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IBC Competitive Paper Review Policy

The quality control and review process of the International Business Conference consists, regarding competitive 

papers, of a number of steps.  These are:

1.    On acceptance of the paper it is desk reviewed by either the editor or a member of the academic 

committee.  This is to weed out obvious flawed papers and also to ensure that papers are befitting 

the conference themes and management.

2. Desk rejected papers are returned to authors with comments. Accepted papers, on the other hand, 

are dispatched for a double blind review by local and international academia.  The requirements of 

reviewers include publishing experience as well as at least a Master's degree as the minimum 

academic qualification. In addition, management experts from industry with a similar academic 

qualification and applied knowledge may also serve as reviewers.  Positive reviewers' reports from 

both reviewers are required for a paper to be accepted.

3. Although the IBC strive to have all papers reviewed by one local and one international reviewer to 

ensure a quality review process, two fitting local (or two international) reviewers could also review 

a paper independently.

4. In the case where one reviewer accepts and the other rejects the paper, such a paper is subjected to 

a third and final review at a senior independent reviewer.

5. Accepted papers are returned to the authors with the anonymous reviews (2).

6. Authors are required to provide proof the corrections made as suggested by the reviewers. This 

includes an additional document dealing with reviewers' comments and actions taken to address 

these comments.

7. All final papers are required to be properly language and technically edited. Proof of language 

editing is required with the submission of the final paper.

8. Once the Academic Committee accepts the corrections made in (6) above, the paper is accepted for 

publication in the conference proceedings.

9. Only papers that have not been published before/elsewhere are considered for presentation and 

publication by the IBC. Authors are required to sign a declaration in this regard.

10. If a paper is rejected as a competitive paper, the authors could apply to the Academic Committee 

for the paper to be presented at the conference as a non-competitive or work-in-progress paper. 

These papers are not published in the proceedings and clearly indicated on the programme as a 

non-competitive paper.
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GENERATION Y STUDENTS’ ATTITUDES TOWARDS 
PURCHASING COUNTERFEIT FASHION PRODUCTS 

ABSTRACT:

Counterfeit products are a major challenge facing 
manufacturers and retailers of authentic luxury designer 
products and to the world economy. Marketers of 
authentic luxury fashion branded products strive to 
protect their firm’s products from consumer complicity 
concerning counterfeit products. Using a sample of 600 
students registered at the campuses of three South 
African higher education institutions in the Gauteng 
province, this paper reports on a study conducted to 

investigate consumers’ attitudes towards counterfeits 
of luxury fashion products. The collected data was 
analysed using a confirmatory factor analysis, 
descriptive statistics and an independent-samples t-test. 
The findings suggest that in South Africa, Generation 
Y students have negative attitudes towards purchasing 
counterfeits of luxury fashion products. 
 
Keywords: Fashion marketing, counterfeit luxury 
fashion products, South Africa, Generation Y university 
students
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INTRODUCTION

Counterfeiting is one of the fastest-growing industries in 
the world. Sales of counterfeit products are estimated to 
account for up to 10 percent of world trade (Sharma & Chan, 
2011:602). In 2014, counterfeit products accounted for 500 
billion US dollars a year in consumer spending (Ledbury 
Research, 2014). Reasons for growth in the counterfeit 
market may be attributed to the general increase in world 
trade and emerging new markets fast paced technology 
advancements, which makes it easier to copy luxury brands 
(Phau et al., 2008:3) and an increased consumer demand 
for luxury products, the pursuit of status goods and the 
trend of keeping up to date with the latest fashions and fads 
(Eisend & Schuchert-Güler, 2006:3).  

The global fashion industry is a lucrative market for many 
marketers, representing one of the largest contributors 
to the global economy (Singer, 2015). In 2013, globally 
the fashion industry, including the design, manufacturing, 
distribution, marketing, retailing, advertising and promotion 
of fashion products, contributed 1.5 trillion US dollars of 
the total income of the retail industry (Amed, 2013) and 
employed an estimated 75 million people (Fashion United, 
2013). The luxury fashion industry, valued at approximately 
223 billion Euros in 2014, is a desirable market (Bain & Co, 
2014) comprising luxury brands such as Hermès, Louis 
Vuitton, Tiffany, Cartier, Gucci, Armani, and Burberry that sell 
high-end products, including designer handbags, luggage, 
apparel, jewellery, footwear and accessories (Forbes, 2013). 
In South Africa, the luxury fashion market is worth 4.3 billion 
Rand (Fashion Web, 2013) and continues to experience 
significant growth (Truong et al., 2010:347). As the gateway 
to Africa, the country is attracting a proliferation of luxury 
brands (Luxurysociety, 2011) and this growth in the number 
of luxury fashion brands on the market has heightened 
South African consumers’ awareness of international brand 
names (Le Cordeur, 2012). 

The size and continued growth in the luxury fashion market 
both globally and in South Africa has resulted in many luxury 
fashion designers becoming targets for fake or counterfeit 
products (Mavlanova & Benbunan–Fich, 2010:80; Teah et 
al., 2015:176). While there is a strong demand for designer 
products, they are out of many consumers’ financial reach, 

and this has significantly spurred the demand for counterfeit 
luxury fashion products (Geiger-Oneto et al., 2013:359) 
since it enables an affiliation with prestigious or status 
brands but at a vastly reduced price (Phau et al., 2009:263).  

The significant growth in counterfeiting is creating several 
problems. The loss in legitimate product revenues 
undermines a country’s economy (Hardy, 2010:14). 
In 2008, it was estimated that almost 300 billion US 
dollars were lost due to counterfeiting (Bian & Moutinho, 
2009:368). In addition, the counterfeit market damages the 
brand equity of legitimate luxury fashion brands, diminishes 
the image of original products, results in loss of sales for 
genuine manufacturers, reduced tax revenues and lessens 
employment opportunities (International Anti-Counterfeiting 
Coalition, 2007). With the growth in counterfeiting, greater 
interests has developed in understanding consumers’ 
attitudes with regard to purchasing counterfeit products 
(Norum & Cuno, 2011:28). Phau and Teah (2009:21) 
highlights that attitudes towards counterfeit products 
significantly influence an individuals’ idea of buying 
counterfeit products. 

PROBLEM STATEMENT

Despite the negative economic consequences of the 
counterfeiting phenomenon, research in the area is 
limited (Staake et al., 2009:325). Although several studies 
focused on factors contributing to consumers’ demand 
for counterfeit luxury fashion products (Phau et al., 2008; 
Fernandes, 2012; Geiger-Oneto, 2013), there is little 
published literature pertaining to the Youth’s attitudes 
towards purchasing counterfeit products, particularly in the 
South African context. The Youth are an important target 
market for fashion marketers and retailers (Cassidy & 
Van Schijndel, 2011:164), which in marketing terms, are 
those individuals born between 1986 and 2005, labelled 
Generation Y (Markert, 2004:21). Characterised as being 
optimistic, self-confident, education-directed, ambitious 
(Cox et al., 2008), and highly brand conscious individuals 
(Heaney, 2007:199), this generational cohort is an attractive 
market segment. As highlighted by Seoopa (2008), 
members of the South African Generation Y cohort view 
designer clothing as essential, ranking it before happiness. 
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However, as students or first time employees they may lack 
the necessary financial resources and this may tempt them 
to purchase counterfeit luxury fashion brands. This paper 
aims to address this gap in the literature by investigating 
Generation Y students’ attitudes towards purchasing 
counterfeit luxury fashion products.

RESEARCH OBJECTIVE AND RESEARCH 
QUESTIONS

The primary objective of the study reported in this paper 
was to investigate Generation Y students’ attitudes towards 
purchasing counterfeit luxury fashion products. 

In accordance with this primary objective, the following 
research questions were formulated:

• What are Generation Y students’ positive attitudes 
towards purchasing counterfeit luxury fashion 
products?

• What are Generation Y students’ negative attitudes 
towards purchasing counterfeit luxury fashion 
products?

LITERATURE REVIEW

Counterfeits defined

Counterfeit luxury fashion products are the identical 
or closely similar reproductions of authentic fashion 
products, including packaging, labelling and trademarks 
to purposefully misrepresent the original product (Cordell 
et al., 1996:45). Counterfeit fashion products are usually 
that of a luxury brand and are cheaper alternatives to 
the expensive authentic brand (Phau et al., 2009:263). 
From the consumer’s perspective, counterfeiting may 
appear in two different forms, namely deceptive and non-
deceptive counterfeiting (Bian & Moutinho, 2011:193). 
While many consumers purchase counterfeit fashion 
products unknowingly or unintentionally, thinking that the 
product is authentic (Heike, 2010:161), there are those who 
purchase fashion counterfeits intentionally, knowing that it 

is illegal and an imitation of the genuine product (Bloch et 
al.,1993:29; Hieke, 2010:160). For the purpose of this paper 
the focus is on the non-deceptive form of counterfeiting, as 
the increase of counterfeit products in the market is mainly 
driven by consumer demand (Casola et al., 2009:162) and 
largely prevalent in luxury markets (Zarocostas, 2007:3). 

Attitudes towards counterfeit fashion

Attitude is a “learned predisposition to respond to a 
situation in favourable or unfavourable way” (Huang et 
al., 2004:600). Consumers’ attitudes play a critical role 
in understanding consumer behaviour as it is considered 
to be highly correlated with one’s intentions, which in 
turn are a reasonable predictor of behaviour (Ajzen & 
Fishbein, 1980). Hence, the more favourable consumers’ 
attitudes are towards counterfeit brands, the more likely 
they will purchase counterfeit products (Achu, 2015:31). 
Similarly, the more unfavourable customer attitudes are 
towards counterfeit brands, the less probability that they 
will purchase them (Nguyen & Tran, 2013:15). Maldonado 
and Hume (2005:108) point out, as a learnt predisposition, 
consumer’s attitudes may either be positive or negative 
towards counterfeit products, which in turn exert a great 
deal of influence on actual buying behaviour. 

Generation Y

In generational studies, the youth are currently classified 
as the Generation Y cohort, individuals born between 
1986 and 2005 (Markert, 2004:21), which, in 2016, puts 
them between 12 and 31 years of age. As the largest 
generation cohort to date (Fry, 2015), positioned to 
become the wealthiest generation thus far (Cox et al., 
2008) with significant aggregate spending (Brown, 2015), 
they represent an important current and future consumer 
segment. As consumers, Generation Y consciously keeps 
up with current trends and spends more on fashion products 
than other product categories (Hawkins & Mothersbaugh, 
2010:134). Compare to older generations, members of 
the Generation Y cohort are being socialised into a brand 
conscious and materialistic world (Hanzaee, & Aghasibeig, 
2010:166). Members of this cohort has been found to be 
brand embracing in that they have a strong preference for 
well-known brands (Noble et al., 2009:625), which is an 
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important consideration in the marketing of luxury fashion 
brands targeted at this cohort. Notably, compared to other 
generations, this generation were found to be more likely 
to purchase counterfeit products (Eisend & Schuchert-
Güler, 2006:18).  

In South Africa, members of the Generation Y cohort 
comprised approximately 38 percent of the country’s 
total population of 54 million people in 2015 (Statistics 
SA, 2015), which makes them an important consumer 
segment. In particular, those Generation Y members 
engaged in pursuing a tertiary qualification are likely to 
be of specific importance to marketers, given that higher 
education translates into higher future earning potential 
and higher social status within a community (Schiffman 
et al., 2010:410), which in turn, predicts a higher level of 
consumption and opinion leadership within a given cohort. 
Studies pertaining to students at tertiary institutions 
typically define them as individuals between the ages of 
18 and 24 (Kumar & Lim, 2008:571). 

RESEARCH METHODOLOGY

Participants

This study adopted a quantitative approach using a survey 
questionnaire. The target population of this study was 
Generation Y students enrolled at South African public 
higher education institutions (HEIs) in 2016 in the age 
range of 18 to 24. The sample frame comprised the 26 
registered South African public HEIs (Universities South 
Africa, 2015). From the sampling frame, a judgement 
sample of three campuses from three HEIs, one a traditional 
university, a university of technology and a comprehensive 
university, located in the Gauteng province of South Africa, 
was selected. A non-probability convenience sample of 
600 full-time undergraduate Generation Y students spread 
across the three campuses was drawn. This sample was 
split equally between the three selected HEIs, thereby 
allowing a sample size of 200 full-time undergraduates 
per HEI. 

After the distribution of the 600 questionnaires across the 
three selected campuses, 491 usable questionnaires were 
returned, which gives the study an 82 percent response 
rate. The sample included participants from all of South 
African’s nine provinces, all of its 11 official language 
groups and each of the seven specified age categories. 
Table 1 outlines a description of the demographic 
information of the sample’s participants.  
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TABLE 1: SAMPLE DESCRIPTION

Age n (%) Gender n (%) Mother 
tongue n (%) Home 

province n (%) Institution n (%)

18 65 (13) Male 273 (56) Afrikaans 27 (6) Eastern Cape 23 (5) HEI A 183 (37)
19 109 (22) Female 218 (44) English 20 (4) Free State 27 (5) HEI B 163 (33)
20 96 (20) IsiNdebele 4 (1) Gauteng 299 (61) HEI C 145 (30)

21 102 (21) IsiXhosa 44 (9) KwaZulu-
Natal 22 (4)

22 65 (13) IsiZulu 104 (21) Limpopo 62 (13)
23 32 (7) SePedi 50 (10) Mpumalanga 33 (7)

24 22 (4) SeSotho 126 (26) Northern 
Cape 4 (1)

SeTswana 48 (10) North-West 18 (3)
SiSwati 17 (3) Western Cape 3 (1)
Venda 15 (3)
Tsonga 36 (7)

Measurement instrument and data collection 
procedure

A structured self-administered questionnaire was utilised 
to gather the required data for this study. The questionnaire 
included two scales from published studies. Generation 
Y students’ positive attitudes towards counterfeit fashion 
products were measured using the five-item validated scale 
of Huang et al. (2004). The participants’ negative attitudes 
towards counterfeit fashion products were measured 
using the three-item scale developed and validated by 
Wang et al. (2005). The questionnaire included a section 
requesting demographic information. 

All scaled responses were measured on a six-point Likert 
scale, ranging from strongly disagree (1) to strongly agree 
(6). The Likert scale was used for this study because it 
allows for effective data collection (Malhotra, 2010:262) 
and is best applied in a self-administered survey as it is 
simple to interpret and participants find it easy to use and 
complete (Schiffman et al., 2010:61). After its construction, 
two experienced researchers scrutinised the questionnaire 
to identify any obvious mistakes and potential problems. 

In order to assess the internal-consistency reliability of the 
measurement instrument the questionnaire was subjected 
to pilot testing on a convenience sample of 47 students 
at a South African HEI campus that did not form part of 
the sampling frame. To make the scale consistent, reverse 
scores were used for the three negative statements for 
data analysis of consumer attitudes towards counterfeit 
luxury fashion products in assessing reliability. The 
Cronbach alpha statistics for the entire scale returned 
an acceptable value (Malhotra, 2010:318) of 0.697, with 
Cronbach alphas of 0.697 and 0.756 for each of the 
two constructs respectively. The internal consistency of 
the scale was judged by employing average inter-item 
correlations that returned a value of 0.263 for the entire 
scale, thereby suggesting good reliability, as this value fell 
within the recommended range of 0.15 and 0.50 (Clark & 
Watson, 1995:316). Feedback from the pilot test was used 
to make minor revisions to the questionnaire. Lecturers at 
each of the three campuses were contacted and asked 
if they would allow the questionnaire to be distributed to 
their students during or after their lecture. After soliciting 
permission, the questionnaires were distributed to those 
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lecturers’ students by fieldworkers using a survey. The 
captured data was analysed using the Statistical Package 
for Social Sciences (IBM SPSS), Version 23. 

Results

Confirmatory factor analysis, using principle component 
analysis, was conducted on the data sets to assess the 
factor structure of the eight variables used within the 
scale. First, in order to establish sampling adequacy, 
the Kaiser-Meyer-Olkin (KMO) measure of sampling 

adequacy and the Bartlett’s Test of Sphericity were 
examined. A KMO value above 0.6 and a significant 
Bartlett’s Test of Sphericity value are recommended 
(Pallant, 2010:183). The results of these two tests 
(KMO=0.786, Chi-square Bartlett test (1229.703) = 
df:28, p=0.000<0.05) were satisfactory. Secondly, a 
principle component analysis using varimax rotation was 
undertaken. The factor loadings in the rotated matrix, 
together with the eigenvalues, percentage variance 
extracted and Cronbach alpha values of each of the 
extracted factors are presented in Table 2. 

TABLE 2: PRINCIPLE COMPONENT FACTOR ANALYSIS WITH VARIMAX ROTATION

Items Factor 1 Factor 2

Positive attitudes towards purchasing counterfeit fashion products
In terms of price, I prefer counterfeit luxury fashion products to the original version. 0.568
I like shopping for counterfeit luxury fashion products. 0.727
There is nothing wrong with purchasing counterfeit luxury fashion products. 0.720
Buying counterfeit luxury fashion products generally benefits the consumer. 0.559
Generally speaking, buying counterfeit luxury fashion products is a better choice. 0.727
Negative attitudes towards purchasing counterfeit fashion products
Counterfeit luxury fashion products damages intellectual property. 0.606
Counterfeit luxury fashion products damages interests and rights of original fashion 
brand manufacturers.

0.651

Counterfeit luxury fashion products damages the fashion industry. 0.537
Eigenvalues 3.251 1.621
Percentage variance 40.640 20.260
Cronbach alpha values 0.788 0.790

As presented in Table 2, two factors emerged with 
eigenvalues greater than 1.0. The two-constructs 
explained 61 percent of the total variance. All variables 
had significant loadings of above 0.50 and loaded as 
expected. Furthermore, the Cronbach alpha values for 
each of the two factors exceeded 0.60, thereby indicating 

satisfactory internal-consistency reliability (Malhotra, 
2010:318). The descriptive statistics were then 
calculated. The recorded means, standard deviations, 
skewness and kurtosis values, and computed z-scores 
and p-values are reported and presented in Table 3.
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TABLE 3: DESCRIPTIVE STATISTICS

Factors Mean Standard 
deviation

Standard 
error Skewness Kurtosis t- 

value
p- 

value
Positive attitudes 3.149 1.168 0.050 -0.006 -0.769 -6.656 0.000*
Negative attitudes 4.115 1.418 0.064 -0.472 -0.765 9.614 0.000*
*Significant at the 0.05 level (1-tailed)

As is reported on in Table 3, none of the skewness values 
fall outside the -2 to +2 range and may therefore be 
classified as distributed normally. The negative kurtosis 
values all differed from zero, suggesting a relatively flat 
data set distribution. Means below 4 were returned on 
positive attitudes (mean=3.149) and above 4 on negative 
attitudes (mean=4.115) indicating that the students 
attitudes towards purchasing counterfeit luxury fashion 
products are negative. A one-tailed z-test was used to 
measure whether the recorded means are significant, with 
the expected mean set at 3.5 and the significance level at 
a=0.05. P-values of p<0.05 were computed for both factors 
pertaining to attitudes towards purchasing counterfeit luxury 
fashion products. Clearly, evidence from the two factors 
suggests that Generation Y university students exhibit 
strong negative attitudes towards purchasing counterfeit 

luxury fashion products. As there are sufficient evidence 
to suggest that Generation Y students have a significantly 
negative attitude towards purchasing counterfeit luxury 
fashion products the next step was to ascertain if there 
was a difference between male and female participants’ 
negative attitudes. 

An independent-samples t-test was conducted to 
determine whether the difference between male and 
female perceptions concerning their negative attitudes 
towards purchasing counterfeit luxury fashion products 
were statistically significant. The significance level was set 
at the conventional 5 percent level. The mean differences, 
t-values and p-values between male and female students’ 
attitudes towards purchasing counterfeit luxury fashion 
products are reported on in Table 4.  

TABLE 4: GENDER PERSPECTIVE

Male Female 

Factor Mean
n=273

Standard 
deviation

Mean
n=218

Standard 
deviation t-values P-values

Negative 
attitudes 4.138 1.411 4.087 1.430 0.393 0.694 

* Statistically significant at p < 0.05

Table 4 shows no significant differences (p = 0.694 ˂ 0.05) 
were found between male and female students’ negative 
attitudes towards purchasing counterfeit luxury fashion 

products. This suggests that male and female university 
students’ have similar negative attitudes towards 
purchasing counterfeit luxury fashion products. 
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DISCUSSION

This study set out to determine Generation Y students’ 
attitudes towards purchasing counterfeits of luxury fashion 
branded products in South Africa. The significant growth 
of the South African luxury fashion industry, combined 
with the size of the Generation Y students market and 
their current and potential spending on fashion products, 
has emphasised the need to understand this lucrative 
market’s attitudes towards purchasing counterfeit luxury 
fashion products. This will aid marketers and retailers of 
authentic luxury fashion products to manage their brands 
more effectively. 

The Generation Y cohort represents a significant target 
market in that its members account for 38 percent of 
the country’s total population, thereby rendering them 
important to the future of South Africa. Generation Y 
individuals with tertiary qualifications are likely to act  
as role models and opinion leaders amongst their peers, 
rendering them an important target market for marketers 
and retailers of authentic luxury fashion brands’ marketing 
strategies in fostering positive attitudes towards genuine 
luxury fashion products oppose to the counterfeit 
alternative. Furthermore, given that the youth represent 
the future of the country, this segment are an important 
target market for the South African government’s 
continued efforts aimed at discouraging consumers in 
purchasing counterfeit products. If Generation Y students 
do not have a positive attitude towards the purchasing  
of counterfeit luxury fashion products, marketing strategies 
towards purchasing authentic luxury fashion products 
are more likely to influence their behaviour, and in turn 
they are more likely to influence the behaviour patterns 
of the country’s broader Generation Y cohort given 
their role model and opinion leadership status amongst  
their peers. Purchasing authentic rather than counterfeit 
luxury fashion products will benefit the South African 
economy by building the brand equity of legitimate luxury 
fashion brand owners, enhance the image of original 
products, increase the sales for genuine manufacturers, 
increase tax revenues as well as create employment 
opportunities.

The evidence in the sample suggests that Generation 

Y university students have negative attitudes towards 
purchasing counterfeit luxury fashion products as was the 
case in a study by Wang and Song (2013:184), however 
contradicting the findings of Wah-Leung and Prendergast 
(2006). Furthermore, male and female university students’ 
attitudes towards purchasing counterfeit luxury fashion 
products were found to be similar on the factor pertaining 
to negative attitudes. This bodes well for manufacturers 
and marketers of authentic fashion brands and the future 
of South Africa’s economic growth. The key to successful 
implementation is to continue building on this cohort’s 
strong negative attitudes towards purchasing counterfeit 
products. Luxury fashion brand manufacturers and 
retailers’ marketing communication efforts should focus 
on attracting new customers and maintaining their loyalty 
in order to not switch to counterfeit products. 

Furthermore, luxury fashion brand manufacturers and 
retailers should educate consumers on the differences 
between a genuine and a counterfeit product and 
also focus to distinguish their products in comparison 
to counterfeit products in order to make it easier for 
consumers to see the difference between the original and 
the counterfeit product. Manufacturers and marketers of 
authentic luxury fashion brands as well as governments 
should work together to discourage consumers to 
purchase counterfeit products by promoting the 
purchasing or consuming of counterfeit products as a 
criminal offence which damages the original brand and 
has a negative impact on the world economy. Educators 
should instil the importance of being socially responsible 
shoppers onto their students and emphasize the negative 
influence that counterfeiting and counterfeit products 
have on the economy and society.   

Like most studies, several limitations can be identified 
within the study. This study concentrated on the HEI 
campuses in the Gauteng province. Future research could 
expand the work to include other regions. Furthermore, 
as this used a cross-sectional research design, offering 
only a snapshot in time, future research, in the form of 
a longitudinal design would provide valuable information 
concerning any changes in Generation Y students’ 
attitudes towards purchasing luxury counterfeit fashion 
branded products.  
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CONCLUSION 

Retailers and manufacturers of genuine luxury fashion 
products are dependent on the consumer’s continuous 
support for insuring long-term profit and success. In order 
for fashion marketers of authentic luxury products to 
develop and implement marketing strategies successfully, 
a sound understanding of consumer’s behaviour is 
essential. Findings from the study established that 
Generation Y students have strong negative attitudes 
towards purchasing counterfeit luxury fashion products. 
Through better understanding students’ attitudes towards 
counterfeit products, the results of this study may aid in 
providing a deeper understanding as to the South African 
Generation Y cohort’s engagement with counterfeit 
products.     
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INVESTIGATING CONSUMERS INTENTION TO ADOPT MOBILE 
BANKING IN NELSON MANDELA BAY MUNICIPALITY

ABSTRACT

Mobile banking gives consumers access to a range of 
banking services and products that would otherwise had 
been conducted at the bank or an ATM.  However, even 
with these advantages, consumers do not use mobile 
banking to conduct their banking transactions. Therefore, 
this study investigated the influence of the perceived 
usefulness, perceived ease of use and the perceived 
security risk on consumers’ intention to adopt mobile 
banking. To achieve this objective, a quantitative research 

methodology was used which included factor analysis, 
Cronbach’s alpha and a ridge regression to analyse the 
primary data. It was found that perceived usefulness 
and perceive of ease of use are highly correlated and 
that all of the hypotheses of the study were supported. 
This meant that perceived usefulness, perceived ease 
of use and the perceived security risk are significantly 
associated with the intention to adopt mobile banking. 
Therefore, banks should increase consumers’ intention 
to adopt mobile banking by communicate the usefulness, 
ease and security of mobile banking.
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INTRODUCTION 

The rapid spread of mobile devices has led to a number of 
mobile users having access to banking services through 
mobile devices (Porteous 2007).  For instance, Abbot 
(2015) indicates that the adoption of mobile devices 
(cell phones and tablets) and online technology has 
aided financial inclusion by making financial services 
more accessible, and minimizing the time and distance 
to the nearest banking institution (CGAP, 2006).  In 
response to the increase use of mobile devices, the 
South African big four banks (ABSA Bank, First National 
Bank (FNB), Nedbank, and Standard Bank) have provide 
mobile banking services to their clients. (ABSA, 2014; 
FNB, 2013; Nedbank, 2014; Standard bank, 2015). It 
has been reported that more South Africans prefer 
using mobile devices over other self-service banking 
technologies (Pienaar, 2009). Pienaar (2009) adds that 
banking consumers are more willing to adopt mobile 
banking than other self-service banking channels. To 
illustrate, 28 percent of banking consumers use mobile 
banking services compared to approximately 16 percent 
that use internet banking in South Africa (South Africa.
info, 2009).

Mobile banking gives consumers access to a range of 
services that would otherwise have to be conducted at 
the bank or ATM (Mallat, Rossi and Tuunainen, 2004:42). 
These services include access to features such as 
viewing bank account balances, making payments, 
purchasing expensive electronic or retail items (Mallat 
et al. 2004:42). Unstructured Supplementary Service 
Data (USSD) is another form of mobile banking where 
consumers dial a short code to receive banking services 
which is an alternative for consumers who do not have 
access to the internet (IDBI Bank, 2013). As a result 
of these benefits, consumers are not restricted to 
preforming financial transactions within business hours 
or a specific physical place when using mobile banking, 
unlike traditional banking (Mallat et al. 2004:42).

However, mobile banking services are still deemed to be 
inadequate as the use of cell phones in mobile banking 
increases consumers’ vulnerability to financial crime as 
mobile applications often save personal information such 

as banking PINs, card numbers and passwords (Webroot, 
2014:2). Since network operators such as Vodacom, 
MTN and Cell C are outsourced third parties, user 
authentication for services such as SMS make sensitive 
information less secure. It was found that consumers 
do not use mobile banking as they are concerned about 
security or privacy issues (Laforet and Li, 2005).  In 
addition, some consumers consider mobile applications 
to be confusing and difficult to navigate as consumers 
may need to follow instructions or work through tutorials 
before trying to make use of mobile applications (Banking 
and Saving, 2013). There is also the threat of viruses 
and spam messages, which may cause disturbances 
when conducting transactions using mobile banking 
(Chandran, 2014:2-3). Hackers also pose a threat as 
they may be able to gain access to sensitive information 
as mobile devices are not sold with anti-virus software 
and older mobile devices are unable to support anti-virus 
software (Chandran, 2014:2-3).

It is important for consumers to adopt mobile banking 
because it allows banking transactions to be conducted 
efficiently, enable to accomplish banking transaction 
quickly and a convenient way to conduct banking 
transactions (Lin, 2011).

PROBLEM STATEMENT     

All major banks in South Africa provide mobile banking 
but few consumers adopt mobile banking. For instance in 
a study by Brown, Cajee, Davies and Stroepel (2003:381) 
found that 91% of consumers own a mobile device but 
only 6% uses mobile banking. This was supported by 
FinMark Trust (2014:4) that found 90% of consumers own 
a mobile device but only 18% uses their mobile device to 
send or receive money. Additionally, many of the studies 
investigating mobile banking have been conducted 
in developed countries than developing countries 
(Hanafizadeh, Keating, & Khedmatgozar, 2014:501). 
Therefore, in light of the above, it is clear that research 
into the area of mobile banking is required in South 
Africa. Thus it is important to investigate the consumers’ 
intention to adopt mobile banking. Specifically in other 
provinces such as the Eastern Cape (Maduku 2014:68).
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RESEARCH OBJECTIVE   

The objective of this study is to investigate the influence of 
the perceived usefulness, perceived ease of use and the 
perceived security risk on consumers’ intention to adopt 
mobile banking in the Nelson Mandela Bay Municipality 
(NMBM).

LITERATURE REVIEW 

The following section provides a brief overview of the 
nature and importance of mobile banking to South African 
banking consumers as well as the factors that may play a 
role in the adoption of mobile banking. These factors have 
been identified as the perceived usefulness, ease of use 
and the security risks of mobile banking.

The nature and importance of mobile 
banking

Kim and Mirnsmonov (2010) contend that mobile banking 
is an application of m-commerce which enables customers 
to access banking services through mobile devices to 
conduct and complete bank related transactions. This 
includes services such as cheque accounts balances 
and transferring cash. Mobile banking offers many 
benefits to consumers such as, reducing costs of financial 
transactions, allows access to financial services and offers 
an easy channel to initiate and execute online financial 
transactions (Porteous, 2006). Mobile banking also 
provides consumers with different payment possibilities 
and an alternative cash payment method. This includes 
banking services such as having access to a bank 
account balance, transferring cash and accessing other 
banking services from anywhere (Ensor, Montez, and 
Wannemacher, 2012). Various studies (Banking & Saving, 
2013; Beland, 2013:76; Bhosale and Sawant, 2012:11; 
Chavan, 2013:22; FNB, 2015; Gupta and Sharma, 
2013:465) consider the following to be benefits of mobile 
banking to consumers:

• quick and convenient

• decrease costs of traditional banking

• increased security

• decreases the risk of losing your bank card

• allows consumers to transfer money to unbanked 
consumers

• unlimited access and availability

• increased interest rates on investments and

• decreased interest rates on debt

• environmentally friendly

Perceived usefulness, ease of use and 
security risk on intentions to adopt mobile 
banking

Davis, Bagozzi, and Warshaw (1986) introduced the 
Technology Acceptance Model (TAM) which is an 
adaptation of the Theory of Reason Action (TRA) developed 
by Ajzen and Fishbein (1980). This model proposes that 
two main beliefs are relevant for information systems or 
technology acceptance, namely perceived usefulness 
and the perceived ease of use. These beliefs in turn are 
expected to predict an individual’s attitude towards usage, 
their behavioural intention to use and the actual usage 
of the system or technology (Davis 1989a; Davis et al. 
1989b:984-985). However, most studies extend the TAM 
model by investigating additional factors, such as trust and 
perceived risk (Hanafizadeh, Behboudi, Koshksaray, and 
Tabar 2014:70; Koenig-Lewis, Palmer and Moll 2010:414). 
This is supported by Maduku (2014:68) who indicates 
that the trust and security issues of mobile banking are 
the most cited reason for the resistant adoption of mobile 
banking in South Africa. Therefore, this study has included 
the perceived security risk of as one of the factor in this 
study.

Perceived usefulness refers to the extent to which a 
product, service or innovation increases a consumer’s 
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performance or satisfaction (Hussein Al-Fahim, 2012:4). 
Consumers perceive mobile banking to be useful when it 
can be integrated into their normal daily activities easily 
(Rono, 2014:19). This usefulness of mobile banking 
to consumers can be evaluated based on the speed of 
completing banking transactions, the increased productivity 
and the efficiency of completing transaction (Khayati and 
Zouaoui, 2013:8). Therefore, South African retail banked 
consumers will have a positive attitude using mobile 
banking if they perceive the mobile banking to be useful 
for conducting their banking transactions (Hanafizadeh et 
al. 2014:72; Koenig-Lewis et al. 2010:421).

Perceived ease of use refers to the degree to which 
consumers can use the mobile banking system with the 
skills and knowledge that they have (Bevan, Kirakowskib 
and Maissela, 1991:2; Vankatesh and Monis, 2000). 
Perceive ease of use has been found to be positively 
related to the usage of mobile banking (Gu, Lee and Suh 
(2009:11613; Maduke 2014:66). Technology that is simple 
to learn, flexible and compatible with consumers’ needs 
and values will be perceived as being easy to use (Rono, 
2014:18). Thus it impossible to suggest that if mobile 
banking is consistent with consumers’ current abilities 
(skills and knowledge), they are more likely to make use 
of mobile banking.

Perceived security risk refers to the sense of risk 
concerning disclosure of personal and financial information 
(Tan and Teo, 2000). Feelings of insecurity or anxiety that 
a consumer may have before, during or after a mobile 
banking transaction may affect the perception that the 
consumer holds towards mobile banking (Halaweh, 
2011:9). Ricciardi (2008:87) considers perceived security 
to be a subjective issue because what one person may 
perceive as a major risk may be a minor risk to another 
individual. Dean and Gray (2010) conducted a study and 
found that perceived security risk influences the intention 
to adopt mobile banking. Koenig-Lewis et al. (2010:423) 
indicate that almost half of the respondents fear that 
through using mobile banking, their private information 
might be compromised. Maduku (2014:66) adds that this is 
the most important factor that shape the attitudes towards 
using mobile banking in South Africa.

HYPOTHESISED MODEL  

Figure 1 highlights indicates the relationships between the 
independent variables (perceived ease to use perceived 
usefulness and perceived security risk) and the dependent 
variable (intention to adopt mobile banking).

FIGURE 1  HYPOTHESISED MODEL

Perceived
usefulness

H1

H2

H3

Perceived
ease of use

Perceived
security risk

Intention to adopt
mobile banking
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Based on Figure 1, the following hypotheses are presented:

H1: There is a positive relationship between the 
perceived usefulness of mobile banking and the 
intention to adopt mobile banking.

H2: There is a positive relationship between the 
perceived ease of   use of mobile banking and the 
intention to adopt mobile banking.

H3· There is a positive relationship between the 
perceived security risk of mobile banking and the 
intention to adopt mobile banking.

RESEARCH DESIGN AND METHODOLOGY                               

This study made use of a quantitative research 
methodology, as the primary objective of the study was 
to investigate relationships between the dependent 
(intentions to adopt mobile banking) and independent 
variables (perceived usefulness, ease of use and security 
risk). The following sections provide a description of the 
sample used in the study as well as the data collection 
and data analysis methods used to achieve the objectives 
of the study.

Population, sample and sampling technique

The focus of the study was on banked consumers who 
are 16 years and older with an active bank account in 
the Nelson Mandela Bay. As a list of banked consumers 
is not available to the researchers, potential respondents 
were identified by means of convenience sampling. 
Convenience sampling is used when a specific sample is 
chosen because of its availability (Battaglia, 2008:525). 
A questionnaire was used as means of data collection, 

and was administered to the respondents that agreed to 
participate in this study and these were collected by the 
fieldworker upon completion. 

Data collection

The questionnaire consists of a cover letter and two 
sections namely sections A and B. Section A of the 
questionnaire requested the demographical information 
of the respondents and section B requested respondents 
to indicate their extent of agreement with the statements 
measuring the independent and dependent variables of the 
study. The completed questionnaires were examined and 
the usable questionnaires were captured using Microsoft 
Excel.  For incomplete questionnaires, where less than 
three item values were missing, a mean-substitution 
method was used by statistically determining the mean 
for the item based on respondents’ average responses 
(Newman, 2014:376). A total of 230 questionnaires were 
distributed to the respondents by the field workers, and 
221 useable questionnaires were returned resulting in a 
96.09 percent response rate.

The independent variables of the study were perceived 
usefulness, perceived ease of use and perceived security 
risk. Perceived usefulness and perceived ease of use 
consists of five statements (items) while perceived security 
risk consists of six statements (items). Additionally, the 
dependent variables (intention to adopt mobile banking) 
was measured using five statements. These items were 
derived from a study conducted by Akturan and Tezcan 
(2012: 452) which was rephrased to suit the context of 
this study. Table 1 provides the operational definitions of 
the variables in the study and indicates the statements in 
question that were used to measure the independent and 
dependent variables. All the variables were measured on 
a 5-point Likert scale ranging from strongly disagree (1) to 
strongly agree (5). 
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TABLE 1  OPERATIONAL DEFINITIONS OF THE INDEPENDENT AND DEPENDENT VARIABLES

Independent variable: Perceived usefulness

Mobile banking is more convenient than existing banking channels. 
Mobile banking will allow me to complete my task more quickly. 
I can check my transaction details regularly.  
I can check my statements regularly. 
I think mobile banking is useful for my day-to-day needs.

Independent variable: Perceived ease of use

Mobile banking is easy to use. 
Mobile banking is easy to understand. 
It is easy to learn how to use mobile banking. 
It is easy for me to log into in my mobile banking account. 
It is easy to perform my transactions on my mobile banking account.

Independent variable: Perceived security risk

Mobile banking is secure. 
Mobile banking is more secure than existing banking channels. 
My mobile banking account is protected by a unique password.   
My mobile banking account keeps my personal information private. 
A hacker will NOT hack into my mobile banking account.  
My banking details are safe if my phone is stolen.

Dependent variable: Intention to adopt mobile banking

I intend on using mobile banking in the future. 
I plan to use mobile banking in the future.  
I predict that I will use mobile banking in the future. 
I am certain that I will use mobile banking in the future. 
I will regularly use my mobile banking regularly in the future.  

Source: Akturan and Tezcan (2012: 452); Al-Somali, Gholami, and Clegg, (2009:135).

Data analysis 

When analysing the data it is important to ensure that 
research instrument is valid, being that it measures what it 
was intended to measure (Stuwig and Stead, 2013:143). 
There are several ways to assess validity: content face 
and construct validity (Struwig and Stead 2013:146). To 
assess content validity experts in personal finance were 
consulted and an exploratory factor analysis (EFA) was 
used to assess construct validity. EFA factor analysis is 
a statistical technique that reduces a large number of 

items/statements into a few numbers of factors (Zikmund, 
Babin, Carr and Griffin 2010:593).  For this study, items 
with a factor loading of 0.5 or greater were retained in the 
factor structure. As a data extraction method, principle 
component analysis was used (Hair, Black, Babin, Money, 
Samoel, 2006:117). 

Furthermore, it is important to ensure that there is 
agreement among respondents on the statements used 
measure the constructs (Bryman 2009:23) and that the 
results of the study are accurate (reliability). Cronbach’s 
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Alpha coefficients were used as a technique to provide 
an estimate of the reliability of the results in this study. 
Cronbach’s Alpha is the mean value of the reliability 
coefficients gathered from all plausible matches of items 
when split into half-tests (Gliem and Gliem, 2003:84). 
Cronbach’s alpha coefficients of 0.7 or greater was 
accepted as an indication of reliability (Wiid and Diggines 
2013:238-242; Hair et al. 2006:128).

Once the validity and reliability of the scale is confirmed, 
the hypotheses were tested. To test the hypotheses of this 
study, Pearson Product-Moment correlation and multiple 
regression analysis was used. A Pearson Product-Moment 
correlation indicates the correlation between variables 
(Wimmer and Dominick 2006:307). A correlation indicates 
the strength and the direction of the relationship (Zikmund 
et al. 2010:559; Wiid and Diggines 2013:283). Pearson 
Product-Moment correlation was also used to identify 
multicollinearity. Multicollinearity occurs when there is a 
high correlation among independent variables (r > 0.8) 
(Lind, Marchal and Wathen 2012:535). Multicollinearity 
makes it difficult for a multiple regression analysis to 
identify the contributions of each independent variable of 
the study (Blaikie 2003:294). Therefore, ridge regression 
was used to remove the problem of multicollinearity 
between the independent variables. According to 
Freckleton (2011:74) ridge regression is useful in when 
investigating relationships.  

EMPIRICAL RESULTS 

The following section provides an overview of the results 
of the study. The demographic information of the sample 
is described and the results of the validity and reliability 
statistics are described with reference to certain descriptive 
statistics. Thereafter the results of the inferential statistics 
that were calculated is described.

Sample description

Table 2 indicates that there was an almost equal distributed 
number of females (51.58%) and male (48.42%) 
respondents in the study. The profile also indicates that 
mostly younger respondents (86.42%) participated in 
this study compared to older respondents (13.58%). The 
population group was also mostly White (41.18%) and 
Black (37.56%), compared to Coloured (15.84%) and 
Indian (2.71%) respondents. In terms of qualification, most 
of the respondents had a matric certificate (42.08%) while 
19.46 percent of the respondents had an undergraduate 
degree. Furthermore, few respondents had a postgraduate 
diploma (6.33%) or a postgraduate degree (12.67%). 
Table 2 also shows that most of the respondents were 
students (43.44%) and salaried employees (33.03%). 
Lastly, majority of the respondents indicated that they use 
their mobile devices for banking (75.11%) while the rest 
did not (24, 89%).  

TABLE 2  SAMPLE DEMOGRAPHICS CHARACTERISTICS

Gender Frequency Percentage
Male 107 48.42
Female 114 51.58
Total 221 100
Age Frequency Percentage
Younger than 20 19 8.60
20-29 101 45.70
30-39 38 17.19
40-49 33 14.93
50-59 23 10.41
60 and older 7 3.17

Total 221 100
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TABLE 2 (CONTINUED) SAMPLE DEMOGRAPHICS CHARACTERISTICS

Population Group Frequency Percentage
Asian 5 2.26
Black 83 37.56
Coloured 35 15.84
White 91 41.18
Indian 6 2.71
Not willing to say 1 0.45
Total 221 100
Qualification Frequency Percentage
Matric (grade 12) 93 42.08
Certificate 21 9.50
Undergraduate diploma 19 8.60
Undergraduate degree 43 19.46
Post-graduate diploma 14 6.33
Post-graduate degree 28 12.67
Others 3 1.36
Total 221 100
Occupation Frequency Percentage
Students 96 43.44
Salaried employees 73 33.03
Senior managers 19 8.60
Small business owners 22 9.95
Others 11 4.98
Total 221 100
Usage of mobile banking Frequency Percentage
Using cellphone for banking 166 75.11
Not using cellphone for banking 55 24.89
Total 221 100
Ownership of cellphone Frequency Percentage
Less than 3 years 4 1.81
3 – 6 years 30 13.58
7 – 9 years 45 20.36
More than 9 years 142 64.25
Total 221 100
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Validity, reliability results and descriptive 
statistics

As previously stated, EFA was used to assess the validity 
of the scale measuring the independent and dependent 
variables. Based on the results of the EFA, four of the 
variables were identified, namely, perceived usefulness, 
perceived ease of use, perceived security risks and 
intention to adopt mobile banking.  All the items that were 
used to measure perceived ease of use, perceived security 
risk and intention to adopt mobile banking returned a 
factor loading greater than 0.5, except for items USE1 
and USE5. This means that three of the five items (USE3, 
USE4 & USE2) that measured perceived usefulness were 
considered significant. Furthermore, all of the independent 
(perceived usefulness, perceived ease of use and 
perceived security risk) and dependent (intention to adopt 

mobile banking) variables were considered reliable, as all 
of the variables had a Cronbach’s Alpha coefficient which 
was greater than 0.7. These results provided confirmation 
of an acceptable research scale in terms of reliability and 
validity. 

The descriptive statistics also shows that the variables: 
perceived usefulness (4.25), perceived ease of use 
(4.07) and intention to adopt mobile banking (4.26) had 
a mean score that is above four (4) which means that the 
respondents agree with these statements. This is with the 
exception of perceived security risk, as respondents tend 
to be neutral on these statements. Additionally, the most of 
the standard deviations were below one (1), meaning that 
the responses from the respondents clustered around the 
mean, except for intention to adopt which had a standard 
deviations of above one (1).

TABLE 3  VALIDITY, RELIABILITY AND DESCRIPTIVE RESULTS

Research constructs

Descriptive statistics Cronbach’s test

Factor 
loadings

Mean SD* Item-
total

Alpha 
value if 
deleted

Alpha 
Value

Perceived
usefulness (USE) 

USE3

4,25 0,88

0,741 0,650

0,809

0.833
USE4 0,704 0,690 0.806
USE2 0,542 0,849 0.599

Perceived ease
of use (EASY)

EASY2

4,21 0,81

0,800 0,882

0.909

0.838
EASY3 0,701 0,902 0,776
EASY1 0,761 0,890 0,758
EASY5 0,803 0,881 0,756
EASY4 0,788 0,885 0,723

Perceived
security risk (RISK)

RISK6

3,40 0,87

0,588 0,852

0.861

0,745
RISK5 0,631 0,842 0,731
RISK4 0,740 0,823 0,710
RISK3 0,675 0,835 0,650
RISK2 0,586 0,849 0,603
RISK1 0,721 0,825 0,630

*SD = standard deviation. 
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TABLE 3 (CONTINUED)   VALIDITY, RELIABILITY AND DESCRIPTIVE RESULTS

Research constructs

Descriptive statistics Cronbach’s test
Factor 

loadingsMean SD* Item-
total

Alpha 
value if 
deleted

Alpha 
Value

Intention to adopt 
mobile banking (INT)

INT2

4,26 1,03

0,922 0,947

0.961

0,883
INT4 0,889 0,952 0,877
INT3 0,862 0,957 0,864
INT1 0,894 0,952 0,839
INT5 0,886 0,953 0.833

*SD = standard deviation. 

Correlation

 Table 4 shows that all of the independent variables 
(perceived usefulness, perceived ease of use and perceived 
security risk) are positively correlated to the dependent 
variables (intention to adopt with mobile banking). This 
means that if perceived usefulness, perceived ease of use 

and perceived security risk increases then the intention to 
adopt mobile banking will also tend to increase. However, 
Table 4 also shows that perceived usefulness and 
perceived ease of use is highly correlated (r = 0.946). This 
might suggest multicollinearity among these two factors 
and therefore, tolerance values and variance of inflation 
must be calculated.   

 TABLE 4  ORRELATION MATRIX

Factors 1 2 3 4

   1 1 Intention to adopt mobile banking (INT) 1.0000 0.5659 0.6592 0.5736

   2 2 Perceived security risk (RISK) 0.5659 1.0000 0.5494 0.5008

   3 3 Perceived ease of use (EASY) 0.6592 0.5494 1.0000 0.9496

  4 4 Perceived usefulness (USE) 0.5736 0.5008 0.9496 1.0000

Multicollinearity 

 To test whether multicollinearity is evident, the tolerance 
value and variance of inflation factor were calculated. 
Table 5 shows that perceived usefulness and perceive of 
ease of use has a variance inflation factor of more than 10 

(Hair et al. 2006:233). This means that there are problems 
of multicollinearity between the independent variables. 
Multicollinearity makes the interpretation of the coefficients 
in the multiple regression analysis difficult to interpret. 
(Hair et al. 2006:228) and therefore multiple regression 
analysis is not suitable for this study.
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TABLE 5  INDICATORS OF MULTICOLLINEARITY

Factors Tolerance value Variance inflation factor

Perceived usefulness 0.0976 10.2459

Perceived ease of use 0.0909 11.001

Perceived security risk 0.6937 1.4415

Ridge regression

To remove multicollinearity, ridge regression was used.  
This was done because perceived usefulness and 
perceived ease of use are both important predictors of 
intention to use mobile banking and cannot be disregarded 
for this study.

Table 6 shows that all of the independent variables are 
statistically significantly associated with the dependent 

variable: intention to adopt mobile banking. Additionally, 
significant positive relationships are reported between 
perceived usefulness and intention to adopted mobile 
banking (p>0.05). A significant positive relationship is also 
reported between perceived ease of use and intention 
to adopted mobile banking (p>0.01). Lastly, a significant 
positive relationship is evident between perceived security 
risk and intention to adopt mobile banking (p>0.01). This 
means that all the hypotheses H1, H2 and H3 are supported 
for this study. 

TABLE 6  INDEPENDENT VARIABLES AND INTENTION TO ADOPT MOBILE BANKING

Dependent variable: Intention to adopt mobile banking R2 = 40.18%; K = 0.4

Independent variables: Beta t-value Sig. (p)

Perceived usefulness 0.1257 2.0619 0.0404*

Perceived ease of use 0.2891 4.6726 0.0000**

Perceived security risk 0.2458 5.0476 0.0000**

**p<0.01; *p>0.05 R2 = R-squared, K= ridge constant. 

DISCUSSION OF RESULTS 
                                
The results of the multiple regression analysis show a 
significant positive relationship between perceived ease 
of use and intention to adopt mobile banking. These 
results are supported by Hanafizadeh et al. (2014: 72) 
and contradict the finds of Koenig-Lewis et al. (2010:423). 

It was found that perceive ease of use is not positively 
associated with intention to adopt mobile banking. The 
results of this study means that consumers of banks have 
higher intentions to adopt mobile banking when mobile 
banking is perceived to be easy to use, understand, learn, 
log into and easy to perform banking transactions using a 
mobile device.  
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Other results found in this study was a positive significant 
relationship between perceived usefulness and intentions 
to adopt mobile banking. Other studies have support 
that perceived usefulness is an important predictor of 
the intention to adopt mobile banking (Hanafizadeh et al. 
2014:72; Koenig-Lewis et al. 2010:421). This means that 
consumers of banks have higher intention to adopt mobile 
banking in the future if they believe that mobile banking 
allows them to complete banking task more quickly and 
allows them to check their banking transactions on a 
regular basis.

The results of the multiple regression analysis also showed 
a positive significant relationship between perceived 
security risk and intention to adopt mobile banking. This 
result is supported by many studies (Hanafizadeh et 
al. 2014:72; Koenig-Lewis et al. 2010:423). This result 
suggests that consumers of banks will have a high intention 
to adopt mobile banking in the future if they believe that 
mobile banking is secure and also more secure than other 
banking channels available to them. They will also have 
a high intention to adopt mobile banking if they believe 
that mobile banking is protected by a unique password, 
it keeps their personal information private, meaning that 
a hacker cannot hack their bank account using mobile 
banking.  Also if they believe that their banking details are 
safe even if the mobile device is stolen. 

Additionally, it was found that perceived usefulness 
and perceived ease of use are highly correlated. This 
result is similar to Gu et al. (2009:11613), and Schierz, 
Schilke and Wirtz (2010:214). Furthermore, not taking 
multicollinearity into consideration has an effect on 
the theoretical importance of the variable (Niemelä-
Nyrhinen and Leskinen 2014:13), for example in this 
study multicollinearity changes the sign (from positive to 
negative) in the multiple regression analysis.  

MANAGERIAL IMPLICATIONS AND 
RECOMMENDATIONS      

Research has found that banking consumers do not use 
mobile banking because they are concerned about security 
or privacy issues related to mobile banking (Lafforet and 

Li, 2005). Therefore, managers of banks should seek to 
understand which factors contribute to consumer intention 
and the use of mobile banking. Thus the main objective 
of this study was to investigate the influence of perceived 
usefulness, perceived ease of use and perceived security 
risk on clients’ intention to adopted mobile banking. 

It was found that the usefulness of mobile banking 
is important for consumer intentions to adopt mobile 
banking. The results of the study showed that a quarter 
(24, 89%) of the respondents did not use their mobile 
devices to conduct mobile banking. Thus it can be argued 
that these respondents do not perceive mobile banking 
to be more useful than their existing banking methods. 
In addition, the usefulness of mobile banking should be 
communicated to underbanked consumers such as those 
who do not have a formal bank account and make use 
of SASSA social grants, as these are consumers who 
have to wait in long queues at the bank or at designated 
SASSA offices. A possible explanation for this could be 
that mobile banking systems are not appropriate to all 
of the needs of their clients. Future research should 
investigating the needs of both banked and underbanked 
consumers so that their needs could be taken into 
consideration.

Perceived ease of use is also important for increase the 
intention to adopt mobile banking. This means that banks 
must ensure that the mobile banking system provided 
to consumers are easy to use and to understand. Most 
of the respondents who participated in the study are 
younger than 50 years old, as only 13.58 percent of the 
respondents were older than 50. It could be suggested 
that for older consumers, mobile banking technology 
is not as simple and easy to understand, or that they 
perceive traditional banking to be easier than mastering 
mobile banking. Banks should thus ensure that mobile 
banking is simple and easy to use by simplifying their user 
interface, providing online or paper based tutorials and 
by providing access to these facilities at the traditional 
bank branches with dedicated representatives to assist 
consumers.

Lastly, the perceived security risk is also found to be 
important for intention to adopt mobile banking. This 
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suggest that consumers must perceive mobile banking as 
equally or more secure than traditional banking channels. 
Banks must also ensure that mobile banking account is 
secured with a unique password and that it protects the 
personal information of the client. Furthermore, banks 
must ensure that hackers cannot access clients’ personal 
information and that the client’s personal information is 
safe should their phone be stolen.  This could be improved 
if banks make use of trusted third party applications 
to develop their mobile applications, or to regulate 
the development of these mobile bank applications. 
Furthermore, the use of two factor authentication should 
be considered to enhance the security of mobile banking. 

This study contribute to TAM by investigating is 
effectiveness in predicting banking clients’ intention to 
adopt mobile banking. This study also validates the theory 
application in mobile banking by testing it on a different 
sample. Furthermore, this study also shows how studies 
using the TAM can deal with multicollinearity by using 
ridge regression. However, this study has the following 
limitations, non-probability convenience sampling for data 
collection and further being limited to banking consumers 
in the Nelson Mandela Bay. Therefore, future studies 
should use probability sample to generalize the results of 
the sample to the populations and also consider various 
geographical areas for sampling purposes. Furthermore, 
future studies should also include additional factors such 
as enjoyment as an independent variable.   
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ABSTRACT:

This paper reports on a study undertaken to determine 
African Generation Y students’ hedonic shopping motivations 
in the South African context in order to develop marketing 
strategies for effectively targeting this market. Data was 
collected by means of a self-administered questionnaire. A 
convenience sample of 404 African Generation Y students 
across two South African registered public higher education 
institutions (HEIs), situated in the Gauteng province, was 
taken. The collected data was analysed using confirmatory 
factor analysis and a one-sample t-test. 

According to the results, value and adventure shopping 
have a significant influence on the motivation for shopping 
among African Generation Y students in South Africa. This 
study contributes to the practice of marketing by assisting 
retailers and marketers in the understanding of these African 
Generation Y students’ hedonic shopping motivations, which 
will aid in developing appropriate marketing strategies for 
reaching this cohort. 

Keywords: Retailing, hedonic shopping motivations, 
South Africa, Generation Y university students
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INTRODUCTION

Within the sub-Saharan region, the South African retail 
industry is considered as one of the major retail industries, 
demonstrating attractive growth opportunities and 
benefiting from high public spending (Market Research, 
2011). The retail industry has experienced significant 
changes due to various reasons such as retailers offering 
discounts more frequently, the proliferation of lifestyle 
retailing formats, as well the use of the Internet as a retail 
platform (Terblanche, 2013:19). These changes in the 
industry resulted in consumers having a greater diversity 
of products and lifestyle choices (Bakewell & Mitchell, 
2003:95) and retailers being pressured to implement 
more entertainment-based activities within the retail 
environment in order to remain competitive (Arnold & 
Reynolds, 2003:77). 

In addition, brick-and-mortar retailers are responding 
to the threat of Internet shopping by providing well-
trained staff and offering a retail environment that is fun 
and entertaining, which is not possible on the Internet 
(Hemalatha & Ravichandran, 2009:170). Frequently, 
brick-and-mortar retailers also benefit from using 
sensory stimulation, for example providing consumers 
with the opportunity to handle the merchandise, listen 
to background music and smell scents (Jamal et al., 
2006:68). According to Kim (2006:58), retailers that tend 
to focus on implementing strategies based on satisfying 
the practical and functional needs of the consumers often 
lack realising the potential of adding the fun element and 
offering the full shopping experience. Therefore, Michon 
et al. (2007:490) emphasise that shopping entails more 
than just the product it also involves the experience.

Shopping is an important part of consumers’ lives, and 
it is constantly evolving due to their changing needs 
(Cardoso & Pinto, 2010:538). Shopping occurs because 
of different reasons such as when the consumer has 
a need for a particular product or service, when the 
consumer seeks attention, when the consumer has free 
time or wants to spend time with his/her peers (Arnold 
& Reynolds, 2003:78). Terblanche (2013:51) concurs, 
stating that consumers shop for reasons other than 
merely buying; that is, personal and social motives also 

drive them. Shopping motivations, which are embedded 
in the consumer’s internal needs, are the driving force 
behind the act of shopping to satisfy those needs (Jin & 
Kim, 2003:399). 

Consumer shopping motives are important to retailers 
and marketers, as they may be utilised for marketing 
activities such as in dividing the market into segments 
and developing strategies targeted at specific segments 
(Bloch et al., 1994:23; Westbrook & Black, 1985:78). 
Terblanche (2013:54) concur, stating that consumers’ 
attitudes towards shopping influence their behaviour 
as shoppers and, therefore, require close attention 
from retailers and marketers. Morrison et al. (2011:559) 
advocate that providing a unique shopping environment 
has a significant effect on the consumer’s emotions, 
behaviour, and tendency to purchase, which in turn will 
have a direct influence on the consumers’ shopping 
motivations. The value the consumer attaches to the 
total shopping experience will serve as a motivation or 
demotivation for future shopping (Jamal et al., 2006:68).

Hedonic shopping motivations pertain to the purchasing 
of consumer products primarily for effective or sensory 
gratification purposes (Kempf, 1999:38). Hedonic 
shopping is linked to the satisfaction of a consumer’s 
desire and is regarded as experiential, emotional and 
related to the shopping experience itself rather than 
to the product (Hirschman & Holbrook, 1982:92). 
According to To et al. (2007:775), consumers’ hedonic 
shopping motivations significantly predict and influence 
their behaviour and are therefore of great importance 
for retailers and marketers to understand. Hedonic 
motivations have a direct influence on the consumers’ 
intention to seek products and/or services, as well as 
an indirect influence on their intention to purchase. To et 
al. (2007:775) further state that the categorisation of the 
hedonic motivations can lead to the optimisation of the 
benefits gained from the retail marketing strategy.

According to the 2015 mid-year population estimates in 
South Africa, Generation Y accounts for 38 percent of 
the total South African population, with the vast majority 
(84%) of that age cohort comprising black Africans 
(Statistics South Africa, 2015). Individuals born between 
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1986 and 2005 are classified as Generation Y (Markert, 
2004:21) and are also known as millennials, echo-
boomers or the next generation. African Generation Y 
members pursuing a tertiary qualification have a higher 
future earning potential, which is likely to lead to a 
higher level of consumption, making this an attractive 
marketing segment to target (Bevan-Dye, 2013:158). In 
order to ensure growth and profitability, retailers should 
concentrate on understanding the Generation Y cohort, 
and effectively communicating products and services to 
this target market (Ruzane, 2010:3). Owing to the African 
Generation Y cohort being such an attractive target 
segment, it is critical for retailers to understand them, 
including their hedonic shopping motives, as this will help 
guide the more effective design of marketing strategies.

PROBLEM STATEMENT

Determining target markets’ shopping motivations are 
critical, as they differ from culture, economic and social 
factors and, therefore, cannot be generalised (Ozen 
& Kodaz, 2012:82). Research on hedonic shopping 
motivations has increased over the past few decades 
(Ozen & Kodaz, 2012) because of an increased recognition 
of the importance of understanding consumers’ shopping 
motivations (To et al., 2007:776). Babin et al. (1994:644) 
advocate that within the retail industry, it is imperative for 
retailers and marketers to understand the motivations 
behind shopping, in order to target a market successfully. 
Although a study on decision-making styles has been 
undertaken in South Africa (Radder et al., 2006), it did not 
focus on hedonic shopping motivations, which is crucial for 
market segmentation and the developing of appropriate 
marketing strategies. Similar studies have been conducted 
in other countries (Arnold & Reynolds, 2003; Cardoso & 
Pinto, 2010; Jamal et al., 2006; Kim, 2006; Ozen & Kodaz, 
2012; To et al., 2007). 

However, with the African Generation Y student market 
segment being extremely attractive, research is required to 
determine their hedonic shopping motivations. Therefore, 
the primary objective of the study reported in this paper 
was to analyse African Generation Y students’ hedonic 
shopping motivations within the South African context. 

LITERATURE REVIEW

Defining consumer motivations

The word ‘motivation’ originated from the Latin word 
movere, meaning to move. In order for marketers and 
retailers to influence consumer behaviour, it is important 
to understand what moves or motivate consumers (Botha 
et al., 2013:36). Blythe (2008:19) reported that a drive or a 
motive converts into a motivation when that drive is set on 
a specific target. According to Schiffman et al. (2010:106), 
motivation is the internal energy that drives individuals to 
act a certain way. Hoyer et al. (2013:47) concur, stating 
that motivation encourages consumers to a mental state 
of interest in a product, service or activity. Hawkins and 
Mothersbaugh (2013:284) describe motivation as the 
force behind a consumer’s behaviour, generated by the 
consumers’ needs and interests. 

Motivation process

The motivation process describes the way in which 
consumers behave and relate to the factors causing the 
specific behaviour of consumers (Solomon, 2013:98). The 
motivation process starts with a consumer experiencing 
an aroused or unfulfilled need (want or desire), which 
forms the basis of the motivation process. Owing to this 
unfulfilled need, the consumer has to search for ideas 
on how to satisfy this need, resulting in tension, which 
in return causes the consumer to focus on satisfying the 
aroused need. Furthermore, the tension creates drives 
and attitudes regarding the desired type of satisfaction, 
which leads to the consumer searching for information 
and evaluating the alternatives to satisfy the need, then 
choosing the best alternative. After selecting the best 
alternative, the consumer takes action, leading to a 
reduction of the tension by the consumer achieving a goal, 
and described as need fulfilment, whereby consumer 
satisfaction is achieved (Solomon, 2013:98). Schiffman 
et al. (2010:106-107) opine that several influences affects 
the way a need or goal are fulfilled such as the consumer’s 
personality, perceptions, attitudes and behaviour, including 
previous experiences. These steps describe the course 
of action consumers take, which is selected based on 
consumers cognition and experience, to achieve goals in 
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order to satisfy a need. Therefore, motivation is the force 
that induces consumption and is of significant value to the 
marketer and retailer (Schiffman et al., 2010:107).

Dynamic nature of motivation

The dynamic nature of motivation refers to the ever-
changing reasons why consumers are motivated to behave 
in a specific manner. Motivation is a concept subject to 
continuous change in response to an individual’s life 
experiences. According to Blackwell et al. (2006:314), the 
reason consumers are motivated to change is due to the 
individual’s need for a product or service becoming more 
imperative or less important. Consumers’ motivation to 
satisfy a need is greater when the difference between their 
anticipated goals and their existing situation is significant 
(Assael, 2004:33). Motivation is dynamic and is subject 
to incessant change because of various reasons such as 
consumers’ needs that are never fully satisfied, new needs 
emerge as old needs are satisfied, consumers’ levels 
of aspiration influence their goals, they select specific 
goals because they fulfil several needs, and their needs 
are dependent on the arousal of goals (Schiffman et al., 
2010:111). Hoyer et al. (2013:51) add to this by stating 
that the satisfaction of needs is momentary and that a 
consumer can never completely satisfy a need, such as 
an individual’s need for food. Solomon (2013:51) concurs, 
stating that consumers constantly attempt to fulfil their 
changing needs.

According to various authors (Assael, 2004:34; Quester 
et al., 2011:303; Schiffman et al., 2010:111), consumers 
satisfy needs based on a hierarchy, suggesting that as 
soon as lower-order needs are satisfied, the consumer 
attempts to fulfil higher-order needs, resulting in new 
needs emerging as old needs are satisfied. Solomon 
(2013:51) indicates that although a consumer may be 
aroused to fulfil numerous needs at once, some needs 
are more important than others are, and the consumer will 
attempt to satisfy the important needs first.

The success and failure of consumer goals is central to 
consumer behaviour, as Hoyer et al. (2013:53) describes 
consumers’ behaviour as an incessant cycle that pertains 

to goal setting, pursuing, determining the success or failure 
thereof, and adapting their goals accordingly. In addition, 
consumers use feedback on the achievement of goals for 
the setting and the pursuit of future goals. Schiffman et al. 
(2010:111) state that the achievement of goals motivates 
consumers to set higher future goals, and vice versa. 
Consumers who are unsuccessful in achieving set goals 
feel frustrated and react differently. First, a consumer may 
select a substitute goal that is less difficult to achieve, and 
find a way around the obstacle. Secondly, a consumer 
may use defence mechanisms to protect his/her ego from 
feeling disappointed.

A consumer’s behaviour can satisfy multiple needs 
(Quester et al., 2011:304). Different individuals might 
attempt to satisfy the same need by participating in different 
activities, whereas some individuals might participate in the 
same activity, while this activity satisfies different needs for 
each one of these individuals (Schiffman et al., 2010:114). 
However, before a consumer can satisfy a need, this need 
must first be aroused in order for him/her to become aware 
of the need.

Consumers recognise a need when a stimulus is triggered; 
this is known as need arousal (Cant et al., 2006:132). To 
be motivated, an individual’s need should be aroused first 
(Blythe, 2008:36). The moment a need is aroused in any 
way, the consumer wishes to satisfy that need (Solomon, 
2013:142). Schiffman et al. (2010:114) identified several 
types of need arousals, namely psychological, emotional, 
cognitive or environmental arousal. Physiological arousal 
is involuntarily and based on the physiological or bodily 
state of the consumer (Schiffman et al., 2010:114). It is 
an internal cue, which causes tension, like feeling hungry 
(Joubert, 2010:66). Emotional arousal originates from 
daydreaming, resulting in the arousal, also referred to as 
autistic thinking, or stimulation of latent needs (Schiffman 
et al., 2010:114), such as an individual feeling stimulated or 
excited (Fiore et al., 2005:677). According to Parumasur and 
Roberts-Lombard (2013:168), consumers who are bored 
or frustrated in failing to achieve their planned goals, often 
engage in daydreaming, in which they imagine themselves 
in various desirable situations, leading to the arousal of 
latent needs. The tension caused by this arousal, motivate 
consumers to satisfy these latent needs. A cognitive 
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arousal is often the result of the consumer’s random 
thoughts activated by a remark from another individual 
or an advertisement (Cant et al., 2006:132). Parumasur 
and Roberts-Lombard (2013:168) concur, stating a need 
aroused by an incitement in the consumer’s surroundings 
refers to cognitive arousal. Environmental arousal is 
activated by stimuli in the environment, for example, the 
need for coffee may be awakened by the smell of coffee 
(Cant et al., 2006:132). Similar to cognitive awareness, an 
incitement in the surroundings of a consumer may lead to 
a need being triggered (Parumasur & Roberts-Lombard, 
2013:168) whereas without these stimuli the needs might 
remain dormant (Joubert, 2010:66). According to Solomon 
(2013:71), the sensory experiences consumers’ receive 
from products and services play a significant role when 
choosing among competing options, therefore marketers 
should understand consumer’s hedonic shopping 
motivations.

Hedonic shopping motivations

Assael (2004:35, 51) defines hedonic shopping 
motivations as the pleasurable consumption of a product 
or service with an end-result of satisfying emotions and 
fantasies rather than the mere collection of goods. Hoyer 
et al. (2013:389) agree, classifying hedonic motivations as 
a consumer being motivated by the anticipated pleasure 
that can be obtained when seeking goods and services, 
or from the shopping experience itself. Ozen and Kodaz 
(2012:8) reiterate that hedonic consumers enjoy the 
shopping process more than obtaining the object. Arnold 
and Reynolds (2003:80) investigated hedonic reasons 
why consumers shop and found six broad categories that 
motivate shopping, namely gratification, adventure, idea, 
social, role and value motives. 

Gratification shopping refers to shopping that generates 
a positive feeling, or shopping that promotes relaxation 
(Kim, 2006:58). Evans et al. (2009:25) highlight that 
gratification motives drives consumers to shop in order 
to treat themselves, to get rid of stress, or to lighten a 
foul mood. Adventure shopping describes shopping 
that involves a consumer experiencing various sights, 
sounds and smells, in other words shopping for fun 
and excitement (Kim, 2006:58). Arnold and Reynolds 

(2003:80) describe adventure shopping as a consumer 
shopping to have a feeling of being in another universe 
and to feel a sense of adventure or stimulation. Idea 
shopping comprises shopping to gather information and 
to identify trends and innovations (Cardoso & Pinto, 
2010:542). Evans et al. (2009:25) categorise consumers 
attempting to keep up with new fashions and trends 
and trying to find new products and innovations as idea 
shoppers. Social shopping involves interacting with 
family, friends or individuals who share the same interests 
(Evans et al., 2009:25). Jamal et al. (2006:68) identify 
social shoppers as consumers seeking opportunities 
to interact or socialise with other individuals with 
interests similar to their own. According to Arnold and 
Reynolds (2003:80), role shopping is associated with 
the satisfaction of shopping, not for oneself but rather for 
others, and value shopping relates to discount shopping 
or bargain hunting, with shoppers seeking sales or low 
prices. To et al. (2007:778) identify value shoppers as 
consumers connecting emotionally and enjoying the 
process of negotiating with sales people for the purpose 
of obtaining a bargain.

RESEARCH METHODOLOGY

This study adopted a quantitative approach using a survey 
questionnaire to determine African Generation Y students’ 
hedonic shopping motivations.

Sampling method

For the purpose of this study, the target population was 
defined as full-time undergraduate African Generation Y 
students, aged between 18 and 24 years, registered at 
South African higher education institutions (HEIs). From 
the sampling frame of the 26 registered South African 
public HEIs (Universities South Africa, 2015), using a 
judgement sample method, two HEI campuses situated in 
the Gauteng province were selected – one a traditional 
university and the other a university of technology. A 
non-probability convenience sample of 600 full-time 
undergraduate African Generation Y students was then 
drawn from these two campuses (300 per campus).   
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Research instrument

In order to measure the hedonic shopping motivations 
among African Generation Y students in South Africa, 
Cardoso and Pinto’s (2010) hedonic motivations scale, 
was utilised for the empirical portion of the study. 
These researchers adapted this scale from Arnold and 
Reynolds’s (2003) hedonic shopping motivation scale. The 
20-item scale measuring hedonic motivations comprised 
six constructs, namely gratification shopping (3 items), 
adventure shopping (3 items), idea shopping (3 items), 
social shopping (4 items), role shopping (4 items), and 
value shopping (3 items). The students’ motivations were 
measured on a six-point Likert scale (1= strongly disagree, 
6= strongly agree) based on the participants agreement 
or disagreement to the statements pertaining to hedonic 
shopping motivations. The questionnaire included a 
section designed to gather the participants’ demographical 
data. Additionally, the questionnaire included a cover 
letter describing the nature and purpose of the study and 
requesting participation. 

In order to establish the reliability of the research instrument, 
the questionnaire was piloted on a convenience sample 
of 44 students on a South African HEI campus that did 
not form part of the sampling frame of the main study. 
A Cronbach alpha value of 0.959 was computed for the 
entire scale, which exceeds the recommended level of 

0.600 (Malhotra, 2010:318). After permission was solicited 
from lecturers at each of the two HEIs, the questionnaire 
was then distributed to their students during class or after 
class. Lecturers were given strict instructions to inform 
students that participation was on a voluntary basis only. 
The collected data was analysed using confirmatory factor 
analysis and a one-sample t-test. The Statistical Package 
for Social Sciences (IBM SPSS) and Analysis of Moment 
Structures (IBM AMOS), Version 23 was used to analyse 
the captured data. 

Results

Sample characteristics

A total of 600 questionnaires were distributed at the two 
universities, but only 585 completed questionnaires were 
returned, which indicates a 98 percent response rate. 
Any questionnaires completed by non-African students or 
students falling outside the specified 18 to 24 year age 
range were discarded. The remaining 404 questionnaires 
translate into an actual response rate of 67 percent. 
The response rate from the traditional university and the 
university of technology was 55.9 percent and 44.1 percent 
of the total participants respectively as outlined in Table 1. 
There were a greater number of female participants than 
male in the sample. Table 1 provides a description of the 
sample. 

TABLE 1: SAMPLE DESCRIPTION

Age n (%) Gender n (%) Home province n (%) Institution n (%)

18 49 (12.1) Male 136 (33.7) Eastern Cape 17 (4.2) Traditional 
university 226 (55.6)

19 73 (18.1) Female 268 (66.3) Free State 42 (10.4)
20 112 (27.7) Gauteng 215 (53.3) University of 

Technology 178 (44.1)
21 88 (21.8) KwaZulu-Natal 13 (3.2)
22 46 (11.4) Limpopo 62 (15.3)
23 27 (6.7) Mpumalanga 21 (5.2)
24 Northern Cape 3 (0.7)

North-West 29 (7.2)
Western Cape 2 (0.5)
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Confirmatory factor analysis

Confirmatory factor analysis using the maximum likelihood 
approach was first conducted using AMOS, Version 23. 
Model fit was assessed by considering the Chi-square, 
the standardised root mean square residual (SRMR), 
the root mean square error of approximation (RMSEA), 
the goodness of fit index (GFI), incremental fit index(IFI), 

Tucker-Lewis index (TLI) and the comparative fit index 
(CFI). A non-significant Chi-square value, along with GFI, 
IFI, TLI and CFI values of ≥0.90 or above and SRMR and 
RMSEA values of ≤ 0.08, suggest good model fit (Malhotra, 
2010:732, 733). However, it should be noted that the chi-
square statistic is highly sensitive to sample size and, as 
such, is not a good indicator of model fit (Byrne, 2010:77).

TABLE 2: MEASUREMENT MODEL VALUES

Latent 
factors Indicators Factor 

loading estimates
Error variance 

estimates CR AVE √AVE Cronbach 
alphas

F1 1 0.793 0.628 0.85 0.65 0.81 0.85

2 0.798 0.637

3 0.824 0.679

F2 4 0.848 0.720 0.76 0.52 0.72 0.75

5 0.729 0.532

6 0.565 0.319

F3 7 0.875 0.765 0.87 0.69 0.83 0.86

8 0.903 0.816

9 0.702 0.493

F4 10 0.732 0.536 0.81 0.52 0.72 0.80

11 0.812 0.660

12 0.616 0.380

13 0.697 0.486

F5 14 0.621 0.386 0.70 0.50 0.71 0.70

15 0.587 0.345

16 0.644 0.415

17 0.569 0.324

F6 18 0.824 0.679 0.79 0.56 0.75 0.80

19 0.801 0.642

20 0.604 0.364

Correlations F1↔F2: .84
F1↔F3: .43
F1↔F4: .35
F1↔F5: .49
F1↔F6: .20

F2↔F3: .47
F2↔F4: .47
F2↔F5: .61
F2↔F6: .33
F3↔F4: .42

F3↔F5: .39
F3↔F6: .28
F4↔F5: .71
F4↔F6: .21
F5↔F6: .32
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As shown in Table 2, all factor loadings estimates exceed 
the 0.50 threshold, all composite reliability (CR) and all 
Cronbach alpha values exceed 0.70 and all AVE values 
exceed 0.50. This suggests reliability and convergent 
validity. All of the correlation estimates in this study were 
smaller than the square root of the AVE except for one 
out of the 15 cases, thereby also suggesting discriminant 
validity (Hair et al., 2010:710). Given that the six latent 
factors measure different aspects of hedonic shopping 
motivations, some degree of inter-correlation is expected 
(Sharp, 2013:107). There are also indications of acceptable 
model fit with an SRMR (0.0556) and RMSEA (0.062) 
below 0.08, and GFI (0.911), IFI (0.931), TLI (0.915) and 
CFI (0.931) values above 0.90.

One-sample t-test

With mean values above 3.5 on a six-point scale, the 
evidence in the sample suggests that African Generation 
Y students find shopping for value motives (mean = 
4.450), adventure motives (mean = 4.080), idea motives 

(mean = 3.980), social motives (mean = 3.790) and role 
motives (mean = 3.710) as important hedonic motives 
driving them to shop. However, evidence from the 
sample suggest that African Generation Y consumers find 
shopping for gratification motives (mean = 3.330) to be 
the least important hedonic motives driving them to shop. 
In order to determine whether these calculated means 
were statistically significant, a one-tailed one-sample 
t-test was conducted, where the expected mean was 
set at > 3.5 (that is, in the agreement area of the scale) 
and the significance level at the conventional 0.05 level. 
As reported on in Table 3, significant p-value (p=0.000 
< 0.05) were computed for the six constructs of hedonic 
shopping motivations, indicating statistical significance. 
This infers that while African Generation Y students do 
not exhibit positive motivations for gratification shopping 
they do exhibit statistically positive shopping motivations 
for adventure shopping, idea shopping, social shopping, 
role shopping and value shopping. Table 3 shows the 
calculated means, standard deviations, standard errors, 
t-values and p-values.  

TABLE 3: AFRICAN GENERATION Y STUDENTS’ HEDONIC SHOPPING MOTIVATIONS

Constructs Mean Standard 
deviation

Standard 
error t-values P-values

Gratification shopping 3.330 1.502 0.075 -2.341 0.020*

Adventure shopping 4.080 1.238 0.062 9.404 0.000*

Idea shopping 3.980 1.371 0.068 7.028 0.000*

Social shopping 3.790 1.281 0.064 4.612 0.000*

Role shopping 3.710 1.127 0.056 3.765 0.000*

Value shopping 4.450 1.234 0.061 15.480 0.000*

* Significant at p < 0.05 (one-tailed)

DISCUSSION

This study investigated African Generation Y students’ 
hedonic shopping motivations in terms of gratification 
shopping, adventure shopping, idea shopping, social 

shopping, role shopping and value shopping in South 
Africa. In order to evaluate students’ hedonic shopping 
motivations, this study used the Hedonic Motivation 
Scale of Cardoso and Pinto (2010). The results of this 
study provide valuable insights into African Generation Y 
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students’ hedonic motivations for shopping. The findings 
of the study suggest that African Generation Y students 
have positive hedonic shopping motivations. These 
positive hedonic shopping motivations together with the 
significant size of the African Generation Y cohort and the 
future higher earning potential of graduates make African 
Generation Y students an important target market for 
retailers and marketers.  

Value shopping scored the highest mean, which suggests 
that African Generation Y consumers find shopping for 
sales, looking for discounts and hunting for bargains as 
the most important motives driving them to shop. While 
this is in contrast to the findings of Arnold and Reynolds 
(2003), as they found role shopping to be the greatest 
motivator for shopping, it is consistent with a study done by 
Kim (2006), who found value shopping to be the greatest 
motivator for shopping within the hedonic motivation 
scale. Adventure shopping was ranked the second highest 
construct, suggesting that students find shopping as 
stimulating, an adventure and a way to spoil themselves. 
Idea shopping was ranked the third highest construct, 
suggesting that students find shopping to keep up with 
new fashion and trends as essential motives to shop. 
Social shopping ranked the fourth highest, suggesting 
that African Generation Y students are motivated to shop 
for the enjoyment of shopping with friends and family, 
socialising while shopping and bonding with other people 
while shopping. Role shopping ranked the fifth highest 
construct, suggesting that the students are motivated 
to shop to find the perfect gift for someone and to shop 
for one’s family. Gratification shopping scored the lowest 
mean, suggesting that African Generation Y consumers 
find shopping to alleviate a negative mood and shopping 
for stress relief, to be the least important motives driving 
them to shop. This contradicts with the           findings of 
Jamal et al. (2006) as they found gratification shopping 
to be the strongest motivator, as well as Ozen and Kodaz 
(2012) who found gratification shopping to have the most 
significant influence on Turkish students’ motivation for 
online shopping. 

It is recommended that marketers targeting African 
Generation Y students in South Africa should increase 
their gratification shopping motivations by making use of 

advertisements highlighting a shopping experience that 
provides an opportunity to escape out of their daily routine 
and their ordinary life. The youth of South Africa are subject 
to a stressful lifestyle and find shopping to be a stress 
relieving activity. Marketers should design advertisements 
that portray the store as a stress-free environment. On 
the contrary, marketing strategies that emphasise the 
adventure and satisfaction of treating oneself, as well as 
the stimulation offered by the specific shopping experience 
should be utilised to appeal to this target market’s positive 
hedonic shopping motivations. In order to appeal to this 
target market positive idea shopping motivations, exciting 
new products should be offered, and marketers should 
make use of advertisements that highlight new products, 
trends and fashions. 

In order to appeal to this target market’s positive social 
shopping motivations, marketers have to focus their 
advertisements on accentuating a shopping experience 
that offers a social element. A retailer providing consumers 
with an opportunity to socialise while partaking in a 
shopping activity will encourage social shopping. Retailers 
should change the store layout to attract social shoppers by 
providing them with ample time and space for socialising. 
Therefore, incorporating a coffee shop or café inside a 
store is a good way to appeal to, and target this consumer 
segment. In order to appeal to this target market’s positive 
role shopping motivations, marketers should design 
advertisements to stress that consumers will find the 
perfect gift when visiting a specific store. Another method 
to attract role shoppers would be to draw attention to gift 
shopping seasons, namely Easter, Christmas, Valentine’s 
day, Mother’s day and Father’s day, among other. In order 
to appeal to the African Generation Y student cohorts’ 
positive value shopping motivations, marketers should 
focus on advertising campaigns that emphasises value 
for money, ongoing sales, and promotions. Retailers 
should highlight that good quality products are offered at 
discounted prices.

LIMITATIONS AND FUTURE RESEARCH

This study has several limitations worth noting when 
interpreting the results. The first limitation being that non-
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probability sampling was used to gather the required 
data. Therefore, care should be taken in generalising the 
results to the wider African Generation Y cohort in South 
Africa. Furthermore, a quantitative research approach 
was followed in determining students’ hedonic shopping 
motivations. By making use of a qualitative research 
approach, the reasons why the participants are driven by 
certain hedonic shopping motivations could be determined. 
In addition, this study is limited, as participants from only 
two HEIs in one province formed the sample for this study. 
As a result, there is an opportunity to conduct this study on 
a wider scale, including other HEIs within other provinces. 

This will improve the accuracy of the data obtained. 
Comparisons could be made between the different HEIs 
and the different provinces. As this study only determined 
whether the participants were driven by hedonic shopping 
motivations, future studies can be conducted in order 
to determine utilitarian shopping motivations as well as 
various shopper groups. 

Developing effective marketing strategies to attract 
a specific target market is imperative in the current 
competitive retail industry. Understanding how and why 
consumers purchase products, thus their behaviour, is 
central in developing effective marketing strategies. The 
shopping behaviour of consumers is one of the most 
influential factors, as it determines the success or failure 
of a retail company. Therefore, it is essential for retailers to 
understand the shopping behaviour or hedonic shopping 
motivations of their consumers. The essential phase in 
this process, and the one addressed by this study, is to 
determine the hedonic shopping motivations, and to use 
the results for segmentation and to develop effective 
marketing strategies for the specific target segment, which 
in this study are African Generation Y students.
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ABSTRACT

To generate higher sales in an overall slowing economy, 
businesses in the growing but competitive clothing 
retail industry should invest in marketing activities. The 
use of social media by both customers and businesses 
has increased rapidly, and businesses could use social 
media channels to increase customer satisfaction as 
part of their marketing activities. This study investigated 
whether Facebook, Twitter and Instagram, by means of 
social media aspects (communication, customer service, 
marketing purposes, perceived usefulness and perceived 
ease of use), influence customer satisfaction within the 
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clothing retail industry. A quantitative methodology was 
followed and a sample of 150 respondents completed 
questionnaires for the empirical investigation. The main 
result showed that Facebook, Twitter and Instagram 
pages should be used mainly for customer service 
purposes when aiming to increase customer satisfaction. 
Recommendations could assist clothing retailers to use 
social media channels to improve customer satisfaction, 
which may lead to higher sales and profits. 

Key words: customer satisfaction, social media 
channels, clothing retailers
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INTRODUCTION AND PROBLEM 
INVESTIGATED

The retail industry significantly contributes to the South 
African economy. The industry’s contribution towards 
national employment has grown from 4.59% in 2006 to 
6.44% in 2011 (Euromonitor 2012:32). Specifically, the 
clothing retail industry is among the 10 highest employers 
of South Africans (PriceWaterhouseCoopers 2012:27). 
In addition to the clothing industry’s contribution towards 
employment figures, the industry also boosts the economy 
through the entry and investment of foreign businesses 
into South African retail brands (Euromonitor 2016). Due 
to South Africa’s stable clothing retail industry, many 
international clothing retailers are using South Africa as 
an entry point towards other African markets (Euromonitor 
2016). Jätyri (2012) also states that the African continent 
presents growth opportunities for global clothing retail.

Despite increased competition in the clothing retail industry, 
South African clothing retailers continue to dominate the 
retail environment (Euromonitor 2016).  Moorad (2014) 
highlighted that since 1994 consumer spending in South 
Africa on clothing and footwear was growing at 8.8% 
annually. Recent statistics show that retail sales in South 
Africa increased by 2.8% year-on-year in March 2016, 
following a 4.1% increase in February 2016 (Trading 
Economics 2016). However, this latest year-on-year 
increase is well below the market expectation of a 3.6% 
growth rate (Trading Economics 2016). Clothing retailers 
are expected to grow at marginal rates due to higher 
utility prices and other economic factors which diminish 
the disposable income, and thus purchasing power, of 
consumers (Trading Economics 2016). 

Therefore, in order to generate higher sales in a slowing 
economy, businesses invest heavily in marketing activities 
in order to increase their profits, as they acknowledge 
how valuable customers are to businesses’ sustainability 
(Bolton, Lemon & Verhoef 2004:271). Customer satisfaction 
remains a major focus of these marketing activities, where 
the focus is to satisfy customer needs and wants while 
attaining profits in return (Bilgin 2010:3). James and Yoshida 
(2010:339) also define customer satisfaction as a customer’s 
pleasurable fulfilment response toward a product/service. In 

South Africa, a survey showed that 700 private businesses 
identified customer satisfaction as their “key performance 
area” (Lamb, Hair, McDaniel, Boshoff, Terblance, Elliott & 
Klopper 2015:6). A link between marketing success and 
the use of social media is also evident in the business 
environment. According to Pookulangara and Koesler 
(2011:348), retailers have benefited from using social media 
channels, and have accordingly enhanced their overall 
marketing strategies.  

However, best practices regarding the use of social media 
to increase customer satisfaction levels remain unclear. 
In addition, there is a lack of such studies conducted in 
the South African clothing retail industry, and results and 
conclusions from previous research focused on other 
geographical areas may be different in the South African 
context. Therefore, the problem to be investigated in 
this study is whether social media channels, specifically 
Facebook, Twitter and Instagram and relevant social media 
aspects (communication, customer service, marketing 
purposes, perceived usefulness and perceived ease of use), 
can be used to influence customer satisfaction positively 
within the clothing retail industry.

RESEARCH OBJECTIVES

The aim of the study is to investigate how social media 
channels with the focus on Facebook, Twitter and Instagram 
can be used to influence customer satisfaction within the 
clothing retail industry. In establishing the relationships 
between the various aspects of social media channels and 
customer satisfaction, recommendations will be proposed 
to clothing retailers on how to use Facebook, Twitter and 
Instagram to positively influence customer satisfaction. This 
may lead to greater customer loyalty and improved business 
performance in terms of increased sales and profits.   

LITERATURE REVIEW 

The clothing retail industry

Retailing refers to all the activities a business is involved 
in selling products/services directly to final consumers 
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for their personal, non-business consumption (Kotler, 
Armstrong & Tait 2016:402). Retail businesses operate 
in a dynamic environment which is challenged with 
changing customer needs as well as possibilities to use 
new distribution channels and technologies (Kwak 2013, 
Pookulangara & Shepard 2013, Tendai & Crispen 2009). 
In South Africa, citizens spend one and a half times more 
on clothing than on education expenses, with about 10% 
of their total expenditures on clothing purchases (Moorad 
2013). During 2014, the textiles and clothing retail industry 
contributed 21% to total retail sales (Stats SA 2016). 
Although the total annual retail sales growth rate slowed 
to 2.5% in 2014 (from 6.1% in 2011), according to type 
of retailer the textile and clothing retail industry had the 
highest percentage sales growth rate (3.5%) of all the retail 
industries in South Africa during 2014 (Stats SA 2016). 

Some of the main drivers and factors contributing to higher 
sales in the global retail industry, and also applicable to 
South Africa, are the more aggressive use of social media, 
the availability of new markets, as well as the increased use 
of and focus on customer data and customer preferences 
(Global Powers of Retailing 2015:8). Social media is the 
platform where individuals, communities and businesses 
engage, create, collaborate, and modify user produced 
content using web-based and mobile technologies 
(Parveen, Jaafar & Ainin 2015:68). The use of social 
media has increased amongst many users over a short 
period of time (BBG Communications 2013:1).  There 
are approximately 2.307 billion active social media users 
globally (Chaffey 2016), using social media channels such 
as Facebook, Twitter and Instagram. The Internet, and 
specifically social media channels, plays a big role in the 
changing retail environment.

The Internet has impacted global and South African retail 
expansion. Social media has allowed customers to be 
exposed to what is trending immediately, and customers 
do not have to wait long periods before having access to 
clothes which were available months before in the northern 
hemisphere (Ngubane 2015). A study by Park, Lee and 
Han (2007:140-141) found that the reviews businesses 
receive on social media channels influence customers 
whether to buy the businesses’ products/services. Moorad 
(2015) also mentions that social media interactions are 

driving customers to buy products/services. Therefore, a 
link exists between social media channels and positive 
buying behaviour. In addition, since the link between 
customer satisfaction and positive buying behaviour 
(including re-purchases, customer loyalty and customer 
retention) is also well established in various industries 
(Bruwer 2014:76,84; Chen 2012:202,207; Hilaludin & 
Cheng 2014:462,469; Sashi 2012:262; Tu, Li & Chih 
2013:469,472,478), it can be argued that businesses’ social 
media channels can influence their customers’ satisfaction 
levels. Agnihotri, Dingus, Hu and Krush (2016:178) also 
showed that businesses’ use of social media can indirectly 
influence the businesses’ customer satisfaction levels. 
Therefore, South African retailers should ensure more 
socially connected, digital retail spaces (Moorad 2015). 

Customer satisfaction and social media 
aspects

Clothing retailers could change and monitor customer 
satisfaction by using social media channels, such as 
Facebook, Twitter and Instagram. Customer satisfaction 
is a customer’s response to a product/service based on 
whether it met the customer’s expectations (Lamb et 
al. 2015:5-6). According to Cheng Yee and Yazdanifard 
(2014:17), satisfaction is the difference between the 
customer’s expectation and the business’s performance. 
To increase customer satisfaction levels is important for 
marketers, as the main objective of businesses is to create 
satisfied customers in order to increase profitability in the 
future (Wong & Low 2013:257). Oni and Fatoki (2013:83) 
also state that customer satisfaction has become the major 
success factor for businesses to increase market share 
and gain a competitive advantage. The long-term success 
of a business depends on the business’s ability to satisfy 
clients’ product/service needs (Oni & Fatoki (2013:84). 
Jaskulska (2013:16) agree, by stating that businesses 
should continuously aim to improve customer satisfaction 
levels. 

It is evident that from satisfied customers, businesses 
gain many advantages. In addition to those advantages 
mentioned above, customer satisfaction has a positive 
influence on a business’s profitability (Jaskulska 2013:5). 
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According to Gamboa and Gonçalves 2014:713), satisfied 
customers’ buying behaviour increases and they do 
positive word-of-mouth marketing for the business. 
Customer satisfaction also leads to customer retention, 
as Jakulska (2013:18) mentions that the only truly loyal 
customers are totally satisfied customers. 

According to Jaskulska (2013:18), customer satisfaction 
has been of interest to marketing researchers over the past 
three decades, and so marketing literature provides many 
different models that investigate customer satisfaction. 
No single generic customer satisfaction model is evident, 
and therefore it is clear that many factors may influence 
customer satisfaction levels. These factors might be 
aspects relating to the social media channels used by 
marketers, and those responsible for the marketing 
activities of clothing retailers, for example the social media 
channels’ communication, customer service, marketing 
purposes, perceived usefulness and perceived ease of 
use. 
 
Social media has become the new communication 
landscape for individuals and groups, including 
businesses (Agnihotri et al. 2016:172; Hanna, Rohm & 
Crittenden 2011:2-4; Kietzmann, Hermkens, McCarthy 
& Silvestre 2011:1). Users of social media find it a cost-
effective way to communicate, and also find information 
that will assist them in decision-making (Parveen et al. 
2015:75), for example when evaluating and purchasing 
products/services. Through social media channels, 
businesses can communicate with numerous customers 
simultaneously (Gamboa & Gonçalves 2014:711), and 
the rapid increase in the use of social media has changed 
the way businesses communicate messages to clients 
(Kietzmann et al. 2011:1). For example Facebook, a social 
media channel, has been found to develop business-
customer relationships that increase customer loyalty via 
customer satisfaction (Gamboa & Gonçalves 2014:709). 
The study by Gamboa and Gonçalves (2014:715) showed 
the positive relationship between a social media channel’s 
communication purpose and customer satisfaction. 
This shows that social media channels, specifically the 
communication aspect thereof, can influence businesses’ 
customer satisfaction levels. 

Social media channels allow businesses to track 
customer service problems and dissatisfaction among 
their customers (Naylor, Lamberton & West 2011:348). 
Retailers should listen to and engage with customers via 
social media channels as this would improve customer 
service (Pookulangara & Koesler 2011:353). This 
suggests that social media channels could be used to 
rate customer service and increase customer satisfaction. 
Cheng Yee and Yazdanifard (2014:12) also showed that 
customer service can influence customer satisfaction 
and ultimately the loyalty of customers towards retailers’ 
online shopping facilities. Since social media channels are 
Internet-based, just like retailers’ online shopping facilities 
through their websites, it can be argued that the customer 
service aspect of social media channels could influence 
customer satisfaction. On the other hand, Cheng Yee and 
Yazdanifard (2014:12) state that unsatisfied customers 
will become less loyal and buying from competitors would 
occur, in other words unsatisfied customers will negatively 
influence buying behaviour. The relationship between 
customer service and customer satisfaction has also been 
confirmed by Jaskulska (2013:2). 

Many businesses now lean more towards using social 
media as a marketing tool in conjunction with the traditional 
methods of marketing, as social media channels is lowering 
businesses’ overall marketing costs (Kirtis & Karahan 
2011:1). Various researchers (Assaad & Gómez 2011:13-
14 18-19; Clark & Melancon 2013:132; Farooq & Jan 
2012:627) regard the use of social media as a more useful 
marketing tool than traditional marketing means, in that 
it allows businesses to directly market products/services 
and connect with customers. Muhammad and Abdul 
(2012:249) as well as Clark and Melancon (2013:138) 
state that social media has become the preferred channel 
for marketing, especially in terms of promoting products/
services. According to Assaad and Gómez (2011:15), 
social media improves businesses’ marketing efforts by 
offering innovative ways to implement basic marketing 
programmes (Assaad & Gómez 2011:15). Businesses 
have recently become aware that social media channels 
are playing a role in the marketing success of businesses 
(Zhong, Salehi, Shah, Cobzarenco, Sastry & Cha 2014:1). 
Since marketing is a philosophy and orientation that 
focuses on customer satisfaction (Lamb et al. 2016:5), the 
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link between social media channels’ marketing purposes 
and customer satisfaction is proposed. 

Social media tools are used for a variety of reasons. 
According to Biswas and Mousumi (2014:97-98), 
Facebook and Twitter are used for content creation, the 
distribution of material, to express opinions, to interact as 
well as for micro-blogging. Parveen et al. (2015:71-72) 
found that social media is used to share information with 
other clients through referrals and to search for information. 
According to Pereira, De Fatima Salgueiro and Mateus 
(2014:702), businesses should supply clients with the 
unique content they need and want on the businesses’ 
social media channels, such as Facebook. The quality 
of businesses’ information displayed on the Internet 
also influences customer satisfaction, and information 
provided must match customer needs (Hilaludin & Cheng 
2014:462,468). The results of a study by Jin (2013:166) 
showed that if clients regard the information found on 
social media as relevant to their need, they will use the 
information in their product/service buying decision-
making process. Therefore, perceived usefulness refers 
to whether customers regard the social media channel as 
being useful in their search for, and evaluation of relevant 
product/service information. It is thus evident that social 
media channels’ perceived usefulness may influence 
customer satisfaction levels.

The perceived ease of use of social media can be 
defined as the extent to which the customer found the 
social media channel easy to operate as well as the 
operation of the social media channel being effortless 
and user-friendly (Biswas & Mousumi 2014:97; 
Heinrichs, Lim & Lim 2011:347). When a social media 
channel is easy to use and very little effort is needed 
to use it from a customer’s viewpoint, it may result in 
more customers wanting to use the particular channels 
(Heinrichs et al. 2011:347). In addition, Jin (2013:166) 
highlighted that customers will use social media as 
a source of information if the information is easily 
accessible. Therefore, the perceived ease of use of 
a social media channel refers to how easy it is to use 
and find information on the social media channel. It is 
argued that social media channels’ perceived ease of 
ease could influence customer satisfaction.

The current study will focus on how clothing retailers’ 
Facebook, Twitter and Instagram pages’ communication, 
customer service, marketing purposes, perceived 
usefulness, as well as perceived ease of use can influence 
customer satisfaction in the South African clothing retail 
industry.

RESEARCH HYPOTHESES

This study’s first set of hypotheses (H1) states that there 
is a significant positive relationship between the use of 
Facebook and customer satisfaction in the clothing retail 
industry:

H1.1: where Facebook is used for communication.
H1.2: where Facebook is used for customer service.
H1.3: where Facebook is used for marketing purposes.
H1.4: where Facebook is perceived to be useful 

(perceived usefulness).
H1.5: where Facebook is perceived easy to use 

(perceived ease of use).

The second set of hypotheses (H2) states that there is a 
significant positive relationship between the use of Twitter 
and customer satisfaction in the clothing retail industry:

H2.1: where Twitter is used for communication.
H2.2: where Twitter is used for customer service.
H2.3: where Twitter is used for marketing purposes.
H2.4: where Twitter is perceived to be useful (perceived 

usefulness).
H2.5: where Twitter is perceived easy to use (perceived 

ease of use).

The third set of hypothesis (H1) states that there is a 
significant positive relationship between the use of 
Instagram and customer satisfaction in the clothing retail 
industry:

H3.1: where Instagram is used for communication.
H3.2: where Instagram is used for customer service.
H3.3: where Instagram is used for marketing purposes.
H3.4: where Instagram is perceived to be useful 

(perceived usefulness).
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H3.5: where Instagram is perceived easy to use 
(perceived ease of use).

RESEARCH METHODOLOGY

The aim of the study was to determine whether the 
three social media channels (Facebook, Twitter and 
Instagram) by means of the social media aspects of 
communication, customer service, marketing purposes, 
perceived usefulness and perceived ease of use, can 
be used to positively influence customer satisfaction 
within the clothing retail industry. In order to achieve the 
aim of the study, a comprehensive literature review was 
undertaken. This literature review was used to develop 
the hypotheses and to design the measuring instrument 
to be used in the empirical investigation. The research 
paradigm adopted in this study was a positivistic 
paradigm where a quantitative research methodology 
was followed. The chosen paradigm and methodology 
were regarded as appropriate as the aim of the study 
was to test formulated hypotheses where the data was 
collected from a large sample (Struwig & Stead 2013:3-
4). The target population was customers of clothing 
retailers within the Nelson Mandela Metropole, Port 
Elizabeth, South Africa who use social media channels. 
As the population is rather large and no sampling frame 
available, non-probability convenience and snowball 
sampling were adopted in this study (Struwig & Stead 
2013: 116-118). The ratio observation guidelines provided 
by Nemati and Barko (2004:197), Sprenkle and Piercy 
(2005:396) and Swanson and Holton (2005:129) were 
used to determine the sample size for this study. The study 
includes five independent variables and one dependent 
variable. For each variable a minimum of five items and 
five respondents were required; therefore a minimum 
sample size of 150 respondents was acceptable. 

A number of ethical aspects were also addressed. 
None of the respondents were from vulnerable groups 
(for example younger than 18 and the elderly). The 
respondents were assured that their participation was 
voluntary, anonymous and confidential. Furthermore, the 
respondents were given the opportunity to withdraw their 
participation if they wish to do so. This information was 

communicated to the respondents verbally and was stated 
in the cover letter that accompanied the questionnaire. 
The language of communication was English.

The measuring instrument implemented in the study 
was a self-administered, structured and paper-based 
questionnaire. Items were constructed from the literature 
review and the operasionalisation of the constructs 
were done accordingly. Section A of the questionnaire 
comprised of 50 ordinal scaled items gathering data on 
the perceptions of the respondents regarding the social 
media aspects. Section A used a five-point Likert-type 
scale to collect where the scale ranged from ‘strongly 
disagree’ (1) to ‘strongly agree’ (5) (Gadermann, 
Guhn & Zumbo 2012:2). The demographical data of 
the respondents, such as gender, age, ethnic group, 
frequency of using social media channels and reasons 
for using social media channels, were collected in section 
B of the questionnaire using a nominal scale.

Content validity of the measuring instrument was ensured 
by conducting a pilot study amongst ten respondents who 
are customers within the clothing retail industry who are 
using social media channels (Struwig & Stead 2013:146-
150). A total of 160 questionnaires were distributed, of 
which 150 were usable (response rate of 93.75%). The 
data of the usable questionnaires were captured on 
Microsoft Excel where after the data were scrutinised 
for completeness (cleaning of data). Thereafter the 
data was imported into Statistica Version 12 to perform 
the statistical analyses. The data analysis process 
comprised of five steps. The first step was to summarise 
the sample by calculating descriptive statistics which 
included frequencies and percentages for each of the 
social media channels (Struwig & Stead 2013:165). The 
second step was to determine the validity and reliability 
of the measuring instrument’s items for each of the social 
media channels. In order to determine the validity of the 
measuring instrument, an exploratory factor analysis 
(EFA) was performed for each social media channel. 
Factors with at least three items with factor loadings 
of 0.5 or higher were regarding as valid (Hair, Black, 
Babin & Anderson 2014:115). In addition, only items 
which loaded for all three social media channels were 
included in further data analysis steps. The reliability of 
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the measuring instrument was ensured by calculating the 
Cronbach’s alpha correlation coefficients which measures 
the internal consistency or reliability of the measuring 
instrument. Cronbach’s alphas of 0.7 and higher were 
regarded to prove sufficient proof of reliability (Hair 
et al. 2014:123). The third step was to summarise the 
variables of the study by means of descriptive statistics 
including means, standard deviations and frequency 
percentages. The fourth step was to assess whether 
associations exist between the variables, which is done 
by calculating Pearson’s product moment correlation 
coefficients (Bryman, Bell, Hirschsohn, Dos Santos, 
Du Toit, Masenge, Van Aardt & Wagner 2014:322). The 
final step was to test the formulated hypotheses using a 
multiple regression analysis which will confirm the results 
of the Pearson’s product moment correlation tests. 
Based on the multiple regression results, the formulated 
hypotheses will be either accepted or rejected. (Zikmund 
& Babin 2013:99).

EMPIRICAL RESULTS

Sample description

A total of 110 respondents used Facebook (73.33%), 
96 used Twitter (64.00%) and 90 used Instagram 
(60.00%). More females (64.55%) than males (35.90%) 
use Facebook. The majority of the respondents were 
between 20 to 29 years (88.18%) with only a few younger 
than 20 but older than 18 (6.36%) and between 30 and 
39 years (5.45%). In terms of ethnicity, most of the 
Facebook respondents were Black (87.27%), followed 
by the Coloured (7.27%), ethnic group. With regard to 
Twitter, more females (60.41%) than males (38.54%) use 
Twitter. The majority of the respondents were between 20 
and 29 years (89.58%). The majority group for ethnicity 
was Black (87.5%), followed by Coloured (8.33%) and 
Whites (4.17%). For Instagram, more females (62.22%) 
than males (36.67%) use Instagram. With regard to 
age, the majority of the respondents (88.89%) were 
between 20 and 29 years. The ethnicity of the Instagram 
respondents was mainly Black (90.00%). The majority of 
the respondents indicated that they use both Facebook 
and Instagram more than five times per day (53.64% 

and 38.89% respectively), while many of respondents 
indicated that they use Twitter only one to two times a day 
(34.38%). The main reason for using Facebook (65.45), 
Twitter (53.13%) and Instagram (51.11%) was given as 
browsing for new products and promotions.

Validity and reliability

Ten items were developed to measure communication. 
Eight of these items loaded together for all three social 
media channels (Facebook factor loadings between 
0.547 and 0.793; Twitter factor loadings between 0.570 
and 0.774; Instagram factor loadings between 0.549 and 
0.784). The factor communication explains 39.46% of the 
variance in the data for Facebook, 41.93% of the variance 
in the data for Twitter and 44.05% of the variance in the 
data for Instagram.

Nine of the 10 items developed to measure customer 
service loaded together for all three social media 
channels (Facebook factor loadings between 0.610 and 
0.786; Twitter factor loadings between 0.590 and 0.768; 
Instagram factor loadings between 0.582 and 0.792). 
The factor customer service explains 50.00%, 49.74% 
and 53.56% of the variance in the data for Facebook, 
Twitter and Instagram respectively.

Ten items were developed to measure the social media 
aspect marketing purposes. For all three social media 
channels eight of these items loaded together (Facebook 
factor loadings between 0.501 and 0.732; Twitter factor 
loadings between 0.614 and 0.782; Instagram factor 
loadings between 0.619 and 0.789). The factor marketing 
purposes explains 35.19% of the variance in the data for 
Facebook, 48.07% of the variance in the data for Twitter 
and 50.86% of the variance in the data for Instagram.

All seven items developed to measure perceived 
usefulness loaded onto one factor for all three social 
media channels. The factor loadings for Facebook ranged 
between 0.539 and 0.814, for Twitter between 0.707 and 
0.876 and for Instagram between 0.661 and 0.824. The 
factor customer service explains 33.05%, 42.82% and 
37.95% of the variance in the data for Facebook, Twitter 
and Instagram respectively.
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Six of the seven items developed to measure perceived 
ease of use loaded onto one factor for all three social 
media channels (Facebook factor loadings between 
0.575 and 0.817; Twitter factor loadings between 0.512 
and 0.803; Instagram factor loadings between 0.561 and 
0.824). The factor perceived ease of use explains 29.43% 
of the variance in the data for Facebook, 36.55% of the 
variance in the data for Twitter and 35.66% of the variance 
in the data for Instagram.

All six items developed to measure customer satisfaction 
loaded together for all three social media channels. For 
Facebook the factor loadings ranged between 0.599 and 
0.742, for Twitter the factor loadings ranged between 
0.635 and 0.780 and for Instagram the factor loadings 
ranged between 0.629 and 0.740. The factor customer 
satisfaction explains 27.39% of the variance in the data for 
Facebook, 29.49% of the variance in the data for Twitter 
and 28.99% of the variance in the data for Instagram.

Based on the EFA results, the factors used to measure 
each of the social media aspects for the three social 
media channels, as well as customer satisfaction, can be 
regarded as valid. 

With regard to the reliability of the measuring instrument, 
sufficient evidence of reliability were found for all the 
variables for all three social media channels as all the 
Cronbach’s alpha coefficients were greater than the 0.7 
cut-off. The most reliable items were those measuring the 
customer service through clothing retailers’ Twitter pages, 
as the Cronbach’s alpha coefficient was the highest at 
0.901.

Descriptive statistics of variables

The descriptive statistics of the variables, as related to 
Facebook, Twitter and Instagram, are summarised in 
Table 1. 

TABLE 1: DESCRIPTIVE STATISTICS OF THE INDEPENDENT AND DEPENDENT VARIABLES

Variables Mean Standard 
deviation Disagree Neutral Agree

Communication
Facebook
Twitter
Instagram

3.72
3.53
3.12

0.70
0.75
0.84

8.18%
8.33%

21.12%

23.64%
31.25%
44.44%

68.18%
60.42%
34.44%

Customer Service
Facebook
Twitter
Instagram

3.62
3.46
3.14

0.74
0.74
0.80

10.90%
7.29%

15.56%

25.46%
37.50%
42.22%

63.64%
55.21%
42.22%

Marketing purposes
Facebook
Twitter
Instagram

3.53
3.35
3.17

0.73
0.78
0.82

12.73%
17.71%
20.00%

27.27%
33.33%
41.11%

60.00%
48.96%
38.89%

Perceived usefulness
Facebook
Twitter
Instagram

3.92
3.62
3.33

0.64
0.83
0.80

1.82%
9.38%

10.00%

19.09%
19.79%
43.33%

79.09%
70.83%
46.67%
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Variables Mean Standard 
deviation Disagree Neutral Agree

Perceived ease of use
Facebook
Twitter
Instagram

3.91
3.63
3.44

0.65
0.79
0.82

6.36%
12.50%
12.22%

13.64%
19.79%
35.56%

80.00%
67.71%
52.22%

Customer satisfaction
Facebook
Twitter
Instagram

3.54
3.43
3.29

0.70
0.74
0.75

9.09%
12.50%
12.22%

34.55%
33.33%
45.56%

56.36%
54.17%
42.22%

Source: Researchers’ own construct

Evident from Table 1, the low standard deviations show 
that responses varied only slightly. All the means were 
equal to 3.12 or higher. This shows that respondents 
were neutral towards agreeing that clothing retailers 
use their Facebook, Twitter and Instagram pages for 
communication, customer service, marketing purposes, 
as well as that these are useful and ease to use. The 
means relating to Facebook’s perceived usefulness and 
perceived ease of use were the highest (3.92 and 3.91 
respectively), with most respondents agreeing (79.09% 
and 80.00%) that Facebook is useful to find information 
regarding clothing retailers and their products/services 
easily. The three lowest means (3.12, 3.14 and 3.17) were 
all related to Instagram, and indicated that respondents 
were neutral about clothing retailers’ use of Instagram 
for communication, customer service and marketing 
purposes. 

Analysing relationship between variables

The Pearson’s product moment correlations indicate that 
positive correlations exist between all the variables for all 
three social media channels used in the study. Therefore, 

the respondents are of the opinion that any increase 
or improvement in any one of the variables will have a 
positive influence on any other variable. 

For Facebook, Twitter and Instagram, 15 significant 
positive correlations exist, with the strongest positive 
correlation between perceived usefulness and perceive 
ease of use (r = 0.767 for Facebook; r = 0.788 for Twitter; 
r = 0.839 for Instagram). Therefore, the easier it is for 
customers to use clothing retailers’ Facebook/Twitter/
Instagram pages, the greater the perceived usefulness 
of these social media channels. The weakest positive 
correlation for Facebook and Twitter are between 
perceived usefulness and customer service (r = 0.476 for 
Facebook; r = 0.486 for Twitter) while for Instagram is 
between marketing purposes and customer satisfaction 
(r = 0.542). This shows that an increase in the perceived 
usefulness of clothing retailers’ Facebook/Twitter/
Instagram pages does not necessarily lead customers 
to notice the customer service offered via these social 
media channels.
 
The multiple regression results are summarised in Table 2.
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TABLE 2: INFLUENCE OF THE INDEPENDENT VARIABLES ON CUSTOMER SATISFACTION 

Facebook Twitter Instagram

Dependent variable Customer satisfaction
R2 = 0.643

Customer satisfaction
R2 = 0.664

Customer satisfaction
R2 = 0.562

Independent variable b t(104) p-value b t(190) p-value b t(84) p-value

Communication 0.249 2.798 0.006* 0.171 1.826 0.071 0.080 0.788 0.433

Customer service 0.307 3.344 0.001* 0.279 2.788 0.006* 0.246 2.381 0.020*

Marketing purposes 0.204 2.364 0.020* 0.208 2.092 0.039* 0.042 0.446 0.657

Perceived usefulness 0.011 0.100 0.920 0.075 0.805 0.423 0.061 0.463 0.644

Perceived ease of use 0.163 1.523 0.131 0.194 1.833 0.070 0.371 2.856 0.005*

*p < 0.05

Source: Researchers’ own construct

Table 2 shows that all relationships between the variables 
for all thee social media channels are positive. This implies 
that an improvement/increase in any of the independent 
variables would positively influence the customer 
satisfaction of customers in the clothing retail industry. 
However, not all of these relationships are statistically 
significant. Statistically significant relationships exist for 
Facebook between the variables communication and 
customer satisfaction (b = 0.249; p < 0.05), between 
customer service and customer satisfaction (b = 0.307; 
p < 0.05) and between marketing purposes and customer 
satisfaction (b = 0.204; p < 0.05). Therefore, to use 
Facebook to communicate with customers, to use Facebook 
for customer services or to use Facebook for marketing 
purposes could influence customer satisfaction positively. 
Only two statistically significant relationships exist for 
Twitter which is between customer service and customer 
satisfaction (b = 0.279; p < 0.05) and between marketing 
purposes and customer satisfaction (b = 0.208; p < 0.05). 
Therefore, using Twitter for customer services and for 
marketing purposes could positively influence customer 
satisfaction. The results showed that only two statistically 
significant relationships exist for Instagram namely 
between customer service and customer satisfaction 
(b = 0.246; p < 0.05) and between perceived ease of use 
and customer satisfaction (b = 0.371; p < 0.05). Therefore, 
the use of Instagram for customer service could influence 

customer satisfaction positively while the perceived ease 
of use of Instagram may also positively influence customer 
satisfaction.

Based on the multiple regression results, three of the five 
formulated hypotheses for Facebook, namely H1.1, H1.2 
and H1.3 are accepted (p < 0.05). Furthermore, from the 
statistically significant relationships relating to Twitter, 
hypotheses H2.2 and H2.3 are accepted (p < 0.05). For 
Instagram, two statistically significant relationships were 
found and therefore hypotheses H3.2 and H3.5 are accepted 
(p < 0.05). Based on the results presented in Table 2, 
hypotheses H1.4, H1.5, H2.1, H2.4, H2.5, H3.1, H3.3 and H3.4 are 
rejected (p > 0.05).

MANAGERIAL IMPLICATIONS AND 
CONCLUSIONS

The aim of the study was to investigate how social 
media channels, with the focus on Facebook, Twitter and 
Instagram, and related social media aspects can be used 
to influence customer satisfaction within the clothing retail 
industry. The main result showed that using any of these 
three social media channels for customer service purposes 
will positively influence customer satisfaction. Secondly, 
the use of social media channels for marketing purposes 
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proved to be important to increase customer satisfaction. 
In addition, to increase customer satisfaction levels, 
clothing retailers could use Facebook for communication 
with customers as well as clearly proclaim Instagram’s 
ease of use. 

As customers are becoming increasingly involved in using 
various social media channels, clothing retailers should 
see the use of social media channels as an opportunity to 
engage with customers and through this offer customer 
service, as well as use social media channels for the 
marketing of products. Recommendations regarding 
customer service include: Clothing retailers should 
ensure that social media pages present opportunities for 
customers to comment and/or submit queries about the 
retailers’ products/services; retailers should appoint an 
employee to manage the business’s social media pages, 
and ensure continuous and appropriate responses 
to customers when needed. Recommendations for 
clothing retailers regarding the use of social media for 
marketing purposes include: Retailers should use social 
media channels to market products in an inexpensive 
and time efficient way; retailers should use social media 
channels to display promotional offers, run promotional 
competitions, market new products/services and facilitate 
customer loyalty programs.  

Although the focus of this study was on the use of three 
social media channels, it should be noted that, to be 
successful, other marketing tools should also be used 
by clothing retailers in their marketing efforts. Another 
limitation of the study relates to the sample being 
restricted to one geographical area, which hinders the 
generalisability of the results. Future research on the use 
of social media channels by clothing retailers could be 
expanded to more geographical areas as well as include 
additional social media channels and aspects. 

Despite these limitations, this study presented an 
exploratory investigation on how clothing retailers could 
use their Facebook, Twitter and Instagram pages to 
increase customer satisfaction, based on the pages’ 
use for communication, customer service and marketing 
purposes as well as its perceived usefulness and ease 
of use.  The practical implementation of the study’s 

recommendations could assist clothing retailers to 
improve customer satisfaction, and in turn increase sales 
in the industry, despite the slowing economy.   
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ABSTRACT

Retailers, wholesalers, marketers, alcohol distributors 
and manufacturers continuously fight for volume 
growth and market-share gain within the total alcohol 
market. The consumers determine who will have more 
share of wallet or, as referred to in the liquor industry, 
share of throat. This paper identifies the marketing 
mix elements (four P’s) that influence consumer 

purchasing decisions in liquor outlets. The study is 
conducted within the Border district, which consists 
of various geographies within the Eastern Cape, 
South Africa. The area of the study focuses on key 
municipalities namely: Buffalo city, Amathole, Chris 
Hani and Joe Gqabi municipalities. The target sample 
size for this study was 360 consumers. A questionnaire 
was utilised to measure respondents’ preferences, 
attitudes, motivations and perceptions.  



MARKETING MANAGEMENT
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  58
ISBN 978-0-620-71113-5

The key findings are that there is high level of agreement 
that price and promotions influence consumer-purchasing 
decision in liquor outlets. The highest percentage of 
respondents are in agreement that beer is a first choice 
of drink and a second is spirits. 69% of the respondents 
agree that they change from the usual drink to a different 
drink when they go out. This can be attributed to the 
notion that consumers like to badge and want to be seen 
drinking brands that will be deemed socially acceptable in 
public, or brands that are the latest trend. The key benefits 
from the study include improved ability for marketers to 
reposition brands, give clear recommendations for drinking 
occasions and better understanding on how to efficiently 
distribute alcohol portfolios, extend brands and introduce 
limited editions. 

Keywords:  Liquor Consumer, Occasions, 4Ps,  
On-premise, Off-premise.

NTRODUCTION

Retailers, wholesalers, marketers, alcohol distributors 
and manufacturers continuously fight for volume growth 
and market-share gain within the total alcohol market. The 
consumers determine who will have more share of wallet 
or, as referred to in the liquor industry, share of throat.  
The alcohol market is an integrated part of our society 
contributing to the South African economy. Consumption 
expenditure increased from R3 513 039 000 in 2004 
to R8 558 232 000 by 2013 in the Eastern Cape alone 
(BMI, 2012). On the other hand, the total food and non-
alcoholic drink spending in South Africa will exceed R200 
billion in 2016 and R300 billion by 2020 (BMI, 2016). 

In the last 10 years there has been an increase of new 
products introduced into the liquor market across all 
categories ranging from traditional alcoholic brands to 
flavoured and ready to drink brands such as “Mainstay 
… on the Beach” and ‘Strongbow Gold, Dry and Red 
Berries”. This presents an opportunity for alcohol 
consumers, alcohol shoppers and sellers alike. This 
opportunity means that the consumer is spoilt for choice 
and retailers / wholesalers have an opportunity to list 
more brands which could possibly result in increased 

margins. The BMI 2016 South African Food & Drink 
Report (BMI, 2016) indicates that retailers will target the 
lower-income consumer utilising convenience stores/
outlets located in non-urban areas. Furthermore, South 
African marketers face both market challenges as well 
as proposed legislation regarding advertising of alcohol 
products. Some of the challenges include marketing 
clutter, competition, the diverse nature of the South 
African consumer, infrastructure issues, government 
legislations, social media and digital platforms.

The Eastern Cape liquor industry contributes 
approximately R7,7 billion to the Gross Geographic 
Product of the economy of the province through direct 
and indirect impacts. Approximately 23 620 permanent 
jobs are supported by the Eastern Cape liquor industry 
annually. Tax revenue attributable to the liquor industry in 
the Eastern Cape is R3,9 billion and the economic impact 
of the liquor industry on gross capital formation is in the 
region R3,4 billion per annum (BMI, 2012).

Appreciation of consumer behaviour, consumer patterns 
and trends can be explored to increase the capacity and 
capability to consume, sell and market wisely (Hawkins, 
et al., 2007). Consuming, selling and marketing wisely 
should be at the centre of every responsible licenced 
business within the liquor market. However, no empirical 
research has examined how to optimise the marketing 
mix to influence consumer purchasing decisions in liquor 
outlets within the Border district. Unlocking and meeting 
consumer needs is a complicated journey, however, 
it is possible to achieve it through marketing research 
(Hawkins, et al., 2007). Consumers’ purchasing patterns 
vary on an ongoing basis and that, potentially, can cause 
problems as it becomes difficult to predict their next 
purchase. It is therefore safe to conclude the potential 
causes of the problem are a limited understanding of 
consumer purchase drivers, poor or lack of research 
within the Border district and within the liquor market. 
The Marketing mix can be optimised and applied at 
a liquor outlet to influence consumers’ purchasing 
decisions. There are no clear insights for marketers on 
what influences consumer purchasing decisions in a 
liquor outlet when choosing between alcohol categories 
for consumption at various occasions.
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PROBLEM STATEMENT AND RESEARCH 
QUESTION

There is limited research conducted that explicitly seeks 
to optimise the marketing mix to influence consumer-
purchasing decisions in liquor outlets within the Border 
District of South Africa. Most companies, businesses and 
retailers rely on sales data and some limited research 
for decision making that affects current and future liquor 
brands’ stock levels and supply. The total liquor market 
is a complex business which is dependent on consumer 
preference, latest trends, taste, brand equity and other 
factors. This creates various problems for those who 
want to increase market share within the total liquor 
market categories. This results in the research problem 
addressed in this paper, namely that no empirical 
research has examined how to optimise the marketing 
mix to influence consumer purchasing decisions in liquor 
outlets within the Border district.  The main research 
question of this study is: What aspects of the marketing 
mix influence consumer-purchasing decision in liquor 
outlets in the Border region?

The correct marketing mix can be applied to the 
company’s benefit, retailer’s benefit and liquor distributor’s 
benefit when these problems are solved and consumer 
purchasing decisions are well established. In addition, 
gaining market share across a spectrum of categories will 
be possible as there will be more informed decision making 
regarding increasing margins, connecting to relevant 
consumer touch points and appreciation using the correct 
marketing mix.  Further benefits could be new categories 
that did not exist in the market, new brands and packs 
with affordable price points. Marketing campaigns can 
specifically be more focused on winning the minds and the 
hearts of consumers, companies can collect insights that 
inform their marketing strategies, invest appropriately, set 
reasonable growth targets and keep sufficient stock levels.  

LITERATURE REVIEW 

The future outlook of the liquor industry is positive within 
South Africa. BMI (2012) estimates the following growth 
trends within South Africa:

•  Alcoholic drinks volume sales compounded annual 
growth rate (CAGR) to 2016: +3.69%

•  Alcoholic drinks value sales CAGR to 2016: +9.40%

•  Beer volume sales CAGR to 2016: +3.40%

•  Beer value sales CAGR to 2016: +8.80%

•  Wine volume sales CAGR to 2016: +5.65%

•  Wine value sales CAGR to 2016: +11.17% 

•  Spirits volume sales CAGR to 2016: +2.94%

•  Spirits value sales CAGR to 2016: +8.31%.

BMI (2012) forecast a steady increase in both volume 
and value sales of alcoholic drinks in South Africa. Short-
term sales will remain dependent on the wider economic 
situation, with consumer spending impacted by elevated 
unemployment levels, among other factors. On a positive 
note, marketing and advertising are well developed, 
as is the mass grocery retail (MGR) industry, which will 
continue to support the market’s development. Per capita 
beer consumption will grow from about 65 litres in 2011 
to approximately 78 litres by 2016 (BMI, 2012). For the 
purpose of this paper, product is any alcoholic beverage 
sold in a typical liquor outlet in both on- and off-premise. 
On-premise is defined as an outlet where consumers can 
purchase and consume alcoholic beverages within the 
outlet’s premises in a social occasion. Such premises 
include bars, restaurants, clubs and taverns (South African 
Breweries, 2015). 

Off-premise is defined as an outlet where consumers and 
shoppers can purchase alcoholic products for distribution 
purposes, home consumption or other occasions as long 
it is not consumed within the outlet’s premises. Such 
premises include bottle stores, counter service stores, self-
service stores and redistributors (South African Breweries, 
2015). Alcohol purchase, distribution and consumption may 
include the following key alcoholic beverages categories: 
beer category, wine category, spirits category, sorghum 
beer category and FABS (flavoured alcohol beverages) 
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category. Following the work done by the Unilever Institute 
and UCT (2005) the consumption of an alcoholic beverage 
is determined by the nature of the household and who is 
in it. The SABInnovation Hub (2015) suggests that the 
four main subcategories within wellbeing trends in terms 
of beer are: mid-strength alcohol by volume (ABV), low 
and no alcohol, raddlers / shandies and “free from” alcohol 
beverages.

The relationship is complex and can be summarised as 
follows: Beer is about gender; although many women 
drink beer, it is mainly a male drink whose success cuts 
across all cultures and wealth levels. Sorghum beer is 
about culture. It is mainly a male drink, but it struggles 
to find a market outside of its core market of traditional 
households. Flavoured Alcoholic Beverages (FABS) 
are about youth. They are drunk equally by young men 
and women and are present at all income levels and 

across cultures. Wine is about lifestyle; although wine 
consumption is associated with wealth, it is more strongly 
a modern, urban, sophisticated drink (Unilever Institute 
and UCT, 2005). Drinking wine to enhance food, taste 
preference and relaxation were some of the common 
gender motivations. Motivations are different between 
males and females; for example females want to relax and 
socialise with friends over wine whereas males are more 
interested in discussing the technical aspects of wine and 
exhibiting knowledge (Thach, 2012).

During a shopping process, there are multiple category 
purchases being made and as a result, primary 
considerations within the shop occur at a category level 
with trade-offs being made across category (SABStrategic 
Insights, 2013). Table 1 indicates category choice and 
interactions where one can learn the purchase drivers and 
influencers.

TABLE 1: CATEGORY CHOICE AND INTERACTION ADAPTED FROM (SABSTRATEGIC INSIGHTS, 2013).

Purchase Drivers Influencers

BEER

• Familiarity/habitual choice
• Value for money - affordable
• Safe choice → cross usage and broad appeal 

Refreshing
• Low ABV

 ° Sessionable
 ° Moderate ABV - Control esp. Weekday

• Refrigeration → regardless of whether for 
immediate consumption or not

• Trade off on spcials → bulk pricing spcials
• Occasion: Badge -> greater need for badge 

category i.e. whishky
• Lack of availability → change 

categoryoverbrand
• Companion → influence amount of bee 

purchased vs. other categories

WINE

• Perceived Variety of brands and varietals
• More premium → displays class and wealth
• Value - case price & variety pack
• For badge occasions → especially for Leading 

Ladies and Already Affluents

• Wine tastings → experiential
• Multipacks
• Portability → Box packs
• Value and packs → wine cooler+  brand wine 

glass

SPIRITS/
WHISKEY

• High ABV
• More status than other categories
• Special occasion → treat/celebration

• Value added packaging → glassware
• Limited/ collectors item
• Price Specials
• Experiential promotions i.e tastings
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Purchase Drivers Influencers

CIDERS/
SPIRIT 

COOLERS

• Low ABV → sessionability
• Cider is safe option → cross usage → male 

and female → Sociable drink
• Refreshing → not as bitter / taste

• Refrigeration
• Promotions → price specials
• value added benefits/novelty items: bottle 

openers, lanyards → more active in this regard
• Packaging → attractive/eye catching  novelty

Halliday and Brennan (2015) advise that this world is 
generating increasingly sophisticated consumers of brand 
meaning and co-creators of brand value. Every time a 
company fulfils the customer’s needs and wants in a 
product, the level of customers’ expectation also increases 
a notch. Hence Kucuk (2009) refers to a commitment 
which aims to diminish the unknown for the shopper 
and consumer as well as delivering on a commitment 
guaranteed to decrease frustration and increase trust. 
The above brings various dynamics and complexities that 
the marketers need to address in order to fulfil what the 
consumers want, require and/or need using the marketing 
mix as a framework. Based on the above complexities, it is 
not impossible to miss the fact that consumer requirements 
are continuously changing. 

In the South African context, as a developing country, a 
consumer’s purchase choice can potentially be influenced 
by the sales push in various channels rather than the 
marketing push as outlet owners are trying to survive 
and bigger corporations are fighting for market share due 
to the state of the economy. Peterson and Ekici (2007) 
note that in such developing country contexts: (1) prices 
have increased as a result of poor distribution and high 
inflation; (2) retailing environments tend to be harsher 
than developed countries; (3) advertising tends to have 
less of a marketing orientation and fulfils more of a selling 
orientation and (4) inconsistent product quality.

In light of the above, organisations are compelled to drive 
innovation and introduce new products to the market 
through various channels to ensure that they gain a 
share of the liquor beverage market as channel migration 
affects company profits through its impact on revenue and 

cost. It might be presumed that companies should grow 
multichannel buying (Ansari, Mela and Neslin, 2008).
 
Due to this fact, many organisations need to increase their 
production capabilities and competence to increase speed 
to create markets for new products. This could define the 
market leader versus market follower within the liquor 
beverage industry. These capabilities and competences 
could be required in the various sub-elements under 
product such as product design, packaging, look and feel 
and stage of the life cycle of the product. In all three of 
these areas, marketers need to make tough decisions 
about each product. They need to decide the correct time 
to change design, the correct time to change the packaging 
as well when to do product extension.

Barenblatt (2005) makes the point that the ever-present 
reality of product parity means it is no longer possible 
to create sufficient differentiation on product alone. Now 
the intangible aspects will make the difference. Perhaps 
most organisations have noticed this and include creating 
awareness about their product by using social media 
campaigns. Thompson et al. (2012) recommend that 
marketing principles such as the 4Ps can be used to 
define a marketing campaign.  Barenblatt (2005:14) notes 
that; “it appears that the ‘product’ element of the marketing 
mix is under fire. Once it was possible to launch a new 
product, steadily gain market share and happy customers, 
and make a mint”.  

Barenblatt (2005); Thompson, et al. (2012) and Peterson 
and Ekici, (2007) argued that smaller companies that are 
launching or intend to launch new products are facing major 
difficulties in promoting their products. Larger competitors 
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have the marketing muscle to ensure that their products 
are well known, available, are priced competitively and 
possibly optimise the marketing mix to gain consumers’ 
attention and in a favourable perception. The BCI (2016) 
Food & Drink report further indicates that convenience 
stores located in non-urban areas are identified as growth 
areas. 

Marketing is not a fight of products; it is a fight of perceptions 
(Barenblatt, 2005). Products are tangible, however, the 
reality is that a product is much more than just a physical 
object. Ampuero and Vila (2006) make the point that an 
activity of creating a brand offer is painted in the minds of 
consumers by taking into account total market offerings.  
This requires a detailed analysis of consumer product 
appreciation to obtain a distinctive brand position. 

The marketing mix

The marketing mix (i.e. product, price, promotion and place 
(distribution)) is utilised to improve customer service quality 
in terms of reliability, tangibility, assurance, responsiveness 
and empathy (Islam, et al., 2013; Thompson et al., 2013; 
Heerde, Van Gijsenberg, Dekimpe and Steenkamp, 2013) 
especially during tough economic times where managers 
feel the need to make changes to their marketing mix. 
The analysis of the typical marketing mix will enable 
the pin-pointing of key decisions that need to be made 
when aiming to drive sales and influence consumer 
purchases in liquor outlets. Uchenna (2015) argues that 
if the marketing mix meets with customers’ expectations 
and interests; the company’s competitive position relative 
to competitors in the market will have an advantage and 
grow the company’s profitability in the future.In order to 
grasp the details of each marketing mix; sub-elements 
were considered. These included costs, quality relative to 
cost, elasticity and price increase, design, packaging, life 
cycle, incentives, integrated marketing communication, 
word of mouth, availability, cold and ambient space. This 
is illustrated in Table 2.

TABLE 2: MARKETING MIX

Independent 
Variable Sub Elements

Price Costs
Quality relative to cost
Elasticity and Price increase 

Product Design
Packaging
Life cycle 

Promotion Incentives
Integrated marketing 
communication
Word of mouth

Place Availability
Cold space
Ambient space

The key consumer occasions

Thach (2012) suggests that wine marketing researchers 
have identified a variety of factors that influence wine 
consumption. The occasions are possibly the same for beer 
consumption and/or for most of the alcoholic beverages 
in the industry and therefore will be used in this paper 
as a reference point going forward. A key differentiator 
is occasion or situation. Thach (2012) reveals that an 
analysis of previous studies shows that seven common 
liquor occasions can be determined: (1) liquor with meal 
at home; (2) liquor with meal in restaurant; (3) liquor with 
meal in casual setting such as a Barbeque or Picnic; (4) 
liquor for a special occasion/celebration; (5) liquor alone 
to relax; (6) liquor at a tavern, restaurant, club or bar and 
(7) liquor in at various types of events. These will be used 
as a point of reference for this research. It also worth to 
note that these occasions could either be mixed gender or 
single gender occasions.
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On the other hand, research by Ignite Research (2013), 
on behalf of SAB, reveals that the key occasions in the 
South African market context can be classified as wind-
up occasions and wind-down occasions. Wind-down 
occasions are associated with relaxing or chilling which 
is more likely to be at home. Wind-up occasions are 
associated with getting the party started or rev-up which is 
more likely to be out of home. Considering the statements 
above; it is important for marketers and outlet owners alike 
to understand the ultimate path to purchase for each of 
these occasions. This understanding, will hopefully, result 
in higher traffic of consumers and or shoppers purchasing 
their products and or brands.

Most consumers who are not involved in product 
development and or self-production rely on businesses to 
provide the goods and services they want. Such consumers 
want shopping experiences that are satisfactory and 
will meet their needs. Such experiences cannot be 
disentangled from the products sought by consumers. 
Most consumers in highly competitive markets, would 
seek quality goods and would insist on an accompanying 
shopping experience that is pleasing (Peterson and Ekici, 
2007). This brings a few questions to mind such as: Are 
consumers shopping for home consumption occasions? 
Are the purchased products for self-consumption or for 
consumption by others? Whatever the answers to these 
questions, there are secondary questions such as: what 
is the occasion on which they will be consuming? What 
are the different items they will be purchasing for different 
occasions? Are the items the same when it is for self, as 
compared to for someone else? Do brands purchased 
matter when it is for self or others?
Over and above the seven occasions and the shopping 
mentioned above, there is trendspotting. According to Du 
and Kamakura (2012) consumer interests, tendencies and 
behaviour must be tracked. This can be done by using 
marketing intelligence such as trendspotting. Trendspotting 
includes monitoring shifts or signs in consumers’ wants and 
needs through qualitative analysis, searching online and / 
or by monitoring individual indicators (Du and Kamakura, 
2012). Well-researched information on the above will give 
marketers great insights which can inform their decision 
making. SABStrategic Insights (2013) note that there are 
occasion specific and general pantry-stock-up purchases. 

Occasion specific include a badge occasion, everyday 
occasion, gift purchase and emergency supply. General 
pantry stock-up includes bulk pantry stock-up (long term) 
and Weekly top up (short term). Knowing occasions in 
isolation will possibly not be enough to drive consumers 
and shoppers along the path to purchase. That knowledge 
must be supported by understanding and some knowledge 
of consumer touch points. This will allow marketers to 
direct their marketing efforts to connect with consumers 
based on what they like. 
 
Desai and Hoyer (2000) make the following argument that 
should be noted by marketers and retailers: consumers 
have the ability to keep and withdraw items associated 
with distinctive occasions and preferences compared to 
general goals or general situations. Hence, for a product 
or service to be relevant and resonate with a most-often 
occasion, with high frequency, its association with the 
occasion should be enhanced because items strongly 
associated with the occasion are directly withdrawn. In 
variation, the occasion goal satisfying ability of a product 
should be emphasised for that product to remain or enter 
the set of a low-frequency occasion. The general practice 
of associating the product with a generic goal in such 
occasions (for example; when thirsty, drink beer for its 
refreshing nature) may not result in the retrieval of the 
product because its association with the occasion goal may 
not have been established. This argument also applies to 
location goals and generic goals (Desai and Hoyer, 2000).

RESEARCH METHODOLOGY   

The objective of this paper is to measure the relationships 
between Consumer purchasing decision (dependant 
variable) and Product, Promotion, Price and Place 
which are referred herein as independent variables. 
A questionnaire was designed from previous literature 
studies and surveys. The questionnaire was divided into 
two sections, namely Section I captured key demographic 
information such as whether the respondent consumes 
alcohol or not, Gender, Age, Education Level, Ethnic group, 
Marital Status, Geographical location, Income, On- vs 
Off-premise’ purchase frequency, Sector of employment, 
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Choice alcohol category and Number of dependents. 
Section II contained 15 questions relating to price 
(Costs, Quality relative to cost, elasticity and increase), 
15 questions relating to product (design, packaging, life 
style), 15 relating to promotion Incentives, IMC, WOM), 
15 questions relating to place (availability, cold space, 
ambient space) and 5 questions relating to occasions. All 
questioned were presented to be answered in a five point 
Likert scale. The scale weighting ranged from one to five 
as follows: Strongly Disagree (1); Disagree (2); Neutral/
Do not Agree or Disagree (3); Agree (4); and Strongly 
Agree (5). The questionnaire instructed the respondents 
to highlight the answer that best described them and or 
their preferences. 

The 338 respondents for this study were randomly selected 
consumers and shoppers within the Border district. Their 
responses were filled in with the assistance of a sales 
representative. All sale representatives were trained on 
completing the questionnaire. Only consumers over the 
age of 18 were included in this study. The majority of the 
surveyed consumers and shoppers reside in four key 
municipalities within the Border District where this study 
took place namely; Buffalo city, Amathole, Chris Hani 
and Joe Gqabi municipalities. Most of these consumers 
and shoppers are serviced by licenced outlets within 
these municipalities. The initial target of the study was to 
interview 350 consumers across these key municipalities. 
However, 338 consumers were interviewed which equates 

to 96.5% of the initial target.

The following hypotheses are formulated in order to test 
the relationship between the independent variables (Price, 
Product, Promotion and Place) and the dependant variable 
Consumer purchasing decision:

H1 = “There is a high level of agreement that price 
influences consumer purchase decision”;

H2 = “There is a high level of agreement that product 
influences consumer purchase decision”;

H3 = “There is a high level of agreement that promotions 
influences consumer purchase decision”; and

H4 = “There is a high level of agreement that place 
influences consumer purchase decision”.

RESEARCH FINDINGS

The gender of the respondents indicates that 64% (n=211) 
were male and 36% (n=119) were females (Figure 1). The 
high response rate from males can be attributed to the 
fact that, in society, males are predominantly known to be 
more drinkers than females. Males are also more likely to 
be the majority gender in taverns, bars, bottle stores and 
other outlets where the survey was conducted. 

GENDER
 
Male

< 41-50 
years

< 21 years

< 51-60 years

< 21-30 years

< 61 + years

< 31-40 years

36%
64%

6%
2%

64%

47%
30%

8%

 
Female

               
FIGURE 1: GENDER                                                                                              FIGURE 2: AGE 
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Figure 2 indicates that the majority (47%, n=156) of 
the respondents were between the age of 21-30 years, 
followed by 30% (n=100) between the ages of 31-40 
years, then 41-50 years at 8% (n=28). These results 

indicate a well-balanced mix of the age groups which will 
assist in giving diverse views of the research results when 
comparing younger consumers and older consumers. 

50.0

30.0

10.0

40.0

4.2

21.8

42.4

15.5 16.120.0

0.0
Daily Weekly Weekends 

only

Period

PURCHASE FREQUENCY

Pe
rc

en
ta

ge

Twice a
month

Monthly 
or less

FIGURE 3: PURCHASE FREQUENCY DISTRIBUTION

95% of the respondents to the surveys consume alcohol 
and 5% are possible shoppers who agreed to participate 
as they may be purchasing alcohol for consumption 
by others. Figure 3 indicates that 42.4% (n=140) of the 
respondents make their purchases on weekends only, 

followed by 21.8% (n=72) on a weekly basis and 16.1% 
(n=53) monthly. This confirms the South African practice 
where most people would socialise mainly on weekend 
and spend mostly after payday.

INCOME LEVELS EDUCATION  
LEVELS

8%

R5 000 or less Below matricR5 001 - R10 000 Matric

R10 001- R15 000 DiplomaR51 001 - R20 000 Undergrad

R20 001+ Postgrad

16%

12%

17%

47%

   
FIGURE 4: INCOME LEVELS                                        FIGURE 5: EDUCATION LEVEL
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Figure 4 depicts responses to question regarding the 
income levels of the respondents. It can be seen that 47% 
(n=155) of the respondents earn R5000 or less, followed by 
R5 001 to R10 000 at 17% (n=57) and R15 001 – R20 000 
at 16% (n=51). This is in line with the Border district’s 
income population and the Eastern Cape as a whole. The 

Eastern Cape is known as the poorest province in South 
Africa due to levels of unemployment. Figure 5 shows that 
17% (n=56) had an education qualification below matric, 
33% (n=109) a matric, 25% (n=82) a diploma, 14% (n=44) 
an undergraduate qualification and 11% (n=36) a post-
grad qualification. 

   

ON PREMISE FREQUENCY OFF PREMISE FREQUENCY

5%

Daily DailyWeekly Weekly

Weekends only Weekends onlyTwice a month Twice a month

Monthly or less Monthly or less

17%

16%

21%

41%

31% 16%
3%

36%14%

FIGURE 6: ON-PREMISE FREQUENCY                           FIGURE 7: OFF-PREMISE FREQUENCY

Figure 6 depicts responses to question eleven regarding 
the visit to on-premise sites by the respondents. It can be 
seen that 41% (n=135) of the respondents visit venues 
during weekends only, followed by weekly at 21% (n=67) 
and monthly at 17% (n=57) and then twice a month at 
16% (n=51). Weekend visits to on-premise are a majority 

possible due to the long-standing practice in society across 
South Africa, where people go out, socialise and reward 
themselves with a drink after the week’s hard work. Figure 
7 shows that 36% (n=116) of the respondents frequent 
off-premise on weekends only, followed by 31% (n=101) 
monthly. 
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FIGURE 8: FIRST CHOICE OF DRINK                              FIGURE 9: SECOND CHOICE OF DRINK

Some 49% (n=160) of the respondents indicated that beer 
is their preferred alcoholic beverage, 20% (n=65) indicated 
wine (n=65) and 18% (n=59) cider (Figure 8). Beer is 
known as a drink of moderation and it is regarded to be 

the oldest form of alcohol which is always available during 
social festivities. 31% (n=100) of the respondents choose 
spirits as their second choice of drink (Figure 9), followed 
by both beer and wine at 23% (n=74) respectively, then 
cider at 18% (n=58). 

\
  

I drink a different alcoholic beverage at home than 
when I’m in public

I drink a different drink when I’m having a meal 
(than my usual drink)

Strongly agree 
6%

Agree 21%

Strongly 
disagree 

20%

Disagree 
10%

Neutral 
17%

Agree 47%

Strongly 
agree 20%

Strongly 
disagree 4%

Disagree 
34%

Neutral 19%

FIGURE 10: HOME VS PUBLIC DRINK CHOICE             FIGURE 11: PUBLIC DRINK CHOICE
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Most consumers (54%) disagree that they change from 
the usual drink to a different drink when at home than in 
public (Figure 10). A further 27% agree that they drink a 
different alcoholic beverage at home than when they are 
in public. These findings can be linked to brand loyalty 
as argued by Burns, Dato-on and Manolis (2015); Phau, 
Sequeira and Dis (2009). Most consumers agree that 
they change from the usual drink to a different drink when 

they go out. This is supported by 69% of the respondents 
as depicted by Figure 11. This can be attributed by the 
notion that consumers like to badge and want to be seen 
drinking brands that will be deemed socially acceptable 
in public or brands that are the latest trend.  Desai and 
Hoyer (2000) noted that consumers link their purchases 
to specific occasions.

I will buy the alcoholic product that sponsored  
the event

I drink a different drink when I’m having a meal 
(than my usual drink)

Strongly agree 
6%

Agree
26%

Strongly 
disagree 

14%

Disagree 
21%

Neutral 34%

Strongly agree 
7%

Agree
31%

Strongly 
disagree 

12%

Disagree 
25%

Neutral 25%

    
FIGURE 12: SPONSORED EVENT                                FIGURE 13: MEAL OCCASION

Most consumers disagree that they change from the usual 
drink to a drink supplied by the company that sponsored 
the event. This is supported by 35% of the respondents 
as depicted by Figure 12 compared to the 31% who agree 
with the statement. This could also be mainly driven by 

brand loyalty. Some consumers agree that they change 
from the usual drink to a different drink when having a 
meal while others don’t. This is supported by 38% of the 
respondents who Agreed/Strongly Agreed compared to 
37% who Disagree/Strongly Disagree (Figure 13).
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I drink a different drink when it’s a special occasion i.e. celebrations (than my usual drink)

Strongly agree 
14%

Disagree 
20%

Neutral 23%

Agree 31%

Strongly 
disagree 12%

FIGURE 14: SPECIAL OCCASIONS

The majority of consumers agree that they change from 
the usual drink to a different drink when it is a special 
occasion. This is supported by 45% of the respondents 
compared to 32% who disagree as depicted by Figure 
14. These findings are aligned to the literature discussion 
where Skinner (2009) argues that culture of drinking 
and social life and different countries have different 
consumption patterns and attitudes. 

The results presented above, generally indicate that on 
occasions, where alcohol consumption takes place, 
such as going out and celebration occasions, influence 
consumer purchasing decision. It was also established 
that branding is positively related to consumer-purchasing 
decision as the majority of consumers confirmed that 
badging and which brand they seen drinking in public is 
important. It was further, established that the key drivers 
that are not negotiable from the consumer’s point of view 
include price, quality, availability and product temperature.
 

This study further investigated how the four p’s will 
affect the purchasing decision of consumers in the liquor 
industry in the Border Region. Uchenna (2015) identified 
sub-elements that form part of the marketing mix (four p’s), 
these included costs, quality relative to cost, elasticity and 
price increase, design, packaging, life cycle, incentives, 
integrated marketing communication, word of mouth, 
availability, cold and ambient space (Table 2). The 
statements in the questionnaire were statistically analysed 
and the results presented below.

Cronbach’s alpha coefficient is one the most widely used 
tests for checking the internal reliability of multiple item 
scales  (Collis and Hussey, 2014). A Cronbach Alpha  
value of between 0.50 and 0.69 has been indicated as 
acceptable for new and experimental research. The 
Cronbach Alpha values obtained in this study range 
between 0.50 and 0.91, except for Place (Availability) 
which was 0.43 (Table 3).
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TABLE 4: HYPOTHESIS TESTING

Sub-elements of the four p’s Cronbach Alpha
A)   Price (Costs) 0.52
B)   Price (Quality relative to cost) 0.66
C)   Price ( Elasticity and Increase) 0.65
D)   Product (Design) 0.70
E)   Product (Packaging) 0.53
F)   Product (Life Cycle) 0.66
G)   Promotion (Incentives) 0.61
H)   Promotion (IMC) 0.91
I)    Promotion (WOM) 0.82
J)   Place (Availability) 0.43
K)   Place (Cold Space) 0.73
L)   Place (Ambient space) 0.50
M)   Occasion 0.64

 

  TABLE 3: CRONBACH’S ALPHA COEFFICIENT FOR ALL SUB-ELEMENTS (N= 332)

Hypothesis Hypothesis Description Mean Reference 
Constant

Hypothesis 
Accepted or 

Rejected
H1 There is a high level of agreement 

that price influences consumer 
purchase decision.

3.31 3 Accepted

H2 There is a high level of agreement 
that product influences consumer 
purchase decision.

2.75 3 Rejected

H3 There is a high level of agreement 
that promotions influences 
consumer purchase decision.

3.28 3 Accepted

H4 There is a high level of agreement 
that place influences consumer 
purchase decision.

2.95 3 Rejected

The hypotheses developed in this research study have 
been accepted for price and promotion indicating that price 
and promotion influence consumer purchasing decision 
in alcohol purchases in the Border region (Table 4).  

The optimisation of the marketing mix is rejected for 
product and place, this could be as a result of the low 
income levels within the border district in the Eastern 
Cape.



71

MARKETING MANAGEMENT

ISBN 978-0-620-71113-5

10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th September 2016  

 

TABLE 5: T-TEST OF FOUR P’S

FOUR 
FACTORS MEAN STD. DEV N DIFF. STD. DEV. 

DIFF. T DF P COHEN’S 
D PRACTICAL

PRICE 3.31 0.48
PRODUCT 2.75 0.69 332 0.56 0.71 14.45 331 0.0000 0.79 Medium

PRICE 3.31 0.48
PLACE 2.95 0.68 332 0.36 0.69 9.49 331 0.0000 0.52 Medium
PRICE 3.31 0.48

PROMOTION 3.28 0.46 332 0.04 0.57 1.17 331 0.2422
PRODUCT 2.75 0.69

PLACE 2.95 0.68 332 0.20 0.56 -6.50 331 0.0000 0.36 Small
PRODUCT 2.75 0.69

PROMOTION 3.28 0.46 332 0.52 0.68 13.96 331 0.0000 0.77 Medium
PLACE 2.95 0.68

PROMOTION 3.28 0.46 332 0.32 0.66 -8.83 331 0.0000 0.48 Small

Table 5 indicates whether there are significant differences 
between the means of the four marketing mix factors. 
The results indicate that there is a significant difference 
between price and product as all p-values are less 
than 0.05. Both of these elements of the marketing mix 
indicate a medium practical significance. Price and place 
also indicate medium practical significance as well as 
promotion and place.  

Place and product show a small practical significance. On 
the other hand, place and promotion also indicated small 
significance. However, there is no significant difference 
between price and promotion as the p-value is greater 
than 0.05.

Other significant findings in the study indicate that there 
are no significant differences in price, product, place and 
promotion influence on consumer-purchasing decision for 
gender as all p-values were greater than 0.05. The study 
further found that the four p’s (Price: f=3.24, p=0.0126; 
Product: f=3.74, p=0.0055; Place: f=5.14, p=0.0005; 
Promotion: f=1.55, p=1874) would affect purchasing 
decisions differently for the various age groups. 

CONCLUSIONS AND MANAGERIAL 
RECOMMENDATIONS

The Eastern Cape liquor industry contributes approximately 
R7 billion to the GDP of regional economy and over 23 
000 permanent jobs are supported by the Eastern Cape 
liquor industry annually. Companies providing goods and 
services in the liquor trade are continuously endeavour 
to increase market-share and profitability. Companies 
in the Border region of South Africa have not identified 
the marketing mix elements that influence consumer 
purchasing decisions in liquor outlets. This research study 
established that the elements of the marketing mix that 
influence consumer-purchasing decision in liquor outlets 
in the Border region are price and promotions. The highest 
percentage of respondents are in agreement that beer 
is a first choice of drink and a second is spirits. 69% of 
the respondents agree that they change from the usual 
drink to a different drink when they go out and socialise. 
This can be attributed to the notion that consumers like 
to badge and want to be seen drinking brands that will be 
deemed socially acceptable in public, or brands that are 
the latest trend.
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Managerial Implications

The hypothesis (H1) developed in this research study was 
rejected for product as the there was a medium level of 
agreement that product influence consumer purchasing 
decision. Marketers need to make products resonate 
with what the consumers want, require and or need by 
using further marketing research. This implies that it is not 
impossible to miss the fact that consumer requirements are 
changing constantly and consumers are likely to prioritise 
other elements of the marketing mix. The hypothesis (H2) 
developed in this research study was accepted for price as 
there was a high level of agreement that price influences 
consumer-purchasing decision. Costs must be kept down 
and margins low in order to gain competitive advantage. 
This is particularly imperative with the Border District in the 
Eastern Cape due to the low income levels.
 
The hypothesis (H3) developed in this research study 
was accepted for promotion as there was a high level 
of agreement that promotion influences consumer-
purchasing decision. The business implications are that 
all activities undertaken by one entity with the purpose 
of making its products or services known to the market, 
or for the purpose of selling them need to be promoted 
frequently. This means that marketers can use promotions 
to form part of their 360 degree integrated marketing 
communications (IMC) to reach a wider audience and/ or 
various target markets using various platforms such as 
radio, TV, print media and or social networks. It is critical to 
get it right in marketing at store level and corporate level.

The place hypothesis (H4) was rejected. Companies need 
to increase capabilities to make the products available to 
consumers more accessible and adaptable and to ensure 
the marketing function can make this possible. For retailers 
and distributors of alcoholic products it is critical to look 
at the distribution from both on-and-off premises point of 
view to ensure that it remains efficient as consumers are 
more exposed to wider variety and choice.

Limitations of the Study

The following limitations of the study have been identified:

•  There was no clear separation between rural and 
urban consumers that responded;

•  There was wide geographic dispersion; and

•  Interviewers needed to be trained and their level of 
consistency may have differed during the interviewing 
process.

Further Research

Future research should explore the following:

•  The impact of licence restrictions to consumption 
patterns;

•  The impact of legislation to the distribution of alcohol 
in the Eastern Cape; and

•  The impact of municipality liquor by-laws to income 
generation by retailers and the Eastern Cape 
economy.
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ABSTRACT

This paper sets out to examine the perceptions of 
students, working population and pensioners regarding 
customer service within the Nelson Mandela Bay 
Metropole. South Africa consistently appears in surveys 
as one of the worst countries in the world with regards to 
customer service. The theoretical framework for this study 
is based on a comprehensive literature study. Based 
on the quantitative research paradigm, the empirical 
study consists of a survey among 120 customers from 
the designated population (40 from each customer 
category). Self-administered questionnaires were used. 

Aspects regarding customer service such as reasons 
for customer service failure, customer expectations, 
elements of a customer-centric organisation and the 
importance of effective customer service among the 
three different customer categories were investigated. 
The empirical results revealed that there is not much 
difference in perceptions regarding customer service 
among these three customer categories. Practical 
guidelines are provided to service providers as to 
enhance the customer’s experience of service delivery. 

Keywords: customer categories; students; working 
population; pensioners; customer service levels
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“Creating superior customer experience seems to 
be one of the central objectives in today’s retailing 
environment. Retailers around the globe have embraced 
the concept of customer experience management, 
with many incorporating the notion into their mission 
statements. Yet despite the recognition of the importance 
of customer experience by practitioners, the academic 
marketing literature investigating this topic has been 
limited. Publications on customer experience are mainly 
found in practitioner-oriented journals or management 
books … creating a distinctive customer experience can 
provide enormous economic value for firms … only a 
limited number of articles explore customer experience in 
depth from a theoretical perspective.”  (Verhoef, Lemon, 
Parasuraman, Roggeveen, Tsiros & Schlesinger 2009:31).

INTRODUCTION AND PROBLEM 
STATEMENT

Customer service is important for all organisations in 
South Africa, as it can been seen as an aspect that can be 
used to differentiate an organisation from its competition 
and be a tool to improve customer retention and increase 
brand loyalty (Brink & Berndt 2008:46). Gowan, Seymour, 
Ibarreche and Lackey (2001:277) explain that a crucial 
element of customer service is being able to meet and 
exceed the expectations of the customer, this is service 
quality. However customer service is currently not at a 
sufficient level with Brink and Berndt (2008:48) explaining 
that in research conducted in the United Kingdom, 
United States of America and Australia only 10% of 
the organisations were found to be delivering effective 
customer service. Furthermore, Jude (2013) states that 
South Africa consistently comes up as one of the worst 
for customer service in the world. Furthermore, according 
to BusinessTech (2014) the cost of customers switching 
organisations because of poor customer service is worth 
US$ 47 billion in South Africa.  

Customer service is becoming a higher priority for 
organisations that place customer retention, customer 
loyalty and profitability as important goals (Wisner & 
Stanley 2007:76). However according to Department 
of Tourism (2011:15), South African customer service 

received more negative descriptors (and more intense) 
than positive ones. Furthermore, the Department of 
Tourism (2011:15) explains that the general impression 
of South African customer service included: high level of 
frustration, inconsistency of customer service and poor 
training of staff. Brink and Berndt (2008:46) highlight that 
in South Africa, currently superior customer service is the 
exception, while indifferent customer service is prevalent.

Marx (2005) and Woodruff (1997) emphasised that 
there is a need for scientific knowledge about consumer 
behaviour that relates to customer service. Le Roux 
and Van Rensburg (2014:8) emphasise the importance 
of future studies being undertaken to determine the 
perceptions of student’s with regards to their customer 
service expectations from service providers. Furthermore, 
Brady and Cronin (2001:249) highlight that future research 
should focus on the demographic variables: age, gender, 
income, ethnic status or education affecting customer 
perceptions. Illias, Hasan, Rahman and Yasoa (2008:131) 
are of the opinion that very limited research has been 
done to test demographic factors that contribute towards 
satisfaction and service quality. Researchers such as 
Grazhdani and Merollari (2015:155), Min and Khoon 
(2014:90) and Mirzagoli and Memarian (2015:2049) 
attempted to investigate the effects of demographic 
factors on customer service in other contexts, no research 
has of yet been done among these customer categories 
with Nelson Mandela Bay Metropole. Therefore given 
the importance of customer service to organisations, 
particularly in a developing county such as South Africa, 
it is important to investigate the perceptions of customer 
service levels in Nelson Mandela Bay with particular 
focus placed on the demographic factor age. This study 
will therefore investigate the perceptions of different 
customer categories (students, the working population 
and pensioners) regarding current service levels in the 
Nelson Mandela Bay Metropole and in doing so attempt 
to provide ways to improve the level of customer service 
in the Nelson Mandela Bay Metropole for students, the 
working population and pensioners. A student might not 
have the same expectations regarding customer service 
as compared to a pensioner.  

Therefore the research question for this study is: Does 
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the different customer categories (students, working 
population and pensions) perceive customer service 
differently in the Nelson Mandela Bay Metropole?

RESEARCH OBJECTIVES

The primary objective of this study it to investigate the 
perceptions of different customer groups (students, 
working population and pensioners) regarding 
customer service levels in the Nelson Mandela Bay 
Metropole. By investigating customer service levels of 
different consumers (students, the working population 
and pensioners) this study attempts to provide 
recommendations on how customer service levels can 
be improved. The secondary objective, is to provide 
guidelines to both owners and managers of businesses 
in the Nelson Mandela Bay Metropole on how to improve 
their customer service levels for the different customer 
categories.

LITERATURE OVERVIEW 

In the paragraphs to follow the nature of customer 
service will be elaborated on as well as the importance 
of customer service highlighted. Thereafter customer 
centric organisations and customer service expectations 
will be discussed. This will be followed by the reasons why 
customer service fail and finally customer service in South 
Africa will be elaborated on.

The nature of customer service

Customer service can be defined as the provision of a 
service to a customer before, during and after a purchase 
(Brink & Berndt 2008:56). Marx (2005:6) define customer 
service as a combination of activities and strategies offered 
by retailers with the intention of giving a rewarding shopping 
experience to their customers in an effort to increase service 
quality and customer satisfaction.  Whereas Grӧnfeldt and 
Strother (2006:25) explain that customer service is the 
service provided by an organisation in support to their core 
product. Brink and Berndt (2008:56) agree and emphasis 

that customer service is any additional service that an 
organisation provides to customers to maintain their 
loyalty and to secure a sale. There are five key elements of 
effective customer service, namely: people and processes, 
telecommunications support, computer systems support, 
field organisation support and preventative analysis (Brink 
& Berndt 2008:50). 

Maintaining a high level of customer service goes 
beyond simply offering a high quality product, customer 
service  focuses on the way the relationship between the 
organisation and the customer is handled (Wilmshurst & 
Mackay 2002:358). Furthermore, in ensuring a high level 
of customer service organisations need to be: credible, 
accessible, reliable and excellent in all that it does 
(Wilmshurst & Mackay 2002:358).      

The importance of customer service

Customer service is important because it is both a promise 
and an activity, but there is often a discrepancy between 
what is promised and what is delivered by organisations 
(Brooks 2002:96). With ever changing customer 
expectations, organisations are considering customer 
service as an important competitive tool by which to 
distinguish their product offerings from their competitors 
(Brink & Berndt 2008:57). Rushton, Oxley and Croucher 
(2000:47) agree and state that customer service is crucial 
as it serves as a means to differentiate between one 
organisation’s offerings and its competitors. 

Rushton et al. (2000:47) further highlights the importance 
of customer service as a critical success factor in 
organisations because of the growing realisation that 
satisfying customers are key to achieving competitive 
success. Customer service is seen as high priority in 
organisations where customer retention, customer loyalty 
and customer profitability is important (Wisner & Stanley 
2007:76). Furthermore, Newby and McManus (2002:3-5) 
indicate that there are several benefits of delivering good 
customer service for both customers and the organisation. 

These benefits of high levels of customer service are 
summarised in Table 1.
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TABLE 1: BENEFITS OF DELIVERING HIGH LEVELS OF CUSTOMER SERVICE

Customers Organisation 

Customers will be friendly towards the organisation 
and will be more understanding of occasional problems 

Cost-efficiency (less time spent on complaints and 
correcting mistakes) 

Increased satisfaction, knowing customers enjoy 
dealing with the organisation and respect the work that 
the organisation does 

A good reputation is important for attracting future 
customers and investors, which can lead to a 
sustainable competitive advantage 

Less time is spent on solving problems Productive, stress-free work environment 

Source: Newby & McManus (2002:3-5)

Customer-centric organisations

Customer-centric organisations have a philosophy to 
serve customers, all decisions that are made by the 
organisation start with the customer and are relationship 
orientated (focused on building long term relationships 
with the customer) (Shah, Rust, Parasuraman, Stalin 
& Day 2006:115).  Customer-centricity can be created 
through forming long-term relationships with the most 
valuable customers and interacting with these customers 
across multiple points of contact (Galbraith 2005:2). In 
addition, customising the organisation’s offerings for 
different customers segments, learning about the needs 
of customers and using this knowledge to create unique 
value for the customer is crucial (Shah et al. 2006:115). 
A customer-centric organisation will invest heavily in a 
Customer Relationship Management process (CRM) that 
captures customer interactions at all touch-points for the 
most profitable customers (Galbraith 2005:18). The most 
powerful people at a customer-centric organisation are 
the relationship managers serving the most important 
customers (Galbraith 2005:22).

Customer service expectations

Customers have certain expectations regarding their 
interactions with organisations and the services delivered 
to them (Goodman 2009:34). These expectations 
include clear brand promises and consistent service 
delivery (Goodman 2009:35). In contrast, Brink and 
Berndt (2008:62) explains that the types of customer 

expectations present in service delivery include predicted 
service, desired service and adequate service. Customers 
anticipate certain performance levels and customers 
evaluate their satisfaction levels by comparing predicted 
service to the perceived service received. Desired service 
is an ideal expectation that reflects what customers 
actually want, for example to be addressed by their name. 
Desired service is said to reflect a higher expectation than 
predicted service. Adequate service reflects a minimum 
tolerable expectation and reflects the level of service 
the customer is willing to accept based on experiences 
or norms that develop over time. Adequate service is 
influenced by predicted service and encounters that fall 
below expected norms or fall below adequate service 
expectations (Brink & Berndt 2008:62).

It is important for all employees within an organisation 
to understand customers’ expectations and their role in 
delivering the customer experience (Goodman 2009:34-
35). Furthermore, immediate resolution of problems is 
an expectation of customers, where customers expect 
instant gratification from the service they request and 
responsive personnel. Another expectation of customers 
is for personnel to show empathy when an unpleasant 
situation occur and lastly, it is important for customers that 
service personnel are knowledgeable about their needs 
and that a personal relationship are established between 
the two parties. If customers have low expectations or they 
are reluctant to complain, the organisation should realise 
that it has trouble, because customers have reached the 
point where they feel that complaining will not improve the 
current situation (Goodman 2009:34-35).
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Reasons why customer service fail

According to Brink and Berndt (2008:69-70) the main 
reasons for the failure of customer service are: the fact 
that the market is not properly segmented, customer 
databases are incomplete or non-existent, the organisation 
is managed from the inside out, all blame is shifted 
downward, misunderstandings below the line of visibility, 
the focus is on attracting new customers as opposed to the 
retention of current customers and lastly customer service 
fails due to dehumanised customers. On the other hand, 
Frow, Payne, Wilkinson and Young (2011:82-83) indicate 
the following reasons contributing to customer service 
failure which includes, information misuse or privacy 
invasion, where detailed information about customers that 
was collected for the purpose of serving customers’ needs 
more efficiently are sold to other organisations without the 
knowledge or consent of customers. 

Wisner and Stanley (2007:131) indicate that customer 
service failures occur when the delivered customer service 
does not meet customer’s expectations. An organisation’s 
recovery from poor service levels is an important 
determinant of the customer satisfaction levels that might 
follow (Wisner & Stanley 2007:131). Customer service 
elements should be based on customer needs, wants and 
expectations (Wisner & Stanley 2007:131). It is important 
to remember that customers affect one another indirectly, 
by being part of the same environment and directly through 
specific interpersonal encounters (Huang 2008:522). 
If a customer is dissatisfied with the customer service 
experienced at a specific organisation, the customer 
would not hesitate to use word-of-mouth communication 
to inform fellow customers (Huang 2008:522).

Customer service in South Africa

South Africa consistently appears in surveys as one of 
the worst countries in the world with regards to customer 
service (Jude 2013). Robbins, Judge, Odendaal and Roodt 
(2009:14) highlight how South African consumers are 
continuously complaining about the low levels of customer 
service in the country.  Furthermore Robbins et al. (2009:14) 
found that the most frequent customer service complaints 
in South Africa included: standing in a queue for an 

unreasonable length of time or listening to a voice over the 
telephone assuring the customer that the operator would 
soon answer the phone and be of assistance. According to 
Jude (2013) there are three main reasons for poor service 
in South Africa. Firstly, customers have become willing 
victims, customers have been accepting poor service for 
so long now, that they have come to expect poor service 
(Jude 2013). Another reason for poor customer service is 
that staff are not adequately trained, in order for staff to 
understand customer service, they have to be trained on 
organisation systems, on sales and service techniques, on 
communication skills and on interpersonal skills. Finally, 
staff are not properly motivated, staff need to be motived 
by both monetary and non-monetary rewards in order 
to be motivated and delivery excellent customer service 
(Jude 2013). This study will only focus on Nelson Mandela 
Bay Metropole (South Africa).

RESEARCH DESIGN AND METHODOLOGY

This study made use of a positivistic research paradigm 
which followed a quantitative research approach. A 
positivistic research paradigm highlights that the social 
world exists externally to the researcher and that its 
properties can be measured directly through observation 
(Gray 2013:21). According to Welman, Kruger and Mitchell 
(2005:6), a quantitative research approach motivates 
the natural scientific methods in human behavioural 
research and maintains that research must be limited 
to what is observable and can be measured objectively. 
Kothari (2004:3) asserts that the quantitative approach 
is established on numerical measurements and can 
be applied in events that can be expressed in terms of 
quantities. Furthermore this study will make use of a self-
administered questionnaire to collect the quantitative data 
from the respondents. 

Population and sampling

This study focused on the population that comprised of 
all students, the working population and pensioners in 
Nelson Mandela Bay Metropole. The Nelson Mandela Bay 
Metropole includes Port Elizabeth, Uitenhage, Dispatch 
and the surrounding rural area’s (Nelson Mandela Bay 
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Municipality 2016).  In terms of the customer categories, 
Dictionary.com (2016) defines a student as a person 
formally engaged in learning in order to enter a profession, 
especially one enrolled at a school, college or university.  
For the purpose of this study students are members of 
society that are undertaking an educational course at a 
tertiary institution (university or college in Nelson Mandela 
Bay Metropole) and were registered for the 2016 academic 
year. In terms of the working population it is the social 
group consisting of people who are employed for wages 
and eligible, able and willing to work (EconPort 2016). 
In this study the working population will be members of 
society who are actively involved in a working situation 
and who are earning a regular income (either a salary or a 
wage).  Finally Hartfree, Hirsch and Sutton (2013) define 
a pensioner as a person who is retired and receives a 
pension. For the purpose of this study pensioners were 
defined as members of society who are retired (65 years 
and over) and are no longer actively working. 

In terms of the sample of this study, it comprised all three 
customer categories (students, working population and 
pensioners) within the borders of the Nelson Mandela 
Bay Metropole. Flied workers were used to approach the 
three customer groups in this study and administer the 
questionnaire. Students from Nelson Mandela Metropolitan 
University (NMMU) and other private colleges in Nelson 
Mandela Bay Metropole were approached. The working 
population and pensioners were approached in various 
areas such as: shopping malls, entertainment area’s and 
South African Social Security Agency (SASSA) payout 
points. A convenient sampling technique was utilised in 
order to obtain the data for this study. Convenient sampling 
is when researchers make use of participants on the 
basis of availability and willingness to respond (Gravetter 
& Forzano 2012:151). An equal number (40 usable 
questionnaires) of each customer category (students, 
working population and pensioners) were obtained. The 
total sample size was thus 120 respondents.

Measuring instrument and data collection

In terms of the measuring instrument, a self-administered 
structured questionnaire was utilised to collect the data 
for this study. The measuring instrument comprised of 

two sections, Section A requested the biographical data 
(gender, age, ethnicity, education and the frequency of 
encountering customer service) of respondents. Whereas 
Section B of the measuring instrument made use of a five-
point Likert scale in order to establish the perceptions of the 
different customer categories with regards to service levels. 
For each of the sections, namely: why customer service 
fails, customer service expectations and the importance of 
customer service, eight statements were used for each of 
these sections to determine the respondent’s perception. 
Determining the respondents perceptions of customer-
centric organisations, six statements were used.    

For the section, reasons why customer service fails, the 
respondent was asked to give their opinion and state their 
level of agreement to the statements. The statements 
in this section focused on the reason why customer 
service fail due to: employee mistakes and bad attitude, 
unreasonable expectations, dishonestly, inadequate follow 
up by the organisation, invasion of privacy, core service 
failure or customer service failure. When investigating 
the respondent’s customer service expectations, the 
questions posed focused on: consistency of the service 
delivery, immediate resolution of problems, empathy to 
customer’s problems, knowledgeable and friendly service 
encounters, treated equally, high level of quality, efficient 
and courteous service.

For the questionnaire statements assessing the elements 
of a customer-centric organisation the questions focused 
on whether the organisation focused on: building long-term 
relationships with their customers, customising offerings, 
creating unique value, effectively settle complaints and 
sufficiently invest in the customer service department. 
Finally, the questions which focused on the importance of 
customer service to customer included: loyalty if service 
is effective, positive word of mouth, distinguish between 
businesses based on customer service, less complaints if 
focused on core activities and satisfying specific needs of 
the customers.

Data analysis

In terms of data analysis, once the primary data had been 
collected it was captured in Microsoft Excel and analysed 
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in STATISTICA version 13. The validity and reliability of 
the measuring instrument were first assessed. In terms 
of validity, face and content validity were ensured by 
undertaking a pilot study of ten respondents and obtaining 
experts judgements from management, marketing, 
statistics and customer relationship management on the 
validity of the statements in questionnaire. Once both the 
questionnaires from the pilot study were gathered and the 
experts opinion gathered, changes to the questionnaire 
were made in order to ensure the validity of the measuring 
instrument. 

Cronbach’s alpha coefficients (CAs) were calculated to 
assess the reliability of the measuring instrument, and 
coefficients of 0.60 or higher were regarded as providing 
satisfactory evidence of reliable scales. According to 
Hair, Black, Babin and Anderson (2014) and Steinkuhler 
(2010:126), Cronbach’s alpha reliability coefficients are 
required to be 0.7, however 0.6 or greater can also be 
accepted. Thereafter, descriptive statistics were calculated 
to summarise the sample data.

EMPIRICAL RESULTS

In this section the demographic profile of respondents 
will be discussed as well as the validity and reliability of 
the measuring instrument. Furthermore, the descriptive 
statistics will be presented.

Demographic profile of respondents

As can be seen in Table 2, the majority of respondents 
were female (59%) and most were older than 55 years 
(35%), or between the ages of 15-25 years (27%). Most of 
these respondents were White (59%), followed by Black 
(21%) and Coloured (15%) (see Table 2). With regards to 
education, slightly more respondents had a Diploma or 
National certificate (36%) than a Matric (34%) (see Table 
2). The majority of respondents encountered customer 
service on a daily (63%) basis, followed by weekly (29%) 
and then monthly (7%) (see Table 2).

TABLE 2: DEMOGRAPHIC PROFILE OF RESPONDENTS

Gender Frequency Percentage
Male 49 41%

Female 71 59%
Total 120 100%

Age Frequency Percentage
15-25 years 32 27%
26-40 years 25 21%

41-55 21 17%
Older than 55 42 35%

Total 120 100%
Ethnicity Frequency Percentage

Black 25 21%
White 71 59%

Coloured 18 15%
Asian 2 2%
Other 4 3%

Total 120 100%
Education Frequency Percentage

Matric 41 34%
Diploma or 

National 
certificate

43 36%

Bachelor’s 
degree

20 17%

Postgraduate 
degree/diploma

13 11%

Other 3 2%
Total 120 100%

Frequency of 
encountering 

customer service
Frequency Percentage

Daily 76 63%
Weekly 35 29%
Monthly 8 7%

Other 1 1%
Total 120 100%

Source: Own construction
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Validity and reliability of the measuring 
instrument

In terms of validly, face and content validity were 
undertaken in this study. Face validity refers to whether 
or not the content in the measuring instrument is logical 
and appears to reflect what is being measured (Zikmund, 
Babin, Carr & Griffon 2010:307). Whereas content validity 
is the degree to which the measuring instrument covers 
the breadth of the domain which is being investigated 
(Zikmund et al. 2010:307).  In order to ensure face and 
content validity a pilot study of ten respondents was 
undertaken and opinions from experts from the fields 
of: management, marketing, statistics and customer 
relationship management obtained on the validity of the 
statements in questionnaire. 

The reliability of the measuring instrument was determined 
through the use of Cronbach alpha coefficients. Except 
for reasons why customer service fail, all factors reported 
Cronbach Alpha’s of grater that 0.7 (Nunnally & Bernstein 
1994). The reasons why customer service fail returned 
a Cronbach alpha of 0.610, which Hair et al. (2014:123) 
suggests is still acceptable. The results of the reliability 
assessments are summarised in Table 3. 

TABLE 3: RELIABILITY RESULTS

Subsection Cronbach’s 
Alpha

Reasons why customer service fail 0.610
Customer service expectations 0.734
Elements of customer-centric 
organisations 0.741

Importance of customer service 0.733

Source: Own construction

Descriptive statistics

The mean scores, standard deviations and frequency 
distributions for each of the subsections, namely: reasons 
why customer service fail, customer service expectations, 
elements of customer-centric organisations and the 
importance of customer service are reported in Table 4 to 
Table 7. Response categories on the 5-point Likert scale 
were categorized as follows: responses from 1>=x<2.333 
were categorised as disagree, between 2.333>=x<3.667 
were categorised as neutral; and between 3.667>x<=5.000 
were categorised as agree.

In Table 4 the student population customer category 
descriptive statistics were reported. It can be seen that the 
subsection, Customer service expectation returned the 
highest mean score ( x = 4.23), followed by theubsection 
Reasons why customer service fail ( x = 4.21). It thus 
appears that all three customer categories tend to agree 
with their statements (mean scores cluster around  
point 4).
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TABLE 4: STUDENT POPULATION DESCRIPTIVE STATISTICS (N=40)

Subsection Mean StdDev Disagree % Neutral % Agree %
Reasons why customer service fail 4.21 0.36 0.00 7.50 92.50
Customer service expectations 4.23 0.38 0.00 5.00 95.00
Elements of customer-centric organisations 4.14 0.34 0.00 12.50 87.50
Importance of customer service 4.08 0.40 0.00 12.50 87.50

Source: Own construction

In Table 5 the working population customer category 
descriptive statistics were summarized. It can be seen that 
the subsection, Customer service expectation returned the 
highest mean score ( x = 4.58), followed by the subsection 

Elements of customer-centric organisations ( x = 4.38). All 
mean scores cluster around point four (agree).

TABLE 5: WORKING POPULATION DESCRIPTIVE STATISTICS (N=40)

Subsection Mean StdDev Disagree % Neutral % Agree %
Reasons why customer service fail 4.19 0.49 0.00 10.00 90.00
Customer service expectations 4.58 0.34 0.00 0.00 100.00
Elements of customer-centric organisations 4.38 0.52 0.00 15.00 85.00
Importance of customer service 4.35 0.51 2.50 2.50 95.00

Source: Own construction

In Table 6, it can be seen for the customer category 
pensioners that the subsection, Customer service 
expectation returned the highest mean score ( x = 4.56), 

followed by the subsection Elements of customer-centric 
organisations ( x = 4.38). 
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TABLE 6: PENSIONERS DESCRIPTIVE STATISTICS (N=40)

Subsection Mean StdDev Disagree % Neutral % Agree %
Reasons why customer service fail 4.21 0.41 0.00 10.00 90.00
Customer service expectations 4.56 0.28 0.00 0.00 100.00
Elements of customer-centric organisations 4.38 0.43 0.00 7.50 92.50
Importance of customer service 4.03 0.45 0.00 20.00 80.00

Source: Own construction

What can be seen from Table 4-6 is that the mean 
scores between the customer categories are very 
similar (comparing the mean scores from the different 
customer categories) and that the perceptions held by 

all three customer categories in the Nelson Mandela Bay 
Metropole are not vastly different regarding these aspects 
of customer service.

TABLE 7: DESCRIPTIVE STATISTICS (N=120)

Subsection Mean StdDev Disagree % Neutral % Agree %
Reasons why customer service fail 4.20 0.42 0.00 9.17 90.83
Customer service expectations 4.46 0.37 0.00 1.67 98.33
Elements of customer-centric organisations 4.30 0.45 0.00 11.67 88.33
Importance of customer service 4.15 0.47 0.83 11.67 87.50

Source: Own construction

From Table 7 it can be seen that Customer service 
expectations returned the highest mean score     
( x = 4.46), followed by Elements of customer-centric 
organisations ( x = 4.30). Therefore this indicates that 
nearly all respondents agree that customer service should 
be consistent, immediate, empathetic, treated equally, 
efficient and have a high degree of quality in the product 
or service being purchased. In terms of the elements of 
customer-centric organisations respondents agree that 
organisations should focus on: long term relationships, 
customising product/service offerings, creating unique 
value and have continuous interaction with customers.

FINDINGS 

For the section regarding the factors desired from customer 
service interactions, the results for the student customer 
category suggested that the top five service quality dimensions 
desired by students include speed, respectfulness, technical 
support, positive attitudes and the ability to provide clear 
information. The service quality dimensions that the student 
customer category least valued include empathy, courtesy, 
responsiveness, acknowledgement and assurance. On the 
other hand, the working population’s top five service quality 
dimensions include effective complaints handling, reliability, 
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knowledgeable, ability to provide clear information and 
professionalism. Empathy, responsiveness and technical 
support were regarded to be less important to the working 
population during service encounters. Furthermore, 
pensioners value the service quality dimensions of 
knowledgeable, respectfulness, professionalism, reliability 
and ability to provide clear information. The service quality 
dimensions least valued by the pensioner customer 
category was empathy, acknowledgement, technical 
support, courtesy and speed. 

For the section involving the satisfaction levels of customer 
service in different industries, the results for the student 
customer category indicated that the top five industries 
where customer service are most satisfactory for students 
include catering and accommodation, medical, construction 
and engineering, retailing/wholesaling and leisure and 
entertainment. Furthermore, the working population 
regarded the financial, leisure and entertainment, transport 
and travelling, catering and accommodation and medical 
industries as those where customer service is most 
satisfactory. Pensioners indicated that their top industries 
include retailing/wholesaling, financial, transport and 
travelling, manufacturing, leisure and entertainment and 
catering and accommodation. 

For the section regarding the reasons why customer 
service fails, the different customer categories yielded 
different mean scores. The average mean score for 
students (4.21), the working population (4.19) and 
pensioners (4.21) suggests that most of the respondents 
agreed with most of the statements in this section. These 
statements include, for example, employee mistakes or 
bad attitudes towards customers often result in loss of 
customers, inadequate follow-up from the organisation 
indicate poor customer service and the lack of support, 
neglecting relationships often persuades customers to 
change to a different service provider or organisation, and 
customer service fails due to core service failure resulting 
from organisational inability. 

The results for the customer service expectations section 
indicated that the different customer categories yielded 
different average mean scores, with students (4.23), 
the working population (4.58) and pensioners (4.56) 

respectively. This signifies that generally respondents 
agreed with most of the statements provided in this 
section. These statements include expecting consistent 
service delivery, immediate resolution of problems is 
important in maintaining a good relationship with the 
organisation. Further statements include, empathy in 
unpleasant situations indicate willingness to understand 
and be of assistance, expecting equal treatment and the 
necessary respect regardless of gender, age, ethnicity or 
income level and appreciation for being a customer. 

The section dealing with the elements of customer-centric 
organisations indicated average mean scores of 4.14 for 
students, 4.38 for the working population and 4.38 for the 
pensioner customer category respectively. This suggests 
that most of the statements in this section were agreed 
to by the respondents, like for example customer-centric 
organisations focuses on long-term relationships, they 
customise organisational offerings according to customer 
needs, their employees effectively settle customer 
complaints and they promote continuous interaction with 
customers.

The section, dealing with the importance of customer 
service, yielded different average mean scores for students 
(4.09), the working population (4.38) and pensioners (4.08) 
respectively. This indicates that most of the respondents 
agreed with most of the statements in this section, 
however a large number of respondents also felt neutral 
towards some of these statements. These statements 
include for example, that good customer service result in 
positive word-of-mouth communication among customers, 
customers can distinguish between organisations based 
on customer service levels, less complaints will result 
in more time spent on critical activities, premium prices 
can be charged if service delivery is better than the 
industry average and satisfying the specific needs of each 
customer will result in rewarding and satisfactory customer 
experiences. 

The overall finding of the study, is that for the three 
customer categories (students, working population and 
pensioners) it does not appear that they differ in terms of 
their perceptions of the service levels in Nelson Mandela 
Bay Metropole. 
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CONCLUSIONS AND RECOMMENDATIONS

From this study, it was concluded that the most important 
expectations among the three customer categories 
include consistent service delivery, immediate resolution 
of problems, empathy in unpleasant situations, 
knowledgeable and friendly service personnel, equal 
treatment and respect for different customer categories, 
high quality products and services, efficient and courteous 
service and lastly being appreciated for being a customer. 

It is of utmost importance for organisations to determine 
what dimensions customers use for evaluating customer 
service, since these dimensions could be used to formulate 
customer service strategies that are superior to those 
offered by competitors. The service quality dimensions 
selected for this study included reliability, responsiveness, 
empathy, acknowledgement, assurance, positive 
attitudes, professionalism, technical support, courtesy, the 
ability to provide clear information, knowledgeable service 
personnel, speed of service delivery, respect and effective 
complaints handling. With regard to the main reasons why 
customer service fails, different authors proposed different 
findings. The most important reasons for customer service 
failure among the three selected customer categories 
included: customer favouritism; employee mistakes or 
bad attitudes; unreasonable expectation from customers; 
dishonesty on the part of the organisation; neglect of 
relationships by organisations; privacy invasion in the 
form of information misuse; and core service failure due to 
organisational inability. 

The main findings regarding customer services in South 
Africa identified that the growing and changing South 
African economy has not only changed the habits and 
demands of South African customers, but has also 
translated into an evolving market for the South African 
provider. It was found that three main reasons exist for the 
poor customer service delivery in South Africa and these 
include: customers have become willing victims (accepting 
poor service delivery without complaining about it); staff is 
not adequately trained; and staff is not properly motivated 

to deliver their best at all times.

Each organisation should at their core be absolutely 
focused on their customer base and should not take 
customers for granted. Several means of creating a 
customer-centric organisation have been identified 
and these include the following: focusing on long-term 
relationships; customising organisational offerings 
according to customer needs; creating unique value for 
customers; effective settlement of customer complaints 
by employees; continuous interaction with customers; and 
sufficient investment in customer service departments. 

The effect of age on customer and employee behaviour 
in service encounters indicated that individuals value 
different aspects over the course of their lives. As a result, 
organisations should continually upgrade their employees’ 
skills and knowledge in dealing with customers by means 
of training. With age, people learn to regulate their 
emotions more effectively and organisations should take 
into account that older customers are more mature than 
younger customers and that employees should show 
more respect and tactfulness when dealing with such 
customers. It was also found that customising offerings 
according to the specific age groups of customers is a 
critical component of customer service and can enhance 
the satisfaction levels of customers. If organisations can 
successfully train their employees to deal with each type of 
customer, especially in terms of their age, it will have taken 
great strides in securing the loyalty of such customers and 
building their customer base.

MANAGERIAL APPLICATIONS

In Table 8 specific recommendations are presented for each 
of the subsections, namely: reasons why customer service 
fails, customer service expectations, elements of customer-
centric organisations and the importance of customer 
service to organisations.  These recommendations are 
specifically focused at the managers and owners of these 
organisations. 
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TABLE 8: RECOMMENDATIONS REGARDING SERVICE LEVELS OF CUSTOMER CATEGORIES

No
Aspect/Guideline
Reasons why customer service fails

1 Organisations should avoid customer favouritism and treat all customer categories the same.
2 Customers should not develop un realistic and unreasonable expectations regarding service delivery.
3 Dishonesty among service providing employees should be avoided at all cost.
4 Organisations should have adequate follow-up procedures regarding customer complaints.
5 Organisations should nurture personal relationships with customers.

Customer service expectations
6 Customers should be entitled to efficient and courteous services.
7 Customers should be treated equally and with dignity and respect.
8 Customers should be exposed to knowledgeable and friendly staff during service encounters.
9 Customers should receive empathy in unpleasant situations.

10 Customers are entitled to immediate resolution of service problems as to maintain good relationships.
Elements of customer-centric organisations

11 Organisations should focus on long-term relationships with customers.
12 Organisations should strive to provide customised offerings according to customer needs.
13 Organisations should create unique value for customers.
14 Organisations should invest sufficiently in effective customer service departments.
15 Organisations should strive to develop continuous personal interactions with customers.

Importance of customer service
16 Customer loyalty could be enhanced if effective customer services are provided.
17 Effective customer services could result in positive word-of-mouth communication. 
18 Organisations could spend more time on critical activities if less customer complaints are handled.
19 Unpleasant situations could be avoided if customer services are satisfactory.
20 Superior customer services could provide an organisation with a competitive advantage.

Source: Own construction

LIMITATIONS OF THE STUDY

The following shortcomings of the study are acknow-
ledged: 

• The study was limited to the Nelson Mandela Bay 
Metropole, situated in the Eastern Cape region of 
South Africa. 

• Customer service is a very broad topic, containing 
several different aspects that can be investigated. 
These various aspects cannot all be addressed in a 
single study. 

• With regard to the pensioner customer category, some 
respondents struggled to complete the questionnaire 
as a result of the wording and phrases used within the 
questionnaire. 
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ABSTRACT

Lack of marketing is identified as one of the major 
challenges and contributing factors to high small 
businesses failure. The objectives of this study were to 
establish the relationship between selected marketing mix 
strategies and perceived business performance, as well as 
the influence of demographic variables on these marketing 
mix strategies in small businesses.  A quantitative research 
methodology was followed. Data was collected in a survey 
with a final sample of 145 respondents using a structured 
self-administered questionnaire. The Pearson’s product-
moment correlation coefficients analysis revealed that all 
the variables were positively correlated. One statistically 

significant relationship was found between sales promotion 
strategies and perceived business performance and six 
practical significant relationships with the demographic 
variables. One practical significant relationship exists 
between years working experience and marketing 
communication process strategies.  Small business owners 
should use cost effective sales promotion tools, consider 
the influence of demographic variables in the selection 
thereof and evaluate their marketing communication 
campaigns to establish which sales promotion strategies 
are effective. 

Key words: Marketing, Marketing mix strategies, Small 
business and Sale promotion.
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INTRODUCTION 

Small businesses are the backbone of the South African 
economy, making up more than eighty percent of all 
businesses (SBP, 2009:2), and employing more than 
seventy three percent of the private sector work-force 
(Jones, 2013). The importance of small businesses in 
the South African economy is shown by them contributing 
more than fifty percent to the country’s Gross Domestic 
Product (Herrington & Kew, 2013:30).  

Marketing is one of the most important functions for 
businesses whether large or small, since it is the function 
responsible for increasing the market share of the 
business by introducing new products and services and 
building lasting relationships with customers. Reijonen 
(2010:280) stresses that marketing is not solely the 
responsibility of the marketing department, but should 
be included in all decision-making processes of the 
business. Marketing involves accurately identifying and 
satisfying consumer wants and needs, and failure to do 
so can have disastrous consequences because without 
consumers demanding their products and services, 
businesses will close down (Kazmi, 2007:12). As a result, 
marketing’s importance should not be underestimated 
when compared to the other business functions (Van 
Scheers, 2011:5051; Kotler & Armstrong, 2010:18), as it 
is responsible for generating sales and income. 

PROBLEM STATEMENT

Despite the important role that small businesses play 
in the South African economy, they are still faced with 
exorbitant failure rates. In South Africa, more than 
seventy percent of small businesses fail within their 
first year of operation and more than ninety percent 
within the first ten years of operation (Olawale & Garwe, 
2010:730). The high failure rates of small businesses 
in South Africa are largely attributed to a lack of apt 
marketing skills possessed by small business owners, 
as well as their lack of access to markets (Van Scheers, 
2011:5053). Furthermore, small businesses are unable 
to apply conventional marketing as a result of limited 
resources (Gray, Carelsen & Venter, 2013:30). Marketing 

mix strategies are key determinants of the performance 
of small businesses; yet most small businesses find 
marketing a daunting task due to difficulties experienced 
in managing the various marketing tasks, as well 
as the expertise and funding required (Cant & Wild,  
2013:707). 

Despite the abundance of information relating to small 
businesses, on the one hand, and marketing on the other, 
very little in-depth research has been conducted on the 
marketing mix strategies used by small businesses and 
the influence thereof on their business performance, 
especially in a highly competitive South African economy 
(Van Scheers, 2011:5048).  In order to reduce the high 
failure rate of small businesses in South Africa, it is 
vital to acquire insight into the marketing mix strategies 
carried out by small businesses and its influence on their 
performance. This has led to the problem statement of 
this study: What are the marketing mix strategies used 
by small businesses and what is the influence thereof on 
business performance? 

In this study, a small business does not employ more 
than fifty full-time employees, has been in operation 
for at least one year, and the owner is actively involved 
in managing the business (Radipere & Van Scheers, 
2005:403). Perceived small business performance refers 
to a small business experiencing growth in profit, sales, 
and number of employees over the last two years, as well 
as having loyal customers who make regular purchases 
and who recommend the business to others (Gray et al., 
2013: 34; Farrington, 2009:342).

STUDY OBJECTIVES

The primary objective of this study is to establish the 
influence of selected marketing mix strategies on the 
perceived small business performance. In order to achieve 
this primary objective of this study, the following secondary 
objectives have been formulated: 

• To identify in literature the nature and importance of 
small businesses, and the marketing mix strategies 
available for small businesses;
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• To determine the influence of marketing mix strategies 
on perceived small business performance;

• To examine the effect of demographic variables on 
selected small business marketing mix strategies, and 

• To provide conclusions and recommendations to small 
business owners on which marketing strategies to 
apply to improve their business performance whilst 
taking into consideration demographic customer 
profiles. 

MARKETING IN SMALL BUSINESSES 

Small businesses still perform traditional marketing activities, 
although their marketing approach is heavily influenced by 
the small business owner’s innovative, proactive and risk 
tolerant personality (Van Scheers, 2011: 5049). Therefore, 
small business owners adapt their marketing approach 
to suit their distinct needs (Bodlaj & Rojsek, 2014: 103; 
Gray et al., 2013: 29). The nature and characteristics of 
small businesses thus influence their behaviour, activities 
and responses to changes in the external environment, 
and as their strategic actions differ profoundly from large 
businesses, marketing should be considered and analysed 
within a small business context (Van Scheers, 2011:5048; 
Walsh & Lipinski, 2009:570). The unique marketing style 
utilised by small businesses is due to its size restrictions 
which prevents them from using expensive marketing 
campaigns, choice of unsophisticated basic simplistic 
marketing methods and focus on developing competitive 
pricing and products rather than paying attention to 
promotional activities (Stokes & Wilson, 2006:359-361). 

Marketing challenges of small businesses include amongst 
others, having a narrow customer base and limited market 
influence. In addition, small businesses owners often do not 
understand their target customers, nor do they monitor their 
competitors. Furthermore, small business owners often 
lack the knowledge to perform accurate market planning 
and build strong brands (Cronin-Gilmore, 2012:97; Olawale 
& Garwe, 2010:731). According to Stokes and Wilson 
(2010:366), marketing is perceived by entrepreneurs 
and small business owners as a tactic to attract new 

customers and associate it with selling and promotions, 
whilst disregarding the other aspects of marketing such as 
product development, pricing and distribution. In order for 
a small business to survive the highly competitive market, 
it is however important to understand the marketing mix 
strategies, since marketing mix strategies plays a crucial 
role in the performance of  small businesses (Van Scheers, 
2011:5049). The marketing mix strategies refer to a set 
of controllable, tactical marketing tools that the business 
combines in order to produce the reaction it desires in the 
target market and include four elements namely product, 
price, place and promotion (Kotler & Armstrong, 2010:66).  
These four elements are known as the four P’s.  A brief 
overview of the marketing mix strategies that can be utilised 
by small businesses is provided.

Product strategies utilised by small 
businesses

Product strategies include making decisions regarding 
a business’s product mix, product line, brand image and 
labelling (Kotler & Keller, 2011:349). Products and services 
developed and offered by small businesses are often 
specialised as they operate in niche markets that have 
been neglected by large businesses (Cronin-Gilmore, 
2012:97). Small businesses obtain a competitive edge by 
offering a narrow, but differentiated product range, with an 
emphasis on high-quality products and excellent customer 
service (Bodlaj & Rojsek, 2014:104; Gilmore, 2011:139). 
Due to the close proximity to their target market, product 
development and changes to existing products are based 
on customers’ needs and preferences, and take place after 
personal interaction between the owner and the customers, 
thereby providing a more personalised service (Stokes & 
Wilson, 2006:4). Unfortunately small business owners do 
not always fully understand the needs of their target market, 
resulting in low product demand (Cant & Wild, 2013:707; 
Cronin-Gilmore, 2012:96) which eighty percent of the time 
lead to small business failure (Van Scheers, 2011:5051).

Price strategies utilised by small businesses

Price strategies include all decisions about the 
establishment of the price in monetary or non-monetary 
terms (Van Scheers, 2011:5051; Kotler & Armstrong, 
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2010:305). Kotler and Keller (2011:126) indicate that small 
business owners set their own prices of their products 
and services. Due to the small-scale production of small 
businesses, they are often unable to achieve economies 
of scale and are therefore unable to compete on the basis 
of price. As a result, small business owners are forced 
to be more flexible in their pricing approach (Gray et al., 
2013:30). Added to this, the adoption of the price strategy 
for small businesses is more multifaceted, due to its 
limited resources. The inability of small business owners to 
accurately forecast demand makes it difficult to price their 
products (McCartan-Quinn & Carson, 2003:205). For this 
reason, small business owners often price products based 
on the cost incurred, but are often marred by their inability to 
identify all the different costs incurred (Beesley, 2012). They 
then follow an informal marketing approach and price their 
products based on the owner’s intuition and experience 
(Bodlaj & Rojsek, 2014:104). Gilmore (2011:140) is of the 
opinion that small business owners are more inclined to 
price products based on value for money, and may charge 
premium prices if offering additional value in terms of 
quality and customer service. However, a common mistake 
small business owners make is under-pricing high-valued 
products (Beesley, 2012; Gilmore, 2011:140). 

Place strategies by small businesses

Place strategies include the various distribution activities the 
business must perform to ensure the product successfully 
reaches the target market via the chosen marketing 
channel (Kotler & Armstrong, 2010:19). Small businesses 
are located close to their target market. They can adjust 
their place strategy to suit their unique requirements and 
so increase their market potential and opportunity for 
growth (Bressler, 2012:4; Olawale & Garwe, 2010: 31). A 
small business with tangible product offerings is inclined 
to use direct distribution channels to be in full operational 
control but may resort to indirect channels if having 
limited financial resources (O’Donnell, 2011:787,796). 
Small businesses place a high importance on prompt and 
reliability delivery of their goods and services (Bodlaj & 
Rojsek, 2014:104). Unfortunately, their operational plans 
are often too ambitious leading to delivery problems which 
may result in reduced brand loyalty and damage profitable 
long-term customer relationships (Gilmore, 2011:140; 

Lamb, Hair & McDaniel, 2010:262). To overcome delivery 
problems, small businesses can use alternative distribution 
methods, such as e-commerce and Internet selling which 
can save costs and expand their market reach (Bressler, 
2012:4; Gilmore, 2011:140; O’Donnell, 2011:787).  

Promotion strategies by small businesses

Promotion strategies include marketing communication 
activities used to inform groups of customers about a 
business’s product offering and the value of products 
in relation to competitors’ product offerings (Kotler & 
Armstrong, 2010:65; Lamb et al., 2010:47). Due to limited 
funding for advertising, small businesses require a more 
unique approach to promotion.  Small business owners 
use networking to gather information to support their 
promotion decisions whilst assessing market conditions 
and to collaborate with their peers to increase their market 
knowledge, gain access to marketing resources and 
identify new opportunities (Cox, 2012:10-17; Gilmore, 
2011:141). According to various researchers (O’Donnell, 
2011:783; Stokes & Wilson, 2010:369) small businesses 
are able to leverage the promotion strategy in their 
favour as they are able to develop personal customer 
relationships by responding to the individual needs of 
customers (Gilmore, 2011:141; O’Donnell, 2011:785). 
As a result, they rely heavily on repeat business and 
favourable word-of-mouth (WOM) between family, friends 
and other potential buyers to acquire new customers 
(Bodlaj & Rojsek, 2014:104). Positive WOM plays a 
significant role in creating a favourable brand image 
without any expenditure. For this reason small business 
owners often use social media to market their product 
offerings to consumers, increase traffic and exposure, 
as well as engage with consumers in a direct manner 
at a proportionally lower cost as compared to traditional 
marketing communication tools (Cox, 2012: 10). Social 
media enhances small business owners’ understanding 
of their target market which can assist them in building 
more personal profitable relationships (Harris & Rae, 
2009:28). 

Based on the preceding literature review on the four 
marketing mix strategies, four null hypotheses were 
formulated:
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• H01: There is no relationship between product 
strategies and perceived small business performance.

• H02: There is no relationship between price strategies 
and perceived small business performance.

• H03:  There is no relationship between place strategies 
and perceived small business performance.

• H04:  There is no relationship between promotion 
strategies and perceived small business performance.

A consumer’s decision to purchase a product or not can 
signify whether a marketing strategy has been effective.  

RESEARCH DESIGN AND METHODOLOGY

The study utilised the quantitative research methodology 
which involves the analysis of numerical data, testing 
specific hypotheses and objective theories by means of 
examining the correlation between the dependant and 
independent variables (Cooper & Schindler, 2014:147). 
Exploratory research was utilised to determine which 
marketing mix strategies influence perceived small 
business performance. The relationships between the 
marketing mix strategies and small business performance 
and the effect of the demographics on small business 

marketing mix strategies were described (descriptive 
research approach).

Empirical data was collected by means of a survey using a 
structured, self-administered questionnaire since it is cost 
and time effective and limit interviewer- and researcher bias 
(Cooper & Schindler, 2014 225). Convenience sampling 
was employed as there are currently no databases of all 
small businesses in the Eastern Cape. Fieldworkers from 
the NMMU distributed the questionnaires to small business 
owners and managers. The structured self-administered 
questionnaire consisted of three sections. Section A 
canvassed biographical data of the small business owners 
and their businesses using nominal and ordinal scales. 
Section B requested information regarding the perceived 
small business performance using a five-point Likert scale 
varying from strongly disagree (1) to strongly agree (5). 
Section C solicited information on the marketing strategies 
utilised using a five-point Likert scale varying from strongly 
disagree (1) to strongly agree (5).

Cohen, Manion and Morrison (2007: 81) indicate that 
operationalisation is needed in order to conduct good 
research. Operational definitions of the dependent and 
independent variables are indicated in Table 1. 

TABLE 1: OPERATIONALISATION OF THE DEPENDENT AND 

INDEPENDENT VARIABLES

Independent variables Number 
of items Sources

Product strategies refer to businesses are the product/
service tasks performed by providing up-to-date, high-
quality and need-satisfying benefits to the target market 
with a basic product and added value which portray their 
brand and distinguish them from competitors. 

8

Bodlaj & Rojsek (2014); Gray et al. (2013); 
Gilmore (2011); Kotler & Armstrong 
(2010); Walsh & Lipinski (2009); Stokes & 
Wilson (2006); Ehmke (2005)

Price strategies refer to the process of setting prices for 
products/services based on a combination of total cost, 
customer demand, competitors’ pricing, in relation to or 
higher than the expected value of customers and to remain 
in businesses.

8

Bodlaj & Rojsek (2014); Gray et al. (2013); 
Beesley (2012); Bressler (2012); Gilmore 
(2011); Kotler & Keller (2011); Ehmke 
(2005)
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Independent variables Number 
of items Sources

Place strategies refer to setting distribution objectives, 
selecting direct distribution channels that is cost effective, 
fit the image and reputation of the business and reviewing 
them to replace if necessary to ensure continuous product/ 
service availability.

7 Gray et al. (2013); Kotler & Keller (2011); 
O’Donnell (2011); Ehmke (2005)

Promotion strategies refer to the marketing communication 
strategy developed to reach the target market via various 
communication platforms such as SMS’s, E-mails, and 
social media with a well-designed media message which 
is evaluated over time to attract the attention of potential 
and existing customers with advertising and various sales 
promotion tools such as competitions, free samples, 
direct-marketing and specials.

17
Gray et al. (2013); Cox (2012); Kotler & 
Keller (2011); Kotler & Armstrong (2010); 
Lamb et al. (2010); Ehmke (2005)

Perceived business performance refers to small businesses 
experiencing growth in profit, sales, and number of 
employees over the last two years, as well as having loyal 
customers who make regular purchases and recommend 
the business to others.

5 Gray et al. (2013); Farrington (2009)

After elimination of incomplete questionnaires and data 
cleaning, the statistical programme STATISCA was 
employed to analyse the captured data. However, before 
the statistical analysis of the data commenced, the validity 
and reliability of the data were assessed. Construct 
validity was used to assess the validity of the measuring 
instrument. Construct validity indicates how well the test 
measures the theoretical construct it was intended to 
measure (Cooper & Schindler, 2014:57). An Exploratory 
Factor Analysis (EFA) was used to assess the construct 
validity of the research instrument to reduce the number of 
variables, establishes fundamental dimensions between 
measured variables, supressed constructs as suggested 
by Williams, Onsman and Brown (2012:2). As advised 
by Osborne (2008:89) three or more items are required 
to load onto the given construct to be considered valid. 
Factor loadings of 0.5 were deemed significant and items 
with cross-loadings were deleted in the factor matrix. 

Reliability of the measuring instrument was tested using 
Cronbach alpha coefficients. Cooper and Schindler 
(2014:260) indicate that Cronbach alpha is a coefficient of 

internal consistency, which measures the extent to which 
the items of instruments are the same and a coefficient of 
more 0.7 can be regarded as suggesting good reliability. 

Data was analysed by means of descriptive statistics by 
calculating the means and standard deviations. In addition 
inferential statistical techniques were utilised. Pearson’s 
product moment correlation coefficient was calculated 
to determine the strength of the correlations between 
variables. Multiple regression analysis was used to test 
the null hypotheses H01 to H04 to determine if relationships 
were present between the marketing mix strategies used 
by small businesses and perceived business performance. 

EMPIRICAL RESULTS AND DISCUSSION

The majority of the respondents were male (70%), with 
50% being White, 28% Black and 13% Coloured. However, 
taken into consideration that more than 20% of the white 
males surveyed had more than 16-years of working 
experience, it seems that white males are still dominating 
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business, not necessarily based on gender bias, but rather 
based on level of experience. The most dominant age group 
were between the ages of 46 to 55 years (26%), followed 
by the 26 to 35 years and 36 to 45 years (23% each) age 
groups. Only 18% of the respondents were above the age 
of 56. Given that most of the respondents were older than 
36 years of age (62%), it was not surprising that more than 
half of them (55%) have more than 11 years of working 
experience. Of the 32% respondents with a management 
qualification, 23% have a Bachelor’s degree, while only 
12% have a Post graduate degree. English was the most 
dominant home language spoken (63%) followed by 
Xhosa (20%) and Afrikaans (16%). 

The majority (72%) surveyed were the owners of small 
businesses. Most (58%) of the small businesses were 
for more than 6 years in existence. Forty seven percent 
of respondents indicated that they have been employed 
in the business for one to five years, while only 3% were 
employed for less than a year. The small businesses 
were operating as sole traders (35%), close corporations 
(25%) or private companies (19%) and operate mostly 
in the retail (32%) or service (59%) sectors with only a 
few (7%) being manufacturers spread across sectors 
with most in the accommodation (16%), construction and 
engineering (11%) or leisure and entertainment (11%) 
sectors. Ninety percent of the small businesses employ 
less than 20 employees. The small businesses conduct 
their trading mostly from their residential homes (41%), 
Central Business District (31%) or a small shopping 
complex (19%). The small businesses’ target markets are 
the general public (42%) or mostly a combination of the 
general public and businesses (46%). 

Validity and reliability of the measuring 
instrument

The dependent variable, perceived small business 
performance loaded as intended. As a result of the factor 
analysis, the items were regrouped and the extracted factors 
required renaming. A total of three usable independent 
variables (marketing communication process, distribution 
process and sales promotion strategies) were extracted 

from the EFA. The fourth variable was not considered  
for further statistical analysis since only two items loaded 
on it.  

Some of the items in the product construct loaded onto 
the place construct and were renamed to distribution 
process strategies and refers to the process of setting 
distribution objectives, selecting distribution channels that 
is cost effective, ensure timeous delivery, fit the image 
and reputation of the business and review them to replace 
if necessary, to enable product availability and provide 
customers continuously with need-satisfying, high quality 
products and services, which exceed their expectations.
The promotion construct extracts two constructs 
measuring marketing communication process strategies 
and sales promotion strategies respectively. Marketing 
communication process strategies of small businesses 
were re-operationalised to refer to the process of developing 
objectives to identify target audiences and designing 
a message that can be communicated to them using 
different forms of promotions and advertising to inform 
current and potential customers about their products and 
services. Sales promotion strategies of small businesses 
was re-operationalised to refer to the utilisation of sales 
promotion tools such as competitions to make customers 
aware of products and services, SMS marketing to lure 
customers to their shops, as well as obtaining publicity in 
newspapers and to then evaluate the effectiveness of their 
marketing communication. 

The renamed independent variables resulted in the 
following reformulated null hypotheses:

• H01a: There is no relationship between distribution 
process strategies and perceived small business 
performance.

• H02a: There is no relationship between marketing 
communication process strategies and perceived 
small business performance.

• H03a:  There is no relationship between sales 
promotion strategies and perceived small business 
performance.
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Table 2 depicts the results of the validity and reliability of the usable factors extracted from the EFA.  

TABLE 2: VALIDITY AND RELIABILITY OF THE USABLE FACTORS

Retained 
items Factors

Factor loadings
% of 

variance
Cronbach 

alphas
Min Max 

5 Perceived small business performance 0.599 0.841 49.00 0.7182
9 Distribution process strategies 0.529 0.770 11.44 0.8239

7 Marketing communication process 
strategies 0.657 0.778 14.45 0.888

4 Sales promotion strategies 0.515 0.685 9.53 0.774

As can be seen in Table 2, the factor loadings reported for 
the valid factors ranged from 0.515 to 0.841. Furthermore, 
all Cronbach alpha coefficients exceeded the cut-off point 
of 0.70, thereby providing sufficient evidence of reliability 
for the scales.

Descriptive statistics

Descriptive statistics relating to the sample were 
calculated which included the mean and standard 
deviation. Small business owners/managers appear to 
most often perform distribution process- and marketing 
communication process strategies (means of 3.733 and 
4.018 respectively) and tend to seldom perform sales 
promotion strategies. All standard deviation scores 
centre around one, indicating not much differences in the 
opinions of small business owners/managers regarding 
the application of marketing mix strategies. These 
findings are in congruence with literature, where Miryala 
and Reddy (2015:28) propose that more businesses are 
using sale promotion strategies by informing customers 
about the businesses’ products and services via SMS 
marketing. Respondents tend to most often experience 
business performance in terms of a growth in sales, 

profits and employees, whilst having loyal customers 
who recommend the business to others.

Pearson product moment correlation

The Pearson product moment correlations show 
that the independent variables, distribution process 
strategies (r = 0.171), marketing communication process 
strategies (r = 0.195), and sales promotion strategies (r 
= 0.238) are significantly positively correlated with the 
independent variable, perceived business performance. 
Moderate positive moderate relationships are exhibited 
between distribution process strategies and marketing 
communication process strategies (r = 0.353) and sales 
promotion strategies (r = 0.494).  

Regression analysis and testing of 
significant relationships

Table 3 shows the results of the regression analysis and 
testing of significant relationships between the marketing 
mix strategies and perceived small business performance.
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TABLE 3: MULTIPLE REGRESSION ANALYSIS AND TESTING OF SIGNIFICANT RELATIONSHIPS

Dependent variable: Perceived business performance                                     R2  =  0.0763
Independent variables Beta T-value Sig. (p) Hypotheses Outcomes
Distribution process strategies 0.023 0.316 0.753 H01a Accepted
Marketing communication process strategies 0.135 1.549 0.124 H01b Accepted
Sales promotion strategies 0.120 2.008 0.047* H01c Rejected

*Significant at the 5% level

The results of the multiple regression analyses show 
that the independent variables (distribution process-, 
marketing communication process and sales promotion 
strategies) explain 7.63% of the variance in perceived 
small business performance. Based on the results in 
Table 3, the hypotheses H01a and H02a are thus accepted 
indicating there are no relationships between the 
independent variables distribution process and marketing 
communication process strategies and the dependent 
variable perceived small business performance. This 
implies that small business owners/managers view 
distribution process or marketing communication process 
strategies as not important to improving perceived small 
business performance. However, Kotler and Armstrong 
(2010:399) indicate that distribution plays an important 
role in business performance, since products and 
services should be in close vicinity of customers to ensure 
purchases. In addition, Lamb et al. (2010:471) indicate 
that businesses are unable to survive without engaging 
in the marketing communication process to effectively 
promote and inform current and potential customers about 
their goods and services. 

In Table 3 it was shown that a statistically significant positive 
relationship (p = 0.047) was found between sales promotion 
strategies and perceived small business performance. 
The hypothesis H03a is thus rejected. The study results 
thus imply that small business owners/managers seldom 
regarded the utilisation of sales promotion tools such as 
competitions, publicity in newspapers and SMS marketing 
as a way to make customers aware of and lure them to 
their businesses and so increase their sales and profit, 

as well as gain loyal customers who can recommend the 
business then to other potential customers. It seems that 
they also regard at times the evaluation of the effectiveness 
of their marketing communication as essential to establish 
the effect it has on their business performance. Several 
authors (Toledo, 2014; Longenecker, Petty, Palich & Hoy, 
2012:516) found that the utilisation of SMS marketing, 
hosting competitions and obtaining publicity, can lead to 
improved small business performance.   

As only one statistically significant relationship was found 
in the multiple regression analysis, it was decided to also 
explore whether the demographic variables can be used to 
predict how consumers are likely to react to the marketing 
strategies. A Multiple Analysis of Variance analysis 
(MANOVA) was conducted.  The following sections firstly 
provide some literature findings indicating the influence 
of demographic variables on marketing mix strategies, 
hereafter the results of the MANOVAs are presented.

THE INFLUENCE OF DEMOGRAPHIC 
VARIABLES ON MARKETING MIX 
STRATEGIES

As emphasised by Sessoms (2016), small business 
owners need demographics to identify their ideal consumer 
for their products or services and develop marketing 
strategies such as product packaging advertisements, 
business location and pricing. Lindsay (2014) provides 
several examples of how demographic variables such as 
age, income, size of family, gender, consumer occupation, 
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family life cycle, religion, and ethnic background can 
influence a marketing strategy. It was further indicated that 
marketers must design marketing strategies to maximise 
sales by considering amongst others, how the female and 
male market differ in terms of desires, wants, interests 
and needs. In addition, Pungnirund (2013:2374) found 
that the purchasing behaviour of different age groups 
vary based on price, place and product strategies. In a 
tourism study by Lin, Li and You (2012:4800), gender and 
age differences were noted in how consumers perceive 
pricing strategies as well as how marital status differences 
influence the perception of promotion strategies. These 
authors stress the importance of market segmentation to 
accommodate demographic target market differences (Lin 
et al., 2012:4802).   

A study by Saif, Hameed, Tapal and Firdous (2014:72, 73) 
found that women are more likely to use coupon discounts, 
while males are more likely to respond to rebates in sales 
promotion offers.  With regards to age, most social network 
users are between 18 and 29 years of age. Kalyanam and 
Putler (1997:179, 180) found that there are substantial 
differences across retail trading areas in response to 
different retail promotions and that these differences could 
be attributed to the underlying demographic characteristics 
of each retail trading area. It was suggested to customise 
promotional programmes for different retail trading areas 
and apply micromarketing strategies. However, Kwon and 
Kwon (2007:288) warned that in spite of much research on 
demographics and promotion proneness, little has been 
done to address the often contradictory findings.

Based on the above literature review, MANOVAs were 
calculated to identify whether demographic variables 
can affect the small business marketing mix strategies 
used. Values represented by a large F ratio (f-value) 
with a probability (p-value) of less than 0.05 constituted 
statistical significance according to Cooper and Schindler 
(2014:239). Post-hoc Scheffé tests were completed to 
identify where the significant mean differences occurred 
(Laerd, 2013:4) for those significant relationships, followed 
by calculating Cohen’s d-values to assess if the means 
score had practical significance (Walker, 2008:1). Cohen’s 
d-values of 0.2 ˂ d < 0.5 were considered as a small effect 
size; 0.5 ˂  d < 0.8 an average effect size and d  > 0.8 a 

large effect size (Walker, 2008:1). 

In this study the following 51 hypotheses have been 
developed to test the influence of the 17 selected 
demographic variables (gender, ethnic affiliation, age, 
home language, highest education level, management 
qualifications, total years working experience, total 
years management working experience in business, 
position in business, years employed as a manager, 
form of ownership, business activity, business sector, 
years business is in existence, number of employees 
including the owner, trading area, target market) on the 
three valid and reliable traditional marketing mix strategies 
(distribution process, marketing communication process, 
sales promotion), namely:

• H2.1-2.17: The demographics of the target market 
do not influence the distribution process strategies 
employed by small businesses.

• H2.18-2.34: The demographics of the target market 
do not influence the marketing communication 
process strategies employed by small businesses.

• H2.35-2.51: The demographics of the target market 
do not influence the sales promotion strategies 
employed by small businesses.

It must be noted that only the statistically significant 
Multiple Analysis of Variance (MANOVA) relationships will 
be reported due to the considerable number of hypotheses 
tested.

Results of the Multiple Analysis of Variances

A total of 51 MANOVAs were performed on the three 
independent variables that had been established as valid 
and reliable and 17 demographic variables. No statistically 
significant relationships were found between any of the 
demographic variables and distribution process strategies. 
Table 4 presents the findings of the statistically significant 
relationships found from the MANOVAs calculated for the 
demographic variables and marketing communication 
process strategies.
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TABLE 4: RELATIONSHIPS BETWEEN DEMOGRAPHIC VARIABLES AND MARKETING COMMUNICATION PROCESS STRATEGIES

Independent demographic 
variables

Dependent 
variable: Marketing 

communication process 
strategies

Post-hoc Scheffé differences

F-value P-value

Age 2.34 0.044** Not powerful enough

Years in business 2.85 0.026** Not powerful enough

Years working experience 9.13 0.000*   1-5 years (ẋ = 4.29) > 6-10 years (ẋ = 3.48)
1-5 years (ẋ = 4.29) > 11-15 years (ẋ = 3.51)

Trading area 2.23 0.029** Not powerful enough

*Significant at the 0.1% level  **Significant at the 5% level

From Table 4 it is evident that four statistically significant 
relationships exist between the dependent variable, 
marketing communication strategies and independent 
variables age (0.044; p < 0.05), years in business (0.026; 
p < 0.05), total years working experience (0.000; p < 
0.001) and trading area of business (0.029; p < 0.05). 
However, the post-hoc Scheffé tests reveal three of 
these relationships are not powerful enough to detect 
group differences. Two significant group differences 
were identified for the statistically significant relationship 
between total years working experience and marketing 
communication strategies. As shown in Table 4, small 
business owners/managers with between one and five 
years working experience are more likely to engage 
in marketing communication process strategies. The 
Cohen’s d-values were 0.66 and 0.34 respectively, which 
presents average and small practical significances. 
Therefore, it seems that less experienced small 

business owners/managers more often engage in 
marketing communication process strategies while 
more experienced small business owners/managers 
seldom utilise marketing communication strategies. Less 
experienced small business owners/managers may set 
marketing communication objectives based on their 
sales targets and go through the process of choosing 
the most cost effective media and developing the 
most appropriate message to increase turnover. More 
experienced small business managers/owners may not 
focus so much on the marketing communication process 
(how to do it) than actually engaging in marketing 
communication (doing it). These findings are confirmed 
by Shimp (2010:5) who states that all businesses employ 
marketing communication but the extent of the process 
differ from business to business. In other words it is up 
to management to decide how integrative their marketing 
communication process will be.  
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TABLE 5: RELATIONSHIPS BETWEEN DEMOGRAPHIC VARIABLES AND SALES PROMOTION STRATEGIES

Independent demographic 
variables

Dependent variable: 
Sales promotion 

strategies Post-hoc Scheffé differences Cohen D
F-value P-value

Age in years 5.73 0.000*   
26-35 (ẋ = 2.94) > 36-45 (ẋ = 2.85) 1.00
26-35 (ẋ = 2.94) > 46-55 (ẋ = 1.94) 0.97

Ethnic affiliation 3.62 0.015** Coloured (ẋ = 3.16) > White (ẋ = 2.35) 0.76

Position in the business 8.30 0.005** Managers (ẋ = 2.89) > Owners  
(ẋ = 2.35)

0.54

Years in business 4.44 0.002** 1-5 (ẋ = 2.85) > 16+ (ẋ = 2.33) 0.95
Years employed in management 4.57 0.002** 1-5 (ẋ = 2.81) > 16+ (ẋ = 1.91) 0.99

Years working experience 9.13 0.000* 1-5 (ẋ = 3.06) > 6-10 years (ẋ = 2.97)
1-5 (ẋ = 3.06) > 11-15 (ẋ = 2.06)  

0.37
0.08

Trading area of business 3.15 0.016** Not powerful enough
Target market 4.72 0.010** Public (ẋ = 2.7) > Business (ẋ = 1.82) 0.89

*Significant at the 0.1% level  **Significant at the 5% level

Table 5 presents the findings of the statistically significant 
relationships found from the MANOVAs calculated for the 
demographic variables and sales promotion strategies. 
Eight statistically significant relationships exist between 
the dependent variable, sales promotion strategies and 
independent variables: age (0.000; p < 0.001), ethic 
affiliation (0.015; p < 0.05), position in business (0.005; p < 
0.05), years in business (0.002; p <  0.05), years employed 
in management in business (0.002; p < 0.05), total years 
working experience (0.000; p < 0.001), trading area of 
business (0.016; p < 0.05) and target market (0.010; p < 
0.05).  

The relationship between years management experience 
in business and employing sales promotion strategies was 
not powerful enough to detect specific group differences. 
All practically significant relationships show a large 
practical significance except three (position in business 
and two with years working experience) which reported 
a small practical significance (d < 0.5) and position in the 
business which reported a moderate practical significance 

(0.5 < d < 0.8). As depicted in Table 5, it appears that it is 
more likely that more recent established small businesses 
(1-5 years) with younger (26-35 years of age) managers 
of Coloured descent that are more recent employed (1-5 
years) may utilise sales promotion strategies as compared 
to long established small businesses (16+ years) with 
older (above 35 years of age) owners of White descend 
employed for a long period of time (16 or more years).   

Based on the practical significant relationships, it seems 
that younger Coloured descent small business managers 
are being more innovative and technologically driven to 
use social media, SMS marketing, competitions, or to 
obtain free publicity from time to time to notify customers 
of sale promotions and increase customer traffic to the 
business. This is confirmed by Uzialko (2016) who predict 
that millenniums will influence small businesses to turn to 
mobile technology for quick and immediate interactions 
with their customers. MacDonald (2016) further confirms 
in Facebook “likes”, ethnic affiliations have been used as 
a recent marketing strategy to help advertisers deliver 
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target advertisements based on the interest of a particular 
racial group.  Pires and Stanton (2000:53) remind us that 
even if access to media becomes more equal between 
ethnic minority groups, there is growing support that 
differences are likely to persist in the media preference 
and communication uses. With more than 29 million South 
Africans having access to a mobile phone, it is not surprising 
that more businesses, especially small businesses are 
utilising SMS marketing as a cost effective marketing 
tool (Miryala & Reddy, 2015:28). Sales promotion tools 
like social media, SMS marketing, competitions and to 
evaluate your sales promotion campaign may therefore 
be viewed by younger coloured small business owners/
managers as a cheaper option to reach their target market.   
The fact that small business managers seems more keen 
to use sales promotion strategies than business owners 
could be explained due to the agency theory problem, 
as there is often conflict between business- owners and 
managers on management decisions (Chrisman, Chua & 
Sharma, 2015:557). Small business owners may not be 
keen to use sales promotions as they view it as product/
service specials (reduced prices) and an unnecessary 
expense for the business, while small business managers 
would not relate it to influencing their personal income. 
Longer established small businesses may have an 
existing customer base and have over the years build a 
relationship with these customers and now focus more on 
transactional marketing whereas more recent established 
small businesses still have to deploy sales promotion 
strategies to build relationships with their customers. 
These findings are aligned with the viewpoint of Grönroos 
(1994:10) that there is a shift from transactional marketing 
to relationship marketing. Verhoef, Lemon, Parasuraman, 
Tsiros and Schlesinger (2009:32) confirm the importance 
of past customers experiences to build a customer base 
and that customer experience is built over time.

Sales promotions are more suitable for targeting the 
general public. Several authors (Toledo, 2014; Cox, 
2012:10) suggest employing sale promotion strategies 
such as having competitions, employing SMS marketing 
and publicity in newspapers to lure customers to visit a 
small business as it can result in an immediate substantial 
sales increase of the promoted items (Priyono & 
Hakim, 2015:50). Business buyers use a more complex 

buying decision as they usually want detailed product 
specifications and these sales promotion strategies are 
thus not a suitable promotion tool (Kotler, Armstrong & 
Tait, 2015:165).  

MANAGERIAL IMPLICATIONS

The importance of the selected marketing communication 
and distribution process strategies to increase 
performance has been confirmed in this study, as well 
as the influence of selected demographic variables in the 
selection of sales promotion strategies. For this reason, 
small businesses should set clear distribution objectives, 
and select distribution channels that are cost effective, fit 
the image and reputation of the business and reviewing 
them to replace if necessary to ensure continuous 
product/ service availability.  Small businesses should 
also plan their marketing communication process by 
setting clear objectives, identifying their target market 
and carefully compile a marketing message to send via 
the most appropriate advertising tools. They could host 
monthly competitions or lucky draws to make customers 
aware of the business and its offerings, or to lure them 
to their businesses to buy from them and participate 
in the competition or lucky draw. This may prompt the 
customers to return to the small business and become 
loyal customers and even tell their family or friends about 
the business. These monthly competitions or lucky draws 
could be a voucher to exchange for the businesses’ 
product offering. The voucher should only be valid for 
one month to encourage winners to expedite their visit 
to the business. 

An alternative cost effective sales promotion tool is 
to use SMS marketing to lure customers to visit the 
business. Customers can receive a weekly SMS about 
special product/service offers. This can assist the small 
business to remind customers about the business 
offerings, as well as contribute to relationship building 
with the business. Small business owners and managers 
should seek publicity in local newspapers, in particular 
free community newspapers. They can obtain publicity 
through supporting local charities and sport teams, if 
changing business location, a change in management 
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takes place, or when offering new products/services. 
Hosting competitions could also be announced in these 
free community papers.   

Small business owners and managers should ensure 
they have a website with a link to their Facebook and 
Twitter pages. This can provide them with feedback on 
their business performance or marketing communication. 
The website traffic statistics can show them how aware 
customers are of the small business, whether there is 
an increase in visitors and which pages they accessed. 
Social media sites such as The Facebook “likes” and 
Twitter messages can provide them with information on 
how the public perceived the business. The effectiveness 
of their marketing communications can be measured 
by assessing the change in sales after utilising sales 
promotions campaigns via SMS marketing, hosting 
competitions or publicity in free community newspapers. 
All employees could also ask customers when in the 
store how they have heard about the business or why 
they are visiting the business as it can provide the small 
business with feedback on specific sales promotion 
campaigns. It is however essential that small business 
owners/managers set specific marketing communication 
goals for each sales promotion campaign.

The small business owners and managers should 
take into consideration the differences in purchasing 
behaviour based on demographic variables when 
designing sales promotion and marketing communication 
process strategies. Females and males differ in terms 
of desires, wants, interest and needs. The younger 
generation is more technology savvy and would like to 
receive sales promotion campaign notifications via SMS 
or social media. In other words market segmentation 
based on both age and gender should take place and 
when possible micro marketing to tailor the marketing 
messages to a specific audience.

LIMITATIONS AND FUTURE RESEARCH

There may be other items that could have been included in 
the questionnaire to provide more valuable results as the 
questionnaire items were generic and not small business 

specific. The sample was surveyed in one province of 
South Africa only. The Eastern Cape is regarded as one 
of the poorest provinces in the country. Small business 
owners or managers at more affluent provinces may have 
used different marketing mix strategies which may exert a 
greater influence on their small business performance. It 
is recommended that:

• A qualitative study be conducted to solicit in-depth 
information regarding the specific marketing mix 
strategies used by small businesses;

• The sample size be increased to include other 
provinces in South Africa, whereby a comparison 
can be made between small business marketing 
mix strategies chosen by small businesses in poorer 
versus more affluent provinces.
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ABSTRACT

Despite being a new concept in the field of professional 
development, today personal branding is often presented 
as being a critical element of career and life management.  
Understandably, only a limited number of academic articles 
have been published on this topic. The aim of this research 
was to classify the available academic literature on 
personal branding. For this purpose, a systematic literature 
review was conducted, as this methodology minimises the 
effect of selection, publication and data extraction bias. 
The data was structured according to the building blocks 
of science, which include concepts, statements and 
frameworks. A total of 56 articles were located based on 

the defined search strategy, of which 36 were analysed 
after applying the inclusion and exclusion criteria. Although 
the available data was limited, it was possible to report 
some information on the nature of personal branding as 
per the elements of the body of knowledge. This review 
assists in the development of personal branding as an 
academic discipline as it systemises the current body of 
knowledge, thus allowing for a better understanding of 
the topic. No other similar reports could be located and 
as such this research provides an important contribution 
to the field.

Key words: individual brand; personal branding; 
professional brand; self-brand; self-marketing
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INTRODUCTION

Personal branding as a topic is of particular interest and 
this is evident from the large number of popular inscriptions 
found on the Google search engine. At least 1 820 000 
results are displayed on the Web function, whilst Google 
Scholar leads to at least 249 000 results. Amazon Books 
lists 2 110 books when “personal branding” is entered into 
the search bar. Personal branding is therefore definitely a 
point of interest in the public domain. 

Many icons, including Nelson Mandela, Oprah Winfrey, 
Mahatma Gandhi and Tiger Woods, are credited with 
using their journey to success as a basis for building a 
valuable personal brand. Popular literature1 suggests that 
it could be relevant to ask which personal and professional 
lessons may be learnt from these prominent individuals. It 
also suggests that authenticity is key to personal branding 
and the ethical development of such branding, as it is 
argued that this will ensure credibility and sustainability. 
The aim of the study was to systemise the limited academic 
literature on the topic to verify these claims and enable the 
scientific development of the field.

A literature review constitutes an important academic 
tool. It is a summary of previously published work, or a 
description of the history or development in a specific area 
of interest (Green, Johnson & Adams 2006). It should be 
current, comprehensive and reflective of developments 
in the field (Burton 2011). A literature review adds 
particular value if it indicates differences and similarities in 
approaches and points to emerging issues (Kable, Pich & 
Maslin-Prothero 2012). Within this context, Burton (2011) 
states that literature reviewing is central to the essence of 
all academic writing as it should explicitly and implicitly bind 
together all its parts. Such consolidated literature reviews 
could be particularly useful in the context of teaching, as 
they provide a single source on a topic (Green et al. 2006). 
For the scholar they could be valuable for understanding 
such a mass of information. Literature reviews are, 
however, more than just a remedy for handling the bulk of 
information available. 

1 Popular literature in this context refers mainly to books published 
with a wide audience in mind, often with a motivational objective, 
and based on personal conviction or experiences of the author and 
not on the amalgamation of or reference to empirical research.  

They have considerable importance for researchers, 
including identifying and operationalising concepts, 
discovering appropriate methodologies (Kaniki 2006), 
selecting frameworks for the analysis of data (Anderson 
2009), and guiding them to avoid certain pitfalls identified 
in previous research (Green et al. 2006). 

It may be difficult to know which literature to report, 
especially given the vast amounts of literature available 
on a particular topic. Bias in reporting literature is very 
common and it is therefore important to reduce it through 
appropriate writing and research techniques because 
applying such techniques will increase the utility and 
credibility of the publication (Green et al. 2006). 

The systematic literature review methodology is a way 
of reviewing the literature using a comprehensive pre-
planned strategy to locate existing literature, evaluating 
the appropriateness of the literature found, analysing 
it, and synthesising findings to allow conclusions to be 
reached about that particular body of literature (Denyer & 
Tranfield 2009). A systematic literature review therefore 
uses explicit, thorough methods to identify, select, appraise 
and synthesise information (Robson et al. 2007). As such, 
a systematic literature review differs from conventional 
reviews in that it aims at synthesising research in a 
predetermined, systematic, transparent and reproducible 
manner (Tranfield, Deyner & Smart 2003). Over the last 
few years, a shift from the more traditional narrative 
reviews has taken place, leading to a more systematic 
approach (Kable et al. 2011). 

The objective of this article is to provide a systematic 
literature review of the body of knowledge about personal 
branding, based on the available scholarly literature.

LITERATURE REVIEW

A literature review should be done taking cognisance of 
the way the body of knowledge in the scientific domain 
is organised (Steyn 2014). In the case of the current 
topic, namely personal branding, it is situated within the 
social sciences domain and, as such, a social sciences 
framework would be applicable. De Vos, Strydom, Fouche 
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and Delport (2011) provide such a framework, tapping into 
the seminal work of Mouton (1996), Kerlinger (1986) and 
Kerlinger and Lee (2000). De Vos et al. (2011) present 
the building blocks of (social) science under three main 
headings, namely, concepts, statements (definitions, 
hypotheses and propositions) and conceptual frameworks 
(typologies, models, theories and paradigms). What 
follows is a description of the structure of the body of 
knowledge, that is, the framework used to systemise the 
literature as it pertains to personal branding.

Concepts

Concepts are the most basic building blocks of a body of 
scientific knowledge. Those within the same discipline and, 
more specifically, within the same paradigm of research or 
tradition tend to share specific conventional connotations 
(Mouton 1996). This sharing of meaning is important 
as the possession, understanding and use of such 
concepts (those with shared meaning) by the members 
of a profession constitute the most basic requirements 
of a scientific base (De Vos et al. 2011). No discussion, 
including one on personal branding, would be possible 
without agreement on the connotations associated with 
the concept and associated concepts.

Statements

Once concepts have been formulated they can be combined 
in statements, which form the next level of the building blocks 
of scientific knowledge. Statements include definitions, as 
well as hypotheses and propositions (De Vos et al. 2011), 
and statements of truth (Babbie & Mouton 2012).

Definitions: These are statements that aim to describe 
the meanings of words or concepts. Definitions delimit or 
demarcate the meaning of a word in terms of its sense and 
reference (Mouton 1996). As such, a definition facilitates 
communication as it describes the connotation of the 
term in a specific context. It therefore facilitates a clear 
understanding of what exactly the concept means (De Vos 
et al. 2011). 

Hypotheses and propositions: According to De Vos et al. 
(2011), a hypothesis is an expectation about the nature 

of things derived from a theory and is a statement of 
something that should be observed in the real world if 
the theory were correct. It is a statement that postulates 
a certain relationship between two or more variables and 
is used in quantitative research. Propositions differ from 
hypotheses in that propositions are more explanatory in 
nature as they are normally not presented as blatantly 
as hypotheses. Propositions are expected to be found 
in qualitative research and are associated with theory 
building, unlike hypotheses which could be used to test 
theories.

Truth statements: These are sentences that contain 
demonstrated, tested claims about the world (Mouton 
1996). When they address one variable, they are 
usually descriptive and describe the amount or value 
of that variable as it manifests in the (real) world. When 
statements refer to two or more variables, they usually 
refer to the relationship between the variables. In the 
social sciences, truth statements are generally about the 
causal powers and forces that produce things or events 
(Mouton 1996).

Conceptual frameworks

Conceptual frameworks represent the integration of 
scientific statements into a scientific structure (De Vos et 
al. 2011). According to De Vos et al. (2011) conceptual 
frameworks constitute the highest-level building block of 
scientific knowledge. Typologies, models, theories and 
paradigms are conceptual frameworks. 

Typologies: Typologies are the outcomes of a 
classification process, where phenomena are classified 
in terms of the characteristics they have in common and 
that differentiate them from other phenomena (Mouton 
1996). The common purpose of classifying includes 
administration (thus creating nominal groups), triage (to 
give order to observed phenomena, thus creating ordinal 
groups) and knowledge development (which occurs 
when the created groups are studied in greater detail) 
(De Vos et al. 2011). 

Models and theory: Models are attempts to represent the 
dynamic aspects of the phenomenon by illustrating the 
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relationships between its elements in a simplified form 
(Mouton 1996). “Where a typology presents the major 
elements, a model presents the relationship between 
these elements” (Mouton 1996: 198). A model is defined 
as a representation of reality (De Vos et al. 2011). 
Differences between models and theories are largely a 
matter of degree (Mouton 1996), with theories explaining, 
predicting and verifying the relationships presented 
in models (De Vos et al. 2011). The very nature of the 
theories lies in the explanation of observed phenomena 
(Kerlinger 1986).

Paradigms: A paradigm is an established research 
tradition in a particular discipline inclusive of accepted 
theories, models, body of research and methodologies 
(Mouton 1996). Paradigms verbalise (legitimate) 
assumptions when viewing the world and provide the 
design for collecting and interpreting data. They guide 
researchers on which actions to take (De Vos et al. 2011). 
More specifically, paradigms enable researchers to 
establish appropriate facts, match facts and theory, and 
articulate appropriate theory. Paradigms are therefore 
used as a departure point in research (Mouton 1996). 

These building blocks of science allow for an orderly 
way of presenting literature on a specific topic or field 
of interest. This structure is therefore used to present 
the scholarly literature on personal branding, which 
was identified using the systematic literature review 
methodology.

METHODOLOGY

The research methodology is aligned with the aim of the 
article, namely, to provide a systematic review of the 
academic literature on personal branding. With such an 
approach, the researcher should clearly state the way 
that appropriate data would be identified, the inclusion 
and exclusion criteria of data and a plan for analysing the 
data (Nightingale 2009). This detailed explanation of the 
process serves as a guide for the replication of the study 
(Green et al. 2006). It is also designed to reduce bias, as 
the complete operational protocol is written before the 
process commences, and it therefore defines and guides 

the process (White & Schmidt 2005). The methodology 
should aim to minimise the effects of selection, publication 
and data extraction bias (Nightingale 2009). 

The research was conducted in two stages, that is, the 
collection of the appropriate data (find the literature) and 
the analysis of the data (systemise the found data). For 
the current review, the structure described by Kable et al. 
(2012) was used as a framework to guide the collection 
of literature on personal branding, while the framework 
of De Vos et al. (2011) was used to analyse the collected 
literature. 

Plan for collecting data 

The manner in which the Kable et al. (2012) process was 
followed in this research is presented below.

Provide a purpose statement to describe the question that 
must be addressed by the literature review: The research 
question for this study was as follows: What is the current 
body of knowledge as reflected in published academic 
literature articles on personal branding?

Specify the limits applied during the search for data: 
Publications which appeared between 2002 and 2014 
were included in the search. The search was executed 
on 17 June 2014 and a wide bouquet of EBSCOhost 
and ProQuest databases was used. A full list is attached 
in Annexure A. The search was further limited to full-text 
publications in English. Only articles which were classified 
as peer reviewed were included. 

List the inclusion and exclusion criteria applied for the 
search: Although it is ideal to have a complete operational 
protocol (White & Schmidt 2005), this was only developed 
after some pilot searches. Many clearly promotional titles 
were found, despite specifying that results should only 
reflect peer-reviewed articles. These were excluded, as 
Babbie and Mouton (2012) caution that only information 
or data that is accepted by the scientific community should 
be included in building the body of knowledge. The initial 
search also yielded results pertaining to the link between 
individuals and product brands, and such articles were 
excluded.
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List the search terms used: Five search terms were 
used to search the databases, targeting their inclusion 
in the title of the article. The searched terms used were 
personal brand*, individual brand*, professional brand*, 
self-brand*, and self-marketing. The asterisk allowed 
the search engine to use all variations of the word, 
including terms such as branding, brands and branded, 
for example.

Document the search process: The search was conducted 
on 17 June 2014, using the search engines, the inclusion 
and exclusion criteria, and the search terms as indicated 
above.  

Assess retrieved articles for relevance: It is suggested 
that during the review process, at least two reviewers 
should independently assess studies for inclusion in 
order to minimise the risk of selection bias (Nightingale 
2009). For this article it was done by the first and second 
author, strictly following the inclusion and exclusion 
criteria. After deriving two independent lists of acceptable 
articles, these were discussed in the spirit of being 
sensitive rather than specific (Nightingale 2009). Added 
to this, attention was given to articles which compromised 
literature reviews and systematic reviews (Kable et al. 
2012). No such reviews were found. 

Specify the number of articles retrieved: In total, 56 
articles were captured after excluding duplications in the 
reach of the EBSCOhost and ProQuest bouquets. After 
both authors had reviewed the list a total of 36 articles 
met all criteria for inclusion.

Conduct quality appraisals of retrieved literature: 
Assessing the quality (not the themes) of articles to be 
included may be important, but it is a contentious issue 
because different methods do not produce consistent 
results (White & Schmidt 2005) and such assessments 
can be extremely subjective (Green et al. 2006: 111). 
Although some (see Kable et al. 2012) argue that a quality 
appraisal of retrieved literature is valuable, this route was 
not followed because it could work against the possibility 
of replicating the study and introduce unnecessary bias. 
As such, all 36 items that were deemed thematically 
acceptable were included for further analysis.

Conduct a critical review of the literature: If the author 
wants to engage in critical analysis, the criteria assessed 
against should be expressed explicitly (Green et al. 2006). 
In the case of this research the framework of De Vos et 
al. (2011), as presented in the literature review, was used 
to systemise the literature. An elaboration on how it was 
operationalised is provided in the “Plan of analysis” section 
below.

Provide an accurate reference list: The last step of the 
process is to provide a reference list of the articles used, 
in other words those which met the criteria as per the 
guidelines of Kable et al. (2012). This is presented in the 
reference list at the end of the paper. The articles used can 
be identified by the unique numbers allocated to them in 
the reference list.

Plan of analysis 

The plan to classify and analyse the articles was based 
on the work of De Vos et al. (2011) and, as stated several 
times, is presented in the literature section of this article. 
What follows is how the analyses were operationalised.

Concepts: Concepts were identified as the words that 
appeared in the key word list of the articles selected. 
When articles did not have a keyword list, no concepts 
were identified.

Definitions: Only statements which included the word 
definition or phrases such as “the phenomenon is 
described as …” were included as definitions of the 
concept. No effort was made to integrate information 
to construct definitions as this would have introduced 
bias. The aim was only to consider single sentence  
definitions.

Hypotheses, propositions, and truth statements: 
Hypotheses are statements which indicate a relationship 
between two or more variables and are derived from 
a theory.  Hypotheses are identified in text when they  
are presented as such and are to be found in quantitative 
studies. Propositions are expected to be found in 
qualitative studies and describe the relationship 
between two or more variables. Factual statements  
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ontain demonstrated, tested claims about the world.  
In this study, these were interpreted as accepted 
hypotheses or affirmed propositions. These truth 
statements are expected to be found in the findings 
section of the articles.

Typologies: Typologies in the text were recognised when 
they were presented as lists or strings of characteristics 
associated with the phenomena. The test used to 
identify a typology was to ask whether this list or string 
represented the characteristics of the phenomena, or 
whether it described types of the phenomena. If the list 
or string of statements did not meet these criteria, it was 
not deemed to be a typology.

Models and theories: As the differences between models 
and theories are largely differences of degree (Mouton 
1996), it was decided that these two building blocks would 
be discussed together. Models were identified as pieces 
of text which provide details of the multiple relationships 
between variables. Theories go further and explain the 
reasons for these relationships. The emphasis in this 
section was on multiple relationships (models) and the 
explanation of the mechanisms responsible for those 
relationships (theories).

Paradigms: A paradigm is an established research 
tradition in a particular discipline inclusive of accepted 
theories, models, body of research and methodologies 
(Mouton 1996). As it is doubtful that the authors would 
formally present such information, the view was deducted 
from the nature of the articles. A distinction was drawn 
between a critical rationalist approach (identifiable 
through the presence of hypotheses) and a hermeneutics 
approach (identifiable through the analysis of text). 
A critical rationalist approach points to a positivistic 
approach, whereas a hermeneutics approach is linked to 
interpretivism (Higgs & Smith 2006).

FINDINGS

The sections below describe the findings of the analysis of 
the 36 articles against the pre-determined framework as 
discussed above.

Descriptive data 

In total, 56 articles were located given the search strategy. 
Of these, 36 were analysed, given the inclusion and 
exclusion criteria described above. The analysed articles 
are presented in the reference list, and they can be 
identified by their numbering, from 1 to 36.
It is interesting to note that the Journal of Marketing 
Education (N = 2) and the European Journal of Marketing 
(N = 2) have both published two articles, and that no other 
journal has published two or more articles on the topic. 
Also, no author has published more than one article; 
seminal academic authors therefore seem to be absent.

Themes per section of the body of 
knowledge 

The findings of the analyses, using the predetermined 
framework discussed above, are presented per element of 
the body of knowledge. 

Concepts: The first findings relate to concepts. As 
previously mentioned, key words listed in the abstract 
and the body of the article were used as descriptions of 
the constructs of personal branding. In total, 18 of the 36 
articles on personal branding included a list of key words. 
The most common key term was “personal branding” 
(N = 11, cf. Articles 2, 5, 8, 9, 14, 15, 16, 17, 19, 24 and 
30). The next most popular key term was brand (N = 6; cf. 
Articles 3, 11, 12, 19, 26 and 27). No other key words were 
mentioned more than five times.

Definitions: Definitions were the next building block of 
knowledge that was investigated. In total, 28 of the 36 
articles provided definitions relating to personal branding 
that met the criteria for being a definition (N = 28, cf. Articles 
1, 2, 4, 6, 8, 9, 10, 11, 12, 13, 14, 15, 16, 17, 19, 20, 21, 
22, 25, 26, 27, 28, 30, 32, 33, 34, 35 and 36). Khedher’s 
(2014: 33) definition in Article 16 was typical of such a 
definition. It defines personal branding as the “process 
of establishing a unique personal identity, developing an 
active communication approach of one’s brand identity to 
a specific target market and evaluating its impact on one’s 
image and reputation, to fulfill personal and professional 
objectives”. Another comprehensive definition in Article 
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9 reads as follows: “Personal branding is defined as 
a personal perception or emotion about a person. It is 
reflected as who we are, what we believe, what we do, 
and how we do it.  It is the reflection implemented through 
actions. It is authentic and natural therefore it avoids one 
from competition but focus on uniqueness” (Karsudjono, 
Christianta & Eliyana 2013: 628). A further example of a 
definition of personal branding, in Article 9 by Eke (2012), 
reads that a personal brand is the public projection of 
certain aspects of a person’s personality, skills or values 
that stimulates precise, meaningful perceptions in its 
audience about the values and qualities that a person 
stands for. 

From the many different definitions offered by the 
authors of the various articles, it can be concluded that 
some similarity exists between them: Personal branding 
identifies, packages and promotes the unique profile of the 
individual in a way that creates meaningful value for that 
person.

Hypotheses: In total, six of the 36 articles provided 
hypotheses on personal branding which met the inclusion 
criteria (N = 6, cf. Articles 15, 19, 18, 21, 27 and 29). In 
Table 1 the most distinct hypotheses are reported. These 
hypotheses are presented in a summative format and 
were not directly taken from the set of articles.

TABLE 1: HYPOTHESES

Article Hypotheses
15 Branded leaders have a positive effect on the performance of followers.
18 Culture affects the way individuals portray themselves (in a social media domain).
19 The performance of the individual will affect his/her status (eminence).
21 Different student factors affect the possibility of entering the job market.
27 Products associated with a personal brand are more desirable than those without.
29 Individual attitudes (and behaviour) have an influence on the creation of a personal brand.

Some researchers, for example, focused on leadership in 
their hypotheses, as seen in Article 15. The hypotheses set 
by Karsudjono et al. (2013: 631) state that “The leader’s 
personal branding has significant effect on achievement 
motivation of leader candidates” and “The leader’s personal 
branding has significant effect on the performance of 
leader candidates”. Further hypotheses were related to the 
way individuals from different cultures portray themselves 
within the social media domain (see Article 18). Li (2007: 
131) indicates for example, “English chatters provide more 
personalized information in their profiles than Chinese 
chatters do” and “Chinese chatters provide more highly 
respected and power-related occupational information in 
their profiles than do English chatters”. Another group of 
hypotheses (see Article 19) related to reputation (in the 
academic domain). Noble, Bentley, Campbell and Singh 
(2014: 316) state the following: “Increasing numbers 

of national or regional awards within the discipline will 
be associated with greater eminence” and “Focus in 
a particular research area (depth) will be more strongly 
associated with eminence than will be publication across 
numerous topics (breadth)”.

From the 36 articles reviewed, only six offered and tested 
scientifically formulated hypotheses relating to personal 
branding. This lack of scientifically formulated hypotheses 
indicates the need to formalise research on personal 
branding.

Propositions: In total, two of the 36 articles provided clear 
propositions on personal branding. The proposition of 
Khedher (2014: 32), in Article 16, reads as follows: “The 
key premise for personal branding is that everyone has a 
personal brand, but most people are not aware of this and 
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do not manage it strategically, consistently and effectively”. 
Corsten (2013: 52), in Article 8, presents the following 
proposition: “For personal sports brands to succeed 
financially by monetizing on a person’s name, athletic 
potential and talent, a vital requirement is a large stage 
and a product and/or brand with wide appeal”. He also 
states, “To optimise the power of a personal sports brand, 
athletes must engage in hybrid relationships, be strategic 
about this engagement and thus rely on these actions to 
‘brand themselves’ via relationships outside the athletic 
field to gain higher return on investment (ROI) than what is 
constituted only from athletic abilities” (Corsten, 2013: 52). 
Although six of the articles followed a qualitative research 
approach, surprisingly few authors stated propositions.  

Statements of truth: In total, eight of the 36 articles provided 
statements of truth relating to personal branding that met 
the inclusion criteria. The following accepted hypotheses 
or affirmed propositions were identified: 

• Article 3 suggests that the position of chief executive 
officer can legitimately be considered as a brand that 
can be of value for an organisation but, as it can be 
influenced by certain factors, it has to be monitored 
consistently (Bendisch, Larsen & Trueman 2013). 

• In Article 8 it is indicated that personal sports branding 
usually has a very good ROI at both product and 
corporate levels (Corsten 2013).

• The author of Article 11 indicates that distance 
education librarians can use the tenets of self-
marketing and relationship marketing to reach out to 
remote students effectively and build relationships 
that will be to the benefit of both parties (Gall 2012).

• The study reported in Article 14 indicated that for a 
manager to achieve a value-adding personal brand 
in students, certain elements such as competence 
and emphasising shared vision and values are more 
important for showing his/her effort than other aspects 
(e.g. acting helpful and possessing extraordinary 
personal qualities) (Isfahani, Aghdaie & Homae 2011).

• Article 15’s study indicated that leaders with higher 

personal branding, because of self-mastery, will have 
better achievement motivation and therefore higher 
performance (Karsudjono et al. 2013).

• Article 24 indicates real differences in the way men 
and women present themselves in online self-
marketing, with men focusing more on looks and 
women preferring to focus on characteristics and 
demographics (Peters, Thomas & Morris 2013).  

• The study on which Article 27 is based indicated 
that more universities should offer development 
programmes for students through which they can 
learn more about self-branding to improve their 
positioning for the marketplace (Rigopoulou & 
Kehagias 2008).

• Article 29 reports that younger, more technology-
conversed reporters in the electronic media make 
better use of social media for personal branding than 
older reporters in the print media (Shulltz & Scheffer 
2012).  

• The author of Article 35 indicates that students 
should increasingly integrate digital media in their 
assignments to enhance their educational experience 
and increase their value to potential employers after 
graduation (Wesch 2012).

• Article 30 indicates that in recent years self-marketing 
and personal branding have in a way been hijacked 
from academic mainstream marketing by enthusiasts 
on electronic platforms (Shepherd 2005).  

The conclusion is that effective personal branding can be 
linked to personal success, performance and achievement, 
as well as to the success of those the well-branded person 
comes in contact with, including the organisation with 
which the person is associated. Furthermore, it can be 
concluded that social media has a definite influence on 
personal branding and that personal branding has also 
become a very popular contemporary issue. 

Typologies: Typologies were the next building block of 
knowledge to be investigated. In total, six of the 36 articles 
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provided typologies of personal branding which met the 
inclusion criteria (N = 6, cf. Articles 8, 14, 15, 16, 17, 29 
and 35).  

The following typologies were recognised and associated 
with personal branding: 

• According to Wetsch (2012: 34) in Article 35: 
“Deployment of a personal brand begins by creating a 
‘positioning pitch’ that includes all information learned 
by the self, which makes the central core of one’s 
personal brand and demonstrates an understanding 
of one’s image and identity“. Wetsch (2012: 34) also 
indicates that personal branding requires the following 
elements: clear understanding of own personality; 
critical evaluation of own strengths; achievements; 
passions and weaknesses; and also a clear 
understanding of how one is perceived by others. 
According to this author, it furthermore requires the 
establishment of a goal and achieving it through a 
well-executed plan.   

• In Article 16, the authors indicated that the process 
of personal branding evolves through three phases: 
Phase 1: Establish a brand identity which is based 
on the inherent internal characteristics of the person 
to be branded and the external elements which are 
important to the person’s relationship with others. 
Phase 2: Develop the brand’s positioning which is 
focused on planning the communication of one’s 
brand identity by managing behaviour, communication 
and symbolism while marketing it to a specific target 
market. Phase 3: Evaluate the brand’s image to 
ensure the fulfilment of personal and professional 
objectives (Karsudjono et al. 2013).

• Corsten (2013; Article 8), in addressing personal 
sports branding, links prerequisites for personal 
branding in sports to visibility and public relationship 
management through media exposure; career 
wins (athletic performance); endorsement deals; 
fan interest and followers; corporate social 
responsibility; personality; extraordinary activities; 
timing consumption patterns; brand development 
and innovation; strategy planning and collaboration; 

availability, work ethic and integrity; passion as well as 
brand execution and communication.

Although the same trend is identified in creating the brand, 
establishing the brand and maintaining the brand, different 
authors offer different elements or key steps to meet the 
requirements of the process. 

Models and theories: Models and theories were the 
next building block of knowledge to be investigated. In 
total, 23 of the 36 articles provided models and theories 
of personal branding which met the inclusion criteria 
(N=23, cf. Articles, 2, 3, 4, 9, 10, 11, 14, 15, 16, 22, 23, 
24, 25, 26, 28, 29, 30, 31, 32, 33, 34, 35 and 36). The 
following models and theories were identified as pieces 
of text which explain the multiple relationships between 
variables:

• Gall (2012: 555 - 557), in Article 11, suggests a 
model that implies that your personal brand will 
improve given that you follow the following steps: 
“understand what your brand already is; do what you 
are good at; be good at what you do; think in the 
long-term; know your audience; have a message and 
build relationships”.

• Article 25 refers to “An authentic personal branding 
model which includes the following steps: define and 
formulate a personal ambition; define and formulate 
a personal brand; formulate a personal balanced 
scorecard and implement a personal ambition, brand 
and scorecard” (Rampersad 2008: 35 - 36).

• Thomas (2011: 142 - 143) suggests in Article 32; 
“Four critical building blocks are needed to support 
a personal brand and develop it into a credible, 
recognisable, representation of a person and one’s 
work.” The four essential building blocks for personal 
brands are “name of brand; message: definite 
understanding of value, purpose and uniqueness; 
channel: multiple information streams develop a 
presence and bridges: development of reciprocal 
relationships of value, connection, opportunity, 
partnerships and growth”.
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• In Article 33, Vitberg (2010: 43 - 44) indicates 
that in order to form a personal brand equity, the 
following steps should be adhered to: “understand 
personal branding and the process of branding; craft 
personal brand statements and brand positioning; 
understanding the tools, tactics and media for growing 
personal brand equity and finding the correct balance 
between all the steps.”

Although different approaches were followed by the 
various authors, similarities could be identified. Some 
of the authors referred to the elements of a strong 
personal brand, whereas others referred to the process 
of establishing a brand and others again to the steps 
within the process to be followed. Evidence of theory was 
limited. 

Paradigms: The last building block evaluated was 
paradigms. The paradigmatic approach followed was not 
stated in any of the articles and was as such deducted. 
In total, only six articles were quantitative, reflecting 
a rationalistic approach. The five qualitative articles 
suggested the presence of interpretivism, while the 
position papers (in total 25) also relied on an interpretivist 
approach. It may therefore be stated that the field of 
personal branding is dominated by an interpretivist attitude 
to knowledge creation. 

CONCLUSIONS 

A literature review, in general, should reflect the (body 
of) knowledge in the field (Burton 2011) and the major 
trends and conclusions drawn from the overview (Green 
et al. 2006). The discussion that follows summarises the 
strengths and weaknesses of the current literature and it 
therefore presents information that was not known before 
the literature review was concluded.

In the study, 36 articles relating to personal branding were 
reviewed. No particular journal specialises in this field and 
no single author has produced more than one article – as 
such seminal authors seem absent in this field. In total, 13 
of the articles were published between 2003 and 2008 and 

23 between 2009 and 2014. From this it can be observed 
that 2009 to 2014 represented an increase in academic 
output relating to the topic of personal branding.

Five articles represented a qualitative research approach, 
six articles represented a quantitative research approach, 
and 25 of the articles were position papers. Most articles 
were therefore not empirical in nature. This is reflected in 
the scarcity of evidence found to substantiate the body of 
knowledge.

In summary, only 18 of the articles presented keywords, 
28 presented definitions, six presented hypotheses, two 
presented propositions, eight presented statements of 
truth, six presented typologies and, quite surprisingly, 23 
presented models and theories. In none of the articles 
were paradigms overtly stated.

Based on the framework utilised to evaluate the body of 
knowledge, certain conclusions could be drawn. The main 
concepts referred to in the articles on personal branding 
were personal branding (this goes without explanation), 
marketing, branding, and career management. Personal 
branding is thus within the domain of marketing (marketing 
and branding) and associated with human resources 
development (career management).

When considering the definitions offered by the authors of 
the articles, it was possible to construct a comprehensive 
definition of personal branding, namely, that personal 
branding identifies, packages and promotes the unique 
profile of the individual in a way that creates meaningful 
value for them.

In only six articles were hypotheses offered and tested 
empirically. This small number of scientifically formulated 
hypotheses indicates the need to formalise research in this 
field. A further concern in this regard is the limited scope of 
these hypotheses, focusing on simple relationships, which 
does not hold promise for comprehensive theory testing. 
Qualitative studies, on the other hand, offered propositions 
that suggest that the key premise for personal branding 
is that everyone has a personal brand, but that people 
are in general not aware of this and do not manage it 
strategically, consistently and effectively. 
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Surprisingly, given the lack of proper research methodology 
and empirical research, many authors offered statements 
of truth. The authors of the articles were convinced 
that personal branding allows well-branded individuals 
to achieve a higher standing than those with similar 
competencies and reputations who did not engage in such 
(branding) activities, and that it has both personal and 
organisational benefits.

During the review process a number of typologies were 
identified, most of which were related to the process that 
needs to be followed to improve your personal brand, 
often focusing on the elements of a personal brand. The 
importance of identifying the need and the development 
of a strategy and its implementation seems to be most 
significant.

A number of models and theories relating to personal 
branding were identified during the review. The models 
were in most cases simplistic and involved only a limited 
number of variables. Theoretical explanations were largely 
absent and the field seems to be dominated by untested 
assumptions underlying the reason why certain variables 
are related.

As far as the paradigms used in academic literature are 
concerned it was evident from the large number of position 
papers as well as the qualitative studies that the field of 
personal branding is dominated by a hermeneutic or 
interpretivistic approach to unravelling the truth. Rational 
empiricism, which is often associated with the natural 
sciences, was largely absent. 

Notes to practitioners and managerial 
implications

The literature reviewed indicated the application of the 
personal brand concept to five professional careers 
(educators, public relations practitioners, media reporters, 
accountants and librarians), those in leadership or 
managerial positions, as well as sport personalities. 
Limited focus was placed on any other type of specific 
profession or area, suggesting that not all individuals need 
formalised personal branding. Personal branding may 
therefore not be for all. 

Most important for practitioners and managers alike is that 
personal branding is not a well-developed academic field 
with limited empirical research having been conducted in 
this area. Although the literature presented is generally 
optimistic with regard to the value of personal branding, 
most papers are conceptual in nature, and provide little 
proof of the claimed effects of personal branding. These 
statements of truth should therefore not be interpreted as 
ultimate truths.

Also important to practitioners is to get involved in 
research on this topic, so as to authenticate their field of 
practice, and to build a sophisticated and substantive body 
of knowledge around this topic. This is addressed in more 
detail under the next heading.    

Notes to future researchers

Green et al. (2006: 112) state that as part of a literature 
review “specific directives for new research initiatives 
should be proposed”. As so little research has been done 
in this field the scope for future researchers is wide open, 
and none of the building blocks of science, as presented 
above, are satisfactorily covered. However, given this 
specific review, a focus on different professions or 
organisational positions, the role of social media, personal 
branding of employees within an organisational context, 
and models for developing personal brands could be 
matters to investigate.

Future researchers may want to consider the current body 
of knowledge and align their research with previous work 
so as to contribute to this. The use of similar definitions 
of concepts is a good example of allowing research to be 
comparable and complementary, at least at the concept 
level.

Limitations of the study

The number of articles located by the extensive search 
(see Annexure A) made a consolidation of the knowledge 
as per the element of the body of knowledge difficult. In 
some areas, for example definitions, it was possible to 
populate the element well, but in other areas, such as 
theories, data was limited and not much could be reported. 
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It was thus difficult to do a proper literature review of an 
under-developed academic field.

Although the purpose of the systematic literature review 
is to limit bias, it would be negligent to state that bias was 
absent from the study. As the researchers are optimistic 
about the possible effects of personal branding this may 
be reflected in their reporting.  
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ANNEXURE A: DATABASES CONSULTED

The following search engines (data bases) were utilised:

From the Ebsco Host bouquet the following databases were consulted: Academic Search Premier, Africa-Wide 
Information, Business Source Complete, CAB Abstracts, CINAHL with Full Text, Communication & Mass Media Complete, 
Communication Abstracts, eBook Collection (EBSCOhost), EconLit with Full Text, Education Source, ERIC, Gender Studies 
Database, Hospitality & Tourism Complete, MEDLINE, Mental Measurements Yearbook with Tests in Print, PsycARTICLES, 
PsycBOOKS, PsycCRITIQUES, PsycEXTRA, PsycINFO, Social Work Abstracts, SocINDEX with Full Text and Teacher 
Reference Center. From the ProQuest bouquet the following databases were consulted: Applied Social Sciences Index 
and Abstracts (ASSIA) , ARTbibliographies Modern (ABM), British Humanities Index (BHI), COS Funding Opportunities, 
COS Papers Invited, COS Scholar Universe, Design and Applied Arts Index (DAAI), ebrary® e-books, ERIC, GenderWatch, 
International Index to Music Periodicals Full Text, Library and Information Science Abstracts (LISA), Linguistics and Language 
Behavior Abstracts (LLBA), MLA International Bibliography, National Criminal Justice Reference Service (NCJRS) Abstracts 
Database, PAIS International, Philosophers’ Index, PILOTS: Published International Literature on Traumatic Stress, 
ProQuest Business Collection, ProQuest Central, ABI/INFORM Complete, Accounting & Tax, Banking Information Source, 
Canadian Newsstand Complete, CBCA Complete, Hoovers’ Company Profiles, OxResearch, Pharmaceutical News Index, 
ProQuest Asian Business & Reference, ProQuest Biology Journals, ProQuest Career and Technical Education, ProQuest 
Computing, ProQuest Criminal Justice, ProQuest Education Journals, ProQuest European Business, ProQuest Family 
Health, ProQuest Health & Medical Complete, ProQuest Health Management, ProQuest Military Collection, ProQuest 
Newsstand, ProQuest Nursing & Allied Health Source, ProQuest Political Science, ProQuest Psychology Journals, ProQuest 
Religion, ProQuest Research Library, ProQuest Science Journals, ProQuest Social Science Journals, ProQuest Sociology, 
ProQuest Telecommunications, Snapshots, ProQuest Dissertations & Theses: UK & Ireland, ProQuest Dissertations & 
Theses Global, ProQuest Historical Newspapers: The Guardian and The Observer, ProQuest SciTech Collection, Social 
Services Abstracts, Sociological Abstracts, The Vogue Archive and Worldwide Political Science Abstracts.
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ABSTRACT 

The South African food retail sector is under high levels 
of pressure both competitively and economically. Retailers 
who keep their customers satisfied may gain competitive 
advantage and market share in the market. Many retailers 
claim to put the customer first and that they take customer 
service and loyalty very seriously. The aim of this paper is 
to explore the real concerns of customers of South African 
food retailers in order to find ways to improve customer 
satisfaction and in turn increase customer loyalty. A new 
and innovative approach was used in analysing complaints 

that customers posted on online forums such as Hello 
Peter, Facebook and Twitter. Leximancer software was 
utilised to organise the data so that it could be analysed in 
order to uncover common themes. The results show that 
customers were unsatisfied with the in-store experience, 
staff attitudes and the reliability of the retailers. Retailers 
need to ensure that the basic principles of retail and 
customer service are effectively implemented at store 
level to ensure customer loyalty. 

Keywords: Retail, online complaints, customer 
satisfaction, qualitative data analysis software 
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INTRODUCTION

It is said that a satisfied customer should experience 
feelings of joy, happiness and even arousal after a 
specific purchase transaction (Jayasankaraprasad & 
Kumar, 2012:103).  How true is this for many customers 
of South African food retailers? The retailers advocate 
the “Customer is King” in their corporate communication 
and have well defined customer service promises and 
guarantees. We wanted to know if the South African food 
retailers are delivering on these. To satisfy customers 
has become a key differentiator in a highly competitive 
market with a few large supermarket chains selling mostly 
homogeneous products (Beneke, Hayworht, Hobson & 
Mia, 2012:27).  Furthermore, retailers are under pressure 
more than ever before to provide quality goods and 
services that satisfy customers due to the South African 
economy slowing down, coupled with the drought resulting 
in the drastic rise in cost for both retailers and consumers 
(Pick n Pay, 2015:8). 

Effective complaint management has been emphasised 
by many authors (Johnston, 2001; Lam & Dale, 1999), and 
many suggest that complaint management could positively 
influence customer loyalty and satisfaction (Zeithaml, 
Berry & Parasuraman, 1996:32). Customer complaints 
could provide retailers with strategic inputs regarding the 
performance of the business and the competence and 
professionalism of the staff dealing with customers in the 
organisation (Osarenkhoe & Komunda, 2013:110).

Retailers claim to train employees and strive for customer 
excellence. The Pick n Pay annual report of 2015 states: 
“We put our customers at the heart of our business”, and 
“We focus on customer service” (Pick n Pay, 2015:6). 
Woolworths states on their website that they strive to make 
a difference and customer service is about understanding 
customer needs and exceeding customer expectations 
(Woolworths, 2016). Furthermore, the Shoprite philosophy 
states “At store level, staff and management are trained to 
enforce the Group’s Consumer Policies geared at ensuring 
a satisfying and convenient shopping experience” (Shoprite, 
2016). However, no research is currently available stating 
exactly what consumers are concerned about, and what 
they are complaining about in the retail sector. 

Whilst retailers claim to run customer surveys on customer 
satisfaction and shopping experience, there remains no 
clear understanding of what customers’ major concerns 
with food retailers really are in South Africa.  Taking 
an innovative and unique approach to understanding 
customer complaints, this article aims to reveal customers’ 
true concerns with food retailers by analysing consumer 
complaints posted on a number of online platforms. More 
specifically, the study aims to uncover the following:

To identify the dominant themes emerging from online 
consumer complaints about South Africa’s nine largest 
food retailers  

• To explore the implications of these identified themes 
for the SA Food Retail Sector 

• To make managerial recommendations based on the 
findings 

A qualitative approach was deemed most suitable due to 
the exploratory nature of the study.  Data was obtained 
in the form of online comments posted about each of the 
nine largest SA food retailers on Facebook, Twitter and 
Hello Peter respectively. In order to assist the researchers 
to analyse the large quantity of textual data obtained, the 
computer-assisted content analysis software Leximancer 
was used. The findings indicate that consumers’ main issue 
was in-store experience due to customers being frustrated 
with employee attitudes and time being wasted to deal with 
problems. Furthermore, the issue of bad service levels and 
customer needs not being catered for, were also raised 
in the complaints analysed. The study proves important 
in revealing insights about consumers’ complaints and 
concerns raised about South African food retailers and 
aims to identify specific areas in the customer experience 
where retailers may improve. The remainder of the paper 
is organised as follows: the background of South African 
Food Retail Industry is provided. Drivers of customer 
satisfaction followed by a look into customer complaint 
behaviour and dealing with customer complaints, are 
discussed. Thereafter the methodology used is explained, 
followed by the results, the discussion, management 
implications and suggestions for future research.
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CONCEPTUAL BACKGROUND

Food retail in South Africa

The South African food retail sector is the largest in 
Africa and organised retail accounts for 70% of the total 
sales in this sector (BMI Research, 2015:8).  This  retail 
sector reached a market value of R508.9 billion in 2015 
with supermarkets selling 42% of the total sales in 2015 
(Euromonitor International, 2016:1). The value of the 
informal South African food retail sector is estimated 
around 200 billion and still growing. This is due to a strong 
retail growth in the lower-income segment of the market 
(Pick n Pay, 2015:8). The formal sector consists of a few 
large chains which dominate the food retail space and are 
often referred to as the “Big Five” (Beneke et al., 2012:27). 
Shoprite Holdings Ltd leads the market with a 19% market 
share, followed by Pick n Pay retailers with a 14% share 
(Euromonitor International, 2016:3). Other major players 
in the market include: Spar, Woolworths and Fruit & Veg 
City with 9.5%, 3.7% and 3,4% market share respectively 
in 2015 (Euromonitor International, 2016:8). 

Retail sales in South Africa have been negatively 
impacted in the last couple of years by macro-economic 
and socio-economic factors such as the rising cost of 
living, labour riots and frequent power outages. The 
grocery sector however still recorded a positive growth 
of 8% in 2015 (Euromonitor International, 2016:1). There 
is a growing number of South African grocery retailers 
investing in online stores even though Internet sales still 
only account for a small percentage of the overall grocery 
retail sales (Euromonitor International, 2016:2).

Drivers of customer satisfaction 

Determining the drivers of customer satisfaction may 
be easier said than done, as different customers may 
have different expectations and experiences during their 
shopping trips (Jayasankaraprasad & Kumar, 2012:102). 
Food retailers offer both physical products and value-
added services and therefore dimensions of service 
quality have been explored within the food retail sector 
to determine drivers of customer satisfaction and loyalty 
(Huang, 2009; Kim & Jin, 2002; Long & McMellon, 2004).  

A study by Beneke et al. (2012:37) found that Physical 
Aspects and Personal Interaction had the strongest 
relationship with satisfaction levels among retail 
customers. The store environment needs to be clean 
and safe, and food retailers specifically need to offer high 
levels of convenience. Friendly, knowledgeable, helpful 
staff who are visible throughout the store to assist when 
required, improve the shopping experience according the 
Beneke et al.’s (2012:37) study. Another study indicated 
that value for money, effective time utilisation, store 
environment, service quality and store reputation are 
key to satisfying food and grocery customers specifically 
(Jayasankaraprasad & Kumar, 2012:122). Literature 
also emphasises the importance of product assortment, 
services offered and brand availability for satisfying 
customers and building loyalty (Khare, 2014:536). 
Therefore, it can be assumed that a satisfactory shopping 
experience is influenced by the following: physical 
store, service, responsiveness of employees, product 
assortment, pricing and store policies (Joshi, Waghela & 
Patel, 2015:11). 

Customer complaint behaviour

According to Park, Kim and O’Neill (2014:257) and 
Donoghue, De Klerk and Isaac (2012:4), dissatisfied 
customers behave according to three dimensions: firstly, 
they may voice their complaint to the retailer, secondly, 
they may complain to others such as family or third 
parties, or thirdly, simply take no action and ignore the 
dissatisfaction. Further to this, customer complaint 
behaviour is influenced by product characteristics 
such as durability, price and complexity. For example, 
the more expensive the purchase, the more likely a 
dissatisfied customer will voice their complaints when 
dissatisfied (Hansen, Wilke & Zaichkowsky, 2010:7). The 
Justice Theory has been recognised as a key driver for 
complaint behaviour among customers. A customer who 
feels injustice feels dissatisfied, and will take action to 
remedy the injustice (Wu & Haung, 2015:70).

 ● Justice Theory

The Justice Theory is founded in social psychology and 
is used to explain the actions individuals may take when 
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faced with a complex problem in their mind (Son & Kim, 
2008:510). The customer is looking for justice in the 
outcome and the decisions that were made to arrive at 
the outcome (Park et al., 2014:258).  Therefore, three 
major contracts of justice have been identified, namely: 
distributive justice, procedural justice and interactional 
justice (Wu & Haung, 2015:70). Distributive justice may 
be described as the outcomes provided by the retailer, 
such as the compensation in the form of a discount, a 
refund, or replacement product (Park et al., 2014:258).  
Procedural justice may be seen as the fairness of the 
process and the way the customer was treated during the 
process to get to the outcome of the complaint process, 
or resolving the complaint with the retailer (Hansen et 
al., 2010:10). Interactional justice refers to the manner in 
which the staff treated the customer during the complaint 
resolution process. These include the empathy shown and 
the language used by the employees of the retailer while 
resolving the matter (Park et al., 2014:258). Customers 
tend to separate the outcome of the complaint process 
and the process followed to resolve the complaint, and 
they are often focused more on the procedural fairness 
and the manner in which they are treated by the staff 
of the retailer (Hansen et al., 2010:10). As many as one 
third of retail complaints end with the customer being 
dissatisfied, indicating that organisations still have much 
to learn in the area of complaint resolution (Davidow, 
2014:71).

The antecedents of customer complaints including 
personality types, social economic status and the 
perceived benefits of complaining, need to outweigh 
the time and cost of complaining (Jasper & Waldhart, 
2013:138).  It is clear that customers decide the course 
of action they will take when they are dissatisfied, and 
many organisations have been looking for new methods 
to actively pursue feedback from customers. Technology 
has provided several options in this regard; for example, 
retailers can place an electronic pad or tablet in the 
store for customer to provide feedback. Other examples 
include text messages, telephone calls, retailer websites 
and social media pages where customers are asked for 
feedback. Several independent complaint sites have 
also evolved in South Africa with Hello Peter being the 
predominant site in this category (News24, 2013).

Online complaint behaviour

Online complaint channels allow customers to voice their 
complaints to the public at any time of the day. However, 
many customers may prefer face-to-face complaints as they 
feel that there is a better chance of their complaint being 
resolved (Petzer, Mostert & Fourie 2014:51). This being 
said, the Internet allows customers to complain with more 
ease and as part of an online community where customers 
feel more supported as part of this online community 
(Jasper & Waldhart, 2013:138). Complaint sites and forums 
have also given negative word-of-mouth new levels of reach 
(Hong & Lee, 2005: 91). Research has indicated that online 
shoppers have access to more information, and being 
online already when shopping makes it easier to complain 
and more likely to complain (Chang & Chin, 2011:125). 
However, the Omnichannel phenomena have begun to 
merge the online and off-line experience and customers are 
more connected than before, making online complaining 
more common for both on and off-line shopping (Frazer 
& Stiehler, 2015). South Africa is an emerging market and 
many question the number of South African consumers 
who have Internet access. Therefore it is important to note 
that the Internet penetration in South Africa is currently at 
49% of the population and growing annually (Internet World 
Stats, 2015).

Dealing with complaints

Retailers are often hesitant to actively elicit customers’ 
feedback and often report low levels of customer 
complaints. However, research has shown that unhappy 
customers are likely to spread negative word-of-mouth 
and that the effect of this has been grossly underestimated 
(Hansen et al., 2010:17). A major concern is that only a few 
dissatisfied customers voice their complaint to the retailer, 
and many choose to take other actions such as switching 
to a competitor or complaining to a third party (Petzer 
et al., 2014:39-40). Dissatisfied customers may even 
become “terrorist” customers seeking out opportunities to 
slate and condemn the retailer (Osarenkhoe & Komunda, 
2013:104). 
In a highly competitive food retail market, South African 
retailers need loyalty among their customers and customer 
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satisfaction remains key to keeping customers (Beneke et 
al., 2012:27). The satisfaction and loyalty of customers 
who complain are connected to the manner in which their 
complaint was dealt with by the organisation (Harris & 
Ogbonna, 2010:263). Therefore, the importance of dealing 
with complaints and the complaints handling process has 
been prominent in services and retail literature for many 
decades (Azila-Gbettor, Avorga & Atatsi, 2014:685).  The 
complaint process generally starts with the communication 
of the dissatisfaction, which leads to an interactive 
process which results in a specific outcome or decision 
(Davidow, 2014:70). Customers are often frustrated with 
the retailer’s complaints procedures when frontline staff, 
to whom they complain, do not have the authority to deal 
with the complaint and they are referred to a manager. 
This makes customers feel that their time is being wasted. 
Furthermore, dealing with complaints and the manner 
in which the staff handle the complaint, are important 
as some customers may feel that the staff display 
negative attitudes towards the customers who complain 
(Osarenkhoe & Komunda, 2013:110). Therefore, a good 
complaint management system is described as quick, 
reliable, consistent, accessible and customer centric 
(Hansen et al., 2010:9). Complaints handling should be 
an important part of a retailer’s organisation and positive, 
proactive attitudes should be exhibited by staff towards 
complaints (Azila-Gbettor et al., 2014:685).

METHODOLOGY

Customer complaints posted on Hello Peter, Facebook 
and Twitter concerning the Pick n Pay Group, Cambridge 
Foods, Food Lover’s Market, Woolworths, Checkers, 
Spar, Shoprite, Makro and Game from April 2015 to 
April 2016, were included to form the textual dataset 
that was analysed. These retailers were chosen as they 
represent 50.7% of South Africa’s food retailers in the 
market (Euromonitor International, 2016:9). Facebook, 
Twitter and Hello Peter were reviewed by the researchers 
and deemed to provide the best platforms from which to 
obtain consumer complaints. Facebook and Twitter are 
the two largest social media platforms in South Africa, with 
Facebook having 12 million active users and Twitter 6.6 
million (BusinessTech, 2015; World Wide Worx, 2015), 

whilst Hello Peter is South Africa’s best known online 
platform used to specifically voice consumer reviews 
(both positive and negative) about any South African 
brands (News24, 2013). These three platforms were also 
selected due to the platforms’ abilities to allow consumers 
to express their concerns in writing. The customer profiles 
on the selected platforms are also very diverse, allowing 
for a varied representation of the South African online 
population (World Wide Worx, 2015). The data collection 
resulted in a total of 49 718 words and a total of 81 pages 
of comments.

Data analysis

The large quantity of textual data obtained from the three 
online platforms was analysed with the computer assisted 
software, Leximancer. This software package uses a 
Bayesian machine-learning technique that is appropriate 
to use as a tool when analysing large amounts of word-
based data. Leximancer has the ability to organise data 
in a thematic (conceptually) and semantic (relational) 
ordinance. The software package finds various concepts 
in the body of the text and shows how each concept is 
related, giving the data its semantic meaning. Leximancer 
also generates a thesaurus of words for each concept 
that are all related to that specific concept, giving each 
concept its thematic meaning. (Rooney, 2005:409). The 
final results are presented in the form of a conceptual 
map that indicates the most to least prevailing concepts, 
as well as the relationships between concepts. Concepts 
that appear close to one another or that overlap on the 
conceptual map, indicate that they are closely related 
semantically, whilst concepts with no overlap or that are 
mapped further apart, have less of a semantic relationship 
(Rooney, 2005:410).

Over the past couple of years Leximancer has been 
growing in popularity among acedemics as a tool for 
content analysis (Campbell, Pitt, Parent & Berthon, 
2011:224-238; Mathies & Burford, 2011:636-648; 
Reyneke, 2011).  Bal, Campbell, Payne and Pitt (2010:313-
328) endorse the Leximancer software for its ability to 
organise large quantities of textual data speedily, which 
is of importance when researching topics discussed in 
online media where conversations happen on a daily 
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or even hourly basis. For example, Reyneke (2011) 
effectively used the Leximancer tool in the analysis of 
online discussions surrounding luxury brands in a paper 
published in the Journal of Brand Management, whilst 
Mathies and Burford (2011:636-648) used this software 

package to investigate employees’ customer service 
understanding. These studies demonstrate the capability 
of the Leximancer software tool to assist in the analysis 
of discussions on social media platforms and transcripts 
from interviews.   

RESULTS AND DISCUSSION

The conceptual map generated from the Leximancer analysis appears in Figure 1. Six themes emerged from the analysis 

of the textual data.
 

FIGURE 1: CONCEPTUAL MAP DEPICTING IDENTIFIED COMPLAINT THEMES

Source: Leximancer analysis output
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The themes appear from most to least prominent: Store, 
service, stock, bought, price and SA. The main theme 
store overlaps with the themes price, service and store. 
The overlap suggests a semantic relationship between 
themes, implying that in addition to analysing each theme, 
these overlapping themes should also be interpreted to 
understand the meaning within the overlap. The largest 
overlap in this case is seen between store and price, which 
serves as an indication that these two themes have the 
strongest semantic relationship. 

 ● Store

This theme is the largest and is therefore representative of 
the most prominent consumer concerns. Upon reviewing 
the thesaurus of words contained in the theme as well as 
the actual comments made by consumers, it is evident that 
customer concerns were focused on in-store experiences 
that included frustrations about management and staff 
attitude, having expressed concerns (told and asked), time 
being wasted due to problems, frustrations experienced at 
the tills or with cashier service and money spent and goods 
paid for in the store. Examples of consumer comments 
include statements like: “The available cashiers are so slow 
it took close to 45 minutes for me to leave the store. The 
management needs to do something about this”; “Do you 
not know eggs, bread and milk are shopped together? Your 
eggs are now merchandised with homecare and outdoor on 
the opposite end of the store”; “The prices were incorrect 
and when I told Freddy about this issue, he just went into the 
liquor store to assist other customers”; “We arrived at her till 
and she looked at me as if I had disgusted her (by way 
of pulling her face) and then looked away.”; “In summary, I 
walked out of the store wasting my time, incurring additional 
financial costs due to their incompetence”. These findings 
support literature that the shopping experience influences 
customer overall satisfaction (Khare, 2014:536), similar to 
the results obtained by Beneke et al. (2012), who found 
that personal interaction is a key factor in satisfying the 
supermarket shopper. Customers faced with long ques at 
the till points may abandon their whole shopping basket 
which may include perishables that could result in stock 
losses. Furthermore, goods that are priced incorrectly may 
result in the loss of customers or money when retailers 
honour the prices advertised on shelf. 

A further review of the theme, suggests that customers’ 
biggest forms of frustration included lack of help offered by 
staff members, staff attitudes towards customers, wasting 
time in the stores due to a lack of help by staff members, 
incorrect store signage, confusing merchandising, 
insufficient service recovery when issues are raised (told, 
asked), and poor experiences at till points, including 
unfriendly staff and long waiting periods. This confirms the 
issues around negative staff attitudes that were identified 
in the literature as key to address for effective customer 
complaint management (Osarenkhoe & Komunda, 2013). 
In order to understand the overlap between store and price 
and store and service, a review of the comments within 
these two themes suggests that a large portion of in-store 
frustrations seemed to relate to incorrect pricing of items, 
followed by insufficient service offered by both floor staff and 
management to quickly resolve these issues.  The results 
indicate that a large number of customers experienced 
issues in stores due to items not having prices or having 
incorrect prices, which resulted in their having to request 
the services of management, floor staff or cashiers.  

 ● Service

This is the second largest theme identified within the 
textual data and a review of the words generated from 
the thesaurus indicates comments relating to bad 
service levels, bad experiences with staff, and customers 
not cared for, heard and respected. Examples of the 
comments within this theme include: “In short, they don’t 
care about their customers and are satisfied with providing 
lack-lustre service to customers”; “Can someone from the 
health department visit this outlet anonymously to see the 
disgusting health risks at this particular outlet, how best 
before dates and expiry dates don’t matter simply because 
of the customer base they service.”; “Old ladies with feet 
problems were standing in queues to get meat. Absolutely 
unacceptable. More staff, pleasant staff, streamlined 
processes and preparedness are key to excellent customer 
service.” A further analysis of the theme suggests that  
major concerns experienced by customers included; 
individuals feeling unimportant to retailers due the number 
of customers they serve, sentiments of not being cared 
for by retailers, a lack of proper service processes and 
procedures in place, being unprepared to handle large 
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volumes of customers, and experiencing staff members 
as unpleasant. These results strongly contradict the 
claims of the retailers on their websites and annual reports 
regarding the importance of their customers as some state: 
“Our goal is to provide our customers with unwavering 
quality of the highest standards, complemented by 
excellent and personalised service in a warm and inviting, 
community environment” (Spar, 2016). Pick n Pay states: 
“We put customers at the heart of our business” (Pick n 
Pay 2016). The complaints around service relates to the 
overall shopping experience and the interaction with store 
staff, and retailers need to realise that the front line staff 
creates these experiences and are the key in making the 
customers feel like “Kings and Queens”.  

 ● Stock

Stock as the third largest theme is comprised of comments 
regarding disappointment caused by stock levels in the 
stores, stock-outs and damaged or rotten purchases 
obtained during shopping. Comments included: “Where is 
the stock??? I’d like to express my disappointment with 
regards to your stock shortages on your shelves lately.”;  “I 
got home was so hungry so thought of having something 
light to just munch on as a quick snack - was going to make 
me a sandwich. I opened my French polony and sew it was 
off miffed. Totally disgusted, showed my husband and he 
was totally disgusted. Is this how you people check your 
stock? How the hell can you run a big business but stuff 
is off? How do you check your shelf life or your shelves, 
totally disgusted.” “She spoke to Jerry and he said that I 
can’t have it for 6. I said to Jerry that how can he limit my 
request for stock as he doesn›t have the stock for me to 
purchase.”

The theme’s word content and an analysis of the 
comments suggest that customers are frustrated when 
retailers do not carry adequate levels of stock (e.g. not 
supplying the amount of stock they need) or when stock 
is unavailable. Frustrations were also evident when 
customers purchased stock, only to later discover it is 
rotten or damaged - consumers’ sheer disappointment 
when a desired need cannot be fulfilled due to this was 
further apparent in the comments. The comments also 
suggested customers’ suspecting retailers of deliberately 

selling rotten stock to limit their losses and customers 
questioning the procedures in place to check whether 
stock was fresh and undamaged. This further supports 
the findings in the study by Kühn and Mostert (2015) that 
product assortment and perceived product quality are key 
determinates of retail customers’ cumulative satisfaction.  
Many South African retailers leave stock management 
to suppliers and 3rd parties, perhaps to save costs and 
staff, however retailers may be frustrating their customers 
in the process.  Keeping shrinkage down and effectively 
stocking shelves has benefits both financially and in terms 
of customer experience, therefore retailers should reap 
the benefits in take back control of their stock.

 ● Bought

Comments reviewed from the theme bought indicated an 
excessive number of complaints about rotten products and 
suspicious expiry dates. An overlap is seen between the 
theme bought and stock, implying a semantic relationship, 
which in this case seems logical, because a review of 
the comments indicates a shared subtheme centred on 
the purchasing of rotten or damaged stock. Interestingly, 
this contradicts the finding of Beneke et al.’s (2012) study 
that found that the reliability of the retailer to deliver the 
quality products that has been promised, was not strongly 
connected to customer satisfaction.

More emphasis on customer suspicions pertaining to the 
allocation of expiry dates was evident in their complaints 
about having bought certain stock, the disappointment 
about the amount they had spent at the store, followed 
by some of their purchases being rotten, as well as the 
fact that the majority of these discoveries are only made 
once the customer arrived home. Comments included: “So 
yesterday (9 April 2016) my wife and I felt like making a 
nice eisbein for lunch so we bought 2 eisbeins. I checked 
the expiry date which was 19/04 so naturally I thought 
they were nice and fresh only to find out later that they 
were vrot (rotten)!”; “I bought groceries of R2 000!”; I 
bought R500 worth of products from them”;  “When I got 
home and I was cutting it into slices, preparing to indulge, 
to my surprise I see worms inside!”.  Customers will lose 
trust in the retailer when issues such as the above increase 
and customers find it difficult to trust retailers after bad 
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experiences. Repairing the customer trust take time and 
money as customers are more likely to spread bad word 
of mouth regarding their expiences.

 ● Price

As discussed in the overlap with the dominant theme 
store, the theme price suggested major customer 
frustrations regarding incorrect pricing and staff not 
adequately assisting in correcting these mistakes. 
Although a smaller theme on its own, its large overlap 
with the dominant theme store, suggests its importance 
as a theme contributing to our understanding of major 
customer complaints. Comments included: “Do they not 
have arrows indicating price below or above? The front 
controller refused to give it to me at R49”1; “The cashier 
insisted charging me a per-kilo price of R27”; “She called 
a guy who was close by and said to him: the lady is saying 
that you must check the price for this item at the price 
checking point (with a sarcastic tone)”. The guy responded 
by saying why don’t you show her where the machine is so 
that she can do it herself. It is evident that staff’s attitudes 
and inabilities to respond quickly to price discrepancies 
are a major form of frustration, as well as incorrect price 
displays (especially when specials are running) and the 
fact that cashiers are often uniformed of price changes 
or that electronic systems are not updated with the price 
changes. These customer complaints demonstrate that 
the relationship between the perceived fairness in value 
for their money and that the retailer correctly charged them 
for the items as an antecedent to customer satisfaction. 
Pricing issues are therefore an important complaint driver 
(Jayasankaraprasad & Kumar, 2012). When retailers price 
their product incorrectly it will also erode the trust that the 
customers have in the retailer.

 ● South Africa

The last theme was reviewed and identified as not 
revealing any major consumer complaints and was most 
likely generated by the software due to a large number 
of complaints stating that certain stores are deemed “the 
worst store in the entire South Africa (SA)”. 

1  13.92 ZAR equals on 1USD on 1 August 2016

Confirming the literature that argues that dissatisfied 
customers are likely to take action in the form of damaging 
“word-of-mouth”, telling others about their negative 
experience with the retailer (Hansen et al., 2010).

MANAGEMENT IMPLICATIONS

The research indicates the following management 
implications: Firstly, in-store experiences strongly influence 
the customer’s overall satisfaction in food retail. This 
suggests that retailers need to ensure that the physical 
store and the services provided in-store are of high 
quality and that they remain true to the promises made 
around customers being centric to their organisations.  
Secondly, the frontline staff is the face of the organisation 
and their attitudes, effectiveness and ability to deal with 
complaints still serve as the main source of frustration 
among customers. Showing the importance of training and 
empowering in-store staff to enable them to not only solve 
problems when they arise, but also to delight customers in 
an otherwise mundane experience, is vital.

Thirdly, many of the complaints are around the basics 
of retailing, correct pricing, merchandising of stock and 
customer service. The need for skills in retail industry in-
store level needs to be addressed with skills programmes 
that focus on the core principles of retailing and customer 
service. Furthermore, the outsourcing or using of contract 
in-store personnel that has become a practice in many 
retailers (Beneke et al., 2012), negatively affects the in-
store operations and customer experience. Lastly, the 
food retailers find themselves in a highly competitive 
market. Trying to keep their customers loyal may prove to 
be difficult as the results show that customers are losing 
trust in retailers to provide quality goods and services.

CONCLUSION

The aim of the research was to identify the most prominent 
aspects raised in online consumer complaints, and 
to explore the implications for the food retail sector in 
order to make recommendations for management. The 
South African Food Retail Industry is under pressure 
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from increased competition and a slowing economy, 
making customer satisfaction key to continued success 
for retailers. The retailers all state satisfactory customer 
experiences and value for money as their passion, and 
the results indicate that in the eyes of the customer, the 
retailers are delivering short on these promises. 

All dissatisfied customers do not voice their complaints to 
the retailer and many choose to rather complain to others 
about their bad experiences. These bad experiences 
erodes the trust in retailers and damage their brand image, 
leading to inevitable financial losses. Other studies also 
focus on soliciting feedback from customers using surveys 
or interviews and employing some sort of sampling. The 
method used in this research using online complaints is 
based on actual complaints lodged by customers who felt 
motivated to take action and voice their complaints online. 
Using a qualitative approach rather than a quantitative 
approach allows for more information rich data and a 
better perspective of the context of the issues raised. The 
study makes it clear that retailers need to get the basics 
of retail right, staff and their attitudes have a direct impact 
on the shopping experience, and customers are starting to 
distrust retailers as they do not keep true to their customer 
service promises.  

The limitations to the study is in that  the sample used in 
this study only included South Africans who have access 
to Internet and raised their complaints online and are not 
representative of the opinion of all South Africans. The 
data was also collected from complaints lodged against 
the nine largest food retailers, and not the broader retail 
industry. Future research may be conducted in the broader 
retail sector and over a longer period of time.

The research provides food retailers with the exact areas 
that need to be improved, and the results clearly show that 
the basics of retail are not executed correctly in the South 
African food retail sector. Retailers need to reassess their 
in-store strategies in terms of staffing and training as 
many of the issues raised by customers can be avoided. 
Customers desperately want to trust their favourite food 
retailers and want to believe the promises of customer 
service and centricity made are kept. Retailers need to 
start truly listening to their customers. 
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ABSTRACT

Social media is an essential marketing tool which 
could influence the behaviour of clients in the financial 
services industry. This study investigated the influence 
of the independent variables, (accessibility, purpose of 
use and ease of use influence) have on the dependent 
variable (customer behaviour) in terms of the use of the 
social media tools Facebook and Twitter by financial 
services providers. A quantitative study was used for 
the empirical investigation. A convenience sample of 
150 clients in the financial services industry using social 
media within the Nelson Mandela Metropole was drawn. 

A total of 128 completed structured questionnaires were 
usable. The results showed that the purpose of use of 
Facebook and Twitter, as well as the ease of use of Twitter 
significantly influence customer behaviour. This study’s 
recommendations could assist financial services providers 
on how to use Facebook and Twitter to positively influence 
customer behaviour. This should ultimately lead to a 
more competitive environment in which financial services 
providers operate and this could benefit the South African 
economy.

Keywords: customer behaviour, financial services 
industry, social media
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INTRODUCTION

Social media is altering the way people connect and 
network, and ultimately it influences the way clients do 
business. In addition, social media provides a platform 
for interactivity by assisting firms to have more than just  
a one dimensional dialogue with clients. Online 
interactions with the focus on entertainment has grown 
tremendously world-wide and connectedness to online 
networks is of high importance where the ability to “like”, 
“follow” or “share” is providing the online user (client) with 
power. 

Therefore, firms need to engage in online interaction 
with their clients to create virtual relationships in order 
to maximise the benefit of positive “likes”, “shares” and 
“comments”. (Mitic & Kapoulas 2012:668). Social media 
provide opportunities for firms to build relationships with 
clients (Sashi 2012:253). Many firms lean more towards 
using social media as a marking tool in conjunction with 
the traditional ways of marketing as it is lowering overall 
marketing costs (Kirtis & Karahan 2011:1). Various 
researchers (Assaad & Gómez 2011:13-14 18-19; Clark 
& Melancon 2013:132; Farooq & Jan 2012:627) regard 
the use of social media as a marketing opportunity 
that transcends traditional marketing channels in that 
it allows firms to directly market products/services and 
connect with clients. Accoding to Assaad and Gómez 
(2011:15), social media improves firms’ marketing 
efforts by offering innovative ways to implement basic 
marketing programmes (Assaad & Gómez 2011:15). 
This is especially true in terms of communicating with 
clients and promoting products/services, as Muhammad 
and Abdul (2012:249) as well as Clark and Melancon 
(2013:138) state that social media has become the 
preferred channel for marketing communications.

However, when considering the social media 
environment, customer behaviour is ever changing. 
Heinonen (2014:355) highlights that clients engage in 
a variety of online activities which include accessing 
content posted by clients and firms, participating in 
discussions and sharing knowledge with other clients. 
Clients are increasingly carrying out activities previously 
controlled by firms and therefore the marketing 

landscape is changing. In order to use social media in 
the marketing landscape to the benefit of both clients 
and firms, firms need to understand the changing 
behaviour of clients (Heinonen 2014:355). This is also 
true for financial services providers (FSPs).

Social media may revolutionise the way clients interact 
with their FSPs which may also lead to vital changes 
in personal financial planning and investment practices 
(Ingram 2014:19). Traditionally, financial services were 
provided using face-to-face interaction to develop strong 
personal relationships with clients. However, a new 
development is the nurturing of relationships through 
electronic means (King 2010:365). FSPs now use social 
media not only for marketing but to share information to 
increase awareness of and trust of their brands amongst 
stakeholders (The South African Insurance Industry 
Survey 2014:20). In addition, social media provides 
FSPs with information about clients which helps the firms 
to better understand their clients (The South African 
Insurance Industry Survey 2014:20).

PROBLEM STATEMENT

Informed clients usually communicate with FSPs using 
social media to assist them in making effective financial 
decisions (Mullainathan, Noeth & Schoar 2012:1). 
Therefore it is important for firms to utlise social media 
to their advantage. However, firms in South Africa have 
not utilised the benefits of using social media thus far 
(The South African Insurance Industry Survey 2014:20). 
FSPs could change and monitor customer behaviour by 
using social media tools, such as Facebook and Twitter. 
However, firms in general are apprehensive to adopt 
such an open way to interact with clients as all posts 
(communication) are visible to all clients and potential 
clients. If the social media communication is negative, it 
may have a negative influence on business performance. 
(King 2010:365).

Therefore, the problem to be investigated in this study 
is whether social media tools, specifically Facebook and 
Twitter, can be used to influence customer behaviour 
positively within the financial services industry.
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RESEARCH OBJECTIVES

The primary objective of the study is to investigate how 
FSPs’ Facebook and Twitter pages influence clients’ 
behaviour within the South African financial services 
industry. In order to attain the primary objective, the 
following secondary objectives are formulated:

• To investigate the accessibility, purpose of use and 
ease of use of FSPs’ Facebook pages on customer 
behaviour.

• To investigate the accessibility, purpose of use and 
ease of use of FSPs’ Twitter pages on customer 
behaviour 

By identifying the relationships between the social media 
pages’ accessibility, purpose of use and ease of use 
and clients’ behaviour in the financial services industry 
opportunities will be created to positively influence clients’ 
behaviour in the industry. Therefore, the study aims to 
propose recommendations to FSPs on how to use their 
Facebook and Twitter pages to positively influence clients’ 
behaviour, which may increase profits and improve 
performance as well as ultimately improve the financial 
behaviour of citizens.

LITERATURE REVIEW

Social media in the financial services 
industry

Social media is the platform where individuals and 
communities engage, create, collaborate, and modify 
user produced content using web-based and mobile 
technologies (Parveen, Jaafar & Ainin 2015:68). There are 
various types of social media tools, such as Facebook, 
Twitter, Instagram, LinkedIn, and YouTube. Chaffey 
(2016) reported that there are approximately 2.307 billion 
active social media users globally. In 2014, Facebook and 
Twitter, also the two most popular social media tools in 
South Africa, reached 1.28-billion and 255-million monthly 
active users respectively worldwide (Bennett 2014). 

The buzz created over social media has led to the 
understanding that social media has become the new 
communication landscape (Hanna, Rohm & Crittenden 
2011:2-4; Kietzmann, Hermkens, McCarthy & Silvestre 
2011:1) where the interconnectivity between clients have 
been expanded on the internet (Hajli 2014:389). Users of 
social media find it a cost-effective way to communicate 
with other users, and also find information on social media 
tools that will assist them in their decision-making (Parveen 
et al. 2015:75). Therefore, the use of social media has 
increased amongst many users over a short period of time 
(BBG Communications 2013:1).

The rapid increase in the interest in and use of social media 
has an impact on how firms communicate messages to 
clients (Kietzmann et al. 2011:1). Social media has also 
resulted in communication about firms with or without 
the permission of the firms under discussion. There 
has been an increase in clients adopting active roles in 
providing user-generated content regarding firms (Hanna 
et al. 2011:2-4). Due to these changes, firms have recently 
become aware that social media tools are playing a role 
in the marketing success of firms (Zhong, Salehi, Shah, 
Cobzarenco, Sastry & Cha 2014:1). The same could be 
said about firms operating in the financial services industry. 

The financial services industry are characterised by 
variability, perishability, intangibility and inseparability 
of products and services offered (Yang & Ha 2014:452). 
Therefore, it is not possible for clients to measure the 
products and services on offer until they have received 
the product and service. The inability to measure the 
products and services separately has caused clients to 
be discouraged to measure the quality of the products/
services provided. Consequently, it is important for firms to 
communicate to existing and potential clients the potential 
benefits of purchasing financial products/services. 
According to Mullainathan et al. (2012:1), clients use 
information from friends, family and social media to make 
decisions. Since social media is a way in which people 
can interact online with either friends or followers (Lane 
& Coleman 2012:2), the information gathered can be 
used to research the FSP they consider using. According 
to a study conducted by PwC (Brinckmann & Govender 
2015:90), currently the financial services industry are using 
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technology mainly to quote and/or sell products/services 
to clients (26.6%), to inform and educate clients (26.7%) 
and to interact with clients (41.1%). Specifically in banking, 
studies by Chikandiwa, Contogiannis and Jembere 
(2013:372) and Parveen et al. (2015:75) found that the 
most used social media tools by banks are Facebook and 
Twitter, and it was also found that Facebook and Twitter 
were regarded as the most effective tools to be used by 
bank managers when communication with their clients. 
The findings of a study by Chikandiwa et al. (2013:372) 
also indicated that banks, and therefore also other FSPs in 
South Africa, should use social media tools to engage with 
clients and to share knowledge. 

The financial services industry in South Africa is a dynamic 
industry, but is also essential in keeping the economy 
healthy. The FSPs are exploring new market opportunities 
within the financial services industry as this financial 
services industry is a highly dynamic and competitive 
industry. (Heinonen 2014:450; Pi, Liao & Chen 2012:108) 
However, when exploring new market opportunities, the 
FSPs are faced with challenges implying that new strategies 
should be followed. (Winterboer 2015a:2; 2015b:5-6). In 
addition, banking is becoming more important; however 
banks not so much anymore (Akturan & Tezcen 2012:444; 
Heinonen 2014:450). Furthermore, it was found that the 
chief executive officers (CEOs) of South African FSPs 
recognise the need to be the leader of digital technologies, 
especially mobile technologies. (Winterboer 2015a:2, 
2015b:5-6). As a large percentage of the population in 
Africa is not financially inclusive, this market represents 
a major opportunity to the financial services industry 
(Winterboer 2015a:2). Therefore, social media tools can 
be used to reach this untapped market. The 2008/2009 
global financial services crisis created a negative image 
of the financial services industry as a whole. Studies have 
shown that client perceptions of the financial services 
industry can be positively enhanced using social media 
(Chikandiwa et al. 2013:365). Therefore, it is evident 
that social media tools can be used by FSPs to provide 
information to their clients and potential clients. This could 
possible improve the FSPs’ marketing success and will 
aid them in assisting clients with their financial decision-
making processes. However, a firm’s success of using 
social media is dependent on a number of factors such as 

the social media tools’ accessibility, purpose of use and 
ease of use.

According to Heinrichs, Lim and Lim (2011:347), social 
media usage has increased rapidly as people are 
continually connected to the internet via their mobile 
devices, desktop computers and or laptops. Users are 
able to access their accounts from most parts of the world 
(BBG Communications 2013:2). The study by Parveen 
et al. (2015:73) found that social media assists the users 
to have faster access to information that will assist in 
their decision-making process. King (2010:365) states 
that clients are more likely to trust information found on 
Facebook and Twitter than through traditional media. 
Furthermore, Jin (2013:166) found that clients will use 
social media as information sources if the information they 
are requiring is accessible. Therefore, the accessibility 
of social media refers to the availability of information on 
social media tools.

Social media tools are used for a variety of reasons. 
According to Biswas and Mousumi (2014:97-98), 
Facebook and Twitter are used for content creation, the 
distribution of material, to express opinions, to interact as 
well as for micro-blogging. Parveen et al. (2015:71-72) 
found that social media is used to share information with 
other clients through referrals, to search for information, 
to obtain information pertaining to clients’ customer 
behaviour, to perform customer service activities and to 
receive client feedback. The results of the study by Jin 
(2013:166) showed that if clients regard the information 
found on social media as relevant to their need, they will 
use the information in their decision-making process. 
Therefore, purpose of use refers to the reasons for which 
clients use social media tools.

Ease of use of social media can be defined as the extent 
to which the user found the social media site easy to 
operate as well as the operation of the social media site 
being effortless and friendly (Biswas & Mousumi 2014:97; 
Heinrichs et al. 2011:347). When a social media site is easy 
to use and very little effort is needed to use it from a user’s 
point of view, it may result in many people wanting to use 
the particular site (Heinrichs et al. 2011:347). In addition, 
Akturan and Tezcan (2012:454) found that ease of use is 
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focusing on making tasks relating to financial products/
services easier and quicker. Furthermore, Jin (2013:166) 
highlighted that clients will use social media as a source of 
information if the information is easily available. Therefore, 
ease of use of social media refers to finding information 
easily on social media tools. 

A study by Park, Lee and Han (2007:140-141) found 
that the reviews firms receive on social media influence 
clients to buy the firms’ products/services. Therefore, the 
behaviour of clients can be altered using social media 
tools.

Customer behaviour

Customer behaviour refers to the process in which 
customers search, evaluate and process the information 
linked to a purchase, decide whether the purchase should 
be made and conclude with a post-purchase assessment 
(Horner & Swartbrooke 2016:4). Therefore, customer 
behaviour comprises of three phases, namely the pre-
consumption phase, the consumption phase and the post-
consumption phase (Solomon, Russell-Bennett & Previte 
2013:4). It is important for firms to understand customer 
behaviour patterns for each of the phases as only then will 
firms be able to provide clients with the required products/
services. Many internal and external motivators have an 
influence on customer behaviour and firms can use these 
motivators to change the behaviour of clients into positive 
actions (Horner & Swartbrooke 2016:1-2). One of the 
vehicles that can be used to influence customer behaviour 
is social media (Solomon et al. 2013:15). Therefore, 
firms should use social media tools, such as Facebook 
and Twitter, to change the clients’ feelings, opinions and 
actions towards the firms’ products/services during each 
of customer behaviour’s three phases.

A study by Hajli (2014:399-400) found that if the information 
posted by a firm on its social media tools is of a high quality, 
then clients would regard the information as useful. The 
quality of the information also refers to the accessibility of 
the information as well as its purpose of use. The study of 
Hajli (2014:399-400) therefore found that the influence of 
social media on consumer behaviour is profound. Firms 
can create a trust relationship with clients by using social 

media which may lead to a change in customer behaviour 
from only being interested, to the act of actually purchasing 
products/services.

Numerous aspects, including accessibility, purpose of 
use and ease of use, may have an influence on clients’ 
customer behaviour in the social media arena. However, 
the current study will focus on how FSPs’ Facebook and 
Twitter pages’ accessibility, purpose of use and ease of 
use can influence clients’ customer behaviour in the South 
African financial services industry.

RESEARCH HYPOTHESES

The hypothetical model constructed for this study (see 
Figure 1) suggests that significant positive relationships 
exist between the selected variables. 

Figure 1 depicts the hypotheses that have been prepared 
as follows:

H1.1: There is a significant positive relationship between 
Facebook’s accessibility and customer behaviour in 
the financial services industry.

H1.2: There is a significant positive relationship between 
Facebook’s purpose of use and customer behaviour 
in the financial services industry.

H1.3: There is a significant positive relationship between 
Facebook’s ease of use and customer behaviour in 
the financial services industry.

H2.1: There is a significant positive relationship between 
Twitter’s accessibility and customer behaviour in 
the financial services industry.

H2.2: There is a significant positive relationship between 
Twitter’s purpose of use and customer behaviour in 
the financial services industry.

H2.3: There is a significant positive relationship between 
Twitter’s ease of use and customer behaviour in the 
financial services industry.
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FIGURE 1: HYPOTHESISED MODEL OF SOCIAL MEDIA FACTORS INFLUENCING CUSTOMER BEHAVIOUR WITHIN THE FINANCIAL 

SERVICES INDUSTRY
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RESEARCH METHODOLOGY

The aim of the study was to establish how the Facebook 
and Twitter pages of FSPs, with the focus on the pages’ 
accessibility, purpose of use and ease of use, influence 
clients’ customer behaviour within the financial services 
industry. An in-depth literature review paved the way for 
the theoretical basis of the study, was used to develop the 
hypothetical model and consequently also used to develop 
the measuring instrument for the empirical investigation. 
A positivistic paradigm was adopted allowing the 
researchers to use the quantitative research methodology. 
As the nature of the study entails the testing of hypotheses 
by using a large sample, the quantitative research design 
was deemed appropriate (Struwig & Stead 2013:3-4).

The target population was all clients in the financial 
services industry using social media within the Nelson 

Mandela Metropole, Port Elizabeth, South Africa. As 
no sampling frame was accessible to the researchers, 
convenience and snowball sampling were used (Struwig 
& Stead 2013). Swanson and Holton (2005:129), 
Sprenkle and Piercy (2005:396) as well as Nemati and 
Barko (2004:197) provide ratio observation guidelines to 
identify the required number of respondents for a study. 
Accordingly, as this study has four variables, a minimum 
of five questionnaire items per variable was required. A 
minimum of five respondents per item was also required. 
The multiplication of four variables, with five items per 
variable and five respondents per item, indicated that a 
minimum of 100 respondents was required. 

The ethical considerations of the study included that the 
respondents were assured that their participation was 
voluntary, that they may withdraw from the study at any 
time without a penalty, as well as that their responses will 
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remain confidential and anonymous. Institutional ethics 
clearance was obtained and verbal consent was obtained 
from respondents before their participation.

A self-administered structured questionnaire was used 
as the measuring instrument in this study. The items of 
the questionnaire used to measure the four constructs 
were constructed based on the content from the literature 
review. The items were operasionalised in terms of the 
scope of this study. The communication language was 
English and the questionnaire comprised two sections. The 
27 ordinal scaled items of Section A of the questionnaire 
gathered the perceptions of the respondents pertaining to 
the accessibility, purpose of use and ease of use of FSPs 
Facebook and Twitter pages as well as customer behaviour. 
A five-point Likert-type scale was used ranging from 
‘strongly disagree’ (1) to ‘strongly agree’ (5) (Gadermann, 
Guhn & Zumbo 2012:2). Section B of the questionnaire 
used a nominal scale to gather demographical data of 
the respondents, such as their gender, age, ethnic group, 
total working experience, highest education qualification, 
type of financial services used, how frequently they use 
Facebook and Twitter and the reasons for using Facebook 
and Twitter. A pilot study was conducted to ensure 
the measuring instrument’s content validity (Struwig & 
Stead 2013:146-150). Following the pilot study among 
10 financial services’ clients minor changes were made 
to the questionnaire. In addition, editorial changes were 
made to questionnaire items based on the comments of 
experts in the field of Management. The main empirical 
investigation was performed by collecting primary data 
from a sample of respondents from the population. Paper-
based questionnaires were distributed to clients’ in the 
Nelson Mandela Metropolitan, Eastern Cape.

The data capturing and data cleaning were performed 
in Microsoft Excel. A total of 150 questionnaires were 
distributed of which 128 were usable for analysis (85.33% 

response rate). The computer programme Statistica 12 
was used for the statistical analyses. Firstly, descriptive 
statistics were used to summarise the demographical data 
of the respondents (Struwig & Stead 2013:165). Secondly, 
the validity and reliability of the measuring instrument 
were assessed. An exploratory factor analysis (EFA) was 
performed to measure construct validity. EFA items with 
factor loadings of at least 0.5 were considered as valid 
(Hair, Black, Babin & Anderson 2014:115). Cronbach’s 
alpha correlation coefficients were calculated to measure 
the internal consistency or reliability of the measuring 
instrument, where coefficients greater than 0.7 were 
regarded as providing sufficient proof of reliability (Hair 
et al. 2014:123). Thirdly, the descriptive statistics of the 
variables of the study were summarised. Frequencies, 
means and standard deviations were calculated. Fourthly, 
Pearson’s product moment correlation coefficients 
were calculated to establish whether associations exist 
between the variables (accessibility, purpose of use, 
ease of use and customer behaviour) (Bryman, Bell, 
Hirschsohn, Dos Santos, Du Toit, Masenge, Van Aardt 
& Wagner, 2014:322). The final statistical test performed 
was a multiple regression analysis to confirm the results 
of the association tests and to test the formulated 
hypotheses, as presented in Figure 1 (Zikmund & Babin 
2013:99).

EMPIRICAL RESULTS

Demographic profile

Table 1 summarises the demographic profile of the 
respondents of this study. A total of 128 respondents 
completed questionnaires that could be used. Of the 
128 respondents, 127 completed questionnaire items 
pertaining to Facebook, while 121 completed questionnaire 
items pertaining to Twitter.
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TABLE 1: DEMOGRAPHIC PROFILE OF RESPONDENTS

Demographic 
variable Total Facebook Twitter

Gender
Female
Male
Total

65
63

128

64
63

127

61
60

121
Age in years
<20
20-29
30-39
40-49
50-59
60+
Total

20
59
38
4
4
3

128

19
59
38
4
4
3

127

17
55
38
4
4
3

121
Ethnic group
Asian
Black
Coloured
Indian
White
Not willing to say
Total

10
58
27
7

14
12

128

10
58
26
7

14
12

127

10
55
25
6

14
11

121
Work experience in 
years
1-5
6-10
11-15
15+
Total

85
24
6

13
128

84
24
6

13
127

80
22
6

13
121

Highest qualification
Matric (Grade 12)
Certificate
Undergraduate 
diploma
Undergraduate 
degree
Postgraduate 
diploma
Postgraduate degree
Total

52
8

17
35
7
9

128

51
8

17
35
7
9

127

48
7

17
33
7
9

121

Types of financial 
services used
Banking
Investments
Insurance
Financial planning
Life policy

110
39
33
25
4

109
39
32
25
4

104
36
30
24
4
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Demographic 
variable Total Facebook Twitter

Number of times 
using social media 
per day
Do not use social 
media tool on a daily 
basis
1-2 times per day
3-4 times per day
More than 5 times 
per day
Total

2
47
33
46

128

1
47
33
46

127

7
47
30
37

121

Source: Researchers’ own construct

The respondents were fairly equally distributed between 
females and males. The majority of the respondents were 
black respondents in the age group 20 to 29 holding a 
Grade 12 certificate with work experience of between one 
and five years. Banking is the most used financial service 
amongst the respondents. The respondents also use both 
the social media tools; however, a few respondents do not 
use social media tools on a daily basis.

Validity and reliability

An EFA was used to test the construct validity of the 
measuring instrument. A factor was considered to be 
valid when three or more items with factor loadings of at 
least 0.5 loaded together on the factor. The EFA results 
show that the analysis resulted in four factors, and this 
corresponds with the four factors originally indicated in the 
hypothesised model.

Seven items were developed to measure the factor 
accessibility. Five of these items loaded together, with 
loadings above 0.5, for both Facebook (factor loadings 
between 0.617 and 0.845) and Twitter (factor loadings 
between 0.672 and 0.769). The other two items did 
not load for both Facebook and Twitter and had factor 
loadings below 0.5. These two items were excluded from 
further steps in the data analysis process. The factor 
accessibility explains 47.98% of the variance in the data 
for both Facebook and Twitter. All seven items developed 

to measure the factor purpose of use loaded together. 
The factor loadings ranged between 0.581 and 0.800 for 
Facebook and between 0.6626 and 0.772 for Twitter. The 
factor purpose of use explains 42.83% of the variance 
in the data for Facebook and 49.81% of the variance in 
the data for Twitter. A total of six items were developed to 
measure ease of use. Five of these items loaded together 
for Facebook with factor loadings ranging from 0.641 to 
0.824 and for Twitter with factor loadings of between 0.421 
and 0.824. The one item that did not load significantly for 
both Facebook and Twitter was disregarded from any 
further analyses. The factor ease of use explains 56.61% 
and 57.58% of the variance in the data for Facebook and 
Twitter respectively. 

Seven items were originally developed to measure the 
dependent variable, namely customer behaviour. Six of 
these seven items loaded together onto one factor for both 
Facebook (factor loadings between 0.605 and 0.769) and 
Twitter (factor loadings between 0.604 and 0.742). The 
other item did not obtain a factor loading of at least 0.5 
and was therefore eliminated from any further analysis. 
Customer behaviour explains 45.96% of the variance in 
the data for Facebook and 46.70% of the variance in the 
data for Twitter.

Based on the results from the EFA, the validity of the 
four factors was confirmed and therefore the measuring 
instrument was regarded as valid. As all four constructs in 
the hypothetical model emerged from the EFA as factors, 
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no renaming of factors was necessary. Therefore, the 
initially formulated hypotheses were tested in the multiple 
regression analysis.  

The Cronbach’s alpha coefficients for all the factors for 
both the Facebook and Twitter analyses were greater than 
0.7, therefore sufficient proof of reliability were found. The 
Cronbach’s alpha coefficients for accessibility were 0.757 
and 0.739 for Facebook and Twitter respectively. The 
reliability analysis revealed Cronbach’s alpha coefficients 
of 0.771 (Facebook) and 0.820 (Twitter) for purpose of 

use. In terms of ease of use, the reliability analysis showed 
Cronbach’s alpha coefficients of 0.820 for Facebook 
and 0.835 for Twitter. Thus, as all the Cronbach’s alpha 
coefficients were above the 0.7 cut-off the measuring 
instrument was regarded as reliable.

Descriptive statistics of variables

The descriptive statistics of the variables relating to the 
responses on Facebook are summarised in Table 2.

TABLE 2: DESCRIPTIVE STATISTICS OF THE INDEPENDENT AND DEPENDENT VARIABLES RELATING TO FACEBOOK

Variable Mean Std Dev Disagree Neutral Agree
Accessibility 3.42 0.95 14.84% 33.59% 51.56%
Purpose of use 3.72 0.77 7.03% 23.44% 69.53%
Ease of use 3.74 0.90 11.72% 23.44% 64.84%
Customer behaviour 3.32 0.88 13.82% 35.94% 50.78%

Source: Researchers’ own construct

Ease of use obtained the highest mean score of 3.74, 
with nearly two-thirds of the respondents agreeing 
(64.84%) that Facebook is easy to use in order to find 
information regarding their FSPs. All means ranged from 
3.32 (customer behaviour) to 3.74 (ease of use), which 
shows that respondents were mainly in agreement with 
the questionnaire items. Thus, respondents indicated that 
the Facebook pages of FSPs are ease to use, purposeful 
and easily accessible or easy to find. Respondents also 
seem to increase their buying based on FSPs’ Facebook 
pages. Thus, it seems that based on the content of FSPs 

Facebook pages, respondents increase the use of financial 
products/services from FSPs. Furthermore, the responses 
are closely knitted together as evident from the small 
standard deviations. The standard deviations ranged from 
0.77 for purpose of use to 0.95 for accessibility. These 
standard deviations show that respondents mostly differed 
in their viewpoints on the accessibility of FSPs Facebook 
pages.

The descriptive statistics of the variables relating to the 
responses on Twitter are summarised in Table 3.

TABLE 3:  DESCRIPTIVE STATISTICS OF THE INDEPENDENT AND DEPENDENT VARIABLES RELATING TO TWITTER

Variable Mean Std Dev Disagree Neutral Agree
Accessibility 2.91 1.04 35.94% 29.69% 34.38%
Purpose of use 3.26 0.96 19.53% 35.16% 45.31%
Ease of use 3.41 1.02 17.97% 28.13% 53.91%
Customer behaviour 2.96 0.93 24.22% 44.53% 31.25%

Source: Researchers’ own construct
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It is evident from Table 3 that for Twitter ease of use 
also obtained the highest mean (3.41). Over half of the 
respondents (53.91%) agreed that the Twitter accounts 
of FSPs are easy to use. It is important to note that for 
Twitter the means of both accessibility and customer 
behaviour were below the neutral point of three, being 
2.91 and 2.96 respectively. This shows that respondents 
disagreed that FSPs’ Twitter accounts are easy to access 
and also disagree that they increase their buying of 
financial products/services based on FSPs Twitter pages’ 
content. Mainly the respondents had similar views, as the 
standard deviations are small. However, the respondents 
mostly differed on the accessibility of FSPs’ Twitter pages 
(standard deviation = 1.04).

Relationship analyses

Based on the Pearson’s product moment correlations 
positive correlations exist between all the variables used 
in the study. Therefore, based on respondents’ views, any 
increase/improvement in any one of the variables will have 
a positive influence on any other variable.

For Facebook, the strongest positive correlation exist 
between purpose of use and ease of use (r = 0.609) 
while the weakest positive correlation exist between ease 
of use and customer behaviour (r = 0.453). This shows 
that purposefulness of FSPs Facebook pages and clients’ 
customer behaviour are strongly linked, whereas the ease 
of use of FSP’s Facebook pages and are not necessarily 
linked clients’ customer behaviour. 

When considering the Pearson product moment 
correlations for the analysis of the responses regarding 
Twitter, correlation results are somewhat different. The 
highest correlation is found between accessibility and 
purpose of use (r = 0.668), whereas the smallest correlation 
is found between accessibility and ease of use (r = 0.489). 

The formulated hypotheses were tested by means of 
multiple regression and the results are presented in Table 
4.

Table 4: Influence of the independent variables on 
customer behaviour for both Facebook and Twitter

Facebook Twitter

Dependent variable Customer behaviour
R-square = 0.335

Customer behaviour
R-square = 0.497

Independent variable b (beta) T(124) p-value b (beta) T(124) p-value

Accessibility 0.163 1.892 0.061 0.120 1.554 0.123

Purpose of use 0.400 3.454 0.001 0.316 3.327 0.001

Ease of use 0.145 1.566 0.120 0.315 4.136 0.000

p < 0.05

Source: Researchers’ own construct

Table 4 shows that all relationships between the variables 
are positive. This means that an improvement/increase 
in any of the independent variables would increase the 
customer behaviour of FSPs’ clients positively. However, 
not all of these relationships are statistically significant. It is 
clear from Table 4 that a statistically significant relationship 

exists for Facebook between the variables purpose of use 
and customer behaviour (b = 0.400; p < 0.05). This means 
that purposeful FSP Facebook pages could lead to more 
positive buying by FSP clients. For Twitter, significantly 
positive relationships exist between purpose of use and 
customer behaviour (b = 0.316; p < 0.05) and between 
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ease of use and customer behaviour (b = 0.315; p < 0.05). 
FSPs’ Twitter pages’ ease of use (t = 4.136) has a stronger 
influence on customer behaviour than the pages’ purpose 
of use (t = 3.327). Therefore, to positively affect the 
customer behaviour of FSPs’ clients, the ease of use of 
Twitter pages is more important to clients than the purpose 
of use of these pages. 

Results of hypotheses testing

Based on the multiple regression results, only one of the 
formulated hypotheses for Facebook (H1.2) is accepted (p 
< 0.05), as a significant relationship was found between 
purpose of use and the dependent variable (customer 
behaviour). In addition, as significant positive relationships 
were found between purpose of use as well as ease of 
use and the dependent variable (customer behaviour) for 
Twitter, two of the related hypotheses (H2.2 and H2.3) are 
accepted (p < 0.05). Therefore, hypotheses H1.1, H1.3 and 
H2.1 are rejected (p > 0.05).

MANAGERIAL IMPLICATIONS AND 
CONCLUSIONS

The primary objective of the study is to investigate 
how FSPs’ Facebook and Twitter pages (the pages’ 
accessibility, purpose of use and ease of use) influence 
clients’ customer behaviour within the South African 
financial services industry. The main empirical results 
highlighted that, for Facebook, a significant positive 
relationship exists between purpose of use and customer 
behaviour. For Twitter, significant positive relationships 
exist between purpose of use and customer behaviour 
as well as between ease of use and customer behaviour. 
Therefore, to positively increase the customer behaviour 
of clients FSPs should mainly focus on having purposeful 
Facebok pages, and Twitter accounts that are also 
purposeful as well as easy to use.

Some Facebook and Twitter focus areas can be provided to 
FSPs as practical recommendations to increase customer 
behaviour. Recommendations and suggestions should 
enable FSPs to ensure positive customer behaviour. 

Positive customer behaviour may result in clients buying 
more financial products/services, and it may ultimately 
also help clients to improve their financial positions.

To increase the purpose of use for clients, FSPs’ 
Facebook pages should be developed and managed to 
ensure clients’ awareness of the FSP brand and product/
service information should be clearly communicated. 
Clients should be able to view FSP advertisements, 
comment on financial products/services and other clients’ 
comments about financial products/services should be 
visible to clients. Clients also regard Facebook pages 
more purposeful if it is possible to receive quick feedback 
from FSPs via Facebook pages. Facebook pages should 
therefore have the facilities for clients and potential clients 
to submit information and queries as well as offer short 
financial pointers or guidelines. Regarding the purpose of 
use of FSPs’ Twitter pages, the same recommendations 
are made.

In addition, to improve ease of use, FSPs should ensure 
that Twitter pages are easy to log onto and navigate. 
Twitter pages should also allow clients to interact 
and communicate with FSPs in a cost-effective way. 
Furthermore Twitter pages should allow clients to view 
other clients’ comments as well as promotions offered by 
FSPs. One concern for FSPs should be that another main 
result of the study showed that respondents disagreed 
that FSPs’ Twitter pages are easily accessible. Therefore, 
before FSPs focus on the purpose of use and ease of 
use of their Twitter pages, the firms should first ensure 
that their clients and potential clients can easily find their 
Twitter pages.

Although the focus of this study was to identify how two 
social media tools namely Facebook and Twitter increase 
customer behaviour in the financial services industry, it is 
important to note that FSPs should use these social media 
tools as part of an integrated marketing communication 
effort to reach and influence as many clients and potential 
clients as possible. Social media tools are convenient, 
low-cost and real-time marketing tools. However, other 
marketing tools should also be used to ensure that those 
clients not using social media at all, not frequently or not 
for the purpose of accessing financial information, are also 
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reached. It is recommended that the marketing team of 
FSPs should include an employee dedicated to monitor 
and manage the firms’ social media tools.

Although the study’s measuring instrument was proven 
valid and reliable, and the response rate for this study 
was high, the sample size of the study was limited to 
one geographical area. The limited sample hinders the 
generalisability of the results. Future research on the use of 
social media tools in the financial services industry should 
be expanded to include more geographical areas. It should 
also be noted that only specific social media aspects, as 
related to Facebook and Twitter, were investigated. Other 
variables, outside the scope of this study, could also 
influence customer behaviour in the financial services 
industry. In addition, research on the use of other social 
media tools in the industry could also make a valuable 
contribution to the field of study.

Despite these limitations, this study presented an 
exploratory investigation on how Facebook and Twitter’s 
accessibility, purpose of use and ease of use can influence 
the customer behaviour of FSPs’ clients. The study on 
these two popular social media tools makes a valuable 
contribution to the field as most other studies focus on 
overall relationship marketing in the industry and the ethical 
behaviour as well as professionalism of financial planners. 
The application of this study’s recommendations should 
assist FSPs in improving customer behaviour through the 
improvement of their Facebook and Twitter pages’ purpose 
of use and ease of use. This may ultimately lead to greater 
competitiveness amongst FSPs.
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ABSTRACT 

Lack of marketing is identified as one of the major 
challenges and contributing factors to the high failure rate 
of small family businesses. Therefore the objectives of this 
study were to establish the relationship between traditional 
marketing mix strategies (Product strategies, Price 
strategies, Place strategies and Promotion strategies) and 
Perceived business performance, as well as the influence 
of selected demographic variables on these marketing mix 
strategies in small family businesses.

Data was collected in a survey with a final sample of 
196 respondents using a structured self-administered 

questionnaire. According to the results of the multiple 
regression analysis no statistical significant relationships 
were found between the independent variables and the 
dependant variable.  However, the MANOVA results 
revealed two statistically significant relationships between 
Marketing communication strategies and Target market, as 
well as between Place strategies and Number of employees 
of the small family business.  It is thus recommended that 
small family businesses consider the influence of these 
demographic variables in the selection of their place and 
marketing communication process strategies.

Key words: Marketing, Marketing mix strategies, Small 
businesses and Family businesses.
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INTRODUCTION 

Although the economic and social contributions of South 
African small and medium-sized businesses (SMEs) are 
well recognised (Herrington & Kew, 2013:30), it is often 
less well-known that the majority of SMEs are, in fact, 
family businesses. According to Visser and Chiloane-
Tsoka (2014:427), family businesses account for almost 
65 percent of all SMEs in developing countries. South 
Africa, being a developing country is no different, given 
that 80 percent of all SMEs in South Africa are considered 
family owned. As family business are synonymous with 
SMEs, there is a predisposition to use the two terms 
interchangeably (Hnatek, 2015:342; Visser & Chiloane-
Tsoka, 2014:428; Lancaster, 2012:1; Venter & Farrington, 
2009:135). 

The high failure rate of family and non-family SMEs, is 
often attributed to a lack of capital, inadequate managerial 
and financial expertise, ineffective cash flow management 
and a lack of marketing skills shown by their owners 
(Gordhan, 2011; Terzidis & Samanta, 2011:67; Olawale & 
Garwe, 2010:731; McCartan-Quinn & Carson, 2003:204). 
SME owners, whether family-owned or not, often lack the 
understanding and necessary skills to carry out various 
marketing activities. SMEs have limited financial resources 
available for marketing purposes, resulting in them 
adopting a unique approach to marketing. This approach 
can be described as informal, unstructured, spontaneous, 
simple, and reliant on intuitive ideas and common sense 
(Ahmad & Saber, 2015:3; Ntanos & Ntanos, 2014:154; 
Cronin-Gilmore, 2012:97; Terzidis & Samanta, 2011:67; 
Van Scheers, 2011:5048). 

In addition, family businesses are often associated with 
their own distinctive challenges, given the additional 
influence of family in the business (Hnatek, 2015:344; 
Kaunda & Nkhoma, 2013:157; Lam, 2011:508; Ward, 
2011:3). However, even though family businesses are 
faced with unique marketing challenges and opportunities, 
due to the involvement of the family in the business (Hnatek, 
2015:344; Kaunda & Nkhoma, 2013:157; Lam, 2011:508; 
Terzidis & Samanta, 2011:66; Ward, 2011:3) research 
suggests that family businesses are in an advantageous 
position to leverage family involvement to develop a 

unique family-based brand identity, which can improve 
the longevity of family SMEs (Zellweger, Kellermanns, 
Eddleston & Memili, 2012:240; Sundaramurthy & Kreiner, 
2008:426). Astrachan and Astrachan (2015:5) as well as 
Craig, Dibrell and Davis (2008:351) concur that family 
businesses may benefit from promoting their family 
business status. 

Against this background it is clear that marketing could 
play a vital role in the success of family and non-family 
SMES (Astrachan & Astrachan, 2015:5; Bosch, Tait & 
Venter, 2011:590; Craig et al., 2008:351). Understanding 
marketing and the marketing skills required in the 
environment of a SME determines whether the SME 
will be successful in the long term as it influences their 
overall business success (Cant, 2012:1108; Van Scheers, 
2011:5049; Lamb, Hair, McDaniel, Boshoff & Terblance, 
2008:5). 

PROBLEM INVESTIGATED

Despite the vast information available on marketing and 
marketing mix strategies, limited research is available 
on the marketing practises of family businesses and 
how marketing contribute to the business performance 
and success of family-owned SMEs (Reuber & Fischer, 
2011:193; Casillas, Acedo & Moreno, 2007:42). Van 
Scheers (2011:5048) concurs by emphasising that despite 
the abundance of information about SMEs, little is still 
known about the importance of the marketing function 
in family businesses, especially in South Africa, and the 
effects marketing has on their performance.    

Although literature (Blombäck & Craig, 2014:437; 
Zellweger et al., 2012:239; Craig et al., 2008:352) suggests 
family businesses can leverage their familiness to develop 
a unique business brand, numerous theoretical and 
empirical gaps still exist regarding the marketing practices 
adopted by small family businesses and how it influences 
their financial performance. In order to prevent family 
business failure, the importance of the marketing function 
needs to be understood and executed effectively by family 
business owners. Zellweger et al. (2012:239) as well as 
Craig et al. (2008:352) agree that more in-depth research 
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is required regarding how family business marketing can 
influence their business and financial performance.

RESEARCH OBJECTIVES 

Given the importance and lack of information pertaining 
to the marketing practices in South African family 
businesses, the primary objective of this study is threefold: 
Firstly to establish whether small family businesses 
adopt traditional marketing mix strategies; secondly if so, 
whether these marketing mix strategies influence their 
Perceived business performance; and thirdly whether the 
demographic profile of the small family business play a 
role in the adoption of specific marketing mix strategies.

LITERATURE REVIEW AND HYPOTHESES 
DEVELOPMENT

Marketing in small family businesses

Multiple authors (Pérez-Cabañe, González-Cruz & 
Cruz-Ros, 2012:120-121; Poza, 2010:167) concur that 
SMEs approach the marketing function differently than 
their larger counterparts, due to the various resource 
constraints inherit in SMEs. Even though family SMEs 
are also faced with numerous resource constraints, family 
businesses differ from non-family businesses in crafting 
a marketing strategy as the family shareholder group as 
well as the management team of the family business must 
be considered and integrated into the process (Poza, 
2010:167).

According to Petty, Palich, Hoy and Longenecker 
(2012:451), family businesses develop particular ways 
of carrying out business processes and have certain 
priorities that are unique to their business. The unique 
characteristics that are evident in family businesses are 
used for the basis of their marketing activities (Petty et al., 
2012:451). The unique characteristics that can be used 
for marketing practices include, amongst others,  the 
founders imprint on the family business, the commitment 
of the family members, the commitment through unity and 
the family business name (Petty et al., 2012:451). Bernard 

(2014) concurs by stressing that family businesses 
are unique in characteristics and traits; therefore if the 
business’s major competitors are non-family businesses, 
marketing the family component of the business can assist 
in differentiating the family business (Bernard, 2014).

The family business name is crucial to the marketing 
component of family business as, according to Bernard 
(2014), family businesses often have an advantage as 
the term “family” in the business name has connotations 
of stability, quality and a strong sense of value (Bernard, 
2014). From their founding, family businesses are often 
identified or associated with their family name, therefore 
family brand identification can be considered as rare, 
valuable, imperfectly imitable and a non-substitutable 
resource that encourages competitive advantage (Craig et 
al., 2008:352). A family business brand identity provides 
the business with a potential advantage of highlighting 
their distinctiveness and acts as a strong marketing tool 
(Craig et al., 2008:352). 

Astrachan and Astrachan (2015:11) explain that it is the 
familiness associated with family businesses that make 
this form of business so unique, and leading to them being 
rich in intangible resources. Sundaramurthy and Kreiner 
(2008:426) highlight that family businesses can leverage 
their familiness in their market strategy to differentiate 
the business in a crowded market place by marketing 
and promoting the business as family owned. Family 
businesses that intentionally market the business as 
family owned, sets the foundation for a family-based brand 
identity (Chirico, Ireland & Sirmon, 2011:486; Micelotta 
& Raynard, 2011:200; Memili, Kimberly, Eddleston, 
Kellermanns, Zellweger & Barnett, 2010:239).

Furthermore, the long term orientation rooted within family 
SMEs, often results in family SMEs adopting a customer-
centric market orientation (Hnatek, 2015:343; Pérez-
Cabañero et al., 2012:119). According to Tokarczyk, 
Hansen, Green and Down (2007:20), family businesses 
tend to have a customer-market orientation aimed at 
creating superior value for customers. In addition, the long-
term orientation facilitates family businesses in gaining a 
competitive edge over new market entrants, since family 
businesses have specific market knowledge that has been 
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acquired through a lifetime of exposure to a specific target 
market or industry (Pérez-Cabañero et al., 2012:119; 
Zackary, 2011:234; Tokarczyk et al., 2007:25). 

Traditional marketing mix strategies used by 
SMEs

Before commencing with the discussion on the marketing 
mix strategies that SMEs can utilised, it should be noted 
that the main problem associated with using the marketing 
mix has been finding an optimal mix that gets a superior 
response in the market, creates profits and ultimately 
contributes to the business performance and success 
of the business (Ehmke, Fulton & Lusk, 2015:2; Brink 
& Brendt, 2010:4; Hingston, 2001:12). Furthermore, the 
concept of the 4Ps (product, place, promotion and price) 
have been criticised by a number of authors highlighting 
some shortcomings and dissatisfaction with the marketing 
mix framework (Fakeideas, 2008; Möller, 2006:439; 
Popovic, 2006:260). Despite its deficiencies, limitations 
and simplicity, the traditional 4P framework remains a 
strong staple of the marketing mix as many marketing 
literature still discuss it (Hult, Pride & Ferrell, 2012:42; 
Goi, 2009:1; Kent & Brown, 2006:145) and was seen as 
a first step to investigate the marketing activities of small 
family businesses.  Since the majority of family businesses 
are also SMEs, this section gives a general overview of 
marketing mix strategies used by SMEs as no specific 
study could be found on marketing mix strategies adopted 
by small family SMEs.

Product strategies

According to Bosch et al. (2011:390), the product strategy 
comprises of decisions about the product concept, mix, 
branding, development and lifecycle. Gilmore (2011:140) 
indicate that the development of products by SME owners 
are often highly specialised to meet the unique needs 
of their niche market. Various authors argue that SMEs 
can add dynamism to the market place as they have the 
potential to be leaders in product innovation, technological 
advancement and specialisation in niche markets (Cronin-
Gilmore, 2012:96; Gilmore, 2011:140; Stokes & Wilson, 
2010:112).  Due to the close proximity to their target market, 
product development and changes to existing products 

are based on customers’ needs and preferences, and take 
place after personal interaction between the owner and 
the customers, thereby providing a more personalised 
service (Stokes & Wilson, 2006:4).

Bressler (2012:3-4) suggests that SMEs should employ 
a product differentiation strategy which can be achieved 
through product appearance and providing products and 
service offerings that other larger businesses may not offer 
or not provide effectively. These services could include 
product delivery and installation, repair or warranty work 
and even customer training.  Small businesses obtain a 
competitive edge by offering a narrow, but differentiated 
product range, with an emphasis on high-quality products 
and excellent customer service (Bodlaj & Rojsek, 
2014:104; Gilmore, 2011:139).  In small family businesses 
the emphasis is also often on shaping a corporate brand 
identity that intimately links the business’ products and 
services with the heritage of the family. The products and 
services are portrayed as being continuously enriched 
over time, as cumulative know-how and skills are passed 
from one generation of the family to the next (Burghausen 
& Balmer, 2015:27-33; Micelotta & Raynard, 2011:205).

Price strategies 

Price strategies include all decisions about the 
establishment of the price in monetary or non-monetary 
terms (Van Scheers, 2011:5051; Kotler & Armstrong, 
2010:305). Kotler and Keller (2011:126) indicate that small 
business owners set their own prices of their products 
and services. Due to the small-scale production of small 
businesses, they are often unable to achieve economies of 
scale and are therefore unable to compete on the basis of 
price. As a result, small business owners are force to be 
more flexible in their pricing approach (Gray, Carelsen & 
Venter, 2013:30). Added to this, the adaption of the price 
strategy for small businesses is more multifaceted, due to 
its limited resources. The inability of small business owners 
to accurately forecast demand makes it difficult to price their 
products (McCartan-Quinn & Carson, 2003:205). For this 
reason small business owners often price products based 
on the cost incurred, but are often marred by their inability to 
identify all the different costs incurred (Beesley, 2012). They 
then follow an informal marketing approach and price their 
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products based on the owner’s intuition and experience 
(Bodlaj & Rojsek, 2014:104). Gilmore (2011:140) is of the 
opinion that small business owners are more inclined to 
price products based on value for money, and may charge 
premium prices if offering additional value in terms of 
quality and customer service. However, a common mistake 
small business owners make is under-pricing high-valued 
products (Beesley, 2012; Gilmore, 2011:140). 

Place strategies 

Place strategies include the various distribution activities 
the business must perform to ensure the product 
successfully reaches the target market via the chosen 
marketing channel (Kotler & Armstrong, 2010:19). Small 
businesses are located close to their target market. 
They can adjust their place strategy to suit their unique 
requirements and so increase their market potential 
and opportunity for growth (Bressler, 2012:4; Olawale 
& Garwe, 2010:731). A small business with tangible 
product offerings is inclined to use direct distribution 
channels to be in full operational control but may resort 
to indirect channels if having limited financial resources 
(O’Donnell, 2011:787,796). Small businesses place a 
high importance on prompt and reliability delivery of their 
goods and services (Bodlaj & Rojsek, 2014:104).  Bressler 
(2012:3) stresses that SMEs can compete against larger 
businesses by developing long-term relationships with 
customers, providing exceptional services and creating 
and exploiting economies of scale through forming 
alliances in the distribution channel.  

Furthermore, Chaston and Mangles (2002:195) stress 
the way e-commerce is changing the way in which SMEs 
traditionally utilised distribution channels, while Gilmore 
(2011:141) highlights the opportunities SMEs have where 
the internet allows for online marketing with low entry 
barriers. SMEs are now able to eliminate distribution 
channels by making use of e-commerce and sell directly 
to their customers over the internet (Chaston & Mangles, 
2002:95). SMEs adapt place strategies to suit their limited 
resources by making use of the internet as a replacement 
for traditional distribution methods, allowing for more level 
playing field between SMEs and their larger counterparts 
(Abrahams & Carelsen, 2012:49). 

Promotion strategies 

Promotion strategies include marketing communication 
activities used to inform groups of customers about a 
business’s product offering and the value of products 
in relation to this of rivals’ product offerings (Kotler & 
Armstrong, 2010:65; Lamb, Hair & McDaniel, 2010:47). 
As a result of limited resources, SMEs are more likely 
to rely on personal interaction to improve business 
performance through networking, telecommunications, 
and the internet (Bressler, 2012:4; Gilmore, 2011:141; 
Stokes & Wilson, 2010:375; Walsh & Lipinski, 2009:572). 
Gilmore (2011:142) further stresses the importance of 
SME networking as it is an informal, opportunistic and 
fundamental strategy of doing business by collaborating 
with peers and business contacts. 

The internet also bring various promotional opportunities 
for SMEs as it provides inexpensive strategies, with no 
entry barriers, in that SMEs websites can act as online 
catalogues, as well as facilitating communication with 
customers (Stokes & Wilson, 2006:376; Chaston & 
Mangles, 2002:162). Abrahams and Carelsen (2012:53) 
assert that SMEs are also in a better position than their 
larger counterparts to use mobile marketing for customer 
engagement. As SMEs have a smaller customer base 
compared to larger companies, they are able to more 
actively engage with them and easily see how their 
customers respond to mobile campaigns (Abrahams & 
Carelsen, 2012:53; Probert, 2011:12). With the growing 
reliance on smartphones, enormous opportunities 
emerge for SMEs to engage with customers as 
applications allows customers to store tickers, loyalty 
cards, coupons and passes in one place. Based on this 
information SMEs can segment customers on preferences 
and present more customised offers. Hence, mobile 
marketing enables SMEs to differentiate their offerings 
while engaging customers to become ambassadors for 
their brands (Litster, 2016:1).  As a result, SMEs are 
also making more use of social media due to its low 
cost, ease of use, time-efficiency and the fact that their 
customers partake in social media. Social media fits in 
with the interactive, personal marketing practises typical 
of SMEs, as social media allows SMEs to interact and 
engage with their clients. More and more SMEs are 
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adapting to this strategy as an effective means to market 
their business (Abrahams & Carelsen, 2012:53; Channel 
Insider, 2011:1). 

Since public relations are a strategy that is not directly paid 
for, SMEs tend to focus on creating a favourable business 
image though word-of-mouth communication. Reijonen 
(2010:282) and Chaston and Mangles (2002:153) assert 
that word-of-mouth communications is seen as one of the 
most influential ways of promotion for SMEs, as it fits in well 
with their limited resources and supports a slow build-up, in 
that it does not bring so many customers at once. SMEs can 
also differentiate their promotional strategies from that of 
larger businesses by offering more promotional programs, 
or promotions more visible to potential customers. Many 
sales promotions by SMEs however go unnoticed to their 
target market either through poor timing, poor promotional 
choices or not linking the promotion to other marketing 
activities. Integrated marketing links with public relations, 
advertising, direct marketing and other marketing activities 
in a coordinated fashion. SMEs can also coordinate their 
business promotions with local events which might include 
festive seasons or other holiday events (Hatten, 2016:364-
372; Bressler, 2012:5). 

Presas, Munos and Gula (2010:274) highlight that family 
businesses can make use of three family-based branding 
strategies, namely: building on the history and heritage of 
the family business; finding a balance between tradition and 
innovation; and demonstrating responsibility and promoting 
business values. Micelotta and Raynard (2011:199) indicate 
that family businesses which promote their heritage and 
values, are able to induce an emotional response from 
customers, providing customers with a sense of familiarity, 
trust and affiliation, since the term family, in family business, 
is well-known for implying something positive. Thus, family 
businesses are able to influence customers’ purchasing 
decisions by encouraging customers to base their 
purchasing decisions on the values that they associate with 
family businesses (Blombäck & Craig, 2014:428; Micelotta 
& Raynard, 2011:200; Craig et al., 2008:351). 

Based on the preceding literature review on the four 
traditional marketing mix strategies, four null hypotheses 
were formulated:

Ho
1: There is no relationship between Product strategies 

and Perceived business performance of small family 
businesses.

Ho
2: There is no relationship between Price strategies 

and the Perceived business performance of small 
family businesses.

Ho
3: There is no relationship between Place strategies 

and the Perceived business performance of small 
family businesses.

Ho
4: There is no relationship between Promotion 

strategies and the Perceived business performance 
of small family businesses.

THE INFLUENCE OF DEMOGRAPHIC 
VARIABLES ON MARKETING MIX 
STRATEGIES 

As emphasised by Sessoms (2016), small business 
owners need demographics to identify their ideal 
consumer for their product or services and develop 
marketing strategies such as product packaging 
advertisements, business location and pricing. Lindsay 
(2014) provides several examples of how demographic 
variables such as age, income, size of family, gender, 
consumer occupation, family life cycle, religion, and 
ethnic background can influence a marketing strategy. 
It was further indicated that marketers must design 
marketing strategies to maximise sales by considering 
amongst others, how the female- and male market differ in 
terms of desires, wants, interests and needs. In addition, 
Pungnirund (2013:2374) found that the purchasing 
behaviour of different age groups vary based on price-, 
place- and product strategies. In a tourism study by Lin, 
Li and You (2012:4800) gender and age differences were 
noted in how consumers perceive pricing strategies 
as well as how marital status differences influence the 
perception of promotion strategies. These authors stress 
the importance of market segmentation to accommodate 
demographic target market differences (Lin et al., 
2012:4802).   
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A study by Saif, Hameed, Tapal and Firdous (2014:72:73) 
found that women are more likely to use coupon 
discounts, while males are more likely to respond to 
rebates in sales promotion offers.  It was further indicated 
that most social network users are between 18 and 29 
years of age. Kalyanam and Putler (1997:179,180) found 
that there are substantial differences across retail trading 
areas in response to different retail promotions and that 
these differences could be attributed to the underlying 
demographic characteristics of each retail trading area. 

It was suggested to customise promotional programmes 
for different retail trading areas and apply micromarketing 
strategies. However, Kwon and Kwon (2007:288) warned 
that in spite of much research on demographics and 
promotion proneness, little has been done to address the 
often contradictory findings.

In this study the following 51 hypotheses have been 
developed to test the influence of the 17 selected 
demographic variables (gender, ethnic affiliation, age, 
home language, highest education level, management 
qualifications, total years working experience, total 
years management working experience in business, 
position in business, years employed as a manager, 
form of ownership, business activity, business sector, 
years business is in existence, number of employees 
including the owner, trading area, target market) on 
the three valid and reliable traditional marketing mix 
strategies, namely Place, Marketing communication 
process and Sales promotion strategies (see discussion 
Section 7.2):

Ho
2.1-2.17: The demographics of the target market do 

not influence the Place strategies employed 
by small family businesses.

Ho2.18-2.34:  The demographics of the target market do 
not influence the Marketing communication 
process strategies employed by small family 
businesses.

Ho2.35-2.51: The demographics of the target market do 
not influence the Sales promotion strategies 
employed by small family businesses.

It must be noted that only the statistically significant 
Multiple Analysis of Variance (MANOVA) relationships will 
be reported due to the considerable number of hypotheses 
tested.

RESEARCH DESIGN AND METHODOLOGY

Empirical data was collected by means of a survey 
using a structured, self-administered questionnaire 
since it is cost and time effective and limit interviewer- 
and researcher bias (Cooper & Schindler, 2014:225). 
Convenience sampling was employed as there are 
currently no databases of all small family businesses in the 
Eastern Cape. Fieldworkers from the NMMU distributed 
the questionnaires to small family business owners. The 
structured self-administered questionnaire consisted of 
three sections. Section A canvassed biographical data of 
the small family business owners and their businesses 
using nominal- and ordinal scales. Section B requested 
information regarding the perceived small family business 
performance using a five point Likert scale varying from 
strongly disagree (1) to strongly agree (5). Section C 
solicited information on the marketing strategies utilised 
using a five point Likert scale varying from strongly 
disagree (1) to strongly agree (5).

Cohen, Manion and Morrison (2007:81) indicate that 
operationalisation is needed in order to conduct good 
research. Operational definitions of the dependent and 
independent variables are indicated in Table 1.  After 
elimination of incomplete questionnaires and data cleaning, 
the statistical programme STATISCA was employed to 
analyse the captured data. However, before the statistical 
analysis of the data commenced, the validity and reliability 
of the data were assessed. Construct validity was used to 
assess the validity of the measuring instrument. Construct 
validity indicates how well the test measures the theoretical 
construct it was intended to measure (Cooper & Schindler, 
2014:57). 

An Exploratory Factor Analysis (EFA) was used to assess 
the construct validity of the research instrument to 
reduce the number of variables, establishes fundamental 
dimensions between measured variables, supressed 
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constructs as suggested by Williams, Onsman and Brown 
(2012:2). As advised by Osborne (2008:89) three or more 
items are required to load onto the given construct to be 

considered valid. Factor loadings of 0.5 were deemed 
significant and items with cross-loadings were deleted in 
the factor matrix. 

TABLE 1: OPERATIONALISATION OF THE DEPENDENT AND INDEPENDENT VARIABLES

Independent variables Number 
of items Sources

Product strategies refers to the product/service tasks 
performed by providing up-to-date, high-quality and 
need-satisfying benefits to the target market with a 
basic product and added value which portray their 
brand and distinguish them from competitors. 

8

Bodlaj & Rojsek (2014); Gray et al. (2013); 
Gilmore (2011); Kotler & Armstrong (2010); 
Walsh & Lipinski (2009); Stokes & Wilson 
(2006); Ehmke (2005).

Price strategies refers to setting prices for products/
services based on a combination of total cost, 
customer demand, competitors’ pricing, in relation 
to or higher than the expected value of customers 
and to remain in businesses.

8
Bodlaj & Rojsek (2014); Gray et al. (2013); 
Beesley (2012); Bressler (2012); Gilmore (2011); 
Kotler & Keller (2011); Ehmke (2005).

Place strategies refers to setting distribution 
objectives, selecting direct distribution channels 
that is cost effective, fit the image and reputation 
of the business and reviewing them to replace if 
necessary to ensure continuous product/ service 
availability.

7 Gray et al. (2013); Kotler & Keller (2011); 
O’Donnell (2011); Ehmke (2005).

Promotion strategies refers to the marketing 
communication strategy developed to reach the 
target market via various communication platforms 
such as SMS’s, E-mails, and social media with a 
well-designed media message which is evaluated 
over time to attract the attention of potential and 
existing customers with advertising and various 
sales promotion tools such as competitions, free 
samples, direct-marketing and specials.

17
Gray et al. (2013); Cox (2012); Kotler & Keller 
(2011); Kotler & Armstrong (2010); Lamb et al. 
(2010); Ehmke (2005).

Perceived business performance refers to small 
businesses experiencing growth in profit, sales, 
and number of employees over the last two years, 
as well as having loyal customers who make regular 
purchases and recommend the business to others.

5 Gray et al. (2013); Farrington (2009).
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Reliability of the measuring instrument was tested using 
Cronbach alpha coefficients. Cooper and Schindler 
(2014:260) indicate that Cronbach alpha is a coefficient of 
internal consistency, which measures the extent to which 
the items of instruments are the same and a coefficient of 
more 0.7 can be regarded as suggesting good reliability. 

Data was analysed by means of descriptive statistics by 
calculating the means and standard deviations. In addition 
inferential statistical techniques were utilised. Pearson’s 
product moment correlation coefficient was calculated 
to determine the strength of the correlations between 
variables. Multiple regression analysis was used to test 
the null hypotheses Ho

1 to H
o

4 to determine if relationships 
were present between the marketing mix strategies used 
by small family businesses and perceived business 
performance. As previously mentioned MANOVAs were 
calculated to identify whether demographic variables 
can affect the small business marketing mix strategies 
used. Values represented by a large F ratio (f-value) 
with a probability (p-value) of less than 0.05 constituted 
statistical significance according to Cooper and Schindler 
(2014:239). Post-hoc Scheffè tests were completed to 
identify where the significant mean differences occurred 
(Laerd, 2013:4) for those significant relationships, followed 
by calculating Cohen’s D-values to assess if the means 
score had practical significance (Walker, 2008:1). Cohen’s 
d-values of 0.2 ˂ d < 0.5 were considered as a small effect 
size; 0.5 ˂ d < 0.8 an average effect size and d > 0.8 a 
large effect size (Walker, 2008:1). 

EMPIRICAL RESULTS 

Demographic profile of respondents 

Of the 196 small family business respondents that 
participated in this study, most of the respondents (66%) 
were male, with 33% of respondents being female. It was 
also evident that the majority of the respondents were 
between 46 and 55 years old (34%), while 7% were younger 
than 25 years old and 4% were older than 65 years. The 
results also indicated that most of the respondents (64%) 
were White while only 7% were Coloured, 16% Black and 
11% of respondents were Asian. The results revealed that 

the most of the respondents (71%) home language spoken 
was English while only a few (19%) spoke Afrikaans and 
only 9% being Xhosa speaking. It was also found that 
more than half of the respondents (60%) did not have any 
management qualifications; however the minority of the 
respondents (27%) did obtain a National Diploma, while 
23% of respondents obtained a Bachelors Degree and 
10% obtained a Postgraduate Degree.

The demographic information relating to family businesses 
indicates that the majority of the respondents (80%) 
surveyed were the owners of the small family business. 
The results also indicated that less than half of respondents 
(40%) businesses have been in existence for more than 
16 years. Most of the respondents (44%) indicated that the 
business employs between six and 20 employees, while 
39% of respondents suggested employing between one 
and five employees. More than half of the respondents’ 
(53%) target market included both the general public as 
well as business customers.   

Results of the validity and reliability 
analyses

The dependent variable, Perceived business performance 
loaded as intended. As a result of the factor analysis, 
the items were regrouped and the extracted factors 
required renaming. A total of three usable independent 
variables (Place strategies, Sales promotion strategies 
and Marketing communication process strategies) were 
extracted from the EFA. The fourth variable was not 
considered for further statistical analysis since only two 
items loaded on it.  

When assessing the validity of the independent variable 
Place strategies, a total number of five items loaded 
together. For the purpose of this study, Place strategies 
refer to distribution methods employed by family business 
owners such as setting distribution objectives for timely 
customer delivery and cost effectiveness, as well as 
selecting channels to fit in with business image and to 
ensure product availability to consumers.

Seventeen items were developed for the scale originally 
set out to measure the independent variable of Promotion 
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strategies. As a result of the exploratory factor analysis 
however, two factors emerged and were renamed as 
Sales promotion strategies and Marketing communication 
process strategies. As a result of the newly emerged factor 
Sales promotion strategies, the operationalisation was 
reformulated and refers to promotional strategies employed 
by family business owners such as giving customers 
free samples of their product from time to time, hosting 
competitions in order to make customers more aware of 
their products/service and employing SMS marketing to 
lure customers to their shop.  Marketing communication 
process strategies of small family businesses were re-
operationalised to refer to the process of developing 
objectives to identify target audiences and designing a 
message that can be communicated to then using different 
forms of promotions and advertising to inform current and 
potential customers about their products and services. 

The renamed independent variables resulted in the 
following reformulated null hypotheses:

Ho
1: There is no relationship between Place strategies 

and Perceived business performance of small 
family businesses.

Ho
2: There is no relationship between Marketing 

communication process strategies and Perceived 
business performance of small family businesses.

Ho
3: There is no relationship between Sales promotion 

strategies and Perceived business performance 
of small family businesses.

Table 2 depicts the results of the validity and reliability of 
the usable factors extracted from the EFA.  

TABLE 2: VALIDITY AND RELIABILITY OF THE USABLE FACTORS

Retained 
items Factors Min factor 

loading
Max factor 

loading
% of 

variance
Cronbach 

alphas

5 Perceived business performance 0.575 0.841 36.02 0.801

9 Place strategies 0.630 0.762 44.33 0.793

4 Marketing communication process 
strategies 0.566 0.805 46.43 0.877

7 Sales promotion strategies 0.432 0.697 43.95 0.697

As can be seen in Table 2, the factor loadings reported for 
the valid factors ranged from 0.697 to 0.841. Furthermore, 
all Cronbach alpha coefficients exceeded or are close 
to the cut-off point of 0.70, thereby providing sufficient 
evidence of reliability for the scales.

Descriptive statistics 

The dependent variable Perceived business performance 
returned a mean score of 3.861 and a standard deviation 
of 0.677.  This indicates that the majority of respondents 

often attribute Perceived business performance to whether 
the business has experienced growth in employees and 
profits in the past two years, has loyal customers and has 
been recommended by customers to others. 

The independent variable Place strategies returned a 
mean score of 2.34 and a standard deviation of 0.998. This 
indicates that the majority of respondents tend to seldom use 
distribution methods such as setting distribution objectives 
for timely customer delivery and cost effectiveness, as well 
as selecting channels to fit in with business image and 
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to ensure product availability to consumers.  Marketing 
communication process strategies reported a mean score 
of 3.653 and a standard deviation of 0.852. This indicates 
that the majority of respondents often appear on average 
to attribute Marketing communication process strategies to 
developing marketing communication objectives to reach 
customers, identifying the target audience to communicate 
the message, designing a message that can be effectively 
communicated with the target audience as well as using 
different forms of promotion such as advertising and social 
media to attract and inform both present and potential 
customers and evaluates the effectiveness of marketing 
communication on the target audience. Sales promotion 
strategies reported a mean score of 4.054 and a standard 
deviation of 0.808. This indicates that the majority of 
respondents often, on average tend to attribute Sales 
promotion strategies to promotional strategies employed 
by family business owners such as giving customers 
free samples of their product from time to time, hosting 
competitions in order to make customers more aware of 
their products/service and employing SMS marketing to 
lure customers to their shop. 

Pearson’s product moment correlations 

A weak correlation is reported between Perceived business 
performance and the following factors, namely Marketing 
communication process strategies (r = 0.130) and Sales 
promotion strategies (r = 0.163). This indicates that 

Marketing communication process strategies and Sales 
promotion strategies have little influence on Perceived 
business performance. A slight negative correlation exists 
between Perceived business performance and Place 
strategies (-0.018) and therefore Perceived business 
performance is negatively influenced by Place strategies. 
  
A moderate correlation is reported between Marketing 
communication process strategies and the following 
factors, namely Sales promotion strategies (r = 0.333) 
and Place strategies (r = 0.395). This indicates that Sales 
promotion strategies and Place strategies have to some 
extent an influence on Marketing communication process 
strategies. The factor Sales promotion strategies reported 
a weak correlation with Place strategies (r = 0.142) 
indicating that Place strategies has little influence on Sales 
promotion strategies. 

Multiple regression analysis 

A multiple regression analysis was performed in order 
to determine the influence the independent variables, 
namely Marketing communication process strategies, 
Sales promotion strategies and Place strategies, have on 
the dependent variable Perceived business performance. 
Table 3 shows the results of the regression analysis and 
testing of significant relationships between the marketing 
mix strategies and Perceived business performance.

TABLE 3: MULTIPLE REGRESSION ANALYSIS AND TESTING OF SIGNIFICANT RELATIONSHIPS

Dependent variable: Perceived business performance                           R-Square = 0.0390

Independent variables Beta T-value Sig. (p) Hypotheses Outcomes

Place strategies -0.057 -1.083 0.280 Ho
1 Accepted

Marketing communication process strategies 0.094 1.460 0.146 Ho
2 Accepted

Sales promotion strategies 0.114 1.802 0.073 Ho
3 Accepted

p <0.05
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According to the results of the multiple regression 
analysis no statistical significant relationships were found 
between the independent variables and the dependant 
variable as can be seen in Table 3.  Based on the results 
in Table 3, the null hypotheses Ho

1, H
o

2 and Ho
3 are thus 

accepted indicating there are no relationships between 
the independent variables Place strategies, Marketing 
communication process strategies and Sales promotion 
strategies and the dependent variable Perceived 
business performance. This implies that small family 
business owners/managers do not seem to regard 
traditional marketing mix strategies of Place, Marketing 
communication process and Sales promotion as influential 
on their Perceived business performance. It therefore 
seems that small family businesses adopt their own unique 
marketing mix strategies.  However, the results of this 
study are in contrast with Kotler and Armstrong (2010:399) 
that indicate that distribution plays an important role in 
business performance, since products and services should 
be in close vicinity of customers to ensure purchases. In 
addition, Lamb et al. (2010:471) indicate that businesses 

are unable to survive without engaging in the marketing 
communication process to effectively promote and inform 
current and potential customers about their goods and 
services.

Multiple Analysis of Variances 

A total of 51 MANOVAs were performed on the three 
independent variables and 17 selected demographic 
variables.  A total of six statistically significant relationships 
were found between the three independent variables and 
five of the demographic variables.  Although two statistically 
significant relationships exist between the dependent 
variable, Sales promotion strategies and demographic 
variables Business activity (0.033; p < 0.05) and Location of 
business premises (0.033; p < 0.05), the post-hoc Scheffé 
tests reveal the relationships were not powerful enough 
to detect group differences.  Table 4 presents the findings 
of the statistically significant relationships found from the 
MANOVAs calculated for the demographic variables and 
Place strategies.  

TABLE 4:  RELATIONSHIPS BETWEEN DEMOGRAPHIC VARIABLES AND PLACE STRATEGIES  

Independent demographic variables
Dependent variable: Place strategies Post-hoc Scheffé 

differencesF-value P-value
Number of employees (size of business) 4.35 0.014* 21-50 (ẋ=4.36)>1-5 (ẋ=3.88)
Location of business premises 2.06 0.042* Not powerful enough

* p <0.05

From Table 4 it is evident that two statistically significant 
relationships exist between the dependent variable, Place 
strategies and independent (demographic) variables 
Number of employees (0.014; p < 0.05) and Location of 
business premise (0.042; p < 0.05). However, the post-
hoc Scheffé tests reveal the relationship between Place 
strategies and independent variable Location of business 
premise (0.042; p < 0.05) is not powerful enough to 
detect group differences. One significant group difference 
was identified for the statistically significant relationship 
between Place strategies and Number of employees of 

the small family business.  As shown in Table 4, the larger 
the staff compliment of small family businesses, the more 
likely it will be that they will pay attention to Place strategies. 
The Cohen’s d-value was 0.68 which presents an average 
practical significance. Therefore, it seems that small family 
businesses with a larger staff compliment can distribute 
products in a more cost-effective way to consumers and 
choose distribution channels that fit in with their family 
business image and reputation and can provide them 
with timely product delivery to ensure continuous product 
availability to customers.
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Table 5 presents the findings of the statistically significant 
relationships found from the MANOVAs calculated for the 
demographic variables and Marketing communication 
process strategies.  From Table 5 it is evident that two 
statistically significant relationships exist between the 
dependent variable, Marketing communication process 
strategies and independent (demographic) variables 
Management qualifications (0.015; p < 0.05) and 
Target market (0.021; p < 0.05). However, the post-hoc 
Scheffé tests reveal the relationship between Marketing 
communication process strategies and Management 

qualifications (0.015; p < 0.05) is not powerful enough to 
detect group differences. One significant group difference 
was identified for the statistically significant relationship 
between Marketing communication strategies and Target 
market of the small family business.  As shown in Table 5, 
small family businesses that have a broad target market 
(both the public and businesses) are more likely to engage 
in marketing communication process strategies than small 
family businesses with just the public as target market.  
The Cohen’s d-value was 0.70 which presents an average 
practical significance.

TABLE 5: RELATIONSHIPS BETWEEN DEMOGRAPHIC VARIABLES AND MARKETING COMMUNICATION PROCESS STRATEGIES  

Independent demographic variables
Dependent variable: Marketing 

communication process strategies Post-hoc Scheffé differences
F-value P-value

Management qualifications 2.90 0.015* Not powerful enough

Target market 3.91 0.021* Public and business (ẋ=3.29) > 
Public (ẋ=2.76)

  * p <0.05

Therefore, it seems that small family businesses with a 
dual target market (public and business) will more often 
engage in marketing communication process strategies 
than those with a narrow (just public) target market.  It 
can be assumed that most small family businesses start 
by only selling to the general public.  However, as the 
business grows they find a balance between tradition and 
innovation to remain competitive in the marketplace and 
would then consider also selling to businesses.  Presas et 
al. (2010:274) indicate that some family businesses use 
a branding strategy based on tradition and innovation.  
Venturing into the business market could be regarded as 
an innovative marketing strategy.  As indicated by several 
authors (Pérez-Cabañero et al., 2012:119; Zackary, 
2011:234; Tokarczyk et al., 2007:25) family businesses 
have specific market knowledge which could give them a 
competitive edge in the market place. 

DISCUSSION AND MANAGERIAL 
IMPLICATIONS

Some traditional Place-, Marketing communication 
process- and Sales promotion strategies were regarded 
as important by small family businesses. However, based 
on the results of the multiple regression analysis no 
statistically significant relationships was found between 
the independent variables and the dependent variable 
Perceived business performance. This implies that 
small family business owners/managers did not view 
the traditional Place, Marketing communication process 
and Sales promotion strategies as important to improve 
Perceived business performance. 

Significant results of the MANOVAs, post-hoc Scheffe 
tests and Cohen D tests however revealed some 
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interesting findings that are of practical importance to small 
family business owners/managers.  The larger the staff 
compliment of small family businesses, the more likely 
it will be that they will pay attention to Place strategies. 
Therefore, it seems that small family businesses with a 
larger staff compliment can distribute products in a more 
cost-effective and timely way to consumers, as well as 
choose distribution channels that fit in with their business 
image and reputation. As mentioned by Braidford, 
Houston, Allinson and Stone (2014:1), very small family 
businesses are at a disadvantage for employing staff as 
they often just use family members as employees.  It was 
further indicated that second generation family businesses 
most likely will be more growth orientated and open to 
employing non-family managers  a small family business 
with both family- and non-family employees, staff can be 
utilised in their area of expertise and specialise in what 
they are good at, thereby ensuring that the small family 
business has a good image and reputation for excellent 
customer service.  It is important that family owners recruit 
carefully, so that the employees fit in with the family team 
and ethos of the business (Miller & Le Breton-Miller, 
2005:99).  

In addition, based on the MANOVA results, a statistically 
significant relationship exist between Marketing 
communication strategies and Target market of the small 
family business. Small family businesses that have both 
the public and businesses as a target market are more 
likely to engage in Marketing communication process 
strategies than small family businesses with just the public 
as target market. Therefore, it seems that small family 
businesses with a dual target market (public and business) 
will more often engage in marketing communication 
process strategies than those with a narrow (just public) 
target market. When small family businesses have a dual 
target market they have to set marketing communication 
objectives and sales targets for each distinct target market 
and go through the process of choosing the most cost 
effective media and developing the most appropriate 
message to increase turnover for each target market.  
The media chosen and message designed for business 
markets are different from those for the general consuming 
public. As advised by Chapman (2016), if targeting the 
business market a small business can utilise online and 

web-related marketing, while if a small business targeting 
the general consumable public, it would be more effective 
to use an advertisement in a local community newspaper. 
It was further indicated that a well-targeted message is 
needed or else the target audience will not be motivated 
to read or act on the advertisement. All this advice can be 
applicable to small family businesses too.

As there are no statistically significant relationships between 
any of the demographic variables and the Sales promotion 
strategies variable, it seems that small family businesses 
regardless of the business- or personal demographics 
does not regard non-traditional marketing communication 
techniques such as social media as important. Small family 
business owners and managers could however make use 
of social media to attract more customers.  In other words, 
having a website with a link to their Facebook and Twitter 
pages, can provide them with feedback on their business 
performance or marketing communication. The website 
traffic statistics can show them how aware customers are 
of the small family business, they type of customer (public 
or businesses), whether there is an increase in visitors 
and which pages they accessed. 

The small family business owners and managers should 
take into consideration the different place and marketing 
communication process strategies to apply when targeting 
dual markets and having a staff complement of not just 
family members.  More competent non-family employees 
that are knowledgeable of new distribution channels 
such as online shopping can assist in putting in place the 
systems required for it.  This can increase the number of 
customers and make it possible to increase their target 
market to also include the business market.

LIMITATIONS AND FUTURE RESEARCH 

This study had certain limitations regardless of the 
contributions made. It is imperative that when interpreting 
the results of the study that the limitations are taken into 
account. Although convenience sampling is considered 
an ideal method, it opens limitations to this study as the 
results cannot be generalised to the wider population of 
the sample, nor can the variability and bias be controlled.  
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It thus limits the generalisability of the results to the 
owners of family businesses in the Eastern Cape only. 
It is suggested that future research facilitate for the use 
of probability sampling methods in order to get results 
that can be related to a wider population, or widen their 
approach to other regions and make comparisons.  

The sample was approached in this study with a survey, 
from which the data was captured and interpreted. In order 
to address these issues in future research, the researcher 
can opt to make use of a variety of alternative methods. 
Future research can make use of personal interviews, 
however, they are considered expensive and require a 
lot of time thus are not considered a desirable method for 
large research studies.

This study also only focused on the owners of small family 
business in the Eastern Cape with less than 50 employees. 
Using the same measuring instrument, a future study 
could be undertaken among family businesses of a larger 
scale with 50 or more employees and in different regions 
to determine if the results reported by family businesses in 
bigger businesses and different regions vary significantly 
from those reported in this study.  

In addition, there may be other items that could have been 
included in the questionnaire to provide more valuable 
results as the questionnaire items were generic and not 
small business specific. The sample was surveyed in 
one province of South Africa only. The Eastern Cape is 
regarded as one of the poorest provinces in the country. 
Small business owners or managers at more affluent 
provinces may have use different marketing mix strategies 
which may exert a greater influence on their small business 
performance. In summary it is therefore recommended that:

• A qualitative study be conducted to solicit in-depth 
information regarding the non-traditional marketing 
mix strategies used by small family businesses;

• The sample size be increased to include non-family 
businesses in South Africa, whereby a comparison 
can be made between marketing mix strategies 
adopted by small family businesses and small non-
family businesses.
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ABSTRACT 

The study aims to investigate the nexus of relationships 
between servicescape metrics, personal and environmental 
dynamics and loyalty intentions within the framework of 
restaurant businesses in Botswana. The study put forth an 
expanded multidimensional framework for servicescape in 
the restaurant sector in Botswana which influences loyalty 
intentions. This study finds that the servicescape metric 
has a significant impact on personal and environmental 
dynamics and loyalty intentions in the restaurant sector 

in Botswana, reflecting further support for the importance 
to manage service environments in order to generate 
repurchase intents. The convenience sampling technique 
was adopted in this study and data was analysed using 
correlation and multiple regression technique. This study 
therefore emphasises the necessity to develop and assess 
holistic frameworks that incorporate and test the complex 
and intricate web of associations and relationships.

Key words: Servicescape, loyalty intentions, restaurants, 
Botswana
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INTRODUCTION

In Botswana, the competitive environment in which 
restaurants operate, has become so severe that 
numerous sit-down restaurants are unable to secure 
their future survival and are obliged to close due to 
declining customer numbers, inadequate financial 
sources and liquidation (Moreki, 2010). Mooiman (2011)  
and Vanniarajan and Meharajan (2012) thus contend that 
the growing competition provided by fast food and other 
food service outlets entering the Botswana marketplace, 
required sit-down restaurants to adjust to the shifting 
dynamics of the general family structure in the context 
of demands and expectations in the competitive industry. 
This is especially important when considering that a 
restaurant co-exists with customers through continuous 
interaction in terms of coproduction and shared 
information (Diaz-Mendez & Gummesson, 2012).

The physical aspect that can be related to a service is 
known by different terminology such as atmospherics 
(Hoffman & Turley, 2002), healthscapes (Harris & Ezeh, 
2008), physical evidence (Zeithaml, Bitner & Gremler, 
2006), environmental psychology (Weinrach, 2000), 
servicescape (Bitner, 1992), service environment  
(Cronin, 2003) and social servicescape (Tombs & McColl-
Kennedy, 2003). All service environments, including 
physical and virtual servicescapes, cyberscapes 
(Williams & Dargel, 2004), sportscapes (Lambrecht, 
Kaefer & Ramenofsky,  2009), and experience rooms 
(Edvardsson, Enquist & Johnston, 2005, 2010), 
comprise ‘objective, managerially controllable stimuli 
that influence consumers in a collective way, and that 
influence consumers and employee approach and social 
interaction decisions in different ways’ (Edvardsson et 
al., 2010; Zomerdijk & Voss, 2010).Hence, the study 
intends to adopt the term servicescapes in the Botswana 
study context, based on extensive meta-analytical review 
of extant literature.

Bitner (1992) acknowledged that ‘although her focus 
was to conceptualise the manufactured and physical 
stimuli that constitute servicescapes, both customers 
and employees are also affected by social and natural 
stimuli, which are also housed within servicescapes’. 

Many researchers (Breazeale & Ponder, 2013; Sheng 
& Lang, 2011) have heeded Bitner’s (1992) request to 
move beyond a consumption setting’s physical dimension 
to less palpable dimensions including its social, social 
group influenced symbolic, and natural dimensions to 
conceptualise an array of servicescape stimuli. This 
study thus has the aim of increasing the current level of 
theoretical understanding concerning the influential role of 
servicescapes in the determination of customers’ loyalty 
intentions, and highlighting the practical usefulness of the 
ways in which servicescape cues can be managed and 
sustained by service organisations within the Botswana’s 
restaurant sector. 

Due to the challenges in the restaurant sector in Botswana, 
sit-down restaurant marketers need to investigate new 
techniques of securing a competitive advantage over 
competitors. According to Choy, Lam and Lee (2012), 
aspects such as dining atmospherics, food quality and 
service quality make a meaningful contribution to the 
long-term success and survival of restaurants. Mhlanga 
(2013) thus explicates that customers do not only eat out 
and enjoy service, but ‘the dining atmosphere plays a 
critical role in the overall dining experience, which can in 
turn influence regularity of patronage’.

Thus, the proposed framework complements Bitner’s 
(1992) assumptions regarding servicescapes, and 
informs both academics and business managers of the 
intricacy of environmental stimuli on customers and 
employee behaviour in a service environment. Hence the 
need for global configurations of aspects of servicescape 
as posited in this study in Botswana. The research of 
Countryman and Jang (2006), Heung and Gu (2012), Jang 
and Namkung (2009) and Ryu, Lee and Kiml (2012) also 
highlights the influence of a positive dining experience 
on customer satisfaction and behavioural intentions. This 
research thus fills a gap in the extant literature relating 
to the influence of servicescape on loyalty intentions 
in emerging economies like Botswana. Findings thus 
significantly refine the body of knowledge concerning 
the nexus of the relationship between servicescape and 
loyalty intentions in the restaurant industry in Botswana, 
and thereby offer a conceptual framework for marketing 
planners, policy makers and business managers.
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RESEARCH OBJECTIVES

The objectives set in this study are to:

• Investigate the impact of ambient conditions on loyalty 
intentions in the restaurant sector in  Botswana.

• Determine if design factors and staff image have an 
influence on loyalty intentions. 

• Establish the impact of staff behaviour on loyalty 
intentions.

• Investigate the nexus of the relationship between 
servicescape variables and personal and 
environmental factors in Botswana’s restaurant sector.

LITERATURE REVIEW AND HYPOTHESES 
DEVELOPMENT

Harris and Ezeh (2008) state that the servicescape of a 
restaurant evokes emotional responses from customers, 
enhancing their decision to either continue supporting 
the restaurant or to discontinue patronage. The majority 
of the research that has been conducted in the area of 
servicescapes included multidimensional perspectives 
(Shenman, Mathur & Smith, 1997; Wakefield & Blodgett, 
1999), however, there are some differences with regard to 
their servicescape measures. Hightower, Brady and Baker 
(2002) argue that if any of the ambient factors fall outside 
their acceptable limits in the context of consumer purchase 
motivation, they can have negative effects on consumer 
behaviour. Turley and Milliman (2000) thus postulate that 
in the atmospherics literature, the ambient cues are one 
of the most widely studied aspects of servicescape. The 
ambient cues studied in extant literature include music 
(Jacob, 2006; Oakes & North, 2008); lighting (Summers 
and Herbert, 2001) and Olfactory cues (Bone & Ellen, 
1999; Davies, Kooijman & Ward, 2003). It is therefore 
hypothesised that:

H1:  The ambient conditions (music, aroma, 
cleanliness) is significantly and positively related 
to loyalty intentions.

 ● Design cues

Bitner (1992:59) posits that ‘the design aspect of the 
servicescape is possibly one of the most important as it 
facilitates the communication of a multitude of messages 
to the consumer from how to behave, to the service levels 
they should expect to receive’. Breazeale and Ponder 
(2013) also argue that the imperceptible characteristics 
of restaurant personality, namely store layout and display, 
styling, and service facilities are central to enticing 
potential customers to the restaurant. They further argue 
that it is these restaurant personality characteristics 
with which the consumer associates when building a 
relationship with the restaurant. For example, space refers 
to ‘the manner in which physical machinery equipment, 
technology’ (Edvardsson et al., 2010:315), furnishing 
and their arrangement, as well as the lesser observable 
furnishings of comfort, layout and accessibility thus 
influence consumer approach and or avoidance decisions 
(Wakefield & Blodgett, 1996). Grayson and McNeill 
(2009:519) therefore contend that ‘ideally, the positioning 
of objects and furnishings within the environment should 
facilitate the free flow of movement throughout the service 
facility and ought to allow customers to accomplish 
their tasks during the service encounter’. Lin and Liang 
(2011:351) concur by stating that considering that the 
production and consumption of services are done at the 
same time, ‘customer affective responses to various 
cues within service environments’ directly influence how 
a consumer perceives and behaves towards the service 
delivery process. Considering this, the following hypothesis 
is formulated:

H2:  The design factors (implicit communicators and 
furnishing) are significantly and positively related 
to loyalty intentions in the Botswana’s restaurant 
sector.

 ● Market intelligence

Market intelligence relates to how customers can be 
influenced by aspects such as government regulation, 
technology, competitors and other environmental forces 
(Jaiyeoba, Marandu & Kealesitse, 2015; Kara, Spillan 
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& DeShields, 2005). Customer orientation through the 
gathering of market intelligence is therefore key to improve 
overall service quality. It encompasses comprehensive 
knowledge of the needs of customers and the ability to be 
responsive to such needs in order to secure the delivery 
of continuous and superior customer value in service. The 
primary objective of market-oriented businesses should 
be to create and retain satisfied customers (Vieira, 2010). 
According to Asikhia (2010:199-200) ‘to maximize its long 
run performance, the business knows it must build and 
maintain a long run mutually beneficial relationship with 
its buyers and support such statements like stay close to 
the customer, put the customer at the top of the business 
chart’. Pelser and Mostert (2016) support this statement 
and argue that by building relationships with customers, 
service providers are in a better position to customise 
customers’ solutions as they gain greater insight into 
customer needs. It is therefore hypothesised that:

H3:  The level of staff behaviour (customer orientation 
and credibility) is positively related to the loyalty 
intentions in the Botswana’s restaurant sector.

 ● Brand image

In a highly competitive environment such as the restaurant 
industry, brand image plays a central role in the differentiation 
of a product or service. Brand image provides the consumer 
with a promise or bond, and it also lowers the searching 
costs of the consumer as well as the perceived risk involved 
in the purchasing of the product or service (Grace & O’Cass, 
2015). Due to the complexity of image, particular differences 
can be observed when describing and conceptualising brand 
business image (Ryu et al., 2008). Keller (2003) thus posits 
that brand image is a range of perceptions resulting from the 
relationship between customers and a brand. Through its 
intelligence generation, dissemination and responsiveness, 
a market-oriented small business gains and maintains an 
expertise on market demand that enables it to identify the 
most desirable potential customers and create superior 
value for them. Therefore, a consumer that is in a committed 
relationship with a brand, have a long-standing affection 
towards the brand, and share their love for the brand with 
peers. In the long-term, the sharing of a consumer’s love 

for a brand creates increased brand value amongst peers, 
leading to stronger brand attachment (Zhang, Zhou, Su and 
Zhou, 2013:837). Dauda (2010) thus concludes that market 
orientation which resonates with staff image in the service 
industry, is critical for relationship marketing. Asikhia (2010) 
therefore postulates that an ongoing relationship with a set 
of customers is the most important asset of the business. 
Through the creation of emotional delight for highly valued 
customers, the business can grow its current customer 
base, thereby increasing the magnitude of each customer’s 
purchases and the businesses share of each customer’s 
purchases. Hutton and Richardson (1995), thus postulate 
that the physical attractiveness of staff forms the major 
portion of the image of a service business. It is therefore 
hypothesised that:

H4:  The staff image (competence and physical 
attractiveness) is significantly and positively 
related to the loyalty intentions in the Botswana’s 
restaurant sector.

 ● Perceptions of the servicescape

The servicescape of a business can assist it in creating an 
eye-catching image and enable it to improve on its service 
delivery abilities (Barich & Kotler, 1991). However, whether 
the effect of environmental components and personal 
metrics on customer behaviour is direct or indirect, has not 
yet been ascertained (Han & Ryu, 2009). In this regard, 
when the determinant effect of perceptions regarding 
servicescape components on overall image is taken into 
consideration, the mediating role of overall business 
image perceptions between servicescape component and 
behavioural intentions should be investigated. Erasmus 
and Grabowski (2013:4) concur by stating that the overall 
service offered (inclusive of the service scape provided) 
may be perceived as good, whilst some of the components 
of the service offering are performing less than desired. ‘If 
such elements are less pertinent compared with others’, their 
inability to perform ‘may not necessarily have a significant 
negative effect on consumers’ perception of the integrated 
service’.  Namasivayama and Lin (2008) concluded that 
when the facilitative effect of servicescape components on 
experience evaluation is considered, customer experiences 
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and retained images may encourage customers to obtain 
more information about a product, business or region, so as 
to make comparisons between other competitors and avoid 
unexpected risks. We thus hypothesise that:

H5:  The servicescape metrics are significantly and 
positively related to personal factors (variety 
seeking behaviour and perceived sacrifice) in the 
Botswana’s restaurant sector.

 ● Competition

To be competitor focused can empower a business to 
increase its response to customer needs and improve 
its ability to service such needs with greater success. 
This can then become the basis for the creation of value, 
customer loyalty and improved profitability (Martin & Grbac, 
2003 cited in Ndubisi & Mutanda, 2009). Aziz and Yassin 
(2010) therefore contend that market-oriented managers 
obtain information from customers, competitors and the 
regulatory environment to secure improved business 
performance. As Mahmoud (2011:242) indicates, ‘truly 
market oriented firms have a strong sense of all aspects 
of their markets and this pervasive outward oriented 
culture primes these organisations for seeking out and 
responding to opportunities as they arise’. Jaiyeoba et al., 
(2015:15) examined the moderating effect of environmental 
variables such as market turbulence, competitive intensity, 
and technological turbulence on market orientation 
and performance relationship. They posited, that ‘the 
increases in market turbulence and competitive intensity 
would strengthen the relationship, while an increase 
in technological turbulence would weaken the market 
orientation and business performance relationship’. Zebal 
and Goodwin (2011:3) thus provide parallel support to this 
assertion by arguing that ‘external environmental turbulence 
poses additional challenges for small businesses, as these 
businesses do not always have resources to counter the 
external pressures’. We thus hypothesise that:

H6:  The servicescape metrics are significantly and  
positively related to environmental factors (perceived 
economic turbulence and perceived competitive 
intensity) in the Botswana’s restaurant sector.

METHODOLOGY

The study was exploratory and quantitative in nature 
and the population encompassed customers patronising 
restaurants in Gaborone, Francistown and Maun. A survey 
research instrument was developed using measures 
adapted from extant literature. In all, 225 questionnaires 
were delivered within the scope of the study and 176 
questionnaires were returned, which represents a 78% 
response rate. The present study was carried out on 
customers of restaurants in the major economic hub of 
Botswana. The convenience sampling technique was 
adopted in this study as a complete list of the population 
was not available.  Ambient conditions were measured 
using items adapted from the study of Spangenberg, 
Growley and Henderson (1996), Wakefield and baker 
(1998) and Mattila and Wirtz (2001). The scale items for 
design factors were adapted from the study of Wakefield 
and Blodgett (1996). The scale items for staff behaviour 
were drawn from Narver and Slater (1990), while the scale 
items for staff image were adapted from studies by Sharma 
and Stafford (2000) and Sweeney and Wyber (2002).

The scale items used to measure personal factors and 
environmental factors were adapted from Baker et al. 
(2002) and McIntyre and Pencavel (2004) respectively. A 
5-point Likert scale was used for all self-reporting items. 
Zero order correlation and multiple regression analysis 
were used to explicate the nomological web between 
servicescape metrics and loyalty intentions, as well as 
personal and environmental dynamics. To secure the 
internal consistency of the scales in the questionnaire, a 
reliability analysis was done on all the multi-items scales. 
The Cronbach alpha coefficients for scale items ranged 
between a satisfactory 0.65 and 0.77. In determining the 
factors, common decision rules employed in empirical 
research was applied. A minimum eigenvalue of 1, KMO 
measure of sampling adequacy greater than 0.5, which 
ranged between a satisfactory 0.68 and 0.89 and Bartletts 
test of sphericity are significant, which indicates that the 
items are appropriate for factor analysis. All factor loadings 
included in this study in Botswana were statistically 
significant at the 0.01 level and exceeded the arbitrary 
0.5 standard (0.5-0.81), which demonstrates convergent 
validity.
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RESEARCH FINDINGS AND DISCUSSION

As shown in Table 1, loyalty intentions are significantly 
associated with ambient conditions (r =0.282, p<0.01), while 
loyalty intention is not significantly associated with design 
factors, staff behaviour, staff image, personal factors and 

TABLE 1: CORRELATION MATRIX SHOWING ASSOCIATION BETWEEN SERVICESCAPE VARIABLES AND LOYALTY INTENTIONS
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Loyalty Intentions 1 .282** .002 -.009 .006 .025 .011
Ambient Conditions 1 -.194** .253** .054 .117 .156*
Design Factors 1 -.195** -.258** .037 -.308**
Staff Behaviour 1 .133 .437** .549**
Staff image 1 .000 .792**
Personal Factors 1 -.127
Environmental Factors 1

**. Correlation is significant at the 0.01 level (2-tailed).

*. Correlation is significant at the 0.05 level (2-tailed).

environmental factors. This finding resonates with Kim and 
Moon (2009) who found that the ambient conditions play 
an effective role in customers’ purchase-based decision-
making process by leading their behaviours.

The staff behaviour is also significantly and positively 
associated with personal factors (r = 0.437, p< 0.05) 
and environmental factors (r = 0.792, p<0.05). Asikhia 
(2010) thus postulates that to maximise its long-run 
performance, the business knows it must build and 
maintain a long-run mutually beneficial relationship with 
its buyers and support such statements such as to stay 
close to the customer and put the customer at the top of 
the business chart.

As shown in Table 2, the ambient condition is the only 
variable that is significantly and positively related to 
loyalty intentions (β= 0.311, p <0.01). The servicescape 
metrics account for 7% variation in the loyalty intention of 
consumers in the restaurant sector as indicated in Table 
2. Hypothesis H1 is thus supported. This finding thus 
provides parallel support to Turley and Milliman (2000), 
who postulate that in the atmospheric literature, ambient 
cues of music, aroma and cleanliness are significantly 
and positively related to loyalty intentions.
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TABLE 2: IMPACT OF LOYALTY INTENTIONS ON SERVICESCAPE VARIABLES

Dependent variable: loyalty intentions
Independent variables B S.E. Sig. t (β)
Ambient Conditions .104 .055 .000 4.070 0.311**
Design Factors .321 .128 .516 0.650 0.050
Staff Behaviour -.121 .117 .303 -1.033 -0.079
Staff Image .047 .276 .864 .172 0.013
Constant 4.412 6.433 .494 .686
Cox and Snell(Adjusted) R-square .067
Nagelkerke R-square  .088

**. Correlation is significant at the 0.01 level (2-tailed).

*. Correlation is significant at the 0.05 level (2-tailed).

The design factors, staff behaviour and staff image are 
however not significantly and positively related to the 
loyalty intention. Hypotheses H2, H3 and H4 are not 
supported in this study. The finding of this study however 
contrast with Grayson and McNeil (2009:520) who argue 
that, ‘ideally the positioning of objects and furnishings 
within the service environment should facilitate the free 
flow of movement throughout the service facility and 
ought to allow customers to accomplish their tasks during 
service encounters’. The finding of the study also contrast 
with Vieira (2010) who posits that the main goal of market-

oriented businesses with respect to staff behaviour on 
loyalty intention should be the creation and retention of 
satisfied customers. Findings also contrast with Ryu et al. 
(2008) who they stated that due to the complexity of image, 
particular differences can be observed when describing 
and conceptualising brand business image. 

As stated in Table 3, the design factors (β= 0.124, p <0.05) 
and staff behaviours (β= 0.459, p <0.01) are significantly 
and positively related to personal factors. The servicescape 
metrics account for 19% variation in the personal factors.

TABLE 3: IMPACT OF PERSONAL FACTORS ON SERVICESCAPE VARIABLES

Dependent variable: personal factors
Independent variables B S.E. Sig. t (β)
Ambient Conditions .006 .017 .708 0.375 0.027
Design Factors .066 .039 .047 1.719 0.124*
Staff Behaviour .225 .035 .000 6.425 0.459**
Staff Image -.036 .083 .668 -0.430 -0.030
Constant 5.458. 1.931 .005 2.827
Cox and Snell (Adjusted) 
R-square

.190

Nagelkerke 
R-square

.209

**. Correlation is significant at the 0.01 level (2-tailed).

*. Correlation is significant at the 0.05 level (2-tailed).
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The ambient conditions and staff image are thus not 
significantly and positively related to personal factors in the 
restaurant sectors in Botswana. Hypothesis H5 is therefore 
partially supported in this study. This finding resonates 
with Namasivayama and Lin (2008) who concluded that 
when the facilitative effect of servicescape components 

on experience evaluation is taken into consideration, 
customer experiences  and retained images may 
encourage customers to obtain more information about a 
product, business or region, so as to make comparisons 
between other competitors and avoid unexpected risks.

TABLE 4: IMPACT OF ENVIRONMENTAL FACTORS ON SERVICESCAPE VARIABLES

Dependent variable: environmental factors
Independent variables B S.E. Sig. t (β)
Ambient Conditions -.001 .017 .928 -0.090 -0.003
Design Factors -.039 .039 .308 -1.023 -0.034
Staff Behaviour .472 .035 .000 13.471 0.447**
Staff Image 1.828 .083 .000 22.040 0.724**
Constant -27.414 1.932 .000 -14.191
Cox and Snell (Adjusted) 
R-square

.825

Nagelkerke R-square .829

**. Correlation is significant at the 0.01 level (2-tailed). 

*. Correlation is significant at the 0.05 level (2-tailed).

As shown in Table 4, the staff behaviour (β= 0.447, p <0.01) 
and staff image (β= 0.724, p <0.01) are significantly and 
positively related to environmental factors in the restaurant 
sector in Botswana. These findings resonate with Aziz and 
Yassin (2010) who contend that market-oriented managers 
seek information from customers, competition and 
regulatory environment to ensure superior performance. 
The findings also resonate with Jaiyeoba et al.’s (2015) 
findings in which they argued that the moderating effect 
of environmental variables such as market turbulence, 
competitive intensity and technological turbulence 
would strengthen the nomological web between market 
orientation and business performance in Botswana.

CONCLUSIONS AND IMPLICATIONS

In the present study, it was determined that  the servicescape 
metric of ambient conditions has a positive effect on the 

loyalty intention of consumer, while the design factors, staff 
behaviour and staff image do not have a positive effect on 
the loyalty intention in the restaurant sector in Botswana. It 
was also established in this study that staff behaviour has 
a positive effect on personal factors, while staff behaviour 
and staff image have a significant and positive effect on 
environmental dynamics.

Taking these findings into consideration, it is suggested that 
managers should take steps to make servicescape metrics 
more attractive. The restaurant sector representatives must 
pay attention to the effect of servicescape components 
on image, and should take steps to follow trends and 
fashions. This study thus emphasises the importance 
of servicescape on the restaurants in Botswana, 
making it critical for management to pay attention to the 
servicescape and make changes where necessary. The 
research therefore offers some guidelines for managers of 
the restaurant sector that can be used as input to improve 
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their service offering. Hence the need for managers to 
consider the importance of both tangible and intangible 
dynamics as strategic and tactical goals. To meet this 
end, managers must communicate to staff the benefits of 
maintaining a clean and well-kept service environment that 
facilitates consumerism. Therefore, it is very reassuring 
to see that the physical aspects of servicescape as well 
as the right caliber of staff, should be under constant 
evaluation and observation by management in the context 
of the implementation of the marketing concept which 
leads to attractiveness to customers.

Theoretically, the findings regarding the mediating role of 
personal and environmental factors between servicescape 
metrics and loyalty intentions could be beneficial for future 
studies. Firstly, it is essential that managers recognise the 
influence of the servicescape as a marketing tool. This 
implies that management should continuously interact 
with customers on their experience with the ambiance of 
the restaurant, their level of experience when interacting 
with service staff, and the management of customer 
complaints, as well as their perception regarding product 
quality. Such a customer-centric approach will ensure that 
the customer participates in both the product and service 
delivery process, and engage in an inclusive approach 
to improve on the service ambiance delivered. Such an 
assessment can be done through the use of social media 
tools such as Facebook and Twitter, or by motivating 
customers to participate in a survey experience through 
the offering of price discounts on a follow-up restaurant 
visit. By following such an approach, the management of 
the restaurant will empower itself to develop or enhance 
existing customer service delivery standards, or to adjust 
existing service delivery standards to the changing needs 
of customers.

In addition, by ‘focusing directly on the best customer 
service practices of competitors or other businesses, 
a restaurant will enable themselves to improve on their 
customer retention levels (Roberts-Lombard (2010:3107). 
Secondly, restaurant management should also address 
service failure issues professionally and fast, to ensure 
that the customer will not have similar experiences in 
the future. Therefore, restaurant management needs to 
make sure that they are continuously learning from past 

mistakes and do not ensure that poor service delivery 
influence customer experience of the service scape 
ambiance negatively. By addressing this issue, the loyalty 
of the customer towards the restaurant can be enhanced.

Thirdly, this study has established that servicescape 
evaluations directly impact loyalty intentions in the 
restaurant sector in Botswana. This implies that the 
physical appearance of the restaurant and its ability to 
satisfy customer ambiance needs requires a continuous 
assessment. It could be that the restaurant will be required 
to upgrade the layout of its service scape and consider 
a more modern atmosphere. It is also suggested that 
the furniture in the restaurant, the colour scheme of the 
restaurant walls and the interior décor be replaced on 
regular intervals (for example every six months). This 
can be ensured by associating with an interior design 
company, where the restaurant venue can be used as a 
marketing platform for art works, sculptures and seated 
furniture and tables. Homemade product offerings can also 
be brought into the restaurant offering portfolio, but has to 
be fresh, and the menu based on customer preferences 
(which can be established through continuous research). 
In conclusion, the restaurant also need to continually 
analyse trends in the catering  market and ensure that 
the business does not fall behind their competitors in their 
appeal and appearance. Thus, it is imperative to ensure 
that repatronage intentions are optimised. In this way, 
the current study highlights the importance of developing 
and evaluating holistic frameworks that incorporate and 
test the complex and intricate web of associations and 
relationships. In relation to theory, the results strongly 
support a series of earlier studies that emphasise the 
impact of servicescape metrics on loyalty intentions. 
Efforts must now be made by marketers to focus not only 
on customers’ perspective, but due consideration should 
also be given to owner-managers’ perspectives too. 

While the current study generates a number of contributions 
to theory and implications for practice, such findings 
should be tempered by the limitations of research design 
and methods. Hence, it is suggested that future studies 
should look into or investigate other factors not addressed 
in this study, which may also be of importance to the nexus 
of relationships.
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In conclusion, the current study provides a number 
of interesting insights into the direct and moderating 
links between servicescape metrics, personal and 
environmental factors and loyalty intentions of restaurant 
sector consumers in Botswana. As such, the study forms 
part of a growing body of research, especially in emerging 
economy like Botswana that is gradually explicating the 
dynamics of repatronage intentions.
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ABSTRACT

The craft beer industry within South Africa is small when 
compared to the overall beer market, however there has 
been a surge in consumer interest for this relatively new 
beer sector labelled as the “Craft Beer Revolution”. The craft 
beer category is enjoying 38% annual growth rate, with over 
140 microbreweries and a fast growing number of dedicated 
craft beer bars, pubs and retail outlets. The purpose of this 
research is to determine the enabling and inhibiting factors 
that influence consumer purchasing behaviour of craft beer. 

An adapted mixed method approach was followed to capture 
data in two distinct phases. The qualitative study used in-
depth interviews of six beer drinking consumers, to develop 
the questionnaire for the quantitative study. The quantitative 
study involved an online survey, distributed via email, 

social media platforms and manually at bars in Cape Town 
and Johannesburg, giving a convenience sample of 184 
respondents. The data were analysed using confirmatory 
factor analysis to identify factors that influence craft beer 
purchasing in South Africa.

The results of the analysis revealed eight influencing 
factors for purchasers of craft beer. Five enabling factors 
were identified namely; Unique Taste Perception, Social 
Acceptability, Search for Authenticity, Availability and 
Perceived Quality and Food Pairing. Three inhibiting factors 
were also identified namely; Price, Health Consciousness 
and Brand Awareness/ Loyalty.

Keywords: Consumer Purchasing Behaviour, Craft Beer, 
Influencing factors, South Africa.
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INTRODUCTION

The clear beer market consists of standard lager, premium 
lager and specialty beers, ales, stouts and bitters and low/ 
non-alcoholic beers. Standard lager is the largest segment 
of the beer market in South Africa, accounting for 74.7% of 
the market’s total value (Marketline, 2015). The premium 
lager segment accounts for a further 16% of the market. 
The craft beer industry within South Africa is small when 
compared to the overall beer market, a mere 4m litres 
of the 730m litre market (0.6% of the premium market). 
The craft beer category currently enjoys a 38% annual 
growth rate in South Africa, with the only limiting factor 
being supply at the moment (Securities, 2014), some 140 
microbreweries (Hedley, 2014) and a fast growing number 
of dedicated craft beer bars, pubs (on-premise) and retail 
outlets (off-premise).  By comparison, the craft market in 
the USA accounts for 17.6% of the US beer market by 
volume (Brewers Association, 2015).

“There is a discernible consumer preference shift away 
from mass produced, mass marketed brands, towards 
higher quality, premium products produced by small-scale, 
private manufacturers“, (Ungerer et al., 2015, p. 262).  This 
research study is focused on consumer behaviour and 
how certain factors are linked to the consumer purchasing 
process, specifically to craft beer. Aquilani et al. (2015) 
explain that factors influencing the choice and consumption 
of beer from a consumer preference perspective can be 
divided in two different categories: beer attributes (i.e. 
taste, type of beer, style of beer) and factors related to 
the purchase process (i.e. price, availability, demographic 
profile, brand, nutritional value). 

Research Problem Investigated

The increasing popularity of craft beer also affects 
individuals’ commercial beer preferences and 
consumption trends (Aquilani et al., 2015) , although 
limited research has been carried out in South Africa 
on consumer purchasing behaviour of craft beer.  This 
research is necessary to understand the reasons for the 
smaller market share compared to other countries such 
as the USA.  The expansion of the craft beer market is 
attributable to the desire for “people to break away from 

the smothering homogeneity of popular, national culture” 
(Schnell & Reese, 2003, p. 45). Craft beer is an industry 
that evokes a sense of community and belongingness, 
gaining a consumer base that is loyal and opposed to 
mainstream beers. 

Consequently, the research problem statement is to 
understand the factors that influence the purchasing of 
craft beer from a consumer perspective, both the enabling 
factors as well as the inhibiting factors, as limited research 
has been conducted in this area.

Literature Review

Craft Beer Market

Craft beers can be defined as specialty, hand-crafted beers 
that are priced at a premium due to the manufacturing 
process and small scale microbreweries that produce these 
malt beverages (Bryson, 2014). These beer products are 
either brewed locally or imported by small-scale producers 
and entrepreneurs who form part of a growing industry for 
alternative beer in South Africa.  The hallmark of the global 
craft brewing community is innovation, as they attempt to 
interpret traditional and historic styles with unique twists 
to develop new styles of beer that have no precedent 
(Brewers Association, 2015).

The craft beer industry consists of four sectors: 
microbreweries (typically known to the South African 
market), regional craft breweries, brew pubs and contract 
brewing companies (Francioni, 2012).   There have been 
two waves of micro-brewing in contemporary South 
Africa. The first wave occurred between the 1980’s and 
the early 21st century when the likes of Mitchells Brewery, 
Knysna in 1983, Nottingham Road Brewery, Natal in 
1996, and Boston Breweries, Cape Town in 2000, began 
this beer revolution (Toro-González et al., 2014) that 
has transformed the beer industry in South Africa.  The 
second wave of micro-brewing emerged, following on from 
the entrepreneurial successes of companies: Brewers & 
Union, Jack Black, Darling Brew and CBC since the years 
between 2007 and 2010. Bryson (2014) explains that 
these and other brewing companies, despite their differing 
motives, collaborated with various select restaurants and 
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bars to form a sort of consumer awareness group called 
We Love Real Beer; which endeavoured to put these 
artisanal beers on the map.

Globally, craft beers have been steadily gaining market 
share from the large national and international beer 
breweries (Murray & O’Neill, 2012). The craft beer scene 
in South Africa has seen the growth of new breweries, 
trendy bars and gastronomic pubs, craft markets and 
beer festivals. Bryson (2014) explains that this expanding 
niche market offers a new line of beer styles which differ 
from the trusty old lagers that consumers have long been 
accustomed to, as it offers ales and Weiss biers which 
promise to change the way you think and drink beer. The 
term ‘craft beer revolution’ (Toro-González et al., 2014) 
has since then been used to indicate those developments 
following from this niche trend; such as the opening of new 
breweries like Lakeside, Long Beach, Devil’s Peak and 
many others, along with the establishment of new hotspots 
for drinking craft beer – like Beerhouse (Johannesburg and 
Cape Town), The Griffen and The Foundary (Wakefield, 
2013).

Consumer enablers for craft beer purchasing

Ascher (2012) believes price is not the sole factor 
influencing beer sales, as evidenced by craft beers 
which sell on the basis of taste and quality, generally at 
higher prices than the traditional beers. Consumers also 
purchase beer based on extended information such as 
origin, identity, nutritional properties and safety influence 
(Caporale & Monteleone, 2004) which at the end of the 
day has an effect on consumer choice. Craft beer also 
competes with other ‘speciality’ beverages, particularly 
wine, which is competing with and challenging the growth 
of the beer market in total.

1. Taste: In general, when consumers make food and 
beverage decisions, taste is the most important 
consideration (Glanz et al., 1998).  Outcomes from a 
study by Aquilani et al. (2015) reveal that consumers 
choose craft beer according to the variety and 
different flavour preferences compared to commercial 
beer. Aquilani et al. (2015) state that quality beer and 
modifications in consumption habits, represent signals 

of an increasingly broad, profound and conscious beer 
culture, that seem to characterise this new wave of beer 
consumers who are inclined to taste craft beer.  Allison 
and Uhl (1964) found that participants, in general, did 
not appear able to distinguish the taste differences 
among the various mainstream beer brands which are 
relatively homogeneous, whereas craft beers have 
distinct flavour and character differences in terms of 
taste (Choi & Stack, 2005).

2. Perceived Quality: Perceived quality is defined as 
the association and behaviours of consumers that 
lead branded products to obtain higher volumes and 
margins than those that would be obtained without 
the brand (Porral et al., 2013).  Due to their quality 
standards, craft beers are high value-added products 
(Biancolillo et al., 2014). 

3. Social Influence and Community: Consumer 
preferences and interests in specific characteristics 
of food and beverage production are often related 
to the social and environmental dimensions of the 
manufacturing process (Caporale & Monteleone, 
2004), which links to the whole ethos attained by craft 
brewers. The explosive growth of microbreweries 
(Schnell & Reese, 2003) indicates the desire of 
brewers and consumers to reconnect with their home 
town, to resurrect a feeling of community (Alonso, 
2011).  Borsari and Carey (2001) explain that people 
have pressures to conform and they are generally 
attracted to being part of a group identity. Peers 
influence an individual’s attitudes and behaviours in 
several ways, and when drinking beer with friends and 
family there are feelings of camaraderie, impulsivity 
and sensation (Kuntsche et al., 2005). 

4. Differentiation and Individuality: Mainstream beer 
is generally more notable for its consistency than for 
its individuality (Choi & Stack, 2005). Craft breweries 
are able to distinguish themselves from mainstream 
beer producers by focusing on quality and individuality 
of their beers (Kleban & Nickerson, 2011) and the 
unique, humble foundation its beer is built. Craft 
beers are desired by consumers because the product 
and process resonate with notions of quality and 
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authenticity and the beers are made with skill and 
care (Thurnell-Read, 2014). Consumers are intrigued 
by a microbreweries’ personal history and beginnings 
(Schnell & Reese, 2003), which is an added incentive 
for consumers to purchase craft beer.

5. Demographics: Brewers focus on growth by appealing 
to all demographic groups (Ascher, 2012) in order to 
increase market share and economies of scale. A 
group that has taken a particular interest to craft beer 
is ‘Millennials’, who are reported to be the largest 
consumer segment for craft beer and are perceived  
to be interested in exploring new beer tastes and 
willing to pay higher prices (Paulsen et al., 2014). This 
is a generation of young people known as Generation 
Y - people born between 1980 – 2000 (Devaney, 
2015).

 Popularity of craft beer has been growing among 
young consumers in general and female consumers 
in particular the last five years (Paulsen et al., 2014). 
With the increased number of women drinking craft 
beer it would appear, in this case, that woman beer-
drinking is no longer subject to the prejudice and 
stigmas of the past where beer was seen as a man’s 
drink (Bryson, 2014).  

 Dennis et al. (2009) assert that highly educated 
individuals spend more time gathering information 
and comparing alternative products than conventional 
consumers. Educated consumers are typically higher 
income earners and therefore micro-brewers targeting 
this high-value segment must be cognisant of the 
amount of information pertaining to their products 
(Dennis et al., 2009) . 

This leads to the development of our first proposition:

Research Proposition 1:  
 The factors enabling the purchase of craft beers 

are:  taste, perceived quality, social influence and 
community, differentiation and individuality, and 
demographics.  

Consumer Inhibitors for craft beer purchasing

While there are certain factors driving the growth of the 
craft beer market, the market is still small, probably due to 
the following inhibiting factors when purchasing craft beer, 
identified in the literature:

1. Price:  When an individual is confronted with a selection 
of beers and their prices, the price characteristics of 
the range of beers influences consumer evaluations. 
“Price is not only representative of product cost but is 
an extrinsic or external cue that helps the consumers to 
judge the quality of products or brands and to determine 
the anticipated level of satisfaction” (Brijball, 2003, p. 
93).  Pinkse and Slade (2004) found that consumers 
firstly make a decision of how much to spend on beer 
and generally rely on price as an indicator of quality. 
Consumers then decide how much money should 
be spent among a broad classes of brands (lagers, 
ales, and stouts). Toro-gonzalez et al., (2014) add that 
consumers are sensitive to higher prices for the craft 
and imported beer categories, resulting in change 
consumption levels as prices change.

2. Availability: Many of the craft brewers in South Africa 
attempt to compete with national brewers, but they 
face various obstacles in getting their products to 
consumers through the distribution system (Ascher, 
2012). High logistical costs and capital costs impose 
challenges to their growth which essentially limit their 
reach to the end consumer. Craft brew options are 
often scarce in regions where the beer is not produced 
(Murray & O’Neill, 2012) and do not extend to many 
rural and township areas in South Africa. Craft beers 
are also not readily available at all bars, restaurants 
and pubs in South Africa as they have to compete with 
the likes of SAB products for draught bar space.

3. High Calorie Count and No “Lite” Options:  
According to Caporale and Monteleone (2004), 
consumers consider social, environmental, ethical and 
health factors as being a primary consideration when 
selecting food and beverage options. Consumers 
have become increasingly conscious about their 
health and dietary intake in recent times in order to 
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achieve substantial weight loss (Apfelbaum et al., 
1999). Aquilani et al. (2015) found that consumers are 
also more attracted to this new emerging beer culture 
in terms of desired quality and nutritional components 
which essentially affects their purchase choice. 

4. Brand Awareness and Advertising:  Massive 
mainstream beer advertising and marketing campaigns 
have encouraged consumers to become more brand 
loyal, even as their beers have progressively become 
homogeneous (Choi & Stack, 2005). The implication 
of this finding is that craft brewers who are striving to 
be on the cutting edge of competition should develop a 
more effective advertising campaign program (Amadi 
& Sunday, 2014) to increase consumer’s preference 
for their brand. 

This leads to the development of our second proposition:

Research Proposition 2:  
 The factors inhibiting the purchase of craft beer are:  

price, availability, high calorie content and no ‘Lite’ 
options, and brand awareness and advertising.

Research Methodology

A phased approach was adopted for this study.  Initially, a 
qualitative phase was conducted to validate the enablers 
and inhibitors identified from the literature review. A 
convenience sample of six purchasers of craft beer was 
selected, and data generated from semi-structured in-
depth interviews werecontent analysed to identify specific 
influencing factors, which were used to assist in the design 
of the questionnaire for the quantitative study.

For the quantitative phase, the population included anyone 
who has the capability to purchase goods via an online 
platform within South Africa.  A convenience sample of 216 
respondents engaged in an online survey via ‘Kwiksurvey’, 
which was distributed via email and social media, and in 
manual completion of questionnaires on an iPad in bars; 
184 usable questionnaires were utilised for analysis.  
The research instrument was a structured questionnaire 
with 25 statements, using a 5 point Likert scale, from 5 – 
‘strongly agree’ to 1 – ‘strongly disagree’.  The data were 

analysed using Confirmatory Factory Analysis (CFA), 
as this was used to test specific research propositions.  
Factors were selected on the basis of eigenvalues greater 
than 1, cumulative total variance explained > 60% (Hair 
et al., 2010), and a scree plot (Ruscio & Roche, 2012).  
Validity and reliability were confirmed by the widespread 
distribution of the survey, the large sample size, and the 
pilot testing of the questionnaire prior to distribution.

Results Qualitative Study

The analysis of the responses from the six purchasers of 
craft beers who were interviewed revealed the following 
results:

Enablers

The previously identified enablers confirmed by 
respondents were: taste, perceived quality, social influence 
and community, and differentiation and individuality. This 
was consistent with prior research.  The factor not identified 
was demographics, mainly because of the higher price of 
craft beers indicating a need for disposable income rather 
than particular demographic characteristics.

However, a new enabler, ‘Food pairing’, was identified, 
where respondents confirmed that they enjoyed visiting 
establishments to try out new craft beers that pair well with 
food.

Inhibitors

The previously identified inhibitors confirmed by 
respondents were:  price, availability, high calorie 
content and no “Lite” options, and brand awareness and 
advertising.  This was consistent with prior research.

These updated enablers and inhibitors were then used to 
develop the questionnaire for the quantitative field study in 
South Africa.

Results Quantitative Study

There were 186 respondents to the quantitative survey, 
with 78% of the respondents being male, and 54% in 
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the 30-35 year age group category.  63% purchase craft 
beer once a month, reflecting the speciality nature of the 
product, while 16% purchase craft beer once a week, and 
a further 16% on weekends.  48% purchase in pubs and/or 
bars, 21% at markets, and 13% in restaurants.  

The survey results presented a greater frequency for 
respondents to purchase mainstream beer more regularly 
than craft beer. By contrast, approximately 30% of 
respondents purchase mainstream beer once a week 

or on weekends with 15% of the sample purchasing 
mainstream beer 3 – 5 times a week. The survey also 
revealed that 71% of the sample do not purchase craft 
beer for future consumption, emphasising that the majority 
of respondents prefer to purchase mainstream beer from 
the bottle store.

The questionnaire contained 25 items or statements that 
covered the five enabling factors and four inhibiting factors, 
which are given in Table 1:

TABLE 1: VARIABLE NAMES AND RELATED QUESTIONS

Category Construct Variable name Attribute Question

En
ab

le
s

Taste T1 Flavour I am more likely to purchase craft beer over 
mainstream beer due to flavour

T2 Tastier I consider craft beers to be tastier than 
mainstream beer?

T3 Homogeneous I perceive mainstream beers to be relatively 
homogenous in terms of taste?

Perceived 
Quality PQ1 Quality I perceive craft beer to be of a higher quality 

than mainstream beer?

Social influence 
and Community

SC1 Community` I purchased craft beer in order to support the 
local community or local breweries?

SC2  
Trendy

I drink craft beer because it is trendy and 
fashionable?

SC3 Peer Influence I drink craft beer because many of my friends 
and family do?

SC$ Belongingness I purchase craft beer as it gives me a sense of 
belongingness to a special beer community?

SC5 Word-of-mouth Word-of-mouth is a reason that I choose to 
drink a particulr craft beer brand?

Differentiation 
and individuality

D1 Variety I tend to purchase craft beer over mainstream 
beer as craft beers offer more variety?

D2 Curosity I generally purchase craft beer out of curiosity 
and/or to try out new brands?

D3 Emotional Appeal
I purchase craft beer based on its emotional 
appeal and innovation; creative naming, logos 
and labelling?

D4 Authenticity I purchase caft beer based on its authenticity 
and craftsmanship?

D5 Loyalty If craft beer is not available I would rather 
repurchase/drink nothing at all?

Food Pairing F1 Complement
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Category Construct Variable name Attribute Question
In

hi
bi

to
rs

Price
P1 Expensive I consider craft beer to be an expensive 

produts?

P2 Cost Saving I tend to purchase mainstream beer over craft 
ber because it is a cheaper product?

Availibility
A1 Availability Craft beer of my choice s readily available at 

bottle stores in my area?

A2 Availability Craft beer of my choice is readily available at 
pubs/bars in my area?

High Calorie 
Content and no 
“Lite” Options

HC1 Calorie Content I prefer drinking “lite” beer with a lower calorie 
content?

HC2 Low Alcohol I prefer drinking a beer with a lower alcohol 
content?

HC3 Filing I find craft beers to be filling and/or pungent?

Brand 
Awareness and 

Advertising

BA1 Advertising I tend to purchase mainstream beer based n 
sucessful advertising campaigns?

BA2 Heritage I tend to purchase mainstream beer based n its 
brand and its heritage?

BA3 Awareness I believe craft beer is sufficiently advertised?

Factor analysis

A confirmatory factor analysis approach was performed 
utilising IBM SPSS statistical software.  The data 
were subject to the Kaiser-Meyer-Olkin measure of 
sampling adequacy, producing a result of 0.762, above 

the recommended minimum threshold of 0.6 or above 
(Pallant, 2010), and Bartlett’s Test of Sphericity, to confirm 
reliability.

The results of the factor analysis for purchasers of craft 
beer with initial and rotated sums of squared loadings are 
given in Table 2:

TABLE 2:  EIGENVALUES AND FACTOR LOADINGS – PURCHASERS OF CRAFT BEER

TOTAL VARIANC EXPLAINED

Initial Eigenvalues Rotation Sums of Squared Loadings

Component Total % of Variance Cumulative % Total % of Variance Cumulative %

1
2
3
4
5
6
7
8

4.730
3.177
1.761
1.615
1.366
1.311
1.202
1.062

18.919
12.706
7.044
6.460
5.462
5.243
4.812
4.247

18.919
31.625
38.669
45.129
50.592
55.835
60.647
64.893

3.486
2.639
2.281
1.690
1.593
1.556
1.521
1.457

13.944
10.557
9.126
6.758
6.374
6.244
6.084
5.827

13.944
24.501
33.627
40.385
46.759
52.983
59.067
64.893
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9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

.970

.855

.837

.691

.648

.614

.543

.517

.465

.446

.403

.395

.342

.319

.296

.236

.201

3.880
3.419
3.347
2.762
2.594
2.456
2.172
2.067
1.859
1.785
1.612
1.581
1.369
1.275
1.182
.942
.803

68.773
72.192
75.539
78.301
80.895
83.352
85.524
87.590
89.450
91.235
92.847
94.429
95.798
97.073
98.255
99.197

100.000

Extraction Method: Principal Component Analysis.

This shows an 8 factor solution, with eigenvalues > 1 and 
> 60% of the cumulative variance explained (Hair et al., 
2010).  This was confirmed by a scree plot.

For each of the 8 factors, the statement loadings after 
Varimax rotation are highlighted in Table 3, where factor 
loadings of > 0.5 are considered practically significant 
(Hair et al., 2010).  Varimax rotation was used as opposed 
to oblique rotation as this provided a better fit of factors.

TABLE 3:  STATEMENT LOADINGS ON FACTORS AFTER VARIMAX ROTATION 

Rotated Component Matrixa

Component
1 2 3 4 5 6 7 8

Flavour (T1) .845 .107 .102 -.081 -.058 .025 .111 .024

Preference (T2) .730 .170 .110 -.082 -.072 .219 -.072 .124

Homogeneous (T3) .845 .057 .114 -.061 -.003 .022 .083 .140

Quality (PQ1) .380 .096 -.107 .075 .043 -.011 -.069 .656

Community (SC1) .197 -.028 .318 -.114 -.076 .337 .021 .297

Trendy (SC2) .147 .752 .242 -.023 .158 -.058 -.064 -.037

Peer Influence (SC3) .119 .828 .001 -.035 .071 .133 .065 -.036

Belongingness (SC4) .040 .762 .116 -.091 -.082 .139 .031 .178

Word-of-mouth (SC5) -.029 .473 .267 .207 .036 -.155 .106 .234

Variety (D1) .643 .071 .443 -.051 .069 .012 .077 .269

Curosity (D2) .256 .055 .757 .164 -.006 -.041 -.034 -.221

Emotional Appeal (D3) -.088 .297 .742 .084 -.008 .039 -.038 .075
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Rotated Component Matrixa

Component
1 2 3 4 5 6 7 8

Authenticity (D4) .229 .183 .687 -.227 -.093 .033 .142 .171

Loyalty (D5) .306 -.122 .166 -.119 .071 .613 .019 .117

Complement (F1) .135 .184 .203 -.105 -.207 .400 .183 .530

Expensive (P1) -.127 -.074 .096 .818 -.071 .028 .066 -.133

Cost Saving (P1) -.062 .030 -.068 .814 -.031 -.021 -.044 .157

Availability (A1) -.003 -.127 .045 -.022 -.113 .137 .822 .091

Availability (A2) .174 .212 -.002 .042 .056 -.036 .820 -.107

Calorie Content (HC1) -.221 .070 -.063 -.033 .758 -.205 .037 -.001

Low Alcohol (HC2) .174 .038 -.073 -.042 .789 .099 -.089 -.052

Filling (HC3) -.347 .092 .148 -.046 .427 .258 -.014 .115

Advertising (BA1) -.432 .221 .183 .309 .228 -.199 -.139 .426

Heritage (BA2) -.458 .415 .087 .164 .155 -.244 -.136 .301

Awareness (BA3) -.069 .220 -.206 .164 -.011 .742 .081 -.113
Extraction Method: Principal Component Analysis.  
 Rotation Method: Varimax with Kaiser Normalization.

a. Rotation converged in 23 iterations.

The eight confirmed factors for purchasers 
of craft beer are explained below:

Factor 1: Unique Taste Perception

The statement that consumers are more likely to purchase 
craft beer over mainstream beer due to flavour preference 
(T1) and the statement that perceive mainstream beers 
to be relatively homogenous in terms of taste (T3) both 
loaded. These are accompanied by consumers consider 
craft beers to be tastier than mainstream beer (T2) and 
consumers tend to purchase craft beer over mainstream 
beer as craft beers offer more variety (D1). In addition, a 
resounding 70% of the sample confirmed that they perceive 
craft beer to be tastier than main stream beer, consequently 
this factor is labelled ‘Unique Taste Perception’.

Factor 2: Social Acceptability

The statement that consumers drink craft beer because it 
is trendy and fashionable (SC2), and the statement that 
consumers drink craft beer because their friends and family 
do (SC3), or peer pressure, are loaded. Interestingly, the 

statement that consumers purchase craft beer as there 
is a sense of belongingness to a special beer community 
also loaded into this factor (SC4). Therefore, this factor is 
labelled ‘Social Acceptability’.

Factor 3: Search for Authenticity

The statement that consumers generally purchase craft 
beer out of curiosity and seek to try out new brands (D2) 
is loaded. 82% of the sample agreed or thoroughly agreed 
that they purchase craft beer out of curiosity and/ or to 
try out new brands. Interestingly, 61% of the sample are 
more likely to purchase craft beer based on its authenticity 
and craftsmanship (D4), and that they purchase craft beer 
based on its emotional appeal and innovation i.e. creative 
naming, logos and labelling (D3). These three statements 
were loaded together to form a factor labelled ‘Search for 
Authenticity’. 

Factor 4: Price

It was expected that consumers consider craft beer to be an 
expensive product (P1) and tend to purchase mainstream 
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beer over craft beer because it is a cheaper product (P2). 
Craft beers are typically R10 to R20 (per 500ml draught) 
more expensive than a mainstream beer in the South 
African market (see Table 4 below). 82% of the sample 

agree or thoroughly agree that craft beer is an expensive 
product, subsequently these two statements were loaded 
together to form a factor labelled ‘Price’.

TABLE 4: PRICE COMPARISON OF BEER AT A BAR/PUB IN SOUTH AFRICA

Type Quantity Volume (ml) Total Price
Mainstream Beers
Castle Lite 1 500 R 35.00
Amstel 1 500 R 35.00
Black Label 1 500 R 32.00
Craft Beers
Jack Black Lumber Jack 1 500 R 48.00
CBC Lager 1 500 R 45.00
Brewers & Union Beast of the Deep 1 500 R 48.00

Source: (Beerhouse, 2015) (Hudson’s, 2015)

Factor 5: Health Consciousness

The statements that consumers prefer drinking ‘lite’ 
beer with a lower calorie content (HC1) and that they  
prefer drinking a beer with a lower alcohol content are 
loaded together (HC2). These statements highlight that 
beer consumers are generally concerned about the 
amount of calories present in a beer. Craft breweries 
in South Africa are yet to introduce a ‘lite’ craft beer 
option into the market. Consumers also tend to prefer a 
beer with a standard to lower alcohol content and many  
craft beers are above the standard 5% alc. threshold. 
For these reasons this factor is labelled ‘Health 
Consciousness’.

Factor 6: Brand Awareness/Loyalty

The statement that if craft beer is not available, consumers 
would rather purchase/ drink nothing at all (D5) is loaded 
with the statement that consumers believe craft beer 

is sufficiently advertised (BA3). When viewed together, 
the statements report that consumers are exposed to 
little or no advertising of craft beer in the South African 
market. Consumers may not have been exposed enough 
to a certain brand of craft beer in order to not purchase 
substitute products like mainstream beer, wine or spirits. 
77% of the sample believe that craft beer is not sufficiently 
advertised, therefore, creating a low brand awareness. 
These two statements were loaded together to form a 
factor labelled ‘Brand Awareness/ Loyalty’.

Factor 7: Availability

The statements that craft beer of choice is readily 
available at bottle stores (A1) and craft beer of choice is 
readily available at pubs/ bars (A2) are loaded together. 
The majority of respondents in the survey claimed that 
their craft beer of choice is readily available in bars/ pubs 
and bottle stores in their area. These two statements were 
loaded together to form a factor labelled ‘Availability’.
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Factor 8: Perceived Quality and Food Pairing

The statement that consumers perceive craft beer to 
be of a higher quality than mainstream beer (PQ1) is 
loaded with the statement that consumers purchase 
craft beer because it pairs well certain foods (F1). 
Lack of differentiation of mainstream beer supports the 
increased demand for craft beers. It points to the lesser 
appeal of mainstream beer compared to craft beer  
and how consumers are valuing the personal production 
process of craft brewers and how it is perceived 
to produce a higher quality beer. Interestingly, this  
attribute has been loaded with food pairing as 

respondents confirmed they make craft beer purchasing 
decisions aligned to specific foods they are eating. 
Subsequently, these two statements were loaded 
together to form a factor labelled ‘Perceived Quality and 
Food Pairing’.

In summary, the factors that influence consumer 
purchasing behaviour for craft beer in South Africa are 
listed table 5 below. These factors are categorised as 
enabling and inhibiting factors. This table can be utilised 
by craft brewers and craft retailers to prioritise what 
factors need to be addressed in order to capture more 
consumers and create a greater market presence. 

TABLE 5:  SUMMARY OF QUANTITATIVE ANALYSIS

Factor number Category Factors Influencing Craft Beer Purchasing Behaviour

1

En
ab

le
rs

Unique Taste Perception
2 Social Acceptability
3 Search for Authenticity
7 Availability
8 Perceived Quality and Food Pairing

4

In
hi

bi
to

rs Price

5 Health Consciousness

6 Brand Awareness / Loyalty

The results have been split into two categories, namely 
enablers and inhibitors, that influence craft beer 
purchasing,

Results vs the Propositions:

Proposition 1 stated:  The factors enabling the purchase 
of craft beers are:  taste, perceived quality, social influence 
and community, differentiation and individuality, and 
demographics.
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The results of this study are given in Table 6 below:

TABLE 6:  PROPOSITION 1 FINDINGS

Enablers Research Findings Conclusion

Taste Unique taste perception (Factor 1) Identified

Perceived quality Perceived Quality and Food Pairing (Factor 8) Effectively identified

Social influence and community Social Acceptability (Factor 2) Identified

Differentiation and individuality Search for Authenticity (Factor 3) Identified

Demographics - Not found

Food pairing (Factor 8) New factor

Availability (Factor 7) New factor

Four enablers identified from the literature review were 
found:  taste, perceived quality, social influence and 
community, and differentiation and individuality.  

Demographics were not identified as an enabler, as firstly 
the qualitative study revealed that it was more of an issue 
of disposable income and affordability than demographic 
factors such as age, and secondly the sample group was 
of a fairly similar demographic, particularly since they were 
consumers of craft beer.  This is a limitation of the study 
and could be addressed by targeting non-consumers in 
another study.

Food pairing was another enabler that was identified in 
the qualitative study, and confirmed in the quantitative 
study.  Respondents confirmed that they enjoy visiting 
gastronomic pubs, restaurants and markets to try out new 
craft beers that pair well with food.  This indicates that 
consuming craft beer is a whole experience, rather than 
a thirst-quenching exercise;  “Craft beer is about a story 
that people want to discover and be part of” (Theunissen, 
2012, p. 1). 

Availability of craft beer in South Africa was initially identified 
as an inhibitor in the literature review and qualitative phase. 
However, after the quantitative phase was analysed, the 
survey results revealed that the majority (60%) of the 
sample believed craft beer of their choice was readily 
available in their area and thus confirming this factor to 
be an enabler for craft beer purchasing. Most participants 
consider the larger, more established craft beer brands as 
their ‘craft beer of choice’ such as CBC, Darling Brewery, 
Brewers & Union and Devils Peak Brewery. This may be 
the reason for a change in results as these breweries 
have been able to penetrate the market over time and 
gain presence at pubs and bars throughout major cities in 
South Africa.   Similarly, 58% of the sample confirmed that 
craft beer of their choice is available at bottle stores in their 
area.  Over 90% of the sample live in Gauteng and the 
Western Cape which may be a distinguishing reason for 
this confirmation. The more prominent brands are widely 
available at bottle stores in major cities, but smaller craft 
breweries still struggle to distribute their beers wider than 
the region they are established, due to logistical costs and 
the willingness of bottle stores to purchase their brand 
before it is known in the market.
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Consequently, Proposition 1 is partially supported, with the 
addition of the two new factors and the non-identification 
of the demographic factor. 

Proposition 2 stated:   The factors inhibiting the purchase 
of craft beer are:  price, availability, high calorie content and 
no ‘Lite’ options, and brand awareness and advertising.

Our results for inhibitors are compared with this proposition in Table 7:

TABLE 7:  PROPOSITION 2 FINDINGSWW

Inhibitors Research Findings Conclusion

Price Price (Factor 6) Identified

Availability Identified as an Enabler N/A

High Calorie content and no ‘Lite’ options Health Consciousness (Factor 7) Identified

Brand Awareness and Advertising Brand Awareness/Loyalty (Factor 8) Identified

The inhibiting factors were effectively confirmed in this 
study, with the exception of ‘Availability’, which was 
identified to be an enabler rather than an inhibitor as 
discussed above.  

Consequently, Proposition 2 is effectively supported.

Managerial Applications

The results of this study provide important insights to 
guide the marketing activities of craft beer suppliers. In 
particular, they need to address:

• Unique taste perception:  it is critical that craft beer 
suppliers build this perception, as this is their ‘raison 
d’être’ and where much of their specialist product 
development skills are focused on this unique taste.

• Authenticity:  craft beer suppliers cannot compete with 
mainstream beer suppliers, hence their niche strategy 
must be building a distinctive value proposition, that 
differentiates their brand, and appeals to the craft 

beer consumers’ emotional benefits and curiosity to 
try out something different.

• Target market:  as a niche player, it is important to 
carefully identify the target market, be it professionals 
and creatives, trendsetters or hipsters, or those 
looking for a unique regional experience.

• The whole experience:  in addition to the uniqueness 
of the taste, it is important to appeal to other 
emotional criteria, such as the food pairing that goes 
with the beer, the location and image of the pub, the 
ambience that is created, etc.  The social influence 
created by peer pressure should also be utilised to 
persuade groups or parties to partake.

• Brand awareness:  limited budgets preclude much 
of the above-the-line promotional activities of the 
mainstream beer suppliers.  However, craft beer 
brewers can still use innovative direct marketing 
techniques, such as taste tests, food markets, 
festivals, word-of-mouth referrals, and social media.
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• Brand loyalty:  persuading consumers to continue 
repurchasing the craft brand on a regular basis is key 
to retention, and craft beer suppliers could use social 
media, loyalty cards, special awards, etc.  

• Pricing:  the premium over mainstream brands need 
to be maintained, partly as reinforcement of the 
perception of unique quality, but also as part of a 
niche strategy.

Despite limited budgets, craft beer suppliers can develop 
innovative marketing strategies and tactics to build the 
uniqueness of their brand in a niche market.

Conclusions

The craft beer market is expected to continue to grow at 
a high rate, admittedly off a low base, as consumers seek 
gratification through alternatives to mainstream beers as 
part of variety-seeking consumer behaviour.

This study identified the enabling factors that influence 
the choice of craft beer as:  unique taste perception, 
perceived quality, food pairing, social acceptability, search 
for authenticity, and availability.  The following inhibiting 
factors were identified:  price, health consciousness, and 
brand awareness/loyalty.  Understanding and addressing 
these influencing factors can assist craft beer suppliers in 
their marketing programmes.

Recommendations

Craft beer suppliers have a great opportunity to address 
the consumer trend towards trying something different 
and unique, by building on the enablers and overcoming 
the inhibitors.

Further research could be conducted using qualitative 
methods such as focus groups or the critical incident 
method, to gain greater insights as to the consumer 
psychology behind these influencing factors. A longitudinal 
study could be performed to monitor how consumer 
behaviour changes over time as craft beer is adopted in 
South Africa. This study could be expanded into other 
markets, as this study was mainly limited to the Gauteng 

and Western Cape regions, and into comparative studies 
in other countries such as USA or Australia.  A larger 
sample size could be used to investigate the potential 
influence of demographic characteristics.  

Research could also be conducted on mainstream beer 
consumers to determine potential switching criteria to 
craft beer.    Further research could also be to investigate 
successful marketing campaigns of the better known 
brands. 
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ABSTRACT

South African banks have over the past decade regarded 
service quality as a key driver of competitive advantage and 
strategic importance. This is emphasised by the fact that most 
banks offer financial products and services that are similar 
which requires a shift from product to consumer orientation. 
The most important characteristic of services is the fact 
that they are processes, not things and that consumption 
and production are partly simultaneous activities and that 
customers participate in the service production process 
flow. This means that a service organisation only has 
interactive processes. As banks continue to provide an 
increasing number of financial services and products, they 
face the challenge of integrating these disparate systems 
into a coherent, efficient infrastructure, while delivering the 
highest level of customer service and convenience. 

In defining the perception of service quality, the tangible 
factors may concern performance, quality, reliability, cost 
of services and convenience whereas the intangible factors 
may be reputation, sense of caring, courtesy, willingness 
to help, problem solving ability of staff, etc. These factors 
emphasise customers’ perceptions about how they are being 
treated by their bank. Service Quality involves a comparison 
of expectations with performance. SERVQUAL, a widely 
used service quality measurement scale was used as the 
measuring instrument in this study. Five core dimensions 
were focused on: Reliability, Responsiveness, Assurance, 
Empathy and Tangibles. The exploratory research findings 
indicate that opportunities exist for banks to improve on their 
marketing and service levels, while also needing to take into 
account demographic, cultural and geographical factors.

Keywords:  Banking service levels, SERVQUAL.
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INTRODUCTION

The banking industry has undergone radical changes, 
resulting in an environment characterised by intense 
competition, globalisation, heightened consumer demand, 
the emergence of new technologies and competition 
from non-traditional banking sectors (Ladhari, Souiden 
and Ladhari, 2011). The problem is that most banks offer 
financial products and services that are similar. Banks need 
to focus on value which equals the benefits customers 
receive in exchange for the burdens – financial and non-
financial – they endure. Low prices do not automatically 
create high value (Berry, 2016). This requires banks to 
revise their focus from product to consumer orientation 
to ensure that customers remain loyal. Customers are 
the heart of every successful business and therefore 
businesses, specifically banks, need to concentrate on 
customers more than ever (Amoako, 2012). The provision 
of high levels of service quality is therefore important to 
build mutually beneficial bank–client relationships.

South African banks have over the past decade regarded 
service quality as a key driver of competitive advantage 
and strategic importance (Coetzee, van Zyl and Tait, 
2013). The latest South African Customer Satisfaction 
Index (SAcsi 2015) revealed the best and worst banks in 
South Africa when it comes to customer satisfaction. The 
banks measured were FNB, ABSA, Nedbank, Standard 
Bank and Capitec, selected on the basis of market share. 
Using a sample size of over 16,000 customers, Capitec 
and FNB came out tops, with scores of 82.2 and 79.3 
respectively, both significantly higher than the average 
SAcsi score of 76.3 out of 100.

Problem Definition and Main Research 
Question

Over the last 10 years, service(s) marketing researchers 
have investigated the fundamentals of logics – service-
dominant logic, service logic and customer-dominant 
logic (Russell-Bennett, and Baron, 2015).  South African 
banks believe that they focus on customer service and yet 
there are many disgruntled banking customers. This study 
addresses this problem in terms of customer feelings 
about their bank as well as their opinion of banking service 

levels. This results in the main research question: Do 
South African banking services match the expectations of 
their customers?

LITERATURE REVIEW 

The success of banks lies in their ability to constantly 
address the needs of their clients and maintain any 
competitive advantage they have that differentiates them 
from competitors. The nature of banking is embedded in 
service provision and improved service levels are seen 
to provide important benefits (Coetzee, van Zyl and Tait, 
2013). The most important characteristic of services 
is the fact that they are processes, not things and that 
consumption and production are partly simultaneous 
activities and that customers participate in the service 
production process flow. This means that a service 
firm only has interactive processes (Gronroos, 2001). 
As banks continue to provide an increasing number of 
financial services and products, they face the challenge 
of integrating these disparate systems into a coherent, 
efficient infrastructure, while delivering the highest 
level of customer service and convenience (Amoako, 
2012). Banks in many countries have a long history of 
egalitarian treatment of customers, regardless of market 
segmentation. The problem with catering to the average 
means catering to no one in particular. Each customer 
segment has different priorities, expectations and lifetime 
value for a bank. For example, older customers care more 
about branch location and quality of branch staff, while 
younger customers place greater value on mobile device 
interactions and rely heavily on recommendations from 
family, friends and colleagues (Bain and Company, 2013). 

In South Africa, the private banking industry has lost its 
focus pursuing higher volumes of customers rather than 
quality customers. The reports further indicate that among 
the big four banking groups (FNB, ABSA, Standard Bank 
and Nedbank), there has been a gap between cost and 
service delivery.  When compared to countries in Europe 
and United States, South Africa is still a young country that 
does not have wealth that characterises the true private 
banking, as the customers do not get the personalised 
transactional banking that they deserve (Whitefield, 2010). 



199

MARKETING MANAGEMENT

ISBN 978-0-620-71113-5

10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th September 2016  

 

Service and Product Quality

Service affects almost everything and everyone in 
our society, as approximately 80 per cent of the gross 
domestic product (GDP) of developed countries originates 
from service-related activities (Gustafsson, 2015). In 
defining the perception of service quality, Parasuraman et 
al. (1988) define perception of service quality as a function 
of the tangible dimensions which are the appearance 
of physical facilities, equipment and personnel and the 
reliable dimension which includes the ability to perform 
what is promised dependably and accurately. The 
responsive dimension is demonstrated in the willingness to 
help customers and provide prompt service, whereas the 
assurance dimension is demonstrated in the knowledge 
and courtesy of employees and their ability to inspire 
trust and confidence. The last dimension of empathy is 
demonstrated in the level of attention the firm provides to 
its customers. 

According to Amoako (2012), the tangible factors may 
concern performance, quality, reliability, cost of services 
and convenience whereas  the intangible factors may 
be reputation, sense of caring, courtesy, willingness to 
help, problem solving ability of staff, etc. These factors 
emphasise customer’s perceptions about how they are 
being treated by a bank. The emergence of the Service-
Dominant logic of marketing, as opposed to the Goods-
Dominant logic, symbolises a conceptual shift from value 
as an intrinsic dimension of a firm’s offering to value as the 
phenomenological result of an experience collaboratively 
created by interactive entities (e.g. firms, customers and 
employees) in a specific context (Plé, 2016; Vargo and 
Lusch, 2004).  This focus on service advocates that the 
value of a good or service does not exist per se but rather 
is a function of how customers subjectively perceive and 
interpret the advantages and benefits they can derive from 
experiences supported by this good or service (Plé, 2016; 
Jaakkola and Alexander, 2014).

Presently, a customer’s interpretation of a service is 
somewhat altered to what has prevailed in the past. 
This suggests that a customer is not the conventional 
purchaser of goods and services anymore, but is rather 
considered to be a dynamic and dominant member of all 

commerce activities. Customers are changing their roles 
and behaviours. They exercise greater influence on the 
experience formation of not only themselves but also other 
customers, stakeholders and service providers (McColl-
Kennedy, Gustafsson, Jaakkola, Klaus, Radnor, Perks 
and Friman, 2015). Conversely, businesses function in 
a highly competitive environment so it is of paramount 
importance for these entities to measure their service 
quality in order to gain competitive advantage (Thenmozhi, 
2014). Consistent and efficient service delivery leads to 
satisfied customers, which in turn leads to repeat sales 
and a relationship, further consolidating the firm’s position 
(Brozovic, Ravald and Nordin, 2015).

Many companies have realised that delivering superior 
quality services eventually creates a strong competitive 
advantage over their competitors. It will enable a business 
to have a successful competitive advantage over its rivals 
in today’s market-driven system (Shahraki, 2014; Khan and 
Fasih, 2014). Strategies which pay attention to significant 
points in instituting, preserving and growing relationships 
with customers and aspiring to satisfy the customer in all 
occasions will enhance the efficiency and effectiveness of 
an organisation in distinguishing the company’s customer-
orientated goals. This will result in a strong base of loyal 
customers in the long-run (Shahraki, 2014). Customer 
experience is created not only by elements that the service 
provider can control (e.g. service interface, atmosphere, 
assortment, price), but also by elements outside of their 
control, such as the influence of other customers or 
devices like smartphones that customers chose to use 
(McColl-Kennedy, et al., 2015). Reliability is the most 
important service dimension in meeting customers’ service 
expectations and pleasant surprise enables exceeding 
them (Berry, 2016). Value must be co-created throughout 
the exchange process (Cronin, 2016).

Service as a less tangible activity or set of activities 
that are typically but not necessarily performed in the 
interactions between customers. The satisfaction of the 
customer is a vital factor that not only forces the customer 
to remain loyal to the organisation, but also demonstrates 
a marketing mechanism through which other people are 
attracted towards the organisation. According to Khan 
and Fasih (2014), service quality is possibly the most 
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essential determinant of customer loyalty. Moreover, 
modifying the services according to the needs and 
demands of the customer will enhance the service offering 
further. Customers have greater access to marketplace 
information and are now demanding better services in 
terms of both improvement in existing services and also 
new services (Sok and O’Cass, 2015).

Organisations should recognise the importance of retail 
service quality as a tool to measure the perceptions of 
customers and must conduct studies to better understand 
their customers (Thenmozhi, 2014). Consumers are 
inclined to compare their experience of service quality 
with their pre-consumption expectations which results in 
emotionally established reactions that translate into the 
satisfaction or dissatisfaction with the product or service 
(Srivastava and Rai, 2013). Given the development and 
evolution of the service sectors worldwide, marketing 
researchers incessantly stress the importance of focussing 
on service quality to provoke favourable marketing 
outcomes of customer satisfaction and loyalty (Kashif, 
Rehman and Pilelience, 2014).

From a product perspective, product quality also affects 
an organisation’s reputation. Product quality is also seen 
as one of the important influencers of customer purchase 
decision-making. When the brand name and level of 
advertising are evident of product quality, a customer 
tends to use these cues instead of price. A purchaser 
who is uncertain about product information will choose to 
positively read to high quality signals from the advertising 
and make the purchases. By continuously improving the 
process of goods and services and building relationships 
with customers, companies are able to contribute to the 
value of the goods and service and create loyalty and 
satisfaction (Scott, Peng and Prybutok, 2015).

More organisations depend on the quality of the product 
and its configurations to be more effective in meeting the 
needs of customers which usually results in obtaining a 
competitive edge in the marketplace. Quality of product, 
such as appearance, performance and durability is 
an important determinant of a product’s success and 
profitability (Scott, et al., 2015 ). It is thus necessary for 
service providers to understand, acknowledge and pursue 

to meet and exceed the expectations and requirements of 
customers in the area of product and service quality.

The measurement of product and service 
quality levels

The assessment of overall customer satisfaction is an 
important element in marketing research and practice 
because it is considered as a barometer of business 
performance that predicts other key marketing variables, 
such as profit or loyalty (Audrezet, Olsen and Tudoran, 
2016; Aksoy, et al., 2015). Service Quality involves a 
comparison of expectations with performance (Amoako, 
2012). There are many alternatives available for measuring 
service and product quality. In terms of service quality, the 
measurement and achievement of service quality is found 
to be advantageous for organisations and will result in 
lower cost in the long-run, higher levels of customer loyalty 
and an eventual increase in market share (Kashif, et al., 
2014). 

Measuring product quality is easier because it can be 
measured objectively with indicators like durability and 
the number of defects, but service quality is an abstract 
item. Three assumptions about service quality can be 
made, which are that: service quality is more difficult for 
the consumer to evaluate than goods quality; service 
quality perceptions result from a comparison of consumer 
expectations with actual service performance, and; quality 
evaluations are not made solely on the outcome, they 
also involve evaluations of the process of service delivery 
(Angelova and Zekiri, 2011). The main reason to focus on 
quality is to meet customer needs and remain economically 
competitive in the same time, which emphasises that 
satisfying customer needs is very important for the 
enterprises to survive. The outcome of using quality 
practices is:

• Understanding and improving of operational 
processes;

• Identifying problems quickly and systematically;

• Establishing valid and reliable service performance 
measures; and
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• Measuring customer satisfaction and other 
performance outcomes (Amoako, 2012).

SERVQUAL, a widely used service quality measurement 
scale, focuses on five core dimensions, namely:

• Reliability: which is the capability of the service 
provider to deliver service accurately, over a 
consistent period of time;

• Responsiveness: which focusses on employees’ 
willingness to guide customers and look fully engaged 
while service is executed;

• Assurance: which pertains to employees that are 
knowledgeable, courteous, inspiring, and trustworthy;

• Empathy: which focusses on employees that should 
pay full attention to customers during service delivery; 
and 

• Tangibles: which relate to the appearance of the 
office, staff, furniture and other related materials 
(Zeithaml and Bitner, 1996).

Relationship Marketing in the Banking 
Industry in South Africa

Relationship marketing within the financial sector is based on 
various interactive components namely trust, commitment, 
intent to stay, communication, customer satisfaction, 
competence, switching costs, the attractiveness of 
alternatives, customisation and whether the relationship 
is mutually beneficial to buyers and sellers. Research in 
customer satisfaction has lead to a better understanding 
of service quality and customer expectations. Attention 
has evolved from a focus on customer satisfaction to 
a realisation that retaining customers and developing 
loyalty are critical for organisational success (Curasi and 
Kennedy, 2002).

The foundation of trust on which relationship marketing 
within the banking industry was traditionally built, was 
damaged during the 2008 financial crisis thereafter 

customers have found it difficult to trust the financial industry 
as a whole. Elements such as trust and commitment are 
viewed as key drivers of the intent to stay in the marketing 
relationship with financial providers, (Theron, Terblanche 
and Boshoff, 2013). 

Trust is largely influenced by customer satisfaction and 
is considered the foundation of repurchase behaviour 
and customers’ intent for repeat business with banks.  
Effective communication plays a key role in building trust 
with customers as their expectations are better managed. 
Collaborative communication influences the customers’ 
commitment to the relationship in a buyer-seller marketing 
relationship. When collaborative communication occurs, 
banks can increase trust and decrease uncertainty and 
vulnerability by customising services to the specific need 
of the customer. Customer satisfaction, customisation 
and how competent customers perceive their bank to 
be influence their decision to stay or to leave the service 
provider, (Theron, et al., 2013). 

Competence of a bank is defined as the extent to which 
the performance expectations are met by the transactions 
performed. Competence is also based on the perception 
of the customer as to how up to date the equipment 
and the general business skills are (Perry, Cavaye, 
and Coote, 2002; Theron, et al., 2013). Not all personal 
interactions between customers and a bank, can be 
labelled as relationships. A relationship is defined as an 
encounter where the interaction entails symmetry in the 
way the customer and the provider mirror each other. If 
this doesn’t happen, it is not perceived as a relationship 
and will not willingly engage in further business with the 
bank (Eriksson and Söderberg, 2010). Barnes (1997) 
distinguishes genuine customer relationships from artificial 
ones. Customer retention does not provide evidence of 
the existence of a relationship because a customer may 
have a variety of reasons for returning to the same service 
provider.

The decision to stay with the service provider is also 
greatly influenced by the switching costs otherwise 
known as the degree to which customers are locked into 
the bank. Switching costs thus deepen the customers’ 
commitment to the marketing relationship and their 
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intent to stay. If attractive alternatives are available in the 
market, customers often weigh up the switching costs 
with the satisfaction that they are likely to receive from the 
alternatives. When customers are unaware of alternatives 
or the benefits they offer, they are more likely to stay 
committed in the marketing relationship even if they are 
not satisfied with the service. (Theron, et al., 2013). 

Customers are more likely to commit to the relationship 
if the relationship is perceived as mutually beneficial. 
A key role of relationship marketing is to provide value 
to both the buyer and seller and the value to each can 
be enhanced if new benefits can be created. It is thus 
necessary for the marketer to understand customer 
behaviour in order for them to align their offerings with 
the target market (Bettis-Outland, Dorai and Varshney, 
2012; Theron, et al., 2013).

Customer experience is created not only by elements that 
the service provider can control (e.g. service interface, 
atmosphere, assortment, price), but also by elements 
outside of their control, such as the influence of other 
customers or devices like smartphones that customers 
chose to use in various situations (McColl-Kennedy, 
Gustafsson, Jaakkola, Klaus, Radnor, Perks and Friman, 
2015).

RESEARCH METHODOLOGY   

The population for this exploratory study was South 
African citizens older than 18 years with a valid bank 
account. The 2016 first year MBA students were asked 
to distribute a questionnaire on banking services as part 
of their Strategic Marketing assignment. Convenience and 
snowball sampling techniques were used and a total of 
441 fully completed responses were utilised in this study. 
The survey was administered online through the NMMU 
survey tool facility. 

The survey focused on the respondent’s opinions and 
feelings of their banking services. The respondents were 
requested to evaluate the extent to which they thought 
their banks should possess the features described by each 
statement offering specific services. The study used the 
proven SERVQUAL model and the five factors (tangibles, 
reliability, responsiveness, assurance and empathy) were 
investigated. 

The questionnaire was divided into five main sections. 
The first section obtained feedback relating to the 
demographics of the respondents. Information included 
age, gender, education, place of residence amongst 
others. The second, third and fourth sections collected 
information regarding the expectations of customers 
of their banking services with the fifth then collecting 
information on the actual service levels received. The 
comparison of expected and actual values then forms the 
basis of the gap analysis, management recommendations 
and marketing opportunities.

Descriptive statistics were calculated on the data 
collected. The reliability of the research instrument utilised 
and data reliability refers to the accuracy and precision 
of the measurement and the absence of differences if 
the research were repeated (Collis and Hussey, 2014). 
There are a number of ways of estimating the reliability 
of a scale measure namely; the external reliability, test-
retest reliability and internal reliability. Cronbach’s alpha 
coefficient is one the most widely used tests for checking 
the internal reliability of multiple item scales (Collis and 
Hussey, 2014). 

The Cronbach Alpha values of the items relating to the five 
SERVQUAL factors (tangibles, reliability, responsiveness, 
assurance and empathy) relating to the respondent’s 
opinions and feelings of their banking services are shown 
in Table 1. All values are above 0.70 indicating generally a 
moderate internal reliability. 



203

MARKETING MANAGEMENT

ISBN 978-0-620-71113-5

10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th September 2016  

 

 TABLE 1: CRONBACH ALPHA’S FOR QUESTIONNAIRE

Servqual factor Opinion of service offering Feelings about your bank

Tangibles 0.86 0.84

Reliability 0.85 0.87

Responsiveness 0.80 0.83

Assurance 0.81 0.86

Empathy 0.71 0.87

  

RESEARCH FINDINGS

The “Big Four” banks in South Africa are considered to 
be FNB, Standard Bank, Nedbank and ABSA. Therefore, 
the statistics shown in Figure 1 are consistent with this 
observation. In the sample obtained for this study, 39% 

(n=171) of the respondents bank with FNB, followed 
by Standard bank at 21% (n=94), Nedbank at 15% 
(n=64) and ABSA at 13% (n=59). 98% (n=423) of the 
respondents were South African, thus the analysis 
contained in this study may be useful to South African 
Banks. 

 FIGURE 1: BANKING SURVEY – NUMBER OF RESPONDENTS
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The majority of respondents (82%, n=362) are within 
the 26-50 year old age group, as depicted in Figure 2. 
This is in line with the population estimates by age for 
people who are able to work (20-60 year old’s) based on 
STATSSA (2015). The shape of the curve follows a normal 
distribution. The gender of respondents is split almost 

equally amongst males (47%, n=209) and females (53%, 
n=232). If banks are to improve their levels of service they 
should target males and females within the 26 to 50 year 
age category as this category has the greatest influence 
and represents the largest proportion of the population.

FIGURE 2: GENDER AND AGE OF RESPONDENTS

The demographic of South Africa reflects that 80.2% of 
the population is African, 8.8% Coloured, 8.4% White and 
2.5% Indian/Asian (STATSSA, 2015). Table 2 reflects 
the ethnic groups to which the respondents of the survey 
belong. The largest ethnic group of respondents were 
Black and constituted 61% (n=268) of the total sample. 
The second largest group was White which constituted 
20% (n=86) of the respondents. Therefore, although the 

demographic of the respondents is not perfectly aligned 
to the demographic of South Africa, it does include all 
of the various ethnic groups in proportions which would 
constitute the sample to be representative of various 
ethnic groups within South Africa.

TABLE 2: ETHNIC GROUP OF RESPONDENTS AND THEIR 

RESPECTIVE BANKS

Bank
Ethnic Group

Asian Black Coloured Indian White Other Total
ABSA 1 31 6 3 18 59
CAPITEC 35 3 38
FNB 1 109 15 10 35 1 171
STANDARD BANK 1 54 15 7 16 1 94
INVESTEC 2 3 2 5 12
RAND MERCHANT BANK 2 1 3
NEDBANK 4 35 8 5 12 64
Total 7 268 50 27 86 3 441
Percentage of Total 2% 61% 11% 5% 20% 1% 100%
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The questions in Section 2 (Opinion about banking 
services) of the questionnaire dealt specifically with how 
the bank facilities, employee appearance and customer 
service with regards to the timely provisioning of the 
services as perceived by the respondents. Table 3 reflects 
the feedback from respondents regarding what they value 

and expect from banks. An overwhelming majority, 92% 
Agree/Strongly Agree on all of the statements in the survey. 
Therefore, irrespective of gender, ethnic background, age, 
the level of income or level of education, the respondents 
were unanimous in their responses.

Table 3: Respondents Expectations of Banks in South Africa
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Percentage of 
respondents who agree 
or strongly agree

96% 92% 93% 94% 97% 93% 93% 98% 98%

Percentage of 
respondents who neither 
agree nor disagree

3% 7% 6% 5% 1% 5% 5% 1% 1%

Percentage of 
respondents who 
disagre or strongly 
disagree

1% 1% 1% 2% 2% 2% 2% 1% 1%

Total 100% 100% 100% 100% 100% 100% 100% 100% 100%

In summary, respondents agreed that banks should have 
up to date equipment, the banks facilities should be visually 
appealing and the banks’ employees should be well dressed 
and appear neat. Further, the respondents also agreed that 
the appearance of the banks facilities should be in-keeping 
with the service provided, the banks should be dependable, 
the bank should be sympathetic, the bank should commit 
to the service they promise to provide and that the bank 
should keep accurate records. This does not necessarily 
mean that they are receiving the service from their current 

bank, rather what they would ideally expect from their bank. 
Table 4 summarises the comparison of combined Strongly 
Agree/Agree responses which are represented by the 
expected values in comparison to the combined Strongly 
Agree/Agree responses for the corresponding questions 
in Section 5 of the survey which are represented by the 
actual values. Based on the 4 worst performing questions 
according to actual values, the data are analysed further 
with additional insight and recommendations provided for 
each.  



MARKETING MANAGEMENT
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  206
ISBN 978-0-620-71113-5

TABLE 4: BANK SERVICE LEVELS (EXPECTED VS ACTUAL)

Questions Expected Actual
The bank should have up to date equipment, for example, ATMs. 96% 84%
The bank’s physical facilities should be visually appealing. 92% 87%
Their employees should be well dressed and appear neat. 93% 88%
The appearance of the bank’s physical facilities should be in keeping with the type of 
services provided. 94% 87%
When the bank promises to do something by a certain time, they should do so. 97% 70%
When customers have problems, the bank should be sympathetic and reassuring. 93% 62%
The bank should be dependable. 93% 72%
The bank should provide their services at the time they promise to do so. 98% 71%
The bank should keep accurate records. 98% 81%

Figure 3 represents a gap analysis comparing the 
expected vs actual values for all these questions 
graphically. As can be seen from Table 4 and Figure 3, 
the expected values are consistently high, whereas all 
of these worst performing questions have a considerable 
gap in terms of the actual values. 

The Section 3 and 4 questions dealt specifically 
with communication and interactions between banks 

and their customers. Figure 4 denotes the graphical 
representation of the outcome of the responses received 
from respondents. Almost all of the respondents Agree/
Strongly agree that bank employees should get adequate 
support from the bank to do their jobs well, bank 
employees should be polite, customers should be able to 
feel safe in their transactions with their bank’s employees 
and customers should be able to trust employees of 
banks.
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Expected Actual

When customers have problems, 
the bank should be sympathetic 

and reassuring

Their employees should be well 
dressed and appear neat

The appearance of the bank’s 
physical facilities should be in 

keeping with the type of services...

The bank’s physical facilites 
should be visually appealing

The bank should have 
up to date equipment, for 

example ATM’s

The bank should keep 
accurate records

The bank should be 
dependable

The bank should provide 
their services at the time 

they promise to do so

The bank promises to do 
something by a certain 
time, they should do so

100%
90%
80%
70%
100%
60%
50%
40%
30%
20%
10%
0%

FIGURE 3: BANK SERVICE LEVELS - GAP ANALYSIS 

FIGURE 4: RESPONDENTS EXPECTATIONS WITH REGARD TO BANK EMPLOYEES
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Table 5 summarises the comparison of combined Strongly 
Agree/Agree responses which are represented by the 
expected values in comparison to the combined Strongly 
Agree/Agree responses for the corresponding questions 
in Section 5 of the survey which are represented by the 

actual values. Based on the 5 worst performing questions 
according to actual values, the data are analysed further 
with additional insight and recommendations provided for 
each.  

TABLE 5: RESPONSIVENESS, EMPATHY AND ASSURANCE (EXPECTED VS ACTUAL)

Questions Expected Actual

The bank should be expected to tell customers exactly when services will be 
performed. 97% 67%

It is realistic for customers to expect prompt service from employees of banks. 95% 71%

Their employees always have to be willing to help customers. 98% 77%

Banks should never be too busy to respond to customer requests promptly. 94% 82%

The bank should be expected to give customers individual attention. 92% 74%

Employees of the bank can be expected to give customers personal attention. 86% 69%

It is realistic to expect employees to know what the needs of customers are. 78% 55%

It is realistic for the bank to have their customers’ best interests at heart. 93% 56%

The bank should be expected to have operating hours convenient to all their 
customers. 88% 51%

Customers should be able to trust employees of banks. 95% 70%

Customers should be able to feel safe in their transactions with their bank’s 
employees. 96% 76%

Bank employees should be polite. 97% 79%

Bank employees should get adequate support from the bank to do their jobs well. 98% 67%

Figure 5 is a gap analysis comparing the expected vs 
actual values for all these questions graphically. As can 
be seen from this and the previous table based data, the 

expected values are consistently high for the most part, 
whereas all of these worst performing questions have a 
considerable gap in terms of the actual values. 
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Expected Actual

The bank should be 
expectd to have operating 
hours convenient to all ...

Banks should never be too 
busy to respond to customer 

requests promptly

Bank employees should  
be polite

Their employees always 
have to be willing to help 

customers

The bank should be expected to give 
customers individual attention

Customers shuld be able to feel 
safe in their transactions with 

their bank’s employees Employees of the bank 
can be expected to give 
customers personal...

Customers should be able to 
trust employees of banks

It is realistic for customers to 
expect prompt service from 

exmployees of banks

The bank should be expectd 
to tell customers exactly when 

services will ...

It is realistic for the bank to 
have their customers’ best 

interests at heart

It is realistic to expect 
employees to know 
what the needs of 

customers are

100%
90%
80%
70%
100%
60%
50%
40%
30%
20%
10%
0%

FIGURE 5: RESPONSIVENESS, EMPATHY AND ASSURANCE – GAP ANALYSIS

The gap of 37 percentage points between the 88% expected 
value and the 51% actual value for bank operating hours 
is extremely high, this shows the lowest overall actual 
value related to any question and therefore largest area 
for possible improvement, especially considering the high 
number of responses who Strongly Disagree/Disagree. 
Expected and actual values did not differ substantially 
between non-private and private banking clients, although 
non-private banking clients did Strongly Disagree/
Disagree more in terms of actual values in comparison to 
private banking clients. Capitec received close to 100% 
Agree/Strongly Agree in stark contrast to most other banks 
excluding Investec which also performed fairly well. FNB, 
Standard Bank and lastly ABSA which performed the worst 
all need to address this area. Key demographics seem to 

have limited impact, but what is significant is that there 
are substantial proportions of mid-high monthly income 
earners who Strongly Disagree/Disagree.

Private Banking 

50% (n=221) of the respondents of the survey indicated 
that they are private banking clients, a large percentage 
of the sample relative to the population. Figure 6 indicates 
where the respondents who are private banking clients 
actually bank. Interestingly, 43% of the private banking 
respondents bank with FNB, followed by Standard Bank 
at 18%. This could be due to the fact that most of the 
respondents overall bank with FNB, or alternately, FNB 
offers a good private banking service.
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NEDBANK
12%

ABSA
12%

CAPITEC
10%

FNB
43%

STANDARD
BANK
18%

INVESTEC
5%

FIGURE 6: PRIVATE BANK CLIENTS

72% of the respondents who are private banking clients 
earn more than R20 000 per month. The higher the 
household income, the more likely the respondent is to 
be a private banking client. Similarly, there is a strong 
relationship between the level of education and the value 
of the household income. This implies that the higher the 
level of education of an individual, the higher the earning 
potential of that individual and the increased likelihood that 
the individual would be a private banking client.

Research has indicated that 84% of clients rate their 
private bank or wealth manager good or excellent 
(Intellidex, 2015). Overall, respondents in this study who 
are private banking clients are more satisfied with the 
service received from their banks than other respondents. 
This could be due to the additional services offered by the 
bank for private banking clients which is in fact in contrast 
to some of the literature review findings. In most instances, 
private banking clients have a dedicated private banker 
whom they can contact for all of their banking needs. On 
this basis alone, private banking clients receive a better 
service offering.

CONCLUSION AND RECOMMENDATIONS

The S.A. banking industry is highly competitive and the 
success of banks lies in their ability to constantly adapt 
and offer new services to their clients in order to maintain 

a competitive advantage and differentiate them from 
competitors. The purpose of this research study was to 
investigate service levels in the banking industry of South 
Africa, with a view to providing a foundation for further 
research. 

The exploratory study found that opportunities exist for 
banks to improve on their marketing and service levels, 
while also needing to take into account demographic, 
cultural and geographical factors when providing banking 
services to clients. The results showed that clear gaps 
exist in terms of expected and actual values related to 
service levels provided by the major banks in South Africa. 

Based on the results from the exploratory research study, 
there are significant gaps in terms of expected and actual 
values related to service levels provided by banks in 
South Africa. The following expectations had the greatest 
disparity in this regard, although some banks (including 
those with a high proportion of private banking clients) 
did perform considerably better than others within some 
areas.  

Managerial Implications

Customers within the banking industry were found to seek 
a mutually beneficial buyer-seller relationship. Customers 
tend to not trust the financial industry as a whole which 
poses a challenge to marketers as trust forms the basis on 
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which a good marketing relationship is built. Customers 
often stay with their bank even if they are not satisfied as 
they are not aware of the offerings of the competitor. Herein 
lies a great opportunity for banks to market their services 
better. Managers should understand employees’ strategic 
importance, secure their proper internal education and 
ensure that they possess the skills, competencies and 
authority to help them generate appropriate solutions. They 
also must learn to perform their tasks in such a way that 
customers will want to return (Grönroos, 2007). In addition 
to the training that service employees receive which is 
functional (task-related) or relational (employee–customer 
relationships) attention must be given to employees’ skills 
to analyse the context to improve customer resource 
integration and the level of co-created value (Plé, 2016). 
Employees are critical in delivering services because 
services are delivered during the interaction between 
customers and employees (Sok and O’Cass, 2015).

Effective and collaborative communication strengthen the 
marketing relationship between buyer and seller and is 
made easier through online banking and mobile banking 
applications as it brings convenient, customised service 
to the customer. Demographics such as age and income 
play a key role in the adoption of mobile applications. 
Millennials in the age group of 26-35 years have the 
highest uptake, but customers over 35 years are more 
reluctant to use these platforms. However, in low income 
areas, especially rural parts of South Africa, the uptake 
of mobile banking applications is low and banks still use 
ATM’s to deliver high quality service at a low cost to the 
bank. The variety of Self Service Technologies used by 
banks is wide and expanding, for example, banks offer 
services via Internet, IVR, ATM and mobile channels (Lin 
and Hsieh, 2011).

Private banking clients in other parts of the world receive 
highly customised service, however, in South Africa, 
banks have been found to focus on the volume of private 
clients rather than the quality of the service they provide. 
A mismatch is found between the costs associated with 
private banking and the perceived benefits. Marketers may 
need to do an analysis of their private clients to see how 
they can better align themselves with their top customers. 
Insights from customer interactions can offer valuable 

development opportunities for the service provider. These 
opportunities yield returns only with the transfer of the 
insights back to the service provider’s organisation for 
implementation in service design practices- banks must 
listen to what customers are saying (Brozovic, Ravald and 
Nordin, 2015).

Further marketing research (including what operating 
hours would be most convenient for what types of services) 
into all areas of operation should be performed to identify 
the key aspects to be addressed. Possible extending of 
operating hours for physical branches, call centres and/
or private banking based on marketing research so that 
they are more convenient. Targeted marketing campaigns 
to build awareness regarding convenience of operating 
hours and also self-service banking facilities in relation to 
competitors as these would be key differentiating factors 
and selling points.

Limitations of the Study

The sample used for this exploratory study should not 
be considered representative of the target market and 
population for the following reasons:

• geographical location (Eastern Cape had largest 
representation with over 50% of respondents); 

• age groups (close to 50% of respondents were in the 
31-40 years age group);

• number of private banking clients (50% of 
respondents); 

• the spread of respondents across the respective 
banks (just under 40% of respondents banked with 
FNB); and

Respondents were also limited to people who had Internet 
access. 

Further Research

The sample used for the exploratory research should not 
be considered representative of the target market and 
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population. Further research is therefore recommended 
(including how banks that offer private banking can 
better align themselves with their top customers) before 
drawing final conclusions on the subject. In the interim, 
the management recommendations and marketing 
opportunities provided in relation to the areas of greatest 
disparity between expected and actual service levels 
can and should still be utilised as a starting point for 
improvement of existing service levels by the respective 
banks.
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ABSTRACT

A well-positioned internal marketing strategy can be 
central to achieve and sustain a competitive advantage, 
drive organisational change and enhance organisational 
performance. The aim of the study was to determine the 
perceived influence of the internal marketing elements 
people, positioning and performance, on the brand 
recognition and trust of the Council of Medical Schemes 
(CMS) as perceived by its stakeholders. The cluster 
sampling technique was applied to the study and a total 
of 636 respondents participated in the study. Structural 
equation modelling (SEM) was used to analyse the data 

through the application of AMOS software. The findings 
of the study indicate that the trust stakeholders have in 
the CMS brand could improve if its internal marketing 
efforts, focusing on employees and their performance 
are enhanced. The successful implementation of internal 
marketing programmes ensures positive relationships being 
built with stakeholders, resulting in trust being established 
between CMS and its stakeholders. A relationship of trust 
ultimately creates loyalty towards CMS.

Keywords: Internal marketing, Brand recognition, Trust, 
Medical schemes industry.
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INTRODUCTION

Increased competition in the services industry has 
led many organisations, such as the Council for 
Medical Schemes (CMS), regulator of medical aids, 
administrators and managed care organisations in South 
Africa, to implement new strategies to improve service 
quality. The nature of interactions, especially with regard 
to employee behaviour, affects the relationships with 
the various stakeholders, the brand and the trust of the 
organisation (Huang & Chen, 2013). To implement new 
strategies successfully, it is required to align employees’ 
attitudes to the vision and goals of the CMS. As such, 
internal marketing is useful in developing and maintaining 
a customer-oriented organisation, in which employees 
are properly informed, recognised and rewarded 
(Gummesson, Lusch & Vargo, 2010:14).  

Internal marketing contributes to the organisational 
culture, which is a complex system of shared norms and 
values that is shaped over time and affects the types and 
variance of organisational performances and behaviours. 
It helps individuals understand organisational functions 
and thus provide them with norms for acceptable 
performance in the organisation (Conduit, Matanda 
& Mavondo, 2014:1324). Hence, the application of 
marketing tools in the interaction between organisations 
and employees is not limited to the “p” as in traditional 
(product, price, place and promotion) and extended 
services marketing mix, (people, process and physical 
evidence) but to the management of the marketing mix in 
a unique process of exchange between the organisation 
and its employees (people), with the challenge of 
seeking a balance between their performances, so that 
the employee is satisfied with the internal exchanges 
and can deliver better service to the external customer 
(Cassundé, Cassundé Junior, de Farias & de Mendonça, 
2014:52).

To further enhance the development of competitive 
advantage and profits, positioning strategies, such as 
brand, product or service and organisation positioning 
should be used, as they make imitation by competitors 
difficult. Positioning is the reason that a target audience 
is interested in purchasing services or products 

(Blankson, Kalafatis, Coffie & Tsogas, 2014:163). 
Positioning is based on segmentation and differentiation 
of internal and external target markets.  In the CMS 
as a service organisation, the internal market is the 
employees servicing the external market, consisting of 
stakeholders, i.e. medical schemes, members of medical 
schemes, administrators, managed care organisations, 
government, the media and the public in general.

Hence, segmentation and differentiation of internal 
markets are important for organisations to ensure 
employees in the various segments or departments 
receive the correct training and support, since positioning 
of the internal market may have an influence on 
perceptions of the brand (Conradie, 2012:161). Internal 
marketing focuses on ensuring employees understand 
the objectives, performance and positioning of the 
organisation and be able to align these with their own 
values ensuring brand recognition (Matanda & Ndubisi, 
2013:1032). Hence, these internal marketing elements 
promote the formation of a corporate identity or collective 
mind to enhance trust in the brand (Keelson, 2014:4; 
Ahmed, Rafiq & Saad, 2003:1224). 

Many empirical studies (Huang and Chen, 2013, Keelson, 
2014, Cassundé et al., 2014 and Yao, 2013) on internal 
marketing have focused on outcomes at the employee 
level. Few studies, however, have explicitly examined 
the customer-related outcome of internal marketing, 
such as recognition and trust of the brand. In fact, despite 
a strong interest in the subject amongst marketing 
researchers, little research has been conducted related 
to brand recognition in service brands (Song, Hur & Kim, 
2012:331). This is relevant, because if internal marketing 
does not contribute positively to the recognition of the 
CMS brand, it could reduce its effectiveness as regulator, 
which could damage the trust of the brand. Additionally, 
if certain activities demonstrate ineffectiveness, they 
could be altered and improved, thereby creating an 
enhanced performance of employees and an improved 
positioning of CMS. Customers and stakeholders in a 
services environment begin to trust the brand through 
their experience during the consumption of the service, 
which is created by employees of the organisation 
(Keelson, 2014:4).  Therefore, internal marketing is a 
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very important component of service quality that fosters 
business success of an organisation (Keelson, 2014:3; 
Ismail, 2009:182). Internal marketing, through various 
training programmes, prepares employees to understand 
and appreciate their roles in positioning the organisation 
(Conduit et al., 2014:1324). 

As far as can be ascertained, no comprehensive study of 
the perceived influence of the internal marketing elements 
people, positioning and performance, on brand recognition 
and trust within a medical scheme environment has 
been reported before from a South African perspective. 
To address this research gap, the study wants to 
inform CMS that an effective stakeholder relationship, 
ultimately resulting in a positive recognition of the brand 
of the organisation, is achieved by acknowledging the 
needs of external stakeholders and translating these to 
internal stakeholders. Considering this, it is important 
that all employees of CMS recognise the impact of 
their performance on external stakeholders (Conduit 
et al., 2014:1324). Therefore, the creation of external 
customer value through internal marketing is essential 
for a favourable brand recognition and the subsequent 
development of long-term customer relationships, which 
will lead to loyal customers and higher profit margins 
benefiting employees, external customers and the 
organisation as a whole. Ultimately, the organisation will 
be regarded as trustworthy (Cassunde et al., 2014:52; 
Monk & Ryding, 2007:628).

PURPOSE AND OBJECTIVES  

Emanating from the research problem, the purpose of  
the survey conducted for this paper was to investigate 
the perceived influence of the internal marketing 
elements, people, positioning and performance, on the 
brand recognition and trust of the CMS as perceived  
by its stakeholders. The paper has the following 
objectives:

• To determine whether the perceived influences of 
internal marketing elements, people, positioning and 
performance, on brand recognition and trust of CMS 
are positive; and 

• To determine which element of internal marketing, 
i.e. people, positioning or performance, has the 
largest influence on brand recognition and trust of 
CMS.

HYPOTHESES

The following hypotheses were tested in order to assist in 
meeting the research objectives:

H1:  The influence of people, performance 
and positioning on brand recognition and trust as 
perceived by CMS stakeholders is positive.

H2:  There is a difference between the levels of 
influence of people, performance and positioning 
on brand recognition and trust as perceived by 
CMS stakeholders.

LITERATURE REVIEW

The seminal work of Freeman (1984:46) on internal 
marketing stated that the term stakeholder means any 
group or individual who can affect or is affected by the 
achievement of the organisation’s objectives. Preble 
(2005:407) provided a further analysis by suggesting 
that stakeholders are groups or individuals with diverse 
needs that have a vested interest in the operations of the 
organisation. The CMS stakeholders include, amongst 
others, medical schemes, administrators of medical 
schemes, brokers or intermediaries selling medical aid 
and servicing medical scheme members, managed 
healthcare organisations and the media. As defined in 
the previous sections, internal stakeholders of CMS are 
its employees.

Podnar and Jancic (2006:297), argue that the stakeholder 
theory holds that the organisation has to be seen 
throughout numerous interactions with its stakeholders. 
The unique characteristics of services also cause 
stakeholders to search for evidence of the service in 
each of their interactions with the organisation. Hence, 
the CMS has established various platforms of engaging 
with its internal and external stakeholders. 
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Internal marketing 

Internal marketing, also known as internal branding or 
employee branding, is viewed as equally important to 
external brand building or the brand management of 
customers (O’Callaghan, 2009:4). Ferdous, Herington and 
Merilees (2015:640) define internal marketing as an effort, 
which was planned and directed at employees to motivate 
them to implement and integrate organisational strategies 
that are aimed at orientation of customers, by using a 
marketing-like approach. The human element present 
in a services environment is a key factor distinguishing 
the services marketing from the marketing of physical 
products. This additional element of the service mix, 
namely people, provides stakeholders with evidence of the 
service in each of their interactions with the organisation 
and allow them to form their own judgement (Chen, Chen 
& Huang, 2012:107). This component of the marketing 
mix focused on the services sector can be fully controlled 
by the service organisation and can play a vital role in 
ensuring that marketing is customer focused, not product 
focused, as in the case of CMS.

Customers see frontline service employees as an integral 
part of the service experience and as a result, they 
often perform three distinct roles, namely are operations 
specialists, marketers and are part of the service product. 
These employees are perceived as boundary-spanners 
that provide a link between the external environment and 
internal operations. They have to perform two functions, i.e. 
information transfer and representation. They play a critical 
role in understanding, filtering and interpreting information 
to and from the organisation and its external stakeholders 
(Boshoff & Du Plessis, 2009:202). One way of motivating 
talented employees who have been trained and who 
understand their role in fulfilling customer expectations is 
to empower them to make certain decisions (El Samen 
& Alshurideh, 2012:86). Unfortunately employees cannot 
always control customer’s perceptions, but through 
marketing communications the expectations of the 
customer could be managed (Lovelock & Wirtz, 2011:27).

Grove, Fisk and John (2000:74) reiterated the importance of 
employee performance. Employees are a powerful element 
tool of stakeholder persuasion and a major parameter 

affecting the stakeholder’s perception on the delivered 
service quality (Constantinides, 2006:421). Performance 
of employees forms a critical part of the service offering 
by employees and is therefore regarded as an internal 
marketing mix element for the purpose of this study. In 
many industries, including the healthcare sector, success 
increasingly depends on the organisation’s capacity to 
learn about new developments and to improve resources 
available. The key to achieving better performance lies 
in the ability of the organisation to change when the 
environment demands it (Prouska, Psychogios & Rexhepi, 
2016:6; Mieres, Sànchez & Vijande, 2012:410).

Successful organisations realise that to create value for 
customers they have to attract, develop, motivate and 
retain employees who are capable of delivering service 
excellence (Angelis, De Lima & Siraliova, 2010:17-18). 
Therefore, recruiting the most talented employees and 
measuring their performance effectively are imperative 
for internal marketing, as at some stage employees 
also provide or receive a service from other employees 
(Ibhar Technologies, 2011; Bowers & Martin, 2007:91). 
It is the way in which the organisation is performing that 
will consequently create either a positive or negative 
brand recognition amongst customers (Ahmad, Ahmad 
& Shah, 2010:258). Furthermore, the way in which 
employees interact with internal and external customers 
and the particular services and products offered by the 
organisation, determine the position the organisation 
achieves (Angelis et al., 2010:10). The benefits offered by 
the organisation is articulated by the relevant employee 
segment and determine the desired positioning of the 
organisation. Hence, it is critical for an organisation to 
succeed in positioning itself as identified by its goals. Only 
then is it possible to reach the desired positioning in the 
external market place (Yang, 2008:30; Palmer, 2005:460).

As stated by Trivellas and Dargenidou (2009:386), internal 
positioning facilitates the development and implementation 
of effective internal marketing programmes. Effective 
positioning includes meaningful commitments of 
organisational resources to produce substantive value for 
customers, which must be consistent internally and over 
time (Lovelock, Wirtz & Chew, 2009:67). In their seminal 
work on internal marketing, Ahmed and Rafiq (2003:1179), 
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describe strategic internal positioning as the aim to create 
a package of tactical actions to overcome identified 
barriers and to fulfil employees’ needs. In addition to 
internal marketing, internal branding is increasingly being 
viewed as an important aspect in enhancing both brand 
and organisational recognition. The better employees 
are informed about the brand, the more comfortable they 
become in communicating brand values to stakeholders. 
Consequently, creating recognition of the brand not 
only allow employees to understand the brand, but also 
encourage employees to take ownership of the brand 
through their organisational responsibilities (Prouska et al., 
2016:6; Matanda & Ndubisi, 2013:1036; Devasagayam, 
Buff, Aurand & Judson, 2010).

Brand recognition

Customers are likely to identify the brand as being 
previously seen or heard when they receive a cue (Radder 
& Huang, 2008:233). Hoyer and Brown (1990:142) 
describe brand recognition as the process of perceiving 
a brand as previously encountered. According to Radder 
and Huang (2008:233), brand recognition is particularly 
important when a customer chooses a brand at the point of 
purchase. Psychology research has shown that recognition 
alone can result in more positive feelings towards nearly 
anything, including brands. Customers instinctively prefer 
an item they have previously seen to one that is new to 
them. They feel that the organisation has spent money 
to support the brand when they see the brand more than 
once (Aaker, 2004:11).

Advertising exposure, information search, salesperson 
interactions, choice, decision-making, purchase and 
ultimately product or service usage are capsulated in the 
customer’s memory and build up brand experience (Rogoll, 
2015; Dahlen, Lange & Smith, 2010:90). Methods and 
messages used in advertising are particularly important, 
especially when organisations want customers to self-
identify with the positive image the organisation wants to 
convey. The brand image communicates expectations and 
it is a filter that influences perceptions of the performance 
of the organisation (Ross-Wooldridge, Brown & Minsky, 
2004:165). Therefore, brands which are heavily supported 
by advertising result in higher brand recognition.

Conventional measures of recognition of brands and 
brand likeability indicated that the percentages of correctly 
retrieved items in customers’ minds are those items that 
are presented and marketed by organisations. However, 
the disadvantages of these measures are that they are 
overall indicators that do not differentiate between the 
strength and tendency of customer reactions to brands. 
Misinterpretations may occur and organisations may 
be focusing on wrong marketing programmes due to 
inaccurate conclusions drawn (Ye & Van Raaij, 2004:97). 
Therefore, organisations have to ensure a deeper 
understanding of the underlying components of brand 
recognition, such as determining whether customers are 
unsatisfied with the brand itself, or is it their conservative 
response tendency to say they “like” the brand (Rogoll, 
2015; Radder & Huang, 2008:233-235). Moroko 
and Uncles (2008:160, 161) stated that it is not only 
recognition of brands that enhances the overall brand 
perception of the organisation, but also informational 
cues, such as ambient factors and social factors, i.e. the 
number of frontline employees and their performance. 

Trust

Trust is at the core of any relationship and implies a variety 
of obligations and expectations for the participants of the 
relationship (Nyadzayo & Roberts-Lombard, 2010:14). 
It has been suggested by a number of authors that 
trust is the key to any long-term relationship and once 
established, unlocks a whole series of other relational 
benefits, such as commitment and loyalty. 

Trust partly depends on past experiences from interacting 
with another party and regardless of the reason for trust in 
a specific situation, the existence of trust in a relationship 
is a kind of insurance against risks and unexpected 
behaviour in the future (Morgan & Hunt, 1994:22). 

Similarly, satisfaction with the organisation’s brand can 
instil confidence and trust, and affect feelings towards 
the product or service and the customer’s experience 
(Oakenfull & McCarthy, 2010:281). By implication, a 
satisfied customer will have trust in the brand and not 
be inclined to switch to another brand. Story and Hess 
(2006:407) propose that satisfaction primarily leads to 
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functional connections between customers and brands. 
If brands behave appropriately, trust is built into personal 
connections. The combination of functional and personal 
connections results in committed relationships. A 
committed customer who is satisfied with the service of 
the organisation, is more loyal and less inclined to switch 
to another brand (Story & Hess, 2006:407). 

In order to enhance the trust in the brand of a service 
organisation, the organisation has to adapt its marketing 
activities to include internal marketing mix elements that 
will reinforce the brand recognition (Song et al., 2012:332). 
CMS quarterly reviews its organisational performance as 
prescribed by government and also to improve customer 
service (CMS, 2014). At the same time, employees’ 
performance is reviewed to measure performance and 
job descriptions are amended according to the strategic 
goals of the organisation (Kale & Sangita, 2014:33).  
However, no programmes are in place to enhance 
organisational performance or positioning of the brand 
by employees whereby CMS’ brand recognition and trust 
amongst employees and stakeholders will improve. 

RESEARCH METHODOLOGY

To achieve the objectives of survey, a structured 
questionnaire based on existing literature was 
designed to collect primary data from respondents. The 
questionnaire included a demographic section to classify 
respondents, being stakeholders. In the second section 
of the questionnaire, the internal marketing mix elements 
were tested and the third section focused on brand 
awareness, namely recognition of the brand and brand 
recall. A five-point Likert scale, ranging from ‘strongly 
disagree’ to ‘strongly agree’, was used for all questions 
within the questionnaire (Vagias, 2006:1). 

Cluster sampling was used to divide stakeholders of the 
CMS, as the goal was to draw a probabilistic sample from 
the population to describe the internally heterogeneous 
subgroups’ characteristics or parameters, based on 
statistics calculated from the sample (Aaker, Kumar, 
Day & Leone, 2011:345). In this study, the subgroups of 
stakeholders were the medical schemes, administrators, 

managed care organisations, intermediaries, media 
and other service providers. This study did not include 
employees, as the purpose was to determine the 
perceptions of external stakeholders of CMS. The 
sample size consisted of 5 700 stakeholders from CMS 
who were sent the questionnaire. SEM, in general, 
requires a minimum sample of at least five times as many 
observations as the number of constructs analysed. 
The more acceptable sample size would be ten times 
the number of constructs analysed (Hair, Black, Babin 
& Anderson, 2014:546). The measurement instrument 
in the study contained 75 constructs to be analysed, 
therefore the minimum required sample would be 375, 
and the maximum 750. A total number of 636 responses 
were received, which provided for a good sample. 

STRUCTURAL EQUATION MODELLING 

Structural equation modelling (SEM) was the statistical 
technique used for the study’s empirical investigation 
because SEMs are well recognised as the most important 
statistical method to evaluate a series of simultaneous 
hypotheses about the impacts of latent variables and 
manifest variables on other variables, and take the 
measurement errors into account (Hancock & Mueller, 
2013:118). It includes confirmatory factor analysis (CFA), 
path analysis and multiple regressions to estimate a series 
of interrelated dependence relationships simultaneously 
(Hair, Hult, Ringle & Sarstedt, 2016:136). 

The data analysis consisted of conducting descriptive 
statistics, such as the frequency distributions and means in 
order to summarise the sample data. SEM was conducted 
to determine the model fitness. Goodness-of-fit tests 
determine if the structural framework being tested should 
be accepted or rejected. Goodness-of-fit information 
included, for example, the Chi-square test (CMIN/Df), the 
Root Mean Square Error of Approximation (RMSEA), the 
Chi-square test of model fit (CFI/TLI). The validity of the 
questionnaire (measuring instrument) was considered by 
evaluating the validity of its constructs. Construct validity 
was verified by means of considering the factor loadings 
in the CFA (Hair et al., 2016:24; Wang, Chen, & Chen, 
2012:122). 
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RESULTS AND FINDINGS

The demographics of respondents were determined by 
applying descriptive statistics. The majority of respondents 
were in the age category 56 years or older (30.1%; n = 
192), followed by respondents between the ages 41 and 45 
years (16.4%, n = 104). Only 6 (0.9%) of the respondents 
were between 18 and 25 years old. The majority of 
respondents were male (58.5%, n = 372), with the rest 
being female (41.5%, n = 264). The highest number 
of respondents were white (76.1%, n = 484), followed 
by blacks (10.2%, n = 65) and Asian (7%, n = 45). The 
lowest number of respondents, 27 (4.3%) were coloured, 
next were “other”, who referred to Middle Eastern with 15 
(2.4%) respondents.

Confirmatory factor analysis

Confirmatory factor analysis was estimated for all 
constructs in the model to ensure validity and internal 
consistency. After inspecting the modification indices, the 
correlation matrix and the factor loadings, the items PRF4 
and BREC 4 were removed from the analysis because 
of low factor loading and validity concerns.  The factor 
loadings are presented in the Table 1.

TABLE 1: FACTOR LOADINGS

Constructs Items Factor loadings

People

PPL1 0,826

PPL2 0,857

PPL3 0,889

PPL4 0,876

PPL5 0,732

Performance

PRF1 0,896

PRF2 0,880

PRF3 0,828

PRF5 0,864

Constructs Items Factor loadings

Positioning

POS1 0,814

POS2 0,841

POS3 0,836

POS4 0,807

POS5 0,809

Brand recognition

BREC1 0,867

BREC2 0,865

BREC3 0,771

BREC5 0,773

Trust

TRUST1 0,929

TRUST2 0,913

TRUST3 0,906

TRUST4 0,832

TRUST5 0,886

All factor loadings vary from 0.7 to 0.9 and are above the 
cut-off of 0.5, suggesting that the items load very well into 
the constructs. 

Reliability and validity

The assessment of construct reliability involved the 
composite reliability (CR) and Cronbach’s alpha.  The 
values above the threshold of 0.7 suggest a good reliability. 
Factor loadings and average variance extracted (AVE) 
above 0.5 showed good convergent validity, as displayed 
in Table 2.

TABLE 2. VALIDITY AND RELIABILITY OF THE SCALES

Constructs Cronbach 
alpha CR AVE

People 0,919 0,921 0,702

Performance 0,924 0,924 0,752

Positioning 0,912 0,912 0,675

Brand recognition 0,890 0,891 0,673

Trust 0,951 0,952 0,799
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According to the table above, all the constructs reflect 
satisfactory reliability and validity. Since the measurement 
model is validated, the structural model can confidently be 
built. 

Structural equation modelling results

The structural model was performed in AMOS Graphics 
version 23 using the maximum likelihood as the 
method of estimation. An inspection of the modification 
indices suggested that in order to reach the model 

fit, the relationships between people, performance  
and positioning with trust respectively should be 
materialised in the model. After refining the model, the 
fit indices showed interesting fit indices. All assumptions 
being met, the model displayed satisfactory fit indices, 
as all items were within the acceptable cut-offs 
recommended in the literature (Hair et al., 2014; Kline, 
2011): CMIN/Df = 3.196; CFI = .960; TLI = .954; RMSEA 
= .063.

The graphical representation of the model is provided in 
Figure 1.

FIGURE 1: SEM MODEL
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Hypotheses results

The hypothesised relationships materialised in figure 1 are represented in Table 3.

TABLE 3: HYPOTHESISED RELATIONSHIPS

DV Variance 
explained IV β regression path p-value

Brand 
recognition 15%

People 0,049 0,618

Performance 0,044 0,741

Positioning 0,31 0,005

Trust 84%

Brand 
recognition 0,146 0.001

People 0,136 0,008

Performance 0,797 0.001

Position -0,068 0,247

Significance at the 0.05 level. 

According to the table above, the model explains 15% of the 
variation of brand recognition and up to 84% of the variation 
of trust. The values in red materialise the relationships that 
are not significant (p>0.05). Only positioning significantly 
predicts brand recognition (β = 0.31, p<0.05), while brand 
recognition significantly predicts trust (β = 0.146, p<0.05). 
Interestingly, the direct effect of people and performance 
on trust is significant, but positioning has a weak and not 
significant relationship with trust. The mediation analysis 
in the next section will determine how brand recognition 
mediates these relationships. 

Mediation analysis
The mediation analysis was conducted using a regression-
based approach. The computational tool developed by 
Hayes (2013), called PROCESS was used in SPSS 23 
as a macro. The bias corrected method was used in the 
bootstrap confidence interval applied in this mediation 

analysis. PROCESS produced the bootstraps lower and 
upper level of confidence interval, of the 1 000 bootstrap 
was coupled with a Sorbel test to estimate of the indirect 
effect.  Given that the relationships between brand 
recognition and people and performance respectively are 
not statistically significant, the mediation analysis for these 
variables could not be performed. The mediation analysis 
therefore only involved the variable positioning. 

As indicated in the model, mediation analysis of the effect 
of positioning on trust through the mediation of brand 
recognition accounted for the existing correlations between 
positioning and performance and people respectively. 
Therefore, when running the mediation, the variables 
performance and people were controlled for and entered 
as covariates in PROCESS. The results of the mediation 
analysis are summarised in Table 4. 
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Table 4. Summary of the mediation analysis

Variables Indirect, Direct and Total effects

Positioning

Indirect effect of positioning on trust

Effect Boot SE BootLLCI BootULCI p-value 
Sorbel Test

,0472 ,0158 ,0216 ,0839 ,0017

Direct effect of positioning on trust  

Effect SE T p LLCI ULCI

,1081 ,0490 2,2054 ,0278 ,0118 ,2044

Total effect of positioning on trust

Effect SE T p LLCI ULCI R-sq F

,1553 ,0501 3,1012 ,0020 ,0569 ,2536 ,7464 541,4834

Conclusion Partial mediation

According to the table above, this indirect effect is 
statistically different from zero as revealed by a 95% 
Bootstrap confidence interval that is entirely above zero 
(BootLLCI =,0216; BootULCI = ,0839). The value zero can 
therefore be confidently ruled out as a value of the indirect 
effect. There is therefore a partial mediation of brand 
recognition on the effect of positioning on trust. There is 
a significant effect of positioning on trust through brand 
recognition. It is important to note that this mediation effect 
(or indirect effect) is statistically significant, but weak (β= 
.0472; p< 0.05). 

RECOMMENDATIONS

The findings of the study indicated that the trust 
stakeholders have in the CMS brand could improve if its 
internal marketing efforts, focusing on employees and 
their performance are enhanced. Considering this, the 
following recommendations are provided:

Recommendation 1

Stakeholders seem to find that internal people 
(employees) have an influence on the brand recognition 
and trust of CMS, and to enhance this influence, CMS 
has to improve its programmes aimed at employees. In 
a services environment employees play a critical role 
because stakeholders base their experiences with the 
organisation on the encounter they have with employees. 
Thus, CMS should ensure that the training programmes 
it offers to employees create employees who are 
knowledgeable and customer-orientated which will lead to 
improved brand recognition and trust (Conradie, Roberts-
Lombard & Klopper, 2013:20). Knowledgeable employees 
feel empowered and confident to perform their roles 
better. Employees, who are allowed to participate in the 
strategy of the organisation, have a sense of belonging 
and sometimes very creative ideas develop from their 
participation. New employees could be welcomed by 
receiving something special on their first day. CMS can 
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provide proper induction training programmes to new 
employees and give them a token of appreciation for 
joining the organisation, whereby commitment will be 
established.

Recommendation 2

CMS should also continuously motivate its employees to 
empower them. This can be done through internal training 
programmes to enhance skills and knowledge. Incentive 
schemes are another manner in which employees can 
be motivated to empower themselves and showing 
initiatives in assisting stakeholders. These schemes  
do not have to be attached to a monetary value, but awards 
such as employee-of-the-month are an effective way to 
motivate employees. To enhance career development, 
bursary schemes could be introduced to improve  
skills and knowledge of employees. Open discussions 
are encouraged because talking about values creates 
bonding with others and committing to a meaningful 
common purpose. Marketing strategies should be shared 
with employees, and values, behaviours and cultures 
need to be entrenched in employees. Employees who 
believe in the values and goals of the organisation have 
more loyalty towards the organisation and are better 
motivated to provide service excellence. It does not matter  
how mundane an employee’s task is, by motivating, training 
and encouraging employees they can find meaning in their 
tasks, can contribute value to the organisation, and can 
serve a higher purpose, besides earning a salary.

Recommendation 3

Knowledge sharing is critical and employees with many 
years of experience within CMS should be encouraged to 
share their knowledge. Knowledge of employees can also 
be improved through job rotation. This is also an effective 
way to improve knowledge and skills transfer between 
employees, especially in a regulatory environment, such 
as CMS. Internal performance was emphasised as the 
internal marketing mix element with the strongest influence 
on trust in the CMS. Employees of CMS play a significant 
role in the performance of the organisation, and CMS will 
only be able to perform well if its internal performance is 
managed effectively. 

Recommendation 4

Appointing talented and fit-for-the-organisation employees 
is critical for the performance of CMS. Employees should 
have the same values as CMS and should be able to adopt 
the culture of CMS. Performance cannot be sustained if 
there is no measurement in place. Therefore, CMS has 
to measure employee performance, as well as the overall 
performance of the organisation (Conradie, Roberts-
Lombard & Klopper, 2014:21). CMS should measure 
performance to create a cycle of success based on both 
employees’ and stakeholders’ satisfaction. CMS will 
benefit optimally when employees and stakeholders are 
satisfied (MacIntosh & Doherty, 2010:107). Constructive 
feedback from employees should be encouraged and 
management and employees should be committed to one 
another. They should also have fun together, be helpful 
and compassionate about one another. Employees who 
are satisfied tend to put more effort in to ensure that the 
organisation performs better, and therefore continuous 
training and performance measurement are imperative 
to increase CMS’ overall performance. Furthermore, 
satisfied employees who are motivated to perform well, 
create satisfied and loyal stakeholders who have trust in 
the organisation.

Recommendation 5

Internal positioning was perceived by stakeholders to 
have the most significant influence on brand recognition. 
Internal positioning involves providing an appropriate mix 
of various benefits to different segments of employees 
that will motivate employees to achieve successful 
implementation of marketing and other strategies. Similar 
to external positioning, internal positioning is at the core 
of internal marketing programmes, because it includes all 
other marketing mix elements to address predetermined 
organisational goals. Therefore, CMS has to focus its 
positioning strategy on market analysis, which should be 
linked to the internal analysis.

Employees should be segmented and relevant training 
provided to the particular segment to ensure they are 
correctly positioned. It is only after CMS has positioned 
itself internally, that marketing plans can be developed and 



225

MARKETING MANAGEMENT

ISBN 978-0-620-71113-5

10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th September 2016  

 

implemented to strengthen the position of the organisation 
externally. Benefits to both employees and stakeholders 
have to be designed to ensure both internal and external 
stakeholders agree with the goals and objectives of 
CMS. Some initiatives that could be considered for the 
positioning include deciding which campaign to launch, 
events to participate in, possible employee rewards, 
what communication channel should be used, and what 
resources and budget are required. 

Recommendation 6

The manner in which employees interact with internal and 
external stakeholders and the particular services offered 
by CMS, would determine the position the organisation 
achieves (Angelis et al., 2010:10). Therefore, it is important 
for CMS to position itself internally as the employer of 
choice that displays its caring for employees whereby 
a well-recognised brand can be built. Employees with 
management positions should challenge the status quo, 
promote continuous improvement and reward excellence. 
Management should lead by example and should not avoid 
difficult decisions. CMS should invest in its employees and 
operations for creating enhanced brand recognition and 
trust in the organisation. They should meet commitments 
to stakeholders and employees on a daily basis to position 
CMS for optimal achievement.

CONCLUSION

CMS functions in a very complex healthcare industry and 
therefore it should recognise the importance of the brand 
being recognised by its stakeholders. CMS should be 
aware of the fact that the organisations’ efforts to serve 
stakeholders are influenced by their internal marketing 
programmes aimed at employees. Furthermore, CMS 
has to realise that the marketing mix elements, people, 
performance and positioning have an influence on the trust 
its stakeholders have in CMS. Successful implementation 
of internal marketing programmes ensures positive 
relationships being built with stakeholders, resulting in 
trust being established between CMS and its stakeholders. 
A relationship of trust ultimately creates loyalty towards 
CMS. 
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ABSTRACT

Youth-at-risk in the Western Cape are faced with various 
challenges such as poverty, unemployment, drug and alcohol 
abuse and an uncertain future. Online youth information can 
help young people to find the right information and take their 
own informed decisions. The Internet is a powerful source 
of information and communication, as well as an integrated 
part of the social environment of young people. A deep 
understanding of the users’ needs, the youth, is crucial for 
building a successful online service. An online service must 
meet the user needs, and one way to understand those 
needs is through the creation of personas. The personas 
method allows for describing the users’ characteristics, goals, 
motivations behind those goals, skills and demographic 

profile. User research (interviews and focus groups) were 
conducted in rural areas of the Western Cape in South Africa 
to build personas of youth in the Western Cape. The user 
research, together with a literature study of services offered 
on current South African youth websites, were conducted to 
produce a list of online service categories required by youth 
of the Western Cape. The resulting deliverables of this study 
are youth personas and proto-personas for the Western 
Cape, as well as recommended categories of services for 
an online presence, such as government websites.

Keywords: User research; Personas; Proto-Personas; 
User-centred design; User Experience; Youth services; 
e-Government.
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INTRODUCTION

Youth play an important role in the South African society. 
A number of challenges often faced by “youth-at-risk” 
include unemployment, ill health, drug abuse, alcohol 
abuse, and crime (Iipito and van Zyl, 2014). According 
to the Youth Development Strategy (Western Cape 
Government, 2013), young people do not know where 
to find information and have further difficulty in finding 
youth information online (Di Antonio, 2011). With limited 
government facilities in rural areas, it is important that the 
youth have easy access to online information.

E-Government is fast becoming a priority in Sub-Saharan 
Africa with many governments using digital platforms 
(Nkohkwo and Islam, 2013). This growing importance 
stems from the fact that e-Government has the capability 
of promoting better governance, transparency, raising 
service performance and eliminating bottlenecks in the 
service delivery process (Nkohkwo and Islam, 2013). The 
focus of this study is on the youth of the Western Cape in 
South Africa. A literature study of available digital youth 
services in South Africa was conducted. Additionally, 
user research in rural areas was conducted by means 
of interviews and focus groups. The deliverables of this 
paper are youth personas and recommended youth 
service categories for government and other digital 
presences.

The paper is organised as follows: Section 2 describes 
the problem being investigated and Section 3 the 
research objectives. Section 4 provides the theoretical 
background on user research, Cape Access, personas 
and proto-personas, and current youth websites 
available in South Africa. Section 5 explains the user 
research methodology. The youth personas (Section 
6) and recommended services and service categories 
(Section 7) are discussed and are the key deliverables of 
this paper. Section 8 concludes the findings and provides 
suggestions for future research.

The recommendations of this study have implications for 
government officials, website designers, User Experience 
(UX) professionals and the private sector offering service 
to the youth of the Western Cape.

THE PROBLEM INVESTIGATED IN THIS 
RESEARCH STUDY

The Western Cape Government (WCG) developed 
a Youth Development Strategy with the purpose of 
creating more support, opportunities and services for all 
young people to better engage with their environment 
and successfully mature into responsible, independent, 
productive, healthy and stable adults (Western Cape 
Government, 2013). South African youth face challenges 
in finding employment, maintaining their health, drug and 
alcohol abuse, as well as crime (Iipito and van Zyl, 2014). 
Additionally, a challenge facing the South African youth 
is limited participation in the economy (Western Cape 
Government, 2013). The youth do not know where to find 
information that can assist in these issues (Di Antonio, 
2011; Western Cape Government, 2013). 

One of the priorities of the Youth Development Strategy 
is to create a web portal with consolidated information on 
youth services, support and opportunities (Western Cape 
Government, 2013). The focus of this study is to provide 
information about the potential users (youth) of such online 
portals, as well as potential content (service categories).

RESEARCH OBJECTIVES 

The focus of this study is two-fold:

• Conduct user research in order to create personas 
and proto-personas that represent the youth of the 
Western Cape; and

• Provide a list of service categories and services that 
the youth of the Western Cape can use online.

This leads to the three research questions driving this 
study: 

• RQ1: What current online services exist for the Youth 
of the Western Cape;

• RQ2: What personas can represent the youth of the 
Western Cape; and 
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• RQ3: What online service categories can be offered to 
meet the needs of youth of the Western Cape.

In order to answer the research questions, a literature 
study of available digital youth services in South Africa 
was conducted. Additionally, user research in rural areas 
was conducted by means of interviews and focus groups. 

LITERATURE REVIEW

The following literature study discusses user research, the 
Cape Access programme, personas and youth websites in 
South Africa.

User Research

User research helps to identify and prove or disprove 
assumptions, find commonalities across target audience 
members, and recognise their needs, goals and mental 
models (UXbooth.com, 2016). User research refers 
to the data collection and analysis activities required 
to characterise the users, the tasks they perform and 
the context of use before product development begins 
(Preece, Sharp and Rogers, 2015). The user research 
process includes (Pretorius, 2012): studying people 
deeply, ideally in their context; exploring not only their 
behaviour, but also the meaning behind the behaviour; 
making sense of data using inference, interpretation; 
analysis and synthesis; and using those insights to point 
toward a design, service, product or other solution.  The 
Pretorius Institutionalise User Experience in Government 
(IUXG) Methodology, (step D6) was used to inform the 
user research of this study (Pretorius, 2012).

A combination of focus groups and one-on-one interviews 
were selected for this user research study. Focus groups 
and one-on-one interviews are useful techniques for 
exploring and mapping reasons for attitudes, behaviours 
and gaining an understanding of how target audiences 
approach issues (Gov.uk, 2014). Focus groups and 
interviews are appropriate user research techniques 
in order to get an understanding of a target audience 
(Usability.gov, 2016). Focus groups are moderated 
discussions with a group of users, informing learnings 

about user attitudes, ideas, and desires (Usability.
gov, 2016). Interviews are discussions with users that 
demonstrate how a particular user works. They enable 
the researcher to obtain detailed information about a 
user’s attitudes, desires, and experiences (Usability.gov, 
2016).

When conducting user research, Smillie (2013) states 
that “no matter what you learn, you can’t go wrong”. If 
convictions are wrong, something new is learnt that 
helps to evolve thinking and build a better product. If 
convictions are correct, one has more data to back up 
these convictions. User research is a “win-win situation 
and it is never too late to start” (Smillie, 2013). The user 
research for this study was conducted at Cape Access 
e-Centres in the Western Cape.

Cape Access

As public services and products become more interactive 
and increasingly offered solely online, it is important not 
to exclude anyone from using these services (Zoon, 
Cremers and Eggen, 2014). The WCG has Cape Access 
e-Centres in rural areas throughout the Western Cape. 
Cape Access is a programme that provides access to 
ICT to less privileged and rural communities across the 
Western Cape (Cape Access, 2016). These communities 
are often marginalised and economically excluded, due 
to their limited access to information sources and modes 
of communication (Cape Access, 2016). Additionally, 
the resources available to them are often out of date. 
Cape Access aims to create opportunities for social 
change and economic growth by making state-of-the-
art ICT more widely available. Cape Access provides 
rural communities with computers and Internet access. 
Citizens can apply to become members of Cape Access 
where they have access to free: use of computers; access 
to the Internet; access to e-mail; printing; basic computer 
training (e-Learner); accredited computer training 
(International Computer Driving Licence (ICDL)); access 
to government information and services; and access 
to job, business and research information. The Cape 
Access Project has established 56 e-Centres across the 
Western Cape (as of July 2016). Figure 1 illustrates the 
youth at a Cape Access e-Centre.         
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FIGURE 1: YOUTH USING THE INTERNET FACILITIES AT A CAPE ACCESS E-CENTRE

Personas and Proto-personas

A digital service’s acceptance depends on the user 
experience that it provides to its users (Ferreira, Silva, 
Oliveira, and Conte, 2015). The digital service must 
meet the user needs, and one way to understand those 
needs is through the creation of personas (Ferreira et al. 
2015). The personas method allows describing the users’ 
characteristics, goals and skills (Ferreira et al. 2015). 
Designers may attend to only certain types of users and 
uses, and neglect others (Massanari, 2010). The personas 
method has become a useful tool in mapping out the diverse 
users who may interact with a human-centred system. 
Personas represent groups of users (Cooper, Reimann, 
and Cronin, 2007); therefore it is important that personas 
are informed by user research (Bedford, 2015). Personas 
are a conduit for information about users and work settings 
derived from user research, such as ethnographical studies, 
usability studies, focus groups, interviews and observations 
(Bedford, 2015). The user research conducted in this study 
included focus groups and interviews (Section 5). 

Traditional personas are usually researched in-depth to 
create validated representations of an organisation’s target 
audience (Gothelf, 2016). On the contrary, proto-personas 
start with assumptions, and then research is conducted to 
validate assumptions (Gothelf and Seiden, 2013). Proto-
personas are a variant of the typical persona, with the 
important difference that they are not initially the result of 
user research (Gothelf, 2016). Instead, they originate from 
brainstorming workshops where company participants 
attempt to encapsulate the organisation’s beliefs (based on 

their domain expertise and gut feeling) about who is using 
their product or service and what is motivating them to do 
so. Proto-personas give an organisation a starting point 
from which to begin evaluating their products and to create 
some early design hypotheses (Gothelf, 2016).

Two persona deliverables of this research include:

• Personas for youth in rural areas of the Western 
Cape, informed by user research in rural areas; and

• Proto-personas for youth of urban areas of the 
Western Cape, informed by internal workshops with 
WCG staff.

Pretorius and Sangham delivered a set of personas for 
all citizens of the Western Cape (2016), with a focus on 
the WCG Portal (www.westerncape.gov.za). Personas 
for citizens in rural areas making use of Cape Access 
e-Centres were also delivered (Pretorius and Sangham, 
2015). The focus of this study is specifically on personas 
and proto-personas for youth of the Western Cape.

Youth websites and online services in South 
Africa

Services offered by youth websites in South Africa were 
investigated. During the analysis, the services were 
divided into four main themes, namely: education and 
government; youth challenges; jobs, internships and 
bursaries; and money matters. The services identified are 
listed in Table 1.
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TABLE 1: A COMPARISON OF SERVICES OFFERED ON YOUTH WEBSITES IN SOUTH AFRICA

Education and 
government Youth Challenges Jobs, internships and 

bursaries Money matters

National Youth Development Agency - nyda.gov.za/Pages/default.aspx
NYDA Youth Service 
Programme
Youth build Programme
NYD Branches

Career Guidance
Youth Volunteering
Jobs Database and 
Matching services
Internships
Bursaries
Business opportunities 
Support service
Co-operative support
Tenders
In-service training

Student Village - studentvillage.co.za
Institutions 
Tutorials
Courses 
Graduate student 
exhibition
Exams: what’s the worst 
that can happen?

5 Things to stop doing 
when you’re drunk
Jobless after graduation

CV
Recruiters
Industries
Find a Job (Job search)
Do you have what it takes 
to be an entrepreneur
Bursaries

Youth Village - youthvillage.co.za
10 Study Tips for 
Matriculants in SA
A Nerd’s Guide to 
Surviving first year in 
tertiary
Top 10 Business schools 
in SA
SA online courses
Top 10 Tips to improve 
your matric results

Youth advice
Pregnancy
Rape
HIV and Aids
Disability
Physical abuse
Problem Gambling
Alcoholism
Depression
Epilepsy

Jobs portal in SA
Bursaries
Internships
Learnerships
Scholarships
Funding and grants
Career advice 
CV templates 
Interviews
Business funding and 
Grants
Business tools and advice

Top 10 Best SA Savings 
Accounts
10 investment mistakes 
you should avoid
10 secrets to creating a 
successful budget
10 reasons why you 
should avoid credit cards
The importance of paying 
Tax

Love Life - Lovelife.org.za
Where to study (List of SA 
tertiary)

Drugs and Alcohol
Contraception
The low-down on condoms
What’s my risk of HIV?
Sexually transmitted 
infections
Sex for money
Living positively with HIV

Volunteer opportunities
Entrepreneurship
Events and Training
Bursaries
Internships
Learnerships

Ikamvayouth - ikamvayouth.org
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Education and 
government Youth Challenges Jobs, internships and 

bursaries Money matters

Tutoring
Operation Fikelela 
( e-Literacy) 

Career guidance
Mentoring
Volunteering
Internships
Year beyond

Student Brands - Youth portal South Africa - studentbrands.co.za
Where to study
First year’s first Exams: A 
whole new ballgame

Student Jobs
Entrepreneurs
Competitions
Student businesses
Internships
Bursaries

How to make extra money

The skillsportal - skillsportal.co.za
Schools
Universities
FET Colleges
Education Apps
Distance eLearning
Politics

Youth Development Training Companies
Job listing 
Skills Guide
Labour Law
Small business
Learnerships
Bursaries

Consumer Protection Act
SARS

Standard Bank youth Portal - studentachiever.standardbank.co.za
Be an exchange student
Varsity Guide
School Guide
Be an Exchange student

Career 101
First Job: What to Expect
Be an entrepreneur
Get a bursary
Join a grad programme

Budgeting basics
Credit cards 101
Manage debt
The cost of living
To buy or rent?
Travel 101
Take a Gape year

The sites and services listed in Table 1 answers RQ1 of 
this study: “RQ1: What current online services exist for 
the Youth of the Western Cape”. Services from Table 1 
are used to inform the personas (RQ2), as well as the 
recommended online services and service categories 
(RQ3). The next section discusses the user research 
conducted to inform RQ2 and RQ3.

USER RESEARCH METHODOLOGY

The goal of user research is to learn “as much as you can 
about who your users are and what motivates them so that 

you can design products that meet their needs” (Buley, 
2013). Two rounds of user research were conducted in 
order to deliver the personas (Section 6) and recommended 
service categories (Section 7). User research consisted 
of one-on-one interviews and focus groups. The focus of 
this paper is not on the individual results of each study, 
but rather on the personas and service categories as 
deliverables.

Round 1

This study uses a sub-set of participants from a larger 
user research studies conducted to inform personas for 
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the Western Cape Government (Pretorius and Sangham, 
2016) and personas for Cape Access e-Centres (Pretorius 
and Sangham, 2015). Portigal (2013) recommends 
that “rather than asking people to come to you to be 
interviewed, go where they are”. Screening questionnaires 
were sent to the managers of each Cape Access e-Centre. 
The manager passed on the questionnaires onto 
citizens using the e-Centres and returned the completed 
questionnaires to the interviewers (authors of the study). 
The criterion for selection was based mainly on availability 
of youth participants. User research was conducted at 
Cape Access e-Centres situated in rural areas at the 
following e-Centres: Swellendam, Mosselbay, Bongolethu, 
Robertson, Kwanokuthula, Dysselsdorp, Riversdale and 
Zolani. Seventeen youth participants took part in interviews 
and focus groups, seven participants below 20, and 10 
participants between 21 and 25. 

These young adults visited the e-Centres to find jobs, 
information on studying further, bursaries and internships 
and to complete university and college assignments. 
During the research it was observed that each e-Centre 
was overwhelmed by young citizens. E-Centre staff noted 
that children visited e-Centres after school to do homework 
and play games. Table 2 lists a summary of the themes 
and results of this study. Selected comments from the 

participants included: “I use Cape Access to find out what 
and where I can go study and to look for bursaries”; “During 
holidays we offer a life-skills programme for matrics. This 
is our own initiative”; “I am looking for last year’s exam 
papers”; “I need information to help me make the right life 
choices.”

Round 2

User research (interviews and focus groups) was 
conducted with nine youth participants at the Zolani Cape 
Access Centre (aged 18 to 24). Participants were selected 
based on availability. When participants were asked about 
their current occupation; two indicated that they were in 
Grade 12 (matric), two were university students, one was 
a volunteer and four of the participants were unemployed. 
All participants indicated the need to study further. 

The biggest challenges described by the youth of Zolani 
were: teenage pregnancy; drug and alcohol abuse and 
a high unemployment rate. The respondents highlighted 
the following as information that they constantly look for: 
jobs; bursaries; financial assistance for studying further; 
university application; and additional assistance in matric 
subjects. A summary of the themes and results of these 
studies are listed in Table 2.

TABLE 2: SUMMARY OF RESULTS

Mobile devices The majority of participants had smartphones. Those who did not have smartphones 
indicated their intention to purchase one soon. 

Languages

The most spoken languages in the Western Cape, according to the South African 
2011 Census results, are Afrikaans (49.70%) followed by Xhosa (24.72%) and then 
English (20.25%). Afrikaans, Xhosa and English were identified as the most used 
languages by participants. The results indicated that the younger generation prefers 
to view digital services in English, whereas older people require their own language.

Jobs and unemployment

Participants highlighted the search for jobs as one of their main reasons for visiting 
Cape Access e-Centres. In order to apply for jobs, they also create and update their 
CVs. Staff members spend many hours assisting citizens to create and type CVs, 
as most new visitors do not know where to start. Participants also search for career 
advice, such as different career paths.
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Education: school

Students mainly use the e-Centres to complete homework and print assignments. 
Grade 12 students use the Internet to find past exam papers. They also conduct 
research on what they need to pursue specific career paths, such as marks required 
and subjects needed.

Education: university and 
college

Participants mainly used the Internet to search for universities and careers. They 
search for bursaries and internships, which also influences their career paths. 
Current students also work on their assignments, print assignments and submit 
assignments online.

Training provided at 
e-Centres

Many participants completed or were in the process of completing the free training 
provided by Cape Access. Participants undertook training to gain more e-skills. 
Improved e-skills assist them to find employment; improved career paths; and 
pursueing university education. Participants found it valuable and want more such 
opportunities. 

e-Skills

The e-skills of participants ranged from none to high. All participants had the 
motivation to improve their e-skills. The participants with none to low e-skills felt 
that the training would open up more opportunities for them in life. The majority of 
participants visited the e-centres at least one hour per week.

Empowering the 
community

Several older participants not employed by the e-Centre, provided assistance to 
other users visiting the e-Centres. Assistance included: helping with the courses 
provided, helping with homework and CVs. Several school students led workshops 
and study groups to share their knowledge with other students. Participants also 
noted that the e-centre and free Internet “keeps the people off the street” and especially 
helps the youth spend their time effectively.

Additionally, workshops were conducted with WCG staff 
members in the User Experience team. The workshops 
focused on reviewing results from rounds 1 and 2 in 
order to inform the creation of youth personas and proto-
personas. 

Youth personas for the Western Cape

The user research listed in Section 5 informed the 
development of youth personas for the Western Cape. 

When based on user research, personas support user-
centred design throughout a project’s lifecycle by making 
characteristics of key user segments more salient 
(Bedford, 2015). Personas represents the major user 
groups, goals, needs and expectations; and explicitly 
do not cover every conceivable user (Grudin and Pruitt, 
2002). 

Table 3 provides four personas based on the user 
research conducted in rural areas. 
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TABLE 3: PERSONAS FOR WESTERN CAPE YOUTH FROM RURAL AREAS

Demographics Goal Required information

Sisipho
Age: 18
Occupation: Matric student
Location: Zolani
e-Skills: High
Language: English

I want access to past exam papers, so that 
I do well in my final year exams. I want 
to be admitted into university for nursing 
so that I can achieve my goal of being a 
professional nurse. I am looking for a bursary 
or scholarship to finance my studies. I need 
a list of universities along with the courses 
they offer. 

• Past exam papers
• List of universities
• Financial aid

Niyaas
Age: 23
Occupation: Entrepreneur
Location: Swellendam
e-Skills: Good
Language: Afrikaans

I want to start my own business as a web 
designer. I want my business to grow and 
be financially stable so that my family 
and community can benefit from it. I am 
constantly looking for financial assistance 
and information on how to run a business. 

• Gain business skills
• Information on starting a business
• Business funding 
• Business programme
• Access to internet 

Thandi
Age: 24
Occupation: Unemployed
Location: Zolani, Ashton
e-Skills: low
Language: isiXhosa

I am looking for a bursary, internship or job. 
I want to start a career so that I can provide 
for my family. I need to be able to find a job 
quickly so that I can work. I need to find a 
bursary if I want to study. 

• Career advice
• Jobs, internships and bursaries
• List of universities and colleges.

Riaan
Age: 17
Occupation: Grade 11 
student
Location: Oudtshoorn
e-Skills: Good
Language: Afrikaans

I want to quit drinking, so that I can focus on 
building a better future for myself. I want to 
study social work so that I can give back to 
my community. I want to be able to talk to 
someone who can help me in my journey of 
trying to overcome my addictions, so that I 
can focus on achieving my dreams.

• Help with drinking
• Drug problem

Table 4 provides four proto-personas based on assumptions 
made on users from urban areas, through studies and 

workshops with staff. Future research will be conducted in 
urban areas to validate these assumptions.
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TABLE 4: PROTO-PERSONAS FOR WESTERN CAPE YOUTH FROM URBAN AREAS

Demographics Goal Required information
Mishka
Age: 18
Occupation: Matric 
student
Location: Southern 
Suburbs, Cape Town 
e-Skills: Good
Language: Afrikaans

I want to study further, so that I can 
find a great job where I am happy 
and successful. I have big dreams 
and want to be a good example to my 
community and family. I am looking for 
a bursary or scholarship to pay for my 
studies towards a BCom. 

• Career advice
• Bursaries and scholarships
• Western Cape 
• Government job opportunities for insight 

into what she needs to learn to embark on 
her career path.

Samantha
Age: 22
Occupation: Single mom
Location: George 
e-Skills: Good
Language: English

As a single parent I want to provide the 
best care for my three year old son. I 
need information on what support is 
available to assist single moms. My 
first pregnancy came as a surprise and 
would like more information regarding 
sexual health and how to prevent 
pregnancy. I need a more stable job 
so I can provide a better life for myself 
and my son. I earn a low to medium 
salary and would like to apply for a 
government house.

• Finding a Job
• Writing a CV
• Preparing for job interview
• Sex education
• Government house

Max
Age: 14
Occupation: Grade 8 
student
Location: Knysna
e-Skills: Good
Language: isiXhosa

I love technology – I want to join 
groups, where I can learn more about 
building and creating things. I want to 
know about youth activities happening 
in my area and surrounding areas. 

• Youth events and Youth Facilities. 
• Sports and holiday programmes

John
Age: 21
Occupation: Unemployed 
Journalism Graduate
Location: Cape Town
e-Skills: High
Language: English

I have just completed my degree 
in Journalism and want to join an 
internship programme at a newspaper 
or media house. I want to gain 
fundamental skills that will kick start my 
career as a Journalist. I am constantly 
looking for internships that are suitable 
for my set of skills requirements. I 
have my own blog and hope to write 
for News24 or Mail&Guardian one day. 

• Find internships or employment in 
Journalism

• Interview advice

Recommended youth services

The European Youth Information and Counseling Agency 
(ERYICA, 2009) advise that online youth information must 
be based on the needs of young people. Further, online 
youth information must be understandable for young 

people and presented in an attractive way (ERYICA, 
2009). Table 5 provides recommended categories, 
derived from the literature study and user research, for 
a youth web portal (Section 2.4). Such a youth portal 
could advance the e-Government maturity of the Western 
Cape. 



MARKETING MANAGEMENT
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  240
ISBN 978-0-620-71113-5

TABLE 5: RECOMMENDED YOUTH SERVICE CATEGORIES

Service categories Descriptions
Jobs, Internships and Career 
Advice

Finding a job, writing a CV and preparing for a job interview.

Schools, Universities and 
Colleges

Subject selection, help for matrics (Grade 12) and a list of universities and 
colleges.

What can I do after School? List of careers, bursaries and internships, and starting your own business.
Life Skills and Becoming 
Independent

Getting a learners and drivers licence, applying for an ID, enrolling to vote, 
housing and saving money.

Dealing with Youth Challenges Counselling and helplines, alcohol and drug abuse, teen pregnancy and sex 
education.

Activities for Youth Free Internet and training at Cape Access, Rlabs, youth cafes, sport and 
holiday programmes.

I Need someone to talk to Speak to someone who can assist you (contact numbers, social media, 
e-mail, live chat).

The youth employment crisis is currently one of the greatest 
development challenges facing Africa (Anyanwu, 2016). A 
recommended category for digital youth services is “jobs, 
internships and career advice”, where content should 
include advice for finding a job, writing a CV and preparing 
for a job interview. One of the most important needs of 
participants of this study, was the need for assistance with 
school work (using the Internet for homework assignments), 
subject selection in school, and a list of universities 
available. The “schools, universities and colleges” category 
is recommended to provide such information. Participants 
were also interested in finding information on what they can 
do after school: what careers are available, study options 
and starting their own business.

It is important that the youth be aware of critical life 
information (Iipito and van Zyl, 2014). A recommended 
category to provide content on these topics was introduced: 
“life skills and becoming independent”. The biggest issue 
that faces the youth in sub Saharan Africa is the issue of 
sexual and reproductive health (Ringheim and Gribble, 
2010). The “dealing with youth challenges” category aims 
to address advice in this area, as well as counselling, 
helplines, alcohol and drug abuse.

Sport and culture development is key to getting the youth 
off the streets and away from drugs and gangs (Herald, 
2014). Many of the schools in the areas most affected 
by gang violence do not offer school sport and cultural 
activities (Herald, 2014). A category, listing activities such 
as free Internet and training at Cape Access e-Centres, 
youth cafes, sport and holiday programmes, is proposed. 
Additionally, the category “I need someone to talk to” is 
recommended to provide the youth with help numbers, 
social media contacts, e-mail assistance, as well as a 
potential live online chat. 

CONCLUSION 

The wellbeing of youth sectors is important for the 
expansion and stability of South Africa and is therefore 
a notable research area (van Zyl and du Preez, 2013). 
The first research question of this study was: “What 
current online services exist for the Youth of the Western 
Cape”. A literature study was conducted to investigate the 
current South African online services offered to the youth  
(Table 1).
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It has become increasingly common, perhaps even 
required, for organisations to include user research as the 
foundation to the design and development process. User 
research can be used to understand how people live their 
lives, in order to more effectively respond to user needs 
with informed and inspired design solutions. The personas 
method has become a useful tool in mapping out the diverse 
users who may interact with a human-centred system 
and promotes a more holistic understanding of the users 
involved. The second research question of this study was: 
“What personas can represent the youth of the Western 
Cape?”. Eight personas were delivered, four from rural 
areas (Table 3) and four from urban areas (Table 4). The 
personas from rural areas were based on user research 
conducted in rural areas (Section 5). The proto-personas 
from urban areas are based on assumptions from previous 
studies and workshops with WCG staff members. The 
latter needs to be validated as future research in urban 
areas. These personas are not only useful for Government 
to understand the youth of the Western Cape, but business 
can use these personas for their services to youth of the 
Western Cape. Table 1 indicated several businesses, 
besides government, providing services to the youth. The 
third research question of this study was: “What online 
service categories can be offered to meet the needs of 
youth of the Western Cape?”. Seven service categories 
were recommended to address the needs of youth in the 
Western Cape (Table 5). 

Future studies will include new user research to test 
the recommended categories and services with youth 
citizens. The focus of this user research was in rural 
areas. Once proto-personas are created, it is imperative 
that researchers take them into the field to begin 
validating their accuracy (Gothelf, 2016). Additional user 
research is required to validate and compliment the initial 
set of proto-personas for the the Western Cape youth 
from urban areas. Future studies need to conduct user 
research in urban areas. Future research will include 
studies in other provinces of South Africa using these 
personas as a basis to build personas for South Africa 
and other provinces of South Africa. E-Government for 
Citizens in the Department of the Premier of the Western 
Cape Government is thanked for their support to make 
this research possible.

REFERENCES

• Anyanwu. J. 2016. Analysis of Gender Equality in 
Youth Employment in Africa. 2016 Allied Social Science 
Associations (ASSA) Convention, San Francisco. 3-5 
January 2016. 

• Bedford, A. 2015. Personas Make Users Memorable 
for Product Team Members. Available at: http://www.
nngroup.com/articles/persona/. [Accessed 06 Jul 
2016].

• Buley, L. 2013. The User Experience Team of One: 
A Research and Design Survival Guide. Rosenfeld 
Media. p.26.

• Cape Access. 2016. About Cape Access. Available 
at: http://www.westerncape.gov.za/capeaccess/about-
cape-access. [Accessed 18 Jun 2016]

• Cooper, A., Reimann, R. and Cronin, D. 2007. 
About face 3: The essentials of interaction design. 
Indianapolis: Wiley.

• Di Antonio, E. 2011. How young people look for 
information online: A survey of views in six European 
countries. Available at: http://jeugdinfotheek.be/how-
young-people-look-information-online-survey-views-
six-european-countries. [Accessed 18 Jan 2016].

• ERYICA. 2009. Principles for Online Youth Information. 
Rotterdam, Netherlands, Available at: http://eryica.org/
page/principles-online-youth-information. [Accessed 
18 Jan 2016]. 

• Ferreira, B., Silva, W., Oliveira, E. and Conte, T. 2015. 
Designing Personas with Empathy Map. SEKE 2015, 
pp.501-505.

• Gothelf, J and Seiden, J. 2013. Lean UX: Applying 
Lean Principles to Improve User Experience. O’Reilly 
Media Inc. 

• Gothelf, J. 2016. Using proto-personas for executive 
alignment. Available at: https://uxmag.com/articles/



MARKETING MANAGEMENT
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  242
ISBN 978-0-620-71113-5

using-proto-personas-for-executive-alignment. 
[Accessed 19 Jun 2016].

• Gov.uk. 2014. Focus groups, mini groups, and 1:1 
interviews. Available at: https://www.gov.uk/service-
manual/user-centred-design/user-research/focus-groups-
mini-groups-interviews.html. [Accessed 25 Jun 2015].

• Grudin, J. and Pruitt, J. 2002. Personas, participatory 
design, and product development: An infrastructure for 
engagement. Proceedings of PDC 2002, pp. 144-161.

• Herald. 2014. Sport, culture can keep youth off the streets.  
Available at: http://www.heraldlive.co.za/sport-culture-
can-keep-youth-off-the-streets/. [Accessed 18 Jan 2016].

• Iipito, H. and van Zyl, I. 2014. Youth Empowerment: 
The Role of Service Design and Mobile Technology in 
Accessing Reproductive Health Information. Proceedings 
of the 13th Participatory Design Conference, pp. 103-106.

• Massanari, A. 2010. Designing for imaginary friends: 
information architecture, personas, and the politics of 
user-centered design. New Media & Society 12(3), pp. 
401-416.

• Nkohkwo, Q. and Islam, M. 2013. Challenges to the 
Successful Implementation of e-Government Initiatives 
in Sub-Saharan Africa:A Literature Review. E-Journal of 
e-Gov 11(2), pp.253-267.

• Portigal, S. 2013. Interviewing Users: How to Uncover 
Compelling Insights. Rosenfeld Media.

• Preece, J., Sharp, H. and Rogers, Y. 2015. Interaction 
Design-beyond human-computer interaction, John Wiley 
& Sons.

• Pretorius, M.C. 2012. A Methodology to Institutionalise 
User Experience in a South African Provincial Government. 
Doctoral Thesis, Nelson Mandela Metropolitan University, 
Port Elizabeth, South Africa.

• Pretorius, M.C. and Sangham, I. 2015. “Moving the Focus 
to the User: Personas for Rural Area Users of Digital 

Services”. 9th International Business Conference. Victoria 
Falls, Zambia. 20-23 September 2015.

• Pretorius, M.C. and Sangham, I. 2016. Personas informed 
by User Research for the Western Cape Government. 
Proceedings of the 16th European Conference on 
eGovernment. Ljubljana, Slovenia, 16-17 June 2016. 
Pp.162-169.

• Ringheim, K. and Gribble, J. 2010. Improving the 
Reproductive Health of Sub-Saharan Africa’s Youth: A 
Route to Achieve the Millennium Development Goals. 
Washington, DC: Population Reference Bureau, 
2010. Available at: http://www.prb.org/Publications/
Reports/2010/youthchartbook.aspx.[Accessed  
14 Jan 2016]

• Smillie, K. 2013. User Research is the Most Important 
Thing You’re Not Doing. Available at: http://katiesmillie.
com/startups-need-to-do-more-user-research/. 
[Accessed 25 Jun 2015].

• Usability.gov. 2016. User research basics. Available at: 
https://www.usability.gov/what-and-why/user-research.
html. [Accessed 19 Jun 2016].

• UXbooth.com. 2016. Complete beginner’s guide to 
UX research. Available at: http://www.uxbooth.com/
articles/complete-beginners-guide-to-design-research/. 
[Accessed 19 Jun 2016].

• Van Zyl, I. and du Preez, V. 2013. Youth at risk –
envisioning a design response. Proceedings of the 
12th International Conference on Social Implications 
of Computers in Developing Countries. Ocho Rios, 
Jamaica.

• Western Cape Government. 2013. Youth Development 
Strategy. Available at: www.westerncape.gov.za/assets/
departments/wc-youth-development-strategy.pdf. 
[Accessed 29 Jun 2016].

• Zoon, H., Cremers, A., and Eggen, B. 2014. Include a 
Toolbox of User Research for Inclusive Design. Creating 
the Difference, p. 113.



243

MARKETING MANAGEMENT

ISBN 978-0-620-71113-5

10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th September 2016  

 

TRADING EXPERIENCE AND MARKERTING STRATEGIES 
USED BY HAWKERS 

T. MAKHUBELA 
University of Johannesburg, Johannesburg, South Africa

enigmaticsheba@gmail.com 

B. NYAPFUNGWE
University of Johannesburg, Johannesburg, South Africa

nbetinah@gmail.com 

SHEPHERD DHLIWAYO
Contact author details

Department of Business Management, University of Johannesburg, PO Box 524, Auckland Park, Johannesburg, SA  2006

Tel: 027 11 559 1689              Cell 027 83 733 7675
sdhliwayo@uj.ac.za 

ABSTRACT

Due to the informal nature of hawking, scholars often 
assume that hawkers do not use any formal marketing 
strategies. This is not the case and the trading experience 
acquired over time has an effect on the extent to which 
these strategies are applied. 

The primary objective of the study was to investigate 
the correlation between trading experience and the use 
of marketing strategies and between trading experience 
and performance. The unit of study was hawkers trading 
in the city centre of Johannesburg, South Africa. In the 
current harsh economic environment, hawking provides 
livelihoods to many families, whose economically active 

members cannot secure jobs on the formal job market. 
Hawkers are an important feature of most developing 
economies and so ensuring their sustenance should be 
a priority of the various stakeholders. They face various 
hostile working environments, such as, police harassment 
and internal constraints, such as a lack of managerial 
experience. A structured questionnaire was distributed to 
120 hawkers in the Johannesburg central business district. 
All were used to determine the marketing strategies used 
as well as the resultant performance of their businesses. 
Significant statistical relationships were found between 
marketing strategies used by hawkers and the period of 
trading. Trading experience was found to be negatively 
correlated to pricing strategies as well as to financial 
performance. 
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The study provides a South African perspective of the 
marketing strategies employed by hawkers to make their 
businesses sustainable. The micro enterprise sector is 
not usually researched from a business perspective, but 
from a socio-economic, poverty alleviation bias. Hawkers 
can use this information to improve their current practices 

and government authorities can also help to make the 
micro businesses more professional and provide further 
marketing education to enhance competitiveness.

Key words: hawkers, marketing strategies, performance

INTRODUCTION

South Africa is currently experiencing an unfavourable 
economic climate and this has led to an increase of 
participants in the informal sector. The loss of formal jobs 
and failure to create new ones has resulted in the increase 
of the unemployed. For example, the South African formal 
sector shed 15000 jobs in the first quarter of 2016 (StatsSA 
2016). It is some of these unemployed who take to street 
trading or hawking to eke a living and support their families.

In most African countries, street hawking is embarked on as 
an economic activity for the survival of the family (Usman 
2010). Street trading usually falls within the category of 
informal economic activities (Bromley 2000, Mitullah 2004, 
Bhowmik 2005, Skinner 2008, Muzaffar, Huq & Mallik 
2009). A hawker is a person who offers goods for sale to the 
public without in most cases a permanent built-up structure 
from which to sell (Bhowmik 2002). Jensen (2003) is of 
the belief that limited education and professional training 
characterise most hawkers. Liedholm and Mead (2013) 
typically believe that hawkers and small traders are micro 
and small enterprises (MSE) and involve activities which in 
most cases are operated by one person, working alone. 

Due to rapid urbanisation, lots of people find themselves 
without formal jobs, resulting in hawking (Tan & Ding 
2008). Poverty is also prevalent in South Africa as 60% 
of the population lives in poverty and have turned to self-
employment as a means of survival (Mensah & Benedict 
2010).   

A large number of unregistered street traders operate under 
constant threat of eviction and harassment by officials as 

a result of the informal nature of their operations where 
at times they do not conform to municipal bylaws (Walsh 
2014). This has been seen in many cities around the world 
such as in Kolkata, India, where the operation was dubbed 
“sunshine” and in Zimbabwe or Johannesburg where 
the operation was dubbed Operation “Murambatsvina” / 
“Clean-up campaign.” (Manganga 2007). They are often 
victims of government’s “clean up campaigns” where they 
face police harassment, but despite evictions they keep on 
returning to their designated areas of work (Walsh 2014). 

PROBLEM INVESTIGATED

As a result of the failure of the formal and usually bigger 
companies to create jobs, there is a growth of the informal 
sector. This sector often referred to as the second economy 
tends to absorb those who cannot secure jobs in the formal 
sector or retrenches. Due to the varied backgrounds of the 
traders and the nature of the business itself, the trading 
experience varies a lot. It is a sector which is easy to 
enter and exit. The informal nature of operations poses a 
number of challenges to operations. This includes failure 
to abide by municipal bylaws, meeting tax obligations and 
overall suspicion by customers in terms of the legality 
of operations. This results in police harassment, arrest, 
confiscation of goods among a host of negative business 
reactions from authorities, customers and competitors. 
However due to the numerous challenges, the attrition rates 
are very high.  This results in traders with varying trading 
experiences, (new comers and old timers). The issue 
which arise is whether the new traders master adequate 
marketing strategies in order to sustain operations. If new 
traders join the sector with limited trading experience 
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are they able to quickly master the marketing skills and 
utilise them at a level that will improve business / trading 
performance? However, considering the challenges faced, 
it is surprising that they remain in business sustaining the 
business and themselves. Sustainability imply that they 
are able to compete with the formal sector that offer similar 
products.

RESEARCH OBJECTIVE

The study’s objectives were to ascertain if there are 
correlations between trading experience (measured by 
period trading) and the marketing strategies employed by 
hawkers. It also analysed if there is a correlation between 
trading experience and financial performance.

LITERATURE REVIEW

Due to the nature of hawking, which borders on formal 
and informality, it is often assumed that the sector does 
not practice any form of marketing strategies. Literature 
however points to the contrary. Tavory and Swidler (2009) 
mention that hawker’s use a variety of strategies to craft 
their space for easy identification by customers and that 
is marketing on its own. Hawkers might not change or 
create a production system, but they do introduce new 
products and new marketing strategies (Kloosterman 
& Rath 2003). A study done by Mthombeni, Anim and 
Nkonki-Mandleni (2014) shows that hawkers make use of 
the four P’s of marketing such as price, product, promotion 
and place. Tavory and Swidler (2009), identified marketing 
by hawkers as a dimension that delineates one array 
of possible meanings within which some action can be 
understood. These strategies include, standardization 
and recognisability in pushcart and stalls presentation, 
performance of hygiene, solicitation, and familiarity of 
services (Tavory & Swidler 2009).

Different types of hawkers market their products differently 
depending on the area in which they are selling, and they 
often establish their businesses in those areas of the city 
with the highest pedestrian traffic (Butcher & Verayutham 
2009). There is limited research on small scale traders, 

due generally to the informality of their operations. As a 
result, little is known about attrition or failure rates. The 
entrants / exit rates are greatly dependent on the ability or 
failure of the formal economy to create or shed jobs. It will 
therefore be interesting to establish the period of hawking 
experience and how this relates to marketing strategies as 
well as performance. 

Each of these strategies is briefly discussed then the 
correlation with experience and financial performance is 
presented at the end of the review.

Physical location

Hawkers prefer downtown locations where pedestrian 
traffic is very high (Kebbed 2004, Manganga 2007). 
The business location strategy has an impact on sales 
volume and therefore sustainability (Mthombeni et al., 
2014, Rosales 2012). Location is an extremely important 
element in the hawking business. Hawkers choose their 
selling sites on the basis of potential customers, frequency 
of passers-by, proximity to where they live and affordability 
of rentals (Tissington 2009). These include high density 
residential areas, high transportation transfer nodes or 
near commercial centers where there is a flow of large 
numbers of people (Bhowmik 2010). Geographical location 
though, is often a trade-off between safer locations and 
less profitable high-risk, more profitable locations (Kebbed 
2004, Manganga 2007). However, Rosales (2012) points 
out that at times areas of low density and less pedestrian 
traffic may be chosen so as to reduce risk of police raids 
and harassment and therefore try to balance the risks and 
benefits. 

Location may also depend on the type of commodity 
a hawker sells and the space available in the market 
(Bhowmik 2010, Asiedu & Agyei-mensah 2008). However 
recent studies have shown that modern hawkers do their 
business at one spot so as to create long term customer 
relationships (Tavory & Swidler 2009). Rosales (2012) 
agrees that hawkers nowadays operate on places where 
they feel comfortable and able to generate profits. 

The other location element of the hawking business is 
“mobile” which enhances product distribution. Andreassen 
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and Tribhuwan (2003) notes that some hawkers may 
choose to be stationery, operating from permanent stands 
such as town pavements. Male hawkers for example, 
were found to be mobile, selling their products from push-
carts and bicycles Bhattacharyya (2001).  Lubell (1991) 
identified mobile hawkers as the ones doing better in terms 
of performance as compared to stationary ones because 
they move around to find potential consumers. According 
to Banik (2011) most customers prefer the mobile hawkers 
to bring their products where they are. Banik (2011) also 
points out that location enhances the sustainability of the 
hawking business, whether it is mobile or stationery. 

Nirathron (2006) states that a mobile hawker has direct 
access to the buyers, therefor is less dependent on 
location. According to Mitullah (2004) customer relations 
can develop when street hawkers operate their business 
from one spot for a long time because customers know 
where to always get the products they need. However 
those who are mobile may also establish customer 
loyalty because they get to be known through the regular 
visits. It is therefore assumed that a hawker who is more 
experienced would use more suitable place strategies. 

The study therefore hypothesises that, (Hypothesis 
1, H1), that there is a significant positive correlation 
between trading experience and the use of relevant place 
(distribution) strategies. 

Product

Hawkers have direct contact with consumers, therefore 
they know what exactly is needed. (Banik, 2011). Cummins 
and Harvey (1996) observed 74 female hawkers handling 
over 30 different commodities, ranging from vegetable, 
and cash crops to indigenous vegetables such as okra. A 
wide range of products increases their sales revenue and 
profit margins (Mthombeni et al., 2014). In addition, Arora 
and Taore, (2010) also confirms that hawkers are the 
main distribution channel for a large variety of products for 
daily consumption. Such trends in diversification include 
different types of unusual or organic produce as well as 
baked goods, preserves, animal products, cut flowers, 
and bedding plants, all of which can potentially increase 
profit margins (Planck 2004). Hawkers offer wide varieties, 

qualities and affordable prices on vegetables (Bezemer 
2006, Bhowmik 2005, Muzaffar, Huq, & Mallik 2009). 

Researchers at Rutgers University found that nearly 
90% of consumers rated the quality of products sold by 
hawkers as excellent or very good (Govindasamy, Italia 
& Adelaja 2002). Street hawkers use different methods 
and structures to display their commodities which can be 
baskets, containers, and packaging. This enhances the 
appearance, smell, taste, edibility and freshness of the 
products (Agnello & Moller 2004).

The study assumes that for one to be in a position to know 
exactly what is needed by customers at a particular location 
and be able to serve the particular market well, this will 
dependant on ones’ trading experience. The expertise to 
source and deliver, wide varieties of different commodities 
and maintaining good quality is built over time. The more 
the experience the more the use of product strategies.

 The study therefore hypothesises that, there is a significant 
positive correlation between trading experience and the 
use of relevant product strategies (Hypothesis 2; H2).

Price

Pricing of vegetables has a significant impact on vegetable 
sales. Hawkers prefer to display the selling prices on the 
vegetables than negotiating the price with customers 
(Parker & Sommer 2011). Suitable pricing methods play 
an important role in maximizing profitability when selling 
at farmers’ markets (Planck 2004). Street hawkers’ prices 
of products are lower than those sold in the established 
markets (Wallace 2001, Arora & Taore, 2010), and the 
urban poor benefit from this (Bhowmik 2005, Zetter & 
Watson 2006). 

Fruit and vegetable hawkers typically display the price 
list and they charge each consumer based on his or her 
willingness to pay (Mehta 2006). Most of the time the 
hawkers negotiate the prices and quantity of the product 
sold. According to Kapila (2009), in the pricing process, 
hawkers extract as much consumer surplus as they can, 
rather than charging a uniform and competitive price. This 
ability to negotiate prices, knowing the floor price, under 
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which they will break even, is acquired with experience. 
Failure to negotiate appropriate prices can result in 
business failure. This knowledge of the cost structure 
and a variable pricing structure is gained with time. It is 
expected therefore that the more the experience, the more 
the use of relevant pricing strategies. The third hypothesis 
3, (H3) states that, there is a significant positive correlation 
between trading experience and the use of relevant pricing 
strategies. 

Promotion

Promotions need to be motivational to stimulate and drive 
an action. No matter the message, promotions should 
be the face of a marketing effort and must provide an 
appealing message about the product and the business 
(Chesapeake Fields Institute, 2004). At the most basic 
level, those with experience advice that food without 
prices doesn’t sell well (Planck 2004). Hawkers depend on 
objects to grab the attention of prospective customers and 
on thoughtful sales practices to convince them to buy. In 
this way, vendors rely on acts of active solicitation (Rosales 
2012). As stated by (Bhowmik 2010) hawkers’ income 
and investment are very low, therefore their profitability 
depends on the stall presentation and products on display 
so as to attract customers. Some of the hawkers in this 
study do use pamphlets, product displays, and signage at 
point of sale (mainly price tags). Most cannot afford formal 
promotion media such as newspapers, radio, magazines 
or TV, hence they rely on word of mouth. They also resort 
to “promotions” in that “specials” are regularly offered to 
increase sales of, for example “old stock” about to become 
stale. 

Trading experience is likely to affect the extent these various 
promotion strategies are used. The well-established 
hawkers may consider themselves already well known, 
and would find no need to promote themselves further. 
There might be less creativity in product displays, use of 
pamphlets and signage or offer of specials. Alternatively, 
these more experienced hawkers may utilise more 
alternative promotion strategies in-order to generate more 
sales. They may feel that they have reached a saturation 
point and therefore try alternative promotion strategies to 
improve sales. They may also know what works and what 

doesn’t work due to the experience gained over the years.
It is hypothesised that, there is a significant positive 
correlation between the trading experience and the use 
of relevant promotion strategies (Hypothesis 4, H4). 

Trading experience

The life cycle of the average business spans approximately 
10 to 15 years and the risk of closure is highest during 
the first five years of operations. And in ten years’ time 
half the start-ups would have closed shop (Dunn & 
Bradstreet 2011). Since risk is highest during the first five 
to ten years, it would be important to find out if the use of 
relevant marketing strategies is dependant of experience. 
Marketing plays a critical role in the survival or failure of 
micro businesses.

Chiliya and Roberts-Lombard (2012) stress that the 
successful performance of a micro business is greatly 
influenced by the length of time that a particular micro 
business has been in operation; the longer the business 
has been running, the more likely it is to be successful.  Lin 
and Chang (2013) emphasize an amiable personality, good 
skills and knowledge of market opportunities available 
are some of the major tools that allow the micro business 
owner to win over customers and to run a successful 
business.

Kithae, Kimani, Mutinda and Mburia (2013) argue that the 
main constituent of a micro business that determines its 
success is the product or service offered. The abilities of 
the business owners to offer the best products or services 
for the public is dependent on experience. Trading / 
business experience will have an effect or a relationship 
with the use of various marketing strategies. The study 
assumes that the use of relevant marketing strategies will 
enhance business success. In this study, the period one 
has been operating is equated to the traders’ experience. 
There might be a weakness in measuring business 
experience this way, since time does not necessarily imply 
accumulation of experience of knowledge or expertise. 
The authors believe however that this is still a good 
and valid measure since the actual experience acquired 
within a given period cannot easily be isolated from prior 
exposures.
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Business performance 

Small and micro enterprises are a growing phenomenon of 
interest and importance to the economy which is why most 
research emphasizes their performance and significant 
success factors. Ciemleja and Lace (2011) identify five 
measures of performance for any micro enterprise, namely 
income, financially stability through profitability, the level of 
skills and capabilities of employees. This can also be seen 
to be in line with Simpson, Padmore and Newman (2012) 
illustrate the measures of performance as an excellent 
return on investment, a thriving business environment, 
the efficiency of the micro business itself and the success 
thereof as a whole. 

Kebbed (2004) stated that it is wrong to assume that all 
informal activities such as street hawking consist of hand-
to-mouth economic activities performed by urban residents. 
According to Saha (2011) the profit margin of the hawker 
who sells raw materials such as vegetables and fruit is 
impressive compared to other categories of hawkers. 
Asiedu and Agyei-Mensah (2008) note that street hawking 
activities have provided opportunities for some people to 
make a living in difficult spatial and economic settings. 

Manganga (2007) went on to clarify that the money raised 
from hawking helps the hawkers to pay school fees for 
children, groceries and other household requirements. In a 
study of informal trading in the inner city of Johannesburg, 
Tissington’s (2009) findings were that people survived on 
their hawking businesses and that many street hawkers 
were the only source of income for both their immediate and 
extended families. The profitability of business is enhanced 
by experience. The more one has been in business the 
more the relative chances of success. This would be based 
on the assumed accumulated skills to better manage it. It is 
therefore hypothesised that, there is a significant positive 
correlation between trading experience and the financial 
performance of hawkers businesses (Hypothesis 5, H5).

METHODOLOGY  

Three major taxi ranks and their immediate vicinities in 
the Johannesburg central business district (CBD) were 

chosen as suitable for data sourcing. The location was 
chosen because of the variety of hawking activities found 
in these areas.  There is vibrant trading in a variety of 
products, ranging from, clothing, crafts, pre-cooked 
foods to fruit and vegetables. The total population of 
hawkers is unknown. The sample size of 120 was arrived 
at purposively. 120 questionnaires were distributed 
amongst the hawkers at the three taxi ranks.  A total of 
40 questionnaires were distributed among the hawkers 
at each taxi rank by each of the three researchers who 
undertook the data collection. 

A questionnaire was used for the data collection. 
The questionnaire was divided into two sections. The 
first section had to do with the demographics of the 
respondents, gender, age and trading experience. This 
study only explored trading experience of the traders. 
The second section covered the marketing strategies 
that the hawkers used namely: price, place, product and 
promotion. Questions asked the hawkers the extent they 
utilised the four P’s of marketing. Each of the 4 P’s of 
marketing was represented by 4 questions, which asked 
the hawkers, the extent to which they performed the 
different marketing functions. This was measured on a 
4 point Likert scale ranging from, strongly agree, agree, 
disagree and strongly disagree.

Data analysis

Data was analysed using SPSS. The Spearman 
rho correlations were conducted to measure the 
relationship between trading experience and the different 
marketing strategies, and also between experience and 
performance. 

FINDINGS

Demographics

The gender of the respondents comprises of 47% male 
and 53% female. The results show that female hawkers 
dominate the hawking business compared to men. 
The result is in line with literature. As pointed out by 
Mthombeni et al., (2014) street trading is dominated by 
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women and that male hawkers tend to be younger than 
women. Cummins and Harvey (1996) and Mitullah (2003) 
also point out that, the agricultural hawking market is 
dominated by women who are married and who support 
large families.

As shown in Table 1, the majority of the hawkers lie 
within the ages of twenty five and forty five years. This is 
an indication that most people in the hawking business 
are still economically active and have the ability to work 
for their families. The distribution is relatively even.

TABLE 1. AGE GROUP FREQUENCIES

Age group Frequency Percentage Valid Percentage Cumulative 
Percentage

18-25 27 22.5 22.5 22.5
26-35 32 26.7 26.7 49.2
36-45 25 20.8 20.8 70.0
46-55 20 16.7 16.7 86.7

55 and above 16 13.3 13.3 100.0
Total 120 100.0 100.0  

Trading experience is also evenly distributed (as shown 
in Table 2), especially between 1 year and 20 years of 
experience. Only the less than 1 year trading experience 
and the over 20 years is low at 11.7% and 14.2% 
respectively which is about half the number  in the other 
categories . The low percentage could be an indication of 
high attrition levels in the trading experiences (life span) 

of the business. The other possibility is that the 11.7% 
could be significant in that it shows new entrants into the 
hawking business. The 14.2% with more than 20 years 
trading experience, may also be reflective of growth of the 
micro enterprise meaning that some of the hawkers could 
have graduated into bigger or different businesses using 
the experience they would have acquired over the years. 

TABLE 2: TRADING EXPERIENCE FREQUENCIES

Trading experience Frequency Percentage Valid percentage Cumulative 
Percentage

Less than a year 14 11.7 11.7 11.7
1-5 years 31 25.8 25.8 37.5   

6-10 years 31 25.8 25.8 63.3
11-20 years 27 22.5 22.5 85.8

More than 20 years 17 14.2 14.2 100.0
Total 120 100.0 100.0  
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Hypothesis test: Trading experience and the use of 
marketing strategies

The relationship was tested using the Spearman rhoo’s 
correlation test. The results are shown in Table 3.

TABLE 3. THE SPEARMAN CORRELATION TEST: TRADING EXPERIENCE, MARKETING STRATEGIES AND PERFORMANCE. 

Place strategies Product 
strategies Price strategies Promotion 

strategies
Business 

performance 
Trading 

experience
.505** .329** -.431** .449** -.379**

Sig. (2-tailed 
test)

.000 .00 .00 .00 .00

N 119 120 118 120 119

**. Correlation is significant at the 0.01 level (2-tailed). 

Hypotheses 1 (H1) stated that: There was a significant 
positive correlation between the trading experience and 
the use of the relevant place strategies. 

Results show that the coefficient value of 0.505 is significant 
at the 99% confidence level (pp< 0.01), indicating a 
positive significant correlation between experience and 
the use of relevant place strategies. The longer one has 
been trading the more they attract customers by using the 
relevant place strategies such as being mobile to access 
different locations or stay at the same place for customer 
convenience. Choosing the best location where there 
is traffic at different times is also one way of optimising 
the distribution of products. H1 is therefore accepted. 
Lubell (1991) identified mobile hawkers who have been in 
business for a substantial period as the ones performing 
better as compared to stationary ones because they move 
around to find potential consumers.

Hypothesis 2 (H2) stated that: There was a significant 
positive correlation between the trading experience and 
the use of relevant product strategies.

Results show that there is a significant positive relationship 
between the trading experience and the use of relevant 
product strategies. The coefficient value of 0.329 is 
significant, (p< 0.01), therefore H2 is accepted. The 
results show that the longer the trading experience, the 

more they display their products, utilise different product 
packaging approaches in order to capture different 
customers’ attention. For example, a typical pushcart 
will have peeled watermelons, pineapples, and mangoes 
pressed up directly against the Plexiglas. These fruits’ 
contrasting colours make for an aesthetically pleasing 
display (Rosales 2012).

Hypothesis 3 (H3) stated that: There was a significant 
positive correlation between the trading experience and 
use of relevant pricing strategies.

Results in Table 3, show that there is a significant negative 
relationship between trading experience and the use of 
relevant pricing strategies. The coefficient value of - 0.431 
is significant at p < 0.01.  There is a significant and inverse 
relationship between the trading experience and the use 
of relevant pricing strategies. Hypothesis 3, H3 is therefore 
rejected. This means that the longer one has been trading 
the less likely they are to use pricing strategies. Hawkers 
prefer middle and low income areas where they benefit 
lower-income consumers by selling at low prices (Planck 
2004). According to Kapila (2009), in the pricing process, 
hawkers extract as much consumer surplus as they can, 
rather than charging uniform and competitive prices. The 
result show that, the more the experience, the less they 
will use pricing strategies to attract customers. The basis 
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of a pricing strategy is, flexible pricing or “pricing haggling” 
to attract or conclude a sale. This implies that the more 
experienced traders are likely to stick to the set price. The 
conclusion would be that the more the experience the 
less price elasticity, or variability. The more experienced 
traders will compete less on prices when compared to the 
less experienced ones.

Hypothesis 4 (H4) stated that: There was a significant 
positive correlation between trading experience and the 
use of relevant promotion strategies.

There is a significant positive relationship between the 
trading experience and the use of relevant product 
strategies as shown by the co-efficient value 0.449 and 
a p- value of, 0.00 < 0.01. Hypothesis 4, (H4) is therefore 
accepted. The longer one trades the more they are likely 
to promote their product or use the various promotion 
strategies. Hawkers grab the attention of prospective 
customers by using different sales practices to convince 
them to buy. In this way, as pointed out by Rosales (2012) 
hawkers rely on acts of active solicitation.

Hypothesis 5 (H5) stated that: There was a significant 
positive correlation between trading experience and 
performance. Results show that, there is instead a negative 
and significant relationship between trading experience 
and performance as shown by a co-efficient value – 
0.379. Hypothesis 5 is therefore rejected. The result show 
that there is an inverse relationship between experience 
and performance. The explanation for this result could 
be related to the finding in hypothesis 3. The lower rate 
of price flexibility may harm the sales and profitability of 
the more experienced traders. The more experienced 
traders (probably older age-wise) may be more set in their 
ways and are less experimental with the set of different 
marketing strategies. Price flexibility is one of the most 
effective ways of attracting customers. Though this was 
not tested in this study, the more experienced traders may 
be less mobile and agile therefore losing out on potential 
sales. There would be need to test if there was a significant 
difference in the use of marketing strategies between the 
different experience bands as well age groups. It is only 
when these results are known that reasonable deductions 
can be made. 

MANAGERIAL IMPLICATIONS 

Traders are recommended to acquire relevant marketing 
skills to enhance business competitiveness. The skills can 
be imparted through training and not only experience. In 
situations where correlations are negative, this can be 
reversed by the traders adopting more flexible pricing 
strategies that will counteract the effect of experience. An 
improvement in pricing will likely impact positively on sales 
and profitability. 

The study recommends that the local municipalities build 
hawkers’ markets and improve the infrastructure of the 
existing hawkers’ trading places to ensure the decrease 
or elimination of traffic congestion and prevent pavement 
blocking. This can also eliminate the harassment or harsh 
treatment of hawkers by local authorities for conducting 
business in restricted areas. 

There is need for proper sanitation and clean water to 
avoid unhygienic situations in hawkers’ trading places. 
The government’s health department should intervene and 
provide hawkers with proper hygienic facilities and proper 
waste management facilities to avoid the litter produced 
from rotten stock and unwanted waste. This will improve 
the marketability of wares. 

Hawkers need to be given trading licences. This will 
formalise trade and enable authorities to formally intervene 
with assistance the hawkers may require. Training in various 
functional areas, such as marketing, should be provided to 
hawkers so that they improve their competencies against 
competing service providers. Training could include issues 
such as sanitation, municipal bylaws and environmental 
and health awareness.

Access to market information should be improved. Both 
the government and non- governmental organizations 
should intervene and help hawkers with business skills. In 
this study the majority of the hawkers were female with a 
primary education. There is great need for adult education 
and business skills training to help the hawkers grow their 
businesses and for them to be able to keep records of their 
sales. The study also recommends that hawkers should 
form active hawkers’ organizations and associations among 
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themselves. This will give them one voice to address the 
challenges they meet in business which will enable them 
to share information and other important aspects of the 
business such as any funding sources. This will make the 
hawking business more organized, professional and more 
competitive. 

CONCLUSION

The study explored the strategies employed by hawkers 
for their business sustenance. The results offer insights 
into the importance of this unexplored business segment, 
particularly with regards to marketing strategies. There is 
an inverse relationship between experience and the use 
of pricing strategies. Customers prefer convenience and 
product accessibility which the hawkers provide (Banik 
2011). There is less competition with mobile hawkers as 
they do not have close-by competitors who can challenge 
them.  The strategy of product display is what is lacking 
with stationary hawkers and those who have been in that 
business for a short time (Banik 2011).

The study aimed to investigate the relationship between 
trading experience and the use of different marketing 
strategies as well as performance. Results show that there 
was a significant, positive correlation between trading 
experience and each of the marketing strategies elements 
excerpt for pricing.

The study sample frame was restricted to the Johannesburg 
CBD, and did not cover areas in say, residential areas, 
be they low density or high density suburbs. The results 
may therefore not be generalised to hawkers trading in 
residential, office and industrial areas where hawkers 
are active without taking into local specifics into account. 
Results may also not be generalised to rural areas or in 
other different settings in other parts of the world. Studies 
done in this sector are usually done from a social, poverty 
alleviation point of view. The business side is usually 
disregarded or ignored and interventions needed to 
improve traders operations are therefore not generated 
or implemented. However as shown in literature, most 
conditions in which traders operate and the conditions 
they face are more or less the same. There is need for 

future comparative studies covering different geographical 
realities to stablish if results will be the same. As shown in 
literature hawking or micro scale trading, absorbs those 
retrenched from the formal sector, providing livelihood to 
thousands of families. More research on how to improve 
the business acumen of the traders should be done to 
improve the sectors’ competitiveness. More business and 
entrepreneurial focused studies as opposed to social and 
poverty alleviation studies should be done, as this is likely 
to improve the sector’s competitiveness.
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ABSTRACT 

The minibus taxi industry fulfils a significant and indispensable 
role in the South African public transport environment. Not 
only is it responsible for the majority of public transport 
trips, it is also the most affordable and accessible transport 

alternative to the South African commuter. However, the 
minibus taxi industry is also associated with numerous 
challenges that have an influence on passenger and road 
user safety, and is characterised by exploitative labour 
relations and industrial action that disrupts the economic 
participation of its captive ridership. This paper investigates 
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have to address in order to improve the working conditions 
of minibus taxi drivers. The study suggests that the South 
African Government should engage in robust consultation 
with all relevant stakeholders in the minibus taxi industry 
in order to provide comprehensive policies which address 
the needs of the passengers, drivers and the industry as a 
whole. 

Keywords: South Africa, minibus taxi, taxi industry, public 
transport

INTRODUCTION

According to Barret (2003) public transport, including 
buses, trains and minibus taxis, has become essential 
for most people in the City of Johannesburg (CoJ) in 
providing mobility and accessibility to employment and 
social benefits.  The main policy document that directs all 
transport legislation and planning in South Africa is the 
White Paper on National Transport Policy (Department 
of Transport, 1996). The general objective of transport is, 
according to this document, to provide “the smooth and 
efficient interaction that allows society and the economy to 
assume their preferred form.” (Department of Transport, 
1996:6). To achieve this, the policy is separated into two 
main areas, these being infrastructure and operations, 
and control. Public transport is positioned within the 
comprehensive area of operations and control under the 
heading Land Passenger Transport. The Department of 
Transport’s goal is:

The promotion of a safe, reliable, effective, efficient, co-
ordinated, integrated, and environmentally-friendly land 
passenger transport system in South African urban and 
rural areas, and the southern African region, managed in 
an accountable manner to ensure that people experience 
improving levels of mobility and accessibility (Department 
of Transport, 1996:35). 

the challenges that minibus taxi passengers and drivers 
experience on a daily basis in the City of Johannesburg.   
The exploratory research study utilised interviews with 100 
minibus taxi commuters, 10 minibus taxi drivers and three 
representatives of taxi associations. The study found that 
the challenges that emerged as being faced by commuters, 
which included long waiting times, safety and security 
issues and the overall quality of minibus taxi services, seem 
to be contributed to by the minibus taxi drivers, and also 
associated with internal factors which taxi associations 

To support this, the broad strategic policy objectives, 
which endeavour to improve the public transport system, 
are as follows:  

• To ensure that passenger transport services 
address user needs, including those of commuters, 
pensioners, the aged, scholars, the disabled, tourists, 
and long distance passengers 

• To improve accessibility and mobility, by limiting 
walking distances to less than one kilometre in urban 
areas 

• To provide an appropriate and affordable standard of 
accessibility to work, commercial and social services 
in rural areas 

• To ensure that public transport is affordable, with 
commuters spending less than about ten per cent of 
their disposable income on transport 

• To promote safe and secure, reliable and sustainable 
passenger transport 

• To provide readily accessible information for the 
assistance of passenger transport users (Department 
of Transport, 1996:35).
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The above objectives are set out for the public transport 
system as a whole, and not only for specific modes of 
transport. While the minibus taxi industry has emerged as 
the dominant mode of public transport in South Africa, its 
informal nature and origin have created many challenges 
for this community-based industry. Barrett (2003:11) states 
that the minibus taxi industry has “had a rocky and strife-
ridden history, characterised by violent confrontations 
between competing owners and shaped by exclusion from 
the formal economy”. In Gauteng, the economic hub of 
South Africa, more than 70 per cent of public transport 
commuters depend on the minibus taxi industry to provide 
them with mobility and accessibility to participate in 
economic activities  (Department of Roads and Transport, 
Gauteng Province, 2016). The purpose of this paper is to 
determine the challenges that minibus taxis passengers 
and drivers experience in the City of Johannesburg, as 
a metropolitan city, on a daily basis and to perceptions of 
industry stakeholders, including passengers, drivers and 
taxi association representatives, on how the minibus taxi 
industry can be improved.

Literature review

Public transport typically serves society by providing an 
efficient way to move large number of people to places 
of education, work and leisure. According to Gorka and 
Szyja (2015) the development of cities and regions is 
dependent on the transport network which requires 
cooperation among public and private subjects, due to 
the cost of infrastructure investment, the opportunity to 
exchange knowledge and experience and the use of an 
effective management system. Collaboration between 
the Government and the private sector will assist in 
monitoring progress of plans implemented, to measure 
success or failure and continue to learn from it to 
improved future projects. 

Literature describing the challenges South African 
minibus taxi commuters are confronted with   is limited.  
However, important work by Joubert (2013), Ingle (2009), 
Fourie (2003), Mahlangu (2002), Dugard (2001, 1996), 
Khosa (1994) and McCaul (1990), provides a historical 
perspective on the development of the industry and its 
interaction with other transport modes.  

More recent work by Moody, et al. (2014), Walters 
(2013), Baloyi (2012), Schalekamp and Behrens (2010) 
and Sehhonyane and Dugard (2004) evaluates public 
transport policy and Governments’ struggle to formalise 
the minibus taxi industry. The formation of the minibus 
taxi industry is characterised by a long struggle to be 
recognised by the Government as a legitimate mode 
of public transport. For many years the minibus taxi 
industry received extensive criticism from economists 
and politicians alike, as buses and trains were perceived 
as the preferred public transport mode to and from work 
(Tshoba, 2014).
  
According to (Fobosi, 2013) the minibus taxi industry in 
South Africa can be deemed the “servant for the majority 
of urban poor”. Not only is it the most accessible and 
affordable public transport mode, it also empowered black 
South Africans when limited economic empowerment 
opportunities existed. South Africa is characterised by 
a highly unequal economy, seemingly with two parallel 
economic systems, one highly developed modern 
economy (the formal or first economy) and one which is 
characterised by inequality and economic marginalisation 
and lack of the formal elements (the informal or second 
economy). According to Woolf & Joubert (2014) the 
minibus taxi industry is possibly the largest single 
contributor to the ‘second economy’ which has initiated 
a number of efforts to formalise the industry into the ‘first 
economy’. 

It is estimated that nearly 40 per cent of workers in South 
African are reliant on public transport daily, and that the 
majority of public transport trips (68%) are made minibus 
taxis. In comparison, 19 per cent use buses, while only 
13 per cent use trains (Statistics South Africa, 2014).  
The National Household Transport Survey (NHTS) of 
2013 indicate that 67 per cent and 30,5 per cent of South 
Africans do not have access to train and bus services 
respectively. In contrast to this, only 13,5 per cent of 
South Africans indicate that they do not have access to 
a minibus taxi service (Statistics South Africa, 2014). It is 
thus evident that South African commuters have easier 
access to minibus taxi services in comparison with any 
other public transport mode as confirmed by the NHTS 
(Statistics South Africa, 2014).
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Notwithstanding the significant role the minibus taxi 
industry fulfils in providing affordable transport solutions 
to commuters on a daily basis, the industry, does not 
receive any subsidy from the Government. According to 
Van Schalkwyk (2008) the minibus taxi industry has since 
its establishment been labelled with perceived issues, 
including a high accident rate, unroadworthy vehicles 
and industry violence. In an attempt to address these 
perceived problems and to find workable solutions, the 
National Taxi Task Team (NTTT) was established in 1995.  
Through collaboration between role players within the taxi 
industry, the NTTT was responsible for investigating the 
problems in the industry (i.e. taxi violence) and presenting 
solutions (Baloyi, 2012). In 1998 the Government 
accepted recommendations of the NTTT and revealed 
the initial recapitalisation policy. The strategic aim of the 
Taxi Recapitalisation Programme (TRP) and its associated 
legislation is to remove all unroadworthy minibus taxis from 
the road network by disbursing a scrapping allowance (i.e. 
R50 000) to owners when they surrender their old minibus 
taxis, which they then can use to either purchase new 
vehicles or exit the industry. With this strategy, Government 
has prescribed compulsory safety and other requirements 
to protect passengers, operators, pedestrians, motorists 
and other road users. The new vehicles must meet new 
standard requirements regarding roll-over protection, 
safety belts for all passengers, commercially-rated tyres, 
approved braking systems and other safety features 
prescribed by the recapitalization programme (Department 
of Transport, 2007).  Mashishi (2011) further explains that 
the NTTT intended to be a mediation body between the 
Government and taxi owners to ensure that all parties are 
aware of future plans to prevent misunderstanding, enhance 
cooperation before plans are initiated and to prevent any 
possible disruptions. Numerous public hearings were held 
across South Africa between August 1995 and January 
1996, which resulted in the NTTT submitting a final report 
to the Minister of Transport (National Taxi Task Team, 1996 
and Barrett, 2003). After failed attempts by Government to 
resolve taxi industry violence, the South African National 
Taxi Council (SANTACO) was established in 2001 to 
address problems in the taxi industry and act as mediator 
between the Government and taxi owners. Barret (2003) 
further explains SANTACO is responsible for monitoring 
taxi industry operations and enforcing rules which drivers 

and owners should adhere to. It was also the intention of 
SANTACO to ensure that its members obey traffic laws, 
and provide the most convenient transport for passengers 
(Mashishi, 2011). 

Baloyi (2012) affirms the main objectives for TRP are to 
develop a taxi industry that supports a strong economy by 
putting passengers first and meeting the socio-economic 
objectives of the country. Van Schalkwyk (2008:777) 
emphasised that the recapitalisation policy is an attempt to 
“formalise, regulate and economically empower the South 
African minibus taxi industry”.

Numerous concerns have been raised about the Taxi 
Recapitalisation Programme (TRP). According to 
Boudreaux (2006) the TRP is beneficial to some taxi 
operators and a real burden to others, as explained 
hereafter. Most taxi owners and associations were 
unhappy with the TRP because of the cost implications 
that came with the improvement plan. The programme 
put some taxi owners out of business and taxi drivers out 
of work for a very long time.  Owners complain that even 
with the R50 000 deposits made for new taxis, they were 
struggling to pay the high monthly instalment of the new 
vehicle, maintain the vehicle, pay drivers and make profit 
from the number of trips made each day.  The impact of 
the TRP is significant. Without a Government subsidy to 
the minibus taxi industry, the TRP led to a fare hike for 
passengers, which are unaffordable for many passengers 
and force them to use less convenient alternative modes 
of transport.  The less suitable bus configuration and train 
services also require commuters to walk longer distances, 
increasing the risk to their personal safety. 

In South Africa, captive minibus taxi passengers 
are confronted with numerous challenges, including 
affordability of transport, safety concerns related to 
speeding, long waiting times at the taxi ranks, limited 
availability of taxis on certain routes, and traffic congestion 
faced in their daily travels (Vilakazi & Govender, 2014; 
Chinomona, et al., 2013; Venter, 2011; and Govender & 
Allopi, 2006).  All these service attributes influence the 
daily public transport commuter experience. The research 
of Govender (2014) states that punctuality, timely arrival 
at destinations, affordability and reliability are the major 
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service quality concerns of minibus passengers in the 
CoJ. Mashishi (2011) further highlights the violence that 
passengers have experienced in taxis and focuses on the 
effect of taxi recapitalisation on the industry.  

According to the latest National Household Travel Survey 
2013, minibus taxis are the most used mode of public 
transport in South Africa. In metropolitan areas 29,6 per 
cent of workers use taxis with only 9,2 per cent and 6,3 
per cent% that make use of trains and buses respectively 
(Statistics South Africa, 2014). According to the survey, 
approximately half of South African households used taxis 
to visit food/grocery shops and financial services/banks, 
a third used minibus taxis to go to municipal offices and 
police stations, accessing medical services and welfare 
offices. The NHTS (2013) also highlights that minibus 
taxis, compared to other public transport modes, provide 
enhanced mobility and convenience to passengers and 
are the most used mode of transport as mentioned before. 

However, the study also highlights numerous grievances 
public transport commuters experience when using 
minibus taxis, which include: 

• Taxis are too expensive. This problem affects all 
passengers nationally in various types of trips (work, 
school, long distance travels, etc.)

• Reckless driving by minibus taxi drivers. This 
irresponsible driving behaviour includes speeding, 
driving in the wrong lanes (i.e. facing oncoming traffic 
or driving in cycling lanes) and passing vehicles on 
the left shoulder

• Lack of available minibus taxis during specific times 
(i.e. morning / afternoon peak times and late at night)

• Long queues and waiting times at taxi ranks before 
boarding

• Security at taxi ranks and on taxis

• Inadequate facilities at taxi ranks

• Overloading of minibus taxis

• Improper behaviour of taxi drivers towards 
passengers (Statistics South Africa, 2014)

One of the biggest challenges the Department of Transport 
is facing, is to restructure public transport to ensure safe, 
efficient and affordable public transport (Heyns & Luke, 
2016).  According to Arrive Alive (2016), the specific 
challenges present in the minibus taxi industry also include:

• Minibus taxis are perceived to be unsafe and 
operating in a way which is abusive to commuters

•  Illegal operators have impacted on the violence in the 
industry

• To secure more loads, minibus taxis commonly 
operate at speeds exceeding the limit in order to 
reduce travel times

• While operating at excessive speeds, typically 
overloaded, actual vehicle stopping distances are 
increased, which often result in fatal outcomes

The latest Gauteng Province Household Travel Survey 
(2016) further supports these findings and indicates that 
Gauteng minibus taxi commuters are mostly dissatisfied 
in respect with the behaviour of taxi drivers, the 
roadworthiness of taxis and the safety from taxi accidents.  

The Institute of Transport and Logistics Studies (Africa) 
conducts an annual State of Transport Opinion Poll South 
Africa (STOPSA) to gauge community confidence regarding 
transport across South Africa. The latest STOPSA survey 
indicates that the top five transport issues are, in order, 
the state of public transport, taxi related issues, the quality 
of roads, road congestion and irresponsible drivers. The 
survey also confirms that, regarding frequency of public 
transport usage, the regular public transport users (for to 
seven times a week) clearly indicates that taxis are the 
dominant mode of transport. The same is also true for 
commuters who use public transport two to three times 
a week.  (Institute of Transport and Logistics Studies 
(Africa), 2016).
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The purpose of this paper was to ascertain the challenges 
that minibus taxi passengers and drivers in the City 
of Johannesburg face daily and to investigate if these 
challenges are perceived to be addressed. A further 
objective was also to assess if the general minibus taxi 
challenges identified in the literature, such as waiting 
time at the queues, overloading, reckless driving of taxi 
drivers and accessibility to minibus taxis services, are 
also relevant for the purposely selected minibus taxi route 
which formed part of the study. 

Research Methodology

An exploratory research design was used in this study. 
According to Babbie and Mouton (2001) an exploratory 
study is conducted in an attempt to develop an initial 
understanding of a phenomenon under investigation. The 
goal of this approach is to understand and interpret the 
meaning of human behaviour, rather than to generalise 
and predict cause and effect (Hudson & Ozanne, 1988).  
The aim of the study was to explore the perceptions 
of minibus taxi passengers regarding the challenges 
that they face daily, to establish whether they had ever 
reported any undesirable experiences and, if so, whether 
they had received any feedback regarding their grievances 
in this regard. Furthermore, the study also intended to 
investigate the perceived challenges that minibus taxi 
drivers face daily and to explore the opinions of some 
taxi associations regarding the challenges the industry is 
facing.  The exploratory research design was regarded as 
an appropriate method to use to capture the passenger’s 
ideas, opinions and experiences.  A triangulated approach 
to data collection was adopted.  This approach makes use 
of more than one method or source of data in the study 
so that findings may be cross-checked (Bryman, 2012).  
Following the literature review, three semi-structured 
questionnaires were developed.  These questionnaires 
formed the basis of semi-structured interviews which 
were used to collect data from minibus taxi passengers, 
minibus taxi drivers and taxi association representatives 
respectively. The semi-structured interviews were 
conducted by three interviewers, who were fully briefed by 
the researchers as to the purpose of the study and their 
role as interviewers. The interviewers were conversant in 
the home language of most of the participants which thus 

aided in the gathering of data.  The study was limited to 
the Randburg and Sandton routes from the MTN minibus 
taxi rank in the CoJ. A non-probability sampling technique 
was used which resulted in a total of 100 minibus taxi 
passengers, ten minibus taxi drivers and three  taxi 
association representatives participating in the study. 

The semi-structured interviewer-administered 
questionnaires pertaining to minibus taxi passengers 
and minibus taxi drivers each consisted of three sections 
(Section A, B & C), which included both open- and closed-
ended questions. Concerning the minibus taxi passenger 
questionnaire, the first section requested demographic 
information such as age, gender, employment status and 
frequency of usage; the second section asked questions 
regarding the daily challenges they experience, the 
access time to taxi services and the waiting time to 
board taxis; and the third section asked questions 
regarding safety issues, insecurities experienced and 
possible solutions to improve the industry. Concerning 
the minibus taxi driver questionnaire, the first section 
similarly requested demographic information; the second 
section surveyed the daily challenges they experience 
and their working conditions; and the third section 
asked questions regarding employment benefits and 
possible solutions to improve the industry. The minibus 
taxi association questionnaire consisted of two sections, 
the first section surveyed the perceived challenges of 
the industry; and the second section asked questions 
regarding possible solutions to improve the industry. The 
open-ended questions assisted in collecting information 
and encouraging respondents to provide feedback and 
their opinions on the challenges faced as passengers, 
drivers or taxi association representatives.  Before the 
interviews were conducted, and in an attempt to create 
a better understanding of the challenges experienced 
by the respondents in the study, the interviewers were 
purposely exposed to these challenges, such as waiting 
in long queues, boarding minibus taxis and experiencing 
the driving of taxi drivers.  

Passengers were interviewed during peak commuting 
time (mostly in the morning between 06:30 and 08:30) on 
their way to work, school or home. A convenient way of 
interviewing   respondents were while they were standing 
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in queues at minibus taxi ranks. The passengers were 
mostly eager to voice their experiences and challenges 
regarding minibus taxis and their drivers.  However, when 
it came to closed questions, older respondents were more 
hesitant and inhibited as they thought that they may “get 
into trouble” for voicing their opinions and expressing their 
feelings about the minibus taxi industry. Some passengers 
were interviewed during minibus taxi journeys. On those 
trips when few passengers were willing to participate, the 
interviewers commuted and observed how passengers 
and minibus drivers interacted in an attempt to add a 
qualitative dimension to the enquiry (Wolcott, 2005).  The 
minibus taxi drivers were interviewed at the taxi ranks 
during off peak hours (between 10:00 and 14:00), when 
most of them would be found relaxing by means of reading 
newspapers, playing cards or dice, or listening to music. 
Most minibus taxi drivers were keen to participate in the 
questionnaire and willing to express their opinions on 

their driving habits, attitudes and behaviour, as well as the 
challenges which they faced as minibus taxi drivers.

RESULTS AND DISCUSSION OF FINDINGS

Minibus Taxi Passengers 

In Section A of the research instrument the minibus taxi 
respondents were required to provide demographic 
information. Of this sample, 44 per cent were male and 
56 per cent female. As depicted in Figure 1, the majority 
of the respondents were between 21 and 30 years of age 
(56%), with the second highest grouping falling between 
31 and 40 years of age (36%). The majority (85%) of these 
respondents made use of minibus taxis five or more times 
a week, while the remaining respondents used them less 
frequently (either 2, 3 or 4 times per week).

UNDER 
21 YEARS

BETWEEN 
21-30 YEARS

BETWEEN 
31-40 YEARS

BETWEEN 
41-50 YEARS

36%

56%

6%2%

FIGURE 1: MINIBUS TAXI PASSENGERS’ AGE PROFILE

Respondents were requested to rate the perceived level 
of safety when travelling by minibus taxi on a five-point 
Likert-type scale. The response format was anchored 
by extremely unsafe (1) and extremely safe (5). The 
majority of the respondents (70%) indicated that they feel 
moderately safe, with only 5 per cent indicating that they 
feel extremely safe and 25 per cent stating that they feel 
extremely unsafe, of which the majority were found to be 
female.

Approximately 65 per cent of the respondents indicated that 
they have to walk less than ten minutes to access a minibus 
taxi, with nearly 25 per cent having to walk between 11 and 
15 minutes. Only ten per cent indicated that they need to 
walk between 16 and 20 minutes to access a minibus taxi. 
Respondents were asked to indicate, in an open-ended 
question, the main challenge faced when making use of 
minibus taxis for their daily commute. The main challenge 
identified was queues that are too long (60%), followed by 
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intolerable traffic congestion (16%), excessive speeding 
(10%), unacceptable customer service (6%), a shortage 
or unavailability of minibus taxi services (4%) and safety 

issues (4%). These findings are depicted in Figure 2, which 
also provides a breakdown for these findings in terms of 
gender. 

TOO LONG QUEUES

TRAFFIC CONGSTION

SPEEDING

FEMALE MALESAFETY ISSUES

POOR CUSTOMER SERVICE

SHORTAGE/UNAVAILABILITY OF 
TAXI SERVICE

38% 38%

8%

6%

4%

2%

2%

8%

4%

4%

2%

FIGURE 2: MAJOR CHALLENGES FACED BY MINIBUS TAXI PASSENGERS

It is thus evident from Figure 2 that long queues is the 
leading challenge facing minibus taxi passengers. Most 
minibus taxi ranks are not equipped with seats for waiting 
passengers or shelter areas to protect the commuters 
against inclement weather conditions such as harsh sunlight 
or rain. The second highest challenge that minibus taxi 
users indicated is the unbearable traffic congestion (16%) 
that they experience which is the apparent main cause for 
them to be late for work. Respondent are of the opinion that 
the perceived informal nature of the minibus taxi industry is 
the main reason why minibus taxis do not have dedicated 
vehicle lanes like the Rea Vaya and Metro busses.

Minibus taxi passengers were also asked to identify the 
main causes of insecurities that they might encounter 

while making use of the service (depicted in Figure 3). 
The majority of the respondents indicated that speeding 
(45%) and verbal abuse (20%) are the two main causes 
of distress when travelling on a minibus taxi.  It is noted 
with concern that a number of commuters indicated that 
they have been harassed (15%) and assaulted (5%) 
while using minibus taxi services. 

When respondents were asked whether they had ever 
reported or complained about the challenges experienced 
when using minibus taxis, 94 per cent indicated that 
they had never reported the matter. Only 6 per cent (all 
females) indicated that they had reported the matter to 
the queue marshal.
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SPEEDING

VERBAL ABUSE

HARASSMENT

ASSAULT

OTHER

45%

20%

15%

5%

15%

FIGURE 3: REASONS FOR INSECURITIES WHEN USING A MINIBUS TAXI 

The main reason presented for why the respondents did 
not report complaints is that 80 per cent did not know to 
whom (or where) to report complaints and 15 per cent 
indicated that they did not expect to receive feedback on 
their complaints, meaning that they believed that nothing 
would be done. 

When asked to provide possible solutions to improve 
the minibus taxi industry, the respondents gave a clear 
indication that the minibus taxi industry should make 
significant efforts to improve the safety of its customers 
and the overall travel experience. Nearly 50 per cent of 
the respondents suggested that the reduction of excessive 
speed (45%) and general adherence to traffic laws (20%) 
would improve the minibus taxi service experience. From 
a public transport user perspective it is noteworthy that 
30 per cent of the respondents indicated that improved 
customer service and the introduction of new taxi vehicles 

is imperative to improve the minibus taxi industry (depicted 
in Figure 4).  

Minibus Taxi Drivers 

Although the main focus of this paper is an exploratory 
investigation into the challenges that minibus taxi 
passengers experience on a daily basis in the CoJ, 
consideration was also given to the opinions of minibus 
taxi drivers and taxi associations. The aim was to include 
the views of these stakeholders to obtain a more balanced 
view regarding the prevailing challenges facing the entire 
minibus taxi industry. Several of the challenges mentioned 
by drivers include: long working hours, not being paid 
properly, operators non-compliance with sectoral 
determinations, no employment contracts, no deductions 
for unemployment insurance fund and no pay slips (SA 
News, 2016). 
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REDUCE SPEED

IMPROVED CUSTOMER SERVICE

ADHERE TO TRAFFIC LAWS

NW MINIBUS TAXIS

OTHER

45%

25%

20%

5%

5%

Figure 4: Commuter suggestions to improve the minibus taxi industry 

The minibus taxi industry is typified as a male dominated 
environment, consequently, the majority of minibus 
taxi drivers that were interviewed were male drivers 
(90%), however, one female minibus taxi driver was also 
interviewed. The majority of the respondents (70%) were 
between the age of 21 and 30 and 30 per cent between 
the ages of 41 and 50.  

All of the minibus taxi drivers indicated that they work 
more than 12 hours a day in order to reach the revenue 
target set by the minibus taxi owners. In order to reach this 
revenue target, 90 per cent of the respondents indicated 

that they require about ten daily trips to ‘cash up’ the 
required revenue target.  One respondent indicated that 
he required 15 trips a day in order to meet the demanded 
revenue target.  

Figure 5 below reflects the perceived common challenges 
that minibus taxi drivers encounter on a daily basis, with 
40% of the drivers indicating harassment from enforcement 
officers, 40% indicating that they have to fight with fellow 
drivers to secure customers, while the remaining 20% 
indicated that traffic congestion is a major problem as it 
hampers them reaching the required revenue target. 

      
   

40%

40%

20%

Fighting for customers

Traffic congestion

Harassment by 
metro police

Figure 5: Major challenges faced by minibus taxi drivers
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Based on the general perspective that most minibus 
taxi drivers are reckless and irresponsible drivers, the 
respondents were asked indicate their level of agreement 
with this view.  Not surprisingly, 100% of the driver 
respondents stated that they are not reckless drivers 
and some even insisted that it is the minibus taxi drivers 
that ensure that most passengers arrive on time at work 
notwithstanding the prevalent traffic congestion. 

The drivers were also asked if they accept the view 
that most traffic accidents involving minibus taxis are 
caused by them.  As might be expected, 100% of the 
driver respondents indicated that they are not the cause 
of accidents as they perceive themselves to be driving 
experts due to the long hours they spend on the road 
continuously improving their driving skills.

Respondents were also requested to indicate, based on 
their prolonged work hours, if they receive any benefits or 
incentives from the minibus taxi owners. All participants 

indicated that they do not receive any additional benefits 
or incentives and that the only way for them to generate 
additional income is to increase their daily trips.  This may 
be seen as a reason why taxi drivers are compelled to 
drive at excessive speeds, which inevitably will lead to 
reckless and irresponsible driving habits.  

When probed on possible solutions to improve the minibus 
taxi industry, 100% of the respondents indicated that 
Government should create dedicated minibus taxi lanes 
(similar to the Rea Vaya BRT system) to alleviate traffic 
congestion and that taxi owners should remunerate drivers 
for overtime to compensate them for their extended work 
hours. It is noteworthy that 70% of the drivers indicated 
that regulation of working hours is needed to improve the 
minibus taxi industry, which reinforces the view that the 
industry, specifically the taxi operators, do not abide by 
the relevant labour regulations. Figure 6 below depicts the 
four main areas of improvement as identified by minibus 
taxi drivers.

OVERTIME PAYMENT

DEDICATED TAXI LANES

REGULATD WORKING HOURS

DEMARCATED TAXI STOPS

100%

100%

70%

30%

FIGURE 6: PROPOSED SOLUTIONS BY TAXI DRIVERS

Taxi Associations

To obtain a more balanced perspective of the minibus 
taxi industry three taxi association representatives were 
also interviewed to ascertain their opinions of the pressing 
challenges that the industry is facing. The three taxi 
association representatives collectively indicated that the 
main obstacles faced are law enforcement (i.e. too strict 

and victimisation), competition (i.e. too many taxis on 
routes), permits (i.e. application process) and taxi violence.  

The taxi association representatives are also of the 
opinion that the associations do not receive any support 
from Government, neither are their recommendations 
considered by Government.  To improve the taxi industry 
all three associations stated that Government must make 
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a considerable effort to further include the taxi industry 
in urban transportation planning as the industry is the 
foremost public transport mode for commuters in South 
Africa. The taxi associations further emphasised that 
Government must invest more in taxi industry related 
infrastructure, and provide subsidies and award transport 
tenders to the taxi industry as has been done as part of the 
expansion of the Gautrain and BRT systems).

Managerial implications for Government / Taxi industry 
The importance of the minibus taxi industry in the CoJ 
metropolitan area cannot be over-emphasised. The 
majority of public transport commuters tend to choose 
the more flexible minibus taxi alternative as oppose to 
using the government subsidised modes, even in the 
midst of major concerns regarding safety and overall 
service levels.  Minibus taxi drivers and taxi associations 
should pay attention to both compliance of road traffic 
regulations and service quality aspects in order to 
improve the satisfaction of public transport users. By 
addressing their internal issues, taxi associations can 
improve the working conditions of minibus taxi drivers and 
substantially contribute to the provision of safe, affordable 
and accessible transport services to commuters 

The findings seem to indicate that, while public transport 
policies highlighted aspects such as mobility, accessibility, 
affordability and safety, these concerns have not been 
addressed adequately.  The South African Government 
should engage in robust consultation with all relevant 
stakeholders in the minibus taxi industry in order to provide 
comprehensive policies and appropriate action plans to 
implement these policies, which address the needs of the 
passengers, drivers and the industry as a whole.

CONCLUSION

The purpose of this paper was to investigate the challenges 
that minibus taxi passengers and drivers experience on 
a daily basis in the City of Johannesburg (CoJ) and to 
explore the perceptions of industry stakeholders, including 
passengers, drivers and taxi association representatives, 
on how the minibus taxi industry can be improved. The 
study results indicate that minibus taxi passengers face 

numerous challenges during their daily commute and it 
appears that long queues and waiting times are the most 
serious concerns. It is evident that safety and security 
issues, accessibility to adequate public transport and the 
overall quality of minibus taxi services during peak hours 
in the CoJ are the major challenges and which provide the 
most inconvenience and difficulties to passengers. From 
a personal safety perspective, passengers indicated that 
excessive speeding was the main reason that made them 
feel unsafe when travelling in a minibus taxi.  In contrast, 
all minibus taxi drivers justified their driving behaviour in 
order to secure more passenger trips and fulfil the daily 
revenue requirements of taxi owners.  Most drivers were 
also of the opinion that they possess superior driving 
skills.  This exploratory analysis appears to support the 
perception that minibus taxi drivers work long hours, in 
excess of 12 hours a day and, mostly under very stressful 
conditions. Given their demanding work environment, 
coupled with not receiving any employment benefits, 
most minibus taxi drivers are overworked, short-tempered 
and, in some cases, end up being verbally abusive to the 
passengers. 

This research indicates that the challenges associated 
with the industry cannot only be attributed to the behaviour 
of minibus taxi drivers. There are significant internal issues 
which taxi associations should address in order to provide 
safe, affordable and accessible transport services to 
commuters, and also to improve the working conditions 
of minibus taxi drivers. Once a more conducive working 
environment is provided, an improved service quality 
offering from the industry becomes more achievable. 

The minibus taxi industry is an indispensable part of the 
South African economy, both as the major public transport 
service provider for commuters, and as a significant 
employment creation and economic empowerment 
instrument. Given Government’s ineffective attempts 
towards the formalisation of the minibus taxi industry, it 
is evident that a more robust consultation process with 
all stakeholders in the public transport sector is required.  
Resolute political commitment is critical to achieve the 
South African transport vision as described in the White 
Paper on National Transport Policy (1996:35): ”Provide 
safe, reliable, effective, efficient, and fully integrated 
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transport operations and infrastructure which will best 
meet the needs of freight and passenger customers at 
improving levels of service and cost in a fashion which 
supports Government strategies for economic and 
social development whilst being environmentally and 
economically sustainable“.  
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ABSTRACT

The effects of globalisation, coupled with intensive 
competition and a slowing of economic growth in South 
Africa, have obliged cement manufacturers to invest in 
strategies that encourage customer loyalty. A literature 
search was performed employing the search criteria of 
relationship marketing, trust, communication, satisfaction, 
commitment and supplier competencies. The results of this 
search reveal that there is limited published scholarship 
that focuses on these customer loyalty predictors in 
relation to the cement manufacturing industry, particularly 
within the South African context. This paper is concerned 
with determining the predictors of customer loyalty in 
the context of the South African cement manufacturing 
industry. The methodological approach employed was 

a survey. Data was obtained from 362 main cement 
business-to-business (B2B) customers in South Africa’s 
nine provinces, by means of the face-to-face interview 
method and self-administered designed questionnaires. 
The information obtained were analysed using both 
descriptive and correlation analysis techniques. The five 
predictors (trust, communication, satisfaction, commitment 
and supplier competencies) have been established to have 
an important effect on customer loyalty in the South African 
cement manufacturing industry. The recommendation of 
this paper is that cement manufacturers need to invest in 
strategies to enhance the performance of the predictors in 
order to achieve customer loyalty. 

Key words: Communication, Commitment, 
Satisfaction, Trust, Cement Industry
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INTRODUCTION

According to Gronroos (1996:9), the purpose of relationship 
marketing is to ascertain and create, withstand and advance, 
and, when needed, end associations with businesses and 
other shareholders. The concept is explicitly clarified by 
Berndt and Tait (2012:7), who contend that, “Relationship 
marketing (RM) concerns the facilitation and management of 
the relationships between the business and its customers. It 
developed as a response to the realization that businesses 
were spending vast resources in time and money to attract 
new customers, but very little on retaining existing ones. 
Relationship marketing is particularly relevant when a 
customer has alternative service providers to choose from, 
when the customer makes the selection decision and when 
there is an ongoing desire or need for a product or service”. 
Relationship marketing can be particularly useful within 
the field of cement suppliers, as there are competitors in 
the market and this is compounded by new entrants into 
the market, who offer better and more affordable products. 
Berndt and Tait (2012:7) emphasise that RM is vital, 
especially in sectors where there is increase in competition 
and decline in economic growth (both of which are prevalent 
in the current South African economy). 

Cooke (1986:16); Mbango (2015:400)  defines industrial 
marketing as marketing to the business buyer as compared 
to consumer marketing, which is marketing to the end 
user. This article is more concerned with the determinants 
of customer loyalty in the perspective of B2B relationship 
marketing.

Snyman (2010: Online) contends that the cement industry 
is a key employment creator and adds significantly to the 
South African economy. The South African construction 
industry, of which the cement industry is a major player 
in the Southern African Development Community. It is 
a main job creator in the economy, and employed over 
1.8 million people of various skills levels during 2009. It 
also generates annual revenue of approximately R267 
billion Rand.  In 2009, the production capacity of cement 
stood at 17.5 million tonnes, a 24% increase from 2008 
production levels. This level of increase was expected to 
be maintained over the subsequent three years, Snyman 
(2010: Online). 

PROBLEM INVESTIGATED

According to Gounaris (2005:126), in most business-to-
business (B2B) interactions, accomplishing a sale is not the 
completion of an end effort but rather an event in a broader 
endeavour to build and sustain a long-term relationship with 
the customer and ensures that sales keep coming, thus the 
major issue is to examine what influences the customer’s 
willingness to remain with the existing supplier (customer 
loyalty). He continues, and maintains that “product quality 
has been traditionally considered a major prerequisite for 
gaining this kind of behavioural response from the customer 
but as technology in many industries becomes a commodity, 
the importance of quality alone in deriving loyalty diminishes 
rapidly”.

Vargo and Lusch (2004:1) see the problem of marketing as 
“an inherited model of exchange from economics, which 
had a dominant logic based on the exchange of goods, 
which usually are manufactured output. The dominant 
logic focused on tangible resources, embedded value, 
and transactions”. They state that “over the past several 
decades, new perspectives have emerged that have a 
revised logic focused on intangible resources, the co-
creation of value, and relationships”. Marketing has 
shifted from the prevailing reasoning of give-and-take 
of tangible goods and services to a more relationship-
encompassing approach, taking into consideration the 
need for long-term relationships, Mbango (2015:400). 
Researchers have developed many conceptual 
frameworks to examine business-to-business customer 
loyalty, but none have focused on specific industries, such 
as that of cement manufacturing in South Africa, Mbango 
and Phiri (2015:80). Ulaga and Eggert (2004:312) caution 
that well-known models on customer loyalty relationship 
marketing might inadequately address the cement 
industry in South Africa. There are limited published 
studies on B2B client loyalty relationship marketing in 
the cement industry in South Africa, and this is the gap 
that this study seeks to address, Mbango (2015:400). 
Athanasopoulou (2009:586) makes the point, which is 
pertinent to this paper, that “most studies on Business-
to-Business relationships are based on samples drawn 
from the developed countries including the United 
States (one third of all studies), Europe (mainly The 
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Netherlands, United Kingdom and Germany) and this 
makes it difficult to generalise results across countries 
as the characteristics of relationships may differ widely 
between countries”. Grönroos (1996:11) asserts that 
relationship marketing serves to recognise and institute, 
uphold, and improve relationships with customers and 
other stakeholders, at a profit, so that the objectives of all 
parties involved are met, and that this is done by a mutual 
exchange and fulfilment of promise. He emphasises that 
key characteristics of relationship marketing include the 
following: “every customer is considered as an individual 
person or unit, and activities of the firm are predominantly 
directed towards existing customers; it is based on 
interactions and dialogues and the firm will be trying to 
achieve profitability through the decrease of customer 
turnover and the strengthening of existing customer 
relationships. It is through implementing relationship 
marketing strategies that customer loyalty can be 
achieved”, Grönroos (1996:14). As with any business, 
it is vital for cement companies to aspire towards 
providing value to customers for them to retain, satisfy, 
and to establish lasting relationships with them, so as to 
sustainably contribute to future profitability and compete 
successfully. Customer loyalty can be key to realising 
these goals. In order to add value, cement manufacturers 
must be aware of the predictors of customer loyalty. 

RESEARCH OBJECTIVES

The objectives are as follows: 

• To determine if trust can predict customer loyalty

• To determine if communication can predict customer 
loyalty

• To determine if satisfaction can predict customer 
loyalty

• To determine if commitment can predict customer 
loyalty

• To determine if supplier competencies can predict 
customer loyalty

LITERATURE REVIEW

The predictors of trust, communication, satisfaction, 
commitment, and supplier competencies (and their 
relation to customer loyalty) are discussed in this section. 
Thereafter, the hypotheses of the study will be developed:

Trust

Morgan and Hunt (1994:23) argue that “one of the critical 
constructs in facilitating exchange relationships between 
partners, which is therefore pivotal for understanding of 
business relationships, is trust”. This is corroborated by 
Rauyruen et al. (2007:3), as well as by Wilson (1995:337), 
who all contend that an understanding of trust and an 
appreciation of its importance have a main influence on 
how B2B relationships are established and accomplished. 
They describe trust that grows between businesses as a 
important building block of a successful relationship and a 
critical economic exchange. 

Therefore, one must accept the conclusion drawn 
by Svensson et al. (2010:3), who argue that, as the 
manufacturer assesses the various aspects of a business 
relationship, various components of trust will most likely be 
used in the evaluation including the trust components of 
credibility, fairness and honesty, therefore suggesting that 
trust is a precursor to loyalty. 

The first hypotheses is:

H1:  Trust has a direct positive influence on 
customer loyalty

Communication

Communication, according to Anderson and Narus 
(1990:44), “can be defined broadly as the formal as well 
as informal sharing of meaningful and timely information 
between firms”.  Gilaninia et al., (2011:795), contend 
that “communication refers to the ability to provide timely 
and trustworthy information”. Gilaninia et al. further 
argue that, “communication is an interactive dialogue 
between the company and its customers”. They state that 
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“communication in relationship marketing means keeping 
in touch with valued customers, providing timely and 
trustworthy information on service and service changes, 
and communicating proactively if a delivery problem occurs” 
(795). They contend that “it is the communicator’s task in 
the early stages to build awareness, develop consumer 
preference (by promoting value, performance and other 
features), convince interested buyers, and encourage them 
to make the purchase decision. Communications also tell 
dissatisfied customers what the organisation is doing to 
rectify the cause of the dissatisfaction” (795). It is with this 
in mind that one can conclude that communication which 
is effected in a timely fashion and with relevant information 
is likely to lead to customers being satisfied and loyal to 
the service provider. Timely communication also assists 
in resolving disagreements and bring into line perceptions 
and anticipations. It can be deduced that communication 
leads to a solid relationship which satisfies all individuals 
and that it should take a proactive rather than reactive 
form.

Therefore, it is the view in this study that a customer’s view 
that previous, present and future communications from 
another provider have been and will be regular and of great 
superiority.  The second hypothesis can be developed:

H2:  Communication has a direct positive influence 
on customer loyalty

Satisfaction

Wilson (1995:338) argues that “because we are discussing 
business relationships, performance satisfaction is a 
critical variable. Partners, especially sellers, must deliver 
high-level satisfaction on the basic elements of the 
business transaction. Buyers need to satisfy their partner’s 
business needs or they risk becoming marginalised”. This 
line of argument is supported by Davis (2008:313), as he 
maintains that “in order to be successful in a business 
relationship, it is necessary for organisations to analyse 
clients’ needs, and determine satisfaction”. This supports 
Ulaga and Eggert’s (2004:316) observation that “customer 
satisfaction is widely accepted among researchers as 
a strong predictor for behavioural variables such as 

repurchase intentions, word-of-mouth, or loyalty”. Kotler 
(1994:20), in turn, stresses that “the key to customer 
retention and loyalty is customer satisfaction”.

Wilson (1995:338) defines performance satisfaction 
as “the degree to which the business transaction 
meets the business performance expectations of the 
partner”. He states that it “includes both product specific 
performance and non-product attributes”. Geyskens 
et al., (1999:223) define a purchasing manager’s 
satisfaction with a supplier “as an affective state of mind 
resulting from the appraisal of all relevant aspects of 
the business relationship”. Roberts-Lombard (2009:73) 
defines customer satisfaction as “the degree to which a 
business’s product or service performance matches up 
to the expectation of the customer. If the performance 
matches or exceeds the expectations, then the customer 
is satisfied, if the performance is below par then the 
customer is dissatisfied”.  Van Vuuren et al. (2012:25), 
importantly, state that “customer satisfaction is influenced 
by expectations, perceived service and perceived 
quality. Expectations influence total satisfaction when the 
customer evaluates a product or service. Satisfaction is 
a customer’s emotional response when evaluating the 
discrepancy between expectations regarding the service 
and the perception of actual performance. Perceived 
quality is measured through recent service experiences 
that consist of two components, namely perceived 
product quality and perceived service quality” (2012:25). 
Davis (2008:313) states that customer satisfaction falls 
into different categories, including “a demonstrated 
understanding of their problems, needs or interests; an 
interactive and communicative relationship; consistency 
in time and budget (additional costs providing value); 
meeting expectations and matching previous favourable 
experience, together with process predictability”. It can be 
argued that, as a result, “satisfaction clearly arises from 
a cognitive process of comparing perceived performance 
against some comparison standards and the feeling of 
satisfaction essentially represents an affective state of 
mind” (Ulaga & Eggert, 2004:316).
Gilaninia et al. (2011:796) view loyalty as “a deeply held 
commitment to re-buy or re-patronise a preferred product 
or service in the future despite situational influences and 
marketing efforts having the potential to cause switching 
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behaviour”. Van Vuuren et al. (2012:84) observe that the 
notion of customer loyalty has been well-defined in different 
ways, however, “there are two key characteristics: Firstly, 
loyalty encompasses attitude and behaviour or behavioural 
intention, and secondly, loyalty is assessed and created 
over time”. Consequently, the aim of this paper, customer 
loyalty is about businesses in a business relationship with 
each other for more than one year.

Consequently, in line with the findings of Palmatier, Dant, 
Grewel and Evans (2006), this paper put satisfaction as 
a predecessor to continuity/loyalty. Therefore the third 
hypothesis is:

H3: Customer satisfaction has a direct positive 
influence on customer loyalty

Commitment

Rauyruen et al. (2007:3) state that “the concept of 
commitment stems from industrial and organisational 
psychology and has been viewed as an intention to 
continue a course of action or activity such as maintaining 
a relationship with a business partner”. Morgan and Hunt 
(1994:23), propose that “relationship commitment is 
central to relationship marketing and is viewed as critical in 
the literatures of organisational and buyer behaviour and 
is one of the most important variables for understanding 
the strength of a marketing relationship, and it is a useful 
construct for measuring the likelihood of customer loyalty 
and satisfaction as well as for predicting future purchase 
frequency”.  This view is supported by Anderson et al. 
(1987), Anderson and Weitz (1989), Jackson (1985), and 
Dwyer et al. (1987). 

Wilson (1995:337) argues that “commitment is the 
most common dependent variable used in buyer-
seller relationship studies”. Wilson (1995:337) views 
commitment as “an important variable in discriminating 
stayers and leavers, it is the desire to continue the 
relationship and to work to ensure its continuance and that 
commitment is an implicit pledge of relational continuity 
between exchange partners”. Wilson (1995:337) 
concludes that “commitment implies importance of the 
relationship to the partners and a desire to continue the 

relationship into the future”. Therefore, “a relationship 
atmosphere where both parties believe they can achieve 
goals without opportunism should show evidence of 
a high level of commitment which in turn should show 
higher levels of loyalty with the relationship”, (Farrelly & 
Quester, 2005:212). Hence, it is possible to advance the 
fourth hypothesis as follows:

H4:  Commitment has a direct positive influence on 
customer loyalty/continuity

Supplier competencies

A competence is defined as “an ability to sustain the 
coordinated deployment of assets in a way that helps a 
firm to achieve its goals” (Sanchez et al., 1996:8). Hunt 
and Morgan (2006:79) argue that “competences are 
crucial in enabling firms to use their resources efficiently 
and/or effectively and as a result, competencies are 
sources of competitive advantage”.  This is so because 
competencies are tacit, complex, organisation-specific, 
and they are difficult to imitate. 

According to Goffin et al. (2006:204), supplier 
competencies include well-known factors such as quality, 
price, delivery performance, flexibility, joint problem 
solving, special product capability, and new product 
development. If these conditions are met, a positive 
relationship can be established. In addition to this, the 
ability of the supplier to provide specialised training 
programs on product use is vital, (Skarmeas & Robson, 
2008:175). The presence of these investments enables 
partners to implement relationship exchanges more 
satisfactorily and may increase their business activities. 

The fifth hypothesis can be developed as follows:

H5:  Supplier competencies have a direct positive 
influence on customer loyalty

METHODOLOGY

This article adopted a survey-based research design to 
find out the predictors and outcomes in the South African 
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cement manufacturing industry. The survey research 
method, according to Bush et al. (2009:235), “requires 
that individuals answer the same predetermined set of 
questions and that responses are selected from a set of 
possible answers to be recorded in a structured, precise 
manner”. Saunders et al. (2007:177) state that “surveys are 
usually conducted using questionnaires which allow for the 
collection of standardised data from a sizeable population 
in a highly economical way and the survey strategy is 
perceived as authoritative by people in general and is 
both comparatively easy to explain and to understand”. 
Therefore, they continue, “the survey strategy allows you to 
collect quantitative data which you can analyse quantitatively 
using descriptive and inferential statistics and data 
collected using a survey strategy can be used to suggest 
possible reasons for particular relationships between 
variables and to produce models of these relationships” 
(177). The personal survey method (interview-administered 
survey) was selected for this paper to get information from 
decision makers in the cement industry. As indicated by 
Wilson (2012:131), “personal-interviewing methods involve 
meeting the respondent face-to-face and interviewing them 
using a paper based questionnaire, a lap-top computer or 
an electronic notepad”. Personal-interviewing was chosen 
because it is more suitable for “business-to-business or 
organisational research which requires interviews with 
business executives” (Burns & Bush, 2010:280).

Non-probability sampling in the form of judgemental 
sampling was used. Judgemental sampling was chosen 
because it is the most suitable sampling technique for 
business-to-business markets, according to Wilson 
(2012:192). Also of particular importance is the fact that “a 
carefully chosen judgemental sample may be better able to 
represent the mix of potential respondents in a population 
than even a probability sample as you can balance your 
sample to be in keeping with known market characteristics” 
(Wilson, 2012:192).

The sample respondents were major customers of the three 
main cement manufacturing firms in South Africa. A total of 362 
respondents (from across all nine provinces) were targeted, 
making it a large enough sample for the researcher to be in 
a position to generalise the results to the entire population. 
The judgemental sampling method was chosen because, 

to reiterate, the research was conducted with the major 
customers of cement suppliers. A judgemental sampling 
design is “used where the collection of specialised informed 
inputs on the topic area researched is vital, and the use 
of any other sampling design would not offer opportunities 
to obtain the specialised information” (Sekaran & Bougie,  
2013:259).

Research assistants were used to collect data using 
structured, self-administered questionnaires. They were 
to set up appointments and sit with the respondents while 
the respondents completed the questionnaire. This was 
done in order to improve the response rate. Questionnaires 
were placed in envelopes, and after completing them, 
the respondents would place them back in the envelopes 
and seal them. Another reason research assistants were 
used is because of the nature of the sample design and 
the respondents characteristics, who are senior business 
people who are difficult to get hold of and who have little 
free time or are unlikely to complete questionnaires when 
left alone to do it.  

RESULTS

Demographic statistics

In order to achieve this study’s mentioned objectives and to 
answer the research hypotheses, 362 questionnaires were 
distributed using the In-Office Personal Interviewing Method. 
A 100% response rate was achieved. What was paramount 
to this success was the accuracy of the respondents’ details 
and the relationship which exists between the respondents 
and the salespersons. Also, the correct respondents with the 
correct know-how and knowledge of the industry constituted 
the majority of the respondents.

71% of the respondents were male and females constituted 
29% of the sample. This shows that the cement industry 
customers are predominantly male, the majority (47.2%) 
of the sample is white, followed by Black African (25.4%), 
Coloured (16.6%) and Asian/Indian (10.8%). This shows that 
white people control about half of the industry, despite the 
fact that only 8% of the entire populace are white and 80% of 
the populace of South Africa is black (Stats SA, 2015).
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The common respondents were buyers (30.9%), followed 
by managing directors (23.2%), and then marketing 
managers (7.5%). The smallest categories included those 
of logistics manager, foreman, personal assistant, credit 
controller, factory manager and supervisor. The research 
was clearly taken very seriously as indicated by the willing 
participation of senior decision makers, who completed 
the survey. This makes the research results of this study 
very credible as the cooperation of such respondents is 
generally difficult to obtain. 

Most of the sample respondents were from Gauteng 
(20.50%), followed by the Western Cape (17.1%) and the 
Eastern Cape (15%). This is so because Gauteng is the 
economic hub of South Africa, and most businesses have 
their head offices in Gauteng. 

Reliabilities and Validity of Measurement 
Scales used in the Study

Before a discussion around the correlations of the 
constructs, the reliabilities of the scales have to 

be ascertained using Cronbach’s Alpha Coefficient 
measurement. Reliability “is the degree to which the 
observed variable measures the ‘true’ value and is ‘error’ 
free” (Bush et al., 2009:8). Pallant (2007:7), defines the 
validity of a scale as “the degree to which it measures 
what it is supposed to measure”. The following measures 
were put in place to ensure validity:

• The questionnaire was directly aligned by the 
research objectives

• Response from the test study was used to make the 
necessary adjustments to the final questionnaire

• A big sample was utilised to improve the correctness 
of the outcomes 

The closer the values are to 1, the greater the reliability 
of the scale. All the Cronbach’s Alpha of the scales 
considered in this study indicates a good reliability  
(> .7).

TABLE 1: DESCRIPTIVE STATISTICS: SUMMARY

 N
Mean of the 
computed 
construct

Std. Deviation 
(computed)

Mean on a 
scale 
of 7

Standard Deviation 
on a scale of 7

Competency_factor 362 24.55 3.521 6.14 0.88

Trust_factor 362 19.43 2.467 6.48 0.82

Commitment_factor 362 18.80 2.568 6.27 0.86

Communication
factor 362 19.13 2.531 6.38 0.84

Satisfaction_factor 362 25.33 3.222 6.33 0.81

Loyalty_factor 362 18.71 2.669 6.24 0.89

Valid N (listwise) 362
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All the means in Table 1 are around 6, meaning that, in 
general, the sample agrees with all the items of various 
construct involved in the study. All the Standard deviations 
which are less than 1 indicate that the opinions about 
the items of the various constructs are not significantly 
different across the sample. 

Correlation among constructs

According to Bush et al. (2009:171), the “Correlation 
coefficient (r) indicates the strength of association between 
any two metric variables. The sign (+ or -) indicates the 
direction of the relationship. The value range from +1 
to -1, with +1 indicating a perfect positive relationship, 
0 indicating no relationship, and -1 indicating a perfect 
negative or reverse relationship ( as one variable grows 
larger, the other variable grows smaller)”.
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Discussion

Correlations among constructs

In this study, trust has the strongest positive association 
with all the variables. This is consistent with most of the 
research in relationship marketing. Trust is the mostly 
widely accepted concept in relationship marketing 
(Svensson et al., 2010; Skarmeas et al., 2008; Skarmeas 
& Robson, 2008; Morgan & Hunt 1994; Dwyer et al., 
1987). Trust, according to Wilson (1995:337), “is a 
fundamental relationship model building block and as 
such is included in most relationship models”.  In the 
words of Ulaga and Eggert (2004:315), “In a business-
to-business relationship, (as in the case of this study), 
the customer will attempt to reduce its perceived risk by 
selecting a supplier seen as capable of performing reliably 
(credibility) and demonstrate its interest in the buyer’s 
well-being (benevolence)”. In this industry, customers trust 
a cement supplier if there is constant, timely, and regular 
communication, if the supplier demonstrates competence 
in the products they offer, if they are satisfied with the 
supplier and if they cooperate with the supplier. Therefore, 
in the cement industry, trust is an important dimensions of 
relationship marketing. Communication has a very strong 
association with satisfaction, cooperation, trust, loyalty 
and competencies. 

Satisfaction has a strong association with trust and 
communication. Loyal customers are likely to cooperate 
with suppliers. Competencies have strong association 
with trust and a modest connotation with commitment, 
satisfaction and loyalty. From the empirical finding of the 
study, the following have been recognised as the predictors 
of customer loyalty in the South African cement industry, 
in order of their importance, the first being very import and 
the last the least:

• Satisfaction

• Communication

• Trust

• Supplier competencies

• Commitment

Results of hypotheses

The following are the results of the hypotheses:

H1:  Trust has a direct and positive influence on loyalty: 
Supported

H2:  Communication has a direct and positive influence 
on loyalty: Supported

H3:  Satisfaction has a direct and positive influence on 
loyalty: Supported

H4:  Commitment has a direct and positive influence 
on loyalty: Supported

H5:  Supplier Competencies has a direct and positive 
influence on loyalty: Supported

CONCLUSION

Relationship Marketing is primarily concerned with 
retaining, attracting, and maintaining relationships with 
customers in order to meet mutual objectives of the parties 
involved by creating value for customers and treating 
them as co-producers. This form of marketing concerns 
the facilitation and management of the relationships 
between the business and its customers. In today’s 
world, customers have more choice and are becoming 
increasingly sophisticated, thus companies need to 
become more savvy in order to establish and sustain 
customer loyalty. 

Customer loyalty has developed relevance in the cement 
industry after the opening of the industry to competition 
in 1994, the coming in of new competitors into the 
marketplace, the result of globalization, the changes in 
legislation, and the need to become more profitable in 
the long term. The study’s literature reveals that, while 
the adoption of relationship marketing is one of seeking 
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benefits to both parties, it might not constantly be proper to 
follow a totally problem-solving-free approach. There may 
be challenges related with strictly applying the relationship 
marketing approach as a ‘straight jacket’. Therefore, 
caution has to be taken when implementing relationship 
strategies by treating each case on its individual merit by 
conducting cost-benefit analyses.
 
The predictors of customer loyalty for the cement industry 
in South Africa were identified in this  study, and it is hoped 
that this will go a long way in addressing the deficiencies 
in implementing relationship marketing strategies. The 
outcomes of this paper indicate that satisfaction is pivotal 
to relationship building in the South African Cement 
Industry.  Customer satisfaction has the strongest 
influence on customer loyalty. Customer loyalty is vital 
for commercial success in terms of continuous purchase, 
referrals, retention, and sustainable profitability.

Trust and communication have a major influence on 
customer loyalty in the South African cement industry. 
Therefore, the key predictive variables in this industry 
are trust, communication, satisfaction, commitment and 
supplier competencies. As a result, the empirical results 
suggest that a major paradigm shift from production/sales 
orientation towards a relationship marketing orientation 
is necessary.

RECOMMENDATIONS

It is recommended that manufacturers of cement 
products must develop strategies and procedures 
which ensure that the products or services offered 
match or exceed customer expectations. This means a 
cement manufacturer has to spend a lot of resources in 
satisfying customer needs in order to meet organisational 
goals and objectives. Satisfaction leads to loyalty, 
which is an important factor for a supplier to secure a 
competitive advantage. Loyal customers ensure that 
an enterprise is profitable in a number of ways, one of 
which is that they tend to pass on good word of mouth 
about the establishment. Satisfaction leads to long-term 
relationships, commitment, and a decreased likelihood of 
terminating relationships. 

The five predictors have been established to have a major 
influence on customer loyalty in the South African cement 
industry. It is recommended that a cement manufacturer 
has to invest in strategies to achieve customer loyalty. 
Hence, for a cement manufacturer to be able to maintain 
its position in the marketplace, retain customers,  
and become more profitable, it must be able to generate 
trust, have effective communication strategies, and 
satisfy its customers. By doing this, the manufacturer will 
be in a position to gain loyal customers, customers who  
are willing to cooperate, customers who are willing to 
remain in a relationship for a long time, and customers 
who are enthusiastic to extent encouraging word of 
mouth, thus helping to improve the firm’s reputation in 
the market.
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ABSTRACT

The marketing of infant feeding products is a very difficult task as 
the infant nutrition industry is highly regulated. Despite operating 
under strict regulations, the infant formula manufacturing 
industry is still a very attractive industry to be in.  

The medical nutrition industry currently makes mainly use 
of medical representatives to do their product marketing. 
Manufacturing companies invest a considerable amount 
of money into the development of their products and the 
training of medical representatives and trust that this will be 
enough to persuade healthcare professionals to recommend 
their products. The objective of this research was to analyse 
the main contributing factors that enhance prescription of 
specialised infant formula by healthcare professionals.  This 
study was conducted in a positivistic paradigm by making use 
of a quantitative approach. Healthcare professionals from a city 
in South Africa, working with paediatric patients were included 
in this study.  The healthcare professionals were chosen by a 

convenience sampling method and were then interviewed.  The 
empirical interview results were substantiated with the interpretive 
findings which were in the form of verbatim statements extracted 
directly from the research questionnaire. Linkage between the 
dependable variable (prescription) and independent variables 
(manufacturing company; product composition; cost of product; 
medical representative and peers) were established and 
analysed.  The research revealed that prescription behaviour 
is an important construct which can be measured in medical 
practices. Prescription behaviour is correlated with positive 
business and medical outcomes and manufacturing companies 
are able to exert influence over it through the identified variables.  
Of these variables, efficacy of a product, trusted manufacturing 
company and the medical representatives were found to have 
direct and significant effects. Healthcare professionals tend to 
prescribe a specialised infant formula if they have experience 
results and trust the outcome of the product. 

Keywords:  Marketing, healthcare marketing, medical product 
marketing, specialised infant formula marketing.
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INTRODUCTION

Breast-milk is potentially the best source of nutrition for an 
infant, however in certain cases women may be advised not 
to breastfeed and rather use specially formulated milk. 

These cases include:

• The use of certain medications. 

• The presence of a specific illness. 

• Infants who have a metabolic disorder or are allergic to 
mother’s breast-milk.

A study completed by Yee and Chin (2007) found that 
parents are very quality orientated and consider quality and 
brand when deciding on an infant formula.  Claims from 
manufacturers regarding specific health benefits and the 
medical conditions of their child are also significant reasons 
that influence their decision (Sowden, Marais and Beukes, 
2009). In response to protect consumers from health claims 
made by pharmaceutical companies, the South African 
Department of Health published the Regulations Relating 
to Foodstuffs for Infants and Young Children R991 on 6 
December 2012. The regulations aim to control the labelling 
(health claims), composition, packaging, manufacturing, 
sale and promotion of infant formula (Tshikovhi, Gericke 
and Becker, 2015).

An infant formula manufacturing company is not allowed 
to endorse products in an indirect manner by endorsing 
research bursaries, financial support for equipment or 
sponsorship, unless prior authorisation has been attained 
from the  Director-General of the Department of Health. 
Sales encouragement or advertisement through healthcare 
professionals or health establishments of products 
competing with breast-milk are prohibited.  A private 
pharmacy or commercial outlet may sell infant formula, 
but has to abstain from promoting or advertising in any 
way. Only healthcare professionals are allowed to speak 
to parents directly with regards to deciding on a suitable 
infant formula for their infant. Employees working for infant 
formula manufacturing company or commercial workers are 
strictly forbidden as well (Mills, 2014). The stringent codes 

of the World Health Organisation and R991 confine the 
infant formula companies to develop innovative marketing 
strategies.  

BACKGROUND TO THE STUDY

There are various reasons that support the necessity of an IF 
(Infant formula) on the market.  The industry still generates 
high revenues on an annual basis, despite operating under 
such strict regulations.  

Medical nutrition companies aspire to understand product 
requirements of healthcare professionals and medical 
representatives. This is to enable direct investment to acquire 
market share without wasting resources. The primary 
customer is the Health Care Professionals prescribing the 
Infant Formula (IF) (Bassi, 2013). The medical nutrition 
industries currently make use of Medical Representatives 
for product marketing.  The role of a Medical Representative 
is to detail the features and benefits of a specific product to 
a Healthcare Professional (HCP) with the aim to persuade 
the Healthcare Professional to recommend the product to 
parents.  Literature revealed that a Healthcare Professional 
will prescribe a product if it is manufactured by a reputable 
company, abides by European Society for Paediatric 
Gastroenterology Hepatology and Nutrition guidelines, 
is tested in trials and the results have been published in 
trusted scientific sources. 

This study focused only on specialised infant formula 
indicated for cow’s milk protein allergy. Cow’s milk protein 
allergy is the most common single allergy in infants.  
Prevalence of this allergy is about 2.5% in the first three 
years of life.  Breast-milk, the infant’s best source of nutrition 
and protection against atopic diseases, is the preferred food 
for all infants.  When the use of breast-milk is not possible, 
extensively hydrolysates cow’s milk formulas are preferred 
alternatives to standard cow’s milk formulas.  

PROBLEM STATEMENT

Manufacturing companies invest substantial resources 
in developing their products and in training Medical 
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Representatives and trust that this will be enough to 
persuade Healthcare Professionals to recommend their 
products to parents.  

The sale of Infant Formula products depend predominantly 
on the recommendations of Healthcare Professionals.  The 
researchers agreed with Owens, et al. (2012) that all Infant 
Formulas are nutritionally interchangeable, because they 
are obliged to contain sufficient amounts of basic nutrients 
to be classified as breast-milk substitute. No evidence 
exists to recommend one brand above another. Based 
on this statement, how do Healthcare Professionals then 
decide which Infant Formula to recommend?  

Manufacturing companies are not allowed to market Infant 
Formula directly because of the strict regulations.  Medical 
Representatives are the face of the company and can only 
share scientific information with Healthcare Professionals. 
How effective is this strategy? If strict guidelines result in all 
Infant formulas to be almost exactly the same, what really 
are the contributing factors that enhance prescription of 
Healthcare Professionals?

RESEARCH OBJECTIVES

Primary research objective

To develop a marketing framework to enhance healthcare 
professionals’ prescription for specialised infant formula.

Secondary research objectives

To give cause to the primary objective of this study, the 
following secondary research objectives were formulated:

• Conduct a literature review to identify and evaluate 
current personal selling techniques.  

• To conduct a quantitative study by means of 
a structured questionnaire with Healthcare 
Professionals to determine the persuading factors in 
a specialised Infant Formula; to evaluate what the 
Healthcare Professionals perceive as important in 
a specialised product; to evaluate the importance 

of the manufacturing company, cost and availability, 
as well as to determine the roles of the Medical 
Representatives and peers in the prescribing practice 
of Healthcare Professionals.

• To establish how prescribing habits of Healthcare 
Professionals can be measured.

• To collect and analyse primary data; deliver relevant 
conclusions and recommendations based on the 
findings of the questionnaires of the Healthcare 
Professionals; and determine the effectiveness of 
manufacturing companies in enhancing Healthcare 
Professionals prescriptions for specialised infant 
formula, by the Medical Representative detailing the 
products to the Healthcare Professional.

LITERATURE REVIEW

A substrata body of research identify the factors which 
influence the Healthcare Professionals prescribing 
decisions and practice. The related literature suggests 
several factors that may have a role in influencing the 
prescribing behaviour of Healthcare Professionals.  Some 
factors are fixed and they do not offer any opportunity for 
modification and improvements in prescribing behaviour.  
Such factors for instance include, the age and sex of 
the Healthcare Professional or the patient, the socio-
economic characteristics of the practicing area or the 
reimbursement status of therapy.  On the other hand, there 
are factors which can be influenced and in turn cause a 
modification to the prescribing behaviour of Healthcare 
Professionals.  Such factors may be the under and post 
graduate education and the experience of the Healthcare 
Professional, various social factors, and the number 
of practitioners in a practice.  This information can help 
companies to identify the measures needed to improve the 
effectiveness of Medical Representatives personal selling 
skills and consequently it can contribute towards a greater 
economic and clinical efficiency of the use of specialised 
infant formula.  

Research done by Theodorou, et al (2009), Maynor 
(2010) and Koletzko, et al (2005) disclose that clinical 
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effectiveness is the most important factor considered 
by Healthcare Professionals when they prescribe 
pharmaceutical drugs.  Consistent data from various 
studies reveals that pharmaceutical sales representatives, 
medical cost, patient medical aid coverage, drug price and 
peers of the Healthcare Professional are important factors 
influencing prescribing decision.   Literature also revealed 
that a Healthcare Professionals will prescribe a product 

if it is manufactured by a reputable company, abides by 
The European Society for Paediatric Gastroenterology 
Hepatology and Nutrition guidelines, is tested in trials 
and the results have been published in trusted scientific 
sources.  After a thorough review of the literature, a basic 
hypothesised model was developed before testing and is 
illustrated in Figure 1. 

Manufacturing 
company

Product
efficacy

Cost of
Product

Medical
Representative

Peers of
HCP

PRESCRIPTION
BEHAVIOUR

Figure 1:  A hypothesised model for healthcare professional prescription behaviour of specialised infant formula  
Source: (Author’s own construction based on the literature review)

RESEARCH DESIGN

Research methodology

This is a quantitative study done in a positivistic paradigm.  
The researcher made use of a structured research 
instrument with Likert type statements.  The healthcare 
professionals working with specialised infant formula in a 
particular city, were analysed.  The results of this study, 
propose a framework which could be generally applied to 
the healthcare professionals’ community throughout South 
Africa.  

The following process was followed to address the main 
problem and the sub-questions:

• A hypotheses was developed from the literature 
review and was used to aid the researcher in the 
construction of a hypothesised model.

• A comprehensive research questionnaire was 
constructed and used as an interview guide to 
determine the most relevant influencing factors of 
Healthcare Professional (HCPs’) prescribing habits.

• Empirical data was acquired by conducting face-to-
face interviews.

• Results were captured by using Microsoft  
Excel. The researchers analysed and interpreted  
the data.  
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The hypotheses and foundation for the 
conceptual model

The following null and alternative hypotheses were 
formulated to assist in attaining the above mentioned 
primary and secondary research objectives for testing with 
empirical research:

H01 =  Manufacturing companies exert no influence on 
prescribing habits

HA1 =  Manufacturing companies influence prescribing 
habits

H02 =  Product efficacy exerts no influence on prescribing 
habits

HA2 =  Product efficacy influences prescribing habits

H03 =  Cost of product exerts no influence on prescribing 
habits

HA3 =  Cost of product influences prescribing habits

H04 =  Medical representative has no influence on 
prescribing habits

HA4 = Medical representative has an influence on 
prescribing habits

H05 =  Peers have no influence on prescribing habits
HA5 =  Peers have an influence on prescribing habits

Reviewed literature shows that all of the above independent 
variables would exert a positive effect on the prescribing 
habits of healthcare professionals. The study aimed to 
determine the key influencing variables, after the results 
of the empirical data were analysed.  

Population and sample

The target population investigated was healthcare 
professionals who work with infants with specialised 
conditions. The healthcare professionals included in this 
sample consisted of paediatricians, dieticians and nurses 
within a specific city.  This population was chosen because 
parents take their children to these specific Healthcare 
Professionals for evaluation and advice regarding the 
purchase of the correct specialised infant formula.  

The sample of healthcare professionals scripting specialised 
infant formula in this city included 63 individuals. The 
researcher conducted interviews with respondents which 
varied in length from 4:36 to 37:44 minutes. The interview 
framework consisted of five independent variables, 
therefore it was hoped that there would be a minimum of 25 
respondents to give the results more credence (minimum 
of five responses per measurable variable) (Arnolds, 
2014). This study is classified as a narrower level, 25 to 50 
respondents.  At the narrower level, the general preference 
for larger over smaller numbers still persists (Yin, 2011).  
The researchers focused on respondents who deal with 
the specific topic under discussion, therefore accepting a 
narrower study and focused on the complexity and depth 
of data collection.  The potential number of respondents 
for each profession is illustrated in the table below:

TABLE 1: POTENTIAL RESPONDENTS FROM HEALTHCARE 

PROFESSIONALS SCRIPTING SPECIALISED INFANT FORMULA IN 

THIS CITY:

Respondent type Potential number
Paediatrician 12

Dietician 31

Nurse 20

TOTAL 63

Source: (Authors construction based on Medical Representative 
Database)

The research instrument for this study consisted of 
closed ended statements, requiring the respondent to 
register their degree of important or not important with the 
sentiments expressed, as well as open ended questions 
requiring the respondent to express personal opinion. 
The researcher also asked the question why often, to 
uncover the true meaning of statements. The researcher 
investigated further, by asking more specific questions, 
after the majority of respondents gave the same answers. 
The design of the framework, according to Wegner (2012) 
is of utmost importance in ensuring that the collected data 
is appropriate, accurate and credible (Wegner, 2012). 
Statements were short and simple with no jargon or 
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uncertainty and context for the research was given in a 
cover letter.  The guidance from Collis and Hussey (2014) 
was followed and every effort was made to use an effective 
design.

Response rate

Healthcare professionals working with paediatric patients 
in this city were interviewed for this study.  The researchers 
had access to 63 healthcare professionals by making use 
of a medical representative data base.  The interviews 
were conducted in a face-to-face manner.  The researchers 
made appointments with various Healthcare Professional 
(HCPs) and managed to interview 39 Healthcare 
Professional (HCPs), consisting of paediatricians working 
in the private sector, dieticians working both in the state 

and private sectors and nurses practicing in private baby 
clinics. This is displayed in table 2:

Table 2: Potential respondents from healthcare 
professionals scripting specialised infant formula in this city

Respondent 
type

Frequency of 
response

Percentage (%)

Paediatrician 5      12.8

Dietician 17    43.6

Private Nurse 17    43.6

TOTAL 39    100

Source: (Authors construction from empirical data)

Chart 1:  Healthcare Professional (HCP) participation 

It was difficult to interview the paediatricians because of 
availability. The researchers made appointments, but the 
paediatricians were not always able to abide with this due 
to patient responsibility or did not have 10 minutes to spare 

for the interview. The nurses and dieticians were easier to 
gain access to and the researchers could interview them 
for longer periods of time.  
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PRESENTATION AND DISCUSSION OF 
RESULTS

Section A: Healthcare professionals’ 
perception of a product

The questions in Section A aimed to determine the 
healthcare professionals’ perception of a product by 
assessing the importance of three independent variables: 
the manufacturing company, product composition 
and cost of product. The researchers made use of a  

Likert scale to determine the importance of a 
manufacturing company and scientific trials completed 
on a product. 

Question 1: How important is the credibility of a manufacturing company to a healthcare professional’s 
perception of a product?

Chart 2:  Importance of the credibility of a manufacturing company 

Chart 2 illustrates clearly that the credibility of a 
manufacturing company is very important for sixty four 
percent (n=25) of the respondents. Eighty two percent 
(n=14) of the dieticians and fifty three percent (n=9) of 
nurses rate the credibility of a manufacturing company 

as very important on the Likert scale. Forty percent of the 
paediatricians (n=2) rate the credibility of a manufacturing 
company as very important as well as just important. It is 
evident that the credibility of a manufacturing company is 
of utmost importance for all three professional categories.
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Question 2: How important is the scientific testing done on a product to a healthcare professional?

Chart 3: Importance of scientific trials done on a product

Scientific trials are very important to sixty seven percent 
(n=26) of healthcare professionals according to the above 
Chart, consisting of eighty two percent (n=14) of dieticians, 
sixty percent (n=3) of paediatricians and fifty three percent 
(n=9) of nurses.    

Question 3:  What is the key reason for prescribing a 
product to a healthcare professional?

After a thorough analysis of the data, four key reasons 
emerged as important to a healthcare professional in 
prescribing a specialised infant formula. The four key 
reasons are:  trusted manufacturing company; composition 
of a product; efficacy of a product; and the price of a 
product. The researcher wanted to determine what the 
primary reason is, so therefore asked the healthcare 
professional to choose one.
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Chart 4: Dieticians’ key reason for prescribing a product 

The results in Chart 4 illustrate that dieticians focus 
mainly on the composition of a product fifty three percent 
(n=10), followed by the efficacy of a product with forty two 

percent (n=8). Manufacturing company and price do not 
play such big roles in their perception of a product.  These 
results confirm the nature of dieticians to be scientifically 
orientated.

Chart 5: Paediatricians’ key reasons for prescribing a product

Chart 5 illustrates the key reasons for paediatricians, both 
equally the efficacy and price of a product at thirty three 
percent (n=2), followed by the manufacturing company 
and composition equally at seventeen percent (n=1). 

These results can mean that paediatricians are results 
focused, while attempting to keep the cost of healthcare 
down for parents.  
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Chart 6: Nurses’ key reasons for prescribing a product

Nurses prescribe a product predominantly for the efficacy 
thereof, with sixty five percent (n=13), according to Chart 
6.  The other key reasons can be rated as manufacturing 
company at twenty percent (n=4), composition of a product 

at ten percent (n=2) and lastly price of a product at five 
percent (n=1).  Nurses are practically orientated as the 
results confirm a strong preference for the efficacy of a 
product.

Chart 7: Healthcare professionals’ key reasons for prescribing a product

Chart 7 illustrates all of the respondents’ reasons, which 
are: in favour of efficacy of a product with fifty one percent 
(n=23), followed by composition of a product at twenty nine 

percent (n=13), manufacturing company thirteen percent 
(n=6) and price of a product seven percent (n=3).
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The word efficacy is described in the Oxford Dictionary as 
“having the skill to ascertain a certain outcome or preferred 
result”. The respondents, when prescribing a specialised 
infant formula, are clearly looking for a product that will 
give the desired results.  

Section B: Healthcare professionals’ perception of a 
medical representative

Medical representatives are trained by manufacturing 
companies primarily to market a product in the most 
proficient way to healthcare professionals. This section 
aims to determine the healthcare professionals’ perception 
of a medical representative’s role.

Question 4: What is the healthcare professionals’ 
perception of the role of a medical representative?

This question was asked as an open ended question. 
The healthcare professionals were very frank with their 
answers and it is clear that they have high expectations 
of medical representatives. The medical representative, 
represents the face of the manufacturing company and 
professional, scientific service are expected at all times 
from the healthcare professional. The feedback are listed 
below:

Medical representative profile 

• Open, honest type of person.

• Able to build professional relationship with healthcare 
professionals.

• Trustworthy regarding quality of knowledge.

• Clinical and practical orientated.

• A medical education is an added bonus and increases 
credibility.

• Confident in self and sharing of information.

• Accessible and available via telephone or email.

Products orientated

• Unbiased regarding products strengths and limitations.

• Know products practical and clinical side. 

• Highlight what makes product different from competitors 
and reasoning behind difference / added advantage. 

• Need to have published scientific evidence regarding 
claims and benefits of products.

• Know composition, macro- and micro-nutrients, of a 
product.

Medical representative visitsShare new and relevant 
information at every visit.

• Explain products in a practical manner, focus on results.

• Share product information that is specific to healthcare 
professionals’ clientele.

• Share peers opinions regarding products usage and 
experience.

• Make sure healthcare professional feels comfortable / 
confident in prescribing specific product.

• Visit should be concise in a short period of time. 

• Introduce new concepts. 

• Keep up to date regarding changes in products. 

Product issues

• Sort supply-chain issues out.

• Follow-up and keep to promises.

• Customer service need to be very reliable. 

• React quickly and give feedback. 



MARKETING MANAGEMENT
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  294
ISBN 978-0-620-71113-5

Question 5: Does the healthcare professional pay attention to the information relayed by the medical representative?

Chart 8: Feedback of dieticians, paediatricians and nurses regarding paying attention to information relayed by the Medical 
Representative.

It is apparent according to Chart 8 that the respondents 
pay attention to the information relayed by the medical 
representative, with dieticians displaying one hundred percent 
(n=17), paediatricians eighty percent (n=4) and nurses sixty 

five percent (n=11).  Twenty percent of paediatricians (n=1) 
and thirty five percent (n=6) of nurses only sometimes pay 
attention to information relayed by the medical representative. 
None of the respondents stated ‘no’.

Question 6: What percentage of the information relayed by the medical representative does the healthcare 
professional remember?
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Chart 9: Percentage of information relayed by medical 
representative that healthcare professionals remembered 

The above Chart 9 illustrates very positive results for 
manufacturing companies. The majority of dieticians, 

paediatricians and nurses claim to remember between 
71 – 80 percent of information relayed by the medical 
representative.  

Question 7: Do healthcare professionals make decisions based on the information relayed by the medical 
representative?

Chart 10: Decisions of dieticians, paediatricians and nurses based on information relayed by Medical Representative.

Dieticians are the most sceptical with fifty nine percent 
(n=10) being hesitant, forty percent (n=2) of paediatricians 
are hesitant and in contrast eighty two percent (n=14) of 

nurses’ decisions are based on information relayed by the 
medical representatives.  
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Question 8: How much confidence do healthcare professionals have in the correctness of information relayed by 
the Medical Representative?

Chart 11: Credibility rating of Medical Representative according to dieticians, paediatricians and nurses

Chart 11 displays that nurses perceive medical 
representatives as the most credible with seventy six 
percent (n=13) having complete confidence. Dieticians 
are forty seven percent (n=8) confident and paediatricians 
are seventy five percent (n=3) uncertain regarding the 
credibility of medical representatives.   

Section C:  Healthcare professionals’ decision-
making process

Section C aimed to determine what form or source of 
information is important to healthcare professionals to 
make informed decisions.
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Question 9: How often would healthcare professionals like to see a medical representative?

Chart 12: How often dieticians want to be seen by Medical Representative 

The bulk of dieticians want to be seen every eight weeks - 
forty one percent (n=7), followed by every twelve weeks by 
twenty three percent (n=4), every fourth week by eighteen 

percent (n=3), every six weeks by twelve percent (n=2), 
and only when new information can be shared by six 
percent (n=1).  

Chart 13: How often paediatricians want to be seen by Medical Representative
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Forty percent (n=2) wants to be seen every six weeks, 
and twenty percent (n=1) wants to be seen respectively 

every twenty four weeks, every twelve weeks or every four 
weeks. 

Chart 14: How often nurses want to be seen by Medical Representative

Thirty five percent (n=6) want to be seen every six weeks 
or every four weeks, twelve percent (n=2) every eight 
weeks or weekly, and six percent (n=1) want to be seen 
every six weeks. Nurses regard medical representatives 
as a valuable source of information in their practice. The 

regularity that they want to see a medical representative 
in the above Chart, the trust in information relayed by 
the medical representative in a previous Chart and the 
high credibility in Chart can serve as confirmation of this 
assumption.

Chart 15: How often a healthcare professional wants to be seen by a Medical Representative 
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The above Chart 15 illustrates a colourful image of how 
often the respondents want to be seen by a medical 
representative.  Twenty six percent (n=10) every four 
weeks, twenty three percent (n=9) every eight weeks, 

fifteen percent (n=6) every two weeks, thirteen percent 
(n=5) every twelve or six weeks, five percent (n=2) every 
week and two and a half percent (n=1) only when new 
information can be shared or every twenty four weeks.

Question 10: How does the healthcare professional require the latest information on new specialised infant 
formula?

Chart 16 Dieticians, paediatricians and nurses source of latest information regarding new specialised infant formula

Chart 16 illustrates clearly that 70% dieticians and 85% 
nurses, received their latest information regarding new 
specialised infant formula from a detailing session by a 
medical representative. The majority of paediatricians, 

forty five percent received their latest information from 
a congress and thirty three percent received latest 
information from a medical representative.  
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Chart 17: Healthcare professionals’ source of latest information regarding new specialised infant formula

The collided image of the respondents illustrate that 
seventy percent (n=34) obtain information from medical 
representatives, twelve percent (n=6) from congresses, 

eight percent (n=4) respectively from peers or university 
and two percent (n=1) from journals.  

Question 11: Where does the healthcare professional prefer to receive information regarding specialised infant 
formula?

Chart 18: Preferred choice of source for dieticians, paediatricians and nurses to receive information regarding specialised 
infant formula
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Seventy eight percent of dieticians and sixty seven percent 
of nurses prefer to receive information from a one-on-
one detailing from a medical representative. This allows 
them to ask questions specific to their practice and patient 

conditions to the medical representative.  Fifty percent 
of paediatricians prefer to receive information from 
congresses with an objective speaker.  Paediatricians feel 
this provides a product with more credibility.

Question 12:  What is the healthcare professionals’ main reason for prescribing the most recent specialised infant 
formula scripted?

Chart 19: Dieticians’ key reason for recommending most recent specialised infant formula

As illustrated in Chart 19, thirty eight percent of dieticians 
prescribe a specialised product because the product has 
been tried and tested.  This research included dieticians 
working in the state sector as well, which is why twenty 

seven percent will prescribe a product if it is available and 
nineteen percent will use trial and error of products until 
the results are positive.  
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Chart 20: Paediatricians’ key reason for recommending most recent specialised infant formula

Chart 20 confirms clearly that paediatricians prescribe a 
product because it is tried and trusted as well as other 
reasons. The other reasons are journals or congresses. 
The tried and tested reason is confirmed by Chart 20 
with efficacy of a product receiving a high rating. The 

importance of journals and congresses is confirmed by the 
above Chart as congresses and journals are the preferred 
source of receiving information regarding specialised 
infant formula.  

Chart 21: Nurses’ key reason for recommending most recent specialised infant formula



303

MARKETING MANAGEMENT

ISBN 978-0-620-71113-5

10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th September 2016  

 

Chart 21 displays how nurses are persuaded by medical 
representative to prescribe their products.  Forty four 
percent prescribe products because the medical 
representative convinced them, and thirty nine percent 

because of products been tried and tested.  This chart just 
confirms again the importance of a medical representative 
to a nurse.

Chart 22: Healthcare professionals’ key reason for recommending most recent specialised infant formula

The concluded key reason for recommending a specialised 
infant formula is tried and tested by thirty nine percent, 
followed convinced by medical representative by twenty 
percent, as illustrated in the above Chart.

These results are significant to manufacturing companies 
that have been in the market for some time and are 
threatened by competitors wanting to enter the market.  
It is comforting to conclude that healthcare professionals’ 
key reason for prescribing is because of the efficacy of a 
product because it was tried and tested.

Findings and interpretations of hypotheses

Manufacturing company

The following question was posed as the first research 
question: How important is the credibility of a manufacturing 
company to a healthcare professional’s perception of a 
product? The healthcare professionals were asked to 
rate the importance of the credibility of a manufacturing 
company on a Likert scale.    
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Sixty four percent (64%) of healthcare professionals rated 
the credibility of the manufacturing company as extremely 
important, illustrated in Chart 2.  This rating provides 
proof that the credibility of a manufacturing company is 
extremely important for healthcare professionals.  

Published scientific trials increase the credibility of a 
manufacturing company. This is evident as sixty seven 
percent (67%) of respondents rate scientific trials done 
on products as extremely important, as illustrated in 
Chart 3.

The researcher rejects H01 that manufacturing companies 
exert no influence on prescribing habits.  Manufacturing 
companies do exert an influence on prescribing behaviour 
of healthcare professionals.

Product efficacy

Product efficacy is concluded as the key reason for 
prescribing specialised infant formula for healthcare 
professionals. The word ‘efficacy’ described in the Oxford 
Dictionary as having the skill to ascertain a certain 
outcome or preferred result, hints that these healthcare 
professionals have used the product before with 
satisfactory results. This assumption can be confirmed 
in this study illustrating ‘tried and trusted’ as the highest 
reason for scripting the latest specialised infant formula.   

The researcher rejects H02 that product efficacy 
exerts no influence on prescribing habits of healthcare 
professionals. Product efficacy is the primary reason for 
healthcare professionals to prescribe a specialised infant 
formula.  

Cost of product

Cost of a product is one of the most important market-
related issues when analysing purchasing behaviour 
of consumer goods (Sanlier and Karakus, 2010).  This 
research revealed that healthcare professionals consider 
cost as a secondary factor in their decision-making 
process of prescribing a specialised infant formula. 

The researcher rejects the H03 hypothesis that cost 

of product exerts no influence on prescribing habits, 
because costs are a primary factor for paediatricians. 
Dieticians and nurses also confess if the efficacy and 
composition of a product is exactly the same, then costs 
will be the deciding factor.  

Medical representative

The medical nutrition industry makes use of medical 
representatives to market their products.  The role 
of a medical representative is to detail the features 
and benefits of a specific product to a healthcare 
professional with the aim of persuading the healthcare 
professional to recommend the product to parents. 
Fortunately for manufacturing companies, the results 
of this study illustrate that medical representatives play 
a fundamental role in the decision-making process of 
healthcare professionals.  Question five in the protocol 
asked healthcare professionals if they paid attention to 
information relayed by the medical representative. The 
answers are displayed in Table 3. 

TABLE 3: RESPONDENTS PAY ATTENTION TO INFORMATION 

RELAYED BY THE MEDICAL REPRESENTATIVE

Yes Sometime No

Dieticians 100% 0% 0%

Paediatricians 80% 20% 0%

Nurses 65% 35% 0%

Question six is a follow up question on question five 
and asked healthcare professionals the percentage 
of information they remember, relayed by the medical 
representative. The majority of respondents claim to 
remember between 71 – 80 percent of information relayed 
by the medical representative which was illustrated in 
Chart 9.

Question seven determined if healthcare professionals 
made decisions based on information relayed by the 
medical representative and the results are displayed in 
Table 4.
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TABLE 4: RESPONDENTS DECISIONS BASED ON INFORMATION 

RELAYED BY MEDICAL REPRESENTATIVE

Yes Hesitant No
Dieticians 41% 59% 0%
Paediatricians 60% 40% 0%
Nurses 82% 18% 0%

Nurses and paediatricians trust medical representatives, 
but dieticians are true to their nature, which is hesitant.  

Question seven aimed to determine the confidence 
a healthcare professional has in the correctness of 
information relayed by the medical representative. These 
results were displayed in Chart 11. Nurses have complete 
confidence in the credibility and correctness of information 
relayed by the medical representative. Dieticians feel 
confident in the correctness of information relayed by the 
medical representative, but their confidence will increase 
if the medical representative can back this information 
with a scientific reference. Paediatricians are uncertain 
regarding the correctness of information relayed by the 
medical representative. This is a very strong statement 
and can be confirmed by Chart 20 which illustrated 
that paediatricians prefer to receive information from 
congresses or journals. Dieticians and nurses prefer to 
receive information from a one-on-one detailing session 
with a medical representative. This allows them to ask 
questions specific to their practice and patient conditions.  

The H04 hypothesis is therefore rejected, that the medical 
representative has no influence on prescribing habits of 
healthcare professionals.  

Peers of healthcare professional

The role of peers influencing and shaping prescriber 
opinions and behaviour has been studied by Maynor (2010). 
An unexpected element is the prevalence of informal 
influence and support networks that provide accessible 
and trusted information to healthcare professionals in 
everyday practice.  Peer-led meetings are becoming an 
increasingly important part of healthcare professionals’ 

information sources. Marketers thus need to understand 
how influential peers fit into an overall communications 
mix and how best to leverage peer influence in mounting 
effective local meetings and events (Maynor, 2010).  
The results of this research contradict the fact that 
peers, according to previous research, play a big role in 
the decision-making process of the respondents. Only 
the dieticians regarded peers as an important source of 
information. Therefore, disparity with research done by 
Maynor (2010) means that Ho5 hypothesis is not rejected.  
Peers do not have an influence on the prescribing habits 
of healthcare professionals, interviewed for this study.

CONCLUSIONS AND RECOMMENDATIONS

What are the key factors regarding a product 
that will persuade a healthcare professional to 
prescribe the product?

The researchers posed question three in the protocol to 
healthcare professionals to determine the key reasons 
for prescribing a product. This question aspired to 
determine the respondents’ primary reason for prescribing 
a specialised infant formula.  The researchers narrowed 
the reasons down to four key factors, which are:  trusted 
manufacturing company; composition of a product; efficacy 
of a product; and price of a product. The healthcare 
professional was requested to choose one.  More 
respondents, fifty one percent (51%) rated efficacy as the 
key reason, as illustrated in Chart 7.  The word efficacy is 
described in the Oxford Dictionary as “having the skill to 
ascertain a certain outcome or preferred result”.

The nutritional composition of all infant formulas must meet 
the global standards as recommended by ESPGHAN.  All 
infant formulas must contain sufficient amounts of basic 
nutrients, and are thus nutritionally interchangeable. 
Owens, et al. (2012) conclude in their research that no 
evidence exists to recommend one brand over another 
(Owens, et al., 2012). This brings the research back to the 
main problem: why do healthcare professionals prescribe 
one formula above another, if all are essentially the same?  
Table 5 illustrates the combined results of question three 
in the protocol.
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 TABLE 5: MAIN REASONS OF DIETICIANS, PAEDIATRICIAN AND NURSES FOR PRESCRIBING A SPECIALISED INFANT FORMULA

Trusted 
manufacturing 

company

Composition of 
a product

Efficacy of a 
product

Price of a 
product Total

Dietician 5% 53% 42% 0% 100%
Paediatrician 17% 17% 33% 33% 100%
Nurse 20% 10% 65% 5% 100%
Healthcare 
Professional (HCP) 13% 29% 51% 7% 100%

Source: (Compiled by author)

The results in this study revealed that efficacy of 
a product is the primary reason for prescribing a 
specialised formula.  The researchers probed the 
interviewees to explain their reasoning if all products are 
essentially the same, as stated above by Owens, et al. 
(2012), would they not also produce the same results? 
Dieticians responded by profiling the specific patient’s 
needs first and then comparing various brands to see 
which fits the patient profile the best. The products do 
have small differences in composition, such as additives, 
fatty acids (medium-chain-triglycerides, alpha-linolenic 
acid, and docosahexaenoic acid) or nucleotides that will 
provide benefit for the specific patient condition.  This 
also explains why composition of a product is rated 
the highest for dieticians.  If there is not a significant 
difference in composition of the one product above the 
other, then price of product will be the deciding factor.  
That makes price a secondary reason for choosing the 
specific product.

The paediatricians’ rated efficacy and price of a product 
both at thirty three percent (33%). The paediatricians 
revealed that they prescribe the product they have 
experienced positive results with. Parents tend to be 
indecisive regarding products and experiment with 
various brands. Healthcare professionals call this: 
‘product hopping’.  An infant’s gastro-intestinal track takes 
at least two weeks to adapt to a new formula, therefore 
product hopping is not good for infants. Paediatricians 
prefer products that they have had good results with, and 
will prevent parents from product hopping. A child can 

be on an excellent formula with exceptional results, but 
if the parents cannot afford the product, then there is no 
use. Therefore, the ‘price of product’ is also a relevant 
factor to take into consideration. This makes efficacy and 
price the primary reasons, and manufacturing company 
and composition of product the secondary reasons for 
paediatricians’ prescription.

Nurses are practically orientated with sixty five percent 
(65%) rating efficacy of a product as the key reason. 
Efficacy is the primary reason and manufacturing 
company, price and composition of products are 
secondary reasons for nurses’ prescription.

How can a medical representative add 
maximum value to a healthcare professional’s 
practice? 

Healthcare professionals have clear expectations of 
medical representatives. A medical representative needs 
to have a medical background, be clinical and practically 
inclined, easily assessable, open, honest and easy to 
communicate with.

Recommendations

The research methodology made use of a mixture of 
means to certify that the information collected was both 
reliable and convincing.  Through the application of these 
means and the use of statistical tools, a detailing tool was 
developed. This is illustrated in Table 6.  The detailing tool 
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can help a medical representative to prepare in advance 
for a detailing call.  The tool summarise how often different 
healthcare professionals want to be seen; what aspects 
should be focussed on; how supporting material, like an 
article should be used; how new information should be 

shared; and how competitor activity can be combated. 
This tool along with the empirical data collected from the 
research, allows the formulation of recommendations for 
the enhancing of prescription for specialised infant formula 
from healthcare professionals. 

TABLE 6:  MEDICAL REPRESENTATIVE DETAILING TOOL

Medical Representative Detailing

Dietician Paediatrician Nurse

Visit frequency 4 weeks 6 weeks 2 – 4 weeks

Focus on following in 
a detailing call

-Credibility of 
manufacturing company;
-Composition of product;
-Efficacy of product;

-Information needs to be 
relevant to clientele.

-Credibility of 
manufacturing company;

-Efficacy of product;
- Price of product; 
-Information needs to be 
relevant to clientele.

-Credibility of 
manufacturing company;

-Efficacy of product;

-Information needs to be 
relevant to clientele.

Article under 
discussion

Just  need a reference of 
article

Need a hard copy of 
the article plus a short 
summary of main points in 
article.

Explain article in a practical 
manner.  Nurse does not 
need to see the hard copy 
of the article.

New information Wants to hear about new 
products from the Medical 
Representative.

Prefer to hear about new 
products at congresses or 
from journals.

Wants to hear about new 
products from the Medical 
Representatives.

Fight competitor 
products

By focussing on ‘tried 
and trusted’ component of 
products currently using.

By focussing on ‘tried 
and trusted’ component of 
products currently using; 
or use journals as evidence 
for persuasion.

Medical Representative 
needs to convince nurse 
by making use of practical 
examples.

Source: (Compiled by authors)

The research revealed that prescription behaviour is 
an important construct; it can be measured in medical 
practices; it is correlated with positive business and 
medical outcomes; and manufacturing companies are 
able to exert influence over it through the identified 
variables.  Of these variables efficacy of a product, trusted 
manufacturing company and the medical representatives 

were found to have a direct and significant effect.   
Healthcare professionals tend to prescribe a specialised 
infant formula if they have seen results and trust the 
outcome of the product.  It is advisable for manufacturing 
companies to exert great effort before appointing a medical 
representative, to make sure that the right candidate 
represents the face of the company.
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CHANGING ATTITUDES OF YOUTH TO ENTREPRENEURSHIP: 
AN EXPERIENTIAL LEARNER-CENTERED APPROACH

ABSTRACT

Entrepreneurial education can lead to improved 
entrepreneurial intentions which can affect behaviour. 
Entrepreneurial intention is described as the conscious 
state of mind that precedes action and is the best predictor 
of behaviour. It is important in the context of promoting 
entrepreneurship amongst young people to support the 
development of entrepreneurial intentions as this is a 
precursor to the entrepreneurial act. Personal cognitions 
are formed through peoples’ interaction with the world. It 
would be important to form entrepreneurial cognitions in 
young people. Part of the development of the cognitions 
is that the activity must appear favourable and desirable. 
Entrepreneurial intentions are affected if the behaviour 
is considered desirable and feasible. Entrepreneurship 
education interventions contribute to entrepreneurship 
appearing desirable and feasible. Part of this would be to 
build a culture of entrepreneurship where value is attached 
to entrepreneurship.    

Research has determined that entrepreneurship can be 
taught but that for it to be taught effectively it needs to 
be taught in an action oriented experiential way. This has 
implications for the design of the learning experience in 
the classroom. A key component of enterprise education is 
teaching both ‘through’ and ‘for’ enterprise to support the 
development of the necessary enterprising capacity and 
orientation. 

The researcher has chosen to use a qualitative mode of 
enquiry to investigate the phenomenon of entrepreneurship 
education. The IQA (Interactive Qualitative Approach) 
approach has been selected as the particular methodology 
to investigate the implementation of experientially taught 
entrepreneurship education in 60 pilot schools. According 
to the results there are positive indications of a change 
in the attitude of learners towards entrepreneurship and 
it points to the way that the use of specific pedagogic 
approach in the classroom has contributed to the raising 
of entrepreneurial awareness and desirability. 
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INTRODUCTION:

Youth unemployment has reached crisis proportions 
globally. The International Labour Organization (ILO) 
estimates that 81 million youth are unemployed. (ILO, 
2011) Four out of every ten youth are unemployed 
and youth are three times more likely than adults to be 
unemployed. (ILO, 2012). 

South Africa faces a similar youth unemployment crises. 
In South Africa 66.6% of the population is under the age 
of 34, (Global Entrepreneurship Monitor (GEM), 2013) 
while the unemployment rate amongst youth between 
the ages of 16 to 24 is 52, 9%. It remains the highest 
amongst all age groups and has been on the increase. 
(Quarterly Labour Force Survey, 2013) A recently released 
OECD (Organisation for Economic Co-operation and 
Development) report compared other middle-income 
emerging market economies youth unemployment rate 
to that of South Africa. They found that South Africa had 
the worst rate of unemployment amongst youth in the 36 
countries’ surveyed, employing only 50% of their youth as 
opposed to other countries 80 percent. (GEM, 2013).   

Various solutions have been proposed to address the 
youth unemployment crisis. One of the frequently cited 
solutions globally is the contribution that entrepreneurship 
can make to address the youth unemployment challenge. 
(ILO, 2011) Against this backdrop the South African Global 
Entrepreneurship Monitor (GEM) (2013) confirms that 
the entrepreneurial levels among South African potential 
youth entrepreneurs is substantially below average when 
compared to other countries in Sub-Saharan Africa. Youth 
taking up entrepreneurship are motivated primarily by 
necessity and not by opportunity, often citing not finding 
a job as the reason. If entrepreneurship is cited as the 
solution to the youth unemployment crisis, this poses 
questions around the prevailing entrepreneurship culture 
in South Africa and asks how this can be promoted.    

Education in South Africa does not orientate or prepare 
our youth for a career in entrepreneurship, but rather 
orientates to formal employment opportunities which the 
current economy cannot accommodate and for which many 
of the youth are unprepared. (Centre for Development and 

Enterprise Report, 2012).  Education has a key role to play 
in creating entrepreneurial mind-sets and attitudes amongst 
youth to support the development of an entrepreneurial 
culture in South Africa. (Kew et al., 2013) More and more 
countries around the world have introduced or are working 
towards introducing policy measures to support the growth 
of an ‘enterprise culture’ and entrepreneurship (ILO, 2012). 
In particular, efforts have been made towards introducing 
entrepreneurship into the educational system as a way to 
develop entrepreneurial attitudes, skills, behaviours and 
mind-sets improving young people’s employability overall.” 
(ILO, 2011). Maas and Herrington (2011) support the role 
of education and training in cultivating an entrepreneurial 
mind set in individuals. 

Research (Fiet & Barney, 2002; Hisrich, Peters & 
Shepherd, 2005) points out that certain key skills related 
to identifying credible opportunities can be identified 
and taught. The current South African secondary school 
curriculum includes a subject called Business Studies 
which essentially focuses on core competencies to run a 
small business. There is a brief section in the curriculum 
that addresses the issue of ‘entrepreneurship’ but only in 
a theoretical context.  Entrepreneurship in its essence is 
about seeing opportunities and taking action to realize 
them. Building this entrepreneurial capacity involves the 
development of certain ‘soft skills’ such as creativity, sense 
of initiative, risk-taking, problem-solving ability, autonomy 
and self-confidence (Gibb, 2008). This knowledge cannot 
be learnt as just a theoretical construct through the so-
called ‘chalk and talk’ teaching methodology. The teaching 
of entrepreneurship requires an action-oriented, practical, 
experiential teaching approach focused more on learning 
by doing. (Gibb, 2008).

In the context of the above mentioned challenges related to 
youth unemployment and the contribution entrepreneurship 
education can make promoting entrepreneurial attitudes 
and capacities, the aim of this paper has been to record and 
evaluate the activities of a study to introduce an experiential 
teaching methodology to teach entrepreneurship skills and 
competencies to Grade 10 Business Studies learners in 
60 pilot schools around the Free State Province. Business 
Studies Teachers were trained and supported to use an 
experiential learning methodology in the classroom. ‘Real 
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life’ scenarios capturing interviews with entrepreneurs 
on video were brought into the classroom to provide 
learners with the opportunity to feel the life world of the 
entrepreneur. In addition, games designed to focus on 
aspects of entrepreneurship were played to teach abstract 
business concepts and competencies experientially. 

A local school or district annual ‘Market Day’ 
further supported the embedding of entrepreneurial 
competencies. In order to contribute in the long term to 
policy recommendations the pilot was implemented in 
collaboration with the Provincial Department of Education. 
A monitoring and evaluation system was designed and 
implemented in collaboration with the Department to track 
progress and capture best practices.   

LITERATURE REVIEW: YOUTH 
ENTREPRENEURSHIP 

Enterprise education is “not focused narrowly on venture 
creation and business growth, but on the development 
of an enterprising person in the wider sense with an 
individual equipped to cope with the new world of 
globalization” (Gibbs, 2002). An appropriate definition of 
entrepreneurship in this context would be the one cited by 
the European Union: 

‘Entrepreneurship refers to an individual’s ability to turn 
ideas into action. It includes creativity, innovation and risk 
taking, as well as the ability to plan and manage projects 
in order to achieve objectives. This supports everyone in 
day-to-day life at home and in society makes employees 
more aware of the context of their work and better able 
to seize opportunities, and provides a foundation for 
entrepreneurs establishing a social or commercial activity’ 
(Entrepreneurship Education in Europe, 2006).   

This begs the question: “Can this type of entrepreneurship 
be taught?” A number of studies have confirmed that 
entrepreneurial intentions do change as a result of 
entrepreneurship education programs (Peterman & 
Kennedy, 2003; Wilson et al., 2002 Charney & Libecap, 
2007). Heinonen et al.(2006) stated also that this applies 

not only to the learning on how to run a business, but 
also to the learning of personal entrepreneurial attributes 
such as self-efficacy, creativity and problem solving 
skills which can stimulate entrepreneurial behaviour. 
Franke et al. (2004) support the previous statement that 
entrepreneurship education has a positive impact on 
higher levels of entrepreneurial intentions.  Entrepreneurial 
intention is described as the conscious state of mind that 
proceeds actions and directs attention towards business 
start-up as a goal (Bird (1998); Shook et al., (2003). 

A purpose of entrepreneurial education therefore is to 
develop entrepreneurial cognitions – this refers to the 
knowledge structures that make decisions. In order to 
develop entrepreneurial cognitions students need to view 
it as “fun, challenging, and fulfilling” (Zoltan & Audretsch, 
2003). This calls for innovative pedagogies and teaching 
methods in the classroom to support the development of 
these so-called ‘entrepreneurial cognitions’. Currently in 
the South African context, too much attention is paid in 
the school curriculum to the so-called ‘theoretical’ skills 
and not enough attention is paid to the development of the 
so-called entrepreneurial cognitions or soft skills (Gibb, 
2008). 

According to Kolb’s experiential learning theory (2014), 
knowledge construction has four main dimensions of 
learning: concrete experience; reflection or reflective 
observation ability; abstract conceptualising ability and 
active experimentation. Meaningful learning is an iterative 
process requiring reflection. So-called soft skills such as 
problems solving abilities, independence and creativity 
cannot be learned from a textbook and there is no right 
and wrong answer. Learners are allowed to explore 
in the classroom through experience based activities. 
Opportunities are provided to apply knowledge both within 
and outside the classroom (Gibb, 2008). The approach 
encourages deductive and inductive learning. 

In terms of locating entrepreneurship practices in a 
theoretical framework social constructivist and social 
constructionist ideas help us to understand the phenomena. 
These frameworks offer a platform for discussion on how 
and why entrepreneurship activities occur in a social and 
cultural environment.  The main current research issue in 
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the field of entrepreneurship education is to know to what 
extent the entrepreneurship education activities influence 
students’ attitudes towards entrepreneurial behaviour and 
intention (Hytti & Kuopusjarvi, 2004). 

Literature in this regard emphasizes the importance 
of social context. Important in this context is the ‘social 
status’ attributed to entrepreneurial activities (Begley 
et al., 2001). The research been done for this paper 
focuses on the entrepreneurial attitudes and mind-sets 
of youth, constructs which are embedded in the cultural 
and relational milieu. In this context social constructionist 
theories provide the framework to look at how individuals 
mentally construct their world with categories supplied 
by social relationship. According to this theory reality 
is not objective but is socially constructed (Kew, et al., 
2013). In the South African context this has particular 
relevance as there appears to be very little evidence of an 
entrepreneurial culture with most people aspiring to ‘find a 
job’.  ‘More specifically, the aim of the social constructivist 
supports the examination of the interrelationship between 
individual acts of entrepreneurial agency and the cultural, 
social and opportunity structural environment in and 
through which such activities are produced’ (Fletcher, 
2007). This allows the study to look at how knowledge 
about entrepreneurship is constructed in the learners mind. 
This approach positions entrepreneurship as cognitive 
ability, a way of thinking and being or acting. It relies on 
the assumption that the learners can be transformed by 
and through entrepreneurial activity. 

These theories constitute a useful theoretical framework 
in which to ground the research as they address some 
of the key issues in the study. On the one hand the study 
aims to understand if attitudes and mind-sets can be 
changed by certain structured interventions. Attitudes and 
mind-sets are internal cognitions of individuals but are 
simultaneously influenced by the social context in which 
the individuals find themselves. 

South Africa has particular challenges of its own when 
it comes to youth unemployment and the creation of a 
culture of entrepreneurship. In South Africa the formal 
education system fails to educate the youth to respond to 
economic opportunities. (GEM, 2013). There is currently 

little real indication of a culture of entrepreneurship in the 
country with the primary focus on ‘getting a job’ (Global 
Entrepreneurship Monitor, 2013). There is no strategy 
in place to support the youth transition from school to 
work. The Global Entrepreneurship Monitor (2011) report 
cites a positive correlation between poverty and fear of 
failure – not a positive trend when wanting to develop 
‘risk averse’ citizens who will take up entrepreneurial 
opportunities. 

A snapshot survey conducted by Free State Small 
and Medium Enterprise Development Initiative in 2012 
focusing on the ‘analysis of the supply and demand 
of products and services to nurture a culture of 
entrepreneurship amongst the youth of the Free State 
Province’ cites the importance of making a distinction 
between business skills and entrepreneurial skills. The 
report states  that both the Business Studies curriculum 
in schools as well as planned interventions fail to make 
this distinction and associate the teaching of business 
skills with the development of entrepreneurship in youth 
(Mostert  De Villiers, 2012). 

Much of the education in South Africa is focused on 
developing the so-called lower order thinking skills 
in Bloom’s revised taxonomy, such as remembering, 
understanding and applying (Mostert, 2012). The higher 
order thinking skills of analysing, evaluating and creating 
– required by entrepreneurs in an ever changing world, 
are not developed. A well-designed program to teach 
entrepreneurship should support the development of 
these higher order skills in youth and enable them to be 
more responsive to the challenges they face when making 
the transition from school to work. ‘To respond to change 
and to solve problems in whatever situation, people have 
to analyse the situation and evaluate options available to 
them before using creative thinking to solve the problem’ 
(Mostert, 2012). 

The research done for this paper has evaluated 
the introduction of an experiential, learner-centred 
entrepreneurship education programme to teach 
entrepreneurship in pilot schools. The problem, as 
identified in the theoretical part, is positioned in the next 
part with the objectives to solve it.  
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PROBLEM STATEMENT 

South Africa faces challenges in addressing the youth 
unemployment crisis. Guided by international trends and 
research, South Africa should be aiming to develop an 
entrepreneurial culture amongst in-school youth. Because 
research states that ‘entrepreneurship’ can be taught, key 
to this is to implement and explore the use of different 
pedagogies to teach entrepreneurship in the classroom 
and supporting the learner to have ‘feelings and insight into 
the way entrepreneurs do things, learn, and communicate.’ 

The primary objective of this paper is to analyse newly 
introduced experiential learner centred entrepreneurial 
education programme to grade 10 learners to change their 
mind-sets towards entrepreneurship. 

This will be reached by the following secondary objectives: 

• To reflect on the process of experiential learner-
centred entrepreneurship education. 

• To evaluate whether there is a change in attitudes of 
learners towards entrepreneurship.

• To evaluate whether there is a change in mind-sets of 
learners towards entrepreneurship.

• To evaluate whether there is a change in mind-sets of 
Business Studies teachers. 

• To evaluate whether the use of a specific pedagogic 
approach in the classroom supports the raising of 
entrepreneurial awareness, desirability and action.

• To make recommendations towards the development 
of a framework with its related subcomponents 
or suggest propositions on whether and how 
entrepreneurship can be ‘taught’ in schools. 

RESEARCH METHODOLOGY

For the purposes of this study a qualitative mode of 
inquiry was selected. The researcher chose this mode of 

inquiry because it shares the constructivist philosophy that 
‘assumes reality as multilayer, interactive, and a shared 
social experience interpreted by individuals’. (Macmillan, 
2001). This is based on the premise that reality is a social 
construction where meaning is ascribed by individuals and 
groups. In addition, this mode of inquiry has been selected 
as it lends itself to the development of frameworks and 
supports formulation of policy – which allows the study 
to make recommendations in this regard.  The enquiry 
used interactive techniques which allowed the researcher 
to collect data from the people in their natural settings. 
This rests on the premise that the researcher interprets 
phenomena in terms of the meanings people bring to 
them. ‘Qualitative researchers build a complex, holistic 
picture with detailed descriptions of the informants’ 
perspectives’ (Macmillan, 2001). As the study is focused 
on entrepreneurial attitudes and mind-sets this approach 
allows the researcher to capture perceptions, feelings, 
beliefs and thoughts. 

The approach used in this study was a combination of 
phenomenology and the method called the Interactive 
Qualitative Approach (IQA). The former has been selected 
as the researcher has spent time in pilot schools observing 
proceedings as well as interviewing the key constituents 
during the pilot study, i.e. recording how the individuals 
make sense of their experiences, listening to the voices 
and ‘assigning a clear signature.’ (Clandini & Connelly, 
1994). 

‘IQA is a systems approach to qualitative research, which 
is to say the primary purpose is to represent the meaning 
of the identified phenomenon as a system identifying the 
elements (affinities) of the system and documenting the 
relationships amongst them.’ (Northcutt & McCoy, 2004). 
The IQA aims firstly to identify the elements of meaning 
and secondly to describe the cause and effect relationships 
amongst them. This process culminates in the researcher 
capturing the elements and relationships of a system 
pictorially – this representation is known as a mind map. To 
collect information both groups and individuals who have 
a direct experience of the phenomenon are interviewed. 
This process of engagement enables the researcher to 
find meaning in the multiple levels of meaning created by 
the various constituents.   
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To address the issue of rigor the IAQ has a distinct 
approach to both data collection and analysis. This 
process has a number of characteristics; ‘it is public and 
idiosyncratic, replicable in reasonable bounds and does 
not depend (especially for analysis) on the nature of the 
elements themselves.’ (Northcutt & McCoy, 2004). The 
IQA approach allows the researcher to make sense of 
the system in a rational way - the process is dictated by 
a set of rules whereby all elements of the phenomenon 
are identified and then attempts are made to identify and 
represent the relationships of cause and effect among the 
elements, thus capturing the complexity of the system. A 
system is thus chosen to represent the group’s reality 
through a process guided by rigorous and replicable 
rules.     
 
At the heart of the approach is the group which is used 
as the primary means to create the discourse for the 
system and create a quilt of meaning.’ The purpose of 
IQA is to allow a group to create its own ‘interpretive 
quilt’ (bricolage) and then to similarly construct individual 
quilts of meaning.’ (Northcutt & McCoy, 2004). Through 
facilitation, meaning is created and the responsibility lies 
with the researcher to both create the framework and 
interpret. The researcher plays the role of both designer 
and facilitator. The first steps of analysis are performed 
by the participants themselves who both identify the 
elements of the system (affinities) and in the next steps 
in the process identify the relationships (stitches) of 
influence among the affinities. The system therefore 
relies heavily on the correct choice of participant. The 
participants need to have a shared understanding of the 
phenomenon. In the design process the researcher needs 
to reflect his/her choice of participant by identifying their 
levels of power and influence from the phenomenon to 
ensure the correct data will be collected in a systematic 
way (Northcutt & McCoy, 2004).     
 
As a point of entry when designing the process of 
analysis the key constituents were identified. They were 
selected based on their experience of the phenomena, 
in this case experiential learner-centred education. They 
were then ranked in terms of power and distance from 
the phenomena in question. An issue question was 
drafted which captured what needed to be known from 

each group. Due to the fact that the different constituents 
had different experiences of the identified phenomenon, 
the issue statement was designed in a way that spoke 
to the reality of each constituency.  This is an emergent 
approach to research as the answers were not available 
upfront.

The steps in the process was as follows:

1. Participants were called on to silently record 
their experiences of the phenomenon under 
discussions. 

2. Then a process of inductive coding which afforded 
the participants the opportunity to silently organize 
cards into categories of meaning. 

3. Affinity-naming and revision, which is known as 
axial coding, also lay with the group, follows. 

4. Then the relationships between the identified 
affinities were captured in an affinity relationship 
table. 

5. In an activity called theoretical coding, group 
members were then called to look into the links 
between affinities which plotted relationships of 
cause and effect. 

6. Information was then captured in a table 
that illustrated the groups’ perception of the 
relationships among the affinities. 

7. The captured information was then used to create 
a mind-map or a System Influence Diagram (SID) 
which is a visual representation of the entire 
system of influences and outcomes. ‘The SID is 
roughly analogous to a set of qualitative structural 
equations or as a path diagram’ (Northcutt & 
McCoy, 2004).            

A structured set of questions were used to guide the 
interviews with learner focus groups. Questions were 
selected based on their relevance in terms of the objectives 
of the study.      
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A matrix capturing relationships in the system was 
generated, based on the group hypothesizing activities. 
This allowed the researcher to identify the dynamics 
of the system and how to support change and possible 
interventions. This graphic representation is known as the 
Interrelationship Diagram (IRD) (Northcutt & McCoy, 2004). 
The process allowed the researcher to identify primary 
and secondary drivers in the system which has causal 
relationships with primary and secondary outcomes. 

Sampling design

This study used a purposeful sampling design (in contrast 
to probabilistic sampling) by selecting information-rich 
cases or constituents for in-depth study. This method 
of sampling has been selected as the researcher wants 
to understand the issues relating to the teaching of 
entrepreneurship in schools in order to contribute inputs 
towards developing a model. Participants were selected 
according to their experience of the ‘phenomenon’, in 
this case experiential learner centred entrepreneurship 
education to inculcate entrepreneurial attitudes and 
perceptions in Grade 10 learners in 60 pilot schools. 
The different perceptions of constituents such as 
Business Studies Subject Advisors, Business Studies 
Teachers and Learners were captured to ensure the 
phenomena was observed from different perspectives 
and to contribute to the validity of findings. There were 
six Subject Advisors; they were all interviewed as part 
of a focus group. A group of teachers from one district 
of the Free State Province was interviewed. A sample of 
individual learners was interviewed from three different 
schools in the above mentioned district. These schools 
all had teachers represented in the teacher focus group 
workshop.          

Data collection strategy

According to the IQA approach the researcher relied on 
focus group and individual interviews with key constituents 
to gather data. The method for gathering the data (as 
well as analysis) is prescribed in the IQA approach. The 
researcher played the role of designer and facilitator of 
the process and needed to develop facilitation skills to 
effectively facilitate the process.  

Data analysis

In the IQA approach, data generated was analyzed 
through coding in three recursive steps, clarification, 
clustering and refining. Both induction and deduction was 
used in the process of coding. Central to this process was 
the identification of themes – the identified affinities were 
thematically organized groupings. Through a process of 
inductive coding, affinities were grouped; the researcher 
then used axial coding processes to refine and reorganize 
describing the relationship between each affinity. 

‘The purpose of IQA is to draw a picture of the system 
(System Influence diagram or SID) that represents the 
perceptual terrain or mind-map of a group with respect 
to a phenomenon represented by the issue statement’ 
(Northcutt & McCoy, 2004).  For the purpose of this paper 
the SID was only constructed Teacher Focus groups using 
a system of theoretical codes which captured the cause and 
effect relationships amongst the affinities – the information 
were captured in an Interrelationship Diagram (IRD). This 
diagram was generated with inputs from the focus group 
through a process of building hypotheses linking possible 
pairs of affinities. The IQA approach provided the focus 
group with a formal methodology to measure whether there 
was direct possible influence between all pairs of affinities 
identified in the group sessions. Focus group members 
were asked to provide examples of the relationships 
between affinities to ‘ground’ the data in their experiences. 
This record of reasoning or audit trail was captured in an 
Affinity Relationship Table (ART). The process of feedback 
was based on an “if (cause, independent variable) … 
then (effect, dependent variable)” which is similar to a 
hypothetical construction. 

RESEARCH RESULTS

By collecting information from a number of sources the 
technique of triangulation was adhered to. Triangulation 
is a validation technique that uses different data sources, 
methods of data collection and analysis, and/or theoretical 
perspectives to assess and crosscheck findings from 
multiple points of view and thereby increase confidence 
in the results. “Triangulation is an essential part of 
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qualitative research and as a form of corroboration it can 
be thought of as a qualitative assessment of interrater 
reliability.”(Springer, 2010). The issue of validity and 
reliability of results in qualitative research studies is 
addressed by triangulation.    

Data collected during the Teacher Focus groups will now 
be reflected upon, as well as inputs captured from the 
three learner groups using the structured questioning. 

Teacher Focus Group: 

Process and data analysis

Seventeen teachers who were trained to teach the 
entrepreneurship education program as part of the 
business studies curriculum in grade 10 were invited to 
the Teacher Focus Group Workshop – sixteen from the 
District 1 and one teacher from a model C school in 
the District 2. Thirteen teachers (including the one from 
model C school) attended the focus group workshop. The 
following key points were raised by the teachers during the 
brainstorming phase:

•	 ‘The program does support the development of 
entrepreneurial attitudes and mind-sets in learners 
especially through the interviews with entrepreneurs 
as they are real life stories’.

• ‘It inspires learners to look for opportunities’.

• ‘The teachers see that entrepreneurial attitudes are 
a life skill and see its value when they see learners 
applying the skills in everyday life’.

• ‘Games are inspiring to the learners – especially to 
the non-academic ones as they normally win the 
games. 

• ‘Case studies support the development of analytic 
skills and also supports the development of 
entrepreneurship’.

• ‘The teachers observe learners developing skills and 
taking up opportunities (do ‘little’ things after school)’. 

• ‘The boys are more active than the girls’.

• ‘Practical part supports learning/Games support 
learning, for example the boat making game supports 
the teaching of the 8 business functions’. 

• ‘See success of people from their own communities 
and background which plays a role in changing their 
attitudes towards entrepreneurship’.

• ‘The teachers see application of skills (commercial 
tour) – planning and fundraising.

• ‘The market day was a positive experience’. 

• ‘Learners think bigger – and see the big picture’.

• ‘Develop problem solving skills’.  

To support the generation of affinities for the teacher focus 
group as per the IQA methodology the following issue 
statement was presented to the group: 

‘Does the use of the entrepreneurship education 
program to teach business studies and 
entrepreneurship support the development of 
entrepreneurial attitudes and skills in learners?’    

The following ten (10) affinities were identified by the focus 
group of entrepreneurship educators Positive attitudes, 
Gaining skills, Linkage to CAPS, Time problems, Number 
of learners in class, Language problems, Market day, 
Teaching challenges, Implementation Challenges and 
M&E/Support.

Each affinity is comprised of inputs from all the participating 
teachers which add the necessary depth, create the 
discourse for the system and create a quilt of meaning 
(Northcutt & McCoy, 2004). 

Findings: 

For analysis purposes the above listed affinities can be 
divided into the following three broad themes which tie in 
with the secondary objectives of the paper:
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• Changes in attitudes and mind-sets amongst learners 
towards entrepreneurship

• Improved self-efficacy, skills and effectuation among 
learners

• Reflection on the implementation of experiential, 
learner-centred entrepreneurship education

Changes in attitudes and mind-sets amongst learners 
towards entrepreneurship

The first listed affinity, positive attitudes will be addressed 
under this theme. ‘A mind set can be defined as an 
established set of attitudes or a fixed state of mind that 
generally influences individual behaviour towards a 
situation.’ Positive attitudes and mind-sets therefore would 
illustrate a positive state of mind to the phenomenon in this 
case of entrepreneurship.

The teacher focus group identified the development of a 
positive attitude to entrepreneurship amongst the learners 
who had been exposed to the entrepreneurship education 
program. The positive attitude towards entrepreneurship 
was listed by most of the teachers. 

The following comments by the teachers illustrate the 
positive attitude amongst learners: 

•	 ‘Make learners to be more creative’

• ‘Positive attitude towards being entrepreneurs’

• ‘Motivated and inspired by games’

Improved self-efficacy, skills and effectuation among 
learners

The second listed affinity, gaining skills speaks to the 
gaining of additional entrepreneurial skills. In this context 
- improved learner self-efficacy or confidence, skills 
and effectuation have been included under this theme. 
The following comments: ‘Learners got some skills from 
the program and they are using them in real life’, ‘some 

learners opened small businesses at home’ and ‘learners 
gain skills and experiment’ point to ‘effectuation’ due to 
the change in attitude to entrepreneurship and confidence 
to take the plunge. This is a term coined by Savasathy 
(2001) and refers to the ‘realizing of’ which would assume 
a change in behaviour and engagement in the world with 
new skills. 

Another affinity listed by the teacher focus group is ‘market 
day’. This affinity points to practical effectuation in the 
program context. Some of the comments under the market 
day affinity are as follows: 

• ‘Excited about next market day’

•  ‘Acquired and exhibited problem solving skills’

• ‘Changed the way they think’

• ‘Life skills acquired in planning market day used to 
plan for the commercial tour’

Reflection on the implementation of experiential, 
learner-centered entrepreneurship education

Research points to the fact that in order to develop 
entrepreneurial cognition students need to view 
entrepreneurship as ‘fun, challenging, and fulfilling’ 
(Zoltan, 2003). This calls for innovative pedagogies 
and teaching methods in the classroom to support 
the development of ‘entrepreneurial cognitions’. The 
underlying principle of ‘teaching’ entrepreneurial 
competencies is this experiential action-oriented teaching 
methodology Source. 

The teachers have highlighted the value of using 
the resources from the program such as games and 
documentaries to teach complex abstract business 
concepts. The following comments were made:
 
• ‘Games help with application’.

• ‘Games help learners to be able to implement what 
they were taught in classes.
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• ‘Games help the learners to understand business 
studies content’.  

• ‘Link to entrepreneurship education program makes 
business studies more interesting’.

• ‘Many learners enjoy playing games and apply it to 
CAPS’.

• ‘Content easy to remember’.

• ‘Posters capture learner’s attention even those who 
have lower grades and are anxious to be included’.

• ‘Application of content easy’.

The Teacher Focus Group did identify a number of 
challenges when teaching the program. Four of the affinities 
address the challenges of introducing experiential, learner-
centred education into the South African classroom. The 
challenges are as follows: 

• Time problems, Number of learners in class, 
Language problems and Teaching challenges in some 
schools.

The following general ‘teaching challenges’ have been 
identified: 

•	 ‘Teaching too many grades’, ‘Learners enjoy 
practical part more than content so they become 
lazy’, ‘Teaching too many grades/ (Afrikaans and 
English)’, ‘The learners don’t come to school with 
their entrepreneurship education materials’, ‘Grade 12 
pressure on teacher’ and ‘Difficult to reach all learners 
in your grades’.   

     
Inputs in the above mentioned process contributed to the 
generation of the Affinity Relationship Table (ART). The 
method that was used to capture this information was the 
democratic protocol.

Below is the Affinity Relationship Table (ART) for the 
Teacher Focus Group (Table 1). This is followed by the 
pictorial representation of information in the cluttered mind 
map. To further rationalize information – relationships were 
captured in the Inter Relationship Table which ultimately 
contributed to the drawing of an ‘uncluttered’ mind map 
where more simple cause and effect relationships are 
depicted.   



APPLIED ENTREPRENEURSHIP
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

13

TA
B

LE
 1

: A
FF

IN
IT

Y 
R

EL
AT

IO
N

SH
IP

 T
A

B
LE

 (A
R

T)
  F

O
R

 T
H

E 
TE

A
C

H
ER

S 
FO

C
U

S 
G

R
O

U
P

1
2

3
4

5
6

7
8

9
10

1.
  P

os
iti

ve
 a

tti
tu

de
X

+ 
13

+1
2

-1
+2

11
 n

eu
tr

al
+8 -5

 1
3 

ne
ut

ra
l

+ 
13

-8
5 

ne
ut

ra
l

13
 n

eu
tr

al
13

 n
eu

tr
al

2.
  G

ai
ni

ng
 s

ki
lls

+1
3

X
+1

3
13

 n
eu

tr
al

13
 n

eu
tr

al
+1

2
-1

+1
3

13
 n

eu
tr

al
13

 n
eu

tr
al

13
 n

eu
tr

al

3.
 L

in
ka

ge
 to

 C
A

PS
+1

3
+1

3
X

13
 n

eu
tr

al
13

 n
eu

tr
al

+1
3

+8
5 

ne
ut

ra
l

+ 
2

11
 n

eu
tr

al
+1

3
+1

3

4.
 T

im
e 

pr
ob

le
m

s
-1

3
-1

3
-1

3
X

-1
3

-1
3

-1
3

-1
3

-1
3

-1
3

5.
 N

um
be

r o
f l

ea
rn

er
s 

in
 

cl
as

s
-1

3
-1

3
-1

3
-1

3
X

-1
3

+8
5 

ne
ut

ra
l

-1
3

13
 n

eu
tr

al
13

 n
eu

tr
al

6.
 L

an
gu

ag
e 

pr
ob

le
m

s
+1 -1

2
+4 -9

13
 n

eu
tr

al
-1

3
-1

3
X

13
 n

eu
tr

al
13

 n
eu

tr
al

13
 n

eu
tr

al
13

 n
eu

tr
al

7.
 M

ar
ke

t D
ay

+1
3

+1
3

+1
3

-1
3

+1
3

+1
3

X
13

 n
eu

tr
al

13
 n

eu
tr

al
13

 n
eu

tr
al

8.
Te

ac
hi

ng
 c

ha
lle

ng
es

-1
0

3 
ne

ut
ra

l
-1

3
-1

3
-1

3
-1

3
-1

3
-1

3
X

-1
3

-1
3

9.
 Im

pl
em

en
ta

tio
n 

ch
al

le
ng

es
13

 n
eu

tr
al

-4
 

9 
 n

eu
tr

al
 

-1
3

-1
3

-1
3

-1
3

13
  

ne
ut

ra
l

 
-1

3
X

-1
3

10
. M

&
E/

Su
pp

or
t

+ 
13

+1
3

+1
3

+1
3

+1
3

+1
3

+1
3

+1
3

+1
3

X



APPLIED ENTREPRENEURSHIP
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  14
ISBN 978-0-620-71113-5

POSITIVE 
ATTITUDE

TEACHING 
CHALLENGES

IMPLEMENTATION 
CHALLENGES

LINKAGE 
TO CAPS

GAINING 
SKILLS

LANGUAGE 
PROBLEMS

MARKET DAY

M&E/ 
SUPPORT

NUMBER OF 
LEARNERS IN 

CLASS

TIME 
PROBLEMS

FIG 1: INTERRELATIONSHIPS CLUTTERED DIAGRAM OF THE TEACHER FOCUS GROUP:
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In order to determine which affinities are relative cause and 
which are relative effect affinities in terms of the system 
there is a need to calculate a delta score. The delta score 
can be calculated as follows (Norvell, 2004): 

• Count the number of up arrows (  ↑ ) in a row Outs    

• Count the number of left arrows ( ← ) or Ins

• Subtract the number of Ins from the Outs to determine 
delta

•  ∆    Delta = Out – In

A positive delta would indicate that the affinity is a cause 
and those with negative delta score would indicate that the 
affinity is a relative effect or outcome.  Those affinities that 
have equal numbers of ins and outs indicate that these 
affinities are circulators or pivots. In the light of the above 
table this would point to the following: 

The following affinities would be considered Causes in the 
Teacher Focus Group system:  

• M&E/Support

• Market Day

• Language Problems

• Number in class

• Implementation challenges

The following affinities or elements of the system could be 
considered Outcomes within the system:

• Positive Attitude

• Gaining skills

• Linkage to CAPS

• Time Problems

• Teaching Challenges

Affinities that have a high positive delta, in the case of this 
system – affinity 10: M&E/Support is a Primary Drivers 
in the system. It can be regarded as a cause that affects 
many other affinities but in turn are not affected by many 
affinities.  The Secondary Drivers in this system with 
the lower positive scores are market days (affinity 7), 
numbers in class (affinity 5) and language problems 
(affinity 6). Similarly, outcomes with a high negative score 
can be regarded as Primary Outcomes. They would be 
influenced by many affinities but do not always have a great 
effect on other affinities. In the present system, Positive 
Attitude (affinity 1) is a Primary Outcome.  Due to the 
fact that affinity 4 (time problems) and affinity 8 (Teaching 
challenges) have zero ‘Outs’ they would appear next on 
the list but would still be cited as Primary Outcomes. The 
affinities ‘Gaining skills (affinity 2) and ‘Linkage to CAPS 
(affinity 3) are Secondary Outcomes.   

TABLE 3: TENTATIVE SID ASSIGNMENTS   

10: M&E/Support Primary Driver

7: Market Days Secondary Driver

5: Numbers in Class Secondary Driver

6: Language Problems Secondary Driver

9: Implementation 
challenges Pivot/Circulator

1: Positive Attitude Primary Outcome

4: Time Problems Primary Outcome

8: Teaching Challenges Primary Outcome

2: Gaining Skills Secondary Outcome

3: Linkage to CAPS Secondary Outcome

The information gathered in table above will now be used 
to generate the ‘uncluttered’ mind map’ for the Teacher 
Focus Group. 
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FIGURE 2: TEACHER FOCUS GROUP: UNCLUTTERED MIND MAP
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The summarized cause and effect relationships are 
captured in the Teacher Focus group Affinity Relationship 
Table (Table 4). This exercise contributes to generating 

hypotheses to reflect on the phenomenon of ‘experiential 
entrepreneurship education’ as implemented in pilot 
schools and interpreted by the Teacher Focus Group.

TABLE 4: TEACHER FOCUS GROUP AFFINITY RELATIONSHIP TABLE

Affinity Pair Relationship Example of the relationship either in natural language or in an IF/THEN 
statement of relationship 

 1     ←     2
IF the learners gain skills through the entrepreneurship education program THEN 
it will contribute to them developing a positive attitude to entrepreneurship

1     ←     3
IF the teacher links the entrepreneurship education program to the Business 
Studies CAPS THEN the learner will develop a more positive attitude to 
entrepreneurship and business studies

1     ←     7
IF the teacher effectively promotes participation in market days and learners 
actively participate in the market days THEN the learners will have a more positive 
attitude to entrepreneurship

1     ←     10
IF M&E/Support is provided to support the implementation of the entrepreneurship 
education program THEN the program will be more effectively implemented and 
learners will develop a more positive attitude to entrepreneurship and deal with 
related systemic challenges 

2     ←     3 
IF the link between the business studies CAPS and the entrepreneurship 
education program is emphasized THEN the learners will add value to and gain 
the necessary entrepreneurship skills

2     ←     10
IF M&E/Support is provided to support implementation education program THEN 
learners will gain more entrepreneurship skills 
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Learner Focus Groups

The primary beneficiaries of the entrepreneurship 
education program are the grade 11 business studies 
learners who have been exposed to the program from 
grade 10 and part of grade 11. For the purposes of the 
research learners from 3 schools were interviewed: 

• one school was a previously model C school  
(school 1)

• one school was from a rural area (school 2) 

• one school was located in what was previously 
regarded as the ‘townships’. (school 3). 

The learners were subjected to structured questions 
focusing on different elements of the entrepreneurship 
program. Learners were randomly selected by the 
researcher from a class where the program was taught. An 
equal number of boys and girls were selected to ensure 
each gender was represented. Six learners were selected 
to be interviewed to ensure that each learner could be 
given enough time to both answer and justify their answers 
to the questions. The learners were interviewed without 
their teachers and the same questions were asked for all 
three the groups during a visit to the selected schools. 

The information collected during the interviews will be 
reflected upon in under the three themes that were used 
to discuss the inputs from the Teacher Focus groups: 

1. Changes in attitudes and mind-sets amongst 
learners towards entrepreneurship

There was a positive response from the learners from all 
three schools. Some of the comments include: 

• ‘More interested in entrepreneurship – not so before 
– not so difficult – need to have confidence and be 
positive – he feels more so’ 

• ‘The entrepreneurship education program is a good 
program. See opportunities – importance of good 
communication and learning those skills.’ 

• ‘Yes, being young did not think of themselves as  
an entrepreneur – now realizes does not mean  
you have no ideas, can take risks and become a 
success.‘ 

• ‘Yes, changed their attitude, realized even successful 
entrepreneurs have experienced difficulties. Now like 
being an entrepreneur’ 

• ‘Yes – used to have negative attitude to business 
studies – now fall in love with business’ 

• Yes, changed way do business, more aware – see the 
importance of learning from disappointment, think of 
doing things differently. 

• Yes – changed mind set – simple, stimulated new 
ideas, positive and interested’     

In the light of the answers it is possible to assume that the 
learners have developed a more positive attitude towards 
entrepreneurship’. 

2. Improved self-efficacy, skills and effectuation 
among learners

As stated above a number of the learners shared that 
they felt both more confident and more positive about 
entrepreneurship. In terms of ‘effectuation’ the learners 
had the following to say in their focus groups interviews: 

• ‘Do hairdressing after hours for pocket money  
from home– program has given me confidence to do 
this.  

• ‘Cut hair from time to time’  

• ‘Participated in market day at school – great, worked 
in teams. Felt like an entrepreneur’ 

The learners also gave answers which pointed to their 
acquisition of skills 

•	 ‘Lots of opportunity for application builds confidence/ 
skills’
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• ‘Practical things like presentation prepare us for the 
future’

• ‘Group activities have taught how to work with others’

• ‘The opportunity to prepare and do a sales pitch 
builds self-confidence – get used to presenting in front 
of others – scared. But pleased when done’ 

3. Reflection on the implementation of experiential, 
learner-centered entrepreneurship education

It is important to reflect on the answers given by the 
learners taking the following into consideration: In order 
to teach ‘entrepreneurship effectively one needs for 
teach both ‘about’ and ‘for’ entrepreneurship. The ‘about’ 
would refer to the content part of subject whereas the ‘for’ 
would refer more to the process. The ‘process’ part would 
entail the acquisition soft skills and mind-sets relating to 
entrepreneurship and involves the more intuitive part of 
the brain. (Savasrathy, 2001) 
      
With the question if the entrepreneurship education 
program had helped them with what they learnt in 
Business studies, the learners from all 3 groups affirmed 
that the entrepreneurship education program had in fact 
helped them with their Business studies curriculum. The 
following reasons occurred frequently amongst all the 
groups:

•	 ‘Practical nature of activities makes learning easier 
(helps with exams)’

• ‘The opportunities for application builds self-
confidence and skill’s’

•  ‘Activities and posters help to remember in exams’

•  ‘The desert game/itinerary has taught the 
importance of planning before action’

• ‘Helped with case studies in exams, doing  
practically helps – but also the case studies 
have illustrated the importance of knowing your 
competitors’ 

• The opportunities to work as a team in the class also 
teaches and collaboration and communication’.

• ‘Because it is visual and practical it supports learning 
and builds us’

• ‘Playing helps us learn, also practical things’

Zoltan (2003) emphasized the importance of learners 
experiencing entrepreneurship education as ‘fun, 
challenging and fulfilling’ in order for the learner to develop 
the necessary entrepreneurial orientation and interest. 
When the learners were asked how the experience the 
entrepreneurship education class they responded as 
follows: 

• ‘interesting, fun, laugh, smiles, enjoy, rowdy’

• ‘Every learner participates, see creativity reveal our 
potential, become so  delightful’

• ‘ Happy, opportunities to be a leader/competitive, 
builds confidence’

•  ‘ Mistakes laugh – be ourselves’

• Interesting, all participates

This is supported by comments on how ‘easy’ they find it:  

• ‘Easy – what you learn you do practically by playing 
games’

• ‘Easy, creative, think out the box, like doing things 
practically’

• ‘About application – supports them both in day to day 
lives and also in exams/tests. Also to make better 
decisions in their lives, confidence to take calculated 
risks, not react in a bad manner’

A follow-on question asks which activities that are facilitated 
in the classroom as part of the entrepreneurship education 
program the learners enjoy most. 
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The following summary selection is given as a choice: Games, Interviews, Documentaries, Case Studies and written 
activities.

Figure 3: Summary of preferences

Games

Interviews

Case Studies

Mix

Documentaries

Written Acitivities

The entrepreneurship education program used different 
resources and activities to teach entrepreneurship in an 
action-oriented, experiential and learner centred way. 
There is little variation in the comments from learners from 
the different schools and environments.    

In the light of the preceding input it can be concluded that 
the learners experiences of action-oriented experiential 
teaching is positive and supports them in their learning 
both ‘about’ and ‘for’ entrepreneurship. They feel inspired 
by their enthusiasm for entrepreneurship and value seeing 
people who want to be entrepreneurs and who share their 
successes and challenges. Case Studies in turn bring the 
business world into the classroom and show how business 
works in real life. 

RECOMMENDATIONS 

The following are some of the more important 
recommendations of this study:

Recommendation 1: Large scale teacher 
training

There is a lack of teacher capacity especially in terms 
of planning, dealing with implementation challenges and 
linking of the curriculum to the entrepreneurship education 
program. 

The first recommendation therefore would be to implement 
a focused program of teacher development capacitating 
educators to effectively implement experiential action 
oriented methodologies. 

This teacher training should include the following: (and be 
ongoing) 

• Training for new teachers at colleges and centres of 
learning

• Training for existing teachers 
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• Building of communities of practice in districts where 
there is regular reflection on implementation under the 
guidance of a skilled facilitator at district level. 

• A monitoring and evaluation system that includes 
school visits to observe lessons and engage with 
learners and teachers with the purpose of building 
teacher capacity. 

Recommendation 2: Policy framework and 
National buy-in

Support for teachers is critical to long term success of 
a project of this magnitude. As was articulated at the 
Budapest Symposium teachers cannot go it alone. While 
there are some broad generic tendencies to support 
entrepreneurship in schools – it is important that each 
teacher and school responds to their context and aims 
to develop entrepreneurship in that context capitalizing 
on local assets and working around challenges where 
possible. This can also allow for a certain amount of 
autonomy and responsiveness. 

Recommendation 3: Assessment and 
entrepreneurship education:  

It is well known that teaching is often adapted to methods of 
assessments. For the teacher, assessment has a powerful 
impact on what is taught and how it is taught. Teachers 
are also often evaluated based on the test scores of their 
learners, this is called the value-added approach (VA). 
The teachers ‘value add’ is calculated on the average test 
scores of their learners. Research by Chetty, Friedman & 
Rockhoff, (2011) and Harmeling, (2008) found that value-
added teachers consistently produce high score in terms 
of learner marks, when the teacher leaves the marks drop. 
The research also found that these teachers improve the 
students long terms outcomes even impacting on eventual 
earnings. The study shows great teacher produce great 
value. 

The challenge in entrepreneurship education is that 
the assessment needs to focus on both the ‘about’ 
entrepreneurship and ‘for’ and ‘in’ entrepreneurship. 
Assessment instruments need to be designed and 

redesigned to support learner engagement with the real 
world where they practice and hone success oriented 
entrepreneurial skills like creativity, problem solving and 
research. 

Recommendation 4: The Entrepreneurship 
Eco-system

The fourth recommendation takes its cue from literature 
on the subject of entrepreneurship education where the 
importance of building an entrepreneurial ecosystem is 
cited. Workplaces provide rich contexts for learning, both 
for learners seeking formal employment opportunities and 
those aiming to start their own venture. An important role 
of the enterprising teacher is to facilitate linkages with the 
real world to facilitate opportunities for learning that can 
both be applied in a formal sector job context scenario and 
a self-employment context

In the context of the implementation of the entrepreneurship 
education program the coordination and hosting of school 
and district market days provided opportunities for the 
teachers to start engaging entrepreneurially with their 
communities and building this entrepreneurship eco-
system on a very small scale. 

Broadly entrepreneurship education should focus on 
building a culture of entrepreneurship building positive 
local role models and desirability through media exposure 
and the building of public private partnerships.  

Recommendation 5: Establishment of a 
government task team to drive the process  

As a way forward the government should appoint a 
government task team comprised of experts in the field 
to drive the process. This process is currently underway 
with the appointment of the HRDC (Human Resource 
Development Council of South Africa) task team which is 
currently conducting research on how to drive the process 
forward to bring entrepreneurship education to the South 
African classroom. This is a cross departmental structure 
established to drive the process.         
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ABSTRACT

Small and Medium Enterprises (SMEs) are engines 
of growth. It has been determined globally that these 
enterprises are the largest employers in economies. 
SMEs fail fundamentally to succeed in South Africa (SA). 
Many challenges and barriers were identified as the 
reason why the enterprises fail to survive or succeed for 
at least 42 months. A number of SMEs in Turkey were 
interviewed to determine whether the Turkish enterprise 
development support system contributes to success 
and economic growth. The government succeeded 
in improving the economy and, therefore is Turkey 
positioned 17th in the world based on Gross Domestic 
Product (GDP). A case study research approach was 

used to address five propositions that contribute to the 
goal of this research.  The researcher found a positive 
relationship between economic growth, a meaningful 
enterprise development support system, education and 
training, critical success factors and entrepreneurship, 
and the perceived success of entrepreneurial ventures 
in South Africa. The establishment of SMEs will result 
in employment, social stability, economic growth and 
the generation of tax revenues. The purpose of an 
entrepreneurial development framework is to ensure 
sustainable economic development and prosperity for 
South Africa.

Keywords: SMEs; Entrepreneurship; Development 
framework; Establishment; Support.
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IMPORTANCE OF THE PROBLEM

The global economy is uncertain. Governments and 
financial leaders are confronted incessantly with budget 
deficits, poverty, unemployment and socio-economic 
challenges. The National Development Plan (NDP) 
proposes to treble South Africa’s (SA) economy by 2030 and 
this goal ‘requires changing the way the country operates’. 
(SBP, 2014a: 3) The report further states that SA has to 
develop a strong SME community in order to create jobs, 
to contribute to economic growth and to alleviate poverty. 
The extent of the research problem was emphasised by 
Adcorp, as cited by Fatoki (2014:922), when it stated that 
an estimate of ‘440,000 small businesses closed in the 
last five years in SA’. Fatoki (2014) reported that SMEs 
in SA are deteriorating and realistically, therefore, they 
cannot be expected to create jobs.

South Africa’s SMEs are weakening and the economy 
is fundamentally stagnant and it ‘is a long way from 
the purposive, wealth-and-job-creating growth that 
the country desperately needs’. (SBP, 2013:4). SBP 
also refers to Trevor Manuel, the former minister in the 
presidency, who ‘called for serious action on the NDP’ and 
stated that SMEs require assistance as the starting point 
to grow South Africa’s economy (SBP, 2013:11). The NDP 
as the ‘economic blueprint’ of South Africa, set a goal of 
5.4% growth for the next fifteen years but reality indicates 
a slow growth rate of a mere 1.4% (SBP, 2014b). SBP 
also reports that the unemployment rate of 25.6% is at 
its highest level including the reality of 16 million people 
who claim social benefits. This discussion and context 
forms the basis for the formulation of the main problem 
of this research paper: SMEs in SA are facing failure and 
challenges to survival and are a contributing factor to 
poor economic growth and high unemployment statistics. 
SMEs in SA are able to contribute to economic growth, to 
create jobs, to alleviate poverty, and to assist with social 
stability. However, a new development framework would 
need to be created to reduce the failure rate of SMEs 
in South Africa. Consequently, the primary research 
question which was addressed in this study is: How to 
design an entrepreneurial development framework to 
promote SME establishment and stimulate economic 
growth in SA?

RELEVANT LITERATURE

A global view on SMEs

According to Arancha González, the Executive Director of 
the International Trade Centre, SMEs are ‘the world’s most 
concentrated, booming and innovative engine for world 
trade and growth’ (ITC News, 2014). González argued that 
SMEs are not only known for innovation, social integration 
and employment, but SMEs also represents 60 per cent 
of private-sector jobs. Researching the effect of small and 
medium businesses on any country’s economy would be 
meaningless if the intended beneficiaries of business and 
job creation are forgotten: people.  The United Nations 
(UN) set Millennium Development Goals (MDG) to change 
the circumstances of people globally and the first goal was 
to ’eradicate extreme poverty and hunger by 2015’ (United 
Nations, 2008). The UN proposed seven ways to reduce 
hunger and poverty with specific reference to creating jobs. 
Establishing small and medium businesses is a perfect 
way to create jobs and this endeavour is not limited to one 
country but is a global challenge and opportunity. 

Africa, South Africa and SMEs

African countries struggle to establish SMEs as some 
governments still create various obstacles. ‘Improved 
governance is crucial to stimulate economic growth and 
development and to achieve the MDGs’ (Gatt, 2012). The 
Economic Commission for Africa supports this statement 
as their mandate is to promote good governance in 
Africa (UNECA, 2009:1).  Research reports confirm that 
policies are obstructive to economic development in Africa 
(Singer, Amorós & Arreloa, 2015). African governments 
can influence entrepreneurship favourably by means 
of fiscal policy, education and training strategies as well 
as privatisation, and unfavourably, often unintentionally, 
through harmful community funding, undefined policy 
implementation and a lack of support towards SMEs 
(Naudé & Havenga, 2005). Self-employment in Africa 
takes place largely in the informal sector despite the lack 
of support from government. 

Jones, the author of an article titled: SMMEs in dire state 
(Financial Mail, 2013), discussed the strategy of South 
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Africa’s government in establishing policies, for example, 
the NDP and setting targets in the New Growth Path 
strategy of five million new jobs by 2020. The NDP includes 
the objective to reduce unemployment by 6% by 2030 
(Maye, 2014). This target implies that 11 million additional 
jobs will have to be created and that 90% of these jobs 
will have to be generated either in small ventures or by 
growing current enterprises. The integrated strategy for the 
Development and Promotion of Small Business in South 
Africa (Department of Trade and Industry, 2015) proposed 
a way to redress inequalities, alleviate poverty and 
create employment. Minister Gordhan voiced his opinion 
about the regulatory environment in South Africa and the 
government’s efforts to assist SMEs as ’pathetic (SBP, 
2013). South Africa has developed a sufficient number of 
policy documents but it is the researcher’s opinion that the 
time has now come to develop a meaningful framework to 
assist with the establishment and implementation of the 
much-needed small and medium enterprises.

FUNDAMENTAL CONCEPTS

While the corporate sector in South Africa is currently 
incapable of creating jobs, the government has amplified 
its human resource base by nearly 200,000 people over 
the previous few years. Government initiatives, however, 
fail to provide effective support to SMEs (Herrington, et 
al., 2014). The GEM report (Herrington, et al., 2014:38) 
further stated that most of these initiatives have either 
been closed or merged with existing organisations and 
that closures occurred, resulting in the government failing 
to accomplish its goals. Most often, support personnel 
at these organisations have not owned or operated 
businesses themselves and can therefore only convey 
theoretical knowledge and assistance. 

There is a scarcity in research concerning a framework 
based on critical success factors of SMEs based on 
actual experience and the collection of empirical data. The 
foremost restriction of the literature review is that it depends 
on information that has already been researched. Secondly, 
due to the different goals and procedures of earlier studies, 
the available data might not provide answers to the current 
research questions. Notwithstanding these limitations, this 

study involved a selective approach to literature review as 
it purposes “to sharpen [your] preliminary considerations 
regarding the topic of study, method, and data source” 
(Yin, 2011:63).

SMEs: engines of growth

The importance of SMEs in developing countries’ 
economies is evident, with specific reference to the 
concept of entrepreneurship; critical success factors for 
SMEs; the common set of challenges SMEs face; the 
influence of entrepreneurship on the economy in developed 
countries; support systems in SA; and SMEs in Turkey. 
Economic growth runs parallel to entrepreneurship, as 
indicated by Benzing, Chu and Kara (2009) and small 
and micro businesses affect the economies in Europe, 
the United Kingdom (UK) and the developing countries. 
Micro enterprises in general, employ ten or fewer full-time 
employees. In South Africa between one to five employees 
and operate informally with no license or from a formal 
business premises (Parliament of the Republic of South 
Africa, 1995). Benzing, et al. (2009) argued the following 
statistics:

• United Kingdom: 99% of the business sector is SMEs 
and offer 59% of total employment.

• Europe: 99.8% of the business sector are SMEs and 
employ 2/3 of the total workforce.

• Japan: 6 million SMEs (99.7%) offering 70% of total 
employment.

• South Korea: SMEs offer 80% of total employment.

• Turkey: 99.8% of businesses are SMEs and offer 
76.7% of total employment.

• In 19 European countries, Australia, New Zealand, the 
United Kingdom, and the United States: 97% of the 
business sector is SMEs.

• Australia: 82% of the business sector is micro 
enterprises.
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• Nineteen European countries: 92% of the business 
sector is micro enterprises.

New SMEs could have a stimulating effect on the economy 
as they encourage research, development and innovation 
and established businesses have to upgrade technology 
and improve systems to contribute to economic growth 
(Fatoki, 2014). The GEM annual report (Amorós & 
Bosma, 2013) validates the fact that new SMEs will make 
a substantial difference to SA’s economy and SA ‘risks 
economic stagnation’ without new institutions.

Maye (2014) listed a number of reasons for the failing 
of SMEs in SA: firstly, the government needs to simplify 
start-up processes and procedures and, secondly, SMEs 
require early-stage support as five out of seven business 
fail during their early stages. Maye (2014) also listed the 
lack of education or poor training, cumbersome labour 
legislation as barriers, and identified the lack of enthusiasm 
from marginalised communities as another barrier. 
Rogerson (2008) confirmed the concerns mentioned by 
Maye (2014) and emphasised the need for overall support 
by the government and better access to finance in order to 
‘promote entrepreneurship and enhance competitiveness 
at enterprise level’ (2008: 62).

Chris Hart, a South African economist cautioned that 
focus on ‘employment creation’ should not disregard 
the importance of ‘employer creation’ (SBP, 2013:3).  
Furthermore, Hart explained that SA is in need not only 
of entrepreneurs who can start a business, but also of 
successful entrepreneurs who are able to sustain and 
develop enterprises. Bumpus and Burton (2008:304) 
aptly described the most significant distinction successful 
entrepreneurs have in common as being a ‘passion for 
business’ based on the premise that business will have an 
affirmative power on people’s lives.  Entrepreneurs believe 
that the business will have a positive impact on their lives. 

Ms. Lindiwe Zulu, the Minister of Small Business 
Development, communicated the opinion of government 
as follows:

We see small businesses and co-operatives as critical 
to create an economy that benefits all. It is through 

this intervention that we will be able to defeat the triple 
challenges of poverty, unemployment and inequality. 
It is this partnership that holds the key to unlock 
our country’s economic potential, thus affording 
us a golden opportunity to launch a sustained 
onslaught on poverty, unemployment, inequality and 
underdevelopment. Indeed, all of us must accept that 
we carry joint responsibility to re-distribute the wealth 
of our nation. (Herrington, et al., 2014:19).

Critical success factors for SMEs

‘Key success factors are the product attributes, 
competencies, competitive capabilities, and market 
achievement with the greatest impact on future 
competitive success in the marketplace’ (Hough, 
Thompson Jr., Strickland, & Gamble, 2011:101). These 
factors are significant to the future success of all SMEs 
as lessons learnt were analysed and consequently these 
factors can be the driving forces to prospective and 
established SMEs. Supported by Hough, et al. (2011), 
critical success factors might be the foundation for the 
business’s strategy and business model.

The following factors are critical to ensure success 
and could be summarised as: a) the particular strategy 
elements, b) product attributes, c) competitive abilities, 
and, d) business outcomes as they could indicate the 
variance between profit and loss (Hough, et al., 2011).  
Simpson, Padmore, and Newman, (2012) dedicated 12 
years to thorough research in pursuit of critical success 
factors for SMEs. The project included quantitative and 
qualitative research and semi-structured interviews with 
SME proprietors. 

The following results were recorded:

• CSFs are forecaster (independent) variables and 
earlier activities predict the dependent variables and 
could have financial or non-financial considerations.

• CSFs are stimulated by the direct commercial 
milieu including the owner, the venture, consumer 
behaviour and the industry. CSFs, therefore, could 



APPLIED ENTREPRENEURSHIP
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  28
ISBN 978-0-620-71113-5

be motivated by personal aspirations and financial 
needs or by customer-focus.   

• The owner, who could be an entrepreneur, and/or the 
manager, determines the CSFs. The owner often sets 
the vision and goals opposed to the manager whose 
management style might be non-entrepreneurial. 
Sales growth will depend on an association between 
these two management aspects. 

• CSFs are dependent on the relationship between 
the meaning of success and performance indicators. 
Profit, turnover and return on investment (ROI) 
were conventionally the focus of success and easy 
to measure. The owner/manager’s objectives, 
involvement, lifestyle aspirations and commitment are 
significant factors to success. 

• CSFs could be based on personal expectations such 
as satisfactory income for owners and employees, 
manageable activities within their abilities, self-
fulfilment, and job satisfaction (Simpson, et al., 
2012).

According to Gray, Saunders and Goregaokar (2012) CSFs 
are based on: the firm size and growth; turnover; number of 
employees; nationality; social factors and lifestyle; financial 
position; non-financial elements; personal involvement; 
reputation; and various aspects of customer behaviour. 
Additionally, determinants such as: ’the entrepreneur, 
including their traits, skills and motivation; the nature of 
the firm, for example, its size, location and legal form; 
and the strategy of the business including finance, market 
positioning and networking’ (Gray, et al., 2012: 11). 

Singapore, according to the Global Competitiveness 
Report, is the second-most competitive economy in the 
world. Ghosh, Liang, Meng and Chan (2001) indicated that, 
at the time of their research, 80 000 SMEs in Singapore 
offered employment to about 40% of the population and 
were adding 30% of the total value to the economy. The 
success and existence of these SMEs and their growth 
and competitiveness are critical considering the punitive 
environment of operations. 

Singapore, according to the Global Competitiveness 
Report, is the second-most competitive economy in the 
world. Ghosh, Liang, Meng and Chan (2001) indicated, 
that at the time of their research, 80 000 SMEs in 
Singapore offered employment to about 40% of the 
population and were adding 30% of the total value to the 
economy. The success and existence of these SMEs and 
their growth and competitiveness are critical considering 
the punitive environment of operations. The six top SMEs 
in Singapore acknowledged the following components as 
key to their success:

• A committed, supportive, and strong management 
team;

• strong, visionary, and capable leadership;

• adopting the correct strategic approach;

• ability to identify and focus on market;

• ability to develop and sustain capability; and

• good customer and client relationships. (Ghosh, et al., 
2001: 218).

Mutual challenges in South Africa

Defining SME establishment and failure

SME establishment should be demarcated prior to the 
analysis of failure and challenges to survive. Fatoki 
(2014) explained the first step as the start-up phase 
(three months in general) to ascertain feasibility, products 
and/or services, and the required physical, financial and 
human resources. The next period (three to 42 months) is 
in which trading, manufacturing and other operations will 
occur but, only after 42 months of successful existence, 
can this new SME be categorised as an established 
business. 

There is a strong relation between CSFs, the definition 
of success and performance management. Success 
of SMEs, according to Simpson, et al. (2012) could be 
the achievement of informal personal goals instead of 
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the accomplishment of strategic objectives in a formal 
business plan. 

Failure, as it applies to SMEs, could be interpreted in 
various ways:
 
• Inadequate ROI to cover opportunity cost even though 

calculations on cost-effectiveness could not be made 
owing to the lack of data; 

• Lower return on capital insufficient as other 
investments could earn more; 

• Legal failure will be based on liquidation or bankruptcy 
which is interpreted as obsolete operations and 
creditors’ losses; 

• Creditworthiness: to avoid bankruptcy the SME will 
pull out and ignore fiscal duties;

• Closure of business to avoid additional losses;

• Personal goals unattained and withdrawal owing to 
personal reasons, for example, poor health; 

• Let-down of shareholders, partners, employees, 
suppliers and any other stakeholder;

• Lack of management skills and experience;

• Employees’ skills levels insufficient and inadequate;

• Poor customer services, retention and relations;

• Extraordinary distribution cost, competitors’ market 
share, operational cost, and financial management. 
(Peacock, 2004; Watson, 2003; Titus, 2009; Honjo, 
2000; as cited by Fatoki, 2014). 

Challenges

The NDP includes aspiring goals for South Africa to create 
11 million new jobs by 2030 and to reduce the unemployment 
rate from 25 per cent to 14 per cent in 2020 and 6 per 
cent by 2030 (National Planning Commission, 2013). 

Conversely, Dr Clem Sunter argues that the establishment 
of 1 million new SMEs would be more attainable as the 
government’s budget cannot compensate another 5 
million jobs (Sunter, 2013). According to the 2010 Abor 
and Quartey Report, South Africa’s SMEs account for 60% 
employment in comparison to the international median of 
77%. Rob Davies, the South African Minister of Trade and 
Industry, remarked that up to 70% of SMEs in SA are likely 
to fail within the first year as SA has one of the uppermost 
failure rates globally (SBP, 2014a). 

Nico Jacobs, head of ABSA Small Business, commented 
on SMEs as follows:
 

Currently the new entrants mainly range from people 
who are unemployed, retrenched or retirees who 
realize they can’t survive on their pension. They are 
then forced to start their own business, but are not 
equipped to handle the rigors, do not have the financial 
support or knowledge. But this has not stopped new 
entrepreneurs from entering the market, 63% of small 
businesses fail. (I-Net Bridge, 2010)

PESTEL analysis consisting of political, economic, social, 
technological, environmental, and legislative factors was 
used to summarise the challenges that SMEs encounter. 
Data were gathered and information from internal and 
external bases is analysed to allow interpretation in the 
SME context (Deltl, 2013).

Political challenges

Failure could be the direct effect of exploitation, misconduct, 
contract administrations, weak property rights and an 
education system that fails to encourage entrepreneurship 
according to Fatoki (2014). Education and training 
are government’s responsibility and should arbitrate 
entrepreneurial skills at school and higher education 
institutions. Stumpf, Papier, McBride and Needham (2012: 
103) asked the question: ‘Can former further education 
and training (FET) colleges respond to the needs of large 
numbers of young people in South Africa who are between 
the ages of 18 and 24 and not in education, employment 
or training?’ Observations included reference to almost 
non-existing career guidance; registrations into incorrect 
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qualifications (same level as previously achieved); 
qualifications lack to address requirements from the 
workplace and can therefore not prepare the student for 
the world of work; and a small percentage of successful 
students manage to find permanent employment after 
graduation (Mlatsheni, 2012). 

The answer to the question lies within the 
recommendations from the researchers: the colleges 
have to create partnership-supported ingenuities and 
pioneering approaches; resourceful sharing of information 
and purposeful career advice; and offer a selection of 
qualifications appropriate to their immediate industries 
(Stumpf, et al., 2012). Do the colleges register students 
to uphold statistics or are students advised on the choice 
of qualifications in the light of the very low success rate? 

Economic challenges

The World Bank Group recounted that South Africa’s 
economic challenges have a direct effect on foreign 
direct investments (FDIs) and productivity, and SME 
creation. These include: infrastructure including electricity 
and transportation; financial access and management; 
corruption; and a lack of skills (2010). These barriers 
are affecting the competition policy, exports and FDIs as 
resources are increasing the cost of doing business in SA. 
Exportation and attraction of FDIs could be major drivers 
to address poverty and unemployment.  Respondents in 
the SBP survey voiced frustrations about exports and the 
government’s incompetence: ‘Onerous, crazy. It appears 
government does not want you to export. For small business 
this is a huge problem’ (SBP, 2014:15). ‘Promising informal 
enterprises are micro-enterprises that are unregistered for 
tax purposes and run by owners as a matter of choice, 
not because they have no other means of earning a living’ 
(World Bank, 2010:13). Inequitable taxes and tariffs inhibit 
the businesses’ ability to optimise human and financial 
resources. Financial survival is hugely affected by periodic 
variations, especially in the tourism industry. 

Deltl (2013: 84) specifically refers to ’social norms, attitudes 
to work, status symbols, demographics and population’ as 
social factors. Fatoki (2014) argued that social pressure 
could be the wrong motivation to start a business as 

the business owner underrates the requirements and 
pressures concerning time, family involvement, dearth of 
marketing and financial responsibilities, and the willingness 
to take risks. Attitudes towards a career or the business 
could jeopardise customer relations; marketing and sales 
and ineffective financial and operations management 
skills could lead to failure of the business (Fatoki, 2014). 
The culture in SA pivots from one extreme to the other: 
ultra-prosperous on the one side and 16 million people 
dependent on social grants on the opposite end. The 
current unemployment percentage is four times the global 
rate of 6%. Local aspects cause more social challenges 
than international situations such as skills development 
deficiencies, arduous regulations, financial conditions and 
labour costs (SBP, 2014c). 

The Sector Education and Training Authority’s (SETA) 
directive includes backing of SMEs but the consensus 
indicates a higher esteem of qualifications rather than 
the development of skills: ‘In my opinion, SETAs are a 
bureaucratic nightmare. Send all the money to tertiary 
institutions and skills training. They are an unmitigated 
nightmare. They are staffed by incompetent people. Look 
at the Asian Tigers. They upskill, not by building empires’ 
(SBP, 2014:29).

Technological challenges

The SME owner could lack research and development 
skills and fail to determine marketing strategies, financial 
planning, product design, management strategies and 
human resource organisation and overall technical 
competencies (Boeker & Wiltbank, 2005: 924) cited by 
Fatoki (2014). One of the highest priorities is job creation 
especially for the youth, as more than 60% of that age group 
is unemployed. Education and training should receive 
serious consideration as the Global Competitiveness 
Report (2014/2015) positions South Africa at 144 out of 
144 countries on the quality of math and science education; 
140 on the quality of the overall education system; and 117 
on internet access in schools (Herrington, et al., 2014).

Assessment of internal aspects such as regulatory 
frameworks and skills development, external aspects 
such as natural resources and geographical challenges 
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is inevitable. The most extraordinary technology will be of 
little benefit if employees lack the knowledge to operate 
it.  Acemoglu and Robinson (2012) also emphasised 
that skills and knowledge encompass much more than 
operations in the workplace. Scientific awareness is the 
result of training and education and leads to variations of 
the existing technologies. 

Ecological challenges

Ecological (economic, social and political) aspects 
influence exceptional entrepreneurial and commercial 
circumstances. Since 1999, The Global Economic 
Monitor has recommended that these circumstances 
are able to increase economic development and growth 
(Herrington, et al., 2014). The Entrepreneurial Framework 
Conditions (EFCs) unwaveringly affect the pervasiveness 
of new business initiatives, aptitudes and desires within 
a specific economy. The shortage of energy and water 
could be excellent initiatives for future SMEs with several 
opportunities, more specifically in the agricultural and 
tourism industries. Tourism and manufacturing SMEs fear 
failure and focus on day-to-day operations rather than 
economic growth. Employment regulations are restrictive 
and SMEs avoid appointment of staff rather than facing 
legislative issues.
 
Legislative challenges

Government departments constitute policies with the 
purpose of creating guidance but also safety and security 
in which SMEs are established. Policies with objectives 
to ensure economic growth, address unemployment, 
alleviate poverty, improve social wellbeing, and 
encourage socio-economic upliftment in communities 
are implemented. ’Environments characterised by 
weak institutions and high levels of political and civil 
violence directly affect new venture survival,’ maintain 
Hiatt and Sine (2012: 924) as cited by Fatoki (2014). 
Compliance with regulations, labour laws and policies 
are challenging but dealing with corruption and unethical 
officials are a serious challenge to create or to grow the 
existing business. National and international economic 
development is still affected by acquiescence with 
legislation and administrative procedures.  The NDP 

recommended restructuring of policies and regulations to 
stimulate growth of SMEs instead of restricting business.

SUPPORT SYSTEMS IN SOUTH AFRICA

Mandated organisations

The Department of Trade and Industry (dti) governs 
the Small Enterprise Development Agency (SEDA) as 
authorised by the National Small Business Amendment 
Act (Act No 29 of 2004) with the following directive: 

• Implement national government’s policy for small 
enterprise development;

• Design and implement a standard national delivery 
network that must uniformly apply in respect of small 
enterprise development, integrating all government-
funded small enterprise support agencies across all 
spheres of government;

• Design and implement small enterprise development 
support programs; and

• Establish provincial structures to ensure the effective 
implementation of its function. (SEDA, 2013/2014:16).

South Africa offers a large number of support agencies 
for SMEs excluding the government agencies, community 
based organisations, non-government organisations, 
foreign donor bodies and entrepreneurs. These support 
organisations exclude accredited training providers for 
the development of business, technical and administrative 
skills. A positive economic market would be the most 
preferred structure to encourage economic growth and 
SME initiatives, but government has to provide support 
structures to assist entrepreneurs to realise sustainable 
livelihoods.

Effectiveness of current systems

Herrington, et al. (2014) indicated that the private 
sector founded successful supporting systems in SA, 



APPLIED ENTREPRENEURSHIP
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  32
ISBN 978-0-620-71113-5

namely, Anglo American’s Zimele programme and South 
African Breweries’ KickStart initiative. The government’s 
enterprises as follows were unfortunately less successful 
over the previous two decades: 

• Ntsika Enterprise Development failed, merged with 
the National Manufacturing Advisory Centre (NAMAC) 
and SEDA was founded;

• The Community Public Private Partnership (CPPP) 
failed and was incorporated with SEDA;

• The GODISA Trust failed and was incorporated with 
SEDA;

• The National Technology Transfer Centre failed 
and was incorporated with SEDA’s Technology 
Programme.

Small Enterprise Development Agency (SEDA)

SEDA’s service provision includes business development 
and support for SMEs in conjunction with approved service 
providers but quality and effectiveness are not always 
meaningful or beneficial (SEDA, 2013/2014).

Small Enterprise Finance Agency (SEFA)

SEFA offers financing to SMEs to the maximum of R3 
million including: asset finance; bridging finance; term and 
revolving loans; and working capital. Approval of finance 
depends on a business plan and commitment to repay the 
funds over a specific period.  SEFA was founded as a result 
of Khula Enterprise Finance Limited (previously the IDC) 
and a merger with the South Africa Micro-Finance Apex 
Fund (Herrington, et al., 2014).
 
National Youth Development Agency (NYDA)

The Umsombomvu Youth Fund and the National Youth 
Commission both failed to honour their mandates and the 
NYDA was established to organise and encourage youth 
development and specifically to provide funding for SMEs. 
The NYDA is constantly under scrutiny as little evidence of 

success on strategic objectives is available. Its objectives 
refer to economic participation, education and skills 
development, and research, monitoring and evaluation 
among others (Herrington, et al., 2014).

Technology and Innovation Agency (TIA)

The Department of Science and Technology (DST) initiated 
the TIA to ’enable and support technological innovation 
across all sectors of the economy in order to achieve socio-
economic benefits and to enhance global competitiveness’ 
(Herrington, et al., 2014:39). The TIA is the result of seven 
former organisations who failed to stimulate innovation. 
The TIA is mandated to provide equity, technology and 
idea development, industry matching, funding and youth 
technology.
 
National Empowerment Fund (NEF)

Black economic empowerment and promotion of a culture 
to save and invest are the main obligations of the NEF. The 
NEF offers loans from R250,000 to R75 million for start-
up of businesses, equity procurement or to expand current 
businesses (Herrington, et al., 2014).

Incentives

SBP reported that SME owners or prospective owners 
are unaware of the support, which reveals a pivotal 
obstacle in that obtainable inducements are meaningless 
if not used. Often SMEs prefer not to use these 
incentives as bureaucracy is seen as a barrier.  Current 
government support incentives include tax allowances for 
environmentally-friendly manufacturing investments, and 
the dti Co-operatives Incentive Scheme, and many others 
(Department of trade and industry, 2015). 

Non-government initiatives

Various institutions and organisations offer opportunities 
and incentives, for example: Commercial Banks; Shanduka 
Black Umbrellas; Business Partners Limited; Zimele Anglo 
American; and Anglo Sebenza Fund. 
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Significant support needed by SMEs

The Ministry of Small Business Development’s primary 
responsibility is to focus on support for SMEs and to address 
existing challenges. The top five, most costly and frustrating, 
red tape issues over the past year have been mandatory 
regulations, labour issues, BBBEE, SARS, and municipal 
issues. The unanimous request of SME respondents 
to bigger business is to pay suppliers on time, to source 
products from local suppliers rather than importing, and to 
refrain from anti-competitive behaviour, such as price fixing 
(SBP, 2014a:58). 

SMALL AND MEDIUM ENTERPRISES IN 
TURKEY

Overview on business in Turkey

According to the World Bank, ‘Turkey’s demographic and 
economic transformation has been one of the world’s most 
dramatic, with urban growth and economic growth proceeding 
hand in hand’ (World Bank, 2014: 3). Contributions to GDP 
increased in five decades: manufacturing from 18% to 27% 

and services from 26% to 64% (World Bank, 2014b).  Today, 
approximately 75% of the total population lives in cities and 
profitable SMEs are doing business. They offer 76.7% of 
employment, contribute to 40% of investment, add 26.5% 
of total value to GDP, and account for 25% of bank credit.

Ozcanli, as a successful entrepreneur and nominated 
the Young Creative Entrepreneur of Turkey in 2008 by 
Eczacibasi & the British Council, motivates entrepreneurs 
to start businesses in Turkey as there is strong consumer 
spending, weak competition, continuous social and 
economic transformation that brings prospects, and 
unpenetrated markets.

The World Economic Forum measured and published the 
data on competitiveness in 144 countries. Attractiveness 
is based on ‘the set of institutions, policies, and factors 
that determine the level of productivity of a country’ (World 
Economic Forum, 2014: 4). Factors such as productivity and 
investments are essential drivers to determine the growth 
rates. Table 1 shows data comparing the rankings of South 
Africa and Turkey according to the Global Competitiveness 
Index of 2014:
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Source: Researcher’s own compilation from The Global Competitiveness Report 2014-2015. Full Data Edition (World Economic Forum, 2014).
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The World Economic Forum’s Executive Opinion Survey 
exemplifies answers on a scale of 1 to 7, where 1 is always 
the worst and 7 represents the best possible conclusion. 

Table 2 represents key indicators as significant to research 
proposition 2 — the effect of SMEs on economic growth:

TABLE 2: KEY INDICATORS ON BASIC REQUIREMENTS PILLARS
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Gross domestic product (GDP):
GDP in billions of current US dollars - 2013 Business impact of rules on FDI

South 
Africa 33 350.8 South 

Africa 104 4.0

Turkey 17 827.2 * Turkey 71 4.41 *
GDP per capital:
GDP in current US dollars - 2013

Burden of government regulations: compliance with 
regards to permits, regulations, reporting

South 
Africa 75 6.621 South 

Africa 120 2.8

Turkey 60 10.815 * Turkey 71 3.5 *
Ethical behaviour of firms: interactions with public officials, 
politicians, other Strength of auditing and reporting standards

South 
Africa 35 4.7 * South 

Africa 1 6.7 *

Turkey 68 4.0 Turkey 66 4.8

Quality of electricity supply: reliability (lack of interruptions) Business impact of HIV & Aids: impact in next 5 years e.g. 
death, disability, productivity, etc.

South 
Africa 99 3.6 South 

Africa 136 3.4

Turkey 72 4.8 * Turkey 41 6.1 *
Quality of the education system: does it meet needs of 
competitive economy? HIV prevalence: % adults aged 15-49 years

South 
Africa 140 2.2 South 

Africa 140 17.9

Turkey 89 3.4 * Turkey 1 <0.1 *
Quality of math & science education Quality of primary education
South 
Africa 144 1.9 South 

Africa 133 2.4

Turkey 98 3.5 * Turkey 94 3.5 *

Source: Researcher’s own compilation adapted from The Global Competitiveness Report 2014-2015: Full Data Edition (World Economic Forum, 2014).
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The BRICS countries (Brazil, Russia, India, China and 
South Africa) have indicated accelerated economic growth 
in the last 10 years according to the comparison between 
economic data for South Africa, BRICS and Turkey in 
Table 3 below.

TABLE 3: ECONOMIC GROWTH: BRICS AND TURKEY

Country
USD 

GDP in 
2008

USD GDP 
in 2012

Annual 
growth

Position 
in 

economy

China 1.6 
trillion

8.2 
trillion

7.8% 2nd

Brazil 1.654 
trillion

2.3 
trillion

0.9% 7th

Russia 1.661 
trillion

2.0 
trillion

3.4% 8th

India 1.224 
trillion

1.8 
trillion

3.2% 10th

South 
Africa

273.1 
billion

384.3 
billion

2.5% 29th

Turkey 730.3 
billion

789.3 
billion

2.2% 17th

Source: Researcher’s own compilation adapted from USAID Economic 

Analysis and Data Services (2012).

Turkey supports SME development

The support for SMEs and business is available at 
compulsory and voluntary organisations:
 
(a) Compulsory organisations

• the Union of Chambers and Commodity Exchanges 
(TOBB);

• the assembly of export associations (TiM) with about 
52 000 members and 26 local unions of exporters are 
represented; and 

• professional associations for example: The Union of 
Chambers of Engineers and Architects. 

(b) Voluntary organisations

• interest-based bodies for example: The Turkish 
Industry and Business Association (TUSIAD) and 
the Independent Industrialists and Businessmen’s 
Association (MUSIAD); 

• sectoral or regional associations for example: Poultry 
Meat Producer and Breeders Association; the Direct 
Marketing Association; and 

• KOSGEB and other government-sponsored 
organisations.

According to Benzing, et al., SMEs are undeniably 
responsible for economic growth. In 2000, since 99.8% 
of all businesses were SMEs and offered 76.7% of total 
employment, the government made the commitment 
to support SMEs. The government of Turkey launched 
43 programmes to assist businesses during 2000, 
which were subsidised by 14 institutions, including 28 
programmes inclusive of funding; eight included credit; 
and 17 to SMEs; seven R&D programmes; and five 
offered supporting services to SMEs (World Bank, 2011b). 
At present, several support authorities and programmes 
are available to current and prospective SME owners 
and entrepreneurs. In support of the organisations and 
programmes, the Ministry of Science, Technology and 
Industry initiated a programme in 2013 to encourage 
innovation and technological advancement. 

SMEs are engines of growth

Turkish SMEs form the backbone of Turkish economic 
and social order (KOSGEB, 2012). It was reported by 
The MasterCard Center for Inclusive Growth on 7 April 
2015, that Turkey has 3.5 million SMEs and President 
Recep Tayyip Erdoğan and the ruling Justice and 
Development Party (AKP) issued aspiring goals to work 
towards Turkey becoming the 10th largest economy by 
2033 from its current position of 17th largest (Willis-
Ertür & Vader, 2015). Willis-Ertür and Vader (2015: 14) 
argued: ‘Turkey now has the sense of urgency needed 
to capitalize on its SMEs and propel the country to the 
next level.’ SME owners can propel Turkey’s economy to 
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the next level with efficient, professional and employee 
development. The sectors with the highest share of GDP 
are the Services Sector with 58.4% and the Industries 
Sector with 26.9%. Turkey earned 26.3% of GDP from 
the exports market and 31.5% from the imports market 
(Willis-Ertür & Vader, 2015). 

METHODOLOGY

According to Yin (2014: Chapter 1), ‘the case study 
research method is ideal to study the phenomenon within 
its real-life context’ and data collected from the SMEs 

were analysed and interpreted. A general analytical 
strategy was followed to connect the case study data 
with the perceived success of SMEs by making use of 
the pattern matching technique (Yin, 2014). As explained 
by Yin (2014), pattern matching techniques improve 
and support the internal validity of the research and 
validate the propositions. Meetings with the respondents 
were scheduled, interviews were conducted and the 
questionnaires were completed. 

Figure 1 displays the alignment of the data to the 
propositions, which leads to the conclusion of this 
research project.

 

PROPOSITIONS

Support 
systems

Economic 
growth

Critical success
factors

Education &
training

Entrepreneurship

• Literature review
• Semi-structured  
   interviews

An entrepreneurial 
development framework for 

SMEs in SA

SMEs in South Africa

SMEs in Afria

Global SMEs

Economic
growth

Alleviate 
poverty

Social 
stability

Wealth 
creation

Tax 
revenues

Em- 
powerment

DEPENDENT 
VARIABLE:
Perceived
success of

entrepereneurial
ventures

FIGURE 1: PROPOSITIONS LINKED TO DATA

The respondents indicated an overall caution about 
confidentiality because of the political unrest and religious 
sensitivity in the country. The researcher is committed 
to protect sensitive information about the individuals 
and business operations. The respondents that were 
interviewed are SME owners in Turkey and specifically 

in the Izmir Province. The personal details about each 
respondent offer background to the type of business and 
business sector. The respondents represent various age 
categories and no assumption can be made that age 
influences the operations or success of the businesses. 
The respondents established the businesses for various 
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reasons and 60% indicated that employment and provision 
of an income encouraged them to start a business. The 
respondents are either the owner or a co-owner of the 
SME as well as a full-time employee. 

The descriptive data gathered from the respondents not 
only assists in understand the nature of the individual 

SME, but also offers insight into the support offered or 
needed by the SME owner. The primary research question, 
which was addressed in this study, was: How to design 
an entrepreneurial development framework to promote 
SME establishment and stimulate economic growth in SA.  
The propositions aligned to required data are displayed in 
Table 4, including the research questions.

TABLE 4: PROPOSITION AND DATA ALIGNMENT

Proposition Data

P1: Support Systems

• RQ 1: How does the support system in Turkey contribute to the success of 
SMEs? 

• RQ 5: What is the extent and impact of support currently for SMEs in South 
Africa?

• RO 1: To collect and analyse data on SMEs in Turkey.

P2: Economic Growth
• RQ 2: Why does South Africa need SMEs?

• RO 2: To analyse the reasons why SMEs fail in South Africa.

P3: Critical Success Factors
• RQ 3: Why is the failure rate of SMEs in South Africa extremely high?

• RO 3: To determine why SA needs to establish and support SMEs.

P4: Education & Training
• RQ 4: How could education and training contribute to the success of SMEs?

• RO 4: To conduct an in-depth analysis of the current support system in South 
Africa.

P5: Entrepreneurship

• RQ 6: How should the entrepreneurial development framework incorporate 
entrepreneurial attitude as performance measurement of SMEs?

• RO 5: To embrace entrepreneurship in the proposed framework for the 
establishment of SMEs

The following noticeable limitations of the research study 
were acknowledged:

• The research instrument: time limitations did not 
allow a proper translation of the instrument into 
Turkish and the researcher depended on a translator 
to interpret the answers from the enterprise owners. 

• Sample size: five units of analysis allowed an 
adequate collection of data whereas a larger sample 
could have increased the cogency of the discourse. 

• Population: The researcher decided to obtain details 
about potential units of analysis from the regional 
and local chambers of commerce that excluded 
SMEs that are operational but not registered.
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FINDINGS

The respondents’ attitude towards the government and 
the available support systems that was evident during 
the interviews was either positive or quite negative. Even 
though the SME owners do not benefit from all the support 
services, they are aware of them and regard the system 
favourably. The number of individuals employed by the 
respondents is positive, considering the geographical area 
and size of the towns. The respondents were traditionally 
more conservative and choose to approach family members 
rather than government initiatives for support.  They agreed 
with the necessity of business planning skills and the 
necessary accounting software.

The questionnaire was designed to identify if entrepreneurial 
family members influenced the SME owner or the business. 
Respondents recognised family members who operate their 
own businesses but did not indicate that it could be positive 
or negative. The nature of small businesses in Turkey is of 
such a kind that the shop owners are considered ‘friends’. 
The respondents were 100% ready to start a business 
concerning a) their bank accounts, b) email communication, 
c) registration for tax, and d) the appointment of an 
accounting or auditing firm. There was consensus about 
the poor level of skills or lack of education of the workforce. 

The respondents indicated a desire for training and education 
and specifically the need for Information Technology as 
indicated by 80% of the respondents. The SME owners 
were committed to contribute to the success of the venture 
and are willing to accept advice and guidance from experts.

IMPLICATIONS OF FINDINGS

Enterprise development support systems have a positive 
impact on the perceived success of entrepreneurial 
ventures.  The government of Turkey recognises the value 
added by the SMEs to the economy and is committed to 
various organisations in collaboration with the financial 
institutions. The high unemployment rate in South Africa 
burdens the national budget and the establishment of SMEs 
will create jobs and will bring relief to the heavy tax burden 
caused by the nearly 16 million recipients of social grants. 

The respondents agreed by 80 per cent that it is easy to 
start a business in Turkey. The respondents could obtain all 
the requirements and assistance from their local chambers 
of commerce and other government institutions. The notion, 
therefore, is that entrepreneurs and potential venture owners 
need to accept the responsibility, use available support, and 
invest their own time and resources. Additionally, failure 
cannot be blamed only on the government as testified 
by surviving and successful enterprises. Performance 
measurement of critical success factors will highlight areas 
of concern and actions can be taken to reduce the rate of 
SME failure. 

All the respondents agreed that education and training 
are necessary to develop an entrepreneurial attitude and 
manage a business. Sixty per cent of the respondents 
indicated challenges pertaining to an uneducated workforce 
and 60 per cent agreed about the high cost of labour. 
The vital part of the training programmes, at all levels of 
education, is to broaden knowledge, stimulate creativity, 
and the enthusiasm to take initiative.
 
The establishment of small and medium enterprises is the 
result of entrepreneurs’ initiative, creativity or innovative 
thoughts. Therefore, the success of entrepreneurial 
ventures cannot be measured without a clear expectation 
of entrepreneurship and the influence of entrepreneurship 
on the economy. The attitude and preparedness of the 
respondents were observed during the semi-structured 
interviews. The general attitude displayed by the respondents 
during the interviews was that they were positive about the 
challenges, loyal towards the government, and eager to 
build their own capacity. The entrepreneurial development 
framework, therefore, focused on aptitude as a criterion for 
financial assistance more than just the submission of a well-
constructed business plan. 

FUTURE RESEARCH AND 
RECOMMENDATIONS 

The research study found that there is a positive relationship 
between the perceived success of entrepreneurial ventures 
in SA and the independent variables of support systems, 
economic growth, critical success factors, education 
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FIGURE 2: AN ENTREPRENEURIAL DEVELOPMENT FRAMEWORK FOR SMES IN SA

and training, and entrepreneurship. These aspects are 
critical to consider when developing and implementing 
an entrepreneurial development framework for small 
and medium enterprises in South Africa. The research 
effort established a demand for a new framework to 
stimulate economic growth and also to ensure sustainable 

economic development and prosperity in South Africa. 
Figure 2 illustrates the suggested framework based on the 
research outcomes. The framework is the much-needed 
driver to transform words into action.

Why does South Africa need small and medium 
enterprises?  These enterprises will:

• Ensure economic growth: SMEs are the engines of 
growth. 

• Ensure job opportunities: self-employment and job 
creation.

• Increase wealth and prosperity for communities. 

• Expand the tax base to serve citizens better and 
support education.

• Improve quality of life by increasing the standard of 
living.

How will South Africa promote such a development 
framework? In order to meet the perceived demand for a 
development framework, the researcher proposes that a 
strategic partnership needs to be established between the 
government, the formal and informal business sector, the 
unions, entrepreneurs, non-governmental organisations 
and normal, everyday citizens.

The government has the responsibility to facilitate more 
equitable distribution of income, wealth and economic 
opportunities. Full employment is one of the macro-
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economic goals, and the government benefits directly 
from the establishment of small and medium enterprises.  
The formalisation and promotion of small businesses 
will reduce informal and black-market activities, and 
social stability is a major benefit of economic growth. 
The Department of Trade and Industry has the obligation 
to build the capacity of all employees by offering advice 
and guidance to entrepreneurs and business owners. 
Mentorship programmes will encourage entrepreneurs 
and motivate them to implement best practices. 

The larger companies in South Africa will benefit when 
successful small enterprises are established. SMEs can 
supply products and services locally, which will reduce 
costs to the companies. SMEs in the immediate towns 
or regions can provide knowledge of resources, supply 
patterns and purchasing trends. The SME is also a 
source of innovation and re-engineering of products and 
services. The successful SME can contribute to the larger 
company’s Broad-based Black Economic Empowerment 
(BBBEE) requirements and create a win-win situation for 
both parties. 

Local communities will benefit greatly as SMEs will employ 
locally from the community, especially individuals with 
lower skill levels. The SME can provide products and 
services tailored to the local needs and can adjust more 
easily to local market fluctuations. Self-employment and 
employment will build the self-esteem of people and will 
reduce crime and violence, which are major barriers to 
small business. 

‘No political democracy can survive and flourish if the 
mass of our people remain in poverty, without land, 
without tangible prospects for a better life. Attacking 
poverty and deprivation must therefore be the first priority 
of a democratic government’ was a statement made by 
the Reconciliation and Development Programme (RDP) in 
1994 (National Planning Commission, 2013: 24). Now is 
the time to move on from failed policies or practices such 
as the Reconciliation and Development Programme and 
embrace the National Development Plan, which is a worthy 
policy document, and to meet sooner rather than later with 
representatives from all levels of society, as suggested 
to establish a strategic partnership. The development 

of an implementation plan to include an entrepreneurial 
development framework for SMEs would be a key driver to 
achieve the goals of economic growth and job creation as 
set out in the NDP (National Planning Commission, 2013).  

Suggestions for Future Research

The small, medium and micro enterprises are a struggling 
sector and further research is inevitable to stimulate 
economic growth and to brace ourselves for any global 
economic crises. Entrepreneurship is a precondition for 
any business and small business has the ‘capacity to be 
a dynamic, transformational force’ and to spur economy-
wide efficiency, innovation, growth and poverty alleviation 
(SBP, 2013). 

The following are some suggestions for future research:

• Further research to address the quality of the 
education system, particularly with regard to 
mathematics and science, and skills development at 
tertiary institutions.

• Research to investigate ‘red tape’ referring to labour 
and other mandatory regulations, municipal issues, 
time taken to register a business, and inefficiencies in 
SARS.

• Research to assess the effectiveness of the 
current economic development support system 
and the competencies of support staff that assist 
entrepreneurs and small business owners.

• Research to monitor the achievement of goals as 
stipulated in the National Skills Development Act of 
1998, as skills shortages are still a barrier to small 
businesses.

• Research to develop, implement and share best 
practices.

• Research to create a strong awareness and a culture 
of entrepreneurship. Corporate careers are still more 
desired in South African society. 
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The research provided a valuable understanding into 
the unique South African business environment and 
encouraged the researcher to embrace cultural challenges. 
The results emphasised that the establishment of small 
and medium enterprises involves much more than just 
economic development. Or job creation. Or creating 
an income. Small and medium enterprises are engines 
of growth. As reflected by Trevor Manuel as former 
Chairperson of the National Planning Commission 
(National Planning Commission, 2013: 1): ‘Our future – 
make it work. South Africa belongs to all its people and the 
future of our country is our collective future. Making it work 
is our collective responsibility. All South Africans seek a 
better future for themselves and their children,’ 
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ASSESSING SELECTED SUCCESS FACTORS OF SMES IN THE 
NORTH-WEST PROVINCE

ABSTRACT

SMEs are noted to be a key economic sector for job 
creation in South Africa. The sector also contributes a 
high percentage to the GDP annually. The importance 
of job creation with increasing economic sustainability of 
SMEs in South Africa has never been more of interest 
than in the current business climate. Rising SME failure 
rates and non-conducive legislative developments 
have increased concerns regarding the sustainability of 
businesses in South Africa. This research focuses on the 
important factors that have a direct impact on the business 
success of SMEs. Nine constructs were identified and the 
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correlation between these constructs and the perceived 
business success of SMEs were empirically investigated 
by distributing 200 structured questionnaires in the North-
West province of South Africa. A satisfactory 77% response 
rate was achieved. The results of this study concluded 
SME’s/entrepreneurial characteristics, strategy and the 
external environment are the constructs considered to 
be the most significant contributors to perceived SMEs’ 
business success. 

Keywords: SMEs, business success, success factors, 
North-West province.
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BACKGROUND

The value of SMEs is globally recognised irrespective of 
the economy’s developmental stage. The dynamic role of 
SMEs in the economies of developing countries enables 
them as engines through which the growth objectives 
can be achieved. The contribution towards growth, job 
creation and social progress is highly valued and SMEs 
are regarded as an essential element for achieving 
economic growth (Mahembe, 2011). The growth of SMEs 
is a major economic driver world wide as a result of the 
contribution to employment at a higher rate than larger 
businesses do (OECD, 2010). 

In South Africa SMEs represent over 90% of private 
businesses and contribute to more than 60% of 
employment and more than 50% of the gross domestic 
product (GDP) (Bankseta, 2012). This explains why 
SMEs are so closely interwoven to the country’s 
financial performance and why the South African SMEs’ 
performance with their developmental benefits are 
critically important for the economy (Mahembe, 2011). 
But, SA is currently at an economic crossroad, with the 
growth rates currently hovering at less than 1% and 
unemployment rates that have risen to their highest levels 
and more than 16 million people which are expected to 
draw social benefits over the next year (SME Growth 
Index, 2015; SSA, 2016). 

Unemployment Rate in South Africa averaged 25.31 
percent from 2000 until 2016, reaching an all time 
high of 31.20 percent in the first quarter of 2003 and a 
record low of 21.50 percent in the fourth quarter of 2008 
(Trading Economics, 2016). The National Development 
Plan (NDP) that was announced in 2012 is the latest 
government programme and proposes measures to 
accelerate economic growth and deal with the country’s 
rising social problems. The majority of these proposed 
measures are based on the assumption of a healthy 
economy - including a target for 90% of new employment 
opportunities to be created by the SME-sector by 2030. 
The NDP envisions the South African economy growing 
by at least 5.4% per year over the next 15 years and 
identified the SME sector as an important player in driving 
this growth. 

PROBLEM STATEMENT

SMEs are not fully aware of the most important factors 
they must focus on in their businesses. SMEs are 
facing serious challenges with some of the external 
environmental issues that include recessions, heavy 
regulatory burdens, and barriers from sourcing (Khalique 
et al., 2011:74). SMEs’ resources for acquiring information 
with regards to markets are also much more limited. 
Internal factors may include the lack of management 
skills and training opportunities. Even though SMEs are 
significant in all the largest economies in the world, their 
failure rate remains high and a concerning factor for policy-
makers (Mahembe, 2011). As such, the sustainability of 
SMEs has gained vast interest in the literature, but not 
many coherent frameworks have been developed that 
investigate all the major factors influencing business 
success of SMEs in South Africa. Even more important, 
is the relationship between the identified constructs and 
the perceived business success.

OBJECTIVE

Several factors contribute to the success of a business, and 
an understanding of what these factors are and how they 
work together can aid business success. This study aimed 
to narrow the research down to a framework of constructs 
and to determine whether the constructs identified have 
an impact on the perceived business success of SMEs. 

LITERATURE REVIEW

Internationally, the more than 20 million SMEs in Europe 
played a crucial role to recover after the latest economic 
crisis, especially because of the employment capacity of the 
sector (Muller et al., 2014). In 2012 these entities employed 
approximately 86.8 million people, representing 66.5% of 
all European jobs created. As such it is acknowledged 
that a healthy SME sector contributes prominently to an 
economy by creating more employment opportunities, 
generating higher production volumes, increasing exports, 
introducing innovation and entrepreneurship skills (Philip, 
2010). 
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Entrepreneurs serve as an effective way of creating 
jobs, increasing productivity and lowering poverty. Table 
1 illustrates the economic impact of SMEs in several 

countries – in the USA it represents 99% of all employers 
(Gilroy, 2014):

TABLE 1: SEVERAL COUNTRIES’ CONTRIBUTION TO GDP AND JOB CREATION 2011-2014

Country Contribution to GDP % Job creation Representation of total 
businesses (%)

United Kingdom 50 % 47.8 % 99.3 %
USA 46 % 60 % 99 %

China 58.5 % 75 % 99 %
Nigeria 50 % 50 % 96 %

Bangladesh 25 % 56 % 98 %
Thailand 40 % 80.4 % 98.5 %

Table 2 illustrates that SMEs in relation to all businesses 
in South Africa have concerningly declined since 1997, 
but the contribution to the GDP has increased. SMEs 

in South Africa in relation to the total population of 
businesses are also lower than the countries mentioned 
in table 1. 

TABLE 2: SME ECONOMIC CONTRIBUTION IN SOUTH AFRICA (1997-2014)

Year Contribution to GDP Job creation Representation of total 
businesses

1997 32-42% 62% 99.3%
2001 36% 56% 97.65%
2006 40-50% 50% 91%
2012 57% 61% 91%
2014 50% 60% 90%

(Adapted from: Falkena et al. (2001:42), Lloyd (2002:21&23), Von Ketelhodt and Wöcke (2008:4), Fatoki and Odeyemi (2010:128), 
Ahiawodzi and Adade (2012:39) Bankseta (2012), SME Growth Index (2015))

The South African government is fully aware of the 
importance of SMEs and a framework for several types of 
assistance has been developed and actively promoted by 

a number of initiatives (Bankseta, 2012). The government 
also implemented a number of programmes to enable the 
growth of SMEs - see Figure 1:
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Government of South Africa

White paper on 
Small Business  

1995

The
Small Business

Act 1995

The Small Business
Ammendment Act

2003

Reconstruction and
Development
Program 1994

The Accelerated shared 
Growth Initiative for

SA 2006

The
New Growth

Path 2010

The Small Business
Finance Agency

2012

FIGURE 1: SOUTH AFRICA’S GOVERNMENT CONTRIBUTION TOWARDS SMES

(Source: Own compilation)

The NDP aims to significantly lower poverty and to reduce 
unemployment by 2030 with most of the new jobs are likely 
to be provided by growing the SME sector. Transforming 
the economy and creating the needed jobs assumes an 

economic growth rate exceeding 5% per annum and will 
be achieved through mainly the following eight point plan 
– including support of the SMEs:

An expanded 
skils base

Increaseing 
Economic 

Growth

A larger
innovation

system

A higher rate of 
investment

Providing a more 
efficient 

infrastructure

Support of SMEs
through better coordination 
of relevant agencies and the 

development of finance

Support of SMEs
through better coordination 
of relevant agencies and the 

development of finance

Strenghtened  
financial services

Increasing
Exports

FIGURE 2: EIGHT POINT PLAN IN INCREASING ECONOMIC GROWTH IN SA

(Source: South Africa, 2015; Kgosana & Mokgabudi, 2013).
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Since the new direct jobs created by SMEs in an industry 
add more jobs, it also has an important employment 
multiplier effect (Jain & Chen, 2013). As such, indirect 
and induced jobs are also created in a designated area 
- indirect jobs are those that support the industry and 
induced jobs the result of employees spending money in 
the community (Cetnarski, 2011). 

Conceptualisation of SMEs

Although the importance of the sector is internationally 
acknowledged, it remains a challenge to exactly define a 
SME as no universal definition exists (Mahembe, 2011). 
In defining SMEs it is important to distinguish between 

the small, micro and medium-sized enterprises. Here, 
the concept excludes the micro enterprises. The National 
Small Business Act (No. 29 of 2004) categorises the 
different industries in SA, implying that the definition of 
SMEs may differ according to the type of sector: 

• A small enterprise is defined as fewer than  
50 employees and a turnover of less than  
R2 million up to R25 million depending on the 
industry.

• A medium enterprise is defined as fewer than 100 
employees with a turnover less than R4 million up to 
R50 million, depending on the industry. 

TABLE 3: SME CATEGORIES ACCORDING TO THE NATIONAL SMALL BUSINESS ACT (NO. 29 OF 2004)

Sector or subsector in accordance 
with Standard Industrial Classification Size of class

Total fulltime 
equivalent of paid 

employees

Total 
turnover

Total gross asset value 
(fixed property excluded)

Agriculture Medium 100 R5m R5m
 Small 50 R3m R3m
 Very Small 10 R0.50m R0.50m
 Micro 5 R0.20m R0.10m
Mining and Quarrying Medium 200 R39m R23m
 Small 50 R10m R6m
 Very Small 20 R4m R2m
 Micro 5 R0.20m R0.10m
Manufacturing Medium 200 R51m R19m
 Small 50 R13m R5m
 Very Small 20 R5m R2m
 Micro 5 R0.20m R0.10m
Construction Medium 200 R26m R5m
 Small 50 R6m R1m
 Very Small 20 R3m R0.50m
 Micro 5 R0.20m R0.10m
Wholesale Trade, Commercial Agents  
and Allied Services Medium 200 R64m R10m

 Small 50 R32m R5m
 Very Small 20 R6m R0.60m
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Sector or subsector in accordance 
with Standard Industrial Classification Size of class

Total fulltime 
equivalent of paid 

employees

Total 
turnover

Total gross asset value 
(fixed property excluded)

 Micro 5 R0.20m R0.10m
Finance & Business Services Medium 200 R26m R5m
 Small 50 R13m R3m
 Very Small 20 R3m R0.50m
 Micro 5 R0.20m R0.10m

(Source: The Banking Association of South Africa, 2015)

SME failure rate

Despite government’s commitment to growing SMEs, the 
sector continues to face a hostile business environment, 
including lack of skilled staff, stringent regulations, tough 
local economic conditions, lack of finance and the high costs 
associated with employing staff (SME Growth Index, 2015). 
According to the 2015/16 GEM report a decreasing trend in 
South Africa’s TEA (total entrepreneurial activity) from only 
10.6% in 2013 to 9.2% in 2015 was recorded. Similar trends 
are estimated for total early-stage entrepreneurial activity 
in the economy (Kelley, Singer & Herrington, 2016:104). 
This is well below the 27% other countries achieved. South 
Africa’s established businesses in terms of total years in 
operation, also are the second lowest in the world.

Many new businesses are started every year and on 
average 80% of new start-ups fail during the first three 
years (Gore & Fal, 2011; Mafoyane, 2015; Wiese, 2013). 
Research on SME failures reported mixed results - three 
out of five businesses fail within the first few months (Bowen 
et al., 2009:16); 40-50% of SMEs cease trading within three 
to four years (Urwin et al., 2008:29), and approximately 
63% fail within the first year (Anon, 2010). The failure rate 
increases as the size of the business decreases, resulting 
in an unacceptably high failure rate for smaller businesses. 

Business success

A SME is categorized as successful when it has been doing 
business for five years or longer (Muske, 2012). Business 

success as a concept is multidimensional and complex as it 
can be measured by both financial and non-financial criteria 
(Upping & Kasorn, 2013). Traditional measures of business 
success have been based on either financial performance 
such as profit, turnover or return on investment. Business 
owners want to grow their business, but some SMEs 
deliberately refrain from employing additional staff. 
Therefore using employee numbers as a measure of 
business success is neither accurate nor applicable to all.

Despite the big influence of SMEs, research on the 
determinants of business success has been scanty. 
Success has many different aspects that drive it and 
understanding the key factors for a SME can help in 
deciding on the key focal areas. The results of previous 
research on the determinants of SMEs business success 
have generally been inconclusive (Nwachukwu & Oseghale, 
2010). Business success can be viewed in this context as 
the ability to achieve the entity’s set objectives. As such, 
the constructs which have been investigated over time in 
fragmented studies (Kristiansen et al., 2003; Duchesneau 
& Gartner, 1990; Ghosh et al., 2001; Qureshi et al., 2012; 
Upping & Kasorn, 2013; Dewey, 2014; Glaube et al., 2014) 
resulted in the following factors that contribute to SME 
business success-

•	 Entrepreneurial knowledge and SMEs characteristics 
are significantly linked to business success. 

• Entrepreneurs in successful enterprises were more 
likely to have been raised by entrepreneurial parents 
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(background) and to have had a broader business 
and start-up experience; worked long hours; had good 
communication skills and a personal investment in the 
entity.

• The personal need for growth, freedom and opportunity 
ranked high on the reasons why entrepreneurs started 
their own businesses. 

•	 Enterprise size: larger enterprises were found to have a 
higher level of success. 

• Both genders assume the same level of motivation and 
receive equal family support, but males and females 
differ on the social networking, cultural influence and 
personal characteristics – males revealed a more 
negative approach towards these variables than 
women. The shortage of finance, strong competition 
and marketing issues were cited among the main 
problem areas faced by entrepreneurs. The ability to 
satisfy customers, good service, a good management 
team and good networking capabilities are among the 
main success factors identified. High operation costs, 
the shortage of labour skills and a very competitive 
environment were the main constraints to success.

• Key success factors consist of both internal (family 
group management, strong leadership, professional 
skills and networking of product development 
groups) and external factors (government policy and 
networking). 

• Business culture is considered to be an important 
contributor to business success.

• The increase in personal initiatives for SMEs increase 
business success.

These variables will be investigated as the compounded 
result of various research projects to determine the effect 
on perceived business success by SMEs. The focus is the 
Chittithaworn et al. (2010) measuring instrument integrated 
with the related factors mentioned above.

RESEARCH METHODOLOGY

Sample

The sample size was 200 randomly selected SMEs in the 
North-West province of South Africa. The questionnaires 
were distributed mainly via hand to a convenient sample 
of 200 SMEs and a response rate of 77% (154) was 
achieved.

Measuring instrument

The questionnaire used was based on the Chittithaworn 
study. The questionnaire was structured in a section 
pertaining to the demographics of the study population and 
the second section contained the following nine different 
constructs affecting the perceived business success of 
SMEs:

• The characteristics of the enterprise including 
leadership skills, motivational levels and the available 
capital to grow the SME.

• Management knowledge including financial, 
marketing, human resource and IT capability skills

• The products and services: quality; spending on 
distribution and customer feedback. 

• The customers and market: the customer relationship, 
marketing and market research.

• Resources and finance: available cash resources, the 
ability to obtain capital and the accounting system in 
use.

• Strategy: business plans and the ability to adapt to 
changes.

• External environment: the reliability of the business 
network, the business’ support structure and 
government support.
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• The way of doing business and cooperation: web 
page and email usage to conduct business and 
accessibility issues.

• The internet of things: the technological ability and 
capacity for business and communication.  

The third section of the questionnaire determined the 
participants’ perception of SME success. 

Ethical consideration

The study complied with the ethical requirements and 
has been approved by the ethics committee of the North-
West University.

Data collection:

The data collecting process occurred over a period of 
three months and started by approaching researchers 
in Thailand to get permission for the study. To ensure a 
high response rate the completed questionnaires were 
collected individually from the participating SMEs.

Data analysis

The data analysis was done in conjunction with the 

Statistical Consultation Services of the North-West 
University. Descriptive statistics were conducted to 
profile the demographics and characteristics of the 
respondents. The data were also subjected to reliability 
analysis using Cronbach’s coefficient alpha; a correlation 
matrix to determine the correlation between variables and 
multiple regression analysis to determine whether the 
independent variables have an impact on the perceived 
business success of SMEs.

RESULTS

Descriptive statistics – Section A

Descriptive statistics were used to analyse and profile the 
demographics of the resondents (Fransman, 2014):

• The reported gender of the respondents showed the 
majority being male (71%) -  indicating that males 
stilll dominate business ownership.

Figure 3 indicates the age of the respondents:  
21.2% were between the ages of 21-30; 27.7% between 
31-40; 27.7% between 41-50 and 23.2% were older than 
50 years.
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FIGURE 3: AGE OF THE RESPONDENTS

From the data it can be concluded that the majority of the 
respondents (55%) were between 31-50 years of age, 

possibility indicating the socio-economic need to be self-
employed. 

EDUCATION LEVEL:

30%

Education level
30%

30%

30%

30%

Secondary School

Certifi
cate/Diploma

Bachelor's degree

Master's degree

PhD/DBA

FIGURE 4: EDUCATIONAL LEVEL
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The figure above illustrates the level of education - 31.3% 
of the respondents only had a grade 12 qualification or 
less; 39.2% a certificate or a diploma; 34.8% obtained a 
degree; 3.9% had a master’s degree, and 1 respondent a 
doctorate. The analysis indicates that a significant number 
of the respondents achieved a formal level of higher 

education and represents as such a more knowledgeable 
population. 

• Regarding the current job position, 64.6% of the 
respondents were self-employed business owners 
and the rest (35.4%) management. 

WORKING EXPERIENCE:

Working experience:

<2
years 2 - 5

years 6 - 10
years 10 - 20

years

40%

20%

0%

years

> 20
years

FIGURE 5: WORKING EXPERIENCE

The figure above illustrates that the majority of participants (35%) have more than 20 years of working experience.

NUMBER OF YEARS IN OPERATION:
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FIGURE 6: THE AMOUNT OF YEARS OPERATIONAL
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Figure 6 illustrates that 14.8% of the respondents were 
operational less than 5 years; 23.2% between 5-10 years; 
20.7% between 10-15 years; 9.7% between 15-20 years 
with 31.6% that have been operational since 1995. 

The analysis indicates the majority have more than 20 
years’ of operational experience and their opinions can 
therefore be taken into consideration.

NUMBER OF EMPLOYEES IN THE ORGANIZATION:

60%

Number of employees in 
the organization:

50%
40%
30%
20%
10%
0%

1 - 5 6 - 50 51 - 100 101 - 200 >200

FIGURE 7: NUMBER OF EMPLOYEES:

From figure 7 it can be deduced that 34.2% of the SMEs 
employed between 1-5 people; 56.6% (the majority) 
between 6-50; 5.3% between 51-100; with 3.9% between 
101-200 people. Only SMEs who employed less than 200 
people were approached in this study. 

Reliability and validity of constructs in 
Sections B and C

Reliability analysis was used to measure both consistency 

and internal stability of the data. The Cronbach’s α 
measures the inter-item consistency and reliability 
measures the coefficient that reflects how well items in a 
set are positively correlated to one another. A Cronbach’s 
alpha lower than 0.6 are generally considered to be poor, 
those in the 0.7 range are considered to be acceptable, and 
those over 0.8 good (Field, 2013:716). Table 4 presents 
the Cronbach α coefficient scores for constructs identified 
and the perceived business success. 

TABLE 4: CRONBACH’S ALPHA COEFFICIENTS

Constructs Mean Standard 
Deviation

Cronbach’s α 
Coefficient N of items Rating

B1 1.71 0.52 0.71 5 Acceptable

B2 2.02 0.60 0.73 5 Acceptable

B3 1.72 0.53 0.71 5 Acceptable

B4 1.97 0.55 0.71 5 Acceptable

B5 2.15 0.62 0.73 5 Acceptable

B6 2.52 0.78 0.73 4 Acceptable
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Constructs Mean Standard 
Deviation

Cronbach’s α 
Coefficient N of items Rating

B7 2.00 0.67 0.83 5 Good

B8 2.62 0.78 0.80 6 Good

B9 2.40 0.89 0.74 4 Acceptable

Success 2.06 0.65 0.89 8 Good

(Source: Own Compilation)

The table indicates that all the constructs yielded consistent 
results and can therefore be repeated with the probability 
of receiving the same results in the future.

Confirmatory factor analysis to measure the 
validity of Sections B and C

Construct validity can be measured by using confirmatory 
factor analysis (CFA). CFA is a statistical technique used 
to verify the factor structure of a set of observed variables 

and their underlying latent constructs. CFA allows testing 
the hypothesis that a relationship between observed 
variables and their underlying latent constructs exists 
(Suhr, 2006). To determine whether a factor analysis may 
be appropriate, Kaiser, Meyer & Olkin’s (KMO) measure 
of sample adequacy should be computed. The KMO-
index ranges from 0 to 1, reaching 1 when each variable is 
perfectly predicted by the other variables; 0.6 suggested as 
the minimum value for factor analysis (Pallant, 2013:190). 
The following table indicates the CFA of Sections B and C 
to determine the validity of the constructs: 

TABLE 5: CONFIRMATORY FACTOR ANALYSIS TO MEASURE CONSTRUCT VALIDITY

Constr N MSA Factors retained Variance explained Communalities varies 
between

B1 152 0.71 1 0.50 0.35 and 0.60
B2 152 0.75 1 0.49 0.39 and 0.54
B3 153 0.74 2 0.72 0.66 and 0.82
B4 152 0.70 2 0.71 0.66 and 0.76
B5 152 0.72 1 0.49 0.27 and 0.65
B6 153 0.62 1 0.56 0.35 and 0.75
B7 152 0.79 1 0.59 0.47 and 0.74
B8 152 0.72 2 0.72 0.63 and 0.83
B9 153 0.71 2 0.58 0.39 and 0.51
Success 152 0.83 2 0.72 0.64 and 0.80

(Source: Own Compilation)
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All the MSA values (Kaiser’s measure of sample adequacy) 
of the constructs are higher than 0.6 which indicates 
strong inter-correlations, with the the business success 
construct the highest MSA (0.83). The table indicates that 
some of the constructs were not unidimensional because 
more than one factor was retained. But as a result of the 
fact that those factors still have high confirmatory analysis 
and that the questionnaire was already standardised, 
the decision was to keep the constructs as defined by 
Chittithaworn et al. (2010) which had construct validity 
according to peers.

Analysis of mean and standard deviation 
values 

The mean is used to measure the central tendency of the 
data and the standard deviation is used to indicate the 
disposition of the data and also measures the degree of 
deviation from the mean (Field, 2013:25). Table 6 presents 
the mean and standard deviation values of the constructs 
in Sections B and C – a 5 point Likert scale was used 
where 1= strongly agree to 5 = strongly disagree. The 
constructs with the highest mean values were B6 and B8. 
All the constructs have a mean value of less than 3 which 
indicates a higher tendency towards “strongly agree’ and 
the resulting SD small relative to the mean:

TABLE 6: MEAN AND STANDARD DEVIATION OF THE CONSTRUCTS

Constructs M SD N

B1 Entrepreneur- and  SME characteristics 1.71 0.52 154
B2 Management and know-how 2.02 0.60 154
B3 Products and services 1.73 0.53 154
B4 Customers and markets 1.97 0.55 154
B5 The way of doing business and cooperation 2.15 0.62 154
B6 Resources and Finance 2.52 0.78 154
B7 Strategy 1.99 0.67 153
B8 External environment 2.62 0.78 153
B9 Internet and ITC 2.40 0.89 153
Perceived business success 2.06 0.65 153

Analysis of the correlation matrix

The Pearson product-momentum correlation describes the 
degree of relationship between two variables (Pearson, 
2010). Guidelines for interpreting correlation coefficients 

are: a small correlation: p < 0.3; medium correlation: 0.5. > 
p ≥ 0.3; large correlation: p ≥ 0.5.
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TABLE 7: CORRELATION MATRIX OF THE CONSTRUCTS AND PERCEIVED BUSINESS SUCCESS RESULTS
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Business 0.524 0.516 0.375 0.460 0.523 0.560 0.538 0.586 0.382 1.000

The statistical analysis indicated the following p-values for 
the nine constructs in relation to the business success:

• B1; B2; B5 – B8 = strong correlation: p ≥ 0.5

• B3; B4 and B9 = medium correlation: p ≥ 0.3 

The results indicate that the correlation between all factors 
correlated at 95 percent level. None of the p-values 
were higher than 0.6. The statistical results indicate that 
the strongest correlations occurred between perceived 
business success and resources (B6); and the external 
environment (B8). The weakest correlation is between 
perceived business success and B3 (products and 
services) and B9 (internet).

Effect size indices for heterogeneous variances

The calculation of the effect sizes will assist to ascertain 
whether there are significant differences between two or 
more groups. Cohen’s d value assumes homogeneity 
of population variances and uses means and standard 
deviations of those groups which are compared against 

each other (Pallant, 2013:218). The following guidelines 
are used regarding practically significant differences 
between means:  d≥0.2 (small), d≥0.5 (medium) and 
d≥0.8 (large effect)

Once the scores are analysed, the outcome will be referred 
to as being of practical significance (at p≤0.05 or p≤0.01) 
(Yang & Dalton, 2012). Three factors of the demographic 
profile in Section A will be used to compare how the 
following groups responded to the effect on perceived 
business success: effect sizes pertaining to gender, the 
level of education and how SME-duration perceived the 
constructs. The years of experience was not tested in the 
effect sizes as the duration of the entity’s effect size is 
determined. This will provide a clear indication of how 
the outcomes are affected by the number of years of the 
operational activities of the SME.

Effect sizes of how gender perceived the 
constructs

The effect sizes between male and female responses to 
the nine constructs are-
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TABLE 8: EFFECT SIZES FOR GENDER 

Subtest Gender N Mean Standard deviation P-value d-value

B1 M 109 1.69 0.53 0.42 0.14
F 45 1.76 0.51

B2 M 109 1.99 0.59 0.7 0.07
F 45 1.75 0.57

B3 M 109 1.75 0.57 0.19 0.18
F 45 1.65 0.39

B4 M 109 2.00 0.57 0.25 0.19
F 45 1.90 0.51

B5 M 109 2.18 0.64 0.36 0.15
F 45 2.09 0.58

B6 M 109 2.58 0.72 0.17 0.23
F 45 2.38 0.88

B7 M 109 2.02 0.69 0.38 0.14
F 44 1.92 0.60

B8 M 109 2.74 0.76 0.0054 0.51 ▲
F 44 2.34 0.78

B9 M 109 2.46 0.90 0.17 0.22
F 44 2.26 0.85

From the interpretation of Cohen’s d, there is one 
significant difference in the manner in which males and 
females responded to the various constructs – males 
seem to be more negative towards the impact of the 
external environment on the perceived business success.

Effect sizes of how educational levels perceived 
the constructs

The respondent’s levels of qualification were categorised 
as: “1” - less than a degree/certificate and “2” - a degree 
or more. Table 9 illustrates the effect sizes between these 
groups to provide an indication of whether there were 
significant differences in the responses to the constructs

TABLE 9: EFFECT SIZES OF HOW EDUCATIONAL LEVELS PERCEIVED THE CONSTRUCTS

Subtest Education N Mean Standard deviation P-value D-value

B1 1 109 1.72 0.55 0.58 0.09
2 45 1.68 0.48

B2 1 109 2.05 0.60 0.45 0.13
2 45 1.96 0.60

B3 1 109 1.71 0.53 0.62 0.08
2 45 1.76 0.51



APPLIED ENTREPRENEURSHIP
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

61

Subtest Education N Mean Standard deviation P-value D-value

B4 1 109 1.96 0.54 0.65 0.08
2 45 2.00 0.58

B5 1 109 2.14 0.62 0.56 0.10
2 45 2.20 0.64

B6 1 109 2.52 0.74 0.92 0.02
2 45 2.53 0.88

B7 1 108 2.05 0.71 0.03 0.31▲
2 45 1.83 0.52

B8 1 108 2.60 0.80 0.57 0.09
2 45 2.68 0.74

B9 1 108 2.38 0.86 0.71 0.06
2 45 2.44 0.96

From the interpretation of Cohen’s d values, no significant 
difference is found in the manner in which these groups 
perceived to the various constructs. The effect sizes 
concluded values lower than 0.50 which constitute 
small effect sizes. The highest d value was indicated 
by construct B7 (strategy) and the lowest construct B6 
(resources and finance) which indicate the majority of 
the participants agreed here in their responses to the 
constructs. 

Effect sizes of how different SME operational 
years perceived the constructs

From the interpretation of Cohen’s d, there is no 
significant difference in the manner in which the three 

different groups perceived and responded to the various 
dimensions. It is noted that the responses pertaining to 
all the constructs were generally positive.

Multiple regression

Standard multiple regression were used by involving 
the independent variables in the model at once and to 
establish the relationship between these predictors and 
a dependent or criterion variable (Pallant, 2013:23). The 
results will indicate how well the identified constructs is 
able to predict business success of SMEs in the study 
population and tell how much unique variance each of 
the constructs explains in the business success over and 
above the other constructs included in the set. 

TABLE 10: RESULTS OF REGRESSION ANALYSIS ON BUSINESS SUCCESS OF SMES

Factors Beta T-ratio Sig.t

SME characteristics 0.352 3.340 0.001
Management and their knowledge 0.091 0.890 0.374
Products and services 0.071 0.730 0.467
Customers and markets -0.089 -0.770 0.444
The way of doing business and cooperation 0.099 -0.880 0.381
Resources and finance 0.124 1.480 0.140
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Factors Beta T-ratio Sig.t

Strategy 0.259 2.880 0.005
External Environment 0.194 2.420 0.017
Internet and ITC 0.016 0.310 0.755
R² = 0.4988  / Durbin-Watson = 1.989  /  N=153  /  1st Order Autocorrelation=0.002  /   
F value=15.81  /  Pr>F=<.0001  / Conditions Index=10.608

In multiple regression, R² can be interpreted as the 
proportion of variation in the response variable explained 
by the fitted model. The following guidelines are used when 
determining the significance of the R²:

• Smaller than 0.13 = non-significant (R² does not differ 
from zero) / 0.13-0.25 = significant (R² deviates from 
zero); and larger than 0.25 = R² is practically important 
and thus large enough so that a linear relation exists 
between variables. 

• This regression explains a R² = .4988 of the variance 
(49%).

The overall results of the regression analysis show that 
this model is well constructed as reflected in the variables 
selected because the nine constructs explain 49.9% of 
the variance in business success of SMEs in the study. 
Of these nine constructs, SME and entrepreneurial 
characteristcs (beta=.352) makes the largest unique 
contribution, with strategy (beta=.259) and the external 
environment that also make a statistical contribution. The 
other constructs made less of a unique contribution. The 
Durbin-Watson statistic = 1.989 is acceptable and indicate 
no auto-correlation data problem. Also no concerning multi-
colinearity problem was detected in the data tested by the 
Variance Inflation Factors (10 or less) and the Condition 
Index of 10.607 (score of 30 and less) (CrossValidated, 
2016). Note that F is significant at 0.1% (Pr>F) <.0001. 

CONCLUSION

SMEs are earmarked to play a more vital role in the future 

South Africa. This study is significant as the SME sector 
in SA needs to be more sustainable, but is under a great 
deal of  pressure in the current economic climate. The 
findings assist current and upcoming SMEs to focus on 
a framework of constructs affecting their potential to grow 
and be more successful. While the findings are limited due 
to a moderate sample size, the model contributes to the 
understanding of the correlation between the constructs 
and the perceived business success of SMEs. In this regard, 
the model emphasized the importance of three specific 
contstructs: SME and entrepreneurial chararteristics like 
knowledge, ownership, organisational structure, location 
and operational presence; strategy which includes the 
whole strategic management process, types of strategies 
and goal setting; and also the management of the external 
environment: from competitive pressures, networks and 
government policies to assist with the current hostile 
business climate for SMEs in general.

The analysis of the empirical results concluded direct 
correlations between the nine identified constructs and the 
perceived business success of SMEs. SMEs responded 
negatively towards the ability to communicate with 
government and to receive governmental support. SMEs 
as such can be nurtured by enhancing communication 
channels with government structures to investigate on an 
ongoing basis the implementation of policies to assist the 
SMEs in their growth imperative. The results of the data 
analyses is of practical importance and answer important 
issues that were posed: The regression model used was 
found to be adequate and the nine constructs explains 
49.8% of the variance in SMEs business success. The 
effect size according to the multiple reression indicated to 
be relatively small in all three instances. 
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RECOMMENDATIONS 

This study identifed and assessed key factors that 
influence the perceived business success of SMEs in 
the North-West province of South Africa. Since the study 
was only conducted in a province, the research should be 
expanded to get the national perspective. Benchmarking 
other similar small open economies in this regard can 
assist with the notion of moving the economy on the 6%-
plus growth path through a vibrant SME sector.

But, South African SMEs also face many challenges in the 
external environment which are hindering their resilience 
and sustainable success. These challenges include 
ongoing difficulties in obtaining funds from financial 
institutions and supporting structures, also the stringent 
laws and regulations that govern the sector, as well as 
the high business costs of complying. Public-private 
partnerships (PPP’s) should play a much more defining 
role in educating and training SMEs and any available 
incentives could also be delivered through an institutional 
arrangement which values the success of SMEs. A type 
of Small Business Advisory and Consultancy Bureau is 
proposed that is much more accessable, transparent 
and subsidised by discretionary fiscal policy. An enabling 
environment is desperately needed to support SME 
creation and growth sustenance. The SBP 2015 Growth 
Index sums it up well: “There needs to be a quantum 
change in government thinking if conditions are to become 
any better for SMEs to grow, employ more people and 
prosper.”
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ABSTRACT  
Youth entrepreneurship development play a key role in 
the formation of South African government policies as 
a result of the high unemployment rate.  According to 
the 2014-2015 Global Entrepreneurship Monitor (GEM) 
report, South African youth entrepreneurship propensity 
is the lowest in Africa with 23.3% as compared to Malawi 
and Uganda with 55.2% and 55.4% respectively. In 
addition, the GEM report also highlights the fact that 
South African youth entrepreneurship participation 
is the lowest in the African continent with only 12.8% 
as compared to other African countries.  Although the 
South African government is committed to ensure that 

a favourable environment is in place in order to nurture 
and support young entrepreneurs in the country, recent 
findings suggests that youth entrepreneurs are still facing 
various challenges in creating sustainable business 
ventures. This article aimed to review the current 
state of South African youth entrepreneurship and the 
strategies used by government and other stakeholders 
in order to stimulate youth entrepreneurship. This is a 
conceptual paper and the findings are based on the 
literature reviewed. 

Key words: Youth entrepreneurship, entrepreneurship 
education, finance, government and university 
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INTRODUCTION 

Literature is in support of the argument that 
entrepreneurship plays a crucial role in today’s world 
economies.  Abor and Quartey (2010) indicate that small 
and medium enterprises (SMEs) contribute significantly 
in the creation of employment and economic growth. 
Furthermore, Clover and Darroch (2005) highlight three 
key attributes of SMEs in a market economy namely; 
development of markets, accumulation of capital through 
trading and development of commercial culture and skills 
within the region.  

Steenekamp, van der Merwe and Athayde (2011) indicate 
that it is crucial to nurture entrepreneurial skills, in early 
stages in order to stimulate a culture of entrepreneurship 
among the youth population. This can be achieved by 
promoting an entrepreneurial culture in schools to 
stimulate their entrepreneurial intention. Forrest and Jali 
(2012) also suggested that there is a need not only to 
empower the youth with the necessary skills to be future 
entrepreneurs, but also to encourage them to become 
agent for change in their communities. Therefore, 
youth participation can have a positive impact on socio-
economic development.  Recent statistics shows that the 
South African unemployment rate is currently at 26.7%, 
which is reported as the highest rate since 2005, as 
the number of unemployed rose by 10% (Source: www.
tradingeconomics.com/south-africa/unemployment-rate). In 
addition, an article published in News24 indicates that 
unemployment amongst youth increased from 32.7% 
to 36.1% between 2008 and 2014 (Source: www.fin24/
Economy/Youth-uneployment-jumps-to36-20140605).  

Youth entrepreneurship development can play a positive 
role in addressing the current unemployment challenges 
faced by the country.  A study conducted by Fatoki and 
Chindoga (2011) indicates that entrepreneurship activity 
amongst the youth in South Africa is still very low and 
their intention to create business ventures is very weak 
as compared to youth from other countries.  Furthermore, 
these authors also emphasise the fact that the low 
entrepreneurial activity among the youth justified the 
primary reasons for the overall low rate of entrepreneurial 
activity in South Africa. 

A study conducted by Cant and Wiid (2013) in South 
Africa indicates that SMEs contribute 91% towards formal 
business activities and 51-57% of total gross domestic 
product (GDP).  Nicolaides (2011) also indicates that the 
number of SMEs is estimated to be approximately two 
million and employ roughly about 55% of the countries’ 
labour force. SMEs further contribute approximately 42% 
towards the countries wage bill.  The literature emphasised 
the fact that SMEs face various challenges. For instance, 
Cant and Wiid (2013) highlights that most SMEs in 
South Africa experience enormous skills challenges, 
which impact on their ability to pass their second year 
of trading, thus the failure rate of  63%. Moreover, it has 
been found that the number of people trying to start their 
own businesses has decreased from 250,000 in 2001 to 
58,000 in 2011, therefore a decline of about 76% (South 
African Local Government Association, 2013). 

PROBLEM STATEMENT

This paper seeks to focus on the state of youth 
entrepreneurship in South Africa and strategies devised 
by the government to encourage participation by youth 
in building the economy of the country. Various business 
related reports (Herrington and Kew, 2015-2016; Schøtt 
and Cheraghi, 2015; OECD, 2014) present the South 
African economy  as stagnant compared to other  sub-
Saharan countries due to a number of social issues such 
as income inequality, high unemployment, poverty and so 
forth. A number of authors assert that high entrepreneurial 
activity can impact the economic growth positively (Wong, 
Ho & Autio, 2005; Galindo & Méndez, 2014; Fritsch & 
Wyrwich, 2016). Data extracted from the 2015-2016 GEM 
report revealed that South Africa’s continually low level of 
Total Entrepreneurial Activity (TEA) rated at 9.2%, which 
is half the regional average of Africa (Herrington & Kew, 
2015-2016). Given the above statistics, it is imperative 
to establish the involvement of youth in entrepreneurship 
since they are a critical segment of the population because 
they are three times more likely than other age groups to 
be unemployed (Schøtt & Cheraghi 2015). Also, there is 
a possibility that if they become business owners, it is 
likely that they will employ other young people. Therefore, 
fostering effective entrepreneurial activity among the youth 
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should be regarded as a paramount strategy to incorporate 
them in the labour market and grant them an opportunity to 
participate meaningfully to uphold economic development 
in their respective countries. Considering the fact that 
youth from 15–34 years account  for a larger share of the 
working-age population compared with adults from 35–64 
years (StatsSA 2015), and that 60% of the youth  segment 
are unemployed (Herrington and Kew 2015-2016), it is  a 
matter of concern for the South Africa economy. 

Objective of the study

This study aimed to review the current challenges relating 
to youth entrepreneurship in South Africa. Furthermore, 
the role of universities and government in stimulating 
youth entrepreneurship was the focus. 

RESEARCH METHODOLOGY

The study reviewed literature on the issues hindering youth 
entrepreneurship in South Africa. Accredited journals, 
books and websites were the main sources used.  

SOUTH AFRICAN YOUTH DEVELOPMENT 
PROGRAMME

Young people between the ages of 14 and 35 constitute 
41,2% of the total South African population. However, 
there is a low number of youth involved in entrepreneurial 
activities. The TEA index, which is less than half the Africa 
average is a cause for concern considering the high 
unemployment rate of 60% amongst youth (GEM, 2015). 

As a result, the South African government developed 
policies and strategies with the aim of creating new 
business opportunities for the youth. The government 
believes that by enhancing youth participation through 
entrepreneurship will not only help them build businesses, 
but will also contribute meaningfully to the development of 
the country. 

The Youth Employment Accord, which was introduced 
in 2012-2013 was not only meant to provide jobs to the 

young men and women, but also to improve education and 
skills of young people, helping them to find jobs or start 
their own businesses  (SAnews, 2013). 

As a primary contribution instrument to the Youth 
Employment Accord, the Youth Enterprise Development 
Strategy was signed to be implemented between 2012 
and 2022.  With its intensive multipronged projects, 
the strategy‘s objective is three dimensional:  “to 
promote and accelerate the development and growth 
of entrepreneurship and youth-owned and managed 
enterprises; to encourage the mainstreaming of youth 
enterprise development in existing core programmes; 
and also proposes the development of unique support 
programmes aimed at promoting the development of 
youth entrepreneurship and youth-owned and managed 
enterprises to achieve high impact” (YEDS, 2013).

The interventions included in the Youth Employment 
Accord are listed as “mentorship and coaching; 
youth business incubation; business infrastructure 
support; linkages to procurement opportunities; youth 
entrepreneurship awards; youth entrepreneurship 
promotion and awareness; youth special projects and 
sector-specific enterprise creation; national youth service 
programme and the youth entrepreneurship collateral 
fund” (YEDS, 2013).

Few months after the launch of some of the interventions 
announced by the Minister of Department of Small 
Business Development, Lindiwe Zulu, when she engaged 
with North West Youth during the Imbizo Focus week in 
2014, there are some worthwhile accomplishments by 
the department since the inception of certain strategies. 
For instance, in partnership with the National Youth 
Development Agency (NYDA), 69 young people were 
trained on deal origination and micro-finance. The 
department planned to establish and fund ten Chesa 
Nyama cooperatives owned by youth throughout 
Gauteng province during 2012 and 2013. Through the 
Cooperative Incentive Scheme (CIS), the department 
funded 119 youth. Lastly, the department’s Small and 
Enterprise Development Agency also provided business 
development support services to SMMEs across the 
country.
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Even though from the discussion above it is clear that 
the South African government has some intensive 
programmes and strategies to avail opportunities for 
youth to engage in entrepreneurship, youth participation 
is still rated very low, which is an indication that there 
are various factors at play, which according to expert 
opinion particularly in South Africa emanate from issues 
associated with finance, entrepreneurship education and 
training and government policies (GEM, 2015). 

ACCESS TO FINANCE 

Access to finance is very crucial for an SME development 
and sustainability. Without access to finance, an enterprise 
may not be established, survive or reach the maturity stage. 

Manzini and Fatoki (2012) indicate that access to capital 
remains one of the major constraints to the development 
and growth of entrepreneurial activities in Africa, and 
South Africa is not immune to this challenge. In addition, 
the authors also indicate that the ability of small business 
ventures to grow depends highly on their potential to invest 
in restructuring and innovation investments, which require 
capital and therefore access to finance. Bakhas (2009:14) 
identifies various key factors that hinder access to finance 
for SMEs. These include discrimination, the lack of 
collateral and own capital contribution, lack of business and 
management skills, lack of access to business information, 
lack of mentoring and government support as well as 
stringent lending criteria of financial institutions. 

Herrington, Kew and Kew (2010) exclaim that female 
entrepreneurs do not have equal chances of accessing 
external capital as opposed to their male counterparts. 
Furthermore, a study conducted by Jamali (2009) also 
suggests that female entrepreneurs start with lower levels 
of overall capitalisation and lower ratios of debt finance than 
their male counterparts. In addition, the study also indicated 
that female entrepreneurs are less likely to have generated 
a credit track record to establish formal credit worthiness 
than their male counterparts. 

On the contrary, Mba and Emeti (2014) indicate that the 
high failure rates of entrepreneurial activities cannot only be 

attributed to the access to finance, but the lack of business 
management skills such as financial management also 
constitute a serious threat. Furthermore, the authors also 
highlight that despite the fact that entrepreneurs have 
access to finance, poor administration and lack of expertise 
in finances have always led to funds misapplication and 
many wrong and costly decision.  In addition, Siti, Ismail and 
Arokiasamy (2009), point out that failures of entrepreneurial 
ventures can also be attributed to changes occurring in the 
business environment and the inability of SMEs owners to 
adjust and adapt to those changes.  These findings are also 
supported by Cant and Wiid (2013), who opine that lack of 
SME development is attributed to changes in the external 
environment. They state that it is lack of awareness by SME 
owners that lead to limited development. Ahiawodzi and 
Adade (2012) are of the opinion that the major constraints 
for the development of small business ventures may have 
various implications, but lack of funds may be the primary 
reason for small business failure to adapt and overcome 
all other challenges they might be facing. They further 
emphasise the fact that access to capital is the “golden key” 
which ensures the development and sustainability of small 
businesses. 

Ahiawodzi and Adade (2012:41) further indicate that lack of 
access finance have a negative impact on small business 
development in the way that there are always constrained 
by the limited availability of financial resources to meet a 
variety of operational investment needs. Therefore, the 
challenges faced by small businesses is not so much on 
the sources of finance, but on its accessibility (Okechukwu 
& Emeti 2014). Just like Bakhas (2009), Okechukwu and 
Emeti (2014) also indicate a number of factors inhibiting 
funds accessibility such as the stringent conditions set by 
financial institutions, lack of adequate collateral and credit 
information and costs of accessing funds. Okechukwu and 
Emeti (2014) also highlight that about 80% of SMEs are 
stifled because of poor financing and other associated 
problems. 

Manzini and Fatoki (2012:31) indicate that small 
businesses face various challenges in getting access to 
capital partly due to their highly risk profile which include; 
being relatively young, lacking credit worthiness and 
lack of relevant information. The authors further highlight 
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the fact that small businesses have constrained access 
to external funds as a result of the perceived risk and 
information asymmetries between the providers of funds 
and the SME economy. Access to funding for newly formed 
business ventures can be influenced by both borrower 
specific (internal factors) and system specific factors 
(external factors) (Fatoki & Smit, 2011). Internal factors 
include aspects such as managerial competencies, quality 
of business information, availability of collateral, and 
networking among others (Fatoki & Smit, 2011).

Based on the preceding discussion, it seems that 
much of the literature related to financial accessibility 
for small businesses support the argument that small 
businesses have challenges accessing debt and 
equity finance. Richard and Mori (2012) and Manzini 
and Fatoki (2012) indicates that SMEs have always 
faced challenges in accessing capital. However, less 
has been highlighted concerning how this affects the 
development of SMEs.  Ahiawodzi and Adade (2012) 
reveal that SME development is constrained by lack of 
access to finance, but they don’t really shed more light 

as to how development of SMEs is frustrated by lack of 
access to finance and to what extent. Therefore, it is very 
important to ascertain how access to finance impacts on 
the development of SMEs so that proper strategies to 
resolve this can be devised. Mazanai and Fatoki (2012) 
and Bakhas (2009) support the argument that lack of 
access financial accessibility remains a critical challenge 
contributing to the slow development of small businesses. 
However, the critical question still remains, how exactly 
does access to finance affect the development of SMEs? 
The ability of SMEs to develop depends highly on their 
potential to invest in restructuring and innovation and all 
this requires access to finance (Manzini & Fatoki, 2012).

The majority of researchers seem to agree that small 
businesses experience various challenges in accessing 
capital and that this affects their growth and development. 
Osotimehin, Jedege, Akinlabi and Olajide (2012) indicate 
that lack of short, medium and long term capital, inadequate 
access to funding impact on the development and growth of 
small business ventures. A summary of research findings 
relating to access to finance is presented in Table 1. 

TABLE 1: SUMMARY OF SELECTED STUDIES RELATING TO ACCESS TO FINANCE 

Year Authors Key findings
2014 Okechukwu & Emeti Stringent conditions set by financial institutions, lack of adequate 

collateral and credit information and costs of accessing funds. 

2014 Mba & Emeti High failures rates of small business cannot only attributed to access to 
finance, but also to the lack of skills such as financial management skills. 

2013 Cant and Wiid Lack of access to finance can be attributed to changes in the external 
environment. 

2012 Ahiawodzi & Adade Small business development is highly depended on the accessibility of 
financial ressources to meet a variety of operational investments.

2012 Mazanai & Fatoki Growth of small business depends on their potential to invest in 
restructuring and innovation, these investments required access to 
finance.
Risky –profile of newly created ventures constraints access to finance 
(e.g. being relatively young, lacking credit worthiness, lack of relevant 
information).  

2009 Herrington, Kew & Kew Female entrepreneurs do not have equal chances of accessing capital as 
opposed to their male counterparts.  

2009 Jamali Female entrepreneurs start with lower level of overall capitalization.
Female entrepreneurs are less likely to generate a credit track record to 
establish formal credit worthiness. 
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Year Authors Key findings
2009 Bakhas Constraints to access finance include: discrimination, lack of collateral and own 

capital contribution, lack of business and management skills, access to business 
information, lack of mentoring, government support and high lending rate from 
financial institutions. 

2009 Siti, Ismail & Arokiasamy Changes occurring in business environment, lack of awareness lead to lack of 
development of small businesses. 

Source: Author’s compilation 

Making funds   available to youth-based businesses 
without the related mentoring and skills development might 
not result in a significant increase in youth entrepreneurial 
activity (Schøtt, Kew & Cheraghi, 2015). Therefore in the 
following section, the role of education and training in 
entrepreneurship is discussed.

THE IMPACT OF EDUCATION AND 
TRAINING ON ENTREPRENEURSHIP

Entrepreneurial education and training is one of the 
vital aspects in enhancing entrepreneurship (Fayolle & 
Gailly, 2015; GEM, 2015); Lans, Gulikers, & Batterink, 
2010; Souitaris, Zerbinati, & Al-Laham, 2007; Fayolle, 
2005; Peterman & Kennedy, 2003). Institutions of 
higher learning such as universities and colleges where 
students’ awareness is increased, play an important 
role in fostering entrepreneurship (Donckels, 1991). The 
education and training programmes create awareness 
and understanding amongst students as to the “values, 
attitudes and motivations of entrepreneurs” which leads 
to acceptable entrepreneurial behavior (Fayolle & Gailly, 
2015). In light of the above, it is important to establish 
the role of the university in enhancing entrepreneurial 
attitude amongst students.

THE ROLE OF UNIVERSITIES IN 
STIMULATING ENTREPRENEURSHIP 

Smit and Beasley (2011) contend that since the 
1980s, universities have been encouraged to stimulate 
entrepreneurship among students and encourage them 

to establish their own businesses. Entrepreneurial 
education, which is defined “as the educational program 
that seeks to provide students with the knowledge, 
skills and motivation to encourage entrepreneurial 
success in a variety of settings” (Gerba, 2012:227), is 
an effective way to promote and bolster an interest in 
entrepreneurship among university students (Adekiya 
& Ibrahim, 2016). This is supported by Franco, Haase 
and Lautenschlager (2010) who state that in the past 
decades, institutions of higher learning are establishing 
entrepreneurship as an academic discipline and this is 
evident from the courses and programs offered. These 
programs are intended to raise awareness about the 
importance of entrepreneurship as a contributor to 
economic development with the purpose of encouraging 
aspiring entrepreneurs (Bae, Qian, Miao & Fiet, 2014; 
Smith & Beasley, 2011). According to Botha (2010:216), 
“it is no longer a question of whether entrepreneurship 
can be taught at university level, but rather of developing 
and promoting the elements that can be taught”.

Entrepreneurship studies are becoming popular at 
universities mainly because employment is no longer 
a guarantee (Keat, Selvarajah & Meyer, 2011). For 
instance, in the United States (US), there are more 
than 1,500 colleges and universities that offer courses 
in entrepreneurship and small business management to 
15,000 students (Keat et al., 2011). Universities play an 
important role in promoting entrepreneurship education 
and shaping entrepreneurship culture to develop 
economies of society (Keat et al., 2011). In one of Africa’s 
economic power houses, Nigeria, entrepreneurship 
education is amongst other avenues pursued to 
provide students with entrepreneurial skills. In Nigeria, 
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entrepreneurship education is offered from primary to 
secondary schools through to university (Ojeifo, 2013). In 
contrast, South African institutions of higher learning offer 
very little entrepreneurial skills training (Neneh, 2012).

South Africa is faced with a challenge of high unemployment 
rate, low economic growth and a disappointing TEA 
(Chimucheka, 2014). In light of this assertion, Chimucheka 
(2014) recommends that in order to stimulate economic 
growth, reduce unemployment rate and increase TEA in 
the country, entrepreneurship education should be the 
focus in universities. This is more important because a 
prominent reason attributed to the low TEA is that during 
the apartheid regime, the South African tertiary education 
system channelled students to attain their qualifications 
with the sole intention of being employees instead of 
entrepreneurs (Nicolaides, 2011). Despite the fact that 
entrepreneurship education is still in its introductory phase 
(Fatoki and Garwe, 2010), universities in South Africa 
are now involved and receptive to the entrepreneurship 
education initiative (Chimucheka, 2014). This is supported 
by Radipere (2012), who contends that South African 
universities have realised the importance of developing 
graduates who are entrepreneurial.

However, there are obstacles encountered by South 
African universities in fulfilling their role as catalysts to 
entrepreneurship. In universities where entrepreneurship 
education is offered, academics in these departments do 
not possess a qualification aligned to entrepreneurship 
courses (Radipere, 2012). This viewpoint is supported 
by Nicolaides (2011), who states that entrepreneurship 
education in South Africa is hampered by lack of suitable 
qualified lecturers who can impart the required knowledge 
and inspire students to gain exposure to practical aspects 
of entrepreneurship.

In the South African context, entrepreneurship is often 
offered as part of business management instead of a 
stand-alone qualification (Nicolaides, 2011; Ladzani 
& Van Vuuren, 2002). This makes it difficult to attach a 
status of ‘academic legitimacy’ to the module (Nicolaides, 
2011). This is attributed to the fact that there is a lack of 
acceptable theories and entrepreneurial elements in the 
education system prescribing what entrepreneurship 

education should entail (Nicolaides, 2011; Chimucheka, 
2014). Botha (2010:213) provides a similar viewpoint 
that “there is a disparity in the content and quality of 
entrepreneurship education programmes on offer, 
including curriculum design, delivery methods and forms 
of assessment”. Hence, Dhliwayo (2008) suggests that 
a prospective model focusing on linkages between the 
student, the university, government agencies, private 
sector, communities, entrepreneurs and small to medium 
sized businesses is needed for South African tertiary 
institutions in order for entrepreneurship education to be 
effective. 

It is important for universities in countries such as South 
Africa to put in a concerted effort towards entrepreneurial 
education as it is leads to high level of entrepreneurial 
activity (Lebusa, 2011; Ahmed, Nawaz, Ahmad, Shaukat, 
Usman, Rehman & Ahmed, 2010). In a study conducted 
by Malebana and Swanepoel (2014), findings revealed 
that entrepreneurship education equips students with 
skills to perform entrepreneurial tasks in the searching, 
planning, marshalling and implementation phases of the 
entrepreneurial life-cycle, which is vital to stimulating and 
improving the entrepreneurial activity. 

GRADUATES PERCEPTION OF 
ENTREPRENEURSHIP

In developing economies, such as South Africa, 
entrepreneurship is seen as a catalyst to economic 
progress and job creation (Brijlal, 2011). In the South African 
context, entrepreneurship comprises start-ups of informal 
and unregistered businesses among formal businesses 
(Preisendorfer, Bitz & Bezuidenhout, 2012). Students 
and graduates who are entrepreneurial are the future of 
entrepreneurship activities of a nation (Obembe, Otesile & 
Ukpong, 2014). Therefore, it is of paramount importance 
to develop their entrepreneurship spirit in order to create 
employment and contribute positively towards the economy 
of the country (Obembe et al., 2014). To substantiate this 
point, a study conducted in the United Kingdom (UK) 
revealed that graduates were more likely to start their own 
businesses than non-graduates (Smith & Beasley, 2011). 
Furthermore, businesses owned by graduates are likely 
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to grow relative to those owned by non-graduates (Smith 
& Beasley, 2011). This section of the paper investigates 
the perceptions of graduates towards entrepreneurship. 
Perceptions of graduates from developed and developing 
(specifically South Africa) countries are presented.

According to Obembe et al., (2014), factors such as 
capital, university education, survival and familiarity with 
entrepreneurship have an influence on the perceptions 
of students’ entrepreneurship ambitions. In addition, lack 
of resources and infrastructure as well as environment 
stability influence graduates’ entrepreneurship spirit 
(Davey, Plewa & Struwig, 2011). A study conducted by 
Davey et al., (2011), students from developing countries 
such as South Africa perceived that entrepreneurship 
contributes positively to society compared to students from 
developed nations (Davey et al., 2011). Brijlal’s (2011) study 
demonstrates that 40% of students who recently graduated 
had positive perceptions about entrepreneurship and had 
intentions to start their own businesses. These results are 
consistent with findings by Davey et al., (2011) study, which 
reveals that business students in universities in developing/
emerging countries like Uganda, Kenya and South Africa 
perceived entrepreneurship to contribute greatly to society 
compared to students from developed countries like 
Finland, Germany, Ireland and Portugal. In another study, 
graduates in the UK exhibited relatively low perceptions and 
negative attitudes towards entrepreneurship and its impact 
on society (Smith & Beasley, 2011). In contrast, Farrington, 
Venter and Neethling (2012) study indicate that there is a 
low level of entrepreneurial intentions among graduates 
in South Africa, with most graduates preferring to work for 
private or public companies or enterprises respectively. 
Since some graduates have negative perceptions (Fatoki, 
2010) and positive perceptions (Luiz and Mariotti, 2011) 
about entrepreneurship, it is important for universities to 
reinforce and stimulate entrepreneurship in South Africa.

GOVERNMENT POLICY AND 
BUREAUCRACY

Government policies and procedures play a vital role 
in creating a conducive environment for starting up 
and sustaining a business. Over 60% of the experts 

interviewed during the GEM (2015) survey indicated that 
South Africa has the “heavy over-regulation of businesses, 
unnecessary bureaucratic burdens and onerous labour 
regulations” (GEM, 2014-2016) as one of the key 
constraints to sustainability of business in the SME sector. 
The intention of the South African government has been 
very clear concerning entrepreneurship dating back 
from 1995 by the former Minister of Trade and Industry 
who declared that “small, medium and micro enterprises 
represent an important vehicle to address the challenges 
of job creation, economic growth and equity in our country”. 
To address this challenge, a 1995 Department of Trade and 
Industry (DTI) White Paper on Small Business declared 
that full attention by government is necessary. However 
over the past 21 years, new policies and strategies have 
been introduced but the problem seems to be persistent.

Although the South African government eliminated the 
bureaucracy in registering a business, there are still 
some challenges. For example, days to start a business 
in South Africa increased from 19 in 2015 to 46 in 2016 
(GEM, 2015-2016). Whereas, in countries such as New 
Zealand it takes only a day to go through the procedure, In 
South Africa the time to register a company doubled, thus 
hindering the initiatives to stimulate the growth of SME 
sector.  

CONCLUSIONS AND RECOMMENDATIONS 

The South African government has continually across 
decades identified the SMME sector as the means for 
addressing challenges of economic growth and job 
creation (DTI Whitepaper on Small Business; 1995; 
SONA, 2014; SONA, 2015) and   have presented 
positive opportunities for youth through entrepreneurial 
programmes to contribute towards the development of the 
economy with minimal success.  Future research should 
focus more on findings strategies to increase public-
private partnerships and other alliances, to look at the 
role other sectors and stakeholders can play either solely 
or in partnership with the government (Seikkula‐Leino, 
2010). Further research should be conducted on both 
basic and higher education to see how entrepreneurial 
programmes from private sponsorships that are working 
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could be replicated or integrated within the curricula. 
Access to finance is a more tenacious problem for South 
African entrepreneurs, as almost a third of South African 
entrepreneurs discontinued their business because of lack 
of finance in 2015.  Because of youth’s lack of necessary 
track record, financial institutions are not in a position to 
ignore the risk associated with lending money to youth 
owned enterprises. Therefore, alternative funding models 
should be investigated, utilising experiences of other 
countries. Also entrepreneurs should be encouraged to 
experiment. Excessive risk-aversive measures could 
hamper youth entrepreneurship development. This is the 
approach used by US and UK investors that there is a 
high probability of failure in first ventures (Schøtt, Kew & 
Cheraghi, 2015).

MANAGERIAL IMPLICATIONS

Youth entrepreneurship should not be the concern of 
government but that of all stakeholders involved such 
as universities and the private sector. A collaboration 
between these parties should be at the forefront of 
youth entrepreneurship initiatives. As revealed by the 
literature, there is a disconnect of approaches in ways of 
stimulating youth entrepreneurship. Therefore, a synergy 
of coordinated strategy is recommended.  
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ABSTRACT

The South African government have established agencies 
like the Small Enterprise Development Agency to support 
business developments.  The aim of this paper is therefore 
to investigate the effectiveness of Small Enterprise 
Development Agency mechanisms in supporting the 
Small Medium Enterprises. A total of 6 participants from 
Limpopo and Mpumalanga Provinces were interviewed 
using semi-structured interviews.  Data was audiotaped, 
coded and analysed using Tesch’s data reduction method. 
It was evident from the participants that efforts are taken 
to provide valuable support to small businesses. This 

paper concludes that despite the support provided, small 
businesses still face challenges like lack of access to 
funding, market to serve, lack of one-stop office and the 
unwillingness of service providers to enter into contract 
with Small Enterprise Development Agency. The paper 
recommends that financial service providers should 
partner with Small Enterprise Development Agency and 
work under one roof to provide effective support to small 
businesses. 

Key words: Small Medium Enterprises, Small Enterprise 
Development Agency, Small Enterprise Finance Agency, 
Independent Development Corporate      
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INTRODUCTION

Small, medium and micro enterprises (SMMEs) and their 
contributions have been well documented worldwide. 
Machirori and Fatoki (2013) emphasise the importance 
of Small, Medium Enterprises (SMEs) in overcoming 
development challenges of high unemployment, high 
poverty rates and income inequalities in developing 
countries. Despite the contributions of SMEs to the 
economy, the sector still suffers from weak performance 
and a high failure rate. The role of SMMEs in the South 
African economy is outlined in the White Paper on National 
Strategy for the Development and Promotion of Small 
Business of 1995 as well as in the National Small Business 
Act (NSBA) of 1996. For the purpose of this paper, a focus 
will only be on SMEs.

As a result, the South African government has established 
several business support agencies. The first is the Small 
Enterprise Development Agency (SEDA). The National 
Small Business Act (NSBA) (102 of 1996) sets out 
the objectives of this agency, which are to design and 
implement development support programmes intended 
to be implemented in all provinces in the country. This 
relates to Chinese initiatives focusing on productivity 
centres where they provide business support to SMEs. 
Other objectives of SEDA are to implement a service 
delivery network that increases the contribution of small 
enterprises to the economy, promote economic growth, 
job creation and equity, and finally strengthen the 
capacity of service providers to support small enterprises 
and for small enterprises to compete successfully in 
the domestic and international spheres. Based on the 
objectives as stipulated in the NSBA (1996), SEDA has 
formulated its specific objectives, namely, (i) to enhance 
the competitiveness and capabilities of small enterprises 
through coordinated services, programmes and projects. 
(ii) to ensure equitable access for small enterprises to 
business support services through partnership and (iii) to 
strengthen the organisation to deliver on its set mission. 

Other countries, China in particular, have also introduced 
and adopted some laws which are a more proactive policy 
to support the development of SMEs (Hussain, Millman & 
Matlay, 2006). For example, the SMEs Promotion Law has 

an objective of removing institutional barriers, encouraging 
innovations and increasing the competitiveness of SMEs 
(Chen, 2006). According to Chen (2006), many SMEs 
in China are family-based businesses and the founders 
mostly do not possess management skills or financial 
expertise, which may limit the firm’s further development 
in the future. Similarly, Hussain et al. (2006) found that 
most Chinese SMEs have limited growth potential as 
a result of their financial constraints. Zhao (2010:71) 
believes that SMEs are in need of funds in the early stage 
of development and access to quick growth. However, due 
to financing difficulties, businesses are unable to acquire 
large amounts of funds needed for the development of 
their businesses. Due to the sentiment that SMEs are risk 
averse, banks will always raise credit standards in order 
to avoid risks. 

PROBLEM INVESTIGATED  

The role of small businesses in facilitating economic 
development has attracted increasing attention and, as 
such, governments worldwide have introduced initiatives 
aimed at supporting small businesses. Despite efforts 
to improve and sustain small businesses, not much 
has changed in improving the performance of SMEs, 
particularly in South Africa, which is characterised by lack of 
growth and closure of small businesses in the early stages 
of operation. The success of small businesses depends 
on managerial insight, finance and marketing skills of 
the owner-managers, among other things. Therefore, it 
becomes important to understand what support SEDA is 
providing to the SMEs to ensure that they prosper in their 
businesses.

LITERATURE REVIEW

SMEs are increasingly seen as playing an important 
role in the economies of various countries (Rankhumise 
& Rugimbana, 2010). In this context, governments 
throughout these countries place the development of 
SMEs high on their agenda. This shows that SMEs have 
the potential to contribute positively to the economy 
of the country (Smit & Watkins, 2012:6325). Despite 
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the noted contribution made, the concern is the rate at 
which these businesses are failing. According to Fatoki 
and Garwe (2010), though SMEs show higher growth in 
percentage terms, most new firms do not grow because 
they were established out of desperation rather than from 
a choice to pursue an entrepreneurial career. In today’s 
competitive world, with rapid international changes and 
development, entrepreneurship is seen to be the engine 
of economic development that can play an essential role 
in the country’s economic growth, employment and social 
welfare (Lashgarara, Roshani & Najafabadi, 2011:5536). 
This means that entrepreneurship is likely to reduce 
unemployment and increase people’s productivity and 
resource base; hence various countries are encouraging 
the establishment of SMEs.

South Africa is faced with a situation where many 
businesses fail during the first two years of their operation 
due to cash flow problems since no growth is realised 
(Nieman & Nieuwenhuizen, 2009:35). There are a number 
of challenges facing entrepreneurs in their first stage 
of business operations. The first challenge is access to 
start-up and expansion finance – raising money in the 
capital market is seen as difficult and, as such, nascent 
entrepreneurs end up using their own money. Literature 
shows that the majority (80%) of the start-ups are financed 
through personal savings (Nieman & Nieuwenhuizen, 
2009). The rationale for the lack of access to finance is 
that banks regard SMEs as high-risk borrowers and they 
require collateral security, which the owners do not always 
have.  

The second challenge is access to markets – businesses 
are unable to sustain the markets for their products. If 
the business cannot sustain its market, it means a loss in 
client level which will affect turnover. The business owners 
should formulate strategies to overcome this particular 
barrier. 

The third constraint is access to appropriate technology 
(Nieman & Nieuwenhuizen, 2009). Successful 
entrepreneurs make use of advanced and appropriate 
technology. Use of up-to-date technology will enable 
entrepreneurs to improve on their production processes 
and therefore efficiency. Without this advanced technology, 

the business is likely to fail (Rankhumise & Rugimbana, 
2010). 

Labour is the fourth challenge and is an imperative factor 
that could drive the business to greater heights. This 
essentially means that qualified personnel are required 
to execute the functions within the enterprise. Notably, 
acquiring highly qualified staff is very expensive and 
sometimes if they are not satisfied, they will simply leave 
the enterprise for better opportunities. 

The development of SMMEs contributes substantially to job 
creation, social stability and economic welfare worldwide 
(Ladzani & Van Vuuren 2002:2). Smit and Watkins 
(2012:6325) posit that 90% of all formal businesses are 
SMEs and these are regarded as greater contributors to 
the South African economy. It is therefore imperative for 
government to encourage small business development 
with the understanding that SMEs will create employment 
and contribute to the country’s economy.

Teng, Bhatia and Anwar (2011) conducted a study in 
Singapore which focused on success versus failure 
prediction model for small businesses. Similarly, Naqvi 
(2011) conducted a study pertaining to critical success 
and failure factors of entrepreneurial organisations in 
Bahawalpur. It emerged from both these studies that there 
are still challenges facing entrepreneurs in all sectors 
of the businesses. This is characterised by, among 
other things, high failure of SMEs, lack of growth, poor 
level of entrepreneurial success, limited access to start-
up and expansion finance, limited access to technology 
and markets, lack of financial management and lack 
of management skills (Kambwale, Chisoro & Karodia, 
2015:85). All these factors hamper the development 
and success of small businesses in South Africa and it 
becomes important to conduct a comparative study to 
understand the situation in other countries such as China, 
India, Malaysia, Singapore just to mention a few . 

Within this context, government’s aim is to encourage the 
development of small businesses and ensure that they 
are sustainable by providing support mechanisms to all 
these businesses. Through its agencies, the government 
provides some training interventions to ensure that SMEs 



APPLIED ENTREPRENEURSHIP
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

81

succeed in their business endeavours.  Kotey and Folker 
(2007) believe that training is the most prevailing driver 
to improve the competencies of SMEs, assist in their 
growth and also increase the profitability of an enterprise. 
It is therefore important for SME owner-managers to 
have access to training interventions that educate them 
and their staff on how they can improve their business 
and managerial skills which could assist them in running 
their businesses successfully. This aspect has further 
being emphasised by Kirsten, (2013:826) that financial 
functions such as investment, financial decisions, ensuring 
probability of the business and sound cash flows are key 
to manage small businesses. This further suggests that 
SMEs owners require financial management skills in order 
to manage the business to ensure its success. 

Furthermore, in South Africa, SMEs face quite a number 
of challenges. Notably, the largest percentages of small 
businesses fail during the first two years of their existence 
or operation. Most SMEs in South Africa fail for various 
reasons ranging from lack of experience to run the 
business, entrepreneurial culture, lack of education and, 
more importantly, lack of access to finance (Rankhumise 
& Rugimbana, 2010). Scholars posit that there is a serious 
problem associated with small businesses accessing 
finance and this impedes the success and growth of the 
enterprises. The reasons for lack of access to finance are 
inadequate funding proposals and business plans and risk 
aversion of the banking sector towards SMEs since they are 
seen as high-risk borrowers. In this context, it is important 
for SMEs to access finance with the intention of improving 
entrepreneurial performance, growth and sustainability. 
It is therefore critical to determine the factors that hinder 
the success of small businesses in South Africa and what 
stimulates the success of SMEs in other countries such as 
Chinese, India, Malaysia taking into account the support 
provided by the government agencies.  

Comparatively, SMEs in other countries such as China, 
India and also sub-Saharan countries face similar 
challenges to South African small businesses. Liu (2008) 
identifies the following concerns associated with SMEs’ 
operations: (i) inadequate financing – this is regarded as a 
major barrier to SME development in China and SMEs are 
disadvantaged through the poor credit guarantee system; 

and (ii) unable to obtain bank loans due to imperfect 
management. Taking cognizance of the high failure rate 
of new SMEs and the importance of their contribution 
to the economy of the country, it becomes imperative to 
explore how SMEs could overcome the hurdles that they 
face in pursuing their businesses and also to learn from 
those who are conducting their businesses successfully. 
If the government’s strategy is to use the SME sector to 
have any significant economic success, the focus should 
be on developing competent entrepreneurs, specifically 
those classified as previously disadvantaged individuals 
(Peters & Naicker, 2013:13) and those who have potential 
to succeed in their business endeavours. 

AIM OF THE STUDY 

The aim of the study is to investigate the effectiveness of 
SEDA support mechanisms available for SMEs.

OBJECTIVES OF THE PAPER 

• To determine the effectiveness of the support provided 
by SEDA to SMEs.

• To ascertain the factors that contributes to the 
success of SMEs. 

RESEARCH METHODOLOGY

The researchers employed a qualitative approach. The 
rationale for adopting a qualitative approach is to understand 
and evaluate the experiences of people involved in SMEs 
support and how they deal with business on a daily basis 
(Flyvbjerg, 2011:301). The approach followed an exploratory 
design to get a general sense of the challenges facing 
SMEs regarding their sustainability and imminent growth 
in relations to the support provided by SEDA. Leedy and 
Ormrod (2010) assert that the qualitative research method 
is appropriate when the researcher is trying to understand a 
new phenomenon in a particular situation rather than trying 
to establish a relationship between two or more variables. 
Furthermore, it often focuses on how individuals and groups 
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view and understand the world and construct meaning 
out of their experiences. Therefore, SEDA managers and 
business advisors were involved to share their experience 
in pursuing their support towards the small businesses 
within their catchment areas.  This approach was used to 
collect data from key informants who are involved in the 
provision of SMEs with training interventions. 

POPULATION 

In this study, six (n = 6) participants took part in the study. 
This consisted of one (n = 1) Provincial manager, two (n = 
2) Branch managers and three (n = 3) Business Advisors 
(BAs)    selected from Limpopo and Mpumalanga Provinces 
respectively. These participants were purposively sampled 
with a clear understanding that they would contribute 
positively to the study.  The participants selected were 
having full insights and understanding of the subject matter 
under investigation and who will most benefit the study 
(Creswell, 2012:206). Based on the fact that both branch 
managers and BAs were focusing on the support of SMEs, 
one interview protocol was used; therefore the presentation 
of the findings will embark on commonality of the themes 
identified. 

Data collection 

Data was collected using semi-structured interviews.  Each 
interview lasted from 45 to 120 minutes. Data collected 
was not guided by theoretical saturation. The reason in this 
regard is that, it is more of a baseline study which will be 
followed by survey. All interviews were guided by the use 
of an interview protocol (Creswell, 2012:206).  This type of 
data collection method was used to determine the emphasis 
of the topic: to gather opinions, perceptions, attitudes and 
background information on the topic (Patton, 1990:278). 
An audiotape recorder was also used as a data collection 
technique in order to ensure that accurate data is collected.

DATA ANALYSIS 

Prior to the analysis of data, the researchers and co-coder 
transcribed the audiotaped interviews and the field notes. In 

analysing the data, the researchers and co-coder analysed 
data independently using Tesch’s data reduction method 
(Creswell, 2009) of open coding. Audiotapes listened to 
once and repeated to capture the meaning. The field notes 
were read to understand the data properly and to get a 
sense of the whole. Topics were abbreviated as codes and 
these will be written next to the appropriate clusters of the 
text.  The related topics were grouped to reduce sub-themes 
to a manageable number. A final decision regarding the 
wording for topics was made to turn these into categories 
(Creswell, 2009). After the completion of data analysis, the 
researchers and co-coders met to discuss the final analysis 
and the themes that emerged. 

FINDINGS AND DISCUSSIONS 

The primary data depicts the findings of the participants 
interviewed in Limpopo and Mpumalanga. The findings 
revealed that there are strides and challenges that were 
evident in terms of SME development in the two provinces 
as posited by the participants. In the following section, the 
identified themes are presented and discussed. 

SME support strategy  

It was noted from the participants that an evaluative small 
business development initiative is used to ensure that 
there is synergy in the whole process. The strategy used 
among the branches of SEDA is to secure partnership 
with organised business, local municipalities, government 
departments, and banks. This is what they had to say:

“ … With coordinated strategy towards the support of SMEs, 
it is important to have working relations with the stakeholders 
in your environment. This assist in the provision of services 
to pre-start-ups and the existing businesses…We have 
collaboration with banks and other agencies such as IDC, 
SEFA, NEF and others which are responsible for providing 
funding. We also assist the SMEs in developing bankable 
proposals which will attract funding…”

Following this type of approach it could thus be deduced 
that duplication would be avoided in the quest to support 
SMEs. 
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Diagnostic assessment and analysis 

According to the participants, they use various diagnostic 
tools such as Pre-start-up tool, Critical Planning Exercise 
as well as Assessment of Company Operations to assess 
the level of assistance that might be provided to the SMEs. 
Prior to the use of diagnostic tools, a pre-screening exercise 
is done at the front desk. This is done to ensure that clients 
are advised accordingly. Once a client qualifies for the next, 
a referral is made to the Business Advisors to evaluate 
the business ideas for start-ups and existing businesses. 
Generally, the Business Advisors use various diagnostic 
tools inter alia with, (i) Pre-start-up tool – this evaluates the 
business readiness of the business. In this regard, if the 
business idea is feasible, the client will be assisted with the 
business plan development and other related compliance 
issues such as registration of the business. (ii) Critical 
Planning Exercise (CPE) – this is an accounting tool used to 
test viability of the idea or viability of the business. It would 
assist in determining whether the business idea envisaged 
would be marketed and generate a sustainable profit in the 
long run and (iii) Assessment of Company Operations (ACO) 
– entails the assessment of the weakness and strength of 
the business in relation to the enterprise functions. This 
would focus more on finance, human resources, marketing 
and so forth. 

“ … Before we can provide any intervention, we need to 
understand the positions of the clients in relations to their 
weaknesses and strengths. In doing that we use three 
diagnostic tools which are Pre-start-up tool, Critical Planning 
Exercise and Assessment of Company Operations. These 
tools help us to identify the gaps from the clients before 
embarking on the actual interventions…”

Notably, these tools would assist in identifying the gaps 
from the assessed clients. Based on these, the Business 
Advisors would be able to develop action plans and 
appropriate interventions recommended to assist the clients 
in their respective endeavours. 

Successes yielded with the support provided

As the intention of SEDA is to provide support to the SMEs 
in the country, it emerged from the participants that support 

from SEDA has yielded some progress. This is evident 
with the number of prospective and existing businesses 
being supported. Support provided has shown that 
many businesses where able to take-off from the ground  
and realised high turnovers. The existing businesses were 
able to employ additional workers in their businesses  
which fulfils the government priority of encouraging  
business development which the view of addressing 
unemployment. 

The following is what a participant had to say:

“…In our branch we supported many customers with 
businesses training interventions. We also supported 
one business from start to a situation where it yielded 
R 13 000 000.00 turnover. Another one which we also 
supported made a turnover of R 56 000 000.00. What I can 
further say is that almost 50% of the businesses succeeded 
in their respective business endeavours with great strides 
as measured through the turnover and number of workers 
employed…”  

Based on the participants’ articulation, it is evident  
the strides are being made with the support provided by 
SEDA. 

Regulatory framework 

The participants indicated that the current framework 
envisaged at supporting SMEs is effective. However, in the 
quest of implementation of the framework, there is a need 
to have an integrated approach from all the stakeholders 
to work in a collaborated manner. By so doing, lesser 
duplication would be avoided. It was further noted that the 
whole process is too long and it discourages the clients, 
more especially when they wait for their applications for 
funding. 

Challenges experienced in the process of 
support

It emerged from the participants that though they are 
providing support to SMEs, there are challenges that they 
ordinarily faced inter alia with:
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Access to finance 

As a result of the fact that SEDA is not providing financial 
assistance, it emerged that some of the business support 
provided to pre-start-ups through development of the 
business plans, it is duly noted that they do not get funding 
applied for. Various reasons were posited in this regard 
ranging from lack of security and lack of identification of the 
market. In some instance where funding is provided, higher 
interest rates are levied due to the risk averse nature of the 
SMEs. This is line with what Rankhumise and Rugimbana 
(2010) found in their study that SMEs still have challenges 
in accessing finance from the banks due to the fact that 
they are regarded high risk clients. The banks in most cases 
regard the pre-start-ups as high risk clients.

“ … As SEDA we are doing everything in our power to assist 
in the development of the business plans, the ultimate 
approval rest elsewhere that is with the banks and other 
financing	authorities.

It could be deduced that even though the clients are 
supported with the development of the business plans to 
secure funding, there is less success with various reasons 
provided. 

Access to marketing 

The participants indicated that most of their clients do not 
have access to market. This aspect creates challenges in 
the sense that if there is no possible market to serve, the 
success is unlikely going to happen. In this case, they assist 
the SMEs with the marketing strategy and promotional 
material initiatives. This finding confirms what Doh and Kim 
(2014) found in their study that market failures bring some 
biasness against SMEs.

Lack of one stop office 

It emerged that the process of providing support is more 
disintegrated. This is as a result of the fact that there are 
different role players involved in the support, for instance 
Small Enterprise Finance Agency (SEFA) and Independent 
Development Corporate (IDC). SEDA works with these 
agencies through referrals.

‘… We are working as SEDA; however, there are agencies 
that we are working in conjunction with, for SEFA and 
IDC. We assist and make referrals to these agencies for 
possible funding of the clients…” These agencies are 
located	 far	 from	us	and	 it	 is	also	difficult	 for	our	clients	
to go to them ..;”  “… It could have been better if we had 
everything	under	one	roof,	 just	one	stop	office	and	 it	 is	
not possible to have such a set-up. Look now SEFA is 
only in Centurion of which as SEDA we refer our clients 
to them…” 

It is evident from the participants that there is a need to 
have all these agencies in a One Stop setting where all 
these relevant agencies could be located. 

Service providers 

The findings revealed that service providers in the 
specialist areas are unwilling to enter into contract with 
SEDA as a result of the low tariffs. Based on this notion, 
the service providers feel that the amount paid is too little 
and as such the type of work does not correlate to their 
specialised areas. 

“… At times we experience challenges regarding service 
providers when requested to provide specialist training 
whereby our clients need highly technical service training. 
They are not willing to provide highly technical service 
training due to low tariffs…”

It could be deduced from the above articulation that 
equitable remuneration which is based on the type of 
training should be considered by SEDA and this would 
be imperative in encouraging the service providers more 
especially those that are specialising in high technical 
level training.

CONCLUSIONS AND RECOMMENDATIONS

 The objective of this study was to investigate the 
effectiveness of SEDA support mechanisms available for 
SMEs. From the findings, valuable conclusions can be 
drawn. It can be concluded that SEDA supports the SMEs 
to ensure that they are successful. This is based on the 
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number of SMEs that they have supported and prospered in 
their respective business endeavours. Despite the strides 
that they have made, it is notable that there are challenges 
that the SMEs are still facing. This is characterised by lack 
of access of funding; access to market which make the 
banks not approve the request for finance.

The researchers recommend that financial service 
providers like SEFA and IDC should partner with SEDA 
and work under one roof so that small businesses can 
be able to access all agencies and possibly be provided 
with funding.

MANAGERIAL APPLICATIONS

It is imperative to involve all local stakeholders in the SMEs 
development initiatives to ensure that there is a closer 
working relationship for instance municipalities. Eligibility 
criteria appear to be more stringent and should be made 
more flexible to enable more SMEs to qualify for financial 
assistance.  Evaluation of funding proposals could be done 
by qualified consultants affiliated with funding agencies.  
A continuous evaluation of small business development 
support is important, particularly in the areas such as job 
creation as well as contribution towards economic growth. 
It is recommended that a quantitative study be conducted 
among the beneficiaries of SEDA and other agencies 
throughout South Africa.
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ABSTRACT 

Given the calls from researchers to do more in-
depth research on both financial and non-financial 
performance outcomes among family businesses, as 
well as the importance of these performance outcomes 
to transgenerational family business success, the primary 
objective of this study was to provide insights into and 
evidence of the multidimensional nature of performance 
outcomes in the context of a South African family business.

A descriptive, single-case study research design was 
adopted and five semi-structured interviews were 

undertaken. Transcripts were analysed using a directed 
content analysis. The findings show that the performance 
outcomes of the South African family business investigated 
are multidimensional in nature and given their financial, 
social and entrepreneurial performance outcomes 
achieved, it can be concluded that their potential for 
transgenerational success is high. The findings of this 
study thus confirm the literature in the context of a South 
African family business.

Keywords: Family businesses, performance 
outcomes, transgenerational success
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INTRODUCTION AND BACKGROUND TO 
THE STUDY

Prevailing theories in business research regard “wealth 
creation” as the most important performance outcome 
(Kraus, Harms & Fink, 2011:38). Wealth is created through 
financial performance, this being the primary goal of both 
family and non-family businesses (Melin, Nordqvist & 
Sharma, 2014:335; Carlock & Ward, 2010:12). Despite 
having the same primary goal, there is strong evidence in 
the literature that family businesses outperform non-family 
businesses financially (Gottardo & Moisello, 2015:67; 
Habbershon, Nordqvist & Zellweger, 2010:25; O’Boyle, 
Rutherford & Pollack, 2010:314; Danes, Stafford, Haynes 
& Amarapurkar, 2009:200). Better financial performance 
is accredited to the lower salaries and turnover levels of 
family employees (Habbershon et al., 2010:25), as well 
as lower agency costs than in non-family businesses 
(Gottardo & Moisello, 2015:68). 

Several authors (Short, Payne, Brigham, Lumpkin & 
Broberg, 2009; Zellweger & Nason, 2009), however, 
are of the opinion that financial performance is not 
necessarily the primary focus of family businesses and 
many (Chrisman, Kellermanns, Chan & Liano, 2010; 
Cater & Justis, 2009; Short et al., 2009; Zellweger & 
Nason, 2009) conclude that family businesses focus 
more on non-financial performance outcomes than non-
family businesses do. The literature appears to suggest 
that this focus could explain why family businesses 
financially outperform non-family businesses. Family 
business owners acknowledge that supporting the local 
community (Gallo, 2004:138), sustaining their reputation 
(Colli, 2012:253; Berrone, Cruz & Gómez-Mejia, 2012) 
and perpetuating the family dynasty contributes to the 
financial performance of their businesses (Gottardo & 
Moisello, 2015:68). In addition, family businesses have 
been found to be more environmentally conscious than 
non-family businesses (Berrone, Cruz, Gómez-Mejia & 
Larraza-Kintana, 2010), ultimately contributing to their 
financial performance (Berrone et al., 2012:272). Financial 
performance is also seen as the result of entrepreneurial 
performance, ultimately driving the financial success of 
family businesses (Habbershon et al., 2010:25; Boers & 
Lora, 2009:25). 

The suggestion that a focus on non-financial performance 
outcomes explains the superior financial performance 
of family businesses is supported by the theory of socio-
emotional wealth (SEW). According to this theory, the “utilities 
that family owners derive from noneconomic aspects of 
the business are labelled ‘SEW’ or ‘affective endowments’ 
” (Gottardo & Moisello, 2015:67; Gómez-Mejía, Cruz, 
Berrone & De Castro, 2011:654) and when making business 
decisions, family businesses often consider socio-emotional 
outcomes as more important than financial outcomes 
(Gómez-Mejía et al., 2011:656). Gottardo and Moisello 
(2015:73) found that family businesses perform better 
than non-family businesses but that the results are highly 
dependent on the effect of SEW indicators and moderators, 
and that family businesses outperform non-family 
businesses only in the first 25 years when SEW is high. To 
date, several other studies (see Gottardo & Moisello, 2015; 
Berrone et al., 2012; Zellweger, Kellermanns, Chrisman & 
Chua, 2011) have tried to establish a direct link between 
SEW and firm performance. Research on SEW is important 
as it is the “notion of SEW and mixed goals that helps to 
identify the uniqueness of family firm studies” (Menlin et al., 
2014:5). Furthermore, non-financial outcomes and SEW 
are important for distinguishing the family business domain 
(Yu, Lumpkin, Sorenson & Brigham, 2012:45).

Having a SEW focus and performance outcomes that are 
multidimensional in nature is vital for transgenerational 
success. Although researchers acknowledge that 
poor succession planning or the complete lack thereof 
contributes to the high failure rate among family businesses 
(Molly, Laveren & Deloof, 2010:134; Venter, Boshoff & 
Maas, 2005:283) and ultimately exposes these businesses 
to transgenerational risk (Lam, 2011:509; Molly et al., 
2010:134; DeNoble, Ehrlich & Singh, 2007:128), Zellweger 
et al. (2011:1) are of the opinion that instead of focusing 
on succession, researchers should rather examine the 
entrepreneurial longevity of successful business families 
so as to understand which factors drive their success. 
Many family businesses have successfully transferred from 
one generation to the next, and maintained a competitive 
advantage across multiple generations (Berrone et al., 
2012:271; Chirico & Nordqvist, 2010:488). As a result, 
researchers are interested in discovering the secret to 
transgenerational family business success. 
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The concept of “transgenerational entrepreneurship” 
is used when examining entrepreneurial longevity and 
transgenerational success. It refers to the “processes 
through which a family uses and develops entrepreneurial 
mind-sets and family influenced resources and capabilities 
to create new streams of entrepreneurial, financial and social 
value across generations” (Habbershon et al., 2010 cited in 
Nordqvist & Zellweger, 2010). As such, both financial and non-
financial value creation are important for transgenerational 
family business success (Chirico & Sirmon, 2010:9; Serrano, 
Habbershon, Nordqvist, Salvato & Zellweger, 2006:2). 

Studies of family business are increasingly focusing on 
the transgenerational success of business families, on 
the entrepreneurial behaviour of these families and how 
they preserve and transfer wealth, as well as on resources 
and entrepreneurial mindsets across generations (Melin 
et al., 2014:4). One such study is the global Successful 
Transgenerational Entrepreneurial Practices (STEP) Project. 
The project outlines a research framework which involves 
investigating aspects such as transgenerational potential, 
performance outcomes, the external mediating factors, 
entrepreneurial orientation  and the “familiness” resource 
pools in the context of family businesses (Babson, 2015). A 
key research question of the STEP project is: What is the 
nature and importance of performance outcomes in creating 
transgenerational potential and success over generations? 
(Melin et al., 2014:4).  

Within the context of the global STEP project, the purpose 
of this study is to provide insights into and evidence of how 
a successful South African family business achieves both 
financial and non-financial performance outcomes in their 
business. These insights will contribute to building knowledge 
on performance outcomes and measures of transgenerational 
success among family businesses and ultimately improve 
the functioning of these businesses, which is the purpose of 
all family business research (Sharma, 2004:23). 

PROBLEM STATEMENT AND OBJECTIVE OF 
THE STUDY

In past research, performance and success in general 
have been measured as one-dimensional constructs 

(Brown, 2010:1). However, over the years researchers 
have realised that success in terms of family businesses 
is multidimensional, consisting of both financial and non-
financial dimensions (Scheepers, 2015:4; Brown, 2010:1).  
Furthermore, experts have identified family and non-
financial performance outcomes as deserving of more 
attention in family business research (Yu et al., 2012:33; 
Debicki, Matherne, Kellermanns & Chrisman, 2009:161). 

Given the calls from researchers to do more in-depth 
research on both financial and non-financial performance 
outcomes among family businesses, as well as the 
importance of both financial and non-financial performance 
outcomes to transgenerational family business success, 
the following research question is posed for this study: 
Are the performance outcomes of South African family 
businesses multidimensional in nature? The primary 
objective of this study is to provide insights into and 
evidence of the multidimensional nature of performance 
outcomes in the context of a South African family business.

LITERATURE OVERVIEW 

Over the years, researchers (Chrisman et al., 2010; Boers 
& Lora, 2009) have realised that performance in the 
context of a family business is multidimensional in nature, 
consisting of both financial and non-financial dimensions. 
Within these dimensions, three types of performance 
outcomes are recognised in family business literature, 
namely financial, entrepreneurial and social performance 
outcomes (Habbershon et al., 2010:23), with the three 
being interrelated (Habbershon et al., 2010:23; Boers & 
Lora, 2009:24). It is these three performance outcomes 
that are investigated in this study.  

Performance outcomes are strongly influenced by family 
values (Gómez-Mejía et al., 2011:655) which have been 
found to be of great importance to family businesses, 
with resources and capabilities being allocated according 
to these values. Performance outcomes also have a 
tendency to change across generations, whereby the first 
generation is likely to grow and expand the business, the 
second generation is inclined to focus more on profitability 
and diversification, and the third generation is presumed 
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to be likely to search for external shareholders for the 
business (Colli, 2012:244). 

Financial performance outcomes

According to Melin et al. (2014:335) and Carlock and Ward 
(2010:12), the primary goal of many family businesses 
is strong financial performance. Financial performance 
is measured in terms of return on investment, return on 
equity, return on assets and return on sales (Habbershon 
et al., 2010:25; Danes et al., 2009:199). Specific indicators 
of financial performance are continued growth and the 
maximisation of profits, sales and return on investments 
(McKenny, Short, Zachary & Payne, 2012; Distelberg 
& Sorenson, 2009; Zellweger & Nason, 2009:203). 
These measures are common in assessing the financial 
performance of family businesses (Astrachan, 2006:v; 
Denison, Lief & Ward, 2004:63). In addition, the STEP 
project highlights growth in sales, revenue and employees, 
profits and share price as indicators of financial 
performance (Revised Case Report Form, n.d.). Other 
financial performance outcomes of family businesses 
include the ability to operate without non-family investors, 
availability of funds, low cost of capital and avoiding the 

use of collateral (Klöckner, 2009:282). In general the 
financial performance outcomes of family businesses are 
no different to those of non-family businesses (Melin et al., 
2014:335; European Commission, 2009:13). 

Non-financial performance outcomes

Habbershon et al. (2010:26) are of the opinion that non-
financial performance outcomes are equally as important 
as financial outcomes and several are evident among 
family businesses. These include a long-term continuity 
focus (Short et al., 2009:12; Miller, Le Breton-Miller 
& Scholnick, 2008), business survival and successful 
successions (Distelberg & Sorenson, 2009:70; Short et 
al., 2009:12), good relationships, family independence and 
satisfaction, a tight-knit family, respect in the community 
and child development (Sorenson, 2000:185). Other 
commonly cited non-financial performance outcomes 
of family businesses are summarised in Table 1. Non-
economic performance outcomes are particularly evident 
when many family members are involved in the family 
business and where continuity and business reputation 
are important (Colli, 2012:243).

TABLE 1:  FAMILY BUSINESS NON-FINANCIAL PERFORMANCE OUTCOMES

Family harmony Van Der Merwe, Venter and Farrington (2012); Zellweger and Nason 
(2009); Jurinski and Zwick (2002); Getz and Carlsen (2000).

Family well-being Van Der Merwe et al. (2012); Debicki et al. (2009); Distelberg and Sorenson 
(2009); Chrisman, Chua & Sharma (2005).

Operate the business according to a 
personal value system Denison et al. (2004).

Family reputation Colli (2012); Getz and Carlsen (2000).

Employment for family members 
Securing a future for the children

Van Der Merwe et al. (2012); Cater and Justis (2009); Short et al. (2009); 
Chrisman et al. (2005); Sharma, Chrisman and Chua (1997).

Generational transfer
Business succession

Chrisman et al. (2010); Cater and Justis (2009); Distelberg and Sorenson 
(2009); Short et al. (2009). 

Continuity and business survival Van Der Merwe et al. (2012); Distelberg and Sorenson (2009); Castillo 
and Wakefield (2007).

(Source: Farrington, Scheepers & Venter, 2015:4)
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The theory of SEW (Gottardo & Moisello, 2015:67; Gómez-
Mejía et al., 2011:654) highlights the importance of non-
financial performance outcomes among family businesses. 
Family businesses gain SEW through exercising authority, 
satisfying the needs for belonging and intimacy, the 
perpetuation of family values through the business, the 
preservation of the family dynasty, the conservation of 
the family business’s social capital, the fulfilment of family 
obligations based on blood ties, the opportunity to be 
altruistic to family members, and family reputation (Gottardo 
& Moisello, 2015:68; Gómez-Mejía et al., 2011:655; 
Gómez-Mejía, Haynes, Nuñez-Nickel, Jacobson & Moyano-
Fuentes, 2007:108). Family business owners are likely to 
see potential gains or losses in SEW as the primary frame of 
reference in the management of their businesses (Gómez-
Mejía et al., 2011:656). 

In addition to the non-financial performance outcomes 
summarised in Table 1, the STEP project specifically 
highlights two categories of non-financial performance 
outcomes, namely social and entrepreneurial performance 
outcomes (Habbershon et al., 2010:23). For example, in 
the STEP project, social performance indicators include 
stakeholder satisfaction, job creation, independent survival 
of the firm, social prestige, succession success, jobs for 
family members, philanthropy and other indicators that are 
non-economic in nature (Revised Case Report Form, n.d.)

Social performance reflects the interest that the family 
businesses have in areas other than making profits and is 
described as the observed behaviour of the non-financial 
performance outcomes generated by the business (Boers 
& Lora, 2009:25). Furthermore, social performance is 
defined as a set of descriptive categorisations of business 
activity, focusing on the impact and outcomes of society, 
the stakeholders and the business (Wood, 2010:54). It is 
important to note that social performance is not defined 
according to its financial nature. For example, although 
social performance may involve the donation of funds to 
assist environmental groups, its recognition comes from 
social performance aims and not financial performance 
(Habbershon et al., 2010:27). Family businesses engage 
in various social performance activities. For example, Colli 
(2012:251) mentions that family businesses continuously 
engage in the local community owing to the embeddedness 

they experience within their respective communities. It is 
not uncommon for family businesses to dedicate resources 
in an effort to uplift and support their local communities 
(Gallo, 2004:138). Family business owners also understand 
the importance of a good reputation, as together with a 
good reputation come contacts and personal relationships 
(Colli, 2012:253). Furthermore, Berrone et al. (2010) 
found that family businesses pollute less than their non-
family counterparts, and that this care for the environment 
contributes to building up a competitive advantage.  

Social performance outcomes are important in 
transgenerational family businesses as they influence 
decision-making regarding the entrepreneurial and 
familiness dimensions from a non-financial point of view 
(Boers & Lora, 2009:25). Although aspects of entrepreneurial 
performance can be considered as financial – such as 
higher-than-industry-average profitability measures across 
time – in general, indicators of entrepreneurial performance 
refer to the non-financial aspects of entrepreneurship such 
as new products or process innovations, opening up of 
new significant markets, or creating new business models 
for organisational renewals (Revised Case Report Form, 
n.d.). Habbershon et al. (2010:23) define entrepreneurial 
performance as the sum of an organisation’s innovation, 
renewal, and venturing efforts, whereby valuable 
opportunities are exploited and entrepreneurial rent is 
created. In terms of the three components contributing 
to this definition, “innovation” relates to a business’s 
tendency to take part in and support new ideas, novelty, 
experimentation, and creative processes (Lumpkin & Dess, 
1996:142), whereas “venturing” requires business creation 
by either expanding the current business or by creating a 
new one (Habbershon et al., 2010:24; Rauch, Wiklund, 
Lumpkin & Frese, 2009:78). Finally, “renewal” refers 
to changes in the business’s operations or competitive 
strategy (Habbershon et al., 2010:24). 

RESEARCH METHODOLOGY 

Research design and sampling

A descriptive, single-case study research design was 
adopted for this study. The case under investigation was 
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selected based on the strict criteria for transgenerational 
family businesses to participate in the STEP project 
(Chrisman et al., 2005:560), namely that the family 
themselves must see their business as a family business, 
the family ownership in the main operating business 
should be above 50 per cent (voting share) and the family 
must have at least one active operating business (not only 
being a passive shareholder or investor). Furthermore, 
there should be at least two generations involved in the 
ownership and/or management of the business and the 
business should employ at least 50 employees. Lastly, the 
family must have a transgenerational intention, that is, an 
ambition to pass on the business to the next generation 
of family members (Nordqvist & Zellweger, 2010). As 
such, criterion sampling was adopted. Adhering to the 
aforementioned criteria for a family business in the South 
African context, the Thomas Motor Group (TMG)* was 
selected as the case for this study. The TMG is a privately-
owned, second generation family business in South Africa. 
It is a motor vehicle dealership group which operates in the 
automotive industry. The group owns dealerships involved 
with the retailing and servicing of motor vehicles in two 

South African cities, focusing specifically on three well-
known motor vehicle brands. The business was originally 
established in 1950 and then purchased by the founder in 
1962. At the time of the STEP interviews, the TMG had an 
annual turnover of more than a billion rand and employed 
344 people.

Data collection

Semi-structured, face-to-face interviews, based on the 
interview schedule of the STEP project, were employed 
to generate the primary data required for this study. The 
aim of the interviews was to gather a comprehensive 
outline from each of the participants to create a story 
about the family business from several perspectives. The 
STEP interview schedule provided the interviewer with a 
set of semi-structured questions relating to financial and 
non-financial (entrepreneurial and social performance 
outcomes. Permission was granted by the chief executive 
officer (CEO) and the other participants to conduct the 
interviews. The interviewees (see Table 2) were contacted 
via telephone to confirm the interview dates and times. 

Table 2: Profile of participants interviewed in the study

Participant*
Family/
non-family 
member

Kinship relation 
and generation Position the in business Shareholder Tenure

Arthur Thomas Family 
member

Son of founder, 
2nd generation CEO Yes 

(60 per cent) 41 years

Clint Thomas Family 
member

Son of founder, 
2nd generation

Director of Operations and 
Sales

Yes 
(40 per cent) 43 years

Gavin Bowden Non-family 
member n/a Dealer Principal and 

Financial Director No 10 years

Martha Store Family 
member

Granddaughter  
of founder, 3rd 
generation

Human Resources 
Director No 10 years

Michael 
Thomas

Family 
member

Grandson of 
founder, 3rd 
generation

Customer Service 
Manager No 2 years

* Please note that all names have been changed to protect the identify of participants
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In line with the requirements of the STEP project (Nordqvist 
& Zellweger, 2010), five interviews with key actors in the 
participating family business were conducted. Each of 
the interviews were conducted in English, lasted between 
60 and 120 minutes, and were audiotaped and then 
transcribed word-for-word (verbatim) into Microsoft Office 
Word documents (interview transcripts).  

Data analysis

To find evidence from the transcribed interviews that the 
performance outcomes achieved by the participating 

family business are financial and non-financial in nature, 
a directed content analysis was undertaken. This study 
is based on the STEP theoretical framework and focused 
on theory testing (deductive content analysis). The 
STEP theoretical framework provided the broad themes  
under investigation, namely the three categories of 
performance outcomes. In addition to the literature, examples 
of financial, entrepreneurial and social performance 
indicators provided by the STEP case report form  
served as the framework for guiding the content analysis 
(Table 3).

TABLE 3: FRAMEWORK FOR GUIDING CONTENT ANALYSIS

Performance outcome Indicators

Financial
Growth (sales, revenue, employees), profits, share price, profitability, ROI, ROE and 
ROA. If profitability measures are above industry average across time, they can also 
be seen as entrepreneurial performance indicators.

Social
Stakeholder satisfaction, job creation, independent survival of the firm, social 
prestige, succession success, jobs for family members, philanthropy and other 
outcomes that are non-economic in nature.

Entrepreneurial
Non-financial aspect of entrepreneurship such as new products or process 
innovations, opening up of new significant markets, or creating new business models 
for organisational renewals (turnaround).

(Source: Revised Case Report Form, n.d.)
 

Trustworthiness 

Sin (2010:307) outlines five criteria for judging the 
trustworthiness of qualitative research data, namely 
credibility, transferability, dependability, confirmability and 
authenticity. Credibility was achieved by the researchers 
becoming involved in the study for an extended period of 
time and through thorough observation of the subject to 
gain an in-depth understanding. In terms of transferability, 
the findings of this study were assessed against similar 
global studies conducted in the context of the STEP 
project. Dependability was initially achieved by following 
a thorough and well-documented methodology, and 
additionally by adhering to the methodological guidelines 

of the STEP project. Moreover, the researchers ensured 
that all important information pertaining to the study, 
including the interview schedule, interview transcripts 
and other secondary data was well documented and 
accessible for future reference. In this study, the research 
process was accurately described and subsequently 
followed in order to enhance confirmability. To further 
strengthen confirmability, the audiotaped interviews from 
which the interviews were transcribed, were stored for 
future accessibility and reference. To achieve authenticity,  
the participants were informed of the need for them to 
provide consent to participate and were reminded of their 
right to refuse to be a part of the study or withdraw at any 
time.



APPLIED ENTREPRENEURSHIP
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  94
ISBN 978-0-620-71113-5

RESULTS OF THE EMPIRICAL RESEARCH

Financial performance 

The TMG is a billion rand company with an intention 
to double its profits in the coming years. According to 
Gavin, “we’re having record years on record years, 
so	2009	was	 the	 second	most	 profitable	 year	 in	 our	
history,	2010	was	 the	most	profitable	year	 in	history,	
2011	was	the	most	profitable	year	in	history,	2012	was	
the	 most	 profitable	 year	 in	 history,	 but	 the	 problem	
you’re	 talking	 about,	 the	 profits	 are	 jumping	 almost	
above 50 per cent every year, so if it’s going from  
10	million	to	20	million	…	if	you	looked	at	my	profits	two	
years	ago,	12	million,	my	profits	last	year,	20	million,	
my	profits	this	year	looking	like	30	million.” The group 
attributes their financial growth to the entrepreneurial 
activities of the business and benchmarks to ensure  
that they continuously meet and improve their financial 
goals.

Arthur, however, prefers to measure performance 
in terms of the operating efficiency of the business. 
According to him, “I am focused on the operating 
efficiency	of	the	business	and	making	the	business	sweat	
its assets, so I need a return on assets. That is to me  
the best way of measuring whether you are working 
properly. So we work very hard to get a return on assets, 
in doing that, we are able to pay out that 20 per cent 
dividend which is pretty extensive and my thinking stops 
there.”

As a result of their conservative dividend policy (only 20% 
is paid out to shareholders) over the years, the TMG has 
a strong cash flow position. According to Gavin, “we’ve 
got a huge net asset value, huge cash amount, as a 
Financial Director my job is pleasurable because the 
only	time	I’ve	really	found	cash	problems	was	my	first	
day at work”. It is this strong position that has enabled 
them to take advantage of business opportunities and 
to implement their differentiation strategy. As Michael 
comments “…	but	I	think	it’s	because	we’re	a	profitable	
business	 and	 the	 cash	 flow	 is	 given.	 I	 think	 if	 we	
weren’t	making	money	and	the	cash	flow	as	a	mess,	
different story.” 

Non-financial performance outcomes

Social performance outcomes

Although the business continuously strives to improve its 
financial performance outcomes, it is believed that profits 
follow when the business is equally concerned with looking 
after its employees and customers. As Gavin comments, 
“We’re	not	a	profit-centred	company,	 it’s	never	been	
Arthur’s take on it. Profit	will	 follow	when	you	do	other	
things,	but	profit	is	not	off	the	radar,	but	you	know,	if	you	
look	after	your	staff,	look	after	your	customers,	profit	takes	
care of itself … .” There is a strong focus on people and 
family within the TMG. As Michael comments, “People 
first	and	look	after	your	staff	and	look	after	them	well	
and if you do, that’s a big focus for all of us is look after 
the people. Arthur has this statement of, happy staff, 
happy	customers,	equals	good	profits.”	 Michael goes 
on to say that “we are very strong on families, there’s 
a lot of husband and wife teams, father/son teams, 
there’s a lot of family orientation … .” This focus has 
resulted in a motivated labour force who are considered 
and who participate in business and social responsibility 
initiatives. 

From a stakeholder satisfaction perspective the TMG is 
seen as an employer of choice. Their employee-centric 
focus has enabled them to employ the “best” people and 
have a workforce that believes in the company. As Michael 
comments, “… something in the ethos and the way we 
do business and how happy people are, is resonating 
outwards … people want to work here, if people leave, 
they come back quickly … .” Today the TMG employs 
344 people and has shown significant growth in recent 
years. According to Martha, “… in the last three years 
we have seen a 40 per cent increase in staff.” 

Their customer-centric focus has also paid off. As Gavin 
comments, “the Thomas name is strong, TMG is a well-
known name, got a great following, just through the 
sheer number of cars that were sold at the time and the 
sheer number of people that we’ve made happy. The 
customer satisfaction indexes have jumped, huge.” 
Owing to the intense competition in the automotive industry, 
its seasonal nature and shortened product life cycles, the 
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TMG has had to learn to build strong relationships with 
customers so as to generate a competitive advantage. As 
Gavin describes the situation, “It’s now more about 
people and business. It’s now more about networking 
than ever before … the whole thing is a relationship 
business now.”
  
The company is well respected in the community and 
the family name is well recognised. According to Gavin, 
“We’ve got a strong, strong name and TMG’s brand 
is very strong … Arthur is highly respected, he’s done 
a lot in his career and outside stakeholders look up 
at him; you just need to go to a dealer meeting and 
you see the respect that he commands.” Similarly, 
Martha comments, “If I think of Clint’s presence on 
the radio for all of those years and how he almost 
became a household name. You know, if you extricate 
the Thomas-ness out of TMG, there will be a void.” 
The reputation of TMG has not only helped attract non-
family leaders, such as Gavin, but has also helped attract 
and retain other well qualified employees in the business. 
Thus, the family reputation has been identified as being a 
major advantage and a constituting factor to the success 
of the business.  As Martha comments, “… in a small 
province like the Eastern Cape I think it [family name] has 
played	 a	 significant	 advantage.”	 	However, a challenge 
for the business going forward is for the next generation 
to become associated with the family name. As Martha 
comments, “… if I look at the goodwill invested in the 
company	 in	 terms	of	 the	 family	brand,	 I	would	definitely	
say	it	is	linked	to	Arthur	and	Clint,	it	is	definitely	not	linked	
to Michael and I. Michael because he is too new to the 
business and I do not have the surname anymore.” 

The TMG is actively involved in numerous social and 
community projects in the Eastern Cape. These projects 
are headed up by Martha (HR director) and managed by 
an employee representative council. Both company money 
and money raised by the employee representative council 
are used to finance the various projects. Examples of 
these projects include supporting iKhaya Cheshire (a day-
care centre for disabled children who are uneducable), 
Miracle Homes (a stimulation centre for disabled children) 
and a feeding scheme in Walmer Township. Moreover, 
several learnership programmes have been created to 

assist previously disadvantaged and disabled individuals, 
and several local school sports teams are sponsored. 
According to Martha their goal is to “help people become 
upwardly mobile and improve their circumstances”.

Their reason for being involved in social development 
and upliftment projects is to help the community; it is not 
seen as a way of getting the business recognised. As 
Gavin comments, “I	believe	as	a	profitable	company,	we	
need to be giving back to our communities as much as we 
can … we can’t just do it for the sake of doing it because 
you want to have a marketing opportunity. I mean a lot of 
the stuff that we have actually done, we have not even 
marketed it … I think the important thing is to give back to 
the community, but give back in the right way so that you 
are not just giving for the sake of looking good. You are 
giving because there is heart there … .” 

Protecting the environment has become a major focal 
point globally, whereby countries, including South Africa, 
have implemented regulations to encourage businesses 
to protect the environment. Operating in the automotive 
industry, the TMG is well aware of the carbon footprint 
which they are a part of, and thus strive towards taking 
initiatives to preserve rather than harm the environment. 
Clint observes that the TMG “was	 the	 first	 motorcar	
dealership in South Africa to be ISO 14001 accredited”. 
Wherever possible, the TMG has put eco-friendly or 
“green” systems in place to help decrease the negative 
impact the business has on the environment. Martha has 
been particularly instrumental in this process, and the 
business has installed rainwater harvesting tanks (from 
which the water collected is used to wash more than 250 
000 motorcars per year), makes use of imported “green” 
chemicals and actively recycles wherever possible. 
Furthermore, all proceeds generated from recycling 
are invested into social investment projects, which are 
managed by an employee representative council.  Martha 
stresses that “… our whole industry has a carbon footprint 
that we should really be concerned about … we went 
through the ISO 14001 accreditation process, and that is 
the environmental standard and a lot of the work that we 
do is aiming to preserve and do no harm … we can’t stop 
selling the cars that cause the carbon disaster, but we can 
control what we need to control.” 
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Entrepreneurial performance outcomes

Operating and competing in the automotive industry has 
necessitated the TMG to be innovative, to take risks, and 
to be open to doing things differently to their competitors. 
The rapid improvement in technology globally has been 
identified as one of the main contributing factors to the 
increase in innovation in the automotive industry. The 
increased innovation has required motorcar dealerships to 
reinvest large sums of capital back into their businesses 
to be able to keep up with the innovations taking place. 
Moreover, and in light of the increase in technological 
sophistication, Martha mentions “… that the business 
needed to take steps to ensure that they are able to not 
only compete within the local market, but also within the 
virtual market.” 

Although the TMG is not involved in product innovation 
as such (vehicle innovation occurs at factory level), they 
have realised that to compete in a dynamic and innovative 
industry requires encouraging creativity at all levels and a 
constant search for new ideas in terms of retailing, service 
delivery and interactions with clients. A willingness to 
create newness and novelty is clearly evident. Over the 
years the group has started several new businesses, 
innovations and creative initiatives, and it continues to 
do so. As Arthur comments, “… we have started so many 
new businesses and so many new initiatives.” According 
to Michael their most notable entrepreneurial outcomes 
have been “… the purchase of [competitors name] and 
then closing it, the purchase of [competitors name] 
and then moving it into our premises and the opening 
of the Audi dealership”, as well as the building of their 
new premises on the Max William Expressway. As 
Gavin comments, “the watershed moment is building 
this building”.

Their many business offerings include:

• Expanding their product offering (additional motorcar 
brands) by buying out existing competitors;

• The selling of motorcars nationally (call centre);

• The use of technology to appraise used motorcars;

• Having motorcars serviced at booked times for set time 
periods (Express servicing); and

• Rental cars made available to service clients 
(MotorRent).

Several other entrepreneurial initiatives are evident in terms 
of environmental and human resources management, 
namely: 

• ISO accreditation 9001;

• The use of rain-harvesting tanks to wash cars;

• The use of “green” products in the group;

• The recycling of all waste materials with funds raised 
going to social projects;

• Replacement of light bulbs with Light Emitting Diode 
(LED) downlighters;

• HR development projects: apprentice programme, 
disabled learner programme, sales cadet 
programme;

• Various centres of excellence in the group: sales 
forum, service forum, a financial and investment 
forum, a management forum; and

• A centralised fleet of cars for use by all divisions.

A moderate risk-taking profile in terms of resource 
commitments has prevailed in the group over  
the tenure of the second generation. According to 
Arthur, “My attitude was, certainly up until 1994, 
was one of great uncertainty as to how things 
were going to work out in South Africa and I wasn’t  
going to stick my head out and I didn’t. So I played 
it very cautiously.” Clint agrees, saying: “We are 
definitely	 conservative;	 many	 opportunities	 have	
come	flying	past	us	that	we	have	refused	or	not	taken	
the bait.”
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DISCUSSION 

In terms of the financial performance outcomes, the 
TMG shows evidence of achieving profitability, growth 
in profitability, return on assets and strong positive 
cash flows. The group is a billion rand company which 
has experienced record profits as well as almost 50 
per cent growth in profits in recent years. They have a 
strong cash flow position which can be attributed to their 
conservative dividend policy. It is this policy that has 
enabled them to take advantage of business opportunities 
and to implement a strategy of differentiation, ultimately 
contributing to their strong financial position. According 
to the literature (Habbershon et al., 2010:25; Danes et 
al., 2009:199), financial performance is measured most 
commonly in terms of return on equity, return on assets 
and return on sales. The findings of this study concur with 
the literature in that both return on equity and return of 
assets are performance outcomes clearly achieved by the 
TMG. Worth noting is the importance place of ROA as a 
financial performance indicator by the CEO. He considers 
ROA as the best indicator of whether a business is working 
optimally or not. Furthermore, the literature suggests that 
family businesses are generally conservative and risk-
averse in their orientation (Casillas, Moreno & Barbero, 
2010:27; Short et al., 2009:18). This is also the case in 
the TMG.

Although the TMG continuously strives to achieve their 
financial performance outcomes, they do not perceive 
themselves as being solely profit-centred but also as 
being people-centred. Their  social performance outcomes 
provide evidence of this. The TMG has a strong focus 
on serving its stakeholders, namely its employees, 
customers and the communities in which it operates. A 
focus on stakeholders is an important social performance 
outcome (Wood, 2010:54). The TMG has shown growth 
in employee numbers and is considered an employer of 
choice. Their employees are motivated and participate 
in business and social responsibility initiatives. In terms 
of customers, the group has achieved strong customer 
relationships and a large following of satisfied customers. 
With regard to communities, the TMG has achieved active 
involvement in several social and community upliftment 
projects in the Eastern Cape. These projects are motivated 

by a genuine concern for the community in which the TMG 
operates. These findings concur with Colli (2012:251) 
who notes that family businesses continuously engage 
in the local community as a result of the embeddedness 
they experience within their respective communities, and 
that it is not uncommon for family businesses to dedicate 
resources in an effort to uplift and support local communities 
(Gallo, 2004:138). Furthermore, the TMG and the Thomas 
family name have achieved a good reputation, and both 
are well respected and recognised in the community. The 
importance of a good reputation is well recognised (Colli, 
2012:253). 

The TMG has also achieved several social performance 
outcomes in terms of its environmental initiatives. The 
group has several eco-friendly and green systems in place 
and has made great strides in reducing the carbon footprint. 
The TMG’s concern for the environment supports the 
findings of Berrone et al. (2010:272) who found that family 
businesses pollute less than their non-family counterparts. 
Furthermore, Berrone et al. (2012:272) contend that a 
concern for the environment has a positive impact on the 
financial performance in the long term. The attention given 
by the TMG to reducing their environmental impact is a 
possible factor influencing its strong financial performance.

The entrepreneurial performance outcomes achieved by the 
TMG show evidence of innovation, venturing and renewal. 
Evidence of innovation is in their willingness to seek newness 
and novelty, as well as in the many new business offerings 
they have initiated over the years. These offerings include 
selling vehicles nationally, using technology to appraise 
vehicles, express servicing and car rentals. Venturing is 
evident in the continual expansion of their product offering 
and the buying out of their competition. Renewal is evident in 
their adoption of a differentiation strategy and an increased 
focus on employees and customers.

From the discussion above it is evident that the performance 
outcomes of the TMG are multidimensional in nature and 
given the financial, social and entrepreneurial performance 
outcomes the TMG is achieving, it can be concluded that 
their potential for transgenerational success is high. The 
findings thus confirm the literature in the context of a South 
African family business.
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CONTRIBTUTIONS AND MANAGERIAL 
IMPLICATIONS

Despite the limitation that this study is focused on a single 
case study, it makes a contribution to both theory and 
practice.  In terms of theory the study has responded to 
several calls (Melin et al., 2014; Mahler, 2008) for more 
qualitative studies in the field of family business and has 
also added to the ever-increasing global body of case study 
material available to STEP project members around the 
world. To date, very few cases from Africa exist in the global 
STEP project database, limiting the ability of researchers 
to undertake cross-cultural comparisons and identify best 
practices for family businesses in emerging markets. 
From the perspective of practice, the findings of this study 
provide insights for consultants to family businesses, 
as well as for family business owners themselves, into 
the multidimensional of performance outcomes and 
the influence of financial, social and entrepreneurial 
performance outcomes on transgenerational success.

Although one could argue that findings based on a single 
case study from one specific industry (motor industry) are 
not representative of or applicable to all family businesses, 
the findings of this study do have implications for all 
family business owners. Firstly, family business owners 
should be aware that success and transgenerational 
potential in their businesses are not only dependent on 
strong financial performance, but that entrepreneurial and 
social performance are equally, if not more, important. 
Secondly, this study describes the nature of performance 
outcomes for family businesses and give examples of 
they can use the elements or dimensions of financial, 
social and entrepreneurial performance outcomes to 
create transgenerational potential and success in their 
businesses.

LIMITATIONS AND FUTURE RESEARCH

A limitation of this study is that it focused on a single 
case study, the TMG, and on finding evidence of the 
performance outcome components of the STEP research 
framework only. To fully understand the common themes 
and practices that prevail in family business that survive 

“across generations as well as industrial and societal 
changes” (Sharma, 2014), in addition to the performance 
outcomes necessary to create transgenerational success, 
the context in which the family business operates, 
the various external mediating factors, dimensions 
of entrepreneurial orientation and the “familiness” 
resource pools should also be investigated. These other 
aspects of the STEP framework may provide insights 
and context into the performance outcomes generated. 
In addition more South African case studies should 
be generated in an effort to make comparisons and 
identify more performance outcomes that could create 
transgenerational success.

REFERENCES

• Astrachan, J.H. 2006. Editor’s notes. Family Business 
Review, 19(1):v-vi. 

• Babson. 2015. STEP project for family enterprising: 
STEP academic information packet. [Online]. Available: 
http://www.babson.edu/Academics/centers/blank-
center/global-research/step/Documents/STEP%20
Info%20Packet_2015_05.pdf [Accessed 15 September 
2015]. 

• Berrone, P., Cruz, C., Gómez-Mejia, L.R. & Larraza-
Kintana, M. 2010. Socioemotional wealth and corporate 
responses to institutional pressures: Do family-
controlled firms pollute less? Administrative Science 
Quarterly, 55(1):82-113.

• Berrone, P., Cruz, C. & Gómez-Mejia, L.R.  
2012. Socioemotional wealth in family firms: Theoretical 
dimensions, assessment approaches, and agenda 
for future research. Family Business Review,  
25(3):258-279.

• Boers, N. & Lora, J. 2009. Understanding 
transgenerational entrepreneurship in family firms: 
Relationships between social capital and the 
entrepreneurial orientation dimensions innovativeness 
and proactiveness. Jonkoping International Business 
School, 1(1):1-82.



APPLIED ENTREPRENEURSHIP
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

99

• Brown, I. 2010. The proceedings of the international 
conference on information management and 
evaluation. UK: Academic Conferences Limited.

• Carlock, R.S. & Ward, J.L. 2010. When family 
businesses are best: The parallel planning process 
for family harmony and business success. New York: 
Palgrave Macmillan. 

• Casillas, J.C., Moreno, A.M. & Barbero, J.L. 2010. A 
configurational approach of the relationship between 
entrepreneurial orientation and growth of family firms. 
Family Business Review, 23(1):27-44.

• Castillo, J. & Wakefield, M.W. 2007. An exploration 
of firm performance factors in family businesses: Do 
families value only the “bottom line”? Journal of Small 
Business Strategy, 17(2):37-51.

• Cater, J.J. & Justis, R.T. 2009. The development of 
successors from followers to leaders in small family 
firms: An exploratory study. Family Business Review, 
22(2):109-124. 

• Chirico, F. & Nordqvist, M. 2010. Dynamic 
capabilities and trans-generational value creation 
in family firms: The role of organizational 
culture. International Small Business Journal,  
28(5):487-504.

• Chirico, F. & Sirmon, D.G. 2010. Entrepreneurial 
Orientation and Performance in family firms: The joint 
effect of generational involvement and participative 
strategy. Submitted to the Family Business Special 
Issue in Strategic Entrepreneurship Journal. 
[Online]. Available: http://www.clsbe.lisboa.ucp.pt/
resources/Documents/PROFESSORES/UNICEE/
Seminarios/101220_Chirico_Paper.pdf [Accessed 23 
May 2014].

• Chrisman, J.J., Chua, J.H. & Sharma, P. 2005. 
Trends and directions in the development of  
a strategic management theory of the family firm. 
Entrepreneurship Theory and Practice, 29(5):555–
575.

• Chrisman, J.J., Kellermanns, F.W., Chan, K.C. & Liano, 
K. 2010. Intellectual foundations of current research in 
family businesses: An identification and review of 25 
influential articles. Family Business Review, 23(1):9-26. 

• Colli, A. 2012. Contextualizing performances of family 
firms: The perspective of business history. Family 
Business Review, 25(3):243-257.

• Danes, S.M., Stafford, K., Haynes, G. & Amarapurkar, 
S.S. 2009. Family capital of family firms: Bridging 
human, social, and financial capital. Family Business 
Review, 22(3):199-215.

• Debicki, B.J., Matherne, C.F., Kellermanns, F.W. & 
Chrisman, J.J. 2009. Family business research in the 
new millennium: An overview of the who, the where, 
the what, and the why. Family Business Review,  
22(2):151-166. 

• Denison, D., Lief, C. & Ward, J.L. 2004. Culture in 
family-owned enterprises: Recognising and leveraging 
unique strengths. Family Business Review, 17(1):61-
69.

• DeNoble, A., Ehrlich, S. & Singh, G. 2007. Toward the 
development of a family business self-efficacy scale: A 
resource based perspective. Family Business Review, 
20(2):127-139.

• Distelberg, B. & Sorenson, R.L. 2009. Updating system 
concepts in family businesses: A focus on values, 
resource flows, and adaptability. Family Business 
Review, 22(1):65-81. 

• European Commission. 2009. Overview of family-
business-relevant issues: Research, networks, policy 
measures and existing studies. Europe: European 
Commission.

• Farrington, S.M., Scheepers, J. & Venter, E. 2015. 
Exploring perceptions of business success: Family 
versus non-family business owners. 29th Annual 
Conference of the Australian and New Zealand 
Academy of Management, Millennium Hotel, 



APPLIED ENTREPRENEURSHIP
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  100
ISBN 978-0-620-71113-5

Queenstown, New Zealand, 2-4 December. [Online]. 
Available: http://www.anzam.org/wp-content/uploads/
pdf-manager/2588_083.PDF [Accessed 20 June 2016]. 

• Gallo, M.A. 2004. The family business and its 
social responsibilities. Family Business Review,  
17(2):135-149.

• Getz, D. & Carlsen, J. 2000. Characteristics and goals 
of family and owner-operated businesses in the rural 
tourism and hospitality sectors. Tourism Management, 
21:547-560. 

• Gómez-Mejía, L.R., Cruz, C., Berrone, P. & De 
Castro, J. 2011. The bind that ties: Socioemotional 
wealth preservation in family firms. The Academy of 
Management Annals, 5(1):653-707.

• Gómez-Mejía, L.R., Haynes, K.T., Nuñez-Nickel, 
M., Jacobson, K.J.L. & Moyano-Fuentes, J. 
2007. Socioemotional wealth and business risk 
in family-controlled firms: Evidence from Spanish 
olive oil mills. Administrative Science Quarterly,  
52(1):106-137.

• Gottardo, P. & Moisello, A.M. 2015. The impact of 
socioemotional wealth on family firm’s financial 
performance.  Problems and Perspectives in 
Management, 13(1):67-77.

• Habbershon, T., Nordqvist, M. & Zellweger, T.M. 2010. 
Transgenerational entrepreneurship: Exploring growth 
and	 performance	 of	 family	 firms	 across	 generations. 
Cheltenham: Edward Elgar.

• Habbershon, T., Nordqvist, M. & Zellweger, T.M. 2010. 
Transgenerational entrepreneurship: Exploring growth 
and performance of family firms across generations. 
IN Nordqvist, M. & Zellweger, T. 2010. A qualitative 
research approach on studying transgenerational 
entrepreneurship. Cheltenham: Edward Elgar. (No 
page numbers).

• Jurinski, J.J. & Zwick, G.A. 2002. Transferring interests 
in the closely held family business. USA: ALI ABA. 

• Klöckner, O. 2009. Buy-outs in Family Businesses: 
Changes in corporate governance, instruments of 
managerial	 control	 and	 financial	 practices.	Germany: 
Springer.

• Kraus, S., Harms, R. & Fink, M. 2011. Family 
firm research: Sketching a research field. 
International Journal of Innovation Management,  
13(1):32-47.

• Lam, W. 2011. Dancing to two tunes: Multi-entry roles in 
the family business succession process. International 
Small Business Journal, 29(5):508-533.

• Lumpkin, G.T. & Dess, G.G. 1996. Clarifying the 
entrepreneurial orientation construct and linking it 
to performance. Academy of Management Review, 
21(1):135–172.

• Mahler, E.B. 2008. Defining	career	success	in	the	21st	
century: A narrative study of international work role 
transitions. Unpublished doctoral dissertation, The 
George Washington University, Columbia.

• McKenny, A.F., Short, J.C., Zachary, M.A. & Payne, 
G.T. 2012. Assessing espoused goals in private family 
firms using content analysis. Family Business Review, 
25(3):298-317.

• Melin, L., Nordqvist, M. & Sharma, P. 2014. The SAGE 
handbook of family business. London: SAGE. 

• Miller, D., Le Breton-Miller, I. & Scholnick, B. 2008. 
Stewardship vs. stagnation: An empirical examination 
of small family and non-family businesses. Journal of 
Management Studies, 45(1):51-78. 

• Molly, V., Laveren, E. & Deloof, M. 2010. Family business 
succession and its impact on financial structure and 
performance. Family Business Review, 23(2):131-147.

• Nordqvist, M. & Zellweger, T.M. 2010. Transgenerational 
entrepreneurship: Exploring growth and performance in 
family	firms	across	generations. UK: Edward Elgar. (No 
page numbers). 



APPLIED ENTREPRENEURSHIP
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

101

• O’Boyle, E.H., Rutherford, M.W. & Pollack, J.M. 2010. 
Examining the relation between ethical focus and 
financial performance in family firms: An exploratory 
study. Family Business Review, 23(4):310-326.

• Rauch, A., Wiklund, J., Lumpkin, G.T. & Frese, M. 2009. 
Entrepreneurial orientation and business performance: 
An assessment of past research and suggestions for 
the future. Entrepreneurship Theory and Practice, 
33(3):76–87.

• Revised Case Report Form. n.d. Unpublished STEP 
documentation. 

• Scheepers, J. 2015. The meaning of success: 
Perspectives of family business owners using word 
associations. Unpublished masters dissertation, Nelson 
Mandela Metropolitan University, Port Elizabeth. 

• Serrano, C.C., Habbershon, T.G., Nordqvist, M., 
Salvato, C. &  Zellweger, T. 2006. A conceptual model of 
transgenerational	entrepreneurship	in	family-influenced	
firms. Unpublished paper, Swiss Research Institute of 
Small Business and Entrepreneurship, Universität St 
Gallen.

• Sharma, P. 2004. An overview of the field of family 
business studies: Current status and directions for the 
future. Family Business Review, 17:1–36.

• Sharma, P. 2014. Evolution in thinking about 
generational transition in family enterprises. [Online]. 
Available: http://ffipractitioner.org/2014/06/11/evolution-
in-thinking-about-generational-transition-in-family-
enterprises/ [Accessed 23 July 2014].

• Sharma, P., Chrisman, J.J. & Chau, J.H. 1997. Strategic 
management of the family business: Past research 
and future challenges. Family Business Review,  
10(1):1-35. 

• Short, J.C., Payne, G.T., Brigham, K.H., Lumpkin, G.T. 
& Broberg, J.C. 2009. Family firms and entrepreneurial 
orientation in publicly traded firms. Family Business 
Review, 22(1):9-24.

• Sin, S. 2010. Considerations of quality in phenomenographic 
research. International Journal of Qualitative Methods, 
9(4):305-319.

• Sorenson, R.L. 2000. The contribution of leadership 
style and practices to family and business success. 
Family Business Review, 13(3):183-200.

• Van der Merwe, S.P., Venter, E. & Farrington, S.M. 2012. 
An assessment of selected family business values in 
small and medium-sized family businesses. South 
African Journal of Business Management, 43(4):17-31.

• Venter, E., Boshoff, C. & Maas, G. 2005. The influence 
of successor-related factors on the succession process 
in small and medium-sized family businesses. Family 
Business Review, 18(4):283-303.

• Wood, D.J. 2010. Measuring corporate social 
performance revisited: A review. International Journal 
of Management Reviews, 12(1):50-84.

• Yu, A., Lumpkin, G.T., Sorenson, R.L. & Brigham, K.H. 
2012. The landscape of family business outcomes: 
A summary and numerical taxonomy of dependent 
variables. Family Business Review, 25:33–57.

• Zellweger, T.M. & Nason, R.S. 2009. A stakeholder 
perspective on family firm performance. Family 
Business Review, 21(3):203-216. 

• Zellweger, T.M., Kellermanns, F.W., Chrisman, J. & 
Chua, J. 2011. Family control and family firm valuation 
by family CEOs: The importance of intentions for 
transgenerational control. Organization Science, 1:1-36.



APPLIED ENTREPRENEURSHIP
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  102
ISBN 978-0-620-71113-5

AN EXPLORATORY STUDY ON THE MOTIVATIONAL 
DIFFERENCES BETWEEN PERSISTENT AND TRANSITORY 

HYBRID ENTREPRENEURS IN CAMEROON 

DR. NENEH BROWNHILDER NGEK
Senior Lecturer

Department of Business Management, niversity of the Free State, Bloemfontein, South Africa, 9301

Email:nenehbn@ufs.ac.za
TEL: 07 99 81 41 54

ABSTRACT

Prior entrepreneurship research considers 
entrepreneurship as a dichotomous choice between 
self-employment and wage work or entry and no entry. 
Consequently, hybrid entrepreneurs have mostly been 
grouped into mutually exclusive categories as either 
self-employed or wage workers. The fact that most prior 
research has classified hybrid entrepreneurs as either 
self-employed or fulltime employees has significant 
implications as it restricts the reflection that factors 
motivating hybrid entry inherently differ from those of 
self-employment or wage work. This is because, hybrid 
entrepreneurs have been found to be systematically 
different from other entrepreneurs. Moreover, advancing 
knowledge on hybrid entrepreneurship might remain 
limited if researchers fail to consider the fact that hybrid 

entrepreneurship is a complex phenomenon whereby 
some people use hybrid entry as a route to fulltime self-
employment (transitory hybrid entrepreneurs) while 
others choose to permanently remain in the hybrid status 
(persistent hybrid entrepreneurs). As a consequence, this 
study set out to examine and comprehend the profiles 
of transitory hybrid entrepreneurs and persistent hybrid 
entrepreneurs in Cameroon to determine how they differ 
with respect to motivational factors, demographic factors, 
and growth intentions. This study established that there 
are several inherent differences between persistent and 
transitory hybrid entrepreneurs. The paper culminates 
with some managerial and policy implications of hybrid 
entrepreneurship in Cameroon.

Key Words: Hybrid entrepreneurship, persistent/transitory 
hybrid entrepreneurs, Motivations, Cameroon.
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INTRODUCTION

All around the world many nascent entrepreneurs 
(individuals who are in the process of starting a new 
business) are concurrently involved in fulltime employment 
(Lith, 2010; Raffiee & Feng, 2013; Folta, Delmar & 
Wennberg, 2010). Acs, Arenius, Hay and Minniti, (2004) 
found that depending on the economic state in a given 
country, between 77 % to 91 % of nascent entrepreneurs 
have a wage work when they start their business. This 
simultaneous phenomenon of mixing entrepreneurial 
activities with fulltime employment has been given 
different labels, such as hybrid entrepreneurship (Folta 
et al., 2010); second job entrepreneurship (Gruenert, 
1999) and part time entrepreneurship (Petrova, 2011; 
2012).  In this study the phenomenon will be dubbed 
as hybrid entrepreneurship. Folta et al. (2010:254) 
define hybrid entrepreneurs (HE) as “Individuals who 
engage in self-employment activity while simultaneously 
holding a primary job in wage work.” Litho (2010) views 
hybrid entrepreneurs as individuals who are active as 
entrepreneurs but do not support themselves primarily 
by their enterprise. Viljamaa and Varamäki (2015) make 
a distinction between persistent hybrid entrepreneurs and 
transitory hybrid entrepreneurs. These authors define 
transitory hybrid entrepreneurs as entrepreneurs who follow 
hybrid entrepreneurship as a path to completely transition 
from a wage-job to fulltime entrepreneurship. Persistent 
hybrid entrepreneurs on the other hand engage in hybrid 
entrepreneurship, but have no plans of transitioning from 
their wage-job to fulltime entrepreneurship. While earlier 
research regarding entrepreneurial entry has considered 
a dichotomous choice (i.e. entry and no entry, or between 
self-employment and wage work) (Folta et al., 2010); 
researchers (Viljamaa & Varamäki, 2015; Sappleton & 
Lourenco, 2015) postulate that hybrid entrepreneurship is 
a distinct sub phenomenon of entrepreneurial activity with 
its own antecedents, dynamics and consequences and 
thus should be classified as a mutually exclusive category.

Statistics by the Global Entrepreneurship Monitor (GEM) 
report revealed that approximately 80% of nascent 
entrepreneurs start their business while having a 
fulltime job (Reynolds, Bygrave, and Autio, 2003). Also, 
researchers (Campbell & De Nardi 2007; Petrova. 2005; 

Folta et al., 2010; Petrova, 2012) have reported that nearly 
50% of nascent entrepreneurs are also employed fulltime 
for pay. Hybrid entrepreneurship permits entrepreneurs 
to try their ideas with as little personal risk as possible, 
and build their venture gradually while still having a wage 
work (Hammarström & Nylén, 2014). Consequently, the 
entrepreneur is able to grasp an understanding of the 
viability of the idea and the new venture, get an insight 
into what it is like to be an entrepreneur, without worrying 
about not having an income which will be earned from 
their wage employment until they are able to quit the 
wage-work and become fulltime entrepreneurs. Existing 
evidence suggests that hybrid entrepreneurs tend to 
generate more employment than fulltime self-employed 
(Sappleton & Lourenco, 2015). Akin, Raffiee and Feng 
(2013) found that hybrid entrepreneurs in the USA, who 
transition in fulltime entrepreneurship after quitting their 
wage-job did not only have a 33% less risk to fail in their 
entrepreneurial venture relative to individuals who enter 
fulltime entrepreneurship directly from paid employment; 
but also played a great role in complementary learning 
opportunity for the entrepreneur and enhanced their 
current wage-job position and performance.

In Cameroon, often unnoticed are the many individuals 
who start their business while having a fulltime job. 
Statistics by the Global Entrepreneurship Monitoring 
(GEM, 2014) report established that Cameroon has a 
Total Early-Stage Entrepreneurial Activity rate (TEA, 
percentage of individuals aged 18-64 in an economy who 
are in the process of starting a business or are already 
running a new business, not older than 42 months) of 
37.4% and a nascent entrepreneurship rate of 26.4% 
which is the highest when compared to other African 
countries (Angola, Botswana, Burkina Faso, South African 
and Uganda) profiled in the study. This high TEA and 
nascent entrepreneurship rate could possibly be explained 
by the high rate of unemployment and underemployment 
which is highly prevalent in Cameroon. A Survey by the 
National Institute of Statistics in 2010 revealed that while 
the unemployment rate in Cameroon was between 13 
and 15.5%, the level of underemployment was between 
54.4% and 71.9% for urban areas and 79.2% for the rural 
areas (African Economic Outlook, 2012). Also, while many 
Cameroonians are highly dependent and reliant on the 
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Cameroon government (public sector or civil service) to 
absorb and retain these growing number of unemployed 
people, there is, however, not enough hiring to absorb 
all the people seeking civil service employment (Neneh, 
2014). Consequently, many Cameroonians have turned to 
entrepreneurship as a means of survival.

While studies on entrepreneurship in Cameroon have 
focused on the politics of social entrepreneurship 
(Danowski, 2015), the  challenges and perspectives 
facing the development of entrepreneurship education 
and training and the evaluation of entrepreneurship 
training in Cameroon (Yenepad, 2013a, 2013b); 
entrepreneurship and poverty reduction (Wujung & 
Mbella, 2015), and entrepreneurial intentions among 
university students ( Neneh, 2014), the focus has been 
on fulltime entrepreneurship (i.e. a dichotomous choice 
between self-employment and wage work or entry and 
no entry). On the other hand, hybrid entrepreneurs have 
mostly been grouped into mutually exclusive categories 
as either self-employed or wage workers. Folta et 
al. (2010) pointed out that hybrid entrepreneurs are 
systematically different from other entrepreneurs that 
enter fulltime entrepreneurship immediately. Hence, 
Burke, FitzRoy and Nolan (2008) cautioned that self-
employment and wage work should not be treated as 
mutually exclusive categories. Consequently, despite the 
importance and prevalence of hybrid entrepreneurship 
around the world (Giones, 2014), little is known about 
this phenomenon in Cameroon especially regarding 
the motivations of hybrid entrepreneurs in Cameroon 
as well as their intentions on whether or not they plan 
on transitioning into fulltime entrepreneurship, and thus 
further research is needed. 

With a growing number of Cameroonians simultaneously 
holding wage work and engaging in entrepreneurship, 
tapping into the potential of this unique group can go a 
long way to increase the economic outlook of the country 
especially in fostering job creation. However, for this to 
happen, the complex nature of hybrid entrepreneurship 
needs to be understood as prior evidence Viljamaa and 
Varamäki (2015) suggest inherent differences between 
persistent and transitory hybrid entrepreneurs. So 
a one-size fits all policy might not apply to all hybrid 

entrepreneurs as persistent and transitory entrepreneurs 
might be motivated by different factors and this motivation 
subsequently determines the growth trajectories of their 
businesses (Teruel & de Wit, 2011). As such, policies to 
support hybrid entrepreneurs must understand each of 
these cohorts in order to provide adequate support. This 
gap needs to be addressed as it will shed more light on 
hybrid entrepreneurs in Cameroon and provide possible 
recommendations on how policy makers can integrate 
them into the mainstream economy.

Problem statement

In Cameroon, while it is common to find many individuals 
combining wage-job with fulltime entrepreneurship, 
there is however no available statistics on hybrid 
entrepreneurship and hybrid entrepreneurs. Hybrid 
entrepreneurs have mostly been grouped into mutually 
exclusive categories as self-employed or wage workers 
and thus there is no information on the profiles of hybrid 
entrepreneurs. Also, the motives and growth intention for 
hybrid entrepreneurship is not known as some people 
use hybrid entry as a route to fulltime self-employment 
(transitory hybrid entrepreneurs) while others choose to 
permanently remain in the hybrid status (persistent hybrid 
entrepreneurs). As such, there are no policies in place  
that addresses their needs in terms of promoting, 
encouraging and supporting the emergence and 
development of hybrid entrepreneurs. This gap needs 
to be addressed as it will shed more light on hybrid 
entrepreneurs in Cameroon and provide possible 
recommendations on how policy makers can integrate 
them into the mainstream economy. Consequently, 
this study intends to examine the profiles of transitory 
and persistent hybrid entrepreneurs in Cameroon to 
determine how they differ with respect to demographic 
factors, motivation, and growth intentions

Objective of the study

The aim of this study is to examine the profiles of 
transitory hybrid entrepreneurs and persistent hybrid 
entrepreneurs in Cameroon to determine how they differ 
with respect to motivational factors, demographic factors, 
and growth intentions.
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LITERATURE REVIEW

Motivation for Hybrid entrepreneurship

Motivation is define as “the set of forces that initiates, directs, 
and makes people persist in their efforts to accomplish 
a goal” (William, 2016: 267). Historically, theories on 
motivation can be traced to Maslow’s Hierarchy of needs 
(Maslow, 1954); Alderfer’s Existence, Relatedness and 
Growth (ERG) theory (Alderfer, 1969); and McClelland’s 
learned needs theory (McClelland, 1961). These theories 
postulate that while an individual’s needs are structured in 
a hierarchy from low to high (Maslow, 1954); individuals 
can also be motivated by one or more needs at the 
same time (Alderfer,1969) and the degree to which each 
particular need motivates a person varies for each 
individual (McClelland, 1961). Moreover, Carsrud and 
Brännback (2011) classify motivational theories into drive 
theories and incentive theories. Drive theories advocates 
that a person’s behaviour is an external display of his/her 
desire to satisfy his/her physiological or biological needs 
(hunger, thirst, need for warmth); and that an individual 
seeks a way to reduce the resulting tension when his/her 
survival is threatened. The drive to reduce the tension 
gives rise to an individual’s motivation. On the other hand, 
incentive theories suggest that behaviour is motivated or 
fuelled by a desire for reinforcement or incentive such 
as achievement motivation. Prior literature on motivation 
has primarily focused on understanding three different 
phenomena namely, what actuates an individual, what 
prompts a person to choose one behaviour over another, 
and what accounts for fundamental differences in how 
people respond to the same motivational stimuli (Carsrud 
& Brännback, 2016).

In understanding the motivation for hybrid entrepreneurs, 
Folta et al. (2010) propose three theoretical rationales/
motivations for hybrid entry namely a path to supplementary 
income, a path to nonmonetary benefits and a path to 
transition. Firstly, the path to supplementary income 
permits individuals to combine their fulltime job with self-
employment in order to earn an extra income. This suggests 
that economic hardship and the limits on hourly earnings 
in the primary job‘s earning capacity are the motives as 
to why hybrid entrepreneurs engage in entrepreneurial 

activities, which is similar to  motives as to wage-earning 
individuals engaged in a second wage job. Secondly, a 
path to nonmonetary benefits upholds the view point that 
individuals take on a secondary job in order to gain a 
nonmonetary benefit that otherwise will not be available 
or possible in their primary job. Hybrid entrepreneurship 
may choose a second wage job because it provides them 
with additional monetary and psychological benefits and 
thus it becomes possible to see hybrid entrepreneur’s 
unwilling to let go of their wage-work because of the high 
opportunity costs. This suggests that hybrid entrepreneurs 
are likely to be less constrained by liquidity. Lastly, a path 
to transition provides hybrid entrepreneurs a safe bridge 
for those wishing to transition into self-employment. The 
creation of new ventures is often characterised by high 
uncertainty. However, hybrid entrepreneurs successfully 
manage this uncertainty by maintaining a wage-job which 
gives them financial and emotional stability to explore the 
viability of the idea and new venture without risking all they 
have. Additionally, it provides them with the opportunity to 
experience entrepreneurship as well as the flexibility to 
make a decision on whether or not to persist as a hybrid 
entrepreneur or exit either the venture or their wage 
position, without worrying about not having an income 
which will be gotten from their wage employment. Parker 
(2005) assert that the cost of switching from wage work to 
self-employment is high as it could lead to a disruption of 
an accustomed lifestyle, a lost sector-specific experience,  
loss of employer-provided healthcare and retirement 
benefits and the costs of raising entrepreneurial start-up 
capital. Also, researchers (Folta et al., 2010; Raffiee & Feng 
2013) pointed out that another reason why people become 
hybrids entrepreneurs is that they are less confident about 
being entrepreneurs and lack experience and thus use 
hybrid ship to bridge this gap before transitioning into 
fulltime entrepreneurship.

Moreover, hybrid entrepreneurship may also be motivated 
by both push and or pull factors. Push and pull factors 
evolved from drive and incentives theories (Carsrud & 
Brännback, 2011) whereby drive theories accentuates 
on push factors, while in the incentive theories, pull 
factors dominates. Pull factors are factors that attracts an 
individual to become self-employed (positive motivations), 
while push factors are factors that force an individual to 
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engage in various forms of entrepreneurship (Eijdenberg 
& Masurel, 2013). Entrepreneurs who take advantage of 
business opportunities and start a business due to a gap 
they spotted in the market are normally pulled towards 
entrepreneurship (Botha, 2006). Researchers (Folta et 
al., 2010; Raffiee & Feng 2013) assert that a person 
may identify a gap in the market and want to test the 
viability and market demand of the business idea without 
actually risking their career before the eventually decide 
to become self-employed fulltime and thus engage 
into hybrid entrepreneurship. Botha (2014) established 
that factors that pull people into self-employment 
include: independence, achievement, recognition, 
personal development, personal wealth and opportunity 
identification. Researchers (Bönte & Jarosch 2010; 
Folta et al., 2010) found non-financial aspects, such as 
flexibility, autonomy and personal satisfaction to be the 
motives that pull people into entrepreneurship. 

Likewise, Shamim (2008) identified pull factors to include 
a need for being their own boss; a need for autonomy; a 
need for achievement; a need for power; independence 
and flexibility; wealth creation, opportunities in the market, 
to take advantage of to provide job security; my creative 
talent; be my own boss; to realise my dream; enjoy taking 
risk; earn a reasonable living enjoying a quality life.

Botha (2014) pointed out that push factors encourage 
entrepreneurship because an individual does not 
have any other career choice or option and include: 
unemployment, job frustration, job insecurity, divorce, 
limitations of financial rewards, dissatisfaction with 
employment and disagreement with management. 
Also, hybrid entrepreneurs may choose to start a part-
time business as a career insurance because they feel 
insecure about the continuity of their jobs. Furthermore, 
Vallerand (2008) identified passion as one of the reasons 
why people start a business and that entrepreneurs who 
start a businesses based on passion have a chance 
of pursuing their ideas while working fulltime and may 
eventually transition into fulltime entrepreneurship if the 
passion persists and the income from the business is 
satisfactory (Folta et al., 2010; Raffiee & Feng 2013). 
Viljamaa and Varamäki (2015) found that transitory hybrid 
entrepreneurs (THEs) consider safer routes to fulltime 

entrepreneurship and self-fulfilment is an important 
motive for hybrid entrepreneurship, while Persistent 
hybrid entrepreneurs (PHEs) emphasise added income 
as a motive for hybrid entrepreneurship.

Growth Intention of hybrid Entrepreneurs

Dutta and Thornhill (2008:308) define growth intentions 
as the “entrepreneur’s goals or aspirations for the growth 
trajectory she or he would like the venture to follow. While 
growth is seen as a natural phenomenon that occurs until 
profit is maximised, yet, in reality, not all SMEs owners 
have the intentions to grow their businesses to maximize 
profit (Verheul & van Mil, 2008). Teruel and de Wit (2011) 
pointed out that an entrepreneur’s motivation for starting a 
business determines the growth intention of the business. 
If the motivation for starting business is to raise income 
and other economic motivation, then growth is more likely 
a desirable outcome whereas if the motivation is driven 
by self-determination and self-actualisation, then the 
entrepreneur is less likely to promote interest in growth 
(Viljamaa & Varamäki, 2015). Mungaray and Ramirez-
Urquidy (2011) argue that hybrid entrepreneurs place 
more emphasis on the non-monetary aspects of running 
the business than profit maximisation when compared to 
fulltime entrepreneurs. Sappleton and Lourenco (2015) 
stress that while some hybrid entrepreneurs have no 
intentions to become fulltime entrepreneurs, they can still 
ensure that they initiate growth objectives for their part 
time entrepreneurial activities.

RESEARCH METHODOLGY

Sample and Data Collection 

The survey was carried out on entrepreneurs in the 
Yaoundé and Douala, which are the administrative 
and economic capital of Cameroon respectivelymonic , 
which are the administraties.wth objectives for part time 
entrepeneutarted based on passion have a chance of. 
In these two cities, there are several tontines (stokvels) 
that hold weekly or monthly meetings. The members of 
these tontines often include both fulltime entrepreneurs 
and hybrid entrepreneurs. Using both convenience and 
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snowball sampling techniques, the researcher approached 
entrepreneurship tontines who were willing to allow their 
members to take part in the study. Since the tontines 
simply classified all their members as entrepreneurs, an 
appropriate approach to select hybrid entrepreneurs from 
the pool of available entrepreneurs was to administer the 
questionnaire to all the members and apply a screening 
methodology to separate the hybrid entrepreneurs from 
the fulltime entrepreneurs. Following from prior studies 
Folta et al. (2010), hybrid entrepreneurs where classified 
based on three criteria. Firstly, the individual must be 
currently employed. Secondly they must own a business 
or hold at least 50% stake of a business. Thirdly, they 
are currently employed in the same firm as they were in 
the prior year. The third criterion was imposed because it 
helped to make a distinction between individuals who are 
simultaneously involved in fulltime employment and self-
employment versus individuals who move successively 
from fulltime employment to self-employment within the 
same year.

A total of 350 questionnaires were sent out to members of six 
tontines of which 250 responses were received. However, 
after applying the criteria for hybrid entry explained above, 
only 120 of the respondents were classified as hybrid 
entrepreneurs, while the remaining 130 were fulltime 
entrepreneurs. Since the focus of this study was on hybrid 
entrepreneurship, only the 120 questionnaires answered by 
hybrid entrepreneurs were used for further analysis in this 
study. 

Variables and measures

In order to distinguish between transitory and persistent 
hybrid entrepreneurs the respondents were asked to 
indicate their likelihood of moving into fulltime employment 
within the next three years similar to Viljamaa and Varamäki 
(2015). The motivations for hybrid entry and growth 
intentions were selected from prior studies (Botha (2014; 
Viljamaa & Varamäki, 2015; Eijdenberg & Masurel, 2013; 
Bönte & Jarosch, 2010; Folta et al., 2010; Neneh, 2014).

TABLE 1: MEASURES USED FOR TRANSITORY HYBRID AND PERSISTENT HYBRID ENTREPRENEURS, MOTIVATION AND GROWTH 

INTENTION

Measurement Studies drawn from

Transitory hybrid and persistent hybrid entrepreneurs

• To distinguish between transitory hybrid entrepreneurs and persistent hybrid 
entrepreneurs, the responses were captured on a 5 point Likert-type scale 
ranging from very improbable (1) to very probable (5), where the respondents 
were asked to indicate their probability of fulltime entrepreneurship within the 
next 3 years.

•  Respondents who rated the probability as low (1, 2 and 3) were classified as 
persistent hybrid entrepreneurs while the respondents who rated the probability 
as high (4 and 5) were classified as transitory hybrid entrepreneurs

 
Viljamaa and Varamäki 

(2015)
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Measurement Studies drawn from

Motivations for hybrid entrepreneurship

• To make extra income

• Test the business idea without actually risking my career

• Need for autonomy

• Independence and flexibility

• Identified opportunities in the market

• To realise my dreams

• I have a passion for business and did something I truly liked

• Less confident about being an entrepreneur and lack experience

Botha (2014);  
Viljamaa and Varamäki 

(2015);  
Eijdenberg and Masurel 

(2013);  
Bönte and Jarosch  

(2010);  
Folta et al. (2010)

Growth intention

• Employee Growth Intentions

• Sales Growth Intentions

Sappleton and Lourenco 
(2015);  

Viljamaa and Varamäki  
(2015)

RESULTS

Profile of Respondents

Complete responses were obtained from 120 hybrid 
entrepreneurs. Of these entrepreneurs 80 (66.7%) were 
persistent and 40 (33.3%) were transitory.  Most of 
the respondents (57.5) were males while 42.5% were 
females. The respondents were highly educated with 
about 93.3% of them having at least a first degree and 
more than half having at least a master’s degree. This 
suggests that hybrid entrepreneurs are highly educated 
and possibly have the requisite skills and competencies 
to run successful businesses. Most of these hybrid 
entrepreneurs (60.1%) spend at least 8 hours per week on 

their business ventures. The majority of the respondents 
were above 30 years of age (66.7%) and mostly married 
(73.3%). Furthermore, 60% of the respondents had prior 
experience while 50.3% came from entrepreneurial family 
background.

Differences between transitory and 
persistent Hybrid Entrepreneurs

The results in Table 1 suggest that there are several 
inherent differences between persistent and transitory 
hybrid entrepreneurs.  Using the chi-square analysis, 
significant differences between transitory and hybrid 
entrepreneurs are observed for the age, marital status, 
education, source of capital and firm size.
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TABLE 2: DEMOGRAPHIC FACTORS OF PERSISTENT AND TRANSITORY HYBRID ENTREPRENEURS

Variable Chi-Square Value Likelihood ratio Sig.

Age 27.300 28.515 0.000**
Gender 0.153 0.153 0.700
Marital Status 34.091 31.582 0.000**
Qualification 28.000 32.124 0.000**
Source of Capital 17.455 19.083 0.000**
Prior Industry Experience 0.160 0.159 0.694
Family Background 4.286 3.520` 0.052
Firm Size 28.5 29.623 0.000***

Regarding the age of the entrepreneurs, transitory hybrid 
entrepreneurs tend to be younger than 30 years whereas 
persistent hybrid entrepreneurs are older than 30 years. 
This is in accordance with findings by Viljamaa and 
Varamäki (2015) which established that transitory hybrid 
entrepreneurs had a lower mean age than persistent hybrid 
entrepreneurs. Also, married hybrid entrepreneurs are 
mostly persistent while unmarried hybrid entrepreneurs are 
transitory. Also persistent hybrid entrepreneurs are more 
educated with most having at least a master’s degree while 
transitory hybrid entrepreneurs tend to less educated. This 
outcome is however contrary to evidence from Finland 
which showed no significant difference between transitory 

and persistent hybrid entrepreneurs in terms of their level 
of education (Viljamaa & Varamäki, 2015). Moreover with 
regard to start-up capital, persistent hybrid entrepreneurs 
mostly raised their start-up capital from informal sources 
(i.e. mainly personal savings and from family and friends) 
while transitory hybrid entrepreneurs raised their start-up 
capital from banks and financial institutions. Lastly the 
businesses of persistent hybrid entrepreneurs tend to be 
smaller (less than 5 employees) than that for transitory 
hybrid entrepreneurs who tend to have more than 5 
employees. The profiles for both transitory and hybrid 
entrepreneurs are however similar with regard to gender, 
family background, and prior experience. 
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TABLE 3: MOTIVATION FOR HYBRID ENTREPRENEURSHIP

 Variable Overall 
Mean

St. 
Dev

Mean 
Persistent

Mean 
Transitory

Mean 
Diff T-Test

Motivation

To make extra income 4.98 0.13 4.97 5.0 -0.03 -1.004

Test the business idea without actually 
risking my career

3.80 1.05 3.6 4.2 -0.6 -3.052**

Need for autonomy 3.53 0.96 3.4 3.8 -0.4 -2.184*

Independence and flexibility 4.13 0.89 3.9 4.6 -0.7 -4.368**

Identified opportunities in the market 3.87 0.81 3.5 4.6 -1.1 -9.138**

To realise my dreams 4.40 0.80 4.3 4.6 -0.3 -1.951

I have a passion for business and did 
something I truly liked

4.53 0.81 4.4 4.8 -0.4 -2.615**

Less confident about being an 
entrepreneur and lack experience

2.60 1.63 3.0 1.2 2.1 8.346**

Growth Intentions

Employee Growth Intentions 4.44 1.01 4.3 5.0 -0.7 -3.991**

Sales Growth Intentions 4.85 0.42 4.9 5.0 -0.1 -2.091*

Table three shows the T-test results comparing the 
motivational factors among persistent and transitory 
hybrid entrepreneurs. The highest motivating factor for 
hybrid entrepreneurs is supplementary income (mean 
= 4.98) and there is no significant difference between 
persistent and transitory hybrid entrepreneurs as both are 
highly motivated by the need to make extra income.  This 
supports the view that a need for supplementary income 
is a key rationale for hybrid entry (Folta et al., 2010). The 
other top factors motivating hybrid entry include: following 
passion (Mean = 4.53), the need to realise dreams (Mean 
= 4.4), and the need for independence and flexibility 
(Mean = 4.13). Amongst the different motivational 
factors, there are notable differences between transitory 
and persistent hybrid entrepreneurs. It is seen that 
transitory entrepreneurs tend to be more motivated that 
persistent entrepreneurs. These differences are wide 

for the following factors: identifying opportunities in the 
market (Mean diff = -1.1), a need for independence and 
autonomy (mean diff. -0.7) and testing the idea without 
risking job (mean diff. = -0.6). These findings are important 
because motivation drives business performance and 
success. For example, opportunity driven entrepreneurs 
always tend to perform better and grow more than 
necessity driven entrepreneurs. So the fact that transitory 
entrepreneurs are more opportunity driven (mean = 4.6) 
suggests the need for policy to focus on this cohort of 
entrepreneurs due to their potential of becoming high 
growth businesses that can benefit society especially in 
creating employment. Also, passion is another motivation 
factor that drives business success (Adomako, 2016; 
Cardon et al., 2013). The fact that the level of passion is 
high for both persistent (4.4) and transitory (4.8) hybrid 
entrepreneurs suggests the need for hybrid entrepreneurs 
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to be considered in entrepreneurship policy. Additionally, 
the level of passion for transitory entrepreneurs is 
significantly higher than that for persistent entrepreneurs. 
Given that passion is generally considered as the heart 
of entrepreneurship and a vital driving force for the 
exploitation of new business opportunities (Baron, 2008; 
Cardon et al., 2013), hybrid entrepreneurs are therefore 
a vital group of entrepreneurs because they are high in 
passion which is a central component of entrepreneurial 
endeavours (Chen et al., 2009). Lastly, prior research 
has suggested that people might become hybrid 
entrepreneurs simple because they lack the confidence 
to become fulltime entrepreneurs. However, the results 
in table 2 indicate that this assertion is only slightly true 
for persistent entrepreneurs. There is a huge significant 
difference (mean diff. = 2.1) between persistent and 
transitory entrepreneurs when it comes to perceived 
confidence about entrepreneurship as transitory hybrid 
entrepreneurs do not consider themselves any less  
confident and experienced than fulltime entrepreneurs. 
This is an important fining as it suggests the need not 
to categories hybrid entrepreneurs as a single group 
as in Folta et al. (2010) and Raffiee and Feng (2013) 
but to clearly differentiate what motivates transitory and 
persistent entrepreneurs to better understand hybrid 
entrepreneurship.

Lastly, this study examined differences growth 
intentions. As previously indicated, growth intentions 
can be driven by the motivations of the entrepreneur. 
With transitory entrepreneurs being highly motivated 
that persistent entrepreneurs, it is therefore expected 
that transitory entrepreneurs will have a higher level 
of growth intentions. This view is supported from the 
findings of this study both the employment and sales 
growth intentions for transitory hybrid entrepreneurs 
is significantly higher than that for persistent hybrid 
entrepreneurs. Nonetheless, it is imperative to note 
that growth intentions are high for both groups of hybrid 
entrepreneurs. This makes hybrid entrepreneurship an 
important cohort of entrepreneurial activity that should no 
more be ignored by policy makers as growth intentions 
have been known to transition to actual growth (Neneh, 
2014) and this growth is necessary for creating the much 
needed jobs in today’s gloomy economic landscape 

especially with respect to youth unemployment. Also, 
Viljamaa and Varamäki (2015) have suggested that 
when financial benefits are a key motivating factor for 
entrepreneurship; growth tends to be a likely outcome. 
This view is supported by this study as evidence from 
table 2 indicates that all hybrid entrepreneurs are highly 
motivated by the need for supplementary income which 
possible explains the high growth intentions for both 
groups. Likewise, the findings also support the views 
of Sappleton and Lourenco (2015) that even persistent 
entrepreneurs also initiate growth activities for their 
ventures even though they have no intention to become 
fulltime entrepreneurs. 

MANAGERIAL IMPLICATIONS

While, hybrid entrepreneurs are systematically 
different from other entrepreneurs that enter fulltime 
entrepreneurship immediately, hybrid entrepreneurs 
have mostly been grouped into mutually exclusive 
categories as self-employed or wage workers. This study 
established that both persistent and transitory hybrid 
entrepreneurs create jobs, although the employment 
creation capacity for transitory hybrid entrepreneurs is 
higher than that of persistent hybrid entrepreneurs. Given 
that hybrid entrepreneurs have been noted to generate 
more employment than the fulltime self-employed, there 
is a need for policy to focus on increasing the number of 
hybrid entrepreneurs, by giving tax incentives to foster 
job creation and reduce unemployment. In terms of the 
motivational factor for hybrid entrepreneurship, this study 
identified the need for supplementary income as the key 
rationale for hybrid entry, which is congruent with the 
findings of Folta et al. (2010).  Since underemployment 
is prevalent in Cameroon this suggests that economic 
hardship and the limits on hourly earnings in the primary 
job‘s earning capacity are the motives as to why hybrid 
entrepreneurs engage in entrepreneurial activities. Also, 
the fact that transitory entrepreneurs are more opportunity 
driven suggest the need for policy to focus on this cohort 
of entrepreneurs due to their potential of becoming high 
growth businesses that can benefit society especially in 
creating employment. Also, passion is another motivational 
factor for hybrid entrepreneurship and this is interesting 
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as passion notably drives business success (Adomako, 
2016; Cardon et al., 2013). These findings indicate 
that the level of passion is high for both persistent and 
transitory hybrid entrepreneurs suggesting the need for 
hybrid entrepreneurs to be considered in entrepreneurship 
policy. Additionally, managers of established businesses 
in Cameroon can offer support to hybrid entrepreneur’s 
as a means to contribute in fighting unemployment 
in the country. Moreover, the experience that hybrid 
entrepreneurs gain from running their own businesses can 
also be leveraged by managers of the businesses they 
work for to enhance their performance and success thus 
increasing chances for growth and consequently more job 
creation.

CONCLUSION

In conclusion, this study established that there are several 
inherent differences between persistent and transitory 
hybrid entrepreneurs. Persistent hybrid entrepreneurs 
were found to be more educated than transitory hybrid 
entrepreneurs with most having at least a master’s degree.  
A possible explanation could be attributed to the fact that 
since higher education leads to better paying jobs, most 
persistent hybrid entrepreneurs enjoy the benefits and 
income from their fulltime high paying job and thus will 
not want to transition into fulltime self-employment. Also, 
married hybrid entrepreneurs with children were mostly 
persistent while unmarried hybrid entrepreneurs are 
predominantly transitory. 

Given that married persistent hybrid entrepreneurs have 
family responsibilities, they are less likely to leave their 
wage employment to become a fulltime entrepreneur 
but will rather maintain their fulltime job alongside 
their self-employment activity. With regard to growth 
intention, findings from this study reveal that both the 
employment and sales growth intentions for transitory 
hybrid entrepreneurs is significantly higher than that 
for persistent hybrid entrepreneurs. This makes hybrid 
entrepreneurship an important cohort of entrepreneurial 
activity that should no more be ignored by policy makers 
as growth intentions have been known to transition to 
actual growth (Neneh, 2014). 
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ABSTRACT: 

Strategic entrepreneurship (SE) has been associated 
with organisational performance, wealth- and value 
creation. Strategic entrepreneurship is a balance between 
“entrepreneurship” and “strategic management.” An 
organisation engages in strategic entrepreneurship when 
it simultaneously searches for future business domains 
and exploits current business domains. This study 
explores the antecedents of strategic entrepreneurship, 
a still fragmented and relatively unknown topic, 
and proposes a conceptual framework for strategic 
entrepreneurship. By exploring existing theories and 
three strategic entrepreneurship models, a conceptual 
framework was developed to facilitate understanding of 
SE that can be used by organisations as a blueprint for 
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achieving a paradigm that leads to a strategically aligned 
and strategically grounded entrepreneurial orientation 
within organisations. The conceptual framework illustrates 
that strategic entrepreneurship is the combination of 
strategic input and entrepreneurial input; configured by the 
environment, the organisational structure, resources and 
capabilities, the strategy and entrepreneurial leadership. 
This enables the organisation to support the needs of 
exploration and exploitation required to create value for 
all stakeholders and sustain organisational performance 
and growth. SE can only be fully realised in a company 
if the concept is understood and when its introduction is 
conducted with intent. 

Keywords: Strategic entrepreneurship; Entrepreneurship; 
Strategic management
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INTRODUCTION

“Strategic entrepreneurship” (SE) is the paradigm that 
leads to a strategically aligned and strategically grounded 
entrepreneurial orientation within organisations (Kyrgidou, 
2012).  Both “strategic management” and “entrepreneurship” 
fields are well-researched and bring different benefits to 
any organisation as have been documented by numerous 
studies over the past decade. The study of “strategic 
entrepreneurship” (SE), however, is becoming the subject of 
increasing interest within established and new organisations 
in their quest for sustained competitive advantage (Kyrgidou, 
2012). Strategic entrepreneurship “involves simultaneous 
opportunity-seeking and advantage-seeking behaviours 
and results in superior company performance” (Ireland, Hitt 
& Sirmon, 2003:963). SE has become increasingly more 
popular in the 21st century, driven by the changes in the 
local and global competitive and economic environment. Hitt, 
Ireland, Sirmon and Trahms (2011:70) state that the balance 
between SE behaviours “requires an organisational structure 
capable of supporting the twin needs of exploitation and 
exploration.” Hitt et al. (2011) also suggest future research 
should clearly specify the characteristics of a structure that 
supports exploration and exploitation.  

Identifying and exploring the intricacies pertaining to SE in 
pursuit of establishing a unified framework would subsequently 
contribute to the understanding of SE underpinnings, and 
provide a valuable point of departure for transitioning to an SE 
orientation. Small and medium enterprises (SME’s) as well 
as large companies could benefit in overcoming “opportunity-
seeking and advantage-seeking” challenges and help to cope 
with the rapid changes in the competitive landscape. This 
study therefore sets out to develop a framework for SE that 
clearly specifies the characteristics of a structure that supports 
exploration and exploitation of opportunities in organisations. 
In addition, the study intends to add to the body of knowledge, 
and provide a foundation for future research and “strategic 
entrepreneurship” model building.

PROBLEM STATEMENT

The current global economy is characterised by rapid 
change, and in order to survive and add value, competitive 

organisations face a constant challenge to adapt, 
innovate and create (Hitt et al., 2011). This fast changing 
competitive environment, together with global business 
growth, challenge traditional thinking in all organisations 
and on all levels (Spinelli & Adams, 2012).  

Organisations are faced with the challenge to perform 
entrepreneurially, but simultaneously have to go about this 
in a strategic manner. Businesses in the current competitive 
climate face critical strategic management challenges, 
having to simultaneously consider innovation, emerging 
opportunity processes, new business venture decisions, 
the internal and external environment, as well as include the 
management of resources supporting these entrepreneurial 
activities, in their strategic planning process.

The competitive and emerging global environment has 
however challenged the “strategic-focused” administrative 
approach over recent years. Increasingly, more corporate 
enterprises realise the advantages of an “entrepreneurial 
strategic” approach and are starting new ventures 
within their current corporate enterprise (corporate 
entrepreneurship), in order to sustain their competitiveness 
(Spinelli & Adams, 2012). 

KEY PROPOSITION

Hitt et al. (2011:71) accentuate that businesses throughout 
their life-cycles are affected by SE, which is concerned with 
“advantage-seeking and opportunity-seeking behaviours 
resulting in value for individuals, organisations, and/or 
society.”

Entrepreneurship as a strategy, and more specifically 
the SE areas such as the environment, resources 
and capabilities, strategy, organisational structure, 
and the entrepreneur, were previously recognised as 
having a critical influence on the competitiveness of an 
organisation of any size (Kraus, Kauranen & Reschke, 
2011). Identification and understanding of these SE-
influential factors and complexities will contribute to the 
understanding of SE underpinnings as well as provide 
valuable information to companys as they seek to create 
wealth. In addition, an understanding of these significant 
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SE-influential factors and challenges provides insight into 
the factors and particular conditions that assist strategic 
management, at any level, to become the dominant 
motivator of entrepreneurial activities in the current 
economic and emerging business climate.
The purpose of this paper would thus be to add to the 
accumulated body of knowledge on SE, with specific 
reference to a synthesised framework for understanding 
the key requirements of SE and making it a reality in 
organisations – thereby striving for a “thesis-antithesis-
fusion of horisons” (Dybicz & Pyles, 2011:306) to enable 
praxis (understanding that necessarily translates into 
action) (Dybicz & Pyles, 2011:304). 

METHODOLOGY

The methodology applied in this study was content 
analysis, a research method for making replicable and 
valid conclusions on the associations among terms or 
themes presented in text (Krippendorff, 2004:18; Hsieh 
& Shannon, 2005:1281; Elo & Kyngäs, 2008:109) and 
attempts to summarise comments into meaningful 
categories (Cummings and Worley, 2001:123).

First, literature on strategic management, entrepreneurship, 
and strategic entrepreneurship was examined to become 
familiar with the range of comments and to determine 
whether some comments are occurring repeatedly. 
Second, based on sampling of comments, themes were 
generated that capture recurring comments. Themes 
consolidate different responses with essentially the same 
message. Third, findings were then categorised. The 
categories with the most responses represent themes 
most often mentioned (Hsieh & Shannon, 2005:1285; Elo 
& Kyngäs, 2008:109).

The themes that reflect conceptual perspectives as argued 
by researchers were perceived as valid themes. The 
approach investigated and examined existing knowledge 
in SE development and synthesising these to produce the 
invention and generation of ideas and images to provide 
new or improved insights that has direct relevance to 
the needs of commerce, industry, and to the public and 
voluntary sectors.

OBJECTIVES OF THE STUDY

The main objective of this study is thus to develop a 
conceptual framework for strategic entrepreneurship. 
In order to achieve the main objective, the subsequent 
sub objectives that have to be met are: (1) to explore the 
concept ‘strategic management’, (2) to explore the concept 
‘entrepreneurship’, (3) explore the concept ‘strategic 
entrepreneurship’, and (4) to synthesise these concepts.

EMERGENCE OF “STRATEGIC 
ENTREPRENEURSHIP”

Strategic management and entrepreneurship are separate 
theoretical areas of study, and form the core of “strategic 
entrepreneurship,” hence these two founding concepts 
of SE will be reviewed separately before progressing to 
explore “strategic entrepreneurship.”

Strategic Management

Strategic management has been an academic field of 
study as early as 1960, and involves the formal strategic 
process traditionally adopted by large organisations, but 
can include everything from an organisational structure 
to the day-to-day driven execution of a business model 
in small ventures (Pearce II & Robinson, 2011). The 
strategy process is often a top-down approach set 
by the organisation’s top management (Pearce II & 
Robinson, 2011) as illustrated: Mission  Objective 
setting  Situation analysis  Strategy formulation  
Implementation  Control.

Foss and Lyngsie (2011:4) state that the “dependent 
variable in strategic management research is usually 
taken to be sustained competitive advantage, that is, a 
company’s ability to create and appropriate more value 
than the competition on a sustained basis” and often in 
terms of established economics. It can therefore be argued 
that the drawback to a primarily strategic approach is that 
it is not easily adaptable, and not well-suited for a fast-
changing, competitive environment. A winning strategy fits 
the organisation’s situation, helps the company to achieve 
a sustainable competitive advantage and produces 
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company performance (Thompson, Peteraf, Gamble & 
Strickland III, 2012)

Pearce II and Robinson (2011) explain that strategy 
constitutes the alignment between an organisation’s 
internal strengths and weaknesses and the organisation’s 
external opportunities and threats. Strategic management 
is thus about creating sustainable competitive advantages 
or creating and appropriating more value than the 
competition (Ireland, et al., 2003), defined by Hitt et 
al. (2011:6) as “the full set of commitments, decisions, 
and actions required for a company to achieve strategic 
competitiveness and earn above-average returns”.  

The view of Kraus et al. (2011) is also relevant: they state 
it is well proven that formal strategic thinking and planning 
contribute to a business’s success, and to improving the 
management of a business, and has a positive impact on 
the performance of a company.  

Entrepreneurship

“Entrepreneurship” was historically only associated with 
an individual starting a small venture and who takes 
risks in building the business. Only recently has the term 
“entrepreneurship” become associated with established 
corporations in all industries and of all sizes (Spinelli & 
Adams, 2012). 

Ahmad and Seymour (2008:9) argue that (1) 
“entrepreneurs are those persons (business owners) 
who seek to generate value, through the creation or 
expansion of economic activity, by identifying and 
exploiting new products, processes or markets”; (2) 
“entrepreneurial activity is the enterprising human action 
in pursuit of the generation of value, through the creation 
or expansion of economic activity, by identifying and 
exploiting new products, processes or markets” and (3) 
“entrepreneurship is the phenomenon associated with 
entrepreneurial activity.”

Entrepreneurship is a term dating back as early as 
1755, when Cantillon (1755) (as quoted by Kraus, et 
al., 2012) used the term to differentiate self-employed 
entrepreneurs from employed workers and also linked it to 

risk-taking. Schumpeter (1934) listed five characteristics 
of an entrepreneurial venture, with the determining 
factor of innovation: (1) introduction of new goods; (2) 
introduction of new methods of production; (3) opening of 
new markets’ (4) opening of new sources of supply; and 
(5) industrial reorganisation.

Many have since defined entrepreneurship, for example 
Shane and Venkataraman (2000:218) who broadly 
defined the field of entrepreneurship as “… the scholarly 
examination of how, by whom, and with what effects 
opportunities to create future goods and services are 
discovered, evaluated, and exploited”.

Modern research, however, appears more activity-based. 
Entrepreneurship’s underpinnings are now more towards 
opportunity-seeking and towards using resources in 
order to pursue that opportunity. Many researchers 
identified the entrepreneur as someone ready to take 
advantage of an opportunity, but McKenna (1996) as 
quoted by Kraus et al. (2011:65), added that it is this 
opportunity awareness together with “personal goals, 
traits and strategic orientation” that are directly linked to 
the performance of a company. McGrath and MacMillan 
(2000), Ireland et al. (2003), as well as Kraus et al. (2011) 
support this view and add that the entrepreneur also 
focuses on identifying and exploiting opportunities with a 
culture of flexibility, innovation, with an ability to influence 
others, and to manage resources strategically.  

Spinelli and Adams (2012:87) define entrepreneurship 
as “a way of thinking, reasoning, and acting that 
is opportunity obsessed, holistic in approach, and 
leadership balanced for the purpose of value creation 
and capture.” Pearce II and Robinson (2011:385) 
further that entrepreneurship is the process of “bringing 
together creative and innovative ideas and actions with 
the management and organisational skills necessary to 
mobilise the appropriate people, money and operating 
resources to meet an identifiable need and create wealth 
in the process.” Finally, entrepreneurship is a term that 
is now often used and acknowledged as a major driving 
force of economies (Brock & Evans, 1989; Carree & 
Thurik, 2000; Hitt & Reed, 2000; Kyrgidou, 2012). 
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Strategic Entrepreneurship (SE) 

Entrepreneurship is understood as the identification and 
creation of new opportunities with the goal to create 
value (Hitt et al., 2011), and strategic management is the 
creation and the transformation of these opportunities 
into sustainable competitive advantages (Kraus et al., 
2011). Thompson et al. (2012) explain that the faster an 
organisation’s environment changes, the more critical 
it becomes to be entrepreneurial and to respond with 

timely adjustments in strategy. They continue by stating 
that “good strategy making is therefore inseparable 
from good business entrepreneurship. One cannot exist 
without the other” (Thompson et al., 2012:81).  

SE involves intentional entrepreneurial actions with 
a conscious and deliberate strategic management 
orientation (Hitt et al., 2011; Kraus et al., 2011).  
Figure 1 illustrates the intersection of the two fields of 
entrepreneurship (“opportunity seeking”) and strategic 

management (“advantage seeking”) that constitute the research field of “Strategic Entrepreneurship”.  

Strategic Management:
 
- Design company strategy
- Design company’s scope
- Manage company resources
- Developing competitive 

advantages
- Transformation of 

opportunities into 
competitive advantages

- Advantage-seeking 
behaviour

Entrepreneurship:
 
- Creating new organisations
- Creating newness
- Creating units
- Organisational renewal
- Uncertainty
- Risk
- Opportunity-seeking 

behaviour (Identification and 
exploration of opportunities)

 
- Balancing exploration 

and exploitation
 
- Balancing resources 

between exploration and 
exploitation

 
- Value creation
 
- Continuous innovation

Strategic
Entrepreneurship:

FIGURE 1: SE AS AN INTERSECTION BETWEEN STRATEGIC MANAGEMENT AND ENTREPRENEURSHIP

Sources: Ireland and Webb (2007:51); Kraus, et al., (2011:61) (Adapted and amended)

Background to SE

SE developed over time as a research area and has 
attracted special interest since the beginning of the 
21st Century (Harms, Walsh & Groen, 2012). SE was 
introduced for the first time as a separate academic field 
as part of a special issue of the Strategic Management 
Journal in 2001 (Hitt, Ireland, Camp & Sexton, 2001). 

The number of publications has since increased and this 
increase in interest led to the first edition of the Strategic 
Entrepreneurship Journal (SEJ) in 2007. As Ireland, et 
al. (2003) and Ireland and Webb (2007) (also quoted 
by Kraus et al., 2011) indicate, SE has now become an 
emerging and accepted academic field with wealth and 
value creation as the dependent variable.  
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A definition by Kraus, et al. (2012:2) of strategic 
entrepreneurship underpinned one of the first SE process 
models by Ireland, et al. (2003) – “SE begins with an 
entrepreneurial mindset, an entrepreneurial culture, 
and entrepreneurial leadership. A company in which 
these factors are well developed will manage resources 
strategically, balancing exploration and exploitation. As 
a result, a continuous stream of innovation enables the 
company to create wealth.”  

Harms, et al. (2012) explain that after the first SE Journal 
was released as a complimentary supplement to the 
Strategic Management Journal in 2007, the broad field of SE 
has attracted great interest among business researchers 
and academics. Kraus, et al. (2012:1) however note that 
SE is still a research field that appears to be “unstructured 
and fragmented” which may be due to its rapid growth. 
The publishers of the SE Journal have recently called for 
SE models and supporting research studies in the field of 
SE in order to obtain a better understanding of the concept 
and complexities of SE.    

SE as a competitive advantage

Ramachandran, Mukherij and Sud (2006) established 
that entrepreneurial opportunity-seeking could also be 
regarded as strategic behaviour with the aim of value 
and wealth creation. Companies need to strategically 
pursue entrepreneurial wealth creation in order to sustain 
a competitive advantage and organisations can achieve 
this by undertaking entrepreneurial actions with a strategic 
management orientation (Hitt et al., 2001).

Companies’ strategic “intent must be to continuously 
discover and exploit entrepreneurial opportunities” 
(Foss & Lyngsie, 2011) in order “to continuously create 
competitive advantages that lead to maximum wealth 
creation” (Hitt, Ireland, Camp & Sexton, 2002:2). Hitt 
et al. (2011:59) argue that SE allows companies to 
“simultaneously address the dual challenges of exploiting 
current competitive advantages (the purview of strategic 
management) while exploring for opportunities (the 
purview of entrepreneurship) for which future competitive 
advantages can be developed and used as the path to 
value and wealth creation.” Ireland and Webb (2007) (also 

quoted by Kraus, et al., 2011) argue that SE is therefore 
those actions a company undertakes in exploiting new 
innovations, which is a result of the efforts of the company 
to continuously explore opportunities. Amit, Brigham and 
Markman (2000), and Kraus, et al. (2011) explain that 
SE promotes strategic alertness, flexibility, creativity and 
continuous innovation. They also agree that SE rewards 
curiosity, risk-taking, learning and innovation.    

Hitt et al. (2011:71) argue that in order to be sustainable, 
all companies must develop and maintain a competitive 
advantage and continue by saying that if companies 
“provide no viable benefits to customers beyond what 
competitors provide, they are unlikely to survive”. Hitt et al. 
(2011:71) use an example: Large companies often have 
slack resources that have accrued over time, but if these 
established companies do not “engage in opportunity-
seeking behaviours, an entrepreneurial company (or a 
large competitor acting entrepreneurially) will introduce 
a better product that provides more value to customers 
and take their market away.” It is therefore necessary 
that all companies’ strategic management practices 
become more entrepreneurial by continually altering the 
strategy according to research, detailed plans, customers, 
resources, the competitive environment, employees, 
suppliers and partners who have the businesses’ 
best interests at heart.  A strategic but entrepreneurial 
conception of the organisation’s management will support 
the transformation of an administration-orientated culture 
into an entrepreneurial culture (Kraus & Kauranen, 2009).   

Engagement in SE

SE is a multilevel theory that exists or is developed at 
the individual, organisation, and societal level. SE can 
create benefits for individuals such as entrepreneurs, 
managers, organisational employees, customers, 
divisions, etc. (Hitt et al., 2011).  Scholhammer (1982) and 
Spinelli and Adams (2012) further that entrepreneurship 
extends beyond small businesses or start-up ventures 
and that large corporations, of all types, in all stages, 
have been engaging in entrepreneurial behaviour. Foss 
and Lyngsie (2011:3) argue that there “is no inherent 
reason why entrepreneurship thus defined cannot be 
exercised by established companies. And, of course, 
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established companies regularly discover and exploit 
new opportunities.”  Foss and Lyngsie (2011) contest that 
an entrepreneur is not only an individual but can also be 
represented by teams or groups with a common goal that 
can only be achieved by combinations of entrepreneurial 
actions (Harper, 2008). All kinds of companies, of all sizes 
and ages (including family businesses) should engage 
in SE to develop “opportunity-seeking” and “advantage-
seeking” behaviour (Sirmon & Hitt, 2003; Webb, Ketchen & 
Ireland, 2010; Kraus, et al., 2011). Entrepreneurship within 
an existing business is called “corporate entrepreneurship” 
or “intrapreneurship”, which is the process by which 
individuals pursue opportunities within an organisation, 
through innovation, the start of new businesses within 
an organisation, or the renewal of existing organisations 
(Ramachandran, et al., 2006).   

SE is applicable to very small companies through to very 
large companies, which can be new ventures or established 

companies (Agarwal, Audretsch & Sarkar, 2010). SE is 
relevant across the full life cycle of organisations although 
strategic management has “largely been associated 
with mature organisations and entrepreneurship largely 
associated with young ventures” (Hitt et al., 2011:71).  
Companies must re-address their approaches to 
entrepreneurial strategy and strategic entrepreneurship. 
Hitt et al. (2011) are of the opinion that SE challenges 
new ventures and SME’s (small and medium enterprises) 
to learn to become more strategic; and SE challenges 
large, established companies to learn to become more 
entrepreneurial. The influential factors and complexities 
that contribute to the “under-entrepreneurship” of large, 
established companies; and the “under-strategy” of 
SME’s, need to be explored.  The general combination 
of the concepts of corporate entrepreneurship and new 
venture creation as well as strategic entrepreneurship and 
entrepreneurial strategy are illustrated by Figure 2.

Strategic managementEntrepreneurship

Corporate entrepreneurship

New venture creation

Small business 

Large business 

Balance 
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FIGURE 2: COMBINATION OF THEORETICAL CONCEPTS OF CORPORATE ENTREPRENEURSHIP AND NEW VENTURE CREATION

Source: Meyer (2009) in Sokolova (2011) (Amended and adapted)
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CONCEPTUAL FRAMEWORK FOR SE

A conceptual framework means that a number of theories 
and models that are related to the topic are studied (Mouton, 
2009:177). To achieve the objective of this study, selected 
components and concepts from existing theories and models 
were interrogated to provide structural and elementary 
information in the research process. Figure 5 illustrates the 
combination of three models that encapsulate this study. 
The models of Hornsby, Kuratko and Zahra (2000), Hitt 
et al. (2011) and Kraus, et al. (2011) were combined and 
adapted in compiling the conceptual framework.  

Model 1 – Hornsby, et al. (2000) assessed the internal 
environment for corporate entrepreneurship from the 
perception of middle managers. The Hornsby, et al. (2000) 
model, as illustrated in Figure 3, informed a strategically 
orientated company’s internal factors that affect 
entrepreneurship as well as activities that encourage or 
facilitate entrepreneurship. The elements within this model 
further enabled an understanding of the flow of internal 
variables that also support other models used in compiling 
the study. 

Organisational 
Factors:

▪ Management 
support

▪ Work discretion
▪ Rewards/ 

reinforcement
▪ Time availability
▪ Organisational 

boundaries

Entrepreneurial 
Strategy

(selected by 
executive 

management)

Middle managers’ 
entrepreneurial 

behaviour

Resource 
availability

Implementation

Ability to overcome 
barriers

FIGURE 3: INTERNAL ENVIRONMENT FOR CORPORATE ENTREPRENEURSHIP 
Source: Hornsby, et al. (2000) (Amended and adapted)

Model 2 – Many researchers have identified variables that 
influence SE. Schindehutte and Morris (2009) identified 
a tool that illustrates the interplay between the variables 
such as exploration/exploitation, opportunity, newness and 
micro-macro interaction, within their complexity theory.  

The model of Kraus, et al. (2011) looked at these from a 
different theoretical angle – the “SE domains through a 
configuration approach”. The model of Kraus, et al. (2011:64) 
is a combination of the SE process model by Ireland, et 
al. (2003), the domains by Miller (1987) and adapted by 
Harms, Kraus and Schwarz (2009). The model is based on 

the domains of the environment, organisational structure, 
resources, capabilities, the strategy and entrepreneurial 
leadership. Although the primarily involving small companies, 
it also reflects the differences in the situations of a company 
along its growth process. In addition, it demonstrates that 
the success of a company at creating value is dependent on 
the balance of these elementary domains (Dess, Newport 
& Rasheed, 1993; Mugler, 2004; Harms, Kraus & Reschke, 
2007; Kraus, et al., 2011).    

The configuration model of Kraus, et al. (2011) was utilised 
to identify the five elementary domains that form the core 
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of this study. Although it is important to balance these 
elements, it is however challenging to achieve a balance 
as companies have finite resources because of trade-
offs regarding resource availability for exploitation and 
exploring new opportunities. The Kraus, et al. (2011) SE 
domains are discussed below: 

The environment: To predict and to respond to 
environmental changes is one of the most important 
inputs to effective SE (Ireland & Webb, 2007). To monitor, 
evaluate and distribute information from the environment 
and transfer it to key people in order to formulate and 
implement a company’s strategy, requires SE orientation 
(Kraus, et al., 2011). In SE, opportunity identification 
within the environment forms the basis of entrepreneurial 
behaviour. Kraus, et al. (2011) continue by stating that 
opportunities within the environment develop a company’s 
environment-influencing resources, structures and 
entrepreneurial capabilities that can lead to a competitive 
advantage in different environments.

Organisational structure: Kraus, et al. (2011:66) are 
of the opinion that organisational structure forms the 
basis for “effective implementation of strategy, enabling 
or constraining opportunity exploration and exploitation.” 
Kraus, et al. (2011) also highlight that the design of the 
structure helps the key individuals (or entrepreneur) in 
the allocation of work, resources, and administrative 
mechanics, but also influences communication, culture 
and orientation. 

Resources and capabilities: Kraus, et al. (2011:64) 
are of the view that “resources are the basis for other 
domains of the configuration, and capabilities are the 
result of the interaction of resources.” Kraus, et al. (2011) 
refer to previous research and highlight that the ability (of 
leaders and management) to orchestrate resources, gives 
rise to capabilities, and if the resources are combined to 
generate unique capabilities, this can ultimately lead to 
a competitive advantage for the company. Kraus, et al. 
(2011) state that the kind of resources that are required 
by the organisation are dependent on the environment. 
Kraus, et al. (2011:64) also refer to Lichtenstein and Brush 
and state that “a fast-growing company in a dynamic 
environment characteristically needs intangible resources 

(especially the entrepreneur’s human resources), while 
a moderately-growing company in a stable environment 
usually needs concrete tangible resources.” 

The strategy: Strategic management is one of the main 
elements of SE and proven to have a positive relationship 
to the performance of a company and employment 
growth (Kraus, et al., 2011). It gives direction and vision 
to the company. In terms of SE, strategy has two building 
blocks: strategy content (cost leadership, differentiation 
and market niche) and process formulation (Kraus, et 
al., 2011). The most prominent strategic attributes of a 
competitive advantage (and above-average profitability) 
are in the business’s cost structure and its ability to 
differentiate its business from competitors (Pearce II & 
Robinson, 2011). Pearce II and Robinson (2011) continue 
by stating that company strategies must change according 
to the environment stages of the industry, in order to keep 
or develop new competitive advantages. The strategic 
management process is defined by Pearce II and Robinson 
(2011:16) as “the flow of information through interrelated 
stages of analysis toward the achievement of an aim”, 
which is based on “the historical, current, and forecast 
data on the operations and environment of the business.”   

The entrepreneur: Kraus, et al. (2011) highlight that 
the entrepreneur (or intrapreneur) is in many cases 
the decision-maker and strategist (especially in small 
ventures).  Strategic decisions “therefore reflect the 
subjective orientations and attitudes of the entrepreneur”, 
and “personal goals and traits have a significant impact” 
on the organisation’s strategic behaviour (Kraus, et al. 
2011:65). Spinelli and Adams (2012:37) state that although 
entrepreneurs have “certain innate characteristics, 
certain attitudes and behaviours can be acquired and 
developed through experience and study.” Spinelli and 
Adams (2012:37) list three attributes that trigger success: 
positive response to challenges and mistakes, personal 
initiative and perseverance. In SE, the entrepreneur (or 
intrapreneur) must have an entrepreneurial mindset to 
manage resources strategically, identify opportunities 
within the environment and build a growth-orientated, 
failure-tolerant culture (Kraus, et al. 2011). Entrepreneurial 
leadership means striving for “opportunity-seeking” and 
“advantage-seeking” behaviours (Hitt et al., 2011) where 
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this mindset is associated with orientation that is proven 
to have a positive effect on company performance 
(Kraus, et al. 2011). In addition, orientation ensures that 
the entrepreneurial leader’s mindset is transformed into 
actions and activities (Kraus, et al. 2011). Pearce II and 
Robinson (2011:385) state that the “ideal entrepreneur 
has that unusual combination of talent: strength in both 
creativity and management”.  

Model 3 – Hitt et al. (2011) argue that organisations are 
either strategically focused or entrepreneurially focused, 
steered by the competitive environment in which the 
company exist. The key individuals of companies must 
constantly and increasingly navigate local and global 
resources and markets simultaneously, to achieve 
balance.  
That leads to the third model applied to this study. The 
“Input-process-output model of SE” (Figure 4) is a more 
recent and reviewed conceptual model of Hitt et al. 
(2011:61). This SE model “incorporates environmental, 
organisational, and individual foci into the dynamic 
process of simultaneous opportunity-seeking and 
advantage-seeking behaviours” (Hitt et al., 2011:61), 
which creates value for societies, organisations and 
individuals when used effectively.  

These three dimensions (inputs, processes and outputs) 
of the model provide a richer understanding of a SE value 
chain (Hitt et al., 2011). This model also forms the foundation 
of SE in general and therefore significantly influenced the 
synthesis of the literature and the conceptual framework, 
as illustrated in Figure 4.

The three dimensions of the “Input-Process-Output” model 
are elaborated upon below (Hitt et al., 2011:61):

• “Input includes the effects of SE resources or factors 
at different levels including environmental factors, 
organisational resources and individual resources; 

• “Actions or processes focus on the orchestration 
[balance] (mainly at company level) of the 
organisations resources and the entrepreneurial 
actions that are used to protect and exploit current 
resources while simultaneously exploring for new 
resources with value-creating potential;

• “Outputs examine outcomes on all levels such 
as the creation of value for society, organisations 
and individuals. These benefits include societal 
enhancements, wealth, knowledge, and opportunity.”
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FIGURE 4: INPUT-PROCESS-OUTPUT MODEL OF SE

Source: Hitt et al., (2011) (Amended and adapted)
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To create value successfully, Hitt et al. (2011) suggest 
that businesses seeking SE require a balance between 
behaviours of “entrepreneurship” such as flexibility and 
innovativeness, and behaviours of “strategic management” 
such as stability and predictability.

The next section presents SE in a unified conceptual 
framework.

RESULTS AND IMPLICATIONS

The conceptual framework (Figure 5) illustrates that 
strategic entrepreneurship is the combination of (1) 
strategic input and (2) entrepreneurial input. Strategic 
input encapsulates strategic intent, mission strategy, 
strategic planning and strategic behaviour. Entrepreneurial 
input encapsulates entrepreneurial intent, entrepreneurial 
behaviour and entrepreneurial skills and knowledge.  

Strategic entrepreneurship within the company is 
configured by five the domains, namely (1) the environment, 
(2) organisational structure, (3) resources and capabilities, 
(4) the strategy and (5) entrepreneurial leadership. The 
orchestration of these domains changes as the company 
develops and the domains are managed in context to the 
objectives, mission and vision of the company.  

The SE domains (the environment, organisational 
structure, resources and capabilities, the strategy 
and entrepreneurial leadership) are the foundation to 
balance strategic advancement-seeking (stability and 

predictability), and entrepreneurial opportunity-seeking 
(flexibility and novelty). This enables the organisation to 
support the needs of exploration and exploitation required 
to create value for customers, wealth for shareholders, 
benefits for stakeholders and organisational performance 
and growth.

In meeting the primary objective of this study, the 
antecedents of strategic entrepreneurship were explored 
that informed the subsequent development of the 
framework for SE that clearly specifies the characteristics 
of a structure that supports exploration and exploitation of 
opportunities in organisations. The framework thus serves 
to integrate the large amount of information presented 
in this study into a sensible whole, and to provide a 
useful tool for easy reference purposes during and after 
implementation.

The introduction of SE to a company however not only 
requires knowledge of SE as a concept (which the 
framework provides), but also translating the knowledge 
into praxis and guidance in terms of transitioning to the 
new paradigm. Subsequently, in order to translate the 
framework into a workable reality will firstly depend on 
a conscious decision by the organisation’s leadership to 
embrace strategic entrepreneurship as dominant logic. It 
is further recommended that a future study is undertaken 
to develop an SE transition process model that would 
illustrate the transition elements and processes required for 
an organisation to introduce SE effectively. Considerations 
such as “willingness to change”, “understanding SE”, “SE 
engagement” and “output” would have to be included in 
such a study.
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Figure 5: Strategic Entrepreneurship conceptual framework 
Own illustration from Hornsby,et al. (2000); Hitt et al. (2011); Kraus, et al. (2011) (Combined, amended and adapted)
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ABSTRACT

The objective of this study was to investigate the 
influence of an entrepreneurial orientation in small and 
medium-sized family businesses on the job satisfaction 
of family members employed by these businesses. 
Structured questionnaires were administered to all the 
active family members in 43 family businesses and 102 
usable questionnaires were returned for this sample. 
The reliability of the measuring instrument was assessed 
by means of a principal component exploratory factor 
analysis and by calculating Cronbach alpha coefficients. 
Thereafter, were the relationships between the dimensions 
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of entrepreneurial orientation and the dependent variable, 
the job satisfaction of family members employed by these 
businesses, investigated by means of multiple linear 
regression analysis. The results show that the active family 
members in the participating family businesses perceived 
that the entrepreneurial orientation factors Autonomy 
and Innovativeness in the business environment, have a 
positive influence on the Job satisfaction of these family 
members. 

Keywords: Family business, Entrepreneurial orientation, 
Job satisfaction, Small and medium-sized businesses
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INTRODUCTION AND PROBLEM 
STATEMENT

Family-owned businesses represent the oldest and most 
prevalent type of business worldwide (Farrington, Venter 
& Van der Merwe, 2011:51); they are stable and optimistic 
even in times of economic uncertainty (Ibrahim, McGuire 
& Soufani, 2009:1); and they play an important role in 
economic development and the creation of wealth of the 
new global economy (Farrington, 2009:64; Ibrahim et al., 
2009:1; Venter & Boshoff, 2005:283). Family businesses, 
therefore, provide a good foundation for growth and 
competitiveness in the world (Zahra, Hayton, Neubaum, 
Dibell & Craig, 2008:1050).

An entrepreneurial orientation represents the processes, 
practices and decision-making activities that lead to the 
development and delivery of new innovative products, 
services and processes (Chang, Lin, Chang & Chen, 
2007:999) and is consistently suggested in the literature 
as a key for success to higher performance (Yamada 
& Eshima, 2009:1; Li, Gou, Liu & Li, 2008; Avlonitis & 
Salavou, 2007:566).

Although various scholars investigated entrepreneurial 
orientation in small and medium-sized businesses 
(Anderson & Eshima, 2013; Soininen, Martikainen, 
Puumalainen, Kylaheiko, 2012; Huang & Wang, 2011; Li 
et al., 2008; Avlonitis & Salavou, 2007), there is limited 
research on the influence of entrepreneurial orientation 
on family businesses. The relationship between fostering 
an entrepreneurial orientated behaviour and the job 
satisfaction of active family members in small and medium-
sized family businesses, furthermore, is also a topic that 
needs attention. 

Against this background, the primary objective of this 
study is to investigate whether entrepreneurial orientation 
in the business environment influences the job satisfaction 
of family members employed by the family businesses. 

Small and medium-sized family businesses in South Africa 
will be the focus of this study for two reasons: firstly, the 
increasingly important role of the small business sector in 
creating jobs and distributing wealth, and secondly, the 

fact that most family businesses are found in this sector. 
The South African National Small Business Act (1996) 
and National Small Business Amendment Act (2004:2) 
classify micro-, very small, small and medium-sized 
businesses as businesses that employ less than 200 full-
time equivalent of paid employees. For the purpose of 
this study a small and medium-sized family business is a 
business where a single family owns at least 51% of the 
equity of the business; where a single family is able to 
exercise considerable influence in the business; where at 
least two family members are concerned with the senior 
management of the business; and where the business 
employs less than 200 full-time employees (Ibrahim & 
Ellis, 2004).

OPERATIONALISATION OF VARIABLES

Although job satisfaction has been researched in various 
fields and contexts for more than half a century, it is still of 
interest today (Eyupoglu & Saner, 2009:686). This interest 
may be due to the likelihood that job satisfaction results 
in behaviours, such as productivity, absenteeism, turnover 
and interpersonal relations (Eyupoglu & Saner, 2009:686). 

Coetsee (2002:45) describes job satisfaction as either 
a constructive or a negative attitude that individuals 
have about their jobs. In their study, Buitendach and 
Rothmann (2009:2) define job satisfaction as an active or 
affective function of the perceived relationship between 
what a person wants from his/her job, and what the 
person perceives as offered. This is confirmed by Apollis 
(2010:26), who points out that job satisfaction includes an 
individual’s perceptions and evaluations of a job, which 
are in turn influenced by the individual’s circumstances, 
including his or her needs, values and expectations. 
Individuals therefore evaluate their jobs on the basis of 
factors that they regard as being important to them.

People who perceive their workplace and working 
conditions to be positive are likely to experience job 
satisfaction. Job satisfaction is the most important 
determinant of the quality of an employee’s work-life 
(Coetsee, 2002:45), and according to Warr (2007:19), an 
important measurement of an individual’s happiness at 
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work. According to Buitendach and Rothmann (2009:1), 
job satisfaction is relevant to employees’ physical and 
mental well-being. This is supported by Roelen, Koopmans 
and Groothoff (2006:433), who believe that a strong 
relationship exists between low job satisfaction and burn-
out, depression, anxiety and low self-esteem.

These variables can be arranged according to two 
dimensions, namely intrinsic and extrinsic. Intrinsic rewards 
refer to the job tasks themselves, and include variety and 
achievement of personal goals. These are psychological 
rewards that are experienced directly by an individual, 
thus being defined as rewards that are part of the job itself 
(Gibson, Ivancevich & Donnely, 1991). It is also defined 
as psychological rewards that are experienced directly by 
an employee (Stoner & Freeman, 1992). Extrinsic rewards 
are experienced in aspects that have little to do with the job 
task or the content of the work itself. Co-workers, working 
conditions, and salary, fall in this category (Buitendach & 
Rothmann, 2009:2).

Extrinsic rewards are provided by an outside agent, such 
as a supervisor or work group. These rewards are defined 
as rewards external to the job (Gibson et al., 1991). 
Pay, promotions, interpersonal relationships, status, and 
fringe benefits, are some examples of extrinsic rewards. 
Responsibility, achievement, autonomy, personal growth, 
challenges, completed work, and feedback characteristics 
of the job, are instances of intrinsic rewards.

One of the best known theories on job satisfaction is that 
of Herzberg (1957), who argued that the opposite of job 
satisfaction is not job dissatisfaction, but no satisfaction. 
Similarly, the opposite of job dissatisfaction is not job 
satisfaction, but no job dissatisfaction. Intrinsic factors (e.g. 
achievement and responsibility), lead to job satisfaction 
when present, but do not produce dissatisfaction when 
absent. Extrinsic or hygiene factors (e.g. company policies, 
supervision and salary), cause dissatisfaction when 
inadequate, but do not cause satisfaction, even when they 
are present (Hertzberg: 1957).

Entrepreneurial orientation originally involves the 
processes, practices and the strategy-making process that 
establish the foundation for entrepreneurial actions and 
decisions (Rauch, Wiklund, Lumpkin & Frese, 2009:763; 
Chang et al., 2007:999), and is constantly implied in the 
literature as a key for success to higher performance 
(Yamada & Eshima, 2009:1).

Although the entrepreneurial orientation construct has 
been widely debated (Covin & Lumpkin, 2011:855), there 
is unfortunately no consensus on matters such as an 
appropriate definition of the construct, its domain or its 
dimensionality (Covin & Lumpkin, 2011:856; George & 
Marino, 2011:992). Three dimensions of entrepreneurial 
orientation, namely Innovativeness, Pro-activeness and 
Risk-taking have been identified and used consistently in 
the literature (Rauch et al., 2009:763) based on the earlier 
research of Miller (1983). For the purpose of this study, 
two additional dimensions of entrepreneurial orientation, 
namely Autonomy and Competitive aggressiveness have 
been included, as viewed by Lumpkin and Dess (1996) to 
be critical to the entrepreneurial orientation concept.

For the purpose of this study, entrepreneurial orientation 
refers to a business’ strategic orientation (Rauch et al., 
2009:763), one which captures the specific entrepreneurial 
aspects of decision-making styles, methods and practices, 
consisting of five independent dimensions, namely 
autonomy, innovativeness, risk-taking, pro-activeness and 
competitive aggressiveness.

In Figure 1 (the hypothesised model), the dimensions of 
entrepreneurial orientation hypothesised as influencing 
the dependent variable, Job satisfaction of the family 
members employed by the business, are depicted, namely 
Autonomy, Innovativeness, Risk-taking, Pro-activeness 
and Competitive aggressiveness. The model proposes that 
the dimensions of entrepreneurial orientation investigated 
in this study positively influence the Job satisfaction of 
active family members in the participating small and 
medium-sized family business.
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FIGURE 1: THE HYPOTHESISED MODEL

Dependent variable

According to Van der Merwe, Venter and Farrington 
(2012:31), job satisfaction in family businesses refers to 
workers who experience their participation in the family 
business as gratifying, worthwhile, as well as having 
their job expectations realised. Vallejo (2009:138) is of 
the opinion that it is important for family businesses to 
maintain high levels of job satisfaction among family 
members.

Independent variables

Among the different conceptualisations of entrepreneurial 
orientation, three dimensions of entrepreneurial 
orientation – Innovativeness, Risk-taking and Pro-
activeness – have been suggested, adopted and 
extensively used in other studies (Covin & Slevin, 1989; 
Wiklund & Shepherd, 2005; Morris, Kuratko & Covin, 

2008; Gürbüz & Aykol, 2009; Richard, Wu & Chadwick, 
2009; Frank et al., 2010). Two other dimensions, 
namely Autonomy and Competitive aggressiveness, 
have also been considered important in measuring 
entrepreneurial orientation (Lumpkin & Dess, 1996; Dess 
& Lumpkin, 2005; Covin, Green & Slevin, 2006). A 27-
item questionnaire measuring the above-mentioned five 
dimensions of entrepreneurial orientation was validated 
in several studies in the South African corporate 
business environment (Lotz, 2009; Malan, 2011; Lotz & 
Van der Merwe, 2013). The researchers, therefore, have 
the opinion that the instrument is suitable to measure 
entrepreneurial orientation in small and medium-sized 
family businesses.

For the purpose of this study, these five dimensions will 
be considered as independent variables influencing the 
dependent variable, The Job satisfaction of active family 
members and will be discussed in this section.
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Autonomy

Autonomy refers to the independent actions of an individual 
or a team in bringing forth an idea or a vision and carrying 
it through to completion (Lumpkin & Dess, 1996:140; Lee 
& Sukoco, 2007:551). Autonomy affords organisational 
members the freedom and flexibility to develop and enact 
entrepreneurial initiatives (Lumpkin, Cogliser & Schneider, 
2009:47). Autonomy in the family business context 
represents a business’s willingness to let family members 
or non-members, lead and work in a business, and to 
act with the highest possible amount of independence in 
pursuing goals or opportunities for the business (Lumpkin 
& Dess 1996:140, Lee & Sukoco, 2007:551). 

Depending on the structure of the business, as well as 
the management style, the principle autonomy is mostly 
applied by the decision makers. Some managers give 
autonomy to a lower level in the business, which creates 
autonomous leaders and also improves decision making 
(Engelbrecht, 2014:44). 

Autonomy, furthermore, constitutes one of the bases 
for innovative and entrepreneurial behaviour (Casillas 
& Morena, 2010:270) and businesses that rely on an 
entrepreneurial orientation to create new value and growth 
must encourage entrepreneurial behaviour by allowing 
employees to act and think more independently (Gürbüz 
& Aykol, 2009:324). Encouragement of autonomy can 
happen by ways of “top-down” or “bottom-up” approaches. 
By using the “top-down” approach, managers support 
programs that promote autonomy and provide incentives 
to employees, who engage in the entrepreneurial process 
and autonomous decision making (Dess & Lumpkin, 
2005:149). According to Dess, Ireland, Zahra, Floyed, 
Janney and Lane (2003:355), such businesses design 
features may be as important to entrepreneurial success 
as the other dimensions of the entrepreneurial orientation. 
Encouragement by way of the “bottom-up” approach 
requires special incentives and structural arrangements 
designed to develop and build support for entrepreneurial 
initiatives (Lumpkin et al., 2009:49).

According to Martin and Lumpkin (2003), family business 
owners restrict their own autonomy by involving more 

people in the decision-making process, resulting in lower 
levels of external autonomy among family businesses, 
than non-family businesses.Regarding internal autonomy, 
family businesses make less use of formal monitoring and 
other control measures than non-family businesses; thus 
indicating more internal autonomy (Arzubiaga, Iturralde & 
Maseda, 2012:444).

When looking at the studies, a case can be made 
as to whether family businesses are suitable or not 
for autonomy to aid performance. Family businesses 
would seem to be suitable, as they involve members 
and non-members granted freedom with regard to 
decision-making (Chrisman, Chua, & Litz, 2004:335-
354). Because family businesses are often privately and 
jointly held, the owners give more leeway to employees, 
because the failed initiatives are concomitant with 
increased autonomy, and are more easily tolerated or 
justified (Carney, 2005: 249-265). The opposite is also 
true, family businesses are inclined to be more autocratic 
and centrally controlled (Dyer & Handler, 1994:71-83), 
which means that decision-making skills are left to a 
single owner or manager, leaving very little room for 
autonomy by other members. 

Autonomy is therefore essential to the process of leveraging 
a business’ existing strengths, identifying opportunities 
and encouraging the development of new ventures and/
or improved business practices (Lassen, Gertsen & Riis, 
2006:361) that could ultimately lead to sustainability of 
the business. Prior research (Rauch et al., 2009) also 
supports the view that autonomy encourages innovation, 
promotes the launching of new ventures and increases 
the competitiveness and effectiveness of businesses. It is 
therefore hypothesised that:

H1: There is a significant relationship between 
Autonomy in the family business environment and 
the Job satisfaction of active family members in 
the participating family businesses.

Innovativeness

Fast changing technologies, changes in customer 
demands, and the growing levels of global competition 
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mean that the day to day business environment is marked 
by continuous fluctuations and challenges (Ireland & 
Webb, 2009:1). Successful businesses, including family 
businesses, should therefore create an environment 
that fosters innovative behaviour to overcome these 
challenges or to exploit opportunities in the marketplace.

Innovativeness reflects a tendency for an enterprise 
to engage in and support new ideas, novelty, 
technological leadership, research and development, 
experimentation, and creative processes that may result 
in new products, services, or technological processes 
(McFadzean, O’Loughlin & Shaw, 2005:353; Lumpkin & 
Dess, 2001:431; 1996:142). The ability of a business 
to continuously develop new products, processes or 
services will lead to a key competitive success factor 
(Drejer, 2006:143), as well as first mover advantages. 
Businesses that lack in this area may unintentionally 
be out of business within a few years (Ramachandran, 
Devaranjan & Ray, 2006:86).

Having an entrepreneurial orientation constitutes a 
commitment to innovation, among other dimensions in 
the strategic process (Kuratko & Audretsch, 2009:3). 
Innovativeness reflects the tendency of the business to 
engage in and support new ideas, as well as creative 
processes that can lead to new products or services 
(McFadzean et al., 2005:353).

Most of the descriptions and definitions of innovation 
represent a starting point from practices or conditions 
already in existence (Schilling, 2005:43). According to 
Johnson (2001:139), the process of innovation can be 
regarded as any change in the product or service which, 
in most instances, is invisible to the user, except for 
physical costs or quantity changes.

Based on this, the following relationship is hypothesised:

H2: There is a significant relationship between the 
implementation of Innovativeness in the family 
business environment and the Job satisfaction of 
active family members in the participating family 
businesses.

Risk-taking 

DeWett (2004:258) defines the term risk as the extent 
to which there is uncertainty about whether potentially 
significant and/or disappointing outcomes of the decision 
could be realised. Sharma and Dave (2011:50) also 
state that risk-taking as an element of entrepreneurial 
orientation may have the biggest impact on the success 
of the business, compared to innovativeness and pro-
activeness.

Risk forms part of the day to day operations of any business 
and almost every decision taken by managers will have a 
risk factor included (Von Stamm, 2008:387). Massive debt 
and substantial resource commitments in relation to a new 
entry are examples of risky behaviour. Risk-taking firms 
show a tendency to “take bold actions such as venturing 
into unknown new markets” (Lumpkin & Dess, 2001:431). 

Family business owners experience two types of risks 
as they manage their businesses. The first, and the 
most common one, is business risk that results from the 
erraticism in a firm’s performance. Some of this risk is 
industry-related, which indicates the pace of change in 
the business’s competitive landscape. This is also true for 
the effects on the company’s earnings, which are affected 
by technology, economy and social changes. The second 
type of risk is firm-related, reflecting the unique qualities of 
the firm and its senior decision makers. Family firms have 
idiosyncratic assets, cultures, and managerial processes 
that induce uncertainty about the consistency of their 
earning streams. The intangible values that create a quality 
business for families (Habbershon, Williams & MacMillan, 
2003:451- 465) could also be a source of this uncertainty. 
The relationship between a high risk-taking propensity and 
the job satisfaction of employees, is however not clear.

Against this background, the following hypothesis is 
subjected to further testing:

H3: There is a significant relationship between the 
practice of Risk-taking in the family business 
environment and the Job satisfaction of active family 
members in the participating family businesses.
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Pro-activeness

Pro-activeness, according to Madsen (2007:187), refers 
to a posture of anticipating and acting on the future 
requirements of the market. First movers can claim 
dominance of the distribution channels (Wiklund & 
Shepherd, 2005:75) - from this it can be construed that 
pro-active businesses are the leaders in the markets and 
not the followers (Sharma & Dave, 2011:47).

It is important to realise that when changes are made to 
a product or service, it does not define pro-activeness, 
but can be a simple reaction to the current market 
situation. According to Lumpkin and Dess (1996:146), 
implementing change in the business, combined with 
analysing future prospects and conditions, will lead 
to a pro-active strategy and competitive advantage. 
Whereas innovativeness refers to a company’s efforts 
to discover potential opportunities, pro-activeness refers 
to a company’s effort to recognise and seize those 
opportunities (Lumpkin et al., 2010:248). Pro-activeness 
is associated with leadership, and not following, as a pro-
active enterprise has the will and foresight to seize new 
opportunities, even if it is not always the first to do so 
(Lumpkin & Dess, 1996:147).

Whereas innovativeness refers to a company’s efforts 
to discover potential opportunities, pro-activeness refers 
to a company’s effort to recognise and seize those 
opportunities (Lumpkin, Brigham & Moss, 2010:248). 
Pro-activeness is associated with leadership, and not 
following, as a pro-active enterprise has the will and 
foresight to seize new opportunities, even if it is not 
always the first to do so (Lumpkin & Dess, 1996:147). 
Pro-activeness, according to Lumpkin and Dess 
(1996:147), is furthermore considered to differ from 
competitive aggressiveness. Pro-activeness relates 
to market opportunity in entrepreneurship by seizing 
initiative and acting opportunistically in order to shape the 
environment, that is, to influence trends and, perhaps, 
even to create demand” (Lumpkin & Dess, 1996:147). 
Competitive aggressiveness, however, relates to market 
opportunity is entrepreneurship related to competitors 
(Callaghan, 2009:70). In terms of this, Pro-activeness 
and Competitive aggressiveness are only related in that 

both relate to the market yet pro-activeness is regarded 
as related to meeting demand, whereas competitive 
aggressiveness is regarded as relating to competing for 
demand (Callaghan, 2009:70).

Against this background, the following relationship is 
hypothesised:

H4: There is a significant relationship between the 
existence of Pro-activeness in the family business 
environment and the Job satisfaction of active family 
members in the participating family businesses.

Competitive aggressiveness

Competitive aggressiveness refers to a firm’s propensity 
to directly and intensively challenge its competitors to 
achieve entry or improve position, that is, to outperform 
industry rivals in the marketplace (Lumpkin & Dess, 
1996:148). Competitive aggressiveness can be reactive 
as well. This means for instance, that a new entry which 
is an imitation of an existing product or service would 
be considered entrepreneurial if the move implies an 
aggressive, head-to-head confrontation in the market. 
It is important to understand the difference between 
competitive aggressiveness and pro-activeness. 
Competitive aggressiveness is how the business relates 
to its competitors and how it responds to the demand in 
the market (Chan, Lin & Chen, 2007:999), this means 
that the main reason for competitive aggressiveness 
is to outperform rivals in the market and to prepare for 
possible competition (Antonicic & Hisrich, 2003:15). Pro-
activeness focuses on meeting the demand.

According to Lumpkin and Dess (1996:148), competitive 
aggressiveness also embraces non-traditional ways of 
competing in an industry, such as new ways of distributing 
or marketing products. Martin and Lumpkin (2003:x) state 
that as later generations are involved in a family business, 
competitive aggressiveness decreases. They claim that 
the so-called family orientation overtakes entrepreneurial 
orientation as the company is passed on through 
generations. According to them, the founding generations 
are more characterised by entrepreneurial concerns, 
while later generations are more characterised by family 
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concerns, which lead to a decreasing entrepreneurial 
orientation in terms of competitive aggressiveness, risk-
taking and autonomy (Martin & Lumpkin, 2003:x). 

Competitive aggressiveness has generally been 
investigated less frequently (Lumpkin & Dess, 2001:431), 
we believe for two reasons. Firstly, similar to Autonomy, 
Competitive aggressiveness has not been part of the 
“original” dimensions of entrepreneurial orientation and 
secondly, prior theory and research have often treated 
Pro-activeness and Competitive aggressiveness as if 
they were interchangeable (Lumpkin & Dess, 2001:431). 
Competitive aggressive behaviour is, however, less 
related to a strategy oriented to growth, since Casillas and 
Moreno (2010:284) argue that it is a reactive behaviour to 
competitors or behaviour in defence of a market position. 

The following relationship is hypothesised:

H5: There is a significant relationship between the 
Competitive aggressiveness of the family business 
and the Job satisfaction of active family members in 
the participating family businesses.

RESEARCH METHODOLOGY

The research method will be discussed in the following 
sections, namely the measuring instrument utilised in the 
study, the study population and sample, data collection 
and statistical analysis.

Measuring instrument

Job satisfaction has been researched by way of structured 
questionnaires that form part of the Minnesota Satisfaction 
Questionnaire (MSQ short form).This questionnaire was 
developed by the University of Minnesota in 1977. The 
design of this questionnaire met the objectives of the 
study, therefore the researcher decided to utilise it. The 
MSQ focuses specifically on intrinsic and extrinsic job 
satisfaction scales, where, unlike intrinsic job satisfaction, 
extrinsic job satisfaction has little to do with the work task 
itself (Buitendach & Rothmann, 2009:2).

The five dimensions of entrepreneurial orientation 
investigated in this study, namely Innovativeness, 
Autonomy, Risk-taking, Pro-activeness and Competitive 
aggressiveness were identified in the literature (Morris et 
al., 2008:54; Covin & Slevin, 1989:76; Lumpkin & Dess, 
1996:139-140; Zahra et al., 1999:50). The items measuring 
the dimensions were compiled based on a study conducted 
by Lotz (Lotz, 2009; Lotz & Van der Merwe, 2013). The 
wording of the items was slightly adapted to be applicable 
to small and medium-sized family businesses. 

Respondents were requested to indicate their extent of 
agreement with each statement (item) by means of a five-
point Likert scale (where 1 indicates they strongly disagree 
and 5 that they strongly agree with the statement).

Study population and sample

The target population of this study was small and medium-
sized family businesses in the Gauteng and North West 
provinces in South Africa. A distinction was made between 
active and inactive family members. For the purpose of 
this study, are active family members defined as those 
family members that are employed or actively involved in 
the management or day-to-day operations of the business. 
Inactive family members are those members part of 
the family (for instance spouses, sons, daughters or in-
laws) that are not actively involved in the management 
or operations of the business. Because entrepreneurial 
behaviour focuses on the management or operations of 
the business, were only active family members involved 
in the study. There is, however, no database of family 
businesses in South Africa available. Therefore it was 
decided to use a convenience sample, by means of 
the snowball sampling technique, to identify the family 
businesses that participated in this study.

A list of 60 family businesses willing to participate in 
the study was compiled as a result of these efforts. The 
sampling technique and methodology are consistent with 
those of other family business researchers who have been 
constrained by the lack of a national database on family 
businesses (Adendorff, 2004; Eybers, 2010; Farrington, 
2009; Sonfield & Lussier, 2004; Van der Merwe & Ellis, 
2007; Venter, 2003). 
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Data collection

The data collection was done two-fold, by distributing the 
questionnaires as hard copies as well as electronically. 
After the distribution, electronic mail messages were sent 
to the participating family businesses, to thank them for 
their willingness to participate in the study, to explain 
the purpose of the study, as well as to assure them of 
the confidentiality with which the information would be 
handled. In the study, research codes were used instead 
of identifying information, so as to protect participants’ 
answers when data documents were stored or out in the 
open. Having the data identified by a study code, protected 
the identity of the participants. Follow-up communication 
with regard to the completion of the questionnaires and to 
resolve any problems that may have surfaced was initiated 
verbally and electronically.

Over the six week period, phone calls as well as e-mails 
were sent to the respective businesses, reminding them 
of the due date as well as to make arrangements for the 
collection of the questionnaires. This was also done to 
ensure that as many as possible questionnaires were 
collected and used for the analysis of the study. Despite 
these precautions, there were still businesses that failed to 
complete or return some of the questionnaires.

A total of 145 questionnaires were distributed and a total of 
102 usable questionnaires were returned for this sample. 
This constitutes a response rate of 70.34% and a sample 
size of 43 family businesses.

Statistical analysis

Because of the relative small sample, the data could not 
be subjected to an exploratory factor analysis to assess 
the construct validity of the measuring instrument to this 
specific sample. The 27 item-scale instrument utilised to 
measure the entrepreneurial orientation in this study, was, 
however, validated by a previous study by Lotz (2010).

The reliability of the scales used to measure the dependent 
variable, Job satisfaction, as well as measuring the five 
dimensions of entrepreneurial orientation, was assessed 
by calculating the Cronbach alpha coefficients. The 
relationships between the independent and dependent 
variables were examined by means of multiple linear 
regression analysis. The above analyses were done 
making use of Statistica (Statsoft, 2013) and PASW 
Statistics (PASW, 2013).

RESULTS AND DISCUSSION

Demographic information

The majority of the 102 participating active family 
members were under the age of 40 years (44.2%), 28.4% 
between the ages of 40 and 49, with 27.5% over the age 
of 50 years. Furthermore, two thirds of the respondents 
were male (65.7%) and one third females (34.3%). All the 
businesses that participated in this study (n = 43) can be 
categorised as small and medium-sized family businesses 
(fewer than 200 employees).

Reliability of the measuring instrument

To assess the internal consistency of the items measuring 
the various factors under investigation, Cronbach alpha 
coefficients were calculated (Bryman & Bell, 2007:164). 
Coefficient alpha measures internal consistency by 
computing the average of all split-half reliabilities for 
a multiple-item scale (Zikmund & Babin, 2007:322). 
The coefficient varies between 0 for no reliability, and 
1 for maximum reliability (Kent, 2007:142). Nunnally 
and Bernstein (1994:265) suggest that, for acceptable 
reliability, the Cronbach alpha coefficient should be 
greater than 0.7. Cronbach alpha coefficients were, 
therefore, calculated in order to establish the internal 
consistency between the items of the questionnaire 
(Page & Meyer, 2000:292).
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TABLE 1: CRONBACH ALPHA COEFFICIENT OF VARIABLES

Variable Cronbach alpha coefficient

Dependent variable

Job satisfaction 0.957

Independent variables

Autonomy 0.807

Innovativeness 0.906

Risk-taking 0.855

Pro-active 0.761

Competitive 
aggressiveness 0.802

The results in Table 1 suggest that the proposed 
instruments utilised to measure the dependent and 
independent variables are reliable with no scores below 
the cut-off value of 0.7.

Multiple regression analyses  
results 

In order to determine whether the independent variables – 
Autonomy, Innovativeness, Risk-taking, Pro-activeness 
and Competitive aggressiveness– have an influence 
on the dependent variable Job satisfaction, a multiple 
regression analysis was performed. Factor scores for 
each participant were computed as the average of all 
items contributing to the relevant factor, automatically 
replacing missing values by means of substitution. 
The results of the multiple regression analysis for the 
influence of the independent variables on the dependent 
variable are presented in Table 2.

TABLE 2: MULTIPLE REGRESSION RESULTS: IMPACT OF THE INDEPENDENT VARIABLES ON THE DEPENDENT VARIABLE JOB 

SATISFACTION

Model
Non-standardised 

coefficients
Standardised 
coefficients t-value p-level

B Std. Error Beta

(Constant) 0.8686 0.2537 3.4233 0.0009

Autonomy 0.2450 0.0887 0.2709 2.7612 0.0069**

Innovativeness 0.2809 0.1315 0.2813 2.1352 0.0353**

Risk-taking 0.1684 0.0860 0.2047 1.9583 0.0531

Pro-activeness 0.0920 0.0987 0.0979 0.9327 0.3533

Competitive aggressiveness 0.0402 0.0761 0.0462 0.5281 0.5987

2R =0.637 (** p<0.05)
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Table 2 indicates that, in practice, a significant percentage 
(63.70%) of the variation in job satisfaction of the active 
family members in the participating family businesses was 
explained by the different components of entrepreneurial 
orientation, namely autonomy, innovativeness, risk-taking, 
pro-activeness and competitive aggressiveness.

The finding indicate a significant positive relationship 
between the independent variables Autonomy (2.7612; p = 
0.0069) and Innovativeness (2.1352; p = 0.0353) and the 
dependent variable of Job satisfaction, respectively. No 
significant relationship between Risk-taking (at the 95% 
level), Pro-activeness and Competitive aggressiveness 
with regard to job satisfaction could be established.

The hypotheses that there was a significant positive 
relationship between autonomy (H1) and innovativeness 
(H2) and job satisfaction respectively, were therefore 
accepted. The hypotheses concerning the relationship 
between risk-taking (H3), Pro-activeness (H4) and 
competitive aggressiveness (H5), and entrepreneurial 
orientation respectively, were rejected.

The positive regression coefficient indicated that the job 
satisfaction of the family business was related to autonomy 
and innovativeness of the participating family members, 
but no relationship between risk-taking, pro-activeness 
and competitive aggressiveness could be established 

CONCLUSION AND RECOMMENDATIONS

The objective of this study was to investigate the 
relationship between the entrepreneurial orientation of 
small and medium-sized family businesses in South Africa 
and the job satisfaction by the active family members in 
their respected family businesses. 

The results show that active family members in the 
participating family businesses perceived the following 
entrepreneurial orientation factors as influencing the Job 
satisfaction of active family members, Autonomy and 
Innovativeness. Put differently, family businesses that 
encourage family member employees to manage their 
own work without continual supervision and being allowed 

flexibility to be creative and try different methods to do 
their jobs, as well as family businesses that encouraged 
new ideas, processes and methods, are more likely to be 
perceived high job satisfaction by active family members.

No significant positive relationships were however 
found between the factors measuring Risk-taking, Pro-
activeness and Competitive aggressiveness and the 
perceived high Job satisfaction of active family members 
of the participating family businesses. 

When viewing job satisfaction and the constructs of 
entrepreneurial orientation, it is clear that Autonomy 
(p-value = 0.0069 and Innovativeness (p-value = 0.03535) 
have the biggest impact. Autonomy controls how family 
members feel regarding the way they are able to do 
their work, such as without continual supervision, being 
creative, managing their own work, and having the 
flexibility to resolve problems. This will ultimately have a 
positive effect on job satisfaction.

Innovations promote new ways of doing business and 
make it interesting. It teaches alternative ways of doing 
day-to-day jobs, boosts job satisfaction, and also increases 
the intrinsic value of job satisfaction.

To enhance the entrepreneurial orientation in small 
and medium-sized family businesses, a number of 
recommendations are put forward. Firstly, because an 
entrepreneurial orientation has its roots in the strategy-
making process, it is recommended that entrepreneurship 
becomes the strategic way of thinking (dominant logic) 
within these businesses. This can be done by specifically 
including the word “entrepreneurship” in the vision 
statement of the business, setting goals and developing 
strategies for entrepreneurship. The focus of the business 
then becomes opportunity identification, discovery of new 
sources of value, and product and process innovation that 
could lead to greater success.

It is the task of management to create an environment in 
which workplace autonomy can be fostered. Furthermore, 
autonomy must actually be granted to family members 
and non-family employees to enable them to exploit new 
opportunities and ideas. In this regard, task objectives 
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should be framed in such a way that they are clear but 
defined in broad terms to allow them the freedom to 
pursue a number of different approaches to perform their 
tasks. 

Being innovative and acting on wants and needs in the 
marketplace is vital to the entrepreneurial orientation in 
businesses. Family businesses must therefore constantly 
monitor the external environment and, importantly, 
disseminate this information among all family members 
and non-family member employees with the view of 
seeking new opportunities and ideas. New opportunities 
and ideas need to culminate into new products/services/
processes. Goals and objectives need to be set for 
innovation. This must include the type of innovation 
as well as the number of innovative products/services/
processes required. An integrative approach to the type 
of innovation is recommended and goals and objectives 
must be developed for both incremental innovations as 
well as radical innovations.

The adversity to risk-taking in family businesses must be 
addressed. Risk-taking behaviour needs to be encouraged 
in family businesses by articulating to family members as 
well as non-family employees that risk-taking behaviour is 
acceptable. The senior generation owner-manager should 
take the lead in this regard. Naturally, employees will be 
sceptical and it may be necessary to set boundaries for 
risk-taking behaviour by explaining the types of risk-taking 
behaviour that will be acceptable. Family businesses 
must, therefore, develop rules and procedures regarding 
risk-taking behaviour and identify areas where risk-taking 
would be acceptable as well as the level of risk that would 
be tolerated.

Finally, in today’s dynamic and uncertain competitive 
environment, successful small and medium-sized 
family businesses will be those in which entrepreneurial 
behaviour will be used to explore opportunities to build 
a foundation for future success. The senior generation 
should, therefore, foster a culture of actively searching for 
new opportunities in the business environment and also 
set ground rules for pursuing opportunities. The utilisation 
of opportunities within the ground rules could ensure the 
longevity of these businesses. 

LIMITATIONS AND SUGGESTIONS FOR 
FURTHER RESEARCH

This study has attempted to make a contribution to 
the body of knowledge on the relationship between 
entrepreneurial orientation and the job satisfaction of 
active family members of South African small and medium-
sized family businesses. Although there is general 
consensus in the literature on the dimensions measuring 
entrepreneurial orientation, there is a lack of research 
done on job satisfaction of active family members in small 
and medium-sized family businesses. The relationship 
between entrepreneurial orientation and job satisfaction is 
also not well researched. More research is still needed on 
these relationships. 

Another limitation is that, when measuring the variables, 
this study relied entirely on the perceptions of the 
respondents. To close the gap between perception and 
reality, future research could be designed to collect 
longitudal data. 

Because no data base exists of family businesses in South 
Africa, the researchers had to use snowball sampling to 
identify family businesses. The findings can therefore 
not be considered to be representative of all small and 
medium-sized family businesses in South Africa. Care 
should therefore be exercised in the interpretation and 
utilisation of the results, and the findings of the study 
cannot be generalised to all small and medium-sized 
family businesses in South Africa. In other words, the 
typical small and medium-sized family business could be 
underrepresented in the sample.

The instrument measuring entrepreneurial orientation is 
developed to measure the entrepreneurial behaviour in 
corporate organisations. Limited research is, however, 
been done on the entrepreneurial orientation of small 
businesses or family businesses. Although the exploratory 
factor analysis of the measuring instrument assessing the 
entrepreneurial orientation in previous studies provides 
some evidence of construct validity and reliability, further 
research is, however, needed before the measuring 
instrument can be utilised to diagnose these issues in 
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small and medium-sized family businesses. This is also 
valid in terms of the instrument utlised in this study to 
measure the job satisfaction of active family members. 
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A PROPOSED INSTRUMENT TO MEASURE WOMEN OWNER-
MANAGER COMMITMENT IN SMALL AND MEDIUM-SIZED 

BUSINESSES

ABSTRACT

A need exists for research on the commitment of women 
owner-managers in businesses. The objective of this 
study was to validate the three-component model of 
organisational commitment developed by Mayer and Allen 
to measure the commitment of women owner-managers 
in small and medium-sized businesses. The respondents 
were identified by means of a convenience snowball 
sampling technique, and the survey yielded 125 useable 
questionnaires. To assess the validity and reliability of the 
measuring instrument, the data collected were analysed 
by means of an exploratory factor analysis and Cronbach 
alpha coefficients were calculated. In this study, four 

factors describing the theoretical dimensions of Affective 
commitment, Continuance commitment1, Continuance 
commitment2 and Normative commitment were extracted. 
Based on the empirical results, it is proposed that women 
owner-managers’ commitment in small and medium-sized 
businesses can be measured with a 23-item instrument 
adapted from the Meyer and Allen three-component model 
of organisational commitment measuring four underlying 
dimensions. This conclusion is based on evidence of 
validity and reliability.

Keywords: Women entrepreneurs; women owner-
managers; organisational commitment; small and medium-
sized businesses
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INTRODUCTION AND PROBLEM 
STATEMENT

South Africa has high poverty rates, high unemployment 
rates and low standards of living, especially in rural areas 
and among women, despite the fact that South Africa’s 
economy is growing slowly (Jiyane, Majanja, Mostert 
& Ocholla, 2013:6). According to Xavier, Kelley, Kew, 
Herrington and Vorderwülbecke (2012:10), entrepreneurs 
contribute to the global economy by creating new jobs and 
developing businesses by growing their businesses.

Female entrepreneurship is very important for economic 
growth in developing countries such as South Africa 
(Entrepreneur of the Year (EOY), 2012). According to 
Statistics South Africa (2014), women makes up 51.3% of 
the population in the census in from 2011, which means that 
South African women are very important for South Africa’s 
economy.

Organisational commitment has been the focus of many 
studies, as it is strongly related to work-related attitudes 
and behaviour (Matzler & Renzl, 2007:592; Hult, 2005). 
Organisational commitment is commonly defined as the 
personal sacrifices one makes toward an organisation’s 
survival, cohesion between an individual and other people 
in the organisation, and acceptance of the business’ norms 
(Letele-Matabooe, 2012:16). Organisational commitment 
is therefore a bond to the whole organisation, not to a job 
or work group. It encompasses an employee’s belief in 
the organisation’s goals and values, a desire to remain a 
member of the organisation, and loyalty to the organisation 
(Yiing & Ahmad, 2009:56). 

Meyer and Allen (Meyer & Allen, 1991; Allen & Meyer, 1990) 
developed their three-component model of organisational 
commitment based on the observation that there were 
both similarities and differences in existing unidimensional 
conceptualisations of organisational commitment (Meyer 
& Herscovitch, 2001:305). Common to all, the belief was 
that commitment binds an individual to an organisation, and 
thereby reduces the likelihood of turnover in personnel. The 
key differences in the conceptualisation of organisational 
commitment were in the mind-sets presumed to 
characterise the commitment. These mind-sets, according 

to Meyer and Herscovitch (2001:305), reflected three 
distinguishable themes, i.e. affective attachment to the 
organisation, perceived cost of leaving, and obligation to 
remain. Meyer and Allen argued that commitment might 
be accompanied by one or more of these mind-sets, and 
therefore incorporated all three in their three-component 
model. To distinguish among commitments characterised 
by these different mind-sets, they labelled them Affective 
commitment, Continuance commitment and Normative 
commitment (Meyer & Herscovitch, 2001:305).

Against this background, the primary objective of this study 
is to propose an instrument, based on the three-component 
model of organisational commitment developed by Meyer 
and Allen, to investigate organisational commitment by the 
owner-managers in women-owned small and medium-
sized businesses. For the purpose of this study, a small 
and medium-sized women-owned business is defined as a 
business where a woman owns at least 51% of the equity 
of the business; the business is managed by a women; and 
the business employs fewer than 200 full-time employees 
(South African National Small Business Act, 1996; National 
Small Business Amendment Act, 29/2004: 2).

AN OVERVIEW OF THE UNIQUE CHALLENGES FACED 
BY WOMEN ENTREPRENEURS

Recent studies have found that women entrepreneurship 
is increasing drastically (Kautonen & Palmroos, 2010:292; 
Tsuchiya, 2010:143). According to Kelley, Brush, Greene 
and Litovsky (2012:6), the GEM report found that there 
were 126 million women who started and were running a 
business in 67 economies globally. 

The Business Environment Specialists (SBP) stated 
that one of the most significant economic and social 
development factors are the growing number of women 
entrepreneurs; these growing numbers could not 
have been imagined a few years ago. The Business 
Environment Specialists (SBP) estimates that women 
entrepreneurs make up a third of the businesses in the 
formal sector. Therefore, it has been indicated by the 
Business Environment Specialists (SBP) that women’s 
roles are not redefined, but completely shifted in the global 
economy.
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Women are very important for social and economic growth 
as they are contributing considerably to employment 
generation, innovation as well as wealth. More focus 
should therefore be placed on women entrepreneurship 
(Osman, Rashid, Ahmad & Rajput, 2011:235; Brush, De 
Bruin & Welter, 2009:8). Huarng, Mas-Tur and Hui-Kuang 
Yu (2012:487) agree that women entrepreneurs are a 
contributing factor for job creation as well as economic 
growth. 

The Business Environment Specialists (SBP) emphasises 
that women entrepreneurs focus more on specific 
industries with low entrance requirements, such as retail 
and services. These women also create jobs for other 
people, it has been found that 48 million entrepreneurs and 
64 million business owners employ one or more people. 
Women entrepreneurs have been found to have smaller 
businesses, fewer employees, women-owned businesses 
grow slower and the businesses also grow to a smaller 
level compared to men (Kelley et al., 2012: 33).

Ojong (2006: 143) highlights that women bring special 
expertise (ethos, methods, risks and opportunities) 
and confidence to their own businesses that they have 
acquired from their families and associates through 
observing, imitating and hands-on practice. A successful 
women entrepreneur is confident, innovative, creative and 
capable of achieving economic independence individually 
or in collaboration, to generate employment opportunities 
for others through initiating, establishing and running an 
enterprise by keeping pace with her personal, family and 
social life (Krishnan & Kamalanabhan, 2013:41).

According to Mbogo (2010:164), women entrepreneurs 
are making use of social networks to do business and 
advertise their products and services, and they use their 
cell phones to make payments and do cell phone banking. 
This is a very cost efficient way as there are no extra 
infrastructure needed and most people do have access 
to cell phones. Ukpere, Slabbert and Ukpere (2014:554) 
state that women are leading the small and medium 
enterprise social revolution

Ukpere et al. (2014: 553) said that women often pursue 
careers that they are passionate about. This increases 

the commitment that women have towards their business. 
Women’s businesses, furthermore, have been financially 
successful because the women entrepreneurs keep up 
with modern times and make use of social networks. 
Women also include the social networks in their business 
plans (Ukpere et al., 2014: 555).

It should, however, be noted that the TEA rate of 6% 
for women entrepreneurs is very low compared to the 
total of 27% for efficiency-driven economies (Xavier et 
al., 2012: 60). The TEA rate is so low, because women 
are traditionally seen as the caretaker of the family 
and are more inclined to be fulfilled by work-family 
enrichment than men (Powell & Eddleston, 2013: 274). 
Women entrepreneurs should, therefore, overcome 
unique challenges to be successful, especially in a male-
dominated business environment. 

OPERATIONALISATION OF THE VARIABLES 
MEASURING COMMITMENT

Research on organisational commitment spans over four 
decades and remains an area of interest to both researchers 
and practitioners (Somers, 2008:75). Organisational 
commitment refers to an attitude of an employee vis-
à-vis the organisation, reflected in a combination of 
affect (emotional attachment, identification), cognition 
(identification and internalisation of its goals, norms, and 
values), and action readiness (a generalised behavioural 
pledge to serve and enhance the organisation’s interests) 
(Solinger, Van Olffen & Roe, 2008:80). 

Yiing and Ahmad (2009:56) and Letele-Matabooe (2012) 
define organisational commitment as the acceptance 
of the organisation’s norms by all the individuals in the 
organisation and the sacrifices that are made in order to let 
the company survive. By doing this, a person is involved 
with the whole organisation’s values, goals and beliefs and 
will be loyal towards that organisation (Yiing & Ahmad, 
2009:56). This loyalty is based on the perception that an 
individual is bound to the company, which reduces the 
staff turnover rate. Martin and Roodt (2008:24) state that 
organisational commitment is a bond or linkage between 
an individual and an organisation. 
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Commitment, according to De Clerq and Ruis (2007:483), 
is higher for men than women and is also dependent on 
a person’s age (Levesque & Minniti, 2006:178). De Clerq 
and Ruis (2007:483), furthermore, found that the smaller 
the business, the more committed the people will be by 
working longer hours.

According to Matzler and Renzl (2007:592), a person’s 
attitude and behaviour at work are related to a person’s 
organisational commitment. Lesabe and Nkosi (2007:37) 
state that organisations need employees who are willing 
to go beyond their job description and engage in extra-
role behaviours. Individuals will behave according to their 
emotional attachment and their internal goals to make 
the organisation succeed. Krishnan and Kamalanabhan 
(2013:44) found that women seem to be more committed 
to their business in order to avoid business failure. 

By focusing on organisational commitment, it will reveal 
the problems the organisation might face internally and it 
can be resolved and these problems can be addressed 
(Lesabe & Nkosi, 2007:37). If problems are addressed, it will 
help in the battle to prevent a business to fail. A committed 
and determined entrepreneur will be able to overcome 
any problems the business might face. Commitment and 
determination will be able to compensate for any other 
weakness the entrepreneur might have (Spinelli & Adams, 
2012:37).

Spinelli and Adams (2012:39) confirm that entrepreneurs 
face pressures and by being committed and determined 
an entrepreneur has many sacrifices, because an 
entrepreneur needs to spend time with the business, 
be loyal and be emotionally attached. Being committed 
means that an entrepreneur is willing to invest in the 
business, willing to take a cut in pay and make sacrifices 
in his lifestyle as well as with the family (Spinelli & Adams, 
2012:39). Krishnan and Kamalanabhan (2013:44) argue 
that women are more committed, because they work 
longer hours in order to make their business a success 
and because they feel obligated towards the employees.

Commitment, according to Somers (2008:75), was 
initially defined and studied as a unidimensional construct 
tied to one’s emotional attachment to an organisation 

(Porter, Steers, Mowday & Boulian, 1974) or to the costs 
associated with exit (Becker, 1960). Later on, these views 
of commitment converged and a new, multi-dimensional 
framework was adopted based on three distinct forms of 
commitment, i.e. affective, continuance and normative 
(Allen & Meyer, 1990). 

Meyer and Allen (1987) initially proposed that a 
distinction be made between affective and continuance 
organisational commitment, with affective commitment 
denoting an emotional attachment to, identification with, 
and involvement in the organisation, and continuance 
commitment denoting the perceived costs associated 
with leaving the organisation (Meyer, Stanley, Herscovitch 
& Topolnytsky, 2002:21). Allen and Meyer (1990) 
later suggested a third distinguishable component of 
commitment, normative commitment, which reflects a 
perceived obligation to remain with the organisation 
(Meyer et al., 2002: 21). Organisational commitment, 
according to Meyer and Herscovitch (2001:300), is 
therefore characterised by distinguishable ‘mind-sets’ that 
shape the behaviour of an individual, namely affective, 
continuance, and normative commitment. Two more mind-
sets, i.e. calculative and imperative commitment, were 
added later (Sharma & Irving, 2005; Meyer & Herscovitch, 
2001:300).

For the purpose of this study, organisational commitment 
refers to employees, specifically women owner-managers, 
having pride in the business, an emotional attachment and 
a sense of belonging to the business, and a willingness to 
put in a great deal of effort to ensure its success (Letele-
Matabooe, 2012:16). 

Evidence supports the distinct nature of these three 
components of organisational commitment (Lok & 
Crawford, 2001:595; Allen & Meyer, 1996; Meyer & Allen, 
1991; Allen & Meyer, 1990) and each of the components 
will now be discussed. 

Affective commitment

Affective commitment refers to the employee’s emotional 
attachment to, identification with, and involvement in the 
organisation (Meyer & Allen, 1991:67). Aamodt (2004:323) 
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adds that Affective commitment reflects the extent to which 
an employee wants to remain with an organisation, cares 
about the organisation, and is willing to exert effort on its 
behalf. It also reflects an employee’s acceptance of and 
excitement about the organisational goals (Greenberg, 
1994:85). Several scholars have investigated affective 
organisational commitment in organisations (Landry, 
Panaccio & Vandenberge, 2010:285; Yiing & Ahmad, 
2009:53; Solinger et al., 2008:70; Jernigan, Beggs & 
Kohut, 2002:565; McElroy, Morrow & Wawdlow, 1999:509; 
among others). 

According to Sharma and Irving (2005:17), an individual 
with high Affective commitment to an organisation portrays 
a strong belief in, acceptance of, and excitement about 
organisational goals and there exists a strong desire to 
contribute to these goals. He or she perceives a possibility 
of simultaneously contributing to the organisation, as well 
as satisfying his or her personal ambitions and career 
aspirations. Furthermore, such persons exhibit a high 
level of confidence in their own abilities to make a positive 
contribution to the organisation (Sharma & Irving, 2005:17). 
The overarching mind-set that drives the individual’s 
commitment to the business is the fact that he ‘wants to’ 
pursue such a career. Finally, Affective commitment is 
viewed as one of the most important factors in supporting 
change, as it promotes knowledge interaction between 
employees (Chirico & Salvato, 2008:176). 

For the purpose of this study, Affective commitment will be 
measured by the following eight items: I would be happy 
to spend the rest of my career with the business; I enjoy 
discussing the business with people outside it; I feel as if 
the business’ problems are my own; I do not think I could 
become as attached to another organisation as I am to the 
business; I feel like “part of the family” at the business; I 
feel emotionally attached to the business; The business 
has personal meaning for me; and, I feel a strong sense of 
belonging to the business. 

Continuance commitment

Continuance commitment refers to an awareness of the 
cost associated with leaving the organisation (Meyer & 
Allen, 1991:67) and is based on the ‘cost-avoidance’ 

mind-set (Sharma & Irving, 2005:20). Continuance 
commitment of employees, therefore, refers to the 
intentional, rational comparison between the costs 
and benefits associated with staying and leaving the 
business (Letele-Matabooe, 2012:51; Yiing & Ahmad, 
2009:53; Jernigan et al., 2002:565) and is an indication 
of the extent to which an employee believes that he/she 
must remain with an organisation because of the time, 
expense and effort already put into the organisation, or 
the difficulty in finding another job (Letele-Matabooe, 
2012:51). Continuance commitment can, however, 
include different mind-sets. For example, employees 
may dislike their job and want to leave their current 
position, but may realise that no other organisation 
will hire them or give them the salary they desire 
(Aamodt, 2004:323). McElroy et al. (1999:510) assert 
that one’s attachment to an organisation is based 
on the investment one has accumulated by virtue of 
membership of the organisation and the perceived cost 
of leaving the organisation. In other words, employees 
feel a psychological commitment to an organisation 
because they believe they have to (Letele-Matabooe, 
2012:51). Vallejo (2008:380) mentions that anything 
that increases the cost associated with leaving an 
organisation has the potential to create continuance 
commitment.

Meyer and Herscovitch (2001:305) emphasised that 
there is some disagreement over whether Continuance 
commitment is a unidimensional or multi-dimensional 
construct; however, some studies provide evidence 
for the presence of two dimensions (Sharma & Irving, 
2005:20; Meyer, Allen & Gellatly, 1990). One dimension 
of Continuance commitment reflects perceived 
sacrifices or costs associated with leaving. Sharma and 
Irving (2005:21) label this dimension of continuance 
commitment as Calculative commitment. The second 
dimension is the recognition of a lack of alternative 
employment opportunities, which Sharma and Irving 
(2005:21) call Imperative commitment.

Continuance commitment of women owner-managers 
will be measured by an eight-item scale. These items 
are: It would be hard for me to leave the business right 
now even if I wanted to; My life would be disrupted if I 
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decided I wanted to leave the business now; I am afraid 
of what might happen if I quit my job without having 
another one lined up; It would be costly for me to leave 
the business now; Right now, staying with the business 
is a matter of necessity as much as desire; I feel that I 
have few options to consider leaving the business; One 
of the serious consequences of leaving the business 
would be scarcity of available alternatives; One of the 
major reasons I continue to work with the business is 
that leaving would require personal sacrifice – another 
organisation may not match the overall benefits I have.

Normative commitment

Normative commitment reflects a feeling of obligation to 
continue employment (Meyer & Allen, 1991:67). Normative 
commitment, therefore, refers to the extent to which an 
employee feels obligated to an organisation and, as a 
result of this obligation, feels that he/she must remain 
with the organisation (Landry et al., 2010:286; Solinger 
et al., 2008:70). Congruence between an employee’s 
goals and values and that of the organisation makes an 
employee obligated to the organisation (Suliman & Isles, 
2000:408). Normative commitment develops when an 
employee is given his/her first job by an organisation, 
is mentioned by their manager and is trained at great 
cost to the organisation. As a result of this investment in 
him/her, the employee feels ethically obliged to remain 
with the organisation (Aamodt, 2004:323; Jernigan 
et al., 2002:565). McElroy et al. (1999:510) propose 
that normative commitment is the newest variation of 
psychological attachment to the organisation. 

Normative commitment is therefore based on a person’s 
feeling of obligation to work for the business (Sharma 
& Irving, 2005). An individual with high normative 
commitment would feel obligated to remain with the 
organisation and there is a sense of being ‘locked into’ 
the organisation, although the individual may not perceive 
this negatively (Meyer & Allen, 1991). As in the case of 
affective commitment, the focal behaviour exhibited in 
the case of normative commitment is a decision to pursue 
a career in the business. Unlike affective commitment, 
however, the push factor is an experienced obligation to 
do so, rather than an intrinsic desire to indulge in such 

behaviour (Sharma & Irving, 2005:19). The mind-set that 
drives the individual is a feeling that he or she ‘ought to’ 
pursue a career in the business.

For the purpose of this study, Normative commitment 
among women owner-managers will be measured 
by the following eight items: I think that people these 
days move from organisation to organisation too often; 
I believe that a person must always be loyal to his/her 
organisation; Jumping from organisation to organisation 
seems unethical to me; I believe that loyalty is important 
and therefore I feel a strong sense of moral obligation to 
remain; If I get another offer for a better job elsewhere, 
I would not feel it was right to leave the business; I was 
taught to believe in the value of remaining loyal to one 
organisation; Things were better in the days when people 
stayed with one organisation for most of their careers; 
and, I think that wanting to be “a company man” or 
“company woman” is sensible.

RESEARCH METHODOLOGY

Development of the measuring instrument

With regard to the items measuring women owner-
manager’s commitment, the three-component model of 
Meyer and Allen (Allen & Meyer, 1990:6, 7) was used. 
The three components of organisational commitment, 
Affective commitment, Continuance commitment and 
Normative commitment of women owner-manager’s, 
were measured by means of 24 items. The items 
measuring the variables were assessed on the basis 
of a five-point Likert-type scale ranging from strongly 
disagree (1) to strongly agree (5).

Study population

The target population of this study was small and 
medium-sized businesses in South Africa owned and 
managed by women. Because there is no database 
of women-owned small and medium-sized businesses 
available in South Africa, it was decided to use a 
convenience sample, by means of the snowball sampling 
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technique, to identify the women-owned businesses that 
participated in this study (Page & Meyer, 2000:100). To 
generate a preliminary list of women-owned businesses, 
well-known business people were contacted in various 
regions in South Africa. These business people then 
acted as informants and identified potential businesses 
for inclusion in the sample. The latter then identified a 
further set of women-owned businesses. These referrals 
were subsequently contacted telephonically to confirm 
that they adhere to the definition of small and medium-
sized women-owned businesses used in this study. A 
list of 225 women owner-managers willing to participate 
in the study was compiled as a result of these efforts.

Data collection

Questionnaires were distributed via e-mail and personal 
delivery to participants. The aim was to distribute 
questionnaires to a wide variety of business sectors. 
Business sectors included were: retail trade, restaurant 
and food industry, beauty and skin care, hair stylists, 
financial services and education. 

Questionnaires were collected from the respondents 
after a week. A total of 125 usable questionnaires were 
returned from the sample, which constitutes a response 
rate of 55.55% in total. Participants cited limited time 
available and busy work schedules as the main reasons 
for non-returns during the process.

Statistical analysis

The data collected were statistically analysed using 
STATISTICA (StatSoft, 2012) and IBM SPSS (IBM 
SPSS, 2012). The construct validity of the measuring 
instrument was assessed by means of an exploratory 
factor analysis, while the reliability of the measuring 
instrument was assessed by calculating Cronbach 
alpha coefficients. 

EMPIRICAL RESULTS

Demographic information

The majority of the 125 participating women owner-
managers were under the age of 40 years (38.4%), 28.0% 
between the ages of 40 and 49, and 32.8% over the age of 
50 years. All the businesses that participated in this study 
(n = 125) can be categorised as small and medium-sized 
businesses (fewer than 200 employees).

Construct validity and reliability results

Exploratory factor analyses were individually performed 
on the three components of women owner-manager 
commitment, i.e. Affective commitment, Continuance 
commitment and Normative commitment of the women 
owner-managers. The reason for this was to investigate 
whether the components have a unidimensional or multi-
dimensional structure. Kaiser’s criterion was used to 
determine the number of factors to be extracted, namely 
to retain factors with eigenvalues greater than one (Field, 
2009:647). As recommended by Field (2009:644), factor 
loadings greater than 0.40 were considered significant.

With regard to the first factor analysis investigating 
Affective commitment of the women owner-managers, 
an exploratory factor analysis with a principal component 
analysis factoring extraction method was performed. A 
Kaiser-Meyer-Olkin value of 0.807 indicates that patterns 
of correlations are compact and that factor analysis 
should yield reliable factors (Field, 2009:647). One 
factor, explaining 46.61% of the variance in the data, was 
extracted. Seven of the eight items originally intended to 
measure the latent variable Affective commitment among 
women owner-managers loaded onto the factor Affective 
committed, as expected. One item, I enjoy discussing 
the business with people outside it, did not load to a 
sufficient extent and was deleted. Affective commitment 
among women owner-managers refers to her emotional 
attachment to, identification with, and involvement in the 
organisation. The factor matrix is presented in Table 1.
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TABLE 1: FACTOR MATRIX OF THE VARIABLE AFFECTIVE COMMITMENT

Items Factor: Affective 
commitment

The business has personal meaning for me. 0.811

I feel a strong sense of belonging to the business. 0.785

I feel emotionally attached to the business. 0.736

I feel like “part of the family” at the business. 0.696

I would be happy to spend the rest of my career with the business. 0.669

I do not think I could become as attached to another business as I am to the business. 0.592

I feel as if the business’ problems are my own. 0.408

Cronbach alpha coefficient 0.738

With regard to the exploratory factor analysis investigating 
Continuance commitment of women owner-managers, 
an exploratory factor analysis with a principal component 
analysis factoring extraction method with an Oblimin 
rotation with Kaiser normalisation was performed. A Kaiser-
Meyer-Olkin value of 0.875 again indicates that patterns of 
correlations are compact and that factor analysis should 
yield reliable factors (Field, 2009:647).

Two factors, explaining 59.58% of the variance in the 
data, were extracted. The variable therefore splits into two 
factors. All the items demonstrated sufficient discriminant 
validity by loading to a sufficient extent and, therefore, no 
items were deleted. The Oblimin-rotated factor matrix of 
the independent variable investigating the latent variable 
Continuance commitment of women owner-managers is 
presented in Table 2.

TABLE 2: FACTOR MATRIX OF THE VARIABLE CONTINUANCE COMMITMENT

Items Factor 1: Continuance 
commitment1

Factor 2: Continuance 
commitment2

One of the serious consequences of leaving the business 
would be scarcity of available alternatives. 0.845 0.043

I feel that I have few options to consider leaving the business. 0.823 0.213

Right now, staying with the business is a matter of necessity 
as much as desire. 0.580 -0.218

I am afraid of what might happen if I quit my job (leaving the 
business) without having another one lined up. 0.496 -0.415

One of the major reasons I continue with the business is that 
leaving would require personal sacrifice – another business 
may not match the overall benefits I have.

0.463 -0.394
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Items Factor 1: Continuance 
commitment1

Factor 2: Continuance 
commitment2

It would be hard for me to leave the business right now even 
if I wanted to. -0.168 -0.915

My life would be disrupted if I decided I wanted to leave the 
business now. -0.030 -0.833

It would be costly for me to leave the business now. 0.256 -0.593

Cronbach alpha coefficient 0.765 0.733

Five of the eight items originally intended to measure 
the latent variable Continuance commitment of women 
owner-managers loaded onto one factor. Factor 1 was 
labelled Continuance commitment1. Three of the eight 
items loaded onto Factor 2, labelled Continuance 
commitment2. Although Sharma and Irving (2005) also 
found in their study that Continuance commitment split 
into two factors, their labelling of the two factors as 
Calculative commitment (the perceived sacrifices or costs 
associated with leaving) and Imperative commitment 
(the recognition of a lack of alternative employment 

opportunities) cannot be used in this study. Acceptable 
Cronbach alpha coefficients were calculated for the two 
factors extracted from the original latent variable used 
in this study, meaning that the items measuring the 
two factors yielded acceptable internal consistency or 
reliability. 

The factor matrix of the exploratory factor analysis with 
a principal component analysis factoring extraction 
investigating Normative commitment of women owner-
managers is presented in Table 3.

TABLE 3: FACTOR MATRIX OF THE VARIABLE NORMATIVE COMMITMENT

Items Factor: Normative 
commitment

I was taught to believe in the value of remaining loyal to one organisation. 0.836
I believe that loyalty is important and therefore I feel a strong sense of moral obligation 
to remain. 0.773

Things were better in the days when people stayed with one organisation for most of 
their careers. 0.761

Jumping from organisation to organisation seems unethical to me. 0.739
If I get another offer for a better job elsewhere I would not feel it was right to leave the 
business. 0.700

I think that people these days move from organisation to organisation too often. 0.633
I think that wanting to be “a company man” or “company women” is sensible. 0.616
I believe that a person must always be loyal to his/her organisation. 0.611
Cronbach alpha coefficient 0.849
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The factor analysis yielded the following results: Variance 
explained: 50.81%; Kaiser-Meyer-Olkin value: 0.872; 
Bartlett’s test of sphericity < 0.001. All eight of the 
items originally intended to measure the latent variable, 
Normative commitment of women owner-managers, 
loaded onto the factor, as expected. For the purpose of 
this study, Normative commitment of women owner-
managers refers to the extent to which she feels obligated 
to the business and, as a result of this obligation, feels that 
she must remain with the business. 

Cronbach alpha coefficients of greater than 0.70 were 
returned for all constructs. The Cronbach alpha coefficients 
suggest that reliable measuring scales were used to 
measure the constructs under investigation (Nunnally & 
Bernstein, 1994). 

CONCLUSION AND RECOMMENDATIONS

This study reports some evidence of construct validity and 
reliability of a measuring instrument to measure women 
owner-managers’ commitment to small and medium-sized 
family businesses. Four factors describing the theoretical 
dimensions of Affective commitment, Continuance 
commitment 1 and 2 and Normative commitment were 
extracted. As the Cronbach alpha coefficients of the four 
factors exceed 0.80, it can be concluded that there is 
sufficient evidence of internal consistency and therefore 
reliability. It is recommended that more advanced statistical 
procedures for scale validation, such as structural equation 
modelling, be utilised in the further development of the 
instrument.

It was difficult to make a clear distinction between the two 
factors measuring Continuance commitment based on the 
items that loaded onto the respective factors extracted 
and as a result clearly operationalise the two factors as 
measuring different mind-sets. It was therefore decided to 
label them as Continuance commitment1 and Continuance 
commitment2. It is, however, necessary to further 
investigate the construct validity of this variable. Meyer 
et al. (2002:24) also discussed the problems associated 
with the dimensionality of the construct Continuance 
commitment. Various scholars found evidence for a two-

dimensional structure (Hackett, Bycio & Hausdorf, 1994; 
Meyer et al., 1990; among others).

Based on the empirical results, it is proposed that 
women owner-manager commitment in women-owned 
businesses can be measured with a 23-item instrument 
adapted from the Meyer and Allen three-component model 
of organisational commitment measuring four underlying 
dimensions. This conclusion is based on evidence of 
validity and reliability.

LIMITATIONS AND IMPLICATIONS FOR 
FUTURE RESEARCH

This study is not without its limitations and, in all empirical 
studies, the limitations must be identified and considered 
when making recommendations and conclusions. Firstly, 
owing to the use of a non-probability snowball convenience 
sample, the sample cannot be considered to be representative 
of all small and medium-sized women-owned businesses in 
South Africa. The sample is, furthermore, relatively small. 
As such, the findings reported cannot be generalised to the 
general women-owned small and medium-sized business 
population.

Secondly, this study focused exclusively on the three 
components of organisational commitment, i.e. Affective, 
Continuance and Normative commitment, as described by 
Allen and Meyer (1990) and Meyer and Allen (1991). The 
measuring instrument was not fully adapted to investigate 
family member commitment specifically in family businesses 
and some measurement issues may have affected these 
results. The multi-dimensionality of Continuance commitment 
was also not satisfactorily operationalised.

Thirdly, it should be noted that the behaviour of women 
owner-managers is based on their attitudes. It could 
therefore be necessary to investigate their commitment 
towards the business more from the attitude-behaviour side, 
for instance the Eagly and Chaiken (1993) model. Solinger et 
al. (2008:80) argue that commitment centred on the attitude 
of the individual combines an attitude toward a target (the 
organisation) with attitudes towards behaviour (leaving or 
staying). It is suggested that further studies on women owner-
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manager commitment should include the attitude-behaviour 
model of Eagly and Chaiken (1993).

Fourthly, only women owner-managers who were willing to 
participate in this study were surveyed. They were informed 
about the general nature of the study before agreeing to 
participate. Because organisational commitment could be a 
sensitive issue, only owner-managers who perceived high 
levels of commitment might have chosen to participate in this 
study. As such, this study may only reflect women-owned 
businesses where the owner-managers felt that the study 
would not put them in a negative light. This self-selection 
bias, while problematic, is however common in small and 
medium-sized business research. 

Despite the limitations identified, this study has added to the 
empirical body of women-owned small and medium-sized 
business research. Future studies could, however, further 
investigate the constructs concerning women-manager 
commitment that could have an influence on the success of 
businesses. It is also important to further investigate the construct 
validity of the items measuring Continuance commitment.
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BUSINESS LEADERSHIP IN AFRICA – A FRAMEWORK FOR 
LEADING IN AFRICA/EMERGING MARKETS

.ABSTRACT

This paper presents a framework for Business Leadership in 
Africa arising from research conducted with five Managing 
Directors and 37 senior executives in four subsidiaries of a 
global business operating in four Sub-Saharan countries.

The findings of the study indicate that both Western and 
African cultures can be melded into a powerful leadership 
approach that harnesses the western drive for achievement 
and the African humanist approach. 
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We submit that the framework will benefit both employers 
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INTRODUCTION

There are undeniably significant challenges awaiting 
those businesses that are looking to expand into 
Africa. Apart from operating in unfamiliar territory and 
understanding the political environment (Ogbu, 2013, 
p. 155) the quality of infrastructure is problematic, 
the inefficiency of customs and delays at road border 
crossings are all important factors and contribute to the 
relative underperformance of many African countries. 
Transport networks and electricity, in particular, are 
lacking across the continent (Ernst & Young, 2013b, p. 
6).  Ports are seeing vastly increased volumes and are 
still experiencing capacity constraints and bribery and 
corruption raises transaction costs, increases insecurity 
and undermines government actions (Ernst & Young, 
2013b). Bottlenecks caused by the number of processes 
required to negotiate much of the continent’s bureaucracy 
make it difficult to plan ahead (Ernst & Young, 2013b, p. 
11). However with all its challenges Sub-Saharan Africa 
(SSA) is seen much more in terms of opportunities than 
risks. In fact Asiko (2013, p.117) point out the risk is not 
having a presence there.

It is within this complex and challenging environment 
that five Managing Directors (MDs) of a MNC, whose 
leadership behaviours are the focus of this study, 
operate. Their success in leading businesses in complex 
and challenging environments in four countries in SSA 
provides the rationale for the key aims of the study.  
The first aim was to determine leadership interventions 
and/or approach employed to successfully navigate 
the challenges presented in leading a MNC on the 
African continent. Secondly, to distil the factors used 
to successfully lead within Africa. Finally, to determine 
whether a distinctive leadership approach/style can be 
identified and emulated by executives of MNCs operating 
in African countries. This paper also adds to the question 
whether an African leadership style/approach indeed 
exists. 

This paper presents a new perspective on business 
leadership in Africa. It reveals an approach that has been 
successfully applied in four Sub-Saharan countries by 
five successful Managing Directors. It combines aspects 

of both Western and African cultures and reveals insights 
and learnings that are not only applicable to Africa but to 
other developing countries as well.

Defining leadership 

Despite the calls for leadership that echo across the African 
continent it remains a difficult concept to define and even a 
more difficult one on which to get agreement. Lussier and 
Achua (2007, p. 5) acknowledge that there cannot be a 
universally accepted definition of the concept, because it 
is complex and there are several different ways of viewing 
it and as a result it can be interpreted in many different 
ways based on one’s experience, learning and theoretical 
stance (Hayward, 2005; Dannhauser, 2007, p. 59). 

Although there are many theories about leadership there 
is no one recipe for leadership behaviour as different 
situations call for different behaviours (Cannel, 2008), 
and as a result, the definition for leadership is still very 
subjective (Bass, 1990; Yukl, 2002).  For the purpose 
of this study, ‘leadership’ is defined as the “influencing 
process of leaders and followers to achieve organisational 
objectives through change” (Lussier and Achua, 2007, p. 
6). The reason for adopting this definition is that it contains 
the following key aspects of leadership; process, influence, 
group context, goal attainment and change (Northouse, 
2004), which have emerged as key themes in the data 
analysis and contribute to the framework presented in this 
paper.

Western leadership theories

There is a considerable body of knowledge surrounding 
the phenomenon of leadership, unfortunately one of 
the major limitations of this body of knowledge is that it 
is based almost exclusively on Western culture, and 
has little African influence (House and Aditya, 1997). A 
brief examination of the evolution of Western leadership 
that informs most leader’s thinking in Western MNCs is 
captured below. 

One of the earliest leadership theories based on the 
identification of key characteristics that differentiate 
leaders from non-leaders is trait theory. Stogdill (1974), 
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the originator of the trait theory, determined that people are 
born with the qualities/characteristics that enable them to 
be successful leaders and once these characteristics are 
identified they can  be used to recruit, select and employ 
people for leadership positions thereby minimising the risk 
of employing someone who is deemed not suitable for that 
role.  The next phase in the evolution of leadership theory 
focused on the behaviours of leaders, what they do as 
opposed to the characteristics they possess. The findings 
of this research were categorised as ‘styles of leadership’ 
(Schriesheim, et al., 1976) and include McGregor’s 
Theory X and Theory Y management styles and Blake 
and Mouton’s Managerial Grid. Although the behavioural 
theories introduced the idea of different leadership styles 
and described leadership behaviours that could be 
developed by managers they did not make provision for 
differing situations. Researchers therefore expanded their 
focus to include the context in which leadership takes place 
(Dannhauser, 2007, p. 68). The contingency/situational 
leadership approaches (House and Mitchell, 1974) 
emerged and hold that the effectiveness of leadership 
is dependent on the “interplay of a leader’s behaviours 
and the nature of the situation” (Wasserman, Nohria and 
Anand, 2001, p. 7).
 
The next stage in the evolution of leadership theory broadens 
the focus on the leader to include the relationship that he/
she has with his/her followers and the interdependency of 
roles. This stage includes Servant Leadership and Team 
Leadership.In contrast to the above leadership theories the 
transactional leader gains commitment and support from 
his/her followers in response to their receiving payment 
and security. As the name implies it is a simple exchange 
process whereby the employee does work for which he is 
paid (Bass, 1985).  Where Transactional leadership is the 
traditional model of leadership and focuses on the bottom 
line (Covey, 1992). Transformational Leadership is more 
complex and from a business perspective focuses on the 
top line (Covey, 1992). The transformational leadership 
theory developed by MacGregor Burns (1978) coined the 
concept ‘transforming leadership’ (Burns, 1978, p. 20). This 
was further developed by Bass (1985) into the concept of 
transformational leadership, the goal of which is literally 
to ‘transform’ people and organisations by changing their 
hearts and minds, expanding their vision, clarifying their 

purpose and aligning their behaviour with their beliefs, 
principles, or values, thus bringing about changes that are 
“permanent, self-perpetuating, and momentum building” 
(Bass and Avolio, 1994, pp. 3, 7).

Charisma was described by Bass (1985, p. 35) as the 
emotional part of leadership and House (1977, p. 189) 
believed that charismatic leaders are those “who by force 
of their personal abilities are capable of having profound 
and extraordinary effects on followers”. Antonakis (2011, p. 
265) states that charismatic leaders “are revered by their 
followers who show loyalty and devotion to the leader’s 
cause, as they shed their self-interest”.

More recently turnaround and entrepreneurial leadership 
has gained traction to cope with the nature of change 
in today’s dynamic world. Dealing with change require 
new types of organisations and a new type of leadership 
that is particularly important for businesses operating 
in emerging markets. Bibeault (1999) adds a different 
perspective of leadership in a struggling business with 
his description of the turnaround leader who walks into 
a crisis situation and takes charge. This is a fairly recent 
phenomenon which is becoming more prevalent with the 
increase of global competition and pertinent to this study. 
McGrath and MacMillan (2000) propose that a new type of 
business leader must emerge ready to lead organisations 
that face increased competitiveness and uncertainty in 
these dynamic markets. They defined these new types 
of business leaders as ‘entrepreneurial leaders’ who see 
problems, have compelling ideas for addressing them 
and resolve them by creating and growing businesses 
(Hentschke 2013, p. 147).   

African leadership

Unfortunately limited research has been conducted on 
African leadership (Bolden and Kirk, 2009), and according 
to Theimann et al. (2006, p.1) where they do exist “African 
theories are seldom captured in literature, and specifically 
not in organisational literature”. What is evident in the 
literature that does exist is that Western influence has 
made its mark on the African landscape and that African 
leadership is assessed using Western assessment tools 
and benchmarks. 
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Ochola (2007) comments that African leaders have a rather 
negative image in the literature being described as “terribly 
ineffective and adapt very poorly to the demands of an 
increasingly complex globalised economic system” (Ochola, 
cited in Kuada 2010, p. 10). The empirical data in this 
study presents a different picture of confident, self-assured 
leaders who are successfully heading up businesses that 
are part of a global Western group operating in emerging 
markets. They are applying a unique approach to Western 
leadership practice – it is the African Way, a crossvergence 
of Western and African culture and characteristics that 
has made its way into the Leadership Styles and Core 
Competencies of these Managing Directors. For this reason 
we briefly examine the influence of culture on leadership in 
the following section.

Leadership and cultural perspectives

Culture provides a framework or logic by which leadership 
behaviour can be understood (Dorfman et al., 2006).The 
following three cultural perspectives provide insight into 
how values are influenced (Theimann et al., 2006).

Convergence, this perspective maintains that cultural values 
are driven by economic ideology and therefore exposure to 
Western ways of doing business will result in the adoption of 
Western values (Ralston, Gustafson, Cheung and Terpstra, 
1993). This perspective suggests that the demands of 
a sophisticated developed society shape value systems 
that respond to industrialisation, rather than to indigenous 
cultural forces (Theimann et al., 2006). In terms of the study 
conducted there was no evidence that this was the case.

The divergence perspective recognises country and cultural 
differences which infers that culture is deeply rooted and 
drives the values of society beyond economic ideology 
(Theimann et al., 2006)  This perspective is supported 
by Hofstede and Adler (Hofstede, 1980, 1991; Adler, 
2002) who agree that management practices are largely 
culturally determined (Theimann et al., 2006). An interesting 
perspective some of which can be seen in the research 
study findings.

Ralston et al. (1997, p. 183) explains that  crossvergence 
results “when an individual incorporates both national 

culture and economic ideology influences synergistically 
to form a unique value system that is different from the 
value set supported by either national culture or economic 
ideology” resulting in a hybrid culture. The crossvergence 
perspective recognises the importance of economic 
ideology and national culture, and the synergetic interaction 
between the two (Theimann et al., 2006). Crossvergence 
is particularly significant in terms of this research study as 
evidence of crossvergence has surfaced in the findings. 
The attitudes and behaviours of both Western and African 
society are evident in the MDs’ data.

Culture and leadership in emerging markets

Understanding the culture in emerging markets, is 
becoming increasingly important (Mooij and Hofstede, 
2010). A number of studies conducted in the 1980s 
suggest that culture provides a framework or logic by 
which leadership behaviour can be understood (Dorfman, 
Howell, Hibino, Lee, Tate and Bautista 2006). However 
scholars appear to be divided on the issue of how culture 
impacts African leadership. 

There is a belief held by some that culture is the main 
contributor to the uniqueness of African leadership, 
while African culture is viewed by others as an inhibitor 
of effective leadership practices (Kuada 2010). Leonard 
(1987, p. 901) suggests that: “many of the differences 
in organisational behaviour between Africa on the one 
hand, and the United States and Europe, on the other, 
are not due to managerial failures but to fundamental 
dissimilarities in the value priorities of the societies that 
encapsulate them”. An environment where there are 
fundamental dissimilarities is part of the African context 
which confronts expatriate managers daily.

Hofstede’s (1980) seminal study on cultural differences 
identified five dimensions or groupings and became the 
benchmark for distinguishing amongst cultures. The Globe 
(House, 2004) study followed Hofstede’s research with 
similar results. The dimensions contained in the Hofstede 
(Shi and Wang, 2011, p. 99) model and Globe study 
(2004) are evident in research undertaken by Booysen’s 
(2003) into white and black African managers employed 
by three large retail banks in South Africa. Booysen’s 



HUMAN CAPITAL MANAGEMENT, ORGANISATIONAL BEHAVIOUR AND LEADERSHIP
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  8
ISBN 978-0-620-71113-5

(2003) found that out of the eight dimensions researched 
the black managers valued the dimensions of collectivism 
and humane orientation significantly more than white 
managers did and valued the dimensions of performance 
orientation, uncertainty avoidance, future orientation, 
assertiveness and gender egalitarianism significantly less 
than the white managers. The power distance dimension 
is the only one that was not significantly different.  

Theimann et al., (2006, p .3) with regard to the basic 
difference between Western and African culture state 
that “The Western world adopts a primarily scholastic 
approach to understanding and learning, which is based 
on facts, logic and the nature of reality” which relates to  
the Globe study’s dimensions of ‘performance orientation’ 
and ‘assertiveness’. Theimann et al., (2006, p. 3) continue 
“while the African approach is based in humanism” which 
relates to the Globe’s ‘humane orientation’. 

The humane and collectivist dimensions as brief 
descriptors for African culture and the performance 
driven and  assertiveness dimensions for Western culture 
combined with Hofstede’s dimension of long-term and 
short-term orientation, underpinned by the findings of the 
Booysen’s (2003) study and Theimann et al.,’s (2006) 
research, are critical to this study. They give insight into 
the differences between Western and African leadership 
and the emergence of a hybrid leadership approach.  

Research design

In this study the specific ‘phenomena’ on which the 
researcher focused were the leadership behaviours and 
competences of MDs, particularly black African MDs, 
managing in complex and difficult African environments. The 
primary objective of the study was to develop a framework 
for African business leadership and having chosen 
phenomenology as the paradigm it required capturing “rich 
descriptions of phenomena and their settings” (Bentz and 
Shapiro, 1998, p. 104). For this reason the researcher 
decided to use a written narrative, face-to-face interview 
and focus group methods to gather data. 

The narrative or story telling method was used in the study 
because it falls within the Appreciative Inquiry domain 

and because “humans are story-telling organisms who, 
individually and socially, lead storied lives. The study of 
narrative, therefore, is the study of the ways humans 
experience the world” (Connelly and Clandinin, 1990, p. 2).

Each MD was contacted and asked whether they would 
voluntarily agree to take part in the study. Once agreement 
was obtained from MDs, permission was sought from the 
MDs to invite their direct reports to participate in focus 
groups. The MDs informed their directors of the study and 
said that they would be invited to participate but that it was 
not a requirement should they not wish to do so. All the 
directors and ex-directors contacted voluntarily agreed to 
participate. 

Target population and sample

Purposive sampling was applied (Miles and Huberman, 
1994) as it allows to intentionally select participants 
according to the needs of the study, based on their particular 
knowledge (Bloor and Wood, 2006; Patton, 1990.), and 
because they can teach us a lot about the issues that are 
of importance to the research (Coyne, 1997). The sample 
size is within the requirements of qualitative research and 
comprises a small selective (Schatzman and Strauss, 
1973) number of five Managing Directors from whom 
data was collected through face to face semi-structured 
interviews. 

The validation of the data was acquired through focus 
groups comprising of 37 senior executives, the majority 
of whom were company directors reporting into the MDs. 
Both the MD and director samples comply with Glaser’s 
(1978) description of selective sampling being applied to a 
study when a decision is made to sample a specific location 
according to a preconceived but reasonable initial set of 
dimensions which are worked out in advance of the study. 
In this case the leadership behaviours of predominantly 
black MDs in stressful and challenging situations in Africa. 

The Managing Directors chosen for this study were 
selected because they have each been faced with 
significant challenges and as the study is focusing on 
leadership in Africa four of the sample are black Africans:
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Country 1: The introduction of a 30% alcohol levy together 
with tighter liquor trading regulations severely affected the 
company’s performance. The Managing Director (MD1) 
was a black expatriate. 

Country 2: The newly appointed Managing Director (MD2) 
took over an ailing business that was losing money and 
clinging to a 26% market share. The Managing Director 
was a white expatriate relatively new to the industry. 

Country 3: The business has very high shrinkage and until 
recently an excise rate of substantially more than the 40%, 
which it now enjoys. It also has three businesses, which 
are being integrated. The Managing Director (MD3) is a 
black returning Country Three national who emigrated to 
South Africa over 10 years ago. 

Country 4: The meltdown of the economy created a 
catastrophic situation in which many companies (and 
people) did not survive. The Managing Director (MD4A) 
at the time said that managing the company during 
those turbulent times was “the business equivalent of 
white water rafting. The challenges have been large, 
varied and relentless. The demands have been many; 
requiring perpetual vigilance and constant adaptation” 
(The reference is not included to protect the anonymity of 
the MD) The Managing Director is a black Country Four 
national.

Country 4: The Managing Director (MD4B) who has 
replaced the previous MD and has the challenge of 
integrating a number of operations. He is a black Country 
4 national who spent three years as MD in Country 3 prior 
to his return to Country 4.

The sample consists of five MDs and 37 direct reports who 
participated in focus groups or interviews. 

Research instruments

• My Journey an informal narrative written by the MDs 
describing their life’s journey highlighting the events 

and people who have influenced them on the way 
and ‘made’ them who they are today. It is part of the 
Appreciative Inquiry approach and provided insight 
into the MDs background, personal development and 
experience.

• The 16PF (Guastello and Rieke, 1993) is a measure 
of personality traits used to select, develop and 
motivate people.  It provided information about each 
Managing Director’s style in approaching various 
types of situations and tasks. The key purpose for 
administering the 16PF was to determine whether 
participating MDs share certain personality traits. 
Identifying common personality factors could provide 
useful criteria in the recruitment and development 
process of executives operating in an African 
context. 

• The biographical details obtained from the My 
Journey narrative and the 16PF Personality 
Traits assessment combine to form the Managing 
Director’s Profile.

• The semi-structured interview was chosen as it 
allows the researcher to use a predetermined theme 
and questions as in a structured interview, but also 
provides enough flexibility to allow the interviewee to 
speak freely about any subject. 

• Focus groups were conducted with each MD’s direct 
reports to validate the information regarding the 
behaviours described by the MD in the interview.  
A total of thirty-seven senior executives  
participated. 

The rich and diverse body of data arising from the above 
instruments were then scrutinised by the researcher. The 
data was coded according to Boeije (2010) and categories 
and themes were identified. Table 1 provides an example 
of the coding and formatting followed in the analysis of 
data.
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TABLE 1: CODING AND PROCESSING OF DATA

Findings and discussion

Ochola (2007) says that African leaders have a negative 
image in the literature being described as “terribly 
ineffective and adapt very poorly to the demands of 
an increasingly complex globalised economic system” 
(Ochola, cited in Kuada, 2010, p. 10). The empirical data 
in this study presents a different picture of confident, 
self-assured leaders who are successfully heading 
up businesses that are part of a global Western group 
operating in emerging markets. They are applying a 
unique approach to Western leadership practice – it is 
the African Way, a crossvergence of Western and African 
culture and characteristics that has made its way into  
the Leadership Styles and Core Competencies of these 
MDs.

Context: Risks and challenges

SSA is a large, diverse and inherently complex place in 
which to do business (Ernst & Young, 2013b, p. 20). It 
is different and “often requires more patience. It is not 

business as usual” (Luiz 2006, p. 27, cited in Section 
3.12). The empirical research for this study highlighted 
the following risks and challenges for doing business in 
African/emerging markets: 

• Political and economic risk: Frequent government 
requests for finance for another important project 
they are planning. Weak currencies. 

• Bureaucracy:  Over whelming and time consuming 
bureaucracy.

• Culture and language: Miss-communication because 
of language and cultural issues.

• Performance: Managers who are unwilling to 
manage performance issues, which impacts on the 
performance of the company.

• Resources: Skills and material shortages.

• Infrastructure: Logistics. 
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Doing business in this environment requires a leader who 
not only has the traditional skills set but also has the cultural 
understanding, additional knowledge, skills and “mindset 
to navigate through the complexities brought on by moving 
beyond one’s traditional borders” (Cohen, 2010. p. 3). This 
applies to both black and white senior executives, whether 
they are expatriates or country nationals, if they are working 
for a multi-national corporation in SSA they require a specific 
profile and skills set. They may make progress without them 
but they may not be a comfortable fit.

Western and African culture  

The differences between Western and African culture was 
outlined in the literature  (Theimann, April Blass, 2006; 
Hofstede,2001a; Mbigi, 2005; Nkomo, 2006; Erez and 
Early, 1993; Kinicki and Fugate, 2012) and their influence 
on leadership is captured in the following table. 

TABLE 2: WESTERN AND AFRICAN INFLUENCES ON LEADERSHIP

Item Western African
Culture type Market. Clan.
Approach Based on facts, logic and the nature of reality. Based in humanism.
Emphasis Eurocentrism, individualism and modernity. Traditionalism, communalism, co-operative 

teamwork, and mythology.
Style Is individualistic and tends to make objective 

decisions that are business orientated with 
little regard for the support and buy-in of the 
community.

Communal where everything gets discussed, 
and where communities get involved in 
deciding the fate of their citizens.  

Descriptors Performance, results driven.
Competitive. 

People first, business second.
Not competitive.

The findings of this research point to the fact that the MDs 
have moved towards a more humanistic culture without 
compromising their drive for results. They have combined 
certain aspects of African humanism with Western 
pragmatism which has resulted in a unique crossvergence 
culture with an emphasis on competitive collaboration. 

Competitive collaboration

The MDs are operating in highly competitive environments. 
One of the MDs described his business context as a 
“difficult one characterised by competitiveness” Although 
in African culture “we ignore the basic principles which 
is being competitive out there because you’re not 
competing in your small world it’s a group of people so 
that competitive spirit must come out of a leader” 

(General Manager Country 2) these five leaders have 
demonstrated by their success that they have the 
competitive spirit which is aligned to African culture that 
the leader is the one who should be competitive.

The global company’s business model is one of 
‘decentralised collaboration’ where head office provides 
the framework within which to operate and empowers the 
country businesses to operate freely. It has also identified 
collaboration as a skill which is necessary for employees 
to succeed in the organisation. Collaboration is fostered 
by building trust for example “Whilst they [employees] are 
not guaranteed a job for life, they are guaranteed a fair 
treatment. That creates a trust, which is very valuable. 
People who work for MD4A trust him” (Ex Financial 
Director Company 4) and relationships for example MD1 
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“really builds relationships with people and solid ones” 
(Financial Director Country 1). MD3 has the “ability to 
collaborate, he knows stakeholders and he collaborates 
with them effectively” (Ex Corporate Affairs Director 
Country 3). Collaboration fits well with African leadership 
which is “generally described as relationship and people 
centred” (Blunt and Jones, 1997; Van Zyl 2009).

Leader type

The findings of this research study show that the 
leadership type for the crossvergence approach is a 
combination of the pragmatic and the humanistic, the 
visionary, hard driving results orientated achiever with 
an entrepreneurial flair blended with and shaped by the 
roles of mentoring and team building. Ralston et al (1997, 
p. 183) explains that  crossvergence results “when an 
individual incorporates both national culture and economic 
ideology influences synergistically to form a unique value 
system that is different from the value set supported by 
either national culture or economic ideology” resulting in 
a hybrid culture.

The five MDs fall within this leadership type but how it 
presents is through different styles.

All the MDs provide visions and in some cases develop 
them with their executive team members (MD4A,).  
MD4A provided “a vision that really took peoples’ focus 
away from the prevailing chaos to a better future”. . MD3 
articulates the “vision very clearly and be ready to debate 
it and show people why it makes sense”. The MDs focus 
on performance “that is what we are employed to do: to 
protect shareholder value – and to secure sustainable 
jobs” (MD1) and in doing so they use mentoring and team 
building. Mentoring relates to NEPAD’s human resources 
development priority (NEPAD, 2012, p. ix,) MD3 is 
described as a leader “by listening, a leader through 
guidance and mentorship” (ExCAD3,). 

Team building appeals to the “sense of communalism” 
(Nzelibe, 1986; Onyemelukwe, 1973) that is part of the 
African tradition.  A General Manager Operations who 
reported to MD4A said “The fact that you belonged to 
a team and that you were valued and your contribution 

was valued and that you are special. I’d say he is a 
tremendous team builder”. 

Leadership profile

The biographical data gathered from the My Journey 
narrative and the 16PF indicate that the following is 
important for the position: 
 
• Preferably a country national or someone who 

understands the culture

• Degreed

• Strong values

• Evidence of responsibility at an early age

• Appropriate work experience

• Ability to bridge Western and African culture

The findings relating to this profile are as follows:

• Country National: The MD should preferably be a 
country national or someone who understands the 
culture. Three of the MDs are country nationals who 
understand the local culture and have established 
local networks. MD1 is a black MD in and expatriate 
role. He took time to learn the culture and included 
it in his meetings and decision making processes. 
Over time he established a network but it took time.  
He believes that it was important to “Make time to 
make the necessary contacts, make time to work 
on the relationship and ensure continuous follow-
up and don’t give up”. MD3 is a country national 
who returned to Country 3 after ten years in South 
Africa. He has a strong network and recommends that 
businesses should “ensure that you’ve got leaders 
who, if they’re not native to that environment, 
they are as close as can be to being native to that 
environment”. 

• Qualifications: The MD should have a degree.  
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• Strong values: The MD should have strong personal 
values, for example:

• Community-centred, family orientated, team 
orientation, fairness, openness and integrity, humility, 
respect and ethics: the MD must be above reproach 
in terms of his conduct, ethics, and intolerance 
towards corruption.

• Responsibility: The data provides evidence that 
all MDs had responsibility from an early age for 
example MD4B helped his parents who were 
struggling financially to educate his five younger 
siblings.  
Both MD1 and MD4A were herd boys, who were held 
accountable for the sheep or cattle they were looking 
after.

• Appropriate work experience: The MDs all held 
senior executive positions before being appointed to 
the MD position.  

• Ability to bridge Western and African culture: “The 
ability to relate to Western culture because that is 
where capital is coming from and the ability to deal 
with the local environment because that is where you 
must perform and the ability to then try to galvanize 
a team and lead the dream” (Financial Director 
reporting to MD4A)

The MDs have all been exposed to multicultural 
environments either through university and or work 
experience. From these findings it can be concluded that 
when recruiting an MD for a business in Africa the above 
criteria should be taken into consideration.

Western and African traits/characteristics

The finding of this study confirms that the MDs possess 
both Western and African characteristics. The Western 
characteristics relating to what the MDs do and the African 
characteristics relating to how they do it. This is similar 
to Pretorius’ description of Servant Leadership (2013, p. 
176) where “servant leaders use the ‘soft’  like relationship 
building, team dynamics, coaching and caring to shape the 
‘hard’, like strategy implementation and the optimization 
of performance”. In the table below the characteristics 
have been informally grouped into four sections based 
on Theimann et al.’s (2006, p. 17) work, in order to show 
the inter-relationship as the African characteristics relate 
across all of the Western traits:

• The characteristics that influence leadership practice

• Managing authority

• Managing uncertainty

• Managing relationships
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Table 3: Managing Director Western and African leadership characteristics  

Element Western characteristics
The ‘What’

African characteristics
The ‘How’

Influences on
leadership
practices

• Drive for responsibility and task 
completion.

• Vigor and persistence in pursuit of 
goals,

• Concern for basic security.

• Stakeholder orientation.

• Extended family orientation. 

Managing
Authority

• Self-confidence and sense of 
personal identity.

• Willingness to accept consequences 
of decision and action.

• Readiness to absorb interpersonal 
stress.

• Authoritarian  leadership patterns: without being  
autocratic.

Managing 
uncertainty

• Risk taking and originality in problem 
solving

• Willingness to tolerate frustration and 
delay

• Network orientation: important  for sustainability.

Managing
relationships

• Ability to influence other people’s 
behavior; 

• Drive to exercise initiative in social 
situations

• Capacity to structure social 
interaction systems to the purpose at 
hand

• Openness.

• Deep trust earned over time. 

• Emphasis on harmony with others, tradition (oral), 
nature and the spirit world.

• Community-centred.

• Deep private conversation and dialogue valued.

Source: Theimann et al (2006, p.17); Stogdill (1974, cited in Northouse, 2013, p.17); Hofstede (2001a). 

The Western characteristic drives what the MD does and 
the African characteristic drives how the MD does it.

Leadership styles

The research findings confirm that the leadership styles 
are immersed in an infusion of the following four elements 
resulting in a crossvergence of Western and African 
approaches. 

• Western market culture: This is the typical culture 
found in Western businesses described by the MDs 
and their direct reports and supported by Theimann et 
al. (2006).

• African clan culture: This is typical African culture 
as described by the MDs and their direct reports 
supported by Ayisi (1992, p. 16), Mbiti (1975, p. 176), 
Gyekye (1997, pp.  292−293) and Theimann et al. 
(2006). 

• Western traits/characteristic: These are the traits/
characteristics as defined by Stogdill and supported 
by the research data which provided evidence that the 
MDs possess them. They clearly define What must be 
done.

• African traits/characteristics: These are the traits/
characteristics based on Theimann et al. (2006, p. 17) 
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research and supported by the research data which 
provided evidence that the MDs possess them. They 
clearly define ‘How’ it must be done.

The findings indicate that the leadership styles of MDs 
are Western based, situational and shaped by a blend of 
culture and characteristics.

Table 4: Leadership styles and situations

Leadership style Situation MD

Charismatic Economic meltdown. MD4A

Community-centred/Turnaround Legislation that imposed a significant levy on 
beer.

MD1

Entrepreneurial/Turnaround A failing business. MD2

Transformational Declining market share. MD3

Transformational Business as usual. MD4B

CONCLUSION

The findings come together in the Business Leadership 
Framework which was informed by the research 
objectives and conceptualised from the data derived from 
the interviews and focus groups. Some of the components 
featured in the framework are adapted from Stogdill 
(1974), Thiemann et al. (2006) and Nahavandi (2006). 

The findings indicate that the leadership styles are Western 
based, situational and shaped by a blend of culture and 
characteristics. This is captured in the Framework which 
consists of eight elements. The first four are the backbone 
of the framework:

• Context: Risks and challenges.  Describes the type 
of environment in which the five Managing Directors 
operate and which is also described by other 
company executives.

• Leadership profile:  The key requirements for 
the position based on the five Managing Directors 
biographical details and experience.

•  Leadership style: Operating in this context requires 
a certain leadership style which could be situational. 
The Styles which appeared to be successful for these 
five Managing Directors are:

• Charismatic. 

• Community-centred turnaround.

•  Entrepreneurial turnaround.

• Transformational.

Core competencies: A particular skills set is required 
to be effective in this environment and to underpin the 
Leadership Styles. Nine main clusters were identified:

• Communication. 

• Commercial acumen.

• Decision making.

• Development.
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• Leadership. 

• Managing external relationships.

• Managing internal relationships.

• Managing risk.

• Strategic thinking.

The leadership styles and core competencies are 
immersed in an infusion of the following four elements 
resulting in a crossvergence of Western and African 
approaches:

• Western market culture: This is the typical culture 
found in Western businesses described by the 
Managing Directors and their direct reports and 
supported by Theimann et al. (2006).

• African clan culture: This is typical African culture 
as described by the Managing Directors and their 
direct reports supported by Ayisi, (1992, p. 16), Mbiti 
(1975, p. 176), Gyekye (1997, pp. 292−293) and 
Theimann et al. (2006). 

•  Western traits/characteristic: These are the traits/
characteristics as defined by Stogdill (1974) and 
supported by the research data which provided 
evidence that that the Managing Directors possess 

them. They clearly define ‘What’ must be done.

• African traits/characteristics: These are the  
traits/characteristics based on Theimann et al  
(2006, p. 17) research and supported by the 
research data which provided evidence that  
that the Managing Directors possess them.  
They clearly define ‘How’ it must be done.

If individuals are not born with these traits or 
characteristics they can learn them (Kirkpatrick and Locke,  
1991, p. 59).

What is important about the business leadership 
framework is that it provides a guide to businesses (not 
only MNCs) which are either operating in emerging 
markets or are thinking about going into emerging 
markets, regarding the selection and or development 
of their senior executives. The framework presented in 
figure 1 sets out the way for business leadership in Africa/
emerging markets promoting a crossvergence approach 
to leadership and company culture that is shaped by the 
Managing Director and his team. It requires the adoption 
of certain African leadership characteristics which are 
used together with Western leadership approaches. The 
Western approach informs the ‘what’ needs to be done 
while the African approach informs the ‘how’ to do it. 
“Combining the Western piece with context appropriate 
local country insights and knowledge” (Theimann et al., 
2006) has resulted in a unique hybrid.
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FIGURE 1: A FRAMEWORK FOR BUSINESS LEADERSHIP IN AFRICA/EMERGING MARKETS
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ABSTRACT

This study investigated the perceptions of highly skilled 
employees in an organisation’s talent management 
pool, and utilises the insights gained in order to propose 
guidelines for a retention strategy. 

A qualitative research design from a phenomenological 
approach was used in this research. Semi-structured 
interviews were used as a means of data collection. 
The sample (n = 15) consisted of employees (in middle 
management and senior management and Engineers-in-
Training (EIT)) from an organisation in the sugar industry. 

The participants were employees who have been identified 
as highly skilled employees.

The main findings of the study indicated that the use of 
retention allowances alone is not enough to retain highly 
skilled employees. More than half of the participants 
indicated that their expectations of the organisation were 
not met. Measures, such as training and development 
programmes, opportunities for growth and challenging work 
tasks, should be considered as part of a retention strategy. 

Keywords: Retention, highly skilled employees, talent 
management, employees’ expectations.
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INTRODUCTION

The challenge of retaining highly skilled employees 
has become a global phenomenon, with a multitude of 
organisations finding it increasingly difficult to retain highly 
skilled employees for an extended period of time (Birt, 
Wallis, & Winternitz, 2004). Depending on the rate at which 
organisations lose these employees, the loss of these 
skills could give rise to far reaching consequences and 
could compromise an organisation’s efforts to accomplish 
its objectives (Armstrong, 2003).

PROBLEM INVESTIGATED

One of the key features of the knowledge economy is 
the ease with which employees can move from one 
organisation to another. Employees who are most mobile 
are highly skilled employees (Sutherland, 2004). The 
intricate situation of mobility in the global economy has 
made it progressively more important for organisations to 
have effective talent and retention management strategies 
that will enable them to meet the expectations of highly 
skilled employees, possibly retaining them for longer. In 
the long run, a high turnover rate amongst highly skilled 
employees has an effect on the sustainability of an 
organisation (Harris, 2000). The organisation in which this 
research was carried out used retention allowances to retain 
its highly skilled employees, but continued to experience 
a high turnover rate amongst these employees. The 
assumption was therefore made that retention allowances 
are not enough to retain highly skilled employees, and that 
these employees expect more from an organisation than 
only a retention allowance. 

RESEARCH OBJECTIVES

The objective of the study was to investigate the 
expectations of highly skilled employees and to utilise the 
insights gained to propose a retention strategy. 
The study was guided by a retention model that explores 
the various factors that influence the retention of highly 
skilled employees in organisations. This model was initially 
used to study factors influencing nurse faculty intention to 

remain employed. The aim was hence not to verify the 
model, but to utilise it to focus this study. 

LITERATURE REVIEW

The literature review focusses on the main constructs 
of the study, employee retention and factors, influencing 
employee retention.

Employee retention

• Employee retention implies a  voluntary step taken 
by organisations to put strategies in place that 
create an environment that engages or encourages 
employees to remain with an organisation for a long 
period of time, especially employees occupying 
key positions within the organisation (Chaminade, 
2007; Mengel, 2001). The main purpose of having 
a retention strategy is to prevent the loss of 
competent, talented or highly skilled employees, 
who have scarce competencies or competencies 
that are difficult to replace (Clark-Rayner & Harcourt, 
2000). According to O’Malley (2000) and Sutherland 
(2004), the literature on turnover and retention 
management indicates that there is no single factor 
that determines retention: it is often a variety of inter-
related factors. 

Financial incentives play a significant role in retention, 
but money alone is not the biggest motivator in making 
employees stay with an organisation. A retention bonus is 
the most popular method companies use to keep highly 
skilled employees (Gurumani, 2010). The following factors 
have been found to enhance the impact of financial 
incentives: receiving positive feedback from a manager, 
promotion opportunities, opportunities to manage or lead 
projects, training and development, as well as prospects 
for growth in the organisation (Gurumani, 2010). 

Retention measures that are targeted at the right people, 
using a combination of financial and non-financial 
incentives, are vital for achieving long term business 
success; they also likely to save costs for the organisation 
in the long run (Crush, 2000). 
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Factors influencing employee retention 

The model (Figure 1) used to guide this study was 
developed to understand the retention of nurses in the 
health care system. Information regarding the factors that 
influence nurse faculty to remain employed was lacking 
(Tourangeau et al., 2014). A study was done that aimed 

to explore the determinants of nurse faculty to remain 
employed (Tourangeau et al., 2014). The reason the model 
was used in this study was because the researchers were 
uncertain about what it was that highly skilled employees 
expected from the organisation, and this particular model 
encompassed numerous factors that could cover some of 
the expectations of highly skilled employees. 
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Figure 1. Model based on factors influencing nurse faculty to remain employed (Tourangeau et al., 2014).
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According to the model, there are four main factors that 
influence an employee’s decision to remain with an 
organisation. These factors are: external characteristics, 
job content, personal characteristics, and work environment 
and organisational support (Tourangeau et al., 2014). 

External Characteristics: Within the category external 
characteristics, the authors identified three variables, 
namely: being unionised, availability of external 
employment opportunities and location of the organisation 
(Tourangeau et al., 2014). 

Job Content: Refers to the factors that an employee is 
directly responsible for in terms of expected deliverables, 
as well as challenge and meaning that the employee 
gets from the work (Horwitz, Heng, & Quazi, 2003). 
Employees derive satisfaction from knowing that the work 
they do makes a valid contribution to the organisation. 
Furthermore, getting meaning from the work they do is a 
significant contributor to employee satisfaction (Mitchell, 
Holtom, & Lee, 2001). If employees, especially highly 
skilled employees, perceive the work they do as routine 
work, they are likely to experience boredom and feel 
demotivated, and are likely to leave the organisation when 
a better opportunity comes their way (Steel, Griffeth, & 
Hom, 2000). 

Personal Characteristics: The variables within the personal 
characteristics category that might affect retention include: 
proximity to retirement, reported health status, having 
dependents and satisfaction with ability to balance work 
and life (Tourangeau et al., 2014). Employees who are 
close to retirement age are more likely to remain with 
an organisation than those who are far from retirement 
age (Sinha & Sinha, 2012). Employees who are far from 
retirement age are, however, a high risk in terms of curbing 
retention, as they are more likely to want to explore their 
options (Sinha & Sinha, 2012). Work-life balance, which 
entails managing the conflict between meeting work 
related demands, trying to build a career, and having a life 
away from work, is often difficult to achieve and impacts 
many people negatively in the workplace (Anderson, 
Coffey, & Byerly, 2002). 

Work Environment and Organisational Support: Several 

variables were identified within this characteristic, 
namely: quality of leadership; organisational support and 
empowerment; quality of physical work environment; 
satisfaction with access to required material resources; 
quality of relationships with colleagues; satisfaction with 
salary and benefits; full-time employment; satisfaction 
with promotion opportunities and satisfaction with job 
status (Tourangeau et al., 2014). The manner in which 
leadership or management treats employees determines 
whether or not an employee will feel respected or 
disrespected by the manager. According to Hay (2000), 
results of a study carried out by The Gallup Organisation 
(in which one million employees and 80 000 managers 
were interviewed) revealed that people leave managers, 
not organisations. Employee unhappiness with a boss 
was rated as the second highest contributing factor to 
high turnover, implying that if there is a problem with 
high turnover; one should first look at the organisation’s 
managers (Hay, 2002).

According to Cappelli (2001), employees do not 
necessarily remain loyal to an organisation, but may have 
loyalty towards their colleagues. This loyalty stems from 
a work environment wherein colleagues treat each other 
with respect, which then forms the basis of good work 
relationships. The loyalty created by a positive social 
atmosphere could be beneficial to the organisation, as it 
may serve as an effective aid to retention (Cappelli, 2001).  
Regarding compensation, satisfaction with one’s 
compensation still plays an important role in retaining 
highly skilled employees (Hay, 2002). Compensation 
refers to enticing employees to stay with the organisation, 
by providing attractive remuneration packages (Steel et al., 
2000). This method is the most popular retention strategy, 
as it does not only fulfil financial and material needs, but is 
also linked to the status that comes with being known as a 
high earning individual. 

However, financial rewards have had varying levels of 
success, as they do not appeal to everyone (Steel et al., 
2000). For example, a study conducted by the Institute 
for Employment Studies revealed that “only 10 percent of 
people who had left their employer gave dissatisfaction 
with pay as the main reason for leaving” (Trevor & Nyberg, 
2008, p. 265). Furthermore, given the increase in the 
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practice of benchmarking salaries against competitors, it 
is becoming difficult for organisations to retain their key 
employees based on financial rewards alone (Trevor & 
Nyberg, 2008). Consequently, the impact of these rewards 
is reduced as competitors are likely to be offering very 
similar financial rewards.  Despite studies indicating that 
financial rewards are a poor motivating factor, many 
organisations still continue to use them as a form of 
ensuring employee commitment (Cappelli, 2001; Mitchell 
et al., 2001).

The following section contains a description of the 
empirical study that was carried out. The existing literature 
on retention has now been discussed. Based on the 
literature, it was determined that monetary rewards alone 
are not enough to retain highly skilled employees. The 
retention model that supports this approach was applied in 
a field study. The model was used in the literature study to 
give insight into the possible factors that may influence the 
retention of highly skilled employees. The model was used 
as a guide in the empirical study; the factors mentioned in 
the model that influence retention were further investigated 
in the field study.

EMPIRICAL STUDY

The field study to investigate whether or not monetary 
rewards alone are enough to retain highly skilled employees 
will be discussed next, starting with the research approach, 
followed by the research method, the research procedure 
and data analysis.

Research approach

The approach used for this study was based on the model 
discussed in the literature review, i.e. the model of factors 
influencing nurse faculty intention to remain employed by 
an organisation. The aim was to find out which aspects of 
the model are applicable to the organisation in which the 
research was carried out. Only the factors that were found 
to be applicable will be reported on and discussed. 

Studies on the retention of highly skilled employees have 
not been done in Swaziland, save for a study on the 

retention of health workers (Kober & Van Damme, 2004). 
Using the qualitative approach was deemed appropriate 
for in-depth views on the feelings and perceptions of the 
research participants regarding the retention of highly 
skilled employees, and to determine if their views were 
similar to those found in existing literature on retention. 

The phenomenological approach is an inductive and 
descriptive research method which attempts to study the 
human experience as it is lived (Babbie, 1998). Therefore, 
the researcher must approach the subject with no 
preconceived expectations and the subject to be studied 
must be approached as such, and data accepted as given 
(Neuman, 2003). This approach is primarily concerned 
with the systematic reflection of the conscious experience. 
It aims to describe experiences as they are lived in 
phenomenological terms, that is, to capture the “lived” 
experience of participants (Neuman, 2003). This approach 
was chosen in order to gather meaningful information 
about the expectations of highly skilled employees from the 
perception of the research participants. “Phenomenological 
approaches are based on the concept of knowledge and 
subjectivity, and emphasise the importance of personal 
perspective and interpretation. As a result, they are very 
useful in understanding people’s subjective experiences, 
gaining insight into people’s motivations and actions and 
obtaining deep, rich data” (Babbie, 1998, p. 23). For this 
study, interviews were approached without preconceived 
expectations. Only after the findings were concluded, 
were the results compared to existing literature and to the 
model. 

RESEARCH METHOD

Research participants 

Participants were highly skilled employees who were on the 
succession plan of the sugar industry organisation in which 
the study was conducted. The highly skilled employees on 
the succession plan were identified by the senior managers 
of the organisation.  Succession plan candidates are 
internal employees who have been identified as having 
the potential to fill key positions in the organisation, should 
those positions become vacant (Mitchell et al., 2001). The 
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organisation is expected to provide critical development 
experiences to succession candidates, which will enable 
them to assume the responsibilities that come with the 
new role (Jackson & Schuler, 2003).

The sample consisted of fifteen employees in an 
organisation in the sugar industry in Swaziland, who 
were identified as highly skilled employees. There was 
a commitment for more participants, but a point of data 

saturation was reached by the time the fifteenth participant 
was interviewed. Of the fifteen who were interviewed: 
three were in senior management, six were Engineers-
in-Training (EITs), who have been identified as potential 
successors for various engineering posts; and six were in 
middle management. The ages of the participants ranged 
from 27 to 40 and all of them have a minimum of a 4-year 
degree. The biographical details of the participants are 
provided in Table 1.

 TABLE 1 CHARACTERISTICS OF PARTICIPANTS

Gender Years in Organisation Job Level Education level Age

Male 6 Middle Management Degree 29

Male 7 Senior Management Post-graduate Degree 40

Female 7 Senior Management Post-graduate Degree 38

Female 5 Middle Management Degree 36

Male 2 Engineering Trainee Degree 30

Male 15 Middle Management Degree 36

Female 2 Engineering Trainee Degree 32

Male 1.5 Engineering Trainee Degree 27

Male 2 Engineering Trainee Degree 28

Male 6 Engineering Trainee Degree 27

Male 4 Engineering Trainee Degree 33

Male 6 Senior Management Post-graduate Degree 32

Male 4 Middle Management Degree 31

Female 8 Middle Management Degree 34

Female 5 Middle Management Degree 28

RESEARCH PROCEDURE

Data collection

A qualitative data collection method (interviews) based 
on the phenomenological approach was used. According 
to Leedy (1997), because phenomenological studies 

depend mostly on in-depth interviews, it is important that 
participants are chosen purposefully, as this increases 
the value of the information received from small samples. 
Permission was requested from the relevant management 
of the organisation to carry out the research. 

A semi-structured interview method was used. According 
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to Neuman (2003), semi-structured interviews follow a 
developed interview guide, but the interviews are also 
open and allow for new ideas to be brought up during 
the interview. In this type of interview, the researcher 
normally has a framework of themes to be explored. 
The semi-structured interview consisted of 11 questions 
and the duration of the interviews ranged from 20 to 45 
minutes. Phenomenological interviews involve an informal 
interactive process that makes use of open ended 
questions and comments (Neuman, 2003).

Once all the interviews were done, they were transcribed; 
thereafter the data analysis process began. 

DATA ANALYSIS

Ensuring data quality

The phenomenological data analysis process involves 
processes such as coding and rating. Coding is an essential 
process within qualitative data analysis. For purposes of 
this research, the open coding method was employed. In 
qualitative research, coding involves organising the raw 
data into conceptual categories and creating themes or 
concepts that the researcher can use to analyse data 
(Neuman, 2003).  This entails assigning labels to pieces 
of data, so that all text under that label can be retrieved 
and brought together (Neuman, 2003; Blumberg, Cooper, 
& Schindler,  2008). 

When coding the data, the researcher organised the raw 
data into categories from which themes were created. The 
researcher took time to slowly go through the transcribed 
interviews, looking for critical words or themes; these 
were labelled and highlighted. Common themes were 
clustered together and the researcher analysed the data 
until repetitive themes were found. The researcher did, at 

times, change or create new themes while sifting through 
the data. After the themes and categories were identified, 
the data was examined for different types of meaning, if 
present. The coding process also involved continuous 
comparing and contrasting of newly acquired or emerging 
data. Thereafter, the researcher translated the language 
used by the participants into the scientific language 
appropriate for this study.  

Subsequent to coding the data, the researcher rated the 
data. Data rating is a representation of a list of items that 
are ordered according to their importance for the particular 
topic in question. Ties between ranks are normally allowed, 
with two or more items permitted to occupy equal positions 
in the ordered list (Blumberg et al., 2008). For purposes 
of this research, the data was rated according to the 
frequency that each theme was mentioned. 

RESULTS OF THE STUDY

In this section, the results of the study will be reported and 
discussed. The results will be discussed by focusing on 
the themes that emerged from the interviews. 

The number of Senior Managers, Middle Managers and 
EIT’s who mentioned a particular theme was summarised 
in tabular form. The results will be discussed and direct 
quotes from the interviews will be used to illustrate the 
themes.

Table 2 indicates highly skilled employees’ expectations 
of the organisation; the factors that would increase the 
probability of them leaving; and the factors that would 
motivate them to stay longer with the organisation. Themes 
that emerged, as well as the frequency at which the theme 
was mentioned, is shown per participant group. 
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TABLE 2 HIGHLY SKILLED EMPLOYEES’ EXPECTATIONS OF AN ORGANISATION (N=15)

THEMES
ENGINEERS-IN-

TRAINING
(n=6)

MIDDLE 
MANAGERS

(n=6)

SENIOR 
MANAGERS

(n=3)

NUMBER OF 
TIMES THEME 
MENTIONED

Career growth & promotion 
opportunities

6 3 3 12

Challenging work 3 3 3 9

Recognition 5 3 1 9

Training & development 4 2 1 7

Good leadership 1 4 0 5

Pleasant working environment 1 2 2 5

Competitive remuneration 1 2 1 4

Work-life balance 2 0 0 2

Based on the data obtained from the interviews, the 
following themes emerged as expectations of the 
organisation by highly skilled employees (supported by 
direct quotes from the participants):

Theme 1: Career growth and promotion opportunities 

This theme came out strongly amongst the participants as 
12 of the 15 participants reported that they were expecting 
career growth as well as promotion opportunities;  
they were considering leaving because of a perceived lack 
of career growth opportunities. Some of the statements 
made by the participants regarding this theme were: 

“... There is no concise and clear career path ...”; “... I 
would leave for an opportunity to grow and be allowed 
to make my own decisions and be accountable for 
them.”; “... Lack of responsibility and challenging work 
...”

Theme 2: Challenging work

A total of 9 employees reported that they expected to be 
given challenging work or a wide range of responsibilities. 
Some of the points made by participants regarding this 
theme were as follows: 

“... I thought I was going to be given challenging 
work ...”; “... I want to apply the skills I got during my 
studies and practical exposure, and be given a lot more 
responsibility ...”; “... I was hoping to get work that will 
challenge me”. 

Theme 3: Employee recognition

Of the 15 participants, 9 expected that their contribution 
and effort would be recognised. The following points were 
made by some of the participants, when asked about 
whether or not they feel their contribution was valued: 
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 “... My contributions are not always recognised 
...”;“... My inputs are not valued because I’m new 
...”; “... Sometimes your good suggestions are shot  
down without any explanations ...”; “... I do all  
the running around and my boss gets all the 
recognition.....’

Theme 4: Training and development

Of the 15 participants, 7 reported expecting to receive 
continuous training and development while in the employ of 
the organisation. Some of the participants mentioned that 
although they have attended a few training programmes, 
they feel this has not been sufficient, considering the 
period of time they have been with the organisation. 
They stated that there was training programmes that they 
would have liked to attend, but were not signed up for, for 
reasons unknown to them. Some of the comments made 
by the participants that apply to this theme were: 

“... I expected to get training, as laid out in my training 
programme. I’ve been here for almost two years, but 
I’ve only attended one training course - yet there are 
many more I’m supposed to attend ...”; ... “I expected 
to attend a few training courses, but it seems like not 
much training is done for people in our department 
...”; ...“I expected a lot of training and development, 
because of the size of the organisation. 

Theme 5: Good leadership

Of the 15 participants, 5 stated that they expected the 
organisation to have good leadership, yet a punitive 
management style was considered to be the predominant 
one. Some of the comments made by participants 
regarding this theme were as follows: 

“... the punitive management style...”; “... Managers 
should get soft skills training, although it might not 
be effective, because some of them won’t change 
the way they’ve been treating people all along - it’s in 
them.”; “... They should change the management and 
leadership style in certain areas: people are unhappy 
with it.”

Theme 6: Pleasant and professional working 
environment

A total of 4 out of 15 employees joined the organisation 
with the hope of working in a pleasant and professional 
working environment. They expected a vibrant place 
with friendly people, as well as the opportunity to build 
good networks. Others mentioned that they expected a 
place with an energetic work culture. Employees made 
comments such as the following in relation to this theme: 

 “I expected to work in a professional environment, 
because that’s what it looks like from the outside 
...”; I expected a place with friendly, motivated 
employees and a good work culture ...”; “I expected 
good relationships and networks and a vibrant place 
to work in”.

Theme 7: Competitive remuneration

Regarding remuneration, 4 out of 15 participants reported 
expecting to get a competitive remuneration package 
when joining the organisation, because of the size of the 
organisation and the reputation that the organisation has 
for paying well. Remuneration encompasses both salary 
and benefits.  Statements that were made regarding this 
theme were:    

“... good pay ...”; “good salary ...”;“... good package ...” 
and “... good pay and benefits.” 

Theme 8: Work-life balance 

Two employees, both EIT’s, expected to have a good 
work-life balance. They made the following comments 

    “... The very long working hours; I don’t see my  
family for a week sometimes, I just go home to sleep. 
We are given impossible deadlines to work on...”; “... 
I thought I’d have enough time after work to exercise 
and relax. I wanted to register for a course, but 
because we work so late, I don’t think I’ll have time 
to study.”
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Following the presentation of the research findings, the next 
section will focus on discussing the research findings. Table 
3 below illustrates the number of employees: who stated 

that their expectations of the company were met; and the 
number of employees who felt that their expectations were 
not met. 

TABLE 3 FULFILMENT OF HIGHLY SKILLED EMPLOYEES’ EXPECTATIONS

EXPECTATIONS
ENGINEERS-IN-

TRAINING
(n=6)

MIDDLE 
MANAGERS

(n=6)

SENIOR 
MANAGERS

(n=3)
TOTAL (%)

Expectations met 3 2 2 46.7

Expectations not met 3 4 1 53.3

In relation to all the themes that came up, over half (53%) 
of the highly skilled employees felt that their expectations 
of the organisation were not met. Only five of the fifteen 
participants interviewed stated that they intended to stay in 
the organisation for the next 2 to 3 years. This was attributed 
to the unmet expectations. 

The majority of the employees who expressed dissatisfaction 
in terms of the expectations they had when they joined 
the company were the EITs and some middle managers. 
The age range of this group was between 27 and 33 and 
they have all been with the organisation for less than 6 
years. The only unmet expectations that would not drive 
the interviewees to leave the company were a lack of a 
pleasant and professional work environment, and the lack 
work of work-life balance. Regarding all the other themes, 
the interviewees felt strongly about them – to the extent that 
the expectations not being met would make them consider 
leaving the organisation. 

The specific expectations that highly skilled employees 
had of the organisation included: competitive remuneration 
package; promotion opportunities; good leadership; 
a pleasant working environment; work-life balance; 
challenging work; extensive training and development 
to foster career and personal growth; recognition of the 

contribution made to the organisation. Whether or not these 
expectations were met seemed to have a direct bearing on 
highly skilled employees’ intentions to stay with or leave 
the organisation within two to three years. The study thus 
indicated that unmet expectations influenced participants’ 
intention to leave.

Highly skilled employees stated that they expected a 
competitive salary. The organisation offered attractive 
fringe benefits, but employees felt the cash component was 
low compared to what their peers were earning in other 
companies. The majority of the employees who appeared 
to prefer more money over fringe benefits were younger, 
single employees, who have not started a family as yet. 

Expecting a good work-life balance was mentioned by EITs. 
The majority of employees who mentioned having to work 
late on a regular basis said the pressure came from working 
in under-staffed departments, resulting in them having a 
high workload.

The vast majority expected career growth when joining 
the organisation and this was largely due to the size of the 
organisation, as it is the largest organisation in the country. 
Training and development opportunities were linked to 
promotion opportunities, as receiving extensive training and 
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development was perceived as enhancing one’s chances of 
moving up the career ladder. 

A number of participants mentioned expecting to be 
challenged by the work they do. Instead, they were 
experiencing the opposite. The feeling of being under-
utilised was stated as a reason that would make them 
consider leaving the organisation. 

Recognition for the contribution they make to the organisation 
was also listed as something that was expected, yet lacking. 
A number of participants stated that they felt their managers 
did not recognise the amount of effort they put into their 
work, especially considering the long hours they work. A 
few mentioned that they were professionals in their field, 
yet were not treated as such. 
Some of the participants said they expected good 
leadership within the organisation. Instead, it appeared 
that some managers adopted an autocratic and punitive 
management style. Some interviewees stated that some 
managers have absolutely no tolerance for mistakes and 
threaten employees with a disciplinary hearing should they 
make an error. Disciplinary hearings were said to be rife in 
certain divisions, which was said to instil fear in employees 
and led to them dreading going to work. 

Some interviewees said they were expecting a pleasant and 
professional working environment. They noted that, from 
the outside, the organisation looks like a pleasant place to 
work, and one would expect an organisation such as this 
one to be very professional in the manner in which things 
were done. Unlike the other themes that were mentioned, 
the lack of a pleasant and professional work environment 
was not something the interviewees felt so strongly about 
that it would make them consider leaving the organisation. 

The findings indicate that slightly more highly skilled 
employees felt that their expectations were not met than 
those who felt their expectations were met. Career growth 
and promotion opportunities, challenging work and 
employee recognition ranked highly amongst the factors that 
highly skilled employees expected from the organisation; 
a competitive remuneration package and a good work-life 
balance were some of the least mentioned factors, as far as 
their expectations were concerned. 

MANAGERIAL APPLICATIONS

It is important for organisations to get the mix between 
tangible and non-tangible incentives right. Tangible 
incentives are those such as pay or other monetary 
benefits; intangible incentives are those such as the work 
environment, the relationships that have been formed, 
working conditions, and opportunities for growth (Allen, 
Shore, & Griffeth, 2003). Employees usually evaluate 
these against the opportunities of attaining more attractive 
incentives elsewhere, as well as the ease, or not, of 
moving from one organisation to another. If organisations 
and managers had an understanding of the incentives-
contribution balance, they would be in a position to manage 
individual turnover decisions (Allen et al., 2003). Aspects 
such as satisfaction with one’s job and organisational 
commitment are the main contributors in employees’ 
decision to leave an organisation as they can start off the 
withdrawal process (Bauer, Bodner, Erdogan, Truxillo, & 
Tucker, 2007). The withdrawal process usually involves 
“thoughts of quitting, evaluation and comparison of other 
opportunities, turnover intentions and eventually turnover 
behaviour” (Allen et al., 2003, p. 53). In order to curb this 
behaviour, managers and organisations can monitor the 
key job attitudes that lead to employees thinking about 
quitting or staying. Additionally, they should also be aware 
of the options and attractions that employees are aware of. 
In other words, they should know what their competitors or 
other organisations are doing, which might attract highly 
skilled employees (Bauer et al, 2007). 

Other important factors that were found to play a role in 
many turnover decisions were: the relationship between 
an employee and his/her supervisor; role clarity; and role 
conflict. What organisations can do to tackle these problems 
is to prepare supervisors better for the supervisory role 
through training and/or mentoring (Allen et al., 2003). 
Regarding role clarity and role conflict, organisations 
need to make sure that roles are clearly defined and 
communicated (in order to prevent any confusion or 
overlaps), as well as to offer adequate support where 
needed 

Managers can contribute to making the workplace a 
satisfying one to work in. This can be done through making 
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opportunities for training and development available 
to employees, because opportunities such as these 
may motivate employees to stay with the organisation. 
Training and development could also be linked to tenure, 
e.g. making employees reimburse tuition fees that the 
organisation made available, if they leave within a specific 
period of time. This helps the organisation to retain the 
required skills and competencies that employees have 
acquired (Hay, 2002). 

With regard to recognition, Jackson and Schuler (2003) 
argue that employee recognition goes a long way 
when trying to retain key employees. People like to feel 
appreciated for a job well done, especially if they have 
gone the extra mile to achieve a certain result. A manager, 
by extending his appreciation for the effort his team, or 
a member of his team puts in, motivates that employee 
or employees to continue working in that same manner, 
which ultimately benefits the manager as well. Efforts that 
go unnoticed demotivate employees and play a role in 
increased turnover (Jackson & Schuler, 2003).

Fostering initiatives to promote and/or increase employee 
engagement is also likely to decrease employee turnover 
rates. A number of approaches can be used to increase 
employee engagement, such as job rotation or task variety, 
employee recognition, encouraging team cohesion, and 
supporting challenges that employees face in their work 
(Mitchell et al., 2001). 

As stated by Allen (2008), when developing a broader 
decision making frame, managers can first try to determine 
the extent to which turnover is a problem, by conducting 
a comprehensive turnover analysis. The second step 
would be to interpret the analysis made and to link it to 
the organisational context. In order to generate possible 
outcomes, the organisation would need to consider its 
past, present and future trends, as it would be difficult to 
interpret a slight increase in turnover without considering 
these trends. The third and last step would be for the 
organisation to adapt cause-effect relationships in as far 
as turnover is concerned, by collecting and diagnosing 
data (Allen, 2008). Therefore, reliance on one source of 
data is seen as  a narrow decision making frame, because 
even the employees who stay with the organisation could 

be dissatisfied with their pay and are possibly still there 
because of a lack of alternatives.

CONCLUSION

The objective of this study was to investigate the 
expectations that highly skilled employees have of an 
organisation. Furthermore, the researcher wanted to 
explore whether financial incentives are indeed not enough 
to retain highly skilled employees, as purported by retention 
models. Based on these findings, recommendations are 
made for a retention strategy for the organisation in which 
the study was done. 

In general, the findings of the study were in line with the 
assertions made in literature on retention, i.e. that monetary 
rewards alone are not enough to retain highly skilled 
employees. They expect a lot more from organisations, 
and a majority of employees would leave an organisation 
if their expectations are not met, despite the financial 
inducements that are offered. 

The similar characteristics between the retention model 
and the findings of the study were characteristics within 
work environment and organisational support where a 
majority of the highly skilled employees’ expectations fell. 
These were: career growth and promotion opportunities, 
employee recognition; training and development; good 
leadership; a competitive remuneration package; and 
a pleasant working environment. A theme that emerged 
from the job content characteristic in the model was that 
of an expectation of challenging work. This theme was 
mentioned by many of the participants. Similarly, only one 
theme came out of the personal characteristics category 
in the model, that being a good work-life balance. None 
of the variables in the external characteristics category 
were mentioned.  It can therefore be said that: the 
most applicable characteristic to this study in relation 
to the retention model was the work environment and 
organisational support characteristic; the least applicable 
was the external characteristics. 

It cannot be denied that monetary compensation has 
a role to play in retention, as many employees will 
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leave an organisation for another organisation that 
pays better (Griffeth & Hom, 2001). It is therefore no 
surprise that the organisation where the research was 
done focuses on retention allowances to retain its highly 
skilled employees. Although a competitive remuneration 
package was mentioned by some of the participants 
as a factor that attracted them to the organisation, only 
one participant (a senior manager) felt that the current 
practice of remunerating highly skilled employees was 
an effective strategy to retain them. It appears that once 
highly skilled employees join an organisation, strategies 
such as training and development and opportunities 
to move up the career ladder take precedence. This 
came out strongly in the interviews, as it was the most 
frequently mentioned factor. Chambers (2001) states that 
employees will leave an organisation if they believe that 
it is the only way for them to move up the career ladder. 
Organisations and industries would do well to heed that 
assertion should they wish to retain their highly skilled 
employees.
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ABSTRACT

The purpose of this study was to investigate the presence 
of emotional labour and how it is practiced by Information 
and Communications Technology (ICT) and Construction 
project managers in South Africa. Stakeholder relationship 
management, which implicates emotional labour and 
stress, has become a critical part of project management 
and is a neglected field in project management research. 
This study was based on mixed methods, including a 
survey and semi-structured interviews. Quantitative 
data were collected from a non-probability purposive 
sample of 225 project managers (125 Construction and 

100 ICT), whereas qualitative data were sources from 
four Construction and three ICT project managers. The 
data collection instrument included the Emotional Labor 
Scale designed by Brotheridge and Lee and the Shirom-
Melamed Burnout Model. The results showed that 
emotional labour in the form of both surface acting and 
deep acting is practiced by project managers, which was 
significantly positively related  to high levels of stress and 
burnout. Managerial implications and recommendations 
for further research are mentioned.

Keywords: emotional labour, stress, burnout, project 
managers, ICT and Construction projects 
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INTRODUCTION

Projects as means of delivering work outcomes in  
outh Africa are major economy drivers and even more 
so in the ICT and construction environment, where 
work is primarily performed by projects. Both ICT and 
construction projects are highly dynamic and contains 
much uncertainty, which in its very nature contributes 
towards higher work-related stress levels (Asquin et 
al., 2010; Love et al., 2009; Mohr & Wolfram, 2010). In 
general a Project Manager’s (PM) job is known to be one 
of the most stressful as responsibility and accountability 
is a direct job requirement for project success or failure. 
Leung et al., (2011:312) recognized the stressful work 
environment in construction and agree that most 
construction project managers suffer from stress, as they 
are “often driven by the time pressures, uncertainties, 
crisis‐ridden environment, and dynamic social structures 
that are intrinsic to every construction project”. In a later 
study Pinto et al., (2014) confirmed the prevalence of high 
job stress and possible burnout in project managers and 
called for awareness and attention to stress management 
in project environments. 

The dynamic social structures referred to by Lueng et al., 
(2011) are embedded in the complexity of stakeholder 
relationship management, a key performance area in 
the PMBOK® Guide – Stakeholder Management (PMI, 
2013). Barry and Uys, (2011) found that one of the 
most important project success factors in South Africa, 
as rated by project managers, are client/customer 
satisfaction. Project managers are thus expected to 
manage stakeholder (customer) relations as a core job 
role, especially with those stakeholders who have high 
power and high interest in the project – these are usually 
people with money and/or high political affiliations. It 
was established that job role expectations of having 
to satisfy customers lead to a phenomenon called 
‘emotional labour’ (EL) (Hochschild, 1983). EL was found 
to create elevated stress levels and possible burnout of 
employees (Grandey, 2003). This paper will discuss the 
related literature in support of the problem and research 
questions, followed by the used methodology to answer 
the research questions, then discuss the findings and 
end with managerial implications and a conclusion.

PROBLEM INVESTIGATED

Emotional labour is seemingly inevitable in project work 
as a project is a unique endeavour of which the end result 
and outcome must satisfy the requirements of multiple 
stakeholders and simultaneously balance competing 
concerns for budget, schedule, quality standards and 
stakeholder satisfaction. It is known that project managers 
increasingly have to build positive relations and satisfy 
stakeholders’ needs in addition to manage project 
resources, scope, quality and time schedules. This 
multitude of job roles and responsibilities postulate a burden 
on project managers and thus the additional requirement 
of stakeholder relationship management requires further 
research into the prevalence of emotional labour (EL), 
work related stress and burnout of project managers.  
Much research has been done lately on emotional labour 
in the service industry (Gabriel & Diefendorff, 2015), but 
very little, if any, in project environments. The focus of 
this study is on the dynamic social structures (stakeholder 
relationship management and individual characteristics) 
as stressors mentioned by Lueng et al., (2011) and 
the possible added job stress experienced by project 
managers due to them practicing emotional labour.

RESEARCH QUESTIONS

As the purpose of this paper is to provide evidence for the 
existence of emotional labour and how it possibly relates 
to work stress and burnout as experienced by ICT and 
Construction project managers within South Africa, the 
research questions to be answered are:

•  Is emotional labour experienced by ICT and 
Construction project managers?

•  What emotional labour strategies are practiced?

•  How does the existence of emotional labour possibly 
relate to stress and burnout of project managers?

•  What are the stakeholder relationship experiences 
of project managers and how do they relate to the 
construct of emotional labour practiced?
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LITERATURE REVIEW

In 1983, Arlie Hochschild published a book on emotional 
labour, where she describes the process of employees 
regulating their emotions at work in such a manner that 
they conform to organisational expectations of customer 
satisfaction or service delivery. This regulation of emotions 
against display rules stipulate which emotions should be 
expressed whilst on the job. It has been theorised that 
if employees feel emotions that contrast the display rule 
they will act by regulating their emotions to display what is 
required from the organisation. People are social beings 
expressing different emotions on a daily basis; however at 
work people suppress their emotional display to conform 
to work environments (Saarni et al., 1998). Gross (1998) 
defines emotional regulation as the process by which 
individuals influence their own emotions by choosing 
which emotions to have, when to have them and how they 
experience and express these particular emotions. When 
emotional regulation occurs within the context of the work 
environment it is called ‘emotional labour’ (Brown, 2011).  
Hochschild (1979, 1983) argued that emotional labour in 
the service industry (as is much of a project manager’s 
current role - to deliver a service to the stakeholders) is 

performed by two regulation strategies, being: ‘surface 
acting’ and/or ‘deep acting’. 

Surface acting, involves “Simulating emotions that 
are not actually felt, which is accomplished by careful 
presentation of verbal and non-verbal cues, such as 
facial expression, gestures and voice tone” (Ashforth & 
Humphrey, 1993:92). It does not mean the actor does not 
experience any emotion but instead displays an emotion 
that is not felt (Ashforth & Humphrey, 1993). In surface 
acting the employee pretends by faking the required 
emotion and suppresses the felt emotions during the 
interaction (Grandey, Diefendorff & Rupp, 2013). Deep 
acting, involves a service agent attempting to “actually 
experience or feel the emotions that one wishes to display” 
(Ashforth & Humphrey, 1993:93). Deep acting can also be 
described as actors ‘psyche themselves’ for a role in the 
same way, the service provider psyches himself or herself 
for a desired emotion” (Ashforth & Humphrey, 1993:93). In 
deep acting the employee puts in effort to feel and express 
the required emotion by changing the felt emotion to align 
with the display rule (Grandey, Diefendorff & Rupp, 2013).
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FIGURE 1: THE EMOTIONAL LABOUR PROCESS IN THE CONTEXT OF PROJECT MANAGEMENT (AUTHOR’S OWN)

In Figure 1, the process of emotional labour within the 
context of project management is illustrated and will be 
further described supported by the literature. The project 
manager experiences high demands from the project 
environment, both internally and externally, in order to 
deliver the project within time, cost quality and scope. The 
various stakeholders (sponsors, shareholders, government 
officials, clients, team members and community) all have 
their own expectations of what and how projects should be 
delivered. Above all, the project manager has to manage 
this multiple stakeholder relationships, where individual 
dynamics of power basis, desires and a myriad of 
diversities come to play. This causes emotions to flare up 
and if the project manager’s emotion is not in congruence 
with the emotion-rule, e.g. smile at all cost as the job 
demands it, emotional-rule dissonance occurs – the start 
of the EL process. The pretence or exertion in regulating 
emotions during an interaction with stakeholders causes a 
discrepancy between felt and displayed emotion, termed 
by Grandey et al., (2013) as ‘emotion-rule dissonance’.  
This engagement of opposing feelings requires effort 

and can lead to high stress levels (Grandey, Diefendorff 
& Rupp, 2013) as either distress or eustress in project  
management (Barkhuizen & Du Plessis, 2014). Previous 
research on emotional labour indicated that ‘surface 
acting’, not as much ‘deep acting’, is the predictor of 
distress and burnout, whereas ‘deep acting’ can actually 
lead to eustress and improved performance (Grandey, 
2003). The project manager has to regulate his/her emotion 
(emotional regulation) by displaying the strategies of 
either surface or deep acting. This takes effort, where self 
–efficacy and rewarding social relationships are important 
in determining the effect on well-being, thus the effects of 
stress and burnout experienced by the project manager. 

RESEARCH METHODOLOGY

A sequential mixed method study design was chosen 
to answer the research questions. First the quantitative 
study was completed. The results from the qualitative data 
informed us that emotional labour, stress and burnout is 
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rife in projects. The confirmation of quantitative results 
was sought with deeper insights, thus followed by the 
qualitative part. 

A survey design was chosen for the quantitative data 
collection, which was based on distributing both hard-
copies and an on-line self-report questionnaire. The 
survey instrument was compiled from the Emotional 
Labor Scale (ELS) designed by Brotheridge and Lee 
(2003), including five items measuring surface acting and 
three items measuring deep acting, as well as six items 
measuring physical fatigue and burnout from the Shirom-
Melamed Burnout Model (Shirom & Melamed, 2005). In 
addition biographical data to verify the sample group was 
collected. For ethical purposes questionnaire anonymity 
was required and consent in participating was sought from 
each respondent.

A non-probability purposive sampling method was chosen 
for the survey and a convenient sample for the interviews 
as the respondents had to be project managers in ICT and 
Construction companies from South Africa. The on-line 
survey was performed using the link to Survey Monkey 
(www.surveymonkey.com). Questionnaires were distributed 
to a sample of 205 construction project managers of whom 
125 successfully completed the on-line questionnaire 
and 103 ICT project managers of whom 100 completed 
the questionnaire. The quantitative data were statistically 
analysed using SPSS version 22. The semi-structured 
interviews were conducted after the survey was completed 
with seven project managers (four from construction 
and three from ICT), the number of participants were 
determined through data saturation. The seven transcripts 
from the interviews were analysed using content and 
thematic analysis.

Biographic description of thesample group

Starting with a biographic description of the 
sample group as background, the results are 
reported according to the stated research 
questions. The results were drawn from a sample of 330 
indicating a response rate of 68% (n=225). This is a very 
good response rate, especially from the ICT respondents, 

indicating that they felt this research is important to them.

Frequency Distribution for Age

The majority of respondents (45%) were between 31 and 
40 years of age, following with 25% respondents in the age 
group 41 and 50 years of age and 20% in the age group 
of 51-65. The retirement age is 65 in most organisations 
within South Africa, however 10% of respondent project 
managers were post retirement. This age distribution is a 
reflection of the current project manager profile, as this 
environment calls for maturity and experience with some 
post-retirement project managers acting as possible 
mentors or consultants.

Frequency distribution for Gender 

The vast majority (80%) of the respondents were male. 
This is to be expected as the project environment is a male-
dominated domain. However, irrespective of employment 
equity and special efforts to attract women to projects, 
there still is gender inequality.

Frequency Distribution for Ethnicity 

The respondents were predominately (75%) White/
Caucasian, with 12% Black (Africans) and 13% Asian. 
This shows that irrespective of South Africa being a 
democratic country with strict labour legislation on ethnic 
representation there are still a minority of non-white project 
managers in ICT and Construction within the companies 
being represented.  

RESULTS AND FINDINGS

Emotional labour strategies (Surface 
acting or Deep acting) practiced by project 
managers 

In Table 1 the emotional labour practiced by construction 
project managers are indicated per emotional labour item 
for Surface Acting (SAEL) and Deep Acting (DAEL).
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TABLE 1: EMOTIONAL LABOUR STRATEGIES AND ITEM DESCRIPTIVE STATISTICS

Surface Acting Emotional Labour  (SAEL) Deep Acting Emotional Labour  
(DAEL)

Variables/Items Put on an 
act

Fake a 
good 
mood

Put on a 
show Pretend Mask

Try to 
experience 
emotions

Make an 
effort to 

feel

Work hard 
to feel

n 225 225 225 225 225 225 225 225
% respondents 
practicing EL 
item often to 

always
56 54 48 36 38 43 56 57

The practice of both surface and deep acting is evident 
from Table 1 with between 36 to 57% of respondents 
indicating that they often to always practice emotional 
labour in projects. The most prevalent choice, as indicated 
on the Likert scale, was “sometimes” to “often” which 
shows that emotional labour is practiced by ICT and 
Construction project managers when executing their daily 
work activities. The respondents indicated in less than 
10% of the cases that they “never” practiced ‘surface 
acting’ when dealing with project stakeholders.

The practice of surface acting: 54-56% of respondents 
indicated that they “often” to “always” practice: “Put on 
an act in order to deal with customers/stakeholders in 
an appropriate way” and “Fake a good mood” when 
interacting with a stakeholder during the project life cycle. 
This is an upsetting indication as it suggests that much 
effort is utilised causing distress with the possibility of 

turning to burnout. The practice of ‘deep acting’: 43-57% 
of respondents indicated that they “often” to “always” 
practice deep acting. This is slightly more than ‘surface 
acting’, which on the other hand is encouraging as it shows 
that the enabling side of emotional labour (Grandey, 2003) 
as practiced by project managers can enhance project 
performance.

The relatedness of emotional labour to 
stress and burnout experienced by project 
managers

More than 60 % of project managers indicated that 
they experience some form of burnout. The signs of 
physical burnout is high as indicated in Table 2. Feeling 
tired, physically drained, fed up and dead batteries are 
experienced by most respondents. Even experiencing 
having “no energy” is more than average with 58%.

TABLE 2:  PHYSICAL BURNOUT EXPERIENCED BY PROJECT MANAGERS

Physical Burnout measure item Feel tired No 
Energy

Physically 
drained Fed up Dead 

batteries Burned out

N= 225

% respondents experiencing burnout 
often to always 85 58 77 71 69 62
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In Table 3 the Pearson Correlation test results between 
Emotional Labour and Burnout indicate that there is 
a significant moderately positive correlation between 
‘Surface Acting’(SAEL) and all three facets of burnout 
i.e. physical fatigue, cognitive weariness and emotional 
exhaustion. ‘Deep Acting’ (DAEL) and burnout does not 
have any real significant correlation.  This is congruent 
with the findings of Grandey (2000),  Brotheridge and Lee 
(2002). They found ‘surface acting’ and ‘deep acting’ as 
separate constructs, where surface acting is related to all 
three facets of burnout. Surface acting is prone to cause 
higher levels of emotional exhaustion, depersonalisation 
and a lowered sense of personal accomplishment than the 
practice of deep acting. It can be concluded that surface 
acting is linearly related to distress and subsequent 
burnout. Therefore the practice of surface acting is one 
of the antecedents to burnout. Deep acting however does 
not seem to have a high impact on burnout in project 
managers, which correlates with the findings of Grandey 
(2003) and Kruml and Geddes (2000). It is known that 
when a person represses their actual feelings in the work 
place it leads to burnout, whilst adapting their feelings to 
the situation, showing empathy or understanding, seems 

to be helpful or at least less harmful to the person. 

It has been shown nationally and internationally 
that work related stress and burnout play a pivotal role 
in high turnover, low retention, poor job performance, 
absenteeism and increased healthcare costs and this is 
a reality in stressful work places where customer care 
and satisfaction is important (Khamisa et al., 2015). Thus 
extended periods of stress, of which burnout is a facet in 
ICT and Construction project environments will inevitably 
affect the project managers and project delivery. The 
practice of emotional labour and the experience of burnout 
can lead to a loss in project team perspective, which in 
turn can leads to a breakdown of team performance. 
All of these are detrimental to project delivery and the 
organisation. These factors can further lead to overhead 
costs that an organisation must absorb. In addition burnout 
could lead to negative health outcomes of the project 
manager and team members, such as psychological 
distress, depression, injuries and cardiovascular disease 
to mention a few possibilities (Barkhuizen & Du Plessis, 
2014).
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The data from the interviews conducted showed deeper 
insights and contributed to the quantitative results 
and findings by expanding to the real life experiences 
and practice of emotional labour, stress and possible 
burnout signs. In exploring the stakeholder relationship 
experiences of project managers and how it relates to 
the construct of emotional labour mentioned it is evident 

that emotional labour is part of project work as indicated 
in Figure 1. For the purpose of this paper a summary of 
evidence quotes and content analysis (underlined) by the 
seven participants (P1-P7), see Table 4, are provided as 
proof of emotional labour in project managers daily work 
life. 

TABLE 4: SUMMARY OF EVIDENCE QUOTES OF EMOTIONAL LABOUR PRACTICED BY PROJECT MANAGERS

Participant Evidence quote EL strategy (SAEL or DAEL) and 
consequence

P1( ICT)
White, Male, 35 
years

“They [customer] do not understand the complexity of 
IT projects…. I am tired of explaining ….. I know I have 
to be patient, but I am telling you…… I do not enjoy this 
anymore….”

Deep Acting (Being patient)

Tired and losing energy (signs of 
Physical Burnout)

P2 (ICT)
Asian, Male, 32

“Some people are difficult….I have to ensure they 
operate the new IT system…..sort of customer care after 
implementation of the system. They want me to do their 
work, which I cannot and then they blame me. I have to 
pretend I am OK, but I am not… I am running around like 
a mad thing trying to cope with all the calls… too much, 
just too much..”

Surface Acting (Pretend)

Running around like mad thing..
too much (signs of Cognitive 
weariness and physical fatigue 
-Burnout)

P3 (ICT)
Asian, Woman, 40

“All I try and do is stay sane….by putting up a show…
every morning I go to work… It is show time again!” It 
freaks me out to think up a new show!

Surface acting (Show time)

(signs of Cognitive weariness and 
physical fatigue -Burnout)

P4(Construction)
White, Male, 53

“Construction is not for emotional people… you have 
to be tough and in control… say what you want to say 
and get on with it…I am paid to do my work and people 
know it”

Deep Acting ( In control)

(Unable to be sympathetic- 
emotional exhaustion can occur 
..does not want to acknowledge 
emotion in the workplace)

P5(Construction)
White, Male, 30

“ the unskilled labour and union demands are getting 
my blood pressure up … you cannot say much then you 
are labelled as a bad person… I have developed this grin 
and then they know that is it….”

Surface acting (Grinning = Mask)

( Emotional exhaustion, can tip 
over - Burnout)

P6(Construction)
Black, Male, 36

“Hey… I am honest I do not know how to read people..
some stakeholders are fine, but some are difficult and do 
not understand any reasons.. I have to wait for suppliers 
to deliver and…if they do not deliver on time, I am in 
trouble…I have shown empathy and just carried on…”  

Deep Acting - empathy

P7(Construction)
White, Male, 44

“..it is not easy to work with people, but we have to…
no choice. Things have changed a lot in construction…. 
As project manager I am not in charge any more, I have 
to execute what the PMO (Project Management Office) 
says….. they often are clueless on what happens on 
site, but life goes on…... I have a job”

Deep Acting – life goes on
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In addition to the above evidence quotes in Table 3 two 
participants, one from Construction and one from ICT, 
have each described a classical situation where and 
how they have experienced emotional labour with the 
resultant consequence of stress and signs of burnout. 
When they were asked to narrate on how they controlled 
their emotions and how they felt the following excerpt of 
narratives were presented: 

P7 (Construction Project Manager):  “there was 
this client who had more money than brains… as you 
know these people [people with money] are powerful 
in construction projects and you are expected to 
jump when they talk… Every day he came up with 
a new idea, I think he got it from designer books,…..
This caused scope creep and I had to put in a 
change request  so often… I think the PMO [Project 
Management Office] thought there was something 
wrong with me….. We are a big company and I am 
lead PM [project manager] responsible for resources 
and off cause customer relations… client satisfaction 
is now a key project deliverable.

In the beginning I tolerated it but after 6 months I have 
had enough. How do you tell this person to back off?
I felt frustrated, stressed out and just could not take it 
anymore. I stopped smiling, I stopped living. My wife 
said I must check myself in the mirror as my face is 
changing. I developed extreme headaches and it got 
out of control……….. I often thought of quitting, but I 
am still going![for how long?]”

P2 (ICT Project Manager): “There is this lady at work 
who calls me at least five times a week to assist her 
with PC related problems. She is senior and she knows 
it. I have really tried to assist her and even typed out 
a step-by-step guide of what to do, but nothing helps. 
I am in charge of the roll-out project and have to set 
an example to my team…… I am biting on my teeth 
every time she calls and I even have nightmares 
about her…… It feels as if I am working with Godzilla. 
Sometimes I ask myself why do I have to take this and 
then I realise in this [ITC] environment it is part of your 
job and my team must also feel like this………I don’t 
think this is a healthy situation…  .“ 

These narratives are indicating the reality of emotional 
labour and related stress and signs of burnout in everyday 
work as experienced by project managers within a 
stakeholder relationship where effort was displayed in 
regulating emotions at work. Surface acting is displayed 
in both cases with expression of frustration and felt stress. 
The impact of stress is reflected as signs of burnout in the 
form of headaches and biting on teeth with the realisation 
of an unhealthy situation.

DISCUSSION

This section of the paper will discuss the findings in 
answering the research questions supported by the 
literature. 

Is emotional labour practiced by ICT and 
Construction project managers?

The results from the quantitative survey indicated 
that emotional labour is indeed practiced by ICT and 
construction project managers. During the interviews it 
was observed that the ICT project managers were finding it 
easier to express their emotional side of work if compared 
to Construction project managers, who also found it 
difficult to complete the questionnaire as their response 
rate was less and in the interviews they tried to steer away 
from emotions in the work place and act tough.

What emotional labour strategies are 
practiced by project managers? 

The results indicate that all levels of emotional labour are 
practiced. The level of emotional labour practiced, being 
“surface and/or deep acting”, differs. When looking at 
the quantitative data it shows that “surface acting” with 
attributes such as “putting on a show”, “pretending” and 
“putting on a mask”, is not practiced that often.  “Deep 
acting” is practiced more often than “surface acting” by 
project managers. This indicates that project manager’s 
adapt their felt emotions to organisational expectations 
and deal with the stakeholders directly and discretely. 
Construction employees are known to be direct, however 
the notion of customer service requirements and 
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stakeholder relationship management in projects show the 
presence of both surface acting and deep acting. Though 
when looking at the face-to-face interview data transcripts 
and narratives the project managers expressed real 
emotions including both surface acting and deep acting, 
depending on the stakeholder relationship experience.

Respondents indicated that they “fake a good mood” and 
“put on an act” more than often, which show that ‘surface 
acting’ is required during interactions and engagements 
with key stakeholders, especially those who have high 
power and interest in the project. This is congruent with the 
findings of Grandey (2000), Brotheridge and Lee (2002), 
who found ‘surface acting’ and ‘deep acting’ as separate 
constructs and that surface acting is related to all three 
facets of burnout, making the presence of ‘surface acting’ 
a predictor of burnout. The practice of ‘surface acting’ has 
the effect of increased emotional estrangement, reduced 
job involvement and reduced role identification, whereas 
‘deep acting’ has the opposite effect and leads to decreased 
emotional estrangement, increased job involvement and 
increased role identification (Grandey, 2003).

How does the existence of emotional labour possibly 
relate to stress and burnout of project managers?
It is evident that project managers experience emotional 
labour, stress and burnout in the execution of their work 
activities. As stakeholder relationship is very important 
in project management, stress and emotional labour can 
negatively affect the relationships mainly due to ‘surface 
acting’ and the possibility of depersonalization and burnout 
(Grandey, 2003); Kruml & Geddes, 2000). Surface acting 
is prone to cause higher levels of emotional exhaustion, 
depersonalization and a lowered sense of personal 
accomplishment than the practice of deep acting. It can be 
concluded that surface acting is linearly related to burnout. 
Therefore the practice of surface acting is one of the key 
antecedents to distress and possible burnout in project 
managers.

‘Deep acting’ does not seem to have a major influence 
on burnout in project managers, which correlates with 
the findings of Grandey (2003), and Kruml and Geddes 
(2000). When a project manager suppresses their actual 
feelings (surface acting) it contributes to burnout, whilst 

adapting their feelings (deep acting) to the situation seems 
to be helpful or at least less harmful to the manager. ‘Deep 
acting’ indicates that project managers have to make an 
effort to experience the emotions that they consider they 
should feel towards project stakeholders. As evident from 
this study ‘deep acting’ and burnout does not have any 
significant correlation. 

What are the stakeholder relationship experiences 
of project managers and how do they relate to the 
construct of emotional labour practiced?

Both ICT and Construction project managers have 
expressed situations of practicing surface and deep acting. 
In general they react with frustration and uncertainty of 
where this is taking them. Many of them have also indicated 
that emotion is not something they talk about at work, but 
they know how they feel if they have to act or pretend in a 
way to keep peace. During the interviews much realisation 
came to the fore about the possible consequences of 
stakeholder relationships management, emotional labour 
and personal well-being.  

MANAGERIAL IMPLICATIONS

If organisations do not take notice of the possible effects 
of the surface-acting strategy of emotional labour in the 
work life of ICT and Construction project managers, it can 
have serious consequences for personal well-being and 
project delivery. Emotional labour can be both detrimental 
(surface acting causing distress) and advantageous 
(deep acting causing eustress) to the project manager 
and can subsequently effect the project organisation. 
Acknowledging the presence of emotional labour, and its 
contribution to stress and burnout, is proven to be a reality 
in project work and needs to be noted. This research 
strengthens the realisation that ICT and Construction 
project work respectively is not just about “systems design 
and implementation” or “bricks and mortar”, but that 
human beings with emotions are involved, which need to 
be acknowledged and reckoned with. Furthermore, project 
work encompass stakeholder relationships management 
on a daily basis, which contain feelings and interpersonal 
interactions as indicated in this study and not just task 
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delivery. Much more research is needed on emotional 
work and emotional labour in the project environment 
as ‘surface acting’ can have a detrimental effect on 
project delivery and organisational goal achievement. 
As the project environment becomes more politicised 
the possibility of ‘surface acting’ might increase during 
stakeholder interactions and impact negatively on the 
relationships with subsequent distress and burnout in 
project managers and team members.

LIMITATIONS AND RECOMMENDATIONS

This study has its limitations as the findings cannot be 
generalized to all project managers and much more rigorous 
research is needed. A broader empirical study on emotional 
labour practised during the project life cycle phases, thus 
within-episodes emotional labour effects as well as a 
global study on emotional labour in project management 
is suggested. Inclusion of a broader qualitative approach 
is also recommended as further research into emotional 
labour, stress and burnout of project managers could 
shed deeper insights into emotional labour practices and 
consequences in different project environment.

CONCLUSION

The results and findings showed that emotional labour, 
in the form of both surface acting and deep acting, is 
practiced by project managers, which was significantly 
positively related to high levels of stress and burnout. The 
prevalence of emotional labour in project environments, as 
evident from this study, calls for attention and indicates the 
importance of further studying and managing behavioural 
dynamics in 21st century ICT and Construction projects.
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ABSTRACT

This article sets out to examine the impact of internal 
factors on the effectiveness of corporate citizenship 
(CC) behavior strategies in Zimbabwe. The theoretical 
framework for this study is based on a comprehensive 
literature study including books, journal articles and the 
internet.  The empirical study consists of a survey among 
419 managers and employees from the designated 
population. Self-administered questionnaires were 
used among respondents.  The impact of five internal 
factors (independent variables) on perceptions regarding 
corporate citizenship behavior and the ultimate influence 
on four outcomes (dependent variables) are tested.  Five 
null-hypotheses are tested in this regard. Advanced 

statistical analyses such as exploratory factor analysis and 
regression analysis are used to test these hypotheses.  
The empirical results revealed that only two internal 
factors namely, organisational social responsibility and 
market-orientation impact the intermediate variables of CC 
behavior related to strategic and operational planning. Only 
two significant outcome variables were identified, namely 
organisational performance and sustainability.  Practical 
guidelines are provided to managers and policy makers 
regarding CC behavior strategies in terms of strategic and 
operational aspects.     
  

Keywords: Zimbabwe, Social responsibility, Corporate 
citizenship
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INTRODUCTION AND BACKGROUND

This paper sets out to assess the impact of internal 
organisational factors on the effectiveness of corporate 
citizenship (CC) behaviour strategies. CC can be defined 
as the extent to which organisations undertake the 
compulsory economic, legal ethical, and discretionary 
responsibilities imposed on them by their stakeholders 
(Maignan & Ferrell, 2001:38). Often there is pressure 
faced by managers regarding the financial performance 
of their organisations and they then tend to lose focus of 
the broader picture of corporate citizenship (CC) which 
in the long-run could place their organisation in a better 
position in the societies in which they operate (Waddock, 
2003:4). Presumably, CC’s agenda is to take on board 
these concerns by using organisational supremacy to 
affect global social development and the management 
of global capitalism (McIntosh, Thomas, Leipziger & 
Coleman, 2003:31). The surfacing of CC rendered the 
old terminology of stakeholder management and CSR 
inappropriate in the current discourse (Noeiaghaei, 
2009:7). Citizenship, however, has a rather different 
undertone for organisations and has the ability to highlight 
the actuality that the organisation brings to mind its rightful 
place in society, as it forms part of the community (Matten 
& Crane, 2003:111). Waddell (2000:107) posits that 
citizenship’s focal point is the rights and responsibilities 
of all members of the community, as communally 
interlinked. An analysis of the research in these related 
areas suggests that although both CSR and CC refer to 
conduct of organisations in society, the former centres 
solely on the responsibility aspect of the organisation 
while the latter focuses on an organisation as a social 
player by virtue of both its rights and responsibilities as 
a citizen (Du, Bhattacharya & Sen, 2010:9). Various 
factors such as internal, external and personal factors 
could impact the effectiveness of CC behaviour strategies. 
The focus of this paper is thus to assess the impact of 
internal organisational factors as measured by workforce-
orientation, shareholder participation, employees, work 
ethics and market-orientation on CC behaviour strategies 
of organisations in Zimbabwe.  

The first part of this article covers the problem statement, 
research objectives and hypothetical model of the study.  

Thereafter the literature study and research methodology 
are outlined.  The last part covers aspects such the 
empirical results, conclusions and recommendations.

PROBLEM STATEMENT

CC has become an essential piece of any successful 
organisational plan; it affects its share price, long-term 
viability and bottom-line (D’Amato, Henderson & Florence, 
2009:8). There are organisations which have mastered 
the reporting aspect of CC and may be proactive in their 
programmes but lag behind in transparency (Mirvis & 
Googins, 2006:8). There appears to be acceleration in 
the growth of CC to integrate organisational responsibility 
and the organisation in society. In the past, CC commonly 
embraced the notion of giving to local charities and 
volunteering in the local community but nowadays 
knowledgeable consumers and organisational partners 
developed an interest in looking more distinctively 
at organisational practices, philanthropy, diversity, 
volunteerism, and environmental impact; moreover, their 
expectations continue to augment (Wood, 1991:693). 
Mirvis and Googins (2006:8) also suggest that because 
of greater market liberalisation, organisations around 
the world are reaping the benefits as the expectations of 
society continue to rise. 

Most organisations focus on obeying the law and protecting 
the organisation’s reputation and, in many cases, these 
organisations take a defensive standpoint against outside 
pressures (Mirvis & Googins, 2006:7). In Zimbabwe, 
CC initiatives in organisations has made some progress 
even though there is still a long way to go in making CC 
a reality and toward expanding the purview and impact of 
the organisation in society (Kakava, Mbizi & Manyeruke, 
2013:678). Hence, Zimbabwe lags behind first-world and 
many other African countries in adopting CC strategies 
(KPMG, 2005:5; Welford, 2004:31). Thus the historical 
belligerence of government-organisational relations and 
public policy designs are used to elucidate the disparity in 
CC initiatives of countries (Moon, 2004:27). In order for it to 
be successful an effort has to be made in promoting CC by 
both the private sector and the Government of Zimbabwe. 
Against this background, the following research question 
will be addressed in this study: What are the perceptions 
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regarding the impact of internal organisational factors on 
CC behaviour in Zimbabwean organisations?

RESEARCH OBJECTIVES

Primary objective

The main objective of this paper is to investigate 
perceptions regarding the impact of internal organisational 
factors on CC behaviour in Zimbabwean organisations.

Secondary objectives

To address the primary objective, the following secondary 
goals have been formulated: 

• To provide a comprehensive literature overview of 
CC and internal factors;

• To empirically assess the impact of internal factors 
on CC behaviour in Zimbabwe; and

• To provide managerial guidelines for implementing 
CC initiatives in Zimbabwe.

THEORETICAL OVERVIEW OF INTERNAL 
FACTORS AND CORPORATE CITIZENHIP 
BEHAVIOUR

Clarification of key concepts

•	 Corporate citizenship (CC)

According to Cavanaugh (2005:1) and Farooq, Kanwal, 
Jatoi and Zafar (2013:942), CC is a multifaceted 
concept and is evidenced from the perspectives of 
shareholders when they focus on the internal activities 
of the organisation including transparency, control and 
morals as the main elements of citizenship. Everson 
(1990:85) postulates that CC is much like an individual 
who offers significantly and participates in giving life to 
the community. According to Johnstone (2008:7), CC 

is defined as surpassing philanthropic acts in terms of 
economic and social contribution. 

•	 Internal organisational factors

The internal organisational factors entail the realisation of 
the main mission of the organisation’s existence. It requires 
a certain organisational element that will result in the 
achievement of the outlined intended mission (Ekaterini, 
2010:3). These elements involve the parameters of a 
single organisational structure in which the given elements 
are connected to each other. Management is expected to 
become proficient with a diversity of proficiency in order to 
execute their work successfully, with the full understanding 
of their roles and tasks (Stockdale & Crosby, 2004:206-223; 
Wallace, 2004:54). For the purpose of this study, internal 
factors will be assessed by aspect such as workforce- 
and market-orientated activities, philanthropy, stakeholder 
consultation and ethics.

•	 Workforce-oriented activities

An organisation’s approach to justice and consideration often 
influences how they perform and carrying out their duties 
(Heslin & Ochoa, 2008:129). Affirmative societal giving 
can be a dominant basis for the preservation of employees 
(Falk & He, 2012:25). Workforce-oriented denotes aspects 
that an organisation can propose as a package with the 
objective of attracting talented employees and providing a 
work-life balance, workplace safety, as well as promotion 
and compensation practices (Jordan, 2008:12). 

•	 Philanthropy

Philanthropy is understood as voluntary contributions 
given by individuals and organisations in the form of 
money, goods and expertise (Carroll, 2008:19, Windsor, 
2001:225). The willingness to contribute a proportion of 
pre-tax earnings presents a substantial measure of the 
social effort of an organisation (Bronn & Vrioni, 2001:207). 
Porter and Kramer (2002:56) argue that devotion to 
charitable performances may be the only approach to 
advance spiritual rewards of an organisation and normally 
generates better societal value than individual donors or 
the state. 
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•	 Stakeholder consultation

De Jongh (2008:19) asserts that organisations need to 
integrate societal participation and human rights more 
broadly into their operations as to address social concerns. 
Stakeholder dialogue is also key to sustainable innovation 
in the organisation (Nangoli, Namiyingo, Kabagambe, 
Namono, Jaaza & Ngoma, 2016:183). There is increased 
demand from foreign investors, social pressure groups 
and governments to take on more accountable practices 
(Moosmayer, 2012:2). 

•	 Ethics 

Ethics refers to general moral guidelines regarding good 
conduct of individuals, groups and organisations (Koh 
& Boo, 2001:309). There should be a social contract 
of authorised standards between an organisation and 
society from an ethical viewpoint regarding CC (Dunfee 
& Donaldson, 2002:38). According to Carroll (2001:140), 
the system through which organisations have exhibited 
their commitment to good CC takes account of the 
realisation of organisations and intergovernmental codes 
of conduct, certification, social audits, fair trade schemes 
and organisational social investment programmes.

•	 Market-orientation 

Market-orientation can be defined as a form of 
organisational custom where the workforce throughout the 
organisation is committed to continually creating superior 
customer value, or as a series of marketing activities that 
leads to improved performance (Gunay, 2002:753). The 
focus of these organisations is on adapting their products 
and services to the needs and expectations of the 
customers, as opposed to product-oriented businesses 
that focus on developing a product or service that is then 
marketed and hopefully sold (Grönroos, 2006:395). 

•	 Organisational performance 

Organisational performance can be measured as an overall 
outcome of the strategy applied by an organisation for a 
product or an industry (Neely, 2007:204). Organisational 
performance can be distinguished in terms of financial 

and non-financial measures often using sales growth 
(Fraquelli & Vannoni, 2000:27, Crabtree & DeBusk, 
2008:8). According to Richard, Devinney, Yip and Johnson 
(2009:718), organisational performance is evaluated in 
terms of monetary performance, shareholder return and 
product market performance. 

•	 Organisational sustainability

Dyllick and Hockerts (2002:130) define organisational 
sustainability as the ability of an organisation to possess 
leverage in the financial, societal and ecological assets 
for subscribing to sustainable development. Silva 
and Quelhas (2006:385) concur that organisational 
sustainability explores the equilibrium that links what 
is socially, economically and ecologically sustainable. 
According to Savitz and Weber (2007:73), an organisation 
is sustainable when it generates profits for shareholders, 
protects the environment, and improves the lives of the 
people with whom it interacts. 

•	 Corporate citizenship (CC)

Maignan and Ferrell (2000:283 & 2001:38) defined 
corporate citizenship (CC) as the extent to which businesses 
meet the economic, legal, ethical and discretionary 
responsibilities imposed on them by their stakeholders. 
Matten and Crane (2003:1) refer to this as the social role 
of business and is identified as charitable donations and 
other forms of corporate philanthropy undertaken in the 
local community. CC consists primarily of organisational 
obligations to bring utilitarian benefits to its employees 
and other stakeholders by providing job opportunities 
and training, producing quality goods and selling them 
at a profit (Lin, Lyau, Tsai, Chen & Chiu 2010:360). The 
language of corporate finance and CC is rationalised in 
terms of social investing (Waddock, 2003:323) in order to 
build up social capital (Habisch, Meister, & Schmidpeter, 
2001:1) or reputational capital (Fombrun, Gardberg, & 
Barnett, 2000:85). Therefore, successful organisations 
need employees who will do more than their required duties 
and provide performance that is beyond organisational 
expectations. Additionally, CC literature stresses various 
aspects of sustainability (Marsden, 2000:11) such as the 
stewardship role of an organisation or drawing conceptual 



HUMAN CAPITAL MANAGEMENT, ORGANISATIONAL BEHAVIOUR AND LEADERSHIP
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

51

lines towards the stakeholder approach (Andriof & 
McIntosh, 2001:13, Davenport, 2000:210). CC also implies 
that corporations are legal entities with rights and duties 
and being “citizens” of the state in which they operate 
(Marsden, 2000:11, Seitz, 2002:61). According to Khani, 
Falah, Ghasemi (2013:304) and Wang, Hinrichs, Prieto & 
Howell (2013:115), there are five dimensions of citizenship 
behaviour: benevolence, dutifulness, citizenship virtue, 
chivalry and respect and honor.

CC often occurs when an organisation engages in activities 
that advance a social agenda beyond that required by law 
(Siegel & Vitaliano, 2007:773). CC thus requires that all 
areas of humanity work as a team in order to pool their 
economic, legal, ethical and discretionary responsibilities 
in order to ensure that organisations can increase their 
financial competitiveness and offer better societal results 

(Altman & Vidaver-Cohen, 2000:1 and Maignan & Ferrell, 
2001:38). The literature on CC has acknowledged four 
expressions of CC namely, economic legal, ethical and 
philanthropic aspects. These are similar to the dimensions 
of corporate social responsibility (Carroll, 1997:46 and 
Özdemir & Dinçer, 2013:321). CC thus embraces all the 
facets of corporate social responsibility, responsiveness 
and performance (Carroll & Buchholtz, 2012:60). Küskü 
and Zarkada-Fraser (2004:59) and Waddock (2003:5) 
identified the following core characteristics of CC: 
voluntary, internalising or managing externalities, multiple 
stakeholder orientation, alignment of social and economic 
responsibilities, practices and values and going beyond 
philanthropy.  
 

HYPOTHETICAL MODEL OF THE STUDY

Figure 1 shows the hypothetical model used in this study.

 H02

 H03

H01                                                                                                                                              

H04

H05

Internal factors

• Workforce-
orientated

• Philanthropic

• Stakeholder 
consultation

• Ethics

• Market- 
orientation

Perceptions 

regarding 

corporate    

citizenship 

behaviour

Organisational 
performance

Competitiveness

Organisational image

Sustainability

FIGURE 1: HYPOTHETICAL MODEL OF THE STUDY
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HYPOTHESES

The following null-hypotheses are tested in this study:

H01: Internal organisational factors, as measured by 
workforce orientation, shareholder participation, 
philanthropic activities, work ethics and market-
orientation do not influence CC behaviour in 
Zimbabwe.

H02: Perceptions regarding CC behaviour do 
not influence organisational performance of 
organisations in Zimbabwe.

H03: Perceptions regarding CC behaviours do not 
influence organisational competitiveness in 
Zimbabwe.

H04:  Perceptions regarding CC behaviour do not 
influence organisational image in Zimbabwe.

H05: Perceptions regarding CC behaviour do not 
influence sustainability of organisations in 
Zimbabwe.

RESEARCH METHODOLOGY

Research paradigm 

This study adopted the positivistic research paradigm using 
a quantitative research approach.  Using a large sample 
and testing five-null hypotheses by means of advanced 
statistical analysis a quantitative approach deems fit.  

Population and sampling

In this study, the population of interest was managers 
and employees of multinational organisations, major 
institutional investors as well as small and medium 
enterprises. The population used was 2405 registered 
businesses in the district of Mashonaland in Harare, 
Zimbabwe where the headquarters of most organisations 

are situated. The sampling frame of this study focused 
on both middle and top managers as well as employees 
whose roles relate primarily to embedding a culture of CC 
and related practices in the organisation. 

The sampling method applied in this study was non-
probability sampling. The types of sampling techniques 
used were cconvenience and judgmental sampling. In 
convenience sampling the sample is selected because of 
accessibility and availability. In judgmental sampling the 
researcher uses respondents based on their knowledge 
and expertise in a certain field or area of study (Li, Long, 
Liu, Lee, Guo, Li & Liu, 2006).  
Data collection methods

Secondary data or literature included published journal 
articles, textbooks as well as internet sources. The primary 
data collection method employed in this study was the 
survey method by means of a structured self-administered 
questionnaire. The questionnaires were distributed to a 
target population of five hundred (500) respondents with 
the aim of gathering data pertaining to CC behaviour in 
Zimbabwe. 

Questionnaire design

This study used self-administered questionnaires.  
Sections A to C used a seven-point Likert-type ordinal 
scale while Section D used a nominal scale to assess 
biographical data of respondents. The survey instrument 
consisted of the following four sections:

• Section A focused on perceptions regarding internal 
organisational factors impacting CC behaviour, using 
an ordinal scale. 

• Section B explored perceptions regarding CC 
behaviour in Zimbabwe, using an ordinal scale.

• Section C focused on the influence of CC behaviour 
on performance outcomes.

• Section D identified the biographical information of 
respondents, using a nominal scale.
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Pilot study

In this study a pilot sample of 30 managers were selected 
from the Mashonaland Province in Zimbabwe.  The 
information was used to alter the questionnaire in terms of 
wording and sequence of questions. 

Data analysis 

Descriptive statistics was used to summarise the pattern 
of findings in terms of central tendency and variance within 
the sample. Tables, charts and graphs were also used to 
summarise and enhance the presentation of the results. 
Other advanced statistical analysis techniques that were 
used included factor analysis, Cronbach’s alpha reliability 
coefficients and regression and correlation analysis. The 
statistical software, Statistica (Version 12) was used to 
analyse the results. 

Validity and reliability of the measuring 
instrument

Validity of the sub-constructs was ensured by means 
of conducting an exploratory factor analysis. Construct 
validity was assessed by means of convergent and 
discriminant validity.  Both content and face validity were 
also assessed by conducting a pilot study and using expert 
judgement in the field of ethics and social responsibility 
and statistics. Reliability of the data was assessed by 
means of calculating Cronbach’s alpha coefficients. 

EMPIRICAL RESULTS

Demographic profile of the respondents

Section D of each questionnaire comprised the 
demographic profile of the respondents and the businesses. 
A summary of all of the demographic information gathered 
from the 419 usable questionnaires is presented below. 
Table 1 below summarises the demographic profile of the 
respondents in this study. 

TABLE 1: DEMOGRAPHIC PROFILE OF RESPONDENTS

Characteristic Dimension Number %

Position in organisation
Senior management 137 33
Middle Management 116 28
Supervisory 81 19
Employees 85 20

Gender Female 187 45
Male 232 55

Age

21-30 72 17
31-40 166 40
41-50 128 31
51-60 44 10
60 an over 9 2

Educational level

O’ Level 24 6
A’ Level 109 26
Bachelor’s degree 132 32
Post graduate degree/diploma 148 35
Other 5 1
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Characteristic Dimension Number %

Tenure

1-5 141 34
6-10 126 30
11-15 78 19
16-20 47 11
21 and above 27 6

Sector

Manufacturing 56 13
Agriculture 25 6
Mining 26 6
Tourism 32 8
Energy 16 4
Financial 56 14
Natural Resources 9 2
Information Communication Technology 39 9
Infrastructure Development 22 5
Other 138 13

Number of employees

Less than 50 102 24
51-100 76 18
101-150 51 13
151-200 44 10
200 and above 146 35

Years in existence 1-5 58 14
6-10 69 16
11-15 66 16
16-20 76 18
Over 21 150 36

Turnover Less than US$ 500 000 70 17
US$500 000-     999 999 54 13
US$1 000 000-1 499 999 54 13
US$1 500 000-1 999 999 43 10
US$2 000 000 182 43

According to Table 1, 80% of the respondents are in top 
and middle management positions and were males (55%).  
The majority (71%) are between the ages of 31 and 50 
and 67% has a bachelor’s or post graduate degree/
diploma.  Fourty-nine percent has a tenure of between 6 
and 15 years with their current employer and are mainly 
employed in the financial (14%) and manufacturing sector 
(13%).  The majorityw (35%) are also employed in larger 

organisations (200 and more employees), have been 
in existence for more than 21 years (36%) and have a 
turnover of more than US$ 2 000 000.     

Exploratory factor analysis

The first exploratory factor analysis results revealed that 
respondents did not perceive ‘internal organisational 
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factors’ dimensions (workforce-oriented, philanthropic, 
stakeholder consultation, ethics and market-oriented) 
as a single construct.  A total of 14 items loaded on 
this factor, indicating discriminant validity. This means 
that respondents view these items as a single renamed 
construct termed ‘organisational social responsibility’ 
with its attributes being ‘values’, ‘philanthropic’, ‘ethics’ 
and social-oriented issues’. In the second exploratory 
factor analysis respondents did not perceive ‘perceptions 
regarding corporate citizenship’ as a single construct 
but as a two-dimensional construct. This means that 
respondents view ‘corporate citizenship’ as consisting of a 
dimension related to ‘strategic planning’ on the one hand 
and ‘corporate citizenship’ related to ‘operational planning’ 
on the other. 

In the third exploratory factor analysis all six items expected 
to measure ‘organisational performance’ and all five items 
expected to measure ‘organisational competitiveness’ 
as well as three of the five items expected to measure 
‘organisational image’ loaded onto one factor and were 
termed ‘organisational performance’. All seven items  
expected to measure ‘organisational sustainability’, as 
well as two of the five items that are expected to measure 
‘organisational image’ loaded onto a single factor and were 
regarded as measures of ‘organisational sustainability’. All 
the items that loaded onto other factors were deleted due 
to the lack of sufficient validity for further analysis. Based 
on these findings, the hypotheses were reformulated and 
the hypothetical model adapted. The empirical factor 
structure was then subjected to regression analysis.  The 
empirical factor structure subjected to further analysis is 
presented in Table 2.

TABLE 2: EMPIRICAL FACTOR STRUCTURE

Variables Items Minimum 
loadings

Maximum 
loadings

Organisational social responsibility (OSR)
PHIL3, PHIL4, PHIL5, ETH1, ETH3, 
VAL1, VAL2, VAL3, SO1, SO2, EC2, 
EC3, GL4, COMPT5

0.052 0.719

Market-oriented (MO)

MOI, MO2, MO3, MO4, MO5, MO6, 
MO7, WO3, WO4, SC2, SC3, ETH5, 
TEC1, TEC2, TEC3, GL3, GL5, SO3, 
SO4, EC4

0.501 0.745

Corporate citizenship -strategic planning 
(CC1) 

CC1, CC2, CC4, CC5, CC6, CC7, CC8, 
CC9, CC10 0.540 0.729

Corporate citizenship -operational planning 
(CC2) 

CC11, CC12, CC13, CC14, CC15, 
CC16 0.659 0.823

Organisational sustainability (OS) OS1, OS2, OS3, OS4, OS5, OS6, OS7, 
OI4, OI5 0.686 0.806

Organisational performance (OP) OP1, OP2, OP3, OP4, OP5, OP6, OC1, 
OC2, OC3, OC4, OC5, OI1, OI2, OI3 0.612 0.705

Source: Own construct
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Only loadings greater than 0.5 were considered significant 
and many items were thus deleted and not considered for 
further analysis (Burns & Burns, 2008:446). 

Reliability of the measuring instruments

The internal consistency of each of the factors was 
assessed by calculating Cronbach’s alpha coefficients 

(values of 0.7 and higher were considered sufficient 
proof of internal reliability.  Table 3 indicates that the 
Cronbach’s alpha coefficients obtained in this study were 
all above the cut-off point of 0.7 (Webb, Shavelson, & 
Haertel, 2006:1). Table 3 summarises the items which are 
regarded as measures of latent variables in the theoretical 
model following the exploratory factor analyses. 

TABLE 3:    CRONBACH’S ALPHA COEFFICIENTS OF THE FACTORS

Variable Items Cronbach’s 
alpha

Internal organisational factors 0.96

Organisational social responsibility 
(OR)

PHIL3, PHIL4, PHIL5, ETH1, ETH3, VAL1, VAL2, 
VAL3, SO1, SO2,EC2, EC3,GL4,COMPT5 0.93

Market-oriented (MO)
MOI, MO2, MO3, MO4, MO5, MO6, MO7, WO3, WO4, 
SC2, SC3, ETH5, TEC1, TEC2, TEC3, GL3, GL5, SO3, 
SO4, EC4

0.95

Corporate citizenship -strategic 
planning (CC1) CC1, CC2, CC4, CC5, CC6, CC7, CC8, CC9, CC10 0.91

Corporate citizenship -operational 
planning (CC2)  CC11, CC12, CC13, CC14, CC15, CC16 0.90

Organisational sustainability (OS) OS1,OS2,OS3,OS4,OS5,OS6,OS7, OI4, OI5 0.95

Organisational performance (OP) OP1,OP2,OP3,OP4,OP5,OP6, OC1, OC2,OC3, 
OC4,OC5, OI1, OI2, OI3 0.96

Following the reliability and validity assessment, two 
independent variables: organisational social responsibility 
(OR), market oriented (MO), two intervening variables 
(corporate citizenship related to strategic planning (CC1), 
corporate citizenship related to operational planning (CC2) 
and two dependent variables (organisational sustainability 
(OS) and organisational performance (OP) remained in 
the empirical model.

Regression analyses

• The influence of organisational social responsibility 
and market orientation on CC behaviour regarding 
strategic and operational planning 

Table 4 indicates that organisational social responsibility 
(b = 0.155, p < 0.001) and market-orientation (b = 0.248, 
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p < 0.00) are positively related to corporate citizenship 
behaviour regarded to strategic planning. Table 4 further 
indicates that organisational social responsibility (b = 
0.570, p < 0.001) are positively related to corporate 

citizenship behaviour regarding operational planning. 
Market-orientation issues (r =0. 087, NS) do not exert a 
significant influence on corporate citizenship related to 
operational planning.

Table 4: Influence of organisational social responsibility and market-orientation of CC behaviour regarding strategic 
and operational planning

REGRESSION SUMMARY FOR DEPENDENT VARIABLE: CORPORATE  
CITIZENSHIP – STRATEGIC PLANNING

Parameter Beta b* Std. Error B Std Error T value P-value

OSR 0.181 0.063 0.155 0.054 2.886 0.001***

MO 0.261 0.061 0.248 0.058 4.273 0.001**

          R                        R2                               F                             Std Error of estimate P
         67%                0.44363749        65.864                        0               p< .00000

Parameter REGRESSION SUMMARY FOR DEPENDENT VARIABLE: CORPORATE CITIZENSHIP – 
OPERATIONAL PLANNING

OSR 0.548 0.057 0.570 0.059 9.648 0.001***

MO 0.087 0.055 0.101 0.064 1.578 0.1152

          R                           R2                       F                                Std Error of Estimate P
         74%                0.54191977        97.718                        0              p< .00000 

*   = p < 0.05
**  = p < 0.01
*** = p < 0.001

•	 Influence	of	corporate	citizenship	behaviour	
related to strategic and operational planning on 
organisational performance and sustainability 

Table 5 shows organisational performance (b = 0.629, 
p < 0.001) has a positive relationship with corporate 
citizenship behaviour related to strategic planning.  Table 
5 also shows organisational performance (b = 0.485, 

p < 0.001) has a positive relationship with corporate 
citizenship behaviour related to operational planning.  
It is further indicated that organisational sustainability 
(b = 0.571, p < 0.001) has a positive relationship with 
corporate citizenship behaviour related to strategic 
planning and sustainability (b = 0.410, p < 0.001) has a 
positive relationship with citizenship behaviour related to 
operational planning.   
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Table 5: Influence of corporate citizenship behaviour related to strategic and operational planning on organisational 
performance 

REGRESSION SUMMARY FOR DEPENDENT VARIABLE: ORGANISATIONAL 
PERFORMANCE

Parameter Beta b* Std. Error B Std Error T value P-value

CC-Strategic 
planning 0.636 0.038 0.629 0.037 16.829 0.001***

     R                        R2                              F                                  Std Error of estimate  P
    64%                0.40446934      283.22                             0.76330   p<0 .00000

CC-Operational 
planning 0.595 0.039 0.485 0.032 15.124 0.001***

     R                        R2                               F                                  Std Error of estimate  P
     60%               0.35422357      228.73                              0.79485   p<0 .00000

REGRESSION SUMMARY FOR DEPENDENT VARIABLE: ORGANISATIONAL 
SUSTAINABILITY

Parameter Beta b* Std. Error B Std Error T value P-value

CC-Strategic 
planning -0.572 0.040 0.571 0.040 14.246 0.001***

     R                        R2                              F                                  Std Error of estimate  P
     57%               0.32738691      202.97                              0.81728   p<0 .00000

CC-Operational 
planning 0.499 0.043 0.410 0.035 11.766 0.001***

     R                        R2                               F                                  Std Error of estimate  P
     49%               0.24925356      138.45                              0.86345    p<0 .00000

Renaming of hypotheses

The hypotheses tested had to be reformulated as a result 
of the formulation of the adapted model.  

H01: Internal organisational factors as measured  
by workforce-orientation, philanthropic, 
stakeholder consultation, ethics and market-
orientation do not influence CC behaviour in 
Zimbabwe.

H01
  is modified into H01.1 to H01.4:

H01.1: Organisational social responsibility does not 

influence CC behaviour related to strategic 
planning in Zimbabwe.

H01.2: Market-orientation does not influence CC 
behaviour related to strategic planning in 
Zimbabwe.

H01.3: Organisational social responsibility does not 
influence CC behaviour related to operational 
planning in Zimbabwe.

H01.4: Market-orientation does not influence CC 
behaviour related to operational planning in 
Zimbabwe.
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H02: CC behaviour does not influence organisational 
performance in Zimbabwe.

H02
 is modified into H02.1 and H02.2:

H02.1: CC behaviour related to strategic planning does 
not influence organisational performance in 
Zimbabwe.

H02.2: CC behaviour related to operational planning 
does not influence organisational performance in 
Zimbabwe.

H05: CC behaviour does not influence organisational 
sustainability in Zimbabwe.

H05 is modified into H05.1 and H05.2:

H05.1: CC behaviour related to strategic planning does 
not influence organisational sustainability in 
Zimbabwe.

H05.2: CC behaviour related to operational planning 
does not influence organisational sustainability in 
Zimbabwe.

Descriptive statistics 

Descriptive statistical results are presented and briefly discussed in Table 6.

TABLE 6:  DESCRIPTIVE STATISTICS RESULTS

Variables Mean Standard 
Deviation

Internal factors (WO, PHIL, SC, ETH, MO) 5.21 0.98

Corporate citizenship (CC) 5.76 1.11

Organisational sustainability (OS) 5.91 1.00

Organisational performance (OP) 5.81 0.98

Table 6 indicates that most of the mean values cluster 
around point five (agree somewhat) and point six (agree) 
on the scale whilst the standard deviation scores are 
around one (some variability around the mean scores).  

CONCLUSIONS AND RECOMMENDATIONS

The main focus of this paper was to investigate perceptions 
regarding the impact of internal organisational factors on 
CC behaviour in Zimbabwe. The empirical results of this 
study led to the conclusion that CC are not effectively 
instituted in Zimbabwe, which has been lagging behind 
other countries. Organisations continue to be silent on CC 

and it remains a less important theme among business 
organisations in Zimbabwe, regardless of their awareness 
of the importance of engaging in CC. CC therefore remains 
a peripheral concern for Zimbabwean organisations. In 
most organisations involved in CC, staff designated to 
implement CC activities are making decisions based on 
limited information related to the subject. 

The following main conclusions can be drawn from the 
empirical study:

• There is a significant relationship between 
organisational social responsibility and CC behaviour 
related to strategic planning (H01.1 rejected). The 
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findings reveal that employees should have  
similar values to that of the organisation regarding  
CC initiatives and these values should be clearly 
defined. 

• There appears to a statistically significant relationship 
between market-orientation and CC behaviour 
related to strategic planning (H01.2 rejected). 
Management believes that CC should be a priority 
for all organisations and there should be written 
guidelines and policies for the implementation of CC 
in organisations. 

• The empirical results further demonstrate there  
is a significant relationship between organisational 
social responsibility and CC behaviour related to 
operational planning (H01.3 rejected). Organisations 
should contribute to educational institutions in the 
form of scholarships, research programmes and 
encourage their employees to participate in local 
community activities through devoting their time and 
expertise to these efforts.

• There appears to be no statistically significant 
relationship between market-orientation and  
CC behaviour related to operational planning  
(H01.4 fail to be rejected). 

• The results indicated that CC behaviour related to 
strategic planning is statistically significantly related 
to organisational performance in Zimbabwe (H02.1 
rejected).  Management should regard CC behaviour 
as creating an environment which maximises 
competitive advantage, improves organisational 
visibility in society, enhances growth, improves the 
quality of community life and ultimately improves 
profitability.

• It also appears that CC behaviour related  
to operational planning is significantly related  
to organisational performance in Zimbabwe  
(H02.2 rejected).  Organisations should thus  
ensure that systems and procedures are in  
place as to facilitate the implementation of CC 
initiatives.

• It was further highlighted that CC behaviour related 
to strategic planning do influence organisational 
sustainability in Zimbabwe (H05.1 rejected). 
Management should thus engage in CC initiatives by 
developing strategies that are more sustainable and 
value creating.

• It also appears that CC behaviour related to 
operational planning do influence organisational 
sustainability in Zimbabwe (H05.2 rejected). By 
ensuring that all operational issues regarding CC 
implementation are in place, the organisation can 
enhance its sustainability in the long-run. Care should 
be taken of societal and environmental aspects to 
ensure the organisation becomes more sustainable. 

Managerial implications regarding 
organisational social responsibility

Organisations can improve social responsibility initiatives 
by engaging in the following:

• Progress beyond a vision of moral principles by 
upholding the values regarding CC initiatives. 

• Continue to inspire employees to participate in CC 
activities and be committed to CC programmes by 
leading from the front.

• Participate in social upliftment programmes that 
alleviate poverty and strive to reduce unemployment 
rates by contributing towards subsistence 
programmes.

• Provide opportunities for employees to get involved in 
influencing the core proficiencies of the organisation 
and looking beyond passive philanthropy.

• Participate in social responsibility activities that 
go beyond what is required by the law in order to 
positively impact society and the environment. 

• Engage in philanthropy even if it does not directly gain 
economic returns by creating and building the image 
or reputation of the organisation.
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• Emulate stakeholders and take care of their needs by 
inspiring all to participate in CC initiatives.  

Managerial implications regarding market-
orientation

The focus of the organisation should be on adapting 
products and services to the needs and expectations of its 
customers, therefore: 
Organisations should be encouraged to be innovative by 
providing services and new products to the poor using the 
latest technology creating value for all stakeholders.
Organisations should make use of the latest information 
technology (e.g. face book and other social media) to 
engage with stakeholders regarding CC initiatives. 
Organisations should be interested in market-oriented 
programmes which improve the safety and efficiency of 
products for its customers. 
Organisations should create a culture where employees 
are committed to continually creating superior customer by 
providing a good work-life balance for its workforce.
Organisations should ensure that adequate steps are 
taken against all forms of discrimination by showing 
tolerance towards different cultural groups and under-
privileged individuals.
Organisations should ensure transparency in all their 
advertising and promotions campaigns by supplying 
accurate information about their products and after-sales 
obligations.
Market-oriented organisations should be working with 
suppliers to ensure they operate ethically and their 
practices are not harming societies or the environment.

Managerial implications regarding 
enhancing organisational performance and 
sustainability

By adopting a triple bottom-line approach the organisation 
can increase its revenue and market share, employee 
retention and attaining a favorable public image. A good 
reputation could increase the chances to earn above 
average financial returns and improve organisational 
efficiency. Organisations are encouraged to engage in 
ethical practices that enhance the growth of business 
by defining strategies that are aligned with societal 

needs. Organisations participating in socially responsible 
activities could increase their financial performance and 
are regarded as leaders in the development of human 
capital amongst competitors.

Organisations should further provide assurance to 
stakeholders that they will remain profitable and survive 
in the long term by developing strategies that are more 
sustainable. Organisations should have the ability to attract 
capital and trading partners and institute organisational 
practices as to remain relevant in the future. Organisations 
should also understand sustainability as a strategic 
management tool that integrates economic, environmental 
and social performance to create more future value. 
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ABSTRACT 

Coaching as academic discipline is offered not 
only in the psychology departments of universities, 
but more and more in business schools as part of 
leadership development and executive training. 
Business coaching as an industry is growing. 
It is also growing as a course presented by 
business schools. This paper seeks to explore and 
describe the course structure, teaching strategies, 
assessment methods and content of the business 
coaching courses presented by business schools. 
Business schools offering business coaching have 
been identified. Their course structures and content 
have been compared and the synthesised results 

are presented as a possible benchmark for how courses 
in business coaching could be structured. The authors 
found that business coaching is presented on three levels 
by business schools with a wide variety of topics covered. 
There are enough similarities between the course 
structures and content offered at the different business 
schools so that common denominators could be identified 
to assist in the construction of a typical course in business 
coaching. Business schools can benefit from this research 
by either using it as a guideline to implement a course 
in business coaching, or to evaluate their course offering 
against the international benchmark.  

Keywords - Business coaching, Business school, 
Coaching course, Curriculum development. 
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INTRODUCTION

Coaching was introduced in business as a metaphor from 
the world of sports. The role and vision of a sports coach 
is to get the best out of the individual and to get him or her 
to play the best they can possibly play (Merlevede and 
Bridoux, 2006). Coaching as leadership practice has been 
recommended to the business world by Ken Blanchard 
(1984) in order to obtain better results from people who 
have already achieved a medium level of competence. 
Along similar lines Blanchard (2007) proposed that a 
manager must adapt his or her leadership style to match 
the uniqueness of the employee as well as the level of 
competence that the employee had. He also suggested 
that at first the manager must be directive, but later the 
manager can switch to a more coaching leadership style. 
Gradually the use of the word “coaching” became just as 
familiar and at home in the world of business than it is in 
the world of sports. Today the terminology in the business 
world is diversified into life coaches, career coaches, 
executive coaches and business coaches (Merlevede and 
Bridoux, 2006).

The first traces of coaching as a concept in academic 
citations was in Gorby’s (1937) report of senior personnel 
coaching junior staff on how to save waste and Bigelow’s 
(1938) article on how best to implement a sales coaching 
programme (Passmore, 2011). Despite these early 
references the bulk of the academic literature on coaching 
is less than ten years old (Grant, Passmore, Cavanagh 
and Parker, 2010). 

According to Feldman and Lankau (2005) it is also 
worth taking note of the fact that academic (research) 
literature on business coaching has lagged far behind the 
practitioner literature, which is in reasonable abundance. 
Little theoretical research that examines how or why 
coaching should work, when it will be most, or least 
successful in changing behaviours, and under which 
conditions business coaching will translate into greater 
organisational effectiveness, is available. 

At the moment the coaching industry is mostly unregulated 
with low or no barriers to entry and a lot of ill-equipped 
people call themselves coaches (McCarthy, 2010). 

There are calls for accreditation and training to raise the 
standards of the profession and to give purchasers of 
coaching services some quality assurance. 

According to Cilliers (2005) coaching is generally studied 
from the behaviouristic and humanistic paradigms in 
psychology. Many universities worldwide offer degrees 
in coaching psychology. In Australia there are three 
universities offering master-level coaching degrees, ten 
degree programmes in the United Kingdom, nine master 
degrees in coaching psychology in the United States, 
and one in Denmark (Grant et al., 2010). It appears 
that coaching is becoming increasingly accepted within 
academia. 

As more and more companies realise that executives and 
managers with years of training are a scarce resource, and 
that newly promoted managers need to be developed and 
nurtured (Short and Harris, 2010), coaching has become 
a popular way to develop executives, managers, leaders, 
teams, organisations and individuals (Maritz, Poggenpoel 
and Myburgh, 2009). Business coaching has emerged 
as a crucial activity in supporting individuals and teams 
in businesses to develop and to perform (Cunningham, 
2014), therefore the need for coaches are growing and 
thus also for coaching training providers and researchers 
on the topic. Because of the interaction between business 
schools and the world of business, business schools are 
aware of the need for business coaches in the market 
(Friga, Bettis and Sullivan 2003). A number of business 
schools are addressing this need by designing courses to 
train and prepare business coaches to fulfil in this need.

BUSINESS SCHOOLS AND TEACHING 
COACHING

Although business schools have proliferated and continue 
to grow at a rate faster than any other part of the university 
(Starkey, Hatchuel and Tempest, 2004), they often get 
negative feedback from their executive advisory boards 
and from corporate companies that graduates are not well 
prepared for the business world (Pfeffer and Fong, 2004). 
Some of the critiques are that the relevance gap between 
business school and business are just too big (Huff and Huff, 
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2001), that graduates have an unrealistic understanding 
of business; that they have ineffective communication 
skills, and a lack of leadership skills (Bennis and O’Toole, 
2005; Stinson and Milter, 1996), that students are fed with 
overly quantitative content, and that they have a lack of 
preparation for entrepreneurial careers (Friga et al., 2003). 
Given the relationship between business school education 
and the business world, new workplace requirements 
affect business school education more than any other 
branch of academia (Friga et al., 2003).

OUTCOMES BASED CURRICULUM DESIGN

When designing a course for a business school the 
process begins, according to Stinson and Richard (1996) 
by attempting to establish desired outcomes. The relevant 
questions are: What do you want students to know when 
they leave the programme? What is the minimum acceptable 
conceptual knowledge and skills required? What might 
the business world expect when hiring somebody who 
completed this course? This approach may be problematic, 
as it is often argued that academics in business schools 
have no business experience and aren’t curios about 
what really goes on inside companies, therefore graduate 
business education is generally not grounded in business 
practise and hence has become less relevant to practitioners 
(McCarthy, 2010).

The outcomes based model is one of several models that 
can be used as an option when designing a curriculum. 
In this model the curriculum should be defined by the 
outcomes to be obtained by the students. The curriculum 
design proceeds then by working “backwards” from the 
desired outcomes to the other elements, namely content, 
teaching and learning experiences, assessment and 
evaluation (Prideaux, 2003).  The challenge facing many 
industries is to correctly and consistently identifying these 
(Wagner, Longenecker, Landry, Lusk and Saulnier, 2008).

When engaging in curriculum development, the following 
should be considered:

• Each programme should thus have a rationale to 
explain why the program exists (Van der Horst and 

McDonald, 2003). To design a programme with a 
curriculum which is focused on relevant, applied, 
competency-based knowledge would provide a 
service to both the student and the business world 
(Dodd, Brown and Benham, 2002). The designing of 
a programme within the outcome-based education 
philosophy, is concerned with curriculum design and 
with ensuring that the contents, delivery activities, 
assignments, and assessments are all aligned to 
help facilitate students to attain the stated intended 
learning outcomes of the course (Pang, Ho and Man, 
2009)

• The programme must have an aim to explain what 
the course will achieve (Van der Horst and McDonald, 
2003). The learning activities and assessment 
methods must be aligned with these programme  
aims (McNeil, Mc Neil, Hughes, Toohey and Dowton, 
2006). The aim must also be aligned with the  
set of skills and knowledge that have been  
defined and identified by the industry (Wagner et al., 
2008).

• The outcome must indicate what the student will 
learn (Van der Horst and McDonald, 2003). The 
programme must thus focus on the achievement of 
certain specified results (Pang, Ho and Man, 2009). 
These results or outcomes must be definable and 
measurable (Wagner et al., 2008).

• The content statements will indicate what broad areas 
of content will be used (Van der Horst and McDonald, 
2003). 

• Each programme should also have a teaching 
strategy statement to indicate how the student 
activities will be organised (Van der Horst and 
McDonald, 2003). Within the outcome-based 
educational model, teaching and learning strategies 
are of the utmost importance because it carries the 
content and facilitate the learning experience (Pang et 
al., 2009). Through the activities such as assignments 
and practical projects students develop skills and gain 
knowledge that will contribute to their competency 
(McNeil et al., 2006).
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• Lastly there must be an assessment guideline to 
indicate how students will be assessed (Van der 
Horst and McDonald, 2003). Since assessment is 
recognised as an important determinant of students’ 
learning, it is critical that the assessment method 
must support the kind of learning promoted in 
the programme and not undermine its essential 
educational philosophy (McNeil et al., 2006).

This framework presented by Van der Horst and McDonald 
(2003) is a valuable contribution when designing outcome 
based curricula.

DELIVERY MODE OF COACHING TRAINING 
AT BUSINESS SCHOOLS 

Particular programmes have gained importance in business 
school product portfolios, allowing for varying levels of focus 
depending upon the respective school’s brand positioning, 
namely executive education, corporate degrees, the part 
time Master’s in Business Administration and modular units 
(Starkey et al., 2004). The following are examples of how 
products are delivered at business schools:

• Executive education is defined as program specific, 
non-accredited educational sessions and seminars 
that are often customised to incorporate a particular 
organisation’s culture and issues (Tushman, O’Reilly, 
Fenollosa, Kleinbaum, and McGrath, 2007).

• Corporate degrees are advanced, often specialised, 
programs that are held completely within the confines 
of an organising corporation (Friga et al., 2003).

• Part-time Master’s in Business Administration is a 
typically weekend or evening program that extend 
over two to four years during which participants 
continue in their full-time employment (Clarke and  
Flaherty, 2002).

• Modular units represent the biggest departure from 
traditional programs in that they require no time on 
campus and are typically non-accredited (Friga et al., 
2003).

It could be expected that training in coaching will take on 
any of these forms at business schools.  Curriculum design 
elements, as well as delivery mode, should be taken 
into account when designing and structuring any course, 
including a coaching course.

RESEARCH PROBLEM AND OBJECTIVES

The study had the following objectives:

• to locate business schools that host business coaching 
as academic discipline,

• to analyse the course structures, teaching strategies 
and assessment methods of the business coaching 
courses offered,

• to explore and compare the aims and outcomes set for 
a course in business coaching as well as the content 
offered in the different curricula for business coaching 
as program.

Achieving these objectives will result in a better 
understanding of the phenomenon under investigation.

THE POTENTIAL VALUE-ADD OF THE 
STUDY

The study will provide a comprehensive report on how 
business schools teaches business coaching, focusing 
on structure (curriculum) and delivery mode. By doing this 
the value that business coaching as academic discipline 
can contribute to the business world will become evident. 
The results of this research can also serve as a structure 
for business schools course developers who want to 
implement a course in business coaching and it can be 
a benchmark for those who want to compare their course 
with those offered at other universities. 

RESEARCH METHOD

A qualitative, explorative and descriptive research 
approach was employed to explore business coaching as 
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an academic discipline. It is qualitative in as much as that it 
deals with the analysis of text, particularly the information 
provided about coaching courses. It is explorative, as 
it reaches into the unknown, in this case the nature of 
business coaching in the business school environment. It 
is descriptive in as much as it delineate the phenomena 
of business coaching in business schools. The researcher 
identified schools and analysed their curricula to establish 
the content of a typical course in business coaching.

The unit of analysis for this research was business 
schools that currently present a course in business 
coaching. The business coaching courses of business 
schools from all over the world were analysed. As 
it was impossible to access all business schools, a 
sample was drawn. A non-probability sampling (De Vos, 
Strydom, Fouché and Delport, 2013), chosen exclusively 
to assist the researcher to understand the research 
topic (Neuman, 2003), was used. The Eduniversal 
system was used to select business schools (www.
eduniversal-ranking.com/business-school-university-
ranking-5pal). This system rates schools according to 
the international reputation of a school at national and 
global levels, and by geographical zone. In this study 
the focus was on geographical zones. All South African 
business schools were included, as well as the top 
business schools across three zones, namely the United 
States of America, Western-Europe, and Australia. The 
internet was used as the only medium to collect data on 
business coaching at universities. The official webpages 
of the selected business schools were used as sources 
to collect information.  Documents analysis (De Vos et 
al., 2013), which is the analysis of any written material, 
that contains information about the phenomenon under 
investigation, were used. The documents analysed were 
electronic pamphlets, yearbooks, brochures, webpages, 
programme content lists, and marketing material from 
business schools which made information available 
regarding their business coaching courses.

The data were recorded and evaluated in terms of Van 
der Horst and McDonald’s (2003) criteria for designing a 
curriculum. Their criteria were implemented as analytical 

tools which function as the lens to interrogate the available 
literature. The documents were scrutinized for information 
and arranged according to these criteria namely: (1) 
Business schools which present business coaching as a 
course; (2) the course structure and level on which it is 
offered; (3) the teaching strategy; (4) way of assessment 
of students; and (5) the content of the curricula offered. A 
qualitative, narrative writing style was followed in reporting 
the research findings.  Lists and tables will also be used to 
present the findings more visual and user friendly.

The researcher ensured trustworthiness through 
dependability and confirmability (Babbie and Mouton, 
2012).  The fact that if this study was to be repeated, its 
findings would be similar, confirm its dependability, and 
the degree to which the findings of this project are the 
product of the focus of the inquiry and not the bias of the 
researcher, underline the confirmability of the research. 
The trustworthiness was also established by means of 
appropriate sampling, and the repeatability of the research 
was assured by stipulating exactly how the data was 
collected.

FINDINGS

The search delivered the following: According to the 
Eduniversal Ranking System there are 19 business 
schools in South Africa. The webpages of all 19 have been 
visited and seven were identified which present courses in 
business coaching. Of the 153 business schools listed in 
the United States of America, the webpages of the top 50 
were visited and five business schools were found which 
present courses in business coaching. Of the 75 schools 
on the European list, the top 20 were investigated and the 
search delivered three schools which present courses in 
business coaching. There are 35 business schools listed 
on the Australian Eduniversal Ranking System list of which 
the top 20 were researched and ten were found presenting 
a business coaching course.

The business schools that were thus identified for this 
investigation are the following, listed in the table below:
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TABLE A: BUSINESS SCHOOLS PRESENTING BUSINESS COACHING COURSES

South African Business Schools
1 University of Cape Town: Graduate School of Business
2 University of Stellenbosch Business School
3 Gordon Institute of Business Science - University of Pretoria
4 Wits Business School
5 Nelson Mandela Metropolitan University Business School
6 Henley Business School
7 Regent Business School

United States Business Schools
8 Haas School of Business, University of California Berkeley
9 Samuel Curtis Johnson Graduate School of Management, Cornell University

10 Kelley  School of Business
11 Vanderbilt University – Owen Graduate School of Management
12 Washington University in St Louis - Olin Business School

European Business Schools
13 Henley Business School (London)
14 SAID Business School (Paris)
15 Ashridge Business School, Hertfordshire,  (England)

Australian Business Schools
16 University of Sydney Business School
17 Australia Business School - University of New South Wales 
18 Macquarie Graduate School of Management, Sydney
19 Australian National University College of Business & Economics
20 University of Western Australia Business School
21 Griffith Business School
22 Sydney Graduate School of Business
23 UTS Business School, Sydney University of Technology
24 Graduate School of Business and Law, RMIT University, Melbourne
25 School of Business, Marketing and Management, University of Wollongong

Form the table it can be observed that business coaching is widely offered as a course in the southern hemisphere. 
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A. Findings pertaining to the course structure and level 
on which it is offered

Between the 25 business schools investigated, 34 
different courses in business coaching could be found. 
Of these ten courses are presented on a master’s degree 
level, three on a diploma, and 21 on a certificate level. 
Of the ten courses on a master’s degree level, five are 
part of the elective modules of the Master’s in Business 
Administration Degree, one is presented as a Master’s 
in Philosophy, and one as a Magister Scientiae and the 
other three are Master’s Degrees in Business Coaching. 
The master’s degrees are structured to run over a two 
to four year period. The diploma courses are structured 
over a two year period as part of the executive education 
programs and the certificate courses are structured as short 
courses. The short courses presented on a certificate level 
are more diverse in their structure. They are presented in 
anything from one to twenty contact days and they are 
mostly presented as part of the leadership development 
courses under the executive education heading.

B. Findings pertaining to the teaching strategy

Different methods to transfer knowledge and to create a 
learning experience are implemented. While investigating 
the course material and information regarding the courses 
in business coaching, the following teaching strategies 
were identified. The first column lists the strategy, or 
method used to transfer knowledge and the second 
column lists the number of courses that implement that 
specific method.

TABLE B: TEACHING STRATEGIES

Teaching strategy Number of courses 
using this strategy

Lectures 33
Group work 9
Practical coaching 
sessions under 
supervision

6

Role plays 5
Guest lecturers and 
demonstrations

5

Teaching strategy Number of courses 
using this strategy

Workshops 5
Case studies 4
Tutorials 3
Personal coaching 
sessions

2

Independent research 2
Assignments 1

Interesting to note from the table is that the preferred 
teaching strategies are all contact sessions. It is either 
lectures or group work, practical sessions, role plays, 
demonstrations and/or workshops.

C. Findings pertaining to the assessment method

Assessments can involve a variety of techniques and 
methods. It is a tool implemented to make sure that the 
transfer of knowledge and skills has been successful. The 
following were identified as ways in which business schools 
are doing their assessments during the business coaching 
courses. The first column lists the method of assessment 
and the second column, the number of courses using that 
method.

TABLE C: METHODS OF ASSESSMENT

Method of assessment
Number of 

courses  using 
this method

Assignments 17
Practical coaching evaluation 9
Attendance (short courses only) 8
Independent research project 4
Practical Presentation 4
Dissertation / Thesis 2
Case study 2
Written examination 1
Group evaluation 1
Online assessments 1
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Assignments, as can be seen from the table above, form 
the biggest part of the assessment method.

D. Findings pertaining to the content of the courses

The content of a course are chosen to obtain the 
outcomes that has been set for that course. In the first list 
the aim and/or desired outcomes of the business coaching 
courses presented by the different business schools are 
listed and in the table that follows a summary of the topics 
presented as content are listed. Of the 25 business schools 
investigated, 22 listed topics that will be discussed during 
the presentation of the courses and 14 mentioned the aim 
or possible outcome of the course. What follows is a list of 
the aims of courses presented, per institution:

• The course in business coaching is designed to 
assist managers and leaders to be more effective by 
attaining insight about themselves and human nature 
in order to develop them as successful coaches. 
The outcome will be that participants will be able to 
design, present and conduct coaching programs; they 
will be able to apply a coaching method; and develop 
a deeper awareness of their own development needs 
(University of Cape Town 2014, no page).

• The course aims to equip leaders and executives with 
the ability to set up an in house coaching program 
and to provide professional and executive coaching 
standards (Wits Business School, 2014, no page).

• The program is aimed to develop coaching skills in 
managers and consultant and to build competence 
and confidence in coaching by giving participants the 
opportunity, under the watchful eye of skilled coaching 
practitioners, to practise a wide range of techniques 
(Henley Business School Africa 2014, no page).

• The primary focus of the executive coaching 
training is for participants to learn the skill set 
that is necessary to coach a variety of business 
professionals as well as work groups (Berkeley 2014, 
no page)

• The program aims to help business professionals 

develop winning skills and strategies through in-depth 
discussions, case studies and engaging sessions to 
develop talent and motivate teams 
(Cornell University 2014, no page)

• The program is designed to help strengthen 
employees by using coaching to develop, attract and 
retain a talented workforce. The course will provide 
the participant with practical tools to help grow others, 
improve performance, and encourage higher levels of 
achievement (Vanderbilt University 2014, no page)

• The program aims to increase authentic leadership 
skills through coaching by developing individuals 
to set clear goals that will lead to concrete results. 
Participants will be able to coach others to build 
more personal responsibility, clarify their choices, 
commit for higher performance, improve teamwork, 
and follow-through on decisions made (Olin Business 
School 2014, no page).

• The course has been designed to take the 
understanding and practice of coaching to a deeper 
level with a focus on working collaboratively to effect 
behavioural change. The outcome of this course will 
be that participants will understand the dynamics of 
the coaching relationship, experience and practice the 
art of coaching supervision, increase their coaching 
tool range, develop problem-solving skills, build 
an understanding of the psychological processes 
involved in behavioural change, and align coaching 
with business objectives (Henley Business School UK 
2014, no page)

• The intent of the course is to have a multidisciplinary 
approach by linking the social sciences and 
management theory to practical situations and 
drawing upon relevant concepts from psychology, 
psychoanalysis, anthropology, sociology, philosophy 
and more. It will equip the student to become 
an agent of change within an organisation (Said 
Business School Paris 2014, no page).

• The aim of the course is to develop a person into 
an executive coach by drawing on theories from 
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complexity science, sociology and psychology to 
enrich the understanding regarding organisations, 
coaches and clients (Ashridge in Hertfordshire 2014, 
no page). 

• The unit aims to deliver a solid understanding of team 
and individual coaching, performance optimization 
and talent management. The candidate will learn 
about coaching through supervision and co-coaching, 
and develop coaching skills through learning different 
coaching models (University of Sydney 2014, no 
page).

• The course will help candidates to understand 
leadership coaching and how to use it as a tool 
to make positive and purposeful changes in an 
organisation, and how to use conceptual frameworks, 
coaching models and skills to set goals and design 
strategies. The outcomes will be to be able to use 
coaching as a valuable tool for making purposeful 
and positive change; to use wide-ranging coaching 
frameworks, models and skills; to learn self-coaching 
and peer-coaching techniques; to do coaching with 
teams, and to do effective stress management in 
organisations (University of Western Australia 2014, 
no page).

• The ability to coach staff is recognised as an 
important skill for managers and a key factor in 
team and organisational success. This unit offers 
participants fundamental and practical skills into 
how to coach, motivate and engage staff (Australian 
National University).

In the table which follows, the frequency of topic presented 
in the abovementioned courses are presented. 

TABLE D: TOPICS 

Course topics
Number of 

courses  using 
this topic

Coaching models 22
Coaching strategies 11
Practical coaching 11
Definitions and Theory of coaching 11
Goal setting 10
Coaching as leadership style 10
Design of a coaching program/plan 9
Communication theory 9
Change management 8
Ethics and coaching 6
Coaching relationship/contracting 5
Coaching process 4
Conflict management 4
Personal development 3
Systems theory 3
Coaching for performance 1
Case study analysis 1
Coaching as part of HR Management 1

It is evident from the table that there are definite themes 
that keep on reoccurring throughout the different course.

DISCUSSION

The different objectives that were set at the beginning 
of this research project will be discussed in this section 
of the article. The first objective was to find business 
schools which present business coaching as a course. 
Of the 109 business schools investigated, 25 are 
offering courses in business coaching. These courses 
are presented on a certificate, diploma and master’s 
degree level. On the master’s degree level it is either 
presented as an independent course in coaching, or it 
is one of the elective subject options for the Masters in 
Business Administration. It seems as if the short courses 
on the certificate level are the most popular. These short 
courses are mainly presented as part of the executive 
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education programs. There is no uniformity amongst 
universities in how they structure the short courses. Most 
of the short courses are presented over two days, but 
there are also one day courses, and some of the short 
courses are presented over a three month period. Most 
of the business schools that present a course in business 
coaching can be found in Australia and South Africa. 
Compared to the eight business schools that could be 
found presenting a course in business coaching in the 
northern hemisphere, seventeen business schools from 
the sample-size presented business coaching as course 
is in the southern hemisphere.
 
The second objective was to investigate the teaching 
strategy and the method of assessment implemented by 
the different business schools when offering a course in 
business coaching. Of the 34 courses identified, 33 use 
lecturing as the primary way of transferring knowledge. 
The lecturing is then complimented by other strategies 
such as group work, practical coaching sessions, 
workshops, guest lecturers and practical demonstrations. 
These were mentioned as the most popular teaching 
strategies. Some of the other strategies mentioned are 
case studies, tutorials, personal coaching sessions, 
independent research projects and assignments.

The most popular way of assessment is assignments that 
must be done by students. Other ways of assessment 
is practical coaching evaluations, independent research 
projects, practical presentations, a thesis or dissertation, 
group evaluations and an online assessment. Only one 
business school has a written examination as method 
of assessment. On eight of the short courses there is 
no form of assessment. Candidates get a certificate for 
attendance of the course.

The third objective was to compare the aim or promised 
outcomes of the courses and content of the curricula 
of the different courses to identify the topics that are 
mostly presented and offered as part of a typical course 
in business coaching. The common denominators when 
analysing the aims and promised outcomes of the 
different courses are (1) that it is designed to equip, assist, 
or develop leaders or managers (2) through developing 
their coaching skills, (3) to effect performance, or change 

in an organisation. A course in business coaching is thus 
aimed at being either a management tool or a set of skills 
to improve the leadership style of a manager to enhance 
organisational performance. It is also presented as part 
of the leadership development courses or executive 
training modules in the business school.

When the content offered in the curricula is compared 
between the different courses, the top ten topics that are 
presented as part of the different courses are: (1) Coaching 
models; (2) Coaching strategies, (3) Practical coaching, 
(4) Definitions and Theory of coaching, (5) Goal setting in 
coaching, (6) Coaching as leadership style, (7) Design of 
a coaching program/plan, (8) Communication theories, (9) 
Change management (10) Ethics and coaching. Theory 
seems to be the dominant element lectured, compared to 
practice, which was listed only third.

In conclusion one can thus summarise that a typical 
course in business coaching will at least cover the 
above mentioned ten topics. A candidate will have to 
attend lectures to receive tuition and will have to hand in 
assignments as a way of getting assessed. The candidate 
will have a choice of three levels on which to take the 
course, and the course will develop his or her management 
skills to enhance organisational performance. The course 
can either be a short course of a day or two, or it can be 
part of a diploma or degree course stretching over a year 
to two year period.

PRACTICAL IMPLICATIONS

The practical implication of this research project is twofold: 
In the first instance the business world can take note of 
the fact that a number of business schools are presenting 
courses in business coaching. If they only appoint coaches 
with tertiary coaching qualifications obtained from a 
business school, they can help to raise the standard of the 
coaching industry and they can be assured of quality in 
the service they receive. In the second instance business 
schools can use the results of this research to design their 
courses in business coaching against, or they can use it as 
guidance if they want to implement a course in business 
coaching.
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 LIMITATION AND RECOMMENDATIONS

The limitations experienced during this research project 
were the following: (1) Not all business schools publish the 
detail about the course content in their brochures; (2) the 
language barrier especially with the European business 
schools was a limitation. The home page was in English, but 
some of the details in the brochures concerning the individual 
courses were mostly in the university’s tuition language. The 
English, French, German and Dutch were accessible for the 
researchers but the other European languages were barriers; 
(3) many universities in Australia, Europe and America, 
present coaching through their psychology departments and 
not as a course in their business schools. This training should 
not be seen as non-existing, and the business leader also 
have access to these resources. 

This study only focused on business coaching courses 
presented by business schools. A recommendation for 
future research can be to compare courses offered in 
business schools with the coaching courses offered through 
the psychology departments. Future research can also be 
done by scanning the current coaching industry to establish 
what type of qualification and training coaches have, and to 
establish if there is a need for training and development of 
coaches.
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ABSTRACT

Rapid changes in the business world require from higher 
education institutions to implement solutions that will 
enhance the employability of a future talented workforce. 
One such solution includes the adoption of Work integrated 
learning (WIL) programmes for graduates. The main 
objective of this research was to explore the benefits and 
challenges associated with the implementation of work 
integrated learning programmes as a talent management 
tool for Human resource management (HRM) graduates. 
This research followed a qualitative approach with data 
gathered from five focus group sessions (n=70). The 
findings showed that WIL programmes enhance the 

employability and career path planning of students. WIL 
programmes also contributes to state of the art curricula of 
higher education institutions. The findings also showed that 
WIL programmes can reduce employer costs associated 
with the recruitment and selection of graduate interns. The 
findings highlighted several challenges relating to WIL 
which include amongst others mentorship involvement, 
the development and structuring of experiential learning, 
lack of resources and lack of stakeholder engagement. 
Recommendations for research and practice are made. 

Keywords: Higher education, human resource 
management, mentorship, talent management, work 
integrated learning, 
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INTRODUCTION

South Africa is currently experiencing high graduate 
unemployment rates. According to a labour market 
dynamics report the unemployment rate for individuals with 
a tertiary qualification increased with the largest percentage 
from 2008 to 2014 (Statistics South Africa, 2014). Several 
critics maintain that graduate unemployment is a direct 
consequence of higher education curricula not meeting 
industry needs (Ito, 2014; Mishra, 2014). 

There is some evidence to suggest that higher education 
institutions can reduce graduate unemployment by 
implementing work integrated learning programmes that will 
equip graduates with the skills and competencies required 
for the workplace (Ntsizwane, Barkhuizen & Swanepoel, 
2014). According to Heerde and Murphy (2009) the 
inclusion of work integrated learning into higher education 
curricula provides an opportunity for students to integrate 
theoretical knowledge gained through formal teaching, with 
the informal knowledge gained in a professional context. 
Work integrated learning programmes therefore contribute 
to the talent management of students by developing the 
professional competencies that will enable them to perform 
in the workplace (Smith-Ruig, 2014). 

Work integrated learning programmes also contributes 
to the further professionalisation of the Human resource 
management function in organisations (Barkhuizen, 2013). 
According to Magau and Roodt (2010) line managers are 
struggling to see the value add by the human resource 
division and therefore suggest that human resource 
practitioners should demonstrate their value add to the 
organization. Meyer (2012) belief that this can be achieved 
by equipping HR graduates with the professional skills 
through experiential training methods 

Against this background the main objective of this 
research was to explore the benefits and challenges 
associated with the implementation of work integrated 
learning programmes as a talent management tool for 
HRM graduates. Despite some inroads made into the 
research of WIL, empirical evidence on the benefits 
and challenges thereof remain scarce. The article is 
structured as follows. First a literature review is presented 

on the available knowledge relating to the benefits and 
challenges of work integrated learning programmes. This 
is followed by a discussion of the research method applied 
for this study and a presentation of the research findings. 
This paper concludes with a discussion of the findings and 
recommendations for practice. 

Benefits of work integrated learning 
programmes

According to Jackson (2015) WIL programmes equip 
students with employability skills such as problem solving, 
communication, information literacy and professionalism 
that are critical enablers for graduates to function 
effectively in modern workplaces. Work integrated learning 
programmes are also useful in guiding the career choices 
and plans of students (Swart, 2014).  Students who 
enroll at tertiary institutions are unsure about their career 
path after graduation. Moreover the university syllabus 
often fails to inform prospective students about different 
possibilities in the workplace (Van Schalkwyk, Niyimbanira 
& Surujlal, 2012). 

The Government of Queensland in Australia (2009) 
highlighted several benefits of structured workplace 
learning for both employers and students. For the 
employer WIL can result in establishing networks and 
contacts for future recruitment, enhanced career interest 
in a particular industry, increased credibility of WIL courses 
and promotion of employment equity.  Students benefit by 
enhanced career pathways through formal recognition of 
skills development, development of contacts for future 
employment and increased work readiness through the 
development of employability skills. 

WIL programmes also foster partnerships between 
higher education and the industry which is critical for the 
development of curricula that will meet business needs 
(Smith, 2012). As stipulated by the Council of Higher 
Education (2011) academic programmes are derived from 
the academic field, the educational field as well as the 
professional practice field to meet the requirements of all 
stakeholders. The academic field involves academic staff 
in their role as researchers to develop new knowledge 
and thinking in their field of expertise. The educational 
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field involves university teachers who select topics and 
concepts for their students to study and devise methods of 
teaching and assessment. The last field is the professional 
practice whereby professionals transfer or transform 
the knowledge learnt from the university in their field of 
practice. Jeffries and Milne (2014) maintain that no work 
integrated learning can take place without strong and 
effective relationships between higher education and the 
workplace. 

Challenges associated with Work Integrated 
Learning 

According to McNamara (2011) one of the major reasons 
for engaging students in WIL is to gain professional 
competencies. The challenge presented is the assessment 
of acquired competencies. Supervisors may not be able 
to evaluate acquired competencies accurately if too many 
students are participating in WIL programmes (McNamara, 
2011). A study by Pop (2010) showed that mentors are 
struggling to find a balance between their work tasks and 
supervising graduate interns. Groenewald and Thulukanan 
(2005) emphasise that mentors are critical to ensure that 
graduates are able to learn everything necessary to gain 
the professional competencies.

Another challenge relates to the structuring of WIL 
programmes. According to Brown (2010) each higher 
education institution is responsible for developing its own WIL 
programme. Calmeyer, De Kok, Hardy, Rogers and Taljaard 
(2011) point out that WIL educators are struggling to design 
and implement a structured WIL programme that meets the 
demands of the industry and community and at the same 
time enhance the employability of graduates. According to 
the South African Green Paper for Post-School Education 
and Training (2012) the relationship between colleges 
and industries is weak.  Consequently 65% of students at 
colleges are unable to find the workplace experience that is 
needed for the completion of their National Diplomas.

Patrick, Peach, Pocknee, Webb, Fletcher et al. (2008) 
highlight several additional challenges that have an impact 
on the effectiveness of WIL programmes. These include 
equality and access, managing expectations and competing 
demands, communication and coordination and ensuring 

worthwhile WIL placements. According to Patrick et al. 
(2008) WIL programmes may neglect to include so-called 
“problematic” participants such as international students, 
employed students, students with family responsibility, 
students from lower socio-economic background, students 
with a disability and students in regional or remote areas. 
WIL programmes should caution against competing 
demands and misalignments between highly flexible 
workplaces and less flexible higher education institutions. 
This can hamper effective communication and coordination 
especially where cross-disciplinary employers and higher 
educational departments are involved. WIL should focus on 
developing and enhancing the graduate capability and be 
relevant, meaningful and worthwhile.

RESEARCH DESIGN 

Research Approach

A qualitative research approach was followed. This 
approach was deemed most suitable for this study because 
it involves data in the form of words and descriptions (De 
Vos, Strydom, Fouche & Delport, 2011). Data was gathered 
by means of semi-structured focus group sessions. The aim 
of the focus group sessions was to enable the participants 
to share experiences relevant to the research (Woodring, 
Foley, Rado, Brown & Hamner, 2006). The researchers 
used an interpretivist method to execute the research.  The 
interpretivist approach offers possibilities for generating 
fresh insights because it can point out different facets of 
organisational phenomena (Alvarez, 2003).

Sampling

The data was gathered from five focus groups that formed 
part of a research meeting (n=70). The participants involved 
academics, students and employers involved in the work 
integrated learning process. Most of the participants were 
female (56%), African (52%), aged between 30 and 39 years 
old (58%), in possession of an Honours degree or four year 
qualification (62%). Most of the participants were employed 
in the higher educational sector (42%) and had between 10 
and 20 years of work experience (48%). The participants 
were labelled as follows: Focus group 1 (P1); Focus group 
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2 (P2), Focus group 3 (P3), Focus group 4 (P4) and Focus 
group 5 (P5). Ethical clearance was obtained prior to the 
execution of the study. Confidentiality was maintained at all 
times. 

Data Analyses 

Content analyses were used to analyse the data. 
Content analyses aim to obtain a condensed and broad 
description of a particular phenomenon as well as the 
concepts and categories describing a phenomenon. 
According to Creswell (2009) content analyses are taken 
through several steps: making sense out of the text 
received; preparing the data in order to analyse it; perform 
different analyses; trying to find a deeper and deeper 
understanding of the data; representing the data; and 
trying to interpret the larger and bigger meaning of the data 
collected. Data can be analysed in a systematic way 
and in a scientifically rigorous manner (Thyme, Wiberg, 
Lundberg & Graneham, 2013).

FINDINGS

The findings relating to the benefits of work integrated 
learning are presented in the section that follows. The 
benefits were divided into three categories: benefits to 
academic institutions, benefits to students and benefits to 
employers. 

Benefits to academic institutions

The findings revealed two main benefits of WIL programmes 
for academic institutions. The first benefit suggests that WIL 
programmes can ensure that higher educational curricula 
is always up to standard in terms of industry requirements 
from students. As mentioned by one of the participants:

“What is nice for us academics, it gives us an opportunity 
to make sure our curriculum is really up to scratch.” 

(P1) 
and

“At higher education perspective the benefits are huge 
and you are forced to keep your curriculum relevant 

because the industry is doing something that you are 
not doing.”       

(P4)

A second benefit that emerge related to industry 
investment in higher educational resources. Participants 
concluded that once relationships are established 
between the industry and the academic institution, it may 
be possible for the industry to invest in the institution’s 
resources. As mentioned by some of the participants: 

“In corporate, there is a lot of benefits, I speak now 
from experience... one university I worked for got a 
sponsorship for 1.5 million to upgrade their lecturing 
halls.”

(P1)

Findings: Benefits of WIL for students 

The findings revealed four benefits of WIL programmes 
for students which include the attainment of employability 
skills, career planning, practical application of theory and 
job creation. Participants were of the opinion that WIL 
programmes equip students with employability skills and 
as a result they can be easily employed. As mentioned by 
some of the participants. 

“The benefit is that my student has more up to 
date information and therefore they will be more 
employable.”

 (P4)
and

“I definitely think that WIL can enhance the 
employability of HRM student.”              

(P1) 

Participants also mentioned that WIL programmes 
encourage the student to plan their career accordingly.

“All the students can build on their net on what’s 
important, and able to do career planning very well.” 

  (P1)
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WIL programmes further enable practical application of 
the theory that students learn in the classroom. Some of 
the participants mentioned: 

“It gives you an idea of the real world and that is a 
good benefit... when I taught my student, we did salary 
administration, we take the process of applicant’s 
CV, we take SARS statements, UIF and they must 
compile a salary slip.”

 (P2)

Work Integrated learning also creates room for job creation

“Once higher learning institutions and business 
move closer, they can start talking about job creation 
opportunities.”

 (P3)

Findings: Benefits of WIL for employers  

The findings showed that WIL benefit employers by 
training students to become anything they want, cost 
reduction of recruitment and selection processes and 
effective succession planning. Some of the quotes of the 
participants included: 

“The employer will get to know the person and they 
can train them into whatever they want them to 
be. According to their organisational goals and it is 
redeemed.” 

(P1)
and

“Cost reduction on employment is an important one 
in the recruitment and selection phase and it is much 
more effective as you have an exposure period with 
your student and then you are able access if you want 
to make the appointment or not.”

(P4)
and

“Standard response is going to be delivered capacity 
to employers that allow them talent pipeline, allows 
for effective succession planning. “

P4)

FINDINGS: CHALLENGES RELATING 
TO THE IMPLEMENTATION OF WORK 
INTEGRATED LEARNING PROGRAMMES

The findings relating to the challenges with the 
implementation of work integrated learning programmes 
are presented in Table 1 below. From Table 1 it is 
evident that various challenges exist in the effective 
implementation and execution of WIL programmes. Some 
of the most prominent challenges that were highlighted 
included a lack of mentorship, lack of resources and 
lack of stakeholder cooperation. Other challenges that 
were highlighted included difficulties in turning theory into 
application, curriculum development and feedback on 
curriculum aspects. The challenges are further discussed 
below. 

TABLE 1: CHALLENGES RELATING TO THE IMPLEMENTATION OF 

WIL 

Challenges of work integrated 
learning Participants

Not documented effectively P4, P5

Difficulty in turning theory to 
application

P1, P4, P3

Mentorship P4, P1, P2, P3, P5

Lack of resources (eg 
Computers, funding etc)

P1, P3, P4, P5

Competencies of academics P1, P5

Lack of co-operation (between 
universities, industry, 
government and professional 
bodies)

P5, P4, P3, P1

Curriculum development P3, P4, P5

Feedback on curriculum issues P5, P4, P3

Costly to industry P4, P3
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One of the major and primary challenges to WIL is 
mentorship. As mentioned by some of the participants: 

“We don’t have budget to support them, mentorship 
while student’s dialogue manages students ability to 
add technology in order to compile e. portfolio”.

  (P4)
and

“You have an internship programme where the 
students get allocated mentors... there are challenges 
but they get to know this person and walk a path with 
the person.”

 (P1)
and

“Training must be done on mentoring. It is expensive 
but it can be done.”

 (P2)

“They must have a program to mentor graduates. 
Resources must be put in place.” 

(P3)

and

“Industry need information on how to mentor the 
students coming to us as we know we are winning but 
don’t have the skills.”

 (P5)
     

Another challenge to the implementation of work integrated 
learning is the lack of co-operation between the institutions 
that need to be involved in the full implementation of the 
program. Some of the comments included:

“Linkage in academic and professional bodies was also 
a very critical point... there is indeed a gap between 
what our industries and communities are asking 
for... industry go to university and what do they see- 
handicap, obstacles, problems etc... In universities, 
they play the leading role in order to discern on what 
they think of this and in the case of other professions 
they also need industry alignment.” 

(P5)

These participants continued to add:

“If you talk to corporate, their complains has always 
been the fact that they are not participating in the 
progress of curriculum by higher institutes, on the 
other hand, higher education are complaining that 
you guys are not coming forth. Not talking to each 
other, communication.”  

(P5)
and

“Traditionally academics don’t relate well to 
employers... the need to consult a professional 
body.” 

 (P4) 
and

“Higher learning institutions and businesses must 
move nearer to each other. They must start talking to 
each other..”.

 (P3)
 and

“I think the government also needs to get a wakeup 
call.”  

 (P1) 

Participants also highlighted challenges related to the 
development of a curriculum that incorporates WIL and 
the relevant skills and competency requirements of 
human resource graduates. As mentioned by some of the 
participants:

“Therefore the organisation should also give some 
sort of training and information for higher education 
institutes on what they should teach.”  

(P3)
and

“So that becomes a challenge because they need 
to be consulted at curriculation stage, and often that 
doesn’t happen... the challenge comes it terms of 
academics being unable to formalise curriculum”

 (P4)
and
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“The role of the industry in prescribed textbooks and 
how we engage them and that the English teacher be 
part of not just the curriculum development but also the 
textbook admin.”   

 (P5)

Another challenge noted by the participants is the difficulty 
for students to convert theory into application. Students 
appeared to be taught a lot theory, while the practical aspect 
of teaching is lacking.  Some of the respondents mentioned:

“We give them the theoretical stuff, but we need to train 
them on how to do this practically.”

(P1)
and

“Sometimes the real world does not demand what you 
were taught in class... you can place an HR student 
anywhere but the application context is so different and 
often I find higher education institutions did not even 
identify or articulate.” 

(P4)
and

“We give students a lot of theory and now they do not 
know what to do with that.”

(P3)

A lack of resources were also highlighted as a challenge 
in the effective execution of WIL programmes. Resources 
shortages included adequate stipends for students, the 
provision of computers at the workplace, or even telephones. 
Some of the comments included:

“But the other thing also from the university side is that 
we don’t have the resources to do that, and that is a big 
thing. We as lecturers say we want to do it, of course, 
but we have limited resources and that is frustrating.” 

(P1)  
and

“Resources must be put in place by universities to 
enhance employability of graduates. It’s a plan that 
must be put into place.”

(P3)

and
“You have to have resources like furniture; computers 
and telephones for them... some need to go outside of 
town to apply yet there is no budget to support that” 
              (P4)

and

“Does the organisation have financial allocation for 
training to actually allocate a certain amount of their 
money not to be already in staff but to say here is a 
certain amount of money to the university for the 
graduate who is going to spend some time with us? 
Some of them have a problem with something like as a 
taxi or lunch money”

(P5)

Participants also highlighted the need for the quality control 
and documentation of work integrated learning programmes. 
As mentioned by some of the participants:
 

“It is not documented effectively.”
  (P4)

and

“Industry needs feedback forms; they need template 
for mentorship.”           
              (P5)

The participants expressed concerns relating to the 
competencies of academic staff involved in delivering WIL. 
Participants mentioned the notion of “the school syndrome”, 
whereby academic staff does not have the experience to 
educate students in terms of industry requirements. As 
mentioned by some of the respondents. 

“Many of them have never been in corporate and many 
of them are not even interested to know what is going 
on in corporate.” 

 (P1)
and

“Professors should spend 5 years at the university and 
maybe 3 years in the industry and this speeds them up 
to understanding the real world.”   

(P5)
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Another challenge that was highlighted is the long 
turnaround times for curriculum development and 
feedback. Some of the participants mentioned: 

“With regards to the process of curricula, we have 
every program needing to go back to our standards 
for reviewing every 3 years. Curricula exercises is 
done on a 3 year basis. Any new changes and new 
development in the industry with no qualification 
grants for a period of more than 3 years. It does not 
create a lot of potential instability in the program, 
good instability and the kind of instability that causes 
growth.” 

 (P4) 
and

“Education is business. To develop a curriculum 
takes three years and another 12 to 21 months per 
senate approval. How does change work in business 
and how long does it takes? Every minute business 
is changing and then we say sorry senate has not 
approved yet.”   

 (P5)
and

“In the three year period of a degree, there is not 
enough time to give practicals.”.

 (P3)

Another challenge that was noted by the researcher 
was the fact that Work Integrated learning is costly and 
therefore, expensive to the industry.

“There are benefits attached to it and there is 
constrains as it cost the company to take a student 
because you have to have resources, like furniture, 
computers and telephone for them.” 

 (P4)

DISCUSSION

The main objective of this research was to explore 
the benefits and challenges associated with the 
implementation of work integrated learning programmes 
as a talent management mechanism for HR graduates. 

The findings of the research highlighted several benefits of 
WIL programmes for students, higher education institutions 
and employers. The participants were in agreement that 
WIL equip students with employability skills and as a 
result enhance their employability (see Jackson, 2015). In 
addition WIL programmes enhance the career planning of 
students (Swart, 2014) and enable them to apply theory 
in practice (Smith-Ruig, 2014). The participants indicated 
benefits for higher education such as closer collaboration 
with industry (Jeffries & Milne, 2014) so that curricula remain 
up to standard (Smit, 2012). The findings further showed 
that employers benefit by training students to match job 
requirements (Patrick et al. 2008). WIL programmes also 
result in cost reduction for employers on recruitment and 
selection processes as they can already identify suitable 
job candidates as part of graduate internship programmes 
(Government of Queensland in Australia, 2009). 

The findings of this research revealed several challenges 
relating to the effective implementation of WIL programmes. 
In line with McNamara (2011) mentorship also appeared to 
be a major challenge in this study. Mentors were either 
not trained or experienced time constraints to supervise 
graduate interns effectively. A lack of mentorship can 
hamper the effective guidance and transition of graduates 
into the workplace (Groenewald & Thulukanan, 2005). 
Other challenges related to the development and 
structuring of WIL programmes. As with previous studies, 
higher education institutions struggle to develop WIL 
programmes that will enhance the workplace experience 
of graduates (Calmeyer et al., 2011). The participants also 
indicated the lack of cooperation between the stakeholders 
of WIL programmes such as higher education, employers 
and professional bodies. As mentioned by Jeffries and 
Milne (2014) no work integrated learning can take place 
without strong and effective relationships between higher 
education and the workplace. 

Management Implications 

This research makes important theoretical and practical 
contributions. First this research adds to the limited body 
of empirical knowledge that currently exists on WIL and its 
application to the HR profession. From a practical point of 
view this research highlighted several benefits that students, 
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higher education institutions and employers can capitalize 
on to enhance the application of WIL programmes. This 
research however also pointed out significant challenges 
that can hamper the effective implementation of WIL 
programmes. WIL stakeholders should take cognizance of 
these challenges and take corrective actions to ensure the 
sustainability of WIL programmes.

Limitations and Recommendations 

This research had some limitations. First the research only 
focused on the benefits and challenges associated with 
WIL programmes. WIL is a broad field and more research 
should be done to clearly define the concept and clarify 
its theoretical underpinnings. Future research can also 
benefit from applying intervention research whereby the 
effectiveness of WIL programmes can be tracked over the 
longer term. Future research can also focus on comparing 
WIL programmes of different disciplines and suggest best 
practice guidelines to effectively implement WIL in higher 
education institutions. 

Conclusion 

In conclusion, this research highlighted the importance 
of WIL as an enabler for graduate employability in South 
Africa. WIL stakeholders are therefore encouraged 
to engage and recommend best practice models to 
implement experiential learning programmes that will 
equip students with workplace ready skills and enhance 
their employability. 
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ABSTRACT

This paper assesses employee perceptions regarding 
organisational citizenship (OCB) within South African 
retail firms. A positivistic research paradigm was used by 
means of quantitative research. Primary data was obtained 
using the survey method, by means of self-administered 
structured questionnaires. Two null-hypotheses and a 
hypothetical model of employee perceptions regarding 
the influence of role considerations on OCB in retail 
firms were tested. The empirical results revealed that 
role considerations have a positive influence on OCB 
related to civic non-obligatory acts, but no relationship 
was found between role considerations and OCB related 

to compassion. Furthermore, the empirical results showed 
that OCB related to compassion have a positive influence 
on both organisational commitment and propensity to 
resign, while OCB related to civic non-obligatory acts has 
a positive influence on organisational commitment and its 
influence on propensity to resign was not significant. It is 
envisaged that the results of this study could assist retail 
firms to understand the variables that influence OCB and 
also be used to implement effective strategies in retail firms 
in order to ensure effective engagement in OCB related 
behaviour.
.
Keywords: role considerations, role conflict, role ambiguity, 
organisational citizenship behaviour
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INTRODUCTION

The retail sector is a volatile sector with respect to cyclical 
changes and global economic conditions more than any 
other sector. It is the fourth largest contributor to GDP in 
South Africa with an approximate contribution of 13.7% 
(Lehohla, 2011:4). It is also one of the major employers in 
South Africa by providing more than 22% of the total active 
workforce of the country (Memela, 2012:3). Retailing is also 
regarded as the world’s most consumer-interactive industry 
and is becoming more global and complex each day. 

Retailers have redefined their role in general, especially 
in the value chain.  Their role has gained the attention of 
manufacturers as they act as gatekeepers who decide 
which new products should be on the shelves of their 
stores.  This redefinition of roles is driven by the major 
drivers of change in retailing, which include the changing 
demographics and industry structure; expanding computer 
technology; emphasis on lower costs and price; emphasis 
on convenience and service; focus on productivity; added 
experimentation; and continued growth of non-store retailing 
(Bajaj, Tuli, & Srivastava, 2010:2).  Axiomatic to this change 
is the necessity of marketers of consumer products to identify 
the needs and motivations of their partners in the marketing 
channel. Perner (2008) further argues that due to the fact that 
the retail environment is dynamic and constantly changing, 
retailers need to understand the basics of retailing, where the 
retail outlet is heading and analyse the variables that could 
affect the success of the firm. Retail employees are also 
often boundary spanners with multiple roles to fulfil (Ackfeldt 
& Coote, 2005:151). Due to the seasonal and unpredictably 
long operating hours of retail firms, they hire a number of 
employees on a permanent, temporary or casual basis in 
order to meet with the influx of customers. These employees 
are expected to provide high customer service and often do 
more than what is expected.  Some employees are reluctant 
to go beyond the call of duty because their employment 
contracts do not provide the benefits and security they need. 
Rego and Cunha (2008:542) support this view and indicate 
that some behaviour is more abstract and dependent on 
employee attitudes and motivations. This paper forms part 
of a larger study which investigated various factors that 
could impact on organisational citizenship behaviour (OCB) 
such as job considerations, organisational climate and 

employment considerations. This paper specifically focuses 
on the influence of role considerations on OCB in retail firms.

PROBLEM STATEMENT

South Africa is the gateway to Africa and the retail industry 
has grown with a huge emerging population that is 
technologically advanced leading to a different kind of 
customer.  Organisations should foster positive interactions 
by allowing employees to engage in a constellation of 
behaviours (Rego & Cunha, 2008:542). Retail firms thus 
need to encourage these behaviours so as to enhance 
the total customer experience. Thus, employee attitudes 
towards their employment contracts and other factors in 
the organisation can influence their behaviour in either a 
positive or a negative way, depending on their motivation, 
attitudes and motives. However, some employees might 
choose to engage in OCB because it fits a certain situation 
or the employee is acting out of narrow self-interest (Ariani, 
2012:162). Although OCBs are generally outside one’s job 
description, Somech and Drach-Zahavy (2013:140) state 
that management sometimes expects these behaviours from 
employees and employees can experience role conflict when 
OCB is included in performance appraisals or promotion 
decisions.  Bolino and Turnley (2005:747) argue that OCB 
has the potential to evoke strain through role overload, role 
ambiguity and role conflict.  Inversely, Eatough et al., (2011) 
point out that role conflict has a negative relationship with 
OCB.  Somech and Drach-Zahavy (2013:140) further argue 
that employees may encounter significant role ambiguity 
as they struggle to distinguish OCBs from their in-role 
behaviours.  Hence, this study aimed to gain greater insight 
and understanding of the perceptions and attitudes of retail 
employees engaging in OCB. The main research question 
to be addressed in this study is: What are the perceptions of 
employees regarding the influence of role considerations on 
OCB in South African retail firms? 

RESEARCH OBJECTIVES 

The primary objective of this study is to investigate 
the influence of role considerations on organisational 
citizenship behaviour in South African retail firms. 
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The following secondary objectives of this study are:

• To conduct a literature study on the nature of role 
considerations and OCB as to provide a theoretical 
framework for the study.

• To empirically assess the extent to which role 
considerations impact OCB in retail settings.

• To provide practical guidelines to retailers regarding 
the impact of role considerations on OCB in retail 
settings.

LITERATURE REVIEW

Clarification of key concepts

•	 Organisational citizenship behaviour

OCB is defined as “individual behaviour that is 
discretionary, not directly or explicitly recognized by the 
formal reward system, and in the aggregate promotes 
the efficient and effective functioning of the organisation” 
(Organ, Podsakoff & MacKenzie (2006).  OCB concerns 
employees’ most voluntary and spontaneous contributions 
which manifest their willingness to make extra efforts on 
behalf of the organisation beyond prescriptions (Raineri, 
Paille, & Morin, 2012:156).  

•	 Role considerations

Tulloch (2006:305) defines considerations as careful 
thought or the act of thinking carefully about aspects of 
something. In this study, role considerations (also known 
as role stressors) that are hypothesised to influence OCB 
are role conflict and role ambiguity.  There are however 
also other role stressors (e.g. role overload and role clarity) 
falls beyond the scope of this study.  

•	 Role	conflict 

Role conflict occurs when a difference exists between 
a perceived role and an actual role or when a person 

simultaneously plays two roles (Peng & Chiu, 2010:587).  
Although OCB is generally outside one’s job description, 
Somech and Drach-Zahavy (2013:140) state that 
management sometimes expects these behaviours from 
employees and employees can experience role conflict 
when OCB is included in performance appraisals or 
promotion decisions.  Thus, the findings of their study 
demonstrate that role conflict is positively and significantly 
correlated with OCB.  Bolino and Turnley (2005:747) 
argue that OCB has the potential to evoke strain through 
role overload, role ambiguity and role conflict. Inversely, 
Eatough, Chu-Hsiang, Miloslavic and Johnson (2011) 
point out that role conflict has a negative relationship with 
OCB.   

•	 Role ambiguity

Role ambiguity refers to a person’s lack of clarity about 
the outcomes of his or her behaviour (Peng & Chiu, 
2010:587).  According to Bray and Brawley (2002:232), 
low role clarity (that is, high role ambiguity) represents 
ambiguous procedures, goals, criteria and knowledge 
of consequences. In contrast, high role clarity (low 
role ambiguity) represents clear job procedures, goals, 
criteria, and knowledge of consequences.  Somech and 
Drach-Zahavy (2013:140) argue that employees may 
encounter significant role ambiguity as they struggle to 
distinguish OCBs from their in-role behaviours.  

Employee commitment

Anderson and Martin (1995) define commitment as 
an employee’s identification with and adoption of an 
organisation’s values, norms and tradition. As such, it 
is a product of an employee’s sense of well-being and 
satisfaction with the organisation. A high level of employee 
commitment in an organisation can have beneficial 
consequences, resulting in lower absenteeism, higher 
performance and lower employee turnover (Mathieu & 
Zajac, 1990). Ellinger, Musgrove, Ellinger, Bachrach, 
Elmadag Bas and Wang (2013:1124) further propose 
that commitment to the firm and commitment to service 
quality drive service employee behaviours such as job 
performance and organisational citizenship behaviour.    
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•	 Propensity to resign

Morgan and Hunt (1994) define propensity to resign as a 
perception of the likelihood that the relationship between 
the employee and the organisation would be dissolved 
in the (reasonably) near future. Ito and Brotheridge 
(2005:7) suggest that an employee’s intention to leave 
an organisation, expressed in terms of making plans to 
search for a new job, reflects the potential for voluntary 
turnover.  Predictors of voluntary turnover include job 
dissatisfaction (Nadiri & Tanova, 2010:34) and affective 
commitment, a psychological attachment expressed as 
pride in the organisation and a willingness to exert extra 
effort (Meyer, Stanley, Herscovitch, & Topolnytsky, 2002), 
as well as employees exploring and accepting other 
opportunities as part of a career plan (Lee, Mitchell, Wise 
& Fireman, 1996).  

•	 Employee engagement

Kahn (1990) describes employee engagement as 
the physical, emotional and cognitive participation 
of the employee with his/her work or the employee’s 
psychological presence with high motivation in performing 
his or her organisational job.  Employee engagement can 
also be described as vigour, participation and self-efficacy 
in performing their work. It has commonly been defined as 
emotional and intellectual commitment to the organisation 
(Baumruk, 2004). 

•	 Dimensions of OCB

Since Bateman and Organ (1983) coined the term “OCB” 
almost thirty different forms of OCB have been identified 
by various researchers.  However, drawing from the 
research conducted by Organ (1988), the most relevant 
dimensions comprise of a five-factor OCB framework 
and include: altruism, courtesy, conscientiousness, civic 
virtue and sportsmanship.  The literature review describes 
unanimous acceptance of these five dimensions (Dash & 
Pradhan, 2014:20). The five-factor OCB framework used 
in this study is outlined below as depicted by Organ (1990).

• Altruism – voluntary actions that help a fellow 
employee in work-related problems.

• Civic virtue – voluntary participation in and support 
of organisational functions of both a professional and 
social nature.

• Conscientiousness – a pattern of going well  
beyond minimally required role and task  
requirements.

• Courtesy – the discretionary enactment of thoughtful 
and considerate behaviours that prevent work-related 
problems for others.

• Sportsmanship – a willingness to tolerate the 
inevitable inconveniences and impositions that result 
in an organisation without complaining and doing so 
with a positive attitude.

Empirical studies have supported this five-factor structure 
(see Mansoor, Aslam, Javad, Ashraf & Shabbir, 2012:568; 
Shin & Kim, 2010:117; Salavati, Ahmadi, Sheikhesmaeili & 
Mirzaei 2011:398-399).  A meta-analysis by LePine, Erez 
and Johnson (2002:52) suggests that scholars should think 
of Organ’s (1988) OCB as a latent construct and consider 
the OCB dimensions as imperfect indicators of the same 
underlying construct.  However, a meta-analysis conducted 
by Hoffman, Blair, Meriac and Woehr (2007:562) suggests 
that current operationalisations of OCB are best viewed as 
indicators of a general OCB factor.  

Importance of OCB in retailing

Waltz and Niehoff (1996) noted that OCB represents 
a set of desirable organisational behaviours, which 
demonstrate multi-dimensional relationships with positive 
organisational consequences.  The argument that OCB 
affects organisational performance is a view which is 
espoused in Organ’s (1988) original definition of the 
construct.  Banu, Amudha and Surulivel (2012:581) argue 
that OCB is important for the effective functioning of an 
organisation because its ultimate goal is to make all the 
employees work towards achieving organisational goals, 
rather than accomplishing their duties.  However, Ibrahim, 
Ghani and Salleh (2013:92) posit that it is always dependent 
on the leaders’ capabilities and capacity to influence their 
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subordinates towards accomplishing organisational goals.
Podsakoff, MacKenzie, Paine & Bachrach (2000) and 
Allen and Rush (1998) suggest that OCBs might increase 
the performance of an organisation. They propose 
the following means by which OCB can contribute to 
organisational success:

• Increasing co-worker or managerial productivity;

• Realising resources so that they can be used  
for more productive purposes;

• Coordinating activities within and across  
work groups;

• Reducing the need to devote scarce resources to 
purely maintenance functions;

• Strengthening the organisation’s ability to attract and 
retain the best employees;

• Increasing the stability of the organisation’s 
performance; and

• Enabling the organisation to adapt more effectively to 
environmental changes.

In addition, Podsakoff, Ahearne and MacKenzie (1997) 
suggest that OCBs may enhance organisational 
performance by keeping the group cohesion at highest 
levels across the entire organisation.  Furthermore, 
VandeWaa and Turnipseed (2012:2) stress that 
discretionary behaviours benefit the organisation because 
they create a harmonious, pleasant work environment 
leading to the advancement of the organisation.

HYPOTHETICAL MODEL OF THE STUDY

The hypothesised model of the study is illustrated in Figure 1.

 H02

 H03

H01                                                                                                                                              

H04

Role 
considerations

• Role conflict

• Role 
ambiguity

Organisational 

citizenship 

behaviour 

(OCB)

Employee 
commitment

Propensity 
to

resign

Employee
engagement

Figure 1:  Hypothetical model of the study
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The following null-hypotheses are to be tested in this study:

H01: There is no relationship between role considerations 
(as measured by role conflict and role ambiguity) 
and OCB in a retail setting.

H02:  Organisational citizenship behaviour does not 
influence employee commitment.

H03:  Organisational citizenship behaviour does not 
influence propensity to resign.

H04:  Organisational citizenship behaviour does not 
influence employee engagement

RESEARCH METHODOLOGY

This study is aimed at gaining greater insight regarding the 
impact of job considerations on OCB in retail firms.  

Research paradigm

This study has adopted a positivistic research paradigm 
by means of the quantitative research approach. 

Population and sampling

The population of this study is comprised of all retailers in 
South Africa, more specifically in the provinces of Gauteng, 
Kwa-Zulu Natal and the Eastern and Western Cape.  For 
the purpose of this study, non-probability sampling is used, 
specifically convenience and judgemental sampling, as 
no database is available of retailers in South Africa.  The 
reason for this choice is that respondents are available 
and accessible and relying on the researcher’s judgment 
of whom to include in the sample. The researcher made 
use of the same field workers who travelled to the Eastern 
Cape, KwaZulu-Natal and Gauteng and the Western Cape. 

Pilot study

A pilot study was conducted prior to the finalisation of the 
measuring instrument, to test the measuring instrument and 
ascertain whether the questionnaire items are consistent 

and reflect the same underlying variables as depicted in 
the conceptual model. The measuring instrument was 
tested on among 20 retail employees.  

Data collection

Secondary data was obtained through journal articles, 
textbooks and the Internet. Primary data was collected 
by means of a survey method using a structured self-
administered questionnaire. A total of 1000 questionnaires 
were distributed (250 per province). The researcher used 
fieldworkers to assist with administering the questionnaires 
in the four selected provinces. However, out of 1000 
questionnaires distributed in all four provinces, 690 were 
returned and only 554 were usable, which amounts to a 69% 
response rate for this study (55% usable).  As the statements 
in the questionnaire did not entail any ethical issues, no 
ethical clearance was needed to conduct the study. 

Questionnaire design

In this study, self-administered structured questionnaires 
with closed-ended questions were used.  This method is 
consistent with the measuring tool used in previous studies 
(Ackfeldt & Wong, 2006:733; Ackfeldt & Coote, 2005:154; 
and Dimitriades, 2007:469). In this study, a 7-point Likert-
type scale was used, and the questionnaire consisted of 
four sections:

• Section A investigates the role of the independent 
variable (role considerations) on OCB, using an 
ordinal scale by means of a seven-point Likert-type 
scale;

• Section B assesses general perceptions regarding 
OCB (5 dimensions), according to a seven-point 
ordinal Likert scale;

• Section C analyses the impact of OCB on the 
dependent variables (outcomes), using a seven-point 
ordinal Likert-type scale; and

• Section D seeks demographical information that will 
provide clear insight into the background information 
of the respondents, using a nominal scale.     
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.Data analysis

Data collected was transferred to an Excel spread sheet and 
analysed by means of the Statistica computer programme. 
Descriptive statistics such as the mean, mode, median and 
standard deviation were used to assist with the preliminary 
data analyses.  Exploratory factor analysis was used to 
assist in determining construct validity (convergent and 
discriminant validity). Cronbach’s alpha reliability testing 
was used to determine internal reliability of the measuring 
scales. Regression and correlation analysis were used to 
assist in assessing the relationships between the variables 
and to tests the hypotheses.  

Reliability and validity of the measuring 
instrument

The validity of the measuring instrument was tested 
by assessing face, content and construct validity. Face 
validity was assessed by means of expert judgement of 

researchers in management, sustainability and statistics. 
Content validity was tested by means of a pilot study. The 
questionnaire was developed based on the literature study 
and operationalisation of study variables. Construct validity 
refers to the extent to which a set of questions appear to 
result in findings that conform to what would be predicted 
from theory (Matthews & Ross, 2010:217). This was tested 
by means of an exploratory factor analysis (EFA).  In this 
study, Cronbach’s alpha was used to assess the reliability 
of the scales and a coefficient alpha between 0.7 and 0.8 
are considered to have good reliability.

EMPIRICAL RESULTS

Demographic profile of respondents

The demographical information of respondents is depicted 
in Table 1.     

Table 1: The demographical composition of respondents

Demographics Range N %

Position

Senior management 56 10
Middle management 75 14
Supervisory 61 11
Shop floor staff 280 51
Other 82 14
TOTAL 554 100

Gender

Male 243 44
Female 311 56
TOTAL 554 100
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Demographics Range N %

Type of job

Manager 108 20
Packer 71 14
Sales associate 88 16
Buyer/merchandiser 18 3
Cashier 106 19
Shop floor assistant 80 14
Admin/finance 30 5
Other (specify) 47 8
No response 6 1
TOTAL 554 100

Race

African 367 66
White 35 6
Coloured 102 18
Indian 40 7
Chinese 2 1
Other (please specify) 8 2
TOTAL 554 100

Age

15-20 62 11
21-30 291 53
31-40 141 26
41-50 36 7
51-60 17 3
Over 60 4 0
No response 3 0
TOTAL 554 100

Educational 
qualification

Grade 11 and lower 93 17
Grade 12 299 54
Diploma or National 
certificate

116 21

Bachelor’s degree 27 5
Postgraduate degree/ 
diploma (e.g. Honours/ 
Masters)

12 2

Other (Please specify) 7 1
TOTAL 554 100



HUMAN CAPITAL MANAGEMENT, ORGANISATIONAL BEHAVIOUR AND LEADERSHIP
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

95

Demographics Range N %

Type of employment 
contract

Full-time employee 370 67
Part time employee 104 19
Fixed-term contract 
employee

30 5

Temporal contract 
employee

13 2

Casual employee 24 4
Other (please specify) 12 2
No response 1 1
TOTAL 554 100

Tenure

0-1 153 28
2-5 240 43
6-10 90 16
11-15 31 6
Over 15 38 7
No response 2 0
TOTAL 554 100

Size of organisation

Small (employing 1 to 50 
employees) 

295 53

Medium (employing 51 to 
200 employees)

134 24

Large (employing more 
than 200 employees)

123 22

No response 2 1
TOTAL 554 100

Organisation’s years in 
existence

1-5 years 164 30
6-10 years 145 26
11-15 years 71 13
16 years + 169 31
No response 5 0
TOTAL 554 100

Monthly income

< R5000 191 34
R5001 – R10 000 161 29
R10 001 – R15 000 69 13
R15 001 – R20 000 109 20
R20 001 + 8 1
No response 16 3
TOTAL 554 100
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Demographics Range N %

Retailing activity

General dealer 77 14
Food, beverages & 
tobacco

100 18

Pharmaceuticals & 
medical goods

16 3

Cosmetics & toiletries 34 6
Clothing, footwear and 
leather goods

176 32

Textiles 11 2
Household furniture, 
appliances & equipment

49 9

Hardware, paint & glass 2 0
Sports 22 4
Other 60 11
No response 7 1
TOTAL 554 100

Source: Author’s own illustration

Fifty one percent of the respondents were working on 
the shop floor, while thirty 35% of the respondents hold 
supervisory, middle and senior management positions. 
Fifty six percent and 44% of respondents were females 
and males, respectively. Most of the respondents are 
employed as a manager (20%), cashiers (19%) and sales 
associates and packers (14% each). The majority of the 
respondents were Africans (66%), coloureds (18%), and 
Indians and Whites 7% and 6% respectively. Fifty three 
percent of the respondents were between the ages of 21-
30 years, followed by respondents between the ages of 
31-40 at 26%. Fifty four percent of the respondents had a 
grade 12 certificate and 21% had a diploma or a national 
certificate. In terms of type of employment contract, 67% 

of the respondents were full time employees and 19% 
were employed on a part-time basis. Forty three percent 
had tenure of 2-5 years, while 13% had tenure of 11 years 
and more. According to the respondents, 53% of the firms 
for which they worked were small firms (1-50 employees). 
Thirty one percent of these firms had been in existence for 
more than 16 years and 30% were in existence between 
1-5 years. The respondents confirmed that only 1% of 
them earned more than R20 000 per month, 34% earned 
less than R5000 per month, while 29% earned between 
R5000-R10000 per month. The majority of these firms 
were clothing, footwear and leather goods retailers (32%), 
while 18% were food, beverages and tobacco retailers 
and 14% general dealers.
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Exploratory factor analysis

The empirical factor structure is outlined in Table 2 below.

TABLE 2: EMPIRICAL FACTOR STRUCTURE

Latent variables Items Minimum 
loadings

Maximum 
loadings

Role considerations (RC) RC1, RC2, RC3, RC4, RC5, RA1, RA2, RA3, 
RA4, RA5

0.467623 0.731945

OCB related to compassion (OCB1) SPORT1, SPORT2, SPORT3, ALT1, ALT2, 
ALT3

0.540034 0.843700

OCB related to civic non-obligatory acts 
(OCB2)

CONSC1, CONSC2, CONSC3, CV1, CV2, 
CV3

0.554407 0.795561

Organisational commitment (OCM) ECM1, ECM2, ECM3, ECM4, ECM5
EE1, EE2, EE3, EE4, EE5

0.742401 0.839395

Propensity to resign (PR) PR2, PR3, PR4, PR5 0.683836 0.789575

In Table 2, factor loadings greater than 0.4 were considered 
significant. The exploratory factor analysis results reveal 
the items that loaded on the variable ‘role considerations’. 
Five items which were expected to measure ‘role conflict’ 
and all five items which were expected to measure 
‘role ambiguity’ loaded to a significant extent (p<0.05).  This 
means that respondents viewed these items as a single 
construct termed ‘role considerations’. Table 2 further 
indicates that the respondents perceived ‘organisational 
citizenship behaviour’ as a two-dimensional construct. 
‘OCB related to compassion’ (OCB1) and ‘OCB related 
to civic non-obligatory acts’ (OCB2). All five items 
expected to measure ‘employee commitment’ and all 
five items expected to measure ‘employee engagement’ 
loaded onto one factor and were termed ‘organisational 
commitment’. This means that respondents did not 
perceive the items expected to measure ‘employee 
commitment’ and ‘employee engagement’ as measures of 
two different constructs, hence, the variable was renamed 
‘organisational commitment’. Four of the five items which 

are expected to measure ‘propensity to resign’ loaded onto 
one factor. This means that respondents viewed these 
items as a single construct termed ‘propensity to resign’.  
As a result of the discriminant validity assessment with the 
exploratory factor analysis, some items were deleted and 
new variables were formed – thus the original theoretical 
model had to be adapted.  

Reliability of the measuring instrument

The reliability of the new and adapted variables had 
to be reassessed. Table 3 indicates the Cronbach’s 
alpha coefficients of the latent variables based on the 
comprehensive exploratory factor analysis. It reveals 
that all Cronbach’s reliability coefficients are above 0.70 
which is regarded as acceptable for the purpose of this 
study. This indicates that all instruments have a reliability 
of 0.70 and above, which is regarded as good reliability 
and is sufficient for retaining these variables.  
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TABLE 3: CRONBACH’S ALPHA COEFFICIENTS OF THE LATENT VARIABLES BASED ON THE COMPREHENSIVE EXPLORATORY FACTOR 

ANALYSIS

Latent variable Cronbach’s alpha

Role considerations (RC) 0.869

OCB related to compassion (OCB1) 0.864

OCB related to civic non-obligatory acts (OCB2) 0.798

Organisational commitment (OCM) 0.923

Propensity to resign (PR) 0.727

Regression analyses

Table 4 outlines the regression analyses results of the study.

TABLE 4: REGRESSION ANALYSIS RESULTS

REGRESSION SUMMARY FOR DEPENDENT VARIABLE: ORGANISATIONAL CITIZENSHIP 
BEHAVIOUR – COMPASSION

Parameter Beta b* Std. Error B Std Error T value P-value

RC          -0.055 0.036 -0.059 0.039 -1.528 0.1271

R
54%

R2

0.29677817
F

57.923
Std Error of estimate P
1.0779            p< .00000

REGRESSION SUMMARY FOR DEPENDENT VARIABLE: ORGANISATIONAL CITIZENSHIP 
BEHAVIOUR – CIVIC NON-OBLIGATORY ACTS

RC         0.185 0.038 0.206 0.042 4.863 0.001***

R
47%

R2

0.21644062
F

37.912
Std Error of estimate P
1.1819            p< .00000

REGRESSION SUMMARY FOR DEPENDENT VARIABLE: ORGANISATIONAL 
COMMITMENT

Parameter Beta b* Std. Error B Std Error T value P-value

OCB (compassion) 0.658 0.032 0.671 0.033 20.456 0.001***

OCB (civic non-
obligatory acts) 0.086 0.032 0.085 0.032 2.674 0.01**

R
69%

R2

0.47002388
F

244.33
Std Error of estimate   P
0.95333    p<0 .00000
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REGRESSION SUMMARY FOR DEPENDENT VARIABLE: 
PROPENSITY TO RESIGN

Parameter Beta b* Std. Error B Std Error T value P-value

OCB (compassion) 0.211 0.043 0.215 0.044 4.904 0.001***

OCB (civic non-
obligatory acts) 0.020 0.043 0.019 0.042 0.453 0.6505

R
22%

R2

0.4727831
F
13.672

       Std Error of estimate   P
1.2749      p<0 .00000

*   = p < 0.05
**  = p < 0.01
*** = p < 0.001

Table 4 indicates that role considerations (as measured 
by role conflict and role ambiguity (r = -0. 055, NS) do not 
exert significant influence on ‘OCB related to compassion’.  
The R2 of 0.297 explains 30% of variability in the model 
explained by the moderating variable (OCB related to 
compassion) as shown in Table 4. In addition, Table 4 
indicates that role considerations (as measured by role 
conflict and role ambiguity (b = 0.206, p < 0.001) are 
positively related to OCB related to civic non-obligatory 
acts.  Table 4 shows that the R2 of 0.470 indicates that 47% 
of the variability in the model is explained by the variables 
grouped as ‘organisational commitment’. This indicates 
that OCB related to compassion (b = 0.671, p < 0.001) 
and OCB related to civic non-obligatory acts (b = 0.085, 

p < 0.01) have a positive relationship with organisational 
commitment. Furthermore, this means that sportsmanship, 
altruism, civic virtue and conscientiousness, as measures 
of OCB, promote and increase organisational commitment 
amongst employees. Table 4 also indicates that OCB 
related to compassion (b = 0.215 p < 0.001) has a positive 
relationship with propensity to resign, it also shows that the 
R2 of 0.472, which indicates 47% of variability in the model, 
is explained by propensity to resign. This implies that 
sportsmanship and altruism among the employees have 
been a driving force behind OCB related to compassion. 
Table 4 further indicates that OCB related to civic non-
obligatory acts (r = -0. 020, NS) does not exert significant 
influence on ‘propensity to resign’.

Correlation analysis

Table 5 indicates the correlation analysis results.

TABLE 5: CORRELATION MATRIX

Variable RC OCB (1) OCB (2) OCM PR
Role considerations (RC) 1.000 0.010 0.223 -0.061 0.341
Organisational Citizenship Behaviour related to 
compassion (OCB1) 

0.010 1.000 0.264 0.681 0.217

Organisational Citizenship Behaviour related to 
civic non-obligatory acts (OCB2)

0.223 0.264 1.000 0.260 0.075

Organisational commitment (OCM) 0.061 0.681 0.260 1.000 0.196
Propensity to resign (PR) 0.341 0.217 0.075 0.196 1.000

p value .00 – .39 (weak); .40 – .59 (moderate) and .60 – 1.00 (strong) 
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Table 5 clearly indicates that there is a positive correlation 
between most of the variables in the matrix. Only a few 
variables indicated a weak correlation.

REFORMULATION OF HYPOTHESES

As a result of the formulation of the adapted model, the 
original hypotheses had to be reformulated. Table 6 
indicates the findings of the hypothesised relationships.
 

Table 6: The findings of the hypothesised relationships

No. of the hypothesis Original and renamed/new hypotheses Accepted/ rejected

H01

H01.1

H01.2

Role considerations, as depicted by role conflict and role ambiguity do 
not influence organisational citizenship behaviour.

Role	considerations,	as	depicted	by	role	conflict	and	role	ambiguity	
do	not	influence	OCB	related	to	compassion
Role	considerations,	as	depicted	by	role	conflict	and	role	ambiguity	
do	not	influence	OCB	related	to	civic	non-obligatory	acts.

Cannot reject

Rejected

H02 

H04

H02.1

H02.2

Organisational citizenship behaviour does not influence employee 
commitment.
Organisational citizenship behaviour does not influence employee 
engagement
OCB	 related	 to	 compassion	 does	 not	 influence	 organisational	
commitment.	
OCB	 related	 to	 civic	 non-obligatory	 acts	 do	 not	 influence	
organisational	commitment.

Rejected

Rejected

H03

H03.1

H03.2

Organisational citizenship behaviour does not influence 
propensity to resign.
OCB	 related	 to	 compassion	 does	 not	 influence	 propensity	 to	
resign.	
OCB	 related	 to	 civic	 non-obligatory	 acts	 do	 not	 influence	
propensity	to	resign.

Rejected 

Cannot reject

CONCLUSIONS

The focus of this paper was aimed at investigating the 
influence of role considerations (depicted by role conflict 
and role ambiguity) on OCB and the influence of OCB on 
employee commitment, propensity to resign and employee 
engagement. 

Role considerations as measured by role conflict and role 
ambiguity are not related to OCB related to compassion 
(H01.1 cannot reject).  These findings are consistent with a 
study by Eatough, et al. (2011) who found role conflict and 
role ambiguity not to be related to OCB. However, because 

work stress tends to lower an individual’s ability to exert 
control over the work environment and thus adversely 
affect the ability to function effectively, (Bakker, Demerouti 
& Verbeke, 2004:85) the absence of role ambiguity can 
thus lead to OCB. Moreover, Podsakoff, Mackenzie and 
Bommer (1996) found that high levels of role clarity could 
generate high OCBs.

Role considerations (as measured by role conflict and 
role ambiguity) are positively related to ‘OCB related to 
civic non-obligatory acts’ (H01.2 rejected).  This implies 
that if there is no conflict in roles and there is role clarity, 
employees will have time to perform tasks that are beyond 
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their minimally required roles and vice versa.  

The study further revealed that OCB, which was tested as 
a five-dimensional construct, namely, conscientiousness, 
civic virtue, sportsmanship, altruism and courtesy, was 
perceived by respondents as a two dimensional construct. 
The first OCB construct comprised of two dimensions, 
namely, sportsmanship and altruism, and was termed 
‘OCB related to compassion’.  Employees who engaged in 
OCB related to compassion exhibit citizenship behaviours 
such as bearing minor setbacks in the workplace 
(Netemeyer, Boles, McKee, & McMurrian, 1997), for 
example not complaining about petty issues or minor 
setbacks and not finding fault with other employees. There 
is also a willingness of employees to assist co-workers 
(Podsakoff & MacKenzie, 1997), for example assisting 
others with challenging tasks and helping to orientate 
new employees. The second OCB construct which is 
comprised of two dimensions, namely, conscientiousness 
and civic virtue, was initially termed ‘OCB related to civic 
supererogatory acts’.  However, this term was simplified 
and ultimately termed ‘OCB related to civic non-obligatory 
acts’.  Employees engaged in OCB related to civic non-
obligatory acts exhibit behaviours such as constructive 
engagement in organisational activities (for example, 
attendance at voluntary meetings, responding promptly 
to correspondence) and going well beyond minimally 
required role and task requirements (for example, leaving 
work late to complete a task or waiting for the next shift to 
start smoothly).

The study further revealed OCB related to compassion 
does influence organisational commitment (H02.1 rejected) 
whereas OCB related to civic non-obligatory acts does not 
influence organisational commitment (H02.2 rejected). When 
employees go beyond the call of duty for the benefit of the 
organisation and their colleagues, they show commitment 
to the success of the organisation. Lambert, Hogan and 
Griffin (2008:63) found that organisational commitment 
is a salient antecedent of OCB. Employees who were 
committed to the organisation generally reciprocate with 
positive behaviour, including OCB, so the organisation 
benefits in the long-run. This study concurs with Nehmeh’s 
(2009) findings and reveals that employees who engage in 
OCB also feel committed to their organisations. Thus, it is 

reasonable to confirm that organisational commitment is 
positively related to OCB.

It was also found that OCB related to compassion does 
not influence propensity to resign (H03.1 rejected). This 
means that improved organisational effectiveness could 
lead to committed employees who would rather work for 
the organisation than other organisations.

OCB related to non-obligatory acts does not influence 
propensity to resign (H03.2 cannot reject). This can be 
explained by the fact that individuals whose need for the 
fulfilment of personal goals and sense of achievement 
in contributing to the organisational effectiveness are 
achieved, want to stay longer within the organisation. The 
findings of this study are consistent with studies by Chen, 
Hui and Sego (1998:928) and Podsakoff and MacKenzie 
(1997) who demonstrated that OCB is a critical determinant 
of employee turnover. This means that employees who 
exhibit low levels of OCB are more likely to leave an 
organisation than those who exhibit high levels of OCB.

MANAGERIAL IMPLICATIONS AND 
RECOMMENDATIONS

Most of the managerial implications and recommendations 
in this section are based on the statements or items used 
in the measuring instrument of this study.

•	 The	influence	of	role	considerations	on	OCB	related	to	civic	
non-obligatory	acts

The findings of this study also correspond with the work of 
Somech and Drach-Zahavy (2013:144) who demonstrate 
that OCB is positively and significantly associated with 
employee strain, above and beyond the impact of role 
overload, role ambiguity, and role conflict.  

It is thus recommended that:

 ° Management should ensure that employees are 
given clarity about their roles in the organisation and 
adequate resources are available to employees to 
avoid conflicting roles.
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 ° Employees should work with teams that utilise the 
same processes and procedures.

 ° Supervisors should give employees clear and 
consistent orders. 

 ° Clarity should be given to employees as to how their 
jobs are aligned to overall organisational goals.

 ° Employees should not be expected to work under 
incompatible policies and guidelines.

 ° Employees should not have to break a rule or policy 
in order to carry out an assignment.

 ° Employees should not receive conflicting requests 
from two or more supervisors.

 ° Employees should not receive an assignment without 
adequate resources to execute it.

 ° Employees should not work under vague directives/
orders.

 ° Employees should be certain about how their jobs 
are linked to other jobs.

•	 The	influence	of	OCB	related	to	compassion	and	OCB	related	
to	civic	non-obligatory	acts	on	organisational	commitment	

Any negative assumptions and evaluations regarding 
OCB related to compassion and OCB related to civic 
non-obligatory acts could impact upon organisational 
commitment.  This means that sportsmanship, altruism, 
civic virtue and conscientiousness, as measures of OCB 
could promote and increase organisational commitment 
amongst employees. Eisenberger, Fasolo and Davis-
LaMastro (1990) argued that those employees who feel 
that they are cared for by their organisations and managers 
do not only have higher levels of commitment, but that 
they are more conscious about their responsibilities, have 
greater involvement in the organisation, and are more 
innovative. Hence, their exhibition of OCB enhances their 
commitment to the organisation. 

It is thus recommended that:

 ° Managers should play an important role in 
establishing an organisational culture in which 
employees adopt the objectives of the organisation.

 ° The work environment should allow employees to 
have a creative and innovative attitude towards the 
organisation.

 ° The organisations should devise strategies that 
encourage employees to put in a great deal of effort 
beyond what is normally expected. 

 ° The organisation should inspire employees to 
be proud to tell others that they are part of an 
organisation. 

 ° The organisation should encourage employees to 
care about the fate of their organisation.

 ° The organisation should make employees feel a 
sense of ownership and belonging towards the 
organisation.

 ° The organisational should provide employees with 
enough opportunities to contribute to decisions that 
affect them.

•	 The	influence	of	OCB	related	to	compassion	on	propensity	to	
resign

OCB related to compassion, as measured by 
sportsmanship and altruism, has a positive relationship 
with propensity to resign. This implies that sportsmanship 
and altruism amongst the employees have been a driving 
force behind the increased OCB related to compassion. 
According to Paille, Bourdeau and Galois (2010), when 
employees experience lasting dissatisfaction with their 
organisations or jobs, and cannot leave due to a lack 
of external professional opportunities it is less risky for 
them to reduce OCBs than it is to express this discontent 
through diminishing their efforts at work. Research findings 
suggest that a workplace that encourages trust sustains 



HUMAN CAPITAL MANAGEMENT, ORGANISATIONAL BEHAVIOUR AND LEADERSHIP
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

103

employees in their desire to cooperate (OCBs); this, in 
turn, decreases their intention to leave the organisation. 
Coyle-Shapiro and Conway (2005) argue that the fact that 
an organisation keeps its promises, in turn, encourages 
the employee to deploy efforts for the organisation and 
thus stay in the organisation.

It is thus recommended that:

 ° Management should instil a trusting relationship that 
will encourage employees to engage in OCB, thereby 
reducing their propensity to leave the organisation.

 ° Organisations should keep their promises to 
employees in order to reduce the chances of 
employees leaving the organisation.

 ° Organisations should offer fringe benefits that are 
perceived as better than those offered by other 
organisations, in order to retain their employees.

 ° Apart from monetary rewards, managers should 
provide employees with non-monetary rewards and 
opportunities for participation in the achievement of 
organisational goals.

 ° Managers should place greater emphasis on the 
interactions between members, instead of merely on 
the accomplishment of tasks per se.

The following extract seems appropriate to conclude this 
paper with:

“… OCB not an enforceable requirement of the job 
role or description … the behaviour is a matter of 
personal choice filling the gap between procedures 
and regulations and dynamic reality … OCB represent 
a powerful element of freewill conduct … successful 
organisations need employees who will do more 
than their usual job duties and provide performance 
that is beyond expectations … fulfil employees’ job 
satisfaction, understand their motivation and create 
suitable work environments are important in managing 
reality” (Alizadeh, Darvishi, Nazari & Emami, 
2012:502).  

REFERENCE LIST

• Ackfeldt, A. & Wong, V. (2006). The antecedents of 
prosocial service behaviours: An  e m p i r i c a l 
investigation. The Services Industries Journal, 26(7): 
727–745.

• Ackfeldt, A.L. & Coote, L. (2005). A study of 
organisational citizenship behaviours in a retail setting. 
Journal of Business Research, 58: 151-159.

• Alizadeh, Z., Darvishi, S., Nazari, K.  & Emami, M. (2012).  
Antecedents and consequences  of organisational 
citizenship behaviour (OCB). Interdisciplinary Journal 
of  Contemporary Research Business, 3(9): 494-505.

• Allen, T. & Rush, M. (1998). The effect of organizational 
citizenship behaviour on performance judgements: 
A field study and a laboratory experiment. Journal of 
Applied Psychology, 83(2): 247-260.

• Anderson, C. & Martin, M. (1995). Why employees 
speak to co-workers and bosses. Journal of Business 
Communication, 32(3): 249-265.

• Ariani, D. (2012). Comparing motives of organizational 
citizenship behavior between  academic staffs’ 
universities and teller staffs’ banks in Indonesia. 
International  Journal of Business and Management, 
7(1): 161-168.

• Bajaj, C., Tuli, R. & Srivastava, N. (2010). Retail 
management (2nd edition). New Delhi:  O x f o r d 
University Press.

• Bakker, A., Demerouti, E. & Verbeke, W. (2004). Using 
the job demands-resources model to  predict burnout 
and performance. Human Resource Management, 43: 
83-104.

• Banu, C., Amudha, R. & Surulivel, S. (2012). A 
pragmatic study on organisational citizenship behavior 
in an Indian private leisure travels organisation using 
factor analysis. European Journal of Social Sciences, 
28(4): 581-589.



HUMAN CAPITAL MANAGEMENT, ORGANISATIONAL BEHAVIOUR AND LEADERSHIP
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  104
ISBN 978-0-620-71113-5

• Bateman, T. & Organ, D. (1983). Job satisfaction and 
the good soldier: The relationship between affect and 
employee “citizenship”. Academy of Management 
Journal, 26: 587-595.

• Baumruk, R. (2004). The missing link: the role of 
employee engagement in business  s u c c e s s f u l l . 
Workspan, 47: 48-52.

• Bolino, M., & Turnley, W. (2005). The personal 
costs of citizenship behaviour: the  r e l a t i o n s h i p 
between individual relationship and role overload, job 
stress,, and  work-family conflict. Journal of Applied 
Psychology, 90(4): 740-748.

• Bray, S.R. & Brawley, L.R. (2002). Role efficacy, role 
clarity and role performance effectiveness.  Small 
Group Research, 33(2): 233-253.

• Chen, X.P., Hui, C. & Sego, D. (1998). The role of 
organisational citizenship behaviour in turnover: 
Conceptualization and preliminary tests of key hypotheses. 
Journal of Applied Psychology, 83(6): 922-931.

• Coyle-Shapiro, J. & Conway, N. (2005). Exchange 
relationships: Examining Psychological contracts and 
perceived organizational support. Journal of Applied 
Psychology, 90(4): 774-781.

• Dash, S. & Pradhan, R. (2014). Determinants and 
consequences of organizational citizenship behavior: 
A theoretical framework for Indian manufacturing 
organizations. International Journal of Business and 
Management Invention, 3(1): 17-27.

• Dierdorff, E. & Morgeson, F. (2007). Consensus in 
work role requirements: The influence of discrete 
occupational context on role expectations. Journal of 
Applied Psychology, 92: 1228-1241.

• Dimitriades, Z. (2007). The influence of service 
climate and job involvement on customer- oriented 
organizational citizenship behaviour in Greek service 
organizations: A  survey. Employee Relations, 29: 
469-491.

• Eatough, E., Chu-Hsiang, C., Miloslavic, S. & 
Johnson, R. (2011). Relationship of role stressors 
with organizational citizenship behavior: A 
meta-analysis. Journal of  Applied Psychology,  
96(3): 619-632.

• Eisenberger, R., Fasolo, P. & Davis-LaMastro, V. (1990). 
Perceived organisational support  and employee 
diligence, commitment, and innovation. Journal of 
Applied  Psychology, 75(1): 51-59.

• Ellinger, A.E., Musgrove, C., Ellinger, A.D., Bachrach, 
D., Elmadag Bas, A. & Wang, Y.L. (2013). Influences of 
organizational investments in social capital on service 
employee commitment and performance. Journal of 
Business Research, 66(8):1124-1133.

• Hoffman, B., Blair, C., Meriac, J. & Woehr, D. (2007). 
Expanding the criterion domain? A quantitative review 
of OCB literature. Journal of Applied Psychology,  
92: 555-566.

• Ibrahim, R., Ghani, M., & Salleh, A. (2013). 
Elevating organizational citizenship behaviour 
among local government employees: the mediating 
role of job satisfaction. Asian Social Science,  
9(13): 92-104.

• Ito, J. & Brotheridge, C. (2005). Does supporting 
employees’ career adaptability lead to  
commitment, turnover, or both? Human Resource 
Management, 44: 5-19.

• Kahn, W. (1990). Psychological conditions of personal 
engagement and disengagement at  w o r k .   
Academy of Management Journal, 33: 692-724.

• Lambert, E., Hogan, N. & Griffin, M. (2008). Being the 
good soldier: Organisational citizenship behavior and 
commitment among correctional staff. Criminal Justice 
and Behavior, 35(1): 56-68.

• Lee, T., Mitchell, T., Wise, L. & Fireman, S. (1996). An 
unfolding model of voluntary  turnover. Academy of 
Management Journal, 39: 5-36.



HUMAN CAPITAL MANAGEMENT, ORGANISATIONAL BEHAVIOUR AND LEADERSHIP
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

105

• Lehohla, L. (2011). Quarterly employment statistics. 
Pretoria: Statistics South Africa.

• LePine, J., Erez, A. & Johnson, D. (2002). The nature 
and dimensionality of organisational citizenship 
behavior: A critical review and meta-analysis. Journal 
of Applied Psychology, 87: 52-65.

• Mansoor, N., Aslam, H., Javad, T., Ashraf, F., & Shabbir, 
F. (2012). Exploring organizational citizenship behavior 
and its critical link to employee engagement for effectual 
Human Resource Management in organizations. 
Mediterranean Journal of Social Sciences, 3(1): 567-
576.

• Matthews, B. & Ross, L. (2010). Research Methods: 
A practical guide for the social  sciences. Essex, 
England: Longman-Pearson.

• Mathieu, J. & Zajac, D. (1990). A review and meta-
analysis of the antecedents, correlates,  
and consequences of organizational commitment. 
Psychological Bulleting, 108: 171- 194.

• Memela, V. (2012). Job opportunities in the wholesale 
and retail Ssctor in the South African  labour market. 
Centurion, Johannesburg: Wholesale & Retail SETA: 
Research  Business Unit.

• Meyer, J., Stanley, D., Herscovitch, L. & Topolnytsky, L. 
(2002). Affective, continuance,  and normative 
commitment to the organization: A meta-analysis of 
antecedents,  correlates, and consequences. 
Journal of Vocational Behaviour, 61: 20-52.

• Morgan, R. & Hunt, S. (1994). The commitment--
trust theory of relationship marketing.  Journal 
of Marketing, 58(3): 20-38.

• Nadiri, H. & Tanova, C. (2010). An investigation of 
the role of jusstice in turnover  intentions, job  
satisfaction and oganisational citizenship behavioiur in 
hospitality  industry. International Journal of 
Hospitality Management, 29: 33-41.

• Nehmeh, R. (2009). What is Organizational commitment, 
why should managers want it in  their workforce, 
and is there any cost effective way to secure it? Swiss 
Management  Centre, (5): 1-11.

• Netemeyer, R., Boles, J., McKee, D. & McMurrian, R. 
(1997). An investigation into the  a n t e c e d e n t s 
of organisational citizenship behaviors in a personal 
selling context.  Journal of Marketing,  
61(3): 85-98.

• Organ, D. (1988). Organizational cognitive 
versus affective determinants of organizational 
citizenship behavior. Journal of Applied Psychology,  
74(1): 157-164.

• Organ, D. (1990). The motivational basis of 
organizational citizenship behaviour. Research in 
Organizational Behavior, 12: 43-72.

• Organ, D., Podsakoff, P. & MacKenzie, S. (2006). 
Organisational citizenship behaviour: Its  na tu re , 
antecedents, and consequences. Thousand Oaks, CA: 
Sage Publications.

• Paille, P., Bourdeau, L. & Galois, I. (2010). Support, 
trust, satisfaction, intent to leave and  c i t i z e n s h i p 
at organizational level. International Journal of 
Organizational Analysis,  18(1): 41-58.

• Peng, J.C. & Chiu, S.-F. (2010). An intergrative model 
linking feedback environment and  organizat ional 
citizenship behavior. The Journal of Social Psychology, 
150(6): 582 - 607.

• Perner, L.  (2008).  Introduction to marketing.  South 
Carolina: University of South Carolina, Marshall School 
of Business.

• Podsakoff, P., MacKenzie, S., Paine, J. & Bachrach, 
D. (2000). Organisational citizenship behaviours: A 
critical review of the theoretical and empirical literature 
and suggestions for future research. Journal of 
Management, 26: 513-563.



HUMAN CAPITAL MANAGEMENT, ORGANISATIONAL BEHAVIOUR AND LEADERSHIP
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  106
ISBN 978-0-620-71113-5

• Podsakoff, P., Mackenzie, S. & Bommer, W. (1996). A 
meta-analysis of the relationships  between Kerr 
and Jermier’s substitues for leadership and employee 
job attitudes, role  perceptions, and performance. 
Journal of Applied Pscyhology, 81: 380-399.

• Podsakoff, P. & MacKenzie, S. (1997). Impact of 
organiational citizenship behavior on  organisat ional 
performance: A review and suggestions for 
future research. Journal of  Human Performance,  
10(2): 133-51.

• Podsakoff, P., Ahearne, M. & MacKenzie, S. (1997). 
Organizational citizenship behaviour and the quantity 
and quality of work group performance. The Journal of 
Applied Psychology, 82: 262-270.

• Raineri, N., Paille, P. & Morin, D. (2012). Organizational 
citizenship behaviour: An  i n t e r g e n e r a t i o n a l 
study. Revue Internationale de Psychologie Sociale,  
25: 147-177.

• Rego, A. & Cunha, M. (2008). Organisational citizenship 
behaviours and  effectiveness: An empirical 
study in two small insurance companies. The Service 
Industries Journal, 28(4): 541-554.

• Salavati, A., Ahmadi, F., Sheikhesmaeili, S. & Mirzaei, 
M. (2011). Effects of organizational socialization 
(OS) on organizational citizenship behavior (OCB). 

Interdisciplinary Journal of Contemporary Research in 
Business, 3(5): 395-410.

• Shin, H. & Kim, K. (2010). Examining identity and 
organizational citizenship behaviour in computer-
mediated communication. Journal of Information 
Sciences, 36(1): 114-126.

• Somech, A. & Drach-Zahavy, A. (2013). Organizational 
citizenship behaviour and employee’s strain: Examining 
the buffering effects of leader support and participation 
in decision making. European Journal of Work and 
Organizational Psychology, 22: 138-149.

• Tulloch, S. (2006). The reader’s digest Oxford Complete 
Wordfinder: A unique and powerful  combination of 
dictionary and thesaurus.  London: The Reader’s Digest 
Association  Limited & Oxford University Press.

• VandeWaa, E. & Turnipseed, D. (2012). Emotional 
Intelligence and Organisational Citizenship 
Behavior of Unviersity Professors. The International 
Journal of Interdisciplinary Social Sciences,  
6(7): 1-12.

• Waltz, S. & Niehoff, B. (1996). Organizational 
citizenship behaviours and their effect on organizational 
effectiveness in limited menu restaurants. Best paper 
proceedings. Boston: Academy of Management 
Conference, 307-311.



HUMAN CAPITAL MANAGEMENT, ORGANISATIONAL BEHAVIOUR AND LEADERSHIP
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

107

DEVELOPMENT OF A DIAGNOSTIC METRIC FOR  
MEASURING PERFORMANCE LEVELS OF SCHOOL 

OPERATIONAL TEAMS

MARILYN GIBBS 
Nelson Mandela Metropolitan University, P.O. Box 77000, Port Elizabeth 6031

(w) 041 5042701 (cell) 084 583 1958
Marilyn.gibbs@nmmu.ac.za

PAUL POISAT 
Nelson Mandela Metropolitan University, P.O. Box 77000, Port Elizabeth 6031

(w) 041 5043570 
Paul.poisat@nmmu.ac.za

ABSTRACT 

Effective school operational teams at a high level of 
performance is a challenge in secondary school functioning 
as inefficiencies reflect negatively in the teaching and 
learning domains and low percentage pass rates. Under 
performing schools have few resources to self-assess 
and conduct needs assessments analytics. The aim of 
this study is to develop an instrument (School Analytical 
Tool) for measuring the effectiveness or performance level 
of the school operational teams (SOT). This diagnostic 
metric can “fingerprint” or profile the school and identify 
the gap enabling factors required for cost-effective 
relevant interventions to be implemented. Needs analysis 
allows for a carefully crafted and forward focused strategic 
plan and unique, aligned School Improvement Plan, to be 
devised. 

To select items for the SAT, theoretical frameworks 
using the high performance model and other business 

metrics of engagement and organisational commitment, 
were adapted for a secondary school context.  For data 
analysis, statistical strategies including factor analysis and 
internal consistency reliability coefficients were used. The 
main study sample population included twenty-nine school 
operational teams with over 400 respondents. The factor 
analysis revealed 12 sub-factors, included in the SAT with 
Cronbach alphas ranging from 0.71-0.90. 

This study provides evidence of the validity and feasibility 
of the SAT instrument for profiling the SOT’s in secondary 
schools, as it showed the ability to identify unique profile 
patterns for performance levels of different schools in 
different contexts. Future research could expand this 
instrument to include enabling factors such as learner 
engagement in the diagnostic metric. 

KEY WORDS: School Improvement, High performance, 
school metrics, school profiling
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INTRODUCTION     

Effective school operational teams (SOT’s) can have a 
significant impact on the overall high performance and 
operation of the school, which cascades positively into 
effective teaching and learning outcomes. By having a 
school analytics tool that can measure the effectiveness 
of these SOT’s, it allows a diagnostic for identifying the 
gap in the enabling factors, which are required for higher 
performance (Boedker, Vidgen, Meagher, Cogin and 
Runnalls, 2011). This identifies the aligned interventions 
required to address the gap enabling factors and assists 
in the design of a unique, relevant School Improvement 
Plan for the school, applicable within the school context. 
Necessary gap skills are thus addressed and thereby 
improves the school operational team, engagement and 
commitment (Colenso, 2000), the teaching and learning, 
resulting in a higher pass rates of learners and increased 
overall performance within the school.

Within the South African school context, many schools 
are under performing and have a shortage of skills, 
resulting in few resources to self-assess and conduct 
needs assessments (Caputo and Rastelli, 2014). School 
improvement plans are therefore often not strategically 
crafted to address the needs of the school. Since the 
school management is often not utilising site-based 
interventions based on scientifically based research 
and effective practices, diagnostics which identify these 
needs could assist in achieving a far more cost-effective 
change. If models and well-designed empirically based 
analytics could assist schools in the diagnostic phase, this 
may assist in a better needs and gap analysis for unique 
and applicable cost-effective site interventions. These 
may ultimately result in more effective outcomes both in 
operational team functioning, leadership dynamics, as 
well as in the teaching and learning domain. 

This paper outlines the research undertaken with a goal to 
assist in profiling and analysing the operational aspect and 
functioning of human, organisational behaviour, leadership 
and team enabling factors within secondary schools in 
South Africa. By examining the enabling factors that drive 
the efficiency of high performing and effective SOT’s and 
profiling these enabling factors that contribute towards 

these effective teams within different school contexts, a 
needs analysis of critical operational skills can be shown 
(Wiley, 2012). Identified gap enabling factors may be 
structured into the School Improvement Plans (SIP’s), 
increasing the human enabling factor skills alignment with 
the system factors in the SIP’s. Customised and relevant 
interventions and skills development implemented through 
the SIP’s will yield higher performance in the teaching and 
learning domains. The end outcomes of this research was 
therefore designing a diagnostic metric (SAT) that exposed 
targeted “gaps” which thereby identified which more cost-
effective interventions should be implemented uniquely to 
the SOT’s, within the different contexts. Commonalities 
and differences in the HP SOT enabling factors in the high 
performing and the low performing schools in the different 
regions were also identified. 

Research studies by Caputo and Rastelli (2014) and 
Townsend (2015), found a positive relationship between 
the level of performance of the SOT’s and the positive 
impact occurs in teaching and learning and increased 
percentage pass rate of learners.  The work by Curtis 
and City (2009) outlined that high performing schools 
exhibited three core competencies: a deep understanding 
of the core business of teaching and learning, a theory 
of action to improve instruction through a concrete vision 
with effective resources and the strategies to stimulate 
self-assessment in key areas to build capacity. In School 
Improvement Plans (SIPs) research (Caputo and Rastelli, 
2014) has shown that in the planning strategies devised 
by the schools, the better school improvements are 
associated with:

• The ability to carry out a careful analysis within 
context

• The prioritisation of elements required in the 
diagnostic phase of the process and

• To detect specific relevant improvement goals.

The background of this research study is grounded in the 
high performance model (Wiley, 2009) and the research 
undertaken by many researchers in the business domain 
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on high performance teams and the enabling factors 
(Boedker, Vidgen, Meagher, Cogin and Runnals, 2011; 
Marquard, Seng and Goodson, 2010 and Coutu, 2009). 
Most studies concur that the high performing organisations 
prioritise people management as a key strategy and that 
in those organisations, where the soft skills are at a high 
level, the organisations are not only more profitable but also 
more productive. They also encourage more innovation 
and creativity, develop fair and ethically sound workplace 
environments and have high commitment to leadership. 

In many studies (Katzenbach and Smith, 1993; Colenso, 
2000; Spence, 2012) the high performance teams showed 
excellent interpersonal skills, participation, decision 
making, creativity and adaptability to manage the external 
environment. The strong sense of commitment was also 
identified as a factor that distinguished the ordinary team 
from a high performance team. 

The four main components in the High Performance (HP) 
Model by Kenexa (Wiley, 2010) includes the leadership 
practices, employee results (engagement, communication, 
teamwork and retention), customer results and overall 
business performance. According to Spence (2012, p.2), 
enabling factors required to build successful HP teams 
include “shared direction and measurable goals, team 
competencies, clear communication, mutual accountability, 
trust, discipline, respect, strong commitment and a positive 
attitude with leaders being close to their members as well 
as role models”.

Enabling factors that are necessary for successful 
operation of a high performance team can be categorised 
as either a human or system factor (Castka, Bamber 
and Sharp, 2001). System factors with the mechanistic 
approach include organisational impact or outcomes, 
infrastructure, alignment and measures of performance. 
Human factors utilising the humanistic approach include 
the human capital of knowledge and skills, the needs of the 
individual and the group culture and the processes within 
the system (Suyanthi and Samuel, 2004). The importance 
of the humanistic approach in the education domain with 
relation to the effective performance of the SOT’s should 
be stressed, as organisational behaviour and soft skills 
need to be brought to the foreground for sustainability and 

work life balance, as well as allowing best practices and 
more high levels of performance. 

Combining the above points of departure, utilising the 
human and system approach of Castka, Bamber and 
Sharp (2001) and the HP business models (Boedker, et 
al., 2011; Kenexa, 2012 and Wiley, 2009), this research 
study first identified the key enabling factors in business 
models within secondary school effectiveness and high 
performing school systems (Leithwood, 2004; Curtis 
and City, 2009 and Caputo and Rastelli, 2014). Building 
on these critical importance factors for effective SOT’s, 
a School Analytical Tool (SAT) was constructed that 
diagnosed the performance level of these factors within a 
school. Many researchers have shown that higher levels 
of performance are obtained by increasing the levels of a 
number of enabling factors in business models, a number 
of these factors from business models, with adaptations, 
were included in the design of this SAT, based on modified 
business tools. 

The profiling of the schools using the designed School 
Analytical Tool (SAT) could thus assist in working towards 
best practice and guide the school in crafting strategies 
that devise relevant School Improvement Plans with 
focused aligned strategies and cost effective interventions 
that address the gap factors or required skills. 

By examining the enabling factors that contribute to a 
high performance team (HPT) categorised, according 
to as either a human or system factor (Castka, Bamber 
and Sharp, 2001), System factors, include defined focus, 
alignment, organisational impacts and interactions, as 
well as measures of performance. Human factors are 
knowledge and skills, needs of the individual and group 
culture (Suyanthi and Samuel, 2004).

OPERATIONALISATION OF VARIABLES  

The following theoretical frameworks of the human and 
system factors based on a number of theoretical models, 
were selected to analyse the secondary schools in this 
research study. The Human (Individual) cluster factor, 
Team Performance Index (TPI) was measured using the 
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following sub-factors: Staff Collaborative Competencies 
(ETCE) (Tassa, Taggar and Seijts, 2007); Staff Culture 
Alignment (OCAL) (Price, 2014); Staff Perception of 
Leadership of Superior (ELSH) (Crowther and Andrews, 
2003) and Trust level (ETRU) (Tschannen and Hoy, 2000). 
For the System (Organisation) cluster factor, the School 
High Performance Work Index (SHPWI) measurement 
consisted of the following sub-factors: Innovation Potential 
(INNO); Employee Positive Experience (EEE); Fairness 
(FAI) (Boedker et al., 2011; Wiley, 2009); Hybrid Leadership 
Climate (HLSC) (Townsend, 2015; Darling-Hammond 
et al., 2010); Support (SUP) (Thomsen, Karstens and 

Oort, 2015) and Communication (COMM) (Hoy, 1991). 
These two measures (TPI and SHPWI) comprised the 
independent variables with the two dependent variables 
being Organisational Commitment (ORGC) (Jaros, 
2007; Mowday, Porter and Steers, 1982) and Overall 
Employee Engagement (EENG) consisting of two sub-
factors of Employee Engagement (ENG) and Work 
Engagement (WEN) (Poisat, 2006; Wiley, 2010, Kenexa, 
2012, Aon Hewitt, 2014). These variables could be 
outlined in the following conceptual model (Figure 1) as 
devised by the authors.                                                  

           

ENABLING HP FACTORS

SYSTEMS   SHPWI

ORG.
COMMITMENT

School Analytical Tool (SAT)

OVERALL
EMPOYEE 

ENGAGEMENT

PROFILING OF 
SCHOOLS SOT’s

HUMAN   TPI

       
FIGURE 1: THE CONCEPTUAL MODEL SHOWING THE MAIN VARIABLES (AUTHORS OWN CONSTRUCT, 2016) 

To obtain a holistic approach to this study, various 
theoretical models were used as a basis to construct the 
measuring instrument into a holistic School Analytical Tool 
(SAT). Each of the main variables will be briefly outlined 
and discussed. 

The Team Performance Index (TPI) which is the 
Human Cluster factor was constructed from prior 
literature reviewed on school teams and the researcher’s 
prior experiences in a number of secondary schools. The 
four main sub-constructs of this index included: Staff 
Collaborative Competencies (ETCE) (8 items) and Staff 
Culture Alignment (OCAL) (6 items), Staff perception 
of Leadership of Superior (ELSH) (9 items) and Trust 
level (ETRU) (3 items). 

In Tassa, Taggar and Seiljts (2007) and Marquadt, Seng 
and Goodness (2010), eight competencies were stated 

as being necessary for successful teamwork: problem 
solving competence, commitment, clear goals, positivity, 
strong communication skills, trust, openness and group 
cohesiveness, ability to manage conflict, shared leadership 
and continuous development. These were encompassed 
in the Staff Collaborative Competencies (ETCE) (8 
items).

The Staff Culture Alignment (OCAL) sub-factor was 
derived from the work done by Price (2014) whereby the 
set of the internalised norms of both the students and 
the teachers within the school context, influence both the 
perceptions and the behaviour of the school operational 
teams. This sub-factor was added as alignment of the 
employee’s values and beliefs system with the company 
cultural system is shown to be an important enabling factor 
in effective high performance teams (Robbins, Judge, 
Odendaal and Roodt, 2014).
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Recent research done in the Netherlands by Honingh 
and Hooge (2014) showed that in the secondary 
schools, teacher collaboration is directly influenced 
by the perceived level of school-leader support. There 
is a great deal of literature that supports this viewpoint 
(Leithwood et al., 2008; Muijs, 2011). In many studies 
on transformational and transactional leadership 
(Epitropaki and Martin, 2005) and hybrid leadership 
(Townsend, 2015), the importance of leadership in school 
improvement was highlighted.  This construct of the Staff 
perception of Leadership of Superior (ELSH) was 
therefore included as one of the sub-factors of the Team 
Performance Index. 

Lastly added to the Team Performance Index was the 
sub-factor of Trust level (ETRU) which was based on the 
work by Thomsen, Kart and Oort (2015) who developed 
a model showing that trust was a predictor for desirable 
teacher outcomes. Relevant research showing that trust 
was an important enabling factor in high performance 
teams was also undertaken by Tschannen-Moy and Hoy 
in 2000. 

The School High Performance Work Index (SHPWI) 
or Systems cluster factor is the organisational metric 
which was based on the high performance work index of 
Wiley (2012) and Boedker et al., (2011). It was modified 
and used in a school context.

It was shown by Boedker et al., (2011) that the innovation 
mind set, the sub-factor of Innovation Potential (INNO), 
allows employees opportunities to develop their potential 
and this catalyses further higher levels of performance. 
The Employee Positive Experience (EEE) is a measure 
of the level of positivity experienced in the environment 
that the teacher works. A positive environment is known 
to lead to effective organisational outcomes (Cameron  
Mora, Leutscher and Calarco, 2011). Boedker et al., (2011) 
also postulated that fairness consisted of both procedural 
and distributional fairness in an organisation, and  
showed that there was a thirty percent difference in 
distributional fairness between high and low performing 
organisations. Fairness (FAI) was therefore added in as 
a sub-factor as an enabler in creating a high performance 
level. 

In examining the Hybrid Leadership Climate (HLSC), 
the leadership configuration approach by Gronn  
(2015) and Townsend (2015) was used as the range of 
leadership more accurately aligns with the complexity 
of leadership, especially in an educational field. This 
flexibility and parallel leadership model (Crowther  
and Andrews, 2003) resonates with the hybrid leadership 
approach as the leadership climate involves pedagogical, 
meta-strategic and collaborate leadership creating 
spaces for development and engendering trust and 
individual leadership development. Support (SUPP) was 
included in the index as studies by Honingh and Hooge 
(2014) showed this factor to be paramount in creating 
school high performance teams. Studies by Dee, Henkin 
and Singleton (2006), as well as research by Robbins, 
Judge, Odendaal and Roodt (2014) showed in their 
research studies that positive open communication and 
high quality connections were enabling factors in creating 
effective performance. The sub-factor (Communication 
(COMM) was therefore included in the SHPW index. 

The dependent variable factor Organisational 
Commitment (ORGC) can be defined as such that it 
involves the attitude of that the employee has in linking 
the identity of the employee with the organisation. 
According to Jaros (2007), there are three main themes 
of organisational commitment: commitment reflecting 
affective behaviour, recognition of costs and moral 
obligation to stay with an organisation. Studies by 
Postmes, Tanis and De Wit (2001) showed that high 
level of teamwork strengthened shared identity and 
collaboration which in turn increased the commitment to 
an organisation. Recent studies by Thomsen, Karsten 
and Oort, in 2015, concluded that employees with high 
affective commitment were loyal, did extra work and were 
unlikely to quit their job. This construct was measured 
using the shortened Organisational Commitment (OCQ) 
measure from literature (Mowday, Porter and Steers, 
1982; Naquin and Tynan, 2003). This was shown on a 
number of studies by Fields (2012) to have the reliability 
of Cronbach alpha’s ranging from 0.74 to 0.92. 

Lastly the Overall Employee Engagement (EENG) 
enabling factor can be operationalised as numerous 
studies (Poisat, 2006, Wiley, 2010 and Kenexa, 2012) 
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show the importance of an engaged workforce on the 
performance level of an organisation. This sub-factor 
utilised the measure of Aon-Hewitt (2014), Poisat (2006) 
and Wiley (2010) to compose an Employee Engagement 
(ENG) and Work Engagement (WEN) measure of 
eight items that were modified to measure within a 
school environment. The Employee Engagement 
personal factor consisted of the components of Pride, 
Satisfaction, Advocacy and Commitment, whilst the 
Work Engagement factor included time, positive work 
attitude, concentration and resources. 

The construction and design of the School Analytical Tool 
(SAT) therefore involved an inter-disciplinary analysis of 
the literature to utilise a number of different instruments 
and relevant measures for HP teams within a school 
context. 

METHODOLOGY

The SAT development used a quantitative research 
method with an exploratory research design using a 
survey instrument with a five point Likert-type scale. The 
survey methodology utilised Statistical data analysis 
was done using Statistica10, SPSS, Amos and CFA.

Overall, the population of the whole school operational 
team which consists of staff, principals and administrative 
staff of secondary schools were selected from the list 
(Department of Education, 2014) with the schools’ 
performance levels and the sample included over thirty 
schools from three regions (Eastern Cape, Western Cape 
and KwaZulu-Natal) in South Africa. Secondary schools 
with similar number of school enrolments were selected 
and included high, medium and low performing schools 
in three groups (Private, Quintile 4-5, Quintile 1-3) as 
well as city/urban or rural/township areas. The response 
rate was over 50% in all the schools that participated. 
Ethical approval from all necessary parties was obtained 
for conducting this study.  

This SAT measuring instrument was tested to examine 
if it could fingerprint differences in the profile of high 

and low performing schools with regard to the enabling  
factors identified, as being drivers for high school 
operational performance. By utilising the SAT in 
analysing both high and low performing schools, it 
allowed the ability of the discriminatory range of the 
metric to show the key enabling factors in a wide range 
of SOT performance samples, across different regions 
in South Africa. 

Method of development and design of the 
School Analytical Tool (SAT) 

In designing and development of the SAT, the theoretical 
models from literature were utilised for each variable 
selected in this research and statements from literature 
metrics were adapted for the measure of the enabling 
factors identified. In some cases, proven literature metrics 
were utilised but adapted for the educational context. 
The full measuring instrument used 71 statements with 
a 5-point Likert type ranging from Strongly disagree to 
Strongly agree.    

To show the validity and reliability of the School Analytical 
Tool the validation process involves using the following 
standard validation criteria: measuring content validity, 
construct validity and internal consistency. Standardised 
literature metrics (Fields, 2012) were used to measure 
organisational commitment and employee engagement 
with some modifications. The construct validity was 
assessed with factor analysis and the reliability with 
Cronbach alpha coefficients. All items were assessed 
for discriminant validity using the principal axis factoring 
extraction method. A Confirmatory Factor Analysis 
(CFA) was utilised to examine the factor loadings for 
each item and the minimum loading deemed to be 
significant was >0.3 for the social sciences (Field, 2009). 
Internal consistency and reliability are measured by the 
Cronbach-alpha with the following interpretations being 
acceptable (<0.5 unacceptable; >0.60 acceptable; 0.70-
0.79 good; >0.80 excellent) (Hair, Black, Babin and 
Anderson, 2010). The Cronbach-alpha’s and the range 
of the factor loadings of the items within each enabling 
factor are shown in Table 1. 
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TABLE 1: CRONBACH-ALPHA AND FACTOR LOADINGS (CFA) WITH CODING OF ENABLING FACTORS.

Code Enabling Index/Factor Factor loading of Items Cronbach alpha

TPI Team Performance Index - 0.73

ETCE Staff Collaborative Competencies 0.53 – 0.80 0.88

OCAL Staff Culture Alignment 0.32 – 0.72 0.71

ELSH Staff perception of Leadership of Superior 0.81 – 0.89 0.96

ETRU Trust level 0.59 – 0.88 0.79

SHPWI School High Performance Work Index - 0.90

INNO Innovation Potential 0.75 – 0.88 0.80 

EEE Employee Positive Experience 0.88 – 0.88 0.87

FAI Fairness 0.68 – 0.80 0.80

HLSC Hybrid Leadership Climate 0.59 – 0.78 0.81

SUP Support 0.63 – 0.82 0.77

COM Communication 0.74 – 0.81 0.86

ORGC Organisational Commitment - 0.79

EENG Overall Employee Engagement - 0.77

ENG Employee Engagement (WEN) 0.98 - 1.31 0.90

WEN Work Engagement 0.51 -0.79 0.79

Since all the Cronbach alphas were > 0.71 (Good) and the 
factor loadings > 0.3 (acceptable for the social sciences) 
were within the acceptable to good limits the SAT could be 
concluded to show some evidence of validity and reliability. 

RESULTS OF SCHOOL PROFILING: 
TESTING THE SAT

 This School Analysis Tool (SAT) is designed to allow 
individual strengths and weaknesses of the schools to be 
profiled. General trends and patterns may be examined 
through the use of the SAT and further development of the 
analytical tool is envisaged. 

The School Analysis Tool (SAT) was administered to all 
the school operational teams (SOT’s) at a high and low 
performing school in the Eastern Cape (EC). The results 
were processed on Statistica 10.0 and all the key enabling 
factors identified. A comparative profile of the top high 
performance school with the lowest low performing school 
is shown in Figure 2 below.  The full text from the coding 
of the enabling factors can be referred to from Table 1. 

The differences and similarities in the enabling factors 
were then examined between the two schools. The 
following observations were tabled in the comparative 
profile between high and low performing schools in the 
Eastern Cape sample.
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Figure 2: EC: High and Low Performing Schools: Comparative Profile 

In the EC schools there were three main similarities in Staff 
Culture Alignment (70%), Organisational Commitment 
(73-77%) and Positive Employee Experience (78-87%). 
The largest differences were in Staff perceptions of 
Learners Engagement (36%), Support level (26%) and 
Employee Engagement (25%).

The SAT has the ability to provide very different profiles 
for the high and low performing schools and differentiate 
between the strong and weak key enabling factors that 

comprise a high performing SOT. As the SAT manages to 
identify the gaps and areas for improvement, this tool is 
beneficial to profile and be used as a diagnostic instrument 
or metric.   

Similar school analytical profiling of the Western Cape 
(WC) and KwaZulu-Natal(KZN) schools sampled were 
undertaken. A comparative profile of the high and low 
performing schools of the Western Cape is shown in 
Figure 3.
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FIGURE 3: WC: HIGH AND LOW PERFORMING SCHOOLS: COMPARATIVE PROFILE

The following observations were noted between the WC 
high and low performing schools.

In the WC schools there were five main similarities in 
Staff Culture Alignment (76-79%), Team Performance 
Index (73%), School High Performance Work Index 
(68-70%), Support level (70-74%) and Innovation 
Potential (61-66%). The largest differences were seen in 
the following: Staff Perception of Learner Engagement 
(Difference: 45%) Individual Employee Engagement 

(Difference: 17%). It was noted that the SAT was able 
to discriminate between the different enabling factors. 
Trends and patterns were in alignment with the trends and 
patterns for performance levels of percentage pass rates 
in the sampled secondary schools, within that region.

Differences and similarities between the KwaZulu-Natal, 
High and Low Performing Schools, were illustrated in a 
profile of the highest and lowest performing secondary 
schools in Figure 4.
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FIGURE 4: KZN: HIGH AND LOW PERFORMING SCHOOLS: COMPARATIVE PROFILE

In the KZN schools there were no very close similarities 
except for Staff Culture Alignment (72-86%) and 
Staff Team Competencies (71-88%). The main 
differences were in Employee Engagement (41-43%), 
Organisational Commitment (40%), Positive Employee 
Experience and Leadership (32%) and these were seen 
to be large differences. 

The SAT therefore has the ability to discriminate on all 
the key enabling factors with item and construct validity 
and shows discernible difference in practical applications 

when analysing between high and low performing schools. 
This SAT also highlighted differences amongst schools on 
a regional basis but these require further researches to 
identify direct relationships and linkages. 

DISCUSSION 

The devised School Analytical Tool (SAT) was an effective, 
reliable and valid tool that has the ability to differentiate and 
profile the high and low performing schools for enabling 
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factors of School Operational Teams (SOT’s). Validity and 
reliability was validated utilising both factor analysis and 
Cronbach alpha measurements. 

It was noted in this research study that the Western Cape 
(WC) region that has one of the highest percentage 
pass rates in South Africa, had the smallest difference 
discrepancy between the high and low performing schools. 
The comparative profile also showed that the high and 
low performing schools in the WC both had relatively high 
levels of both the School High Performance Index (SHPWI) 
and Team Performance Index (TPI), with high levels 
recorded for enabling factors of Staff Culture alignment, 
Support level and Innovation potential. The enabling 
factors which showed the greatest difference between the 
high and low performing schools within that region were all 
related to engagement, being the staff perceptions of the 
engagement of the learners and the individual employee 
engagement. 

In the Eastern Cape the lowest performing region in South 
Africa, the comparative profile showed there were large 
differences in both the School High Performance Index 
(SHPWI) and Team Performance Index (TPI). Similar 
enabling factors that were at high levels were the staff 
culture alignment, organisational commitment and positive 
employee experience. The largest differences in enabling 
factors occurred again in the engagement area with the 
staff perceptions of the learners’ engagement, support level 
and employee engagement being recorded as the largest 
difference between the high and low performing schools. 
Also at low levels were the enabling factors of leadership, 
trust, innovation and support factors.  In Kwazulu-Natal, 
which was also a low performing region, there were no 
similarities between the enabling factors in the high and 
low performing schools sampled. The greatest differences 
recorded of the enabling factors showed that there was 
a low level of engagement and commitment, as well as 
leadership and positive experiences.  

LIMITATIONS

The theoretical model for this research study is limited 
to the conditions in the specific educational sectors 

within a specific time cycle. Because the completion of 
the survey instrument was dependent on the self-report 
of the respondent, common method variance could be 
a problem as well as social desirability effects. Since 
the factors were measured by individual structured 
questions, exaggerated or underrated answers may 
result in method bias and context bias. Another possible 
limitation concerns the definition and operationalisation 
of the variables, as the item questions may not 
completely cover the broadness of each construct. It 
must also be acknowledged in research studies that 
the relationships between the factors identified by the 
researcher could be influenced by a number of other 
variables not accounted for in this particular study. 

The comparative profiles are not indicative of any 
regional differences as the sample was not stratified 
but random and therefore the particular schools chosen 
were merely to test the ability of the School Analytical 
Tool to identify gap factors over a wide range of 
contexts. More schools in each category would need 
to be tested and best practice norms obtained for each 
level of school.  

PRACTICAL RECOMMENDATIONS 

Further research studies could be undertaken on 
improving the metric and extending it to analytics in 
various focus areas of the school operations. This may 
include extending measures to include the learners’ voice 
and learner engagement. Other design developments of 
the analytic could be:

• Designing a holistic metric that includes a pedagogical 
engagement aspect.

• Extending the study to a larger sample of respondents 
across different African countries.

• Educational leadership 

Future research should also focus on the implementation 
of the formulated strategies and actions that counter and 
rectify the problem areas effectively. 



HUMAN CAPITAL MANAGEMENT, ORGANISATIONAL BEHAVIOUR AND LEADERSHIP
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  118
ISBN 978-0-620-71113-5

CONCLUSIONS 

The main key enabling factors with a structural (System/
Organisation) and the humanistic (Human/Individual/
Team) that drive a high performance SOT were identified 
from the literature. From these a conceptual model was 
constructed and a measuring instrument or metric was 
compiled and tested to measure all these key enabling 
factors in an integrated way. This paper serves to 
demonstrate the importance of this empirical metric to 
assist schools to identify their strengths and weaknesses. 
The SAT was validated and found to be a reliable metric that 
is able to analyse an “individual School fingerprint” profile 
that can be utilised to assess the schools prioritised gap 
enabling factors in the SOT. This should form the basis for 
a relevant School Strategy and School Improvement Plan 
(SIP) and provides a clear, analytical focused approach in 
improving school operational teams (SOT’s).  

This research adds to the body of knowledge as it is in 
the nexus of the application of business models, human 
resource models and organisational behaviour, in an 
educational context, where there is a gap in the research 
knowledge, especially in the quantitative metric field. The 
SAT provides a useful metric for schools to utilise as a 
diagnostic for crafting suitable strategies and focused 
School Improvement Plans (SIP’s) that concentrate on the 
relevant needs of the operation of the secondary school. 
This tool provides a starting point or template for further 
expansion in other areas of development and fields as a 
diagnostic needs analysis metric, for creating a platform 
for strategic planning and alignment of human resource 
and operational strategic plans. 
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ABSTRACT

Orientation: The construct of leadership within Africa or 
’African leadership’ has received attention and sparked 
interest in the past few years. There have been arguments 
that global leadership practices, influenced by Eurocentric 
theories, have been ‘ignorant’ of the importance of 
context as a key variable to understanding the practice of 
leadership While there has been growing interest towards 
understanding African leadership, there is still a paucity of 
empirical data across multiple disciplines. The theories and 
models in the empirical studies used a typically western 
research approach as the studies were mostly conducted by 
western researchers. The lack of an operational definition 
on African leadership is therefore not surprising. Research 
purpose: This paper presents the dominant methodological 
approaches and research paradigms used to study African 
leadership. It also provides a critique of the research 
approaches used in the different studies. Research method: 
Following the identification of relevant empirical studies 
on leadership in Africa, the different methodologies used 
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were reviewed to identify how they could best address 
the concept of ‘African leadership’ and the extent to which 
the research added value towards empirical knowledge. 
Research paradigms and methods are discussed and 
distinguished, followed by discussions on possible relevant 
methods for conducting studies on leadership in Africa. Main 
findings: Of interest is the notable fact that conventional 
and dominant research methodologies are still used in a 
context such as Africa, which is widely diverse in cultural 
and ethnic groupings. Most of the studies used a purist 
approach in studying leadership in Africa, while at the same 
time a growing interest in the use of methodological plurality 
has been observed. Practical implications: It is important 
that more empirical studies on leadership in Africa are 
conducted but researchers should adopt a more holistic 
and integrative approach towards studying leadership in 
Africa considering that its context is variable viz. cultural 
and ethnical differences.

Keywords: Research paradigms; research methods; data 
analysis; Africa; leadership
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INTRODUCTION

Research is described as a systematic investigation 
(Burns 1997:221) or a process where data is collected, 
analysed and interpreted to understand the ‘problem’ 
under examination (Mertens 2005:2). It is referred to as a 
science of knowledge creation that continuously evolves 
in line with newly developed theories and research 
methodologies (Mearns 2008:1). Creswell (2012:3) 
defines research as a process of steps used to collect and 
analyse information to increase ones understanding of a 
phenomenon.

This paper discusses the research approaches followed 
in empirical studies that were recently conducted on 
leadership in the African context. It provides a general 
overview of the different research paradigms and research 
methods, and then proceeds to present the findings 
regarding research approaches that have been dominant in 
studying leadership in the African context. The Discussion 
section below focuses on critique of the types of research 
paradigms and methods used in studying leadership in 
Africa. The paper concludes by providing a comprehensive 
view of the approach that future researchers need to follow 
when researching leadership in the African context.

LITERATURE REVIEW

A systematic literature review was conducted to find 
empirical studies on African leadership, focusing on 
research accomplished in the past seven years. The 
review is aimed at identifying the dominant and prominent 
research paradigms and methods used. The purpose of 
the discussion is to distinguish between the different types 
of research methods and not to provide a comprehensive 
explanation of each.      

Research paradigms  

Theorists define the term ‘paradigm’ differently, but their 
description of the term is somewhat similar in many ways. 
For example, Neuman (2011:94) describes a paradigm 
as a system of thinking that influences the research 
approach. Mouton (1996:203) states that a paradigm 

refers to established research traditions in a particular 
discipline. Wahyuni (2012:69) states that paradigms are 
distinguished by their ontological and epistemological 
assumptions of research. Others describe a paradigm as 
a set of fundamental beliefs on how the world is perceived 
and how these beliefs shape and influence the theoretical 
framework within which research is conducted (Guba & 
Lincoln 1994:107; Mackenzie & Knipe 2006:2). Paradigms 
are also seen as worldviews that guide the researcher’s 
choice of epistemology, ontology, and research 
methodology (Guba & Lincoln 1994:105; Ponterotto 
2005:127; Shah 2013:253). Mackenzie and Knipe (2006:2) 
state that it is the choice of paradigm that sets down the 
intent, motivation and expectations of the research. 

It can be inferred from the above that a research paradigm 
is a framework that stipulates basic sets of beliefs that 
guide the research process. While research paradigms 
seem to be important, they are often not mentioned in 
research articles, to such an extent that readers or fellow 
researchers would make a deduction of the paradigm used 
from the type of methodology or research methods that 
are used in a particular research article. Creswell (2007:5) 
states that, considering the importance of paradigms it is 
essential that all empirical research share its paradigms as 
this will provide insight to readers and researchers on the 
framework that informed their research. 

According to Creswell (2007:22) there are three major 
research paradigms which are described by Guba 
and Lincoln (1994:105) as having been in competition 
for decades. They are positivist and post-positivist, 
interpretivist and critical (Creswell 2007:22). Each of these 
paradigms will be described briefly in the next section.

Positivist and post-positivist paradigm

Ponterotto (2005:129) states that positivism can be traced 
back to the nineteenth century and that it has been a 
dominant approach in research for over one hundred and 
fifty years. The long-standing dominance of positivism 
is also recorded by Guba and Lincoln (1994) who date 
the existence of this paradigm at more than four hundred 
years old. Furthermore, Kirkwood and Campell-Hunt 
(2007:219) point out that positivism has enjoyed the 
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privilege of being a mainstream approach to research by 
most studies. Although the positivist paradigm has its roots 
in the natural sciences, it has been used extensively in 
social science and it is based on the rationalistic, empiricist 
philosophy (Mackenzie & Knipe 2006:2). Its ontological 
framework is that reality is external and objective, while 
they advocate that epistemologically is intended for the use 
of a scientific approach to generate knowledge (Wahyuni 
2012:70). The positivists’ aim is to test a theory by offering 
a hypothesis which, when proven through research data, is 
then generalized. The view of a positivist paradigm is that of 
cause and effect (Shah & Al-Bargi 2013:255).

Positivists are concerned with finding ‘truth’ and therefore, in 
their pursuit of finding the truth, researchers remain distant 
and purely objective during the research process (Colins 
& Hussey 2009:58; Neuman 2006:82). Consequently, the 
positivists believe that different researchers observing the 
same problem and using the same tools to analyse the 
data, will report the same results.  

The positivist tradition did not meet the approval of all 
social scientists as it was argued that positivism assumed 
that social reality could be explained in rational terms as 
opposed to a subjective interpretation of a situation (Babbie 
2010:41; Denzin & Lincoln 1994:8). Opponents of positivism 
fundamentally argued against the notion of an absolute and 
objective reality or truth in social sciences. 

The paradigm of post-positivism emerged from a 
disagreement about objective reality and truth. This 
paradigm argues that the world is ambiguous, with multiple 
realities and therefore, what might be truth for one person 
could be seen differently by another. As such, post-positivism 
nullifies the notion of ‘objective truth’ by arguing that the 
researcher is biased by his/her world view and cultural or 
life experiences. Guba and Lincoln (2000:107) state that the 
difference between positivism and post-positivism is that 
while the first focuses on ‘theory verification’, the second 
focuses on ‘theory falsification’. Both, however, are similar 
in more ways than what they differ. 

For both positivism and post-positivism, the aim of enquiry 
is explanation and to ultimately enable the control and 
prediction of phenomena (Guba & Lincoln 1994:113). 

According to Wahyuni (2012:71), both positivism and post-
positivism adopt a scientific approach to investigating social 
phenomena. They therefore believe that the researcher 
becomes an outsider during the research process. Guba 
and Lincoln (1994:113) state that with these paradigms, 
the researcher is seen as an expert, looking inward to 
understand causes and effects of behaviour. As a result 
of the researchers’ stance during the research process, 
advocates of both approaches believe that research 
should be replicable, i.e. the same research undertaken 
by a different researcher should yield the same results if 
the same tests and data analyses methods were used. 
The difference is that positivism believes in the universal 
generalization of findings, whereas post-positivism believes 
that generalization should take into account the context 
within which the findings are reported. As a result, Creswell 
(2007:6) states that post-positivism is an extension of 
positivism.

The criteria used to judge the quality of enquiry into this 
paradigm are validity, reliability (stability), generalizability, 
and objectivity (distance and neutrality of the observer) 
(Guba & Lincoln 1994:113). Ethics are so highly valued 
that they are policed by external mechanisms such as 
committees.

Interpretivist paradigm

This approach is also referred to as phenomenological. Its 
aim is to understand people (Babbie & Mouton 2001:28). 
Wahyuni (2012:71) points out that interpretivism supports 
what is described as constructivism given its assertion that 
reality is constructed of individuals based on their varied 
backgrounds, assumptions and experiences. According 
to De Vos, Strydom, Fouché & Delport (2011:8), the 
interpretivist paradigm is rooted in the lived experiences of 
people. Babbie and Mouton (2001:28) claim that all humans 
are continuously attempting to make sense of their world and 
therefore they continue to interpret, define and rationalize 
their daily interactions. The interpretivist researcher 
attempts to gain understanding of social phenomena.

Those who apply the interpretivist paradigm believe 
that knowledge is socially constructed, that meaning 
is subjective and may change based on individual 



HUMAN CAPITAL MANAGEMENT, ORGANISATIONAL BEHAVIOUR AND LEADERSHIP
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  124
ISBN 978-0-620-71113-5

perspectives (Mackenzie & Knipe 2006:3; Wahyuni 
2012:71). The ontology of this paradigm is that there is 
no single reality and hence the intention is to understand 
individual construction of the world (Kirkwood & Campbell-
Hunt 2007:223). The paradigm does not generally begin 
with a theory or hypothesis, but believes in its development 
throughout the research process (Creswell 2007:9). It is 
a move from ontological realism to ontological relativism 
(Guba & Lincoln 1994:167). 

The paradigm maintains that reality is constructed in the 
minds of individuals (Ponterotto 2005:129) and its intention 
is to understand the subjective human experiences as seen 
by different individuals. It argues that reality is constructed 
on an on-going basis through social interaction, where 
different individuals bring their different experiences and 
perceptions of reality to the construction. Wahyuni (2012:71) 
states that reality is created through social interaction, and 
that during the research process both the researcher and 
the participants use their background, experiences, and 
social reality to understand the meanings of situations. The 
result is that social reality becomes context-based and can 
vary from one context to another. The favoured method of 
investigation is where there is communication between the 
researcher and the research participants. 

For this purpose, proponents of this paradigm are most likely 
to have qualitative research methodology as fundamental 
to the data collection and analysis because they believe 
in uncovering the meaning of social phenomena from the 
lenses of the participants (Wahyuni 2012:71). This is as a 
result of the qualitative methods of data collection, allowing 
for interaction with the participants in which meaning is 
continuously uncovered.  The criteria used to judge the 
quality of the inquiry are the trustworthiness of credibility, 
dependability, transferability, conformability as well as the 
extent to which the research improves the understanding 
of the construction of others, resulting in change and action 
(Guba & Lincoln 1994:114).

Critical paradigm

The critical paradigm is described by Guba and Lincoln 
(1994:109) as a blanket term for a set of several alternative 
paradigms such as Marxism, feminism, materialism, 

and participatory inquiries, to mention a few. According 
to Mertens (2005:17), the critical paradigm emerged 
from dissatisfaction with the two dominant research 
paradigms outlined above and from the realization that 
the two aforementioned paradigms were developed from 
dominant perspectives. Accordingly, the other approaches 
failed to recognize or address issues of social injustice 
and to fully represent the voice of the marginalized groups 
(Creswell 2007:9). Critical theory asserts that constructed 
realities are mediated by power relations informed by 
social, political, cultural, economic, and contextual realities 
(Ponterotto 2005:130). The paradigm therefore advocates 
for emancipation and transformation and hence is often 
referred to as a ‘transformative paradigm’. 

The aim of research in this paradigm is critique and 
transformation of cultural, social, political, economic, 
ethnic, and gender structures that constraint and exploit 
humankind (Guba & Lincoln 1994:108). For the critical 
theorist, research should bring about reformation or 
change in the lives of participants (Creswell 2007:9). As 
a result, this paradigm closely aligns social inquiry into 
politics. Critical theory therefore intends to not merely 
studying and understanding society, but also to critique 
and influence social change (Patton 2002:130). 

Proponents of this approach argue that for one to bring 
about or influence change, one has to be personally 
involved. To this end, Guba and Lincoln (1994:110) state 
that in this paradigm the investigator and the investigated 
are interactively linked, and that the values of the 
investigator will inevitably influence the inquiry. Data is 
collected in a dialectical manner, emphasizing a dialogue 
between the investigator and the subjects of the inquiry 
(Guba & Lincoln 1994:110) to modify previously held 
constructions. The criteria used to judge the quality of 
the inquiry are the extent to which the research is able 
to erode the ignorance and misapprehension resulting in 
the transformation of existing structures (Guba & Lincoln 
1994:113).

Research methods

The concepts of research methodology and research 
methods, although distinct in meaning, are often used 
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interchangeably. Research methods form part of research 
methodology and are a specific set of procedures, tools, 
and techniques that are used during the research process 
to collect and analyse data (Wahyuni 2012:72). Mouton 
(1996:35) states that the research methodology is the all-
encompassing approach and logical sequence through 
which the research is conducted. It is important to note 
that research methods are independent of methodologies 
and paradigms (Wahyuni 2012:72).

Wahyuni (2012:73) distinguishes between the two 
concepts by stating that a methodology is the theoretical 
and ideological foundation of a method. But research 
methods as stated above are tools used in research to 
collect data; surveys, interviews, participant observations, 
et cetera. Research methods and how they are used are 
shaped by the research methodology (Guba & Lincoln 
1994:105).
There are three commonly used research methods 
which can be aligned to the research paradigms as 
described above. The three methods described below are: 
quantitative, qualitative, and mixed methods.

Quantitative research methods

The quantitative view is described as being ‘realist’ or 
sometimes ‘positivist’ with its premise on the lens that the 
‘truth is out there’. It is the duty of the researcher to use 
objective research methods to uncover that truth (Creswell 
2012:13) and he/she must be as detached from the 
research as possible. The researcher must use methods 
that maximize objectivity and minimize his/her involvement 
in the research (Marais 2012:68). In quantitative research, 
the purpose is to objectively measure the social world and 
test hypotheses resulting from the inquests; the findings 
must be perceived as reliable (Punch 2005:28; Newman 
2011:17). This form of research allows for variables to be 
tested, measured by numbers, and then analysed using 
statistics (Creswell 2012:13; De Vos 2011:79). 

In essence, quantitative research is any research that 
involves the manipulation of numbers to formulate claims, 
provide evidence, describe phenomena, and determine 
relationships or causation (Delport & Fouché 2011:433). 
Data is collected by employing instruments such as 

surveys given to a sample of participants with the aim of 
generalizing the findings and apply them to a large number 
of people (Creswell 2012:15). The paradigm associated 
with quantitative research is positivist and post-positivism. 
Quantitative research emphasizes an understanding of 
the existing literature which is described at the beginning 
of the study; the literature is believed to play a major role 
in justifying the need for the research problem as well as 
providing an indication of potential research questions 
and variables to pose (Creswell 2012:14). The literature 
review is helpful in narrowing the purpose statement and 
hypothesis.

Qualitative research methods

Qualitative research is best suited for addressing a research 
problem where the variables are unknown and require 
exploration. The literature might yield little information 
about the phenomenon of the study, and therefore more 
data need to be discovered from participants (Creswell 
2012:16). As a result, the initial literature review is less 
important than in quantitative research. Although the 
literature may be reviewed as justification for studying the 
research problem, it does not provide meaningful direction 
for the research questions (Creswell 2012:17). Qualitative 
research relies more on the views of the participants in the 
study and less on the direction identified in the literature 
by the researcher.

This approach concerns an understanding of the research 
from the viewpoint of those who answer the research 
question in an attempt to enrich and give meaning to that 
which is being investigated (Burns & Grove 2003:360; 
Holloway 2005:47). It describes life experiences without 
making previous assumptions about the objective reality of 
those experiences (Holloway 2005:5). Its primary purpose 
is to describe, understand, interpret, and develop theories 
around a phenomenon while considering the participants’ 
perspective (Babbie & Mouton 2001:270; Burns & Grove 
2003:357; Du Plooy 2001:29). The objective of the 
approach is to explore, understand and learn how people 
construct a phenomenon (Creswell 2012:17).

The method used to collect data is one that requires 
the researcher to adopt a person-centred and holistic 
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understanding of behaviour as opposed to relying on 
instruments of measure. The researcher is therefore 
expected to be immersed in the phenomenon and to listen 
to the experiences of the participants in a non-judgmental 
manner (Guba & Lincoln 1994:2; Holloway 2005:5). 
It is a systematic collection and analysis of subjective 
narrative data in an organized and intuitive fashion, with 
the emphasis placed on identifying human experience 
(Morse & Field 1996:1949). According to Davis (2009:9), 
qualitative methods rely on descriptive observations and 
in-depth interviews to reveal the richness of the experience.
Data gained from the qualitative method are analysed 
by extracting common themes from the content to 
derive meaning of the phenomenon in question (Burns 
& Grove 2003:357). Findings thereof are presented 
in plain language, and words from the conversations 
with the participants are often used to illustrate their 
emotive, psychological, and personal experiences of a 
phenomenon (Ponterotto 2005:128). The trustworthiness 
of this method of research is measured by how accurately 
the report represents the experiences of the participants 
to be supported by the participants themselves (Wahyuni 
2012:38). The paradigm associated with qualitative 
research methodology is predominantly the interpretative 
paradigm.

Mixed research methods 

Creswell and Clark (2007:376) define a mixed method as 
a design that uses either the quantitative or qualitative 
method as a primary research method, while the other 
method is used as a secondary research method to 
complement or enhance the research process. Mixed 
methods combine methods, paradigms, research 
orientation, and data analyses to establish a ‘richer’ 
meaning and better understanding of the subject under 
investigation (Creswell 2012:534; Onwuegbuzie & Leech 
2005:375; Tashakkori & Creswell 2007:4). The mixed 
method is perceived as an acknowledgment that research 
cannot always be explicitly controlled by following strict 
procedures. The researcher is entirely objective (as 
seen in quantitative research methods) and balances the 
less formal and more philosophical qualitative approach 
(Creswell 2007:37; De Vos et al. 2011:266, Delport & 
Fouché 2011:66). Davis (2009:9-11) adds that there is 

no single research method that guarantees truth and that 
each method’s value depends on the situation. He argues 
further that a combination of methods is often the best 
as the complementarity nature of the methods add that 
which could be absent from a single perspective. The 
mixed methods approach has thus gained considerable 
popularity as the latest development in research methods 
(Creswell 2012:534). 

The mixed method is also referred to as the blended 
approach (Grossman 2006:245) or methodological 
pluralism (Davis 2009:10). It consists of merging, 
integrating, linking, or embedding the two ‘strands’ of data 
(Creswell 2012:535). According to Davis (2009:10), the 
call for methodological pluralism was strengthened by 
William Beavon in 1991 when he argued for appropriate 
methods and broader range of research. Davis (2009:12) 
states that researchers should use a method where they 
understand its benefits, constraints, and possible violations 
of assumptions about the studied phenomena.

Johnson and Onwuegbuzie (2004:14) claim that the goal 
of mixed method research is not to replace either the 
quantitative or qualitative approaches, but to leverage off 
the strength of each and to minimize the potential flaws 
or limitations of a research project. The mixed method 
approach is seen as having multiple benefits such as its 
flexibility to allow the researcher to apply that which is 
practical during any stage of the research process (Scott & 
Morrison 2006:158). The approach further allows for both 
an objective and subjective approach to understanding the 
phenomenon in question and for enhancing triangulation 
in research (Creswell & Clark 2011:13; Shank & Brown 
2007:190). It may also provide a means to foster depth and 
breadth of knowledge (Bartholomew & Brown 2012:178).
While there are different research methods often tied 
to a paradigm, Mackenzie and Knipe (2006:5) indicate 
that research methods extend paradigm boundaries. 
Onwuegbuzie and Leech (2005:375) argue that a 
purist approach to research is the biggest threat to the 
advancement of social science and to this end, they 
advocate for mixed methods when conducting empirical 
research. It is also maintained that methodological 
pluralism offers an extensive ability to understand human 
experience and behaviour and therefore an integration of 
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scientific approaches that could be used to enhance any 
research (Davis 2009:5). 

Mackenzie and Knipe (2006:7) said that when research is 
conducted, it is the paradigm and research question that 
guides which data collection method and data analysis 
method will be the most appropriate for the study. In the 
next section, the research methods used to gather data in 
the thirteen empirical articles are discussed as well as the 
different techniques used to analyse the findings.

CURRENT RESEARCH APPROACH

A qualitative approach was adopted to identify relevant 
literature on leadership in the African context. The search 
for appropriate information was extensive, including several 
data bases and specific material excluding irrelevant 
information (see delineation). The main aim was to trace 
as many published empirical articles on leadership in Africa 
as possible. Green, Johnson and Adams (2006:102) state 
that at least two databases should be searched to provide 
for reasonable breadth and depth on the topic. To this end, 
two broad databases (EBSCOhost and ProQuest) were 
used to search for articles. As can be seen in the Findings 
section, this amounts to an extensive search. 

Numerous measures were established in order to be well 
delineated. The first was the use of keywords; *leader 
(leadership) and Africa* (African), and these keywords had 
to appear in the title of the article. Method* (methodology) 
was used as a keyword to appear anywhere in the text, as 
empirical articles usually have such a section. Babbie and 
Mouton (2001:650) indicate that only articles accepted 
in scientific research should be included in the body of 
knowledge. Green et al. (2006:102) also states that when 
searching for empirical literature only reputable publication 
journals will give credible and current information on a 
subject under investigation. Therefore, only reviewed 
articles and peer-reviewed scholarly journal articles were 
included in the final selection. In order to ensure currency, 
only articles published within the preceding seven years 
when data was collected (2007-2014) were included. For 
practical reasons, the search was limited to an electronic 
search of articles published in English. The search was 

conducted over a period of six months, from March to 
August 2014. 

The abstracts of the found articles were read to assess the 
relevance and appropriateness according to the search 
criteria (Kable, Pich & Maslin-Prothero 2012:879). The 
articles had to have a methodology section to suggest that 
they were created through empirical findings. Articles that 
were not published in English were excluded. In the process 
of screening the articles it was decided to disregard single 
page articles, conference abstracts, newspaper articles, 
and articles that referred to leadership superficially or 
peripherally. In addition, articles that focused on ‘African-
American’ leadership were excluded. Those that met the 
inclusion criteria were documented and removed duplicates 
were retrieved.

FINDINGS

This section discusses the findings on the research 
paradigms and research methods that were used for 
empirical studies done on African leadership. It starts by 
providing a general overview of how the systematic literature 
reviews materialized, followed by sharing findings that are 
specific to the chosen research approaches. Focus is on 
the paradigms and methods used in the different empirical 
studies.

During the literature review process two reputable electronic 
search engines, EBSCOhost and ProQuest were used to 
conduct the systematic literature review. Eight databases 
on EBSCOhost (Africa-Wide Information, Business 
Source Complete, ERIC, Humanities Source, Academic 
Search Premier, PsychARTICLES, PsycCRITIQUES, 
and PsycINFO) were searched and fifty-one articles were 
retrieved that matched the selected keywords described 
above. With the ProQuest search engine, seven databases 
were searched (Applied social sciences index and abstracts 
(1987-current), COS Scholar Universe information, 
elibrary® ebooks information, ERIC (1996-current), Library 
and Information Science Abstracts (1969-current), ProQuest 
Business Collection (1951-current), and ProQuest Central 
(1971-current)) and forty-five articles were retrieved. A total 
of ninety-six articles were retrieved.  
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Following the inclusion and exclusion criteria as described above, only thirteen articles met the search criteria and relevance 
to the study. These thirteen articles are presented in Table 1 below. 

TABLE 1: EMPIRICAL ARTICLES THAT INVESTIGATED LEADERSHIP IN AFRICA OVER THE PAST SEVEN YEARS 

Author
(Year) Discipline University Research paradigm Data collection

Banatu-Gomez, M.B. 
& W.G. Rohrer (2011)

Business leadership Rowan University 
(USA)

Positivist Survey,
questionnaire

Bolden, R. & P. Kirk 
(2009)

Business leadership University of Exeter 
(UK) and University 
of the West of 
England (UK)

Critical Action enquiry,  
conversations, 
participant 
observation, group 
interviews

Bush, T. & D. Glover 
(2013)

Education University of 
Nottingham (UK)

Interpretivist Survey

Chatburry, A., D. 
Beatty & H.S. Kriek 
(2011)

Business leadership University of 
Pretoria & 
Wits University 
(RSA)

Positivist Survey, interviews

El Ansari, W. (2012) Public Health University of 
Gloucestershire 
(UK)

Mixed method Survey, interviews

Garg, A.K.  & T. 
Ramjee (2013)

Public leadership TUT Business 
School (RSA)

Positivist Survey

Mokgolo, M.M., 
P. Mokgolo & M. 
Modiba (2012)

Public leadership UNISA (RSA) Positivist Survey

Ngcobo, T.M. (2010) Education University of 
Western Cape (RSA)

Interpretivist Observations, 
surveys, informal 
conversations,
document analysis

Nkomo, S.  & D. 
Kriek (2011)

Business leadership University of 
Pretoria & 
Wits Business 
School (RSA)

Interpretivist Case studies,
interviews

Scott, S. & J.F.A. 
Rarieya (2011)

Education  Mixed method Interviews, 
document analysis
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Author
(Year) Discipline University Research paradigm Data collection

Thom, D. (2014) Education UNISA (RSA) Interpretivist Surveys, 
interviews

Wakahiu, J. (2013) Public leadership Marywood 
University (USA) 

Interpretivist Surveys, 
interviews, 
narrative enquiry,
observations

Ward, J.A. & S. 
Kiruswa (2013)

Business leadership Regent University 
(USA)

Positivist Surveys

Source: Authors

Findings pertaining to research paradigms

With the thirteen articles reviewed, none of the 
researchers explicitly stated the research paradigms. 
In order to identify the paradigm, the applied research 
methods and data collection techniques were used to 
infer the research paradigms that informed the various 
studies. The articles could be classified into any of the 
three major research paradigms; positivist or post-
positivist, interpretivist and critical.

Positivist or post-positivist paradigms are mostly 
associated with quantitative research methodologies, 
founded on the belief that there is an objective reality 
out there that can be studied through prediction 
and control. The methods of collecting data used by 
positivist researchers included questionnaires, closed-
ended questions, and structured interviews. Emphasis 
was placed on the sampling, validity and reliability 
of the research findings. Five of the articles could be 
classified within the positivist paradigm. These studies 
used quantitative methodology, employed surveys as 
the primary research method, and relied on statistical, 
correlational, and descriptive analyses to understand the 
data. The five articles that were categorized as positivist 
paradigms were: Banatu-Gomez and Rohrer (2011), 
Chatburry, Beatty and Kriek (2011), Garg and Ramjee 
(2013), Mokgolo, Mokgolo and Modiba (2012), and Ward 
and Kirisuwa (2013). 

Interpretative paradigm is associated with terms such 
as ‘constructivism’, ‘naturalism’, ‘qualitative research’, 
‘grounded theory’, and ‘ethnography’ (Elshafie 2013:7). 
The aim of interpretative researchers is not to generalize 
but to generate a few constructions with consensus about 
the interpretation of different and subjective understandings 
or meanings applied to a social phenomenon (Elshafie 
2013:8; Shah & Al-Bargi 2013:256-257). The methods 
for collecting data included case studies, interviews, field 
notes, and diary observations. After a review of the thirteen 
articles, five of the articles could be classified as being 
within the interpretative paradigm; they used qualitative 
research methodology as a primary methodology. Data 
was collected by using unstructured observations, 
questionnaires, semi-structured interviews, informal 
conversations, case studies, and life stories, to mention 
a few. Most researches used comparative, content, and 
thematic analyses to understand the data. The five articles 
that met the criteria were by Bush and Glover (2013), 
Ngcobo (2010), Nkomo and Kriek (2011), Thom (2014), 
and Wakahiu (2013).

The critical paradigm challenges conventional ways of 
conducting research by arguing that reality is shaped 
by social, cultural, political, and ethnic values (Shah 
& Al-Bargi 2013:260). The chosen methodology here 
was dialogue aimed at facilitating transformation of the 
phenomenon in question. The preferred method used 
in the critical paradigm was mixed methods allowing for 
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qualitative dialogue and the collection of appropriate 
data using quantitative methods (Elshafie 2013:9). It is 
also argued that the researchers using this paradigm can 
use either quantitative, qualitative, or mixed methods to 
design their research (Shah & Al-Bargi 2013:260). The 
article by Bolden and Kirk (2009) clearly used the critical 
paradigm and applied multiple data collection methods 
such as action enquiry, conversations, participant 
observations, and group interviews. Additional evidence 
of the critical paradigm in this article was its critique 
of western researchers using western paradigms and 
blanket approaches to describe ’African leadership’, 
instead of using research rooted in indigenous African 
values and paradigms (Bolden & Kirk 2009:81-83). The 
authors further called for research approaches that 
challenge the western dominant narratives of leadership 
imposed on Africa from outside. They also argued that 
essentialist approaches to isolating features of ‘African 
leadership’ are misguided and that the acceptable 
functions of the leadership discourse require attention 
(Bolden & Kirk 2009:83).

The remaining two articles (El Ansari 2012; Scott 
& Rarieya 2011) used mixed methods which could 
have been informed by any of the dominant research 
paradigms. For example, in El Ansari (2012:177-
178), questionnaires and semi-structured one-on-one 
interviews were used to collect data. The data obtained 
from quantitative questionnaires were analysed by 
using statistical analyses. Cluster analyses were used 
to decipher the information collected from the one-on-
one interviews. Scott and Rarieya (2011:68-70) used the 
appropriate approach to answering the research question 
at hand, based on the different contexts. For example, in 
one context they used interviews and document analyses 
while in another context they reviewed documents and 
practices and relied on their experiences to inform the 
research process. 

While there is a representation of the different paradigms 
in the various articles, it appears as if the interpretivist 
paradigm is gaining popularity. It is reflected to somewhat 
similar undertakings as those of the historically dominant 
positivist and post-positivist paradigms. In light of the 
observation that African nationalism and philosophy 

is critical, it is interesting to note that there is limited 
research that uses the critical paradigm to understand 
leadership in the African context.  

Findings pertaining to research methods

The results of the thirteen empirical studies on African 
leadership show that there is still a balance in the use 
of research methodology. Five of the articles used the 
quantitative research methodology: Banatu-Gomez and 
Rohrer (2011), Chatbury, Beaty and Kriek (2011), Garg 
and Ramjee (2013), Mokgolo, Mokgolo and Modiba 
(2012), and Ward and Kirisiwa (2013)). Six articles used 
the qualitative methodology: Bush and Glover (2013), 
(Bolden and Kirk (2009), Ngcobo (2010), Nkomo and 
Kriek (2011), Thom (2014), and Wakahiu (2013)). Two 
articles used mixed methodologies (El Ansari (2012) and 
Scott and Rarieya (2011)).

The preceding paragraphs illustrate that the methodology 
selected for any research determines the type of data 
collection research method that will be used consistent 
with the epistemological and ontological framework of the 
research process (Burns and Grove 2003:37). Various 
research methods were used in the thirteen articles to 
collect data. The most common method was surveys, 
used in nine of the thirteen articles. It is also observed that 
there is a balance between data collection methods where 
surveys were used independently (in four cases) and where 
surveys were used in combination with other methods such 
as interviews (in five cases). The methods that were used in 
combination with surveys included action enquiry, informal 
conversations, observations, case studies, interviews, and 
document analyses. The second most used method of data 
collection was interviews (six cases) although they were not 
used independently but in conjunction with another research 
method, mostly surveys. Further methods of data collection 
were document analyses (two cases), case studies (once), 
informal conversations (twice), and observations (twice).

The manner in which the data were analysed varied and 
it was observed that the methods of analyses closely 
paralleled the research paradigms. For positivist paradigms, 
the dominant method of analysis was correlational and 
statistical analyses. The interpretivist paradigm varied 
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across the studies, ranging from a thematic/cluster analysis, 
comparative analysis and descriptive analysis. In one 
critical paradigm research, several methods of analyses 
were used and were followed by a thematic analysis.

While there is an equitable balance of positivist/post-
positivist and interpretative paradigms used, with no clear 
description or rationale on the choice of paradigm selected, 
the researcher is bound to conclude that the research 
paradigm used in the respective articles is driven by the 
different researchers’ own worldview of how things should 
be. It could also be that the positivist/post-positivist is still 
a popular paradigm in the field of research and hence its 
observed dominance in the findings. On the other hand, 
the critical paradigm is a fairly new paradigm that is still 
growing amongst researchers. As a result, it could be 
inferred that due to its infancy stages, researchers are not 
yet comfortable with the critical paradigm.     

DISCUSSION

The observed paucity of empirical studies on leadership in 
the African context confirms the view that there should be 
further research conducted on the subject. Furthermore, the 
observed trend in conventional research methodologies, 
suggests that there is still a purist approach towards 
conducting research in general, but more so in a context that 
is varied and based on the diversity of cultural and ethnic 
groupings. Bolden and Kirk (2009:83) made a suggestion 
that research on leadership in the African context should 
step outside the dominant methodological and empirical 
paradigms, but tap into African paradigms.
Evidence of a purist approach is confirmed by the fact that 
almost all the studies adopt either a positivist/post-positivist 
paradigm or an interpretative paradigm. The critical 
paradigm, although not popular, could possibly be the most 
appropriate paradigm to adopt in conducting empirical 
research on leadership from the African perspective which 
is independent of the dominant western philosophies and 
frameworks.

It has been noted that there is an interest in the use of 
methodological plurality to complement findings, suggesting 
that an understanding of the concept of leadership in Africa 

is not an easy deliverable. A possible solution is one where 
future researchers adopt a more holistic and integrative 
approach towards studying leadership, especially in a 
context of cultural variances.

CONCLUSION AND RECOMMENDATIONS

The systematic literature review and the findings presented 
in the preceding paragraphs indicate that the complexity 
of the African context requires more rigorous research. It 
would compel researchers to adopt a multiple approach to 
understanding and exploring a complex concept such as 
leadership as opposed to using singular methodological 
approaches. This observation is supported by Davis 
(2009:21) who argues that methodologically integrated 
approaches are best suited to understanding phenomena 
that is hard to define. Throughout the systematic literature 
review it was evident that researchers could not pin 
down what leadership in the African context is. It has 
been clear from the literature that different research 
methodologies provide different kinds of information and 
human experiences. Based on the complementary roles 
that the various research methods bring forth, the authors 
recommend that researchers should employ different 
methodologies and paradigms when attempting to study 
leadership in Africa. 
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ABSTRACT

This research study aimed to identify strategies for the 
management of substance abuse in the workplace. To 
address the research problem a literature and empirical 
study involving 25 organisations was conducted to 
determine the prevalence and influence of substance 
abuse in the workplace and propose best practices for the 
management thereof.   

The study revealed that substance abuse was common in 
all of the organisations surveyed.  Size of the organisation 
had no impact on the extent of this issue. The majority of 
the participants (52%) affirmed that their organisation had 
experienced substance abuse problems, most commonly 
in regard to alcohol abuse.  The findings of this study 

also suggested that insufficient actions were taken by 
organisations, particularly with regard to education and 
awareness campaigns.  Supervisors required training in 
identifying employees with substance-related problems and 
in using the referral system which forms part of a broader 
employee assistance programme (EAP). This could result 
in organisations experiencing lower performance outputs 
due to a failure to address the challenge of substance 
abuse effectively.  The extent of substance abuse in the 
workplace was also found to be influenced by the social 
acceptance of certain abused substances such as alcohol 
and tobacco.

  
Key terms: substance abuse, wellness, employee 
assistance programmes, peer assistance
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INTRODUCTION

The South African Central Drug Authority (CDA) claims 
that in South Africa the use of drugs was twice the global 
average and South Africa was amongst the top ten 
nations in alcohol consumption (Ramodibe 2011; Smook, 
Ubbink, Ryke & Strydom, 2014).  These substance-related 
problems often develop from the social or occasional use 
of drugs or alcohol but have the potential to become a 
serious, life-threatening problem. The contemporary 
fast-paced and high demand work environment also 
contributes to stress and subsequently aggravates the 
problem. For organisations, substance abuse results in 
increased health costs, accidents, absenteeism, criminal 
activities and workers’ compensation claims (Burnhams & 
Parry 2015; Smook et al 2014).  

A substance may be defined as a drug or chemical that is 
not necessary to maintain an individual’s health and which 
alters biological functions or structures of the body when 
administered (Serret 2012).  Substance abuse takes place 
when a substance is used in a way that it is not intended 
for, leading to short-term or long-term harm to the user and 
resulting in a loss of responsibility for or control of the user’s 
thoughts, feelings or behaviours. The substances referred 
to can include legal substances such as nicotine, alcohol, 
over-the-counter and prescription medication, alcohol 
concoctions, indigenous plants, solvents and inhalants, as 
well as illegal substances such as marijuana and cocaine.  
This paper investigates the nature of substance abuse 
in South Africa, the antecedents and consequences of 
substance abuse, as well as proposes best practices for 
dealing with substance abuse in the workplace.

ANTECEDENTS OF SUBSTANCE ABUSE 

In the context of this study an antecedent refers to an 
originator or cause of substance abuse. Although there 
are multiple facets to this issue, Serret (2012) identifies 
three main factors contributing to substance abuse 
and addiction.  Firstly, the role of biology as certain 
genes may predispose responses to substances such 
as alcohol and other drugs and increase vulnerability to 
addiction.  This view concludes that substance abuse is an 

inevitable, progressive and irreversible condition and that 
professional help will be required by employees to assist 
them in addressing deep-rooted problems.  Secondly, the 
role of psychological factors such as in-born personality 
traits may result in employees being prone to addiction. 
These traits include rebelliousness, impulsiveness and 
aggressiveness, attention deficit disorders, emotional 
instability, depression, sensation-seeking and mental 
challenges such as phobias, rage, anxiety, paranoid 
delusions, and strong antisocial tendencies. Thirdly, socio-
environmental factors, including the conditions in which 
one lives, may play a role in potential addiction.  Factors 
such as poverty, parental abuse and neglect, low group 
cohesion, low mutual support and lack of control over 
one’s job situation have all been identified as influencing 
the potential for addiction (Serret 2012).  

The contemporary work environment is widely 
acknowledged as a contributing factor to stress (Pasche & 
Stein 2012).   Workplaces are becoming leaner and more 
focused and employees might find themselves performing 
more functions than before and turning to substances 
as a coping mechanism (Pasche & Stein 2012). Giorgi, 
Arcangeli, Mucci and Cupelli (2015) cite the economic crisis 
that started in 2008 as a source of fear and subsequent 
stress and highlight the importance of management 
support and trust.   Blumberga and Austruma (2015) linked 
job volumes, time restrictions, high job requirements, 
customer dissatisfaction and conflict situations with high 
levels of stress. Relationship problems with colleagues, 
supervisors and customers may also contribute to 
substance abuse. Financial concerns, a weak economy, 
debt, concerns about jobs security and an unstable job 
market are all antecedents of stress (Weir-Smith 2014).  
In the following section the substances typically abused 
within South Africa are highlighted. 

TYPES OF SUBSTANCES TYPICALLY 
ABUSED IN SOUTH AFRICA

According to recent statistics the most frequently abused 
substances  in South Africa are Alcohol (51%);  Cannabis/
Marijuana (21%);  Crack/Cocaine (9.6%); Heroin/Opiates 
(7.9%); Methamphetamines, also known as Tik, (4.5%); 
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Prescription drugs (2%)  and Mandrax (1.7%) (Healthi 
Choice 2014).

There are several categories of substance abuse.  The 
first includes the abuse of recreational or legal substances, 
such as alcohol, nicotine and caffeine.  Alcohol and nicotine 
are two of the most commonly abused legal substances in 
South Africa and can have negative effects on employees.  
Abusing alcohol may result in impaired judgment, 
drowsiness, a coma and possible fatal overdose (Serret 
2012).  Nicotine, although initially acting as a stimulant, 
may later cause depressant effects.  The South African 
National Council on Alcohol (SANCA) has found that, on 
average, one out of ten people in the workplace abused 
substances and that fifty per cent of accidents in the 
workplace were alcohol related (Killian 2008).  

The second category of substance abuse pertains to 
the abuse of over-the-counter medication, such as 
pain medication, sleeping pills and anxiolytics (anxiety 
inhibiters).  Depressants, such as sleeping medicines, 
sedatives, and tranquilisers may affect employees 
resulting in inattention, slow reaction time, depression, 
impaired balance, drowsiness, a coma and possible fatal 
overdose (Serret 2012). Opiates, such as morphine, 
heroin, codeine, and other prescription pain medications 
may also be abused causing loss of interest, “nodding”, 
and fatal overdose.

The third category of substance abuse refers to the use of 
illegal substances, such as marijuana, cocaine, heroin, tik, 
opium, morphine, LSD, Ecstasy and Mandrax.  Marijuana 
is a commonly abused illegal substance in South Africa 
and may result in a distorted sense of time, impaired 
memory, and impaired coordination (Serret 2012).  If 
used by injection the sharing of needles could lead to the 
spread of Hepatitis B or C and HIV/AIDS. Drug users were 
also found to be three times more likely to resort to theft 
or criminal activity in the workplace than non-drug users.  
In addition, undetected drug problems in employees were 
found to cost the employer up to 25 per cent of the relevant 
wages (Killian 2008).

Continuous and unmanaged substance abuse affects 
other employees and productivity levels due to employees 

not performing at their best and feeling “unwell” (Pasche 
& Stein 2012).  Organisational goals are also diluted by 
disruptive behaviours from substance-abusing employees.  
Organisations thus need to change their approach to 
substance abuse and invest in more resources, whether 
financial or human, to reduce, contain and further manage 
this issue. 

CONSEQUENCES OF SUBSTANCE ABUSE

Substance abuse presents a major threat to the health 
and productivity of the South African workforce. It is 
estimated that 13.3 per cent of South Africans will suffer 
from some form of substance abuse during their lifetime 
(Pasche & Stein 2012). The South African drinking culture 
may inflate this threat as a reported quarter of the drinking 
population engage in harmful drinking binges, particularly 
over weekends.  This overconsumption of alcohol and 
other substances often leads to violent behaviour which is 
ranked as the second leading cause of death and disability 
in South Africa (Pasche & Stein 2012). It is evident that 
substance abuse could have dire consequences for the 
organisation, the employee and the economy.

CONSEQUENCES FOR THE ORGANISATION

The primary goal of a private company is to make a profit 
and survive.  This is most likely achieved when productivity 
is high and employees and their support systems perform 
at their best.  Substance abuse may result in illness, 
leading to an abnormal amount of sick leave being taken 
by employees and contributing to low levels of production 
(Smook et al 2014). Substance abuse may also contribute 
to employees having to take early retirement due to 
chronic diseases linked to their abuse. The loss of 
skilled employees may lead to decreased production and 
increased recruitment and training costs. 

When these individuals work under the influence of 
substances they pose a risk to other employees due to, for 
example, carelessness in handling dangerous equipment.  
Damage to employers’ equipment may also create 
unnecessary costs, such as those incurred in procuring 
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new or repairing existing machines (Matzopoulos, Truen, 
Bowmann & Corrigal 2014).  

Substance abusers may also be prone to theft to satisfy 
the craving for a substance.  Additional organisational costs 
incurred include those associated with deterring theft such 
as the installation of security cameras and anti-theft devices 
and the employment of security guards (Matzopoulos 
et al 2014).  Substance abuse issues may also lead to 
problems such as low employee morale; a poor company 
reputation; an increase in health care costs; legal liabilities; 
and increased workers’ compensation costs.  For the 
abusing employee organisational consequences include 
tardiness/sleeping on the job; suffering the after-effects of 
substance use (hangover, withdrawal) which can affect job 
performance; poor decision-making; an increased likelihood 
of experiencing difficulties with co-workers/supervisors or 
tasks; a preoccupation with obtaining and using substances 
while at work which could interfere with attention and 
concentration; and engaging in illegal activities at work, 
including selling illicit drugs to other employees (National 
Council on Alcoholism and Drug Dependence 2016).

In their study Burnhams (2013) conducted research on 
398 768 employees who sought assistance from Employee 
Assistance Programmes (EAPs) in their organisations 
for general psychosocial issues. Of the employees who 
participated, 2.6 percent reported substance-related 
issues which may have multiple negative implications if left 
untreated or undertreated (Corrigal & Matzopoulos 2013; 
Burnhams et al 2013; Pasche & Stein 2012).

CONSEQUENCES FOR EMPLOYEES

Employees’ use of substances that impair decision-making 
leads to dangerous activities and an increased risk of injury 
to themselves and their co-workers.  Safety requirements 
may not be followed by intoxicated employees thus placing 
everyone at risk.  Substance consumption and cravings 
may also lead to a pre-occupied mind-set at work leading to 
difficulty in making decisions (Okeke 2012).

Substance abuse has a negative impact on the users, their 
families and communities.  These substances damage the 

health of users and may play a role in the rise of diseases 
such as HIV/AIDS, cancer, heart disease and many 
psychological disorders (Department of Social Development 
2013).  Those who abuse substances may also incur 
exacerbated social costs such as being ostracised from 
their families and communities.  There is also the risk to 
non-users of injury and death due to people driving under 
the influence of alcohol and drugs and through being victims 
of violent crime perpetrated by those under the influence 
(Department of Social Development  2013).  Families of 
addicts may experience financial pressures due theft, legal 
fees incurred by the users and treatment costs. There is 
also a cost associated with the severe emotional and 
psychological impact of substance abuse within families and 
communities (Department of Social Development 2013).

EFFECT ON THE ECONOMY

It is estimated that the abuse of alcohol and other drugs in 
South Africa costs the economy at least R9 billion a year 
(Global Business Solutions 2015). Drug and substance 
abuse play a role in over 50 per cent of accidents in the 
workplace and the likelihood of staff engaging in theft 
and other criminal activities is three times more likely in 
workplaces where substance abuse is an issue (Global 
Business Solutions 2015).  The increased risk of workplace 
accidents is of great concern as, on average, five people die 
per day from injuries resulting from workplace accidents, 430 
people are injured and 52 people are permanently disabled 
(Global Business Solutions 2015).  Matzopoulos et al (2014) 
researched the harmful effect of alcohol in South Africa 
and estimated the combined total tangible and intangible 
costs of alcohol harm to the economy at 10 - 12% of the 
2009 gross domestic product (GDP). The consequences of 
substance abuse discussed provide a social, business and 
economic rationale for managing substance abuse in the 
workplace. 

BEST PRACTICES FOR MANAGING 
SUBSTANCE ABUSE IN THE WORKPLACE

The South African Drug Master Plan as published by 
the Department of Social Development (2013) promotes 
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awareness, education, early identification, treatment 
and after-care services as strategies for combating and 
managing substance abuse in South Africa. 

The Occupational Health and Safety (OHS) Act  
(No. 85 of 1993) protects the right to health and safety 
of working conditions of South African employees.  The 
Act states that every employer has a responsibility to 
contribute to a safe and risk-free working environment.  
The Act outlines various requirements that employees 
should comply with to meet these responsibilities. There 
are clear indications that employers, or those responsible 
for dealing with substance abuse, must be aware of 
the applicable laws.  Employees abusing substances 
may be breaching the provisions of the Act and it is the 
responsibility of the employer to prevent injury to fellow 
employees as a result of a risk posed by an intoxicated 
employee.  

Steps to combat substance abuse and addiction amongst 
the workforce may result in increased productivity and 
reduced workers’ compensation claims, absenteeism, 
theft, accidents, legal liability and turnover, as well as in 
lower medical and health benefit costs.  Due to the vast 
amount of time that people spend at work, businesses 
are in an excellent position to help employees, their 
families and their communities to combat substance 
abuse problems (Matlhape 2010).  

Hafer (2011) confirmed the benefits of workplace addiction 
programmes in exploring whether particular industries, 
occupations and demographic groups are more prone 
to substance abuse and addiction.  It was found that no 
one was immune to the problem and that, in addition, 
substance abuse occurs at all levels of the organisation.  
The company’s responsibility in terms of substance abuse 
programmes includes making information available about 
and increasing awareness of substance abuse as well 
as conducting interventions through written policies and 
providing employees with access to EAPs.  Companies 
often identify care of their community in their value 
statements.  These values align with the adoption of 
proper policies to combat substance abuse and addiction 
which, as stated above, is a community concern, more 
particularly in South Africa. 

In considering best practices in managing substance 
abuse the following section provides recommendations 
in terms of assessing the need for implementing a 
substance abuse programme, as well as suggestions 
for the utilisation of available resources and programme 
design.

ASSESSING THE NEED FOR A SUBSTANCE 
ABUSE PROGRAMME

A careful analysis of substance abuse and drug addiction 
patterns in the organisation must be conducted to 
determine the extent of the problem.  Sufficient information 
needs to be available and accessible for review and must 
consider the following.

Employee and business profile

Developing a demographic profile of the employees in 
a company is important starting point.  This profile can 
categorise workers by occupation, task performed and 
circumstances to assist in identifying particular areas 
of concern. Certain jobs that require people to work 
alone or off company premises may possibly encourage 
substance abuse or allow it to continue undetected 
(Hafer 2011).  Inherently risky jobs, such as those that 
involve the handling of dangerous materials, operating 
heavy equipment or vehicles, should also be considered 
as possible problem areas.  

In a study conducted by Roman and Blum (2006) it was 
revealed that substance abuse ranged from a low of 1.5 
per cent among female librarians to 50.5 per cent among 
male bartenders.  Eighteen to 25 year old employees, 
especially at entry level, were found to be the most 
likely to use illicit drugs, although no one individual or 
group was found to be immune to the risk of substance 
abuse and addiction. The construction, hospitality, 
warehousing and sales industries rank the highest in 
regard to substance abuse issues.  High-risk and safety-
sensitive organisations are therefore at greater risk when 
employees consume alcohol at work or when employees 
report to work under the influence of a substance (Smook 
et al 2014).



HUMAN CAPITAL MANAGEMENT, ORGANISATIONAL BEHAVIOUR AND LEADERSHIP
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  140
ISBN 978-0-620-71113-5

Health records

Information on workers’ compensation claims, accidents 
and medical claims provided by the human resource 
or health and safety departments may contribute to 
understanding basic substance abuse patterns and 
provide a point of referral for evaluating eventual 
programme success. This information could aid the 
organisation by creating a considered analysis of the 
causes and nature of substance abuse. These findings 
would inform solutions to suit different types and levels of 
substance abuse. 

Employee surveys

Valuable information may be provided by workplace 
surveys to uncover patterns of substance use and abuse.   
These surveys must be conducted anonymously to 
encourage participation and effectiveness.  Employees, 
who feel that they are at risk due to being substance 
abusers, but may be unable or unwilling to come forward, 
can have their issues addressed without fear of retribution 
(Hafer 2011). 

IDENTIFICATION OF RESOURCES 

Once the extent of the substance abuse has been 
assessed and the need to proceed determined, it becomes 
important to consider the resources available which will 
eventually comprise the content of the substance abuse 
management programme.  Resources imply investment 
and, in this case, take the form of people skilled in dealing 
with these issues and/or financial resources provided by 
the company.  It is vital that campaigns and programmes 
are supported, especially by senior management, as a 
part of an integrated culture change process.

External resources, such as community assistance, may 
be freely available.  Employers may contract a provider 
of an EAP to assess company needs, provide education, 
make referrals for treatment and follow up with employees.  
Information and assistance may also be sourced from state 
and local health departments, non-profit organisations, 
community-based substance abuse prevention groups, 

hospitals, health benefit providers, unions, chambers 
of commerce and industry, business organisations, 
and addiction mutual-help groups, such as Alcoholics 
Anonymous (AA) (Sieberhagen, Pienaar & Els 2011). 

DESIGNING A PROGRAMME

Senior management must be made aware of substance 
abuse problems within the organisation and substance 
abuse management programmes should be created.  
Primary and secondary prevention of substance abuse is 
essential in the work environment (NIAAA 2011). Primary 
strategy involves the prevention of abuse problems, 
while secondary prevention is seen as reducing existing 
issues.  Many organisations focus only on secondary 
prevention, even though primary prevention strategies 
have been found to be more cost effective over the long 
term (Hafer 2011). Some primary strategies include:

A policy on substance abuse

Setting policies on substance abuse in the workplace 
shows serious commitment to this issue.    Policies for 
managing substance abuse should include several 
factors (Hafer 2011).  Policies must have a foundation 
that stipulates the purpose, goals and justification of 
the policy, as well as clear statements with regard to 
acceptable and unacceptable behaviour in the workplace. 
Policies must also clearly state the consequences of 
violating the policy.  Policies must also give assurance of 
employee confidentiality, that the policy will be correctly 
and fairly administered, and emphasise that employees 
will be assisted to gain access to resources for the help 
they may require. Policies set in place afford protection to 
both employees and the employer.

A corporate culture with a focus on 
wellness 

Corporate cultures must be aligned with wellness goals 
with a commitment to improving the overall physical and 
mental well-being of employees.  Senior management 
must lead by example in this regard as they will influence 
employee decisions and behaviours (Hafer 2011).
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Awareness and education programmes

Providing information on substances and how they can 
negatively influence employees and the workplace is of 
great importance (Hafer 2011).  The workplace may be 
a key setting for addressing an employee’s off-the-job 
drinking problems (Roman & Blum 2006). Awareness aims 
to change the employee’s behaviour and may consist of 
an EAP, a health promotion programme, or both. 

Supervisory development programmes 
(SDP’s)

Line managers are able to identify and observe employee 
behaviours and problems as they work closely with 
employees on a daily basis. A SDP should provide line 
managers with the required interpersonal and technical 
skills to assist employees understand that intervention 
is needed in order to get help with their addiction (Hafer 
2011). 

Employers must be trained to deal with low performance 
employees who have substance abuse issues 
(Ghahremani, Tabibnia, Monterosso, Hellemann, Poldrack 
& London 2011).  However, no assumptions must be made 
about the nature or extent of employee’s problems.  Abuse 
should be managed and not diagnosed, thus employees 
need to be encouraged to consult with a substance 
abuse assistance programme and a trained professional 
(Ghahremani et al. 2011). 

An employee assistance programme (EAP)

An EAP is an in-house support structure or programme 
that is used to identify and resolve productivity issues with 
regards to employees that are constrained by personal 
concerns (Matlhape 2010). The key role of the EAP in the 
management of substance abuse has been confirmed 
in research (Smook et al 2014). Counterproductive 
behaviour due to substance abuse in the workplace may 
be displayed through violence, lateness, delinquency and 
absenteeism (Matlhape 2010). Corrective action must 
be taken regarding these behaviours in order to protect 
employees and employers from loss. EAP’s may lead to 
the retention of talent inside the organisation and improve 

productivity and profitability by preventing substance 
abusing employees reaching a point where they become 
unemployable (Smook et al 2014).  EAPs are therefore 
a strategic organisational tool and must be accessible 
anywhere in the organization to enhance employee 
wellbeing (Matlhape 2010).

The EAP is a support mechanism that assists employees 
in problem solving (Smook et al 2014). Where required, 
employees are referred to specialists who are trained 
and experienced in the management of substance 
abuse. Interestingly, statistics cited by Smook et al (2014) 
show that there is a lower referral rate by South African 
employers in comparison to self/family/friend or health 
professionals (doctor/psychiatrist/nurse). In addition, in 
the Eastern and Western Cape, referral by the employer is 
the lowest of all the provinces (6%). This could imply that 
the management of substance abuse in the Eastern Cape 
is not as vigorous as it should be. EAPs promote positive 
engagement in the workplace and could, in turn, foster 
employee loyalty.  Corporate image can be enhanced by 
developing EAPs that capitalise on the compassionate 
treatment of employees (Matlhape 2010; Mulkeen 2014).  
EAPs also help organisations to address their social 
responsibility requirements. 

Peer assistance as a strategy for managing 
substance abuse

A Peer Assistance and Review Programme (PAR) is 
a further intervention strategy aimed at dealing with 
substance abuse. This form of intervention is based on 
the principle that employees best know each other and 
can thus most appropriately intervene (Darling-Hammond 
2013).  These interventions involve casual talks among 
employees, daily interactions, working together on 
projects where solid relationships can be built and trust 
fostered (Cook & Schlenger 2008).  It is suggested that at 
least five years of working experience in the company and 
ample training is needed for PAR participants to handle 
different situations and make informed decisions (Darling-
Hammond 2013). 

On the basis of the literature review an empirical study 
was conducted to investigate the strategies utilised by 
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companies in Port Elizabeth to manage substance abuse 
in the workplace.  This was deemed important to establish 
whether best practices, as identified in the literature review, 
are indeed utilised.  The following section presents some 
of the findings of this survey.

METHODOLOGY

South Africa is known as a country where substance 
abuse is rife (Ramodibe 2011; Smook et al 2014). The 
economy, organisations and individuals stand to suffer 
negative consequences if substance is not addressed in 
an integrated manner (Matzopoulos et al 2014; Pasche & 
Stein 2012; Smook et al 2014).  The main problem of the 
study was therefore to identify best practices for managing 
substance abuse in the work place. 

The objectives of the study were to conduct a theoretical 
study to identify the nature of substance abuse in South 
Africa, the antecedents and consequences of substance 
abuse and best practices for managing substance abuse 
and conducting an empirical study to identify best practices 
applied by organisations in the Nelson Mandela Metropole 
to manage substance abuse. 
 
The study was conducted in 25 companies and a snowball 
sampling technique was used to identify participants who 
could contribute to the study in a meaningful way due 
to their experience with the management of substance 
abuse. The sample comprised HR managers, HR officers, 
supervisors, wellness managers and professional nurses 
who had experience in dealing with substance abuse 
in their organisations. A questionnaire was used as the 
data collection instrument. The questionnaire consisted of 
three sections: biographical details, company background 
information (such as years in operation, number of 
employees and turnover), and strategies for dealing with 

substance abuse.  

EMPIRICAL RESULTS

The majority of the companies surveyed (84%) had been 
in business for more than 20 years, employed more than 
200 employees, and had an annual turnover of at least 
R20 million. Most of the participants (64%) had more than 
six years of experience in the management of substance 
abuse with a self-perceived moderate to high level of 
competence in wellness/HR/EAP issues.

Roughly half of the respondents (52%) stated that 
substance abuse was a problem in their organisation. 
Alcohol, nicotine and cannabis were found to be the 
dominant substances abused.  Eighty-four per cent of 
the respondents stated that their companies had reported 
alcohol-related incidents during the previous three months.  
Considering that these incidents would be in breach of 
company policy and regulations, one would assume that 
they would result in either disciplinary action or wellness 
interventions. 

Interestingly, 24 per cent of the companies allowed 
unlimited and 28 per cent allowed restricted use of alcohol 
at company functions, which in the stricter sense of the 
word, might indicate conflicting values in terms of substance 
use/abuse and wellness.  Smookh et al (2014) refer to 
‘treating the company’ before treating employees and this 
could imply reconsidering the extent to which the culture 
of the company reinforces unacceptable behaviour.  In line 
with this assertion, forty five per cent of the companies 
surveyed indicated that they invested “enough money” to 
contain substance abuse and enhance wellness.  Table 1 
shows the frequency with which wellness education and 
aware campaigns were conducted at the participating 
organisations.
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TABLE 1: FREQUENCY OF WELLNESS EDUCATION AND AWARENESS CAMPAIGNS

Frequency of wellness campaigns Frequency Percentage

During orientation 5 21%

Once every year 8 33%

Twice a year 4 17%

Three times a year 1 4%

More often 6 25%

Total 24 100%

It is evident that almost all of the companies had 
strategies for preventing or reducing substance abuse 
in the workplace. In some companies (21%) these 
interventions were only introduced during orientation,  
or once a year (33%) while in other companies 
interventions of this nature were continuous. If continual 
campaigns to prevent substance do not occur, resources 
will be wasted because employees will not be reinforcing 
and exercising what they have learnt about substance 

abuse. If companies hold regular campaigns it also 
sends out a message that the company takes a firm view 
with regards to substance abuse. Communication about 
substance abuse should be continuous and intensive 
throughout the year and not take place only during 
orientation times.

Chart 1 shows the methods that were used to detect 
substance abuse in the workplace. 
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CHART 1: METHODS FOR DETECTING SUBSTANCE ABUSE

Analysing the employee profile (performance and 
absenteeism) and regular drug testing turned out to be the 
most used interventions to detect substance abuse while 
organisations also relied on employees self-reporting.  
It is considered good practice to focus on objective 
measures related to performance expectations rather than 
focusing on personal characteristics. Substance abuse 

is considered a wellness issue that should be dealt with 
professionally (Matzopoulos et al 2014; Smook et al 2014). 

Table 2 shows the results received for strategies used 
for managing substance abuse. The statements are 
presented in order of the highest to the lowest scores 
obtained.
 

TABLE 2:  STRATEGIES FOR MANAGING SUBSTANCE ABUSE 

No Statement Mean SD

1 Does not tolerate the trade of substances in the workplace and will dismiss 
employees 4.40 1.0

2 Keeps records of all incidents 4.24 1.1
3 Has a policy on substance abuse 4.12 1.3
4 Has a culture that enhances wellness 4.12 1.1
5 Strictly adheres to Occupational Health & Safety Act 4.12 1.0
6 Employees were aware of substance abuse policy 3.80 1.4
7 Top management supports prevention programmes 3.76 1.0
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8 Has a programme that deals with employees that abuse substances 3.72 1.3
9 Gives employees a “last chance” agreement 3.68 1.3

10 Has an EAP in place 3.68 1.4
11 Refers employees to in-house assistance 3.56 1.5
12 Efforts to reduce substance abuse positively affect productivity 3.48 1.2
13 Efforts to substance abuse have a positive effect on conflict in the workplace 3.40 1.0

14 Top management receives training to deal with substance abuse cases 3.32 1.4
15 Substance abuse trends were identified through screening and assessment 3.28 1.1
16 My company was effective in helping employees to quit the use of substance 3.08 1.2
17 Makes use of peer assistance to eradicate substance abuse 2.96 1.1
18 Employees were encouraged to make use of smoking cessation programmes 2.88 1.3
19 My organisation continuously campaigns substance abuse in the workplace 2.84 1.4
20 Trains supervisors to deal with substance abuse issues 2.76 1.0
21 Makes use of pharmacological aids in its fight against substance abuse 2.68 1.0

22 Measures the benefits of training supervisors to deal with substance abuse 
issues 2.64 0.9

In general, the results indicate that the companies surveyed 
had policies and procedures in place to deal with substance 
abuse and that they did promote an organisational culture of 
wellness.  It was also believed that these interventions did 
have a positive impact on performance and conflict. Though 
top management supported prevention programmes (mean 
3.76) and received some training in dealing with substance 
abuse (mean 3.32), it appears that supervisors were less 
exposed to training (mean 2.72) and that the benefit of 
training supervisors was not measured (mean 2.64). While it 
seems that employees were referred to in-house assistance 
(mean 3.56) the standard deviation for this statement was 
quite high (1.5), implying that there was disagreement in 
terms of this statement. While supervisors are directly 
involved with employees, there is merit in equipping 
them with the necessary competencies and skill to deal 
effectively with substance through identification and referral 
of such cases (Ghahremani et al 2011). In this study, there 
was agreement that organisations gave their members a 
‘last chance agreement’ (mean 3.68).  If substance abuse 
is not identified early on and dealt with immediately, this 

‘last chance’ may occur too late in the process. Another 
approach that seems underutilised is the involvement 
of peer assistance, as suggested by Darling-Hammond 
(2013). Cook and Schlenger (2008), who documented 
the effectiveness of peer assistance in changing a deeply 
entrenched workplace drinking culture. In this study, the 
respondents were uncertain of whether their companies 
were effective in assisting employees quitting the use of 
substances (mean 3.08) which implies that there is room for 
improvement and for identifying high-impact interventions.  
Burnhams and Parry (2015) assert that substance abuse in 
the workplace should be approached from a more evidence-
based approach. 

RECOMMENDATIONS 

The study set out to investigate substance abuse 
management practices in the workplace. The following 
recommendations emerged from both the literature review 
and the empirical study:
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• Managers must acknowledge that substance 
abuse is a problem in South Africa and South  
African organisations and take note that early 
interventions are required to prevent potential 
dire consequences for both the organisation and 
individual.  

• Managers need also to take note that besides 
a predisposition to substance abuse and socio-
economic conditions, the contemporary workplace 
itself it a main antecedent of stress that could result in 
increased substance abuse. 

• Leadership, positive relationships and trust are 
important in countering the negative effects of change 
and increased work demands.

• Providing opportunities for unlimited or limited 
consumption of alcohol at organisational functions 
while providing resources for wellness strategies 
might be counterproductive. 

• A holistic approach involving all stakeholders, 
including senior management, wellness  
champions, line managers, employees  
and their peers, is required to manage substance 
abuse. 

• To utilise resources for managing substance abuse 
effectively, high impact interventions should be 
identified.

• Supervisors need adequate training to ensure 
that the process of identification and dealing with 
substance abuse is not drawn out and that last-
chance agreements become merely formality before 
an employee is dismissed. 

• Early referral to EAP coordinators and specialists are 
therefore imperative. 

• Regular internal organisational campaigns should be 
used to create awareness about substance abuse as 
well as encourage a healthy lifestyle both within and 
beyond the workplace. 

• Socio-economic factors emerged as a major reason 
for substance abuse in South Africa. By supporting 
struggling communities where these problems are 
more typically encountered, organisations could 
make a positive impact (Asagba 2008). Examples of 
this support include providing sports sponsorships 
and developing programmes to assist local youth 
to create businesses. Socio-economic problems 
leading to substance abuse may be ameliorated 
when individuals are able to finding meaning in life or 
something of value to keep them busy (Asagba 2008).  

• Alcohol and nicotine were identified as commonly 
abused in the workplaces surveyed. These 
substances are socially accepted but organisations 
still need to educate their employees about the 
dangers of smoking and alcohol abuse. 

• Resources should be made available to help 
employees overcome problems that lead to substance 
abuse as well as deal with substance abuse itself. 
The development of interpersonal relationships is 
a key factor in the training of supervisors and their 
involvement in helping to reduce substance abuse.

• Employees may be more comfortable discussing 
issues with peers who may be seen as leaders in a 
community, thus making them more suited to assist 
and help other employees. 

CONCLUSION

Prevention is better than cure and organisations need 
to give attention to employee wellness and create 
an environment of positive leadership, supportive 
relationships and trust.  By utilising best practices the 
management of substance abuse in the workplace can 
be vastly improved.  The establishment of substance 
abuse management programmes by organisations can 
address the problems associated with drug and alcohol 
which impact on organisational productivity.   If properly 
researched, designed and implemented on the basis of 
accurate data and with the support of appropriate resource 
sources programmes become cost effective and benefit 
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the individual, their families, communities and employers. 
Furthermore, effective substance abuse management 
programmes incorporating company policies outlining 
specific organisational practices will protect both the 
organisation and their employees, as well as enhance the 
reputation and profitability of the organisation.  
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ABSTRACT

The root causes of more and more occupational health and 
safety incidents are no longer as a result of mechanical or 
systems failure, but instead originate from the attitude, values 
and beliefs of management and employees with regard to the 
significance of safety, also known as the safety culture. This has 
ignited a rising interest in the concept of safety culture among 
organisations because of the positive impact on occupational 
health and safety in reducing the potential for fatalities, injuries 
and workplace incidents.

Therefore, the objective of the study is to explore the 
fundamental components conducive to an effective safety 
culture. These components include management and 
employee commitment to health and safety, accountability 
and involvement, communication and trust, risk awareness 
and compliance, competency and learning and finally 
recognition. Most of the components can be assigned to the 
artefact level or a combination of the level of artefacts and 

espoused values with only a small number more appropriately 
associated with the level of basic assumptions. An empirical 
study was conducted through a quantitative research 
approach in the form of a safety climate questionnaire. The 
target population consisted of first-line managers and non-
managerial personnel within the production, maintenance, 
laboratory, technical, and the safety, health and environment 
departments in a petrochemical organisation.  In light of the 
results emanating from the empirical study it can be concluded 
that an overall positive perception was observed towards the 
selected safety culture components indicative through the 
mean response scores above the neutral scale of 3. Older 
and more experienced employees demonstrated a more 
positive response to safety compared to younger employees. 
However, several distinctive safety culture shortcomings were 
also identified.

Keywords: Management commitment, accountability, 
safety culture, risk awareness, safety culture components, 
communication, trust, competency, learning
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INTRODUCTION

The concept of safety can be defined as the smallest 
possible or acceptable risk, whereas risk is the product of 
possible damages and the probability of their occurrence 
(Grote, 2007). Organisations that manage their risks best 
not only create a safer workplace but also an environment 
to reap the most profit. Those organisations that fall short 
are either perceived as dangerous or require making 
drastic changes such as scaling down their operations in 
order to achieve acceptable levels of safety performance 
(Hudson, 2001).

International research indicates that internal health 
and safety organisations (HSO) and health and safety 
committees do not have the intended impact on companies’ 
safety performance. However, according to Nielsen (2014), 
a marked improvement in HSO performance, interaction 
patterns concerning safety, safety culture indicators, and a 
changed trend in injury rates has taken place. Over the past 
two decades, a fundamental need has grown for change 
in the level of ‘acceptable’ occupational health and safety 
(OHS) performance, especially in the petrochemical industry. 
Traditionally, the focus has been on safety management 
systems and risk identification through techniques such 
as hazard and operability studies (HAZOP), fault tree 
analysis (FTA), layers of protection analysis (LOPA) and the 
installation of appropriate monitoring equipment. However, 
these regulating systems and technical methods are far from 
superior as their focus is generally limited to analysing the 
physical and chemical aspects and not human behaviour 
(Knegtering & Pasman, 2009). 

The root cause of many major worldwide accidents including 
the Chernobyl catastrophe has been attributed to failures 
arising from the culture of the organisation rather than 
mechanical failure (Hudson, 2007; Knegtering & Pasman, 
2009). Other well-known incidents occurring as a result 
of organisational culture shortfalls include the loss of the 
space shuttle Columbia (NASA, 2003) and railway disasters 
such as Clapham Junction (Hidden, 1989), Ladbroke Grove 
(Cullen, 2001) and the Waterfall disaster (McInerney, 2005). 
In South Arica, two of the biggest occupational incidents 
include the Kinross gold mine disaster in 1986 and the St 
Helena mining incident in 1987 (Dixon. 2001).

Companies that have developed effective safety cultures 
understand the psychology of why employees behave in a 
certain way and ultimately how to get employees to actively 
care about safe behaviour (Troxell, 2009).

Research has demonstrated that the relationship between a 
positive safety culture and world-class safety performance 
is unequivocal (Gardner, 1999; Gregory, Harris, Armenakis 
& Shook, 2009: Olive, O’Connor & Mannan, 2006). The 
reality, however, is that many organisations vary in their 
understanding of the concept of safety culture and the steps 
necessary to influence it in a positive way (IAEA, 2002).

Problem statement and objective

Most organisations consider themselves to have good 
technical controls and management systems and are 
seeking to achieve the engagement and involvement of 
their people in bringing about further improvement beyond 
the stagnant low or roller-coaster occupational incident 
rate trend (Fitzgerald, 2005). Although a remarkable 
improvement has been shown in the recordable injury rate 
compared to previous years, a persistent roller-coaster 
trend in the employee and service provider fatality rate 
has been observed (Sasol, 2009; Engen, 2009; Shell, 
2009). This distressing matter has brought about the 
evaluation of occupational health and safety management 
in the South African petrochemical environment through 
the execution of an external safety review.

The safety review report revealed that clear, noticeable 
signs have been observed in the mind-set change of 
employees concerning the true meaning of safety, although 
continuous improvement efforts are critical to achieve 
world-class safety performance. The report findings were 
indicative of hesitant progress towards the development 
of a mature, interdependent safety culture (DuPont, 
2005). Creating a safe working environment presents no 
obstacles to being competitive and successful. In fact, 
no country and no company in the long run has been 
able to grow to a high level of productivity without making 
sure that the work environment is safe (Heymann, 2003). 
Safety performance has become synonymous with 
good business performance. For many manufacturing 
organisations, safety performance forms part of their 
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key business indicators, which encourages employees’ 
behaviour to prevent workplace accidents (Fernández-
Muñiz, Montes-Peón & Vázques-Ordás, 2009). Smallman 
and John (2001) also state that increasing and repetitive 
accidents can adversely affect the firm’s image and 
reputation, provoking a severe deterioration in its public 
relations as well as customer loyalty.

A safety management culture is therefore of utmost 
importance in the business environment and solutions 
should be presented through research of safety problems. 
The objective of this study consequently will be to identify 
the different components or characteristics conducive 
to an effective safety culture as well as the stages of 
maturity towards such a culture.

Literature review

In the absence of an integrated safety management 
philosophy and a strong safety culture, any improvements 
will likewise be short term (Yu & Hunt, 2004). Since the 
International Atomic Energy Agency (IAEA, 2002) reported 
on the Chernobyl disaster, high-risk industries across the 
world have been showing a rising interest in the concept 
of safety culture as a means of reducing the potential 
for large-scale disasters and safety incidents (Clarke, 
2003; Cooper, 2000; Hudson, 2003; Mearns, Rundmo, 
Gordon & Fleming, 2004; Sorensen, 2002; Vredenburgh, 
2002). Studies have shown that engineering controls and 
safety management systems are essential in reducing 
OHS incidents, but in isolation of a strong safety culture 
the residual performance gap is almost impossible to 
overcome (IOSH, 2004).

Attitudes and values regarding safety originate from the 
safety culture of the organisation, which is a sub-facet 
of organisational culture (Cooper, 2000). It is therefore 
necessary to briefly refer to the concept of organisational 
culture as the review of safety culture may not be complete 
without it. 

The notorious concept of organisational culture has grown 
throughout the years as one of the most academically 
researched and controversial subjects in management 
research and practice (Asif, 2010). This interest grew 

from the acknowledgement that an organisational culture 
is a key driver of employee attitudes and behaviour, 
which ultimately influences organisational effectiveness 
and performance (Balthazard, Cooke & Potter, 2006; 
Kreitner & Kinicki, 2007). 

One of the pioneers of organisational psychology, Edward 
Schein (2004), defined organisational culture as a set of 
shared, taken for granted, implicit assumptions that a 
group holds and that determine how it perceives, thinks 
about and reacts to various environments. In simple 
terms, it is also referred to as “the way we do things 
around here” (Schein, 2009). It contains the written and 
unwritten prescriptions and norms within the internal 
environment of the organisation and, not only does it 
provide guidance, but also influences behaviour (Kreitner 
& Kinicki, 2007). Organisational culture is passed on to 
new employees through the process of socialisation 
and commonly manifests itself on three fundamental 
levels: observable artefacts, espoused values and basic 
assumptions (Schein, 2004). These different levels vary 
in terms of outward visibility and resistance to change 
(Kreitner & Kinicki, 2007).

It is important to note that no organisational culture 
exists on its own. Every organisation will display a 
dominant culture but will also contain fragments of other 
cultures usually in the form of subcultures varying from 
geographical subcultures to social subcultures (Hofstede, 
1998). The interaction between these subcultures could 
have a significant effect on the overall organisation’s 
performance (Kreitner & Kinicki, 2007). Understanding 
the different subcultures within any organisation can 
explain the reason why some organisations exhibit 
dysfunctional behaviours that are counter to their 
espoused values, which often hinder organisational 
efficiency and effectiveness. Employees may not behave 
in ways that promote efficiency and effectiveness if doing 
so is inconsistent with their reference prevailing culture 
(Balthazard et al., 2006). 

These different subcultures are also found in the safety 
culture of the organisation in the form of improvement 
stages and therefore explain the reason for different 
perceptions and behaviours when it comes to health and 
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safety, which also affects the organisation’s overall OHS 
performance (Hudson, 2003). 

The concept of an organisational safety culture is certainly 
not a new phenomenon, making its first appearance 
in 1987 in the OECD Nuclear Agency report in the 
aftermath of the 1986 Chernobyl disaster (INSAG, 1999). 
Since then, a rising interest in this concept was ignited 
because of the positive impact on occupational health 
and safety in reducing the potential for fatalities, injuries 
and workplace incidents (Choudhry, Fang & Mohamed, 
2007). 

As with the concept of organisational culture, there is a 
range of definitions cited by public enquiries and research 
bodies. The commonalities among these definitions bring 
about the following fundamental description shaping 
the essence of safety culture: The product of individual 
and group values, attitudes, competencies and patterns 
of behaviour that determine the commitment towards 
the reduction of employees’ exposure to occupational 
hazards and the prevention of accidents. In other words, 
safety culture is the part of the organisational culture that 
concerns employees’ attitudes and behaviours concerning 
health and safety in the workplace (Cooper, 2000).

Similar to organisational culture, safety culture can 
also be examined based on the three levels of culture, 
observable artefacts, espoused values and basic 
assumptions. Artefacts are the easiest to observe, but 
are the most difficult to interpret. Knowledge of espoused 
values will assist in understanding where these artefacts 
originate from, but it is only when the basic assumptions 
are understood that the true meaning of the components 
at the artefact level will become apparent (IAEA, 2000).

While there are somewhat differing perspectives within 
the classification of safety culture, there appears to be a 
general agreement when it comes to extracting culture 
into its sub-components. Fleming (2001) considers 
the following as the most influential components in an 
organisational safety culture: commitment, involvement, 
competence, accountability, communication, learning, 
trust, risk awareness, recognition.
The above components play an essential role in establishing 

a good foundation for safety culture in an organisation. 
Although it is difficult to understand the dynamics behind 
some of these components within an organisational culture, 
all of the components can be observed and measured to a 
certain degree, thereby creating a better understanding of 
the safety culture maturity (IAEA, 2002).

The term safety climate is used to describe shared 
employee perceptions of how safety management is being 
practised in the workplace at a particular moment in time 
(Cooper & Philips, 2004). It is therefore an articulation 
of safety culture (Walker, 2009). These descriptive 
perceptions provide an indication of the true priority of 
safety in an organisation with regard to other priorities such 
as production or quality. Guldenmund (2000) formalises 
this by proposing that culture should be reserved for 
Schein’s level of basic assumptions, while climate should 
be used for his espoused values and the artefacts they 
give rise to. 

Safety climate is regarded as a manifestation of safety 
culture in the behaviour and expressed attitude of 
employees and is most often used to determine the level 
of safety culture maturity of an organisation by means of 
empirical survey analysis (Mearns, Whitaker & Flin, 2003).

In light of the preceding discussions, it appears reasonable 
to conclude that safety climate is a distinct dimension of 
safety culture that lends itself to the measurement of health 
and safety perceptions within the organisation. It is also 
important to note that the safety climate of an organisation 
has a profound influence on its overall safety culture. If 
employees’ own values, attitudes and perceptions are not 
supportive of or comply with safety rules or regulations, 
the safety culture will be negatively impacted (Furness & 
Muckett, 2007).

Research methodology

In safety culture research, the quantitative measurement of 
organisational culture has been the predominant assessment 
approach (Guldenmund, 2007). This approach, however, is 
limited to the observable and measurable manifestations of 
culture known as the organisational safety climate. These 
shallower layers of culture are more explicit and can be 
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appropriately studied using a structured and quantitative 
approach generally explored through a questionnaire survey 
(Ashkanasy, Wilderom & Peterson, 2000). The quantitative 
data generated from a climate assessment provide a 
useful indication of where an organisation’s strengths and 
weaknesses may lie (Fitzgerald, 2005).

Although the exclusive use of quantitative assessment of 
organisational culture has been criticised in the past, it is 
generally agreed that surveys or questionnaires represent 
an efficient and standardised means of tapping the shallower 
levels of Schein’s typology. For the purpose of this study, 
the use of a quantitative research approach by means of 
a self-completed safety climate questionnaire was deemed 
acceptable.

Questionnaire design

The self-completed questionnaire used in this study was 
designed to access the perceived maturity level of the 
safety culture within the South African petrochemical 
industry based on the key components of a safety culture 
as discussed in the literature review. The questionnaire 
was designed to assess each of the key aspects conducive 
to an effective safety culture in the form of statements 
that capture the essence of each component. A total of 
50 statements referring to the six selected components 
were randomly listed and a five-point Likert scale was 
used in order to evaluate the subject’s agreement with 
each statement.
 
Some of the selected components have been grouped 
together due to integrated similarities and to simplify 
analyses. The safety culture components evaluated in 
the questionnaire were selected based on the agreement 
to relating academic research (Choudhry et al., 2007; 
Fleming, 2001; Fitzgerald, 2005; Hudson, 2001) as well 
as relevance to the petrochemical environment.

Sample population

The sample used in this exploratory study is a convenience 
sample. Consequently, statistical significance (p-values) 
should be considered with caution. Rather, practical 
significance is important (Ellis & Steyn, 2003). The study 

population for the empirical study consisted of first-line 
managers and non-managerial personnel within the 
production, maintenance, laboratory, technical and safety, 
health and environment departments. The particular 
departments in the study population were selected 
based on their day-to-day exposure to occupational 
safety risks. Management levels higher than first-line 
management were excluded from the study and should 
be considered in potential future studies. Considering 
that the size of the petrochemical industry in South Africa 
exceeds 120 000 people (Labour SA, 2008), this study 
will focus its efforts on the population within the above-
mentioned five departments in a single petrochemical 
organisation. These five departments of interest consist 
of 358 employees (N) who form the study population

This sample consisted of 90 production employees, 75 
maintenance employees, 10 laboratory employees, five 
safety officers and 20 employees from the technical 
department. These proportions roughly represent the 
department size proportions in the study population. 
Respondents in each department were selected on the 
basis of easy accessibility. From the 200 questionnaires 
distributed, 93 (n) fully completed questionnaires were 
returned before the cut-off date, which constitutes a 47% 
response rate. The reason for the relatively low response 
rate is because a high number of participants are shift 
workers and therefore not always on duty depending on 
their work schedule and overtime limitations.

The safety culture components evaluated in the 
questionnaire were selected based on the agreement 
to relating academic research (Choudhry et al., 2007; 
Fleming, 2001; Fitzgerald, 2005; Hudson, 2001) as well 
as relevance to the petrochemical environment.

Data collection

The questionnaires were distributed and collected by the 
leaders or first-line management of each of the different 
departments of interest. The questionnaire was tested 
on six employees in the production department. Based 
on face validity, careful consideration was given to the 
language, logic and sensitivity of the statements. After 
adjustments were made no further changes were deemed 
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necessary. The researcher took the necessary steps to 
ensure anonymity and confidentiality. The ethicality of the 
questionnaire was established and the confidentiality of a 
respondent’s identity and information assured. Permission 
to conduct this research was granted by the petrochemical 
company as well as the university involved.

Demographic information

The majority of respondents (92.5%) were male, which was 
not an unexpected outcome as the male workforce currently 
dominates more than 80% of positions in the chemical industry 
(Labour SA, 2008). A fairly equal spread with the highest 
percentage of respondents being between the ages of 25 
and 35 (29%) and between 45 and 55 (27%) was recorded. 
Two thirds of the respondents represented the production 
department and 18% were from the maintenance division. 
The remaining portion was made up of 8.6% in the technical 
group, 4.3% from  the safety, health and environment team 
and 2.2% representing the laboratory or analytical section. 
The vast majority of participants have more than 10 years of 
experience. It is interesting to note the difference in distribution 
between one to five years of experience and five to 10 years 
of experience, and that the majority of respondents were 
non-managerial employees with approximately 10% of 
participants in a first-line management position. 

Findings and discussions

Statistical analysis

The data collected were analysed using statistical software 
packages including Statistical Package for Social Sciences 
(SPSS, 2009) and Statistica (Statsoft, 2011). The statistical 
analysis consisted of two phases. Firstly, descriptive 
statistics were explored for each of the statements. The 
reliability or internal consistency of the six components of 
the questionnaire was assessed by calculating Cronbach 
alpha coefficients with the main focus to provide evidence 
that the components form reliable constructs for the purpose 
of this study. 

Table 1 shows the Cronbach alpha coefficients for each of 
the six components of the questionnaire. Recognition (F) as 
a component was removed because all of the six statements 
in this component recorded an alpha coefficient of less than 
0.600 (0.391-0.586). The results obtained from the iterative 
reliability analysis for the statements forming part of the A, B 
and C components yielded alpha coefficients indicating an 
acceptable reliability, while in the case of D and E, certain 
statements had to be removed to obtain an acceptable level 
of reliability.

TABLE 1: ITEM RELIABILITY ANALYSIS – CRONBACH’S ALPHA COEFFICIENT

Statements Component Cronbach’s alpha coefficients 
A (12) Management & employee commitment 0.719
B (7) Communication & trust 0.724
C (9) Accountability & involvement 0.706
D (7) Competing & learning 0.571 (0.666)*
E (9) Risk awareness &compliance 0.592 (0.712)*
F (6) Recognition 0.552 (0. - )#

*    Certain statements of D and E had to be removed to obtain an acceptable level of reliability.

#   Recognition as a component was removed because all six statements recorded an alpha coefficient of less than 0.600 (0.391-0.586)
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The second phase of analysis describes the inferential 
section of the study. Statistically and practically significant 
relationships between the different demographic variables 
were explored by means of independent samples t-tests, 
analysis of variance (ANOVA) tests and Spearman rank 
correlations, based on the data collected from the safety 
climate questionnaire.

Descriptive statistics of resultant components

In the case of the management and employee commitment, 
only three out of the 12 statements have a response greater 
than 4.00, implying an inclination towards strong positive 
agreement with the associated statements, the majority of 
statements scored a mean value greater than the neutral 
response of 3.00, indicating an inclination towards positive 
agreement. More than 92% of the participants believe 
that sufficient time and effort are devoted to safety, with 
76% of respondents acknowledging that management’s 
commitment to safety is visible through their actions. This 
is a positive result and essential in the development of a 
strong safety culture. The majority of respondents (82%) 
also agreed that management cares about the safety 
and well-being of their subordinates, with 76% approving 
that management attentively listens to employees’ safety 
suggestions and takes appropriate action.

The most negative response received is the perception 
that although safety is regarded as top priority it is 
sometimes overlooked or bypassed due to productivity 
and cost implications. More than 47% of respondents 
agreed with this statement with only 35% indicating the 
opposite – that safety is always favoured above profit. This 
finding is of significant importance as it not only contradicts 
management’s commitment to safety, but also diminishes 
the importance of the safety value communicated through 
management (Furness & Muckett, 2007).

In the case of communication and trust, seven statements 
revealed a mean response greater than 3.00, indicating 
a positive agreement towards communication and trust. 
It is, however, observed that two statements revealed a 
response lower than 3.00, indicating a negative agreement 
towards communication and trust. The bulk of respondents 
(91%) indicated a positive agreement with the statement 

that relevant safety information is regularly communicated 
with 76% agreeing that management practises an open 
door policy when it comes to safety issues. A high number 
of respondents (88%) revealed that safety information is 
shared with other departments and organisations although 
approximately 50% indicated that employees tend to refrain 
from sharing information regarding near miss incidents.

The descriptive statistics indicate that there appears to be 
an open communication channel between management 
and subordinates, which is a positive observation, although 
it seems that an atmosphere indicative of intimidation or 
retribution prevails when raising issues such as near miss 
incidents or mistakes leading to half of the respondents 
agreeing that employees tend to withhold information. 
In the consequential absence of a ‘no blame’ culture, 
the advancement in safety culture would prove severely 
challenging if not impossible (Hudson, 2001).

Accountability and involvement revealed a mean response 
greater than 3.00 for all nine statements, thereby 
suggesting a positive inclination towards accountability 
and involvement. Almost all respondents (96%) indicated 
that every individual is accountable for safety and 
everyone’s safety is equally important. This perception 
was emphasised by the positive agreement (82%) that 
safety is part of the organisational culture. This is a positive 
observation although somewhat opposing if compared to 
the previous finding that 34% of respondents indicated 
that the reason for not achieving safety targets is because 
not everyone values safety as important. When it comes to 
decisions relating to safety, 62% of respondents indicated 
that employees at all levels are involved in decision-
making. These findings support the observation that the 
current safety culture still has some deep roots anchored 
into a dependent safety culture. 

The response to the statements forming part of the 
component competency and learning revealed a 
mean response greater than 3.00 for five out of seven 
statements, indicating a positive agreement with 
competency and learning. It is, however, observed that 
two statements revealed a response lower than 3.00, 
indicating a negative agreement with the component 
competency and learning. 
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The majority of respondents (87%) indicated that their 
organisation learns from past mistakes and takes 
appropriate action to prevent re-occurrences, with only 
24% indicating that the same incidents occur repetitively. 
However, a neutral response was obtained for the statement 
noting that solutions to safety problems are most often short 
term and do not address the root cause. It is interesting 
to note that 46% of respondents agreed that the majority 
of incidents occur due to a culture weakness rather than 
mechanical failure. This observation is in agreement with 
the literature stating that the dominant root cause of more 
and more incidents is due to failures arising from the culture 
of the organisation rather than due to technical failure 
(Hudson, 2007; Knegtering & Pasman, 2009).

Regarding risk awareness and compliance, six out of 
the nine statements revealed a mean response greater 
than 3.00, indicating a positive agreement with risk 
awareness and compliance. It is, however, observed that 
three statements revealed a response lower than 3.00, 
indicating a negative agreement with the safety culture 
component, risk awareness and compliance. The majority 
of respondents (86%) indicated that most employees are 
aware of the potential hazards in their work environment 

and identifying these hazards is part and parcel of their 
daily jobs. Most respondents (86%) indicated that doing 
things safely has become a habit rather than an obstacle 
and is perceived a condition of employment although 
not officially the case. Respondents reacted positively 
(73%) with regard to the adherence to instructions and 
procedures although 19% indicated that some employees 
often by-pass safety systems or procedures to complete 
their work faster.

On a negative side, 54% of the respondents agreed than 
some individuals get away with unsafe acts and 59% 
indicated that the organisation often becomes complacent 
when all goes well after which incidents occur. Although 
participants believe that working safely has transformed 
into a habit for most employees, the majority (80%) agrees 
that mere compliance with safety rules and regulations is 
perceived as adequate.

Figure 1 shows the mean values for the response to each 
of the five safety culture components. It is noteworthy that 
all five components share mean values higher than the 
neutral response of 3.00, and therefore all the components 
reflect a positive sentiment towards safety culture.
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Demographical variables and safety culture 
components

In this section, the results of the second phase of 
statistical analysis will be discussed, which describes the 
relationship between the demographic variables and the 
five reliable safety culture components. Depending on the 
nature of the demographic variable, that is, the number 
of categories it consists of, either an independent sample 
t-test or ANOVA will be used. Spearman correlations 
are also calculated to determine internal correlations 
among the five safety culture components. In this section, 
statistical significance (p-values) and practical significance 
(effect sizes) are reported for the sake of completeness. 
However, p-values and inferences to the study population 
should be considered with caution, since the sample was 
a convenience, rather than a random sample from the 

study population. Emphasis should be placed on practical 
significance for the sample at hand.

Comparing the males versus females in the gender 
issue, it does not appear, based on rough analysis, that 
a noticeable difference exists. In order to confirm this 
observation, an independent sample t-test was done. 
The results of the t-test are depicted in Table 2. From 
the independent sample t-test, it is clear that there is 
no statistically significant difference in the mean scores 
between the two gender categories for each of the five 
safety culture components (p-values > 0.05). Cohen’s 
d-values indicate a small effect size (practically significant 
difference) for each of the components (between 0.044 
and 0.287).  Therefore, no statistically neither practically 
significant differences exist between the male and female 
respondents for each of the safety culture components. 
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TABLE 2: INDEPENDENT SAMPLE T-TEST FOR THE GENDER CATEGORIES

Safety culture component t-statistic degrees of 
freedom p-value d-value

Management & employee commitment  -0.744 91 0.322 0.287

Communication &  trust  -0.456 91 0.562  0.176

Accountability &  involvement 0.478 91 0.476 0.184

Competency &  learning 0.659  91 0.325 0.253

Risk awareness & compliance  -0.112 91  0.905  0.044

With regard to age, the respondents in the age group 
between 25 and 35 revealed the lowest mean values for all 
of the safety culture components, whereas the respondents 
in the next age group, between 35 and 45, revealed the 
highest mean value responses for all components except 
for the component, competency and learning. Employees 
older than 35 reacted more positively in relation to all 
statements than compared to younger employees within 
the age group between 25 and 35 years showing the least 
agreement to the 50 statements listed in the questionnaire 
with an overall mean value of 3.46. The age group younger 
than 25 years revealed an overall mean value of 3.48, 
slightly above their more senior colleagues. 

It was noted that the components, management and 
employee commitment, accountability and involvement 
and risk awareness and compliance each reveals a 
p-value < 0.05 indicating a statistically significant difference 
between the mean values for different age groups within 
these three components. 

Results of the ANOVA omnibus noted that the components, 
management and employee commitment, accountability 
and involvement and risk awareness and compliance 
each reveals a p-value < 0.05, indicating a statistically 
significant difference between the mean values for different 

age groups within these three components. To determine 
which of the age groups within these three components 
are causing the distinction, post-hoc tests have been 
conducted in which the p-values and effect sizes are 
evaluated between the age groups for each of the three 
components. Discussions will focus on the interpretation 
of the effect sizes (practical significance). 

Table 3 shows the post-hoc test results comparing 
the different age categories within the component, 
management and employee commitment; accountability 
and involvement; and risk awareness and compliance. 
In the case of management and employee commitment, 
a practically important difference exists between the age 
categories, 25 to 35 years and 35 to 45 years, revealing 
an effect size of 0.925. A medium to strong practically 
significant difference is also observed between the 
categories 25 to 35 years and older than 45 years, with a 
resulting effect size of 0.613. Small practically significant 
differences are observed between age groups less than 
25 years and 25 to 35 years, less than 25 years and 35 to 
45 years, with resulting effect sizes of from 0.328 to 0.365, 
respectively. An interesting observation is the insignificant 
practical difference between the youngest respondents, 
less than 25 years, and the oldest, older than 45 years, 
with a resulting effect size of 0.132.
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TABLE 3: POST-HOC TESTS: COMPARISON BETWEEN AGE CATEGORIES FOR COMPONENTS

Component Age group  <25 years 25-35 years 35-45years >45years

Management & employee commitment < 25 years -  0.642  0.557 0.965

(0.328) (0.365) (0.132)
25-35 years 0.642  - 0.068  0.146

(0.328) (0.925) (0.613)
35-45 years 0.557 0.068 -  0.836

(0.365) (0.925) (0.317)
> 45 years 0.965 0.146 0.836

(0.132)  (0.613)  (0.317)

Accountability & involvement < 25 years - 0.827 0.379 0.883
(0.240) (0.450) (0.205)

25-35 years 0.827 - 0.073 0.172
(0.240) (0.818) (0.528)

35-45 years 0.379 0.073 - 0.818
(0.450) (0.818) (0.359)

> 45 years 0.883 0.172 0.818 -
(0.205) (0.528) (0.359)

Risk awareness & compliance < 25 years - 0.957 0.105 0.241
(0.126) (0.571) (0.468)

25-35 years 0.957 - 0.282 0.283
(0.126) (0.644) (0.495)

35-45 years 0.105 0.282 - 0.976
(0.571) (0.644) (0.155)

> 45 years 0.883 0.172 0.818
(0.205) (0.528) (0.359)

  

The results of the ANOVA test of the tenure categories 
indicate that the components, management and employee 
commitment, communication and trust, and risk awareness 
and compliance each reveals a p-value < 0.05, indicating 
a statistically significant difference between the mean 

values for different tenure categories within these three 
components. The results for the post-hoc tests comparing 
the different tenure categories within the components are 
shown in Table 4.
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Table 4: Post-hoc tests: Comparison between tenure categories for components.

Component Tenure < 5 years 5-10 years >10 years

Management & commitment < 5 years - 0.088 0.800
(0.853) (0.151)

5 – 10 years 0.088 - 0.036
(0.853) (1.078)

> 10 years 0.800 0.036 -
(0.151) (1.078)

Communication & trust < 5 years - 0.144 0.879
(7.104) (5.097)

5 – 10 years 0.144 - 0.078
(7.104) (0.102)

> 10 years 0.879 0.078 -
(5.097) (0.102)

Risk awareness & compliance <5 years - 0.747 0.045
(0.271) (0.536)

5 – 10 years 0.747 - 0.754
(0.271) (0.295)

> 10 years 0.045 0.754 -
(0.536) (0.295)

                                  
It can be seen that for the component management and 
employee commitment the differences between the tenure 
categories less than five years five 5 to 10 years as well as 
between five to 10 years and greater than 10 years are of 
practical importance resulting in a Cohen’s d-value of 0.853 
and 1.078, respectively, implying practically significant 
differences between the groups. It is interesting to note 
that there is no practically significant difference between 
tenure of less than five years and more than 10 years 
revealing a d-value value of 0.151. For the component 
communication and trust, the differences between the 
tenure categories less than five years and five to 10 years 
as well as between less than five years and greater than 
10 years are of practical importance resulting in a Cohen’s 
d-value of 7.104 and 5.097, respectively. In contrast to 
the component management and employee commitment, 
there is no practically significant difference between 
tenure of five to 10 years and more than 10 years for the 

component communication and trust, revealing a Cohen’s 
d-value of 0.102. It can be seen that for the component 
risk awareness and compliance the differences between 
the tenure categories less than five years and greater than 
10 years are of moderate practical significance resulting in 
a Cohen’s d-value value of 0.536.

Considering the different department in the organisation, it 
was clear that the majority of respondents were from the 
production (66.7%) and maintenance department (18.3%). 
It was therefore decided to conduct an independent 
sample t-test to determine any statistically significant 
difference between the mean response scores between 
each of these two departments. 

The results of the t-test are depicted in Table 5. It is clear 
that there is no statistically significant difference in the mean 
scores between the two department categories for each 
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of the five safety culture components (p-values > 0.05). 
Cohen’s d-value also indicates an insignificant practically 

significant difference between the two departments in any 
of the components (ranging from 0.041 to 0.126).

Table 5: Independent samples t-test for the production versus maintenance categories

Safety culture component t-statistic degrees of freedom p-value d-value
Management & employee Commitment 0.477 77 0.600 0.126
Communication & trust 0.348 77 0.760 0.082
Accountability & involvement -0.480 77  0.584 0.126
Competency & learning 0.153 77 0.877 0.041
Risk awareness & compliance -0.408 77 0.634 0.107

The relationships between two management levels, 
manage self and manage others of the respondents and 
the five safety culture components are also analysed. 
From the independent sample t-test depicted in Table 6, it 
is clear that there is a statistically significant difference in 

the mean value response of the safety culture component, 
communication and trust, between respondents on 
managerial level and non-managerial level (p-value < 
0.05). A medium to strong practically significant difference 
with a d-value of 0.630 was also observed.

Table 6: Independent samples t-test for the management level categories

Safety culture component t-statistic degrees of freedom p-value d-value
Management & employee commitment  -0.906 91 0.501 0.240
Communication & trust -1.837 91 0.034 0.630
Accountability & involvement -1.220 91 0.203 0.424
Competency & learning -0.967 91 0.284 0.335
Risk awareness & compliance -1.070 91 0.228 0.369

Inter-correlations of components

The results of the inter-correlation between the mean 
responses for different safety culture components are shown 
in Table 7. Correlation coefficient values in the region of ±0.1 
are considered small with values of ±0.3 considered medium 
and values above ±0.5 are considered as substantial.

Examining the correlation coefficients between the 
different safety culture components as seen in Table 
7, it is clear that noteworthy positive relationships exist 

between all five components. Substantial correlations 
were encountered between the component, accountability 
and involvement and the other four components, 
communication and trust (0.631), competence and 
learning (0.609), risk awareness and compliance (0.590) 
and management and employee commitment (0.576). 
Another strong positive correlation was found between 
components, communication and trust, and management 
and employee commitment (0.600) as well as between 
risk awareness and compliance, and competency and 
learning (0.500). 
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Moderate to strong correlations exist between competency 
and learning, and communication and trust (0.443), 
risk awareness and compliance, and management  
and employee commitment (0.421) as well as between 
risk awareness and compliance, and communication 

and trust (0.418). A moderate correlation was 
encountered between risk competency and learning, 
and management and employee commitment  
(0.329).

Table 7: Inter-correlations between safety culture components

Safety culture component
Management 
& employee 
commitment

Communication 
& trust

Accountability 
& involvement

Competency 
& learning

Risk 
awareness & 
compliance

Management & employee 
commitment

- 0.600 0.576 0.329 0.421

Communication & trust 0.600 - 0.631 0.443 0.418 

Accountability & 
involvement

0.576 0.631 - 0.609 0.590

Competency & learning 0.329 0.443 0.609 - 0.500
Risk awareness & 
compliance

0.421 0.418 0.590 0.500 -

CONCLUSIONS

The results emanating from the empirical study suggest 
that an overall positive perception exists towards the 
development of the prevailing safety culture. Although 
these characteristics only represent the perception of 
the workforce, it does provide a useful indication of the 
strong and weak areas of the safety culture. The overall 
positive perception noticed towards the different safety 
culture components is an encouraging sign with regard 
to current health and safety management practised in 
the studied petrochemical organisation. The positive 
attributes shown are indicative of an aspiration to progress 
towards an interdependent safety culture. Ineffective 
safety leadership hinders the ability of many companies 
to achieve success (Cooper, 2015). There seems to be a 
clear and visible management commitment in the present 
study with a strong sense of care towards subordinates; 
sufficient time and effort are devoted to occupational 
health and safety; most employees tend to assist their 

fellow colleagues to comply with safety expectations; and 
employees would spend more time on a task in order to 
ensure safe execution. Mattson, Hellgren and Göransson 
(2015), in their study, also came to the conclusion that 
leader communication plays a vital role in improving 
organisational safety and that different communication 
approaches seem to positively affect different but equally 
essential employee safety behaviour.

With regard to communication and trust, OHS information is 
regularly communicated; an open door on policy and safety 
issues is operated; and management trusts employees’ 
abilities to identify risks. Considering accountability 
and involvement, it became evident that employees are 
encouraged to make safety improvement suggestions; 
to make regular job risk assessments to ensure safe 
behaviour; and to coach each other in doing work safely. 
Other positive safety culture characteristics identified 
in the respondents’ statements and statistical analysis 
were that the organisation learns from past mistakes and 
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implements appropriate preventative measures. Multiple 
regression analysis done by Cooper and Phillips (2004) 
demonstrated that perceptions of the importance of safety 
training were predictive of actual levels of safety behaviour. 
In our study, it also became evident that employees also 
undergo comprehensive and meaningful safety training, 
and incident investigations are conducted in a professional 
manner. As far as risk awareness and compliance are 
concerned, it is clear that employees are aware of risk 
hazards, risk and procedures are followed to the letter, 
and safety is seen as a condition of employment. Cooper 
(2015) believes that a company must provide a supportive 
environment and sufficient resources to managers so that 
they can address the known hazard risks to maximise their 
safety leadership efforts.

There were, however, distinct shortfalls observed in the 
existing culture, which can potentially contribute to the 
fluctuating health and safety performance. As suggested 
briefly in the literature review, it can be seen that the current 
safety culture within this petrochemical organisation finds 
itself in more than one specific safety culture development 
stage. Some of the characteristics are indicative of a 
reactive safety culture; for example, the perception that 
productivity is more important than safety, the observation 
that complacency sets in when safety performance goes 
well or the perception that mere compliance to rules and 
regulations is considered adequate. 

The observation that some employees manage to get 
away with unsafe acts is of great concern as this indicates 
that some parts of the organisation do not yet share the 
desired espoused value of safety. 

The shortfalls within the communication and trust 
component could imply that an atmosphere indicative of 
intimidation or retribution prevails when raising issues 
such as near miss incidents or mistakes as presented 
in the literature review. The perception that solutions to 
safety problems do not address the root cause could be 
indicative of an inadequate root cause analysis system. 
The perception that recognition is not often given could 
explain why some employees do not share the same 
attitude towards the importance of health and safety. 
Recognition is a very powerful motivational tool that 

could encourage employees to practise safe behaviour. 
Using appropriate reward systems in health and safety 
management does prove very effective in creating an 
atmosphere that not only encourages participation but 
also continuous improvement.

Based on the resulting attributes and shortfalls describing 
the safety culture in the petrochemical organisation, 
it could be concluded that distinctive characteristics 
exist indicative of each of the different safety culture 
development stages. The shortfalls identified could be the 
reason for or part of the contribution to the failure to reach 
world-class sustainable health and safety performance. 

RECOMMENDATIONS

In order to break away from the roller-coaster incident 
trend experienced, a definitive change intervention has 
to be initiated. Although the particular issues have been 
identified that currently contribute to the challenge in 
realising further OHS improvement, it is recommended 
that a positive change approach is applied instead of a 
traditional change process, such as Lewin’s change model. 

The best way of changing the safety culture is to allow 
the employees themselves to drive the change process 
with limited supervision. The current list of positive 
characteristics as mentioned in the previous section 
can be utilised to identify the desired future state of the 
organisation’s safety culture. Once the desired state is 
well understood, one can inquire into the existing best 
practices within the organisation and develop groups of 
themes representing common dimensions of employees’ 
experiences. Employees should then be given the freedom 
to suggest exciting propositions of how the organisation 
can move towards the desired state. These propositions 
should be formulated such that they inspire other members 
to actively participate.

Senior management’s role in resolving these shortfalls is 
crucial as most of the listed culture deficiencies originate 
from the lack in management’s ability to reinforce 
the importance of OHS either through discipline or 
recognition. Safety should under no circumstances be 
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considered second priority below production demand or 
cost implications. Employees will surely lose their faith 
in management’s commitment towards safety. The issue 
of information hoarding goes hand in hand with the lack 
of trust in the workplace. Management has to reinforce 
recognition without reprimand when employees provide 
information regarding near miss incidents and even 
mistakes. Effective problem-solving techniques have to 
be incorporated in the safety management framework with 
appropriate training to avoid repetitive failures that reduce 
employee motivation and productivity.

Management together with employees has to endure 
in their safety effort even when high OHS performance 
is achieved. The culture of ‘safety can always be 
improved’ should be instilled throughout the workforce as 
performances can only deteriorate if not going forward.

In order to sustain excellent health and safety performance 
it is crucial that regular safety climate assessments are 
conducted to re-evaluate the effectiveness of the culture 
changes and to identify further improvement areas.

LIMITATIONS 

This exploratory study focused on the safety culture within 
the South African petrochemical environment. The target 
population consists of first-line managerial personnel as 
well as lower-level employees responsible for production, 
technical support, maintenance, and OHS activities. 
Due to the time constraint in the execution of this study 
and logistical challenges in reaching these lower-level 
employees, a convenience sample method had to be 
applied within a single petrochemical organisation only. 
As a result, statistical inference to the study population 
should be considered with caution. Literature sources 
utilised in order to meet the objective are limited to those 
readily available in online academic databases as well as 
publications available in libraries within the boundaries 
of South Africa. The study also did not incorporate top 
management’s perceptions on the safety culture and 
their views on reasons for possible deficiencies. The 
results of the study cannot be extrapolated to the entire 
petrochemical industry.
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ABSTRACT

This paper explores value-congruence. A case study 
research design was applied. Data was collected through 
semi-structured interviews. The sample comprised 
five multi-cultural employees in differing capacities 
and functional areas. The setting was a Japanese 
Automotive Manufacturer within South Africa.  In-depth 
data analysis was based on grounded theory principles 
using Atlas.ti software. Seven core themes emerged 
and key findings demonstrate a multiplicity of contextual 
and organisational determinants such as behaviour 
modification, multiculturalism, individual cultures, learned 
predispositions and attitudes, which underscore the 
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complexities and subtleties of the person-organisation 
value alignment process. It seems that embedding 
espoused organisational values in the behaviour of multi-
cultural employees in multi-national organisations are 
more of a myth which require management attention.  If 
unmanaged, unaligned employee behaviour will adversely 
affect return on intangibles, impact the bottom-line and 
destroy organisational culture. Study limitations relate to 
the small sample size and the difficulty of grasping the 
value construct.  Future research is recommended.

Key words: Living organisational values; person-
organisation value fit, value alignment; multicultural 
organisation, leadership behaviour
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INTRODUCTION

Literature have emphasized organisational values 
and its place in organisational phenomena including; 
culture (Schein, 1985), identity (Ashforth & Mael, 1989), 
socialisation (Dose, 1997) and person-organisation fit 
(Cable & Edwards, 2004). Organisational values are 
important as they convey information and are indicative 
of who the organisation is and what it stands for and 
not merely promoting the product that it sells or service 
it delivers. Organisational values come in four different 
forms; espoused, attributed, shared and aspirational. In 
this paper we refer to the explicitly stated values, that are 
formally espoused and sanctioned by top managers in 
organisational documents or in the words and phrases they 
utilise (Kabanoff, Waldersee & Cohen, 1995), and shared 
values between employee and organisation ensuring 
person-organisation fit. The premise is that if espoused 
organisational values are not shared by employees, they 
might also not be lived. Living the espoused organisational 
values may seem easy, but globalisation and increased 
workforce heterogeneity can pose challenges when 
developing, implementing and conforming to a fixed set 
of pre-determined organisational values (Mamman, 1995), 
such as in this case study of Japanese Multinational 
Companies (MNC) in the motor manufacturing industry of 
South Africa.

PROBLEM INVESTIGATED

In South Africa, Japanese MNCs are multicultural 
organisations that attempt to utilise organisational values 
as a yardstick to select, depict and portray appropriate 
and acceptable employee behaviours in line with overall 
business intent. However, the challenge remains to 
articulate organisational values, to focus on inculcating 
and, in actuality, living these values in order to be an 
intangible asset. Organisational values should represent 
a unique set of collectively shared values, which silently 
directs a multitude of daily decisions (Sullivan, Sullivan 
& Buffton, 2002; Milliman et al., 2003). Unfortunately, 
companies seem to place an overt focus on articulating 
and promulgating values as opposed to embedding it in 
the hearts and minds of their employees, who ultimately 

have to live the values. If organisational values remain 
espoused, it can lead to a multiplicity in behaviours that 
can become an impediment in terms of the achievement 
and the realisation of organisational vision, mission and 
goals. Unaligned employee behaviours can adversely 
impact the bottom-line, return on intangibles and destroy 
the organisational culture. 

The purpose of this paper is to present the factors, which 
contribute or prohibit living the espoused organisational 
values within such a MNC as perceived by a diverse 
group of employees and the factors that could influence 
this alignment or person-organisation fit. This paper will 
discuss related literature, the methodology used to answer 
the research questions, followed by a discussion on the 
findings and end with managerial implications and a 
conclusion.

RESEARCH QUESTIONS

The research questions are formulated as follows:

• Which factors within an employee’s cultural value 
system inhibit and/or assist with the alignment 
(person-organisation fit) to pre-determined 
organisational values (espoused values) set by top 
management?

• How does an employee’s cultural background 
influence their living the values (behaviour) at work, 
when working within a multi-cultural organisation with 
numerous nationalities and cultural backgrounds? 

• How does the leadership role impact on living the 
organisational values?

LITERATURE REVIEW

The Importance of Organisational Values 

A multitude of scholarly articles highlight the benefits 
that clearly articulated and entrenched values have on a 
business, including: (1) enriching people’s lives, leading to 
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increased organisational performance (Kotter et al., 1992; 
Posner, 2010; Sullivan et al., 2002), (2) optimising business 
practises (Schein, 1990), (3) supports decision making 
(Viljoen-Terblance, 2008)  and (4) leads to increased 
financial results and sustained profitability (Tanser & Lee, 
2012, Sullivan et al., 2002).

It is estimated that up to 50% of organisations define their 
core organisational values due to their leaders’ intent to 
treat values as their primary guide in selecting appropriate 
behaviours during day-to-day activities (Jaakson et al., 
2004). Nearly 70% of Fortune 500 companies articulate 
their organisational vision, mission and values (Speculand 
& Chaudhary, 2008) as this enactment of organisation 
values underpin financial viability. However, Katzenbach, 
Steffen and Kronley (2012) found organisational strategy, 
imposed from above, is often at odds with ingrained 
practices and attitudes. Kotter and Heskett (1992) confirm 
that a values-led organisation outperforms others and 
indicated the following: (1) growth in revenue being four 
times faster, (2) job creation rates being seven times 
higher, (3) stock price growth twelve times faster and (4) 
profit 750% higher than organisations without clear values. 
Additionally, investors highly regard intangible assets that 
do not form part of the normal asset list or balance sheet. 
These ‘hidden values’ include investor perceptions of an 
organisation and a heightened focus on the management 
of human capital (Kotter et al., 1992). It, therefore, does 
not come as a shock that many an organisation espouses 
its organisational values, thereby increasing positive 
perceptions from investors and stakeholders. The problem, 
however, still prevails to not only espouse these values, 
but to live the values.  

Employees’ needs evolve with modernity: their individual 
and unique value-add and fulfilment at work, have become 
the yardstick by which employees evaluate their employers 
(Kinjerski & Skrypnek, 2006). Research stipulates that 
employees’ feelings of personal purpose, meaningfulness 
and fulfilment at work are correlated with their levels of 
organisational commitment (Milliman et al., 2003) and 
the quality of an individual’s work is influenced by the 
perceptions that the organisation’s ideology conjures 
up and “people want to work for a cause, not just for a 
living” (Branson, 2008: 377). Research by Viljoen (2015) 

emphasised the importance of ensuring cohesiveness 
between the goals and the purpose of an organisation, 
labour division, co-ordination between units and the people 
who do the work. This is ample motivation for modern 
organisations to define, communicate and to manage their 
employee cadre based on collectively shared values and 
to incorporate these values into every aspect of business 
(Jaakson et al., 2004). 

Some might ask: Why the big fuss?  Simply because 
organisational values are a powerful mechanism, as they 
present behavioural determinants which both individuals 
and organisations utilise during the decision making 
process (Liedtka, 1989). Consequently, the role of 
executive officers form an integral and crucial component 
in the emergence of managing by values (Jaakson et 
al., 2004). The onus falls on the leadership group, as the 
decisions which they make and the values which they 
portray have the power to silently influence everybody’s 
behaviour. Schein (1992: 89) calls this “managing the 
unmanageable” or “explaining the unexplainable” and 
Griseri (1998: 195) refers to it as “incidental learning” 
that takes place on a daily basis. EXCO members play 
a significant and influential role in value enactment, as 
their value portrayal sets the tone for all organisational 
members to follow suit and enact the espoused values 
(Schein, 1992).  

Japanese MNCs, who promote a value-based approach, 
through explicitly stating their company way (CW), 
should provide clear and workable definitions for each 
value, communicate the values to all stakeholders and 
incorporate and endorse these values into every task, 
decision and activity within the organisational domain 
(Branson, 2008). Padaki’s (2000: 420) definition of 
organisational values seem fit when investigating the CW 
values within Japanese MNC; “every organisation has 
certain core convictions about its endeavours and about 
the ways to go about its work.  When these convictions are 
translated into relatively enduring practices they can be 
called organisational values.” However, it is perceived that 
these espoused values stated in the CW are not clearly 
or adequately aligned with the employees’ value system 
causing a misfit between person-organisation fit as these 
values are not lived.
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Espousing Values Versus Living Values

Espoused values represent those values which an entity’s 
senior managers publicly proclaim and profess to be the 
means and ends of how work should be conducted within 
the organisation (Khandelwal et al., 2010).  Such values 
are usually incorporated and articulated throughout the 
organisation via strategic documents and appropriate 
communication platforms (Speculand et al., 2008). The 
challenge is then to not only articulate these values, but to 
ingrain, inculcate and incorporate them into the everyday 
practises, thereby bridging the gap between espoused 
versus enacted values (Collins & Porras, 2000). This is 
easier said than done, as it implies that every single person 
within the organisational domain should not only know 
the values, but they should demonstrate and live these 
values by means of their actions and behaviours (O’Neil 
& Horne, 2012). To instil values in the everyday behaviour 
of employees, they need to become embedded in the 
hearts and minds of the people. To profess or articulate 
values as a proxy for organisational practises is not nearly 
enough - values only become an asset when they are 
transformed into behaviours (Khandelwal et al., 2010; 
O’Neil et al., 2012). Speculand et al. (2008: 324) indicate 
that, “unfortunately and more often than not, there tends to 
be a phenomenal gap between identifying organisational 
values and actually living them” and the only way to bridge 
this divide is “… from obvious, sincere, sustained personal 
commitment to the value the leaders sought to implant, 
coupled with extraordinary persistence in reinforcing those 
values” (Peters & Waterman, 1982: 287). 

To move from espousing to enacting values, an alignment 
is required between the ‘words’ and the ‘deeds’ of all 
organisational members. Fenton and Inglis (2007) attest 
that value enactment can only be acquired if deeper levels 
of internalisation and understanding are attained.  The 
research findings infer that Japanese MNCs experienced 
a similar problem in that the CW, as the espoused set of 
values, although embedded in this entity’s vision, mission 
and strategy, the observable behavioural practises are 
contradictory (Speculand et al., 2008). Unfortunately, this 
leads to the CW being viewed as a somewhat superficial 
set of values with the intent to make an impression rather 
than serving as a ‘true guide’ for behavioural practices 

(Serrat, 2010). The only way for the CW to serve its 
intended purpose is for these values to be internalised by 
all organisational members achieving value congruence. 
It should be consistently applied throughout and regularly 
reviewed to remain fit for purpose. In the absence of the 
aforementioned, the CW will remain espoused and parallel 
values will be lived. O’Neil et al. (2012: 4) summarises 
it accordingly: “In terms of the organisation as a whole, 
the processes and systems within the organisation 
need to be consistent with its values.  If there are forces 
within the organisation, such as different subsystems 
or departments, which do not share the organisational 
values, it may cause a negative organisational climate 
regarding its values.”

Value Congruence

A multitude of studies have been conducted on the 
benefits of achieving value congruence (O’Neil et al., 
2012). The research findings vary; some indicated that 
value congruence results in a positive work attitude 
(Posner, 2010) and others focussed on organisational 
commitment, trust, motivation and performance (Kotter 
et al., 1992; Liedtka, 1989; O’Neil et al., 2012; Sullivan 
et al., 2002). Ren and Hamann, (2015) also found a 
positive associated between employee-organisation 
value congruence and job attitudes. (For organisations 
to become values-led, it infers that they need to 
implement a workable process that will transform the 
values from being espoused to being enacted. Sullivan 
et al., (2002) propose a three phase process:  (1) 
identify the organisational values, (2) build ownership 
of these values and (3) align the espoused and enacted 
values accordingly. This final phase focuses on how 
the espoused values should be translated into enacted 
values; in short, to become a values-led organisation. 
Sullivan et al., (2002) also suggest that focus groups 
be utilised during the initial phase, as was the case with 
the EXCO in Japanese MNCs, when the crystallisation 
of the CW values took place (Holding Company, 2011). 
(According to Sullivan et al. (2002: 228), “it is crucial 
that the management be seen to be living the values 
and actively working on dealing with shortfalls in their 
own behaviour”.  Appropriate values related training is 
essential for managers and supervisory staff members 
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to educate them on the organisational values and to 
enable them to successfully transmit the values to their 
subordinates (Begley & Boyd, 2000).

The Influence of Individual Values

Every person enters an organisation with a relatively 
entrenched set of values which start to develop from 
early childhood and these values symbolise a person’s 
basic convictions about what is right and wrong. These 
values are generally underpinned by the ethnic culture 
to which a person belongs and the way that they have 
been brought up and indicate that collective group 
membership can influence and determine a person’s 
behaviours and thoughts, which can have an impact on 
the enactment of organisational values (Padilla & Perez, 
2003). According to Padaki (2000: 422), the value system 
which an individual holds dear can be summarised as; 
“… a cluster of values, often interrelated, that governs 
the characteristic thinking-feeling-behaviour pattern of 
the person (for example, beliefs about music, drama, 
painting, and dance in an aesthetic value)”.  His research 
further attests that the terminologies associated with 
‘values’ are ingrained individual characteristics and that 
they are created within a person and represent observable 
and assessable individual attributes.  Branson (2008) 
supports this notion and indicates that values are an 
integral part of sentient consciousness which infers that 
values are distinctive and that they reside in the mind 
of people.  The prevalent values within individuals are 
religious, materialistic and altruistic values, which can 
be further grouped into terminal and instrumental values 
(Padaki, 2000). Terminal values represent those highly 
desirable end states which people aspire to achieve 
i.e. religious bliss, freedom and material comfort and 
instrumental values stipulate how people should conduct 
themselves to achieve such a desired end state i.e. 
working hard, honesty and discipline.  

There are different intangible benefits found within 
each human niche. Laubscher (2013) explains that in 
each different niche self-actualisation is expressed and 
appears differently. More than 60% of people in Africa 
excel at a human niche that manifests gifts of relatedness, 
connectedness and spirituality (Viljoen & Laubscher, 

2014). Traditionally, multicultural organisations will 
excel at a human niche that manifests through rigid 
structures and rules where power is assigned to a formal 
role. Communication moves up and down according 
to the organisational structure and it is improper to 
bypass hierarchical boundaries. Tangible assets are 
managed mechanistically. Overlaying the structured 
organisational niche over the self-organising circular 
structure niche reveals one slice of the problem not only 
in terms of tangible versus intangible, but also in terms of 
individuals, teams, organisations and leadership (Viljoen 
& Laubscher, 2014).

The power of individual values lies in the emotional 
attachment to these values, as it can trigger certain 
beliefs about money, social interactions, the importance 
of work and other aspects of work and non-work (Sullivan 
et al., 2002; Gordon, 1999). The values which a person 
holds true are a subliminal driving force which directs 
and determines behaviour (Branson, 2008; Pant & 
Lachman, 1998). Cram’s (2012) research confirmed 
that high alignment of values resulted in satisfaction 
and enthusiasm. Low alignment resulted in frustration 
and discontent. Thus, for Japanese MNC to achieve 
person-organisational value fit, it necessitates a process 
of deliberately cultivating the values, focussing on the 
personal and cultural consciousness dimensions and 
to proactively support the application and enactment of 
these values. Without this, people can falsely claim to 
live the values when they actually live ‘other’ values. This 
will be explored in the subsequent section.

Parallel Values

Parallel values exist when employees falsely claim to 
support organisation values, thereby bringing about a 
multiplicity of enacted cultures that are simultaneously 
portrayed within one entity (Irrmann, 2002). This can 
occur when employee assumptions and beliefs about 
the organisational values are skewed (Padaki, 2000). 
Moreover, employees will fake living the values to a higher 
degree if their personal opinion is that the ‘enactment’ – 
irrespective whether it is a true or a fake alignment -  will 
lead to some type of benefit or reward for them (Branson, 
2008).  
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In the absence of proper training, employees will enact 
personal values. Unfortunately, this promotes the 
establishment of sub-cultures that will automatically 
deviate from an entity’s espoused organisational values 
(Fenton et al., 2007). If employees cannot achieve person-
organisational value alignment, it leads to misaligned and 
incompatible values at work; thus parallel values (Padaki, 
2000). Organisations become carriers of super-imposed 
and hidden cultures, which are contrary to the stipulated 
culture, with a multiplicity of co-existing and parallel 
values that are enacted by employees on all levels of the 
organisation (Schein, 2004).

Human Niches

Graves (1978), a contemporary of Maslow (1954), found 
that two-thirds of people will sacrifice the self in order not 
to disagree with their elders, chiefs, parents or leaders, or 
upset them. This sacrificial system was later described as 
collectivism and a non-sacrificial system as individualism. 
Laubscher (2013) built on the work of Beck and Cowan 
(1996) and Graves (1978), developing these thinking 
systems as “human niches” to describe areas in which 
people excel because of their questions of existence. 
Human niches are potentially useful within MNCs because 
of its ability to recognise and work with different (and 
competing) levels of organisational values.

Owing to the questions of existence that people and groups 
unconsciously pose, specific human niches crystallise. 
Because of asking a specific question of existence, a 
human niche excela at a particular existence answer. If we 
ask questions, for example, about how to sacrifice the self 
for the societal grouping, we will excel at family relations 
and not at making money. Similarly, if we ask questions 
about how to conquer the material world, we will excel at 
conquering the financial world. This can invariably result in 
dissonance between organisational values and personal 
human niches.

The Intangible Value Add of Organisational 
Values

An organisation’s intangible asset register consists of 
competencies, behaviours and hidden values that are latent 

and obscured (Ulrich & Smallwood, 2003). Investment 
attractiveness is also affected by intangibles (Shakina & 
Molodchik, 2014). Conversely, tangible assets are visible 
and can be easily measured i.e. financial statements, 
investments and assets as opposed to intangibles such 
as values, which are ‘below the surface’ and neither 
easily measurable nor easily observable. Differently put, 
intangible assets refer to the non-price factors within a 
company i.e. employees, branding, intellectual property, 
corporate governance, socially responsible practices 
and the environment (Eustace & Youngman, 2002). 
Also “below the surface” we find attitudes, perceptions, 
beliefs, behaviour, power and politics (Krüger, 2005). 
The fact that organisational values, which are an inherent 
component of culture, directly contribute towards the 
hidden values encapsulated in the intangible value 
chain (Ulrich & Smallwood, 2005). Thus, organisational 
values provide identity commonality for heterogeneous 
employee members and instil a unified sense of purpose. 
When linked to the company’s vision and mission, values 
become the answer to the questions of how and what the 
company creates, manufactures or sells (Khandelwal & 
Mohendra, 2010).  

Employee behaviours significantly impact on productivity, 
operating expenses (Cascio, 2006) and person-
organisation value enactment impacts the return on 
intangibles (Lamm et al., 2010). Further, situations or 
critical incidents that test the espoused organisational 
values and where it is not reinforced can lead to distortion 
and erosion of the intangible asset register (Jaakson et 
al., 2004).  

Ulrich et al. (2005) illuminated the literature gap pertaining 
to the hidden values of return on intangibles and indicated 
further research is needed (Kaufmann & Schneider, 2004). 
Courtney and Holtham (2003: 1) support the above, 
indicating that; “…the debate on the role of intangibles 
is long on theory and short on practical evidence…” as 
their findings indicated a total lack in related research on 
intangibles. They presented two reasons for the deficiency 
in research on the topic at hand: (1) lack of common 
understanding of the terminology and issues involved in 
intangibles and (2) the increased complexity in measuring 
intangibles. They conclude (2003: 2) that “…inadequate 
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ways of measuring underlying intangible value purely 
mirror physical equivalents; the result is an inadequate 
evaluation of what really happens when the physical 
moves to the virtual”.

Organisational values, such as the CW in Japanese MNC, 
form an essential part of the organisation’s intangible 
competencies.  The organisation has espoused the 
CW with the intent to enhance its internal and external 
credibility, thereby publicly depicting a proxy for all 
practices within the organisational domain (Khandelwal 
et al., 2010).  Even though intangibles are not new, it 
seems as if the organisation is oblivious to the increased 
importance thereof, as it impacts organisations’ total 
market capitalisation.  With the CW not being consistently 
enforced throughout, the value-add of the CW are depleted 
and the intangible value chain adversely impacted.

The Power of Beliefs and Attitudes on 
Behaviour

A person’s beliefs, values, attitude and unique personality 
are interrelated and have the power to influence 
behaviour (Gordon, 1999). The terminology associated 
with the concept of ‘belief’ refers to a person’s mental 
representation that is formed as a direct result of an 
inference or an observation of some sort (Kreitner & 
Kinicki, 1998). Any type of belief which a person holds to 
be true, can impact their neuro-physiological approach 
towards a specific concept, object or person. Thus, 
when certain beliefs are formed about the espoused 
organisational values, it can influence a person’s 
perceptions, attitudes and related understanding thereof, 
which in turn can impact their behavioural alignment 
thereto. The pioneering work of Rokeach (1973) 
confirmed that values are an integral component in the 
establishment of a cognitive organisation and Padaki 
(2000) attested that the continuum of an individual’s 
beliefs, which can be either central or peripheral, plays an 
influential role in terms of beliefs, attitudes and ultimately 
value enactment.  

The term ‘attitude’ becomes relevant when an individual 
portrays sufficient emotional evidence to place him or her 

on a continuum of involvement i.e. like or dislike (Padaki, 
2000).  Attitude has been defined by researchers as “a 
learned predisposition” (Kreitner et al., 1998: 136) which 
involves a certain object that gives way to a preferential 
mode of conduct (Hofstede, 2002).  The attitude of a 
person usually comes to the fore either in the form of 
behaviour or via the articulation thereof.  An attitude 
typically refers to the tendency to respond in a consistent 
manner - positive, negative or neutral - when coming into 
contact with aspects such as people, situations or objects 
(Gordon, 1999; Pickens, 2005; Robbins & Coulter, 1999).  

One often hears expressions related to the word ‘attitude’. 
Unfortunately, ‘attitude’ is utilised freely without sufficient 
attention to the concept’s deeper and hidden meanings. 
Research indicates that a person’s attitude possesses 
the power to influence behaviour, but that it is also 
utilised as an evaluation tool to make sense of the daily 
happenings of life (Pickens, 2005). Therefore, when an 
entity espouses its organisational values in the absence of 
proper training, this can lead to employees perceiving and 
evaluating values based on their personal understanding 
thereof. This can trigger a variety of attitudinal responses 
with the power to instil a multiplicity in beliefs, which 
can ultimately lead to unaligned behaviours. In addition, 
research confirmed the important relationship between 
top management attitude, environmental turbulence 
and organisational learning (Srivastava & Frankwick, 
2011). The only way for companies to counter possible 
unfavourable attitudes and unaligned behaviour, is by 
institutionalising their values in such a manner as to 
achieve related buy-in (Gordon, 1999; Pickens, 2005; 
Robbins et al., 1999). To minimise possible negative 
attitudes, especially during the implementation phase of 
a new set of values, organisations can zoom in on the 
basic elements incorporated in the concept of ‘attitude’. 
According to Pickens (2005), the three primary elements 
of attitude consist of: (1) affect, (2) cognition and (3) 
behaviour. 

In addition, dissonance between human niches will 
not only lead to negative attitudes, miscommunication, 
misunderstanding and frustration, but also to 
misconstrued perceptions and inappropriate behaviours. 
Further, each niche handles stress and accountability 
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differently and will not respond equally to a one-size-fits-
all organisational approach (Blom, 2015).  Consequently, 
if the core values that an organisation espouses do not 
align with an individual’s values and they are not clearly 
articulated or understood, this can lead to certain attitudes 
being formed.

Such an employee will naturally attempt to redefine the 
situation based on his or her thinking system and current 
knowledge available on the subject at hand and this can 
result in the phenomenon coined cognitive dissonance. 
Cognitive dissonance refers to those scenarios where 
people will attempt to deal with situations that occur 
when they have contradictory or insufficient knowledge, 
information, attitudes or beliefs about the contextual 
aspects incorporated therein (Gordon, 1999).  Fortunately, 
cognitive dissonance can be successfully countered when 
organisations focus on the person-organisation value and 
behaviour alignment process, thereby being sensitive 
towards individual values and the related attitudes that 
they might have formed. Equally, when organisations 
acknowledge different niches through multifaceted 
organisational approaches, such organisations will then 
select their core values with the necessary care, and will 
thus immediately minimise cognitive dissonance, thereby 
promoting higher levels of organisational commitment 
and job satisfaction (Blom, 2015; Gordon, 1999).  

The benefits of counteracting negative attitudes are 
plentiful.  It can restrict the need for overt management 
and control and support the organisational culture, 
thereby bringing out the best in everyone (Branson, 
2008). The advantage of a values-led organisation is 
that during periods of change the organisation and the 
individual (Blom, 2015) maintain its identity much easier 
compared to organisations that do not focus on value 
alignment.  

The key findings from the literature answer the first 
research question: “Which factors within an employee’s 
cultural value system inhibit and/or assist with the 
alignment (person-organisation fit) to pre-determined 
organisational values (espoused values) set by top 
management?” It establishes that a multiplicity of 
contextual and organisational determinants such as: 

Individual cultures and values, behaviour modification, 
multiculturalism, learned predispositions and attitudes 
underscore the complexities and subtleties of the person-
organisation value fit (alignment process). It seems that 
embedding organisational values in the behaviour of 
multi-cultural employees in multi-national organisations 
are more of a myth than a reality and needs much more 
attention from management in their leading capacity. 
Knowing the factors as determined by literature still do not 
provide evidence that it is trustworthy within the context 
of MNC in South Africa, neither how to inculcate the 
espoused values into living the values in a multi-cultural 
work place. This is further researched in this study. 

RESEARCH METHODOLOGY

This study followed a qualitative and instrumental case 
study design, applying an exploratory and interpretive 
paradigm. When investigating human behaviour pertaining 
to organisational values alignment, with the focal point 
being on answering the research questions, the tangibility 
and quantify-ability of participants’ feelings, perceptions 
and actions become clear when conducting in-depth 
explorations of a non-numeric nature. The qualitative 
research method is deemed appropriate for this study due 
to the inherent nature thereof (Ospina, 2004).

The unit of analysis in this study is employees, who were 
specifically chosen to represent the variety of cultures, 
ages, genders, departments and designations throughout 
the Japanese MNC. Consequently, this ensured the 
realisation of the research design strategy and the 
acquisition of new knowledge of the phenomenon under 
investigation within the natural setting of Japanese MNC. 

The sample selection strategy employed was non-
probability purposive sampling due to “…the sample 
size [being] usually much too small to warrant random 
selection” (Guba & Lincoln, 2005: 451). To facilitate such 
an in-depth study, participants were purposefully selected 
according to pre-determined minimum criteria, such as 
being heterogeneous (see Table 1), company experience, 
willingly and freely participate. Table 1 (see next page) 
deduces that the purposive sample reflects the participant 
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selection criteria as stipulated above within Japanese 
MNC based on the following: (1) the inclusion of diverse 
cultural backgrounds to ensure heterogeneity; (2) different 
educational levels and qualifications; (3) the representation 
of various age categories and genders; and (4) across 
various departments and in differing job streams.

Data collection

During the course of this case study company documents 
with the CW statement and descriptions were sought 

and each participant was interviewed by using a semi-
structured interview approach, thereby supporting 
the overall research design strategy. An example of 
the questions used for data collection through semi-
structured one-on-one interviews with the purposefully 
selected sample group is indicated in Table 2 (see 
next page). Consequently, semi-structured interview 
transcripts, together with the selected company 
documentation, formed the primary data sources that 
were utilised during the data analysis process.

TABLE 1: PARTICIPANTS BIOGRAPHICAL INFORMATION 

Biographical Information Participant 1 Participant 2 Participant 3 Participant 4 Participant 5
Designation /  
Position title

Manager: 
Training and 
Development

Manager: 
Corporate Risk

Graduate 
Student / Trainee

Manager: 
Industrial 
Engineering 

Buyer

Number of years in 
company

10 years 9 years 1 year 2 years 2 years

Highest educational 
qualification

Post graduate 
degree

National 
Diploma

Honours degree System 
Engineering 
Degree

MBA

Age 35 years 44 years 22 years 34 years 24 years

Gender Male Male Female Male Male

Ethnic group Pedi Afrikaner Indian Japanese French

Source:   Adapted from (Maree, 2010)

TABLE 2: SAMPLE QUESTIONS FOR SEMI-STRUCTURED INTERVIEWS

Types of questions Sample questions
Knowledge questions Describe your understanding of the concept of organisational values and this organisation?

Value-based questions Would you say you are true to yourself and your culture by living the organisational values 
(CW)? Have the organisational values (CW) influenced your life in any way?

Behavioural questions Explain how do you apply the organisational values (CW) on a day-to-day basis? 

Experience questions In what way did the manner, in which you do your job, change as a result of the CW 
organisational values?

Feeling questions How did you feel when ‘CW mind-set and actions’ criteria was incorporated on your 
performance management documentation and contribute to 50% of overall key performance 
indicators?

Source:   Adapted from (Maree, 2010)
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Table 3: Coding process

Coding Methodology Description Application
Step 1:  
Initial coding 

Initial coding refers to the first step in making 
analytical interpretations out of concrete 
statements obtained during data gathering.

Line-by-line coding (some sentences were 
fragmented), meaningful segments were 
also utilised to form codes and; Codes and 
descriptions were generated out of the primary 
data sources.

Step 2:  
Focussed coding

Focussed coding selects the most noteworthy/
frequent codes from step 1 to filter / sift large 
amounts of data.

Selecting the initial codes that made the most 
analytical sense and; Data was logically and 
completely categorised.

Step 3:  
Axial coding

Axial coding refers to the process of sorting, 
synthesising and organisation of large amounts 
of data which is ultimately reassembled to a 
coherent whole.

Using ATLAS.ti to establish coded families 
out of the focussed coding and; To visually 
represent these families to form a more holistic 
understanding of the human behavioural 
components associated with this study.

Step 4:  
Selective coding

Selective coding combines categories and 
interrelationships, forming a ‘story line’.

To further condense the already formed 
families of data to explain in detail what exactly 
happened to the phenomenon being studied.

Source:    Adapted from Charmaz (2006)

Data analysis

In a qualitative study such as this, making use of coded 
themes and categories were of utmost importance – 
detailed descriptions and information pertaining to people, 
places, and events were clearly depicted to support a 
higher level of synthesis of all data. The analyses were 
performed in a concurrent and iterative manner in order 
to search for emerging themes and to delve deeper 
for broader meanings (Strauss & Corbin, 1990).  The 
individual responses were transcribed and coded as 
indicated in Table 3 (previous page). Together with 
company documents all data were analysed, compared, 
and eventually triangulated and interpreted to draw 
conclusions using Atlas.ti as analysis tool. The analysis 
process employed during this qualitative case study 
focused more on the meanings that were brought forth 
by the participants and the observations that were made 
by the researcher.  The data was analysed and clustered 
into meaningful groups / categories and themes / concepts 
following a logical process to ultimately provide a much 

deeper appreciation of the reasons and meanings linked 
to events (Maree, 2010).  

FINDINGS AND DISCUSSION

Seven core themes emerged which confirm, elaborate 
and expand on what was established from literature as to 
the factors that could influence the alignment or person-
organisation value fit as perceived and experienced by the 
selected employees in Japanese MNC. 

Theme 1: Conceptualising and defining organisational 
values (individuals’ understanding of the concept and 
terminology associated with organisational values). 
Participants understood the concept of organisational 
values, however did not comprehend the specific values. 
A statement was: “It is blurry, I do not know what to do 
with it”, confirming the challenge to articulate, ingrain, 
inculcate and incorporate values into everyday practices 
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as found by Collins & Porras (2000) and a lack of common 
understanding of terminology and issues (Courtney and 
Holtham, 2003).

Theme 2: Internalising living organisational values 
(multicultural employees’ conceptual understanding and 
internalisation of the Company Way). The Japanese 
participant was the only one who could identify with the 
espoused values and how it should be lived. “I have no 
problem as this is how I grew up”. Contrary to O’Neil & 
Horne (2012) who stated every single person in the 
organisational domain must know, demonstrate and live 
these values, only one person could identify and live the 
espoused values.

Theme 3: Factors influencing person-organisation 
values congruency - induction process, cognition 
and measurement criteria (the value of values). The 
organisation and especially leadership and management 
do not take time to ensure “we get it”. Induction is not 
sufficient to realise what it is about- “too little time” and 
“what it means to me is different than to what it means 
to management”. This illustrates the difficulty of ensuring 
appropriate values related training (Begley & Boyd, 2000) 
and the importance of management “be seen to be living 
the values” (Sullivan et al., 2002:228).

Theme 4: Cultural identity as an influencing factor on 
value-aligned behaviour (social identity framework). In 
general individual identity was much stronger than social 
identity with the organisation as a social grouping. “I do not 
understand what to do and why it is important to do it in the 
way they [management] want it”. Through a human niche 
lens (Laubscher, 2013), theme 4 confirms incongruent 
questions of existence.

Theme 5: The influence of attitude on value-congruence 
(individuals’ predisposition towards the organisational 
values). “I was made to be scared as 50% of my performance 
was going to be measured based on the way that I behave.  
So because of that I had to try and show the values even if 
I do not live them … I feel it is wrong to have these values 
constituting to 50% of our overall performance evaluation”. 
This theme confirmed the extent to which a person’s attitude 
influences behaviour (Gordon, 1999).

Theme 6: Behaviour Modification: Values-alignment 
process (the behavioural adaptation process). “The CW is 
sometimes too much for me, I cannot even breath and do 
not get it, that is why I constantly have to remind myself of 
the CW”.  This theme again underscored the importance 
of attitude (Gordon, 1999), personal beliefs (Kreitner & 
Kinicki, 1998) and person-organisation value enactment 
(Lamm et al., 2010).

Theme 7: Multiculturalism (the impact of multi-cultural 
employee core values on value alignment). ““…the 
elements such as frugal, being competitive, cross-
functional; for me I think they are not important so I do 
not look at those types of values.  I will make an example; 
in my culture competitiveness is viewed as important as 
a society; however it is not important as an individual”. 
The importance to harness multiculturalism in terms of 
human niches (Laubscher, 2013) and intangible value 
add (Eustace & Youngman, 2002) through a common 
identity, or differently put, through organisational values 
(Khandelwal & Mohendra, 2010) were prominent.

As we relate the above themes back to the research 
questions we found the factors that inhibit or assist with 
alignment to values were basically related to attitude, 
beliefs and behaviour. This was displayed in Theme 
6. The importance of understanding different thinking 
systems as well as the influence of cultural background on 
organisational value fit was demonstrated in theme 4, 5 and 
7. Further, the extent to which positive leadership attitudes 
impact on organisational learning, relate strongly to theme 
1, 2 and 3. The emphatic importance of leadership, in 
order to know, live, internalises and demonstrates the 
organisational values, cannot be ignored and is pivotal.

LeBarOn (2005) reminds us that cultural messages 
are passed down in stories. In order to facilitate value-
congruence stories carry behavioural norms, provide 
information on how to behave and explain the social fabric 
of the organisation. According to Brown and Isaacs (2005) 
storytelling spurs double-loop learning; reacting speedily 
into the deeper recesses of the psyche and changing 
values and attitudes. Unfortunately, the traditional view 
of communication is to ignore the internal dialogue within 
every individual. Therefore, it seems as though storytelling 



HUMAN CAPITAL MANAGEMENT, ORGANISATIONAL BEHAVIOUR AND LEADERSHIP
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

179

should occupy a central place within a functional 
organisation and could be used by leaders to inculcate 
espoused organisational values.  How value inculcation 
could be done is discussed in four steps below.

Step one:  Focus on the values. The research findings 
indicated that the foundational principles of the CW 
are unclear and extreme levels of ambiguity in related 
understanding are widespread.  It is therefore important 
to provide information to counter the aforementioned, 
including: (1) explanation on the importance of the values; 
(2) provision of a uniform definition for ‘organisational 
values’; (3) understandable communication to all 
stakeholders; and (4) revisit the ten values incorporated 
under mindsets and actions by providing interactive values 
related training sessions for all employees. An inclusive 
process, including dialoguing and storytelling should be 
followed to ensure conversation and shared understanding 
as opposed to top-down communication.

Step Two:  Attitude. The research finding indicated that 
adversarial or negative attitudes, together with ethnocentrism 
can have an adverse impact on value enactment.  To alter 
such negative attitudes, the Company needs to empower 
its employees with awareness, knowledge and conviction 
to enact the CW values, more specifically by: (1) providing 
historical background, the origins and rationale for the 
Company’s existence; (2) participative and interactive 
training sessions; (3) ensuring that employees understand 
that unaligned behaviour has a detrimental impact on 
realising the organisational vision, mission and goals and 
adversely impacts on the intangible value chain; and (4) a 
deep organisational understanding of human niche theory 
will allow greater understanding and insights into own and 
other’s behaviours. Understanding different niches as 
opposed to marginalising niches as good and others as 
bad, could unleash immense intangible gifts.

Step Three:  Behaviours. The research results indicated 
that parallel behaviours exists within Japanese MNC. 
To counter this phenomenon, employees will need to 
modify their behaviours to demonstrate new behaviours 
as stipulated in the CW, during daily task execution.  
The Company can assist by specifically: (1) reminding 
ourselves that the dominant human niche in Africa displays 

a copying system. Encouraging employees to enact the 
CW values by leaders setting behavioural examples is 
therefore imperative. Displayed behaviours will be copied, 
whether they are positive or negative; (2) the Company 
should reiterate that employee personal values are not 
under threat, but that the CW values denote acceptable 
behaviours, which would enable the organisation to realise 
its strategic objectives; (3) if diversity is an important 
aspect within the Company, then multiculturalism should 
form part of the values related training programme, as 
this will eliminate cultural biases being formed. Human 
niche theory can be used as a diversity model. In this 
sense human niches can be used to explain diversity of 
thought as opposed to diversity in skin colour (which could 
cause further division instead of unity); (4) the CW values 
should be performance contracted in a similar manner to 
key performance indicators / areas; (5) the measurement 
criteria for right versus wrong behaviours should be fit for 
purpose to track performance; and (6) people should be 
encouraged to adopt the new behaviours via continuous 
formal and informal recognition methods. New behaviours 
should continually be encouraged until they become 
entrenched within culture. This necessitates time. 

Step Four:  Organisational Performance. If Japanese 
MNC chooses to follow the aforementioned process by 
reiterating the CW values, building positive attitudes 
and encouraging new behaviours, an organisational 
transformation process will follow naturally. It will lead to 
behavioural consonance and a positive contribution to 
the return on intangibles which will support the overall 
business plan, the vision, mission and goals of Japanese 
MNC. In the words of Speculand et al. (2008: 329): 
“Many organisations struggle to implement their values. 
Identifying them and hanging them on the entrance wall 
is a common global practice. Changing the attitudes 
and behaviours of staff and achieving a higher level of 
Organisational performance as a result of inculcating the 
values is a rare trait shared by the select few organisations 
considered the best in the world.”

MANAGERIAL IMPLICATIONS
This research highlights the participants’ lack in 
understanding of the content and associated meaning 
attached to the CW values.  The Value Inculcation Model 
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(VIM) of the Bridges Business Consultancy, as illustrated 
in Figure 1, can be used by leaders and management of 
MNC such as the Japanese MNC to visually depict what 
organisational values entail and their importance.  This 
model was specifically chosen, since it explains values 

in easily understandable terminology and can cater for 
both highly qualified employees and unskilled workers 
alike (Speculand et al., 2008).  Figure 1 thus illustrates a 
suitable process to induct, introduce and inculcate the CW 
values. 

Reiterate core  
values

Clarify meaning 
of values

Measurement

Recognition and
Reward

Organisational 
Transformation

Return on 
Intangibles

Awareness

Knowledge

Conviction

AttitudesValues Behaviours Organisational 
Performance

FIGURE 1: VALUE INCULCATION MODEL. SOURCE: ADAPTED FROM SPECULAND ET AL. (2008)

An inclusive approach should be followed. Inclusivity, 
as defined by Viljoen-Terblanche (2008) leads to a 
process of self-analysis, which, if allowed, leads to self-
awareness. Self-awareness, in turn, leads to enhanced 
levels of consciousness. This argument applies to the 
individual, the group and the organisational domains. 
Through inclusivity it is possible to enhance the levels 
of consciousness in terms of both the self and others. 
Senge (1990) emphasises the importance of dialogue 
for generating collective learning, shared meaning and 
implementation commitment. By definition dialogue refers 
to a conversation that connects multiple perspectives 
in order to enable the unit to “transcend deeply held 
individual and collective views and create new meaning 
that goes beyond any individual’s previous understanding” 
(Mohrman, Finegold & Klein, 2002:11).

Unfortunately, it seems as if Japanese MNCs place an 
overt focus on articulating and promulgating its values 
rather than embedding them in the hearts and minds of 
its employees. This coincided with previous studies that 
were conducted on organisational culture, organisational 
values, espoused values, value congruence, person-
organisation fit and aligning person and organisational 
values (Branson, 2008; Hofstede, 2002; Khandelwal et 

al., 2010; Liedtka, 1989; Ojo, 2009; O’Neil & Horne, 2012; 
Posner, 2010; Schein, 1990; Sullivan et al., 2002; Wallace, 
Hunt & Richards, 1999).  This study’s findings indicate that 
organisations are still finding it difficult to transit values into 
actions. This is alarming, as values only become assets 
when they are enacted and in the absence of employees 
living these values, these values are less worth than the 
paper they are written on.  

The participants in this study seem to find it increasingly 
difficult to discern what the associated terminology, concept 
and theoretical underpinnings of organisational values 
entail, not to mention their inability to recall or provide 
definitions for the content of the CW. The literature signified 
the importance of values related training and the fact that 
the only way for employees to truly enact the values, is if 
organisational leaders understand the import role they have 
to play in providing examples of ‘values in action’ (Sullivan 
et al., 2002), whether it is by example or through stories. 
Additionally, the investigation of the institutionalisation of 
the CW supplied evidence that very limited training has 
been provided, yet these values are incorporated as an 
inherent component of salary increases within Japanese 
MNC, for some. Even worse is the fact that the application 
of the values is limited to the minority - the white collar 
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workers and the hourly workers – the majority are exempt 
from value related evaluations and appraisals. This can 
give rise to employees having feelings of apprehension, 
animosity and even discrimination, which can have an 
impact on employee beliefs and attitudes towards the 
purpose, content and utilisation of the CW (Gordon, 1999; 
Pickens, 2005; Robbins et al., 1999).  With the CW being 
enforced and applied in such a manner, the true value of 
organisational values is depleted and corporate culture is 
hampered.  

The literature highlighted the fact that organisational 
values are a continuous process of reviewing, recreation 
and re-implementation (Padilla & Perez, 2003). The 
CW’s origins, out of the alliance formation, carved the 
EXCO’s intent of where they see the company going, its 
future endeavours and the way that they want to conduct 
business on a global scale (Holding Company, 2011). To 
implement a new set of organisational values is easier said 
than done. All employees need to embrace the CW, learn 
about the new values and to experience it by practising 
it. This will trigger an alteration process coined behaviour 
modification; a recurring alteration and adaptation process 
which will result in employees authentically supporting 
the CW values, as the values will become visible when 
they are enacted during daily work life (Fink & Mayrhofer, 
2009). It is evident that Japanese MNC will need to utilise 
and implement such a change process and one way of 
doing it is by instilling a continuous reinforcement process, 
thereby providing sufficient support, encouragement and 
values related training to all employees (Branson, 2008). 
In the absence of the above, employees will be left to find 
a meaningful way to fake living the values, which they 
presently do, because the results show clear evidence of 
the enactment of parallel values within Japanese MNC 
(Branson, 2008; Padaki, 2000).  

Another crucial element that is inseparable from this 
study is the multi-cultural workforce composition within 
a company such as Japanese MNC. The mixing pot of 
cultures entrenched in the South African landscape, 
coupled with the international and expatriate members of 
the Holding Company provide a vast and heterogeneous 
group of employees (Plaut, 2010). The literature showed 
that multi-cultural aspects have the ability to influence 

values alignment and related behaviour and this is 
further dependent on how the values are perceived and 
the attitudes that they conjure up, which can impact own- 
and other-group ideologies (Van Bavel & Cunningham, 
2012). It is evident, that a social comparison process 
has been used by the respondents in this study, as 
all non-Japanese employees perceive the CW to be 
inherently Japanese values (Padilla & Perez, 2003). 
The employees’ perception that the CW consists of 
other-group values, can result in biases. Non-Japanese 
employees may discard the CW values in totality as a 
result of their beliefs, perceptions and attitudes, but 
luckily values related training has the ability to counter 
this. Japanese MNC’s challenge remain to articulate 
these values, but also to focus on inculcating and living 
these values, thereby making them a business ‘weapon’ - 
a powerful source to be reckoned with. When asked; ‘Are 
they getting it right?’ The answer is; ‘Not yet and much 
work is needed, but all is not lost’. If Japanese MNCs can 
implement an all-encompassing values-related training 
programme, implement their values consistently and 
inculcate them in every aspect of business, management 
by values should become a reality.

CONCLUSION

Organisational values are a well-researched topic with 
ample literature available on the theoretical perspectives, 
however, the practical application thereof seems to fall 
short.  With organisational values being ingrained in the 
corporate culture and contributing to the intangible asset 
register, it goes without saying that a paradigm shift is 
required and managers as leaders must understand that 
espoused values are not going to be transferred into 
action without living it. Organisations are urged to not 
only espouse their values, but to inculcate them in such a 
manner as to influence the sentient consciousness of their 
employees, thereby make organisational values come 
alive.  Thus especially top management of organisations 
must realise the complexity of living values and that it is 
not merely stating values in the strategic plan, but action 
at all levels is required to life the values and it takes time 
to embed values that are not inherently part of a persons’ 
cultural system. 
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Limitations and future studies

Future research recommendations include repeating this 
study in another global affiliate or entity with a similar 
corporate structure and global presence. Additionally, it 
would be advisable to use a mixed-methods approach 
thereby utilising a larger sample size to cover a broader 
scope of research. Other aspects include (1) zooming 
in on the parallel values that are in existence, and the 
impact thereof, (2) the impact that the evaluation process 
of values has on the beliefs, perceptions and attitudes of 
employees, (3) how to evaluate and reward values related 
behaviour and (3) when a company propagates diversity 
due to Employment Equity legislation, what is the impact 
on multiculturalism?
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ABSTRACT

Although an initial acceptance of mobile banking 
(m-banking) services among retail banking customers 
is necessary, retaining the current users of this banking 
innovation is fundamental to recovering the investment 
made in deploying it. This study has developed and 
tested a model that ascertained the impact of selected 
factors (trust in banks offering m-banking services, self-
efficacy, and quality of mobile network connectivity) on the 
intention among retailing banking customers to continue 
using m-banking. Data for the empirical testing of the 

research model was obtained from 266 current users of 
the m-banking services of the major retail banks in South 
Africa. The results of the analysis indicate that trust in banks 
offering m-banking services, self-efficacy, and quality of 
mobile network connectivity have significant and direct 
effects on this intention. The managerial implications of 
these findings for efforts aimed at fostering the continued 
use of m-banking services are presented. 

Key terms: M-banking, retail banking customers, 
continuance intention, South Africa
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INTRODUCTION 

The mobile device is the most ubiquitous device of our time 
(Mellone, Tacconi, & Chiari, 2012). Its ubiquity is spurred by 
unprecedented widespread acceptance of the technology 
(Buckee et al., 2013; Mao et al., 2015). Because of this 
success, many businesses have incorporated mobile 
technology into their operations in order to leverage its 
unique benefits (DaSilva & Trkman, 2014). One such 
business that has embraced mobile technology to improve 
its services while providing value for its customers is the 
banking sector (Hanafizadeh et al., 2014). Banks have 
capitalised on the opportunities presented by the mobile 
medium to provide banking services and products to its 
customers through mobile banking (m-banking).

M-banking offers tremendous benefits to customers 
and banks alike. Through the use of mobile banking, 
customers are able to conduct banking transactions (bill 
payments, balance enquiries, chequebook requests, 
prepaid airtime and electricity purchases, PIN changes, 
account management, etc.) anywhere, anytime without 
the need to visit branches where they might have to wait in 
long queues to receive over-the-counter services (Al-Jabri 
& Sohail, 2012; Hanafizadeh et al., 2014). Besides the 
convenience that it offers, customers are also be able to 
save on banking charges, as most banks charge relatively 
lower fees for services conducted over the mobile medium 
than for services received over the counter. For the banks, 
the migration of their services to the mobile platform 
enables them to cut back on operational costs such as 
stationery, remuneration for frontline staff, and office 
space. The deployment of mobile banking has also helped 
banks and other financial institutions to streamline their 
operations and dramatically reduce inefficiencies (Tiwari, 
Buse & Herstatt, 2006). 

As a result of these benefits, banks have made significant 
financial commitments to the provision of m-banking, and 
wish to see a significant number of their customers take 
up the service and use it frequently (Riivari, 2005). One 
strategy that banks are using to foster the acceptance 
and continued use of m-banking among their customers 
is to charge higher fees for over-the-counter services 
and lower fees for the same service conducted through 

mobile banking (Maduku, 2013). Although this approach 
may be useful, it is important for banks to understand the 
factors that influence consumers’ motivations to continue 
using the service, so that they can develop a more 
pragmatic strategy aimed at retaining the current users 
of m-banking services among retail banking customers 
in South Africa. 

RESEARCH PROBLEM INVESTIGATED

The growth in the acceptance of mobile banking parallels 
research into consumer acceptance of m-banking 
services. The greater part of the research stream on 
m-banking acceptance has examined the factors that 
influence an initial acceptance of the service (Baptista & 
Oliveira, 2015; Lu, Tzeng, Cheng & Hus, 2015; Koksal, 
2016; Malaquias & Hwang, 2016).  Although the initial 
acceptance of an innovation is very important, the ability 
to recoup the investment in the development of the 
innovation is linked with continued use rather than with 
initial adoption (Zhou, 2013). In spite of this, empirical 
evidence for the continued use of m-banking is limited 
(Shaikh & Karjaluoto, 2016). Moreover, the few studies (e.g. 
Shaikh & Karjaluoto, 2016; Shaikh, Karjaluoto & Chinje, 
2015) that have examined the intention to continue using 
m-banking (hereafter, ‘m-banking continuance intention’) 
were conducted in developed countries. Considering the 
significant differences in economic conditions, levels of 
infrastructure development, and consumer behaviour 
between developed and developing countries, efforts to 
extrapolate research results from developed to developing 
countries tend to be highly problematic. For these reasons, 
researchers have called for studies that examine adoption 
in specific contexts.

AIM AND OBJECTIVES OF THE STUDY

The aim of this study is to identify the impact of selected 
factors on m-banking continuance intention among South 
African retail banking customers. 

• To facilitate the attainment of the aim, the following 
objectives are set:
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• To examine the impact of customers’ trust in banking 
that offers m-banking services on their m-banking 
continuance intention.

• To examine the impact of customers’ self-efficacy on 
their m-banking continuance intention.

• To examine the impact of the quality of mobile network 
connectivity on m-banking continuance intention.

• To determine the cumulative impact of customers’ 
trust in banks that offer m-banking services, self-

efficacy, and quality of mobile network connectivity in 
explaining m-banking continuance intention.

RESEARCH MODEL AND HYPOTHESES

The research model proposed for this study  
(Figure 1) posits that trust in banks that offer m-banking 
services, customers’ self-efficacy in using the service,  
and the quality of mobile network connectivity have 
significant effects on the m-banking continuance 
intention. 

Trust in
banks H1

H2

H3

Self-efficacy

Mobile network 
quality

M-banking 
continuance 

intention

FIGURE 1: RESEARCH MODEL

Trust in banks and continuance intention 

Trust is crucial to the good functioning of a banking 
system. In the absence of trust, banks will find it difficult 
to attract depositors or attract customers who are willing to 
borrow money to invest in their businesses, or finance their 
homes, cars, and other consumption needs (Fungáčová, 
Hasan & Weill, 2016). Customers’ trust in banks influences 
their acceptance of innovations introduced by the banks 
(Alalwan et al., 2015; Flavián, Guinaliu & Torres, 2005; 
McNeish, 2015). In their study of factors that influence 
the initial acceptance of m-banking services among US 
consumers, Luo, Li, Zhang and Shim (2010) identified 
trust as an important factor that influenced behavioural 
intention. Thus this study proposes that:

H1:  Customers’ trust in banks offering m-banking 
services will have a significant effect on their 
m-banking continuance intention. 

Self-efficacy and continuance intention 

Self-efficacy reflects individuals’ judgment of their ability 
to use m-banking successfully to conduct banking 
activities (Scott & Walczak, 2009). Empirical evidence 
has shown that the acceptance of information technology 
is influenced by the extent to which people are confident 
of their ability to use the system successfully (Igbaria & 
Iivari, 1995; Scott & Walczak, 2009; Hsu & Chiu, 2004). 
In the m-banking acceptance research domain, prior 
studies have established that the higher the confidence 
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that users have in their ability to conduct banking activities 
successfully, the more likely they are to accept the service 
(Amin et al., 2012; Maduku & Mpinganjira, 2012; Luarn 
& Lin, 2005). Thus the following hypothesis is developed:

H2:  Customers’ self-efficacy will have a significant 
effect on their m-banking continuance intention.

Quality of mobile network connectivity and 
continuance intention 

The quality of the network connection is fundamental to 
any electronic commerce-based transaction (Al-Somali, 
Gholami & Clegg, 2009). Poor network connectivity 
inhibits successful e-commerce transactions and frustrates 
customers in the process (Sathye, 1999). Research has 
identified a decent network connection as an important 
factor that influences the acceptance of Internet banking 
services (Al-Somali et al., 2009; Pikkarainen et al., 2004). 
Accordingly, it is to be expected that the quality of mobile 
network connectivity would influence the m-banking 
continuance intention. Thus the following hypothesis is 
proposed:

H3:  Quality of mobile network connectivity will have 
a significant effect on m-banking continuance 
intention.

METHODOLOGY

Measurement

A questionnaire that consisted of two sections was used 
to collect the data for this study. The first section of the 
questionnaire contained questions that sought to obtain 
demographic information and information on mobile banking 
use patterns. These questions were measured with nominal 
and ordinal scales.

The second part of the questionnaire consisted of items that 
measured the constructs used in the study. The items used 
to do this were obtained and adapted from previous related 
studies. Customers’ trust in banks that provide m-banking 
services was measured with four items that were sourced 

and adapted from Nor (2005). The five items used to measure 
customer self-efficacy were selected and adapted from the 
study of Torkzadeh, Chang and Demirhan (2006). The four 
items used for the quality of mobile network connectivity 
and the three items used to measure continuance intention 
were adapted from the studies of Al-Somali et al. (2009). All 
the items were measured on a five-point Likert type scale 
with anchors ranging from 1 ‘strongly disagree’ to 5 ‘strongly 
agree’. To ensure content validity the items were reviewed 
by researchers with extensive backgrounds in information 
systems research. 

The questionnaire was pre-tested with a sample of 20 
respondents who were conveniently obtained. Each 
respondent was given a copy of the questionnaire and 
asked to comment on the clarity of the instructions, the 
wording of the questions, and the time taken to complete 
the questionnaire. Generally, the respondents indicated that 
the instructions were clear and simple to complete. Given 
this positive feedback, no adjustment was made to the 
questionnaire. 

Sampling and data gathering

The target population of this study was the retail customers 
of four major banks (ABSA, First National Bank, Nedbank, 
and Standard Bank) in Gauteng, South Africa. Owing to 
the unavailability of a sampling frame, a non-probability 
sampling technique in the form of convenience sampling 
was used to obtain the survey respondents. During 
the business hours (9h00 – 17h00) of the weekdays 
(Monday – Friday) respondents were intercepted in 
selected shopping centres in Gauteng by a small group of 
trained research assistants. After carefully explaining the 
purpose of the study to them and seeking their consent, 
a structured paper-based self-administered questionnaire 
was handed to respondents to complete. A total of 401 
usable responses was obtained, consisting of 266 users 
and 135 non-users of m-banking. 

DATA ANALYSIS AND RESULTS

The data was analysed for descriptive statistics of the 
sample respondents using SPSS version 23 software. A 
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structural equation modelling technique, using SmartPLS 
3.0 software (Ringle, Wende & Becker, 2015), was used 
to assess the measurement and structural models of the 
study. The results are presented in the paragraphs that 
follow.

Descriptive statistics

The descriptive statistics of the sample are given in 
Table 1. Of the 266 responses obtained, 142 (53.4 per 
cent) are males and 124 (46.6 per cent) females. Thus 
the male participation in the study was higher than 
the female participation by 6.8 per cent. With regard 
to the participants’ age, the largest proportion of the 
participants (37.6 per cent) is aged between 18 and 29 
years. Participants aged between 30-39 years represent 
35.3 per cent of the sample population. The rest of the 
participants (27.2 per cent) are between the ages of 

40 and 69 years. This shows that over two-thirds of the 
participants (72.9 per cent) are below the age of 40. 

With regard to the racial composition of the sample, 
blacks comprised 48.9 per cent of the sample, followed 
by whites (20.7 per cent), Indians (17.3 per cent), and 
coloureds (16.1 per cent). The highest percentage of the 
participants (19.9 per cent) gave R5,001 to R7,500 as 
their gross monthly income. The sample is dominated 
by participants who earn between R0 and R10,000. 
Participants were also asked to indicate how often they 
use m-banking. The results presented in Table 1 indicate 
that the highest percentage of the participants (32.3 
per cent) use the service a few times a month. This is 
followed by those (30.1 per cent) who used the service 
a few times a week. The use frequency of m-banking is 
generally high, as 79.3 per cent of the participants said 
that they used m-banking services daily, a few times a 
week, once a week, or a few times a month.  

TABLE 1: DESCRIPTIVE STATISTICS OF THE SAMPLE

Frequency Percentage 

Gender:
Male
Female

142
124

53.4
46.6

Age
18 – 29 
30 – 39 
40 – 49 
50 – 59 
60 – 69 

100
94
56
10
6

37.6
35.3
21.1
3.8
2.3

Racial group
Black
Coloured
Indian
White

122
43
46
55

45.9
16.1
17.3
20.7
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Frequency Percentage 

Gross monthly income (ZAR)
0 – 2,500
2,501 – 5,000 
5,001 – 7,500
7,501 – 10,000
10,001 – 12,500
12,501 – 15,000
15,001 – 17, 500
17,501 – 20, 000
20,001 – 22,500
25,000+

34
43
53
37
26
18
14
15
7

19

12.8
16.2
19.9
13.9
9.8
6.8
5.3
5.6
2.6
7.1

Frequency of m-banking use
Daily

A few times a week
Once a week
A few times a month
Once a month
A few times a year

16
80
29
86
29
26

6.0
30.1
10.9
32.3
10.9
9.8

Structural equation modelling 

A structural equation modelling procedure was used to 
estimate the validity of the measurement and structural 
models, using the SmartPLS 3.0 software – a robust 
partial least squares technique that integrates principal 
components analysis and regression to estimate 
simultaneously the validity of the models (Hair et al., 2017).
The validity of the measurement model was estimated 
in terms of its convergent and discriminant validities. 
Standardised factor loadings, Cronbach’s alpha, composite 

reliability, and average variance extracted (AVE) were the 
main estimates used to evaluate the convergent validity of 
the measurement model. The results of this analysis are 
presented in Tables 2 and 3 and in Figure 2. These results 
show that the factor loadings, Cronbach’s alpha, and 
composite reliability are all above the 0.7 threshold (Hair 
et al., 2010; Fornell & Larcker, 1981). Similarly, the AVEs 
for all the constructs are above the 0.5 minimum cut-off 
point. These results therefore provide good evidence of 
the data’s convergent validity.
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TABLE 2: RESULTS OF CONVERGENT VALIDITY OF MEASUREMENT MODEL

Factor 
loading

Cronbach 
alpha

Composite
reliability 

Trust in banks
Banks that provide m-banking services have sufficient expertise 
to provide the services
Banks that provide m-banking services have the ability to handle 
the services
Banks that provide m-banking services are ready and willing to 
assist and help customers with electronic service issues
Banks that provide m-phone banking services act ethically in 
dealing with electronic banking customers

0.915

0.929

0.914

0.913

0.938
 

0.955

Self-efficacy
I feel confident using a mobile phone
I feel confident using the user’s guide/help menu when help is 
needed
I feel confident making selections from an on-screen menu
I feel confident moving the cursor around the screen
I feel confident about understanding the three stages of data 
processing: input, processing, and output

0.912

0.921
0.949
0.927

0.904

0.956 0.966

Quality of mobile network connection
Gaining access to my mobile phone network is easy
My mobile phone connection is fast
My mobile network connection is reliable
Pages on my mobile phone load quickly

0.927
0.953
0.948
0.905

0.951 0.964

Continuance intention 
I intend to start/continue using m-banking services in the future
I will use m-phone banking services regularly in the future
I will strongly recommend m-banking for others to use it

0.961
0.975
0.948

0.959 0.973

To ascertain the discriminant validity of the measurement 
model, the approach recommended by Fornel and 
Larcker (1981) was followed. The square roots of the 
AVEs were compared with the correlations among the 

constructs. The results given in Table 3 show that the 
square roots of the AVEs are greater than the correlations 
among the constructs, thus providing ample evidence of 
discriminant validity.  

TABLE 3: DISCRIMINANT VALIDITY OF THE MEASUREMENT 

 AVE 1 2 3 4
1 Continuance intention 0.924 0.961    

2 Network quality 0.871 0.494 0.933   

3 Self-efficacy 0.852 0.634 0.532 0.923  

4 Trust in banks 0.842 0.613 0.489 0.610 0.918

*Diagonal bold elements are square roots of AVEs
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After confirming the validity of the measurement model, 
the hypothesised structural paths in the research  
model were estimated.  The results of the structural 
model analysis are presented in Figure 2. According to 
the results, trust in banks (β=0.322, p < 0.001), self-

efficacy (β=0.360, p < 0.001), and network quality 
(β=0.145, p < 0.009) have significant positive effects 
on m-banking continuance intention. Consequently, H1, 
H2, and H3 are all supported. The R2 of the model is 
0.497.

0.915

0.929

0.912

0.497

0.914

0.921

0.927

0.145

0.360

0.322

0.913

0.949

0.953

0.927

0.948

0.905

0.904

NQ1

SE2 C11

TB1

NQ2

SE3 C12

TB2

NQ3

SE4 C13

TB3

TB4

NQ4

SE5

SE1

Trust in banks

Self-efficacy

Mobile network 
quality

Continuance 
intention

FIGURE 2: SMARTPLS RESULTS OF MEASUREMENT AND STRUCTURAL MODELS

DISCUSSION AND IMPLICATIONS

The results of the analysis identified customers’ trust in 
banks that offer mobile banking as a significant factor that 
influences their mobile banking continuance intention. 
This finding is consistent with previous findings (Alalwan 
et al., 2015; Luo et al., 2010) that have identified trust 
as a critical issue that influenced the adoption of mobile 
banking. In order to retain their current m-banking 
customers, banks need to work at improving customers’ 
trust in their institutions, making sure that their employees 
are trained with enough expertise to provide m-banking 
services, have the ability to handle the complexities of the 

services, and are ready and willing to help customers with 
their m-banking service issues. Working towards these 
ends will bolster customers’ confidence in the banking 
institutions, and foster the retention of current m-banking 
customers.

The results also indicate that self-efficacy has a significant 
and positive effect on the m-banking continuance intention 
among retail customers. This finding is supported by prior 
research (Amin et al., 2012; Maduku & Mpinganjira, 2012; 
Luarn & Lin, 2005). Thus the extent to which m-banking 
users have the confidence to use the service significantly 
influences their intention to continue using the service. 
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This suggests that, in order to retain their current mobile 
banking customers, banks must give customers enough 
guidance for them to conduct their m-banking activities 
successfully. Moreover, having readily-accessible contact 
personnel in place to assist customers with any difficulties 
they may have in using the service will go a long way to 
increasing customers’ confidence in their ability to handle 
banking transactions successfully in the mobile medium. 

The quality of mobile network connectivity is also identified 
as having a significant and positive impact on customers’ 
intention to continue using m-banking. The results 
corroborate the findings of previous researchers (Al-Somali 
et al., 2009; Pikkarainen et al., 2004) who have similarly 
found that quality of network significantly influences user 
acceptance of electronic commerce. Thus, in an effort to 
foster m-banking continuance intention among their retail 
customers, banks must work with telecommunication 
companies to improve the connectivity of the network. The 
provision of adequate infrastructure – by government, for 
example – could also serve to prevent rampant disruptions 
in the networks’ quality. Thus banks may partner with 
government to improve the state of the infrastructure in 
key areas that directly impact on the provision of services 
to their customers. 

CONCLUSION AND RECOMMENDATIONS 
FOR FUTURE RESEARCH 

This study has examined the impact of selected factors 
on m-banking continuance intention among retail banking 
customers in Gauteng, South Africa. It has used a 
proposed research model that posits the direct effects of 
trust in banks offering m-banking services, self-efficacy, 
and quality of mobile network connection on m-banking 
continuance intention. The study found that trust in banks, 
self-efficacy, and network quality directly and positively 
influence m-banking continuance intention. The proposed 
research model provides a fairly good explanation of 
m-banking use intention, as the factors together explain 
49.7 per cent of the variance in mobile banking continuance 
intention. The implications of these findings for strategies 
aimed at retaining current m-banking customers are 
highlighted in this paper.

Although the findings of the study present important 
managerial insights for the banking industry, it has certain 
limitations. First, the data obtained in this study is cross-
sectional in nature, and thus inferences of causality 
cannot be deduced from the relationships posited between 
the constructs. Future study may therefore consider a 
longitudinal approach to studying this phenomenon in 
order to draw causal relationships between the constructs. 
Second, the factors employed in this study explained 
barely half of the variance in continuance intention. Future 
studies could be dedicated to improving the variance in 
m-banking continuance intention by including additional 
factors in the research model. Third, the study took place 
only among retail banking customers in Gauteng, South 
Africa. This has repercussions for the generalisability 
of the findings to a larger population. Future studies 
could consider expanding the study sample to include 
respondents from other provinces in order to improve 
the generalisability of the study’s findings to the national 
population of m-banking users.    
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ABSTRACT

South Africa’s Human Resource Development Strategy 
(HRD SA) calls for new approaches to gear our youth, 
especially graduates, for successful integration and 
contribution to local, national and global economies 
and societies. The triple helix partnership approach 
calls for education, business and government to 
collaborate to improve talent acquisition, development 
and skills transference. The literature is not convincing 
that organisations value their employees, especially 
future graduate talent, as human capital; engaging and 
supporting tertiary students to gain access to workplace 
practices authentically and strategically. 

Graduating students and future employees undertaking 
work integrated learning (WIL) experience were requested 
to rate how they perceived the organisations they 
worked in. The findings reveal that future employees 
found organisations to be either supportive and highly 
motivating or lacking in management support for employee 
development. This quantitative empirical research 
contributes to theory, research and practice on talent 
acquisition and the Human Resource Management (HRM) 
discipline. 

KEY WORDS: work integrated learning (WIL); future talent; 
triple helix partnership; human resource management 
(HRM); talent acquisition; graduate employment
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INTRODUCTION

The future employees, especially potential future talent 
that organisations require to fill vacancies, fulfill talent 
acquisition targets and achieve strategic goals, reside in 
higher education institutions (HEIs).  The Human Resource 
Management (HRM) function in organisations, especially 
the talent acquisition strategy, should proactively penetrate 
education in higher institutions to poach and prepare 
future employees (Hazelkorn, 2015). HEIs should produce 
high quality graduates who are equipped to deliver to the 
rapidly evolving market place and economy using rapidly 
improved technology and solutions (Comunian, Gilmore & 
Jacobi, 2015; Hazelkorn, 2015).

South Africa (SA) has a Human Resource Development 
Strategy, HRD SA, (South Africa, 2009a) that acknowledges 
that the complexity of the workplace is growing; yet both 
government and business continue to work in silos to 
create talent pools in all sectors of society and business. 
The challenge of partnerships is accelerated by the impact 
of globalisation on national economies, production and 
trade, thus requiring greater flexibility and capacity in the 
workforce. Since the 1990s, according to Itin (1999) and 
others later reiterated that the current educational paradigm 
and curricula that underpins primary, secondary and tertiary 
education is not working effectively to feed socio-economic 
needs (Itin 1999; Goralnik, Millenbah, Nelson & Thorp, 
2012). New approaches and models are thus needed to 
gear our youth for successful integration and contribution 
to the local, national and global economies and societies 
(Rush, Adamack, Gordon, Lilly & Janke, 2013).

In response to the call for new approaches to increase 
effective employability of future talent, a renewed talent 
acquisition strategy is required. Organisations need 
to consider graduates-to-be as their future employees 
and talent, especially in talent acquisition policies and 
processes. Managers need to prepare to receive and 
integrate graduates into the workplace - this role is 
entrusted to various stakeholders, especially business, 
government and HEIs (Reynolds & Weiner, 2009). 

This paper presents the empirical research conducted 
on the investigation into how future human capital or 

future talent experience organisational engagement 
and support of them, when they enter the workplace to 
engage in practical, work integrated learning (WIL). The 
paper answers the research question: What do future 
employees, especially talent in the form of university 
graduates, think of current organisations in SA? The aim of 
the paper is make recommendations to key stakeholders, 
especially employers, of how leaders, managers and other 
employees should embrace the future talent during the 
brief WIL experience.   

This section presented an introduction to the research 
paper and the research investigation. The next section 
presents the literature trends on talent acquisition, the 
organisations role in WIL and the benefits of WIL. The 
rest of the paper presents the research method, findings 
and implications for managerial applications. The paper 
concludes with a summary of the main findings and 
recommendations for further research.

LITERATURE REVIEW

The trends in the literature are presented under these sub-
headings: talent acquisition and talent pools, business and 
government role in WIL and WIL benefits.

Talent acquisition and talent pools

In an attempt to increase talent acquisition and create 
talent pools for the country, in 2009, the 21 Sector 
Education and Training Authorities (SETAs) in SA were 
placed under the newly established Department of 
Higher Education and Training (South Africa, 2009b), 
consolidating the post-school education and training sector 
under one government ministry, the Department of Higher 
Education and Training.  The aims were to upskill and 
create employment opportunities for the youth, especially 
matriculants and graduates, so that they may enter and 
contribute to the socio-economic growth of the country. 

Although national skills legislation provides tax and other 
incentives to business and government departments for 
formal upskilling programmes provided to the unemployed, 
including students, who are South African citizens (South 
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Africa, 2011a; South Africa, 2011b; South Africa, 2011c), 
both business and government are reluctant to engage 
with tertiary graduates and prepare them as the country’s 
future talent. The post-school education and training 
sector has also been re-visioned with the promulgation of 
the White Paper on Post-School Education and Training 
(South Africa, 2013). A socio-economic implication of this 
is that as more graduates gain forms of work exposure and 
experience as a formal part of their qualification, greater 
opportunities are presented to business and government 
to create effective, quality talent pools when they provide 
WIL opportunities for students. The need for formalising 
partnership arrangements with business and government 
is thus not only on the increase but has become an 
imperative (Taylor & Govender, 2013), especially when it 
is reported that 9 out of 10 businesses would rather hire 
someone with experience than those without (Blom, 2015).

Talent acquisition has become a topical issue for HR 
strategists, activists and leaders (Ulrich, 2015). Sourcing 
the right talent for the right job with the right remuneration 
to produce the right output is foremost on the minds of 
HR recruiting specialists (Iqbal, Qureshi, Khan & Hijazi, 
2013). Although developing existing employees to engage 
in promotions, succession plans, job rotations and stretch 
projects is part of the TM strategy; talent acquisition in 
the form of attracting best fit future employees seems to 
be a significantly high strategic goal (Al Ariss, Cascio & 
Paauwe, 2014). 

HEIs offer organisations future talented employees who 
are knowledgeable and equipped with the latest theory 
and technological advancement in a rapidly evolving 
marketplace.  Global trends reveal that successful 
organisations who sustain, grow and transform their 
workforce acquire their future recruits from selected HEIs 
(Rai, 2014; Farndale, Pai, Sparrow & Scullion, 2014). The 
partnership amongst the private and public, corporate 
sectors are testimony of a sure way to gain talented future 
employees.

Business and government role in WIL

Both business and government have a role to play in fast 
tracking and embracing the inclusion of the unemployed, 

students, interns and others who require practical workplace 
experience in specific jobs (Gribble, Blackmore & Rahimi, 
2015; Wait & Govender, 2016). Although it seems that 
organisations are required to go the extra mile to train and 
develop their internal workforce as well as accommodate 
graduates-to-be without any rewards or benefits, the 
opposite is actually true. Organisations are in the prime 
position to groom, accelerate and mold graduates-to-be 
into their future, potential talent (Sirkin, Zinser & Rose, 
2013). Hence both business and government should plan 
for and facilitate the student placement into specific units 
of the organisation during specific periods in the year, 
especially student vacation periods (Jieyi & Foo, 2013).

Managers should plan and prepare for various critical 
sessions of the WIL partnership, such as: the first student 
meeting with supervisor/mentor, meeting with other 
staff, orientation and induction, ongoing support and 
development interventions. Both staff and the student 
should ideally be inducted and encouraged to ensure 
the success of the WIL partnership (Kolb, 2014). The 
role of transindental and visionary leaders is to create 
talent management strategic goals to meet business as 
well as international, national, local imperatives – hence, 
engaging in WIL partnership projects should be a priority if 
future talent is to be acquired from talent creators such as 
HEIs (Ulrich, 2015).

The role of business and government in WIL projects 
is neither to give free experience nor to exploit the 
abilities of the graduates-to-be or future talent. Instead 
managers, supervisors and employees should strategize 
and implement specific innovative initiatives to provide 
meaningful, purposeful workplace tasks, activities and 
projects. In this way, organisations can increase the 
competencies of their future talent and higher education 
can increase the employability of their future graduates 
(Cardoso, Escária, Ferreira, Madruga, & Raimundo, 2014).
WIL benefits for business and government

Benefits to both business and government include the 
opportunity to gain access to quality potential entry-level 
future talent; flexibility of scheduling to meet business 
needs; the prospect of influencing academic programmes 
by contributing to programmes reviews and advisory 
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boards; meeting national and international legislative 
obligations and compliance issues; and claim SETA grants 
and tax incentives (Gribble et al., 2015). Furthermore, the 
graduates-to-be often contribute a fresh approach, new 
ideas and energy that in itself make a contribution in the 
workplace (Ananiadou, Jenkins and Wolf, 2004).

Specific benefits for business revolve around organisational 
development (Takawira, Coetzee & Schreuder, 2014) and 
they include the following:

• opportunity to observe the future graduate talent;

• create future talent pools;  

• allow in-house talent to engage with, learn from, 
mentor and coach students;

• foster a learning organisation when leaders and 
managers embrace the outside-in approach to 
growing talent;

• claim and benefit from skills levy-grants, SETA grants 
and tax incentives when to students are provided with 
WIL opportunities.

The benefits of WIL projects for government include 
social, economic and political opportunities, especially in 
light of the triple helix partnership approach advocated 
by international, continental and national regulators 
(Leydesdorff, 2013; Govender & Taylor, 2015). Specific 
benefits for government include the following:

• meet national, provincial and local skills development 
and other targets and imperatives;

• investment in the country’s youth and future leaders of 
tomorrow;

• co-create talent pools for the country, continent and 
world;

• proactive, efficient and effective partnerships  
with business, graduates and  
educators;

• grow government talent pools by creating a talent 
pipeline of graduates-to-be within all levels of 
government.

RESEARCH METHOD

Research problem

The literature review presents limited empirical evidence 
of how the future SA talented youth perceive their future 
employers. The research hypothesis is as follows: 
organsations provide highly rewarding experiences for 
students and future employees when they partner with 
HEIs in WIL projects.

Research design 

The research approach involved a quantitative research 
design using a self-administered survey questionnaire to 
gather data. A 5-point Likert scale allowed participants to 
rate their experience as Highly Rewarding, Rewarding, 
Average, Disappointing and Highly Disappointing. 
Furthermore, a few open-ended structured questions 
gathered narrative responses and reflections on participant 
workplace experience.

Research sample and participants 

Convenience sampling was used, selecting students in 
a specific module who were targeted to receive WIL as 
part of their curriculum. Final year HRM Diploma students 
participated in the WIL pilot project to gain a minimum 
of 40 hours (1 week) working experience. The sample 
population consisted of 98 students in two class groups. 
Although the survey questionnaire was administered to 
the entire population, 84 students completed and returned 
the questionnaire. Two questionnaires were excluded from 
the analysis as they were incomplete. The study yielded a 
high return rate of 84% (n=82).

Research instrument 

The survey questionnaire was divided into six sections: 
Section A (Biographic data); Section B (Workplace data); 
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Section C (Preparing for WIL experience); Section D (Your 
WIL experience); Section E (Preparing WIL Portfolio of 
Evidence (POE)) and Section F (Evaluating HRM WIL 
Partnership Model). 

 Research analysis 
Exploratory frequency statistics were used to report on 
responses to Sections A through E.  Section F findings 
report on whether students want to work in the company; 
would students recommend it for future WIL placements; 
the strengths and weaknesses of company; and student 
slogans describing their experiences. The frequency 
responses and common and profound themes are reported 
for the open-ended sections of the questionnaire.

Ethical considerations 

The completion and submission of the questionnaire was 
voluntary. Participants were assured of confidentiality and 
anonymity. They were also assured that all data gathered 
will be utilised for research and development purposes only. 
No participant was victimised or harmed from this study. 

RESEARCH RESULTS AND DISCUSSION

Biographical data

The average age of the future graduates and talent 
was 22.3 years. This student cohort is part of the born-
free generation of 1994 and is significant to this study. 
Furthermore, they are part of the Generation Y cohort that 
believes that they should be able to access anything at the 
press of a button. There were 66% female and 34% male 
participants in the study. Table 1 presents the biographical 
findings of the future talent participants of the study.   

TABLE 1: FUTURE TALENT BIOGRAPHY

N Average Age Females Males

82 22 years 54 (66%) 28 (34%)

Future talent WIL placement

It is significant that 90% of the future talent cohort 
secured their WIL placement into an organisation 
entirely by themselves. This reveals self-confidence 
and entrepreneurship potential. Self-placement frees 
WIL Coordinators to become strategic players linking 
multiple stakeholders into secure WIL partnerships. It 
is also significant that the 10%, who could not secure a 
self-placement, were assisted by their peers to secure 
an organisation as supported by Hazelkorn (2015). Peer 
learning, support and caring should be encouraged when 
managing future talent. Table 2 presents the frequency 
statistics for types of WIL placement.   

TABLE 2: FUTURE TALENT PLACEMENT TYPE

Self 
placement Peer Placement WIL Coord 

Placement

74 (90%) 8 (10%) 0 (0%)

Not all future talent enjoyed the experience of self-
placement as is revealed by the findings on whether they 
enjoyed their organisational placement experience. Only 
44% rated finding their placement organisation as highly 
rewarding and only 45% rated confirming their placement 
in the organisation as highly rewarding. However a further 
23% rated finding their placement as rewarding and 29% 
rated confirming their placement as rewarding. Hence, a 
majority of between 65% to 74% rated find and confirm 
their placement as rewarding as supported by Govender 
and Taylor (2015). It is noted that 18% and 6% of students 
rated finding and confirming the placement respectively 
as being disappointing or highly disappointing. 

Table 3 presents the frequency statistics for how future 
talent rated their placement identification and confirmation 
experience. 
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TABLE 3: FUTURE TALENT PLACEMENT IDENTIFICATION AND CONFIRMATION

Criteria H/Rewarding Rewarding Average Disappointing H/Disappointing

Finding 
placement

36 (44%) 19 (23%) 12 (15%) 9 (11%) 6 (7%)

Confirming 
placement

37 (45%) 24 (29%) 16 (19%) 4 (5%) 1 (1%)

Timespan for WIL experience

The average number of hours worked by students was 
40.8 hours.  A majority of 55% of the cohort worked for 
the required 40 hours, while a further 29% worked for 

between 41 and 50 hours. Table 4 presents the time 
students spent in the workplace with the significant hours 
highlighted. 

TABLE 4: WIL EXPERIENCE HOURS

1-9 hours 10 hours 20 hours 30 hours 40 hours 41-50 
hours +50 hours Other: 

2 (2%) 0 1 4 45 (55%) 24 (29%) 4 2

Future talent perception of current 
organisations

The perception of this cohort of future talent on how current 
organisations engage with and support employees was 
significantly positive.  Compared to the WIL experience 
being highly disappointing, disappointing or average; a 
majority of the future talent perceive that organisations 
provided a rewarding WIL experience on all 15 items 
measured. A majority of 67% found the first meeting with 
the workplace supervisor/mentor to be highly rewarding. 
This is expected as the first meeting is usually filled with 
enthusiasm and promise from student and supervisor. 
Only 50% found the first meeting with the other workplace 
staff to be highly rewarding. If all staff were not notified of 
the student WIL experience, they may view the student 
as an intrusion and frustration as indicated by Gribble et 
al (2015). 

Only 45% found the first meeting with the other managers 
to be highly rewarding. Ideally, all managers should be 
informed of how they can support, observe and learn 
from the future talent’s entry into the organization as 
recommended by Iqbal et al (2013). A majority of 58% 
found the orientation and induction to be highly rewarding. 
It is encouraging to note that organisations begin the talent 
acquisition process using the right tools, such as induction. 
It is significant that only a mere 38% found the task and 
responsibilities allocated to them highly rewarding. It 
is worth noting that future talent and Gen-Yers want 
to undertake meaningful tasks so that they participate 
actively and authentically in the workplace as supported 
by Jieyi and Foo (2013). 

Only 27% perceive the alignment of tasks to module 
outcomes to the workplace activities to be highly 
rewarding. It is significant that a further 45% rated this 
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item as average, disappointing and highly disappointing. 
Business and HEIs need to collaborate and dialogue 
on how to improve the alignment of workplace tasks to 
module outcomes. While 51% found the first day in the 
workplace to be highly rewarding, 58%found the second 
day in the workplace to be highly rewarding and only 
50% found the third day in the workplace to be highly 
rewarding. This finding is expected as future talent has 
almost no or very high expectations on day one, that 
gradually decline when the novelty of the exposure to 
real work fades. In general it is encouraging to note that 
57% of future talent rated the entire experience in the 
workplace to be highly rewarding. Ideally, leaders and 
managers in business, government and HEIs should 
ensure that 100% of future talent experiences their future 
workplace as highly rewarding as advocated by Rai 
(2014). 

Only 33% rated the travel and transport logistics to be 
highly rewarding; while 44% rated transport as being 
either average, disappointing or highly disappointing. 
This indicates larger socio-economic challenges faced by 
the future talent of SA. Only 27% found the refreshments 

provided by organisation to be highly rewarding; while 
57% rated this item as average to highly disappointing 
(28%). A subsidized feeding scheme for Gen-Yers, 
especially in SA, as an organisational development 
project should be encouraged to ensure that the future 
talents have their basic needs met.  

It is significant that 62% of future talent perceive the 
support provided by the supervisors/ mentor to be 
highly rewarding. It is encouraging to note that talent 
development is practiced purposefully in the SA workplace 
as encouraged by Rush et al (2013). While 45% found 
the support of other staff to be highly rewarding, only 
36% found the support of the managers to be highly 
rewarding. This significant finding should be noted as 
managers may be key barriers to transfer of learning in 
the workplace as pointed out by Ulrich (2015). 

Table 5 presents the frequency statistics for how future 
talent perceive current organisations on the 5-point scale 
of highly rewarding (HR) to highly disappointing (HD). 
Frequencies above 20% are highlighted in the table and 
regarded as significant findings for this study.

TABLE 5: FUTURE TALENT PERCEPTION OF ORGANISATIONS

Criteria HR R Avg D HD

1. First meeting with supervisor / mentor 55 (67%) 19 (23%) 7   (8%) 2 (2%) 0 (0%)

2. First meeting of other staff 41 (50%) 29 (35%) 10 (12%) 1 (1%) 1 (1%)

3. First meeting of other managers 37 (45%) 24 (29%) 13 (16%) 4 (5%) 4 (5%)

4. Orientation and Induction 48 (58%) 17 (21%) 13 (16%) 3 (3%) 1 (1%)

5. Allocation of tasks and responsibilities 31 (38%) 23 (28%) 16 (19%) 11 (13%) 1 (1%)

6. Alignment of tasks to module outcomes 22 (27%) 23 (28%) 25 (30%) 8 (10%) 4 (5%)

7. First day at organisation 42 (51%) 17 (21%) 18 (22%) 4 (5%) 1 (1%)

8. Second day at organisation 48 (58%) 24 (29%) 24 (29%) 3 (3%) 2 (2%)

9. Third day at organisation 41 (50%) 24 (29%) 13 (16%) 5 (6%) 0 (0%)

10. Entire experience at organisation 47 (57%) 20 (24%) 10 (12%) 5 (6%) 0 (0%)

11. Travel and transport to organisation 27 (33%) 19 (23%) 16 (19%) 12 (15%) 8 (10%)
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Criteria HR R Avg D HD

12. Refreshments provided by organisation 22 (27%) 13 (16%) 18 (22%) 6 (7%) 23 (28%)

13. Support provided by supervisor / mentor 51 (62%) 19 (23%) 11 (13%) 0 (0%) 1 (1%)

14. Support provided by other staff 37 (45%) 28 (34%) 14 (17%) 3 (3%) 0 (0%)

15. Support provided by other managers 30 (36%) 27 (33%) 17 (21%) 3 (3%) 5 (6%)

Future talent perception of organisation as 
future employer

Respondents definitely enjoyed their WIL experience 
as 89% stated that they would want to work for the 
organisation upon graduation. Some of the reasons 
they cited are as follows: staff were helpful; employees 
seemed united; most staff were supportive, friendly and 
welcoming; they enjoyed working in the organisation; 
they worked well under pressure; WIL improved their 
skills; work was challenging; vacancies exist; aligned to 
career objectives; field workaholic; good organisational 
goals; positive culture; interesting; and inspiring.

Although the 10% of future talent who indicated that 
they would not consider the organisation as their future 
employer may seem to be a small, insignificant statistic, 
it is significant if that organisation is yours. The future 
talent of SA cited the following for not choosing their WIL 
experience organisation as their employer of choice: 
the organisation was ‘full of critics’; there is a ‘lack of 
resources’ to perform well; organisational ‘environment 
not pleasing’ so work becomes a chore rather than a 
pleasure; orgainsation is ‘boring’; managers involved in 
‘too much politics’; realisation that the ‘retail industry (is) 
not for me’; belief that ‘employees (are) not treated well’; 
organisation does no workforce planning hence there 
is ‘too much workload’; organisation was ‘not relevant’ 
to career goals. These findings are consistent with the 

trends in the literature as indicated by Rush et al (2013), 
Rai (2014) and Ulrich (2015). 

In response to whether they would recommend the 
organisation to other future graduates, 91% of the 
respondents agreed that they would.  This finding is highly 
significant, not only for applauding the excellent rating 
awarded to current organisations in the SA workplace, 
but for future WIL placements, indication of the success 
of the HRM WIL Partnership Model and for co-creating 
future talent acquisition pools and pipelines. This finding 
is consistent with recommendations for employability as 
advocated by Govender and Taylor (2015) as well Ulrich 
(2015).  The 7% of respondents who stated that they would 
not recommend the oganisation to future talent cited the 
following as some of the reasons for their decision: the 
organisation was ‘focus(ed) on engineering’ versus HRM; 
the WIL experience ‘lacked HR support’; the organisation 
was ‘unprepared for students’; the organisation offered 
‘limited HR’ experience; ‘little experience’ was gained 
from the tasks.

Table 6 presents the future SA talent perception of 
organisations as future employers. The significant 
reasons are highlighted to indicate what WIL 
stakeholders, especially organisational development 
professionals, managers and leaders should pay 
attention to with regard to the choices made by the 
future talent of SA.
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TABLE 6: FUTURE TALENT PERCEPTION OF ORGANISATION AS FUTURE EMPLOYER

Criteria Yes Reasons No Reasons

Organisation as 
Employer

73 (89%) Helpful; employees united; 
supportive; friendly; welcoming; 
enjoyed working in organisation; 
worked well under pressure; 
worked well; improved skills; 
challenging; has vacancies; future 
development plans, aligned to 
career objectives; field workaholic; 
good organisation goals; positive 
culture; interesting; inspiring.

8 (10%) Full of critics; lack of resources; 
environment not pleasing; 
boring; too much politics; retail 
industry not for me; employees 
not treated well; too much 
workload; not relevant.

Recommend 
organisation

75 (91%) Better place to learn; HR needs 
fresh people; good communication; 
industry is insightful; meet different 
people; growth opportunity; 
students were treated well; 
mentor was helpful; mentors are 
professional; assist students; staff 
supportive; assist students.

6 (7%) Focus on engineering; lacked 
HR support; unprepared for 
students; limited HR; little 
experience.

WIL SWOT (strengths, weaknesses, 
opportunities and threats) to future talent

For the purpose of benefits/ returns versus risks, the 
findings of the talent strengths and opportunities will 
be reported on first, followed by the weaknesses and 
threats. The future talent of SA perceive the following to 
be strengths of the WIL experience: ‘finding a (work)place’ 
as the first success factor; ‘gained work experience’ as the 
second success factor; for those who ‘gained corporate 
world experience’ WIL was a bonus; gaining ‘interpersonal 
skills’ and ‘teamwork’ skills; ability to ‘completed academic 
study’ with a taste of practical experience; gathering 
toolkits on how to ‘deal with different people’.

Some of the opportunities of the WIL experience as 
perceived by SA’s future talent are as follows: the exposure 
to ‘learn technology’ and ‘new thing(s)’; build workplace 
‘network(s)’; presents ideal ‘job opportunity’ and/or gain a 
‘good reference’; presents ‘exposure to (the) real world’, 
especially ‘HR practice’, allowing ‘exposure to more 
(specialised) functions’.

According to the future talent, the following are common 
challenges or weaknesses to their WIL experience: 
‘transport’ and ‘travel costs’; ‘too much work’, ‘work 
pressure’ and ‘long working hours’; experiences with 
‘hard headed’ managers and ‘unfriendly staff’; lacking 
‘time management’ skills; unfamiliar territory when 
‘interacting with different people’; management ‘lack of 
orders/ structure’ and ‘preparation’; and alignment of WIL 
when ‘preparing POE’. 

It is significant that the following common risks or threats 
emerged as findings, so that WIL Project Leaders and 
other WIL stakeholders can manage them. If such 
threats continue to exist, there would be no or limited, 
and unsatisfactory WIL experiences. WIL threats include: 
‘finding organisation’ as this is the first step in the WIL 
process; ‘no HR’ experience gained; ‘staff felt threatened 
by students’ and ‘intimidated’ at times is highly significant; 
‘couldn’t understand the process’ due to lack of skills 
transfer; ‘not enough WIL’ due to ‘insufficient time’ and 
‘limited duration’ is a significant threat; if organisation 
considers ‘inexperience’ as a criteria to consider future 
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talent for 1-2 workplace experience. These findings are 
supported by Iqbal et al (2013) and Gribble et al (2015)
Figure 1 presents the significant findings in the SWOT 

analysis of how SA’s future talent perceives their WIL 
experience in the SA marketplace.

STRENGTHS
Gained corporate world experience

Interpersonal skills
Teamwork

WEAKNESSES
Unfriendly staff
Transport costs

OPPORTUNITIES
Jobs

Networking
Exposure to real world 

Technology

THREATS
WIL assessment
POE submission

WILSWOT

FIGURE 1: FUTURE TALENT WIL SWOT ANALYSIS (SOURCE: AUTHORS)

Future talent WIL slogans on WIL experience

The slogan findings reveal that most future talent had 
an exhilarating WIL experience. The slogans of most 
significance for this study are as follows: ‘WIL yourself”; 
‘I believe in me’; ‘believe you can’ be ‘the best’; WIL was 
‘fantastic’ and ‘excellent’; and engaging in ‘team WIL’ was 
‘enriching’ and ‘fun’.

Other slogans were as enriching to the findings of this 
study as narrated in these phrases: the ‘sky is indeed 
the limit’; ‘everything is possible’ if you can ‘change your 
thoughts’ and begin ‘building careers’; there are ‘unlimited 
opportunities’ with ‘entry to (the) workplace’; WIL is the 
‘key to (our) future workplace’; WIL is ‘paving (the) way to 
success’ and ‘to a brighter future’; future talent ‘embrace 
yourself’; WIL is ‘bringing the workplace to students’.

When future talent say ‘hard work pays’, ‘don’t be afraid 
to learn’ and ‘love what you do and (you) will do it right’, 

it is definitely an opportunity for organisations to listen 
and become proactive in creating future talent pools. The 
future talent of SA are aware that ‘work experience is a 
prerequisite’ for work and that ‘practice makes perfect’; 
hence gaining ‘knowledge (of) work’ by moving ‘out of 
(the) comfort zone’ of the classroom is a ‘fun way to 
learn’, ‘meet the real world’ and ‘experience the world of 
workers’.
It is admirable and commendable that the WIL experience 
provided a ‘strategic thinking’ perspective for some 
participants. It is also an eye-opener that the future talent 
of SA is aware that WIL is for the ‘greater good’ of the 
country and world as advocated by Gribble et al (2015) 
and Ulrich (2015). 

Finally, the aim and purpose of the WIL project was 
achieved when participants admitted that WIL made 
‘practical HR’ ‘possible’ as advocated by Kolb (2014). 
The managerial applications of these significant findings 
are present in the next section.
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MANAGERIAL APPLICATION

The following ten managerial applications for organisational 
leaders and managers are derived directly from the 
findings of this study:

1. The biographical findings reveal that managers 
should expect to recruit a future talent cohort of 
approximately 22 years and that 66% of them are 
female.

2. The future talent of SA is capable of seeking and 
securing their own workplace and job as revealed 
by the 90% WIL self-placement findings; hence 
managers should expect able, willing and ready 
future talent who are eager to contribute to work.

3. Managers should dispel the myth that our youth 
are lazy and want everything without any effort, as 
the study reveals that 55% of future talent is ready 
to work the required hours and a further 30% are 
prepared to work longer than the required hours.

4. 81% of future talent believes that if managers 
ensure that organisations are prepared for, create 
a structured plan of action, communicate with all 
staff, embrace a learning organisation, and provide 
support, stipends and refreshments to future talent 
entering the workplace via WIL partnership projects, 
the WIL experience is rewarding.

5. Since 89% of future talent desire to work for the 
organisation and 91% recommends the organisation 
to other future talent, managers should feel proud, 
celebrate and create opportunities for effective and 
efficient talent acquisition, talent pools and talent 
pipelines.

6. Managers can celebrate and reinforce their current 
strengths: the WIL partnership project reveal that 
managers accommodate, integrate and provide 
exposure to real jobs and technology to future talent; 
including increasing their awareness of the academic 
(IQ), emotional (EQ) and cultural intelligences  
(CQ).

7. Managers should heed the weaknesses as perceived 
by future talent in the areas of workforce planning, 
workload, work hours and work pressure which 
impact on collegial needs, such as supportive staff 
and managers.

8. The management opportunities that arise out of the 
WIL partnership projects allow leaders, managers 
and employees to engage with future talent on the 
effectiveness and efficiency of internal and external 
systems, processes, procedures and policies; while 
simultaneously benefiting from the opportunity to 
create future talent acquisition candidates and talent 
pools.

9. Managers must manage the risks or threats of 
unpreparedness and staff and managers feeling 
intimidated by the entry of future talent into the 
workplace; while WIL project managers and 
administrators must manage the risks/threats of the 
short timespan for the WIL experience and the POE 
compilation, as well as the use of the POE as an 
assessment tool.

10. Leaders and managers have current information  
on the profile, optimism and determination of the 
future talent cohort or Gen Yers of SA in order to 
make informed decisions for future workforce 
planning and talent management – future talent of 
SA are competent, confident and collegial and seek 
to contribute to the ‘greater good’ of SA and the 
world.

CONCLUSION

A competent, capable and willing future talent for the 
organisations of SA currently resides in higher education. 
Talent acquisition leaders and managers have a natural 
source of future talent to fill vacancies and create talent 
pools if they tap into graduates-to-be entering the 
workplace via work integrated learning (WIL) projects. 
This paper presents the empirical research findings 
that support the partnerships established between 
HEIs and organisations to promote future-fit-leadership 
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and employability in the country. While 89% of current 
organisations in SA provide a rewarding experience for 
future talent so much so that they would enjoy working 
for the organisation after graduation, over 90% of future 
talent would recommend the organisation to other cohorts 
as well.

The paper presented an introduction, current literature 
trends, research method, findings, discussion and 
managerial applications of this research study on how 
future talent perceive current organisations as current 
and potential future employers. The empirical evidence 
reveals  that while organisations are currently supportive 
and do contribute to the development of future talent, 
much can still be done to improve the integration, 
assimilation and networking between existing staff and 
the future talent of SA. The recommendation of this 
research paper is that further research be conducted 
to empirically measure how organisations perceive the 
future talent of SA, especially those that flow from higher 
education. 
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ABSTRACT

Business coaching is globally an unregulated industry that 
is not considered a profession yet. In South Africa, two 
of the regulatory bodies, namely COMENSA and IMCSA 
have been recognised as professional non-statutory 
bodies during 2015. The purpose of the study is to inquire 
into how business coaching is currently being practised 
in South Africa from a practitioner’s perspective. At this 
key point in the maturation process of business coaching, 
it is important to understand the present state of the 
industry in order to direct it towards its aim of becoming 
a profession. A questionnaire was designed specifically 
for this research. It included all aspects associated with 
the coaching practice. Questionnaires were presented 
to all members of the professional body for coaches and 
mentors in South Africa. The findings are in line with the 

results of similar studies done elsewhere in the world. It 
revealed that business coaching is a young industry that 
attracts practitioners from different backgrounds. The 
recommendations of these studies support the notion that 
business coaching must move towards professionalisation. 
The information acquired through this research can 
contribute to the development of a score sheet for the 
industry in South Africa, as well as a progression plan 
to direct the industry towards professionalisation. The 
article provides information regarding the current state 
of business coaching in South Africa and links it with 
international tendencies. It shows that South Africa is on 
par with the development of the industry globally.

Key words: coaching; professionalisation; practitioners; 
practice; affiliation



HUMAN CAPITAL MANAGEMENT, ORGANISATIONAL BEHAVIOUR AND LEADERSHIP
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

211

INTRODUCTION

In 2004 the Harvard Business Review called business 
coaching in the United States of America an untamed 
terrain, a chaotic frontier, unexplored like the Wild West 
of yesteryear, fraught with risk, but also immensely 
promising (Sherman & Freas, 2004). One may well ask: 
What does this industry look like in 2016 in South Africa? 
Has the South African business environment been able 
to tame and systemise the industry and did it live up to 
its reputed promising start? 

Business coaching is seemingly still the trend of the 
moment. It is becoming one of the fastest growing 
interventions in the professional development of 
managers (Baron, Morin & Morin, 2012; Blackman, 
2006; Bluckert, 2004; Hamlin, Ellinger & Beattie, 
2008). The growth in the coaching industry is a global 
phenomenon. In 2002 there were an estimated 10 000 
business coaches in the USA and by 2007 there were 
more than 50 000. In the United Kingdom there were 
about 1 500 business coaches in 1999 and by 2005 there 
were more than 8 200 coaches (Joo, 2014). According to 
Maritz (2013) there are approximately 44 000 business 
coaches operating worldwide at the moment and South 
Africa ranks seventh in the top ten countries with the 
highest number of coaches. The webpage of Coaches 
and Mentors of South Africa (COMENSA, 2015), stated 
there they have currently 1 312 members who are 
practitioners and coaching service providers, but in fact 
there are many more coaches in the country that are not 
affiliated with any regulatory body. 

This growth in the industry can be attributed to the 
fact that business coaching is not delivered by human 
resource development professionals (Hamlin et al., 
2008). The growth may also be ascribed to the promise 
that it is a remedial practice and also functions as a 
leadership development tool to drive innovation and 
sustainable growth (Bozer, Sarros & Santora, 2013). If 
it continues to develop at its current rate, it will make 
an even more significant difference by influencing the 
competence and performance of individuals, managerial 
leaders, teams and organisations (Stout-Rostron,  
2012).

The coaching industry and the practices associated 
with it are not free of risk. One serious concern is the 
fact that many coaches do not have coach specific 
training (Feldman & Lankau, 2005). Individuals from all 
industries, such as attorneys, sport coaches, engineers, 
athletes, teachers, priests, and psychologists flock to 
coaching and call themselves business coaches. They 
often claim that they have the necessary competencies 
and proven approaches to address organisational needs 
for leadership and management development (Brooks & 
Wright, 2007; Brotman, Liberi & Wasylyshyn, 1998; Joo, 
2014). With regard to the lack of training, some business 
coaches report that they are unsure about the exact nature 
of their practice (for example, how to sell their product 
and how to position it in the market). Others are not sure 
about how to define the industry in terms of its nature 
and has difficulty in explaining the benefit of business 
coaching compared to other available consulting services 
(Clegg, Rhodes, Kornberger & Stilin, 2005). A further risk 
in the development of business coaching as a profession 
is that, in South Africa, but also internationally, there is 
no legal obligation for coaches to register or belong to 
a regulatory body (Stout-Rostron, 2012). Belonging to 
a regulatory body is typical of most professions (Van 
Rensburg, Basson & Carrim, 2011). Business coaching 
used to be an unregulated industry with no licensing 
or official regulating authority (Brotman et al., 1998). 
In South Africa COMENSA has been recognised as a 
professional non-statutory body by SAQA (South African 
Qualification Authority) on 20 May 2015 (http://pbdesig.
saqa.org.za/view ProfessionalBody.php?id=942). And on 30 
June 2015, the Institute of Management Consultants 
and Master Coaches of South Africa (IMCSA) was also 
recognised as a non-statutory body with two professional 
designations by SAQA. Coaching is thus at the moment 
a self-regulated industry in South Africa, with three 
professional designations, but business coaching is not 
one of the professional designations as such.

The key focus of this article is to report on the state of 
the South African business coaching industry and the 
characteristics of practitioners currently operating in 
the industry. In the study on which this article is based, 
a convenient sample of the current practitioners of 
business coaching in South Africa were asked to complete 
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questionnaires regarding their affiliation, qualifications, 
practice and level of knowledge. The ultimate aim is 
to feed information back into the industry on the level 
of professionalism as a baseline, and contribute to the 
development of a score sheet of the industry in South 
Africa in order to direct business coaching towards 
professionalisation.

In the article the background to the problem is briefly 
sketched. Next, the methodology used for the research 
is discussed and the results are presented. The article 
concludes with an interpretation of the findings, a 
discussion of the implications and the limitations of the 
research, and suggestions for future research.

Literature review

The modern concept of business coaching originated 
in the world of sport. Business coaching practitioners, 
however, profess to be in a distinct and unique emerging 
profession, differentiating itself from sport, teaching, 
training, counselling and mentoring. Within this context 
business coaching can be defined as an intervention 
aiming to result in better performing individuals and 
organisations through a dynamic relationship between a 
coach and a client (Stout-Rostron, 2012).

The business coaching industry is typified by self-styled 
consultants who come from very different professional 
backgrounds and who regard themselves as coaches 
(Hamlin et al., 2008). Because of the increase in 
demand, individuals from a wide array of backgrounds 
have added coaching to their repertoire of services 
(Feldman & Lankau, 2005). According to Maritz (2013) 
everyone is doing it, but everyone does it differently. This 
wide variety of backgrounds and the associated plethora 
of models and approaches mean that business coaches 
are practising in vastly different ways. An intervention 
by a coach will thus not only be tailored by the needs 
and interests of the client, but also by the background, 
theoretical orientation, interests and skills of the coach 
(De Haan et al., 2005). The diversity of backgrounds 
further means that the coaching industry and academia 
draw a wide range of methodological approaches and 
educational disciplines into this field (Grant, 2006).

Business coaching as a field of research and study is thus 
intellectually indebted to a number of other disciplines 
(Joo, 2014). There are some scholars who argue that, 
because of their particular training, psychologists are 
the most qualified to conduct business coaching, while 
others argue that the best person for the job is one with 
a background in business and management (Feldman 
& Lankau, 2005). There is, however, little consensus 
on this matter. What is undisputed is that practised 
business coaching is an eclectic blend of concepts and 
methods borrowed from adult education, management 
training, industrial/organisational psychology and generic 
consultation skills (Blackman, 2006).

Business coaching globally is in a state of flux (De 
Haan, Duckworth, Birch & Jones, 2013), particularly as 
it is an unregulated and fragmented (Myburgh, 2014) 
field with no entry barriers (Grant, 2006). Anyone can 
label themselves a coach. According to Myburgh (2014) 
the unregulated environment of business coaching, 
especially in South Africa, exposes the public to coaching 
behaviour which may be incompetent and unethical. 

Given that clear barriers to entry is a central requirement 
for a profession (Van Rensburg, Basson & Carrim, 
2011), coaching should be considered an industry 
and not yet a profession (Grant, 2006). In early 2013 
the newly elected executive committee of COMENSA 
instated a programme to rectify this situation. They 
decided to register COMENSA with government as a 
self-regulated professional body. This happened in 2015. 
From then onwards, COMENSA launched a strategy 
for the development of local standards, credentialing 
and continuing professional development based on 
international benchmarking (Myburgh, 2014). But 
COMENSA is only one of the bodies in South Africa and 
not all business coaches belong to COMENSA or for that 
matter to any other regulatory body.

Business coaching is one of those areas where practice 
is way ahead of theory. While coaching has become an 
established practice and industry, it is still ill-defined with 
a small body of exclusive professional knowledge and no 
tradition and background of training, formal education, 
and continuous and in-depth academic research (Joo, 
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2014). In South Africa, business institutes such as the 
University of Cape Town’s Graduate School of Business, 
the University of Stellenbosch Business School, 
Tshwane University of Technology and Henley Business 
School offer business coaching training (Maritz, 2013). A 
Google search of business coaching training institutions 
in South Africa, done by Maritz in 2013 revealed that 
many organisations that are not registered with any 
governing body, deliver a wide range of courses at 
foundation, intermediate and practitioner level from two 
days to 18 months in length. Industry standards and 
quality are thus undefined and dependent on a myriad 
of coaching training institutions, of which only one, the 
University of Stellenbosch, is registered with and quality 
assured, according to Myburg (2014), by the National 
Qualifications Act. There are currently 41 coaching 
training institutions in South Africa alone registered with 
COMENSA (Maritz, 2013). The result is thus a mixed bag 
of approaches, methodologies and philosophies which 
are not necessarily grounded in evidence-based practice. 
The industry is therefore characterised by market 
confusion and an influx of untrained or poorly trained 
practitioners. Due to the historical diversity of approach 
and lack of commonly agreed coaching competencies 
and standards, there is also no agreed core curriculum 
to train coaches at present (Bluckert, 2004). There needs 
to be a significant investment in personnel and course 
development in order to produce a truly professional 
business coaching curriculum (Grant & Cavanagh, 2004).

Some research has been conducted on coaches as 
practitioners. International surveys conducted on 
the demographic background of business coaches 
have revealed that most coaches are between 40 and 
60 years of age, with an average of 24 years of work 
experience. Their qualifications vary between none 
and a PhD (Feldman & Lankau, 2005). Most coaches 
do not have a background in behavioural sciences and 
most commercialised coaching courses and training 
programmes offered in the market are short courses with 
little or no theoretical grounding, offering only a model of 
coaching that can be practised and applied (Grant, 2006). 
The model or system that they suggest bears little or no 
reference to the broader knowledge base (Cunningham, 
2014).

Relatively little is known about business coaches, their 
practices and methods (Brooks & Wright, 2007), and only a 
few scholarly articles on the practice of business coaching 
in South Africa could be located (see Maritz, 2014; Maritz, 
Poggenpoel & Myburgh, 2009; Maritz, Poggenpoel & 
Myburg, 2011; O’Flaherty & Everson, 2005). The study 
that informed this article sought to address this shortfall by 
reporting the results of a survey on the characteristics of 
those practising business coaching in South Africa, as well 
as how they go about doing so. This study is an important 
first step in understanding the development and extent of 
coaching as an industry, and practitioners as professional 
service providers in South Africa. The ultimate aim of 
the research was to feed the information back into the 
coaching industry and by doing that to contribute towards 
the professionalisation of the industry.

METHOD

Research approach

In this research a cross-sectional survey design was used. 
It was cross-sectional in the sense that data were collected 
at a specific time. Data was collected by means of a 
survey that had been specifically designed for this study. 
The mixed-method approach was followed. The research 
was quantitative in the sense that some questions in the 
questionnaire were used to create numbers, from which 
descriptive statistics were generated. It was qualitative in 
that some questions were open-ended and the content of 
the texts was analysed. The research was explorative as 
not a lot of scientifically collected data are available about 
the state of business coaching in South Africa. 

Participants

The unit of analysis for this research was business coaches. 
All 1 312 coaches affiliated with Coaches and Mentors of 
South Africa (COMENSA, a South African organisation 
for coaches and mentors) were targeted. Members from 
COMENSA were targeted because COMENSA is the 
largest regulatory body in South Africa.  They were invited 
to respond to the survey. The invitation letters as well as 
the questionnaires were emailed through the COMENSA 
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communication system to all 1 312 coaches affiliated with 
them. A total of 148 coaches completed the survey and 
mailed it back. This represents an 11.2% response rate.

Measuring instrument

The questions in the survey draw on characteristics of 
a typical profession (Schutte & Steyn, 2015) and were 
designed to gather the information to establish the current 
state of the business coaching industry in South Africa. 
Open-ended questions were mostly used as the domain 
is largely unknown and such questions may generate 
rich information. The questionnaire was divided into 
five broad areas of interest: demographics, coaching 
professionalism, body of knowledge, business coaching 
qualifications and coaching practice. The questionnaire 
consisted of ten multiple-option and 19 open-ended 
questions. The questionnaire was pre-tested by a selected 
interest group of nine coaches to assure that every 
question was understandable and to make sure that all 
areas of interest were covered. After recommendations 
were taken into account, the questionnaire was handed in 
at the chairperson of COMENSA’s research committee for 
distribution through their channel.

Research procedure

The research was divided into three phases. In the first 
phase literature was collected to guide the development 
of a questionnaire which could assess the extent of 
professionalism in the coaching industry. The results of 
the analysis were published in Schutte and Steyn (2015). 
The questionnaire which was used in the study resulted 
from operationalising the elements which constitute a 
profession. A copy of the questionnaire is attached in 
Annexure A.

In the next phase the questionnaire was administered to 
a set of respondents. Before this could be done, ethical 
clearance to contact human subjects was obtained from 
the ethics committee of the Graduate School of Business 
Leadership at the University of South Africa (Ref # 2015_
SBL/DBL_022_FA). Finding suitable respondents proved 
to be a problem, but the largest South African association 
involved in coaching, COMENSA, was approached and 

they allowed access to their database. A letter to this effect 
is available upon request from the first author. Invitation 
letters as well as questionnaires were emailed to all 1 312 
coaches and a total of 148 coaches completed the survey 
and mailed it back. The data were captured on an Excel 
spreadsheet.

The third phase involved the analysis of the data. Content 
analysis was used to interpret open-ended questions and 
frequencies were calculated for quantitative data.

 Data analysis
To best accommodate the explorative nature of the 
approach, a combination of qualitative and quantitative 
techniques were used. The qualitative data were 
scrutinised to identify themes in the text. The responses 
were dissected to ensure that the data had been captured 
correctly (Fouché & Schurink, 2013). The quantitative 
analysis involved numbers and were counted. The analysis 
of the data consisted of sorting, examining, comparing, 
conceptualising and categorising the information (Cilliers, 
2005). 

Findings

The questionnaire consisted of five different aspects of 
the coaching industry, namely demographics, coaching 
professionalism, body of knowledge, business coaching 
qualifications and coaching practice.

Demographics

Of the 148 participants who returned the questionnaires, 
69 were male and 79 were female. The ages of the 
coaches who participated varied between 38 and 66 with 
an average of 56 years of age. Of the respondents, 40% 
were older than 60 and another 40% were between 50 
and 60. 

To gauge the level of the respondents’ experience, the 
following question was asked:  ‘How long have you been 
a coach?’ The answers varied between six months and 18 
years, with an average of nine years. 27% of respondents 
had been coaches for longer than ten years and 36% had 
been coaches for less than five years.
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Coaching professionalism

Belonging to a professional body is typical of true 
professions. All 148 respondents belonged to COMENSA, 
which is not surprising as the questionnaire was 
distributed to COMENSA members only. Respondents 
were also asked about other affiliations to other coaching 
organisations. Seven coaches also belonged to the 
International Coaching Community (ICF), one belonged to 
the European Mentoring and Coaching Council (EMCC), 
and one to the International Association of Coaching (IAC). 

Adherence to ethical standards and being signatory to 
such standards also typify true professionalism. From the 
148 COMENSA members, 81% were signatories to the 
code of ethics of their affiliation body.
 
Quality assurance and oversight, both elements of a 
profession, were also assessed. The question ‘How are 
your services as a coach evaluated?’ elicited the following 
responses: 13% indicated that their services are not 
formally evaluated, 63% indicated they get evaluated 
through customer evaluation questionnaires. 45% 
respondents indicated that they are evaluated by their 
regulatory body and 54% by a supervisor or peer.

Body of knowledge

A sound academic knowledge base typifies professions. 
Several questions on this matter were posed. 

The first question in this section related to the concept of 
business coaching. In an attempt to gain an understanding 
of the way in which business coaches define coaching, 
they were asked to indicate the concepts that best describe 
business coaching the way they practise it. Respondents 
were asked to contrast aspect of their practice. The way 
they responded to these aspects are listed below, in order 
of frequency: 

• One-on-one relationship – 90%, compared to defining 
it also as a group activity – 47%

• To change behaviour – 86%, rather than to change an 
attitude – 81%  

• To achieve personal goals – 81%, more so than 
organisational goals – 76%

• To achieve desired outcomes – 77%, rather than just 
setting targets – 52%

• Regular contact – 77%, in comparison with once-off 
interventions – 23%

• Paid for by the company – 72%, in contrast with 
individuals paying for themselves – 52%.

To gain information on the dominant theoretical paradigm 
which guides coaches, the respondents were asked to 
indicate which coaching model they used in their approach. 
The number one answer by 63% participants was that they 
used their own model. Second was Positive Psychology by 
59% respondents and in the third instance, 40% coaches 
indicated that they used the Narrative Approach. 

In the participants’ answers to the question ‘Which book(s) 
and author(s) on the topic of business coaching are your 
favourite(s)?’ eight respondents indicated that they have 
read the book Business Coaching: Wisdom and Practice 
by Stout-Rostron and three read Rethink by Natalie 
Cunningham. Other books mentioned at least once were: 

• Mastering Mentoring and Coaching by Merlevede and 
Bridoux

• Coaching – Evoking excellence in other by O’Flaherty 

• Coaching with backbone and heart by O’Neill

• Somatic Coaching by Heckler

• Behavioural coaching by Skiffington and Zeus

• The complete handbook of coaching by Cox, 
Bachkirova and Clutterbuck

•  The psychology of executive coaching  
– by Peltier

• Time to think by Klein
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• Coaching for performance by Whitmore

• Psychology in the work context by Bergh and Theron

• Leadership and team coaching by Hawkins

• Transitions by Bridges 

This can maybe suggest that there are no seminal works 
in the field or standard textbooks that could be used by 
these practitioners.

Professions are also associated with Continuous 
Professional Development (CPD). Perusal of academic 
papers might reflect such development. On the question 
‘Approximately how many academic articles on business 
coaching did you read during the past twelve months?’ the 
average answer was 15. This number seems bold, given 
the number of books read. Maybe some respondents 
didn’t read the word “academic” in the question.

Professions are typified by an increase in the body of 
knowledge, and this happens through research and the 
dissemination of research results. 18% of the respondents 
indicated that they possess the operational knowledge of 
research methodologies needed to do scientific research 
on business coaching. Not one of the respondents, 
however, had published any articles in academic journals. 
Practitioners affiliated to COMENSA and who responded 
to the research questionnaire therefore did not contribute 
to the formal academic advancement of the industry. 

Business coaching qualifications

This section of the questionnaire concerned questions 
about the qualifications of the coaches. In answer to 
the question regarding all post-school qualifications, 
all 148 coaches indicated that they had received some 
sort of post-school qualification. Two participants (1,3%) 
indicated that they had doctorate degrees, 9 (6%) had 
masters’ degrees, 32 (21,6%) had honours degrees. 36% 
of the respondents had bachelor’s degrees and 85% had 
diplomas and certificates. It seems that business coaches 
in general are relatively well educated. Respondents 
ticked more than one block in this section. A coach for 

example, can have a diploma, an honours, masters and 
doctorate and therefore has ticked four blocks.

When asked to indicate at which level they had formal 
post-school qualifications directly linked to business 
coaching, 27% of the respondents indicated that they 
had a certificate, 36% had diplomas and eight (5,4%) 
respondents held a master’s degree in coaching. The 
respondents were also questioned about their non-formal 
education in coaching. The majority of the participants 
(93 or 62%) indicated that they had undergone between 
one and five sessions of coaching-specific training. The 
rest of the respondents (55 or 37%) had not undergone 
any coaching-specific training.

The respondents were also probed regarding their 
business experience. This question was deemed 
necessary as many argue that it is business experience 
which qualifies a person to be a coach. The working 
experience of coaches in the pre-business coaching 
industry varied between ten and 40 years with an 
average of 24,8 years. This is evident of the actual work 
experience of the respondents. As a job title may reflect 
on experience, respondents were asked what their job 
title was before they became a coach. This was done 
to assess the hypothesis that business leaders become 
business coaches. The following job titles were indicated: 
CEO (18 or 12%), manager (24 or 16%), consultant (15 
or 10%), managing director (11 or 7%), sales manager 
(9 or 6%), and area manager (8 or 5%). The coaches 
indicated at which level they had worked before taking 
up coaching as a job. The following were reported: self-
employed 36%, professional 22%, senior management 
18%, middle management 9%, and top management 
36%.

Linked to the premise that coaches need business 
experience to do coaching, they were asked about the 
link between their experience and their practice. Most 
of them, namely 86%, indicated that they practised their 
skills across industries and not only within the industry 
of their experience, with only 13% of the respondents 
coaching only in the industry of their experience.  This 
percentage of respondents thus applied their skills in the 
environment where they had worked before.
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Business coaching practice

A question was posed to ascertain the type of work coaches 
are involved in. The first part had a multiple-choice format. 
Regarding the question, ‘What type of services do you 
offer?’ 81% indicated that they did business coaching, 77% 
that they did executive coaching, 54% offer life coaching 
and 36% did career coaching. The question also had an 
open-ended part, namely ‘Other’. Other services offered 
were leadership development (11%), wellness coaching 
(2%), health coaching (2%), retirement coaching (2%), 
transformational coaching (3%), and relational coaching 
(2%). These types of coaching were self-styled.  

It was considered interesting to probe the use of 
questionnaires as tools of practice. Regarding the question 
about a formally standardised psychometric test that 
coaches might be using, only 9% indicated that they were 
using a standardised psychometric test. 27% respondents 
indicated that they used more popular tests and 40% 
replied that they were not using any tests in their practice.

The length of time spend on coaching sessions vary. 
With regard to individual sessions, 9% of the respondents 
indicated that a coaching session lasted less than an hour 
while 86% indicated that an average coaching session was 
between one and two hours. For groups the respondents 
indicated that the sessions lasted on average between two 
and three hours. 94% indicated that group sessions lasted 
up to three hours while 4% indicated that the duration of a 
group session was longer than three hours. The coaching 
was done either face-to-face (92%), or sometimes in 
groups (20%). It could even take place telephonically (9%) 
or online (2%).

The viability of coaching as a career depends on many 
factors, including the number of clients served, fee charged 
and the marketing of services. With regard to the number of 
clients coaches serve, the participants indicated that they 
had provided services to between four and 100 clients in 
the past 12 months. Groups were less frequently serviced. 
The average fee per hour varied between R550 and R1 
850 with an average of R1 034 per hour for individuals and 
an average of R 1 707 for groups. All coaches indicated 
that they marketed their services mainly through word 

of mouth. 31% indicated that they also did prospecting, 
whereas 9% reported doing cold calls and 9% said that 
they were using networking opportunities in addition to 
word of mouth. Only 4.5% of respondents were using 
webpages or email campaigns to market their services. 

DISCUSSION

The purpose of this article was to report on the current state 
of business coaching in South Africa and to give feedback 
to the industry that may be helpful to its development as a 
profession. The data collected by means of questionnaires 
are presented in the findings section of the article and 
in this section the data are interpreted, analysed and 
discussed.

The biographical data of the COMENSA coaches who 
completed the questionnaire revealed that there are more 
female than male business coaches, and most of them 
are in their fifties and sixties. The coaches who completed 
the questionnaires had been in the industry for an average 
of nine years. All the respondents were affiliated to one 
regulatory body, namely COMENSA. This body is the 
largest of its kind in the country. 

The response rate was 11.2%, which means that only 
148 of the 1 312 members completed the questionnaires. 
A larger response rate might have been received if the 
respondents had the opportunity to remain anonymous 
with an online survey, but the chairperson of the research 
committee of COMENSA indicated that the normal 
procedure was that the questionnaires must be distributed 
through COMENSA’s members mailing system.

With regard to professionalism, it is encouraging to note 
that almost all the respondents had signed the ethical 
code of COMENSA. It is also encouraging to find that 
some practitioners are affiliated to multiple regulatory 
bodies. With regard to formal oversight and control, 
customer evaluations seem predominant, followed by peer 
evaluations and evaluations from the regulatory body. 

Given the solicited data, it seems that business coaching 
in South Africa is a one-on-one relationship with a view 
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to changing behaviour and attitudes towards achieving 
personal goals and desired outcomes through regular 
contact with the client. An additional finding is that the 
organisation normally pays for this intervention.

The findings of the research showed that during the 
intervention most coaches use a model of coaching that 
they have developed for themselves. This is a normal 
phenomenon that coaches adopt a model that they are 
comfortable with and that is delivering the outcomes they 
and their clients contracted for.

The fact that business coaching is still a young and growing 
industry is also mirroring in the academic environment 
regarding business coaching. Business coaches read 
academic articles and industry-specific textbooks, but they 
are not academically active and they don’t produce a lot of 
published peer review articles yet. 

Business coaches come to the industry from different 
backgrounds and, according to the research statistics, 
each one brings an average of 24 years of experience to 
the coaching occupation. They are, however, not hesitant 
to coach across industries. It may rightly be asked if it is 
industry-specific or business process experience which is 
needed for coaches to be successful.  

The participants indicated that they did not specialise in 
one type of coaching in their practice and most coaches 
offered a variety of services ranging from executive and 
business coaching to life and career coaching. From 
the statistics it seems that most coaches did not have a 
practice that made it financially viable to do coaching only, 
because on average the coaches had seen 22 clients 
each in the past year at a charge of R1 034 per hour. 
Though this premise was not tested by the questionnaire, 
the researchers assume that coaches are doing coaching 
part time or that they add other services such as corporate 
training and facilitation to their list of services to make their 
practices financially viable.

The results of this investigation that was conducted 
on the South African business coaching industry are 
in line with international results and studies that were 
conducted elsewhere in the world. The literature review 

that is discussed in the background section supports these 
findings.

CONCLUSION 

This article started with the question whether 11 years 
have been enough to tame and systemise the industry and 
whether business coaching has lived up to its promising 
start. In this final section of the article an attempt is made to 
answer the question.

The findings show that the coaching industry in South Africa 
is in line with international development of the industry. From 
a practitioner’s perspective, business coaching is a young 
development within the coaching industry that attracts 
practitioners from different backgrounds. Business coaches 
offer a variety of services through diverse models and 
techniques. There is thus no consistency or homogeneity 
in the delivery of service. From a theoretical perspective, 
business coaching is currently used as an umbrella term 
for a wide spectrum of one-on-one and group interventions 
aimed at improving performance in the workplace.

The recommendation derived from the research is that, for 
business coaching as an industry to become a profession, 
an obligatory membership to a regulatory or professional 
body ought to be introduced. This will safeguard the 
industry and protect the client. A score sheet for the 
industry in South Africa can be developed as well as a 
progression plan to direct business coaching towards 
professionalisation. 

The limitation of this study was the fact that only coaches 
already belonging to an affiliation body were invited to 
participate in the completion of the questionnaires. Only 
coaches from one body participate and all the other 
coaches from possible other bodies, and coaches who are 
not affiliated with any regulatory body, were not part of this 
research project. 

Further research also needs to be done on how to prepare 
business coaching as one designation within the coaching 
industry for professionalisation and how it move towards 
this goal.
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Based on the outcome of the research on which this 
article is based, one can conclude that in 2016 business 
coaching in South Africa might not be compared to the 
American Wild West but rather to an umbrella to which 
people from different backgrounds flock. Notwithstanding 
all the challenges that need to be overcome, it is still an 
immensely promising industry.
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ANNEXURE A: BUSINESS COACHING QUESTIONNAIRE 

1. DEMOGRAPHICS

1.1 Gender

Male Female

1.2 Age

   

1.3 How long have you been a coach?
   

   

2. Coaching professionalism

2.1 Do you have membership from a regulatory body (bodies)? Please specify.

Coaches and Mentors of South Africa
(Comensa)

   

International Coaching Community 
(ICC)
International Coach Federation 
(ICF)
European Mentoring and Coaching Council
(EMCC)
International Association of Coaching 
(IAC)
International Institute of Coaching
(IIC)
International Regulator of Coaches and Mentors 
(IRCM)
Other

2.2 Are you signatory to the code of ethics or any of the aforementioned regulatory bodies?

YES NO
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2.3 How are your services as a coach being evaluated?

No – My services are not formally evaluated
Yes – By the regulatory body I prescribe to
Yes – By a supervisor or a peer
Yes – Through customer evaluation questionnaires
Other - Specify

3. BODY OF KNOWLEDGE

3.1 Please indicate the concepts that best (mostly) define business coaching the way you practise it.
One-on-one relationship
Group activity

Change behaviour
Change attitudes

Improve organisational effectiveness
Achieve personal goals

Target setting
Achieve desired outcomes

Once-off intervention
Regular contact

Open ended discussions
Strictly focussed on topic

Work related discussions
Allow discussion of personal issues

Paid for by company
Paid for by individual

Other concepts: Please list …
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3.2 Below is a list of commonly used coaching approaches. Which of the following best describe the coaching model used 
in your practice. Many of these overlap, but pick at least one, or three at the most. If none of these apply to the way 
you work, please specify.

Psychotherapy
Human Resource Development

Cognitive behavioural Therapy 
Neuro-linguistic Programming
Lean Six Sigma
Narrative approach

Gestalt approach
Positive Psychology
Social Cognitive Neuroscience
Group Coaching

Own developed model
Other: Specify

3.3 Do you use tests in your practice?

Formally stan-
dardised psychomet-
ric tests

Other more popular 
tests

Both None

3.4 Which book(s) and author(s) on the topic of business coaching are your favourite?
Rethink by Natalie Cunningham

Mastering Mentoring and Coaching by Pat-
rick Merlevede and Denis Bridoux
Business Coaching: Wisdom and Practice by 
Sunny Stout Rostron
Other: Specify

Other: Specify

3.5 We don’t all have access to academic articles and reading them is hard work. Approximately how many academic 
articles on business coaching have you read during the past twelve months?

3.6 Have you published the results of any research you have done on business coaching in academic journals?

YES NO
If yes, how many?
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3.7 Do you have any operational knowledge of the research methodologies used in the scientific research of business 
coaching? Indicate your competency on a scale of 0 to 4, where 0 indicates no knowledge at all, and 4 indicates 
complete competence.

0 1 2 3 4

4. BUSINESS COACHING QUALIFICATIONS

4.1 Please provide us with a summary of your formal qualifications. Indicate the number of each of the following formal 
post-school qualifications you have received. Include all qualifications in this section – also those related to coaching.

Certificate Diploma Bachelors Honours Masters Doctorate

4.2 Please indicate on which level you have formal post-school qualifications directly linked to business coaching. 

Certificate Diploma Bachelors Honours Masters Doctorate

4.3 How many other coaching specific training have you undergone? 

Number

One day courses

Two to five day courses

Other. Specify …

4.4 In which industry were you working before you became a coach?

4.5 How many years of working experience do you have pre-business coaching?

4.6 Indicate the level on which you were working before taking up coaching as a job.

Junior Management

Middle Management

Senior Management
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Top Management
Professional

Self-employed

Other

4.7 What was your job title before you became a coach?

4.7 Where do you practise your skills as business coach? 

Within the industry of your experience? Across industries?

5. BUSINESS COACHING PRACTICE

5.4 What type of services do you offer?

Business coaching
Executive coaching
Life coaching
Career coaching
Other. Specify …

5.5 How many clients do you have provided services to during the past twelve months?

Individuals
Groups
Other.  Specify …

5.6 Do you do your coaching mainly
Online

Telephonic

Face-to-face

In groups

Other: Specify …
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5.7 What is the average fee that you charge per hour?

R

- individuals

R

- groups

5.5 What is the average length of a coaching session?

Less than half an hour

Less than an hour

Between one and two hours

Between two and three hours

More than 3 hours

5.8 How do you market your service?

Magazine and newspaper adverts 

Sms campaigns

Email campaigns

Word of mouth

Cold calls

Individual prospecting

Other, please specify …
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ABSTRACT

Talent management has emerged as an important factor 
for the sustainability and competitiveness of organisations 
globally. Research on talent management and the impact 
thereof on the performance of developing countries 
remains scarce. The main objective of this research 
was to determine whether talent management is a 
significant predictor of employee performance in a local 
government institution. A quantitative research approach 
was followed with a talent management measure and 
employee performance measure distributed to employees 
in Botswana local government institutions (N=261). 

The results showed that talent management practices 
are poorly applied in local government institutions. In 
particular management commitment towards talent 
management was lacking. The results further showed 
that talent management practices such as management 
commitment, talent acquisition, talent development and 
talent retention are significant predictors of employee 
performance. Recommendations are made. 

Key words: Local government, employee development, 
management commitment, performance management, 
talent management
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INTRODUCTION

Botswana as a developing country is currently affected 
by rapid global changes which amplifies the need for a 
talented workforce to remain sustainable. A decade ago 
the Public Sector People Manager’s Association - PSPMA 
(2006) reported that local government needs to become 
more effective at talent management for all employees. An 
article in the Mmegi Newspaper (2008) points out that less 
than 20% of businesses in Botswana are focusing on talent 
management and hence forfeit the potential incentives 
associated with the upskilling of their employees. More 
recently a paper by Rudhumbu and Maphosa (2015) 
revealed that talent management strategies are still work 
in progress as management lack the knowledge and ability 
to implement talent management programs. 

According to Caplan (2011) competency management is 
crucial for companies that seek to align their workforce 
with business objectives. Companies that implement tools 
and processes to identify core talent competencies enable 
workers to pursue desired career paths and improve 
business performance (Schutte, 2015). Therefore, by 
managing talent well, local authorities in Botswana will be 
in a better position to enhance their capacity to execute 
strategies and improve service delivery (Diseko, 2015; 
Kekgonegile, 2015). 

The main objective of this research is to determine whether 
talent management is a significant predictor of employee’s 
perceptions of performance management of local 
government institutions in Botswana. More specifically this 
research aimed at achieving the following: 

• To determine the current level of application of talent 
management practices in the local authorities;

• To determine the importance of talent management 
practices in local authorities;

• To determine the predictive relationship between the 
current application of talent management practices 
and the job performance;

• To determine the predictive relationship between the 

importance of talent management practices and job 
performance.

This research is motivated from the fact that the Global 
competitiveness report continues to rank Southern African 
countries poor in terms of people development (World 
Economic Forum, 2015). Talent management is important 
for the sustainability and competitiveness of any country. 
Without skilled and competent people no organization or 
country will survive in an ever changing business world. 
This paper contributes towards a greater understanding 
of the role of talent management in enhancing employee 
performance and subsequent organizational sustainability 
and global competitiveness. In what follows next, a brief 
literature review is presented on the relationship between 
talent management and employee performance. 

LITERATURE STUDY 

Relating Talent Management and 
Performance

Talent Management is the science of using strategic human 
resources to improve business value and make it possible 
for companies to reach their goals (Israelite, 2009). 
Talent Management, often referred to as Human capital 
management, is the process of recruiting, managing, 
assessing developing and maintaining an organization’s 
most important resource - its people (Shukla, 2009). 
Talent Management is as much a mind-set as a process. 
According to Welby-Cooke (2010) leadership talent mind-
sets encourage conversations between line managers 
and staff, the sharing of information and ideas, as well 
as support and collaboration. In this way talent mind-sets 
are a main contributor to employee engagement and 
facilitate good, productive work relationships between 
co-workers (Barkhuizen, Mogwere & Schutte, 2014).

According to Boninelli and Meyer (2011) the focus of 
integrated talent management highlights the importance 
of linking all human resources activities to the strategic 
objectives of the organization. In a similar vein Caplan 
(2011) argues that the human resources function enables 
talent management by crafting business relevant talent 
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management systems and processes and implement them 
in a way that consistently reinforces the organization’s 
values. Armstrong (2011) further maintains that talent 
workforce planning should be an integral part of business 
planning. As a result local government institutions can 
identify and acquire future talent competencies and 
needs (Rothwell, Jackson, Knight  & Lindholm, 2005).

According to Joubert (2007) winning companies and 
institutions recruit employees based on behavioural 
competencies. A primary reason for people becoming 
dissatisfied with their jobs is the poor fit between 
organizational culture and personal style. Organisations 
can eliminate this problem by determining the 
competencies that are vital for success and then hire 
the appropriate talent (Joubert, 2007).  Applied within 
the Botswana context the Ministry of Local Government 
introduced promotions for D band scales (management 
positions) through Local Authority appointment and 
promotions boards (Directorate of Public Service 
Management, 2012). The main purpose of the 
promotions boards was to ensure that employees with 
the right competencies are being promoted within Local 
Authorities. 

As far as talent acquisition is concerned, the government 
of Botswana introduced internship programme specifically 
for graduates from different disciplines to prepare them 
for future employment (Directorate of Public Service 
Management, 2009). The Tutume Sub-Council in 
Botswana hired four graduate interns during 2013 in 
the departments of Information Technology, Education, 
Commercial and Electrical (Human Resources Report, 
2013). A study by Pop (2010) showed that the availability 
of graduate internship programmes in the IT sector 
enhances the performance and employability of graduate 
interns. 

The continuous development of all employees is required 
to keep up with changes in organizational mission, strategic 
objectives, changing technology, and dynamically shifting 
work content (Rothwell et al. 2005). According to Noe 
(2008) companies have lost money on training because 
it is poorly designed, not linked to a performance problem 
or business strategy, or its outcomes are not properly 

evaluated. Talent management drives performance 
management (Bhattacharyga, 2011). Therefore employees 
need to be clear on the impact of their performance on the 
business strategy. 

The government of Botswana, as the largest employer 
in the country through its Ministries develop a national 
prioritized training plan every year for different cadres so as 
to bridge performance gaps and improve service delivery. 
The Department of Public Service Management which is 
responsible for public service in Botswana, estimates that 
at least 14 000 public employees across ministries undergo 
a certain training every year. Training is done in the form 
of orientation, refresher course, workshops and seminars, 
conferences, retreats, team building, and further training 
which is either done locally or externally (Directorate of 
Public Service Management, 2009). The skills that are 
normally addressed are of team building, problem solving 
skills, negotiation skills, good communication skills in the 
workshops and seminars.

Research in public sector organisations in the South 
African and Namibian context revealed that effective 
talent management remains a significant problem 
in local government.  Managers are generally not 
committed towards talent management practices. A lack 
of management commitment furthermore has negative 
consequences for organizational outcomes such as 
quality service delivery (Barkhuizen, Schutte & Smit, 2015) 
and organizational performance (Magolego, Barkhuizen 
& Lesenyeho, 2013). Research done in public sector 
institutions further points out that talent management 
practices such as workforce planning and talent acquisition, 
as well as a lack of talent development and talent retention 
practices are poorly applied  (Mpofu & Barkhuizen, 2013; 
Saurombe, 2015). Moreover significant gaps existed 
between the current application and perceived importance 
of talent management practices. 

In light of the preceding, the following hypotheses are set: 

H 1:  There would be a significant positive relationship 
between the current application of talent 
management practices and the performance of 
government employees; 
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H 2:  There would be a significant positive relationship 
between the importance of talent management 
practices and the performance of government 
employees.

RESEARCH DESIGN

Research Approach

A non-experimental research approach was followed to 
provide a numerical (quantitative) description of attitudes, 
opinions or trends of a population. Quantitative research 
was deemed most appropriate as this study aimed to 
determine the effect of talent management on council 
employee’s performance. A cross-sectional research 
approach was followed using surveys to collect the data 
at a single point in time (Fink, 2009). 

Sampling

The target population in this study consisted of all full 
time employees, being professionals and technicians 
from different cadres of local government institutions 
in Botswana. Stratified random sampling was used to 
determine the same size. Questionnaires were distributed 
hard copy to the respondents after obtaining permission 
from the management of the sub-councils in Botswana. 
Ethical clearance was obtained prior to the execution of 
the study. 

Three hundred and twenty questionnaires (320)  
were distributed to employees of Botswana local 
government institutions. Two hundred and eighty six  
(286) responses were originally collected with two 
hundred and sixty one questionnaires useable (261).  
This represents a response rate of 81.5%.The respondents 
in this sample were primarily male (50.2%), aged between 
30-39 years (49%) and representative of the African 
ethnic group (89.9%). Most of the respondents were  
in possession of a Bachelors degree (33%), employed 
at operational level (37,5%), had between 0 to 10 years  
of work experience (57%) and were employed between 
0-5 years (54%) in their current organisation. 

Measuring Instruments

Talent Management Measure

A talent management measure was developed to assess 
the respondents’ perceptions of Talent Management 
practices in local government institutions. The questionnaire 
consisted of 28 items and measured six Talent Management 
Practices: Management Commitment, Workforce Planning, 
Staffing, Talent Acquisition, Talent Development and Talent 
Retention. The measure used a dual scale. Respondents 
were first requested to evaluate the current application 
of talent management practices in the organisation on a 
five-point Likert scale ranging from Poor (1) to Excellent 
(5). Second the respondents were required to indicate the 
importance of the Talent Management practices on a five-
point scale ranging from Not at all (1) to Critical (5). The 
reliability of the measurement has yet to be confirmed. 

Performance Measure

A performance measurement (Magolego et al., 2013) was 
used to assess employees’ perceptions of performance 
management. The scale consisted of nine items. The 
respondents in the study were asked to rate the items on 
a seven point Likert scale from Strongly Disagree (1) to 
Strongly Agree (6). This questionnaire has been validated 
for the South African context (Magolego et al., 2013).

Statistical Analyses 

Statistical analysis was carried out using the SPSS program 
(SPSS, 2015).  The reliability and validity of the measuring 
instruments were determined by means of Cronbach alpha 
coefficients, as well as exploratory factor analysis.  Linear 
regression analyses were applied, to test for the significance 
of predictive relationships between the variables (see Field, 
2009). 

RESULTS

Prior to the testing of the hypotheses the metric properties 
of the questionnaires were examined. The Kaiser-Meyer-
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Olkin (KMO) measure verified the sample adequacy for 
factor analyses for the Human Capital-Current Index 
(KMO 0.807; Chi 3482.765; df = 325; p=0.000), Human 
Capital Importance Index (KMO.860; Chi 4706.005; df 
= 325; p=0.000) and Performance Measurement (KMO 
.866; 1366.808; df = 36; p=0.000) (see Hair, Black, Babin 
& Anderson, 2010). The results of the factor analyses are 
reported in the ensuring section. 

Factor Analysis - Talent Management Measure - Current
An exploratory factor analysis using the principle 
component factoring extraction method was performed 
on the 28 items of the Talent Management Measure 
(TMM) – Current Practices Questionnaire. The principle 

component factor analysis initially resulted in seven 
factors. However a closer inspection of the pattern matrix 
indicated the items primarily loaded onto six factors.  A 
principle component factor analysis was done by using 
the direct oblimin rotation to specify the six factors. Two 
items were deleted because of problematic and low 
factor loadings. The six factors were labelled Workforce 
Planning (Factor 1), Talent Development (Factor 2), and 
Talent Retention (Factor 3), Management Commitment 
(Factor 4), Talent Acquisition (Factor 5) and Talent Review 
Process (Factor 6). The six factors explained 65,295% of 
the variance. The results of the pattern matrix is reported 
in the Table 1 below. The item loadings were acceptable 
for the six specified factors.

TABLE 1: PATTERN MATRIX FOR TMM-CURRENT MEASURE 

Workforce  
Planning

Talent  
Development

Talent 
Retention

Management 
Commitment

Talent 
Acquisition

Talent Review  
Process

TMM1 .141 .090 -.099 -.612 -.042 .125
TMM2 -.009 .060 -.062 -.830 .051 .128
TMM3 .009 -.058 -.003 -.842 .090 .025
TMM4 -.056 -.039 .027 -.875 .000 -.131
TMM5 -.040 .051 -.020 -.786 -.095 -.141
TMM7 .068 -.277 .001 -.197 .232 -.488
TMM8 .254 -.104 -.008 -.014 .035 -.687
TMM9 .039 .269 .098 -.135 -.041 -.642

TMM10 .330 .110 -.125 .058 .026 -.557
TMM11 .493 .169 .074 -.092 .036 -.035
TMM13 .818 -.096 -.058 -.012 .101 .042
TMM14 .828 -.058 -.039 -.013 .007 -.074
TMM15 .720 -.006 -.095 .000 -.150 -.175
TMM16 .269 -.120 .155 -.131 .709 .191
TMM17 -.062 .052 -.115 -.004 .848 -.014
TMM18 -.086 .104 -.085 .002 .753 -.245
TMM19 -.099 .213 -.078 .031 .387 -.418
TMM20 .250 .661 -.002 -.063 .174 .117
TMM21 .019 .761 -.057 -.119 .130 .015
TMM22 -.070 .880 -.035 -.002 .022 .014
TMM23 -.085 .854 .052 -.043 -.075 -.044
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Workforce  
Planning

Talent  
Development

Talent 
Retention

Management 
Commitment

Talent 
Acquisition

Talent Review  
Process

TMM24 -.004 .833 -.071 .041 -.084 -.117
TMM25 .083 .093 -.665 .029 .151 .193
TMM26 .034 .001 -.880 .020 .043 .043
TMM27 -.025 -.027 -.866 -.084 -.048 -.029
TMM28 -.023 -.037 -.807 -.099 -.097 -.141

The descriptive statistics of the TMM - Current are reported 
in Table 2 below. The Cronbach Alpha Coefficients ranged 
from 0.790 to 0.921 which indicates an acceptable to 
excellent level of reliability (Field, 2009). The mean scores 
show that the talent management practices were poorly 

applied. The most problematic practices appeared to be 
Talent Review Processes, Talent Retention and Talent 
Development. Also concerning the results showed that 
Managers are not committed to Talent Management in the 
organisation. 

TABLE 2: DESCRIPTIVE STATISTICS OF THE HUMAN CAPITAL INDEX-CURRENT

 
Workforce  
Planning

Talent  
Development

Talent  
Retention

Management 
Commitment

Talent 
Acquisition

Talent Review  
Process

Mean 2.5494 2.6054 2.4722 2.5393 2.9724 2.3726
Mode 2.00 3.00 2.25 3.00 2.60 2.50
Std. Deviation .66856 .59356 .70264 .64796 .76651 .71878
Skewness -.129 .122 .299 -.092 -.144 .460
Kurtosis -.376 1.058 .676 -.090 -.231 .383
Reliabilities .781 .882 .839 .862 .717 .721

Factor Analysis: Talent Management 
Measure (TMM) – Importance

This section deals with the results of the TMM - 
Importance. An exploratory factor analysis using the 
principle component factoring extraction method was 
performed on the 28 items of the TMM – Importance. 
The Principle Component Factor Analysis initially 
resulted in six factors. However a closer inspection of 
the pattern matrix indicated the items primarily loaded 
onto six factors. A principle component factor analysis 

was done by using the direct oblimin rotation to specify 
the six factors. Two items were deleted because of 
problematic and low factor loadings. The six factors were 
labelled Management Commitment (Factor 1), Talent 
Development (Factor 2), and Talent Retention Practices 
(Factor 3), Talent Review Processes (Factor 4), Talent 
Acquisition (Factor 5) and Workforce Planning (Factor 
6). The six factors explained 71,783% of the variance. 
The item loadings were acceptable for the six specified 
factors. The results of the pattern matrix are reported in 
Table 3 below. 



HUMAN CAPITAL MANAGEMENT, ORGANISATIONAL BEHAVIOUR AND LEADERSHIP
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

233

TABLE 3: PATTERN MATRIX FOR TMM-IMPORTANCE 

Management 
Commitment

Talent 
Development

Talent 
Review 
Process

Talent  
Retention  
Strategies

Talent 
Acquisition

Workforce 
Planning

TMM1 .691 -.017 .049 .085 -.085 .062
TMM2 .906 -.032 -.037 .028 -.002 .019
TMM3 .877 -.061 .011 -.025 .058 .027
TMM4 .801 .021 -.012 -.016 .120 -.093
TMM5 .796 .060 .010 -.018 .047 -.160
TMM6 .064 -.065 .759 -.096 -.056 .083
TMM7 .014 -.004 .807 -.023 .037 .025
TMM8 -.118 .037 .778 .096 .109 -.108
TMM9 .018 .043 .762 .099 .020 -.114

TMM10 .040 -.080 .662 .065 -.033 -.119
TMM11 .041 .053 .054 -.028 .035 -.772
TMM12 -.002 -.019 .022 .015 .006 -.909
TMM13 .070 -.091 .047 .066 -.015 -.776
TMM14 .112 -.073 .044 -.088 .676 .014
TMM15 .052 .012 .004 .046 .903 .105
TMM16 -.033 .030 -.038 .097 .885 -.049
TMM17 -.050 -.083 .025 -.010 .791 -.098
TMM18 .060 -.719 .076 .062 -.002 .059
TMM19 .006 -.852 -.034 .029 .052 .030
TMM20 -.067 -.922 .033 -.059 .020 .012
TMM21 .002 -.855 .033 .006 -.007 -.055
TMM22 .035 -.830 -.050 .031 .023 -.067
TMM23 .063 .067 .148 .704 .090 .096
TMM24 .021 .023 .037 .902 .031 .035
TMM25 -.015 -.079 -.072 .907 -.032 -.081
TMM26 .032 -.101 -.059 .743 -.019 -.090

The descriptive statistics of the TMM – Importance 
are reported in Table 4 below. The Cronbach Alpha 
Coefficients ranged from good to an excellent (Field, 

2009). The mean scores showed that the participants 
regarded all the talent management practices as 
important. 
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TABLE 4: DESCRIPTIVE STATISTICS OF THE TMM-IMPORTANCE

 Management 
Commitment

Talent Review 
Process

Workforce 
Planning

Talent  
Acquisition

Talent  
Development

Talent 
Retention

Mean 3.9709 4.0728 4.1941 4.1561 4.1471 4.0680
Std. Deviation .70104 .66984 .75489 .70799 .67285 .69643
Skewness -.612 -.817 -.862 -.761 -.908 -1.073
Kurtosis .437 .480 .456 .278 1.489 1.683
Reliabilities .901 .851 .838 .863 .907 .868

Factor analyses: Performance measure 

An exploratory factor analysis using the principle 
component factoring extraction method was performed on 
the nine items of the Performance Management Measure. 
The principle component factor analysis initially resulted in 

two factors. A principle factor analysis was done to specify 
the one factor. The factor was labelled Performance 
Management. The factor explained 56.518 % of the 
variance. The results of the Component Matrix are shown 
below in Table 5 below. The item loadings were acceptable 
for the specified factor. 

TABLE 5: COMPONENT MATRIX FOR PERFORMANCE MANAGEMENT 

 
Component Component

1 1
Perform1 .423 Perform6 .764
Perform2 .743 Perform7 .790
Perform3 .763 Perform8 .849
Perform4 .768 Perform9 .837
Perform5 .744

The descriptive statistics of the Performance Management 
dimensions are reported in Table 6 below. The Cronbach 
Alpha Coefficient was 0.901 which indicates an 
acceptable reliability (Field, 2009). The mean value for 

the respondents was 3.458. On average the respondents 
are aware of the performance management policies and 
they get constructive feedback on their performance which 
helps them improve their performance.

TABLE 6: DESCRIPTIVE STATISTICS OF PERFORMANCE MANAGEMENT

 Mean Std. Deviation Skewness Kurtosis Cronbach 
Alpha

Performance
Management 

3.4583 .51772 -.527 -.982 .901
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Testing of Hypotheses

For the purposes of this research study two hypotheses 
were formulated. The results of the regression analyses 

between the current application of talent management 
practices and employee performance are reported in Table 
7 below. 

TABLE 7: REGRESSION ANALYSES: CURRENT APPLICATION OF TALENT MANAGEMENT PRACTICES VERSUS EMPLOYEE PERFORMANCE 

Model
Un-standardised                                           

Coefficients
Standardised 
Coefficients t P (Sig) R R² ∆R²

B SE Beta

Management Commitment and Performance .136a .019 .015

(Constant) 3.734 .164 22.708 .000

Management 
Commitment .138 .062 .136 2.213 .028*

Talent Review Process and Performance .057a .003 -.001

(Constant) 3.916 .189  20.693 .000

Talent Review Process .065 .071 .057 .922 .357

Workforce Planning and Performance .094a .009 .005

(Constant) 3.861 .153  25.184 .000

Workforce Planning .091 .060 .094 1.525 .128

Talent Acquisition and Performance .126a .016 .012

(Constant) 3.752 .169  22.207 .000

Talent Acquisition .132 .064 .126 2.045 .042*

Talent Development and Performance .243a .059 .055

(Constant) 3.449 .164  21.082 .000

Talent Development .215 .053 .243 4.026 .000*

Talent Retention and Performance .126a .016 .012

(Constant) 3.804 .144  26.403 .000

Talent Retention .119 .058 .126 2.051 .041*

* Significant
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The results in Table 7 show that Management 
Commitment, Talent Acquisition, Talent Development and 
Talent Retention are significant predictors of employee 
performance. 

• The prediction model for management commitment 
and performance was statistically significant, F (1, 259) 
= 4.900, and accounted for approximately 13.6% of 
the variance of performance (R2 = .019, Adjusted R2 = 
.015). The relationship was positive which implies that 
management commitment towards talent will increase 
the performance of employees. The effect was small.

• The prediction model for talent acquisition and 
performance was statistically significant, F (1, 259) = 
4.182, and accounted for approximately 12.6% of the 
variance of performance (R2 = .016, Adjusted R2 = 
.012). The relationship was positive which implies that 
talent acquisition if effectively applied will increase the 
performance of employees. The effect was small.

• The prediction model for talent development and 
performance was statistically significant, F (1, 259) 

= 16.208, and accounted for approximately 24.3% of 
the variance of performance (R2 = .059, Adjusted R2 = 
.055). The relationship was positive which implies that 
talent development will increase the performance of 
employees. The effect was small.

• The prediction model for talent retention and 
performance was statistically significant, F (1, 259) = 
4.207, and accounted for approximately 12.6% of the 
variance of performance (R2 = .016, Adjusted R2 = 
.012). The relationship was positive which implies that 
talent development will increase the performance of 
employees. The effect was small.

The above results partially confirm hypothesis 1 that the 
current application of talent management practices is a 
significant predictor of employee performance. 

The results of the regression analyses between  
the perceived importance of talent management practices 
and employee performance are reported in Table 8  
below. 

TABLE 8: REGRESSION ANALYSES: IMPORTANCE OF TALENT MANAGEMENT PRACTICES AND EMPLOYEE PERFORMANCE

Model
Un-standardised                                           

Coefficients
Standardised 
Coefficients t P (Sig) R R² ∆R²

B SE Beta

Management Commitment and Performance .181a .033 .029

(Constant) 3.391 .238  14.237 .000

Management Commitment .175 .059 .181 2.963 .003*

Talent Review Process and Performance .076a .006 .002

(Constant) 4.398 .259  16.999 .000

Talent Review Process -.077 .063 -.076 -1.221 .223

Workforce Planning and Performance .080a .006 .003

(Constant) 3.786 .237  15.977 .000

Workforce Planning .072 .056 .080 1.289 .198
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Model
Un-standardised                                           

Coefficients
Standardised 
Coefficients t P (Sig) R R² ∆R²

B SE Beta

Talent Acquisition and Performance .024a .001 -.003

(Constant) 4.182 .251  16.682 .000

Talent Acquisition -.023 .059 -.024 -.386 .700

Talent Development and Performance .112a .013 .009

(Constant) 3.618 .261  13.849 .000

Talent Development .113 .062 .112 1.814 .071

Talent Retention and Performance .077a .006 .002

(Constant) 3.780 .249  15.194 .000

Talent Retention .075 .060 .077 1.249 .213

* Significant

The results in Table 8 show that the importance of 
Management Commitment is a significant predictor of an 
employee performance. 

• The prediction model for management commitment 
and performance was statistically significant, F (1, 
259) = 8.780, and accounted for approximately 18.1% 
of the variance of performance (R2 = .033, Adjusted R2 
= .029). The relationship was positive which implies 
that the more important management commitment is 
towards talent the more increase the performance of 
employees will increase. The effect was small.

Based on the above results hypothesis 2 that the 
importance of talent management practices is a significant 
predictor of employee performance is partially confirmed. 

DISCUSSION

The main objective of this research was to determine 
whether talent management is a significant predictor of 
employee’s perceptions of performance management 
in local government institutions in Botswana. As with 
previous research, the results of this study highlighted 
the poor application of talent management practices 
such as talent review process, talent retention and 
talent development (see Mogwere, 2015; Saurombe, 
2015). Management also showed a significant lack of 
commitment towards talent management. Consequently 
conversations between line managers and staff are limited 
(Welby-Cooke, 2010), which in turn hamper the sharing of 
ideas and career development. The lack of management 
commitment can further result in a lack of implementation 
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of talent management practices and strategies (Rudhumbu 
& Maphosa, 2015).

The results showed that talent management is a 
significant predictor of job performance. The relationship 
was positive which implies that the effective application of 
talent management practices such as talent acquisition, 
talent development and talent retention are key to the 
enhancement of employee performance. Moreover the 
results also highlighted the significant relationship between 
management commitment towards talent management 
and subsequent employee performance. As mentioned 
by several authors effective talent management practices 
drives performance and the achievement of key business 
outcomes (Bhattacharyga, 2011; Noe, 2008; Pop, 2010). 

This research makes important theoretical, methodological 
and practical contributions. From a theoretical perspective 
this research expands the limited knowledge that 
currently exists on talent management in Botswana 
and its relationship with employee performance. This 
research makes an important methodological contribution 
by confirming the reliability of a newly developed talent 
management measure. 

Implications for Managers 

This research highlighted the importance of effective talent 
management practices on the perceived performance 
management systems in local government. The results in 
particular pointed out that management should become 
more involved in talent management practices to enable 
employee and organisational performance. This research 
also showed that performance management systems 
should be improved in local government institutions. 
The results also highlighted the further need for human 
resource professionals to become more involved in the 
improvement of critical talent management practices such 
as acquisition, development and retention. 

Limitations and Recommendations 

This research had some limitations. A cross sectional 
research design was used which limits the research in 
terms of making cause and effect inferences over the long 

term. This research only focused on local government 
institutions in the public sector. The results can therefore 
not be generalised to the private sector. For future 
research it is recommended that the study be expanded 
to other public sector institutions in Botswana to allow for 
the generalisation of results. The study could also benefit 
from applying a longitudinal approach that allows for the 
tracking of talent management practices and its effect 
on employee performance over the long term. Future 
studies can also correlate talent management practices 
with various other individual and organisational outcome 
variables. 

CONCLUSION 

In conclusion, this research reemphasised the 
importance of effective talent management practices 
as a critical enabler for employee and organisational 
performance. Talented staff is an important resource for 
the competitiveness and sustainability of any country 
and in particular emerging markets such as Botswana. 
Effective talent management practices will not only result 
in government organisations becoming an employer of 
choice for talented indivdiuals, but also yield significant 
organisational benefits over the longer term. 
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ABSTRACT

Higher education institutions are under constant pressure 
to deliver state of the art pedagogical approaches that 
will enhance the employability of their students. The main 
objective of this research was to explore the role of work 
integrated e-learning (eWIL) as a talent management 
tool to enhance the graduate employability of Human 
Resource (HR) students in a South African higher 
education institution. A qualitative research approach was 
followed with data collected from academics and students 

involved in eWIL (n=6). The results showed that eWIL is 
an innovative process that prepares students faster for the 
workplace than traditional face-to-face teaching methods.  
eWIL enhances the computer skills of graduates and also 
equips them with the necessary practical skills required for 
the workplace. Recommendations for future research and 
practice are made. 

Keywords: e-learning, graduate employability, higher 
education institutions, work integrated learning, talent 
management
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INTRODUCTION

The roles of higher education institutions in enhancing 
the employability of graduates are well documented (see 
Humburg, van der Velden & Verhagen, 2013; Lowden, Hall, 
Elliot & Lewin, 2011). Currently higher education institutions 
are criticised for using outdated pedagogical approaches 
which leave graduates unprepared for the workplace (Brink, 
Mearns & Du Plessis, 2014). Therefore, it is important to 
create a platform for work integrated learning that will 
provide a framework for the integration of effective learning 
between higher education institutions and the workplace 
(Groenewald, 2009).

New developments in information technology and the drive 
for competitive advantage encourage higher education 
institutions to look at how technology can support work 
integrated learning to achieve higher-order learning 
outcomes (Svenson & Ostlund, 2007). Educators are 
challenged not only to rethink how learning might be 
approached, but also how new learning outcomes will be 
possible (Haldane & Wallace, 2009). Hedge and Hayward 
(cited in Ajadi, Salawi, & Adeoye, 2008) define e-learning 
as an innovative approach for delivering electronically 
mediated, well-designed, learner centred and interactive 
learning environments to anyone and any place. Work 
integrated eLearning (eWIL) focuses on learning processes 
using e-learning and digital learning as a way of transferring 
new knowledge relevant to the work process (Flensburg, 
2012).  

The main objective of this research was to explore the 
role of work integrated e-learning (eWIL) as a talent 
management tool to enhance the graduate employability 
of Human Resource (HR) students. A recent study by 
Rook (2015) showed that gaps exist regarding the range 
of WIL programmes being offered in HRM undergraduate 
curricula. Archer and Davison (2008) found that almost a 
third of employers in South Africa experience problems with 
the generic (soft) skills of graduates such as teamwork, 
communication and problem solving abilities. Employers 
view this statistic as dissapointing due to the fact that 
most graduates in South Africa are unable to compete 
with foreighn countries. According to Armstrong (2009), 
the Human Resource Management graduate is expected 

to demonstrate behavioural competencies and technical 
competencies. The behavioural competency outlines the 
type of behaviour required in order to deliver the results 
needed by the employer. These results are also referred to 
as soft skills. The technical competency is the ability to do, 
which means having the necessary skills and knowledge to 
carry out roles effectively.

Despite some inroads made into the concept of work 
integrated learning, research on e-learning and its 
application to work integrated learning remains scarce. This 
research aimed to address the following research questions:

• How is eWIL conceptualised?

• What are the benefits of eWIL?

• To what extent can eWIL enhance the employability of 
graduates? 

In what follows next a brief discussion on work integrated 
eLearning is presented with reference to its conceptualisation, 
benefits and role in enhancing the employability of students. 
After that the research design applied in this study is 
presented followed by a discussion of the findings. This 
research concludes with recommendations for future 
research and practice. 

LITERATURE REVIEW

Work Integrated E-learning (eWIL) 
conceptualised 

Work-integrated Learning (WIL) is an experiential 
pedagogy that requires students to be able to reflect on 
their experiences in the workplace (Bates, 2011, p. 118). 
Work-integrated Learning (WIL) - also referred to as 
Cooperative Education - is a form of learning whereby 
the amount of time spent in a higher learning institution 
is interchanged with the related work within a business, 
industry or a governmental agency. The students are 
given the opportunity to effectively integrate the theory of 
the classroom with the practice and the responsibility of 
the workplace (Nica & Popescu, 2010).
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Work-integrated e-learning (eWIL) focuses on integrating 
the practices of the workplace and e-learning.  eWIL aims 
at assisting and accommodating students in advancing 
their skills, competencies, and abilities directly within their 
‘real’ work tasks instead of dedicated (artificial) learning 
situations (Lindstaedt, Ley & Mayer, 2005). According to 
Eraut and Hirsh (2007) eWIL assumes that students have 
the basic knowledge of the learning domain in question and 
the ability to guide their own learning processes through to 
the workplace (Grunden, 2003). 

eWIL is a revolutionary concept which makes education 
more accessible and therefore e-learning is a critical issue 
in learning and training. eWIL provides a collaborative, 
interactive, network system, and multimedia contents, that 
are used to improve learners’ problem-solving capabilities 
and thinking skills (Passerini & Granger, 2000). eWIL further 
extends traditional learning paradigms into new dynamic 
learning models through computer and web technologies 
(Liaw, 2002). Students therefore will have environmental 
satisfaction with technology that promotes their participation 
in the work environment. 

A key purpose of WIL is to ensure that graduates are equipped 
with a comprehensive skill-set which is desired by potential 
employers (Abeysekera, 2006). Work integrated learning 
has demonstrated the need for a curriculum which shows 
support in the development of behavioural competencies. 
A strong knowledge base alone does not always guarantee 
the employability of a new graduate. Personal attributes and 
capabilities of the graduate are also considered to have a 
greater influence on success of graduates in the workplace 
(Martin & Hughes, 2009). WIL programs provide students 
with the opportunity to enrich or learn both generic and 
specific skills which are relevant to professional practice. 
Interpersonal and communication skills, teamwork skills, 
research skills and project design provide students with 
first-hand experience of the day-to-day operations of a real 
business (Bandaranaike & Willison, 2010). 

Learning activities in eWIL provide a great opportunity 
for learners and instructors to share their knowledge and 
experience (Liaw, Huang & Chen, 2007). eWIL offers 
students the opportunity to apply theory, computer skills 
and practice (Donata, 2011). The purpose of eWIL is 

further to enhance the student’s understanding, analysis 
and the ability to think critically and evaluate the theory 
through offered application. It encourages students to 
use the concepts and models from theory and apply in 
a technologically changing organisational environment 
(Rowley, 2003). According to Naidu (2006) students with 
skills in e-learning increase customer and staff satisfaction 
which lead to higher customer and staff retention rates.

Many researchers are of the opinion that e-learning is as 
good as; if not better than, traditional instructor-led methods 
such as having the lecturer standing in front of the students 
and delivering to demonstrated learning (Lwoga, 2012). 
In addition e-learning can result in significant cost saving 
benefits for those students who cannot afford to be full-
time students. A survey of the e-learning experiences of 
students in Ghana showed that e-learning programs are 
more effective in comparison to other methods of learning 
(Adanu, Seffah, Duda, Darko & 2010).

RESEARCH DESIGN

Research Approach

This research adopted a qualitative research approach. 
This approach was chosen as it allowed the researchers 
to accomplish the overall aim of the study (Snape & 
Spencer, 2003). According to Denzin and Lincoln (2005) 
qualitative research is a positioned activity, which allows 
the researcher to locate and observe what is taking 
place around the world. Qualitative research is a set of 
interpretive, material practices, which makes the world 
visible, and these practices in turn make the world 
into a series of representations including field notes, 
interviews, conversations, photographs, recordings and 
memos for the data analysis. This research falls within 
the phenomenological research paradigm which refers 
to a person’s perception of the meaning of an event, as 
opposed to the event as it exists externally to an individual 
(Leedy &  Ormrod, 2005). 

Sampling 
The target population for this study was academics and 
students (N=6) who were involved in eWIL practice in a 
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selected higher education institution. The respondents 
were selected on a purposive convenience basis. Ethical 
clearance was obtained prior to the execution of the 
study. Confidentiality was maintained at all times. The 
characteristics of the participants are presented in Table 
1 below. 

TABLE 1: DEMOGRAPHIC CHARACTERISTICS OF PARTICIPANTS 

(N=6)

Characteristics Category Frequency
Gender Male 1

Female 5
Ethnicity African 3

White 3
Highest Qualification Honours 3

Doctorate 3

As can be seen from Table 1, most of the participants were 
female. An equal number of White and Black individuals 
participated in this study and were in possession of either 
an Honours or Doctoral degree as their highest level of 
qualification. 

Data Collection

Semi-structured interviews were selected to collect the 
data. In qualitative research, interviews are often used 
as a way to examine the social life beyond appearance 
and obvious meanings. In research, interview-based 
studies involving a small number of respondents are fast 
becoming more common in data collection (Cresswell, 
2009). The justification for small-sample studies focuses 
on phenomenological assumptions which underwrite 
investigations of personal experience in a largely 
subjectivist framework (Crouch &  McKenzie, 2006). 
Interviews are carefully structured conversations which 
researchers have with participants. Questions regarding 
the study are asked from people who are knowledgeable 
about the relevant topic. Interviews are used to solicit 
information from people. When a qualitative researcher 
asks questions, they are interested in understanding how 
the person being interviewed understands, experiences or 
views the topic (Tewksbury, 2009). 

Data analyses

Theme (content) analyses were used to analyse the 
data. One of the main benefits of using thematic analysis 
is its flexibility (Holloway &  Todres, 2003). Thematic 
analysis is the simplest method for identifying, analysing, 
and reporting patterns (themes) within collected data. 
It simply organises and describes collected data in rich 
detail. It further interprets various aspects of the research 
topic (Tuckett, 2005). The researchers employed certain 
strategies to ensure the quality and rigour of the research. 
Member checking was done after interviews which served 
the purpose of verifying data throughout the analysis 
process. This strategy was employed by returning the 
analysed copies of the face-to-face interviews to the 
participants to check the truthfulness of the contents and 
the meanings attached to the contents and to provide an 
opportunity for further elaboration (Creswell, 2009). 

FINDINGS 

Findings: Conceptualisation of eWIL 

The findings relating to the conceptualisation of eWIL are 
presented in Table 2 below. 

TABLE 2: THEMES RELATING TO THE CONCEPTUALISATION OF 

EWIL BY PARTICIPANTS

Conceptualisation of eWIL Participants
Doing practical work P1  P2  P3
Being assessed by projects P1
Doing simulation work P1   P2
Giving organisational experience 
to students and preparing them for 
work

P1  P3

Developing computer literacy skills, 
theory and working skills

P3  P4 P5 
P 6

Incorporating computer systems 
into the learning

P4  P5  P6

The findings indicate that the respondents describe eWIL 
as a method of teaching that combines computer systems 
into learning. eWIL is about developing technical skills, 
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theory and work skills. Participants also defined eWIL as 
doing practical or simulation work. Some of the quotes 
from participants are the following:

 “...Integration learning is vital whereby theory and 
practical differs. This is because of the kind of 
organization that they are working for. They differ in their 
application…” (Participant 2, female, white, Professor, 
30 years working experience in the HR profession) 

     
and                       

“…When you incorporate computer systems into 
the learning, you develop computer literacy skills…” 
(Participant 5, female, African, Honours Degree, 
graduate in HRM)

and
“…It is being able to incorporate work expectations into 
the curriculum. This then allows the student to know 
what is expected of them…”  (Participant 4, female, 
African, Honours Degree, graduate in HRM)

and
“…It is about putting theory and practical together, it’s 
the integration of work-integrated learning combined 
with e-learning. It’s a delivery method which is used 
to assist distance students who do not have face-to-
face classes”. (Participant 6, female, African, Honours 
Degree, graduate in HRM)

Findings: Benefits of eWIL

The findings relating to the benefits of eWIL are presented 
in Table 3 below. 

TABLE 3: THEMES RELATING TO THE BENEFITS OF EWIL

Participants
Practical application of knowledge 
is gained

P1  P2

Let the graduate have an idea of 
real-life situations

P1  P2

Students are able to pick up the 
skills quicker in the workplace

P1

Participants
Teaches students to be computer 
literate and technologically 
advanced

P3 P4 P6

Learning is done at own pace P4
Creates jobs for graduates P1  P2
Ability to work effectively and 
efficiently and deliver better results

P4  P5

Enables the student to know 
current information

P5  P6

The respondents indicated that eWIL teaches students to 
be computer literate and technologically advanced. eWIL 
provides opportunities for graduates to obtain practical 
experience that will enable them to apply learned skills 
quicker in the workplace. Some of the quotes from the 
participants include:

“...It is vital for job creation in the sense that the 
organization will see that people are vital and important 
and that they need them...” (Participant 2, female, 
white, Professor, 30 years working experience in the 
HR profession) 

 
and

“...Practical application. It gives you an idea of the 
real world works and that is a good benefit. After you 
graduate and work, you will pick up administrative skills 
in two months. If you are trained well than you will pick 
it up like that...” (Participant 1, female, white, Associate 
Professor, 30 years working experience in the HR 
profession)

and
 “...In terms of benefits what is nice about that is we 
teach the students to be more computer literate 
and technology advance. Also what is nice about e 
learning, you get to learn on your own pace. You are 
not always pressured for example if you do the eWIL 
in the workplace you got somebody watching over 
your shoulder”.(Participant 3, female, white, Associate 
Professor, 10 years working experience in the HR 
profession)
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and
“…A student who can use the computer can work 
effectively and deliver better work than a person who 
cannot use the computer…”  (Participant 4, female, 
African, Honours Degree, graduate in HRM)

and
“…and enables the student to search for information and 
become updated with the latest news...”    (Participant 
5, male, African, Honours Degree, graduate in HRM)

Findings: eWIL and graduate employability 

The findings relating to the extent to which eWIL will 
enhance graduate employability are reported in Table 4 
below. 

Table 4: Themes relating to the extent to which eWIL 
enhances employability

Participants

eWIL enhances employability P 1 P2  P3 P4 P5 P 6
Competitive advantage P1
Greater advantage due to the 
use of the internet

P4  P5  P6

Innovative delivery method P4  P5  P6

All the participants were in agreement that eWIL enhances 
graduate employability. The participants further indicated 
that the use of an e-learning platform is an innovative 
delivery method that will enhance the employability of 
graduates. Some of the participants’ quotes are the 
following: 

“...Yes in our kind if work it is critical to enhance those 
technical skills through eWIL. We are working with 
people who are the assets of the organization...” 
(Participant 2, female, white, Professor, 30 years 
working experience in the HR profession)

  
and

“...It all depends on how you do it. I think that it is 
how you manage it. I don’t think that work integrated 

learning is the alpha and omega of employability. I don’t 
think so. I think that you can do through simulations and 
through case studies and there are a lot of other ways 
that you can do it just as well and prepare students. I 
think that it can work, and it also cannot”.  (Participant 
1, female, white, Associate Professor, 30 years working 
experience in the HR profession)

and
 “...eWIL can be the future, innovative delivery method of 
education. It is all about the technology and being able to be 
computer savvy. eWIL will give a graduate the advantage 
of having computer based knowledge over others and this 
knowledge also allows the graduate to have competitive 
advantages. It does enhance employability because at the 
workplace you are expected to use and understand the 
systems put in place. They expect you at times to submit 
your work via emails, so you have to be familiar with 
using the computer. It is important to have those skills...” 
(Participant 5, male, African, Honours Degree, graduate in 
HRM) 

and       
            
“...Yes eWIL can enhance employability because it allows 
us to be technologically advance for the competitive 
advantage of organizations. We are able to master and 
grasp internet concepts quicker because it is what we do 
on a daily basis...”   (Participant 6, female, African, 
Honours Degree, graduate in HRM).

DISCUSSION 
The main objective of this research was to explore the 
role of work integrated e-learning (eWIL) as a talent 
management tool to enhance the graduate employability 
of HR students. In addition this research focused on the 
conceptualisation of eWIL as well as the benefits thereof.

The findings showed that the participants view eWIL as a 
teaching method that use computer systems to enhance 
learning. The participants in this study also reemphasised 
the importance of eWIL in enhancing graduate skills. Most 
of the participants in this study were in agreement that 
eWIL enhance the technical and practical skills of gradiates 
that are needed in the workplace. In line with Abeysekera 
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(2006) eWIL can equip with a comprehensive skill-set which 
is desired by potential employers. As with previous studies 
the importance of practical work is also highlighted as a key 
ingredient of eWIL (Nica & Popescu, 2010).

All the participants agreed that eWIL enhances the 
employability of graduates. The participants were also of 
the opinion that internet-based learning and simulations 
enable students to apply skills faster in the workplace. 
From the findings it can be derived that eWIL assist 
and accommodate students to advance their skills, 
competencies and abilities in the real world of work 
(Lindstaedt et al., 2005). In line with Passerini and Granger 
(2002) multi-media contents can improve learner’s 
practical skills. 

Implications for managers

This research emphasised the importance of eWIL in 
enhancing the employability skills of graduates. Managers 
and higher educational stakeholders are encouraged 
to develop state of the art eWIL programmes that will 
aid in the development of workplace readiness skills for 
graduates. 

Limitations and recommendations

This research had some limitations. First, this research 
was limited to the academic staff and students of a 
selected institution. For future research it is recommended 
that the sample be expanded to other stakeholders to 
obtain a holistic perspective on eWIL. Secondly, the limited 
empirical research on eWIL makes the interpretation of 
results difficult. More research is needed to conceptualise 
eWIL and develop its theoretical underpinnings.

CONCLUSION

Organisational environments are evolving due to the 
globilisation of products, technology, sectoral shifs and 
competition. Employers are therefore searching for 
competent students with high levels of knowlegde and 
skills. The literature and findings presented in the study 
indicated the importance of skills to enhance employability. 

This study serves as a guide for HEIs to encourage 
collaborations with employers and any other stakeholders 
that can provide students with workplace readiness skills. 
Higher education institutions therefore need to adopt state 
of the art pedagogical approaches such as eWIL to support 
the teaching of a future talented workforce. We believe that 
by adopting a more IT based teaching approach, higher 
education will be able to cater for the diverse needs of an 
increasing student population. 
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ABSTRACT

Without engaged employees organisations will not be 
competitive and sustainable.  This paper focusses on the 
relationship between employee engagement strategies 
and intention-to-stay amongst engineering professionals 
at a power station. The engagement strategies which 
were investigated for the purpose of this study included: 
leadership style, remuneration structure, physical and 
emotional work climate, nature of work and career 
development opportunities. 

The research sample comprised 65 engineering 
professionals employed at a power station in Mpumalanga, 
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South Africa. The findings of the study revealed a positive 
correlation between the variable nature of work and 
employee engagement. Further, nature of work and 
leadership style (transformational) emerged as being 
correlated with intention-to-stay. A positive relationship 
between employee engagement and intention-to-stay was 
proven in this study.
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INTRODUCTION

Marais (2013) emphasises that engineering is regarded 
as a scarce and critical skill in South Africa and expressed 
concern as to the lack of engineering talent in the country.   
This shortage is attributed to the lack of graduating 
engineers and problems associated with the retention of 
experienced engineers in the field (Marais, 2013).   Chee 
Hong, Hao, Kumar, Ramendran and Kadiresan (2012) 
contend that retaining employees is crucial in ensuring 
organisational stability as employees are regarded as 
the “pillars” of the organisation. However, due to a new 
psychological contract which places value on one’s own 
career and experience above loyalty to the organisation 
and concerns about job security, knowledgeable and 
highly skilled employees are flexible in moving between 
organisations (Robyn & du Preez, 2013).

Turnover amongst highly productive employees is costly 
(Berry & Morris, 2008). This is irrespective of the benefits 
that might be derived from new employees entering the 
organisation with innovative ideas and techniques.  Whilst 
turnover is problematic for organisations the challenge 
goes beyond simply retaining talented employees to 
also ensuring that they are fully engaged at each stage 
of their work life (Berry & Morris, 2008). Employee 
engagement refers to the existence of a positive 
psychological condition that leads employees to actively 
invest themselves in their role and in the organisation 
(Rurkkhum and Bartlett, 2012; Rasheed, Khan & 
Ramzan, 2013). Marais (2013) asserts that engaging 
employees plays an important role in retaining them and 
furthers that work-related engagement is associated with 
many positive organisational outcomes. 
Applebaum, Wunderlich, Greenstone, Grenier, Shapiro, 
Leroux and Troeger (2003) state that, under normal 
circumstances, the demand for engineering professionals 
tends to be reasonably high which makes it relatively 
easy for these employees to move from one employer to 
another. The scarcity of engineering professionals and 
the failure to retain these professionals was identified 
as a business risk that could exacerbate the challenge 
of providing an uninterrupted power supply to meet the 
country’s electricity needs. The focus of this research 
was to determine the influence of engagement strategies 

on intention-to-stay amongst engineering professionals 
based at a power station.  This group of employees was 
deemed to be an appropriate focus for this research 
as little is known in the South African context about 
engagement levels and retention strategies amongst 
engineers at power generation plants. 

EMPLOYEE ENGAGEMENT DEFINED

The concept of employee engagement has received 
much attention in the field of management and in 
particular in the field of human resource management 
(Lewis, Thomas & Bradley, 2012).  According to Kapoor 
and Meachem (2012) the reason for this continued 
interest is due to the realisation by organisational leaders 
that employee satisfaction does not guarantee loyalty 
or higher productivity.  Instead it is engagement, the 
intellectual and emotional attachment of employees, 
which leads to employees aligning their efforts with the 
goals of the organisation (Kapoor & Meachem, 2012).  
Engagement can be defined as a “positive, fulfilling, work-
related state of mind characterized by vigour, dedication 
and absorption” (Schaufeli, Salanova, Gonzalez-Roma & 
Bakker, 2002). Vigour describes the positive core affect 
in employees.   

This affect is characterised by high levels of positive 
energy and mental resilience displayed in their work 
as well as the willingness to invest time and effort 
into job tasks (Schaufeli & Bakker, 2011).  Employee 
engagement also encompasses individual employee’s 
cognitive, emotional and behavioural states as they are 
directed toward desired organisational outcomes (Shuck 
& Wollard, 2010).

The relationship between employee 
engagement and intention to stay 

Intention-to-stay can be described as the intention of 
employees to continue in their present employment 
relationship with their current employer in the future 
(Johari, Yean, Adnan, Yahya & Ahmad, 2012; Wang, 
Tao, Ellenbecker and Liu, 2012). Engagement is a strong 
predictor of voluntary turnover (De Klerk & Stander, 
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2014: Memon, Salleh, Harun, Rashid & Bakar, 2014).  
Organisations can benefit from a good understanding of 
the factors which influence turnover so as to ensure the 
effective management of these factors and minimise the 
cost implications associated with high voluntary turnover 
(De Klerk & Stander, 2014).  This understanding will help 
in the management of scarce human resources through 
enhancing the intention to stay and thereby maximising 
organisational resources (Johari et al., 2012). 

Wang et al. (2012) suggest several strategies to increase 
intention-to-stay. These include employment practices 

that enhance working environments, increasing pay and 
benefits and creating opportunities for personal growth 
and development. 

Employee engagement drivers

Ahlowalia, Tiwary and Jha (2014) describe the term 
‘drivers’ as mechanisms that lead to a particular 
phenomenon. The Hewitt Associates Model of Employee 
Engagement, which is depicted in Figure 1, and as 
presented by Kapoor and Meachem (2012) and Ahlowalia 
et al. provides a clear depiction of the drivers of employee 
engagement (2014).

FIGURE 1: EMPLOYEE ENGAGEMENT MODEL 

Source: Kapoor and Meachem (2012); Ahlowalia et al. (2014) 

According to this model engagement depends on the 
existence of drivers linked to aspects such as people, 
procedures, quality of work life, opportunities provided 
by the organisation, work and compensation (Kapoor & 
Meachem, 2012; Ahlowalia et al., 2014).  These drivers 
are interrelated and exert influence on each other as well 

as contributing collectively to the engagement levels of 
employees. This model proposes that engagement has an 
influence on the employee’s decision to stay. The authors 
further highlight three behaviours that are displayed by 
highly engaged employees (Ahlowalia et al., 2014):

Say – engaged employees convey their support of the 
organisation to co-workers.
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Stay – engaged employees want to stay in the organisation 
even if they are offered opportunities elsewhere.

Strive – engaged employees are willing to exert extra 
time, effort and initiative to contribute to the success of the 
organisation.

A number of factors have been identified in studies as 
drivers of engagement, many of which are encapsulated 
in the Hewitt Associates Model above.  Those that were 
extracted and researched for the purposes of this study 
include leadership style physical and emotional work 
climate, remuneration structure, nature of work and 
career development opportunities. Each of these drivers 
is explained below.

Leadership Style

Leadership is a process of influencing other individuals 
in a way that they strive enthusiastically to work towards 
the goals of the group (Aninkan & Oyewole, 2014). In 
an organisational context leadership is evident when 
management takes decisions which inspire employees to 
perform at their highest level in pursuit of organisational 
goals (Aninkan & Oyewole, 2014). Leadership style can 
be a source of motivation for employees to remain with the 
organisation, remain committed to their duties, and defend 
the interest of the organisation (Preko & Adjetey, 2013). 
The style of leadership that a manager exhibits has been 
found to be influenced by organisational culture (Amin, 
Shah & Tatlah, 2013). 

Remuneration structure

Johari et al. (2012) described compensation (remuneration) 
as the “complete financial and non-financial rewards 
offered to employees in exchange for their services”.  
According to the Hewitt Associates Model of Employee 
Engagement remuneration is a driver of engagement 
(Anitha, 2013).  Employees expect to be paid fairly, 
regardless of the industry or sector.  The perceptions that 
employees have of the remuneration benefits attached to 
their roles has an influence on engagement levels (Gill, 
2013; Saks, 2006).  If pay and benefits are perceived by 
employees as unfair in relation to market-related pay or 

are not competitive based on regional standards, then 
disengagement may arise (Negwaya, Chazuza, Mugogo, 
Mapira, Mlingwa & Shamu, 2013). 

In order to retain key employees higher value may be 
placed on reward-related issues (Johari et al., 2012).  If 
this is done it must be ensured that incentive schemes 
are attractive and competitive enough to promote high 
levels of engagement. In this regard it is important to  
offer desirable rewards, be transparent in communicating 
the incentive scheme, and regularly review the 
effectiveness of the incentive scheme (Das & 
Vijayalakshmi, 2012).

Physical and emotional work climate

The physical environment of an organisation, such as 
the design and layout of workspaces, has an influence 
on employee behaviour and, by extension, employee 
engagement (Leblebici, 2012). A lack of feeling secure 
in the workplace will lead to low levels of employee 
engagement (Sundaray, 2011).  This makes the adoption 
of appropriate methods and systems to ensure the health 
and safety of employees of vital importance. 

Preko and Adjetey (2013) are of the opinion that safety 
in an environment is when people are able to act 
without fear of negative consequences and experience 
a climate of openness and support (Leblebici, 2012).  
Working conditions that are unsafe or unhealthy and a 
lack of attention to comfort issues such as lightening 
and ventilation, noise and emergency access may affect 
engagement, performance and even lead to occupational 
health issues resulting in high absenteeism and turnover 
(Leblebici, 2012). 

A good working environment is further characterised by 
an expectation that managers and employees alike will 
display basic human values such as honesty, trust and 
respect for others (Preko & Adjetey, 2013). This forms 
part of the emotional work climate and has an effect 
on the relationship between employer and employee 
(Vosloban, 2013).  A climate that creates and supports 
engagement will result in benefits for both individuals and 
the organisation (Bhatnagar, 2012). 
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Nature of work

It is impossible to achieve engagement when the 
knowledge, skills or even work interests of employees do 
not match their positions (Moreland, 2013).  This highlights 
the importance of nature of work as a driver of employee 
engagement (Anitha, 2013; Ahlowalia et al., 2014). Nature 
of work has been described as dealing with the daily job 
routine of an employee within the organisation (Ahlowalia 
et al., 2014).  Employees desire to be challenged and 
mentally stimulated at work.  The sense of fulfilment created 
when performing challenging work leads to employee 
engagement and continued performance (Ahlowalia et al., 
2014: Abraham, 2012).

Career development opportunities

Multiple studies demonstrate that work becomes more 
interesting and stimulating as employees acquire new skills 
and knowledge in relation to the work they perform (Andrew 
and Sofian, 2012).  This also promotes the development 
of human capital and minimises the risk of organisations 
having an obsolete and superfluous workforce (Johari et 
al., 2012). Training and career development opportunities 
are thus one of the many drivers that influence employee 
engagement (Sahoo & Mishra, 2012; Anitha, 2013; 
Negwaya et al., 2013). 

Employee engagement and individual and 
organisational outcomes

Individual and organisational outcomes both rely heavily on 
employee engagement (Markos & Sridevi, 2010; Ahlowalia 
et al, 2014; Bhuvanaiah & Raya, 2014). According to 
Saks (2006) engagement strategies must first influence 
engagement at the individual level before organisational 
results can be achieved.   Individual-level outcomes 
include reducing the absenteeism rate, improving quality 
due to a reduction in defects, increasing job satisfaction 
and increasing organisational commitment and individual 
performance (Bhuvanaiah & Raya, 2014).  Higher levels 
of individual engagement have also been found to lead to 
greater levels of customer satisfaction which contributes 
to sustainable growth and profit maximisation (Markos 
& Sridevi, 2010; Kapoor & Meachem, 2012).  Krug 

(2008) identifies the criteria of availability, safety and 
meaningfulness as the foremost drivers of individual 
engagement. Organisations then need to follow up by 
providing ongoing support to reinforce the engagement 
state in order to attain desired organisational outcomes, 
including performance, commitment and retention.   As 
retention is linked to intention-to-stay it is clearly a desired 
outcome (Sibiya, Buitendacha, Kanengoni & Bobat, 2014). 

Organisational outcomes can be regarded as financial and 
non-financial.  Financial outcomes include “bottom line 
results”, such as return on assets (ROA), profitability and 
shareholder value.  Non-financial outcomes encompass 
factors such as intention-to-stay, productivity, innovation, 
customer loyalty, brand equity, customer satisfaction 
and organisational performance.   These outcomes are 
generated when organisations take initiatives to improve 
engagement levels which will lead to the enhancement of 
organisational performance results (Bhuvanaiah & Raya, 
2014: Anitha, 2013). These initiatives, which are drivers 
of engagement, include leadership styles; remuneration 
structure; physical and emotional work climate; nature of 
work and career development opportunities. When these 
drivers are triggered through developing and implementing 
appropriate engagement strategies higher levels of 
employee engagement will result. This in turn will yield 
positive individual and organisational outcomes. One such 
outcome is enhanced employee intention-to-stay. 

If an organisation fails to provide the necessary support 
they risk disengagement and thus intention-to-stay suffers 
(Krug, 2008).  A continuous balance of the relationship 
between the engaged individual and desired organisational 
outcomes is therefore necessary.  Additional organisational 
outcomes that could be achieved as a result of employee 
engagement include: reduced turnover, an increase 
in safety behaviours, the promotion of innovation and 
creativity, the creation of a sense of loyalty in a competitive 
environment and the development of a highly stimulating 
environment in which employees are efficient (Gichohi, 
2014).

From a study of the literature a shift in focus from materialistic 
capital gain to one more focussed on investment in human 
intellectual capital is clear as organisations fight to achieve 
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a competitive advantage (Bhuvanaiah & Raya, 2014).  
This shift is clearly linked to the Resource Based View 
(RBV).  The RBV suggests that organisational competitive 
advantage depends on the value, rarity and reproducibility 
of its resources.  Highly skilled human resources are 
increasingly important as they are rare and cannot easily 
be substituted (Grobler, Bothma, Brewster, Carey, Holland 
& Wärnich, 2012). 

METHODOLOGY 

For this study a positivistic approach was utilised 
in exploring the relationship between employee 
engagement strategies, engagement and intention-to-
stay amongst engineering professionals. This study 
specifically examined the relationship between the 
independent variables of the study, namely leadership 
styles; remuneration structure; physical and emotional 
work climate; nature of work and career development 
opportunities and the dependent variable of employee 
engagement. The study further examined employee 
engagement in relation to intention-to-stay with 
engagement as the independent variable and intention-
to-stay the dependent variable.

This study focused on a target population of permanently 
employed engineering professionals working for a 
power station based in the Mpumalanga Province of 
South Africa.  Non-probability sampling was used, 
more specifically that of convenience sampling. The 
availability of engineering professionals at the site where 
the study was conducted was the main criterion for this 

choice.  Of the 94 respondents invited to participate in 
the study a total of 65 responses were received, thus 
indicating a final response rate of 69 per cent.  Most of 
the respondents were male (71%), 40 years or younger 
(89%) and had a relatively short tenure. Fifty-two per cent 
of the respondents had five years or less and 26 per cent 
had six to ten years of employment at the power station.  

This study made use of primary data collected by means 
of an online NMMU web-survey.  The access link was 
sent to the targeted sample of engineering professionals 
at the power station.  An online survey method was 
selected because it is cheaper and faster, anonymous, 
eliminates interviewer bias, respondents had access to 
computers with internet connection due to the nature 
of their profession, and data could be collected and 
automatically collated and organised. Participants in the 
study were surveyed to test for the existence of employee 
engagement and an intention-to-stay (dependent 
variables).  The influence of the independent variables 
(engagement drivers) was assessed using a five-point 
Likert-type scale. 

EMPIRICAL RESULTS

A questionnaire, with a five-point Likert scale ranging from 
strongly disagree to strongly agree, was administered to 
the target group. A Cronbach alpha of 0.7 or higher was 
obtained for all the scales. Multiple linear regression was 
conducted to investigate the relationship between the 
five engagement drivers, engagement and intention-to-
stay (Table 1).
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TABLE 1: THE RELATIONSHIP BETWEEN THE ENGAGEMENT DRIVERS AND ENGAGEMENT AND INTENTION-TO-STAY

R= 0.56;  R²= 0.32;  Adjusted R²= 0.24

 
 b* Std.Err.

of b* b Std.Err.
of b t(58) p-value

Intercept  1.24 0.52 2.37 0.0211

Transformational Leader 0.17 0.15 0.16 0.14 1.11 0.2718

Transactional Leader -0.05 0.15 -0.05 0.17 -0.31 0.7597

Remuneration Structure -0.01 0.13 -0.01 0.14 -0.06 0.9511

Physical Emotional Work 
Climate 0.07 0.15 0.09 0.18 0.50 0.6199

Nature of Work 0.47 0.18 0.47 0.18 2.66 0.0102

Career Development 
Opportunities -0.06 0.15 -0.06 0.16 -0.38 0.7017

The results reveal that the engagement drivers collectively 
explained 32 per cent of the variance in engagement 
and intention-to-stay of engineering professionals at the 
power station. Of the five engagement drivers only nature 
of work was found to be significantly linked to employee 

engagement and intention-to-stay (r=0.47, p<0.05).  

Table 2 shows the multiple linear regression analysis 
results for the relationship between engagement and 
intention-to-stay. 

TABLE 2: THE RELATIONSHIP BETWEEN ENGAGEMENT AND INTENTION-TO-STAY

R= 0.62;R²=0.38;  Adjusted R²= 0.37

 
 b* Std.Err.

of b* b Std.Err.
of b t(63) p-value

 

Intercept  0.51 0.36 1.43 0.1583

Engagement 0.62 0.10 0.69 0.11 6.23 0.0000

Engagement accounted for 38 per cent of the intention-
to-stay of engineering professionals at the power station.  
Engagement and intention-to-stay were found to be 
significantly related (r=0.62, p<0.05). 

Stepwise regression analysis was utilised to 
explore the strength of the relationship between 
engagement predictors and intention-to-stay  
(Table 3).
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TABLE 3: ENGAGEMENT DRIVERS AS PREDICTORS OF INTENTION-TO-STAY

R= 0.65;  R²= 0.42;  Adjusted R²= 0.40
 
 b* Std.Err.

of b* b Std.Err.
of b t(62) p-value

 
Intercept  0.11 0.40 0.29 0.7738
Nature of Work 0.47 0.11 0.53 0.13 4.13 0.0001
Transformational Leadership 0.27 0.11 0.29 0.12 2.37 0.0209

Two factors emerged from the stepwise regression 
analysis: nature of work and transformational leadership. 
These two predictors explained 42 per cent of engineering 
professionals’ intention to stay at the power station. Once 
again nature of work emerged as the most prominent 
predictor (r=0.47, p<0.05). 

The correlation analysis conducted revealed that all of 
the predictors of engagement positively correlated with 
each other, a finding congruent with the engagement 
model developed by Hewitt Associates (Kapoor and 
Meachem, 2012).  However, as indicated, only nature of 
work emerged as a significant predictor of engagement 
and intention-to-stay.  

FINDINGS

The study provides valuable insight into the drivers or 
predictors of employee engagement, more particularly in 
the context of the retention of scarce skills of engineering 
professionals.  The purpose of the study was to investigate 
and contribute to a better understanding of voluntary 
turnover at a power station by considering the influence 
of engagement on intention-to-stay of these professionals. 
The influence of various engagement drivers namely: 
leadership style; remuneration structure; physical and 
emotional work climate; nature of work and career 
development opportunities on employee engagement and 
intention-to-stay of engineering professionals at the power 
station was examined. 

The findings of the study revealed that only one variable, 
namely nature of work, was significantly related to 

employee engagement. It was also established that of the 
five engagement strategies investigated, nature of work 
and transformational leadership style were significantly 
related to intention-to-stay. A positive relationship between 
employee engagement and intention-to-stay was proven 
in this study.

CONCLUSION

This study revealed that employee engagement 
positively influences intention-to-stay. For the engineering 
professionals surveyed the strongest predictor of 
employee engagement and intention-to-stay that emerged 
was nature of work. This suggests that managers should 
design and craft jobs in a way in which employees can 
use their talents and skills, where they can flourish 
and prosper in extraordinary ways and ensure that 
their interest is maintained through providing thought-
provoking and challenging tasks. The five drivers that 
were investigated explained 32 percent of the variance 
in engagement. It is critical for management at the power 
station to investigate other factors which may contribute 
to engineering professionals leaving the organisations 
(reducing intention-to-stay).  

In expanding on the value of this study in aiding retention 
it is recommended that management identify drivers of 
engagement which may be unique to their organisations, 
regularly measure engagement levels and develop and 
implement relevant employee engagement strategies.  
Employee engagement should be included as a key 
performance area for managers as part of the performance 
management process.  Customised engagement surveys 



HUMAN CAPITAL MANAGEMENT, ORGANISATIONAL BEHAVIOUR AND LEADERSHIP
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  258
ISBN 978-0-620-71113-5

for different groups of employees should be conducted. 
It is important for management to pay attention to the 
feedback they receive from employees in this regard.  
As a final thought it may be possible that nature of work 
emerged as a highly significant factor for the intention-to-
stay of engineering professionals because they associate 
the content of their jobs with remuneration, development, 
work climate and quality of leadership.  
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ABSTRACT 

The main objective of this study was to investigate the 
influence of authentic leadership on employee engagement in 
a manufacturing environment. To achieve the main objective 
a theoretical study was conducted on the characteristics 
and behaviours associated with authentic leadership and 
employee engagement. Authentic leadership was examined 
from both a theoretical and a practitioner’s perspective. The 
insights gained from the literature review and a practitioner 
perspective were used to develop a questionnaire which 
was electronically administered to managers and their direct 
subordinates who were employed at Continental Tyre South 
Africa in the Manufacturing and Marketing/Sales divisions. 
Managers were required to indicate the extent to which 
they believed that they demonstrated the characteristics 
and behaviours of authentic leaders and the extent to which 
they believed employees were engaged. Employees, on the 
other hand, had to indicate the extent to which they believed 

managers demonstrated authentic leadership characteristics 
and behaviours and the extent to which they themselves 
were engaged.  

The responses received were statistically analysed and 
compared. The results showed that both managers and 
employees agreed that the managers possessed the 
characteristics and behaviours of authentic leaders and that 
the employees were engaged.  Self-awareness in leaders 
emerged as an important predictor of employee engagement. 
To facilitate self-awareness and self-knowledge in leaders, 
the GIVE (goals, interests, values and emotions) model 
was recommended. In addition, use of the 360° feedback 
technique was also proposed to create opportunities for 
managers to receive feedback from employees in this regard. 

Key terms: Leadership, authenticity, authentic leadership, 
employee engagement, self-awareness
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INTRODUCTION 

Authenticity has been highlighted as a quality of 
exceptional leaders (Gardner, Avolio, & Walumbwa, 2005, 
p. 185; George, 2003, p. 6) and advocated as an essential 
requirement for future leaders, more especially in an 
era when the motives and behaviours of many leaders 
are being questioned (Hassen & Ahmed, 2011, p. 751; 
Livingston & Lusin, 2012, p. 102; Petit & Bollaort, 2011, p. 
266). Leaders who are authentic are regarded as genuine 
and ‘real’ and their words are trusted (Avolio, Gardner, 
Walumbwa, Luthans & May, 2004, p. 802; George, 2003). 
There is thus a strong call for leaders who can be trusted 
and who show consistency in their actions.  

In recent times leaders associated with prominent 
organisations made decisions that resulted in unethical 
behaviour and misconduct which resulted in followers and 
customers not only losing confidence and trust in these 
leaders, but in leadership in general (Gatling & Harrah, 
2014, p. 30; George, 2003, p. 127; George & Sims, 2007, 
p. 29; Gill, 2011, p. 39). Trust is regarded as essential 
in developing positive organisational behaviours and 
relationships (Cameron & Spreitzer, 2012, p. 451).  Existing 
leadership theories are somewhat deficient in addressing 
the challenges associated with the organisational leader/
follower relationship as they either don’t incorporate trust, 
confidence and authenticity, or, if considered, address 
these constructs rather superficially. The significance 
of this study was therefore directed at investigating the 
need for a new approach to leadership which incorporates 
these constructs, namely authenticity and trust, and to 
determine the effectiveness of this proposed approach.  
The study of authentic leadership falls under the ambit 
of positive organisational scholarship (POS) and positive 
organisational behaviour (POB) (Cameron & Spreitzer, 
2012, p. 451). 

The main aim of this study was to investigate the existence 
of authentic leadership and engagement in a South 
African manufacturing concern, as well as to determine 
the influence of authentic leadership on the engagement 
levels of followers/employees. The study was conducted 
at Continental Tyre South Africa (SA), a South African 
manufacturing company based in Port Elizabeth.

PROBLEM STATEMENT 

The main problem associated with this study was to 
investigate the extent to which managers/leaders at 
Continental Tyre SA exhibit the characteristics and 
behaviours of authentic leaders and also the extent 
to which authentic leadership has an influence on the 
engagement levels of employees/followers. 

OBJECTIVES 

The objectives of the study as derived from the main 
problem were to:
• Conduct a theoretical study on authentic leadership, 

including an exploration of the distinct and associated 
characteristics and behaviours of authentic leaders 
as well as the influence of authentic leadership on the 
engagement levels of followers/employees. 

• Conduct a survey, with a questionnaire as the data 
collection tool, among managers at Continental Tyre 
SA, to determine the extent to which these managers 
believed that they possessed the characteristics and 
behaviours of authentic leaders as well as the extent 
to which they believed that their employees were 
engaged.

• Conduct a survey, with an adapted form of the same 
questionnaire, among employees at Continental 
Tyre SA, to determine the extent to which they 
believed that their managers/leaders exhibited the 
characteristics and behaviours of authentic leaders 
as well as the extent to which they believed that they 
were engaged. 

• Determine the influence of authentic leadership on 
employee engagement. 

THEORY: OPERATIONALISATION OF 
VARIABLES 

Authenticity involves mental and behavioural processes 
that explain how one discovers, constructs and maintains 
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a core sense of self in situations that one encounters 
(Kernis & Goldman, 2006, p. 293). Authentic leaders are 
regarded as true to themselves and their own beliefs 
and as independent thinkers. Authentic leadership may 
be regarded as consisting of four components, namely 
self-awareness, internalised moral perspective, balanced 
processing and relational transparency (Walumbwa, Avolio, 
Gardner, Wernsing & Peterson, 2008, p. 64). Engagement, 
in the context of this study, refers to employees being 
psychologically and behaviourally involved and absorbed 
in their roles whilst being provided with encouragement 
and support from their managers. 

INDEPENDENT VARIABLE: AUTHENTIC 
LEADERSHIP

For the purpose of this study authentic leadership was 
considered from both a theoretical (Walumbwa et al, 
2008, p. 64) and a practitioner perspective (George, 
2003).  The theoretical foundation is regarded as being 
based on previous literature and empirical studies 
which led to the conceptualisation of the construct and 
the identification of the four components of authentic 
leadership. The addition of a practitioner’s view of 
authentic leadership adds a ‘practical’ element to the 
study.

According to Walumbwa et al (2008, p. 64), authentic 
leadership is “a pattern of leader behaviour that draws 
upon and promotes both positive psychological capacities 
and a positive ethical climate, to foster greater self-
awareness, an internalised moral perspective, balanced 
processing of information, and relational transparency 
on the part of leaders working with followers, fostering 
self-development”. George (2003, p. 12), who provides 
the practitioner view of authentic leadership, defines 
authentic leaders as those who lead with purpose 
and with their hearts, who practice solid values; such 
leaders are committed to building enduring relationship 
with others and they are consistent in self-discipline.  

The four components of authentic leadership, as 
identified by Walumbwa et al (2008, p. 64), are presented 
below. 

Self-awareness

Self-awareness explains how a person derives and makes 
meaning of the world and perceives of him/herself over 
time (Walumbwa et al, 2008, p. 95). It is a concept which 
is central to authentic leadership and explains the leader’s 
awareness of values, emotions, objectives and goals, as 
well as the consequences of his/her actions on others 
(Valsania, Leon, Alonso & Cantisano, 2012, p. 562). Self-
awareness is placed at the centre of the leader’s compass,  
or ‘true north’,  as it defines the purpose of the individual’s 
leadership,  and keeps the leader focused on that purpose 
and prevents him/her from being lured by attractive 
rewards or desire for power and status (George & Sims, 
2007, p. 66). Through self-awareness the leader obtains 
a deeper understanding of self-concept, self-view and the 
meaning attached to past experiences (Walumbwa et al, 
2008, p. 103). Self-awareness is also regarded as the 
most fundamental element of emotional intelligence and 
an essential capacity for leaders to develop (George & 
Sims, 2007, p. 69). Gardner et al (2005, p. 98) add that 
self-awareness is a journey of learning through continuous 
experience.

Internalised moral perspective

Internal moral perspective explains the individual’s 
internalised and integrated self-regulation that is 
governed by his/her internal moral standards and values 
(Walumbwa et al, 2008, p 95). Leaders with high levels 
of self-awareness understand their values, motives, 
goals and emotions. Based on awareness of and 
commitment to personal values, as well as commitment 
to self, a leader will behave in a manner that is true to 
self (Hannah, Lester & Vogelgesang, 2005, p. 44). The 
moral component pertains to a leader’s inner drive to 
create behavioural integrity (Walumbwa et al, 2008, p 95). 
George (2003, p. 39) pertinently adds that the depth of a 
leader’s professed values are tested in a crisis and that 
it is unlikely that an authentic leader will change his/her 
values in a crisis situation. Authentic leaders are known 
to have good situation-sensing capabilities (Goffee & 
Jones, 2009, p. 97). Gardner et al (2005, p. 47) add that by 
taking ownership and responsibility for the results of their 
actions, authentic leaders are moral agents. Walumbwa 



HUMAN CAPITAL MANAGEMENT, ORGANISATIONAL BEHAVIOUR AND LEADERSHIP
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

265

et al (2008, p. 96) state that authentic leaders practice 
integrated and internalised forms of self-regulation when 
they make decisions. Cerne, Dimovski, Maric, Penger and 
Skerlavaj (2013, p. 4) emphasise that a leader is moral 
only if his/her internalised values are moral. 

Balanced processing

An authentic leader processes self-related information in 
a balanced manner, without exaggeration, distortion or 
elimination of information (Gardner et al, 2005, p. 356). 
The authentic leader is guided by values and convictions 
which build credibility and win respect, encourage diverse 
viewpoints and build collaborative networks with followers 
(Walumbwa et al, 2008, p. 96). These diverse viewpoints 
and networks assist the leader to build an accurate view of 
the self, including strengths and weakness, to overcome 
blind spots and enhance self-development. George 
and Sims (2007, p. 78) state that a leader finds his/her 
true north by letting past experiences and life stories 
shape his/her future. Balanced processing is a feature 
of self-regulation through setting existing or new internal 
standards, evaluating discrepancies between standards 
and potential outcomes and then identifying appropriate 
actions (Gardner et al, 2005, p. 356). Without balanced 
processing an individual with low self-esteem is unable 
to deal with his/her weaknesses, and more likely to use 
ego defense mechanisms, such as denial, to eliminate 
discomfort (Gardener et al, 2005, p. 356). Denial manifests 
in the distortion, exaggeration and improper processing of 
information. In comparison, authentic leaders are driven 
by self-verification motives to assess themselves in an 
accurate and balanced manner to clarify core beliefs and 
values (Gardner et al, 2005, p. 356). According to Gatling 
and Harrah (2014, p. 35), balanced processing is a central 
aspect of integrity and character, and this, in turn, influences 
the decisions and actions of an authentic leader. Gardner 
et al (2005, p. 357) adds that environmental contingencies 
are important for the development of the leader’s integrity 
and personal development. Integrity can be regarded as 
that aspect of an individual’s character that enables the 
individual to meet the demands of reality (Cloud, 2006, 
p. 15). Failure to follow internal cues may result in the 
leader succumbing to external forces and abandoning 
core values, beliefs and motives. This, in turn, leads to 

less authentic actions and subsequently the loss of the 
respect of others. 

Relational transparency

Relational transparency involves presenting one’s 
true self to others, sharing openly what one thinks and 
feels, while minimizing inappropriate disclosure. Trust 
is strengthened through the disclosure of self-related 
information (Walumbwa et al, 2008, p 95). Relational 
transparency is based on the leader’s openness to 
information, self-disclosure and willingness to share 
ideas and thus encourage high levels of trustworthiness 
(Hughes, 2005, p. 84). The active sharing of self-related 
information is an important feature in the maintenance 
of sincerity, honesty, intimacy and trust in relationships 
with employees (Valsania et al, 2012, p. 562) George and 
Sims (2007, p 15) propose that a leader should share 
his/her life story. The openness and sharing of personal 
information encourages the follower to do the same 
and facilitates the creation of trust which strengthens 
the relationship. Followers need excitement and want 
to feel significant in their relationships with the leader 
(Goffee & Jones, 2009, p. 15). This process is facilitated 
by the leader’s willingness to openly share feelings and 
by being transparent. Vogelgesang and Lester (2009, p. 
252) encourage the use of communication mechanisms 
that drive transparency and allow followers to detect the 
motives behind the leader’s behaviour, thus reducing 
the followers’ vulnerability or fear. George (2003, p. 
19) suggests that a leader should join an organisation 
that holds similar values to his/hers, and therefore the 
leader’s commitment is not only to the organisation but 
also a commitment to personally held values. Followers 
then contribute to organisational goals willingly due 
to their identifying with the organisation through the 
leader’s transparency. It is further suggested that 
leaders continuously inform followers about economic 
conditions that affect the organisation and be proactive in 
giving and receiving feedback in order to maintain open 
communication (Vogelgesang & Lester, 2009, p. 254).  
Gardner et al (2005, p 87) propose promotion of self-
disclosure through implementation of the GIVE model, 
which incorporates a focus on goal/motives, identity, 
values and emotions. 
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DEPENDENT VARIABLE: EMPLOYEE 
ENGAGEMENT 

Employee engagement may be regarded as the 
‘harnessing of organisational members’ selves to their 
work roles’, when employees involve and express 
themselves physically, cognitively and emotionally while 
performing a task (Kahn, 1990, p 694).  Engagement 
entails an employee’s psychological presence in a role, 
with the employee being absorbed in and directing 
available energy towards work-related tasks (Rothbard 
& Patil, 2011). The employee thus expresses him/herself 
(self-expression) and invests his/her energies (self-
employment) in the job. 

Concepts such as well-being, organisational commitment, 
organisational citizenship behaviour (OCB), job 
involvement and job satisfaction are linked to engagement 
(Kular et al, 2008, p 4; Rothman & Patil, 2011, p. 59). 
The three psychological conditions which, according to 
Kahn (1990, p. 703), may influence engagement include 
psychological meaningfulness (feelings of worthiness and 
usefulness as determined by the individual’s task, role 
and work interaction), psychological safety (individual 
freedom to express self without the fear of psychological 
or social harm) and psychological availability (an 
individual’s perceptions of possessing psychological, 
physical and emotional resources in order to cope in the 
role).

RESEARCH METHODOLOGY 

Development of the measuring instrument 

A quantitative approach was followed using a survey 
with a questionnaire as the data collection tool (Leedy & 
Ormond, 2005).  The development of the questionnaire 
was informed by the theoretical study and the Authentic 
Leadership Questionnaire (ALQ) as developed by 
Walumbwa et al (2008, p. 64). Two formats of the 
questionnaire were developed, one targeted at managers 
and the other at employees. A comparison was made 
between the responses received from managers and 
employees in relation to authentic leadership behaviour 

and employee engagement. The questionnaire consisted 
of three sections. Section A required biographical 
data. Section B consisted of questions that probed the 
characteristics and behaviours of authentic managers. 
For this section a Likert-type response scale, ranging 
from strongly disagree (1) to strongly agree (5) was used. 
Section C probed the engagement levels of employees. 
The same Likert-type scale was used for this section. 

Study population and sampling

The empirical component of this study was conducted 
at Continental Tyre SA, located in Port Elizabeth in the 
Eastern Cape Province. The survey targeted managers at 
a senior level in two divisions, namely, Manufacturing and 
Marketing/Sales. The survey also targeted employees 
from these two divisions who reported directly to the 
senior managers. Other people in the respective divisions 
who did not report directly to the selected managers were 
not included. 

Data collection 

A web-based survey questionnaire was used as the data 
collection tool. As indicated, the ALQ, as validated by 
Walumbwa et al (2008, p. 64), was used as a basis for the 
development of the survey questionnaire.  Adjustments 
were made to include a practitioner’s perspective as 
postulated by George (2003, p. 12). 
A designated HR Manager was sent an email which 
was forwarded to the senior managers in the respective 
divisions who then forwarded the email to their in their 
direct subordinates. The email explained the purpose and 
context of the study and the target group and contained 
a link to the questionnaire. All responses were stored 
in a secure site and only the researcher was able to 
monitor the number of responses received. The number 
of responses received was 60 in total, which represented 
a 92 per cent response rate. 

Statistical analysis 

Descriptive and inferential statistical techniques were 
used for the purposes of data analysis. The Cronbach’s 
alpha coefficient was calculated to determine the 
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reliability of the statements in the questionnaire. A T-test 
was used to compare the mean scores obtained from 
managers and employees. The relationship between 
the independent variable (authentic leadership) and 
dependent variable (engagement) was further examined 
by means of regression analysis. A stepwise regression 
was performed for responses received from the 
employees in this regard. 

EMPIRICAL RESULTS 

Demographic information 

The participating respondents, comprising 18 managers 
and 42 employees, were mostly male (71.7%) and white 

(managers 94%; employees 60%). The respondents 
represented various age groups and lengths of service. 

Validity and reliability 

Two formats of the questionnaire were used. Managers 
were requested to evaluate themselves against the 
characteristics/behaviours of authentic leaders (Section 
B) and evaluate their employees’ engagement levels 
(Section C). The second format of the questionnaire 
was distributed to employees to evaluate their managers 
against the characteristics/behaviours of authentic leaders 
(Section B) and their own levels of engagement (Section 
C). The Cronbach’s alpha coefficient for Section B ranged 
from 0.77 to 0.96 and for Section C from 0.83 to 0.92 which 
indicated reliability (Picardi & Masick, 2014, p 51). 

T-test results (comparison of responses from managers and employees)

Table 1 shows the results for the T-test which was used compare the responses of the managers and employees.

TABLE 1: T-TEST RESULTS (COMPARISON OF RESPONSES BETWEEN MANAGERS AND EMPLOYEES) 

M
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df P

Va
lid N

Va
lid N SD SD

C
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’s

 d
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ac
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al

 
si

gn
if.

 Man Emp    Emp Man Emp Man  

Self-awareness 4.12 3.60 -2.74 58 0.0082 42 18 0.75 0.43 0.77 Med

Internalised moral 
perspective

4.50 3.90 -3.42 58 0.0012 42 18 0.70 0.36 0.96 Large

Balanced processing 4.20 3.58 -3.13 58 0.0027 42 18 0.80 0.38 0.88 Large
Relational 
transparency

4.31 3.81 -2.65 58 0.0104 42 18 0.76 0.37 0.75 Med

Psychological 
engagement

3.87 4.25 2.78 58 0.0072 42 18 0.44 0.57 0.78 Med

Behavioural 
engagement

3.80 4.34 4.41 58 0.0000 42 18 0.41 0.47 1.24 Large

Manager’s role in 
engagement

3.87 3.70 -0.87 58 0.3893 42 18 0.77 0.51 N/A N/A

Red indicates statistically significant difference (p < 0.05) 
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In considering the aggregate mean scores for the various 
components of authenticity and engagement in the above 
table, it is evident that both managers and employees 
showed general agreement in terms of the authenticity 
of managers and the engagement levels of employees. 
However, statistically medium and large differences were 
found in the responses of managers and employees in 
terms of leaders’ authenticity and employee engagement.  
It emerged that there was a positive bias from both 
managers and employees in terms of factors relating 
to themselves.  Managers indicated themselves to be 
more authentic than they were perceived by employees, 
and employees perceived themselves as more engaged 
than perceived as such by their managers.  This might 
be reflective of the notion that respondents might tend 
to be biased when participating in a survey and thus 
provide socially acceptable responses (Picardi & Masick, 
2014, p. 159). The results revealed that there were no 
significant differences in the responses of managers and 
employees in terms of the manager’s role (support and 
encouragement) in engagement.  This could suggest that 
authentic leadership has mostly a psychological influence 

on employees.  In the context of this study it thus seems 
apparent that the relationships which managers build with 
employees are therefore crucial. Further, this relationship 
should be real and intimate. 

Regression analysis 

Regression analysis is used to investigate the relationship 
between variables, with the aim of identifying the effect of 
one variable upon another (Nguyen, 2015). The analysis 
is implemented by estimating the quantitative effect of a 
selected variable upon the identified variable. Regression 
analysis was used to investigate the relationship between 
authentic leadership and employee engagement. The 
responses received from managers indicated that none 
of the predictors had a significant relationship with 
engagement. However, from the responses received from 
employees, self-awareness emerged as a significant 
predictor of engagement. A stepwise regression was 
thus performed for the responses received from the 
employees, the results of which are presented in Table 
2 below. 

TABLE 2: STEPWISE REGRESSION SUMMARY (RESPONSES FROM EMPLOYEES ONLY)

R= 0.74
R²= 0.54
Adjusted R²= 0.53

 b*
Std.Err. of 

b*
b

Std.Err. 
of b

t(40) p-value

Intercept   2,49 0,24 10,45 0,0000

Self-awareness 0,74 0,11 0,45 0,06 6,87 0,0000

The results showed that self-awareness in a leader was 
a strong predictor of engagement, meaning that a leader 
with high levels of self-awareness will have a better 
understanding of his/her internalised moral perspective 
and a balanced processing of information, leading to 
more transparency in relationships.  Self-awareness 

could therefore be considered fundamental to authentic 
leadership and, as such, influence engagement.  This 
supports the contention of George and Simms (2007) 
who position self-awareness at the centre of the leader’s 
moral compass, in directing values-based and ethical 
behaviour. 
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MANAGEMENT IMPLICATIONS

The results of this study indicate that a manager’s 
behaviour, and specifically self-awareness, have a 
significant impact in encouraging engagement behaviours 
in employees.   The role of management is considered 
vital and is regarded as one of the drivers of engagement 
(Poisat, 2006, p. 181). Managers have the potential to 
create an environment which leads to an increase in 
job satisfaction and quality of work (Vosloban, 2013, p 
759). Rothbard and Patil (2011, p 63) provide guidelines 
to managers for enhancing employee engagement, 
which include providing psychological safety, creating a 
balance between work demands and work resource and 
facilitating self-regulation and self-efficacy.  

Creating an environment that ensures 
psychological safety

Psychological safety refers to the individual’s belief that 
he/she is free to express him/herself in the task without 
fear of criticism or being ridiculed by the manager 
or colleagues (Kahn, 1990, p 708). Management 
strategies to promote this condition include: coaching 
leadership, creating trust-based relationships by 
reflecting consistent behaviours, creating a supportive 
culture, encouraging employees to take part in decision-
making and providing honest feedback (Rothbard & 
Patil, 2011, p 63). Vogelgesang and Lester (2009, p. 
252) emphasised reducing followers’ vulnerability or fear 
through transparent communication.  Through relational 
transparency, whereby leaders encourage openness and 
transparency, followers will feel secure and this, in turn, 
creates trust in the leader. 

Creating a balance between demands and resources
An employee must feel that he/she possesses the 
physical, psychological and emotional resources in 
order to perform the task (Rothbard & Patil, 2011, p 64). 
Authentic leaders increase social identification (when 
an individual identifies with a group and sees his/her 
belonging as part of his/her identity), by creating a deeper 
sense of high moral values and expressing high levels 
of honesty and integrity in their dealings with followers 
(Avolio et al, 2004, p. 807). The leader’s internalised 

values and perspectives can facilitate the followers’ self-
discovery and the development of their internal guiding 
points for making effective decisions about their work 
(Walumbwa et al, 2008, p. 113). In this way the employee 
identifies his/her available resources. 

Facilitating self-regulation and self-concept

Self-efficacy, locus of control and identity, and social 
impact are the predictors of an individual’s psychological 
availability (an individual’s belief about coping in the midst 
of work or non-work distractions). Through self-awareness 
and self-knowledge, authentic leaders engage in roles 
which are consistent with their self-concept and goals and 
in this manner encourage the same from their followers 
(Walumbwa et al, 2008, p 104; Cerne et al, 2013, p 5). 
The above strategies should be considered in relation to 
other factors that may affect the engagement levels of the 
employees. These factors include employees experiencing 
psychological meaningfulness, psychological safety and 
psychological availability. 

DISCUSSION AND RECOMMENDATIONS 

Self-awareness was identified as a strong predictor of 
engagement by the employees who formed part of this 
study. This implies the need for leaders with high levels of 
self-awareness and who are aware of their values, motives, 
goals and interests as they will be more transparent and 
honest in their interactions with others. The GIVE (goals, 
interests, values and emotions) model (Fusco, Palmer & 
O’Riordan 2011, p. 127) could be used to facilitate self-
knowledge and self-awareness in managers. This model 
assists individuals in deepening their self-knowledge in the 
journey towards discovery of their authentic self (Fusco et 
al, 2011, p 127). Another way of gaining self-awareness 
is through receiving feedback from others. Through a 
360° feedback technique managers can receive feedback 
from employees and other significant stakeholders, such 
as the managers’ supervisor and his/her subordinates. 
The 360° feedback technique provides an opportunity for 
open discussion to take place between the manager and 
employees (relational transparency) and thus facilitates 
self-awareness. This, in turn, contributes towards a 
psychologically safe environment for employees.   
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LIMITATIONS AND IMPLICATIONS FOR 
FUTURE RESEARCH 

The focus of this study was on leadership, specifically 
authentic leadership, and engagement. The approach 
to this study focused more on the relational aspect of 
leadership, specifically the relationship between the 
leaders/managers and their followers/employees. Although 
the selected sample was drawn from two divisions of the 
company, which sufficiently represented the managers and 
employees of the organisation, organisational culture and 
its role in determining the nature of relationships between 
management and employees of the organisation was not 
considered in the study.     

AREAS FOR FUTURE RESEARCH

This study focused on the influence of authentic leadership 
on the engagement of employees; it would be interesting 
to conduct research on how authenticity influences the 
formation of in- and out-groups in the workplace and the 
extent to which authenticity bridges the challenges posed 
by cultural differences. 
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ABSTRACT

In the increasingly competitive and pressurised global 
economy, a healthy and productive organisation that 
can sustain innovation and competitiveness becomes 
a necessity. The purpose of this paper is to explore 
and conceptualise the essence of workplace vigour 
and organisational energy with specific reference to 
the possible role of management. A literature review of 
secondary data was undertaken in order to extract and 
highlight the importance of organisational energy and 
individual vigour for today’s managers. Organisational 
energy is the sum total of all members’ energies, plus 

the sum total of the social network energy created within 
and between organisational members. Individual vigour 
can be conceptualised as an innate pattern of response 
to environmental cues that has, over time, proven to 
be functionally significant, and is therefore of critical 
importance for managers to take note of. Organisational 
energy and individual vigour both play an important part 
in business effectiveness and much more research on 
how leadership can affect energy and vigour in an African 
context is proposed.

Keywords: organisational energy, vigour, management’s 
role, business effectiveness
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INTRODUCTION

Organisational energy and workplace vigour are seemingly 
neglected research areas when it comes to managements’ 
role and interventions in the workplace. Moran and Volkwein 
(1992) provided empirical evidence that demonstrated 
not only the significant influence organisational climate 
exerts on organisational performance, and Shirom (2005) 
demonstrated how workplace vigour affects the motivation, 
behaviour and well-being of employees. 

The concept of energy in organisations has been referred 
to in many theories around motivation. However, the 
specific concept of human energy in the workplace has 
not been researched widely (Schippers & Hogenes, 2011). 
The purpose of this paper is to explore and conceptualise 
the essence of workplace vigour and organisational energy 
with specific reference to the possible role of management.

PROBLEM INVESTIGATED

From the literature on this topic it is clear that the 
organisation exerts an influence on the vigour of 
individuals. The vigour of employees becomes a concern 
for managers as it is an indication of organisational energy 
and performance. If individual vigour is affected it should 
impact on the level of energy and thus performance, 
however we do not know what the managerial role and 
challenges are on organisational energy and workplace 
vigour. The question every organisation has to ask itself if 
it wants to sustain performance, during times of pressure 
and competitiveness, is whether the organisational energy 
is supporting a healthy and energised workforce? 

RESEARCH METHODOLOGY

This is a conceptual paper based on an existing literature 
review as secondary data, whereby managerial roles and 
challenges on organisational energy and workplace vigour 
are being postulated. Initially, a search on available data 
and academic writings on the topic, across the spectrum 
of multidisciplinary literature, was conducted. This process 
included the identification of text types and other sources 

of data, such as existing empirical data and practices. An 
extensive reading and categorizing of the selected data 
ensued. 

LITERATURE REVIEW

In this literature review we will explain the concept of 
organisational energy as postulated by Smith and Tosey 
(1999) who were the first to define this concept. We will 
also explain vigour as defined by Shirom (2005), as this 
definition takes into account physical, emotional and 
cognitive energy. 

The concept of organisational energy

Organisational energy is a complex concept that has 
emerged from various disciplines: Learning organisations, 
Knowledge management, Chaos theory, Systems 
theory and the New physics (Bruch & Vogel, 2011). 
Organisational energy can be conceptualised as the result 
of/product of the organisational climate. In order to fully 
grasp the meaning of organisational energy, we first need 
to understand its core which is the concept of energy. Most 
definitions connect energy with activity, vitality, vigour, 
force and action. In physics, energy refers to an indirectly 
observed quantity which is generally associated with the 
ability to influence the system in which it occurs. Energy 
can therefore be seen as a catalyst for action to take place 
within a system (White, 2010). 

In an organisational context, one of the earliest definitions 
of energy refers to the potential action or accomplishment 
of work (Bruch & Vogel, 2011). Organisational energy can 
also be seen as a type of positive arousal, sometimes 
experienced as emotion. These emotional responses 
may be short responses to specific events, or longer 
lasting emotional states that do not necessarily respond to 
anything specific (Cartwright & Holmes, 2006). Schiuma, 
Mason and Kennerly (2007) define this response as a 
behavioural driver that creates a reinforcing, motivating 
loop that impacts on organisational performance.

We can say that organisational energy is the sum total 
of all members’ energies, plus the sum total of the social 
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network energy created within and between members. 
This creates a new or ‘emergent’ energy that is the 
result of the synergetic integration of all forms of energy 
(Schiuma, Mason & Kennerly, 2007). This definition 
helps us understand energy within the organisational 
context. It provides a holistic definition of organisational 
energy where the sources of energy (for example, 
individuals and groups), and the sources of energy 
dynamics (for example, individual behaviours, social 
interactions and organisational infrastructure) are linked 
to business performance, and can therefore be referred 
to as the organisation’s energy. Cole, Bruch and Vogel 
(2012) conducted research to determine if the energy 
of individuals can manifest as a higher level, collective 
construct. The outcome of their research found a positive 
relationship between the overall performance of the 
organisations with what they term ‘productive energy’ of 
individuals. It is within this reasoning that organisational 
energy is important for managers to take note of, and 
to actively manage. Thus, why should managers be 
concerned about organisational energy? 

Benefits of Highly Energised Employees

Companies benefit from the positive dynamics of an 
energised workforce because, according to Cartwright and 
Holmes (2006), under these circumstances employees 
work well together, relationships are supportive and 
inspiring, and information is freely shared. As the benefits 
of an energised workforce are realised, the organisation 
tends to develop the capability to support innovation. 
Innovation and creativity are frequently quoted as key to 
achieving the strategic objectives that the organisation 
has set for itself. It therefore stands to reason that 
managers and their teams will benefit directly from 
this capability which could be expressed, for example, 

through larger budget allocations, more independence 
of their teams, and greater creative license. Energy 
therefore drives motivation, powers teamwork, fosters 
creativity and gives organisations a competitive edge 
(Schiuma, Mason & Kennerly, 2007).

Without a high level of energy, Bruch and Ghoshal (2003) 
believe a company cannot achieve overall productivity 
improvements, cannot grow fast, and cannot develop 
major innovations. It is therefore important to create 
work environments that are humane, challenging and 
rewarding, where people and in particular employees, 
feel passionate and energised by their work. The concept 
of energy can be seen as a valuable tool in this regard, 
assisting us to gain a deeper understanding of how 
companies can reach their full potential. Smith and Tosey 
(1999) developed a seven construct model which enables 
us to examine and assess the energy of an organisation.

The Seven Energies Model

The model developed by Tosey (1994) and Smith and 
Tosey (1999) defines employees’ experience of the 
energy levels in their organisation, in seven different 
dimensions. The seven dimensions are perceived as 
energies, ebbing and flowing according to the degree of 
individual and collaborative intent to perform according 
to the organisation’s business plans (Tosey, 1994). By 
intermittently assessing the status of these dimensions, 
performance may be enhanced as strengths and 
shortcomings are monitored and highlighted; priorities 
defined and redefined; and remedial actions identified and 
initiated (Tosey, 1994).  These seven energies are depicted 
in Table 1 and will be briefly discussed with emphasis on 
the role of management as facilitators of energy in the 
organisation.
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TABLE 1. DIMENSIONS OF ENERGY IN ORGANISATIONS  (ADAPTED FROM TOSEY & LLEWELLYN, 2002)

Energy Observed as

Inspiration Alignment with (higher) purpose, Inspiration, Vision, Mission

Integration Synergy, Strategic insight, Balance of head and heart, Integration of difference/diversity

Meaning Meanings, Values and Beliefs, Communication, Expression

Community Human/interpersonal relations. Social needs. Democracy, Co-operation, Negotiation

Control Design of form; Organisational structures, Procedures, Systems, Control

Activity Releasing, Unblocking, Mobilizing energy. Anxiety/human energy

Existence Resources. “Bottom line”. Managing transitions – “births” and “deaths”

The seven energies are not mutually exclusive but 
overflow with each other, thus having impact on each 
other. Yet, each energy has a distinctive characteristic 
that allows us to identify each one. All energies exist 
in an organisation at any given time. It is the flow and 
blockages of energy that are of importance. The seven 
energies will be experienced differently by different 
organisations and will even be experienced differently in 
the same organisation, in different departments and at 
different times.

1.	 The	energy	of	inspiration

The energy of inspiration has to do with the alignment of 
the organisation to a higher purpose. It requires inspiration 
and vision from an organisation’s leadership. Peters and 
Waterman (1982) reported that employees “perform 
most energetically, creatively and enthusiastically when 
they believe they are contributing to a higher purpose” 
(Butts, 1999: 328). It is therefore important for managers 
to inspire employees with a vision of the future that they 
can aspire to, by giving of their best.

2.	 The	energy	of	integration

The energy of integration refers to a sense of holism which 
includes many opposing concepts such as art and wisdom. 
Intuition has a role to play and so does ecology. There is 
synergy and strategic insight, integration of differences 

and diversity. Integrity and wisdom are the ideal qualities, 
that need to be displayed by managers (Tosey & Llewellyn, 
2002).

3.	 The	energy	of	meaning

The energy of meaning has to do with values and 
beliefs, communicating with others, expressing one-self. 
The ideal qualities of this energy are truth and honesty. 
Mission statements and strategy are also relevant. It is 
the managers’ responsibility to emphasise the meaning of 
each person’s contribution within the whole organisation 
(Tosey, 1994). 

4.	 The	energy	of	community

This energy is the central energy and is believed to be 
highly influential in the way the whole functions. It is about 
the sense and quality of connection with other people, 
experienced in how we relate to other people and create 
a co-existence with them (Tosey, 1994). In this energy, 
a;though every person in the organisation plays a role, the 
influence of managers in determining this energy will be 
greater.

5.	 The	energy	of	control
The energy of control has to do with the experience of 
clarity. It is associated with the balance of order and 
chaos, structure, processes, systems, form, design, 



HUMAN CAPITAL MANAGEMENT, ORGANISATIONAL BEHAVIOUR AND LEADERSHIP
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  276
ISBN 978-0-620-71113-5

logic, guidance and confidence. There is a need to look 
at conscious intent and control in a wider sense (Tosey, 
1994). It is through this energy that management provides 
clarity and direction to the whole organisation.

6.	 The	energy	of	activity

The energy of activity is expressed as excitation. It is 
associated with ‘doing’, movement, the entrepreneurial, 
generativity, emotional ‘charge’, achievement, and 
effectiveness. It has to do with unblocking, mobilizing and 
releasing energy (Tosey & Llewellyn, 2002). The ideal 
qualities associated with this energy are creation and 
productivity, which are generally released when managers 
are able to provide a safe framework wherein employees 
can think and create. 

7.	 The	energy	of	existence

This energy has to do with managing transitions; births 
and deaths. It is associated with life and death, beginnings 
and endings, rites of passage, the elemental and primal. It 
deals with resources and the ‘bottom line’ which indicates 
the organisation’s ability to continue to exist (Tosey & 
Llewellyn, 2002). This energy needs to be carefully 
monitored to ensure that changes and transitions are 
managed optimally.

Central features of this model include:

1. The idea of organisations as energy systems (which 
seems to have potential connections with complexity 
theory),

2. The holistic view of human experience, and

2. The principle that all dimensions of human experience 
are present in organisational life.

The energies model helps to “create a language through 
which participants can identify and discuss their “self 
experience”, and can (so far as they choose to) inquire into 
their organisation’s energies” (Tosey & Llewellyn, 2002: 
54). The importance for managers as leaders is stated by 
Bruch and Vogel, (2011) as: “To sustain energy and create 

a proactive sense of urgency at all levels in an organisation, 
you, as a leader, have to live the love of peak performance”. 
We now turn our attention to the concept of vigour.

Vigour

Emerging from the field of well-being is the school of thought 
on positive psychology and more specifically, positive 
emotions and engagement. Engagement was found to 
include the dimension of ‘vigour’. Vigour is conceptualised 
as comprising physical strength, emotional energy and 
cognitive liveliness. Researchers found that vigour is 
associated with managerial effectiveness, describing 
vigour as a core affect that can be attributed to the work 
environment (Shirom, 2005). Vigour is therefore an innate 
pattern of response to environmental cues that has, over 
time, proven to be functionally significant (Shirom, 2005) 
and is of critical importance for managers to take note of. 

The study of positive emotions and affective states is 
in itself an emerging area of research in the discipline of 
positive psychology with authors such as Seligman (2004); 
Csikszentmihalyi (1990); Snyder and Lopez (2002). 
Positive psychology proposes that positive emotions have 
health protecting physiological effects, thereby impacting 
on longevity. Fredrickson (2002) informs us that the 
biological mechanisms involved are only just beginning to 
be understood but are expected to relate both to improved 
functioning of the immune system and to the individual 
having the capacity to make healthier life style decisions 
(Hafen, Karren, Frandsen & Smith, 1996). It is proposed 
that positive emotions change levels of dopamine in the 
brain. While conducting brain research, Davidson (2000), 
also found that people who were experiencing positive 
emotions had heightened activity in the left prefrontal cortex 
while the right prefrontal cortex remained quiet. 

Emotion theorists such as Fredrickson (2002) and Monat 
and Lazarus (1977), have argued that affective states are 
associated with specific action tendencies. This means 
that the experience of emotion may prompt the individual 
towards a certain thought-action repertoire that increases 
the range of activities to be entered into, broadens the range 
of options to choose from, and generates various creative 
solutions for work-related problems.



HUMAN CAPITAL MANAGEMENT, ORGANISATIONAL BEHAVIOUR AND LEADERSHIP
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

277

Shirom (2005) defines emotion as a “highly structured 
response to specific types of events or environmental 
interactions that gives rise to a characteristic adaptive 
behaviour that is relevant to the needs, goals, or survival 
of the organism” (Shirom,  2005: 4). For Shirom, the 
term ‘affect’ denotes both mood and emotion. According 
to the cognitive theory of emotions, cognitions and 
emotions are separate functions but are experienced 
on a practical level as one and the same thing, each 
affecting the other (Monat & Lazarus, 1977). It is now 
generally recognized that the purpose of emotions is to 
stimulate action related to the need for survival of the 
species. 

In the research that Shirom (2005) conducted on vigour 
in the context of organisations, he portrays a relationship 
between the organisation and the individual’s vigour. 
Shirom (2005) regards the organisation as having an 
impact on the individual’s vigour (well-being) and that 
this in turn impacts on various factors including the 
individual’s performance and ultimately organisational 
effectiveness. Research has also been conducted 
with regard to what impact positive psychological 
states can have in the workplace (Luthans & Avolio, 
2009). Increasingly, companies are fostering employee 
activities and behaviours needed to effectively 
implement a company’s strategy (Lawler, 2005). In more 
recent years, research conducted by Louw (2014), using 
Shirom’s model of vigour, found that vigour was affected 
by emotional stability, citing the important role played 
by a significant other, friends and family members in 
providing support to the individual. These empirical 
studies clearly show that the organisation’s energy is a 
topic that can no longer be ignored as it has significant 
impact on individuals, teams and companies.

Shirom’s Model of Vigour

Shirom’s (2005) study of vigour at work breaks away from 
the predominant focus on vigour as a mood in clinical-
psychological studies by researchers in this field. The 
measurement of vigour is primarily based on the theoretical 
position that vigour and burnout are inversely related and 
cannot be experienced simultaneously. In contrast, Shirom 
argues that vigour and burnout are obliquely related and do 
not represent the extreme poles of the same continuum. The 
reason for Shirom’s different approach is that he believes 
vigour, as generally defined by researchers, only recognizes 
one form of energy; physical energy, whereas vigour has 
personal resources interwoven with physical strength, such 
as emotional energy and cognitive liveliness (Shirom, 2005). 

The theoretical base for Shirom’s definition is found in 
Hobfall’s 1989 theory of Conservation of Resources. 
The main thrust of this theory is that people are basically 
motivated to obtain, retain and protect that which they 
value (Shirom, 2005). According to Shirom, vigour is a 
work-related ongoing emotional experience that results 
from the individual’s evaluation of their job and the working 
environment and what these mean to them. Positive 
emotional/affective states are indicators of mental well-
being i.e. an individuals’ level of vigour may be considered 
as an indicator of their optimal psychological functioning. 
Fredrickson and Joiner (2002), confirmed research 
conducted by Ashby, Isen and Turken (1990), wherein 
it was found that positive affect broadens the scope of 
cognition and enables flexible and creative thinking. This in 
turn enhanced resilience and produced positive emotional 
well-being. This relationship is depicted in Shirom’s model 
of vigour where three dimensions are mentioned. Each of 
the dimensions will be briefly discussed.
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Figure 1. Vigour at Work (Shirom, 2005).

Physical strength

To understand the physical body and therefore physical 
strength, we can look at the smallest component, the cell. 
What applies to the cell is also applicable to the body 
as a whole. The cell can be considered as an individual 
living being which eats, drinks, grows, eliminates waste, 
multiplies, ages and declines. The cell needs three basic 
requirements to be met in order to enjoy good health: 
Firstly, the cell requires innervation which is the influx 
of the life force by means of an adequate nerve supply 
from the brain and spinal cord. Secondly, the cell requires 
nutrition which necessitates normal composition of blood, 
lymph and other fluids of the body. The third requirement 
is for drainage to ensure that accumulations of waste that 
obstruct venous and lymphatic circulation are removed.

The cell contains a memory and energy of its own. It can 
store and process information from the sun and plants, as 

well as from the human heart (Pearsall, 1998). Every living 
cell remembers what it is supposed to do, where, when 
and how. Cardio-energetics suggests that the billions of 
brain cells contain memories which constantly vibrate with 
other cells to share and create information laden energetic 
memories. Cells consist more of space than of matter and 
the energy within the cell vibrates and merges with the 
energy of all things around that cell. These tiny cells, or 
energy particle waves, make up two thirds of our bodies, 
which literally make us ‘heavy with information energy’ 
(Pearsall, 1998). We possess a variety of specialized 
energy-distributing systems that also support the cells 
and organs. These systems can either enhance or inhibit 
the flow of energy in our bodies by factors such as our 
emotions. Chopra (1990) states that when emotions, 
thoughts, lifestyle and other factors influence the body 
negatively, they can prevent the cells from functioning 
properly and affect the overall intelligence of the cell, 
resulting in ill health.
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Emotional energy

Kirshenbaum (2003) claims that one has emotional energy 
when one feels UP for your life; hopeful, positive, engaged, 
charitable, caring, patient, focused, and loving. Emotions are 
regarded as a central element to the notion of self and are 
strongly linked to motivation, behaviour and psychological 
health (Cartwright & Holmes, 2006). Researchers and 
health professionals impart that “evidence is mounting, even 
in the traditional medical literature, that our emotions affect 
our health” (Gerber, 2001: 474). There are physiological 
reasons why emotions impact on health. According to 
research, different parts of the brain are associated with 
specific emotions, and they are also associated with specific 
hormone patterns. “The release of certain hormones, then, 
is associated with different emotional responses, and these 
hormones affect health” (Hafen, Karren, Frandsen, & Smith, 
1996: 22).

In 1973 Egan stated that emotional repression is a greater 
problem than emotional indulgence (Smith & Sharma, 
2002). These assertions still hold true today since “society 
still equates emotional maturity with the control or repression 
of feelings, continuing to use the word “emotional” in 
a derogatory sense”. It is interesting to note then that 
“emotions and the sub-conscious [are] on a noticeably higher 
[frequency] level than the mental sphere” (Harbour, 2002: 
23). Richards (2006) comments that “habitual comfortable 
mental energy is unlikely to provide a vision that stirs the 
emotions and rouses the spirit” (Richards, 2006: 47).  On 
the contrary, Ashkanasy, Zerbe and Härtel (2014) point out 
that our organisations are saturated with emotions. These 
authors identify the ways in which emotions play a role in 
the work place, and ultimately claim that “emotions are a 
part of the very fabric of organising” (Ashkanasy, Zerbe & 
Härtel, 2014: 1). 

Fredrickson (2002) found that emotions are accompanied 
by a tendency to think or act in a certain direction. Emotion 
is defined by Monat & Lazarus as a “complex disturbance 
which includes three main components – namely, subjective 
affect (which includes the cognitive appraisal), physiological 
changes related to species specific forms of mobilization for 
action, and actions having both instrumental and expressive 
features” (Monat & Lazarus, 1977: 146). 

Monat and Lazarus (1977) comment that we often consider 
emotions illogical and even out of control. He argues that 
although we may use reason to keep emotions under 
control, he proposes that “the arousal of emotion actually 
depends on reason and follows clear rules” (Monat 
& Lazarus, 1977: 86). It is the rational appraisal of a 
situation that results in an emotion. This is called cognitive 
mediation. “Emotions follow an implacable logic, as long 
as we view them from the standpoint of an individual’s 
premises about self and world even when they are not 
realistic” (Monat & Lazarus, 1977: 87). 

Appraising takes place in one of two ways. “First, the 
process of appraising can be deliberate and largely 
conscious. Second, appraising can be intuitive, automatic, 
and unconscious (Monat & Lazarus, 1977: 82). The 
distinction made is that at times appraising may be quick, 
instinctive and intuitive whereas at other times it may be 
slow, thoughtful and information seeking. 

Emotion is not constant but changes over time as a result 
of interaction with the environment, “based in part on 
feedback from the situation and from his [the individual’s] 
own reactions” (Monat & Lazarus, 1977: 146) or, adaptive 
commerce, as these researchers call it. “People select 
the environments to which they must respond; they shape 
their commerce with it, plan, choose, avoid, tolerate, 
postpone, escape, demolish, manipulate their attention, 
and also deceive themselves about what is happening, as 
much as possible casting the relationship in ways that fit 
their needs and premises about themselves in the world” 
(Monat & Lazarus, 1977: 146). The recognition of this 
interaction provides managers with some insight and a 
starting point from which to engage with employees and 
harness their latent energy.

Garg and Rastogi (2006), argue that there are clearly 
positive benefits of emotional displays for organisations, 
as emotions control the exchanges with customers or 
clients, and can therefore lead to customer retention. 
Unfortunately, there is a fear in organisations that focusing 
on emotional energy leads to loss of control. 

Smith and Sharma (2002), agree with Garg and Rasogi 
(2006) but indicate that they do not propose that 
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organisations abandon goals, productivity, or rationality 
to develop alternative modes of discourse. Rather, 
acknowledging emotions at work includes what is 
currently ignored or marginalized in organisational life, 
even though emotions are critical to human survival. 
“Rationality is not an objective, immutable state. Rather 
it is socially constructed and cast as the dominant 
mode of organizing. Rationality and technical efficiency,  
however, should be embedded in a larger system of 
community and interrelatedness” (Smith & Sharma, 
2002: 178). 

Cognitive Liveliness

Although this dimension resides in a higher frequency 
than the physical body, it is at a lower frequency than 
the emotional dimension. “The mental level is the 
dimension of consciousness; it is home to our intellect, 
our conscious thoughts, and our ideas” (Harbour, 2002: 
23). In the modern management paradigm, individuals 
attempt to base their decisions purely on logic and 
reason, and frown on the use of intuition and the display 
of emotion (Biberman & Whitty, 1997). Nonetheless, the 
power of the mind has been recognized for some time, 
particularly since the days of Norman Vincent Peale who 
advocated Positive Thinking. The power of the mind has 
further been emphasized by Canfield, Hansen and Hewitt 
(2000) as well as Murphy (2000) and Richards (2006), 
amongst others. 

Scientific knowledge has contributed to and improved 
many aspects of our lives, but it remains only a partial 
truth. Although we shouldn’t ignore science and rational 
thinking it is unfortunate that “within business and 
academic circles, we seem to have largely accepted that 
the scientific model is the more accurate lens through 
which to view reality” (Krahnke, Giacalone & Jurkiewicz, 
2003). Cognitive processes and thereby science, 
have created a world subject to quantifiable laws, and 
perhaps, in the process ended with only half a world. The 
‘scientific’ position of absolute truth inherently creates a 
sense of competition and dominance over other positions 
and encourages the absolutist, “either/or” thinking, which 
entails debates and arguments rather than dialogues 
(Krahnke, Giacalone & Jurkiewicz, 2003). 

The Relationship between Organisational 
Energy and Individual Vigour

Morgan (1986) believes that through understanding the 
logic of mutual causality, i.e. that a relationship exists 
between the individual and the organisation and that they 
influence each other, “we have a means of appreciating 
how the explicate reality of organisational life unfolds and 
is transformed on an ongoing basis” (Morgan, 1986: 255). 

Morgan (1986) uses the analogy of the hologram or 
associates the brain with a hologram in an effort to describe 
organisations as “information-processing systems 
capable of learning to learn…and can be designed to 
reflect holographic principles” (Morgan, 1986: 80). In the 
1950s the Hungarian Nobel Prize winner Dennis Gabor 
constructed the first hologram. A hologram is a special 
type of optical storage system that can be explained as 
“the part is in the whole, and the whole is in the part” 
(Lessem, 1991: 256). Relating this to the organisation, 
although things may seem separate, they are all implicitly 
integrated. “The appreciation and manifestation of such 
a whole, within whatever part, is the essence of quality. 
Moreover, the more intense the awareness of the whole, 
within each part, the more total the quality…In essence, 
then, management and organisations are not classically 
ordered in linear manner” (Lessem, 1991: 258). 

This hologram model is useful in business in that within the 
holographic field, learning and managing, operations and 
finance, knowledge and skill, manager and organisation, 
product and market, institution and environment become, 
on the one hand, discrete and separate phenomena 
and, on the other, holographic reflections of each other 
(Lessem, 1991). In fact, the complementarities between 
“part (classical) and whole (romantic), like that between 
particle and wave, rock and whirlpool is characteristic 
of total learning and quality management, just as it is 
of the new physics” (Lessem, 1991: 262). Taking these 
thoughts further, we can therefore expect that there will 
be a relationship between organisational energy and 
individual vigour as they are holographic reflections of 
each other.

The literature review revealed a number of examples of 
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research that had been conducted on the relationship 
between the organisation, and the individual in other 
fields; for example, it was found that in order for customer 
relationship management to succeed, an appropriate 
environment is needed (Van Bentum & Stone, 2005). 
Clients are better serviced if the practices and policies 
of the organisation meet the needs of their employees. 
Research has also shown that the psychological effect 
of individual employees has a pronounced positive or 
negative effect on the organisation and its performance 
(Davidson, 2000). Research conducted by Derman (2009) 
found a positive correlation between organisational 
energy and individual well-being, postulated as vigour. 

FINDINGS AND POSTULATIONS

This paper reviewed literature from multi-disciplines on 
the topics of organisational energy and individual vigour. 
Articles were considered from management research, 
occupational health, learning organisations, knowledge 
management, organisational climate, psychology, 
organisational change, positive psychology, emotion 
theory and industrial psychology.

The findings indicate a strong correlation between 
the organisation and the individual. Having defined 
organisational energy as the sum total of all members’ 
energy as well as the social network created between 
members, it becomes important to understand what 
these are. Organisational energy, as defined by Smith 
and Tosey (1999), is seen to have seven critical energies 
which managers need to pay attention to. Managers 
need to provide inspiration to employees with a higher 
purpose and vision of the future that they can relate to. 
All too frequently vision and mission statements are dead 
documents mounted on the wall, which employees could 
not expound on, if asked to. 

It is also important to integrate all aspects of the divergent 
workforce, ensuring that all differences and diversity are 
embraced and the richness thereof appreciated. In this 
diversity we are also speaking about acknowledging the 
creative side, the innovative and experiential as well as 
the hard headed rational side of business. 

Human interaction is of importance when considering 
the energies of Meaning and Community as we all have 
social needs, and desire cooperation from others and 
wish to share our values and beliefs. These need to be 
shared in an environment of respect and acceptance, 
where individuals can feel valued and able to contribute 
to the stories, beliefs and values that the organization 
creates.
 
The balance between Control and Activity is a management 
challenge that requires a sensitive assessment of the 
needs of the team. While control provides the structures 
and systems to facilitate performance, it is within the 
energy of activity that creativity and innovation occurs 
where members are able to mobilize energy. The extent to 
which these are finely balanced will depend on the team 
and their own need for independence and autonomy.

Existence and the sensitive management of change 
and transitions are critical in a world of ongoing change. 
Although we live in an environment of constant change, 
as individuals we differ in our abilities to adapt. When 
transitions are not dealt with well, the trust between the 
organization and the individual can be destroyed e.g. 
during a retrenchment exercise.

As managers, we also need to take note of the importance 
of individual vigour. For too long, management theory has 
ignored the impact of the manager on the team. Team 
members leave the organization when they feel that their 
needs are not being met, or are being blocked by their 
direct manager. Managers are imbued with power by their 
team members that they do not necessarily possess. 

To effectively take on the responsibility of management, 
it is critical to understand individual vigour. Physical 
strength is immediately visible and is the energy that we 
are aware of in our day to day lives and activity at work. 
Cognitive liveliness is something that we seek on a daily 
basis, encouraging our team members to produce more, 
to find solutions, to be creative. 

The energy that is mostly not recognized, yet has the 
largest impact on the individual, the team and the 
organisation, is the energy of emotion. Whether the 
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energy of emotion is recognized or not, it plays out in the 
organisation on a daily basis. Decisions are continually 
being taken on an emotional basis; we simply do not 
acknowledge them, and find rational explanation for what 
we do. For a manager, the best approach is to gain an 
understanding of emotional energy, and through it, learn 
to positively manage the energy of the individual and the 
team. Managers can begin to understand where to start 
addressing undesirable behaviour and attitudes as the 
behaviour of employees is the result of what they have 
learnt.

CONCLUSION

Employees like to work in a highly energised environment 
where everyone wants to contribute the best they have 
to offer. In reality, however, whilst there may be pockets 
of high energy within an organisation, there are also 
many areas that completely destroy energy. Employees 
may be amiable and cooperative, but their output never 
quite reaches expected outcomes. Managers find 
themselves under continual pressure to deliver more, 
with fewer resources. In today’s economic climate 
business shies away from investing in their people, 
whether it is creating additional jobs or sending current 
employees on training. Additionally, a number of different 
variables, including processes and technologies, have 
a huge impact on the roles and responsibilities of all 
employees in an organisation. Whilst the organisation is 
experiencing increased delivery pressure, there is also 
increasing complexity of the environment and diverse 
client requirements. Through all of this, organisation 
have to find a way to increase their competitiveness, 
this puts further pressure on employees and managers 
alike affecting the energy and vigour needed to sustain 
performance and delivery. 

Organisations continually search for new methodologies 
in order to obtain a competitive advantage in a highly 
competitive environment, especially now that competition 
is a global factor of business management. Managers 
must ensure that their organisations are alive and can 
only safeguard this if they truly embrace organisational 
energy and individual vigour in the workplace. This 

paper contributes further information on a very important 
management issue; that of organisational energy and 
individual vigour. 
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ABSTRACT

There is a growing need in the modern workplace to enable 
employees to raise concerns regarding wrongdoing in their 
organisations without constantly fearing reprisal. Despite 
the South African legislature’s best attempts to protect the 
vulnerable employee who blows the proverbial whistle and 
makes a protected disclosure, shortcomings in both the 
implementation and content of current legislation often 
expose the whistle-blower to various less visible forms of 
retaliation in the workplace. Undeterred by anti-retaliation 
legislation, resentful colleagues or employers frequently 
subject whistle-blowers to covert forms of workplace 

bullying, including intimidation, isolation, ostracism, and 
exclusion from the everyday routines of organisational 
membership. Unfortunately, workplace bullying as such 
is not regarded as an “occupational detriment” in South 
African law and is therefore not specifically prohibited. 
Against this backdrop, this paper explores the adequacy of 
whistle-blower protection in South Africa compared to the 
United Kingdom, with particular emphasis on workplace 
bullying as a possible negative effect of whistle-blowing. 

Keywords: whistle-blowing, workplace bullying, vulnerable 
employees, occupational detriment
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INTRODUCTION

Our lives begin to end the day we become silent about 
things that matter.

– Martin Luther King Jr.

In recent times, the practice of whistle-blowing has gained 
traction in countries that seek to reduce corruption within 
their governments as well as private entities (Lawal, 
2007:1). In the work environment, it is widely believed 
that whistle-blowing is one way of fighting corruption and 
unethical behaviour in organisations (Camerer, 1996:11). 
Workplace whistle-blowing1 is generally understood 
to mean “the disclosure to a person or public body, 
outside normal channels and management structures, 
of information concerning unsafe, unethical or illegal 
practices” (Mannion & Davies, 2015). Therefore, the 
whistle-blower embarks on exposing wrongdoing by 
supplying management with the required information 
to put an end to corruption within their organisations 
(Heacock & McGee, 1987). To encourage this practice, 
countries worldwide have taken various steps and 
introduced a range of legislation aimed at making 
the whistle-blowing process as employee-friendly as 
possible in order to encourage more employees to report 
wrongdoing (Hoffman & McNulty, 2009:45). 
Whistle-blowing does however come at a cost, often 
leaving the whistle-blower utterly vulnerable against 
resentful co-workers’ retaliation. One such form of 
retaliation, which also constitutes the focus of this 
paper, is workplace bullying. A reported organisation or 
individual would often retaliate by subjecting the whistle-
blower to both covert and overt bullying behaviour. This 
includes ostracism (Bjorkelo, 2013), isolation (Mannion 
& Davies, 2015) and the intentional systematic exclusion 
from everyday rites associated with organisational 
membership (Anderson, 2009), as well as actions 
such as selective downsizing (Bjorkelo, 2013), issuing 
unwarranted warnings, or creating a hostile work 
environment. It is also reported that whistle-blowing 
leads to intimidation and social losses (Patrick, 2012), 

1  This research is restricted to whistle-blowing where the 
whistle-blower’s identity is known to the organisation 
and does not include instances where the whistle-blower 
remains anonymous.

thus offering very little to the whistle-blower, and that 
management tends to “shoot the messenger” (Bjorkelo, 
Ryberg, Matthiesen & Einarsen, 2008).

This vulnerability on the part of the whistle-blower after 
having made a disclosure has been the subject of many 
a debate, and the reason for the adoption of various 
international and local legal instruments to protect 
whistle-blowers from retaliation. In the past while, both 
South Africa and the United Kingdom have been lauded 
for enacting legislation offering protection to workplace 
whistle-blowers, namely the South African Protected 
Disclosures Act 26 of 20002 and the United Kingdom Public 
Interest Disclosure Act of 1998.3 Yet, the effect of these 
laws on the fight against corruption in the two respective 
jurisdictions seems to differ quite substantially (De Maria, 
1994:12). According to the 2014 Corruption Perceptions 
Index produced by Transparency International,4 where first 
position represents least corrupt and 175th position signifies 
most corrupt, South Africa ranks an underwhelming 
67th, while the United Kingdom is ranked a respectable 
14th (Larmour & Grabosky, 2001:179). South Africa’s 
poor performance compared to the United Kingdom is 
concerning, considering that the two jurisdictions both 
have some of the most extensive whistle-blower protection 
legislation in the world (Auriacombe, 2005:86). 

Therefore, although the intentions of anti-retaliation 
legislation may be pure, the success of whistle-blowing 
protection in practice, and thus its effectiveness in 
combating corruption, is debatable. Even in the United 
Kingdom, where PIDA is regarded to contain some of 
the strongest anti-retaliation provisions in whistle-blowing 
legislation internationally, only 55% of staff surveyed in the 
National Health System indicated that they felt confident 

2  Hereinafter “the PDA”.
3  Hereinafter “PIDA”.
4 Transparency International is a non-profit, non-governmental 

organisation that is dedicated to fighting corruption. It is 
known for its Corruption Perceptions Index, which is a 
measurement of the levels of perceived corruption and 
wrongdoing in countries around the world. The organisation 
raises awareness of the effects of corruption and works with 
governments to devise ways of tackling this challenge. See 
Vaughn 2012:238.
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that their concerns would receive attention, while only 
11% of medical doctors reported that they would feel 
comfortable having blown the whistle (Mannion & Davies, 
2015). In the same survey, 49% of doctors reported that 
they feared reprisal if they were to blow the whistle, and 
only 33% of those who eventually did blow the whistle 
received support from their colleagues (Mannion & Davies 
2015). 

In the South African context also, employees believe that 
blowing the whistle will have an adverse rather than a 
positive impact on their lives (Lawal 2007:2). This belief 
stems from the often inadequate protection that whistle-
blowers receive having made disclosures of criminal or 
irregular behaviour (Binikos, 2006:11). Binikos (2006:11) 
holds that in almost every known case involving whistle-
blowing in South Africa since 1994, the whistle-blowers 
have suffered consequences such as victimisation, 
retaliation and hostility – to mention only a few – and their 
attempts to reveal wrongdoing were not well received. With 
the country scoring fairly poorly in terms of perceptions 
of corruption in its public service, there is an urgent need 
to investigate the reasons for employees’ reluctance to 
report malpractice in their workplace. Inevitably, such 
an investigation will have to include the role of potential 
workplace bullying in discouraging whistle-blowers. After 
all, although some retaliatory actions are prohibited by 
the PDA and the Labour Relations Act 66 of 1995, as 
amended, bullying as such is not mentioned as a prohibited 
occupational detriment in South African labour legislation. 
In fact, the development of the law in respect of workplace 
bullying is still in its infancy in South Africa. 

PROBLEM INVESTIGATED & RESEARCH 
OBJECTIVES

In their studies of the effectiveness of whistle-blowing 
legislation, various academics praise these laws for the 
strides they have made in protecting workplace whistle-
blowers (De Maria, 1994:12). However, this study will 
investigate the likelihood that the current legislation in 
South Africa – particularly the PDA – is insufficient to 
properly protect those who choose to blow the whistle in 
the workplace. Although anti-retaliation provisions have 

been promulgated, those who have made a protected 
disclosure in the employment sphere are still exposed to 
various forms of negative behaviour, including workplace 
bullying. In investigating this problem, the study will be 
pursuing the following three objectives.

Firstly, it aims to clarify the link between retaliation following 
whistle-blowing, and workplace bullying. Although this 
link has been suggested in a Norwegian study (Bjorkelo, 
Einarsen, Nielsen & Matthiesen, 2011), no such research 
could be found in the South African context. Considering the 
link between whistle-blowing and workplace bullying in the 
South African workplace would therefore contribute to the 
growing body of evidence pertaining not only to workplace 
bullying, but also to the vulnerability experienced by those 
who muster up the courage to make a disclosure in the 
right manner, to the right people, in accordance with the 
PDA. 

Secondly, the paper aims to contribute to the current 
body of work on protected disclosures by investigating 
the provisions of South Africa’s PDA and other applicable 
legislation, and the possible lessons to be drawn from the 
United Kingdom’s PIDA. In ascertaining the adequacy of 
whistle-blower protection, the study also seeks to highlight 
the weaknesses of current whistle-blower protection 
laws in South Africa, particularly pertaining to workplace 
bullying, and to indicate how these could discourage 
potential whistle-blowers. In this respect, therefore, the 
research will be of academic significance in considering 
possible further development of the law. 

Thirdly, from a more practical angle, the study seeks to 
highlight the change in organisational culture required to 
enable the making of protected disclosures without fear of 
reprisal, as well as the need for set employer guidelines 
that could serve as the basis for internal workplace policies 
to elucidate and clarify the legal position of whistle-blowers 
and the anti-retaliation legislation protecting them.

RESEARCH METHODOLOGY & STRUCTURE

The study of whistle-blower protection laws will take the 
form of a comparative investigation of secondary data 
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such as the applicable legislation in South Africa, i.e. the 
PDA and others, as seen against the United Kingdom’s 
PIDA. The selection of the United Kingdom as the primary 
comparative jurisdiction is based on the assertion by 
authors such as Campbell (2004:42), who state that the 
South African whistle-blower legislation is largely influenced 
by that of the United Kingdom. The United Kingdom’s vast 
experience, extensive collection of judicial decisions as well 
as diverse expression of public opinion on whistle-blowing 
issues will be of further value to this study.

In terms of structure, the paper starts off with an academic 
literature review, exploring the concept and consequences 
of whistle-blowing, as well as unpacking the notion of 
workplace bullying as a form of post-disclosure retaliation. 
Once the interface between whistle-blowing and workplace 
bullying has been established, the paper proceeds to 
analyse current South African laws governing protected 
disclosures, followed by a comparative look at the 
potential lessons to be drawn from the United Kingdom’s 
PIDA. Finally, a few recommendations are tendered for the 
potential improvement of whistle-blower protection under 
South African law. 

LITERATURE REVIEW

(a)  Whistle-blowing deconstructed

Judging by the available body of literature on whistle-
blowing, the international community understands it as 
being: 

• a key instrument in the fight against corruption and 
other irregular behaviour in both the private and public 
sector;

• responsible for ensuring that political accountability 
and transparency as managerial principles are 
honoured and adhered to;

• a tool that can be used to reveal information that is 
necessary for the public good; and

• an instrument that supports good governance and 

promotes a more open organisational culture (Martin, 
2010:27).

Various scholars have suggested definitions for whistle-
blowing, all of which seem to be formulated along similar 
lines (Sawer & Donnelly, 2015:1). Nader and colleagues 
(1972:7) regard whistle-blowing as “the act of a man or 
woman who, believing that the public interest overrides 
the interest of the organization he or she serves, publicly 
‘blows the whistle’ if the organization is involved in corrupt, 
illegal, fraudulent or harmful activity”. Mathews (1987:40) 
agrees, describing whistle-blowing as an action by an 
employee when (s)he believes that the interests of the 
public dominate the interests of the organisation (s)he 
serves, thereby justifying the need to blow the whistle. 
Hoffman and McNulty (2009:46) add to this by stating 
that “the basic justification for whistle-blowing is that: the 
whistle-blower perceives something that he or she believes 
to be unethical or illegal and reports it to authorities so that 
corrective measures may be taken”. Similarly, Holtzhausen 
(2007:27) defines whistle-blowing as the act of raising 
the alarm about misconduct within an organisation or 
through an independent structure associated with such 
organisation. The International Labour Organization 
(ILO Thesaurus, 2015) has introduced a slightly broader 
definition, describing whistle-blowing as “the reporting 
by employees or former employees of illegal, irregular, 
dangerous or unethical practices by their employers”. 

In general, the whistle-blower is of significant importance 
in the fight against corruption, often being the eyes closest 
to wrongdoing (Webster, 2015:25) as well as corrupt 
behaviour and mismanagement in both the private and 
public sector (Martin, 2010:5). Since one of the challenges 
in preventing corruption is the ability to detect wrongdoing 
in the first place (Larmour & Grabosky, 2001:179), it very 
often is whistle-blowers’ contributions that see corrupt 
individuals being brought to book (Klitgaard, MacLean-
Abaroa & Parris, 1996:3), providing government-appointed 
authorities and even specialised police investigative units 
with the required information to pursue the fight against 
corrupt activities (Auriacombe, 2005:86). Unfortunately, 
however, international as well as local examples indicate 
that the same people who muster up the courage to point 
out organisational wrongdoing end up being subjected to 
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stressful and even personally threatening conditions at 
work due to retaliation (Gravley, 2012:1). 

(b)  The consequences suffered by whistle-
blowers – a motivation for proper legal 
protection

Although whistle-blowing generally occurs in the interest 
of an organisation that could risk being contaminated 
by corruption should the disclosure not be made, and 
demands a considerable amount of courage (Dryburgh, 
2009:155), the response to whistle-blowers’ disclosures 
is often less than appreciative. 

Many whistle-blowers are subjected to severe 
intimidation and occupational detriment following their 
disclosures (Razzano, 2014:4). In the South African 
context, the term “occupational detriment” is defined 
as being subjected to unfair disciplinary action, which 
may include unfair dismissal, suspension, harassment, 
intimidation or even demotion (McGregor, 2007:160). It 
may also include being transferred against one’s will, 
the refusal of a transfer or promotion, being subjected to 
altered conditions of employment, and forced retirement 
(Uys, 2008:908). These negative employment actions 
are all viewed as possible retaliation by the employer 
in response to a disclosure by an employee, and are 
considered amongst the most dreaded consequences 
of whistle-blowing, having repercussions not only for 
whistle-blowers personally, but also their families as well 
as society at large through resultant loss of employment 
(McGregor, 2007:160). As such, these occupational 
detriments are prohibited by the Labour Relations Act 
and carry sanctions for an employer found guilty to have 
acted in this way. Unfortunately, though, there are many 
other ways of retaliating against a whistle-blower in the 
workplace not included under occupational detriments 
in terms of South African law, such as social exclusion, 
isolation and silent treatment, which may all be classified 
as forms of workplace bullying. 

In the United Kingdom, employees who make a protected 
disclosure are sometimes subjected to disciplinary 
action, suspended, or reported to professional bodies 
for alleged misconduct (Mannion & Davies, 2015), 

displaying a very similar pattern to the position in South 
Africa. All of these actions are covered and prohibited 
by PIDA. Like South African law, the law of the United 
Kingdom also does not specifically prohibit workplace 
bullying. However, bullying is recognised as an adverse 
employment action in the United Kingdom and is legally 
regarded as a dignity violation, which offers the whistle-
blower in that jurisdiction the recourse of instituting legal 
action under the Protection Against Harassment Act 
of 1997. Therefore, whilst South African law still does 
not view workplace bullying as a problem in itself, the 
United Kingdom treats it as a separate cause of action.

Hence, on the one hand, protected disclosures are 
encouraged with the promise of legal protection if the 
correct procedures are followed and disclosures are 
made for the right reason. On the other hand, the very 
acts that are intended to provide that protection fail to 
protect the whistle-blower against less visible negative 
employment actions that have not been specified in anti-
retaliation provisions – certainly in the South African 
context, but also in the United Kingdom, albeit to a lesser 
degree. In a South African study conducted by Uys 
(2008:908), all whistle-blowers who were interviewed 
indicated that they had endured extreme suffering as 
a result of their disclosures. In a survey in the United 
Kingdom, 35% of whistle-blowers reported that they had 
faced retaliation (Public Concern at Work, 2010:12). 
These findings confirm the lack of effectiveness of 
current whistle-blowing laws and/or their enforcement, 
and reflect that although most whistle-blowing acts 
contain anti-retaliation provisions, workplace bullying as 
a form of covert retaliation is not specifically covered. 
Therefore, Mbatha (2005:195) is correct in identifying 
whistle-blowers’ concern about professional as well as 
private retaliation as one of the barriers discouraging 
employees from reporting wrongdoing in their places of 
work. 

The lived experience of whistle-blower employees is 
said to almost always comprise of the fear of retaliation 
(Schaper, 2010:104). They are often regarded as 
disloyal and non-deserving of gratitude or protection 
(Duska, n.d.:156). And since their disclosures are 
frequently construed as negative to the organisational 
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hierarchy, whistle-blowers end up facing not only 
personal retaliation, but organisational retaliation also, 
instead of gratitude for affording the organisation the 
opportunity to redress wrongdoing (Milliken, Morrison & 
Hewlin, 2003:454). 

Clearly then, the need to provide workplace whistle-blowers 
with proper and extensive protection against all forms of 
detrimental employment action – both overt and covert – 
is pressing. The failure to provide such protection not only 
results in the violation of whistle-blowers’ fundamental rights 
in many instances (Vaughn, 2012:239), but also renders 
whistle-blowing worthless as an anti-corruption tool.

(c)  Workplace bullying deconstructed5

As workplace bullying continues to attract increasing 
attention amongst scholars, various names and definitions 
have been tendered for this phenomenon. Depending on 
location, workplace bullying may be called “discriminatory 
harassment”, “psychological harassment”, “mobbing” 
and “victimisation”, to name but a few (Lippel, 2010:5). 
Similarly, depending on the jurisdiction, workplace bullying 
may be defined in different ways. Nevertheless, most 
definitions regard bullying as: 

• most frequently occurring in situations of imbalanced 
power, with a senior person bullying a more junior 
employee; 

• repetitive, unwanted, offensive and unreasonable 
conduct; and 

• interfering with the bullied employee’s job 
performance and posing a risk to his/her health and 
safety (What is Workplace Bullying?, 2008). 

When thinking of bullying, one tends to imagine a 
schoolyard scenario where a child is “picked on” by other 
children and/or teachers, and becomes scared, depressed 
and reclusive as a result. Workplace bullying is not much 
different. The trauma experienced by victims destroys 

5 The authors acknowledge Ms Janien van den Berg for her 
research on workplace bullying, on which this section is 
largely based.

their sense of safety and security in the work environment 
(Einarsen & Nielsen, 2014), having both a physical and 
psychological impact (Field, 2009:4). In a physical sense, 
workplace bullying often leads to health problems (Omari, 
2007:39) such as headaches, exhaustion and a general 
lack of interest and energy (Viljoen, 2013:66), and victims 
may also develop more severe health conditions due 
to high levels of stress. Unfortunately, some bullying 
victims attempt to self-medicate through substance 
abuse, including drugs and alcohol (Kerr, 2010:39). At 
a psychological level, bullying is intrusive and violates a 
person’s dignity and self-worth, which is why it can be 
regarded as a form of psychological rape (Stevenson, 
2012). Some victims experience such severe psychiatric 
injury and post-traumatic stress disorder that they resort 
to suicide as, what they believe to be, their only escape 
(Field, 2009:145). Bullying also places immense strain 
on victims’ home life and may even cause divorce and 
the break-up of families (Bornman, Quarm & Gideonse, 
1987:139).  

Apart from the physical and psychological impact on 
the victim, however, bullying also poses risks to the 
employer. According to Salin (2001:426), bullying leads 
to lower productivity, higher absenteeism and high staff 
turnover, which result in both direct and indirect costs 
for the organisation. According to a study done in 2007, 
more than two million employees and managers in the 
United States leave their jobs solely due to workplace 
unfairness and bullying, which costs corporate America 
approximately $64 billion a year (Query & Hanley, 2010:4). 
Victims of workplace bullying could also potentially lodge 
claims against the employer based on the doctrine of 
vicarious liability (WHO, 2002).

In practice, most instances of bullying behaviours are not 
as visible or dramatic as physical assault. These may 
include constant criticism, exclusion from work-related 
and social activities, comments on an employee’s way 
of dressing (LaVan & Martin, 2008), giving an employee 
the silent treatment, lying, repetitive rudeness or 
disrespect (Kaplan, 2010:146), intimidation, aggression, 
undermining behaviour, excessive monitoring of work, 
and routine humiliation (Quigg, 2016).
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(d)  The interface between workplace bullying 
and whistle-blowing 

The crux of the interface between workplace bullying and 
whistle-blowing seems to be power. Workplace bullies 
typically abuse their position of power to target those they 
believe to be weaker or inferior (Collier & Bamu, 2012:1). 
Similarly, power plays a central role in whistle-blowing, as 
the whistle-blower’s disclosure by implication threatens 
those with power, with retaliation as the logical next step 
(Ramirez, 2007).

In a 2010 study on whistle-blowing and workplace relations 
in the United Kingdom, episodes of bullying and exclusion 
were regularly reported by participants (Jackson et al., 
2010). It was found that, in some instances, the bullying 
subsequent to a whistle-blowing incident had indeed 
been subtle and covert, as described above. Typical 
acts of workplace bullying reported to have continued 
over extended periods following whistle-blowing included 
ostracism, marginalisation, open hostility, and exclusion 
and isolation in the workplace. Retributory acts such as 
unfavourable work scheduling, allocating inappropriate/
unwanted jobs to the whistle-blower, and colleagues’ 
collusion against the whistle-blower all caused the 
respondents in this study to be constantly fearful at work 
(Jackson et al., 2010). These negative acts can all be 
classified as bullying and, although they create a hostile 
working environment, are not specifically prohibited by 
legislation, leaving whistle-blowers unprotected against 
the bullying of resentful colleagues or employers.  

Therefore, the inference is that legislation alone is 
insufficient to protect workplace whistle-blowers from 
bullying as a form of retaliation. Management practices 
and internal policies and training are equally important, 
at least until legislatures worldwide properly acknowledge 
workplace bullying as a distinct cause of action, and 
specifically prohibit it – particularly also bullying behaviour 
following a protected disclosure.

SOUTH AFRICAN LAW ON WHISTLE-
BLOWING AND PROTECTED DISCLOSURES

(a)  The Protected Disclosures Act 26 of 2000

During the era of apartheid in South Africa, government 
employed spies to infiltrate the black communities and 
obtain key strategic information (Louw, 2011:25). These 
spies, or “iimpimpi”, were loathed by the people and 
viewed as traitors. This very same connotation is attached 
to whistle-blowers post-apartheid (Calland & Dehn, 
2004:143). Understandably, therefore, the legislature was 
prompted to take steps to ensure that whistle-blowers 
would not suffer detriment as a result of making protected 
disclosures (Chamunorwa, 2015:44). This eventually 
resulted in the promulgation of the PDA.6

The preamble to the PDA recognises that irregular 
criminal conduct impedes development, as it hinders good 
governance that is transparent and accountable. The 
preamble continues by stating that the PDA is intended to 
provide the mechanisms or procedures required for whistle-
blowers to disclose information on suspected wrongdoing 
in their organisations, since the South African common 
law and statutory law had contributed little in this regard. 
The PDA is aimed at helping to create a culture that will 
encourage the disclosure of information by employees in 
the workplace by providing guidelines for such disclosures 
(Republic of South Africa, 2000: sec 1). In terms of section 
2 of the PDA, its objectives include the protection of both 
private and public-sector employees from occupational 
detriment resulting from a protected disclosure, providing 
for remedies where such occupational detriments are 
indeed suffered, as well as prescribing procedures for 
disclosing information. 

6  Whistle-blowers in South Africa are only protected against 
adverse employment action, or occupational detriment, 
if their disclosure is made in accordance with the PDA. 
Not every disclosure attracts protection. This summary of 
the current legislative position in South Africa pertains to 
protected disclosures only.
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In section 1, the act defines “protected disclosure” as any 
disclosure of information made by an employee regarding 
the behaviour of either a fellow employee or employer, 
who is justified in believing that the information that (s)
he possesses illustrates or helps illustrate that a criminal 
offence has been or is about to be committed (Razzano, 
2014:11). In the same section, an employee is defined 
as an individual, excluding independent contractors, who 
provides a service to another person or to the state, and 
who, as a result, earns the right to be remunerated for 
his/her services. The definition also includes any person 
who provides assistance to the way in which an employer 
carries on his business. In the final instance, section 1 of 
the PDA defines an employer as a person who employs 
or provides others with work and, therefore, either tacitly 
or expressly remunerates such a person for the work. 
The definition also covers a person who gives permission 
to another to provide assistance in the running of his 
business, including someone who acts on the authority of 
the employer. 

In terms of the PDA (RSA, 2000: sec 1), a disclosure would 
include reporting that a fellow employee or employer has 
failed or is failing to adhere to certain legal obligations, or 
that a miscarriage of justice has occurred. The definition 
of disclosure even includes reporting in cases where 
an individual’s health or safety is being compromised, 
where the environment is being damaged, or where the 
provisions of the Promotion of Equality and Prevention 
of Unfair Discrimination Act are being violated (Razzano, 
2014). Any provisions in an employment or other contract 
seeking to preclude or bar an employee from making a 
disclosure in terms of the PDA will therefore be void (RSA, 
2000: sec 2(3)).

In order for a disclosure to be protected, it needs to be 
made in good faith (Sangweni, 2009:9) to a legal advisor, 
an employer, a member of Cabinet or a provincial 
executive council, certain appointed persons or bodies, or 
other relevant persons in the case of general protected 
disclosures (RSA, 2000: sec 5-9). Making a general 
disclosure as envisaged by section 9 of the PDA would 
be a whistle-blower’s last resort. When making a general 
disclosure, the requirement of good faith must also be 
satisfied, and the whistle-blower should not be making 

the disclosure for personal gain (H v M Ltd 2005 ILJ 1737 
[CCMA]: 1). In addition, a general disclosure will be 
protected if: 

• at the time of the disclosure, the employee has reason 
to believe that (s)he will suffer occupational detriment 
should the disclosure be made to his/her employer; 

• at the time of the disclosure, no person or body has 
been appointed to receive a protected disclosure (as 
prescribed by section 8) and the employee fears that 
the information that (s)he discloses will be concealed 
if it is disclosed to the employer; and/or 

• the employee has already made the disclosure to his/
her employer or the appointed person or body, but no 
action was taken within a reasonable period following 
the disclosure; or 

• the disclosure is of a gravely serious nature (RSA, 
2000: sec 9). 

In determining whether an employee was reasonable 
in making a general disclosure, considerations include 
not only whether the disclosure was made in the public 
interest, but also the seriousness of the conduct, the 
identity of the perpetrator, whether or not the misconduct 
is ongoing, whether the probability of it continuing is highly 
probable, as well as whether or not the disclosure was 
made in circumstances that breached a confidentiality 
clause between the employee and another person (RSA, 
2000: sec 9).

The PDA specifically provides that employees may not 
be subjected to any occupational detriment, whether fully 
or partially as a result of making a protected disclosure 
(RSA, 2000: sec 3). On the whole, the PDA provides a 
rather generous definition of occupational detriment, which 
includes being adversely affected with respect to any 
employment, profession or office as a result of making a 
protected disclosure. This would include any negative effect 
on employment opportunities as well as work security. Other 
elements forming part of the definition for “occupational 
detriment” are unfair disciplinary action, which may include 
unfair dismissal, suspension, harassment, intimidation or 
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even demotion; forced transfers against employees’ will; 
being refused a transfer or promotion; being subjected to 
terms and/or conditions of employment or even retirement 
that are altered to the employee’s disadvantage; being 
refused a reference, or being provided with one that 
is hostile, as well as being denied appointment to any 
employment (RSA, 2000: sec 1).

As already mentioned, however, the PDA does not 
specifically include workplace bullying – such as social 
exclusion, ignoring an individual, intentionally allocating 
excessive workloads, and micro-management – as forms 
of occupational detriment. Therefore, even though these 
actions surely also constitute adverse employment action 
and are frequently perpetrated against whistle-blowers in 
South African workplaces, workplace bullying is yet to be 
recognised in the anti-retaliation provisions contained in 
the PDA.

Other noteworthy shortcomings of the PDA that largely 
contribute to whistle-blowers’ perception that the act fails to 
effectively protect them include its focus on the messenger 
instead of the message (Lewis & Uys, 2007:89), expecting 
whistle-blowers to comply with an array of sometimes 
complicated requirements, although doing little to draw 
more attention to how the whistle-blower’s message 
should be investigated and resolved (Gobert & Punch, 
2000:17). The PDA also does not make it mandatory for 
employers to train staff in order to promptly investigate 
and assist whistle-blowers when they come forward with 
their disclosures (Lewis, 2008:500). This opens the door 
to victimisation and workplace bullying, as whistle-blowers 
are left to embark on the difficult journey of disclosing 
wrongdoing on their own (Bouloy, 2012:9). In addition, 
once the whistle-blower has made a disclosure and, as a 
result, is bullied in the workplace, suffers occupationally 
or is even dismissed, the whistle-blower still needs to 
prove to the court that the adverse employment action 
was brought on by the disclosure (Wolfe, Worth, Dreyfus 
& Brown, 2014:16). It is argued that the onus on whistle-
blowers to prove why they have suffered the occupational 
detriment should be shifted to the employer instead (Uys, 
2006:134). Whistle-blowers should only have to prove that 
they suffered an occupational detriment, whilst the onus 
should be on the employer to prove that this detriment 

was not due to the disclosure (Gobert & Punch, 2000:28). 
Finally, if a former employee makes disclosures relating to 
gross irregularities witnessed at his/her former workplace, 
the PDA in its current form offers no protection, not even 
if the disclosure reveals a major corruption scandal that 
would be in the public interest to be disclosed (Perks & 
Smith, 2006:16). The PDA does not extend protection to 
former employees, but is specifically restricted to current 
employees only (Vaughn, 2012:238).

Unfortunately, since its promulgation, no noteworthy 
amendments have been introduced to the PDA to address 
its shortcomings, nor have the courts intervened noticeably 
in order to ensure that more is done to provide whistle-
blowers with effective protection, particularly against those 
less visible forms of retaliation such as workplace bullying 
(Lewis & Uys, 2007:89). 

(b)   Other South African legislation as it 
pertains to whistle-blowing

The Constitution of the Republic of South Africa, 
1996

The preamble to the Constitution confirms that values 
such as social justice, fundamental human rights and 
democracy are of paramount importance in the new South 
Africa, and that it seeks to advance a society in which 
“government is based on the will of the people and every 
person is equally protected by the law”. Chapter 2 then 
goes on to entrench various other rights that contribute 
significantly to an employee’s right to speak out against 
wrongdoing (Van Niekerk & Smit, 2015:269). Section 16, 
for example, confirms the right to freedom of speech, which 
affords employees constitutional protection in instances 
where this right is unjustifiably limited (Van Niekerk & Smit, 
2015:269). Section 23, in turn, states that “everyone” – 
which goes beyond mere employees – has the right to fair 
labour practices (Grogan, 2009:186). 

The Labour Relations Act 66 of 1995, as amended7

In terms of section 186(2) of the LRA, “unfair labour 
practice” means:

7  Hereinafter “the LRA”.
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• … any act or omission that arises between 
an employer and an employee involving – 

(a)  unfair conduct by the employer relating to the 
promotion, demotion, probation or training of an 
employee or relating to the provision of benefits 
to an employee; 

(b)  the unfair suspension of an employee or any 
other unfair disciplinary action short of dismissal 
in respect of an employee 

(c)  a failure or refusal by an employer to reinstate 
or re-employ a former employee in terms of any 
agreement; and 

(d)  an occupational detriment, other than dismissal, 
in contravention of the Protected Disclosure 
Act on account of the employee having made a 
protected disclosure defined in that Act.

However, this definition only applies to employees (NEWU 
v CCMA & others 2004 2 BLLR 165 [LC]: 2), and the 
residual unfair practices listed in subsection (a) to (d) 
constitute a closed list (Schoeman v Samsung Electronics 
SA (Pty) Ltd 1997 10 BLLR 1364 [LC]: 9). Yet, as the LRA 
amendments of 2014 have not introduced any further 
changes in relation to “unfair labour practices”, the act still 
provides protection to employees who make disclosures 
in terms of the PDA (Van Niekerk & Smit, 2015:269). In its 
current form, section 187(1)(h) also labels as automatically 
unfair any dismissal of an employee as a result of the 
employee having made a protected disclosure in terms of 
the PDA (Grogan, 2009:197): 

187(1)  A dismissal is automatically unfair if the 
employer, in dismissing the employee, acts 
contrary to section 5 or, if the reason for the 
dismissal is … 

(h) a contravention of the Protected Disclosures 
Act, 2000, by the employer, on account of an 
employee having made a protected disclosure 
defined in that Act.

The Companies Act 71 of 2008

The Companies Act has adopted a more specific approach 
to the protection of whistle-blower employees. Section 
159(1) defines an employee as any individual who is 
also an employee in terms of the PDA (Martin, 2010:41), 
and states that the protection afforded to an employee 
whistle-blower in terms of the Companies Act in no way 
substitutes the protection afforded in terms of the PDA, 
and is instead provided in addition to the PDA’s protection. 
Where an employee makes a disclosure as provided for in 
the Companies Act, such disclosure will be protected by 
the PDA even if the Companies Act also applies.

The list of whistle-blowers contemplated by the Companies 
Act includes shareholders, company secretaries, 
directors, prescribed officers or employees of a company, 
registered trade unions representing employees of the 
company or another representative of the employees of 
that company, suppliers of goods or services to a company 
or companies, as well as employees of such a supplier 
(section 159(4)). However, despite having extended the 
ambit of who may make disclosures, the Companies Act 
still does not address the PDA’s exclusion of volunteers 
and independent contractors from protection (Lewis & Uys, 
2007:89). Nevertheless, where any of these listed persons 
make a protected disclosure in terms of section 159, they 
will be immune from any civil, criminal or administrative 
liability for that disclosure, and if subjected to detriment, 
will be entitled to compensation (section 159(4)). 

This right to compensation will ensue if a whistle-blower 
has sustained damages as a result of a disclosure; where 
the person to whom the protected disclosure was made 
acted with the intention, and eventually succeeded, to 
cause harm to the whistle-blower, or where the person 
to whom the disclosure was made proceeded to, either 
directly or indirectly, tacitly or impliedly, conditionally or 
unconditionally, threaten to cause detriment to the whistle-
blower and made the whistle-blower believe that such 
threat will be carried out (section 159(5)). 
The Companies Act places an onus on the whistle-blower 
to act in “good faith” and under the “reasonable belief” 
that the relevant company is about to become involved 
in questionable conduct (Martin, 2010:59). To gain 
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protection, therefore, this “reasonable belief” must prevail 
at the time of making the disclosure (Delport & Vorster, 
2016:553). Where an employee makes a disclosure under 
a reasonable belief, which later turns out not to be true, (s)
he may face charges of defamation. Unfortunately, neither 
the Companies Act nor the PDA has as yet ensured that 
employees who find themselves in this position still enjoy 
protection (Lewis & Uys, 2007:89).

UNITED KINGDOM LAW ON WHISTLE-
BLOWING AND PROTECTED DISCLOSURES 

(a)  The Public Interest Disclosure Act of 1998

Similar to the PDA in South Africa, PIDA consists of various 
guidelines to be followed on how disclosures are to be 
made, as well as to whom they should be made (Bouloy, 
2012:1). The act seeks to provide protection to individuals 
who decide to make certain disclosures of information 
in the public interest with regard to misconduct at their 
current or previous place of employment; to allow such 
individuals to bring action in respect of victimisation, as well 
as to provide for associated purposes (Ashton, 2015:32). 
The provisions contained in PIDA – and by implication in 
the PDA, being largely modelled on the United Kingdom 
statute – do provide a useful guideline as to how workers 
can go about making protected disclosures; yet, it is still 
laden with uncertainties as to practical implementation – 
much is left open to interpretation (Bouloy, 2012:2).

Also similar to the PDA, PIDA provides protection on the 
condition that certain requirements relating to the nature 
of the information and the person to whom the information 
is disclosed are met (Ashton, 2015:32; UK: 1998: sec 
43F). If the requirements are met, the worker will gain 
protection from harm as a result of having made the 
disclosure to his/her employer; where the requirements 
are not met, however, the disclosure may not be protected 
by PIDA, and the worker may be liable for breaching the 
duty of confidence to the employer (Pyper, 2014:3). This 
means that workers who make disclosures of information 
containing allegations or mere matters of concern will 
be excluded from gaining protection from PIDA. As a 
result, certain whistle-blowers, no matter how good 

their intentions, may face victimisation and bullying as a 
result of making disclosures of what they believed to be 
information relating to wrongdoing, without being able 
to rely on PIDA for protection (Bowers, Fodder, Lewis & 
Mitchell, 2007:102). 

Like the PDA, PIDA excludes volunteers from protection, 
as the relationship between a volunteer and a facilitator 
is not governed by a contract (Bowers et al., 2007:130). 
Volunteers whose moral campus compels them to 
make disclosures of witnessed wrongdoing must 
therefore reconcile themselves with the possibility of 
being victimised and bullied for making the disclosures, 
without enjoying any protection under PIDA (Gradwell v 
Council for Voluntary Service, Blackpool, Wyre & Fylde 
ET 2404313/97: 14). However, unlike in South Africa’s 
PDA, independent contractors as well as persons working 
as trainees on vocational work may also gain protection 
for making disclosures in terms of PIDA (Bowers et al., 
2007:130).

Employees who consider blowing the whistle need to 
be cautious not to break their employment contract in 
the process, as they are in certain instances subject to 
a legal duty of confidentiality (Lewis & Uys, 2007:86). 
This duty prohibits employees from making disclosures 
about information that they obtain in the course of their 
employment (Bowers et al., 2007:22). If the information that 
is disclosed does not gain protection from PIDA, the whistle-
blower may risk being in breach of his/her employment 
contract (Lewis & Uys, 2007:86). Where no such express 
provision exists in the employment contract, such duty of 
confidentiality becomes implied by common law and is 
not necessarily terminated when the work relationship is 
terminated. If it is concluded that a disclosure has been 
made contrary to either the employee’s contract or common 
law, the whistle-blower may face dismissal (Bowers et 
al., 2007:22). However, this common law duty that binds 
an employee to confidentiality is not without exception 
(Mendelsohn, 2009:11). Where an employee makes a 
disclosure in the “public interest” (Mendelsohn, 2009:11), 
this may come to the aid of a whistle-blower, providing the 
necessary defence against attempts by the employer to 
bully the employee into withdrawing the disclosure through 
threats of some or other form of occupational detriment 
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(Ashton, 2015:33). It is worth noting that the South African 
PDA has also adopted “public interest” as a consideration 
in the event of a general disclosure, which normally 
serves as a whistle-blower’s final recourse. However, 
the “public interest” exception in PIDA comes with very 
limited protection, as it only functions as a defence to the 
breach of confidentiality in legal proceedings and does 
not protect workers from potential employment detriment 
such as dismissal (Ashton, 2015:33). For this reason, it is 
often perceived as yet another arduous requirement to be 
complied with, which, if not satisfied, could leave potential 
whistle-blowers in a position where the PIDA cannot save 
them (Ashton, 2015:34).

The disclosure of information in accordance with PIDA 
needs to relate to an alleged crime that has been 
committed, is being committed or is likely to be committed 
(UK, 1998: sec 43B(a)). A whistle-blower will be protected 
if his/her disclosure shows that a person who is under 
a certain legal duty has failed, is failing or is likely to 
fail to comply with certain legal obligations to which (s)
he is subject (UK, 1998: sec 43B(b)). In terms of PIDA, 
however, it is irrelevant where these failures occurred (UK, 
1998: sec 43B(2)). This is a feature from which South 
Africa can learn, as it ensures that the applicability of the 
whistle-blower protection afforded by PIDA is not limited 
to a particular area. Therefore, a worker may be protected 
for making a public disclosure even if it relates to a failure 
that occurred outside the United Kingdom. This provision 
illustrates the determination of the United Kingdom 
legislature to provide the most comprehensive protection 
possible to its whistle-blowers. 

(b)  The Enterprise and Regulatory Reform Act 
of 20138

Unlike South Africa’s PDA, which since its promulgation 
has not been substantially amended to address its 
shortcomings, ERRA, which took effect on 25 April 2013, 
has made a number of significant changes to PIDA 
(Ashton, 2015:31). Amongst others, ERRA removed the 
“good faith” requirement for certain disclosures, replacing 
it with a provision stating that where a disclosure is not 

8  Hereinafter “ERRA”.

made in good faith, compensation as a result thereof would 
be reducible by up to 25%. This amendment followed on 
the debate on the “public interest” requirement, where 
concerns were raised that the “good faith” requirement 
placed too heavy a burden on whistle-blowers, who already 
had to prove that their disclosures were being made in the 
public interest (Pyper, 2014:15). 

Another amendment brought about by ERRA was to place 
a burden on employers to be held vicariously liable in 
instances where a whistle-blower has been subjected to 
any detriment by a fellow worker as a result of making a 
disclosure, thereby increasing the strength of the protection 
provided to whistle-blowers through PIDA (Pyper, 2014:16). 
In the same way that the employer of a driver who negligently 
drives into another person’s vehicle is held vicariously liable 
in terms of the law of negligence, and the employer of a 
salesperson who misrepresents an item to facilitate a sale is 
held vicariously liable in terms of the law of contract, so too 
should an employer whose employee causes detriment to a 
fellow employee who blows the whistle be held to account 
(UK, 2013:c1004). It is generally held that this amendment 
will go a long way towards discouraging workers from 
participating in activities that will cause distress to workers 
who decide to make disclosures, thus increasing the 
protection afforded to the whistle-blower (Pyper, 2014:16). 
The value of this provision to a whistle-blower who is 
subjected to covert forms of workplace bullying as a form of 
retaliation is self-evident.

FINDINGS & RECOMMENDATIONS

Although, like most other countries, both the United Kingdom 
and South Africa acknowledge the need to sufficiently 
protect whistle-blowers from reprisal, and legislation has 
been enacted in both jurisdictions to facilitate this, the ugly 
truth is that the challenges associated with ensuring the 
ongoing safety of whistle-blowers in real terms are not 
adequately addressed (Jackson et al., 2010). As is clear 
from the above, the protection afforded to whistle-blowers 
by the PDA and PIDA respectively is in many instances 
subject to limitations that may potentially expose whistle-
blowers to victimisation or the suffering of occupational 
detriment (Bowers et al., 2007:106).
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In particular, this study has established a link between 
whistle-blowing and workplace bullying as a form of 
retaliation against whistle-blowers. Neither the PDA nor 
PIDA specifically provides for bullying in its anti-retaliation 
provisions. However, bullying is recognised as an adverse 
employment action in the United Kingdom and is legally 
regarded as a dignity violation, which offers the whistle-
blower the recourse of instituting legal action under the 
Protection Against Harassment Act of 1997. In contrast, 
South Africa does not specifically include bullying in its 
anti-retaliation provisions, nor does the jurisdiction view 
workplace bullying as a cause of action in itself, which 
renders the workplace whistle-blower in the South African 
setting extremely vulnerable.

In an attempt to spark discourse on how the current 
legal position on whistle-blowers and their protection in 
the South African workplace could be strengthened, the 
following recommendations are tendered:

The way forward: Legal developments

Firstly, in order to alleviate the burden placed on whistle-
blowers, South Africa could benefit from a similar 
amendment than that introduced by ERRA in the United 
Kingdom by removing the “good faith” requirement, 
instead using it as a remedy in assessing the amount of 
compensation to be awarded to a whistle-blower. This 
amendment would contribute to fostering an environment 
conducive to disclosure and trust, as whistle-blowers 
would feel less burdened by the very provisions that are 
supposed to protect them from occupational detriment and 
victimisation (Carr & Lewis, 2010:15). 

In the second instance, due to the high incidence of 
victimisation of South African whistle-blowers by their 
colleagues, particularly also the high incidence of covert 
forms of workplace bullying, it is recommended that the PDA 
make provision for both the personal liability of colleagues 
victimising whistle-blowers, as well as the vicarious liability 
of the employer in the event of employee-on-employee 
victimisation (Bowers et al., 2007:106). In terms of the 
PIDA amendments introduced by ERRA, whistle-blowers 
are not only able to hold resentful colleagues personally 
liable for victimising them following a disclosure (Perks & 

Smith, 2006:16), but can also institute action against the 
employer on the ground of vicarious liability (Lewis & Uys, 
2007:89). Employers may only escape liability in this regard 
if they can successfully raise the defence of “reasonable 
steps” taken by them in order to ward off the victimisation 
of the whistle-blower (Gobert & Punch, 2000:31). 

Thirdly, as mentioned earlier, the South African whistle-
blower may only qualify for protection under the PDA while 
(s)he is in the employ of the employer to which a disclosure 
pertains (Gobert & Punch, 2000:31). Therefore, job 
seekers as well as ex-employees do not enjoy protection 
(Pyper, 2014:13). In the United Kingdom, the judgement in 
Onyango v Berkeley Solicitors (2013 IRLR 338 [EAT]: 15) 
has changed this position in so far as ex-employees are 
concerned. Currently, ex-employees enjoy full protection 
under PIDA should they make a disclosure about their 
former employer (Maer, 2015:15). If South Africa were 
to follow this example, it would not only encourage more 
whistle-blowers to speak out, thereby strengthening the 
country’s fight against corruption, but would also reduce the 
risk of a whistle-blower suffering occupational detriment at 
the hands of the employer to which the disclosure relates 
(Bouloy, 2012:11). 

Finally, formally acknowledging workplace bullying as 
an occupational detriment would go a long way towards 
supporting those with strong moral convictions to stand up 
for what is right and help eradicate corruption from South 
African workplaces by making a protected disclosure. 
Treating workplace bullying as a separate cause of action 
in South African law, as is the case in the United Kingdom, 
will reduce the harmful effects of reporting organisational 
and individual wrongdoing, and provide a more secure 
safety net for those who want to do the right thing. This 
should ideally be accompanied by increased awareness, 
further research as well as training on the interface 
between whistle-blowing and workplace bullying.

The way forward: Managerial application

Until the current shortcomings in the PDA are addressed, 
management practices and internal policies and training 
are vital to afford workplace whistle-blowers maximum 
protection. As Mannion and Davies (2015:2-3) put it: 
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Whistle-blowing is often fraught with rival interpretations 
and always happens in a deeply cultural and highly 
situated organisational context. Organisational policies 
thus need very careful design, implementation and 
enacting to protect those raising legitimate concerns 
as well as offering support in cases of fallout from 
vexatious whistle-blowing. 

Managers in South African workplaces will be well advised 
to take note of the more covert forms of retaliation referred 
to in this paper, most of which can be categorised as 
workplace bullying. In this regard, managers should 
consider incorporating whistle-blowing into their efforts 
to create an organisational environment where voices 
can be aired, divergent narratives are acknowledged and 
appropriate action is taken (Mannion & Davies, 2015). This 
may include specifically providing for whistle-blowing in 
internal workplace policies, providing in-house procedures 
for whistle-blowing, and openly communicating about it. 
However, this should occur in an integrated fashion, and 
not be treated as an add-on (Mannion & Davies, 2015).

The need to create an organisational culture that supports 
the investigation of errors and wrongdoing is paramount to 
protect all stakeholders in employment where wrongdoing 
is uncovered (Jackson et al., 2010). Naturally, a workplace 
culture that views whistle-blowing in a negative light and 
sees it as a form of tattling, disloyalty and betrayal provides 
a breeding ground for retaliation, including workplace 
bullying (Jackson et al., 2010). This makes it imperative 
for organisations to foster a culture of openness and 
transparency.

In addition, to show that they are aware of the potential 
emotional distress experienced by those who decide 
to blow the whistle, as well as their vulnerability in 
employment thereafter, managers may wish to make 
available counselling services to whistle-blowers (Jackson 
et al., 2010).

CONCLUSION

The PDA was created with the aim of providing legislative 
protection to individuals who decide to blow the whistle 

on wrongdoings that they have witnessed (Auriacombe, 
2005:222). Following in the footsteps of the United 
Kingdom’s PIDA, the protection that the PDA has 
introduced for whistle-blowers in South Africa has elicited 
much praise for having paved the way for other African 
countries also to provide whistle-blower protection in their 
respective jurisdictions (Gobert & Punch, 2000:31). 

However, despite the PDA’s laudable aims to protect 
whistle-blowers, this study has indicated instances in 
which the act fails to achieve those aims, not least of which 
the PDA’s failure to specifically prohibit workplace bullying 
in its anti-retaliation provisions. These shortcomings leave 
whistle-blowers unprotected against the retaliatory actions 
of fellow employees or the employer. The recommendations 
suggested, inter alia based on the comparison with PIDA, 
are aimed at addressing this.  

Of course, the success of the recommendations tendered 
above, and their enforceability in practice, will only become 
clear once more case law has developed. As it currently 
stands, though, adopting the recommendations can only 
improve the protection afforded to whistle-blowers in the 
South African workplace, shifting the focus to the message 
instead of the messenger, and supporting the country in its 
fight against corruption.  
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ABSTRACT 

The study of burnout and engagement affects the well-
being of students at higher education institutions and is 
therefore an important research topic, given the history 
of South Africa. The aim of this study was to investigate 
the burnout and engagement levels of first-year students 
at higher education institutions. A cross-sectional survey 
was conducted with first year students in higher education 
institutions (n = 936) constituting a convenience sample. 

The Oldenburg Burnout Inventory and a biographical 
questionnaire were administered. The OLBI was found to 
be a valid and reliable instrument to measure the burnout 
and engagement of first-year students. The results also 
showed that the employment status of parents had a 
significant effect on the burnout and engagement levels of 
first-year students at higher education institutions. 

Key words: Burnout, engagement, parental 
unemployment, Oldenburg Burnout Inventory.
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INTRODUCTION

Burnout and engagement affects the well-being of first-year 
students at higher education institutions. These variables are 
considered critical for increasing throughput and graduation 
rates and reducing drop-out rates in South Africa. 

Problem investigated

The investigation of burnout and engagement of first year 
students in higher education institutions is bound to provide 
useful insights into the high first-years drop-out rate (40%) 
(Macgregor, 2007) as compared to second-and third-years’ 
(20%) (Letseka, Cosser, Breier   & Visser, 2010; Letseka & 
Maile, 2008). Despite the significant increase in enrolment, 
a number of challenges remain. Throughput rates have 
not improved as fast as enrolment rates. South Africa’s 
university graduation rate of 15% (Letseka & Maile, 2008), 
although improved to 59% (Council on higher education, 
2015) is a cause for concern if this country endeavours to 
have a competitive edge over others.

Although many students register at higher education 
institutions, not all of them complete their studies. Many 
struggle to get through the first year (Offstein, Larson, 
McNeill, & Mwale, 2004). For those unable to cope, 
burnout could set in while those that are thriving could be 
experiencing engagement. 

Financial difficulties have been found to be a contributor 
to first year student attrition (Willcoxson, Cotter & Joy, 
2011). The path of becoming a graduate for South African 
students whose parents are unemployed seem to be 
strewn with funding problems. Parental unemployment 
lowers the ability of parents to support their children in 
their educational pursuits (Coelli, 2011). The question that 
could be asked is, does parental unemployment have an 
impact on the burnout and engagement of these students? 
“Is there a relationship between parental unemployment 
and burnout or engagement? 

The following sub problems have been identified:

“Do first year students in higher education institutions 
experience burnout? If yes, to what extent?” 

“Do first year students in higher education institutions 
experience engagement? If they do experience 
engagement, to what extent do they do so?

Literature review

The paradigm shift in the South African higher education 
sector from elitist to a mass-based system for purposes 
of fostering democratic nation-building since 1994 
(Department of Education, 2002; Hartshorne, 1996) has 
resulted in an increase from 74 000 in 1994 to more 
than 144 000 in 2009 (Manikam, 2011) to 983 698 in 
2013 (Council on Higher Education, 2015), providing a 
800% increase in some studies (Underhill & Mcdonald, 
2010). Against this background, disadvantaged and 
underprepared students (Dobozy & Gross, 2010), 
especially from under-privileged social groups (Kupfer, 
2011) register in institutions of higher learning. Participants 
in the Offstein, Larson, McNeill, and Mwale’s (2004) study 
reported student life to be demanding, difficult,  time-and 
effort-intensive.

The current climate in which higher education institutions 
operate means that the retention of students, especially 
at first-year level, is becoming increasingly important 
for reasons of funding and reputation (McPhail, Fisher, 
& McConachie, 2009). The high first-year student drop-
out phenomenon has led the Department of Higher 
Education and Training to initiate the expulsion of first-
year failures as an intervention (Department of Education, 
2005; Mkhabela, 2005), and the tightening of admission 
requirements in order to attract ‘academically excellent’ 
students (Govender, 2010), and thereby address the fear 
of the erosion of global competitiveness (Makoni, 2012; 
Govender, 2010). Students that fail their first year of study 
are seen as a major drain on financial expenditure by 
institutions of higher learning.

Parental unemployment is a course for concern as it 
lowers the ability of parents to support their children in their 
educational pursuits (Coelli, 2011).  Although South Africa’s 
expanded unemployment rate for 1994 and 2014 remains 
the same (35%), the actual numbers have increased from 
2 489 000 to 5 067 000; an increase of about 3,4million 
(Statistics South Africa, 2015). Furthermore, the Human 
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Sciences Research Council’s Annual South African Social 
Attitudes Survey indicates that the majority of South 
Africans report a lack of sufficient income to meet all their 
household needs (Davids, 2006), which may include the 
inability to afford to keep their children at university till 
graduation.

Burnout and engagement

The definitions of burnout found in literature (Harvey 
& Brown, 1996; Maslach & Jackson, 1981; Maslach, 
Schaufeli, & Leiter, 2001; Schaufeli & Enzmann, 1998) 
although different, have a common thread. Burnout is a 
psychological syndrome in response to stressors related 
to tasks. It is a common form of student distress that 
affects up to 50% of students (Dyrbye, Thomas, Harper, 
Masie, Power, & Eacker, 2009). For the purpose of this 
paper burnout can be defined as feeling exhausted 
because of the demands made by one’s studies, having a 
cynical and detached attitude towards one’s studies, and 
feeling incompetent as a student (Schaufeli, Martinez, 
Pinto, Salanova, & Bakker, 2002; Schaufeli, Martinez, 
Pinto, Salanova, & Bakker, 2002; Demerouti, Bakker, 
Nachreiner, & Ebbinghaus, 2002).

Engagement is a positive, fulfilling, work-related state of 
mind characterised by vigour, dedication and absorption 
(Schaufeli, Salanova, Gonźalez-Roḿa, and Bakker, 
2002). Schaufeli and Bakker (2004), however consider 
vigour and dedication to be the ‘core dimensions’ of 
work engagement. When students achieve what they 
set out to do, they can be expected to be positive about 
and enjoy their studies (Chapman, 2003). Student 
engagement in higher education is one of the student 
success indicators (Zepke & Leach, 2010), as engaged 
students are expected to have high levels of energy and 
to be enthusiastic about their work, similar to engaged 
employees (Bakker & Demerouti, 2008). 

Measurement of Student Burnout and Engagement
Literature (Doble & Supriya, 2011; Jackson, Mostert, & 
Pienaar, 2004; Rothmann, 2003; Sieberhagen, 2004) 
highlights the need to study burnout for groups such 
as students. In previous studies conducted on student 
leaders (Sieberhagen (2004) and first-to sixth-year 

university students (Olwage & Mostert, 2014) of one 
institution in South Africa, the MBI-SS and the UWES-S 
were used. The current study, however, is the first to be 
conducted on first-year university students to test the 
reliability and validity of the Oldenburg Burnout Inventory 
(OLBI) as a measure of student burnout and engagement 
in South Africa.

The Oldenburg Burnout Inventory (OLBI) has been 
developed by Demerouti and Ebbinghaus (Demerouti, 
Bakker, Nachreiner, & Schaufeli, 2000). The OLBI 
has been designed for use in all kinds of occupations, 
including non-service work. Although OLBI was originally 
designed to measure burnout, it has subsequently been 
validated as an instrument for measuring both burnout and 
engagement (Qiao & Schaufeli, 2011). It has thus been 
proven to not only include two subscales: exhaustion and 
disengagement (Demerouti et al., 2000), but also vigour 
and dedication; the negatively and positively worded 
items of the scale being the catalysts in this development 
(Qiao & Schaufeli, 2011). In this study, the OLBI has been 
used to measure both burnout and engagement.

Demographic variables on Student Burnout 
and Engagement 

In this section, previous studies on burnout, engagement 
and demographic variables of which parental employment 
status is central, are discussed.

The employment status of the parents plays a major role 
on burnout and engagement. It has a bearing on financial 
difficulties, which in turn impacts on whom one lives with 
and how often one visits home; distance between home 
and university as it also affects how often home visits 
occur, especially when homesickness (Archer, Ireland, 
Amos, Broad, & Currid, 1998) sets in.  A combination of 
these variables influence first-year university students’ 
coping skills with university life and subsequent 
experience of engagement or burnout. Family support is 
thus very important for the success of first-year students, 
as the lack thereof may lead to feelings of insecurity 
(Young, Johnson, Hawthorne, & Pugh, 2011).  Parental 
unemployment will thus have a major role to play in this 
equation. 
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Student geographic characteristics and first-year 
persistence should shed light on the phenomena burnout 
and engagement. Williams & Lou’s (2010) findings 
suggest that the distance between home and university 
significantly influences first-year persistence. Students 
that study locally were found to be more likely to persist 
to the second year than those coming from home cities 
further off than 50 miles (i.e. 80 km) from the campus.

The impact of the frequency of home visits is linked 
to family support as it is shown in Lipschitz-Elhawi 
and Itzhaky’s (2005) study. Findings indicated that 
family support correlated more strongly with academic 
adjustment among adolescents living within 36 miles (i.e. 
57.6 km) of the centre than among those living further off. 
In education, perceived social support is imperative to 
academic success (Young, et al., 2011).

Where students reside during the period of their studies is 
important as it could contribute to burnout and engagement. 
Studies on student retention in higher education (Thomas, 
2002; Stieha, 2010) indicate that local students living at 
home preferred to live with at the university campus with 
other students, citing home chores and family responsibility 
that may take up much of one’s time and energy.

Research aims and hypotheses

In view of the reasons outlining the need to study burnout 
and engagement on first-year university students above, 
this study aims to investigate the burnout and engagement 
of students and the relation thereof with demographic 
variables, of which parental employment status is central. 
The study also aims to test the validity and reliability of the 
OLBI on first-year university students.

On the basis of the literature, the following hypotheses are 
formulated: 

Hypothesis 1:  The OLBI is a valid measure of burnout 
and engagement of students. 

Hypothesis 2:  The OLBI is a reliable measure of burnout 
and engagement of students. 

Hypothesis 3:  Employment status of parents is related 
to burnout and engagement of first-year students.

Hypothesis 4:  Place of residence is related to burnout 
and engagement of first-year students.

Hypothesis 5:  Whom one is living with during one’s 
studies is related to burnout and engagement of first-year 
students.

Hypothesis 6:  Distance between home and university is 
related to burnout and engagement of first-year students. 

Hypothesis 7:  Frequency of home visits is related to 
burnout and engagement of first-year students.

METHOD 

Participants

In this study, a quantitative approach (Creswell, 2003) was 
adopted. A cross-sectional survey was conducted with first 
year students in higher education institutions (n = 936) 
constituting a convenience sample. The characteristics of 
the participants are provided in Table 1.
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TABLE 1: CHARACTERISTICS OF THE PARTICIPANTS

Item Category Frequency Percentage

Gender Female 602 64.31

Male 308 32.90

Missing 26 2.77

Age 20 years and younger 441 47.11

21-25 years 313 33.44

26-30 years 73 7.79

31-35 years 43 4.59

36 years and older 25 2.67

Missing 41 4.38

Marital status Single 865 92.41

Married 58 6.19

Widowed 1 0.11

Divorced 7 0.74

Missing 5 0.53

Instruments

An adapted Oldenburg Burnout Inventory (Demerouti, 
Bakker, Nachreiner, & Schaufeli, 2000) was used in this 
study to measure first-year university student burnout 
and engagement in South Africa. The term ‘work’ was 
replaced by the term ‘study’ in the adapted OLBI. A four-
point Likert scale, ranging from 1 (totally disagree) to 4 
(totally agree) was used. Both positive and negative items 
are used in this instrument. Burnout was measured by 
six items, for example, ‘I usually feel worn out and tired 
after my classes’.  Engagement was measured by nine 

items, for example, “I feel more and more engaged in my 
studies’ The OLBI has been found to be a reliable and 
valid measure of burnout and engagement in work context 
(Halbesleben &Demerouti, 2005). Mokgele (2014) found 
the following alpha coefficients for the scales of the OLBI: 
burnout (α = 0.68) and engagement (α = 0.80).

A biographical questionnaire was used in this study to 
investigate demographical factors that have a bearing on 
burnout and engagement of first year university students. 
These variables are provided in Table 2.
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TABLE 2: DEMOGRAPHICAL VARIABLES 

1. Place of residence during studies 

Home Campus 
Residence

With 
Relatives

Rented Apart-
ment (Urban)

Room In Rural Area 
(Electrified)

Room In Rural Area  
( No Electricity)

2 With whom the participant lives during studies

No One, I Live 
Alone

Other 
Students

My Spouse 
or Partner

My Child or 
Children

My Parents/ 
Guardians

Other 
Relatives

Friends 
Who are not 
University 
Students

3 Distance between university and home

Same Town 
(Local)

30 Km Radius 
From Campus

60 Km Radius From 
Campus

90 Km Radius From 
Campus

+120 Km 
Radius From 

Campus
4 Frequency of home visits  

Daily Weekly Once a Month Once a Quarter
Only During 

Recess/
Vacation

5      Employment status of parents

Both Employed Only One Employed Both Unemployed

Procedure

The sample of first-year students was drawn from 
mandatory first-year module classes in order to avoid 
duplication of participants. Self-reporting questionnaires 
were administered to those who presented themselves 
and agreed to participate in the study. Participants were 
fully informed regarding the procedure, goal and outcomes 
of the study. Participation was voluntary and informed 
consent was obtained. The research project was approved 
by the Ethics Committee of the North-West University.

Data analysis

The analysis of the data was carried out by means of the 
SPSS21 program (SPSS Inc., 2013). Cronbach alpha 
coefficients were used to assess the internal consistency 
of the measuring instrument. Exploratory factor analyses 
were used to assess the validity of the constructs measured 
in this study. Pearson correlations were used to determine 

the relationship between the variables. Effect sizes were 
used to determine the practical significance of the findings. 
The significance of differences in students’ experiences of 
burnout and engagement based on students’ demographic 
variables was established by means of MANOVA. Results 
were first analysed for statistical significance using Wilk’s 
Lambda statistics.

Findings

OLBI as a measure of burnout and engagement
An exploratory factor analysis was carried out on the 20 
items of the OLBI in the total sample (n=936), using the 
principal component analysis. Consequently, a scree plot can 
be generated to show how many factors are strong enough 
(47% in this study) to be included to represent the rest.

In this study, four factors with eigenvalues larger than one 
were indicated; thereby showing that they are primarily 
responsible for causing burnout and engagement. The 
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Bartlett’s Test of Sphericity confirmed that the items are 
factorable (χ2 = 4123.31; df = 190; p < 0.01) while the 
Kaiser-Meyer-Olkin measure of sampling adequacy was 
0.86, which is acceptable, compared to the recommended 
value of 0.60.

Principal axis factor analysis with a direct oblimin rotation 
was subsequently conducted. Loading of variables, and 

variables on factors as well as percentages of variance 
are shown in Table 2. Variables are ordered and grouped 
by size of loading to facilitate interpretation. Factors in 
the table represent the constructs of the instrument.  
The constructs include Engagement and Burnout, with 
eight items each, with self-efficacy having only three 
items.

TABLE 3 : PATTERN MATRIX OF THE OLBI

Factor
h2

1 2 3

WB19 Studies inspire 0.77 -0.04 0.02 0.65

WB20 Enthusiastic about studies 0.68 -0.11 0.02 0.58

WB17 Studies engaging 0.61 -0.08 0.23 0.61

WB4 Meaningful studies 0.57 0.03 0.08 0.60

WB15 Like studies 0.55 -0.02 0.10 0.52

WB2 New and interesting aspects 0.43 -0.02 0.12 0.39

WB16 Studies energise 0.42 -0.10 0.38 0.60

WB9 Studies are challenging 0.38 0.27 -0.07 0.32

WB18 Less studies enthusiasm -0.30 0.28 0.10 0.32

WB8 Emotionally drained -0.01 0.57 -0.10 0.46

WB14 Tiring classes 0.20 0.50 -0.10 0.42

WB6 Time to relax 0.17 0.47 -0.03 0.35

WB7 Think less about studies -0.20 0.45 0.21 0.46

WB11 Lost interest -0.29 0.44 0.11 0.42

WB1 Feeling tired -0.07 0.39 -0.07 0.31

WB5 Studies negativity -0.23 0.39 0.04 0.36

WB13 Hate studies -0.04 0.37 -0.07 0.41

 WB12 Managing study load 0.20 -0.11 0.58 0.56

WB3 Coping with pressure 0.18 -0.12 0.47 0.62

WB10 Enough energy 0.00 0.04 0.43 0.45
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Table 3 above shows that the communalities for the 
factors are all above the 0.30 cut-off point. Reliabilities of 
the OLBI therefore are acceptable. For engagement (i.e. 
factor 1), communalities range between 0.32 and 0.65; 
with “studies inspire” (0.65) and “are engaging” (0.61), 
as the strongest items in the engagement scale. Burnout 
has communalities ranging between 0.37 and 0.57 (“I feel 
emotionally drained by my studies”). A factor correlation 

matrix reflected a negative relationship (r = -0.22) between 
burnout and engagement. These results provide support 
for Hypothesis 1.

Descriptive Statistics

The descriptive statistics and alpha coefficients of the two 
factors of the OLBI are given in Table 4.

TABLE 4: DESCRIPTIVE STATISTIƞCS AND ALPHA COEFFICIENTS OF THE OLBI

Mean SD Skewness Kurtosis α

Engagement 3.12 0.51 -0.69 0.89 0.80

Burnout 2.59 0.64 -0.16 -0.10 0.68

Table 4 reveals that an acceptable Cronbach alpha 
coefficient was obtained for engagement (α = 0.80), but not 
for burnout (α = 0.68) compared to the guideline of 0.70 as 
set by Nunnally and Bernstein (1994). Table 4 also shows 
that there are more students that are engaged (Mean=3.1; 
SD=0.51) than those that are burnt out (Mean=2.6; SD=0.64). 
These results provide partial support for Hypothesis 2.

Effect of demographic variables on burnout 
and engagement

In Table 5 below, the MANOVAs of student demographic 
variables are presented. If a MANOVA was statistically 

significant, ANOVA was used to determine the 
differences between the dependent variables for 
different categories of the independent variable. Tukey 
tests were used for pairwise comparisons. If an effect 
was statistically significant, a Bonferroni correction was 
made to the p-value (by dividing it by the number of 
comparisons made). The Bonferroni correction was 
made to reduce the chances of obtaining false positive 
results.

TABLE 5: MANOVAS OF THE DEMOGRAPHIC VARIABLES 

Variable Value F Hypothesis df Error df P ƞ2

Employment status of parents 0.98 3.52 4 1770 0.01* 0.01
Place of residence during studies 0.99 1.25 10 1832 0.25 0.01
Living with whom during studies 0.97 2.44 12 1794 0.00* 0.02
Distance between home and university 0.97 3.63 8 1778 0.00* 0.02
Frequency of visits to home 0.98 2.61 8 1810 0.01* 0.01

* p < 0.01
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Employment status of parents had a significant effect on 
the combined variable burnout and engagement (F(4.1770) 
= 3.52, p < 0.01; η2 = 0.01). The effect size was small 
(1% of the variance explained). The results showed that 
students whose parents were both unemployed (Mean 
= 3.19, SD = 0.50) experienced statistically significantly 
higher levels of engagement (F = 6.25, p < 0.01) than 
those that had both or only one parent working (Mean = 
2.63, SD = 0.64). The results confirm Hypothesis 3.

The results indicate that the place where first-year 
students reside during their period of university studies 
is not related to burnout and engagement. The place of 
residence did not have a significant effect on the combined 
variable burnout and engagement (F(10.1832) = 1.25, p > 0.05; 
η2 = 0.01). The effect size was small (1% of the variance 
explained). Hence Hypothesis 4 is rejected.

Table 5 reflects the significant effect of whom the 
student lives with, on the combined variable burnout and 
engagement (F (12, 1794) = 2.442, p < 0.01; η2 = 0.02). The 
effect size was small (2% of the variance explained). The 
results showed that people living with their children (Mean 
= 3.30, SD = 0.46) experienced statistically significantly 
higher levels of engagement than people living on their 
own (Mean = 3.16, SD = 0.51); while those living with 
their parents or guardians (Mean = 2.30, SD = 0.53) were 
the least engaged (F = 4.11, p < 0.002). These results 
provide evidence to support Hypothesis 5. 

The distance between home and university campus during 
studies also had a significant effect on the combined 
variable burnout and engagement (F (8.1778) = 3.63, p < 
0.01; η2 = 0.02). The effect size was small (2% of the 
variance explained). The results showed that people 
living within 30 km from campus (Mean = 3.10, SD = 
0.49) experienced almost the same level of engagement 
(F =2.78, p < 0.005) than those living in the same town 
as that in which the campus is situated (mean = 3.10, 
SD = 0.51). Those students living more than 120 km 
from campus (Mean = 2.69. SD = 0.65) experienced 
statistically significantly higher levels of burnout (F =5.88, 
p < 0.005) than those living approximately 30 km from 
campus (Mean = 2.3, SD = 0.63). The results confirm 
Hypothesis 6.

Frequency of visits to home had a significant effect on 
the combined variable burnout and engagement (F (8.1810) 
= 2.611, p < 0.01; η2 = 0.01). The effect size was small 
(1% of the variance explained). The results showed that 
students that went home only during recess (Mean = 3.21. 
SD = 0.50) experienced statistically significantly higher 
levels of engagement (F = 4.86, p < 0.005) than those that 
went home daily (Mean = 2.52. SD = 0.59). The results 
confirm Hypothesis 7.

CONCLUSIONS

The aim of this study was to investigate burnout and 
engagement of students and the relation thereof with 
demographic variables, of which parental employment 
status is central.

The OLBI was found to be a valid and reliable instrument 
to measure the burnout and engagement of first-year 
students. More participants were found to be engaged 
than burnt out, despite the challenges experienced by 
especially those from socio-economically underprivileged 
backgrounds, as Herzog (2005) highlights the fact that 
students today increasingly hail from first-generation, 
low-income, and ethnically diverse backgrounds. The 
results also showed that the employment status of 
parents, as it affects whom the person lives with during 
their period of studies, distance between home and 
university campus, and frequency of home visits had 
a significant effect on the burnout and engagement of 
first-year university students. Place of residence did 
not have a significant effect on the combined variable 
burnout and engagement. Reasons that could explain 
the situation is that students from socio-economically 
underprivileged backgrounds may be so used to not 
having choices in many areas of their lives that place 
of residence may be insignificant, as long as they can 
achieve what they set out to do. 

In this study, 35, 8% of the participants’ parents 
were both unemployed while 43, 7% had only one 
parent employed. Students whose parents were both 
unemployed experienced statistically significantly 
higher levels of engagement than those that had one 
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or both parents working. These students may immerse 
themselves in their studies as they might see their 
success as the only hope in their families to break the 
poverty cycle by becoming graduates. The drive to strive 
for an education from institutions of higher learning can 
be attributed to the reality of finding work in the poorly 
remunerated and unskilled informal employment sector 
by individuals with low educational levels (Cohen & 
Moodley, 2012). Another reason could be that students’ 
initial perceptions of university studies exceeded their 
actual experience, as in Meyer, Spencer, and French’s 
(2009) study. This experience could therefore be seen 
as having made these students to prepare and find ways 
to meet study demands, enabling them to cope, and 
subsequently to increase their chances of experiencing 
engagement rather than burnout.

Since the Oldenburg Burnout Inventory (OLBI) has 
demonstrated to be a valid and reliable measure 
of burnout and engagement for first-year university 
students, future studies should be carried out in  
order to determine which students, in all levels of 
academic studies, experience burnout so that relevant 
interventions can be introduced to rescue the students, 
while those experiencing engagement can receive 
reinforcement to ensure that the status quo is maintained 
and enhanced.

To remain competitive in the global village, the context 
and content of South African educational systems 
need to encourage and promote student engagement, 
while preventing and minimising student burnout. Such 
action could reduce student drop-out rate and increase 
throughput and graduation rates. 

Significance

The study is the first to be conducted on first-year university 
students, using the Oldenburg Burnout Inventory (OLBI) to 
measure of student burnout and engagement (Demerouti, 
Bakker, Nachreiner, & Schaufeli, 2000) in South Africa. 
The study also provides information on demographic 
variables that may determine student burnout and student 
engagement, of which parental employment status is 
central.

Managerial implications

With South Africa’s expanded unemployment rate (35%) 
for 1994 and 2014 remaining the same (35%) and  35, 
8% of the participants’ parents being both unemployed 
while 43, 7% had only one parent employed in this study, 
university funding by these parents can be expected to 
be an uphill. It is therefore proposed that a partnership 
between business and government be entered into, 
for alleviating university student funding challenges 
emanating from parental inability to pay.  This proposal 
should not, however, absolve the state from its role of 
ensuring that it has graduates, as they are regarded as 
knowledge workers, for managing the knowledge-driven 
economy.

To remain competitive in the global village, the context 
and content of South African educational systems 
need to encourage and promote student engagement, 
while preventing and minimising student burnout. Such 
action could reduce student drop-out rate and increase 
throughput and graduation rates. Future studies should 
be carried out in order to determine which students, other 
than first-years, experience burnout so that relevant 
interventions can be introduced to rescue the students, 
while those experiencing engagement can receive 
reinforcement to ensure that the status quo is maintained 
and enhanced. Academic Development Centres should 
conduct workshops to provide guidance with academic 
tasks, Counselling Services with psychological guidance, 
and Librarians with information-seeking guidance, in order 
to assist students experiencing burnout. Student well-
being should be considered as top priority for educational 
institutions’ strategic plans, especially for institutional 
development purposes. 
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ABSTRACT

The purpose of this study was to determine the relationship 
between women in leadership positions and their overall 
job satisfaction in a tertiary institution.

The short version of the MSQ – Minnesota Satisfaction 
Questionnaire – was used as measuring instrument 
and consists of 20 questions that explore factors of job 
satisfaction and dissatisfaction. Nine questions derived 
from the literature were added to the questionnaire to 
further explore job satisfaction. The population consists 
of female employees within a tertiary institution. A cross-
sectional survey was conducted on a convenience sample 

(N = 361) representing a response rate of 31.94% from a 
population of 1 130 employees. 

The results indicated that although the participants had a 
desire for development in leadership skills, it had a small 
effect on their total job satisfaction levels. The study also 
showed that the glass ceiling effect had little effect on 
employees regarding leadership positions. Limitations to 
the study were identified and recommendations for future 
research were made regarding these constructs.

Keywords: Women leadership, glass ceiling effect, job 
satisfaction
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INTRODUCTION

The Employment Equity Act, no. 55 of 1998 prohibits 
direct and indirect discrimination against minority groups, 
including discrimination based on gender. After twenty years 
of democracy in South Africa, there are still inequalities of 
gender in the workplace according to VitalStats (2012). 

Anon (2005:12) found that, among 231 public and private 
companies, which evaluated 115 000 employees, that 
companies with three or more women in senior positions 
scored better, on average, on the criteria; leadership, 
direction, accountability, coordination and control, than 
companies with no women in top management. 

Heermann (2015:29) debates that there is no gender rule 
when it comes to good leadership and thus organisations 
in search of good leadership should be blind to gender 
in appointment of top management positions.  However, 
Crocker (2015:20) found that although women are stepping 
up to more leadership positions, the path leading to such 
positions are still not that clear and unobstructed. Bobuwela 
& De Alwis (2013:6) further found that women seemingly 
experience invisible barriers when they try to make their 
mark and climb the corporate ladder in their organisations. 
This situation has subsequently been called the glass 
ceiling effect. 

The question arises whether these barriers could have an 
effect on the job satisfaction of aspiring women leaders.

PROBLEM STATEMENT

This study aims to assess the relationship between women 
leadership and job satisfaction at a tertiary institution. The 
ultimate aim is to establish whether there is a relationship 
between women leadership and job satisfaction in the 
educational environment.

In 2014, the higher education system of South Africa 
consisted of 23 institutions. The target institution consists 
of academic- and support departments. Though the focus 
of the academic departments is mainly teaching and 
learning, lecturers are supported by administrative staff.

VitalStats (2012) show that women are still not represented 
equally in senior management positions in the educational 
sector. VitalStats (2012) is the third publication in the 
Council on Higher Education (CHE) series, which provides 
audited and useful information on the greater educational 
sector.

Anon (2005) found that the job satisfaction of female 
workers has dropped in recent years and that the reason 
for this drop may be a result of the growing pressure on 
women in the workplace. Women are in constant battle to 
compete with men for better jobs, especially in terms of 
management (Anon, 2005).

The dissatisfaction of employees can be very costly 
to organisations’ effectiveness, which emphasises the 
importance to monitor employees’ job satisfaction (Vorster, 
2010). 

RESEARCH OBJECTIVES

The primary objective of this study is to investigate the 
relationship between women in leadership positions and 
their overall job satisfaction, considering the glass ceiling 
effect.

In order to address the primary objective, the following 
secondary objectives have been identified:

Review women leadership, job satisfaction and the 
glass ceiling effect in the literature

Determine the relationship between women leadership 
and job satisfaction

Determine whether there is a relationship between the 
glass ceiling effect and job satisfaction among women 
in the workplace

LITERATURE REVIEW

In order to explore the research objectives a literature 
review on the constructs of women leadership, job 
satisfaction and the glass ceiling effect follow.
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Women leadership 

Researchers have moved away from the deliberate 
exclusion of women in leadership roles towards investigating 
‘second generation’ forms of gender bias as the primary 
cause of women’s underrepresentation in leadership roles 
(Ibarra, Ely & Kolbe., 2013:6). This bias erects powerful 
and sometimes invisible barriers for women that arise from 
cultural assumptions and organisational structures that 
unintentionally benefit men. One of these biases, according 
to Ibarra et al. (2013:6-7), is: Scarcity of role models for 
women.

According to Hoyt and Simon (2011:144), role models are 
very important, especially for those previously disadvantaged 
and those underrepresented in various professions. Hoyt 
and Simon (2011:144) found that women are more inspired 
by female role models than men acting as role models.

Aspiring leaders need role models whose behaviours and 
styles they can experiment with. With fewer women in 
leadership roles, there are fewer women role models. This 
can suggest to up-and-coming leaders that it is seen as 
a liability to be a woman, thereby discouraging them from 
viewing senior women as credible sources of advice and 
support (Ibarra et al., 2013:6). 

Gendered career paths and gendered work

Many organisational structures and practices have been 
designed to fit men’s lives and situations at a time when 
women made up only a very small portion of the workforce. A 
career enhancing international post often requires a ‘trailing 
spouse’ – someone who does not follow a career path and 
can easily move without much hesitation. In society, this role 
was mostly given to women, who are much more involved in 
the lives of the family (Ibarra et al., 2013:6).

It is assumed that demands in a family reshape their values 
in a gendered manner, and therefore work/family pressures 
guide women to settle away from work-based characteristics 
and toward home-based characteristics, whereas these 
same pressures push men toward work-based characteristics 
Sweet, S., Sarkisian, N., Matz-Costa, C. and Pitt-Catsouphes, 
2015:2).

Research has also shown that most organisations 
undervalue behind-the-scenes work (building a team), 
which women are more likely to do, while rewarding heroic 
work, which is more done by men. These practices were not 
designed to deliberately discriminate against women, but 
their growing effect put women at a disadvantage (Ibarra et 
al., 2013:6).

Women’s lack of access to networks and sponsors

Networks are a valuable resource for up-and-coming 
leaders, but the different roles played by men and women in 
the organisation result in weaker networks for women. This is 
mainly the result of women’s tendency to interact with others 
of the same gender (Ibarra et al., 2013:7).

Researchers have also found that women’s lack of advancing 
in the organisation is their lack of access to influential 
colleagues. Men’s informal connections tend to provide them 
with better networks and they are more likely to have mentors 
to help them get promoted. Men in positions of power tend 
to direct their developing opportunities to junior men whom 
they view as more likely to succeed than women (Ibarra et 
al., 2013:7).

Cultural	influences

In most cultures, masculinity and leadership are closely 
linked. The ideal leader, like the ideal man, is influential, self-
assured and independent. Women are most likely seen as 
being nice, caretakers and kind. This mismatch between 
conventionally feminine qualities and the qualities necessary 
for leadership tend to put women in a double bind position 
(Ibarra et al., 2013:7).

According to Malcom and Malcom (2011:163), the next 
generation of women face different challenges than those of 
the previous generation. In today’s society, it is more about 
support versus neglect than previously when it was right 
versus wrong.

Consequently, women in positions of authority who enact a 
usually feminine style may be liked, but are not respected. 
They are believed to be too emotional to make tough 
decisions and too soft to be strong leaders.
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The three actions suggested by Ibarra et al. (2013:5-8) to 
support women’s access to leadership positions are the 
following:

Educate women and men about second-generation 
gender bias

Second-generation bias is embedded in stereotypes and 
organisational practices that could be hard to spot, but when 
people are being made aware inside the company, they 
see possibilities for change. Women should be alert to this 
problem; when they recognise the problem and the effect 
of second-generation bias, they should have a feeling of 
empowerment and not victimisation. If they understand the 
problem, they can take action to counter those effects and 
put themselves in leadership roles (Ibarra et al., 2013:5). 

Create safe ‘identity workspaces’ to support transitions 
to bigger roles

Performance feedback is essential for growth and 
advancement, but is sometimes full of trip wires for women. 
Gender stereotypes may have a big influence on evaluators’ 
perceptions, subjecting women to double binds and double 
standards. Research has shown that highly accomplished 
women who are valued as competent managers often fail 
the ‘likeability’ test, whereas capability and likeability go hand 
in hand for similarly accomplished men (Ibarra et al., 2013:7).

It is important to create a safe setting for women in the 
organisation, for example to establish women leadership 
programmes, as well as support groups for peers in which 
women can interpret these messages (discuss feedback, 
compare notes and emotionally support one another), which 
is important to their leadership identity management (Ibarra 
et al., 2013:7).

Anchor women’s development efforts in a sense of 
leadership purpose rather than in how women are 
perceived

Evidence has shown that for women to compete 
successfully in the world of men, they must be taught 
the skills and styles of their male counterparts that they 
acquire as a matter of course. The time and energy spent 

on managing these perceptions can ultimately be self-
defeating (Ibarra et al., 2013:8). . 

Instead of defining themselves in relation to gender 
stereotypes, female leaders can focus on behaving in 
ways that develop the purposes for which they stand. 
Concentrating on purpose can also lead women to take 
up activities that are essential to their success, such as 
networking.

Job satisfaction

Job satisfaction has been a hot topic of research over 
the past few decades (Boshoff, Cilliers & Van Wyk, 2003; 
Buitendach & De Witte, 2005; Derlin & Schneider, 1994, 
as cited by Munyeka, 2014:40). To find a suitable definition 
is no easy task, but the most widely accepted definition of 
job satisfaction has been formulated by Locke, as cited 
by Körner (2015:2), who defined job satisfaction as “a 
pleasurable or positive emotional state resulting from the 
appraisal of one’s job or job experiences”.

According to Visser et al. (1997:19), a person with a high 
level of job satisfaction holds a positive attitude towards 
his/her job, in contrast with a person who is dissatisfied 
with his/her job, who holds a negative attitudes towards 
his/her job.

Theory on job satisfaction (Herzberg’s two-
factor theory) 

In 1959, Herzberg, Mausner and Snyderman introduced 
the motivator-hygiene theory, which brought about a 
change in the entire outlook towards job satisfaction (Malik 
& Naeem, 2013:1031). Herzberg speculated that providing 
motivators (intrinsic) such as responsibility, the work itself, 
promotion opportunities and opportunities for personal 
growth, advancement, recognition and achievement, 
creates job satisfaction, while their non-appearance 
leads to no job satisfaction, but has nothing to do with job 
dissatisfaction. Alternatively, the lack of hygiene (extrinsic) 
factors, such as job security, working conditions, pay, 
relations with others, company policies and administration, 
produces job dissatisfaction and has nothing to do with job 
satisfaction (Malik & Naeem, 2013:1031).
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The implication for managers of the motivator-hygiene 
theory is that meeting employees’ lower-level needs by 
improving job security, working conditions, pay, relations 
with others, company policies and administration will 
prevent employees from becoming actively dissatisfied, 
and will not motivate them to employ additional efforts 
towards better performance. To motivate workers 
according to the theory, managers must focus on 
changing the fundamental nature and content of the job 
by ‘inspiring’ employees to increase self-sufficiency and 
their opportunities to take on additional responsibilities, 
to gain recognition and to develop their skills and careers 
(Ghazi, 2013:446).

Approaches to job satisfaction

According to Judge and Klinger (2007:398-399), several 
approaches to job satisfaction have been recommended 
in the organisational literature. These approaches can be 
classified into three categories:

Situational approach, which suggests that job 
satisfaction results from the nature of one’s job or other 
aspects of the environment that lead employees to be 
satisfied or dissatisfied.

Dispositional approach, which assume that job 
satisfaction is rooted in the personality of the 
employees, which determines whether or not they will 
like or dislike the job.

Interactive approach, which proposes that job 
satisfaction results from the interplay of situational and 
personal factors.

Effects of job satisfaction

According to Cryler and Soberman (2005), as cited by 
Bako (2014:46), there is a significant positive effect of job 
performance on job satisfaction. Therefore, taking action 
to increase job performance may lead to an increase in 
job satisfaction.

Bako (2014:47) concludes that employment fulfilment is 
insistently and reliably related to success. Eventually, a 

fulfilled worker will prompt a fulfilled client; this will lead to 
high job satisfaction that may lead to higher productivity, 
reduced turnover, improved attendance and lower 
unionisation.

Bako (2014:47-48) further found that the impact of low 
occupational fulfilment could have a significant impact 
on job satisfaction. Sharma and Jyoti (2009) found job 
satisfaction to be a multifaceted phenomenon which 
has a significant influence on employee turnover and 
productivity.

The importance and positive outcomes of the enhancement 
of occupational fulfilment is stressed by the literature 
above.

The glass ceiling effect

Highly-qualified women and members of smaller groups 
are unable to realise their full potential in society due to 
a singularity commonly known phenomenon, referred to 
as the glass ceiling effect (Avin, Keller, Lotker, Mathieu, 
Peleg, and Pignolet, 2015:41)

In the third construct, we will look at the definition of 
the glass ceiling effect and some of the barriers women 
sometimes face inside the workplace. 

Definition of the glass ceiling effect

The glass ceiling effect, according to Lyness and 
Thompson, as cited by Newman (2015:5), can be 
defined as the actual or alleged barrier in a place within 
professional or organisational settings that limits the 
upward movement of women with respect to salary and 
promotion. The expectation that flows from the glass 
ceiling concept is that the perception of inequity and 
feelings of dissatisfaction should be at their highest among 
women when they actually confront the glass ceiling. In 
practice, this means that female dissatisfaction, rather 
than being at its highest when situated at the bottom of 
a hierarchy, is instead maximised at some ‘topping-out’ 
point involving moving up from the bottom, but halting 
at some mid-level location just below the highest level 
locations dominated by men (Newman, 2015:5).
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‘Invisible’ barriers

As seen in the definition and discussion regarding the glass 
ceiling effect, it is evident that the barriers that women 
face in the workplace are sometimes ‘invisible’ barriers. 
According to previous research, as cited by Baumgartner 
and Schneider (2010:559), barriers to overcome were 
identified, namely: Balancing work and family, choosing 
mentors, learning from senior women, being aware of the 
“Queen Bee Syndrome”, determining personal aspirations 
for advancement, breaking the glass ceiling and rising 
above the old boys’ network.

Queen bee syndrome

Derks et al. (2011:519), describe the queen bee syndrome 
as women who are in senior management positions in 
a masculine organisational culture. These women have 
achieved their career ambitions by detaching themselves 
from their gender while simultaneously contributing to 
the gender stereotyping of other women. Derks et al. 
(2011:521) further conclude that women who succeed 
in their organisations, normally act as mentors for other 
women within the organisation - though it often happens 
that women in top positions give other women within the 
organisation the cold shoulder rather than supporting their 
development to strengthen their position in the company.

RESEARCH METHODOLOGY

This research applied a quantitative research approach 
as this was the most suitable for the study.  A cross-
sectional survey research design was used to collect data. 
The specific design for this study was an internet-based, 
cross-sectional survey, where participants were requested 
to complete an online questionnaire in order to collect 
primary data from a convenience sample of respondents.

Participants

Permission was obtained from the Corporate and 
Information Governance Services of the identified tertiary 
institution.

In the identified tertiary institution, support staff are 
employed on different peromnes levels that range from 
one (1), which is occupied by the Vice-Chancellor of the 
institution down to level nineteen (19), which is the lowest 
level of employment at the institution, which is mostly 
occupied by workers without any qualifications.
Only employees from peromnes level seven (7) up to 
peromnes level thirteen (13) form part of the intended 
sample, thusexcluding employees from peromnes level 
one (1) to six (6), as these are employees currently in 
managerial positions. Employees from peromnes level 
fourteen (14) to nineteen (19) were also excluded. Literacy 
and internet access for these staff members were seen as 
a limiting factor to this study. 

Measuring Instruments

Biographical Information

The biographical section consists of five questions. The 
questions provide a summary of the age, race, highest 
qualification, peromnes level and the years working at this 
institution.

Minnesota Satisfaction Questionnaire

In 1967, Weiss et al. developed the short version of the 
MSQ – Minnesota Satisfaction Questionnaire, with a five-
point Likert-type scale with twenty (20) items (Martins & 
Proença, 2012:1).

1 2 3 4 5
Very Dissatisfied Dissatisfied Neutral Satisfied Very Satisfied
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Item responses are summed or averaged to create a 
total score. The lower the score, the lower the level of job 
satisfaction (Martins & Proença, 2012:4).

The purpose of this questionnaire is to give the participant 
a chance to state how they feel about their current job, 
which things they are satisfied with and what they are not 
satisfied with (Weiss et al., 1967:109).

The MSQ short form has one valuable feature: it measures 
two separate components, namely intrinsic and extrinsic 
job satisfaction. Intrinsic job satisfaction refers to the job 
task itself (internal), and extrinsic job satisfaction has 
nothing to do or little to do regarding the job itself (external) 
(Buitendach & Rothmann, 2009:2).

The MSQ short form consists of three structural subscales: 
intrinsic, extrinsic and general satisfaction (Schriesheim et 
al., 1993:387). The internal reliability coefficients for each 
subscale are reported by Weiss et al. (1967:23) as follows: 
For intrinsic satisfaction, the coefficient ranged from 0.84 
to 0.91 with a median of 0.86; for extrinsic satisfaction, the 
coefficient ranged from 0.77 to 0.82 with a median of 0.80; 
and for general satisfaction, the coefficient ranged from 
0.87 to 0.92 with a median of 0.90. 

Questions derived from the literature review

This section consists of nine (9) questions. The reason 
for not making use of an existing leadership questionnaire 
is that even though an extensive search was conducted, 
no combined questionnaire could be found for the topics 
leadership and the glass ceiling effect. 

Questions are structured to come to a  conclusion if the 
participant does strive for a leadership position (2, 3, 4, 5 
and 6). The glass ceiling effect is investigated by means of 
questions 6, 7, 8 and 9 to determine whether there is much 
truth in the ‘invisible’ barriers of the glass ceiling effect. 

Ethical consideration

According to Walliman (2011:43), working with human 
participants always raises ethical issues on how to 
treat them. Permission needs to be obtained from the 

organisation’s ethics committee to conduct the research 
on this specific population. Ethical consideration must be 
taken into account regarding the research conducted from 
the institution where the research is to be undertaken. A 
formal application for ethical clearance was submitted to 
the applicable research committee and permission was 
granted.

RESULTS

Biographical profile

In analysing the biographical information on the target 
population of 1 130 participants, the following was found:  
A total of 361 participants responded to the survey, 
which is a response rate of 31.94%. The response rate 
represents the number of participants who completed the 
survey divided by the number of individuals that the survey 
was sent out to.  
 
According to the study of Mirzaee (2014) on response rates 
of online surveys, the conclusion was that the average 
response rate is 24.8% for online surveys. Fryrear (2015), 
on the other hand, states that there is a difference between 
internal surveys with an average of a 30 to 40% response 
rate, compared to an average response rate of 10 to 15% 
for external surveys.

Therefore, with a sample size of 361 (31.94%) respondents 
who completed the online survey, it can be regarded as 
sufficient to justify further analyses thereon.

All respondents were female employees at a tertiary 
institution.

Regarding age, 116 respondents indicated that they were 
between the ages of 30 and 39, thereby making this the 
largest group of the respondents at 32.1%. The second 
largest group were between the ages of 50 and 59 (28.3% 
of the respondents). The rest of the respondents were 
between 40 and 49 at 21.6%, 19 and 29 at 16.1% and 
6.4% of respondents were older than 60 years. Therefore, 
the over 60 group is the minority.
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On qualifications, 82 respondents indicated that an 
honours degree was their highest qualification, which 
makes them the majority group at 22.7%. The second 
largest group of participants indicated that a diploma was 
their highest qualification (22.2%). 21.9% specified that 
they have a grade 12 (matric) and 19.7% have a bachelor’s 
degree. 11.6% indicated that they have a master’s degree 
and only 1.4% specified that their highest qualification is 
a doctoral degree. Two respondents (0.6%) specified that 
their highest qualification was lower than grade 12, which 
in itself is a problem, because the minimum qualification 
for peromnes 13 is a grade 12 certificate.

The majority was on peromnes level 13 (18.0%). The 
second largest level was shared between peromnes 12 
and 11 at 17.7%. 15.5% were on peromnes level 10, 
13.3% on peromnes level 9, and 10.0% on peromnes 

level 8. Participants on peromnes level 7 were only on 
7.8%, which makes them the minority group. 

Regarding tenure, the majority group, at 46.8%, indicated 
that they have worked at the institution between four 
and 10 years. 26.3% indicated that they have worked 
between zero and three years. Furthermore, 11.1% have 
tenure between 11 and 15 years and 9.4% more than 20 
years. The minority group has worked between 16 and 
20 years at the institution.

Descriptive statistics

Frequencies, means and standard deviations regarding 
women-leadership and possible invisible barriers 
hampering women-leadership are portrayed in table 1 
below.

TABLE 1: LEADERSHIP ROLES AND INVISIBLE BARRIERS

  Item
Strongly 
Disagree Disagree Neutral Agree Strongly 

Agree Mean Std. 
Deviation

A1 I feel inspired to come to work 
every day.

3.60% 12.47% 27.70% 41.27% 14.96% 3.515 1.0085

A2 I think I can make a difference 
within my organisation in a 
leadership role.

0.55% 5.26% 21.61% 50.42% 22.16% 3.884 .8285

A3 There are promotion 
opportunities within my 
organisation.

27.42% 30.47% 22.44% 14.40% 5.26% 2.396 1.1813

A4 Everyone has an equal 
opportunity for promotion in my 
organisation.

27.42% 33.80% 24.93% 10.25% 3.60% 2.288 1.0853
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  Item Strongly 
Disagree Disagree Neutral Agree Strongly 

Agree Mean Std. 
Deviation

A5 I am considered for leadership 
development programmes 
because of my organisation’s 
policy.

17.73% 28.25% 32.96% 17.45% 3.60% 2.609 1.0775

A6 I have no desire for promotion 
opportunities.

46.54% 24.93% 13.57% 10.80% 4.16% 2.011 1.1879

A7 My family obligations limit my 
opportunities.

45.43% 31.86% 12.19% 7.76% 2.77% 1.906 1.0630

A8 My current manager acts as a 
good role model for me. 

10.25% 14.13% 21.88% 26.04% 27.70% 3.468 1.3058

A9 There are enough women in 
leadership positions within my 
department and organisation 
from whom I can learn.

1.66% 3.05% 14.13% 46.81% 34.35% 3.136

The first item, A1, required respondents to state whether 
“they feel inspired to come to work every day”. The reason 
behind this question was to get a better understanding 
of the respondents’ attitude towards their institution. The 
mean of the respondents was above 3.5 between the 
Neutral and Agree range. The standard deviation was 
measured at 1.00, and therefore the distribution around the 
mean was more concentrated, resulting in a narrower bell-
shaped distribution. Consequently, the respondents have 
more or less the same attitude towards their institution.

Leadership and invisible barriers

In items A2, A3, A4, A5 and A6, the aim was to determine 
whether there was any interest among women to be in 
a leadership position. The mean of the five questions 
varied between 2 (Disagree) and 4 (Agree). The standard 
deviation was concentrated around the mean, between 
0.82 and 1.18, which indicates a narrower bell-shaped 
distribution around the mean.

A2:  I think I can make a difference within my 
organisation in a leadership role. The mean is situated 

between Neutral and Agree, but more skewed towards 
Agree. The standard deviation is small and measured 
at 0.82, and therefore the respondents mostly feel that 
they can make a difference within their organisation in a 
leadership role.

A3:  There are promotion opportunities within my 
organisation. The mean is situated at 2.39 in the Disagree 
range. The standard deviation is measured at 1.18. 
Most women agree that there are not many promotion 
opportunities inside of their organisation.

A4:  Everyone has an equal opportunity for promotion 
in my organisation. The mean is at 2.28 situated in the 
Disagree range with a standard deviation of 1.08. The 
respondents thus feel that there are not equal opportunities 
for promotion inside of their organisation.

A5:  I am considered for leadership development 
programmes because of my organisation’s policy. With 
the mean towards Neutral at 2.60 and skewed to the left 
and a standard deviation of 1.07, the respondents are in 
cohesion that they do not get considered for leadership 
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programmes because of their organisation’s policies.

A6:  I have no desire for promotion opportunities. With 
a mean of 2.01 and standard deviation of 1.18 it is clear 
that most of the respondents Strongly disagreed with this 
question. They definitely have a desire for promotion in 
their organisation.

The aim of questions A6, A7, A8 & A9 is to see whether 
the participants are confronted with invisible barriers 
inside their organisation. The means of the questions 
were situated between 2.01 and 3.46, with the standard 
deviation between 1.18 and 1.30, thereby indicating a 
more narrow bell-shaped distribution around the mean.

A6 was a twofold question to determine the participants’ 
interest in leadership roles and to get insight into their 
experience of invisible barriers inside their organisation. 
Therefore, as stated above, the respondents clearly have 
the aspiration to advance inside their organisation.

A7: My family obligations limit my opportunities. The 
respondents Strongly disagree with this question; with 
a mean of 1.90 and standard deviation of 1.06. The 
respondents feel that there is a good balance between 
their day-to-day work and family life and that it does not 
have a negative impact on their work performance.

A8: My current manager acts as a good role model for 
me. The mean is at 3.46 between Natural and Agree 
with a standard deviation of 1.30. The respondents are in 
cohesion that their current manager acts as a good role 
model and mentor.

A9: There are enough women in leadership positions 
within my department and organisation from whom I can 
learn. The mean is at 3.13 at the Agree range and clearly 
skewed to the right. The respondents feel that there are 
suitable women in leadership roles. They also feel that 
they can learn from them, thereby eliminating the queen 
bee syndrome. 

TABLE 2: TOTAL JOB SATISFACTION AMONG WOMEN IN THE ORGANISATION.

Item Very 
Dissatisfied Dissatisfied Neutral Satisfied Very 

Satisfied Mean Std. 
Deviation

B1
Being able to keep busy all the 
time. 1.39 3.60 11.08 46.54 37.40 4.150 .8562

B2
The chance to work alone on 
the job. 2.49 2.77 14.13 48.20 32.41 4.053 .8944

B3
The chance to do different 
things from time to time. 3.05 3.88 16.34 44.32 32.41 3.992 .9588

B4
The chance to be ‘somebody’ 
in the community. 5.26 10.80 36.29 32.69 14.96 3.413 1.0375

B5
The way my boss handles his/
her workers. 8.31 15.24 19.39 32.13 24.93 3.501 1.2475

B6
The competence of my 
supervisor to make decisions. 4.71 14.40 22.99 31.86 26.04 3.601 1.1554

B7
Being able to do things that do 
not go against my conscience. 3.05 4.43 18.28 45.15 29.09 3.928 .9605

B8
The way my job provides for 
steady employment. 2.49 5.26 14.68 51.52 26.04 3.934 .9165

B9
The chance to do things for 
other people. 1.66 3.05 14.13 46.81 34.35 4.091 .8660

B10
The chance to tell people what 
to do. 3.60 9.42 33.24 44.88 8.86 3.460 .9124
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Item Very 
Dissatisfied Dissatisfied Neutral Satisfied Very 

Satisfied Mean Std. 
Deviation

B11
The chance to do something 
that makes use of my abilities. 2.22 9.14 13.02 45.71 29.92 3.920 .9954

B12
The way company policies are 
put into practice. 6.93 16.90 37.95 31.02 7.20 3.147 1.0127

B13
My pay and the amount of 
work I do. 21.33 26.32 29.09 18.28 4.99 2.593 1.1561

B14
The chances for advancement 
on this job. 29.09 28.25 29.64 10.25 2.77 2.294 1.0787

B15
The freedom to use my own 
judgement. 4.99 12.74 22.16 44.88 15.24 3.526 1.0541

B16
The chance to try my own 
methods of doing the job. 3.05 7.76 18.56 50.14 20.50 3.773 .9623

B17 The working conditions. 4.71 8.31 22.71 44.04 20.22 3.668 1.0383

B18
The way my co-workers get 
along with each other. 6.09 15.79 21.88 39.61 16.62 3.449 1.1246

B19
The praise I get for doing a 
good job. 8.03 14.68 22.71 38.23 16.34 3.402 1.1604

B20 The feeling of accomplishment. 5.26 13.85 24.10 37.95 18.84 3.512 1.1058

The results indicate that the means of all but two of the 
total job satisfaction items are above 3 in the Neutral 
range, while the means of the other two are above 2 in the 
Dissatisfied range.

Eighteen of the means are above 3, leaning towards the 
positive side of the scale at 5 or Very satisfied. Three of 
the items are above 4 at the Satisfied range. Item B1 has 
the largest mean at 4.15 and item B14 has the smallest 
mean at 2.29.

Standard deviation is between 0.85 and 1.24, with B1 the 
smallest and B5 measuring the largest. The distribution 
around the mean is concentrated, resulting in a narrower 
bell-shaped distribution. None of the items could be 
considered outliers.

A discussion of the most significant items will follow:

Positive contributors

B1:  Being able to keep busy all the time. With a mean 

of 4.15 in the Satisfied range it is clear that most of the 
participants are busy at work. Being busy can invoke 
feelings such as self-confidence and self-accomplishment. 
It could also be said that there is no time for negative 
thoughts.

B2:  The chance to work alone on the job. For 80.61% 
of the respondents it is of significant value to be creative 
in their work. This is evident with a mean of 4.05 in the 
Satisfied range and a standard deviation of 0.89. Working 
alone gives the respondents full responsibility and credit 
towards their jobs. To work alone can also create a feeling 
of independence. 

B5:  The way my boss handles his/her workers. With 
a big contribution towards job satisfaction; the way that 
respondents feel towards the way their bosses handle 
other co-workers in the work area. This can be verified by 
a mean of 3.50 and standard deviation of 1.24.

B7:  Being able to do things that do not go against my 
conscience. Almost half of the respondents (45.15%), with 
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a mean of 3.9, leaning towards Satisfied, feel that they 
do not do things at work that go against their conscience. 
Doing things against your conscience can have a negative 
impact on your job satisfaction level.

B8:  The way my job provides for steady employment. 
With a mean of 3.93 leaning towards the Satisfied range 
and a 0.96 standard deviation, most of the participants 
agree that this organisation provides them with a sense of 
social status and job security.

B9: The chance to do things for other people. The second 
highest contributor to job satisfaction, with a mean of 4.09 
and standard deviation of 0.86, for the participants is the 
feeling of contributing towards their co-workers.

B11: The chance to do something that makes use of 
my abilities. 75.62% of the respondents feel that their 
organisation gives them the chance to make use of their 
individual abilities in the workplace. This is confirmed with 
a mean of 3.92 skewed toward the Satisfied range of the 
scale and a standard deviation of 0.99.

B15: The freedom to use my own judgment. With a 
response rate of 44.88, the respondents feel that the 
organisation puts trust in them to use their own judgment in 
the workplace. With a mean of 3.52 and standard deviation 
of 1.05, it is a strong contributor towards job satisfaction.

B17: The working conditions. Good working conditions 
can be a leading factor towards job satisfaction (Aziri, 
2011:81). As seen in Table 3.4, 64.27% of the respondents 
are in the Satisfied or Very satisfied ranges. This is stated 
with a mean of 3.66 and standard deviation of 1.03.

B20: The feeling of accomplishment. It is important for 
workers to have a feeling of accomplishment at the end 
of the day. With a mean of 3.91 and standard deviation of 
1.10, 62.05% of the respondents are in the Neutral and 
Satisfied ranges.

Negative contributors

B13:  My pay and the amount of work I do. With the 
second lowest mean of 2.59 and skewed to the negative 
range of the scale and a standard deviation of 1.15, most 
of respondents feel that they are not being paid according 
to the amount of work they do. 

B14:  The chances for advancement on this job. 
This is the biggest negative contributing factor towards 
job satisfaction is the respondents’ reactions towards 
promotion abilities in their current working environment. 
The mean is only 2.29 in the dissatisfied range and the 
standard deviation is 1.07.

Mean of the total job satisfaction experienced

N Minimum Mximum Sum Mean Std. Deviatio

Job_Satisfaction_Total 361 23.00 99.00 25777.00 71.4044 12.65229

Job_Satisfaction_Mean 361 1.15 4.95 1288.85 3.5702 .63261

Valid N (listwise) 361

With a total mean of 3.57 ranging between Neutral 
and Satisfied and a total standard deviation of 0.63 
concentrated around the mean, it results in a narrower 
bell-shaped distribution, and with 18 of the means 

higher than 3, it is safe to come to the conclusion that 
there is a general feeling of job satisfaction among 
the respondents of the organisation.
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Correlation between total job satisfaction, leadership and the glass ceiling effect
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Cronbach’s alpha coefficient was determined to establish 
the sufficient reliability of the subscale and total scale. α 
>0.7 is indicative of sufficient reliability (Field, 2005:668). 
The Kaiser-Meyer-Olkin Measure of Sampling Adequacy 
of 0.9 was sufficient (it should be above 0.7 and can be up 
to 0.5) to make a factor analysis of one factor. 95% of the 
factors were higher than 0.5 on one factor, thus it proved 
to be safe to use only one factor for job satisfaction.

A large effect and practically significant correlation exist 
between total job satisfaction and the respondents’ 
feelings that they feel inspired to come to work every day. 
The large correlation indicates that their current work 
environment is a large contributor to their job satisfaction 
levels.

A small effect and small correlation exist between total job 
satisfaction and the respondents’ feelings that they can 
make a difference in their organisation in a leadership 
role. The small correlation might indicate that although 
they are not in leadership roles, they still have a feeling 
of job satisfaction in their current position.

A medium effect and practically visible correlation exist 
between total job satisfaction and promotion opportunities 
within the organisation. The medium correlation indicates 
that the respondents feel that the lack of promotion 
opportunities within the organisation may have a negative 
effect on their total job satisfaction. 

Although there was only a medium correlation between 
job satisfaction and promotion opportunities, a large effect 
and practically significant correlation exist between total job 
satisfaction and an equal opportunity for promotion within 
the organisation. The respondents therefore feel that the 
higher the promotion opportunities are, the higher their 
levels of job satisfaction within the organisation will be. 

A medium effect and practically visible correlation exist 
between total job satisfaction and the respondents’ 
feelings that their organisation’s policy makes provision 
for them to attend leadership programmes. A medium 
correlation indicates that not being able to attend 
leadership programmes may have a negative effect on 
their job satisfaction levels.

A small effect and small correlation exist between total 
job satisfaction and the respondents’ desire towards 
promotion opportunities. The respondents’ job satisfaction 
levels are not influenced by their lack of desire towards 
opportunities for promotion.

Correlation between job satisfaction and the 
glass ceiling effect

Results indicate a small effect and no particularly 
significant correlation between total job satisfaction and 
the respondents’ desire towards promotion opportunities.
A small effect and small correlation exist between total job 
satisfaction and the effect respondents’ family lives have 
on their day-to-day work. This small correlation indicates 
that the respondents feel that their family does not have a 
significant impact on their desire to move up the corporate 
ladder.

A large effect and practically significant correlation exist 
between total job satisfaction and the respondents’ feelings 
towards their current managers who act as good role 
models for them. The large correlation indicates that the 
respondents feel that the qualities shown by their current 
managers have a large impact on their job satisfaction 
levels.

A medium effect and practically visible correlation exit 
between total job satisfaction and women in leadership 
positions within the organisation. The medium correlation 
indicates that the respondents feel that there are sufficient 
women in leadership positions from whom they can learn, 
and that this ‘mentorship’ has an effect on the workers’ job 
satisfaction levels.

CONCLUSIONS

The most significant notion that was seen from the above 
results was that although 46.54% of the respondents had 
strongly disagreed with the statement that they do not 
have any desire for promotion opportunities. This desire 
had a small effect on the respondents’ total job satisfaction 
levels. A few assumptions can be made regarding this 
response:
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Most of the respondents do not have the necessary 
qualification to qualify for leadership roles within the 
organisation.

There are not sufficient promotion opportunities within 
their current departments.

Not all female employees are interested in leadership 
positions in their departments or in the organisation.

There are not sufficient promotion opportunities within 
their organisation.

Most of the female employees leave the organisation 
after a few years, not giving themselves the opportunity 
to grow within the organisation and thereby enabling 
themselves for leadership positions.

Respondents are satisfied with their current positions 
and do not want to take on the responsibilities of a 
leadership role.

In conclusion this could indicate that not being in a 
leadership position does not always have a negative effect 
on job satisfaction levels within the organisation. There 
were no negative correlations in the findings, thereby 
emphasising female employees’ satisfaction with their job 
and their organisation.

Female employees also seem not to be bothered with 
certain invisible barriers regarding the glass ceiling effect. 
There seems to be no visible relationship between the 
glass ceiling effect and job satisfaction among female 
workers in this organisation. They do not feel that their 
family responsibilities are holding them back from making 
positive strides in their working environment. According 
to this finding these women were able to overcome the 
glass ceiling effect by promoting themselves as stated by 
Baumgartner and Schneider (2010:566).

Respondents were also in agreement that there are 
sufficient women in leadership positions that act as 
mentors to them and from whom they can learn. They 
also feel that their current managers, male or female, are 
acting as good role models for them.

 Limitations of this study

The following limitations to this study were identified:

The poor response rate of 31.94% does not reflect 
the feeling of the majority of the total population of female 
employees within the organisation.

The fact that the organisation lies in three different 
geographical regions makes it difficult for people to 
relocate for promotion opportunities and this could have a 
direct influence on the study.

The fact that the results received are only from one 
organisation in one province in South Africa, means that 
results cannot be generalised to the population of South 
Africa.

RECOMMENDATIONS 

Succession planning needs to be put in place to 
accommodate up-and-coming leaders in the organisation. 
They should not only invest in their current leaders, but 
they should also invest in the leaders of tomorrow. 

Encourage current personnel in leadership positions to 
empower subordinates with more responsibilities in their 
departments. This might enable female employees to 
cross the barrier of the comfort zone and become aware of 
their real potential while also enhancing self-confidence.

The development and implementation of an effective 
retention strategy could improve the employee turnover 
rate of the institution. Valuable knowledge and experience 
are lost in the institution by a relatively high turnover 
rate of female employees. Training and development in 
leadership skills could be part of the retention strategy. 
This will empower and enable women to fill leadership 
positions

Although it is not easy to create new positions in leadership 
roles, it is important for management to have structures in 
place to make sure that they retain the female personnel 
they have invested in. 
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ABSTRACT

Emergency medicine is a complex field.  It requires 
practitioners who possess knowledge and skills to prevent, 
diagnose and manage acute and urgent aspects of illness 
and injury affecting patients of all age groups across a 
full spectrum of undifferentiated physical and behavioural 
disorders. Therefore attracting, retaining and engaging 
healthcare professionals in South Africa is challenging. 
This paper will propose a model for enhancing and 
promoting the engagement of emergency room doctors.  

As part of this study a hypothetical model of employee 
engagement was developed, based on a review of relevant 
literature and on the findings of an empirical study utilising 
a questionnaire as the data collection instrument. A non-
probability convenience sampling approach was adopted 
and included 47 full time and 96 locum (part-time) doctors 

contracted to ER Consulting Inc. A response rate of 46% 
(66 respondents) was achieved.

The results of the study revealed that communication; 
work-life effectiveness; alignment of individual objectives 
with company goals; opportunities for growth and 
development; recognition and reward; management 
support; autonomy; and a sense of mission and purpose 
are all closely associated with the construct of employee 
engagement. Work-life effectiveness and alignment of 
individual objectives with company goals were shown 
to have direct positive associations with employee 
engagement and are postulated to be key areas for 
emergency medical organisations to focus their attention 
in the quest for more engaged doctors.  

Keywords: engagement; organisational behaviour; 
medical doctor
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INTRODUCTION

Traditionally doctors have been regarded as independent 
practitioners with responsibility only to their patients and, 
to some degree, their professional colleagues. However, 
doctors today increasingly find themselves part of 
medical bureaucracies within hospital structures or other 
organisations governed by professional bodies (Dickinson 
& Ham, 2008) however according to Kaissi (2012) 
physicians are intensely autonomous with a profound sense 
of responsibility to their patients above all others. As such, 
doctors have their own clinical, ethical and professional 
priorities that are not necessarily the priorities, mission or 
vision of the organisations that they find themselves in (Loh, 
2008).

These practitioners further require an understanding of the 
development of pre-hospital and in-hospital emergency 
medical systems as well as the skills necessary for this 
development (EMMSA, 2010). As such, emergency 
medicine poses significant challenges for doctors both in 
terms of a high level of required skill and knowledge; high 
work-place stress; and relentless and evolving challenges. 
According to Kuhn, Goldberg & Compton (2009) this can 
lead to increased risk of burnout and higher levels of staff 
turnover. A coherent strategy is required to help attract, retain 
and engage doctors, especially when these individuals 
are working in challenging and stressful environments 
(McGuire, Kitts, Turnbull, Worthington & Forster, 2012).

Employee engagement is a critical business issue in an 
economic landscape which has become increasingly 
turbulent.  Organisations require coherent engagement 
strategies to maintain their competitive advantage 
through employees who “say”, “stay” and “strive” (Aon 
Hewitt, 2013).  The healthcare climate in South Africa is 
characterised by a dire shortage of medical doctors (Green, 
2013). Thus promoting employee engagement as part of a 
broader retention strategy within medical organisations is 
imperative. In an attempt to address the gap in research 
pertaining to medical physicians the purpose of this study 
was to examine the key drivers of employee engagement in 
emergency medicine doctors and develop an engagement 
model that could be used by organisations to enhance this 
positive psychological state.

Employee engagement, according to MacLeod and 
Clarke (2009), is an exceedingly topical area of research 
as organisations seek innovative ways to improve their 
competitive advantage and secure their growth and long-
term sustainability. However, as Spurgeon, Barwell and 
Mazelan (2008) discovered, research into the drivers of 
employee engagement amongst physicians is required 
as the current body of research is extremely limited. This 
is even more critical in light of the chronic skill shortages 
experienced in South Africa (Rogerson & Rogerson, 2000), 
in particular with reference to medical doctors (Breier, 2008).

The primary aim of the paper is to examine physician 
engagement and determine key engagement factors with 
the view of enhancing engagement amongst emergency 
medicine doctors. To this end, the paper firstly defines 
engagement and identifies enablers relevant to physicians’ 
engagement. Secondly, variables are operationalised and 
a conceptual model for engaging physicians is proposed, 
where after the empirical results of the study is discussed. 

LITERATURE REVIEW AND 
OPERATIONALISATION OF VARIABLES

Research indicates that a high level of employee 
engagement has positive organisational outcomes. 
Major international organisations are thus implementing 
employee engagement strategies aimed at dealing with a 
variety of challenges, ranging from poor performance to 
high staff turnover rates (Aon Hewitt, 2013; Gallup, 2013; 
Kular, Gatenby, Rees, Soane & Truss, 2008). 

Defining employee engagement

There are a host of descriptions of employee engagement 
and no single definition emerges as standard (Dicke, 
2007). For the purposes of this paper a definition of 
employee engagement that encapsulates many of the 
salient themes identified in the literature has been chosen: 
“A workplace approach designed to ensure that employees 
are committed to their organisation’s goals and values, 
motivated to contribute to organisational success, and are 
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able at the same time to enhance their own sense of well-
being” (MacLeod & Clarke, 2009, p.12).

For decades researchers have sought the most effective 
ways to motivate individuals both as a method of improving 
employee welfare and that of the employing organisation 
(Bateman & Crant, 2003). Motivation refers to the force that 
arouses, directs and sustains behaviour and is a concept 

that allows us to make sense of the observed behaviours 
of others through inference (Bagraim, 2011). Employee 
engagement is closely linked to theories of motivation and 
may be seen to have these at its foundation (Cawe, 2006). 
A number of studies on engagement have been conducted 
which has led to the development of several models of 
employee engagement which are briefly outlined in Table 1 
below.

TABLE 1: ENGAGEMENT MODELS 

Author Description of engagement 

1 Kahn (1992) Engaged employees are emotionally, cognitively and physically present and 
connected to their jobs and the organisation.

2
Schaufeli, Salanova, 
González-Roma, and Bakker 
(2002)

Engagement is characterised by high levels of effort, energy, pride, 
enthusiasm, challenge and being caught up and immersed in one’s work. 

3
Saks (2006) Engagement is built on social exchange theory (SET) which states that 

commitment is generated through a series of social interactions between 
parties who are in a state of mutual interdependence.

4 Brown (1994) Engagement can be explained through a progressive model involving 
‘satisfaction’; ‘motivation’, ‘commitment’, ‘advocacy’ and ‘engagement’.

5 The Gallup Organisation 
(2006)

Engagement to be directly influenced by the organisation and, by so doing, 
for employee’s outcomes to effect organisational objectives.

6
Robinson, Perryman and 
Hayday (2004)

Clear link between employee’s experiences and perceptions of their work 
environment and their sense of being “valued and involved”.

7
Maslach, Jackson and Leiter 
(1996)

Engagement concerns energy, involvement and efficacy. Employee 
engagement … a persistent positive affective state… characterised by high 
levels of activation and pleasure

While it is clear from the table that each approach 
proposes a different perspective, they all remain clear 
and unanimous in their conclusions: the development 
of employee engagement inside organisations has the 
potential to significantly impact important organisational 
outcomes (Maslach, Schaufeli & Leiter, 2001; Harter, 
Schmidt & Hayes, 2002; Schaufeli, Salanova, Gonzalez-
Roma & Bakker, 2002; Harter, Schmidt & Killham, 2003; 
Saks, 2006; Gallup, 2013). 

According to Christian and Slaughter (2007, cited in 
Shuck, 2010) no single approach dominates the field of 
employee engagement, either in terms of methodology 
or through the definition of the concept. However, it does 
appear as if Maslach, Schaufeli & Leiter (2001) are the most 
widely cited (N = 1420).  Furthermore, while each approach 
proposes a different perspective, they all remain clear 
and unanimous in their conclusion that the development 
of employee engagement inside organisations has the 
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potential to significantly impact important organisational 
outcomes.  It is also clear that in uncertain and challenging 
business environments engaging employees has become 
a strategic organisational imperative (Ginsburg, 2007).

Drivers or enablers of employee 
engagement

From the literature reviewed the following drivers, 
levers or enablers of employee engagement emerged: 
leadership and management (including strategic narrative, 
commitment, support); communication; organisation 
(including culture, vision, brand); company policies and 
practices (recruitment, training and development, pay 
and benefits, communication); and work-life balance 
(including environment, workload, job design) (MacLeod 
& Clarke, 2009; McBain, 2007; Vance, 2006; Robinson, 
Perryman & Hayday, 2004; Leiter & Maslach, 2004). 
Additionally, a number of recurring themes based on 
the drivers were identified as follows: Communication; 
Work-life effectiveness; Company alignment; Growth and 
development; Recognition and reward and Management 
support. These emergent themes and related key drivers 
led to the development of the hypothesised model of 
employee engagement. 

Employee engagement in knowledge 
workers

In the current information-based era, knowledge has 
become a critical resource. It is also a fundamental to 
creating value in a management environment which has 
seen a shift in focus from physical capital to human capital 
(Drucker, 1999; Teo, Lakhani, Brown & Malmi, 2008). The 
primary source of human capital is the knowledge worker 
who carries information which they themselves “own”, 
as opposed to the employer owning said information 
(Markova & Ford, 2011). Lowendahl (1997 cited in Teo, et 
al., 2008) states that knowledge activities are “frequently 
linked with scientific knowledge development, involve 
high degrees of customisation, and discretionary effort 
and personal judgement, require substantial interaction 
with the client firm’s representatives and customers and 
often deliver within the constraints of professional norms”.  
As such, the work of knowledge workers closely mirrors 

the work of the emergency medical doctor as described 
earlier. A review of literature relating to the motivators 
of knowledge workers yielded a list similar to that of the 
drivers of engagement, however, two new areas, namely 
autonomy and mission and purpose emerged strongly 
as being of importance to this type of employee (Teo et 
al, 2008; Carleton, 2011; Markova & Ford, 2011; Ehin, 
2008).  

Physician engagement

Doctors may be regarded as highly skilled or “gold-collar” 
knowledge workers (Kelley, 1985). Many first-world 
healthcare organisational leaders and policy makers 
recognise the importance of physician engagement to 
attract, motivate and retain them (Dickinson & Ham, 2008). 
Engaging physicians is essential to the optimal functioning 
of these organisations and to the ultimate service delivered 
to patients (Grimes & Swettenham, 2012). 

Literature on physician engagement revealed two different 
perspectives. Firstly, engagement is an outcome which 
results from implementing well-designed, people-oriented 
policies and effective practices within an organisation 
(Lowe, 2012a), where engaged physicians can be seen 
to bring enthusiasm, energy, motivation and dedication to 
their roles. The second perspective involves the engaging 
of physicians more fully in improving the quality of service 
and care, also referred to as “medical engagement” 
(Spurgeon, Mazelan & Barwell, 2011). This term refers 
to organisational processes and practices that include 
doctors in decision-making, strategy development and 
change implementation (Dickinson and Ham, 2008). 

Studies have shown that employee engagement can 
improve patient satisfaction, lower mortality levels, and 
increase levels of service provision and patient safety 
(West & Dawson, 2012; Spurgeon, Mazelan & Barwell, 
2011; Reinertsen, Gosfield, Rupp, & Whittington, 2007; 
Prins, Van der Heijden, Hoekstra-Weebers, Bakker, Van de 
Wiel, Jacobs, & Gazendam-Donofrio, 2009). In addition, 
Lowe (2012b), in his review of over 10 000 nurses and 
physician employees in 16 Canadian hospitals, found that 
significant individual (capable physicians, quality of work 
life) and organisational outcomes (retention, employer 
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reputation, employee productivity) can be derived from 
the pursuit of high levels of employee engagement in a 
healthcare setting. 

Measuring employee engagement

There is no consensus on how to measure engagement 
(Macey & Schneider, 2008). Human resource management 
practitioners prefer the utilisation of questionnaires 
and surveys to collect data to measure employee 
engagement. Additionally, validated tools are available 
for the measurement of engagement, including the 
Gallup Workplace Audit or Gallup Q12 (Buckingham and 
Coffman, 1999); the Areas of Worklife Survey (AWS) and 
Maslach Burnout Inventory (Leiter & Maslach, 2004); the 
Utrecht Work Engagement Scale (UWES) (Schuck, 2010; 
Schaufeli & Salanova, 2008 as cited in Drake 2012); The 
Ontario Hospital Association (OHA) – National Research 
Corporation Picker (NRCP) Physician Experience Survey 
– specifically designed for physicians within hospital 
environments (Lowe, 2012b) and the Medical Engagement 
Scale (MES) (Spurgeon, Barwell & Mazelan, 2008). 

Operationalisation of variables

The following section links the findings of the lite-
rature review with the hypothetical model proposed to 
determine associations between the key driver themes 
as independent variables and employee engagement  
in emergency medicine doctors as the dependent  
variable.

Communication

Communication is critical in facilitating almost every other 
driver: ensuring that employees know what is expected 
of them; that they understand the mission and vision of 
the organisation; that they are praised and recognised for 
their achievements; that they are able to give and receive 
feedback; and that they are made to feel valued (Harter, 
Schmidt & Hayes, 2002). It has been shown that high-
engagement employees receive communication from their 
supervisors and senior management far more frequently 
than low-engagement employees (Holwerda, 2007). 
Drawing on the foregoing we propose the following:

H1:  Communication has a positive influence on 
employee engagement. 

Work-life effectiveness

Work-life effectiveness results from a specific set of 
organisational practices, policies, programmes and 
philosophies that recommend support for the efforts of 
everyone who works to achieve success both at work and 
at home (AWLP, 2010). Efficient work-life balance also 
ensures that job demands do not exceed human limits 
(Leiter & Maslach, 2004). Qualitative and quantitative 
work overload inevitably lead to exhaustion and burnout 
(Maslach, Schaufeli & Leiter, 2001). Challenging and 
stimulating work not only brings about professional 
development but also aids in personal growth as 
employees become effective in new areas of activity 
(McBain, 2007). Based on the foregoing discussion we 
propose the following:

H2:  Work-life effectiveness has a positive influence 
on employee engagement. 

Company alignment

Company alignment can be defined as: “Linking 
organisational goals with the employee’s personal goals” 
and “requires common understanding of the purposes 
and goals of the organisation” (Business Dictionary, 
2013). Engagement truly begins by imparting a clear 
understanding of what the individual’s job entails, what 
the performance expectations are and, critically, how 
their performance and individual goals are linked to 
those of the organisation (Wellins, Bernthal & Phelps, 
2005).  Companies that fashion a strong, unifying vision 
and foster mutual values create a sense of pride, trust 
and belonging amongst all members of the organisation 
(Markos & Sridevi, 2010).  This culture leads to a sense of 
understanding that brings about teamwork, collaboration 
and respect based on a sense of shared destiny (Lowe, 
2012b; Atkinson, Spurgeon, Clark, & Armit., 2011). Given 
the preceding discussion, the following is hypothesised: 

H3:  Company alignment has a positive influence on 
employee engagement.
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Recognition and reward

A study by Saks (2006) described recognition and reward 
as significant drivers of employee engagement. This is 
described though the theory of social exchange: when 
employees receive adequate recognition and reward 
they feel obliged to reciprocate with higher levels of 
engagement and effort. Reward may consist of financial 
elements (pay and benefits) but may also include non-
financial aspects such as organisational events, seminars, 
travel, days off and meals (Vance, 2006). Critical in these 
rewards systems is the ability of the organisation to 
link applied effort with compensation that is valued by 
the employee (Markova & Ford, 2011). In their study on 
motivation in knowledge workers the authors discovered 
that intrinsic motivation is one of the most powerful 
drivers of engagement. Given the preceding discussion, 
the following is hypothesised: 

H4:  Recognition and rewards has a positive influence 
on employee engagement. 

Management support

“Employee engagement requires leadership commitment 
through establishing clear mission, vision and values” 
(Markos & Sridevi, 2010: 93). MacLeod & Clarke (2009) 
state that three main actions are required from managers 
to facilitate engagement: providing clarity of what is 
expected through feedback, appreciation, coaching 
and training; treating individuals fairly and with respect 
and concern for their wellbeing; and ensuring that work 
is designed efficiently and effectively. The literature 
reviewed leads to the following hypothesis:

H5:  Management support has a positive influence 
on employee engagement. 

Growth and development

Vance (2006) found that employees that enhance their 
skills through training are more likely to become engaged 
in their work as they derive fulfilment and satisfaction 
through the acquiring and mastering of new skills. 

It is critical for organisations to have meaningful 
development plans and opportunities that include 
training, career advancement, succession management, 
special projects and assignments, and mentoring 
(Wellins, Bernthal & Phelps, 2005). Given the preceding 
discussion, the following is hypothesised: 

H6:   Growth and development has a positive influence 
on employee engagement.

Autonomy

Autonomy, and the closely related concept of personal 
empowerment, is consistently linked with engagement in 
knowledge worker and physician engagement literature 
(Ehin, 2008; Dickinson & Ham, 2008; Spurgeon, Barwell 
& Mazelan, 2008; Carleton, 2011). In this context, 
autonomy refers to giving the individual scope to complete 
work without micromanaging them, and managing results 
and not process (Markos & Sridevi, 2010). Empowerment 
is brought about by inspiring a feeling of role ownership 
and commitment brought about through the ability to take 
action, take responsibility and be measured by results 
(Wellins, Bernthal & Phelps, 2005). Given the preceding 
discussion, the following is hypothesised: 

H7:  Autonomy has a positive influence on employee 
engagement  

Mission and purpose

If individuals are given the space to be themselves and 
the opportunity to make a contribution, they find meaning 
in what they do and in their lives (Markos & Sridevi, 2010). 
It is not only important to demonstrate an inspirational 
and driven culture but also to allow the individual the 
opportunity to develop their own personal sense of 
mission and purpose within the organisation (Atkinson et 
al, 2011). Given the preceding discussion, the following 
is hypothesised:

H8:  Mission and purpose have a positive influence on 
employee engagement. 
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The hypothesised model

From the summary of the literature reviewed and proposed 
hypotheses with positive relationships to the construct of 

employee engagement the conceptual model for engaging 
emergency medicine doctors is presented in figure 1. 

ENGAGEMENT

Communication

Work-Life

Company 
Alignment

Recognition and 
Reward

Management 
Support

Growth and 
Development

Autonomy

Mission and
Purpose+

+

+

+

+

+
+

+

FIGURE 1: THE HYPOTHESISED EMPLOYEE ENGAGEMENT MODEL FOR EMERGENCY MEDICINE DOCTORS
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The following section outlines the research methodology 
used to investigate the relationships described in the 
hypothesised model and includes the statistical methods 
used to ensure validity and reliability.

RESEARCH DESIGN

Research methodology

The positivistic or quantitative approach was used to 
establish the linkage between the dependant variable 
(engagement) and a selected set of proposed independent 
variables (communication; work-life; company alignment; 
manager support; growth and development; autonomy; and 
mission and purpose). Additionally, a panel of advisors and 
peers, well-versed on the topic of employee engagement, 
were consulted at each stage of the research in an attempt 
to increase the validity and reliability of the data collected. 

Measuring instrument

A structured questionnaire, comprising closed-ended 
statements was compiled from the literature reviewed 
and validated instruments available on engagement. 
The questionnaire was divided into three main sections:  
Section A - Biographical profile (including age, gender, 
experience in emergency medicine and work role), 
Section B - Drivers of engagement made up of the 
key contributors to the hypothesised main drivers of 
engagement in emergency medicine doctors and Section 
C - Overall engagement, measuring general engagement 
measures. Section A measured information on both 
nominal and interval variables. Statements from sections 
B and C were anchored to a 5 point Likert-style scale with 
responses ranging from Strongly Disagree (1) to Strongly 
Agree (5). 

Sampling method

The target population for this study was medical doctors 
practicing in the field of private emergency medicine in 
South Africa. The sampling frame used was the doctor 
database which was supplied by ER Consulting Inc. 
(ERC), the largest private emergency medicine consulting 

company and one of the country’s largest private employers 
of medical doctors. The sample was selected through non-
probability convenience sampling and included 47 full time 
and 96 locum (part-time) doctors within the company and 
based in Port Elizabeth and East London. Convenience 
sampling was used and, of the potential 143 respondents, 
66 completed questionnaires were received, revealing a 
final response rate of 46%.

Data analysis and interpretation

The study focussed on investigating the relationship 
between engagement (dependent variable) and its 
proposed determinants (independent variables mentioned 
above). To this end multiple regression analysis was 
used with the aid of the statistical package, Statistica 11 
(StatSoft, 2011). A brief data correlation was conducted on 
the association between the quantitative variables. 

Reliability and validity 

Cronbach’s coefficient alpha was used to measure internal 
consistency as it is particularly valuable when used on data 
anchored to a Likert scale (Lancaster, 2005).  All variables 
(namely; communication, work-life, company alignment, 
recognition and reward, management support, growth 
and development, autonomy, mission and purpose, and 
engagement) scored Cronbach’s alpha scores of above 
0.80, which is above the 0.70 required for academic 
acceptance of an instrument.  Face, construct and content 
validity (Collis and Hussey, 2009) was assured through 
a thorough literature review, interaction with industry 
experts and discussions with an expert panel comprised 
of representatives from the medical, human resources and 
business fields. 

The following section outlines the empirical results obtained 
from the research instrument from both a descriptive and 
inferential statistical perspective.

Descriptive statistics

Certain demographic variables of doctors may have a 
major influence on engagement. The results show that the 
majority of doctors sampled fell in the 26-35 year age 
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bracket; are married; and show a relatively even split 
in both the parent and gender categories. While there 
is a predominantly young group of doctors in emergency 
medicine, there remains a fairly diverse age range in the 
discipline. The large number of individuals with families 
working in the industry places extra importance on the 
variables that affect work-life balance.

Inferential statistics 

At the heart of the study was the desire to investigate the 
relationships between engagement (dependent variable) 
and its proposed determinants (independent variables.).  
This section will look at the correlation and multiple linear 
regression statistics.  

TABLE 2:  CORRELATION OF INDEPENDENT AND DEPENDENT VARIABLES

COM WK CA RR MS GD APE MP ENG

COM 1.000

WK 0.471 1.000

CA 0.845 0.563 1.000

RR 0.900 0.581 0.900 1.000

MS 0.934 0.527 0.849 0.939 1.000

GD 0.857 0.521 0.819 0.856 0.880 1.000

APE 0.895 0.438 0.849 0.914 0.901 0.879 1.000

MP 0.894 0.412 0.858 0.816 0.835 0.871 0.860 1.000

ENG 0.690 0.679 0.831 0.818 0.742 0.768 0.744 0.706 1.000

Items in red indicate significant relationships.

Table 2 reflects high to very high positive correlations 
between the majority of the variables. This is particularly 
evident between communication (COM); company 
alignment (CA); recognition and reward (RR); management 
support (MS); growth and development (GD); autonomy 
(APE); and mission and purpose (MP) signifying an 
overlap between these concepts.  This was highlighted in 
the literature review as many of the component statements 
could easily be transferred between these groups and still 
remains relevant and validated in previous studies. W ork-
life (WK) showed only a  medium positive correlation. 
All of the chosen independent variable themes showed 
strong medium to high levels of correlation with the 
construct of engagement (ENG) as was measured by the 
research instrument.

Multiple linear regression

While correlation describes association between 
variables, multiple linear regression indicates the “ability 
of independent variables to predict an outcome in a 
dependent variable where there is a linear relationship” 
(Collis & Hussey, 2009). In this study the independent 
variables were given as communication (COM); work-
life (WK); company alignment (CA); recognition and 
reward (RR); management support (MS); growth and 
development (GD); autonomy (APE); and mission and 
purpose (MP) while the dependent variable is employee 
engagement (ENG). The results of the multiple linear 
regression analysis are summarised in table 3.
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TABLE 3: MULTIPLE LINEAR REGRESSION ANALYSIS OF VARIABLES FOR DEPENDENT VARIABLE ENG

F(8,57)=28.530 p<.00000 Std.Error of estimate: .28448

b*
Std.Err.

b
Std.Err.

t(57)
p- value

of b* of b
Intercept 0.82 0.48 1.71 0.0928

COM -0.39 0.21 -0.41 0.22 -1.86 0.0682

WK 0.26 0.08 0.29 0.09 3.24 0.0020

CA 0.39 0.16 0.38 0.16 2.41 0.0194

RR 0.45 0.24 0.35 0.19 1.86 0.0675

MS -0.14 0.23 -0.12 0.21 -0.60 0.5533

GD 0.25 0.16 0.22 0.14 1.59 0.1169

APE 0.07 0.18 0.07 0.20 0.37 0.7139

MP 0.08 0.18 0.10 0.24 0.44 0.6590

R= 0.89; R²= 0.80;  Adjusted R²= 0.77
Items in red show significant relationships.

The R2 value indicates that 80% of the variance in 
employee engagement may be explained by the combined 
influence of the variables described. 

Multiple regression results and the 
hypotheses

In this section the hypotheses are weighed up against 
the results of the multiple regression analysis to test 
the strength of the proposed model for employee 
engagement in emergency medicine doctors.  Hypothesis 
H1 stated that communication has a positive influence 
on employee engagement.  According to the statistical 
analysis COM has a p-value of 0.068 (>0.05) which means 
communication cannot be shown to have a significant 
positive influence on employee engagement in this study 
and the hypothesis is therefore rejected.  Hypothesis 
H2 stated that work-life has a positive influence on 
employee engagement. The statistical results reveal 
that WK influences ENG significantly with a p- value of 
0.002 (<0.05). Hypothesis H2 is therefore accepted. This 

means that work-life has a significant positive influence on 
employee engagement.

Hypothesis H3 stated that company alignment has a 
positive influence on employee engagement. According 
to statistical analysis CA influences ENG significantly with 
a p-value of 0.019 (<0.05). H ypothesis H3 is accepted, 
and implies that company alignment has a significant 
positive influence on employee engagement. Hypothesis 
H4 stated that recognition and reward have a positive 
influence on employee engagement. According to the 
statistical analysis RR has a p-value of 0.068 (>0.05) 
which means recognition and reward cannot be shown 
to have a significant positive influence on employee 
engagement in this study, and the hypothesis is therefore 
rejected.

Hypothesis H5 stated that management support has 
a positive influence on employee engagement. The 
statistical results reveal that MS has a p-value of 
0.553 (>0.05) which means that  management support 
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cannot be shown to have a significant positive influence 
on employee engagement in this study. The hypothesis 
H5 is therefore rejected.  Hypothesis H6 stated that 
growth and development have a positive influence 
on employee engagement. According to the statistical 
analysis GD has a p-value of 0.117 (>0.05) which means 
the hypothesis is rejected as growth and development 
cannot be shown to have a significant positive influence on 
employee engagement.

Hypothesis H7 stated that autonomy has a positive 
influence on employee engagement. The statistical 
results reveal that APE has a p-value of 0.714 (>0.05) 
which means that autonomy cannot be shown to have 
a significant positive influence on employee engagement 
in this study, and therefore H7 is rejected.  Hypothesis 
H8 stated that mission and purpose have a positive 
influence on employee engagement. According to the 
statistical analysis MP has a p-value of 0.659 (>0.05) 
which means that the mission and purpose cannot be 
shown to have a significant positive influence on employee 
engagement in this study, and therefore the hypothesis is 
rejected.

CONCLUSION

The objective of this paper was to develop a model that 
could be utilised by emergency medicine organisations to 
enhance the levels of engagement amongst their doctors 
as well as determine the perception of physicians into 
important aspects of their work and organisational lives. 
Findings indicate that doctors did not believe that their 
opinions were being heard and valued. Communication 
is a key driver of engagement (Holwerda, 2007) and 
therefore, it is recommended that a concerted effort 
be made to encourage communication amongst unit 
doctors. In addition, Doctors need to be given a forum to 
voice their opinion and need to be shown that their views 
are considered and valued through feedback. These 
forums will also allow the development of more personal 
relationships and the development of trust.

Medical doctors mostly found the nature of their job 
emotionally rewarding but only two fifths of respondents 

were regularly told how they contribute to the unit. Multiple 
studies (Kahn, 1992; Markova & Ford, 2011) have shown 
the power of cultivating intrinsic reward and its superiority 
over traditional monetary incentives. Recognition for 
doctors can be enhanced through regular communication 
and sharing of high levels of performance and celebrating 
success stories. 

Approximately half of doctors had been told what was 
needed of them for development and less than half 
actually had a development plan. Numerous studies 
have indicated growth and development as a key driver 
of engagement (Vance, 2006; Wellins, Bernthal & Phelps, 
2005). We propose that management needs to sit down 
with each of the doctors on a regular basis to chart the way 
forward within the organisation and formulate individual 
development plans which addresses skill deficiencies and 
highlight career needs.

Doctors responded positively to feeling empowered and 
being given authority. However, respondents did not feel 
that the same autonomy extended to decisions of an 
organisational and non-clinical nature. This finding aligns 
with Markos and Sridevis’ (2010) work on autonomy. We 
propose that physicians should be more involved in unit 
decisions that may affect them personally and that this 
would show that they are considered as partners and not 
just employees. 

The study revealed that engagement is an important 
psychological construct; it can be measured in 
organisations; it is correlated with positive business 
and medical outcomes; and managers are able to exert 
influence over it through the identified variables. Of 
these variables work-life and company alignment were 
found to have a direct and significant effect on physician 
engagement. 

Individuals are likely to perform at their best when their 
hearts and minds are aligned, both to the work they do 
and the organisation they work for. When engagement 
is considered at its most basic level it is, ultimately, 
a mechanism to achieve the most positive work 
environment; with the most motivated employees; being 
the most productive they can be; all while enhancing 
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their own sense of purpose and wellbeing. This may 
appear idealistic but does not make it any less worthy 
of striving for.

Two limitations to the study were identified that also points 
to possible areas for future research. Firstly, the sample 
size of 66 respondents limits the generalisability of the 
results but, offers opportunity to expand the study to include 
other categories of medical practitioners. Secondly, there 
was a degree of sampling bias since there was a superior 
response rate from members higher up in the business 
organogram. A repeat study should endeavour to obtain 
a more even spread of responses including those from 
locum/part-time doctors.
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ABSTRACT

This cross-sectional study considers the impact of age on 
turnover intention of public sector employees (PSE) as 
mediated by organisational commitment dimensions and 
psychological contract types. Data was gathered from 211 
public sector employees in the Western Cape. The results 
showed that older PSE exhibited higher levels of affective 
commitment and continuance commitment than younger 
employees. However, younger PSE were found to hold 
stronger relational and balanced psychological contracts 
than older PSE. All age groups who held relational contracts 
experienced significant levels of emotional attachment 

and loyalty to their public sector organisation. The only 
group in the study that showed a significant relationship 
between transactional psychological contracts, low levels 
of affective and normative commitment, and increased 
intention to leave was the 35 to 49 year PSE group. These 
findings point to the importance of management designing 
specific people management strategies for each of the 
age groups within the South African context.

Key words: intention to leave; age; organisational 
commitment; psychological contract; public sector 
employees
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INTRODUCTION 

Labour turnover in any sector is a real challenge facing 
organisations today and none more so than the public 
sector. The costly effects of high turnover include the 
negative impact on productivity (Park & Shaw, 2013), 
institutional memory loss, replacement costs, and the 
loss of critical and scarce skills (Omotoye & Malan, 2011). 
In South African public sector, the impact of employee 
turnover does not only reflect poorly on organisational 
reputation but hampers the ability to effectively deliver 
quality services. Although age has not been thoroughly 
explored as a variable, various authors have examined 
the phenomenon of turnover, whether intended or actual, 
within the public sector in recent years (Caillier, 2013; Cho 
& Lewis, 2012; Moynihan & Landuyt, 2008). It has been 
suggested that because young employees are now better 
educated, they may be more willing to exit an organisation 
as a result of a person-organisation misfit than their older 
and possibly less educated counterparts (Groeneveld, 
2011). Therefore examining the impact that age might play 
in the turnover intention of individuals employed within the 
public sector is considered critical, particularly in light of 
the aging workforce within this sector (Ertas, 2015).

Problem investigated

Most individuals are drawn to public sector employment 
through a desire to do work that is useful to society (Ko 
& Han, 2013; Steijn, 2008). Therefore it follows that those 
individuals who believe an alignment exists between 
their own values and goals and that of their public sector 
organisation, are less likely to leave and generally exhibit 
better levels of satisfaction and performance (Bright, 
2008; Vandenabeele, 2009; Wright & Pandey, 2008). In 
the main, researchers have concluded that the intention 
to leave (ITL) attitudes of public sector employees and 
actual turnover to be statistically correlated. Findings 
however differ on the strength of the relationship between 
these two variables (Cho & Lewis, 2012; Jung, 2010; Lee 
& Whitford, 2007). Regardless of this relationship, having 
insights into the attitudes of employees allows public 
sector management to address employee concerns and 
fulfil their employees’ psychological contracts in order to 
improve commitment and retention rates. 

The degree to which public sector organisations satisfy 
their employees’ psychological contracts is considered to 
be a key success factor in the employment relationship 
(Conway, Kiefer, Hartley, & Briner (2014) and contributes 
to lower turnover rates. The link between various types 
of psychological contract – transactional, relational, and 
balanced – and organisational commitment dimensions 
has also been established (Teague, Aiken, & Watson, 
2012). Although age differences regarding turnover 
intention have not been extensively explored in the 
literature, recent North American studies found that 
younger employees were more likely to report an intention 
to quit their public sector organisations than their older 
counterparts (Ertas, 2015; Pitts, Marvel, & Fernandez, 
2011). This paper explores the issue of intention to leave 
(ITL) across age cohorts within the South African public 
sector and further considers whether ITL is mediated by 
organisational commitment dimension and psychological 
contract type. 

Literature review

Organisational commitment and public sector 
employees

Organisational commitment (OC) is defined as the 
employee’s emotional attachment to an organisation 
(Mowday, Steers, & Porter, 1979) and influences the 
kind of psychological bonds between employee and 
employer (O’Reilly & Chatman, 1986). Allen and Meyer 
(1990) describe three forms of OC: Affective – where the 
employee shows an emotional attachment, identification, 
and involvement in the organisation; Continuance – 
where the employee considers the costs or implications 
of leaving the organisation; and Normative – where the 
employee indicates a perceived obligation to stay with 
the organisation. All three dimensions of OC are linked 
to intention to leave (Meyer, Stanley, Herscovitch, & 
Topolnytsky, 2002). A commonly held view is that if both 
parties to the employment relationship continue to deliver 
and uphold their part of the employment deal, employees 
should, over time, intensify their levels of OC and their 
intention to leave the organisation should decrease.  
Studies indicate the strongest and most negative 
correlation between affective commitment and turnover 
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intention (Blau & Holladay, 2006; Kim & Brymer, 2011), 
although the link between specific antecedents of both 
normative commitment and continuance commitment has 
also been established (Meyer et al., 2002). PSE were 
found to show a sense of obligation to their employers 
(implied in the normative commitment descriptor) and 
an intention to remain with the public sector employer 
as they feel obligated to stay (Addae, Parboteeah, & 
Velinor, 2008). The features of continuance commitment 
include the high costs of leaving an organisation, such 
as pension termination, transferability of job skills, and 
potential relocation (Allen & Meyer, 1990). These may 
provide insight into why PSE remain with the public sector 
for long periods of time (Wang, Indridason, & Saunders, 
2010). Furthermore it has been shown that trust in 
senior management can negatively affect continuance 
commitment in the public sector, thereby influencing 
turnover intention (Albrecht & Travaglione, 2003). 

The public sector has often been recognised, in comparison 
to the private sector, as having low employee turnover 
(Hwang & Kuo, 2006) which may point to good levels of job 
satisfaction or OC (Cooper-Hakim & Viswesvaran, 2005).  
It is also claimed that jobs in the public sector provide 
more of a worthwhile sense of accomplishment and have 
increased task significance in comparison to those in 
the private sector (Manolopoulos, 2008). Coupled with a 
perception of increased job security and steady income 
(Lewis & Frank, 2002), these factors may be contributors 
to the low turnover amongst PSE. However, there are 
also factors that could impact employee commitment 
and potentially cause PSE to leave their organisation 
such as a lack of training, development and mentoring, 
poor leadership, and lack of communication (Holmes, 
Chapman, & Baghurst, 2013). 

Psychological contracts of public sector employees

Few studies have focussed specifically on the relationship 
between the psychological contract and PSE intention 
to leave. PSE, it is argued, have robust and steadfast 
psychological contracts as opposed to employees in 
the private sector (Janssens, Sels, Van der Brande, & 
Overlaet, 2002). This may be due to different attraction 
factors as PSE are typically drawn to the public sector 

through values such as civic duty, making a difference to 
society and self-sacrifice (Vandenabeele, 2008). 

The psychological contract is central to the employment 
contract and deals with reciprocal exchange agreements 
between employer and employee. The psychological 
contract differs from the formal employment contract but 
is very real to the employee who holds it. It comprises 
an unwritten set of expectations and is dynamic and 
broader in nature. These contracts emerge from the 
expectations regarding what employees will contribute 
to the organisation and what the organisation will, in 
return, provide to them (Rousseau, 1995, 2001). Three 
main types of psychological contract are found in the 
work environment: transactional (characterised by narrow 
scope and specific exchanges), relational (categorised 
by trust, belief and fairness), and balanced a hybrid of 
these two (Robinson, Kraatz, & Rousseau, 1994). The 
more relational the psychological contract becomes, the 
less transactional, and vice versa (Conway & Briner, 
2002). Breach of the psychological contract occurs when 
employers are perceived to break or renege on promises 
made to the employee (Coyle-Shapiro & Kessler, 2002) 
and when an employee experiences incongruity between 
the expectation of an obligation and the actual fulfilment 
of that obligation by the organisation (Anderson & Schalk, 
1998). Breach, therefore, has an impact on turnover 
intention.

It can be argued that when employees’ expectations 
are not fulfilled, negative behaviour and high turnover 
intentions can occur (Linde & Maritz, 2013). The nature 
of the employment relationship, as measured through 
psychological contract fulfilment, directly affects PSE 
intention to leave. When employees perceive only minimal 
interest from the employer, they are likely to react with 
lower levels of commitment, trust, loyalty, and performance. 
Social exchange theory posits that the psychological 
contract has a direct association with OC (Blau, 1964). 
A positive relationship between employees and their 
organisation is likely to result in a positive psychological 
contract and consequently encouraging and productive 
outcomes for both parties. This kind of relationship 
reinforces the employee’s level of OC and ensures a 
level of reciprocity (Farndale, Van Ruiten, Kelliher, & 



HUMAN CAPITAL MANAGEMENT, ORGANISATIONAL BEHAVIOUR AND LEADERSHIP
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  352
ISBN 978-0-620-71113-5

Hope-Hailey, 2011; Ng & Feldman, 2008). Conversely, 
direct psychological contract breach affects employees’ 
reported commitment to the organisation (Teague et al.,  
2012).

Intention to leave, organisational commitment, 
psychological contract, and age groups

Age is a pertinent factor in studies examining OC and 
turnover intention. Differences were found between 
reduced affective commitment and turnover intention 
across generational groups (Cennamo & Gardner, 2008) 
and high levels of affective and normative commitment 
have been linked to older employees (Ferreira & 
Coetzee, 2010). In the public sector, age has been 
observed to influence organisational loyalty, commitment 
and turnover intention (Moynihan & Landuyt, 2008). 
Age differences have also been found when exploring 
employee psychological contracts (Hess & Jepsen, 2009; 
Lub, Bijvank, Bal, Blomme, & Schalk, 2012). 

Studies linking organisational commitment and the 
psychological contract to ITL are rare. This review sets 
the theoretical foundation against which the case of 
PSE in South Africa can be considered.  While several 
studies on the psychological contract have been 
undertaken in South Africa (Lee & Faller, 2005; Linde 
& Maritz, 2013; Wöcke & Sutherland, 2008), none have 
focussed on the public sector and only one has explored 
the psychological contract’s relationship to turnover 
intention (Van der Vaart, Linde & Cockeran, 2013). The 
literature suggests connections between organisational 
commitment, the psychological contract, and turnover 
intention (Alcover, Martīnez-Īñigo, & Chambel, 2012). 
Bringing these concepts to bear on the research setting 
of the public sector allows for a deeper understanding of 
the employment relationship, both in its current form and 
also through increasing awareness of how PSE may act 
in the future.

Research methodology

A cross-sectional quantitative survey approach was 
deemed appropriate for three key reasons:  numerous 
similar studies on organisational commitment (Allen 

& Meyer, 2002) use this approach; the study sought to 
compare different age groups across a single moment 
in time; and use of a questionnaire allowed data to be 
collected from a large group in a relatively short period. 

Sampling 

Purposeful sampling was used to ensure that the sample 
comprised public sector employees. The respondents 
were PSE workers employed in a department of the 
Western Cape government. As confidentiality was 
assured, the department is not identified in this article. 
A total of 628 participants, including both permanent and 
contract employees, were approached through an online 
request outlining details of the study. Interns on short-
term contracts – 119 employees – were excluded from the 
study as the inclusion of this group had the potential to 
skew the results. According to the literature, psychological 
contracts, especially relational and balanced types, take 
time to develop.  The possible sample was thus reduced 
to 509 employees. The final sample consisted of 211 
PSE. This ensured a 41.5% response rate. 

Materials 

The study used three scales to measure organisational 
commitment dimension, psychological contract type, and 
intention to leave.

Organisational Commitment scale

The organisational commitment scale consisted of 18 
items encompassing the three dimensions of OC (Meyer, 
Allen, & Smith 1993). Items from the scale included “I. 
I really feel as if this organisation’s problems are my 
own” (affective commitment); “Right now, staying with my 
organisation is a matter of necessity as much as desire” 
(continuance commitment); and, “I would feel guilty if I 
left my organisation now” (normative commitment). Four 
items of the scale were reverse-coded. The scale uses 
a seven-point Likert scale (1 = strongly disagree; 2 = 
disagree; 3 = somewhat disagree; 4 = undecided; 5 = 
somewhat agree; 6 = agree; 7 = strongly agree). This 
scale has been widely used and has established good 
reliability and factor structures. Meyer et al. (1993) 
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reported internal reliability ranging from 0.70 to 0.95 with 
a total reliability score of 0.70. This study produced a 
Cronbach alpha of 0.84.

The Psychological Contract Inventory

The Psychological Contract Inventory (PCI; Rousseau, 
2008), a validated tool, was chosen to gather data 
regarding the types of psychological contracts. The 
measure uses a five-point Likert scale for response 
purposes (1 = not at all; 2 = slightly; 3 = somewhat; 4 = 
moderately; 5 = to a great extent). The PCI measures 
employees’ perception of a) their own obligations and 
commitments to the organisation (Part 1 – 28 items) and 
b) the employer’s obligations and commitment to the 
employee (Part 2 – 28 items). Participants were asked 
to rate statements such as “I am under no obligation to 
remain with this organisation” (transactional contract); “I 
protect this organisation’s image” (relational contract); 
and, “I actively seek internal opportunities for training 
and development” (balanced contract) in Part 1 
and “I have limited involvement in the organisation” 
(transactional contract); “My employer shows concern 
for my long-term well-being” (relational contract); and, 
“My employer provides opportunities for promotion” 
(balanced contract) in Part 2. This study found a global 
Cronbach alpha of 0.82. 

Intention to leave scale

Intention to leave (ITL) was measured through the use 
of Landau and Hammer’s (1986) three-item scale. This 
measure also uses a seven-point Likert scale for 
response purposes. Participants rated statements such 
as “I am seriously thinking about leaving my job at the 
organisation”. Internal reliability was reported as 0.77 
(Landau & Hammer, 1986). This study found a Cronbach 
alpha of 0.90.

Generational cohorts have been defined as sharing 
common characteristics such as years of birth and 
significant life events that shape their developmental 
stages (Kupperschmidt, 2000). The parameters of these 
cohorts are hotly debated and contested. For purpose of 
the study, the work of Arsenault (2004) delineating the 
various age groups has been utilised.

Data analysis

Survey data were first exported to Excel before being 
coded as: Age 18 to 34/Generation Y = 1; Age 35 to 49/
Generation X = 2; and, Age 50 to 70/Baby Boomers = 
3. The four items in the OC scale were reverse-coded 
manually. SPSS 22 was used to perform the various 
statistical tests as per Table 1.

TABLE 1. OVERVIEW OF STATISTICAL TESTS

Hypothesis Statistical Tests

1. There are no differences in organisational commitment dimension 
across age of PSE 

One-way ANOVA and Tukey’s post-
hoc

2. There are no differences in psychological contract type across age of 
PSE

One-way ANOVA and Tukey’s post-
hoc

3. There are no significant relationships between PSE organisational 
commitment dimension, psychological contract type, and intention to 
leave the public sector organisation across age

Pearson Correlation
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Results

Profile	of	the	respondents

Demographic information was gathered from respondents 
(N=211) and included age, highest educational level, 
employment status, employment category, and length 

of employment with the current employer and within the 
public sector. Table 2 shows these demographics.

Table 2. Demographic profile

   N211 18-34 years
n=74

35-49 years
n=79

50 to 70 years
n=58

Pre-matriculation (incomplete high school) - - 3.45%
Senior certificate (completed high school) 8.11% 17.72% 17.24%
Diploma 20.27% 36.71% 22.41%
Undergraduate degree 20.27% 7.59% 24.14%
Postgraduate degree 39.19% 22.78% 29.31%
Master degree and above 12.16% 15.19% 3.45%
Support staff 35.14% 34.18% 25.86%
Professional 50.00% 26.58% 22.41%
Supervisor 1.35% 12.66% 13.79%
Manager 13.51% 26.58% 37.93%
Permanent employee 79.73% 96.20% 94.83%
Contract employee 20.27% 3.80% 5.17%
Length of service in the organisation
Less than 1 year 
1 to 5 years
More than 5 and less than 10 years
More than 10 years

6.76%
66.22%
25.68%
1.35%

5.06%
20.25%
35.44%
39.24%

1.72%
10.34%
20.69%
67.24%

Length of service in the public sector
Less than 1 year 
1 to 5 years
More than 5 and less than 10 years
More than 10 years

4.05%
55.41%
39.19%
1.35%

2.53%
10.13%
20.25%
67.09%

-
3.45%

10.34%
86.21%

PSE Age and organisational commitment

Organisational commitment of PSE has been measured 
through the use of the Meyer, Allen, and Smith (1993) 
scale that views OC along three parameters: affective, 
continuance, and normative. To establish the prevalent 

commitment dimension, a one-way between-subjects 
Analysis of Variance was undertaken establish differences 
in commitment dimension across age.
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Table 3: Age groups and organisational commitment dimension

Dependent Variable (I) Age_coded (J) Age_coded Mean Difference 
(I-J) Sig.

Affective Commitment Gen Y (18-34) Gen X -.251 .440
Boomer -.593* .022*

Gen X (35-49) Gen Y .251 .440
Boomer -.342 .264

Boomer (50-70) Gen Y .593* .022*

Gen X .342 .264
Continuance Commitment Gen Y (18-34) Gen X -.432 .114

Boomer -.518 .071
Gen X (35-49) Gen Y .432 .114

Boomer -.086 .926
Boomer (50-70) Gen Y .518 .071

Gen X .086 .926
Normative Commitment Gen Y (18-34) Gen X -.368 .257

Boomer -.334 .386
Gen X (35-49) Gen Y .368 .257

Boomer .035 .989
Boomer (50-70) Gen Y .334 .386

Gen X -.035 .989

Analysis of variance revealed a significant difference 
between the group means, F(2, 208) = 0.30, p = .03 for 
age and affective commitment. Post hoc Tukey’s HSD test 
revealed that a significant difference between Generation 
Y (M = 4.00, SD = 1.26) and Baby Boomers (M = 4.60, 
SD = 1.07) p = .02. This shows that Generation Y PSE 
have a lesser degree of affective commitment than Baby 
Boomer PSE. A significant difference was also seen 
between the group means, F(2, 208) = 0.50, p = .05 for 
age and continuance commitment. Post hoc analysis using 
Tukey’s HSD showed no significant difference between 
generational groupings. 

No significant differences were noted between the group 
means for age and normative commitment, F(2, 208) = 
0.24, p = .24.
 

Age groups and psychological contract

The PCI measures three types of psychological contracts: 
transactional, relational and balanced. To establish 
the prevalent types across these variables, a one-way 
between-subjects Analysis of Variance was undertaken 
establish differences across the PSE age groups. 
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TABLE 4: AGE GROUPS AND PSYCHOLOGICAL CONTRACT TYPE

Dependent Variable (I) Age_coded (J) Age_coded Mean Difference 
(I-J) Sig.

Transactional Gen Y (18-34) Gen X -1.632 .579
Boomer -3.116 .187

Gen X (35-49) Gen Y 1.632 .579
Boomer -1.484 .673

Boomer (50-70) Gen Y 3.116 .187
Gen X 1.484 .673

Relational Gen Y (18-34) Gen X -2.303 .301
Boomer -5.978* .001*

Gen X (35-49) Gen Y 2.303 .301
Boomer -3.675 .071

Boomer (50-70) Gen Y 5.978* .001*

Gen X 3.675 .071
Balanced Gen Y (18-34) Gen X 4.466 .170

Boomer 9.731* .001*

Gen X (35-49) Gen Y -4.466 .170
Boomer 5.265 .117

Boomer (50-70) Gen Y -9.731* .001*

Gen X -5.265 .117

Analysis of variance revealed a significant difference 
between the group means, F(2, 208) = 6.33, p = .002 for 
age and relational contract type. Post hoc Tukey’s HSD 
test revealed that Generation Y (M = 53.61, SD = 9.90) 
had stronger relational contracts than Baby Boomers (M 
= 59.59, SD = 8.62) p = .001. A significant difference was 
also seen between the group means, F(2, 208) = 6.54, p 
= .002 for balanced contract type. Post hoc analysis using 
Tukey’s HSD showed that Generation Y PSE (M = 81.16, 
SD = 13.67) had stronger balanced contracts than Baby 
Boomers (M = 71.43, SD = 15.04) p = .001. 

Age, organisational commitment, 
psychological contract, and intention to 
leave 

Pearson’s correlation was undertaken to measure the 
strengths of the relationships between PSE organisational 
commitment dimension, psychological type, and intention 
to leave before filtering for age. A strong negative 
relationship was observed between relational contracts 
and ITL across all age groups: Generation Y PSE (n=74) 
r = -.647, p = .000; Generation X PSE (n=79) r = -.665, 
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p = .000 and Baby Boomer PSE (n=58) r = -.409, p = 
.001. This was coupled with a strong positive relationship 
between relational contracts and affective commitment 
for Generation Y PSE (n=74) r = .610, p = .000; 
Generation X PSE (n=79) r = .608, p = .000 and Baby 
Boomer PSE (n=58) r = .428, p = .001. Very significant 
relationships were also found between relational contract 
and normative commitment for Generation Y PSE (n=74) 
r = .420, p = .000; Generation X PSE (n=79) r = .665, 
p = .000 and Baby Boomer PSE (n=58) r = .265, p = 
.045. Although more keenly felt by Generation X and 
then Generation Y, a relational psychological contract for 
PSE of all ages was positively correlated with affective 
and normative commitment and inversely related to the 
intention to leave the public sector organisation. 

The only age group that showed a significant positive 
relationship between transactional psychological 
contracts and ITL (n=79) r = .402, p = .000 was 
Generation X. Further significant negative relationships 
were observed for this age group between transactional 
contracts and affective commitment (n=79) r = -.353, 
p = .001 and transactional contracts and normative 
commitment (n=79) r = -.443, p = .000. This suggests that 
Generation X PSE who held transactional psychological 
contracts have low levels of both affective and normative 
commitment and indicated a likelihood of leaving their 
public sector organisation.

Only Generation Y PSE showed a negative relationship 
between balanced contracts and ITL (n=74) r = -.231, p 
= .047. Significant positive relationships were observed 
between balanced contracts and affective commitment 
(n=74) r = .335, p = .004. This finding suggests that this 
age group of PSE who held balanced contracts had no 
intention to leave their public sector organisation as their 
affective commitment levels were high.

Discussion

PSE Organisational commitment across age groups

OC has an acknowledged impact on public service 
motivation (Kim, 2009) and has regularly been suggested 
as a strong behavioural indicator (Moon, 2000). With 

regard to age, Baby Boomer PSE exhibited higher levels of 
affective commitment and continuance commitment than 
Generation Y PSE. This means that Baby Boomer PSE 
would typically exhibit more of an emotional attachment 
and involvement in the public sector organisation (Meyer 
et al., 2002). Support for the empirical outcome regarding 
lower levels of affective and continuance commitment for 
Generation Y compared to other generational groups has 
been established (Lub et al., 2012). However the results 
of this study only somewhat corroborate the finding that 
older South African employees showed higher levels of 
affective and normative commitment (Ferriera & Coetzee, 
2010). The significantly higher levels of continuance 
commitment show that employees in the latter stage 
of working life, paid close attention to, what Becker  
(1960) calls their “accumulated investments” in the 
organisation.  

PSE psychological contracts types across age groups
Generation Y PSE were found to hold stronger relational 
and balanced psychological contracts than Baby Boomer 
PSE. As relational and balanced contracts are more likely 
to develop over a longer employment period (Rousseau, 
1995), this finding is surprising as Baby Boomer PSE in 
the study had been with the public sector organisation 
for considerably longer time-periods (67.24% of the 
Baby Boomer PSE in the sample had worked for the 
organisation for more than 10 years) than younger 
employees (69.01% of the Generation Y PSE in the 
sample had worked for the organisation between 1 and 
5 years). 

This finding may point to underlying issues in the 
organisation that might have affected the older employees’ 
behaviour and attitudes and consequently their 
psychological contract. Although these were not explored 
in the study, contributory factors could also include issues 
such as intra-organisational mobility, autonomy, and 
work-life balance (Lub et al., 2012). Balanced contracts 
are typified by dynamic performance objectives, internal 
advancement, and external employability (Rousseau, 
1995) where the commitment displayed by both parties 
contributes to the other’s development and success, in 
particular enabling the employee to be more marketable 
(Rousseau, 2000). 



HUMAN CAPITAL MANAGEMENT, ORGANISATIONAL BEHAVIOUR AND LEADERSHIP
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  358
ISBN 978-0-620-71113-5

PSE age, organisational commitment, 
psychological contract, and intention to leave

Very significant relationships were found between relational 
contracts, high levels of affective and normative commitment, 
and reduced ITL. This correlation finds substantial support in 
the literature, particularly for affective commitment (Alcover 
et al., 2012; Blau & Holladay, 2006; Kim & Brymer, 2011: 
Herriot, Manning, & Kidd, 1997; McInnis, Meyer, & Feldman, 
2009) and to a lesser degree for normative commitment 
(Meyer et al., 2002). These results in the study highlighted 
that all PSE across age groups who hold relational contracts 
with the public sector organisation experience high levels 
of emotional attachment and loyalty to the public sector 
organisation. This indicates a high likelihood of significant 
employee motivation. These factors contribute significantly 
to a desire to remain with their employer.

The only age group in the study that showed a significant 
relationship between transactional contracts, low levels 
of affective and normative commitment, and increased 
turnover intention was Generation X. Hess and Jepsen 
(2009) confirmed a strong relationship between transactional 
contracts and affective commitment for this group. This 
implies that those PSE in the 35 to 49 year bracket have 
reduced intention to stay with their organisation. 

Turnover intention was negatively related to younger 
employees holding balanced psychological contracts, 
combined with high levels of affective commitment. 
This means that Generation Y PSE who held balanced 
psychological contracts were more willing to exercise 
additional effort for their organisation in return for investment 
in their development. This, in turn, related to lower turnover 
intention. This suggests that retention of this group can be 
achieved through investment in ongoing skills development, 
a finding commonly held in the literature (Lub et al., 2012).

Implications and recommendations for public 
sector organisations

This study showed significant links between various 
organisational commitment dimensions, psychological 
contract type, and intention to leave the public sector 
organisation across age. In particular, the findings showed 

that psychological contract type plays a significant role in 
explaining turnover intention of PSE. These findings imply 
that management within the public sector should carefully 
and constantly monitor PSE perceptions of the psychological 
contract. Improved fit can be enhanced between PSE and 
the organisation and the opportunity for breach could be 
reduced thus heightening organisational commitment, 
decreasing turnover intention and ultimately reducing actual 
turnover (Lub et al., 2012). 

Management may need to address overarching concerns of 
PSE while designing specific people management strategies 
for each of the age groups within the South African context. 
Very often when addressing these issues in the workplace, 
management tends to use a one-size-fits-all approach. 
Interventions targeting different age groups would be more 
successful while at the same time developing strategies to 
build a cohesive organisational culture (Wöcke & Sutherland, 
2008). Furthermore, public sector management should 
clearly articulate long-term goals, help PSE see how their 
work connects to broader organisational plans, and continue 
to ensure that their employees find meaning in their work 
through making a difference in terms of ongoing service 
delivery (Lavigna, 2014).

Importantly, human resource management in particular 
should take into account what employees themselves value, 
beyond merely the delivery of financial rewards (de Vos & 
Meganck, 2009). The public sector currently experiences 
difficulty attracting competent and capable individuals 
(Paterson, 2008). A common understanding needs to be 
created and maintained regarding mutual intentions whereby 
fulfilment of obligations, commitments and promises can be 
upheld by both parties (de Jong, Schalk, & de Cuyper, 2009). 
By failing to attend to the fundamentals of the employee-
employer relationship, we run the risk of turning intention to 
leave into actual exit from the public sector. 

Limitations, future research directions and 
conclusions

One limitation of this study is that all the variables were 
measured at the same time. This makes difficult to infer 
any causal relationships. Although it seems likely that a 
transactional psychological contract, coupled with lower levels 
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of OC, will increase turnover intention, it cannot be argued 
definitively unless tested in a longitudinal study. Secondly, 
even though self-report questionnaires are thought to be an 
appropriate method to measure organisational commitment 
(Allen & Meyer, 1990) and the psychological contract (Freese 
& Schalk, 2008; Rousseau, 1995), this data collection tool 
was the only source of information. 

Empirical research linking organisational commitment, 
the psychological contract, and intention to leave is not 
common. The current study is valuable in that it provided 
insight into these issues through a previously neglected 
group in the literature. Suggestions for future studies 
include a qualitative exploration of the reasons PSE 
experience a sense of connection and commitment to 
the public sector to provide a more nuanced insight 
into the motives and underlying challenges regarding 
incongruence in expectations across age groups. 

A second opportunity for future research is to gather 
information from public sector managers as data were only 
collected from public sector employees and produced an 
employee perceptive. Given that the psychological contract 
is premised on exchange and reciprocity, inclusion of the 
employer perspective will provide a fuller understanding 
of the employee-employer relationship. This could be 
designed to better describe the organisational and 
individual challenges in the public sector. 

Finally, a longitudinal study of this nature will establish 
whether organisational commitment dimension and 
psychological contract type are linked to actual turnover 
of PSE. Although no certainty can be brought to bear on 
the relationships between these aspects, the inherent 
objective of this study was achieved: to provide insights 
to both scholars and practitioners regarding the role of 
organisational commitment and the psychological contract 
in influencing various age groups of PSE to leave the 
public sector.  
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ABSTRACT

Previous research has indicated that a high performance 
culture is beneficial towards performance outputs. It is 
also an organisational culture that places increased levels 
of strain on employees. The increased levels of strain may 
possibly impact the sustainability of performance levels. 
The higher levels of strain could possibly elevate the 
desire of individuals to leave the organisation, depending 
on how they experience the job demands. The objectives 
of the study were to determine the possible relationships 
between a high performance culture, person-environment 
fit, mental health and intention to leave.

The results indicated that the relationship between a 
high performance culture and intention to leave is not 
significant. A strong positive relationship exists between 
person-environment fit and the three areas of mental 
health, namely psychological, social and emotional well-
being. In contrast to previous studies, psychological well-
being has proven to have a positive relationship with 
intention to leave. 

Key words:  Performance culture, person-environment fit, 
mental health, intention to leave.
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INTRODUCTION

Organisations’ pursuit towards optimising their outputs in a 
sustainable manner has proven to be a major challenge. It 
requires a workforce that applies their skills, experience and 
energy effectively on a continuous basis towards achieving 
organisational goals. A match between the characteristics of 
the workforce and the organisation supports a more effective 
use of employees’ efforts towards reaching organisational 
goals (Peltokorpi, 2008). An organisational culture that 
drives performance will further assist employees to achieve 
optimally and reach their full potential (Van Heerden & Roodt, 
2007). 

Studies over an 11-year period have found that companies 
characterised by a high performance culture grew four times 
more in revenue, twelve times more in stock price and 756 
times more in net income compared to the average of other 
companies that are not characterised by a high performance 
culture (Kaliprasad, 2006). These results emphasise the 
impact that both people and the organisational culture can 
have on an organisation. It also emphasises the importance 
of work related practices amongst employees and the 
production and financial benefits of this.

The adaption process to a work environment is less 
demanding when a match exists between the characteristics 
of an individual and those of the environment (Nolan, 2012). 
The match between the characteristics of the individual 
and the environment refers to the person-environment fit 
(PE fit) (Black, Mendenhall, & Oddou, 2014). Research by 
Duffy, Autin, and Bott (2015) on PE fit indicates that a match 
between the characteristics of the individual and those of the 
organisation allows an individual to flourish within the work 
environment (Duffy et al., 2015). 

The more productive an employee is, the more beneficial 
it is for the organisation. High employee turnover, however, 
negatively affects the ability of employees to add value 
in that it reduces the organisation’s ability to perform at 
optimal levels for a continuous period (Merrill, Aldana, Pope, 
Anderson, & Grossmeier, 2013).  An increase in intention to 
leave is associated with a decline in mental health (Scanlan, 
Meredith, & Poulsen, 2013) and a decline in job satisfaction 
(Bonett & Wright, 2007). Job satisfaction is an outcome of 

positive PE fit (Hardin & Donaldson, 2014). Intention to leave 
is the major predictor of turnover (Bonett & Wright, 2007) 
which suggests that an increase in intention to leave reduces 
a performance culture’s capacity to achieve excellence.

PROBLEM INVESTIGATED

The objective of the study was to investigate whether 
employees will remain within a high performance culture. 
Also, to understand whether employees will remain within a 
high performance culture the study investigated the person-
environmental fit and employee well-being to understand 
whether these aspects will impact on the intention to 
leave. The main constructs of this study, performance 
culture, PE fit, employee wellbeing and intention to leave 
have been well conceptualised and researched, as shown 
in the introduction and literature review, the impact of a 
performance culture on intention to leave has not been 
well established. It is thus not clear whether the demands 
for excellence, which a performance culture propagates, 
increase employees’ intention to leave the organisation. 
It is also not clear whether a performance culture affects 
employees’ wellbeing. Furthermore, the role of PE fit in 
this equation is not clear.

Apart from the gap in literature, this study also addresses 
a practical problem: sustainable performance in a mining 
organisation and the well-being of employees. The impact 
of a performance culture in this specific environment on 
employees’ intention to leave is of importance for the 
organisation. The tough demands of a mining operation 
on its employees’ well-being and understanding of the 
role of PE fit in this particular environment could assist 
the organisation in its management of employees. The 
existing literature on the main constructs of the study will 
be discussed next.

LITERATURE REVIEW

High performance culture

A high performance culture is defined as a specific type 
of organisational culture that is associated with significant 
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benefits towards the success of an organisation (Eygelaar, 
2004). Kaliprasad (2006) refers to a high performance culture 
as the competitive advantage that helps organisations to 
grow more and faster than others. Van Heerden and Roodt 
(2007) explain that a high performance culture should be 
understood as an organisational culture with a specific set 
of values, beliefs, and assumptions. Performance is the 
simultaneous delivery in terms of the quality of the product 
or service delivered, the customer value experienced by 
the relevant customer and good financial performance 
(Pickering, 2007). A high performance culture continuously 
strives towards excellence in all these aspects (Eygelaar, 
2004). Eygelaar (2004) defines a high performance culture 
as the collective pursuit towards performance excellence, 
based upon the organisational culture’s values and beliefs. 
(Rosenthal & Masarech, 2003).

Risk tolerance was identified as one of the main driving 
values of a high performance culture (Rhodes, Dalrymple, 
Goffredi, Houghton, Martin-Weinstein, & Klein, 2002). It 
is not the acceptance of wreckless behaviour (Newman, 
2009). It is rewarding and encouraging employees to work 
on new ideas despite uncertain outcomes or initial failures 
(Rhodes et al., 2002). The manner in which management 
reacts towards and rewards new ideas will have a 
significant impact on the development of such behaviour 
(Sadri, 2014). A crucial element of risk tolerance is to 
learn from failures and not to repeat the same mistakes 
(Newman, 2009). Employees in cultures with a value of 
risk tolerance were found to put 18% more effort into their 
work, reflected 45% higher levels of commitment towards 
the organisation, experienced 33% higher levels of job-fit, 
and with performance outputs improving by 39% against 
that of the average (Rhodes et al., 2002).

Person-environmental fit (PE fit)

Jansen and Kristof-Brown (2005) defined PE fit as 
the compatibility between an individual and the work 
environment in terms of their fit of characteristics. PE fit 
suggests that certain characteristics of an organisation 
or the work environment are compatible with those of an 
individual (Nolan, 2012). 

PE fit is multi-dimensional construct which means that it 

requires an adjustment that is dependent on the differences 
between the individual and the work environment on a 
physical, psychological, and communication level (Nolan 
& Morley, 2013). PE fit consists of four elements, namely 
person-supervisor fit (PS), person-group fit (PG), person-
organisation fit (PO) and person-job fit (PJ) (Jansen & 
Kristof-Brown, 2014). PS refers to the level of congruence 
between the individual and the supervisor; PG refers to the 
level of congruence between the employee and the work 
group or team; PO to the level of congruence between 
the employee and the organisational culture; and PJ to 
the level of congruence between the employee and work-
related tasks. PE fit influences the individual’s state of mind 
due to the positive and negative experiences caused by 
the relation between individual characteristics and those 
of the work environment (Peltokorpi, 2008). The individual 
benefits through increased job satisfaction, reduced strain 
due to demands, and improved interpersonal relationships 
(Peltokorpi, 2008). 

Employee well-being

Mental health is the presence of positive symptoms such 
as happiness, mental balance, self-esteem, self-control, 
sociability, and social involvement (Catalino & Fredrickson, 
2011; Massè, et al., 1998). It is not determined by the 
absence of psychopathology; it is rather an indication of 
the presence of something good or positive (Catalino & 
Fredrickson, 2011; Keyes, 2005).

Dagenias-Desmarais and Savoie (2012) define 
psychological well-being (PWB) in a work context as the 
employee’s subjective positive work experience which 
involves satisfaction and positive emotions experienced 
at work. Positive emotions are an indication of a positive 
state of mind (Keyes 2005) and a positive state of 
mind is a symptom experienced by a person who is 
psychologically well (Bakker & Oerlemans, 2010). Keyes 
and Westerhof (2010) define psychological well-being 
(PWB) as “positive individual functioning in terms of self-
realisation” (p. 110). The term PWB specifically focuses on 
an individual’s functioning in life (Keyes, 2013). PWB is a 
subjective judgement of an individual’s functioning in life 
as a whole. It is not limited to only one area of a person’s 
life. PWB represents a person’s motivation to perform; 
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his/her experience of relationships; locus of control; his/
her feeling of growth and being valued; and his/her self-
evaluation (Keyes, 2002).

Bakker and Oerlemans (2010) define social well-being 
(SWB) as a state of positive evaluation of a person’s life. 
Another definition by Keyes and Westerhof (2010) include 
“positive societal functioning in terms of social value” (p. 
110). SWB is the balance of positive and negative emotions 
that people experience in terms of their evaluation of their 
psychological and social functioning (Keyes, 2002). SWB 
is individuals’ evaluations of their own lives influenced by 
the balance between positive and negative emotions due 
to their social functioning (Bakker & Oerlemans, 2010; 
Keyes, 2002). Emotional well-being (EWB) is individuals’ 
satisfaction with life and indicates the absence or presence 
of positive emotions. These three constructs include all the 
factors of mental health in terms of positive functioning, 
meaningful relationships, and the ability to adapt to and 
cope in the environment (Keyes, 2002).

Intention to leave

The relationship between a high performance culture 
and mental health determines whether an employee is 
experiencing the work environment in a positive or negative 
manner. This state of mind has an impact on an individual 
in terms of whether or not the person wants to continue in 
the current work environment (Hussein, Moriary, Stevens, 
Sharpe, & Manthorpe, 2013). This desire is measured as 
a person’s intention to leave, which is one of the strongest 
predictors of actual employee turnover (Hussein et al., 
2013).

Paille (2011) found that stressful work relates to negative 
emotions and increases the intention to leave. Karimi, 
Leggat, Donohue, Farrell, and Couper (2013) determined 
that when factors threaten an individual’s well-being, the 
individual also reflects a higher intention to leave. 

Summary of the constructs

Söderberg et al. (2014) found that high job strain which is 
a characteristic of a high performance culture increases 
employee turnover. Research conducted by De Croon, 

Sluiter, Blonk, Broersen, & Frings-Dresen (2004) confirms 
this, stating that employees who experience continuous 
high job strain are more likely to resign voluntarily from 
the organisation. Such employees are inclined to look for 
opportunities to withdraw from the situation (De Croon et 
al., 2004). 

Performance culture has been identified as a culture that 
is focused on performance excellence. In this process, the 
culture places high demands on employees (Eygelaar, 
2004; Kaliprasad, 2006). These demands pressure 
employees to accept and adapt to the values, beliefs and 
assumptions of the performance culture (Kummerow & 
Kirby, 2010; Schein, 2010). These beliefs and assumptions 
are conveyed to the new members of the group through 
socialisation and communication (Schein, 2010). 

The demands to adapt to the performance culture and to 
achieve performance excellence increase employees’ job 
strain. Job strain is instrumental in encouraging employees 
to look for different opportunities to withdraw from the 
situation (De Croon et al., 2004; Söderberg et al., 2014). 
This suggests that the demands of the culture increase 
employees’ intention to leave.

Bonett and Wright (2007) emphasise the importance of job 
satisfaction as well as PWB. They state that an employee’s 
intention to leave is at its highest when both PWB and job 
satisfaction measured low. Brunetto, Teo, Shacklock, and 
Farr-Wharton (2012) support this finding, stating that PWB 
and job satisfaction decrease an employee’s intention to 
leave. 

PE fit relates to mental health in that PWB requires 
individuals to feel that they can add value and are 
productive (Bakker & Oerlemans, 2010). Positive PE fit 
relates to increased organisational commitment and overall 
performance which may improve this feeling of being 
able to add value (Kristof-Brown et al., 2005; Peltokorpi, 
2008). Social well-being is dependent on an individual’s 
ability to build constructive relationships with his/her fellow 
colleagues or supervisors (Keyes, 2002); something that is 
difficult when there is low PE fit (Vogel & Feldman, 2009). 
Emotional well-being relates to the positive and negative 
emotions that individuals experience in the process of 
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adapting to the work environment (Keyes, 2002; Kristof-
Brown et al., 2005).

RESEARCH HYPOTHESES

Hypothesis 1:  A high performance culture as measured 
per organisational unit relates negatively to intention to 
leave.

Hypothesis 2:   negative relationship exists between PE 
fit and intention to leave.

Hypothesis 3:  A negative relationship exists between 
the different areas of mental health and intention to leave.

Hypothesis 4:  PE fit relates positively to the different 
areas of mental health.

RESEARCH DESIGN

Research environment

The study focuses on the South African mining 
industry, because it is an industry that depends 
heavily on quality performance. It is an industry that 
is characterised by labour intensive operations, male-
dominated environments and diverse labour forces. 
Mining companies such as the one selected for the 
study comprise broad, semi-independent structures. 
These sections consist of independent business units 
overseeing specific shafts. 

Research approach

This study used a quantitative research design to collect 
quantifiable data on which statistical analyses were 
done (Delost & Nadder, 2014). A cross-sectional design 
approach was utilised to examine various groups and 
individuals at a single point and time (Struwig & Stead, 
2001). The design was appropriate to test hypotheses. 
The approach was cost and time effective and therefore 
beneficial towards the study.

Research method

Research sample and sampling

The respondents needed to have a proper command of 
English and be able to read and write English. A convenient 
sampling method was used to identify teams of at least 
five within mining, engineering and services at the different 
business units who were willing to participate in the study. 
Participation was voluntary and confidentially was strictly 
adhered to. 550 self-report questionnaires were distributed 
to different departments within the company. 318 had been 
returned (58% response rate. The questionnaires were 
distributed to 90 teams of which full samples of five per 
sample had been obtained from 63 teams. The majority 
of the participants were male (82.1%) as can be expected 
in a male-dominated environment, with only 17.9% being 
female. Almost nine out of every ten participants were 
African (89.6%), while Caucasian were 8.50% and Indians 
1.90% Three functional areas where represented. Mining 
comprised 47.50% of the total, engineering 17.90% and 
services 34.60%. The job level consisted of four levels, 
namely Category 4-8 labourers (37.40%), miner/artisan 
(17.30%), officials (40.50%) and managers (2.80%). The 
length of service differed between 0-5 years (12.30%), 
6-10 years (37.40%), 11-15 years (19.80%), 16-20 years 
(13.20%), 21-25 years (6.60%) and more than 25 years 
(10.70%). The age groups of the participants were skewed 
towards the middle years, between 31 to 50 years. The age 
groups were 20-30 years (14.20%), 31-40 years (35.80%), 
41-50 years (34%) and 51-60 years (16%).

Measuring instruments

The following measuring instruments were used in the 
study:

Organisational culture profile (OCP; Sarros, Gray, Densten, 
& Cooper, 2005): Organisational culture was measured 
with the revised organisational culture profile (OCP). 
The measurement uses a seven-point Likert scale which 
measures seven factors representing the organisational 
culture. The seven factors proved reliable with Cronbach 
alpha coefficients larger than 0.7 (Welkowitz, Cohen, & 
Lea, 2012), namely competitiveness, α = 0.75; stability, α 
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= 0.66; innovation, α = 0.80; emphasis on rewards, α = 
0.80; supportiveness, α = 0.87; social responsibility, α = 
0.74; and performance orientation, α = 0.74 (Welkowitz et 
al., 2012). 

Risk tolerance was included in the study as a dimension 
of high performance culture as Rhodes et al. (2002) have 
identified this dimension as one of the most important values 
that predict performance within an organisational culture. 
However, past research has not included or measured risk 
tolerance as a dimension of performance or organisational 
culture. As risk tolerance has not been included in previous 
organisational culture studies, no measurement instrument 
could be found. Therefore, a risk tolerance instrument was 
designed for this study. The conceptualisations and definition 
of risk tolerance offered by Rhodes et al. (2002) were used. 
They defined risk tolerance as a single dimensional construct. 
Eight items were developed in relation to their definition to 
measure risk tolerance. The items were based on the two 
main focus points of the definition namely an environment 
where employees are encouraged to bring new ideas to the 
work place. Also, a none judgemental environment whereby 
an employee do not need to fear the backlash of the failure 
of an idea or uncertain outcomes. The items developed 
were (1) My supervisor embraces my ideas. (2) I feel my 
ideas are valued. (3) I am motivated to bring new ideas to 
the working place. (4) I easily communicate my ideas to my 
supervisor. (5) It is not worth telling my supervisor about my 
ideas. (6) My work related ideas are properly considered. 
(7) I fear the consequences if I try to implement a new idea. 
(8) I get rewarded for new ideas. 
These items were used for a pre-testing on a small group 
of respondents. According to the pre-test the items were 
reduced to four items on face validity. The final items used 
for the measurement were (1) “My supervisor embraces my 
new ideas”; (2) “I am motivated to bring new ideas to the 
workplace”; (3) “I fear the consequences if I try to implement 
a new idea”; and (4) “I receive acknowledgement from my 
supervisor for my ideas”. The items were measured on 
a Likert scale of one to seven (1 = strongly disagree; 7 = 
strongly agree). 

PO fit was measured with a three-item measuring instrument 
developed by Cable and DeRue (2002). A seven-point 
Likert scale (1 = strongly disagree; 7 = strongly agree) was 

used and two separate samples provided the measurement 
as reliable with Cronbach alphas of 0.91 and 0.92 (Cable 
& DeRue, 2002). Example items include: “My personal 
values match my organisation’s values and culture” (Cable 
& DeRue, 2002, p. 879).

PJ fit was measured by two scales, namely needs-supplies 
fit and demands-abilities fit (Cable & DeRue, 2002). Both 
scales were measured on a seven-point Likert scale (1 
= strongly disagree; 7 = strongly agree). The three-item 
needs-supplies fit was developed by Cable and DeRue 
(2002) and the reliability for two different samples were α 
= 0.89 and α = 0.93 (Cable & DeRue, 2002). The items 
for the needs-supplies fit measurement were, for example, 
“There is a good fit between what my job offers me and 
what I am looking for in a job” (Cable & DeRue, 2002, p. 
879). An example of the items in the demands-abilities 
fit measurement is “The match is very good between the 
demands of my job and my personal skills” (Cable & DeRue, 
2002, p. 879).

The measurement of PS fit consists of three items that 
measure the perceived similarity between the respondent 
and the direct supervisor (Turban & Jones, 1988). The items 
were measured with a five-point Likert scale (1 = Not at all; 
5 = Almost always). The Cronbach alpha for the original 
study proved reliable at 0.81 (Turban & Jones, 1988). Nolan 
(2012) confirmed the reliability of the measurement in a 
later study whereby the Cronbach alpha proved reliable at 
0.86. The instrument included items such as “My supervisor 
and I see things in much the same way” (Turban & Jones, 
1988, p. 229).

Vogel and Feldman (2009) developed the measuring 
instrument used to measure PG fit. The instrument consists 
of five items that are measured on a seven-point Likert scale 
(1 = strongly disagree; 7 = strongly agree). The Cronbach 
alpha indicate acceptable reliability for the measurement 
(α = 0.76) (Vogel & Feldman, 2009). The items of the 
measurement were, for example, “Working with the other 
people in my group is one of the best parts of this job” 
(Vogel & Feldman, 2009, p. 73).

Mental health continuum (MHC; Keyes, 2002): The MHC 
measures the dimensions of emotional, psychological, 
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and social well-being (Keyes, 2002) to determine mental 
health. A ten-point Likert scale (1 = Worst; 10 = Best) was 
used to measure the items. The emotional well-being 
dimension measures how often respondents experienced 
the six symptoms of positive affect of emotional well-being 
(Keyes, 2002). The symptoms measured for positive effect  
are cheerfulness, good spirits, being extremely happy, 
feeling calm and peaceful, satisfaction, and feeling full 
of life. Respondents were also asked to rate their overall 
evaluation of their lives at that point in time (0 = worst 
possible life overall; 10 = best life overall) (Keyes, 2002). 
The internal reliability for the positive affect scale is 0.91 
(Keyes, 2002).

PWB was measured with an 18-item instrument on a 
Likert scale of one (strongly disagree) to seven (strongly 
agree). The instrument measures self-acceptance, 
positive relations with others, personal growth, purpose 
in life, environmental mastery, and autonomy (Keyes, 
2002). The combined items had a Cronbach alpha of 
0.81 (Keyes, 2002). The items were, for example, “The 
demands of everyday life get me down” (Magyar-Moe, 
2008, p. 31).

Social well-being focuses on the extent to which 
individuals feel that they flourish in life (Keyes, 2002). The 
scale measures the five symptoms of social well-being, 
namely social acceptance, social actualisation, social 
contribution, social coherence, and social integration with 
three items each. The items are measured on a seven-
point Likert scale (1 = strongly disagree; 7 = strongly 
agree). The internal reliability for the scale is 0.81 (Keyes, 
2002). The items of this measurement included items 
such as “I believe people are kind” and “My community is 
a source of comfort” (Magyar-Moe, 2008, p. 31).

Intention to leave (ITL; Lichtenstein, Alexander, McCarthy, 
& Wells, 2004): The measurement consists of three 
items that measure a respondent’s intention to leave 
on a seven-point Likert scale (1 = strongly disagree; 7 
= strongly agree). The measurement has an acceptable 
internal reliability (α = 0.83) (Lichtenstein et al., 2004). 
The items include measurements of “I frequently think of 
quitting my job” and “I will probably look for a new job in 
the next year” (Lichtenstein et al., 2004, p. 328).

Statistical analysis

Statistical analysis was done utilising SPSS and Mplus. 
Descriptive statistics were used to analyse the data in 
terms of the means, standard deviations and inferential 
statistics. Raykov’s rho was used to test for the reliability 
of the results (Upton & Cook, 2008). 

The relationship between the different variables was 
explained with Pearson product-moment correlation 
coefficients. A statistical significance test was done 
on all the variables to establish the significance of the 
variables. The value for the statistical significance was set 
at a 95% confidence interval level (p ≤ 0, 05). Practical 
significance was used to establish the effect sizes and 
cut-off points were set at 0.30 for a medium effect and 
0.50 for a large effect (Cohen, 1988). Structural equation 
modelling (SEM) was used to determine the best model fit. 
The hypothesised model and other plausible models were 
constructed according to theory (Laursen, Little, & Card, 
2012). The model’s fit to the data were determine by the 
following fit indices: Chi-square (χ²),  Root Mean Square 
Error of Approximation (RMSEA), and the Comparative Fit 
Index (CFI).This is necessary due to the Chi-square test’s 
limitations in terms of sample sizes. These three tests 
were used to do the difference testing to determine the 
best model fit.

A multiple-regression equation was used for the path 
analysis between the independent and dependent 
variables. The multiple-regression analysis describes the 
portion of the dependent variables that was explained by 
the independent variables. These variances identify the 
significant and non-significant paths between the variables 
in order to establish which variables have a direct or 
indirect effect on each other. Multilevel models were used 
to analyse the cluster data (Geiser, 2012). Four possible 
theory driven statistical models were constructed to test the 
hypothesis. One to determine the intercept; the second to 
measure the first order variables; the third to measure the 
direct effects of the first and second order variables; and 
the fourth model measured the cross interaction between 
the first and second order variables. This was used to 
determine the intercepts and slopes which indicated the 
best model fit.
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RESULTS

Descriptive statistics and product-moment 
correlations

The data distributions presented the following results. 
There are data points that are significantly skewed - either 
positive or negative - and the kurtosis reflects sharp peaks at 
certain data points. A significant negative skewness exists 
in the data for organisational culture (-.516), PO fit (-.399), 
PJ fit (-.529), PG fit (-.974), PE fit (-.568), risk tolerance 
(-.455), person supervisor fit (-.460), emotional well-being 
(-.330), PWB (-.987) and mental health continuum (-.935). 
A significant positive skewness exists in the data for 
discipline (.257), length of service (.735), gender (1.680), 
race (3.274), and intention to leave (.689). Raykov rho (ρ) 
results confirm acceptable reliability measures for all the 
factors measuring above the cut-off point of 0.7 (Raykov, 
1997; 1998). All the correlations between the variables are 
statistically significant. All the first order variables have a 
practically significant correlation with the other variables, 
except intention to leave. Intention to leave does not have 
a practically significant correlation with any of the other 
variables.

Organisational culture consisted of four observed factors 
which have been determined by means of exploratory 
factor analysis. Factor one represents stability within the 
organisation (ρ = 0.84). Factor two represented excellence 
orientation (ρ = 0.95). The third factor embodies the 
emphasis on rewards (ρ = 0.83); whilst the fourth factor is 
risk tolerance which also proved reliable (ρ = 0.74). PE fit 
was measured by four observed variables as identified in 
previous research. The variables are PO fit (ρ = 0.90), PJ 
fit which has been measured in two dimensions, namely 
needs-supplies (ρ = 0.90), demands-abilities (ρ = 0.93), 
PG fit (ρ = 0.72), and lastly PS fit (ρ = 0.90). Mental health 
has been measured by three observed variables, namely 
emotional well-being (ρ = 0.85), PWB (ρ = 0.82), and social 
well-being (ρ = 0.73). The factors showed acceptable 
internal reliability.

The four performance culture variables, namely stability, 
excellence orientation, emphasis on rewards and risk 
tolerance showed a statistically significant correlation 

with observed variables for PE fit and mental health. The 
four factors also showed a positive practically significant 
correlation with a large effect with all the other variables 
except with emotional well-being, social well-being and 
intention to leave. The correlation with emotional well-
being and social well-being is practically significant and 
positive; however, it is with a medium effect for emphasis 
on rewards and risk tolerance. Intention to leave showed 
a negative correlation with the four variables of a high 
performance culture. This correlation is not practically 
significant; therefore indicating that the high performance 
culture does not have a significant impact on intention to 
leave.

The five variables of PE fit were PO fit, need-supply fit, 
demand-abilities fit, PG fit and PS fit. The correlations 
between these variables and all the other variables 
explained in this study were found to be statistically 
significant. These variables have also shown positive 
practically significant correlations with a large effect with 
all the other variables, except for EWB, SWB and intention 
to leave. The correlation between PS fit, EWB and SWB 
was only of a medium effect. The correlation between the 
factors of PE fit and intention to leave was negative and 
none was practically significant. This indicates PE fit did 
not have a significant effect on intention to leave.

The three variables of mental health, EWB, PWB and 
SWB were statistically significantly correlated with 
intention to leave. The three correlations were all negative 
correlations. None of the correlations between these three 
variables and intention to leave was practically significant, 
indicating that the three variables of mental health did not 
have a significant impact on intention to leave.

Measurement model

The measurement model measures the latent variables 
and their observed factors. The structural model examines 
the relationship between the latent variables (Laursen 
et al., 2012). The measurement model measured the 
relationship between PE fit with EWB, PWB, SWB 
and intention to leave. Emotional well-being’s (EWB) 
relationship with psychological well-being (PWB), social 
well-being (SWB) and intention to leave were also 
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measured. Additionally, PWB’s relationship with SWB 
and intention to leave was measured. Lastly, social well-
being’s relationship with intention to leave was measured. 
For the purpose of the measuring model a multiple linear 
regression robust estimator was used, because it takes 
skewness and kurtosis into account.

SEM was used to determine the model fit and to describe 
the path analysis. The χ² value was 707.47; the degrees 
of freedom (df) 478; and the p-value 0.00. It is important 
to note that the larger the sample size, the more sensitive 
χ² becomes and the more likely it is that χ² will not indicate 
a good model fit (Cohen, 1988). For this reason, it is 
important to use additional statistical analysis to confirm 
a good model fit. The RMSEA is one of the additional 
statistical methods utilised to confirm good model fit and 
needs to measure below 0.05 to indicate good model 
fit. The RMSEA for the model measured at 0.04 which 
confirms good model fit.

Two additional statistical methods were used to confirm 
good model fit, namely the Comparative Fit Index (CFI) 
and the Tucker-Lewis Index (TLI). Both these statistical 
methods needed to measure 0.95 or smaller to indicate 
good model fit. The CFI measured 0.95 and the TLI 0.95 
- confirming good model fit. The Standardised Root Mean 
Square Residual (SRMR) measured 0.059. These results 
indicate good model fit.

PE fit is positively correlated with EWB (β = 0.71; S.E. = 
0.05) and PWB (β = 0.72; S.E. 0.05). Both correlations are 
statistically and practically significant to a large effect. PE 
fit is positively correlated with SWB (β = 0.19; S.E. = 0.07). 
The correlation is, however, not statistically or practically 
significant. PE fit is negatively correlated with intention 
to leave (β = -0.23; S.E. = 0.07). This correlation is only 
statistically and not practically significant. 

EWB is positively correlated with PWB (β = 0.45; S.E. 
0.07). It is also statistically and practically significant to a 
medium effect. EWB is positively correlated with SWB; it is 
not, however, statistically or practically significant. EWB is 
negatively correlated with intention to leave (β = -0.22). It 

is, however, only statistically and not practically significant. 
PWB positively correlated with SWB (β = 0.09; S.E. = 0.07) 
and negatively with intention to leave (β = -0.04; S.E. = 
0.06). Both these correlations are neither statistically nor 
practically significant. This shows that the influence of 
PWB on SWB and intention to leave is insignificant. SWB 
is negatively correlated with intention to leave (β = 0.30; 
S.E. = 0.07). SWB is the only construct that is statistically 
and practically significantly correlated to a medium effect 
with intention to leave.

Structural model

Three theory-driven models were constructed to conduct 
a test to establish whether PE fit was preceded by mental 
health and intention to leave. Model 1 only tested the 
indirect pathways and excluded all the direct paths between 
the constructs. Model 2 only tested the direct paths to 
intention to leave. Model 3 included all the constructs and 
tested the direct and indirect paths. 

The RMSEA for Model 2 was 0.06 which is above the cut-
off point of 0.05. The AIC and BIC values for Model 2 were 
also significantly higher than the values for Models 1 and 
3. Model 2 did not have good model fit. Models 1 and 3 
proved to be very similar models. The RMSEA was below 
0.05 for both. Their AIC and BIC were very similar. AIC is 
slightly lower for Model 3 than for Model 1. Multiple linear 
regression (MLR) was used, therefore the Chi-square 
cannot be compared directly. The Chi-square difference 
test was conducted using the Satorra-Bentler formula to 
determine whether a difference exists between the three 
models as shown in Table 1.

TABLE 1: DIFFERENCE TESTING FOR COMPETING STRUCTURAL 

MODELS

Model ∆χ2 ∆df p-value

Model 1 2.42 1 0.12

Model 2 178.10 3 < 0.001**

** p < 0.01
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Another two theory-driven competing structural models 
were constructed and tested to establish the best model fit. 
Model 2 was found to be statistically significant. Difference 
testing was conducted to test which model fitted the data 
best. Model 2 showed a statistical significant difference 
from the competing model, meaning that the full model 
fitted the data better. Model 1 was not used; according to 
the difference testing, Model 1 did not differ significantly 
from the competing model. However, the full model 
showed better values according to AIC and SRMR. The 
RMSEA was the same for both models. This confirmed 
that of all the models the full model fitted the data best; 
the goodness-of-fit test also confirmed an acceptable fit 
to the data.

The model fit test for the full model showed the following 
results: The χ² value was 709.37, the degrees of freedom 

(df) 481. The RMSEA needed to measure below 0.05 - it 
measured 0.04. The cut-off point for the CFI and TLI was 
0.95. The CFI measured 0.95 and the TLI 0.95, which 
is acceptable. The SRMR measured 0.06 against a cut-
off point of 0.5, which is also acceptable. The AIC was 
33735.77 and the BIC 34160.88.

Figure 1 depicts the path analysis between the latent 
variables as determined by multiple regression analysis. 
The solid lines represent the significant regression paths, 
while the dotted lines signify non-significant regression 
paths. The structural model explains the regressions 
and the path analysis. The regressions were tested for 
intention to leave on PE fit, EWB, SWB and PWB. The 
regressions for EWB, SWB and PWB have all been 
tested on PE fit.

Emotional 
Well-being

R2 =0.49

Psychological 
Well-being

R2 =0.50

Social 
Well-being

R2 =0.03
Person- 

Environmental Fit
Intention to leave

R2 =0.15

β = 0.11 (S.E. = 0.12)β = 0.70** (
S.E. =

 0.05)

β = 0.71** (
S.E. = 0.05)

β = 0.26 (S.E. = 0.16)

β = 0.18** (S
.E. = 0.07)

β = 0.22* (S.E. = 0.10)β = 0.26** (S.E. = 0.07)

FIGURE 1. MULTIPLE REGRESSION ANALYSIS OF THE STRUCTURAL MODEL

PE fit has a negative relationship with intention to leave 
(-0.26) and is not practically significant (p > 0.05). This 

confirms Hypothesis 2 which states that there is a negative 
relationship between PE fit and intention to leave.



HUMAN CAPITAL MANAGEMENT, ORGANISATIONAL BEHAVIOUR AND LEADERSHIP
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  374
ISBN 978-0-620-71113-5

Intention to leave has a negative relationship with EWB 
(-0.11) and SWB (-0.26). The correlation is only practically 
significant for SWB to a large effect. This indicates that 
SWB has a larger impact on an employee’s intention to 
leave.

A significant finding of the study is the confirmation that 
PWB is positively related to intention to leave (0.22). The 
correlation is practically significant to a medium effect. 
This indicates that improved PWB increases employees’ 
intention to leave. This finding rejects Hypothesis 3 which 
states that there is a negative relationship between the 
different areas of mental health and intention to leave.

EWB (0.70), PWB (0.71) and SWB (0.18) have all shown 
to be positively related to PE fit. The correlations for EWB 
and PWB are both practically significant to a large effect. 
The correlation for SWB is practically significant to a 
medium effect. This confirms Hypothesis 4 which states 
that there is a positive relationship between PE fit and the 
different areas of mental health.

Multilevel analysis

This section describes the multilevel regression model for 
a two-level data set. Regression coefficients and variance 
components are utilised to estimate the parameters of the 
multilevel regression models. Maximum likelihood (ML) 
estimators and specifically multiple linear regressions 
(MLR) are the main estimators used in multilevel 
regression analysis. 

Four models have been constructed, namely M0, M1, 
M2 and M3. The first model tested, M0, established the 
intercept for intention to leave. The second model tested, 
M1, is the measurement of the first order variables, 
namely intention to leave, PE fit and mental health. The 
third model tested, M2, measured the second order 
variables, namely performance culture. The third model 
tested, M3, measured the direct relationships between 
both levels, the first and second order variables. The 
fourth model tested, M4, measured the cross interaction 
for the first and second order variables. The models with 
a lower deviance proved to be a better fit than the models 
with a higher deviance.

The inter-class correlation measured 0.12 (12%). M1 
shows that intention to leave is statistically significantly (p 
= 0.000) preceded by PE fit (β = -0.64, S.E. = 0.15), and 
the mental health continuum (β = 0.73, S.E. = 0.27) and 
p is smaller than 0.01. M2 shows that intention to leave is 
preceded by performance culture (β = -0.47, SE = 0.26, p = 
0.07); however, it is not statistically significant. Therefore, 
performance culture does not have a significant influence 
on intention to leave. Based on this finding, Hypothesis 1 
which states that there is a negative relationship between 
performance culture as measured per organisational unit 
and intention to leave is rejected.

The intercept-only model (M0) estimates the intercept 
at 3.02, which indicates the average intention to leave 
in the organisation for the employees. The variance 
of the employees-level residual errors, symbolised by 
σ²ₑ, is estimated at 2.70 (p < 0.01). The variance of the 
organisation’s-level residual errors, symbolised by σ²ᵤₒ, is 
estimated at 0.36 (p < 0.5). Both parameters for employee-
level are larger than the corresponding standard error; 
therefore being significant. Since the intercept-only model 
contains no explanatory variables, the residual variances 
represent unexplained error variance. The deviance is a 
measure of model misfit; when explanatory variables were 
added to the model, the deviance was expected to be 
reduced and it was. 

The second model (M1) includes PE fit, mental health 
continuum and performance culture as explanatory 
variables. The regression coefficient for mental health 
continuum is significant, which is 0.73. It therefore suggests 
that the mental health continuum does in fact mediate 
intention to leave at employee individual levels. PE fit was 
also significant at -0.57 (p < 0.01) and performance culture 
was not statistically significant (p > 0.05).

M4, the third model tested, consisted of the exploratory 
variables including variance components for the regression 
coefficients of PE fit and mental health continuum. The 
variance of the regression coefficients were for PE fit (β = 
0.15, SE = 0.39) and mental health continuum (β = 1.51, 
SE = 1.18). These variance components are not significant 
and therefore the regression slope for PE fit and mental 
health continuum is not supported by the data. Therefore, 
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Hypothesis 4 which states that the regression slope for PE 
fit and mental health varies across units is not supported.

CONCLUSION

The study found that a high performance culture does 
not have a significant impact on intention to leave. The 
measurement model indicated that none of the four 
factors - stability, excellence orientation, emphasis on 
rewards, and risk tolerance - that predicted performance 
culture is practically significantly correlated with intention 
to leave. The four factors were only statistically significant 
and reflected a low negative correlation with intention to 
leave. The multilevel analysis showed that performance 
culture relates negatively with intention to leave. However, 
the results were not statistically significant. Therefore, a 
culture that strives towards excellence by encouraging 
employees to innovate without fear of reprisal for mistakes 
will not drive away its members. Hypothesis 1 is rejected 
according to these results. These results indicate that 
employees are content with an environment that enables 
them to reach their full potential. Furthermore, this 
indicates that additional strain to develop employee skills 
and pressure towards improved production results will not 
increase turnover of employees.

The second hypothesis predicted that a negative 
relationship exists between PE fit and intention to leave. 
Kristof-Brown et al. (2005) found that an increase in job 
satisfaction and tenure are two of the outcomes of positive 
PE fit. Therefore, positive levels of PE reduce employees’ 
intention to leave and actual turnover (Liu, Lui & Hu 
2010). The multilevel analysis of data from the field study 
confirmed that PE fit precedes intention to leave. The 
constructs are negatively related. The structural model 
confirmed that the direction of the relationship between 
PE fit and intention to leave is negative. It also indicated 
that the direct relationship is not practically significant. 
The multilevel analysis also confirmed that the strength 
of this relationship between PE fit and intention to leave 
increases when the different areas of mental health are 
also considered in the model. These findings confirm the 
previous findings by Bonett and Wright (2007); Kristof-
Brown et al. (2005); and Liu et al. (2010). It also confirms 

Hypothesis 2 which states that PE fit is negatively related 
to intention to leave. This indicates that employees who 
do not associate with the work environment will look for an 
opportunity to withdraw from the environment.

The study also investigated the relationship between the 
different areas of mental health and intention to leave. 
Hypothesis 3 predicted that a negative relationship exists 
between the three different areas of mental health and 
intention to leave. The multilevel analysis of this study 
showed that emotional well-being and social well-being 
have a negative relationship with intention to leave. EWB 
was not practically significant; SWB, on the other hand, 
was practically significant to a large effect. PWB measured 
differently from the other areas of mental health and 
showed a positive relationship with intention to leave. This 
correlation was practically significant to a medium effect.

The results indicating that PWB is positively related 
to intention to leave are in contradiction with previous 
research which specifically indicated that PWB relates 
negatively to intention to leave. Bonett and Wright (2007) 
found that employees’ intention to leave is at its highest 
when both PWB and job satisfaction measure low, which 
is contrary to the findings of this study. This phenomenon 
may be explained by the unique environment that the 
mining industry creates and current state of economy. 
Possible explanations are that the mining industry offers 
limited opportunity towards career development within 
a single section of a team. To develop one’s career will 
require willingness to move to different areas which can 
include different areas or business units or operations for 
one. Another possibility worth exploring is to investigate the 
relationship between the increased feeling of being able to 
add value due to a positive PWB. Therefore the employee 
feel more marketable and optimistic of being able to get 
a job in another business environment outside of the 
harsh environment of mining. Therefore, the relationship 
between PWB and intention to leave could be associated 
with an individual’s ambitions. It may also be caused by 
the feeling of growth and/or motivation to perform (Keyes, 
2002) as a result of positive PWB. However, this will need 
to be investigated in future studies. 

The study found that only SWB and EWB are negatively 
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related to intention to leave. EWB was further found not 
to be practically significant, indicating that it does not 
have a significant impact on intention to leave. SWB was 
practically significant to a large effect. PWB has proven 
to have a positive relationship with intention to leave. 
Therefore, Hypothesis 3 which states that the different 
areas of mental health related negatively to intention 
to leave is rejected. SWB was confirmed as the mental 
health construct that has the strongest impact on intention 
to leave. This indicates that employees who are unable 
to build constructive relationships seek opportunity to 
withdraw from the environment. 

The existing literature indicated that the different areas 
of mental health and PE fit are related. Peltokorpi (2008) 
found that the positive and negative experiences in the 
work environment impact an employee’s state of mind. 
Individuals who feel that they can add value and are 
productive influence PWB (Bakker & Oerlemans, 2010); 
PE fit thus influences individuals’ performance (Peltokorpi, 
2008). PE fit impacts SWB in terms of individuals’ ability to 
build constructive relationships with their fellow colleagues 
or supervisors (Keyes, 2002). The presence or absence of 
positive emotions due to the individual’s ability to adapt to 
the work environment affects EWB (Keyes, 2002; Kristof-
Brown et al., 2005).

The multilevel analysis of this study established that emotional- 
and PWB relate strongly to PE fit.  Both correlations are also 
practically significant to a large effect. SWB also relates 
positively to PE fit, though not as strongly as emotional- and 
PWB. The correlation with SWB is practically significant 
with a medium effect. This finding confirms the findings of 
previous research and accepts Hypothesis 4. This indicates 
a two-way relationship. Employees who experience mental 
well-being will find it easier to adapt to the work environment. 
The experience of positive PE fit also improves an individual’s 
mental well-being.

The study made another important finding. The multilevel 
analysis determined that both PE fit and mental health are 
required in the workplace. The models that measured the 
direct effects of these two variables on intention to leave 
indicated significant, however not strong, relationships. The 
relationships between PE fit with intention to leave, and 

the different areas of mental health and intention to leave 
increased significantly when both constructs were included 
in the model. These findings show that employees are able 
to handle additional job strain caused by a high performance 
culture in the workplace and that it does not have a significant 
impact on their intention to leave. PE fit, psychological-, 
social- and emotional well-being are important constructs 
to consider in the workplace, as these constructs determine 
whether employees are able to adapt in the work environment 
and whether they will be willing to stay.

This study had several limitations. A cross-sectional 
research design was used and it does not analyse the 
causal relationships among the constructs, it only allows the 
researcher to interpret the causality between the constructs. 
A convenient sampling method can be biased as only groups 
who volunteer for the study were included. Data were 
collected from 63 teams to perform the multilevel analysis. 
This was sufficient to provide a 12% inter-class correlation 
which could improve with more teams. The environment 
in which the study was conducted is an unique and harsh 
environment. Also the difficult economy may also impact on 
a lower intention to due.  

MANAGERIAL APPLICATIONS

The fact that a performance culture did not make a 
significant impact on employees’ intention to leave 
suggests that there is no harm in instilling a culture that 
strives towards excellence. Additional job demands 
required by an excellence-driven culture where employees 
are encouraged to innovate without fear of reprisal for 
mistakes are beneficial towards the organisation and do 
not have a noteworthy influence on employees’ intention 
to leave.

The major factors an organisation will need to focus on 
are PE fit and the mental health of employees. The study 
showed that it is not sufficient to only ensure that employees 
fit in their environment or to focus only on mental well-being. 
The two constructs are required collectively to reduce 
employees’ intention to leave. An organisation needs to 
manage the employees entering the organisation and 
those already at the organisation to improve PE fit and the 
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three areas of mental health. This can be done through a 
pro-active and re-active process. Pro-active measures to 
holistically improve PE fit may include, but are not limited to:

• Recruitment and selection methods that can be 
improved to ensure that the characteristics of a 
new individual will fit with the characteristics of the 
organisation (Ingerick & Rumsey, 2014). 

• Job analysis and organisational analyses will assist 
the organisation before recruitment is initiated. 

To implement re-active measures to improve PE fit, 
the organisation needs to determine the areas where 
employees experience low PE fit. This can be done 
through surveys, interviews, focus groups and meetings. 
The identified areas can be addressed through specific 
developed measures. Such measures may include, but 
are not limited to:

• Offering specific training and development where 
the organisation identifies a low fit between the job 
demands and individual skills and abilities.

• Coaching can improve technical skills, person-group 
relationships and person-supervisor relationships. 

• Performance appraisals will assist in encouraging 
skills building, thus improving PJ fit.

• Internal transfers may be a consideration to improve 
PE fit of employees with low PE fit.

The organisation needs to address the mental health of 
employees as well. This can also be done pro-actively and 
re-actively. Pro-active measures to improve the different 
areas of mental health may include, but are not limited to:

• Recruitment and selection as the first step towards 
controlling and managing new employees entering the 
organisation. 

• A second measure is to identify employees within 
the organisation who are mentally healthy. These 
employees do not require assistance to improve their 

mental health, only measures that will help them 
maintain their mental health.

Re-active measures require the organisation to identify the 
different areas where employees experience low levels of 
mental health. This can be done through questionnaires, 
interviews, focus groups and meetings. These measures 
may include, but are not limited to:

• Performance appraisals that will also assist with PE 
fit, encouraging employees to add value. 

• Training and development is another measurement 
that can also assist PE fit and improve the skills and 
abilities of employees. 

• Relationship-building interventions can be done 
as a way to help employees build constructive 
relationships. 

A proper detailed induction process will assist new 
employees in terms of their adaption to a new environment. 
Regular follow-up sessions are advisable in order to manage 
the adaption process and to ensure that an employee’s 
mental health does not deteriorate during this time. 
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ABSTRACT

The local steel industry is under threat of cheap imports 
due to a structural oversupply of steel globally driven by 
Chinese suppliers as well as a slowdown in demand, both 
domestically and internationally, an onslaught of notices to 
retrench from steel companies, and scores more workers 
are working shorter work weeks. Job insecurity seems 
to be an issue in the steel manufacturing industry. Job 
characteristics, including lack of job security, are associated 
closely with decreased job satisfaction as well as general 
well-being. It is extremely important to investigate the 
satisfaction of workers because most individuals spend 
a large part of their career working. Using a cross-
sectional design (N=278), this contribution considers the 
relationship between and the role of job characteristics in 

job satisfaction in various steel manufacturing companies. 
Findings indicate that job resources (organisational 
support, growth opportunities and relationship with co-
workers) were significantly related to one another on the 
one hand and with intrinsic and extrinsic job satisfaction on 
the other hand. Regression analysis also seems to suggest 
that organisational support, relationship with co-workers 
and overload were significant predictors of intrinsic job 
satisfaction. Organisational support was also a significant 
predictor of extrinsic job satisfaction. Recommendations 
are provided for managers in the steel manufacturing 
organisations where the study was conducted as well as 
for future research.

KEYWORDS: Job characteristics, job resources, job 
demands, job satisfaction, steel manufacturing
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INTRODUCTION

The importance and challenges of the steel industry is 
perhaps best described by the chairman of one of the 
main steel manufactures in their Factor Report (2016). 
“Steelmaking remains a key strategic industry for South 
Africa, representing 1.5% of the country’s GDP and 
accounting for some 190 000 jobs. Steel plays a crucial 
beneficiation role for the country’s iron ore, adding 
R24.3 billion in value to its raw materials base. It also 
underpins several other key industries such as agriculture, 
construction, automotive and mining. South Africa has Sub-
Saharan Africa’s only primary steelmaking capability. This 
represents an opportunity for South Africa to supply steel 
to neighbouring economies, many of which are growing in 
excess of 5% per annum on average. However, the local 
steel industry is also under threat of cheap imports due to 
a structural oversupply (~240mtpa) of steel globally driven 
by Chinese suppliers. In addition, the overall performance 
of the South African economy has been weak to sustain 
strong steel demand. Overall, GDP growth rates have 
been below 5% since 2007, which is a requirement to 
sustain high demand. Overall, a GDP growth rate of 1.3% 
was recorded in 2015, down from 2.2% and 1.5% in 2013 
and 2014, respectively “(Makwana, 2016:3). 

Under the Mail and Guardian newspaper headline “SA steel 
industry on the brink of collapse”, Evans (2015) confirms 
the above by painting a bleak picture of the industry. 
Difficulties that the industry have to deal with include 
vortex of economic crises, including little protection for 
the local industry and dumping from China (even if a 10% 
import tariff is introduced, Chinese steel remains as cheap 
as cabbage), as well as a slowdown in demand, both 
domestically and internationally, an onslaught of notices to 
retrench from steel companies (at least 20 companies are 
retrenching), and scores more workers are working shorter 

work weeks. Job insecurity seems to be an issue in the 
steel manufacturing industry. Job characteristics, including 
lack of job security, are closely associated with decreased 
job satisfaction as well as general well-being (Heery & 
Salmon, 1999; Sverke, Hellgren & Naswall, 2002). It 
is extremely important to investigate the satisfaction of 
workers, because most individuals spend a large part of 
their career working (Liou, Tu, & Chang, 2012; Stamper & 
Johlke, 2003; Staw & Cohen-Charash, 2005). 

PROBLEM STATEMENT

People-focused topics have been forecast to be initiators 
of fundamental business transformation processes in 
companies for the next two decades in general (Claßen 
& von Kyaw, 2007) and as a key issue for future success 
(Schreiner, Altmann, Stenger, Korn, Dirksmeyer, Ludwig-
Ohm, & Graf, 2013). Another aspect is the increasing 
awareness of customers and society as a whole of the 
social dimension of sustainability (Lacy, Cooper, Hayward, 
& Neuberger, 2010), which has potential that is not yet 
addressed by a variety of sustainability evaluation 
systems (Meyerding, 2014b). The indicator subjective 
job satisfaction can be used as a key indicator for social 
sustainability and has many advantages compared to 
objectively measured indicators (Meyerding, 2014a). 
Measuring subjective job satisfaction supports companies 
by providing valuable information to cope with changes 
in their business environment (Meyerding, 2014b). 
This submission is aimed at adhering to these calls by 
investigating the role of job characteristics in job satisfaction 
of employees in the steel manufacturing companies. This 
paper considers the relationship between and the role 
of job characteristics in job satisfaction in various steel 
manufacturing companies. The hypothetical model that is 
being tested here is illustrated in Figure 1 below.
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Figure 1: Hypothesised model

LITERATURE REVIEW

Models explaining the role of job 
characteristics in employee attitudes

Work affects the well-being of employees (Rothmann, 
Mostert & Strydom, 2006). Numerous models have been 
proposed to explain the interface between the demands 
of a job and the resources available to the employee at 
work. These models include, but are not limited to, the 
Job Characteristics Model (Hackman & Oldham, 1976), 
the Job Demands Control model (Karasek, 1979), the 
Person-Environment Fit model (Lazarus & Folkman, 
1984), the Vitamin model (Warr, 1994), the Job Demands-
Resources (JD-R) model (Demerouti, Bakker, Nachreiner 
& Schaufeli, 2001), and the dual-process model (Schaufeli 
& Bakker, 2004). The Job Demands-Resources (JD-R) 
model is considered in this contribution. In addition, it is 
presumed that job resources will lead to job satisfaction 
and that a lack of resources and job demands will lead 
to ill health.

Job characteristics (Hackman & Oldham, 1976) have an 
influence on critical psychological states, which, in turn, 
influence personal and work outcomes (Bohlander & 

Snell, 2013). Positive psychological states are associated 
with high internal work motivation, high-quality work 
performance, high satisfaction with work, and low 
absenteeism and turnover (Bohlander & Snell, 2013). 
According to the well-known demand-control model (DCM; 
Karasek, 1979, 1998), job strain is particularly caused by 
the combination of high job demands (particularly work 
overload and time pressure) and low job control – “the 
working individual’s potential control over his tasks and 
his conduct during the working day” (Karasek, 1979: 
289-290). Therefore, one basic premise in the DCM is 
that employees who can decide themselves how to 
meet their job demands do not experience job strain 
(e.g. job-related anxiety, health complaints, exhaustion 
and dissatisfaction). There is indeed empirical evidence 
showing that particularly the combination of high job 
demands and low job control is an important predictor of 
psychological strain and illness (Karasek, 1979)

Work characteristics are generally assumed to be 
linearly related to the individual’s well-being at work, 
for example the higher the job control is, the better the 
well-being will be. Curvilinear associations are also 
discussed, i.e. whether too little or too much of some 
specific work characteristic is detrimental to well-being 
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(see Warr, 1987). The curvilinear relations between 
work characteristics and affective well-being are the 
main aspects of the Vitamin model developed by Peter 
Warr (1987, 1994, 2002, 2007). The Vitamin model has 
developed incrementally over time and the present form 
of the model includes altogether 12 work characteristics 
(Warr, 2007). These ‘work vitamins’ were selected 
originally for the model because they are applicable to 
all work environments and they are viewed as promoting 
or impairing employees’ well-being (Warr, 1987,  
2007).

The	Job	Demands-Resources	model	(Demerouti	et	al.,	
2001)

According to the developers of the Job Demands-
Resources model (Demerouti et al., 2001), every working 
condition can be categorised into two broad components, 
labelled job demands and job resources. Job demands 
are defined as tasks that have to be done, including 
physical, social and organisational aspects of the job that 
require sustained physical and mental effort. Examples 
are high work pressure, an unfavourable physical 
environment and emotionally demanding interactions 
with clients (Janssen, Peeters, De Jong, Houkes, & 
Tummers, 2004). Quantitative job demands refer to the 
amount of work required and the available timeframe, 
while qualitative workload involves employees’ affective 
reactions to their jobs (Cooper, Dewe, & O’Driscoll, 2001). 
Although job demands are not necessarily negative, 
they may turn into job stressors when meeting those 
demands requires high effort from which the employee 
has not adequately recovered (Meijman & Mulder, 1998). 
This study investigates the role of job demands, such as 
overload and insecurity, in employee outcomes such as 
subjective experiences of productivity, job satisfaction 
and intentions to quit.  

Job resources are those physical, psychological, social or 
organisational aspects of the job that may be functional 
in achieving work goals, reducing job demands (with the 
associated physiological and psychological costs), and 
stimulating personal growth and development (Demerouti 
et al., 2001). In terms of this definition, job characteristics, 
such as variety, independence, opportunities for learning 

and participation, opportunities to participate, role clarity, 
effective communication, advancement, remuneration 
and good relationships with supervisors and colleagues 
create psychological meaningfulness and safety for 
employees, which are needed to be engaged in one’s 
job (Frey, Jonas, & Greitemeyer, 2003; May, Gilson, & 
Harter, 2004). Job resources are valued in their own 
right or because they are means to the achievement or 
protection of other valued resources. Job resources may 
be located at the level of the organisation at large (e.g. 
pay, career opportunities, job security), the interpersonal 
and social relations (e.g. supervisor and co-worker 
support, team climate), the organisation of work (e.g. role 
clarity, participation in decision making), and at the level of 
the task (e.g. skill variety, task identity, task significance, 
autonomy, performance feedback) (Bakker & Demerouti, 
2007: 312-313). This contribution considers the role of 
job resources such as organisational support, growth 
opportunities and advancement and pay in employee 
outcomes such as subjective experiences of productivity, 
job satisfaction and intentions to quit.  

South African studies have reported findings in support of 
the JD-R model (Bakker & Demerouti, 2007; Demerouti 
et al., 2001; Schaufeli & Bakker 2004). These results 
suggest that different work characteristics can be grouped 
into two categories, corresponding to the theoretical 
categories of job demands and job resources, in different 
organisations. Studies by Fourie (2003), Jackson and 
Rothmann (2005), Jackson, Rothmann and Van de Vijver 
(2006), Koekemoer and Mostert (2006), Rothmann and 
Jordan (2006), Rothmann et al. (2006), Rothmann and 
Jorgensen (2007), Rothmann and Buys (2011), Van 
der Merwe and Jackson (2013), Barkhuizen, Rothmann 
and Van de Vijver (2014), Asiwe, Hill and Jorgensen 
(2015) all yielded two-factor structures, suggesting that 
job demands and job resources are characteristics of 
work environments. Despite the numerous evidence of 
South African studies supporting the JD-R model and 
the reliability of the JDRS, neither the JD-R model nor 
the reliability of the JDRS has been tested in the steel 
manufacturing industry in South Africa.  In addition, very 
little is known about the role of job characteristics (job 
demands and job resources) in job satisfaction in the 
steel manufacturing industry in South Africa.
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Job satisfaction: Importance and 
conceptualisation

It has long been recognised that employees’ job attitudes 
(e.g. job satisfaction, organisational commitment), defined 
as “evaluations of one’s job that express one’s feelings 
toward, beliefs about, and attachment to one’s job” (Judge 
& Kammeyer-Mueller, 2012:343), can have important 
implications at work (e.g. performance, withdrawal) (Brief, 
1998; Judge & Kammeyer-Mueller, 2012; Schleicher, 
Hansen, & Fox, 2010). Their practical and empirical 
relevance has maintained the prolific nature of job 
attitudes research for nearly a century. Indeed, Judge and 
Kammeyer-Mueller (2012) recently reported a literature 
search revealing 33 348 records for ‘job attitudes’, ‘work 
attitudes’, ‘job satisfaction’, or ‘organisational commitment’. 
When preparing this paper, I found a staggering 2 870 000 
records for only ‘job attitudes’ and 2 580 000 records for 
‘job satisfaction’ on Google Scholar four years later in 
2015. This seems to confirm the notion of the popularity 
of employee attitudes (especially job satisfaction) as 
one of the most widely discussed and studied constructs 
in disciplines such as psychology, human resource 
management, organisational management, economics 
and healthcare (Castaneda & Scanlan, 2014). Despite 
their empirical popularity, there remains much to learn 
about job attitudes, especially within the South African 
steel manufacturing context.

The assessment of job satisfaction is important and 
relevant for a number of reasons. Firstly, job satisfaction is 
relevant for scholars interested in the subjective evaluation 
of work conditions, such as job characteristics (Schjoedt, 
2009). Secondly, job satisfaction is relevant for managers 
and researchers interested in organisational outcomes, 
such as organisational commitment (Rutherford, Boles, 
Hamwi, Madupalli, & Rutherford, 2009; Tsai & Huang, 
2008), organisational citizenship behaviour, absenteeism, 
turnover or intentions to quit the job (DeConinck & Stilwell, 
2004; Rutherford et al., 2009). Thirdly, job satisfaction 
is assumed to be associated with various relevant job 
aspects, such as organisational commitment (Jackson 
& Sekhosana, 2011; Jackson & Vahed, 2013; Yavas & 
Bordur, 1999). 

Job satisfaction is an affective (emotional) reaction to a job, 
which stems from the incumbent’s comparison of actual 
outcomes with the required outcomes (Cranny, Smith, & 
Stone, 1992). According to Weiss, Dawis, England and 
Lofquist (1967), employees seek to achieve and maintain 
correspondence with their environment. Correspondence 
with the environment can be described in terms of the 
individual fulfilling the requirements of the environment, 
and the environment fulfilling the requirements of the 
individual (Cook, Hepworth, Wall, & Warr, 1981). This 
means that employees would experience job satisfaction 
if they feel that their individual capacities, experience 
and values can be utilised in their work environment 
and that the work environment offers them opportunities 
and rewards (Dawis, 1992; Roberts & Roseanne, 1998). 
According to Sutherland and Canwell (2004) and Lee, 
Magnini, and Kim (2011), job satisfaction refers to the 
attitude that employees have about the work they carry 
out, and the level of satisfaction that correlates with the 
degree of involvement people have within the organisation.

Job characteristics and job satisfaction 

Researchers have mainly taken on three approaches to 
research, define and explain what it is that makes people 
satisfied or dissatisfied with their jobs. The first approach 
is where the environment or situation leads employees 
to be satisfied or dissatisfied (situational approach). 
Situational features or dimensions include, among others, 
teamwork, leadership traits, recognition, communication, 
organisational culture, the work itself, working conditions, 
rank of the employee and remuneration. According to 
Arvey, Carter and Buerkley (1991), situational factors 
account for 40 to 60% of the variance in job satisfaction. 
The second approach is where the disposition or 
personality of the employees determines whether or not 
they will like or dislike the job (dispositional approach). A 
third approach is that which combines the situational and 
dispositional approaches (interactional approach). This 
approach identifies that there needs to be a person-job 
fit due to different individuals being satisfied with different 
job conditions (Spector, 2000; Schneider & Dachler, 
1978). This paper follows a situational approach to the 
study of job satisfaction by considering job resources 
(organisational support, growth opportunities and relations 
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with co-workers) and job demands (overload and job 
insecurity) as predictors of job satisfaction. The situational 
approach is considered here; more specifically, the role of 
job characteristics such as organisational support, growth 
opportunities, relations with co-workers, overload and job 
insecurity in job satisfaction. 

Organisational support refers to the relationship with 
the immediate supervisor, ambiguities about work, and 
information and participation. Growth opportunity refers 
to variety in work, opportunities to learn, independence 
in work, relationships with colleagues and contact 
possibilities. Co-workers refer to the relationship with 
co-workers, building and maintaining good working 
relationships to foster more commitment and engagement 
with the company goals through teamwork. Overload refers 
to pace and amount of work, mental load and emotional 
load. Job insecurity refers to uncertainty about your job in 
the future. Job characteristics have an important influence 
on job satisfaction, (Dale, Cooper, & Wilkinson, 1997; 
Emmert & Taher, 1992; Evans & Lindsay, 1996; Hellman, 
1997; Landau & Hammer, 1986; Miller & Monge, 1986; 
Siefer, Jayaratne, & Chess, 1991; Steers, 1977).  

According to the perceived organisational supportiveness 
(POS) theory of Eisenberger, Huntington, Hutchison and 
Sowa (1986), if workers perceive that their organisation 
shows concern and sensitivity to its personnel and their 
needs and values, including work-family needs, they 
will respond by showing positive job-related outcomes, 
such as job satisfaction and organisational commitment. 
Earlier studies have also confirmed the association 
between job satisfaction and job resources, such as 
achievement (Herzberg, Muasner, & Snyderman, 1959), 
pay/wage rate/income/salary (Vieira, 2005; Kreitner & 
Kinicki, 2008; Okpara, 2004; Rad & Yarmohammadian, 
2006), promotions/advancement (Kreitner & Kinicki, 
2008) (Rad & Yarmohammadian, 2006; Herzberg et al., 
1959), benefits (Rad & Yarmohammadian, 2006), and 
development opportunities/possibility of growth (Maughan, 
2002; Workplace, 2004; Herzberg et al., 1959). Although 
the mentioned associations have been proven empirically, 
little is known about them in the steel manufacturing 
industry in South Africa. This study was conducted to fill 
this void. 

RESEARCH OBJECTIVES

The primary objective of this study was to investigate the role 
of job characteristics (job demands and resources) in job 
satisfaction from various steel-manufacturing organisations. 
The secondary objectives of this study were to determine:

• the association between job characteristics (job 
demands and job resources) and job satisfaction; and

• the role of job characteristics (job demands and 
resources) in intrinsic and extrinsic job satisfaction; 

RESEARCH METHODS

Research approach, sample and procedure

The quantitative approach was selected to achieve the 
objectives of this project. A survey design, more specifically 
a cross-sectional design, in which a convenient sample 
is drawn from the target population at a particular time 
(Shaughnessy, Zechmeister, & Zechmeister, 2006) was used 
to achieve the research objectives. The sample consisted of 
employees from various steel-manufacturing organisations. 
Permission was sought from management to conduct the 
study in various steel-manufacturing organisations and it was 
granted. Initially, individual and group discussions were held 
with senior executives and employees working in the steel 
manufacturing industry to explain the aim, anonymity and 
the voluntary nature of this study before questionnaires were 
distributed for completion.

Questionnaires were printed and physically taken to various 
steel-manufacturing organisations for participants to 
complete. The questionnaire did not require any identification, 
such as names or personnel employee numbers, from the 
respondents. In addition, an informed consent letter was 
sent to the respondents with the questionnaire to explain 
the purpose of the study and the questionnaire. The 
questionnaires were then collected after two weeks and then 
all data was captured manually into an Excel spreadsheet 
to be analysed. A total of 600 were distributed and 278 
responses were received. The biographical characteristics of 
the participants are presented in Table 1. 
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TABLE 1: DEMOGRAPHIC CHARACTERISTICS OF THE RESPONDENTS (N = 278)

Demographic characteristics Category Percentage

Age Younger than 18 0.7%
19-29  35%
30-39 39%
40-49 18.3%
50-59 5%
60 and higher 2%

Gender Male 85%
Female 15%

Ethnicity Black 47%
White 51%
Coloured 0.4%
Indian 0.7%
Other 0.7%

Academic achievement Lower than matric 26%
Matric 37%
Certificate 21%
Diploma 16%
University degree 0.7%
Post graduate qualification 0.7%

Years of experience Less than 1 year 6%
1-10 years 55%
11-20 years 25%
21-30 years 8%
31-40 years 5%
More than 40 years 1%
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Inspection of Table 1 revealed that 74 % of participants 
were between the age of 18 to 39 years old, 80% have 
one to 20 years of work experience, 85% are male and 
15 % female, 51 % white and 47% black, and 74 % of all 
participants had matric and higher education.

Measuring instruments

The following instruments were used: 

• The Job Demands-Resources Scale (JDRS) was 
developed by Jackson and Rothmann (2005) to 
measure job demands and job resources. The JDR 
scale consists of 48 items. The questions are rated 
on a scale ranging from 1 (never) to 4 (always). 
Three items per dimension were included in the final 
questionnaire for the following dimensions of the 
JDR scale: pace and amount of work, mental load, 
emotional load, variety in work, opportunities to learn, 
independence in work, relationships with colleagues, 
relationship with immediate supervisor, ambiguities 
about work, information, participation, contact 
possibilities, remuneration, and career possibilities. 
Jackson and Rothmann (2005) found that the 
dimensions of the JDRS consisted of seven reliable 
factors, namely organisational support (α= 0.88), 
growth opportunities (α = 0.80), overload (α = 0.75), 
job insecurity (α = 0.90), relationship with colleagues 
(α = 0.76), control (α = 0.71) and rewards (α = 0.78).

• Job satisfaction was measured using the 20-
item short form of the Minnesota Satisfaction 
Questionnaire (MSQ) (Weiss, Dawis, England, & 
Lofquist, 1967). This is a popular facet measure 
that is frequently used in job satisfaction research. 
The measure uses a scale that ranges from strongly 
disagree (1) to strongly agree (5). One advantageous 
feature of the MSQ short form is that it can be used 
to measure two distinct components: intrinsic job 
satisfaction and extrinsic job satisfaction. Intrinsic 
job satisfaction is how people feel about the nature 
of the job tasks themselves, whereas extrinsic job 
satisfaction is how people feel about aspects of 
the work situation that are external to the job tasks 
or work itself (Spector, 1997). Hirschfeld (2000) 

obtained satisfactory Cronbach alphas for the intrinsic 
(α = 0.84) and extrinsic job satisfaction (α = 0.88) 
dimensions.

• Finally, a biographical questionnaire was also 
included, dealing with biographical questions such as 
age, gender and ethnicity.

Statistical analysis

The statistical analysis was carried out with the Statistical 
Package for the Social Scientist (SPSS, 2011). Descriptive 
statistics (such as means, standard deviations, skewness 
and kurtosis) were used to determine the distribution 
pattern of the data. To ensure that the data was normally 
distributed, a cut-off point of 2.00 was set for skewness 
(Finch & West, 1997) and 4.00 for kurtosis (Field, 2009). 
A skewed variable is a variable whose mean is not in the 
centre, while a kurtosed variable indicates the presence 
of a clustering of scores (Tabachnick & Fidell, 2001). 
Tabachnick and Fidell (2001:73) state that it is necessary 
to examine the skewness and kurtosis of scores before 
analysis as “solutions from analysis are usually degraded 
if the variables are not normally distributed”. Cronbach 
alpha coefficients were calculated to assess the reliability 
of the constructs measured in this study. Nunnally and 
Bernstein (1994) recommend a guideline of 0.70 as an 
acceptable cut-off point.

Exploratory factor analyses were carried out to investigate 
the construct validity of the measuring instruments. Firstly, 
a simple principal component analysis was conducted on 
the constructs that form part of the measurement model, 
namely job demands and resources, and the eigenvalues 
and scree plot were studied to determine the number of 
factors to extract. Kaiser (1960) recommends extracting 
factors with eigenvalues higher than 1.00. Additionally, 
the scree plot can also be used to determine the 
number of factors. Cattell (1966) advises that the point 
of inflection of the scree plot be considered. Secondly, 
a principal component analysis with a direct oblimin 
rotation was conducted if factors were related, and a 
principal component analysis with a Varimax rotation was 
used if the obtained factors were not related (Tabachnick 
& Fidell, 2001). The following criteria were considered in 
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deciding which factors to retain: (1) as a rule of thumb, 
item loadings had to be more than 0.32; (2) an item was 
not allowed to load onto more than one factor as this was 
considered to indicate that the item either tapped into 
more than one factor (poor item) or that there was an 
overlap of factors or components; (3) a factor needed to 
have at least three substantive item loadings; and (4) the 
retained factor needed to make theoretical sense (Field, 
2009; Tabachnick & Fidell, 2001). The obtained factors 
were consequently used as input in a second-order 
factor analysis. Varimax rotation was used in extracting 
the factors, because the factors were not correlated (r < 
0.30).

Pearson product-moment correlation coefficients were 
used to specify the relationship between the variables. 
In terms of statistical significance, it was decided to set 
the value at a 95% confidence interval level (p < 0.05). 
Effect sizes (Steyn, 1999) were used to decide on the 
practical significance of the findings. The parameters 
0.10 (small effect), 0.30 (medium effect) and 0.50 
(large effect) were set for the practical significance of 
the correlations (Steyn, 1999). A cut-off point of 0.30 
(medium effect) was set for the practical significance 
of the correlation coefficients (Cohen, 1988). A multiple 
regression analysis was also conducted to determine 
the proportion of variance in the dependent variables of 
productivity, job satisfaction and intentions to quit that 
were predicted by the independent variables, namely 
organisational support, growth opportunities, pay and 
advancement, overload and job insecurity. The effect size 
in the case of multiple regressions is given in the formula:    
(Steyn, 1999) to indicate whether obtained results were 
practically important. The parameters 0.01 (small effect), 
0.09 (medium effect) and 0.35 (large effect) were set for 
the practical significance of f 2 (Steyn, 1999).

RESULTS

The results of the study consist of three parts: Firstly, 
the exploratory factor analysis; secondly, the descriptive 
statistics and correlational analyses of all the measures 
in the study; and lastly, the regression analysis, testing for 
the effect of independent variables, namely organisational 

support, growth opportunities, relationship with co-
workers, overload and job insecurity on the dependent 
variables of intrinsic and extrinsic satisfaction. 

Exploratory factor analyses

A simple principal component analysis was conducted on 
the items of the Job Demands-Resources Scale (JDRS) 
to assess the number of factors. An analysis of the 
eigenvalues showed that 12 factors could be extracted. 
However, the scree plot showed that five factors could be 
extracted, which explained 45.43% of the total variance. 
The eigenvalues of these factors were as follows: Factor 1 
= 9.88; Factor 2 = 4.68; Factor 3 = 2.91; Factor 4 = 2.33; 
and Factor 5 = 2.01. A principal component analysis was 
conducted on the pooled solution (i.e. all the participants 
were included in the same analysis). Factor 1 was 
labelled Organisational support. This factor (16 items) 
refers to the relationship with the immediate supervisor, 
ambiguities about work, and information and participation. 
Factor 2 was labelled Growth opportunity. This factor 
(10 items) refers to variety in work, opportunities to learn, 
independence in work, relationships with colleagues and 
contact possibilities. Factor 3 was labelled Co-workers. 
This factor (4 items) refers to the relationship with co-
workers, as well as building and maintaining good working 
relationships to foster more commitment and engagement 
with the company goals through teamwork. Factor 4 was 
labelled Overload. This factor (10 items) refers to pace 
and amount of work, mental load and emotional load. 
Factor 5 was labelled Job insecurity. This factor (3 items) 
refers to uncertainty about your job in the future. A second-
order factor analysis, which was conducted using the five 
observed factors, resulted in a two-factor structure. The 
first factor represented job demands, which are overload 
and job insecurity. The second factor represented job 
resources, which are growth opportunities, organisational 
support and relationship with co-workers. 

A simple principal component analysis was conducted on 
the items of the Minnesota Job Satisfaction Scale (Short 
Form) to assess the number of factors. An analysis of the 
eigenvalues showed that five factors could be extracted. 
However, the scree plot showed that two factors could be 
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extracted, which explained 45.31% of the total variance. 
The eigenvalues of these factors were Factor 1 (Extrinsic 
job satisfaction) = 36.30; Factor 2 (Intrinsic job satisfaction) 

= 9.01. The results of the principal component analysis 
with a Varimax rotation for the Minnesota Job Satisfaction 
Scale (Short Form) are illustrated in Table 2.

TABLE 2: THE RESULTS OF THE PRINCIPAL COMPONENT ANALYSIS WITH A VARIMAX ROTATION FOR THE MINNESOTA JOB SATISFACTION 

SCALE (SHORT FORM)

Items
Component

1 2
The chance to do different things from time to time. .00 .84
The chance to be “somebody” in the community. .00 .71
The chance to do things for other people. .00 .70
The chance to do something that makes use of my abilities. .00 .62
The chance to work alone on the job. .00 .57
The chances to tell people what to do. .00 .57
Being able to keep busy all the time. .00 .56
The way my job provides for steady employment. .35 .00
Being able to do things that don’t go against my conscience. .46 .00
The way my co-workers get along with each other. .50 .00
The chances for advancement on the job. .54 .00
The competence of my supervisor in making decisions. .60 .00
The chance to try my own methods of doing the job. .62 .00
The way my boss handles his/her workers. .66 .00
My pay for the amount of work I do. .72 .00
The feeling of accomplishment I get from my job. .73 .00
The praise I get for doing a job. .74 .00
The freedom to use my own judgement. .74 .00
The working conditions. .74 .00
The way company policies are put into practice. .79 .00

Descriptive statistics and correlational analyses

Next, the descriptive statistics and correlation results for the variables in the study are presented in Table 3.
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TABLE 3: DESCRIPTIVE STATISTICS (N= 278) AND CORRELATION ANALYSIS

Variable α Mean SD

Sk
ew

ne
ss

K
ur

to
si

s

1 2 3 4 5 6

1. Organisational 
support (JR) .89 3.33 .66 -.74 1.06  

2. Growth (JR) .88 2.75 .81 .15 -0.15 .49**  

3. Co-workers (JR) .74 3.73 .72 -.77 1.44 .56** .35**  

4. Overload (JD) .73 3.49 .58 -.24 0.24 .40   ¬ -  17** .16**  

5. Insecurity (JD) .84 3.36 1.02 -.64 0.11 .19** .17** .14* ¬ - .16** ¬ -  

6. Intrinsic J/S .80 3.57 .74 -.67 0.54 .46** .24** .28** .14* 0.1 ¬  

7. Extrinsic J/S .89 3.21 .77 -.18 -0.16 .64** .46** .38**   ¬ - .07 .17** .58**

** Correlation is significant at the 0.01 level (2-tailed)

Field (2005:668) explains that the Cronbach alpha 
coefficient is determined to establish whether the 
subscales and total scales are sufficiently reliable with α > 
0.7 indicative of sufficient reliability. Table 3 indicates that 
all the scores on the subscales are normally distributed. 

Organisational support seems to be statistically 
significantly positively related to growth opportunities 
(medium effect), relationship with co-workers (medium 
effect), insecurity (small effect), intrinsic job satisfaction 
(medium effect) and extrinsic job satisfaction (large effect). 
Growth opportunities seem to be statistically significantly 
positively related to relationship with co-workers (medium 
effect), insecurity (medium effect) intrinsic and extrinsic 
job satisfaction (medium effect), while being negative 
related to overload (small effect). Relationship with co-
workers seems statistically significantly positively related 
to overload (medium effect), insecurity (medium effect), 
and intrinsic and extrinsic job satisfaction (medium effect). 
Overload seems to be statistically significantly positively 
related to intrinsic job satisfaction (small effect), while 
being negatively related to insecurity (medium effect). Job 
insecurity seems to be statistically significantly positively 

related to extrinsic job satisfaction (medium effect). In 
general, organisational support, growth opportunities 
and relationship with co-workers (job resources) are all 
positively related to intrinsic and extrinsic job satisfaction, 
and job insecurity is only positively related to extrinsic job 
satisfaction, while growth opportunities are negatively 
related to overload and overload is negatively related to 
job insecurity. 

Regression analysis

Lastly, we were also interested in the effect of independent 
variables, namely organisational support, growth 
opportunities, relationship with co-workers, overload and 
job insecurity on the dependent variables of intrinsic and 
extrinsic job satisfaction. Multiple regression analysis was 
used to assist our understanding of the relative influence 
that each of the five independent variables had on the 
dependent variables. In the first step of the regression 
analysis, only job resources (JR) as independent variables 
were entered into the regression model to determine their 
predictive ability on the dependent variables of subjective 
experiences of intrinsic and extrinsic job satisfaction. 
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In the second step of the regression analysis, all 
five independent variables of job resources (JR) and 
demands (JD) were entered simultaneously into the 
regression model to determine their predictive ability on 
the dependent variables of subjective experiences of 

intrinsic and extrinsic job satisfaction. The aim was to 
determine the contribution of job resources and demands 
separately and to identify the most significant predictors 
in each model. The results of the regression analysis are 
presented in Table 4 below.

Table 4: Regression with subjective Intrinsic job satisfaction and extrinsic job satisfaction as dependent variables (N=278)

Intrinsic job satisfaction Extrinsic job satisfaction
Predictors/independent 
variables

Step 1 Step 2 Step 1 Step 2
Stand. β Stand. β Stand. β Stand. β

1. Organisational support (JR) .43** .42** .55** .55**

2. Growth opportunity (JR) .02 .05 .19** .17**

3. Co-workers (JR) .04** .00 .00 .01
4. Overload (JD)  -.14*  -.06
5. Insecurity (JD)  .04  .02

    
R .46 .48 .67 .67
R2 .21 .23 .44 .45
f2 .27 .30 .80 .81
Effect size Medium effect Medium effect Large effect Large effect

** Coefficient is significant at the .01 level (2-tailed); *Coefficient is significant at the .05 level (2-tailed)/ The parameters for f2 .01 (small effect), .09 (medium 

effect) and .35 (large effect)

Inspection of Table 4 revealed that job demands and 
resources explained 23% (medium effect), and 45% of the 
variance through intrinsic and extrinsic job satisfaction. 
Organisational support (β = .43; t = 6.17) proved to be 
the only statistically significant predictor of subjective 
experiences of intrinsic job satisfaction in the first step (only 
job resources as predictors). Organisational support (β = 
.42; t = 6.02) and overload (β = 0.14; t = 2.42) proved to be 
the only statistically significant predictors of the subjective 
experiences intrinsic job satisfaction in the second step 
(job resources and demands as predictors). 

Organisational support (β = .55; t = 9.35) and growth 
opportunity (β = .19; t = 3.65) proved to be the only 

statistically significant predictors of the subjective 
experiences of extrinsic job satisfaction in the first step 
(only job resources as predictors). Organisational support 
(β = .55; t = 9.29) and growth opportunity (β = .17; t = 3.20) 
proved to be the only statistically significant predictors of 
extrinsic job satisfaction in the second step (job resources 
and demands as predictors).

DISCUSSION

The primary objective of this study was to investigate 
job characteristics and job satisfaction with a specific 
focus on employees working in the steel-manufacturing 
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industry. More specifically, this paper sought to 
investigate the association between job characteristics 
and job satisfaction as well as to explore the role of job 
characteristics in intrinsic and extrinsic job satisfaction 
The first objective was to determine the relationship 
between job characteristics and job satisfaction. The 
findings suggest that Organisational support seems to 
be statistically significantly positively related to growth 
opportunities, relationship with co-workers, insecurity, 
intrinsic job satisfaction and extrinsic job satisfaction. 
Growth opportunities seem to be statistically significantly 
positively related to relationship with co-workers, 
insecurity intrinsic and extrinsic job satisfaction, while 
being negatively related to overload. Relationship with 
co-workers seems statistically significantly positively 
related to overload, insecurity, intrinsic and extrinsic 
job satisfaction. Overload seems to be statistically 
significantly positively related to intrinsic job satisfaction, 
while being negatively related to insecurity. Job insecurity 
seems to be statistically significantly positively related 
to extrinsic job satisfaction. In general, organisational 
support, growth opportunities and relationship with co-
workers (job resources) are all positively related to 
intrinsic and extrinsic job satisfaction, and job insecurity 
is only positively related to extrinsic job satisfaction, while 
growth opportunities are negatively related to overload 
and overload is negatively related to job insecurity. 

The second objective was to determine whether job 
resources and job demands as independent variables 
were significant predictors of intrinsic and extrinsic job 
satisfaction. The regression analysis with subjective 
intrinsic job satisfaction and extrinsic job satisfaction 
as dependent variables revealed that job demands 
and resources explained 23% and 45% of the variance 
through intrinsic and extrinsic job satisfaction. 
Organisational support proved to be the only statistically 
significant predictor of subjective experiences of intrinsic 
job satisfaction in the first step (only job resources 
as predictors). Organisational support and overload 
proved to be the only statistically significant predictors 
of subjective experiences intrinsic job satisfaction in the 
second step (job resources and demands as predictors). 
Organisational support and growth opportunity proved 
to be the only statistically significant predictors of 

subjective experiences of extrinsic job satisfaction 
in the first step (only job resources as predictors). 
Organisational support and growth opportunity proved to 
be the only statistically significant predictors of extrinsic 
job satisfaction in the second step (job resources and 
demands as predictors). 

On the basis of the literature review (Dale, Cooper, 
& Wilkinson, 1997; Emmert & Taher, 1992; Evans & 
Lindsay, 1996; Hellman, 1997; Landau & Hammer, 1986; 
Miller & Monge, 1986; Siefer, Jayaratne, & Chess, 1991; 
Steers, 1977), job characteristics have an important 
influence on job satisfaction, as replicated also in our 
research. The findings of this paper seem to concur with 
previous empirical results. Previous research findings 
also confirmed that organisational support was related 
to advancement and pay (Jackson et al., 2006) and 
growth opportunities (Asiwe et al., 2015; Jackson et 
al., 2006). According to the perceived organisational 
supportiveness (POS) theory of Eisenberger, Huntington, 
Hutchison and Sowa (1986), if workers perceive that 
their organisation shows concern and sensitivity to its 
personnel and their needs and values, including work-
family needs, they will respond by showing positive job-
related outcomes, such as job satisfaction. Babakus, 
Cravens, Johnson and Moncrief (1996) and Stamper 
and Johlke (2003) also found that POS is positively 
associated with job satisfaction. Earlier studies have also 
confirmed the association between job satisfaction and 
job resources such as achievement (Herzberg, Muasner 
& Snyderman, 1959), pay/wage rate/income/salary 
(Vieira, 2005; Kreitner & Kinicki, 2008:170; Okpara, 
2004; Rad & Yarmohammadian, 2006), promotions/
advancement (Kreitner & Kinicki, 2008:170) (Rad & 
Yarmohammadian, 2006; Herzberg et al., 1959), benefits 
(Rad & Yarmohammadian, 2006), and development 
opportunities/possibility of growth (Maughan, 2002) 
(Workplace, 2004; Herzberg et al., 1959). Research has 
also confirmed the negative link between job satisfaction 
and ill health (Jackson, Rothmann & Van de Vijver, 2006). 

This study’s findings have several implications. Firstly, 
the results of the investigation revealed that job 
characteristics, especially job resources, have a strong 
and positive influence on job satisfaction. This result 
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implies that managers who consider various job resources 
such as organisational support, growth opportunity and 
relationships with co-workers could improve the job 
satisfaction of employees in the steel-manufacturing 
industry. Based on the findings, it is recommended that 
managers in the steel-manufacturing industry should pay 
specific attention to the positive relationship between 
employees and their immediate supervisor, reduce 
ambiguities about or at work through information sharing 
and participation, make use of job rotation to facilitate 
variety in work, provide training and development 
opportunities as well as create mentoring and coaching 
programmes to learn, let employees decide on how and 
when to do certain tasks to create independence at 
work, and organise social activities and use team-based 
activities at work to enhance relationships between 
colleagues and increase contact possibilities. Secondly, 
job satisfaction in the workplace is important because 
workers’ dissatisfaction on the job could increase 
carelessness in the workplace and withdrawal behaviour 
such as absenteeism and labour turnover as well as 
pro-union tendencies. We propose and confirm that job 
characteristics such as organisational support, growth 
opportunity and relationships with co-workers influence 
job satisfaction. This research results will encourage 
future research on job characteristics as key factors in the 
job satisfaction of employees in the steel-manufacturing 
industry.

One of the major limitations of the present study is 
the cross-sectional design. A construct such as job 
satisfaction or employee well-being cannot be fully 
captured at one point in time. Those constructs might 
change over time and should ideally be collected 
repeatedly. One of the future areas of research would 
be collecting longitudinal data. Research opportunities 
also lie in the identification of differences between 
objective measurements of job characteristics and the 
subjective evaluations reported in this study. This study 
included only employees from various companies in the 
steel-manufacturing industry; therefore, the conclusions 
of this study might not be generalised to other types of 
industries. Finally, this study did not include moderating 
variables. Future studies should extend this model to 
examine other variables and include other contexts.
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ABSTRACT

Although organisational justice has captured the interest of 
scholars in the recent years and the South African financial services 
industry is known as the fastest-growing industry, limited research 
has been done in this regard.  Against this background, the main 
purpose of this paper is to develop and present a hypothetical 
model of organisational justice within the financial services 
industry of South Africa. In order to provide a theoretical framework 
for this study, a comprehensive literature study was undertaken 
as to construct a hypothetical model, based on previously related 
models on organisational justice.  The influence of six independent 
variables, namely management trust, employee engagement, 
reward systems, two-way communication transparency and 
organisational climate on organisational justice in the financial 
services industry will be tested in the proposed study.  Four 
dependent variables of organisational justice (outcomes) will also 
be assessed, namely organisational citizenship behaviour, ethical 

behaviour, employee motivation and innovativeness. This model 
will be tested by means of 10 null-hypotheses.  The intention is to 
provide financial service providers with some practical guidelines 
regarding organisational justice.

“Social scientists have long recognized the importance of 
the ideals of justice as a basic requirement for the effective 
functioning of organizations and the personal satisfaction of the 
individuals they employ … justice seen as the first virtue of social 
institutions … business performance is often associated with the 
employee’s commitment which is considered as a precondition 
of cooperative behavior. Among numerous other factors which 
improve commitment, justice perceptions are recognized as 
the most sensitive and valued factor considered by employees” 
(Nadisic 2006).

Key words: Organisational justice; citizenship; fairness; equity; 
financial services; hypothetical model
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INTRODUCTION AND BACKGROUND 

The South African financial services industry is known 
as the fastest-growing industry in South Africa. It is 
the second largest contributor to GDP in South Africa 
with a contribution of around 21.1% and is also one of 
the major employers in South Africa, providing more 
than 35% of the total active workforce of the country 
(Buys & Van Niekerk 2014). Organisational justice has 
captured the attention of scholars in the recent years. It 
is associated with the perceptions and reactions of an 
individual to the presence of fairness in an organisation 
and captures what an individual feel or evaluates to be 
morally correct rather than viewing it to be something 
prescriptive (Cropanzano & Greenberg 1997). The 
concept of justice emerges in various organisational 
contexts, such as pay plans, selection and placement, 
evaluation policies and so forth (Greenberg, 1990). 
However, what is central to these various milieus is the 
individual’s perception of whether or not they are being 
treated fairly and justly. Fairness is an influential factor 
behind various positive job outcomes such as turnover 
intentions, organisational citizenship behaviours 
and commitment. Thus, presence of organisational 
justice is advantageous for both the individual and the 
organisation (Cropanzano & Greenberg 1997).

The perceptions of fairness is crucial to explore as it has 
consistently been associated with employee attitudes and 
behaviours related to work that can either lead to withdrawal 
behaviours or can motivate a person to go beyond the 
call of duty and to demonstrate citizenship behaviours 
(Greenberg, 1990). The perceptions of unfairness can 
make people to indulge into an act of deviance targeted 
towards the source thereby resulting into less commitment 
and dissatisfaction that eventually results into lower 
performance (El Akremi, Vandenberghe & Camerman, 
2010). Conversely, the perceptions of being treated fairly 
benefits the organisation in terms of profitability (Baldwin 
2006), through organisational commitment, increased 
job performance, engagement of employees into 
organisational citizenship behaviour, trust in supervisors 
and management and reduced conflicts (Cohen-Charash 
& Spector 2001; Colquitt 2001; El Akremie et al 2010, 
Konovsky, 2000 and Rhoades & Eisenberger 2002).

Though the financial services industry makes up an 
increasingly large percentage of the total jobs in the 
South African economy (Coetzee 2005), limited research 
was found on organisational justice in the financial 
services industry in South Africa. In addition, since the 
financial services industry is composed of a diverse 
group of employees, limited was found investigating 
similarities or disparities and factors that contribute to 
the financial services industry in South Africa. Moreover, 
the antecedents of organisational justice are not well 
documented and represent a significant gap in literature. 
Furthermore, several characteristics of financial services, 
as compared to other organisational behaviour settings, 
suggest the need to examine organisational justice in 
this context (Butt & Atif 2015:36). In addition, despite the 
importance of service behaviours influencing customer 
perception of service quality and customer satisfaction, 
relatively little research has placed attention on identifying 
factors that affect organisational justice behaviours 
(Rahim, Magner, Antonioni & Rahman  2000:333). Against 
this background, this study will thus focus on the nature, 
extent and impact of organisational justice within the 
financial services industry in South Africa.

PROBLEM STATEMENT

The financial services industry plays a critical role in the 
economic development and growth of the country as 
well as reducing unemployment. The problem within the 
services industry is that managers and employees are 
not fully conversant with what constitutes organisational 
justice and injustices and this creates an environment of 
misunderstanding that is not conducive for effective work 
relations (Buys & Van Niekerk 2014). Lown, Osler, Strahan 
and Sufi (2000) are of the opinion that managers and 
supervisors in the financial services industry often create 
a platform of favouritism and employees display negative 
attitudes and managers are unconsciously unaware of 
these causal effects such as chronic absenteeism and 
sick leave. Employees in the financial services industry 
especially in accounting firms and auditing firms are 
expected to work longer hours even during weekends 
in order to complete work assignments. Employees that 
are employed on a contractual basis perceive an unfair 
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allocation of work amongst the permanent and contracted 
employees. The employees in the same levels perceived a 
form of favouritism and unequal treatment amongst those 
employed full time and those employed on contractual 
basis. These perceived injustices such as favouritism, 
nepotism, unfair dismissal and tokenism creates a 
situation where employees are unjustly treated. These 
employees often retaliate by displaying negative attitudes 
(Botha 2015:34).

The quality standards of work are compromised owing to poor 
work performance and disciplinary hearings are increasing 
been challenged in appeals to the CCMA, even though it 
is sometimes not clear of what constituted a dismissible 
offence. Jones (2009) researched counterproductive work 
behaviours and found that employees tend to direct a desire 
for revenge towards the source of the perceived injustices 
and may exhibit a longing reprisal on that source. This has 
been seen to be causing disastrous consequences such 
as increased employee absenteeism, absence without 
leave and theft and sabotage by employees. Bolino 
(2004) suggests that when employees are unhappy they 
can display negative attitudes that can affect the overall 
work operations. This lead to the following main research 
question to be addressed in this study: What are the nature 
and the extent of organisational justice in the financial 
services industry in South Africa? 

RESEARCH OBJECTIVES

Following the problem statement, the following primary 
and secondary objectives are identified.

Primary objective 

The primary objective of this paper is to develop a 
hypothetical model of perceptions regarding organisational 
justice in the financial services industry in South Africa. 

Secondary objectives 

The following secondary research objectives are identified: 
To provide a comprehensive literature overview regarding 
organisational justice;

• To develop a proposed hypothetical model regarding 
perceptions of organisational justice in the financial 
services industry in South Africa;                                                     

• To highlight the suggested research methodology for 
this study.

• To outline the envisaged contributions of the study.

RESEARCH QUESTIONS

The following research questions are to be addressed in 
this study:

• Does trustworthiness of management effectively 
influence organisational justice?

• Does employee engagement impact on organisational 
justice?

• Does the reward system regarding extrinsic and 
intrinsic rewards promote organisational justice?

• Does organisational transparency impact on 
organisational justice?

• Does two-way communication positively influence 
organisational justice?

• Does organisational climate with regard to supervisory 
style and organisational support impact on 
organisational justice?

• Does organisational justice impact on organisational 
citizenship behaviour?

• Does organisational justice increase ethical behaviour 
in the South African financial services industry?

• Does organisational justice increase employee 
motivation in the South African financial services 
industry?

• Does organisational justice create organisational 
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innovativeness in the South African financial services 
industry?

THEORETICAL FRAMEWORK FOR 
ORGANISATIONAL JUSTICE IN THE 
FINANCIAL SERVICES INDUSTRY IN SOUTH 
AFRICA

Clarification of organisational justice 
concept

Cropanzano and Greenberg (1997:58) state that justice is 
a common theme that provides a framework within which 
individuals and institutions interact. Organisational justice 
refers to the role in the workplace; employees’ perceptions 
of the fairness of decision-making and decision-making 
processes and the influence of these perceptions on 
workplace behaviour (Moorman 1991:845). Muchinsky 
(2003:314) further explains that organisational justice 
concerns itself with the fair treatment of people within 
organisations. It can be regarded as a limited form of social 
justice that can be defined as fair and proper administration 
of laws that conform to the natural law that all persons 
irrespective of ethnic origin, gender, possession, race and 
religion should be treated without prejudice. Fairness can 
be questioned both in the processes followed as well as 
in decisions being made. Organisational justice could be 
divided into three distinct dimensions namely distributive, 
procedural and interactional justice, which is further divided 
into interpersonal and informational justice (Greenberg & 
Baron 2008:43-48).

 ● Distributive justice

Distributive justice is primarily concerned with how the 
outcomes of the organisation are in terms of fairness 
(Maiese 2013). It thus relates to the degree to which 
decisions by managers are fair in terms of distribution 
and allocation of outcomes, for example promotions and 
salaries. It also relates to the degree to which managerial 
decisions allocate rewards in an equitable and fair manner 
to employees (Niehoff & Moorman: 2010). Distributive 
justice focuses on people’s belief that they have received 

a fair amount of pay and recognition and this could have 
a great impact on employees’ work satisfaction and 
motivation levels. Employees thus exert their efforts on 
their jobs and thus expect to be fairly compensated in 
return. Employees compare their input to output-ratio and 
if there are any imbalances, they perceive distributional 
injustice.

 ● Procedural justice 

Procedural justice refers to the means by which outcomes 
are allocated but not specifically to the outcomes 
themselves, by establishing certain principles specifying 
and governing the role of participants during the decision-
making process (Solum 2004). Procedural justice thus 
refers to the degree of fairness during the process of 
making decisions or creating procedures and relates to 
perceptions that affect employees and the degree of fair 
methods and guidelines that are used when allocation 
decisions are made (Niehoff & Moorman 2010). Procedural 
justice and employees’ perceptions of fairness of the 
procedures can be improved if employees are afforded 
an opportunity to voice out their views in the decision-
making process. The rules that are used should be applied 
consistently and equally amongst all the employees and 
should be based on accurate information.

 ● Interactional justice 

Muzumdar (2012: 31) states that interactional justice 
refers to how one person treats another. A person is 
interactionally just if he or she appropriately shares 
information and avoids rude or cruel remarks. According 
to Colquitt, Conlon, Wesson, Porter and Ng (2001), there 
are two aspects of interactional justice. The first part is 
called informational justice and refers to whether one is 
truthful and provides adequate justifications when things 
go wrong. The second part is called interpersonal justice 
and refers to the respect and dignity with which one treats 
others. 

Antecedents of organisational justice 

An understanding of events that arouse a sense of 
injustices in organisations could allow one to appreciate 
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the richness of justice dynamics. Bies (2001:101-105) 
and Cohen (2015) researched organisational justice and 
identified the following categories of injustice:

• Derogatory judgments refer to any wrongful or 
unfair accusations about ones work performance or 
employees being stigmatised by being labelled by the 
employer as a trouble-maker or traitor.

• Deception could also arouse a sense of injustice. If 
employees have placed their trust on an employer 
they reveal their vulnerability. If this vulnerability is 
misused it can trigger a sense of outrage.

• Invasion of privacy occurs where additional employee 
information is disclosed by the employer. Employers 
who use employees to spy against each other are 
viewed as fundamental betrayal that results in the 
shattering of trust.

• Disrespect can take a variety of forms such as 
inconsiderate actions, abusive words and coercion. 
Abusive words or actions can take place in the form 
of rudeness, public criticism or berating of employees. 
Name-calling and actions which are deliberately 
intended to embarrass and humiliate can also be 
considered abusive.

Another significant abusive action which could lead to 
perceptions of injustices includes prejudicial statements 
such as racist or sexist remarks. Being a target of these 
kinds of insults can arouse a sense of injustices (Bies 
2001:105). Coercion which refers to the psychological 
effect that management practices might have on 
employees, where an employer compels an employee to 
perform a task which both employer and employee know 
will arouse a sense of injustice. Cropanzano and Ambrose 
(2001:135) propose that the employee will compare his 
or her expectations to the actual outcome to exercise this 
judgment. Employees will feel that the outcome was fair 
if his or her expectations have been met or exceeded. 
However, when expectations have been violated and the 
outcomes falls short of what was anticipated he/she would 
experience a sense of injustice. Procedures in which 
people are treated differently are unusually considered 

as unfair. Cropanzano and Ambrose (2001:138) found 
that three rules could be applied in the distribution that 
could all be considered as fair namely equity, equality 
and need.
An equity rule suggests that everyone should receive the 
same reward on their contribution.

• The equality rule states that all are equal and should 
have an equal chance of receiving a particular 
outcome or reward.

• However, some individuals can quite fairly receive 
more favourable treatment than other if it is used 
to address an imbalance. Distribution could be 
allocated to meet the employee who has the most 
need.

Muchinsky (2003:316) warns that these types of 
disagreement on what is fair or unfair are not uncommon. 
Organisations should typically seek to gain consensus 
regarding which rule is the fairest to follow when 
distributing rewards and by different rules. Fairness 
perceptions play an important role in employees’ decision 
to co-operate. Cropanzano and Ambrose (2001:120) 
regard organisations as sources of both economic and 
socio-emotional benefits and it is important to individuals 
how rewards are distributed. Workplace benefits can be 
categorised into two types namely economic and socio-
emotional. Economic benefits are relatively concrete and 
can be easily quantified into money. The manner in which 
the distribution is made and the final outcome is evaluated 
by the individual. Socio-emotional benefits are symbolic 
and are concerned with an individual’s identification, 
standing and status within a group. Perceptions are 
formed whether the procedure and distribution process is 
fair or not (Anik, Aknin, Norton & Dunn 2009).

Cropanzano, Prehar and Chen (2002:324) found  
that procedural justice relates to trust in top management, 
while interactional justice pertaining to interpersonal 
treatment is directly related to the quality of the 
manager who treated the employee fairly. The crucial 
factor in understanding the beneficial effect of interac- 
tional fairness is the quality of the leader-member 
relationship.
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PROPOSED RESEARCH DESIGN AND 
METHODOLOGY

According to Blumberg, Cooper and Schindler (2008:195) 
a research design can be defined as a plan and structure 
of investigation so conceived as to obtain answers to 
research questions. It expresses both structures of the 
research problem and the plan of investigation used to 
obtain empirical evidence on relations to the problem. This 
study will adopt a survey research design. 

Research paradigm 

There are two basic research paradigms to be adopted: 
positivistic and phenomenological research. Wilson 
(2010:13-14) notes that quantitative studies emphasise 
the measurement and analysis of causal relationships 
between variables, not processes. Gill and Johnson 
(2010:148) state that qualitative research, on the other 
hand, is defined as an approach in which quantitative 
data are not used and the research is less structured and 
focuses on the belief that the world is socially constructed 
and subjective. Small samples are being researched in-
depth or overtime by qualitative methods (Gray, 2009). 
A qualitative study follows an inductive theory, whereby 
theory becomes an outcome rather than applied from start 
of the research (Wilson, 2010:13). This study adopted 
the positivistic research design by means of quantitative 
research. This study adopted the positivistic research 
design by means of quantitative research.

Population 

Blumberg et al. (2008:228) notes that a population is the 
total collection of elements about which one wish to make 
inferences. The population of this study will be all the 
financial services firms such as banking, insurance and 
financial accounting and auditing firms operating in South 
Africa in the four provinces of the Eastern Cape, Western 
Cape, Gauteng and Kwazulu-Natal.

Sampling 

Sampling is done when it is impractical for the researcher 
to survey the whole population and when the budget and 

time constraints prevent a survey of the entire population 
(Wilson (2010:191). According to Neuman (2003:232), for 
small populations (under 1000) a researcher needs a larger 
sampling ratio (about 30%). The larger the sample the 
lower likely error in generalising results to the population. 
Bryman and Bell (2007:182) assert that there are two 
sampling techniques that are called probability and non-
probability sampling. A probability refers to a sample that 
has selected using random selection so that each unit in 
population has a known chance of being selected.  A non-
probability sample can be defined as a sample selected 
not using a random selection method. This method does 
not give units in the population equal chances of being 
selected (Neuman 2003:210-211). This study will make 
use of the non-probability sampling technique, specifically 
convenient and judgemental sampling as there is no 
data base of financial services firms available. This study 
aims solicit responses from 700 employees of financial 
services firms from the four selected provinces in South 
Africa. A total of 800 questionnaires will be distributed to 
accommodate for no-responses.

Data collection 

According to Neuman (2003:8), data can be defined as 
the empirical evidence or information that one gathers 
carefully according to rules and procedures. Wilson 
(2010:134) notes that there are two basic types of data, 
namely primary and secondary data.

Secondary data can be defined as data that has already 
been published and will be collected from books, journals 
and the Internet. Wilson (2010:134) defines primary data 
as information gathered for the purpose of the researchers 
own study. The survey method will be employed by 
means of self-administered structured questionnaires 
to collect primary data from managers and employees 
of the selected financial service firms. Primary data will 
be collected by the researcher with the assistance of 
four fieldworkers who will be recruited for this exercise. 
Questionnaires will be distributed to the respondents by 
means of hand delivery and electronic mail and will be 
collected after completion. The fieldworkers will be trained 
prior to data collection exercise so as to administer the 
questionnaires correctly and to observe ethical issues. 
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The aim is to target 800 employees in the financial 
services industry (200 employees from each selected 
province). Ethical clearance will be obtained from NMMU 
before the empirical study is conducted.

Questionnaire design 

A questionnaire is a method of data collection that 
comprises a set of questions designed to generate 
data suitable for achieving the objectives of a research 
project and has the capacity to collect vast quantities of 
data from a variety of respondents (Wilson 2010:148). 
Zikhali (2009:135) argues that the use of a questionnaire 
guarantees anonymity, privacy and confidentiality 
where respondents answer questions without fear of 
victimisation. The questionnaire of this study will consist 
of four sections.

• Section A will consist of nominal-scaled  
questions meant to solicit background  
information of respondents (biographical 
characteristics) such as gender, age,  
ethnic group, educational background and 
employment level.

• Section B will use an ordinal scale to analyse 
the role of the six independent variables on 
organisational justice using a seven-point Likert 
scale.

• Section C will analyse perceptions regarding 
organisational justice in the financial services 
industry in South Africa by means of a seven-point 
Likert-type scale. 

• Section D will analyse the impact of  
organisational justice on the dependent variables 
(outcomes) using a seven-point ordinal Likert-type 
scale.

Pilot study 

According to Bryman and Bell (2007:273), the purpose 
of a pilot study is to ensure that the survey operates 
well and to ensure that the research process as a whole 

functions well and to refine questions, instruments or 
procedures. The pilot study will be conducted among 15 
financial service firms from the designated population.

Data analysis 

Data collected will be transferred to an Excel spread 
sheet and will be analysed by means of the Statistica 
computer programme. Various statistical methods are 
going to be used in this study. Descriptive statistics 
through measures of central tendency (mean, mode and 
median) and dispersion (standard deviation) will be used. 
Frequency distributions expressed as percentages will 
be presented in the form of tables, graphs and figures. 
Cronbach’s alpha coefficients will be used to assess 
the internal reliability of the study variables. Exploratory 
factor analysis will be used to assess construct validity 
and analysis of variance (ANOVA) will be used to test 
relationships between the demographics and some of 
the other study variables.  Regression and correlation 
analysis will also be used to test relationships between 
the dependent and independent variables and to test the 
stated null-hypotheses of the study.  

Reliability and validity of the measuring 
instruments 

The measuring instrument will be assessed for validity 
and reliability. According to Gill and Johnson (2010:143) 
validity refers to the extent to which a set of questions 
actually measures the variable it is supposed to measure. 
Both face and content validity will be assessed through a 
pilot study and expert judgement of management, ethics 
and statistical experts. Exploratory factor analysis will 
assess construct validity through both convergent and 
discriminant validity. A cut-off point of 0.40 will used and 
at least three items should load per factor to be regarded 
as acceptable.  Reliability of the measuring instrument 
refers to its internal consistency – that is the extent to 
which a measuring device will produce the same result 
when applied more than once to the same person 
under similar conditions (Gill & Johnson 2010:143). The 
assessment of the internal reliability of the instrument 
will be done by means of calculating Cronbach’s alpha 
values.



HUMAN CAPITAL MANAGEMENT, ORGANISATIONAL BEHAVIOUR AND LEADERSHIP
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

407

MODELS SUPPORTING CONSTRUCTION 
OF STUDY MODEL

This section covers various previous studies and models 
regarding organisational justice that are used as a basis 
for developing the hypothetical model of this study.

 ● Lavelle, Rupp and Brockner`s model (2007)

The comprehensive theoretical model by Lavelle et al. 
(2007) regarding organisational justice is of the notion 
that multiple parties are used by employees to create 
perceptions of organisational justice. These assessments 
will impact on the level of social exchange between the 
employee and that party and are more likely to reciprocate 
feelings of justice and social exchange by directing their 
attitude and behaviours to the focal party. This model 
is termed a targeted similarity, whereby the utilisation 
of the organisation, supervisors and co-workers are the 
demonstrating foci. It is stated that higher expectations of 
fairness about a particular entity estimates social attitude 
and behaviour with that entity which in turn estimates higher 
levels of citizenship behaviour. Distributive justice (known 
as DJ) is embedded in the model for social exchange 
which can affect relationships and can effectively predict 
organizationally-directed outcomes such as POS and 
organisational identification. Three types of organisational 
justice are effectively utilised in this model (Moorman 
1991).

Lavelle et al. (2007) further postulate that the social 
exchange process is a two-way process in that when the 
organisation shows a serious concern about the well-being 
of an employee, the employee will also be concerned about 
the functional well-being of the organisation in a form of 
organisational commitment. Perceived organisational 
support (POS) could create commitment in organisational 
support which could help in boosting employee self-
esteem and affiliation. 

 ● Kang’s model (2007)

The model postulates that employee justice perceptions 
are a predictor of their motivation to participate in training 
(Konovsky & Cropanzano 1993). Barling and Philipps 

(1993) concur that perception of employees’ procedural 
justice are perceived as benefits of training that affect 
employee motivation to participate in training activities. 
Organisational justice can effectively predetermine the 
willingness of employees to effectively participate in 
training programmes. The findings of this study suggest 
that HR practitioners or auxiliary departments need to act 
upon formal organisational procedures and pursue the 
quality of interpersonal treatment. In order to realise the full 
potential of the notion of organisational justice, they could 
enable organisational training design to be effectively 
linked with the important aspect of organisational life, such 
as performance appraisal, compensation and employee 
relationship management (Kang 2007).

 ● Rupp’s model (2011) 

The justice process model is illustrated and postulates that 
employees are confronted with work-related events on a 
daily basis. The experience of these events creates various 
psychological processes (Rupp 2011). The formation of 
justice judgements and holding others accountable for 
unjust acts and development of relationships is critical 
with those parties that are accountable for justice-related 
events and development of employees’ subsequent 
attitudinal and behavioural responses. Rupp (2011) further 
envisaged that the aforementioned phenomena are 
encroached by individual differences and social context 
in which employees experience these events. It considers 
the cognitive and emotional mechanisms by which fairness 
perceptions lead to behaviours and acknowledges the 
complex network of relationships in which employees 
reside.

What justice researchers have been arguing of late is not 
that these facets are unimportant to the understanding of 
justice, but rather, that they may not be capturing the true 
experiential nature of work events as they are interpreted 
by working people. In fact, there may be significant variance 
of individuals’ global perceptions of organisational justice 
that is left un-captured (Rupp 2011). Greenberg (2001) 
have criticised and condemned the justice based process 
model. It is perceived as a model that focuses on a unitary 
single-dimension of overall justice purporting that holistic 
judgements are more proximal predictors of employee 
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attitudes and behaviours than the individual facets. The 
justice process model stem from general experiences 
of general injustices calculated, orthogonal judgments 
of outcomes, processes and interpersonal treatment 
(Haustein, McGonigle & Flinder 2001).

HYPOTHETICAL MODEL AND HYPOTHESES 
OF THE STUDY

In light of the secondary sources analysed in this study 
and particularly the models by Lavelle et al., Kang (2007) 
and Rupp (2011), a theoretical model of the perceptions 
of organisational justice was constructed (see Figure 1). 

The proposed theoretical model of the study shows that 
the perceptions of organisational justice are influenced 
by six independent variables namely, trustworthiness of 
management, organisational transparency, employee 
engagement, two-way communication and organisational 
climate. The dependent variables are organisational 
citizenship behaviour, employee motivation, ethical 
behaviour and organisational innovativeness.
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FIGURE 1: HYPOTHETICAL MODEL OF ORGANISATIONAL JUSTICE IN THE FINANCIAL SERVICE INDUSTRY 

HYPOTHESES

The following are hypotheses that were formulated to test 
the relationships contained in the hypothesised model:

 ● First set of hypotheses: Relationships 
between the independent variables and the 
intervening variable

H01:  Trustworthiness of management does not influence 
organisational justice in the financial service industry.

H02:  Employee engagement does not influence 
organisational justice in the financial service industry.

H03:  Reward systems do not influence organisational 
justice in the financial service industry.

H04:  Organisational transparency does not influence 
organisational justice in the financial service industry.

H05:  Two-way communication does not influence 
organisational justice in the financial service industry.
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H06:  Organisational climate does not influence 
organisational justice in the financial service industry.

 ● Second set of hypotheses: Relationships 
between the intervening variable and the 
dependent variables

H07:  Organisational justice does not influence 
organisational citizenship behaviour in the financial 
service industry.

H08: Organisational justice does not influence ethical 
behaviour in the financial service industry.

H09: Organisational justice does not influence employee 
motivation in the financial service industry in the 
financial service industry.

H010: Organisational justice does not influence 
innovativeness in the financial service industry.

OPERATIONALISATION OF THE VARIABLES

Table 1 below summarises the operationalisation of variables used in this study.

TABLE 1: SUMMARY OF THE OPERATIONALISATION OF THE VARIABLES

Variables/attributes Definition Contributing authors
Independent variables
Trustworthiness of 
management 

Propensity to become vulnerable in respect to 
another party. A socially confirmed expectation to 
deal with expectations and to deal with all pertinent 
issues and strategic goals of the organisation.

Colquitt et al. (2001) 
Cropanzano, 
Bowen & Gilliland (2007:39)
Korsgaard, Pitariu & Jeong 2008)
Kramer (1999)

Employee engagement Refers to a mutual commitment between employers 
and employees to do things to help one another to 
achieve goals and aspirations.

Al-Tit & Hunitie (2015:48)
Lockwood (2007:2)
Markos & Sridevi (2010)

Reward system Refers to all monetary and non-monetary 
compensations and incentives provided by the 
firm to employees in return for their contributions 
in terms of their physical and mental efforts This 
includes both extrinsic and intrinsic rewards. 

Ajmal, Bashir, Abrar, Khan & Saqib 
(2015)
Baer, Oldham & Cummings (2003:569)
Giancola (2014:25)
Robbins, Judge, Odendaal & Roodt 
(2009:437)

Organisational 
transparency

Transparency can be defined as an organisational 
ability to divulge information to its employees in 
order to create an effective understanding between 
the organisation and its employees

Dando & Swift (2003)
Schnackenberg & Tomlinson 2014)
Sturges 2007

Two-way communication Refers to sending a message and feedback 
between sender and receiver by employing tools of 
persuasion and negotiation.

Morsing & Schultz (2006)
Taran & Gächter (2012).
Versosa & Garcia (2009:1)

Organisational climate Refers to the conditions within an organisation as 
viewed by its employees and usually describes 
practices involved in communication, conflict, 
leadership and rewards.

Cooper, Cartwright & Earley (2001)
Schneider, Erhart & Macey (2013:361)
Verbeke, Volgering & Hessels (2002)
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Variables/attributes Definition Contributing authors
Dependent variables (outcomes)
Organisational 
citizenship behaviour

Describes an employee’s voluntary commitment 
within an organisation that is not part of his or her 
contractual tasks and is usually discretionary in 
nature.

Berber & Rofcanin (2012)
Podsakoff & MacKenzie (1997)
Williams, Pitre & Zainuba (2002)

Ethical behaviour Acting in ways consistent with what society and 
individuals typically think are good values and 
moral principles that include honesty, fairness, 
equality, dignity, diversity and individual rights.

Crawshaw, Cropanzano, Bell & Nadisic 
(2013:885).
De Cremer, Mayer & Schminke 
(2010:11)
Trevińo, Weaver & Reynolds (2006)

Employee motivation Level of energy, commitment, and creativity that 
employees bring to their jobs.

Manzoor (2012:271)
Tirole (2003)

Innovativeness Skill and imagination to create new things or 
products, tending to innovate, or introduce 
something new or different.

Afuah (2003)
Sipe & Testa (2009)
West & Anderson (1996)

SIGNIFICANCE AND CONTRIBUTION OF 
THE STUDY

Limited research was found that investigated organisational 
justice within the services industry in South Africa, with 
special reference to the financial services industry. It is 
envisaged that on completion, the results of this study will 
assist financial services firms understanding the variables 
that could influence organisational justice. It could further 
assist financial services organsiations to implement 
effective organisational justice practices that could ensure 
effective functioning through employee engagement, 
organisational transparency, reward systems, two-
way communication, trustworthiness of management 
and organisational climate. It is also envisaged that the 
contributions of this study could: 

• Identify the potential antecedents of organisational 
justice  in the financial services industry in South 
Africa;

• Add to the body of knowledge in the discipline of 
organisational justice;

• Develop a measuring instrument and hypothetical 
model that could be used by other industries, with 
specific reference to the financial services industry, to 
facilitate the effective implementation of organisational 
justice practices.

• Inform policy formulation and implementation 
regarding organisational justice practices in South 
Africa. 

• Create awareness of the importance of encouraging 
employers to engage in organisational justice 
practices for the benefit of both the employees as 
individuals and the organisation as a whole.

• Be replicated by other industries as to ensure 
successful implementation of organisational justice 
practices.

• Be used by other similar studies to conduct empirical 
research in the field of organisational justice by 
applying a sound and well-developed research design 
and methodology.
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• Provide useful and very practical guidelines to 
organisations to ensure effective strategising and 
management of organisational justice that could 
enhance their local and global competitiveness and 
long-term sustainability.

The following extract seems appropriate to conclude this 
paper with:

“Justice is a fundamental social expectation that 
motivates employee behavior and questions whether 
the decisions taken are fair or not … organizational 
justice and injustice are widely noted influences 
on employees’ ethical behavior. Ethical climate 
consists of perceptions of trust, responsibility, and 
high moral standards regarding perceived rightness 
or wrongness. Ethics as the basics for an impartial 
internal environment in an organization indicates 
what is right and what is wrong in business that leads 
employees and stakeholders with moral values. 
Today, organizational justice has been studied for 
many years and appears as an important determinant 
of work-related attitudes and behaviors.” (Elçia, 
Karabayb & Akyüzc, 2015).
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HUMAN RESOURCE AND MARKETING MANAGEMENT 
COLLABORATION – MULTI-STAKEHOLDER WORK 

INTEGRATED LEARNING (WIL) MODEL

ABSTRACT

Managing the roles of key stakeholders in work integrated 
learning (WIL) projects is a shared responsibility; so why 
is it that business and government partnerships with 
future talent and higher education institutions (HEIs) 
in WIL projects appear to be invisible? Traditional WIL 
models include education, student and business; ignoring 
the triple helix partnership of education, business and 
government. Conceptual research was undertaken 
at a transdisciplinary level to compare, analyse and 
integrate the Human Resource Management (HRM) 
and Marketing Management (MM) processes in WIL 

projects. A comparison of the similarities and gaps of the 
two discipline specific HRM & MM WIL models led to the 
conceptualization of the Multi-stakeholder WIL Model. 
This model presents a simplified yet holistic life cycle for 
trans and multidisciplinary WIL projects employing four 
management phases with four processes. Furthermore, 
this paper presents the implications for multiple WIL 
stakeholders and their roles, as well as the management 
applications.     

   
KEY WORDS: HRM; marketing; work integrated learning 
(WIL); triple helix partnership; transdisciplinary
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INTRODUCTION

There is a war for talent (Ulrich, 2015) yet business and 
government are silent and complacent on how the future 
talent of South Africa (SA) and the world is educated or 
equipped to become the human capital of tomorrow (Ren, 
Sun, Zhang et al., 2015). This conceptual paper employs 
outside the box thinking to integrate Human Resource 
(hereafter, HR) and Marketing Management (hereafter, 
MM) work integrated learning (hereafter, WIL) models in a 
collaborative attempt at transdisciplinary, socio-economic 
transformation towards graduate employment. 

The idea is to stimulate business, government, future talent/ 
graduates-to-be, higher education institutions (HEIs) and 
other stakeholders to consider trans and multi-disciplinary 
approaches to engage in the war for talent by upskilling 
the future talent of the country with knowledge, experience, 
values and attitude (Kraak, 2005; Olson, 2015). There is 
a gap both in the literature and in business practice with 
regard to adopting a multipronged, multi-stakeholder 
approach to manage the growth of future talent pools 
in South Africa, especially in the emergent HR and MM 
disciplines (Clemente & Roulet, 2015).

Human Resource Management (HRM) or people 
management is a rapidly evolving discipline within the 
workplace, in behavioural science theory and in educational 
curricula (Talukdar, 2015). Professionalizing the HRM 
function within business and government requires updated 
theoretical and strategic knowledge, knowledge that HEI 
graduates can provide. Both business and government 
should reflect on whether their decisions on talent 
acquisition include preparing the future potentials with the 
experiential values that both stakeholders would need in 
the near future. Strategic talent acquisition involve multiple 
stakeholders, with dynamic, transactional, transformational 
and transindental leadership and management (Singh, 
2015); even if, as is unfortunately still the case, that HR is 
still viewed as an administrative, secondary function in the 
organization (Ulrich & Dulebohn, 2015). 

It is only When HRM is viewed as a strategic player and 
partner (Ulrich, 2015), that future talent pools are managed 
effectively and efficiently through the creation of feeder 

systems from HEI graduates-to-be. It makes business 
sense to engage in onboarding programmes to ensure 
that the right talent is brought on board from the start. 
Ongoing organisational human capital transition requires 
line managers and HR business partners to cement 
graduate-orientation at the heart of the organisation. 
Workforce planning and creating talent pools out of future-
fit graduates requires a strategic approach of balancing 
not only the people assets with the business results, but 
balancing those with the operational tasks - it requires 
a collaborative, multi-stakeholder, systems leadership 
style – attune to that of the Nelson Mandela collaborative 
leadership style as advocated by Senge, Hamilton and 
Kania (2015).

Marketing Management (MM) is also an emergent 
discipline both in business and in higher education 
curricula. Similar to HRM, MM is also not always 
strategically placed to brand the organisation, especially 
in the digital space (Hollensen, 2015); yet it should be, 
especially if business and government are to employ 
the latest trends to reach out to its future talent, market 
and customers. Using technology for online marketing 
of the organisation, its products and its services should 
drive both business and government strategic goals; yet 
most leaders and managers prefer to continue to view 
MM as a luxury support function (Weinstein & Pohlman, 
2015). Direct sales, graphics design, tangible goods, 
intangible services, public relations and other MM areas 
undergo regular innovation and rapid advancement; and 
if business and government are to keep abreast, they 
should be looking at HEIs and future MM graduates as 
their target market for innovation and market growth (Allen 
& Newman, 2016).

The paper presents a high level literature review of WIL, 
key WIL stakeholder roles and the benefits to stakeholders. 
The spotlight of this paper is on the conceptualized Multi-
stakeholder WIL Model that resulted from a theoretical 
comparison of the similarities and the gaps in the HRM 
and MM discipline specific WIL models. The proposed new 
WIL model is presented with implications for stakeholder 
roles. The paper ends with the managerial applications of 
this study, and a conclusion with the recommendations for 
further research.
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LITERATURE REVIEW

This section presents current trends from the literature on 
the concept of WIL in SA, WIL stakeholder roles and WIL 
stakeholder benefits.

Work Integrated Learning (WIL) in SA

In SA, WIL is defined as a component of a module or 
learning programme that focuses on the application and 
experience of learning in an authentic workplace under the 
supervision and/or mentorship of workplace employees 
and managers (HEQC, 2004: 26). Future graduates who 
are also potential future workforce talent require specific 
competencies related to their qualification enabling them 
to become employable. The student, higher education 
institution (HEI) and the workplace are key stakeholders 
in the development of a well-rounded, talented future 
employee with business and related personal attributes 
(HEQC, 2004: 26). 

The country is actively promoting WIL and skills development 
as a means to eradicating high unemployment, poverty 
and crime amongst its youth. South Africa’s National 
Development Plan (South Africa, 2011a) highlights the 
sustainable development of all citizens with business, 
government and civil society playing inter-related roles in 
order to improve the lives of all South Africans. The Green 
Paper for Post-School Education and Training (South 
Africa 2012) specifically highlights the responsibility of 
higher and further education and training institutions to 
ensure that the education and training they deliver meet 
the needs of the graduate-to-be, society and the economy. 
The National Skills Development Strategy III (South Africa, 
2011b), the National Skills Accord (South Africa, 2011c) 
and the Human Resource Development Strategy (South 
Africa, 2009) call for stakeholder partnerships towards co-
creating future intelligence for the SA, African and global 
economy.

The directive for a WIL curriculum, its implementation and 
assessment is regulated by national legislation, guidelines 
and best practice documents; as well as by institutional 
policy and procedures (CHE 2011). Work integrated 
and service learning has infiltrated the higher education 

landscape in recent years at an accelerated pace, 
especially in South Africa (SA). Lecturers are expected 
to include WIL into their traditional academic curricula for 
a variety of reasons, including: compliance with national 
and international imperatives; aligning theory to practice; 
exposing students to experiential, practical skills; and 
increasing student opportunity for employability after 
graduation (CHE 2011; Engel-Hills, Garraway, Jacobs & 
Winberg, 2012).

WIL Stakeholder Roles

If the graduates-to-be and future workplace talent are 
to operate successfully in a globalised, multilingual, 
multicultural, multigenerational workplace after graduation, 
s/he must be equipped with the right skills, at the right 
time, for the right job, with the right rewards. The four key 
stakeholders involved in the successful production of SA’s 
world class future talent are as follows: educator, students, 
business and government (World Bank Group 2012). 
Business and government as key stakeholders, as well 
as the student as the recipient stakeholder, hope to gain 
some benefits for their role in the WIL partnership which 
are described later in this paper. This section describes 
the roles of business, government, student and HEI as key 
stakeholders of an effective WIL model.

The business roles include orientating students into the 
business; exposing students to business practices; being 
a potential employer of choice; and proving feedback to 
the educator on the WIL implementation and improvement 
opportunities. Talent acquisition managers and specialists 
should invite students to explore the knowledge and skills 
in the workplace while simultaneously observing them as 
potential talent for future recruitment (Beham, Kump, Ley & 
Lindstaedt, 2010; Cord and Clements 2010; Bates 2008). 
Furthermore, the role of business in WIL is to prepare 
talented, work-ready graduates to learn and acquire the 
right skills set for the right job, especially if they are the 
potential future employees of the country (Ulrick, 2015; 
World Bank Group 2012; Orrell 2004). 

Government as a WIL stakeholder is lacking in traditional 
WIL models. The triple helix partnership perspectives 
(Etzkowitz 2010; Ruuska and Teigland 2009; Etzkowitz 
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and Klofsten 2005) promote collaboration between 
universities, government and business/industry for 
socio-economic benefits; however, government as a 
WIL partner is silent and inactive. The consequences 
of excluding government from WIL models are dire as 
postulated by previous research: entrepreneurship at the 
university is denied; HEI and business initiatives ignore 
national imperatives; insecure support structures result; 
misaligned regional, sector and national growth paths; and 
state funding sources are not accessible (Smith, Brooks, 
Lichtenberg et al., 2009; Chapman 2004). 

Government, especially the Sector Education and Training 
Authorities (SETAs) (Du Toit, 2015; Govender & Taylor, 
2015) should be included into WIL models. If the role of 
governments to grow the economy, offset the misaligned 
skills supply-demand statistics, mitigate the scarce 
and critical skills shortages and solve the challenges of 
unemployment, poverty and inequality (World Bank Group 
2012; Orrell 2004), are to materialise successfully, then 
government has to begin active partnerships to engage 
with and contribute to the co-creation of future talent for 
SA (Bisschoff & Govender, 2004; Govender, 2011).

Students play a passive role in traditional WIL models 
as receivers of theory in the classroom; receivers of 
knowledge and skills in the workplace; and observed as 
potential future human assets (Beham, et al., 2010; Cord 
& Clements 2010; Bates 2008). Ideally students should 
pay a more active role as the most significant stakeholder 
in the WIL partnership. Students should be active in areas 
of self-placement; testing theory in practice and infusing 
practice with theory; and displaying their competencies, 
knowledge, attitude and values to potential future 
employers. The student role is to gain hands-on, practical, 
workplace, multiskilling experiences and knowledge in 
order to cope with and gain successful employment after 
graduation (World Bank Group 2012; Orrell 2004). 

The educator role in WIL projects constitutes a major 
responsibility as follows: informing and motivating 
students towards effective WIL implementation; inviting 
business as WIL partners who accept students into their 
workplaces; and assessing and evaluating student WIL 
experiences after implementation. Typical traditional WIL 

models engage three key stakeholders with unequal 
responsibilities and roles in the partnership. The dominant 
stakeholder being the educator, initiates partnerships 
with business to integrate the passive student into the 
organisation as a temporary employee (Beham, et al. 
2010). The role of educators, especially in HEIs, is to 
create future-fit graduates with relevant knowledge, skills, 
values, right attitude and workplace experience (World 
Bank Group 2012; Orrell 2004).

WIL Stakeholder Benefits

WIL stakeholders play strategic roles and claim multiple 
benefits (Cooper, Orrell & Bowden 2010). HEIs benefit 
from WIL projects by complying with national imperatives, 
forming partnerships with business and government, 
aligning theoretical curricula to practice and, enhancing 
the university image and stature. Students benefit from 
WIL by gaining practical experience and aligning theory 
to practice, increasing their employability skills, and the 
opportunity to test-drive their future potential employer. 
Business or employers benefit from the opportunity 
to observe and select future talent and potential new 
recruits from the graduate-to-be pool, meet national  
skills development imperatives, gain student-employees 
at no or low cost, as well as gain authentic feedback on 
the currency of their policies, procedures and practices  
(Smith et al. 2009; Patrick, Peach, Pocknee et al., 2008). 

Business benefits from being a WIL stakeholder accrue 
when organisations employ two or three discipline 
experts to collaboratively provide integrated workplace 
learning to potential future recruits as part of their 
strategic goals. This approach also allows for a more 
structured approach to talent management, placement, 
funding, acquisition and research. An integrated, systems, 
multidisciplinary approach, with policies and procedures 
for business partnerships with relevant government 
structures and community resources ensures effective 
WIL implementation and high quality stakeholder benefits 
(Thompson Klein 2004).

Government must come to the party as a stakeholder, 
as it stands to gain many benefits as follows: targeting 
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and achieving national skills development initiatives 
and imperatives, spending public funds on promoting 
graduate employability, ensuring an educated, qualified 
workforce with relevant critical and scarce skills, creating 
talent pools, and endorsing the triple helix partnerships 
approach (Abeysekera 2006). The question of whether it 
is time to engage in multiple stakeholder WIL partnerships 
is definitely yes, especially in light of the interdisciplinary, 
multidisciplinary, transdisciplinary and cross-disciplinary 
approaches recommended for classroom and workplace 
learning - they increase and enhance the holistic learning 
experience for students and future employees (Dyer  
2003). 

RESEARCH METHOD

The research question that arose from the transdisciplinary 
collaboration between HRM and MM WIL Project Leaders 
was as follows: How can the discipline specific WIL 
models be improved via transdisciplinary collaboration to 
highlight the roles of key WIL stakeholders? The answer 
to this research question was found in the comparison 
and identification of the similarities and differences of the 
existing HRM and MM WIL models (Govender & Taylor, 
2015; Wait, 2014). It was also the intention of both WIL 
Project Leaders to rethink, reinvent and reengineer their 
discipline specific WIL models towards an institutional, 
trans and multi-disciplinary WIL model in order to 
allow any leader, manager, champion or academic to 
successfully implement WIL effectively, efficiently and 
risk free. Discussions led to improving, revising and 
co-creating the transdisciplinary Multi-stakeholder WIL 
Model. 

This study employed a qualitative, conceptual design 
with a theoretical comparative analysis method (Roig-
Tierno, Huarng & Ribeiro-Soriano, 2016; Aggestam, 
2015). The research paradigm underpinning this study is 
the constructivist philosophy (Robson & McCartan, 2016) 
which guides the ontology and epistemology of this study 
- in that the creation of new knowledge occurs best when 
it is a part of a lived reality. The purpose of this research 
was Constructing a more effective, transdisciplinary WIL 
model by comparing existing models to achieve one that 

includes equitable and meaningful stakeholders with 
clearly stipulated stakeholders roles. It had to occur at an 
abstract level as the transdisciplinary collaboration and 
comparison of existing WIL models was at the base of the 
study (Filipović, 2015). 

In order to understand, analyse and conceptualise a 
more effective transdisciplinary WIL model, the study 
undertook a 4-step approach as follows: 

• Step 1: An in-depth comparison of the two existing, 
discipline specific (HRM and MM) WIL models was 
conducted. 

• Step 2. The similarities and gaps of the two WIL 
models were listed and interpreted. 

• Step 3: The design of a transdisciplinary, multi-
stakeholder WIL model resulted. 

• Step 4: Clarification of the roles of the key 
stakeholders.

The HRM and MM WIL Project Leaders have been 
implementing their discipline specific WIL models 
independently of each other on separate campuses, in 
different disciplines, with different Diploma student cohorts 
of the same institution. Through formal presentations 
and informal communication at faculty meetings a joint 
collaboration was initiated between the HRM and MM 
WIL project leaders to engage in Step 1 and 2 of the 
research process. 

In Step 3 of the research process, the discipline specific 
HRM and Marketing WIL models were integrated to 
include similarities, differences and highlight all key 
stakeholders, resulting in the conceptualisation and 
design of the Multi-stakeholder WIL Model. Step 4 allowed 
for the clarification of key stakeholder roles as advocated 
by the literature, national imperatives, international 
connectivity and the war for talent.  

The next section presents the findings as per the steps of 
the conceptual research process.  
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FINDINGS

The most significant finding was that, amongst the 
many notable similarities of the two WIL models, both 
models experienced a gap in the form of missing key 
stakeholders. Another significant finding was the 
identification, inclusion and stipulating of clear roles for 
the key stakeholders. The findings of the WIL research 
are presented under these sub-headings: identified 
similarities and gaps in HRM and MM WIL models; Multi-
stakeholder WIL Model; and implications for stakeholder 
roles. 

Identified similarities and gaps: HRM and MM WIL Models
A comparative analysis of the discipline specific HRM and 
Marketing WIL models reveal that while the two discipline 
specific WIL models may look different at first glance, when 
compared to each other, they have more similarities than 
differences. The similarities noted in the two existing WIL 
models include the following: a life cycle with a phased 
approach; processes and resources within phases; Diploma 
students; invitation to and agreements with business 
partners; an HEI project team; student self-placement in 
organisation; risk management; tracking; assessment; 
feedback; and review of the model. The similarities of the 
HRM and MM WIL models are listed in Table 1.

TABLE 1: IDENTIFIED SIMILARITIES IN HRM AND MM WIL MODELS 

Similarities in HRM and MM WIL Models

1. Used of a phased approach.

2. WIL project implemented with processes and resources within phases.

3. Cohorts were Diploma students.

4. Extended invitation to and had agreements with business partners.

5. Had a dedicated HEI WIL Project Leader. 

6. Students were encouraged to apply self-placement to secure organisation for WIL.

7. Identified and managed risk as an element of the WIL project.

8. Tracking of student placement, organisation and learning.

9. Assessment of WIL experience via student compilation and submission of portfolios.

10. Gained feedback from students and stakeholders.

11. Review of the model occurred annually.

(Source: Authors)

The gaps identifieds in the discipline specific models 
are as follows: government is excluded as a key 
stakeholder; the triple helix partnership was not 
recognised; no budget is included; students stipends 
for travel, food, clothes isare not considered; SETA 
grants are not accessed; and academic effort, time 
and cost are duplicated across disciplines.  A further 

glaring gap was acknowledging the fact that the student 
as a key stakeholder was largely ignored by most WIL 
models in the literature. Instead the student is viewed 
as the recipient or end product or an output of the WIL  
socio-economic partnership process. Table 2 presents 
a list of the gaps identified in the HRM and MM WIL 
models.



STRATEGIC MANAGEMENT
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

9

TABLE 2: IDENTIFIED GAPS IN HRM AND MM WIL MODELS 

Gaps in HRM and MM WIL Models

1. Government is consciously or unconsciously excluded as a key stakeholder.

2. The triple helix partnership approach of educator, business and government alignment was missing.

3. No budget was allocated or included for the WIL project.

4. Students incurred costs and required funds and stipends for travel, food, clothes.

5. SETA grants were deliberately or strategically not accessed by business or student. 

6. Academic effort, time and cost that are duplicated across disciplines are high yet not identified and managed as 
a risk.

7. Students were not included as key stakeholders in the WIL model yet they are responsible and accountable for 
their WIL experience.

(Source: Authors)

The next section of this paper presents an integration 
and improvement of the discipline specific HRM and 
Marketing WIL models using a transdisciplinary approach. 
This means incorporating similarities, gaps and intentions 
of the discipline specific models, and furthermore 
acknowledging that there should be at the minimum, 
these four key stakeholders in any successful WIL model: 
student, educator, business and government.

Multi-stakeholder WIL model

The newly conceptualised WIL model was born to transcend 
disciplines, allow for collaboration between departments, 
and spotlight the role of multiple stakeholders in the WIL 
partnership. It includes the triple helix stakeholders, as 
well as spotlights the roles of business and government, 
together with students and educators as partners and 
key stakeholders in the WIL model. The reconceptualised 
model was named the Multi-stakeholder WIL Model as 
presented in Figure 1. 

The Multi-Stakeholder WIL Model integrates two discipline 
specific models and presents a transdisciplinary approach 
to WIL management and leadership. Furthermore, this 

model addresses the gap found in the literature in that it 
acknowledges that compared to traditional WIL models 
where only educators and business are viewed as 
significant stakeholders, students and government must 
also become key stakeholders if WIL implementation is 
to be successful. 

The transdisciplinary Multi-stakeholder WIL Model 
as conceptualised is best suited to fill these gaps as  
follows: 

• It includes government as a key stakeholder in the 
model.

• It recognises the triple helix partners (education, 
business and government).

• It allows for the budgeting for effective WIL 
implementation.

• It provides for funding for students during WIL 
placement.

• It allows students and educators to access SETA grants.
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• It promotes a cost-time-effort effective use of 
resources across disciplines in a faculty and/
or institution as well as in organisations across 
departments.

The four phased Multi-stakeholder WIL model comprises 
of four stakeholders, each with specific roles in each of the 
four phases. The four stakeholders include the student, 
education, business and government. The four phases are 
as follows: 

• Phase 1: Prepare, present and gain approval for the 
WIL project plan.

• Phase 2: Secure all stakeholder agreements. 

• Phase 3: Students gain WIL experience in the 
workplace. 

• Phase 4: Stakeholders provide feedback on how they 
experienced the WIL implementation.

During Phase 1, the preparation phase, the processes 
include identifying, engaging and motivating the students 
to seek self-placements for their experience with WIL 
as part of their module curriculum; inviting the relevant 
businesses and SETAs to partner as key stakeholders 
in implementing the WIL model; developing the relevant 
documents such as information packs and memorandums 
of understanding; and ensuring that stakeholder 
communication and awareness are effective.

PHASE 4: 
STAKEHOLDER FEEDBACK

1.  POE/ Database assessment
2.  Stakeholder feedback 
3.  Evaluate stakeholders
4.  Review and improve WIL model

PHASE 3: STUDENTS IN 
WORKPLACE

1. Stakeholder roles
2. Manage risks
3. Support students
4. Track stakeholders

PHASE 1: 
PREPARE WIL PROJECT PLAN

1. Identify students
2. Invite stakeholders
3. Compile documents
4. Stakeholder communication

PHASE 2:  
STAKEHOLDER AGREEMENT

1. Distribute information
2. Readiness workshops
3. Stakeholder agreements
4. Finalise stakeholder database

Student

Business

Government Educator
MULTI- 

STAKEHOLDER  
WIL MODEL

FIGURE 1: MULTI-STAKEHOLDER WIL MODEL (SOURCE: AUTHORS)

In Phase 2, the stakeholder agreement phase, the 
processes involve distributing the relevant contractual 
information to all stakeholders; ensuring that students are 
committed to and attend work-readiness workshops such 
as CV writing, job search, interview skills, and business 

etiquette; signing or securing the relevant stakeholder 
agreements, especially the student-employer and student-
SETA agreements; and finalising stakeholder participation 
and setting up the required database for capturing of 
relevant information electronically.
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The processes of Phase 3 when students are in a workplace 
consist of clarifying and ensuring that stakeholder roles 
are executed efficiently and effectively; that all risks that 
threaten the success of the WIL implementation are 
identified and managed speedily; that effective support 
structures are established for students if they experience 
challenges with WIL implementation; and that a tracking 
system is established to record all stakeholder activities.

During Phase 4, the stakeholder feedback phase, the 
processes entail the students compiling and handing in 
of POEs or updating the required database so that they 
may be assessed for their WIL; educators gathering 
stakeholder feedback by conducting quantitative and 
qualitative research; educators evaluating stakeholder 
participation and commitment to the WIL model; and 

finally, reviewing and improving the WIL model in 
readiness for implementation in the next academic year.

This section presented the phases and processes of the 
Multi-stakeholder WIL Model. The next section presents 
the stakeholder roles and clearly stipulates what the 
implications for each stakeholder are.

Roles and implications for stakeholders

The roles of the key stakeholders in the Multi-stakeholder 
WIL Model are presented as identified by literature trends 
as well as comparative conceptual analysis, discussions 
and design. Step 3 and 4 of the research process guided 
this aspect of the research process. Table 3 presents the 
WIL stakeholders and their roles.

TABLE 3: STAKEHOLDER ROLES IN MULTI-STAKEHOLDER WIL MODEL

WIL STAKEHOLDER ROLES

WIL Stakeholders Roles Literature Reference

BUSINESS Talent acquisition, employer of 
choice, orientation, business practice 
exposure, feedback on WIL project.

World Bank Group 2012; Beham, et al. 2010; Cord and 
Clements 2010; Bates 2008; Orrell 2004.

GOVERNMENT Triple helix partnerships, accessible 
student grants & stipends via SETAs, 
national imperatives, regional socio-
economic youth support.

World Bank Group 2012; Etzkowitz 2010; Ruuska and 
Teigland 2009; Smith et al. 2009; Etzkowitz and Klofsten 
2005; Chapman 2004; Orrell 2004.

STUDENT Be employed, talent & human capital, 
hands-on practice, multiskilling, 
experiential knowledge & skills, link 
practice to theory.  

World Bank Group 2012; Beham, et al. 2010; Cord and 
Clements 2010; Bates 2008; Orrell 2004.

HEI Create future-fit graduates, student 
employability knowledge, skills, 
values & attitudes, WIL implementation 
& assessment.

World Bank Group 2012; Beham, et al. 2010; Orrell 2004.

(Source: Authors)
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The successful implementation of these roles has 
many positive implications for the stakeholders of 
the transdisciplinary Multi-stakeholder WIL Model. 
The impact for business, government, students and 
educators will have a tremendous ripple effect on the 
socio-economic status of SA, Africa and the world. The 
implications for business are that they will gain access 
to potential new recruits from a multi-disciplinary pool of 
candidates. Business will form better collaboration with 
educators, student and government, hence ensuring a 
better “fit for market” qualification.  Business will meet 
government imperatives in terms of skills development 
legislation. Furthermore, business can claim back on 
skills levies and initiate a more active partnership with 
their SETA.  

The implications for government are that national and 
legislative skills imperatives will be implemented. There 
is better collaboration between the triple helix partners. 
Government directly impacts on youth empowerment 
and social upliftment of student, their families and 
communities. Furthermore, government’s vision to 
reduce the high rate of unemployment will be realised via 
SETA grants and stipends to WIL students.

For students the implications are that they can see 
themselves as a key, if not the most significant stakeholder 
in the WIL partnership. They must take responsibility to 
use the WIL experience as a means to showcase their 
knowledge and skills, access SETA grants and secure 
future employment. This implication aligns with the “fees 

must fall” campaign as recently witnessed by Higher 
Education where students are struggling to pay HEI fees. 
Stipends from SETAs will allow for the social upliftment 
of students so that they may prepare to enter the SA 
economy as a professional with appropriate business 
clothes, transport funds and sustenance allowances. 
Furthermore, the transdisciplinary approach of this model 
allows students to collaborate in WIL placement and 
learning across disciplines within the workplace, HEIs 
and society.

The implications for educators are that they would avoid 
duplication of workload. Placement of students and 
accessing of SETA grants will be managed with greater 
ease, hopefully at an institutional level. Practically, 
educators have access to Multi-stakeholder WIL Model 
to include into their curricula and have fun implementing. 
Educators, especially HEIs will form closer collaboration 
with government via the SETAs so that students access 
relevant grants for workplace preparation. Furthermore, 
collaborating across disciplines allows educators to 
experience greater enthusiasm, impetus and results in 
WIL efforts.

MANAGERIAL APPLICATIONS
The managerial applications abound, and are especially 
significant in this study, since both HRM and MM are 
housed in the Faculty of Management at the institution 
where the study was conducted. For the purpose of 
this paper, the managerial applications for the key 
stakeholders of the Multi-Stakeholder WIL Model will be 
highlighted, as presented in Table 4.

TABLE 4: MANAGERIAL APPLICATIONS FOR WIL STAKEHOLDERS

MANAGERIAL APPLICATIONS OF MULTI-STAKEHOLDER WIL MODEL

WIL Stakeholders Application 

BUSINESS - Talent acquisition strategy.  
- Create educated, experienced talent pools.
- Be employer of choice.

GOVERNMENT - Build partnerships with students, HEIs & business.
- Meet SETA & other targets via financial support to future talent of SA.
- Create employment.
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MANAGERIAL APPLICATIONS OF MULTI-STAKEHOLDER WIL MODEL

WIL Stakeholders Application 

STUDENT - Personal & career management strategy.
- Opportunity to market themselves to future employers.
- Gain SETA stipends for business market preparation.
- Become employed or join talent pools. 

HEI - WIL implementation & management strategy.
- Trans & multidisciplinary WIL model for WIL Project Leaders & WIL Coordinators.
- WIL can be integrated into curricula easily.

(Source: Authors)

CONCLUSION

WIL stakeholders, especially business, government, 
students and educators, are not always included in WIL 
models and their roles are not clearly stipulated. The 
transdisciplinary research findings revealed that there are 
multiple roles, benefits, opportunities, implications and 
applications for key WIL stakeholders. Business gets the 
opportunity to end the war for talent by creating its own 
talent pools using the Multi-stakeholder WIL Model as a 
foundation. 

Government is presented with an opportune moment in 
history to position itself strongly in creating employment 
and building the future talent workforce of SA. Students 
who are graduates-to-be and the future talent, get to 
showcase their own brand and value proposition to 
potential employers, society and their educators. Educators 
get to interact across disciplines and experiment with the 
integration of WIL into their curricula. 

The recommendation of this paper is that business, 
government, future graduates and talent, as well as HEIs 
undertake a multi-stakeholder approach to facilitating the 
entry of future talent into the economy and workplace. 
Furthermore, this research recommends that educators 
conduct their own empirical research as they implement 
the Multi-stakeholder WIL Model in their modules and 
qualifications. 
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ABSTRACT

The main objective of this research study was to investigate 
the extent to which strategic intelligence is used within the 
mining industry. Strategic intelligence is about having the 
correct and accurate information in the hands of the right 
people at the right time in order to enable them to make 
informed decisions about the future of the organization. 
Strategic intelligence is also about the capability to adapt 
to changing environments instead of continuing blindly on 
a path when the need to change course is suggested by 
the signals in the competitive environments. A structured 
questionnaire was used for the study. A total of 300 mines 
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 INVESTIGATING THE USE OF STRATEGIC INTELLIGENCE AS 
A MANAGEMENT TOOL IN THE MINING INDUSTRY

were randomly selected from a research population of 
mining organizations in South Africa, Africa and globally. 
The respondents were all part of senior management. A 
response rate of 64% was achieved. 

About 37% of the respondents do not have a strategic 
intelligence process in place in their organizations and 
among those having a strategic intelligence process, about 
47% do not distribute that intelligence to management in 
a timely fashion. A statistically and practically significant 
positive relationship was found between strategic 
intelligence of an organization and perceived business 
performance. There is also a statistically and practically 
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significant positive relationship between strategic 
intelligence and strategic planning and implementation. 
Strategic intelligence was found to be related to 
business intelligence, competitive intelligence, marketing 
intelligence and knowledge management. A regression 
analysis indicated that strategic intelligence is a function of 

business intelligence, competitive intelligence, marketing 
intelligence and knowledge management.

Keywords: Strategic intelligence, strategy, strategic 
intelligence quotient, mining industry.

INTRODUCTION

This study focuses on investigating the utilisation of 
strategic intelligence as a management tool in the mining 
industry. A background to the research study will be 
provided to enable the framing of the research gap and 
research focus. Subsequently, the research objectives 
and an overview of the research methodology will be 
presented. The results of the empirical study will thereafter 
be reported. Finally the conclusion resulting from the study 
will be discussed as well as any recommendations that 
can be made to management and for future studies.

BACKGROUND

Wells (2012:3) defines strategic intelligence (SI) as the 
ability and capacity to adapt to changing situations and 
environments, instead of continuing blindly on a path 
when all the signs in the competitive environment suggest 
the need for change. According to Djekic (2014), strategic 
intelligence is a methodical and ongoing process of 
gathering, examining and disseminating intelligence of 
strategic value in an actionable way to assist in long-term 
decision-making.

Liebowitz (2006) considers strategic intelligence as the 
convergence and synergy of knowledge management, 
business intelligence and competitive intelligence. These 
different types of intelligence are briefly explained below. 
Seitovirta (2011) also situated strategic intelligence as a 
main concept that covers signals emanating from all of the 
levels of intelligence – business intelligence, competitive 
intelligence and competitor intelligence. Business 

intelligence is viewed by Coker (2014) as the means used 
by an organization to gather its own information concerning 
operations, sales, customers, returning clients or website 
hits and convert the numbers into quantifiable metrics to 
make sure that the organization is performing efficiently. 
Competitive intelligence is defined as the process of 
collecting information on rivals and the competitive 
environment, ideally using this in the planning process 
as well as tactical and strategic decision-making with 
the main objective being to adjust activities in order to 
enhance performance (Wright, Eid & Fleisher, 2009:942). 
Marketing intelligence is viewed as the information 
pertaining to the organization’s markets, examined and 
analysed specifically for decision-making in determining 
market opportunity, market penetration strategies and 
market development metrics. Knowledge management 
includes the identification and examination of available 
and required knowledge and the subsequent planning and 
control of actions to develop knowledge assets to meet the 
objectives of the organization (Uriarte, 2008).

According to Wells (2012), Strategic Intelligence Quotient 
(SIQ) is the measure of strategic intelligence. Measuring 
SIQ includes a focus on both the strategic path and its 
results versus the best practices in order to assist the 
organization to accomplish ongoing business excellence 
and superior results. It also focuses on the Strategic 
Management System and Cycle to produce these results. 
Measuring SIQ also gives an integrated approach to 
planning, people, leadership and change in order to 
deliver value for the customer continuously. The SIQ 
measurement is an essential process for determining 
the organization’s level of strategic intelligence. Wells 
(2012:4) alluded to different levels of strategic intelligence. 
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The least intelligent organizations do not realize they 
need to change or cannot change even if they do. Smart 
organizations respond and maintain pace with external 
changes, but the smartest change even faster, shaping the 
environment to their advantage. When the environment is 
not changing a lot, smart organizations will gain ground on 
their less intelligent competitors. When times are volatile, 
they are more likely to be able to adapt and survive.

A problem statement is discussed below.

PROBLEM STATEMENT

The mining industry has undergone considerable 
upheaval in recent times (Deloitte, 2013.3). Various 
macro-environmental influences have formed a turbulent 
and challenging competitive environment for the sector 
characterized by technologies that are changing and 
markets that represent both difficulties and opportunities 
(Thornton, 2013). The global mining industry is affected 
by various factors which are moving to a new level of 
extremity, compelling the organizations to consider more 
extensive scenarios than ever before (Deloitte, 2013.3). 
The challenges faced by the mining organizations include 
requirements such as mandated beneficiation, royalty 
taxes, export levies and restrictions on foreign ownership. 
According to Brummer, Badenhorst and Neuland (2007:20), 
some of the critical issues that mining organizations have 
to deal with include commodity price volatility, regulatory 
influences, global opportunities and threats, global 
competition, mergers and acquisitions, restructuring and 
even a complete departure from the business scene. 

Amid this complex and challenging environment, a 
common denominator for many mining organizations 
is their struggle to create a sustainable competitive 
advantage (Mining Weekly, 2013). Increased strategic 
flexibility is required together with the speed and 
innovation to manage environmental discontinuities and 
unpredictable changes for the creation or maintenance of 
any competitive advantage (Thornton, 2013). 

Without the means to organise and utilise the vast amount 
of data generated daily at a mine site in a timely and 

accurate manner, it becomes difficult to make informed 
decisions regarding the daily operations and long-
term viability of a mine site (Mining Weekly, 2013). The 
main risk is the presence of some organizational blind 
spots. According to Büchel (2010:2), these blind spots 
are areas in which managers fail to see or understand 
critical information and thus lead their organizations into 
some form of a trap. These traps may include misjudging 
the boundaries of the industry; being unable to identify 
emerging competition; being out of touch with the needs 
of the clients or customers, over-emphasizing the rivals’ 
visible competence and allowing the non-existence 
of foresight to limit the managers’ frame of reference. 
Continuously engaging in strategic intelligence can assist 
managers to overcome these blind spots and avoid falling 
into the rigidity trap (Büchel, 2010:2).  

According to Botha (2013), many of the challenges that 
organizations in the mining industry face can be pre-empted 
by introducing strategic intelligence early in the strategy 
crafting or formulation process. Strategic intelligence can 
be used to provide insight into understanding the forces 
and factors that are influencing the industry. SI has the 
ability to handle huge amounts of data and information 
and can be used to assist in identifying and developing 
new opportunities and implementing effective strategies 
that can provide competitive advantage as well as stability.  
SI can therefore act as a sonar and help in searching 
for underlying threats and opportunities that cannot be 
found easily, thus monitor critical strategic themes. SI 
can also act as radar to help the organization on its path 
to the future and provide intelligence for promoting a 
change in direction when necessary, forecasting what 
is ahead and developing scenarios for the organization. 
Thus SI can enable organizations to respond to future 
trends or opportunities which will lead to the survival and 
sustainability of those organizations. 

In this research, strategic intelligence is proposed to be 
the convergence and synergy of knowledge management, 
business intelligence, marketing intelligence and 
competitive intelligence. SI is thus proposed to be 
situated as an overarching concept that covers signals 
coming from all of the levels of intelligence. Although the 
practice of involving intelligence is not particularly difficult, 
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strategic intelligence is a relatively new phenomenon for 
the execution level. The latter is not fully understood, nor 
with regard to the commitment and hard work it entails, 
nor how to make best use of it (Strain, 2013:113) So far 
the emphasis of strategic intelligence literature has been 
on the process of gathering, analysing and disseminating 
data and there has been little research done on the 
extent of strategic intelligence activities and how it affects 
strategic planning plus decision-making and improve 
competitive advantage and business performance. 
There is still a void in academia and in practice about the 
effect and the use of strategic intelligence as a strategic 
management tool essential for decision-making and 
business performance. 

The research objectives of the study are outlined below.

RESEARCH OBJECTIVES

The primary aim of this research study is to investigate 
the extent to which knowledge management, business, 
marketing, competitive and strategic intelligence are 
utilised within the mining industry. The secondary 
objectives are to measure the level of Strategic IQ of 
different mining organizations; to determine how strategic 
intelligence is used and contributes to the perceived 
business performance; to establish to what degree 
strategic intelligence can address the input needs of the 
strategic planning process and to compare the findings 
based on the geographic location of the organizations.

The research methodology used for this study is 
discussed below.

RESEARCH METHODOLOGY

Research Design and Sample

A survey design was used and based on a selection of an 
unbiased and representative sample of senior management 
in the mining organizations in South Africa, Africa and 
globally. A simple random sampling technique was used 
to select participants. According to Saunders, Lewis and 

Thornhill (2009), simple random sampling involves the 
selection of a sample at random from the sampling frame 
using either a computer or random number tables. A total 
of 300 mining organizations were randomly selected from 
a population of 850. A response rate of 64% was achieved.

Some questions were adopted from questionnaires by 
Kruger (2010) and Strategic Futures Consulting (2009). 
The structured questionnaire was sub-divided into sections 
consisting of the biographic information, items of Strategic IQ 
of the mine, Strategic Planning and Management Process, 
Business Performance, Business Intelligence, Competitive 
Intelligence, Marketing Intelligence and Knowledge 
Management. A 4-point Likert-type scale was used. 

Statistical Analysis

The data gathered from the received questionnaires 
was captured and analysed using the statistical software 
programs, SPSS and STATISTICA, with the help of 
the Statistical Consulting Services of the North-West 
University.

Effect sizes and descriptive statistics were used to decide 
on the significance of the findings. The mean and standard 
deviations are used to describe and compare the results. 
The mean is used to measure the central tendency of 
the results. The standard deviation presents the average 
distance of the individual scores from the mean. 

Confirmatory Factor Analysis (CFA) was used to confirm 
the factor structure of the set of variables. Cronbach Alpha 
was calculated to check the reliability of the measuring 
instrument. Pearson product-moment correlation 
coefficients were computed to find the relationships 
between the variables. The statistical significance level 
was set at a 95% confidence interval (p ≤ 0.05). The cut-
off point of 0.30 is used to determine practical significance 
of a medium effect. A multiple regression analysis was 
conducted with the aim of determining the percentage of 
variance in dependent variables that could possibly be 
predicted by independent variables.  

The results of the empirical study are reported and 
discussed below.
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PRESENTATION AND DISCUSSION OF 
RESULTS

Biographical information was reported for number 
of employees, level of employment, type of metal 
processed or mined, age of the organization and its 
geographic location. A total of 193 questionnaires were 
received representing a response rate of 64%. Most 
of the respondents (66%) were employed in the mines 
with more than 1000 employees. About 18% of the 
respondents were from smaller operations with less 
than 499 employees. The respondents from medium 
sized mines with 500 to 999 employees were only about  
16%.

Most of the respondents were managers (57%). Directors 
formed 34% of the total number of respondents whilst 
CEOs were only 9%. The majority of the respondents 
(51%) were from the mines producing precious metals 
such as platinum group metals and gold. About 17% were 
from coal mining organizations and 11% were from the 
steel industry. About 12% were from the mines producing 
non-ferrous metals like copper and only 8% were in the 
industrial metal mines.

About 87% of the respondents were from the mines 
which had been in operation for more than 20 years. This 
serves as a confirmation that most of the mines in the 
world have been in operation for decades.  The majority 
of the respondents were from the South African mining 
operations (55%), about 23% were from the rest of Africa 
while the respondents from other continents such as 
Australia and USA were about 21% of all the respondents. 

The results of the factors analysis are presented in the 
next section.

Factor Analysis

An instrument has a high reliability if it can be trusted 
to give a consistent and accurate measurement of an 
unchanging value. Reliability was determined by means of 
Cronbach Alpha. According to Sekaran and Bougie (2010), 
Cronbach alpha co-efficient should be greater than 0.70 
for the data to be considered as internally consistent and 
reliable.  Factor reliability of the identified dimensions is 
presented in Table 1.  All the factors display satisfactory 
levels of reliability with alpha coefficients ranging from 
0.870 to 0.97.

TABLE 1: RESULTS OF FACTOR RELIABILITY 

Factor Cronbach 
Alpha

Cronbach 
Alpha 

Based on 
Standardized 

Items

N of 
Items Mean Minimum Maximum Range Variance

Strategic IQ 0.958 0.957 10 3.253 3.026 3.479 0.453 0.015

Developing Strategic Plans 0.907 0.911 8 3.320 3.175 3.536 0.361 0.016

Managing Strategic Plan 
Implementation 0.959 0.961 8 3.206 3.091 3.441 0.349 0.019

Business Intelligence 0.900 0.908 6 3.039 2.964 3.124 0.161 0.004

Competitive Intelligence 0.943 0.946 11 2.886 2.490 3.438 0.948 0.099
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Factor Cronbach 
Alpha

Cronbach 
Alpha 

Based on 
Standardized 

Items

N of 
Items Mean Minimum Maximum Range Variance

Marketing Intelligence 0.959 0.959 8 2.957 2.549 3.192 0.642 0.064

Knowledge Management 0.876 0.873 11 2.921 2.534 3.354 0.820 0.059

Strategic Intelligence 0.968 0.968 12 2.606 2.244 3.088 0.845 0.060

Business Performance 0.946 0.946 7 2.613 2.192 2.788 0.596 0.042

(Source: Compiled by authors from survey results)

A number of items that load onto each factor as well as the 
mean scores are shown in the table. There is a variation 
in terms of the mean scores; the mean scores above 3 
imply that a large proportion of the participants responded 
positively to the questions. A relatively low mean score 
implies that a number of participants who responded 
negatively is relatively high and generally increases as the 
mean score drops. 

The results of descriptive statistics are presented in the 
next section.

Descriptive Statistics

Business Intelligence

One of the main objectives of this study was to measure 
the extent of the use of the Business Intelligence by the 
mining organizations. The results are presented in Table 
2. The mean score for item F1 is above 3 indicating that 
about 75% of the mining organizations systematically 
collect information to assist in strategic decision making. 

The standard deviation for the question was relatively high 
indicating a high spread in terms of the responses. 

A significant number (25%) responded negatively to this 
question.

The mean score for responses to item F2 was also 
above 3 indicating that majority (72%) of the participants 
agree that the availability of business intelligence has to 
a certain extent increased the effectiveness of decision 
making by the managers. A high standard deviation 
is also found for this item indicating a relatively large 
spread in terms of the responses. 28% of the participants 
responded negatively to this question. The mean scores 
for questions F3 and F4 are 2.96 and 2.98 respectively. 
These mean scores are close to 3 and also indicate that 
most of the participants responded positively to these 
questions. Thus majority of the mining organizations 
have business intelligence tools which are used to 
manipulate data and also have some form of forecasting 
capabilities. About 20% of the organizations do not have 
such business intelligence tools or use them for these 
specific functions.
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TABLE 2: RESULTS OF THE QUESTIONNAIRE ON BUSINESS INTELLIGENCE
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F1 Information is systematically collected to assist in strategic 
decision making. 13.5 11.9 32.1 42.5 3.04 1.043

F2 The availability of Business Intelligence has increased the 
effectiveness of managerial decision making. 8.8 19.2 25.9 46.1 3.09 1.001

F3 Business Intelligence tools are used to manipulate data, 
e.g. operational or/and historical data. 9.3 14.0 47.7 29.0 2.96 .898

F4 The Business Intelligence tools have forecasting 
capabilities. 7.3 10.4 59.1 23.3 2.98 .794

F5 Data gathered from Business Intelligence deployment is 
reliable. 7.8 1.6 70.5 20.2 3.03 .728

F6 Knowledge generated from successful Business 
Intelligence deployment can be used to sustain competitive 
advantage.

3.1 10.4 57.5 29.0 3.12 .711

(Source: Compiled by authors from survey results)

About 91% of the respondents agree that the data they 
gathered from business intelligence deployment is reliable. 
However about 9% completely disagrees and believe  
that the data is not reliable. The mean score of 3.12 for 
the last question indicate that that most (87%) of the 
participants agree that the knowledge generated from  
the deployment of business intelligence systems can be 
used to sustain competitive advantage. 

In general, a large proportion of the participants 
responded positively to the questions about business 
intelligence. This indicates that most of the mining 
organizations are using some form of business 

intelligence in their strategic decision-making. 

The other objective of this study was to measure the 
extent of the use of Competitive Intelligence by the mining 
organizations. The results are presented and discussed 
below.

Competitive Intelligence

The results of the questionnaire which was measuring 
responses for Competitive Intelligence in the mining 
organizations are presented in Table 3.



STRATEGIC MANAGEMENT
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

23

TABLE 3: RESULTS OF THE QUESTIONNAIRE ON COMPETITIVE INTELLIGENCE
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G1 The company collects useful information about 
the competitors. 3.6 7.8 65.3 23.3 3.083 0.674

G2 The company collects useful information about 
the competitive environment. 3.6 7.8 47.2 41.5 3.266 0.757

G3 Competitive analysis is conducted in a coordinated 
manner by various units. 14.0 39.4 29.0 17.6 2.505 0.943

G4 Competitive Intelligence is used in decision-
making processes to improve performance. 4.7 11.9 65.3 18.1 2.974 0.697

G5
The company has the ability to determine the 
future intent of a competitive force on which the 
strategies are based.

18.7 13.0 62.7 5.7 2.563 0.854

G6 Competitive analysis is used to create a 
competitive advantage. 9.8 14.0 58.5 17.6 2.839 0.831

G7 Competitive analysis is focused upon the strategic 
requirements of the company. 5.7 8.3 64.8 21.2 3.026 0.712

G8 The Competitive Intelligence is distributed to 
management in a timely fashion 17.6 30.6 36.8 15.0 2.49 0.954

G9 Management is up to date with emerging 
technologies in their field of business. 8.8 11.9 57.0 22.3 2.938 0.823

G10 The organization is cognisant of government 
legislation and legislative trends that impact it. 4.2 2.6 38.5 54.7 3.438 0.742

G11
There is an organised effort to channel all 
information about competitive forces to a central 
repository.

14.0 22.8 50.3 13.0 2.625 0.883

(Source: Compiled by authors from survey results)

The mean score for question G1 is above 3 with a 
relatively low standard deviation. This implies that a large 
proportion (89%) of the respondents agree that their 
mining organizations collect useful information about their 
competitors. A similar number (89%) of the respondents 
also agreed that their organizations collect useful 
information about the competitive environment.

The mean score for question G3 is 2.5 with a relatively 
high spread. This is because 53% of the participants 

responded negatively to this question. Thus more than 
half of the respondents do not agree that various units do 
competitive analysis in a coordinated manner.  

In spite of a mean score of 2.9 for question G4, a large 
proportion (83%) agrees that CI is used in decision-
making processes to improve the performance of their 
organizations. This is in agreement with 76% who 
agree that competitive analysis is used to create some 
form of competitive advantage for their organizations. 
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Majority of the participants also agreed that competitive 
analysis is focused on the strategic requirements of their 
organizations.

The mean score for question G8 is 2.49 with a relatively 
high spread of the response values. This is due to the fact 
that 48% of the participants responded negatively to this 
question. This implies that almost half of the respondents 
do not agree that CI is delivered to management in a timely 
fashion. Thus they believe that managers do not receive 
information as quickly as they should.

A large proportion (79%) of the respondents agreed that 
their managers are up to date with emerging technologies 
in their field of business. The responses also imply that 
21% of the managers are not up to date. About 93% of 
the mining organizations are cognisant of government 
legislation and legislative trends that affect their businesses. 
The mean score for question G11 is relatively low (2.6). In 
spite of this, majority (63%) of the participants agreed that 
there is an organised effort within their organizations to 
channel all the information about the competitive forces to 
a central repository. However a significant number (37%) 
responded negatively to this question.  

The other objective of this study was to measure the extent of 
the use of Marketing Intelligence by the mining organizations. 

The results are presented and discussed below.

Marketing Intelligence

The results of the questionnaire which was measuring 
responses for Marketing Intelligence in the mining 
organizations are presented in Table 4.

About 70% of the participants responded positively to 
question H1 with a mean score of 2.788. This means that 
a large proportion of the respondents agree that their 
organization has a systematic way of gathering marketing 
intelligence. About 30% responded negatively implying 
that their organization have no systematic way of gathering 
marketing intelligence. A large proportion (79%) of the 
respondents also agreed that market analysis is used to 
identify key threats and opportunities.

The majority of the respondents also agreed that marketing 
intelligence is used to understand the nature of the market 
requirements and also helps their organizations to keep 
abreast of the ongoing emerging circumstances. Almost 
20% of the respondents did not agree. The resulting 
information of the marketing intelligence contributes to the 
decision-making process according to about 74% of the 
respondents who responded positively to this question. 
However 26% of the participants responded negatively.

TABLE 4: RESULTS OF THE QUESTIONNAIRE ON MARKETING INTELLIGENCE
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H1 The organization has a systematic way of gathering of 
marketing intelligence. 7.3 22.8 53.9 16.1 2.788 0.798

H2 Market analysis is used to identify key threats or 
opportunities. 7.8 13.0 35.8 43.5 3.15 0.926

H3 Marketing intelligence is used to help the company grow 
(to increase revenue, profit, or market share). 9.8 6.7 55.4 28.0 3.016 0.863

H4 Marketing intelligence is used in understanding the nature 
of the market requirements. 9.8 8.8 34.2 47.2 3.187 0.961
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H5 Marketing intelligence helps the organization to keep 
abreast of the ongoing emerging circumstances. 5.7 17.6 28.5 48.2 3.192 0.924

H6 The resulting information of the marketing intelligence 
contributes to the decision-making process. 6.7 19.7 30.1 43.5 3.104 0.946

H7 The Marketing Intelligence is distributed to management 
in a timely fashion. 13.0 25.4 43.5 18.1 2.668 0.921

H8 There is an organised effort to channel all information 
about the markets to a central repository. 20.2 24.9 34.7 20.2 2.549 1.03

(Source: Compiled by authors from survey results)

The mean score for question H7 is relatively low with 
a large spread. This is due to the fact that 38% of the 
participants responded negatively to this question 
and disagreed that MI is distributed to management 
timeously. The mean score for question H8 is also low 
with a high spread of the response values. About 45% 
of the participants responded negatively to this question 
and disagreed that there is an organised effort to 
channel all the information about the markets to a central  
repository.  The other objective of this study was to measure 

the extent of the use of Knowledge Management by the mining 
organizations. The results are presented and discussed 
below.

Knowledge Management

The questionnaire was designed to help critique the 
knowledge management process used by the mining 
organizations. The results of the survey are presented in 
Table 5. 

TABLE 5: RESULTS OF THE QUESTIONNAIRE ON KNOWLEDGE MANAGEMENT
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I1 Knowledge Management assists in creating value out of the 
intangible assets. 0 9.8 58.0 32.1 3.233 0.609

I2 The company values knowledge as a strategic asset, critical for 
success. .5 5.2 52.8 41.5 3.354 0.607

I3 The culture in the organization is conducive to the sharing of 
knowledge. 8.3 17.6 56.5 17.6 2.841 0.816

I4 The organization benefits from the processes created to 
contribute knowledge. 4.2 25.5 54.7 15.6 2.825 0.741
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I5 There is a general culture in the company where people respect 
knowledge. 3.6 9.4 67.2 19.8 3.042 0.651

I6 Employees are responsible for the transfer of knowledge in their 
areas of responsibility. 3.1 13.0 53.4 30.6 3.106 0.743

I7 Knowledge is accessed by employees by means of a central 
intelligence repository. 22.5 20.9 37.2 19.4 2.534 1.039

I8 The organization has the technical infrastructure to enable 
knowledge sharing. 13.0 19.2 48.7 19.2 2.725 0.91

I9 There is transfer of knowledge about best practices among 
employees in order to improve operational efficiency 16.6 18.1 36.8 28.5 2.778 1.048

I10 There is a document management system in place 14.1 15.1 54.2 16.7 2.751 0.897

I11 The organization stores Intellectual Capital. 4.7 13.5 67.4 14.5 2.937 0.649

(Source: Compiled by authors from survey results)

The mean score for question I1 is 3.23 with low standard 
deviation of 0.609. About 90% of the participants 
responded positively and agreed that knowledge 
management assists in creating value out of the intangible 
assets in their own organizations.  The mean score for 
question I2 was also high (3.35) with a low standard 
deviation because about 94% of the respondents 
agreed that their organizations value knowledge as a 
strategic asset which is critical for success. About 26% 
of the participants responded negatively to question I3 
indicating that the culture in their organizations is not 
conducive to the sharing of knowledge. Almost 30% of 
the respondents do not believe that their organizations 
are currently benefitting from the processes created to 
contribute knowledge. About 32% of the participants 
indicated that their organizations do not have the 

technical infrastructure to enable knowledge sharing and 
35% believe that there is no transfer of knowledge within 
their organizations about the best practices among the 
employees in order to improve operational efficiencies. 
About 29% also indicated that their organizations do 
not have document management systems in place. 
Question I7 had the lowest mean score because 47% 
of the participants responded negatively to this question. 
This means that almost half of the respondents do not 
agree that knowledge is accessed by means of a central 
intelligence repository in their organizations. 

Strategic Intelligence

The results for the use of Strategic Intelligence are 
presented in Table 6.
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TABLE 6: RESULTS FOR STRATEGIC INTELLIGENCE
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J1 The organization has a Strategic Intelligence process in 
place 21.2 10.9 52.8 15.0 2.617 0.983

J2 The organization consolidates all the Intelligence into a 
single Intelligence repository 22.8 36.3 22.8 18.1 2.363 1.027

J3 Management uses all types of Intelligentsia to create 
Strategic Intelligence 22.8 18.1 46.6 12.4 2.487 0.98

J4
Management believes that Strategic Intelligence, as a 
collective, provides better information input to decision-
makers

14.0 4.7 39.9 41.5 3.088 1.009

J5 The organization has a long-term Strategic Intelligence 
plan. 21.8 17.6 42.0 18.7 2.575 1.029

J6 Strategic Intelligence is used at all levels in strategic 
planning 18.7 4.1 44.6 32.6 2.912 1.055

J7 Strategic Intelligence is used at all levels in strategic 
decision-making. 16.1 6.2 70.5 7.3 2.689 0.827

J8 Strategic Intelligence is used to sharpen Internal 
performance monitoring. 18.1 11.9 64.8 5.2 2.570 0.846

J9 Gathering Strategic Intelligence is a continuous activity in 
the organization. 24.4 12.4 45.1 18.1 2.570 1.049

J10 The organization has dedicated human resources to 
maintain the SI function. 35.8 17.6 33.2 13.5 2.244 1.084

J11 Strategic Intelligence requirements are linked to the 
company’s strategic objectives and long-term goals. 23.8 8.3 29.5 38.3 2.824 1.181

J12 Strategic Intelligence is distributed to management in a 
timely fashion. 28.5 18.7 44.0 8.8 2.332 0.986

(Source: Compiled by authors from survey results)

The mean scores for most of the questions are below 
3 with relatively high standard deviations indicating a 
large spread in terms of the responses. About 32% of 
the participants indicated that their organizations do not 
have a strategic intelligence process in place while more 
than half of the respondents (59%) indicated that their 
organizations do not consolidate all their intelligence into 
a single repository. A total of 41% responded negatively 
to question J3 implying that their management does not 
use all types of intelligence to create strategic intelligence. 
There are no long-term strategic intelligence plans in 

39% of the organizations. About 22% of the participants 
indicated that strategic intelligence is not used at all levels 
for strategic planning and decision-making. There are 
no dedicated human resources to maintain the strategic 
intelligence function in more than half of the organizations 
(53%). It is important that SI requirements are linked to 
the strategic objectives and goals of the organizations, 
however 32% of the participants responded negatively 
to this question. About 47% of the participants disagreed 
that strategic intelligence is distributed to management in 
a timely fashion.   
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Respondents were asked to indicate the purpose for which 
strategic intelligence is used. The results are summarised 
in Table 7.

TABLE 7: SUMMARY OF WHAT SI IS USED FOR

No Yes

K1 Competitive advantage, (e.g. What you need to know about the external environment to 
give you a competitive advantage in the market) 17.6 82.4

K2 Early Warning Systems, (e.g. For the threats and opportunities) 27.5 72.5

K3 Market Entry, (e.g. How you can enter a new market.) 29.5 70.5

K4 New Product Development, (e.g. how the customers are likely to react.) 30.6 69.4

K5 Commodity price forecast 11.4 88.6

K6 Key account management. 20.7 79.3

(Source: Compiled by authors from survey results)

A large proportion of the respondents use SI to gain 
competitive advantage, as an early warning system and 
for market entry, new product development, commodity 
price forecast and key account management. 

Table 8 shows to what extent the organizations use SI as 
an input to decision-making at the different levels. 

TABLE 8: EXTENT OF THE SI USE AT VARIOUS LEVELS

Never Rarely Often Always

L1 Strategic (Top Management – Corporate Level) 3.1 12.0 50.5 34.4

L2 Tactical (Middle Management – Business, Functional or Department 
Level 5.7 28.1 52.6 13.5

L3 Operational (Lower Management – Day to Day) 22.9 40.1 34.9 2.1

(Source: Compiled by authors from survey results)

A total of 23% of the respondents do not use SI at 
operational level whilst about 40% rarely use it at that 
level. About 34% always use it at top management level 
whilst about 51% often use it at that strategic level. About 

6% never use it at the Tactical level, whilst 28% rarely 
use it at that level. A total of 53% often use it at middle 
management level with only about 13.5% using it all the 
time at that level.



STRATEGIC MANAGEMENT
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

29

Another objective of this study was to measure 
the strategic intelligence quotient of the mining 
organizations. The results are presented and discussed 
below.

Strategic IQ

A summary of the results for the Strategic IQ of the mining 
organizations is presented in Table 9.

TABLE 9: RESULTS FOR STRATEGIC IQ
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B1 The company has a well-articulated statement of strategy. 9.4 11.5 25.5 53.6 3.234 0.988

B2 Each member of the management team understands that 
strategy. 9.3 9.8 26.4 54.4 3.266 0.975

B3 Each member of the management team can write the 
statement of that strategy without consulting the other. 12.4 13.5 33.2 40.9 3.026 1.026

B4 The strategy is in a written form. 15.0 10.4 16.1 58.5 3.193 1.116

B5 The strategy statement serves as a guide in determining 
which markets the company pursues. 7.8 17.1 20.2 54.9 3.234 0.983

B6 The strategy statement serves as a tool in deciding how 
resources are allocated within the company. 9.8 13.0 23.8 53.4 3.208 1.012

B7
The strategy statement serves as a tool in choosing 
which opportunities the company pursues and which 
ones it does not.

8.3 13.0 25.4 53.4 3.24 0.973

B8 The management team has sat down to try to obtain 
consensus about the future direction of the organization. 3.6 5.7 30.1 60.6 3.479 0.765

B9 The organization does not have different visions of what 
it is trying to become. 2.6 10.4 31.1 56.0 3.411 0.774

B10
The organization has a formal process of strategic 
thinking to determine what the organization wants to 
become.

5.2 19.2 23.3 52.3 3.24 0.924

(Source: Compiled by authors from survey results)

An average of 53% of the organizations strongly agreed to 
the questions; it can therefore be inferred that they appear 
to have the highest strategic intelligence quotient. About 
26% slightly agreed and are therefore deemed to have 
a moderate intelligence quotient whilst 21% responded 

negatively indicating that they have the lowest SIQ and 
are therefore deemed to be strategically blind.

The perceived business performance of the organizations 
is discussed in the next section.
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Perceived Business Performance

The results for the overall business performance are shown in Figure 1.
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Figure 1: Mean scores in ranking order for perceived business performance

(Source: Compiled by authors from survey results)

A total of 60% of the organizations were not satisfied with 
the productivity of their current operations. Top management 
was not satisfied with overall performance in 51% of the 
organizations. The overall performance of 44% of the mines 
were not meeting expectations, this is in agreement with 
the 39% whose organizations were not profitable. A total 
of 43% of the mines were not satisfied with their current 
market share. A significant number (30%) of the mines 
indicated that their cash flows were not stable at all. 

The other main objective was to determine if there are any 
positive relationships among the different constructs of 
strategic intelligence, other types of intelligence, strategic 
planning and implementation and the performance of 
those organizations. The results of those correlations are 
shown and discussed below.
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Correlations

The results of the product-moment correlation coefficients between the constructs are reported in Table 10.

TABLE 10: CORRELATION COEFFICIENTS BETWEEN THE DIMENSIONS
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Strategic IQ 1.000 .858** .848** .841** .843** .730** .842** .704** .723**

Strategic Plans .858** 1.000 .869** .790** .745** .653** .788** .689** .696**

Strategic Plan 
Implementation .848** .869** 1.000 .793** .812** .682** .741** .727** .698**

Business Performance .841** .790** .793** 1.000 .796** .723** .826** .705** .756**

Business Intelligence .843** .745** .812** .796** 1.000 .877** .878** .798** .863**

Competitive 
Intelligence .730** .653** .682** .723** .877** 1.000 .826** .788** .914**

Marketing Intelligence .842** .788** .741** .826** .878** .826** 1.000 .763** .862**

Knowledge 
Management .704** .689** .727** .705** .798** .788** .763** 1.000 .841**

Strategic Intelligence .723** .696** .698** .756** .863** .914** .862** .841** 1.000

**. Correlation is significant at the 0.01 level (2-tailed).  (Source: Compiled by authors from survey results)

The table shows that all types of Intelligence dimensions 
are positively correlated to Business Performance 
(practically significant, large effect).  Strategic Intelligence 
is positively correlated to Strategic Plan development 
and implementation (practically significant, large effect).  
Strategic Intelligence is positively correlated to Business 
Intelligence, Competitive Intelligence, Marketing 
Intelligence and Knowledge Management (practically 
significant, large effect). The other objective of the study 
was to determine if strategic intelligence is a function of the 

other types of intelligence and knowledge management.

Regression Analysis 

Regression analysis was carried out to test whether 
Strategic Intelligence which is the dependent variable 
could be successfully predicted by the following predictors: 
Knowledge Management, Business Intelligence, 
Competitive Intelligence and Marketing Intelligence. Table 
11 shows the model summary.
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TABLE 11: MODEL SUMMARY

Model R R square Adjusted 
R square

Std. error 
of the 

estimate

Change Statisctics
Durbin-WatsonR Square 

change F change Df1 Df2 Sig. F 
change

1 .954a .910 .908 .26331 .910 472.634 4 188 .000 1.934

a. Predictors: (Constant), knowledge management, business intelligence, marketing intelligence, competitive intelligence
b. Dependent variable: Strategic intelligence

(Source: Compiled by authors from survey results)

The results indicate that based on the coefficient of multiple 
determination, 91% of the variance in strategic intelligence 
is explained by the variation in knowledge management, 
business intelligence, market intelligence and competitive 

intelligence. The model is a good fit for the data based on 
the F-test and the p-value. The coefficients and co-linearity 
statistics are shown in Table 12.

TABLE 12: COEFFICIENTS AND CO-LINEARITY STATISTICS

Model

Unstandardized 
Coefficients

Standardized 
coefficients

t Sig.

95% Confidence 
Interval for B

Collinearity 
Statistics

B Std. 
Error Beta Lower 

Bound
Upper 
Bound Tolerance VIF

1 (Constant) -1.148 .108  -10.607 .000 -1.361 -.934   
Business 
Intelligence .416 .048 .342 8.612 .000 .321 .512 .305 3.284

Competitive 
Intelligence .276 .063 .207 4.385 .000 .152 .400 .217 4.613

Marketing 
Intelligence .397 .050 .373 7.959 .000 .299 .496 .219 4.567

Knowledge 
Management .178 .060 .110 2.942 .004 .059 .297 .343 2.914

(Source: Compiled by authors from survey results)

The beta coefficients are shown in the table. Based on the 
data in the table, the equation for the regression line is as 
follows:
     
•	 Strategic Intelligence = -1.148 + 0.416 (Business 

Intelligence) + 0.276 (Competitive Intelligence) + 
0.397 (Marketing Intelligence) + 0.178 (Knowledge 
Management)

The other objective of this study was to compare  
the findings based on the demographic differences.  
This was achieved by using the ANOVA tools to 
establish if there were any significant differences in the  
responses based on the geographic location of the 
organisations.  The results are discussed below.
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ANOVA results for geographic location

Table 12 shows the results of the mean values calculated 
for the dimensions as a function of the type on geographic 

location of the organization. The results of the ANOVA 
calculation are also shown. 

TABLE 13: ANOVA RESULTS FOR THE GEOGRAPHIC LOCATION

N Mean Std Deviation
Effect Size ANOVA

SA Africa F Sig.

Strategic 
Intelligence

SA 107 2.521 0.886 17.87 0.000

Africa 45 2.241 0.841 0.32

Other 37 3.261 0.316 0.84 1.21

Total 189 2.599 0.865

(Source: Compiled by authors from survey results)

The p-value is less than 0.05 indicating that the participants 
in different geographic locations answered the questions in 
a significantly different manner statistically. The results for 
the effect sizes indicate that the d-value was 0.84 for SA 
when compared to other continents and 1.21 when Africa 
is compared to other continents. This indicates a large 
practically visible difference. The mean values for Africa 
were the lowest indicating that the mining organizations in 
Africa rank the lowest in terms of the utilization of Strategic 
Intelligence. The mean value for SA was significantly lower 
when compared to other continents indicating that South 
African mines use SI to a lesser extent when compared to 
mining organizations in other continents.

CONCLUSION

Conclusion regarding the specific theoretical objectives 
and the results of the empirical study are made.

Regarding the specific theoretical objectives

Strategic intelligence is about having the correct 
information at the disposal of the right people to enable 
those people to make informed strategic decisions 
about the current status and future of their organization. 
Strategic intelligence is therefore expected to provide 
an organization with the data and information it needs 
about its external and internal environment and help the 
organizations to have the capacity to anticipate change, 
design suitable strategies that will not only create business 
value for customers, but also create future growth and 
profits for the organization in new markets within or across 
industries. Organizations must be able to adapt to changing 
circumstances, especially when signals in the competitive 
environment suggest a need to change course.  

The mining industry needs to remain competitive and be 
able to sustain their performance. The rising pressure on 
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these mining companies to grow profits despite a sub-
optimal macro-economic environment and rising costs 
requires in-depth analysis and strategic flexibility. 

Regarding the specific empirical objectives

One of the objectives was to determine to what extent 
Strategic Intelligence is used within the mining industry. 
The results of the factor analysis showed that all the factors 
displayed satisfactory levels of reliability. About one third of 
the respondents indicated that their organizations do not 
have a strategic intelligence process in place. About 39% 
indicated that their organizations do not have any long-term 
strategic intelligence plans. There are no dedicated human 
resources to maintain the strategic intelligence function in 
more than half of the organizations. A significant number 
of respondents disagreed with the statement that strategic 
intelligence is distributed to management in a timely fashion.   

The other objective was to determine the relationship 
between the dimensions of strategic intelligence and the 
performance. The results indicated that a majority of the 
organizations were not satisfied with the productivity of 
their current operations. The overall performance of 44% 
of the mines was not meeting expectations. About a third 
of the mines indicated that their cash flows were not stable 
at all.

A statistically and practically significant positive relationship 
was found between Strategic IQ of an organization and 
perceived business performance. There is a statistically 
and practically significant positive relationship between 
strategic intelligence and perceived business performance. 
Strategic Intelligence was found to be related to 
business intelligence, competitive intelligence, marketing 
intelligence and knowledge management. The results of a 
regression analysis confirmed that strategic Intelligence is 
a function of business intelligence, competitive intelligence, 
marketing intelligence and knowledge management.

The data also indicated that mines in other continents have 
relatively higher means implying that they use strategic 
intelligence systems more than those in SA and the rest 
of Africa. Lowest means are observed for the mining 
organizations in other African countries.

RECOMMENDATIONS

Based on the review of literature and the empirical 
data generated in this study, the researcher makes 
the following recommendations to the managers of 
the mining organizations. The recommendations are 
generally applicable to any industry.

Managing successfully with strategic intelligence 
must begin with the organization’s ability to effectively 
use information and knowledge about customers, 
products, services, operations, finances, markets and 
trends in order to impact future business performance. 
Managers must treat the management of information 
and knowledge as a distinct core competency in 
their organizations. Mining managers must develop 
organizational guidelines to help employees through the 
process of collecting, maintaining, sharing, and using 
information. 

They should also ensure that employees understand 
the business well and know the type of information 
that is critical to business performance. Managers also 
need to assist employees in understanding how to use 
technology effectively. They must build a culture where 
all employees play a role in the organization’s strategic 
intelligence process. The organizations need to develop 
effective ways of learning about their internal and external 
environments and implement strategic decision systems 
which allow them to capitalize on opportunities and 
defend themselves against threats. Thorough scanning 
and analysis of the competitive environment and 
customers should be carried out continuously to detect 
any new entrants, competitors, emerging technologies, 
competitive advantages and disadvantages and new 
ideas about products or services.

The convergence and synergy of the business 
intelligence, marketing intelligence, competitive 
intelligence and knowledge management has been 
proposed to form strategic intelligence in this research. 
Future research can be used to generate more 
theoretical and empirical data in this regard. The optimal 
framework used for such a synergy can also be tested 
through future research.
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 POSSIBLE SCENARIOS FOR AFRICA’S ECONOMIC FUTURES 
TOWARDS 2055

ABSTRACT

This is a Futures Studies paper on the economic development 
of the African continent. The purpose of this paper was to 
develop four possible scenarios for Africa’s economic futures 
over the next 40 years. The first scenario is The Legend of 
Seretse Khama – “Transforming Rags to Riches”, in which 
good governance and good economic growth prevails 
in Africa. The second scenario is The Mauritian Miracle 
– “Nobody Owes Us a Living”, in which there is good 
governance albeit bad economic growth on the continent 
(mixed fortunes). The third scenario is Architects of Poverty 
– “Historical Trend of Africa’s Political Elite”, in which there 
is bad governance whilst the continent is experiencing good 

economic growth (mixed fortunes). The fourth scenario is The 
Chronicles of Zimbabwe – “Cry The Beloved Motherland”, 
in which bad governance as well as bad economic growth 
prevails on the continent. The research methodology used 
in this paper is a Futures Studies research methodology 
known as the scenario planning research process. The 
learnings from the scenarios were then used to inform the 
strategies and detailed managerial applications that need to 
be executed in order to positively shape the future of Africa’s 
economic development towards 2055.

Keywords – Futures Studies, Scenario-planning research 
process, drivers for change, scenarios, Strategic Management
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INTRODUCTION

The world is changing at an accelerating and apparently 
dizzying pace, therefore, understanding change is crucial 
for navigating the world (Diamandis and Kotler, 2012; 
Adendorff and Collier, 2015; UN, 2016). The 20th Century 
produced upheavals that changed lives through changes 
in population, technology, the economy, the environment, 
governance, values – all on a global scale (Bishop and 
Hines, 2012; Ferguson, 2012; UN, 2016). The latter 
changes tore down traditions and shifted world views 
and structures by promoting a truly global economy, 
creating new forms of communication, as well as changing 
fashion, lifestyles, parenting, politics, crime, and climate. 
In addition, thus far the 21st Century has already brought 
more astounding changes, i.e. the attacks on the World 
Trade Centre; ubiquitous hand-held wireless devices; the 
greatest recession in 80 years; unprecedented political 
change in the Middle-East, and novel biological forms 
and treatments (Diamandis and Kotler, 2012; Bishop and 
Hines, 2012; UN, 2016).

As such, each of the above-mentioned changes comes 
with weighty practical and ethical implications. For 
instance, British scientists have recently created artificial 
sperm from human embryonic stem cells. The questions 
based on this innovation are: (1) Will babies now be 
born artificially? (2) Will long-deceased fathers fertilize 
their widows? (3) Will science make men unnecessary? 
As a result, faced with this level of change, according 
to Bishop and Hines (2012), it is no wonder people are 
asking themselves how they should deal with change, i.e. 
how will change impact their lives, their businesses, their 
relationships, and their future?

According to Bishop and Hines (2012), the aforementioned 
question actually exposes the need for the discipline of 
foresight1. The authors state that foresight is fundamentally 
about the study of change. As a result, a good deal 
of attention is paid on exploring change in its various 
dimensions, i.e. what types of change? Where does the 
change come from? How broad does the change spread? 
At what speed does it spread? In other words, the discipline 
of foresight pays a good deal of attention to exploring the 

1  The terminology “discipline of foresight” is used interchangeably with “Fu-
tures Studies”

synthesis of how change works (Bishop and Hines, 2012). 
Actually, Cronje (2014) indicated that in order for futurists 
to carry out their tasks, futurists seek to study the drivers of 
change (what causes change?), i.e. What are the dynamic 
processes that underlie technological developments on 
the one hand and changes in the political, economic, 
social, and cultural orders on the other hand? Futurists 
seek to determine what anticipated changes may have to 
be accepted because they are beyond human control and 
what anticipated changes can be brought under human 
control (Cronje, 2014; Inayatullah and Milojević, 2015). In 
addition, futurists also seek to discover the unanticipated, 
unintended, and unrecognised consequences of social 
action (Bishop and Hines, 2012; Paillard and Treyer, 2014). 
As such, this is a Futures Studies paper on the economic 
development of the African continent towards 2055.

PROBLEM STATEMENT

The acceleration of history, the rapid growth of knowledge, 
the exponential advancement of technology, as well as 
the information overflow – all in combination – are having 
immense effect on socio-cultural values (Adendorff and 
Collier, 2015; Bishop and Hines, 2012; Diamandis and 
Kotler, 2012; Ferguson, 2012; Inayatullah and Milojević, 
2015; Inayatullah, 2016). In fact, Cronje (2014) indicated 
that this impact cannot be seriously evaluated, much less 
effectively engaged, through methods of routine decision-
making and elementary linear planning. The latter 
mentioned methods lack the endeavour of taking into 
account numerous transformations and mutations that are 
in the making now for the future (Cronje, 2014; Inayatullah 
and Milojević, 2015).

To address the shortcomings of the abovementioned 
methods, the discipline of Futures Studies calls for 
integrated manoeuvres and a long-term vision of alternative 
choices with an awareness of their respective implications 
(Cronje, 2014; Inayatullah, 2016). Accordingly, this Futures 
Studies research paper on the economic development 
of Africa towards 2055, was undertaken in an attempt to 
humbly contribute to the redressing of the shortcomings 
of routine decision-making and elementary linear planning 
(Cronje, 2014; UN, 2016) on the African continent.



STRATEGIC MANAGEMENT
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  38
ISBN 978-0-620-71113-5

RESEARCH OBJECTIVES

The primary objective of this paper was to develop possible 
scenarios for Africa’s economic futures over the next forty 
years, i.e. towards 2055. The secondary objective of the 
paper is to explain the many ways in which environmental 
scanning and development could both push and inhibit 
each other in the future. This paper will not attempt to 
predict the future, but will rather illustrate plausible futures 
taking into account current prevailing and future forces – 
both external and internal – that are having and will have 
an impact on Africa’s economic development towards 
2055. In fact, Futures Studies research indicates that too 
many forces work against the possibility of obtaining the 
right forecast (Cronje, 2014; Bishop and Hines, 2012; 
Adendorff, 2013; Inayatullah, 2016).

LITERATURE REVIEW

Drivers of change2

Political drivers of change affecting Africa’s 
economic development

According to UNECA (2016), the most inclusive report on 
governance in Africa is the African Governance Report 
(AGR). The AGR evaluates and observes the progress 
of governance in African countries. The report highlights 
the capacity shortfalls in institutions of governance and 
recommend policies and strategic interventions that will 
lead to the improvement of governance on the continent.
The main findings of the African Governance Report IV 
(AGR IV) of 2016 is that African polities are continually 
being liberalised. This indicates the fact that the continent’s 
multiparty politics are developing steadily (although bumpy 
at times). In fact, Africa’s political participation and voter 
turnout rates have improved whilst there is continuous 
progress on political inclusion across the continent 
(UNECA, 2016).

2  A driver involves the result of the transformation in an environment 
brought on by any natural or human-induced factor that directly or indi-
rectly causes a change. A direct driver indisputably influences specific pro-
cesses, whereas an indirect driver operates more diffusely by altering one or 
more direct drivers.

On the other hand, the picture is not all shiny, because for 
instance, a democratic culture has yet to be institutionalised 
as residues of authoritarianism threaten the democratic 
process. In addition, the politics of consociationalism3 and 
political accommodation are not yet rooted in the polity, 
and thus, consequently, political tension, conflict and 
crises are emerging patterns of electoral politics in Africa 
(UNECA, 2016; UN, 2016).

The AGR IV also indicated that corruption in Africa remains 
the single most important challenge to: (1) The eradication 
of poverty; (2) The creation of a predictable and favourable 
investment environment; as well as (3) socio-economic 
development on the continent. The general perception 
is that the major institutions of government – executive, 
legislature and the judiciary – are corrupt in varying 
degrees. In fact, it is also understood that non-state 
institutions of civil society and the private sector are not 
immune to corruption. Actually, corruption continues to 
deepen poverty and stall the realisation of the Sustainable 
Development Goals in Africa (UNECA, 2016; UN, 2016).
According to UNECA (2016), good governance is a 
precondition for poverty reduction. In fact, there is a 
growing consensus in Africa that better governance is a 
key element in promoting growth and development as well 
as enabling African countries to achieve the Sustainable 
Development Goals (UNECA, 2016; UN, 2016).

Economic drivers of change affecting Africa’s 
economic development

Global economic growth

Growth prospects have weakened throughout the world 
economy. Global growth for 2016 is projected at 2.4 percent, 
unchanged from the disappointing pace of 2015, and 
0.5 percentage point below the January forecast (World 
Bank, 2016). Emerging market and developing economies 
(EMDEs) are facing stronger headwinds, including weaker 

3  Consociationalism is a form of democracy which seeks to regulate the shar-
ing of power in a state that comprises diverse societies (distinct ethnic, re-
ligious, political, national or linguistic groups), by allocating these groups 
collective rights. In fact, Political scientists define a consociational state as a 
state which has major internal divisions along ethnic, religious, or linguistic 
lines, with none of the divisions large enough to form a majority group, yet 
nonetheless manages to remain stable, due to consultation among the elites 
of each of its major social groups. Consociational states are often contrasted 
with states with majoritarian electoral systems.
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growth among advanced economies and persistently low 
commodity prices, as well as lackluster global trade and capital 
flows (World Bank, 2016). Divergences between commodity 
exporters and importers persist. Conditions remain markedly 
challenging for commodity exporters, which continue to 
struggle to adjust to the new era of depressed prices (World 
Bank, 2016). In contrast, commodity importers are showing 
greater resilience to headwinds, although the expected 
growth windfall from low energy prices has been surprisingly 
modest. Global growth is projected to pick up slowly to 3.0 
percent by 2018, as stabilizing commodity prices provide 
support to commodity exporting EMDEs. Downside risks 
have become more pronounced. The downside risks include 
deteriorating conditions among key commodity exporters, 
softer-than expected activity in advanced economies, rising 
private sector debt in some large emerging markets, and 
heightened policy and geopolitical uncertainties. While policy 
space for monetary and fiscal stimulus is narrow, structural 
reforms could boost growth both in the short and the long 
term (World Bank, 2016).

Economic growth in major economies

Prospects for major advanced economies have deteriorated, 
amid weak global trade and manufacturing activity (World 
Bank, 2016). Growth is now generally expected to level off 
in 2016, rather than strengthen, despite the positive effects 
on real incomes from lower oil prices and improving labour 
market conditions (World Bank, 2016). With increasing 
downside risks to growth, and inflation persistently below 
target, the European Central Bank (ECB) and Bank of Japan 
are pursuing further policy accommodation, while the U.S. 
Federal Reserve will normalise policy interest rates more 
slowly than expected in January 2016. China continues 
its gradual slowdown and rebalancing, as reforms are 
implemented and their impact is calibrated by policy easing 
(World Bank, 2016).

Economic growth in emerging markets and developing 
economies

The weakness in emerging market and developing 
economies in 2015 has extended into 2016. Aggregate 
growth for EMDEs is projected at 3.5 percent for 2016, 
marginally above the disappointing pace of 3.4 percent in 

2015 (World Bank, 2016). However, this forecast masks 
a marked difference between commodity exporters and 
importers. After stagnating last year, growth in commodity 
exporting EMDEs for 2016 is expected to be 0.4 percent—
substantially below the 1.6 percent envisaged in January, 
reflecting further downward revisions to commodity price 
forecasts, weak global trade, volatile capital flows, and 
persistent domestic challenges (World Bank, 2016). In 
contrast, growth projections for commodity importing 
EMDEs are little changed, at 5.8 percent for 2016, and are 
expected to be broadly stable at that level through 2018. 
In low-income countries, growth in 2016 is projected at 
5.3 percent. Policy buffers continue to erode in commodity 
exporting EMDEs, especially in oil exporting countries, 
reducing their ability to withstand further downside shocks 
(World Bank, 2016).

Social drivers of change affecting Africa’s economic 
development

Anticipated demographic trends in population growth and 
age structures are important drivers of economic growth 
(African Development Bank, 2014a, 2014b). As such, with 
1 billion people in Africa currently, and more than 1.5 billion 
people projected for 2030, the continent’s greatest asset will 
be in its capacity to harness this rapidly increasing reservoir 
of human capital. Over the coming decades these trends 
are projected to lead to high levels of economic growth 
in some African countries, provided that the right policies 
are put into place (UN, 2016). Thus, demographic trends 
are likely to provide an opportunity to reduce poverty and 
yield a demographic dividend that will lead to economic 
success as it did in the Asian emerging markets, where 
as much as one-third of East Asia’s economic “miracle” 
is attributed to demographic change (UN, 2016; World 
Bank, 2016). However, in countries with scarce resources 
and inadequate policies, population growth could lead to 
economic decline and misery (African Development Bank, 
2014a, 2014b). In fact, Africa is also the youngest region in 
the world and projections indicate that by 2040, Africa will 
have the largest workforce in the world, surpassing China 
and India. A large ‘youth bulge’ can be an opportunity for 
change, progress and social dynamism for the continent. 
This ‘youth bulge’ offers endless opportunities for economic 
and social development, provided that the talents of this 
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rising youth cohort are harnessed and channelled towards 
the productive sectors of the economy (African Development 
Bank, 2014b).

Technological drivers of change affecting Africa’s 
economic development

According to McKinsey Global Institute (2013), Africa is 
going digital. Although only 16 percent of the continent’s 
1 billion people are online, however that share is rising 
rapidly as mobile networks are built out and the cost of 
Internet-capable devices continues to fall (UN, 2016). In 
fact, more than 720 million Africans have mobile phones, 
whereas some 167 million already use the Internet and 52 
million are on Facebook (McKinsey Global Institute, 2013). 
As such, evidence of what is to come can already be seen 
in Africa’s major cities, where consumers have disposable 
income, more than half have Internet-capable devices, 
and 3G networks are up and running (Adendorff, 2013). 
There is a growing wave of innovation as entrepreneurs 
and large corporations launch Web-based ventures, from 
e-commerce sites and digital entertainment platforms, 
to mobile health technologies and online educational 
content. In fact, African governments have placed Internet-
driven growth firmly on the agenda, for instance, Rwanda, 
Morocco, and Nigeria, have ambitious plans to expand 
high-speed Internet access to most of their populations. 
As a matter of fact, most countries have developed 
national information and communication technologies 
(ICT) strategies, but many are still in the early stages 
of implementation (McKinsey Global Institute, 2013). 
Currently, Africa’s iGDP (which measures the Internet’s 
contribution to overall GDP) remains low, at 1.1 percent 
– just over half the levels seen in other emerging markets 
and well below the average of 3.7 percent in developed 
economies. The Internet will generate economic growth 
and social transformation in six sectors in particular: 
financial services, education, health, retail, agriculture, 
and government (McKinsey Global Institute, 2013).

Environmental drivers of change affecting Africa’s 
economic development

According to the United Nations Environment Programme 
(2013), environmental and health issues deserve priority 

consideration in national development. Indoor and outdoor 
air pollution, unhygienic or unsafe food, improper waste 
disposal, absent or unsafe vector control, and exposure 
to chemicals, are major environmental health hazards 
in most African countries. As such, about 10 percent of 
the disease burden in Africa is attributable to inadequate 
water, sanitation, and hygiene, with children bearing most 
of it (United Nations Environment Programme, 2013).

Legal drivers of change affecting Africa’s economic 
development

According to UNECA (2016), human rights and the rule 
of law are key indicators of good governance, and in turn, 
good governance is a key element in promoting growth 
and development as well as enabling African countries 
to achieve the Sustainable Development Goals. As 
such, with regards to human rights and the rule of law, 
Africa has a mixed record: while the formal commitments 
taken at both the global and regional levels demonstrate 
a willingness to advance the cause of human rights as 
well as the rule of law across the continent, the reality 
on the ground is unsatisfactory. More efforts are needed, 
especially to enforce the rights provided for, under the 
various international, regional and national instruments. 
Moreover, it is important to deepen a culture of human 
rights in Africa among political leaders, policy makers, 
bureaucrats, as well as ordinary citizens (UNECA, 2016).

RESEARCH METHODOLOGY

Scenarios

This section discusses the scenario planning research 
process. There is a difference between scenarios and 
forecasts. As such, forecasts are descriptions of relatively 
unsurprising projections of the present, whereas scenarios 
are vivid descriptions of plausible futures (Cronje, 2014; 
Inayatullah, 2016). Therefore, scenarios are not forecasts. 
Neither are scenarios visions, that is, desired futures. 
Instead, scenarios are alternative stories of how the future 
may unfold. Scenarios are credible, consistent, challenging 
stories that help to focus on the critical uncertainties and to 
understand the balance of forces that will shape the future 
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(Adendorff and Collier, 2015; Inayatullah, 2016). In fact, 
scenarios can have different shapes and formats, ranging 
from an eloquent unfolding of possible dramatic events, 
to a clinical analysis of the forces of change. Therefore, 
in the final analysis, scenarios are stories that describe 
the evolving dynamics of interacting forces, rather than 
the static picture of a single end-point future (Wade, 2012; 
Inayatullah, 2016). The futures that scenarios describe are 
possible and plausible; they are not posed as hypothetical 
extremes – utopia and dystopia (Adendorff, 2013; Wade, 
2012; Paillard and Treyer, 2014; Inayatullah, 2016).

The ideal result of scenario writing is a description of the 
future state, a detailed picture of what that world looks and 
feels like – along with a story explaining how it came into 
being (Wade, 2012; Inayatullah, 2016). In fact, in scenario 
writing it is very important to describe the chain of causality 
– a logical, step by step reasoning of the intermediate 
causes and effects that resulted in that particular end state 
coming into being (Wade, 2012). As such, scenario writing 
is like writing the “history” of the future. The key outcome 
of scenario development is two to four scenarios that 
are plausible, challenging, and relevant (Cronje, 2014; 
Inayatullah, 2016). The scenarios must be plausible in that 
they can potentially draw from data and facts, and present 
an acceptable view of the future (Adendorff and Collier, 
2015). In addition, the scenarios must be challenging in 
that they can assemble events and facts in a way that 
challenges the current mental models (Wade, 2012, 
Adendorff and Collier, 2015). Finally, the scenarios must 
be relevant in that they relate to the key issues that have 
been expressed in the research project, i.e. drivers for 
change (Paillard and Treyer, 2014). Therefore, the validity 
of a scenario is based on the scenario being plausible, 
challenging, and relevant. In fact, each scenario must 
have a scenario narrative (detailed account), a title/name, 
characters, as well as a beginning, a middle, and an end 
(Wade, 2012; Cronje, 2014; Paillard and Treyer, 2014; 
Adendorff and Collier, 2015).

Scenario titles

Assigning memorable names to the scenarios forms 
part of the scenario-based planning process (Adendorff, 
2013). Scenario names (titles) are critical, therefore, it is 

then essential to give each scenario a brief, descriptive 
title (name) that facilitates understanding, comparison, 
and discussion (Wade, 2012; Cronje, 2014; Adendorff 
and Collier, 2015; Inayatullah, 2016). The scenario names 
provide a sort of “Velcro” for those reading the scenarios 
since the names offer an easy way to talk about the 
different worlds that may confront the continent and its 
decision makers (Wade, 2012; Cronje, 2014; Adendorff 
and Collier, 2015; Inayatullah, 2016).

Brief description of scenario titles

In order to expand and elaborate on the scenario titles, 
one paragraph descriptions are written to convey the 
essence of each scenario in a one paragraph story line 
(Wade, 2012; Cronje, 2014). The aim here is to capture 
the essential dynamics of each scenario, highlighting 
the major forces at work and the different outcomes they 
produce (Adendorff and Collier, 2015; Inayatullah, 2016).

The scenario narrative

The scenario narrative is the detailed account of how each 
scenario might evolve, describing a fairly detailed “history” 
of the future (Wade, 2012; Cronje, 2014). In fact, writing 
the scenario narrative requires storytelling capability that 
pulls together the main threads of the developing trends 
into coherent patterns and “seeding” the story with specific 
events that may not be inevitable parts of the scenario, 
but that give substance and detail to the narrative (Wade, 
2012; Inayatullah, 2016). In fact, this level of detail is 
needed to make the scenarios useful as test beds for 
developing strategy, rather than merely “interesting” 
stories – scenarios, after all, are supposed to be planning 
documents (Cronje, 2014; Adendorff and Collier, 2015).

As mentioned earlier, the key outcome of scenario 
development is two to four scenarios (Cronje, 2014; 
Inayatullah, 2016). The two to four scenarios are very 
different from each other; in fact, they should vary markedly 
(Wade, 2012; Cronje, 2014; Adendorff and Collier, 2015; 
Inayatullah, 2016). However, as much as the scenarios 
vary from each other, according to Adendorff and Collier 
(2015), it is very important to remember when writing the 
scenario narratives that not everything changes from one 
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scenario to the other. In fact, some key elements remain 
reasonably constant across the scenarios, or change in 
relative minor and predictable ways, e.g. demographic 
trends (Wade, 2012; Adendorff, 2013; Cronje, 2014; 
Adendorff and Collier, 2015).

Critical uncertainties

Among the drivers for change that are affecting Africa’s 
economic development, there are those factors (driving 
forces) that combine the greatest degree of uncertainty 
with the greatest potential impact on the future success of 
Africa’s economic development (Adendorff, 2013; Cronje, 
2014; Adendorff and Collier, 2015). The aforementioned 
driving forces that rank high on their potential impact and 
high on uncertainty (high impact – high uncertainty) are 
called critical uncertainties (Wade, 2012; Cronje, 2014; 
Inayatullah, 2016). As such, factors with high impact are 
those that have the power to fundamentally reshape Africa’s 
development, whereas factors with high uncertainty are 
those factors whose outcomes are highly unknown (Wade, 
2012, Adendorff, 2013; Paillard and Treyer, 2014; Adendorff 
and Collier, 2015). In essence, this research paper 
identified governance and economic growth as the critical 
uncertainties that will shape the future of Africa’s economic 
development path towards 2055.

Proposed scenarios for Africa’s economic 
futures towards 2055

According to Inayatullah (2015:4), “when compared to 
planning, the futures approach is longer-term, from five to 
50 years (even 1000 years) instead of one to five years”. 
The latter-mentioned view is supported by the African Union 
Commission (AUC), which states that “long - term planning 
as per Agenda 2063 is not new” (African Union Commission, 
2015:26). In fact, the AUC states that Africa Agenda 2063 
fits within a tradition of long – term planning that have been 
demonstrated by a number of African countries which have 
developed long – term plans and national visions (African 
Union Commission, 2015). Examples of long-term plans 

and national visions are: “Uganda (2040); South Africa and 
Egypt (2050); Sierra Leone, Senegal and Cameroon (2035); 
while Malawi, Nigeria, Rwanda, Lesotho, Cote D’Ivoire 
are preparing to replace their respective visions that end 
in 2020, which would take them to beyond 2050” (African 
Union Commission, 2015:26). As such, the researchers’ 
proposed scenarios for Africa’s economic futures towards 
2055 also fit within the long – term planning approach of 
Futures Studies as discussed above.

There is no standard method of developing scenarios. It 
is a creative process that harnesses the expertise of the 
people involved. However, it is very important to describe 
the chain of causality, i.e. the intermediate causes and 
effects that resulted in the particular end state of Africa 
after 40 years from now – the Africa of 2055 (Wade, 2012; 
Cronje, 2014; Adendorff and Collier, 2015; Inayatullah, 
2016). As such, the scenarios presented in this paper are 
four stories (describing the chain of causality) of what 
may be towards 2055.

The researchers determined scenario names that have 
an African history. This was done so as to demonstrate 
that the scenarios that are proposed in this paper are 
indeed possible and plausible, given that these African 
histories have indeed materialised at one time or the 
other.

The first scenario is titled The Legend of Seretse Khama 
– “Transforming Rags to Riches”. In this scenario good 
governance and good economic growth prevails in Africa. 
The second scenario is The Mauritian Miracle – “Nobody 
Owes Us a Living”, in which there is good governance 
albeit bad economic growth on the continent (mixed 
fortunes). The third scenario is Architects of Poverty – 
“Historical Trend of Africa’s Political Elite”, in which there 
is bad governance whilst the continent is experiencing 
good economic growth (mixed fortunes). The fourth 
scenario is The Chronicles of Zimbabwe – “Cry The 
Beloved Motherland”, in which bad governance as well 
as bad economic growth prevails on the continent.
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FIGURE 1: PROPOSED SCENARIOS FOR AFRICA’S ECONOMIC FUTURES TOWARDS 2055

Source: Researchers own construction
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As such, each scenario will start with a description in order 
to expand and elaborate on the scenario title. In addition, 
each scenario will be a detailed account describing the 
“history” of Africa’s economic development path over the 
next 40 years, i.e. the “history” of Africa from the point of 
view of the year 2055 and looking 40 years back to 2016. 
It is important to note that the scenarios are not “playing” 
in series, but rather that the scenarios are playing 
simultaneously in parallel. Neither of the scenarios will be 
classified as a preferred scenario (Wade, 2012; Adendorff, 
2013; Adendorff and Collier, 2015; Inayatullah, 2016).

FINDINGS

Scenario 1: The Legend of Seretse Khama – 
“Transforming Rags to Riches”

At the time of its Independence, in 1966, Botswana was 
amongst the world’s poorest countries – poorer than 
most African countries. As the independent country’s 
first president, Sir Seretse Khama set out on a vigorous 
economic program that was intended to transform the 
country into an export-based economy, built around beef, 
copper, and diamonds. The 1967 discovery of Orapa’s 
diamond deposits aided the President’s economic 
program. However, it must be noted that other African 
countries have had abundant resources but still proved 
poor. In fact, between 1966 and 1980, Botswana had the 
fastest growing economy in the world. Much of this money 
was reinvested into infrastructure, health, and education 
costs, thus resulting in further economic development. Sir 
Seretse Khama also instituted strong measures against 
corruption, which was the curse of so many newly-
independent African nations.

By 2055, a new generation of political authorities has 
emerged in Africa. These politicians have made a conscious 
and deliberate decision to break away from the historical 
corrupt tendencies of the majority of their predecessors. 
Instead, the political authorities have decided to emulate 
great African leaders such as Sir Seretse Khama. The 
politicians have managed, over the past few decades, to 
promote good governance and democracy in Africa. In 
fact, democracy is institutionalised across the continent. 

Institutions such as the AU, ECOWAS, and SADC, have 
also taken leadership, over the years, in promoting 
democracy and good governance. By 2055, all African 
countries have met the minimum standards of governance 
and economic management that are required to qualify as 
members of NEPAD. The progress with regards to good 
governance and democratic development across Africa 
is managed through the African Peer Review Mechanism 
(APRM) of NEPAD. The APRM has been continuously 
assessing political, economic and corporate governance 
across Africa, identifying shortcomings and recommending 
appropriate actions to address these shortcomings.

As a result, the politics of consociationalism and political 
accommodation are firmly rooted in African communities. 
Political tension, conflict and crises, are no longer patterns 
of electoral politics on the continent – instead, they are a 
thing of the past. African polities are liberalised. Political 
inclusion and participation, as well as voter turnout rates, 
have reached historical levels never witnessed before on 
African soil.

The new generation of political authorities are practicing 
accountable political leadership and have instituted strong 
measures against corruption across Africa. As such, the 
multiple anti-corruption institutions of African countries 
have full institutional and administrative autonomy. The 
drastic decline in corruption has had a positive effect on 
economic growth and development in Africa. In fact, owing 
to the drastic decline of corruption across the continent, 
Africa is now seen as a predictable and favourable 
investment environment. The inflows of FDI into Africa 
have reached historic heights, not only in the oil, gas and 
mining sectors, but in the non-extractive industries as well. 
African governments are investing some of the income 
from the increased economic activity into the provision 
of better public services, social infrastructure, and public 
security. Some of this income is used to service Africa’s 
external debt.

As a result of the increased economic activity in Africa, 
considerable progress has been made towards the 
eradication of poverty on the continent. Socio-economic 
development has reached the levels of other developing 
nations outside Africa. Africa is no longer the least 
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developed continent in the world – she no longer lags 
behind other developing nations in the quest of becoming 
a fully developed nation one day in the distant future.

When NEPAD was developed at the dawn of the 21st 
Century in 2001, NEPAD’s proposed objective was an 
annual economic growth rate of 7% in Africa. By 2055, partly 
because of good governance, Africa’s target of 7% annual 
economic growth has been achieved. In fact, over the past 
40 years leading towards 2055, the target of 7% annual 
economic growth has sometimes even been exceeded. As 
a result of this growth as well as increased net FDI inflows, 
African governments have been significantly alleviating 
infrastructure bottlenecks and considerably increasing 
export capacity.

Gross fixed investments have grown considerably. Prudent 
monitory policies as well as lower food and energy prices 
have resulted in low inflation rates. These low inflation 
rates, coupled with steadily increasing remittances, have 
stimulated private/household consumption and have 
resulted in continued expansion of domestic demand. 
In these favourable economic conditions that are 
supplemented by good economic governance, the number 
of people living in extreme poverty, as well as the levels 
of unemployment – especially among the youth – have 
decreased significantly across the African continent.

Scenario 2: The Mauritian Miracle – “Nobody 
Owes Us a Living”

When Mauritius won Independence from the UK in 1968, 
its economic outlook was far from promising. However, to 
date, it is indeed a remarkable road that the Mauritians 
have travelled, but it is no miracle. It is the doing of the 
Mauritian people. It is about the pragmatic management of 
the challenge of vulnerability and about how social forces 
resolve to interact for wealth creation and accumulation. It 
is about how the dynamics of social forces shape the type 
of leadership that emerges, and about how leadership 
manages the interaction and contradictions between 
social forces to ensure continued progress. Mauritius’ 
development has been a matter of survival strategy against 
all odds, the capacity to find solutions to challenges. 
This has been the psyche of the Mauritian people since 

Independence, that “nobody owes us a living’. As such, to 
this day, political leaders still repeat the leitmotif – “nobody 
owes us a living”.

By 2055, Africa’s economic growth had been negatively 
affected by slower growth in emerging markets as well as 
by a weak recovery of developed economies from ‘The 
Great Recession’ of 2007 and 2008. This has resulted 
in a protracted decline in commodity prices and lower 
Foreign Direct Investment inflows into Africa. As such, 
commodity price shocks have slowed economic growth on 
the continent, however, economic growth has not totally 
collapsed. By 2055, export capacity has declined and 
there has been a significant deterioration of real GDP and 
current account balances in African countries that depend 
on mineral exports. The ratio of public debt to GDP has 
increased. In fact, the debt ratio in some African countries 
have risen sharply, raising the threat of debt sustainability 
going forward. Energy and food prices are increasing 
across the continent, and as a result, inflation is on the 
increase. The increasing prices have constricted private/
household consumption and have resulted in a continued 
decline of domestic demand. As a result of the negative 
economic growth that Africa has been experiencing over 
the past 40 years, by 2055, NEPAD’s proposed objective 
of 7% annual economic growth has been continually 
missed by all African countries.

Notwithstanding the sluggish economic growth, towards 
2055, good governance is prevailing across Africa. The 
political authorities are repeating the Mauritian leitmotif 
since Mauritius’ Independence, that “nobody owes us a 
living”. These politicians are telling the peoples of Africa 
that: “Nobody owes us a living. The only way to face the 
difficulties arising from the negative economic growth that 
Africa is experiencing – as well as the attendant challenges 
that the peoples of Africa are facing – is to work, work and 
work. It is up to us to attract investors and FDI”.

In these unfavourable economic conditions, but tempered 
with good governance across the continent, African 
governments know that investment in infrastructure is 
vital in triggering economic growth. As a result, African 
governments are investing in infrastructure although the 
bad economic conditions do not allow for the significant 
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alleviation of infrastructure bottlenecks. As such, in their 
quest to trigger economic growth, African governments 
across the continent are promoting democracy; political 
stability; the independence of institutions; as well as 
making investments in health and education.

Scenario 3: Architects of Poverty – 
“Historical Trend of Africa’s Political Elite”

In this scenario there is good economic growth in Africa 
albeit in the midst of bad governance on the continent 
(mixed fortunes). This scenario is analogous to the 
historical trend of Africa’s political elite as the architects 
of poverty in Africa. As a result, this scenario is a trend 
scenario because it is an extension of key trends identified 
in the past decades. However, this does not mean that 
history will not be marked by a number of breaks with the 
past, instead, in this scenario Africa will change, but it 
will not really change enough to break with key trends of 
the past. For example, the foregoing scenarios one and 
two break with key trends of the past because the new 
generation of politicians break away from the historical 
tendencies of their predecessors, i.e. the historical 
tendencies of Africa’s political elite since Independence 
in 1957. Sadly, by 2055, scenario three does not change 
enough to break with the key trends of Africa’s past.

Towards 2055, Africa’s political authorities are continuing 
in the footsteps of the historical corrupt tendencies of 
the majority of their predecessors. As such, by 2055, 
corruption remains the single most important challenge 
to: (1) The eradication of poverty, (2) Socio-economic 
development, and (3) The creation of a predictable and 
favourable investment environment in Africa. The general 
perception is that the major institutions of government – 
the executive, legislature, and the judiciary – are corrupt 
in varying degrees. In fact, corruption is also existent 
in non-state institutions of civil society as well as in the 
private sector. Consequently, corruption is widespread 
across the continent and it is ensuring that poverty 
continues to deepen in Africa.

By 2055, there are still residues of authoritarianism 
that are threatening the democratic process on the 
continent, and as a result, a democratic culture is still 

not institutionalised in Africa. There is generally a lack 
of human rights culture among political leaders, policy 
makers, bureaucrats, as well as ordinary citizens. The 
politics of consociationalism and political accommodation 
are still not yet rooted in the polity. As a result, political 
tension, conflict, and crises are emerging patterns of 
electoral politics in Africa.

As such, many ruling parties continue to suppress 
opposition parties with different degrees of severity. In 
fact, access to the media, state funds, and logistical 
facilities are skewed in favour of the ruling parties in 
most African countries. The organisational structures 
of political parties remain largely undemocratic – their 
internal processes, especially in conducting party primary 
elections, are rarely democratic as wealthy individuals 
still continue to have disproportionate influence in party 
affairs and the selection of candidates.

The electoral authorities in some African countries do 
not have autonomy, funding, and institutional capacity to 
conduct free, fair and transparent elections. As a result, 
the credibility and legitimacy of elections remain suspect 
in many Africa countries. At often times, elections are less 
of a peaceful means of transferring power than they are 
a trigger of conflict. Violence often follows elections on 
the continent. Incumbent regimes often put unnecessary 
political pressure on the electoral authorities, undermining 
their integrity as independent referees in the electoral 
process. The democratic choice of the peoples of 
Africa is being undermined. Even the media does not 
operate in a fully free environment. Consequently, the 
vibrancy and tenacity of the media is limited. National 
governments in Africa are generally unwilling to allow the 
decentralisation of power that is prescribed by their own 
constitutions. Thus, the concentration of resources at the 
centre is impinging on the capacity of local governments 
to operate for the benefit of the local communities.

By 2055, African countries have not created frameworks 
to advance social, economic, and cultural rights. As 
a result, most Africans – the majority of whom remain 
under the poverty line – are deprived from enjoying 
social, economic, and cultural rights, i.e. the rights to 
health, education, a clean environment, food, water, 
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and development. These rights are further undermined 
by unequal access to natural resources, including land. 
Consequently, by 2055, unequal access to natural 
resources has become a root cause of most conflicts on 
the continent. Since African governments are not legally 
enforcing economic rights – primarily the law of contracts 
whereby ownership of assets is clear – assets cannot be 
sold, bought, mortgaged, or converted into other assets.

In spite of the favourable economic situation that Africa 
is experiencing, the number of people living in extreme 
poverty, as well as the levels of unemployment – 
especially among the youth – are on the increase across 
the continent. All of these social ills are caused by the 
corrupt political elite who are using the vast amount of 
economic surpluses in order to bolster their standards 
of living to levels comparable with those of the middle 
and upper classes of Western countries. In addition, the 
corrupt political elite continue to transfer vast amounts 
of economic surpluses to developed countries as capital 
flight, whilst they simultaneously enrich themselves to 
the great detriment of the national economies as well 
as to the great detriment of the welfare of the African 
population at large. Yes, indeed, Africa’s political elite are 
the architects of the poverty that prevails in Africa.

Instead of investing the economic surpluses into: (1) 
significantly alleviating infrastructure bottlenecks, (2) 
considerably increasing export capacity, as well as (3) 
servicing Africa’s external debt; Africa’s political elite 
squanders the economic surpluses through corrupt 
actions and practices. As a result, in 2055 Africa is still 
in debt and has not broken her historical vicious circle!

Owing to the gross mismanagement of public funds, African 
governments are continuously failing to significantly meet 
demands for public services, social infrastructure, and 
public security. As a result, the eradication of poverty 
and upliftment of the socio-economic conditions of the 
peoples of the continent remains a great challenge. In 
2055, Africa is still the least developed continent in the 
world – she still lags behind other developing nations.

As a consequence of the increasing levels of extreme 
poverty as well as the increasing levels of unemployment, 

especially among the youth, social tension has reached 
high levels in Africa. In fact, public protests and civil 
violence are on the increase across the continent.

Scenario 4: The Chronicles of Zimbabwe – 
“Cry The Beloved Motherland”

In 1980, Zimbabwe was a promising and prosperous 
African country that was well endowed with an array of 
minerals and diversified agriculture. However, in its 36 
years of Independence, everything that could possibly go 
wrong, has gone wrong – economics, politics, foreign policy 
and public health – to the detriment of the Zimbabwean 
people. At Independence, Zimbabwe had one of the most 
diversified economies in Africa, however, in recent years, 
Zimbabwe has broken every negative economic indicator 
imaginable, i.e. life expectancy has fallen below 40 years; a 
quarter of the Zimbabwean population has fled the country; 
inflation in recent years has reached mindboggling numbers; 
agricultural and manufacturing output are a fraction of what 
they used to be around the year 2000. A once prosperous 
Zimbabwe had become a failed state!

By 2055, owing to widespread corruption, bad governance 
and bad economic growth, the number of people living in 
extreme poverty, as well as the levels of unemployment – 
especially among the youth – has reached unprecedented 
heights that were never witnessed in Africa before! The 
reduction of under-five infant mortality rates is at an all-time 
low. All of these social ills are being caused by the greed of 
the corrupt political elite who in these times of bad economic 
growth in Africa, instead of investing in initiatives that will 
yield economic growth, are squandering public funds on 
private consumption and on building up their repressive 
machinery.

Towards 2055, while the political elite continues to live in 
luxury, and while they indulge in obscene expenditures 
abroad, the vast majority of Africans are living in despair, 
starving, ill, and increasingly without hope. As a result of the 
increasing misery that is being experienced by the peoples 
of Africa, those Africans who can are fleeing their land of 
birth (Motherland) to seek asylum in other continents. 
However, the majority of Africans remain trapped in Africa’s 
misery – “cry Africa, the beloved Motherland”.
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By 2055, the continent is failing to advance the cause of 
human rights as well as the rule of law. As a result, there is 
very poor adherence to constitutionalism and the rule of law 
across the continent. Even as civil society organisations 
continue to grow in Africa, there is a significant decline 
in their effectiveness to protect and promote human 
rights. In fact, there is a proliferation of cases in which 
the executives of most African countries do change their 
national constitutions in order for them to stay in power.

Multiple anti-corruption institutions have been established 
in African countries, however, many of these anti-corruption 
agencies are relatively weak, with a lack of autonomy as 
well as inadequate legal provisions supporting them. In 
fact, many of these anti-corruption agencies are subject 
to undue political interference from incumbent regimes. 
By 2055, there are still residues of authoritarianism that 
are threatening the democratic process in Africa. In fact, 
although continental and regional institutions such as the AU, 
ECOWAS, and SADC have taken leadership in promoting 
democracy and good governance in Africa, however, a 
democratic culture has still not been institutionalised in 
Africa. There is generally a lack of human rights culture 
among political leaders, policy makers, bureaucrats, as well 
as ordinary citizens. The politics of consociationalism and 
political accommodation are still not yet rooted in the polity. 
As a consequence, political tension, conflict, and crises, are 
emerging patterns of electoral politics in Africa.

Although African countries are parties to international and 
regional human rights treaties, however, the continent’s 
countries are failing to domesticate and enforce these 
provisions at the national level. In fact, many African 
countries are failing to give effect to the relevant treaties 
as legally binding instruments in national law. By 2055, 
African law and practice are far below international 
standards in several areas, i.e. gender equality, freedom of 
expression, religion, peaceful assembly, and participation 
in public affairs. This is being caused by extremely weak 
state institutions, lack of political will, and the prevalence of 
traditional prejudices. Most African countries are performing 
dismally on responding promptly to human rights violations, 
and as such, impunity and lack of respect for due process 
of law by state institutions are considered common in 
many African countries. Although the freedoms of religion, 

belief, expression, association and peaceful assembly are 
contained in the constitutions of most countries, however, 
there are many incidences when demonstrations have been 
violently dispersed and organisers beaten and arrested. In 
reality (on the ground), freedom of association is constrained 
and severely limited in the context of political campaigns. 
Incidences of the executive using security forces and other 
instruments of the state against those considered defiant 
are widespread in many African countries.

By 2055, Africa’s economic growth had been negatively 
affected by a weak recovery of developed economies from 
The Great Recession, as well as slower growth in emerging 
markets. The weak recovery of developed economies, 
coupled with the slower growth in emerging markets, has 
resulted in a protracted decline in commodity prices and 
lower Foreign Direct Investment inflows into Africa. As such, 
commodity price shocks have slowed economic growth on 
the continent. By 2055, export capacity has declined and 
there has been a significant deterioration of real GDP and 
current account balances in African countries that depend 
on mineral exports. The ratio of public debt to GDP has 
increased. In fact, the debt ratio in some countries has 
risen sharply, raising the threat of debt sustainability going 
forward. Energy and food prices are increasing across the 
continent and as a result, inflation rates are increasing. 
The increasing prices have constricted private/household 
consumption and have resulted in a continued decline of 
domestic demand.

Although Africa has the largest and youngest workforce 
in the world, and although high-income countries like 
Europe and Japan are experiencing an ageing population, 
however, companies in these high-income countries are not 
coming to Africa because of the widespread corruption, bad 
governance, and bad economic growth on the continent. 
Instead, these companies are offering overseas job 
opportunities to Africans, and as a result, the brain drain 
to other continents has reached proportions never seen 
before.

The socio-economic conditions of those who are getting 
employment is improving, albeit marginally as a result 
of the bad economic situation. This group of employed 
citizens is no longer trapped in a cycle of grinding poverty 
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and despair. However, this plays a part in causing social 
tension since those who cannot find jobs are left with 
feelings of resentment towards the corrupt political elite 
and the capitalistic system that accommodates only a 
few out of so many people who are suffering! In the final 
analysis, the number of Africans who live in extreme 
poverty as well as those who are unhealthy have reached 
record heights never witnessed before on the continent. 
Sadly, by 2055, many of Africa’s countries have become 
failed states!

MANAGERIAL APPLICATIONS

Recommendations for Africa towards 2055

The foregoing scenarios are not predictions, but merely 
four possible stories of Africa’s economic development 
path based on key variables and uncertainties. The value 
of these scenarios lie in being able to learn from them 
in setting the strategic agenda for the future (Adendorff 
2013; Adendorff and Collier, 2015; Inayatullah, 2016). The 
foregoing scenarios offer some managerial implications.
Heidrick and Struggles (2015: 10, 11) indicated that 
managers do not only require contextual information but 
also information on how different contexts interact. The 
authors conceptualise the latter mentioned managerial 
requirement as “the ability to predict how trends and 
contexts may intersect, interact, and change direction”, 
therefore “helping CEOs anticipate disruptions, make time 
to plan, and protect against unexpected events” (Heidrick 
and Struggles 2015: 10, 11). As such, the purpose of 
knowing how different contexts interact would be to make a 
judgement and have foresight of the interaction of contexts 
that may fundamentally become disruptive (Heidrick and 
Struggles, 2015).

In order for Africa to be seen as a predictable and 
favourable investment environment, African governments 
must ensure that there is a drastic decline in corruption 
across the continent (UNECA, 2016). The following anti-
corruption institutions of African countries must have full 
institutional and administrative autonomy: (1) institutions 
that are charged with combating money laundering; (2) 
permanent dedicated anti-corruption bodies; (3) code of 

conduct bureaus; (4) ombudsmen; (5) oversight agencies 
like the auditor general or the Public Protector in the case 
of South Africa; (6) parliamentary committees; (7) the 
judiciary; (8) public procurement systems; as well as (9), 
ad hoc bodies that are regularly established to investigate 
specific areas of corruption and maladministration (UNECA, 
2016). If anti-corruption investigations find offenders to be 
guilty, they must be convicted irrespective of their social 
status in society – everyone should be equal in the eyes of 
the law (UN, 2016). The aforementioned convictions must 
be publicised so that the entire communities can witness 
the penalty that is paid for being corrupt. In fact, acts of 
corruption must be publicly condemned (King IV, 2016).

Civil society, the media and anti-corruption institutions must 
also provide a powerful constituency in the fight against 
corruption across the entire continent (UNECA, 2016). 
African governments must embrace international initiatives 
that are assisting Africa in the fight against corruption 
(UN, 2016). For instance, African governments must allow 
the Extractive Industries Transparency Initiative (EITI), 
the Publish What You Pay Campaign, and the Kimberley 
Process to continue in significantly improving management, 
transparency and accountability in the extractive sector 
(King IV, 2016).

The authorities must ensure that security issues do not 
become a major area of concern for doing business 
in Africa. There must be a strive to improve on labour 
market efficiency, hiring and firing flexibility, the flexibility 
of companies to set wages, as well as labour-employer 
relations (UNECA, 2016). The aforementioned issues 
indicate restrictive employment laws that could be big 
obstacles for doing business in Africa by means of Foreign 
Direct Investment (UNECA, 2016; UN, 2016).

In order to improve Africa’s current status of being the least 
developed continent in the world, and in order for Africa to 
no longer lag behind other developing nations in the quest 
of becoming a fully developed nation in future centuries, 
Africa must meet the 7% annual economic growth target 
that is proposed by NEPAD (UNECA, 2016; UN, 2016). 
African governments must invest some of the income from 
the increased economic activity (economic surpluses) into 
the provision of better public services, social infrastructure, 
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and public security (UNECA, 2016). Some of the income 
from the increased economic activity must be used to 
service Africa’s external debt (UN, 2016). African countries 
also must considerably increase export capacity in order 
to stimulate business, and earnings from increased export 
capacity must therefore be channelled into servicing Africa’s 
external debt in order to stimulate growth.

In order to institutionalise democracy and good governance 
in Africa, political authorities must actively promote good 
governance and democracy on the continent. In fact, 
democratic institutions such as the AU, ECOWAS, and 
SADC must continue and intensify their leadership role in 
promoting democracy and good governance. All African 
countries must meet the minimum standards of governance 
and economic management that are required to qualify as 
members of NEPAD (UNECA, 2016). The African Peer 
Review Mechanism of NEPAD must continue to manage 
progress on good governance and democratic development 
across the continent by intensifying its assessments of 
political, economic and corporate governance across 
Africa. Furthermore, the APRM must therefore identify the 
shortcomings that are highlighted by the aforementioned 
assessments and thus recommend appropriate actions to 
address these shortcomings (UNECA, 2016).

In order to significantly reduce the levels of corruption in 
all institutions of government – the executive, legislature 
and the judiciary – political authorities must practice 
accountable political leadership and institute strong 
measures against corruption across the continent 
(UNECA, 2016; UN, 2016). In fact, the executives must 
also adhere to the constitution and the rule of law, and 
as such, continental bodies such as the African Union 
must not allow episodes where the executives attempt to 
change country constitutions in order for these executives 
to stay in power (UNECA, 2016; UN, 2016).

CONCLUSION

This paper discussed and conducted a literature review 
on governance and economic growth as the critical 
uncertainties that will shape the future of Africa’s 
economic development path. The aforementioned critical 

uncertainties were then used as inputs to develop the  
four possible scenarios for Africa’s economic futures 
towards 2055. The learnings from the scenarios 
were then used to inform the strategies and detailed 
managerial applications that need to be executed in 
order to positively shape the future of Africa’s economic 
development towards 2055.
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INNOVATION STRATEGIES AND ORGANISATIONAL 
PERFORMANCE: AN EMPIRICAL ANALYSIS INTO THE SOUTH 

AFRICAN RETAIL BANKING SECTOR

ABSTRACT

South African banks operates in a highly competitive 
market, hence a means of differentiation is of paramount 
importance. This paper analyses the top five retail banks in 
South Africa and distinguishes between distinct innovation 
strategies, namely, first-mover and fast-follower strategies 
and how these impact on organisational performance. 
Accounting-based (return on assets [ROA], return on 
equity [ROE]) and market-based (price-to-earnings 
[P/E]) measures are used as a proxy for organisational 
performance. This study indicates that banks that adopt 
the first mover innovation strategy exhibit significant 
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superior organisational performance when measured on 
ROE. The results further showed no significant difference 
between the two strategies when their organisational 
performance was measured in ROA and P/E. The results 
provide insight into the nature of the relationship between 
the innovation strategy adopted and the organisational 
performance. Notably, this study provides evidence that 
being the first mover in innovation is the best strategy in 
retail banking, if the primary goal of the organisation is to 
maximise shareholder returns.

KEYWORDS: organisational performance, first-mover, 
fast-follower, banking.
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INTRODUCTION

The best way to predict the future is to invent it (Kay, 2000). 
In support of this statement, innovation scholars live by 
the mantra “innovate or die” (Fein, 2014; Sharif, 2014; 
Wekerle and Oberbauer, 2016). Although innovation 
is viewed as an essential component for improving 
competitiveness and ensuring survival, business leaders 
are faced with a number of challenges that might inhibit 
their organisations in reaping the rewards of being 
innovators. Ulhøi (2012) states that the key to effective 
innovation is the firm’s strategic position, which relates 
to the choice of entry mode. This in turn refers to the 
innovation strategy that an organisation should adopt, 
while the other issue is concerned with how fast the 
organisation should enter the market, that is, as either 
the first-mover or the fast-follower.

The first-mover and the fast-follower strategies are the two 
distinct innovation strategies commonly found in literature 
(Chaudhuri and Singh, 2015; Fosfuri, Lanzolla and 
Suarez, 2013; Markides and Sosa, 2013; Wunker, 2012). 
According to Trott (2012), the first-mover strategy centres 
on the advantage gained by monopoly. In this case, the 
primary aim is to try to ensure that the product is launched 
into the market before a competitive product. In contrast, 
the fast-follower strategy enables the organisation to 
respond quickly to those companies that are first into the 
market. Organisations adopting the fast follower strategy 
need to be agile in manufacturing, design and development 
and marketing. Very often both strategies are followed by 
a company, especially when it is operating in a fiercely 
competitive environment (Trott, 2012). 

A first-mover could acquire a competitive advantage 
through a monopoly, but could also make costly mistakes 
owing to a lack of information, learning and experience, 
whereas the fast-followers could benefit from a first-mover’s 
information revelations and learning opportunities, but 
they may face higher pre-emption costs (Hawk, Pacheco-
De-Almeida & Yeung, 2013). Darman Mappangara and 
Simanjuntak (2014) point out that first-mover advantages 
arise from three primary sources, namely, technology 
leadership, creation of buyer switching costs and the pre-
emption of assets.

The relationship between innovation and first-mover 
advantage, particularly the order of market entry, has long 
been well-established in the literature (Tufano, 1989; Ulhøi, 
2012; Doha, 2012; Okpara, 2011). Although a notable 
number of related research projects found a positive 
correlation between first-movers and organisational 
performance (Araiza, 2009; Carow, Heron & Saxton, 
2004; Jing, 2005; Tufano, 1989; Vaaler, 1997; Zantout and 
Chaganti, 1996), others showed a mixed relationship or no 
relationship (Hawk et al., 2013; Kim and Lee, 2011; Lopez 
and Roberts, 2002; Poletti, Engelland & Ling, 2011; Rhee, 
Cho and Kim, 1998; Ulhøi, 2012). Other studies pointed 
towards a so-called “paradox of first-mover”, whereby 
first-movers are displaced by fast-followers (Doha, 2012; 
Okpara, 2011). The aforementioned warrants further 
investigation. 

This paper now continues with a discussion on the 
way in which the adopted innovation strategies could 
impact organisational performance. This paper focuses 
exclusively on retail banks operating in the South African 
market.

IMPORTANCE OF THE STUDY

The relationship between the first-mover and the fast-
follower innovation strategies and organisational 
performance is an important topic in economics and finance 
and has been investigated extensively. However, the 
results have been inconsistent (Alam, 2003; Doha, 2012; 
Okpara, 2011). This inconsistency has been attributed to 
a number of factors, including the research methodology, 
the variables used to measure innovativeness and the 
measures used to evaluate organisational performance. 
The research aims to bring clarity to this debate though a 
comprehensive analysis that considers the first-mover and 
fast-follower strategies as well as measuring organisational 
performance using ROE, ROA and P/E as a proxy.  

A study conducted by Doha (2012) indicated that being the 
first-mover in innovation strategy is the best strategy in 
the pharmaceutical industry, but the fast-follower strategy 
is the best strategy in the computer and semi-conductor 
industries. This is mainly because technology innovations 
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(computers and semiconductors) can be replicated in a short 
period of time, whereas innovations in the pharmaceutical 
industry are both technology and legislation driven, for 
example patents. It might, therefore, be useful to advise 
South African business leaders, particularly those in the 
banking sector, about how innovation strategy relates to 
different business outcomes. 

The impetus and importance of the research is thus twofold: 
at a methodological level, a new level of analysis is added 
to previous research by including additional variables to 
assess organisational performance and contextually and 
at application level, specific reference is made to banks in 
South Africa, an area which has not been investigated in 
the past.

LITERATURE REVIEW

Explaining innovation strategy

In its broader sense, a strategy is defined as a plan, 
method, or series of actions designed to achieve a 
specific objective (Grant, 2015). These series of actions 
can be achieved through strategies such as lower costs, 
differentiation or focus on a niche market or segment. In 
other words, strategy is a long-term plan of action that 
defines choices about how to reach certain objectives. 
Consistent with this definition, Abbing and Gessel (2008) 
defined innovation as part of the strategy which deals 
particularly with the growth of the organisation through 
the development of new products, services, processes or 
business models. 

The term innovation is defined as something that is invented 
for the first time and is commercially successful (Hornby, 
2010; Crawford and Di Benedetto, 2006). Thus innovation 
is associated mainly with first mover strategy. In other 
words, innovative companies are generally referred to as 
innovation leadership or first-mover organisations. This 
may explain why innovation is broadly seen as a crucial 
element of competiveness, entrenched in organisational 
structures, processes, products and services within the 
organisation. The two most popular innovation strategies 
are first-mover and fast-follower (Trott, 2012). 

According to Short and Payne (2008), the first-mover 
advantage (FMA) theory has developed in three streams. 
The basic isolating mechanism by which first-mover 
entrepreneurial rent can be protected from imitative 
competition has been identified as the first stream. A second 
stream relates to first level resources and capabilities 
that allow the organisation to exploit FMA. A third stream 
involves the relationship between the environment and 
competitive advantage, based on the order of entry.  

Innovation in new products and services enables the 
development of durable first mover advantage by 
supporting the creation of isolating mechanisms such as 
proprietary technology, switching cost inconvenience and 
resource pre-emption (Suarez and Lanzolla, 2005). For 
instance, the advantage could lie in a scarce resource 
that a first-mover may acquire, such as a prime location 
(Lieberman and Montgomery, 1988). These slow down 
competitive reactions and increase innovation lead time 
(Suarez and Lanzolla, 2005). As a result, first-movers can 
enjoy extended periods of prosperity before latecomers 
enter the market (Short and Payne, 2008).

Innovators can enjoy a temporary absence of rivals if there 
are exogenous forces, such as the protection of patents, 
the delay caused by necessary study or the registration 
of products with regulatory bodies that prevents imitators 
from imitating them quickly (Tufano, 1989). Arguably, 
entry barriers such as proprietary knowledge and patent 
protection, which allow first-movers to operate as pseudo-
monopolies, provide greater value than entry barriers, 
which may take time to be activated, even if they have the 
potential to provide long-term benefits (Poletti et al., 2011). 
However, the effectiveness of entry barriers in deterring 
competitor entry and the period during which first-movers 
are able to earn monopoly-like profits depends largely on 
the first-mover’s ability to impede competitive reaction. 

It is within the aforementioned framework that Nourayi and 
Suh (2015) cautions that in a competitive environment 
imitators can erode the profits of first movers by sharing 
and/or reducing the monopoly profits if the entry barriers 
are weak. D’Aveni (1994) further argues that every FMA 
will eventually evaporate, particularly in a hypercompetitive 
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environment where the speed of technological changes is 
everincreasing. Elche and González (2008) expand on this 
discussion, maintaining not only that superior efficiency 
levels are directly related to innovation strategy, but also 
that performance depends on various strategies that go 
beyond innovation. 

Makadok (1998) argues that the purpose of strategy 
is not to build and then defend a significant sustainable 
competitive advantage, but instead to create a constantly 
changing series of small endeavours, temporary 
competitive advantages, thereby keeping competitors off-
balance by forcing them to continually respond to these 
endeavours. In fact, economic theory argues that a firm’s 
business performance outcome depends on the type and 
the timing of the innovation, the intensity of competition 
and whether the firm is a first-mover, a fast-follower or a 
laggard in implementing a particular innovation (Koellinger, 
2008). 

Tellis and Golder (2001) argue that the firm that is first to 
market is believed to have enormous advantages in terms 
of success, acquiring enduring market share and long-
term market leadership. The same views are supported by 
Jensen (2003), who argues that the firm will adopt a first 
mover entry strategy if its expected payoff exceeds the 
benefits of waiting. From a strategic management point 
of view, first-movers are motivated not only by being first 
to market, but also by building high barriers to competitive 
entry in order to deter competitors from entering the market, 
or at least delaying second movers (Poletti et al., 2011). 

Despite many decades of research on first-mover strategy, 
the answers to whether being the first to enter the market 
accrues a sustainable competitive advantage remain 
inclusive and sometimes contradictory (Li et al., 2003). 
According to Rasmusen and Yoon (2012), uncertainty is the 
most important reason for adopting fast follower strategy. 
For instance, Rhee et al. (1998) demonstrated in detail 
how followers in the semi-conductor industry in Japan 
and Korea eventually achieved market dominance and 
ultimately outperformed first movers. Therefore, although 
being the first mover to market is generally associated 
with improved performance, empirical evidence shows 
that being the first mover in the market does not always 

sustain the advantage and may even be leapfrogged 
by fast followers (Koppel and Loffler, 2008). These 
inconsistences can be attributed to the method used to 
measure organisational performance (Vaaler, 1997). Thus, 
understanding what organisational performance entails 
is very important in examining the relationship between 
innovation strategies and organisational performance.      

Organisational performance

The main aim of adopting the innovation strategy is to 
generate profit and increase shareholder value (Tufano, 
1989). According to Cleff and Rennings (2012), first-
mover advantage is the ability of a firm to outperform its 
competitors in terms of organisational performance using 
similar or cheaper resources. However, management 
literature employs a number of different measures 
to evaluate organisational performance (Berger and 
Bonaccorsi di Patti, 2006). To measure organisational 
performance, it is important not to use a single 
measurement, but to use a multi-dimensional approach 
(Serfontein and Hough, 2011). However, despite the 
general consensus among scholars that organisational 
performance is a multi-dimensional construct, one of 
the most extensively used measures is the financial 
component (Gentry and Shen, 2010). 

Most scholars prefer to use financial measures such 
as ROA, ROE, ROI, profitability and sales growth to 
assess financial performance (Cho and Pucik, 2005). 
Although accounting-based measures of performance 
may be affected by reporting distortions due to tax laws 
and accounting standards such as generally accepted 
accounting principles (GAAP), they are useful because 
they provide an objective performance measure (Campbell 
and Mínguez-Vera, 2008). Thus it is important to keep in 
mind that accounting measurement as an instrument for 
measuring financial performance has both strengths and 
weaknesses. To overcome the weaknesses presented 
by accounting-based measures, several market-related 
measures are proposed in order to account for the long-
term benefits of innovation in an organisation.

Earnings per share (EPS) is the most popular market-
related measure to assess organisational performance 
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(Hult et al., 2008; Likar et al., 2014; Nawaz, Hassan & 
Shaukat., 2014; Tsao and Lien, 2013). The priceearnings 
(P/E) ratio is calculated by dividing share price by the 
EPS. Advocates of the P/E ratio argue that the strength 
of the P/E ratio is its ability to use current and historical 
data to predict the future. As such, investors widely use 
the P/E ratio as an indicator to predict future prospects.

Innovation strategies and organisational performance 
Recent empirical studies have attempted to show that first 
mover strategy in innovation significantly contributes to 
superior organisational performance. In this context, Xi, 
Xi and Xi (2016), using survey data from 190 participants 
from financial services firms in Pakistan found a positive, 
but weak, relationship between service innovation and 
organisational performance. These results indicate 
the importance of analysing the innovation types when 
examining the relationship between innovation strategy 
and organisational performance. Similarly, Huang, Lin 
and Yen (2016) examined the relationship between 
innovation, brand image and organisational performance 
and found that innovation has a positive effect on brand 
image and innovation.

Doha (2012) conducted an empirical study following a 
cross-sectional and longitudinal panel design among 227 
public firms that competed on the basis of innovation and 
imitation in three manufacturing industries (computers, 
semiconductors and pharmaceuticals) in the United 
States. The results of the study demonstrated that 
imitation leads to future gains in shareholder value, but 
only in the computer and semi-conductor industries. 
In sharp contrast, the study found that the financial 
market devalues firms that practice imitation in the 
pharmaceutical industry. 

In a study based on data from American, Japanese, Korean 
and Taiwanese companies, Cortez, Ikram, Nguyen and 
Pravini (2015) conducted a comparative study between 
countries by examining whether companies that adopted 
first-mover innovation strategy outperformed fast-
followers in terms of financial performance. The findings 
of the study revealed the positive impact of innovation 
on financial performance, but there was also a reverse 
relationship. A cross-country comparison for companies 

showed that innovation impacts the financial performance 
of American and Taiwanese companies. In contrast, for 
Japanese and Korean companies, the study found that 
financial performance leads to innovation.

More recently, Carvalho et al. (2016) examined the 
relationship between innovation and financial performance 
using earnings before interest, taxes, depreciation 
and amortisation (EBITDA), ROE and ROA as a proxy 
for organisational performance. The results indicate 
that companies that adopted a first-mover innovation 
strategy are able to sustain higher financial results than 
fast-follower companies. In the banking context, Lopez 
and Roberts (2002), using 24 banks operating in Costa 
Rica, found that first-mover innovation strategy is highly 
correlated with superior market share. In contrast, Alam 
(2003), using a survey of 138 product managers among 
commercial banks in the United States, showed that 
moderately innovative products are likely to be more 
successful than highly innovative and low innovative 
products.

Finding empirical studies on the innovation-performance 
relationship in retail banking in the South African context 
was difficult. Two major databases, namely, EBSCOhost 
and ProQuest were searched for articles that investigate 
innovation in retail banking. On EBSCOhost, 47 
databases were searched and no articles were retrieved. 
Similarly, On ProQuest, 47 databases were searched 
and no articles were retrieved. By academic standards, 
this demonstrates a gap in the body of knowledge. 

Innovations in South African retail banking 

Despite the lack of empirical studies that investigate the 
innovation-performance relationship in retail banking in 
the South African context, data on innovation in banking 
in South Africa is available. The Innovation Agency, in 
conjunction with System Logic, conducts an annual 
survey in South Africa to assess which bank is the most 
innovative bank in South Africa (Innovation Agency, 2011; 
2012 and 2013). The most recent comprehensive study 
was conducted by the Innovation Agency in 2014 (see 
Figure 1). The study investigated which banks were most 
innovative between the period 2007 and 2014 and found 
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that both FNB and Capitec maintain a strong leadership 
position in the banking sector. 

The study investigated a number of aspects surrounding 
the level of innovation achieved by the banks as 
perceived from a local and end-user perceptive. These 
include products, technology, marketing, customer 
centric, simplicity and an innovative culture. The survey 
was administered in a controlled manner, using survey 

questionnaires designed to be open-ended and comprised 
325 respondents. The majority of respondents expressed 
how FNB is quick to respond to new technologies. Capitec 
received compliments regarding the ability to make banking 
easier, simpler to understand and transparent. Standard 
Bank was rated innovative mainly for their mobile banking 
applications; they are also considered to be the market 
leaders in Africa.

 FIGURE 1: MOST INNOVATIVE BANK

Adopted from the Innovation Agency (2014)

Overall, FNB is considered to be the most innovative bank 
among banks operating in South Africa. Although Capitec 
is considered to be second most innovative bank overall, 
Figure 1 shows that Absa was considered to be second 
most innovative bank between 2007 and 2010. The 
analysis of the data was therefore divided into two periods, 
2007 to 2010 and 2011 to 2014. 

Hypothesis development 

Against the backdrop of the literature review, it is expected 
that organisational performance may be influenced by the 
innovation strategy adopted by organisations. It may well 
be possible that this link is unique to the local banking 
sector. This led the researchers to develop a research 
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question: is adopting the first-mover innovation strategy 
superior to a fast-follower srategy in the South African 
banking sector? ROA, ROE and P/E were used as a 
proxy for financial performance. As the positions of first-
mover and fast-follower differed during the period under 
investigation (see Figure 1), the following hypotheses and 
null-hypoytheses were formulated and tested:

H1: During the period between 2007 and 2010, first-
movers in retail banking exhibit superior organisational 
performance. 

H1A0:  During the period between 2007 and 2010, there is 
no statistically significant difference between first 
movers and followers in terms of P/E. 

H1B0:  During the period between 2007 and 2010, there is 
no statistically significant difference between first 
movers and followers in terms of ROA. 

H1C0:  During the period between 2007 and 2010, there is 
no statistically significant difference between first 
movers and followers in terms of ROE. 

H2: During the period between 2011 and 2014, first-
movers in retail banking exhibit superior organisational 
performance. 

H2A0:  During the period between 2011 and 2014, there is 
no statistically significant difference between first 
movers and followers in terms of P/E. 

H2B0:  During the period between 2011 and 2014, there is 
no statistically significant difference between first 
movers and followers in terms of ROA. 

H2C0:  During the period between 2011 and 2014, there is 
no statistically significant difference between first 
movers and followers in terms of ROE. 

H3: During the period between 2007 and 2014, first-
movers in retail banking exhibit superior organisational 
performance. 

H3A0:  During the period between 2007 and 2014, there 
is no statistically significant difference between 
first movers and followers in terms of P/E. 

H3B0: During the period between 2007 and 2014, there is 
no statistically significant difference between first 
movers and followers in terms of ROA. 

H3C0: During the period between 2007 and 2014, there is 
no statistically significant difference between first 
movers and followers in terms of ROE. 

RESEARCH METHODOLOGY

Method design and sample

This research was descriptive-quantitative in nature, using a 
population of five major retail banks in South Africa (FNB, 
Capitec, Standard Bank, Nedbank and Absa) and contained 
an analysis of existing public financial data (Annual Financial 
Reports). However, FNB is a subsidiary of FirstRand Limited 
and does not release its own annual financial data as an 
independent entity. Therefore, the results for FirstRand will 
be used to represent FNB.

Data collection

Financial data was collected from INET BFA (from 2007 to 
2014) for comparison purposes. INET BFA provides real-time 
information and historical financial and company information 
on South African listed companies. To ensure that the 
financial statement results were comparable, standardised 
financial statements were used rather than normal financial 
statements as published. Statements used were income 
statements, balance sheets and market-related data such as 
share prices and EPS that were required for calculating P/E.  

Measurement instruments

Following from previous studies (Fang et al., 2011; Likar et 
al., 2014; Yu-Fang, 2013), the two most popular accounting-
based measures (ROE and ROA) and market-based 
measures (P/E), were used as a proxy for organisational 
performance.
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The ROE ratio is defined as profit after taxation divided by 
shareholder equity.
 

 

Profit after Taxation 
Equity

ROE = *  100

The primary aim of ROE is to measure the benefits to 
shareholders according to their investment in a firm (Marx, 
2004). ROE is thus a useful instrument for assessing 
financial performance, but it should be used together with 
other instruments.

The ROA ratio is defined as the profit after taxation divided 
by total assets.
 

 

Profit after Taxation 
Equity

ROA = *  100

Where Net profit = Profit before interest and tax (EBIT) – 
Total profit extraordinary nature – Taxation

ROA is an accounting measure of a firm’s financial 
performance based on income before tax and interest, and 
is an indicator of how profitable a firm is in relation to its 
assets (Marx, 2004). It shows how effective the managers 
are at generating revenue from the invested assets.

Price-earnings (P/E) is calculated by dividing share price 
by EPS. As a result, EPS has a direct influence on the P/E 
ratio, which in turn is used by the investment community 
as a measure of expected future returns.
 

 

Market Share Price 
Earnings Per Share  

PE ratio = *  100

The P/E ratio measures how much investors are willing to 
pay per rand of current earnings (Firer, Roos, Westerfield 
& Jordan, 2008). In other words, the higher the P/E is, is 
often taken to mean the firm has significant prospects for 
future growth.

Ethical considerations 

The study used secondary data which is publicly 
available and as such confidentiality was not deemed 
necessary. 

RESULTS

Descriptive and inferential statistics are presented in this 
section. A descriptive analysis was conducted as part of 
the exploratory approach to analyse the data. In order 
to analyse the financial performance of the five banks, 
the non-parametric Kruskal-Wallis and Mann-Whitney U 
tests were used. Figure 1 showed FNB (a subsidiary of 
FirstRand Limited) and Capitec as the most innovative 
banks in South Africa and as such they were classified as 
first movers, while the fast-followers are Standard Bank, 
Nedbank and Absa. Three instruments were selected for 
determining the financial performance of banks, namely 
P/E, ROA and ROE.

Descriptive statistics

A summary of financial performance data for all the banks 
is shown in Table 1 below, using overall mean, standard 
deviation, minimum and maximum values. 

TABLE 1: DESCRIPTIVE STATISTICS (2007 - 2014)

Variable Group Mean Standard 
deviation Minimum Maximum

Price-earnings ratio FirstRand 10.41 1.49 7.13 11.89
Capitec 14.30 3.96 8.39 21.47
Standard 11.53 1.82 8.23 14.04
Nedbank 10.32 1.75 6.55 11.80
Absa 10.38 1.90 7.34 12.76
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Variable Group Mean Standard 
deviation Minimum Maximum

Return on assets FirstRand -0.85 0.75 -2.50 -.08
Capitec -11.46 7.85 -30.52 -6.67
Standard -1.20 0.45 -1.79 -0.20
Nedbank -1.42 0.22 -1.72 -1.14
Absa -1.32 0.32 -1.61 -0.77

Return on equity FirstRand 23.39 6.61 14.29 35.43
Capitec 21.25 3.34 16.55 27.65

Standard 15.20 4.35 12.37 25.43

Nedbank 14.60 3.10 10.91 19.96

Absa 16.93 4.57 12.55 25.54

Source: Authors

Table 1 shows that Capitec has the highest P/E ratio mean 
of 14.30, suggesting that investors are willing to pay a 
premium for Capitec stock, mainly because the bank is 
expected to have a higher than average future earnings 
growth. In contrast, Capitec exhibits the lowest mean 
for ROA of -11.46, which suggests poor management 
of assets. However, the standard deviation for Capitec 
is the highest for both P/E and ROA ratios (3.96 and 
7.85 respectively), suggesting there might be a possible 
outlier. Interestingly, Table 1 reveals that FirstRand has 
the highest ROE of 23.39, followed by Capitec with ROE 
of 21.39. These results suggest a possible correlation 
between the innovation strategy adopted by the bank 

(see Figure 1) and shareholder returns.

Kruskal-Wallis results

In this section the aim is to determine whether the innovation 
strategy adopted by banks is significantly associated 
with certain variables that form part of organisational 
performance. In order to test this relationship, the non-
parametric Kruskal-Wallis test was used to test if significant 
differences exist between banks when measured by P/E, 
ROA and ROE. The results are presented in Table 2 below. 
The analysis of the data is divided into two parts, namely, 
results for 2007 to 2010 and for 2011 to 2014.

TABLE 2: KRUSKAL-WALLIS 

Period Financial Performance Indicator chi-square df p-value Decision

2007-2010 Price Earning (P/E) 4.62 4 0.33 Retail H0

Return on assets (ROA) 9.69 4 0.04* Reject H0

Return on equity (ROE) 4.58 4 0.33 Retail H0

2011-2014 Price Earning (P/E) 5.42 4 0.27 Retail H0

Return on assets (ROA) 16.54 4 0.00* Reject H0

Return on equity (ROE) 14.81 4 0.00* Reject H0

* p-value < 0.05
Source: Authors
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Results for the period 2007-2010 

The Statistical Package for Social Science (SPSS) output 
shows that the Kruskal-Wallis statistics (chi-square) 
for ROA is equal to 9.69 with a p-value equal to 0.04. 
Therefore, the null hypothesis (H1B0), that there is no 
statistically significant difference between first-movers 
and fast-followers in terms of ROA, is rejected. Hence, it 
can be concluded that differences between ROA could be 
attributed to the innovation strategy adopted. For the same 
period (2007-2010), the Kruskal-Wallis statistics (chi-
square) for P/E and ROE are 4.62 and 4.58 respectively 
with p-values of 0.33. Therefore, the null hypotheses 
(H1A0 and H1C0), that there is no statistically significant 
difference between first-movers and fast-followers when 
measured in P/E and ROE, are retained.

Results for the period 2011-2014

The SPSS output shows that the Kruskal-Wallis statistics 
(chi-square) for ROA and ROE are equal to 16.54 and 

14.81 respectively, with a p-value equal to 0.00. Therefore, 
the null hypotheses (H2B0 and H2C0), that there is no 
significant difference between first-movers and fast-
followers when measured in ROA and ROE, are rejected. 
Hence, it can be concluded that the differences between 
ROA and ROE could be attributed to the innovation 
strategy adopted. Similarly, it can be observed from Table 
2 that the results of the Kruskal-Wallis statistics for the 
P/E ratio are not statistically significant, with the p-value 
equal to 0.27 for period between 2011 and 2014. 

Therefore the null hypothesis H2A0 is retained. 

Mann-Whitney U test results

To test the differences between the respective banks 
identified by the Kruskal-Wallis test, the Mann-Whitney U 
test was used and the results are presented in Table 3 
below. Similarly, the analysis of the data is divided into two 
parts, namely, the results for 2007 to 2010 and 2011 to 
2014.

TABLE 3: MANN-WHITNEY (M-W) U TEST 

Period 2007-2010 2011-2014

Group

ROA ROA ROE
Mean 
Rank

M-W
U-value p-value Mean 

Rank
M-W

U-value p-value Mean 
Rank

M-W
U-value p-value

FirstRand 6.50
0.00 0.02*

6.50
0.00 0.02*

5.75
3.00 0.14

Capitec 2.50 2.50 3.25
FirstRand 4.25

9.00 0.77
6.50

0.00 0.02*
6.50

0.00 0.02*
Std. Bank 4.75 2.50 2.50
FirstRand 6.00

6.00 0.56
6.50

0.00 0.02*
6.50

0.00 0.02*
Nedbank 4.00 2.50 2.50
FirstRand 5.00

6.00 0.56
6.50

0.00 0.02*
6.50

0.00 0.02*
Absa 4.00 2.50 2.50
Capitec 2.50

16.00 0.02*
2.50

16.00 0.02*
6.50

0.00 0.02*
Std. Bank 6.50 6.50 2.50
Capitec 2.50

16.00 0.02*
2.50

16.00 0.02*
6.50

0.00 0.02**
Nedbank 6.50 6.50 2.50
Capitec 2.50

16.00 0.02*
2.50

16.00 0.02*
6.50

0.00 0.02*
Absa 6.50 6.50 2.50
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Period 2007-2010 2011-2014

Group

ROA ROA ROE
Mean 
Rank

M-W
U-value p-value Mean 

Rank
M-W

U-value p-value Mean 
Rank

M-W
U-value p-value

Std. Bank 4.88
6.50 0.66

5.88
2.500 0.10

4.00
10.00 0.56

Nedbank 4.12 3.12 5.00
Std. Bank 4.50

8.00 1.00
6.25

1.00 0.06
5.50

12.00 0.24
Absa 4.50 2.75 5.50
Nedbank 3.50

12.00 0.24
5.25

5.00 0.38
3.50

12.00 0.25
Absa 5.50 3.75 5.50

Note: Std. Bank: Standard Bank; * p-value < 0.05
Source: Authors

Results for the period 2007-2010 

The results of Table 3 indicate that there is a statistically 
significant difference between FirstRand and Capitec 
when measured using ROA with p-value = 0.02, U = 
0.00 at a significance level of 5%, with FirstRand 
outperforming Capitec. Furthermore, Table 3 shows that 
there is a statistically significance difference between 
Capitec and the other three banks, namely, Standard 
Bank, Nedbank and Absa when measured using ROA 
with the p-values = 0.02 and U values = 16, indicating 
that Standard Bank, Nedbank and Absa outperformed 
Capitec. The results are in line with the findings of the 
study conducted by Innovation Agency (2014), which 
showed Capitec trailing behind the other four banks in 
terms of innovativeness (see Figure 1). 

Results for the period 2011-2014

When ROA was analysed, the results of Table 3 indicate a 
statistically significant difference between FirstRand and 
Capitec with the p-value = 0.02, U = 0.00 at a significance 
level of 5%. Furthermore, there a statistically significance 
difference between Capitec and the other three banks, 
namely, Standard Bank, Nedbank and Absa with the 
p-values = 0.02, U values = 16.00 when measured in 

ROA, with Capitec outperformed by all three banks. This 
finding is in sharp contrast to the findings of the study 
conducted by Innovation Agency (2014), which showed 
Capitec leading the other three banks (Standard Bank, 
Nedbank and Absa) in terms of innovativeness (see Figure 
1). These results indicate that there is no conclusive 
evidence that an increase in innovativeness will lead to 
superior financial performance when measured in ROA.

When ROE was analysed, the results (Table 3) showed 
no statistically significant difference between FirstRand 
and Capitec with the p-value = 0.14, U = 3.00. However, 
the results further showed that there a statistically 
significance difference between FirstRand and the 
other three banks, namely, Standard Bank, Nedbank 
and Absa with the p-values = 0.02, U values = 0.00, 
with FirstRand outperforming all three banks. Similarly, 
the results further showed that there is a statistically 
significance difference between Capitec and the other 
three banks, namely, Standard Bank, Nedbank and Absa 
with the p-values = 0.02, U values = 0.00, with Capitec 
outperforming all three banks. These results are in line 
with the findings of the study conducted by Innovation 
Agency (2014), which showed Capitec was second after 
FirstRand in terms of innovativeness (see Figure 1). 
In other words, the results indicate that generally first 
movers exhibit superior ROE than fast-followers.
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Results for the period 2007-2014

The overall results for period between 2007 and 2014 
are also presented in Table 3. The results of Table 3 
reveal no statistically significance differences between 
banks when measured in P/E. Therefore, the null 
hypothesis H3A0, that there are no statistical significant 
differences between first movers and followers when 
measured in P/E, is retained. The results in Table 3 
further show that although there was no statistically 
significance difference between banks when measured 
in ROE between 2007 and 2010, there was a statistically 
significance difference between banks between 2011 
and 2014. Furthermore, the results in Table 3 reveal 
a statistically significance difference between banks 
when measured in ROA for the two periods under 
investigation. Therefore, the null hypotheses HBA0 and 
H3C0, that there are no statistically significant difference 
between first-movers and fast-followers when measured 
in P/E and ROA, are rejected.

DISCUSSION OF RESULTS

The discussion of results in this section will focus on the 
differences between first-movers and fast-followers in 
terms of organisational performance, arranged according 
to the instruments used to assess organisational 
performance, namely the P/E ratio, ROA and ROE.

Price-earnings (P/E)

The descriptive statistics showed the mean score 
for Capitec is slightly higher than that of FirstRand, 
Standard Bank, Nedbank and Absa. However, the 
results for the Kruskal-Wallis test were not statistically 
significant for the two periods under investigation (2007 
to 2010 and 2011 to 2014), indicating that innovation 
is not a statistically significant predictor of P/E. In 
economic terms, this result suggests that there is no 
significant difference between the stocks of first-movers 
and fast-followers relative to earnings. This is consistent 
with Selby’s empirical study (2010), which showed that 
innovation investments have no impact on EPS.   

Return on assets (ROA)

ROA is widely-used to detail a company’s return on the 
total of its committed financial resources. The descriptive 
statistics showed that the mean score of Capitec is 
relatively lower than the mean score of the other four 
banks. Similarly, the empirical results for ROA indicated 
statistically significant differences in organisational 
performance among the banks. The empirical results 
reveal a positive direct correlation between first-movers 
and fast-followers for the period 2007 to 2010 when 
measured by ROA, with first-movers outperforming fast-
followers. In contrast, the analysis of the results for the 
period 2011 to 2014 indicated mixed results between first-
movers and fast-followers when measured in ROA. 

These results suggest that the relationship between 
innovativeness and organisational performance is 
inconclusive. This is contrary to the study conducted by 
Cho and Pucik (2005), which found a positive relationship 
between innovativeness and firm performance when 
measured by ROA. This can be attributed to the challenges 
presented by GAAP. According to Smith (2007), GAAP 
does not adequately handle the research and development 
(R&D) expenditures. The problem is that GAAP forces the 
immediate expense of R&D investment, which presents 
a challenge due to the time lag between innovation 
expenditure and the effect on financial performance, 
particularly because there are no accompanying assets or 
capitalisation.

Return on equity (ROE)

Return on equity (ROE) measures the benefits for 
shareholders of their investments in a firm (Marx, 2004). It 
relates the earnings left over for equity investors after debt 
service costs have been factored into the equity invested 
in the assets (Alexander and Nobes, 2010). In other words, 
ROE for a company is a composite return on all the assets, 
which include both cash and operating costs. The empirical 
results revealed no significant differences between banks 
for the period 2007 to 2010. When the period 2011 to 2014 
was analysed, the results showed a positive correlation 
between ROE and the bank that adopted a first mover 
innovation strategy, indicating that it is better for investors 
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to invest in banks that pursue innovation as part of the 
strategy rather than banks that adopted fast follower 
strategies. This result is in line with the study by Cho 
and Pucik (2005), which measured the effects present 
in their innovation-quality-performance model and found 
a positive relationship between innovativeness and firm 
performance.

CONCLUSION

Innovation strategy decision-making has become a key 
element in a bank’s strategy and future planning. Given 
this growing importance of innovation strategy in retail 
banking, the findings of this study highlight some of the 
key issues relating to innovation. In particular, the results 
relate to innovation by strategic choice in the banking 
sector. 

The extant literature has touted leadership innovation 
strategy as a tool for improving a firm’s financial 
performance and maximising shareholder value. However, 
the results of the study relating to the banking sector 
suggest that this is not always true. This is consistent with 
the school of thought that argues that no one strategy is 
the best and that the fast-follower may also achieve a high 
level of performance, mainly because first-to-market firms 
do not necessarily retain their dominant market position 
for long. Thus, the conclusion that can be drawn from this 
study is that the decision about which innovation strategy 
to adopt in the banking sector should be driven by the 
strategic goal of the organisation. If the main goal for the 
bank is to attract shareholders, then the bank should adopt 
the first-mover innovation strategy. 

MANAGEMENT IMPLICATION

These results indicate that the first-mover strategy in 
innovation is not a significant predictor of P/E and ROA 
in retail banking, suggesting that the market does not 
necessarily react to or reward banks for leading with 
innovation activities when measured in P/E and ROA. 
In contrast, these results show with some degree of 
confidence that the first mover strategy in innovation 

is a significant predictor of ROE. In other words, there 
is a positive correlation between the banks that adopt 
first-mover innovation strategy and shareholder returns. 
Overall, the findings of this study provide valuable 
information to managers of the retail banking sector and 
investors. The study suggests that if the intention of the 
managers is to increase revenue by effectively managing 
the firm’s assets or to improve future earnings growth, 
then the first-mover innovation strategy is not necessarily 
the best strategy. However, if the objective is to increase 
shareholder value, then the first-mover innovation strategy 
should be adopted.

LIMITATIONS AND DIRECTION FOR FUTURE 
RESEARCH

The study was limited to South African retail banks, using 
a relatively small target population, which restricted the 
conclusions to the South African setting and did not allow 
the results to be generalisable. Secondly, the design of 
the research focused on financial performance as a 
proxy for business performance and did not include other 
organisational performance measures such as customer 
satisfaction, an increase in the number of customers, an 
increase in customer loyalty and improved New Product 
Development capabilities. Nevertheless, the financial 
analysis is of great interest, because so few metrics are 
available to measure the impact of innovation, particularly 
innovation that goes beyond new products and services 
(Chapman et al., 2008). 

The main goal of the research was to determine whether 
being a first mover in innovation is the best strategy in 
retail banking. The emphasis was on a single sector in 
which greater homogeneity of context can be achieved to 
address the concerns of broad application versus perfect 
suitability for narrow groups. It also addressed the concern 
of country-specific characteristics and regulations, which 
were identified as the main reasons for conflicting results.
Future research should extend the topic beyond the South 
African borders and should search for a better understanding 
of the dynamics of different types of innovation (payments 
and customer experience) and its nature (incremental and 
radical). It is, however, very important that future research 
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confines the scope of the research to retail banking owing 
to its unique characteristics.   
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ABSTRACT

Organisations are dependent on knowledge for achieving and 
maintaining competitive advantage. The success of software 
development projects depends on effective knowledge sharing, 
and in particular, on effective communication, coordination 
and collaboration. This paper investigates mechanisms for 
knowledge sharing in software development projects. In order 
to extract information, views and opinions from specialists in 
the field of ICT, expert sampling was employed. Four software 
development organisations listed on the Johannesburg 
Stock Exchange (JSE), South Africa, participated in this 
research. Quantitative data was collected through online 
questionnaires complemented by qualitative data collected 
through interviews. Findings from the questionnaires revealed 

that emails, wikis, chat rooms, scrum meetings and team 
networking were some of the most used mechanisms for 
knowledge sharing. Additional mechanisms for the sharing of 
knowledge uncovered through interviews include Dropbox, 
cloud services, Google drive, SharePoint, YouTube, and 
books. The study is expected to contribute towards closing the 
gap deterring IT projects from meeting the triple constraints 
of time, cost and scope. It contributes towards the body of 
knowledge on knowledge management and sharing and, in 
particular, on mechanisms for knowledge sharing in software 
development projects. 

Keywords: Knowledge sharing, triple constraint, software 
development projects, expert sampling.
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INTRODUCTION

Organisations are dependent on knowledge for achieving 
and maintaining competitive advantage. In order to 
increase productivity and likelihood of project success, 
software development organisations are managing 
knowledge in inventive ways. The success of software 
development projects depends on effective knowledge 
sharing, and in particular, on effective communication, 
coordination and collaboration (Mohammad & Rajib, 2014 
& Syed, Faheem, Nowman, Abdul & Syed, 2016). Software 
development organisations are therefore compelled to 
manage, share and retain their knowledge and to re-use 
it in smarter and more innovative ways to solve problems. 
To facilitate dynamic knowledge sharing and to improve 
productivity and coordination in software development 
teams, agile mechanisms are extremely important in 
projects (Mohammad & Rajib, 2014). Proper mechanisms 
for knowledge sharing assist organisations to meet 
business needs when employees exchange their skills 
and expertise (Bhojaraju, 2005). Software development 
organisations are experiencing unique difficulties with the 
practice of knowledge sharing (Killingsworth, Yajiong & 
Yongjun, 2016; Kukko & Helander, 2012). Limited empirical 
studies are available investigating mechanisms relating 
to the sharing of knowledge in software development 
organisations (Mansooreh, Mojtaba & Muhammad, 2016). 
This study investigates mechanisms for sharing knowledge 
in software development projects.

PROBLEM INVESTIGATED

Any organisation that wishes to succeed must strive 
towards making their knowledge shareable (Zhang, 
Yezhuang & Zhongying, 2006). Knowledge sharing 
features is the foundation of every successful software 
development organisation. Various approaches, depending 
on the organisation, may be implemented to improve the 
knowledge sharing process and enhance project success 
in software development organisations (Cao & Zhai, 
2007). Omotayo (2015) states that many organisations 
do not suffer from lack of knowledge but rather from 
mechanisms that can be used in accessing knowledge. 
Often, trying to access the appropriate knowledge can 

be difficult and time consuming. It is problematic to 
promote knowledge sharing, where mechanisms for 
knowledge sharing are not known to an organisation. 
Shortcomings pertaining to knowledge sharing contributes 
towards IT projects not meeting the triple constraints of 
time, scope and cost (Cuellar, 2010). There are limited 
empirical studies available that investigate mechanisms 
for the sharing of knowledge within software development 
projects (Mansooreh, Mojtaba, Muhammad, 2016). This 
study explores mechanisms for knowledge sharing in 
software development projects. Note that, in this study, 
‘mechanisms for knowledge sharing’ are also referred to 
as ‘ways of sharing knowledge’.

RESEARCH QUESTION

The objective of this paper is to investigate mechanisms 
for knowledge sharing in software development projects, 
from the perspective of IT specialists. The specific 
research question addressed in this paper is: Which 
mechanisms for knowledge sharing are most frequently 
used in software development projects? 

LITERATURE REVIEW

Two basic terms must be taken into account when 
dealing with knowledge sharing, namely, knowledge, and 
information, and subsequently the derivatives knowledge 
sharing and information transfer (Andriessen, 2006). 
Andriessen (2006) defines information as ‘a collection 
of facts and figures’ and knowledge as consisting of 
‘insights and interpretations’ to be ‘personalised’ and 
to refer to specific situations. Similarly, Nonaka (1994) 
defines knowledge as ‘a justified belief’ that increases 
an individual’s capacity to perform a specific task. A 
knowledge management process enables organisations 
to ensure that knowledge is generated, shared among 
individuals, stored for future usage, and utilised to gain 
competitive advantage (Chatterjee, 2014). Employees may 
either share tacit or explicit knowledge (Jashapara, 2011). 
Explicit knowledge is shared in a written way, while tacit 
knowledge is shared by following given instructions, and/
or by observation (Fang, Ko, Kang & Chen, 2008). Since 
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instances of knowledge sharing often involves elements 
of both tacit and explicit knowledge, it is not deemed 
necessary to treat these two categories of knowledge as 
distinctly different categories in this paper.

Knowledge sharing may also be referred to as knowledge 
innovation because individuals’ own understanding is 
added into the process of knowledge sharing. And an 
individual’s knowledge level is also improved. Knowledge 
sharing may be achieved through meeting with participants 
directly, attending workshops and conferences, by means 
of internal social networks within organisations, and also 
through some planned organisational learning. Knowledge 
is shared efficiently through meeting participants face to 
face, as some employees will be able to ask questions 
when clarity is needed. (Fengjie, Fei & Xin, 2004).

Chatterjee (2014) states that knowledge sharing is the 
process of learning, occurring in the following ways: 

• Individual learning: individuals gain skills while 
performing their duties or while on training; and

• Collective learning: characterised by communities of 
practice at the organisational level.

In the process of knowledge sharing, it is important for 
both parties ̶ the sharer of the knowledge and the receiver 
to be honest and trustworthy in offering feedback where 
necessary, in order to build a good relationship between 
the two parties involved (Zhang & Jiang, 2012). It is clear 
that when individuals share their knowledge, they expect 
certain future benefits which will improve their perception of 
self-efficacy, gaining more understanding of the knowledge 
(Zhang & Jiang, 2012). The main aim of knowledge 
sharing is to solve problems within IT projects in a faster 

and cheaper way (Kukko & Helander, 2012). Andrawina 
(2009) states that organisations have recognised the 
prominent part of knowledge as an investment in gaining 
reasonable benefits. Knowledge is regarded as the 
most valuable resource for learning other better ways of 
performing tasks, solving complexities within workloads, 
and introducing new ways of solving problems (Andrawina, 
2009). For organisations to meet their clients’ expectations 
and their high levels of competition, they rely entirely on 
their ability and speed of catching new opportunities; and 
on their employees sharing their knowledge effectively 
and efficiently (Chatterjee, 2014 & Andrawina, 2009).

The way participants behave within organisations becomes 
a key factor in organisations either delivering better 
systems, or failing to deliver. Knowledge management 
involves key factors such as teamwork, organisational 
culture, skills transfer, individual’s experience and 
knowledge (Andrawina, 2009). Therefore, the way in 
which participants communicate their experience, namely, 
their willingness to share what they know has an impact on 
the success of an organisation. Relationships between the 
use of IT services, information security, trust, intentions 
of knowledge sharing and behaviour must be discussed 
within and across organisations (Juan, Rong, Song & 
Weili, 2009).

According to Willems (2009), knowledge may be shared 
through social interaction and through codification. 
Willems (2009) argues that through social interaction, 
knowledgeable employees use what they possess when 
doing given tasks while through codification knowledge 
becomes independent of the actor. Tables 1 and 2 
describe the differences between the two ways of sharing 
knowledge; and the various pros and cons of both ways of 
knowledge sharing.
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TABLE 1: SHARING THROUGH CODIFICATION: PROS AND CONS

Sharing through codification
Pros Cons

Knowledge independent from actor Codification is difficult/impossible
Easily searched through electronic means Expensive to implement
Knowledge maybe kept even if actor goes away Aspects of knowledge are lost during codification
Explicit knowledge is unambiguous New, technical risks and problems are introduced to 

the equation

Source:  Willems (2009)

TABLE 2: HARING THROUGH SOCIAL INTERACTION: PROS AND CONS

Sharing through social interaction

Pros Cons
No information lost during sharing It may be hard to facilitate social interaction
Actor who possesses knowledge may use it 
during practice Knowledge remains locked in people and people may leave

It is hard to find out who possesses what knowledge

Source:  Willems (2009)

Knowledge sharing improves the organisation’s success, 
promotes the organisation’s competitive advantage, 
and enables easy organisational learning (Chatterjee, 
2014). Knowledge sharing is said to be the source of an 
organisation’s success, learning, and competitive power. 
Software organisations find it difficult to share knowledge 
without the use of technology (emails and shared files). 
Technology makes it easier for knowledge sharing to 
be possible; and therefore, in software development 
projects where the use of technology is not promoted, 
project failure rate is very high (Alony & Whymark, 2006). 
According to Mohammad and Rajib (2014), there are 
six mechanisms for knowledge sharing, namely, pair 
programming, release and sprint planning, customer 
collaboration, different teams working together, scrum 
meetings and project presentations for lessons learnt. For 
large teams, knowledge may also be shared via wikis, 
pair-programming, video conferencing, chat rooms, and 
online conferencing (Mohammad & Rajib 2014).This 

section revealed that people must understand the benefits 
and the importance of knowledge sharing for the smooth 
process of knowledge sharing. The next section discusses 
the research methodology followed in this research.

RESEARCH METHODOLOGY

This section discusses the research approach, population 
and sampling, data collection techniques and instruments 
as well as methods for data analysis and interpretation 
employed in this paper.

Research Approach

This research study lends itself to a quantitative approach 
because it aims at answering questions about the ‘what’, 
‘which’, ‘how many’ and ‘how much’ of a phenomenon. 
More specifically, quantitative techniques were employed to 
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investigate the frequency with which various mechanisms 
for knowledge sharing (identified through literature review) 
were employed in software development projects in the 
targeted organisations. In addition, qualitative techniques 
were employed, to extract additional mechanisms for 
knowledge sharing and to enhance understanding on 
mechanisms for knowledge sharing. 

Population and Sampling

In this research study, expert sampling as a subcategory 
of purposive sampling was used, since the researcher 
seeks information, views, and opinions from specialists 
in the field of IT, and more specifically, employees 
involved in IT projects (business analysts, system 
testers, database administrators, project managers 
and programmers). In each category, participants were 
selected based on their experience of at least one year 
working on software development projects. Time and 
budgetary constraints dictated this sampling method. 
Four software development organisations listed on the 
Johannesburg Stock Exchange (JSE), South Africa 
successfully participated in this research study. All 
four organisations are based in Johannesburg. Two 
companies specialise in Systems Applications and 
Products (SAP), conducting consultations which provide 
services to other organisations. Of 270 employees 
who received the online questionnaires, 218 (80.7%) 
employees qualified to participate in the questionnaires, 
by virtue of having more than one year experience. The 
remaining 52 (19.3%) were not eligible to participate. 
117 (53%) of the employees successfully responded to 
the questionnaires. Based on availability and willingness 
to participate, 13 of the questionnaire respondents 
participated in the interviews.

Data Collection Techniques and Instruments

Data was collected using online questionnaires. As the 
researcher is seeking quantitative data from a large number 
of participants over a short period of time. Questionnaires 
were distributed using an online strategy. Respondents 
were asked to rate each mechanism of sharing knowledge 
on a 5-point Likert scales ranging from very frequently to 
never. The questionnaires link was distributed to the ICT 

manager in each organisation. It was then distributed to 
all employees within their departments. Interviews were 
arranged with available and willing participants. The 
interview guide was used as a form of a follow up from 
the questionnaires to gain more understanding and to get 
more inputs. Interviews were also conducted to elicit in-
depth understanding and knowledge from the participants 
who completed the online questionnaires.

Method for Data Analysis and Interpretation

All collected data was scrutinised using IBM Statistical 
Package for Social Science (SPSS) version 20, Stata 
version 13 and MS Excel 2010. According to Greasley 
(2008), before data can be entered into SPSS, it must 
be coded before the analysis. So codes were written and 
entered into SPSS. Data was transferred from MS Excel 
format to Stata V13 format, wherein statistical analysis 
was performed, by StatTransfer. Qualitative data obtained 
through interviews supplemented the quantitative data 
collected through the questionnaires. No software was 
used to analyse interviews. Interviews were interpreted 
based on the responses given.

RESULTS FROM QUESTIONNAIRES

In this section the results obtained through questionnaires 
are presented and discussed.

Demographic Profile of the Respondents

The demographic profile of the respondents is presented 
and discussed in terms of gender, position, experience, 
and highest qualification.

Gender

The results, as shown in Figure 1, indicate that the majority 
of the 117 respondents who participated in this research 
study were male (66.67%). This aligns with a study by 
Hans (2009) affirming that ICT companies in South Africa 
are dominated by males. This could also be an indication of 
the type of challenge that exists in software development 
organisations.
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FIGURE 1: GENDER OF RESPONDENT

Position

Figure 2 reveals that the majority of respondents were 
systems testers (25.64%), which may indicate that 
systems are tested thoroughly in order to avoid bugs 
and to deliver according to client expectations. Not far 
behind were programmers (24.79%), business analysts, 

(18.80%), database administrators (17.09%), project 
managers (8.55%), while others amounted to (5.12%). 
As discussed in a later section, the difference in roles 
explains to some extent the variance in answers between 
participants.

FIGURE 2: POSITION OF RESPONDENTS

Years of Experience

As illustrated in Figure 3, the majority of the respondents 
have experience of 6–10 years (34.19%), followed by 
those with experience of 1–5 years (28.21%), those with 

experience of 11–20 (24.79%) years, and lastly those with 
21 or more years’ experience (12.82%). 
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FIGURE 3: EXPERIENCE OF RESPONDENTS

Highest Qualification

The majority of the respondents indicated as highest 
qualification a degree or diploma (58.97%), followed by 
postgraduate qualifications (34.19%), matric as highest 

qualification (5.98%), and other qualifications accounting 
for (0.85%). In summary, these figures reveal that the 
majority of employees in the software development 
organisations studied had an undergraduate qualification 
as highest qualification.

FIGURE 4: QUALIFICATION OF RESPONDENTS

Mechanisms for Knowledge Sharing

Table 3 presents a summary of the frequency of use for 
mechanisms of knowledge sharing investigated in this 
study, sorted in descending order according to the ‘very 

frequently’ column. Note that respondents were asked 
to respond by indicating level of agreement on a 5-point 
Likert scale ranging from ‘Very frequently’ to ‘Never’.
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TABLE 3: SUMMARY OF MECHANISMS FOR KNOWLEDGE SHARING

No Methods
Very 

Frequently
(%)

Frequently
(%)

Occasionally
(%)

Rarely
(%)

Never
(%)

1 Email 54 34 7 5 0
2 Wikis 39 35 10 9 7
3 Chat Rooms 37 43 10 5 5
4 Scrum Meetings 35 39 15 7 4
5 Team Networking 30 51 14 4 1
6 Personal Communication 29 58 10 3 0
7 Social Networking 29 53 8 6 4
8 Codification 28 53 13 4 2
9 Customer Collaboration 26 50 14 7 3

10 Individual Learning 23 58 14 3 2

11 Time Given To Knowledge Sharing 21 46 21 7 5

12 Cross - Functional Teams 21 38 25 8 8
13 Facilitating Knowledge Sharing 20 58 13 6 3
14 Supportive Culture 19 54 15 9 3
15 Organisational Structure 18 55 14 9 4
16 Collective Learning 15 57 23 3 2
17 Pair Programming 15 60 16 9 0
18 Knowledge Sharing 15 50 19 7 9
19 Incentives Used 15 58 13 5 9
20 Project Retrospectives 15 54 21 7 3
21 Sprint Planning 14 59 18 7 2
22 Online Conferencing 12 30 21 16 21
23 Video Conferencing 11 28 23 12 26

Emails provide the highest percentage as a mechanism 
for knowledge sharing; contributing (54%), wikis (39%), 
chat rooms (37%), scrum meetings (35%), team 
networking (30%), personal communication and social 
networking (29%). These findings confirm the study 
by Alony and Whymark (2006), Mohammad and Rajib 
(2014), and Malin (2012) on the most frequently used 
mechanisms for knowledge sharing. Several practices 
are used to share knowledge in IT projects including, 
pair programming, release and sprint planning, customer 
collaboration, cross-functional teams, daily scrum 

meetings and project retrospectives. Software engineers 
share knowledge by working together and through close 
collaboration with customers; and more specifically, 
pair programming, extreme programming, daily scrum 
meetings, and sprint retrospectives in scrum processes 
(Mohammad & Rajib, 2014; Malin, 2012; Alony and 
Whymark, 2006; Andriessen, 2006). From these findings, 
it can be concluded that Alony and Whymark’s (2006), 
Mohammad and Rajib’s (2014), Malin’s (2012) and 
Andriessen’s (2006) work will inform how mechanisms 
for knowledge sharing can be examined.
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Test for Internal Consistency

Descriptive statistics were generated to summarise 
the data for the mechanisms for sharing knowledge. 
Cronbach’s alpha is a statistical measure of how well a set 
of items are correlated (Field, 2005). George and Mallery 
(2003), Field (2005) and Kline (1999) provide the following 
guidelines for Cronbach’s alpha: > 0.9 - Excellent; > 0.8 
- Good; >= 0.7 Acceptable; > 0.6 - Questionable; > 0.5 - 
Poor; and < 0.5 - Unacceptable. Cronbach’s alpha, with a 
cut-off point of 0.7 was used to test for internal consistency. 
The Cronbach’s alpha for the items tested are above 0.7 
suggesting that the items have a high (’excellent’) internal 
consistency. 

Test for Association

Pearson’s chi-squared test was used to test for association 
between any pairs of categorical variables. Interpretation 
was performed at a 0.05 error rate. Coefficients which 
indicated significant results at the 0.05 level are outlined. 
Only one aspect of mechanisms for sharing knowledge 
showed significant association with demographic variable 
gender, namely organisational structure facilitating 
knowledge sharing. Aspects of mechanisms for sharing 
knowledge that showed significant associations with 
demographic variable years of experience are personal 
communication, cross-functional teams (knowledge 
shared across different teams) and emails. Aspects 
of mechanisms for sharing knowledge that showed 
significant associations with demographic variable position 

are: release and sprint planning (knowledge on how to 
plan for the next sprint/release), training in knowledge 
sharing, access to information systems that facilitate 
knowledge sharing, personal communication, daily scrum 
meetings and chat rooms. Aspects of mechanisms for 
sharing knowledge that showed significant associations 
with demographic variable highest qualification are: pair 
programming, access to information systems that facilitate 
knowledge sharing, team networking, sharing through 
social interaction (social networking) and emails.

RESULTS FROM INTERVIEWS

In this section the results obtained through interviews are 
presented and discussed. 

Participants

Based on availability and willingness to participate, 13 
of the questionnaire respondents participated in the 
interviews.

Mechanisms for knowledge sharing

Table 4 below summarises the results pertaining to 
mechanisms for knowledge sharing obtained through 
interviews. Dropbox, cloud services, Google drive, 
presentations of new skills, SharePoint, YouTube videos, 
books, and IT focus groups are additional items to those 
in the questionnaires, uncovered through the interviews.
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TABLE 4: RESULTS FROM INTERVIEWS - MECHANISMS FOR KNOWLEDGE SHARING

Mechanisms for knowledge sharing

Interview Question Participants’ responses

What methods/ways/mechanisms are 
used in your organisation to share 
knowledge?

• Dropbox.
• Cloud services: very good when considering security and 

convenience.
• Presentations of new skills learned.
• Google Drive.
• SharePoint.
• Wikis.
• Scrum meetings.
• YouTube videos: recorded videos on how to perform certain 

tasks. 
• Books.
• Information technology focus groups junior developers 

research new technologies.

What are the best mechanisms of 
sharing knowledge?

• Mentorship.
• Wikis.
• Pair works (senior and juniors working together for the purpose 

of skills transfer).
• Network access: having network access to the relevant 

information without needing help from individual participants 
possessing the knowledge.

• Seminars and workshops.
• Meetings.
• Knowledge-sharing forums.
• Emails.

How would you like knowledge to be 
transferred to the next generation of 
workers?

• Understanding and applying business rules.
• Skills transfer.
• Employing knowledge-sharing culture.
• Motivating employees to share knowledge.
• Documenting all knowledge/skills acquired within the business 

unit.

This section presents the interpretation and the analysis of 
the responses from the interview questions.

• Responses show that organisations make use of 
various mechanisms to share knowledge. These 
mechanisms are used for various purposes that 
benefit them.

• Security and convenience is considered  
when choosing mechanisms for knowledge  
sharing.

• Responses indicate that, of all the mechanisms used 
to share knowledge, mentorship, wikis, and pairing 
juniors and seniors to work together, are considered 
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to be the most frequently used mechanisms for 
knowledge sharing.

• If organisations can employ a knowledge- 
sharing culture and enforce rules, employees  
should be able to transfer knowledge to the next 
generation.

SUMMARY AND CONTRIBUTION

This section summarises the main results of the study as 
well as the expected contribution to practice and theory.

Summary of Results

This subsection summarises the results from both the 
questionnaires and interviews 

• Results from questionnaires indicate that knowledge 
pertaining to software development projects is most 
commonly shared through emails, wikis, chat rooms, 
scrum meetings and team networking.

• Additional mechanisms for the sharing of knowledge 
uncovered through interviews include Dropbox, cloud 
services, Google drive, SharePoint, YouTube, and 
books.

Contributions of the Research

This section outlines the contribution of this paper, both 
practical and theoretical.

Contribution to Practice 

The practical contributions of this paper include the 
following:

• This paper is expected to aid with the understanding 
of mechanisms for knowledge sharing – more 
specifically in software development projects – so that 
improvements can be made.

• By facilitating an increased understanding of 
knowledge sharing in software development projects, 
the findings of this research are expected to assist in 
closing the gap that causes IT projects failing to meet 
the triple constraints of time, cost and scope.

• Where IT specialists have an increased understanding 
of knowledge sharing, they should be enabled to 
employ different mechanisms for knowledge sharing, 
make use of different types of sharable knowledge, 
and subsequently improve their project success.

Contribution to Theory

The expected theoretical contributions of this paper 
include the following:

• This research is expected to contribute to  
the body of knowledge on knowledge sharing  
in software development projects by adding an 
empirical study in the context of South African 
software development organisations in the  
Gauteng area.

• The study further contributes by highlighting 
associations between demographic variables  
of IT specialists that participated in this study  
and their perceptions on mechanisms for knowledge 
sharing.

RECOMMENDATIONS

This section outlines the recommendations for practice 
and for further research.

Recommendations for Practice

This sub section outlines the recommendations for practice 
arising from this paper

• IT specialists are advised to employ mechanisms for 
knowledge sharing, as discussed in this paper so 
that they can benefit from them and increase project 
success.
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• Software development organisations should try 
to retain knowledge critical to the organisation’s 
success by making use of mechanisms for knowledge 
sharing to capture and store knowledge in knowledge 
management or related systems for future use. 

• When students are conducting projects and 
assignments for programming courses at the Faculty 
of ICT at TUT, or at any institutions of higher learning, 
pair programming may be applied. Students would 
then be empowered to share their programming 
expertise. Furthermore, senior students can mentor 
first-year students, assisting them when they are 
struggling with certain programming concepts.

Recommendations for Further Research

This sub section outlines the recommendations for further 
research arising from this paper

• A larger-scale study investigating mechanisms for 
knowledge sharing in software development projects;

• A study focusing on mechanisms for knowledge 
sharing pertaining to particular roles, e.g. business 
analysts or project managers; and 

• A study investigating and comparing mechanisms for 
knowledge sharing in various industries.

• A study investigating strengths, weaknesses and 
usefulness of the identified mechanisms.
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Abstract
Technological advancement is increasingly transforming 
the world, and humankind finds itself at the threshold 
considers to be the Fourth Industrial Revolution (4IR). While 
technologies continue to build on and amplify each other 
in the physical, digital and biological realms, management 
practice appears to lag comparable to 4IR’s exponential 
advancement. At the individual level of analysis, based on 
Schwab’s (2016) 4-type intelligence proposition, this study 
assessed how SA management practitioners perceive 
themselves in terms of contextual-, emotional-, inspired-, 
and physical intelligence (4IR Intelligence). Collectively 
SA managers rate moderately, with only partial reliability 
of the instrument, whilst statistical significant as well as 
practical significant bivariate correlations were calculated 
between all four variables. In terms of demographic 

variables, no statistical or practical significant difference 
could be determined. 4IR shifts demand management 
practitioners to reinvent themselves to meaningfully 
address the challenges, by assessing themselves in 
relation to the 4-type intelligence proposition so as to 
determine readiness and identify shortcomings. At the 
organisational level management practitioners should 
initiate developmental initiatives in relation to the 4-type 
intelligence so as to empower employees and followers, 
as well as give 4IR prominence in thee organisations’ 
strategic dialogue.

Keywords: Fourth Industrial Revolution, Contextual 
Intelligence, Emotional Intelligence, Inspired Intelligence, 
Physical Intelligence
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INTRODUCTION, PROBLEM STATEMENT 
AND OBJECTIVES

When observing contemporary management through 
the lens of the profound changes taking place across all 
industries, evident by the advent of new business models, 
the disruption of established sectors and the reshaping 
of production, consumption, transportation and delivery 
systems (Schwab, 2016), numerous challenges become 
apparent on a macro-, mezo, and micro level. 

Technological advancement is increasingly transforming 
the way we work, live, communicate, travel and socialise, 
which, at the rate it is going, could fundamentally alter 
life, as we know it. So profound could it be that Kurzweill 
(2005:22) predicts a future period during which the pace of 
technological change will be so rapid, its impact so deep, 
that human life will be irreversibly transformed. Schwab 
(2016) observes that “in its scale, scope, and complexity, 
the transformation will be unlike anything humankind 
has experienced before,” and that humankind finds itself 
at the beginning of a revolution he considers to be the 
Fourth Industrial Revolution (To be referred to as 4IR 
henceforth). 

The reasons supporting the conviction that a fourth 
and distinct revolution is underway, and not merely a 
continuance of the third industrial revolution, is because 
of its velocity (4IR is evolving at an exponential rather 
than linear rate), breadth and depth (4IR is not only 
changing the “what” and the “how” of doing things but also 
“who” we are), and systems impact (4IR sees the advent 
of transformation of entire systems, across (and within) 
countries, companies, industries and society as a whole). 
Schwab (2016) furthers that although it is not clear how it 
will unfold, it is of necessity that the “response to it must be 
integrated and comprehensive, involving all stakeholders 
of the global polity, from the public and private sectors to 
academia and civil society.”

Although the rate and extent of 4IR is yet to be fully 
comprehended, consider the possibilities of mobile 
devices connecting billions of people driving unparalleled 
processing power, storage capabilities and access to 
knowledge. In addition, the overwhelming convergence 

of emergent technology such as, among others, artificial 
intelligence (AI), robotics, the internet of things (IoT), 
autonomous vehicles, 3D printing, nanotechnology, 
biotechnology, materials science, energy storage and 
quantum computing. Although many are still in early 
stages of development, they are already introducing an 
inflection point as they build on and amplify each other in a 
synthesis of technologies across the physical, digital and 
biological worlds (Schwab, 2016).

On the other hand, management practice, i.e. the planning, 
organising, leading and control of money, markets, 
machines, methods, material, man and information in 
order to achieve organisational goals effectively and 
efficiently (Prause & Mujtaba, 2015:14), appears to lag 
in its advancements in terms of theory and application 
comparable to 4IR’s exponential advancement. The 
homogeneity of organisational forms and practices are 
apparent, and although various kinds of professionals 
within an organisation may differ from one another, they 
exhibit much similarity to their professional counterparts 
in other organisations. The sociological theory of 
isomorphism, which refers to the similarity of the processes 
or structure of one organisation to those of another, proves 
useful in explaining this homogeneity (Di Maggio & Powell, 
1983:150). Nearly a decade ago Hamel (2006) already 
expressed the need for management innovation, defined 
as “a marked departure from traditional management 
principles, processes, and practices or a departure from 
customary organisational forms that significantly alters 
the way the work of management is performed” (Hamel, 
2006:75).

The dichotomy between the two themes is apparent. 
The dramatic advancements driven by 4IR, for example 
in artificial intelligence, are progressively gaining ground 
in the domain of decision making traditionally associated 
with management. With algorithms increasingly able 
to make complex decisions, the contemporary scope of 
management is under pressure to consider the future 
scope of management practice (Mongeau, 2014). 
According to Dewhurst and Willmott (2014:76), machine 
learning has reached the vertical part of the exponential 
curve. “Computers are replacing skilled practitioners in 
fields such as architecture, aviation, the law, medicine, 
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and petroleum geology - and changing the nature of work 
in a broad range of other jobs and professions” (Dewhurst 
& Willmott, 2014:76).

Mongeau (2014) asserts that management practice 
will therefore progressively need to become more 
innovative in terms of affirming its value proposition in 
relation to emerging advanced decision technologies. 
“As many traditional industrial age business functions 
become subject to disintermediation by automation 
and expert analytics systems, new industries and value 
propositions will need to be framed by an emerging 
generation of leaders” (Mongeau, 2014).

The King’s Fund (2011:1) argues that management 
is important; nothing effective can happen without 
budgeting, scheduling and implementation, and 
beyond that, someone has to provide leadership, i.e., 
setting priorities and a direction (vision), strategy and 
engaging employees. In addition to good leadership 
and management, administration is also an imperative. 
The three, leadership, management and administration 
are interdependent; without leadership, there can be 
no effective management, because the organisation 
will not know what it is meant to be doing, and without 
good administration, management can be rendered 
ineffective. In terms of the science of management and 
its related theories, Çelik & DoĞan (2011:69) assert that 
the first systematic studies in the field of management 
can be associated to Taylor, followed by Fayol, and then 
Weber, with modern approaches finding its expression 
in the unification of the three pioneers’ theories.  

However, humankind finds itself in an age of 
unprecedented digital technological progress, which will 
continue to improve, bringing about not only beneficial 
transformations, but also profound challenges, likely to 
bring economic disruption. It is very plausible that as 
computing power increases, companies will have less 
need for some categories of employees (Brynjolfsson 
& McAfee, 2014:9-11). Now, although senior managers 
are far from obsolete, machine learning is progressing 
at a rapid pace, and executives need to become adept in 
creating innovative new organisational forms needed to 
manage in an age of machine intelligence; accentuating 

creative abilities, leadership skills, and strategic 
thinking (McAfee, Goldbloom, Brynjolfsson & Howard,  
2014).

Thus, how should management position itself for a 
future of exponential automation across the various 
sectors of the economy? How should management 
practice evolve to navigate the anticipated disruptions 
to organisations and associated impact on the social 
fabric? Chui, Manyika, and Miremadi (2015) posit that the 
organisational and leadership implications are profound 
and that, from leaders to front line managers, will need 
to redefine jobs and processes to ensure organisational 
longevity.

It is therefore conceivable that 4IR also sets an important 
agenda for the future of management practice, and the 
urgency of the matter is apparent on the micro-, mezzo- 
and macro levels. At the micro-level, the individual is 
the level of analysis, and the readiness of South African 
Managers to meaningfully address the challenges of the 
4IR is evident.

This study proposes a point of departure at the individual 
level of analysis based on Schwab’s (2016) proposition 
that the challenges of 4IR can only be meaningfully 
addressed if the collective wisdom of people’s minds, 
hearts and souls are mobilised. To do so, Schwab 
(2016) argues the need to adapt, shape and harness 
the potential of disruption by nurturing and applying four 
different types of intelligence, namely (ibid):

• contextual (the mind) – how we understand and apply 
our knowledge

• emotional (the heart) – how we process and integrate 
our thoughts and feelings and relate to ourselves and 
to one another

• inspired (the soul) – how we use a sense of individual 
and shared purpose, trust, and other virtues to effect 
change and act towards the common good

• physical (the body) – how we cultivate and maintain 
our personal health and well-being and that of 
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those around us to be in a position to apply the 
energy required for both individual and systems 
transformation

Combining the above, the term “4IR-Intelligence” is thus 
proposed as a measure of an individual management 
practitioner’s 4IR-Intelligence Quotient (4IR-Q) – the 
emphasis being on “How frequently do I engage in the 
behaviour described?” as it relates to the four intelligence 
constructs above.

Hence, the primary objective of this study is to assess the 
readiness of South African management practitioners to 
meaningfully address the challenges of 4IR. By utilising 
a combination of theoretical frameworks and quantitative 
techniques, the study will assess how South African 
management practitioners perceive themselves in 
terms of contextual-, emotional-, inspired-, and physical 
intelligence, in order to ultimately rate their individual and 
collective 4IR Intelligence Quotient (4IR-Q). In order to 
address the primary objective of this study, some of the 
secondary objectives include, amongst others:

• To examine the internal consistency (the extent 
to which the items in each of the variables are 
associated with one another), i.e. contextual, 
emotional, inspired and physical.

• To examine the relationship between the  
variables, i.e. contextual, emotional, inspired and 
physical.

• To examine the association between the variables,  

i.e. contextual, emotional, inspired and  
physical and the demographic variable ‘gender’ of 
participants.

• To examine the association between the variables, 
i.e. contextual, emotional, inspired and physical 
and the demographic variable ‘management level’ of 
participants.

• To examine the association between the variables, 
i.e. contextual, emotional, inspired and physical 
and the demographic variable ‘industry sector’ of 
participants.

OPERATIONALISATION OF THE VARIABLES

For purposes of this study, Schwab’s (2016) proposition, 
that the challenges of 4IR can only be meaningfully 
addressed if the collective wisdom of people’s minds, 
hearts and souls are mobilised by nurturing and applying 
contextual-, emotional-, inspired-, and physical intelligence, 
is utilised. By combing the four types of intelligence, a 
single measure is proposed, namely 4IR-Intelligence.

In Figure 1 (theoretical model), Schwab’s (2016) four types 
of intelligence determining the 4IR-Intelligence of a subject 
is depicted. The theoretical model thus proposes that the 
four types of intelligence (contextual, emotional, inspired 
and physical) combined determines 4IR-Intelligence, 
subsequently expressed as 4IR-Intelligence Quotient 
(4IR-Q).
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FIGURE 1: THEORETICAL MODEL

Contextual intelligence

From a perspective of a contextual sub-theory of intelligence, 
Sternberg (1985:45) views intelligence as “mental activity 
directed toward purposive adaptation to, and selection and 
shaping of, real-world environments relevant to one’s life.” 
The situation in which purposeful action is taken is thus 
emphasised, Brown, Gould and Foster (2005:51) posit that 
contextual intelligence (CI) has to do with practical know-
how that transcends what is formally described or taught 
directly, requiring understanding of the context in which one 
functions; not only knowing what to do, but also knowing 
how to get it done.

Kutz (2008:23) defines contextual intelligence as “the 
ability to quickly and intuitively recognise and diagnose 
the dynamic contextual variables inherent in an event 
or circumstance and results in intentional adjustment of 
behaviour in order to exert appropriate influence in that 
context.” Context has to do with the nature of relations 
and interdependencies among and between agents 
(e.g., people, ideas, values, experiences, cultures, etc.), 
political alliances, organisations, religious alignment, 
social contexts, and private context. Therefore, contextual 
intelligence refers to the awareness of these interactions 
between agents that fundamentally inform behaviour in 
a social complex environment (Kutz & Bamford-Wade, 

2013:67)
Tarun (2014:60), arguing that insufficient attention 
has been paid to context in the field of management, 
further adds that contextual intelligence is “the ability to 
understand the limits of our knowledge and to adapt that 
knowledge to an environment different from the one in 
which it was developed.” Schwab (2016) furthers that 
“sense of context is defined as the ability and willingness 
to anticipate emerging trends and connect the dots. 
These have been common characteristics of effective 
leadership across generations and, in the fourth industrial 
revolution, they are a prerequisite for adaptation and 
survival.”

It is thus imperative that management practitioners 
understand the value of diverse networks across 
traditional boundaries, and develop their capacity and 
readiness to engage with all stakeholders related to the 
matter at hand. To acquire a holistic view of the situation, 
management practitioners have to pursue a multi-
stakeholder orientation that transcends the increasingly 
counterproductive boundaries between sectors and 
professions. In addition, the capability to reframe mental 
and conceptual models and organisational philosophies 
is essential. Management practitioners failing in this 
will find it challenging to adjust to the disruptions of 4IR 
(Schwab, 2016).
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Emotional intelligence

Goleman (2004:82) argues that one common trait most 
effective leaders share, is a high degree of emotional 
intelligence. In fact, he regards it as the sine qua non of 
leadership; without it, even the best training in the world, an 
incisive, analytical mind, and an endless supply of smart 
ideas, still won’t make a great leader. Salovey and Mayer 
(1990:189) define emotional intelligence as “the subset of 
social intelligence that involves the ability to monitor one’s 
own and others’ feelings and emotions, to discriminate 
among them and to use this information to guide one’s 
thinking and actions.”

According to Goleman (2004:88) emotional intelligence 
consists of five components, namely, (1) Self-Awareness 
(ability to recognise and understand your moods, emotions, 
and drives, as well as their effect on others), (2) Self-
Regulation (ability to control or redirect disruptive impulses 
and moods; the propensity to suspend judgment - to think 
before acting), (3) Motivation (passion to work for reasons 
that go beyond money or status; a propensity to pursue 
goals with energy and persistence), (4) Empathy (ability 
to understand the emotional makeup of other people; skill 
in treating people according to their emotional reactions), 
and (5) Social Skill (proficiency in managing relationships 
and building networks; an ability to find common ground 
and build rapport). 

With reference to manager and leadership qualities, 
Lazovic (2012:798) argues that a high degree of emotional 
intelligence manifests in developing positive relations 
and achieving emotional commitment from employees, 
which strengthens organisational culture, improves 
its resilience and increases its flexibility. Developing a 
culture of trust grows synergy among employees which 
in turn stimulates creativity; essential for developing 
novel solutions and shaping innovative responses to the 
increasingly complex demands of contemporary society 
– as characterised by 4IR.

At the heart of emotional intelligence is the adaptation of 
creating conscious and intelligent actions regarding one’s 
own emotional responses as well as managing other 
people’s reactions to a particular situation. Of importance, 

however, is the ability to first understand one’s own 
emotional state and subsequent recognition of its impact 
on one’s behaviour (Lazovic, 2012:799). Scwab (2016) 
contests that self-awareness, self-regulation, motivation, 
empathy and social skills are critical skills to succeed in 
the era of 4IR. The level of emotional intelligence and the 
capacity to cultivate it continuously evidently differentiates 
the outstanding decision-makers from the average ones, 
and organisations rich in leaders with high emotional 
intelligence will be more creative and better equipped for 
agility and resilience in this age of persistent and acute 
change, able to cope with disruption. 

Inspired intelligence

Derived from the Latin word ‘spirare’ (to breathe), Schwab 
(2016) coined the term ‘inspired intelligence’ which refers to 
the continuous search for meaning and purpose. Schwab 
(2016) furthers that it emphasises nurturing the “creative 
impulse and lifting humanity to a new collective and moral 
consciousness based on a shared sense of destiny.”

Aligned with this view, previous research illuminates 
articulating a vision as an essential leadership act (Gupta, 
Macmillan & Surie, 2004:246; Stopper, 2005:6). Sumner, 
Bock and Giamartino (2006:44) emphasise the importance 
of envisioning the future by imagining exciting and worthy 
possibilities. Being forward-looking – envisioning exciting 
possibilities and enlisting others in a shared view of the 
future – is the attribute that most distinguishes leaders 
from non-leaders (Kouzes & Posner, 2009:20). It also 
influences follower trust because leaders show followers 
an attractive vision of the future to persuade them to believe 
in their own prospects (Chen, Hwang & Liu, 2009:129). 
Sumner et al. (2006:44) further posit that organisations 
are not successful through the actions of a single person; 
it requires a team effort, trust and strong relationships, 
competence and confidence, collaboration and individual 
accountability.

Horwitch and Whipple (2014:2) also accentuates the 
ability to energise people, foster engagement and creating 
trust; inspiring the team and extending it all the way to the 
front line. The science of leadership has provided strong 
support for the notion that inspired intelligence infuses a 
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vision for the future that speaks to shared concerns of 
the collective (Molenberghs, Prochilo, Steffens, Zacher & 
Haslam, 2015:2). Leaders thus need to portray a collective-
oriented vision for the future by engaging with a higher 
order collective identity between them and their followers 
(Molenberghs et al., 2015:3). Schwab (2016) posits that 
sharing is key, and leaders need to shift the focus from 
the self to a universal sense of common purpose. Unless 
a sense of shared purpose is developed collectively, 
addressing the challenges and reaping the full benefits of 
4IR will not be possible.

Physical intelligence

According to Postle (1989) physical Intelligence is 
concerned with fitness and health, enjoyment of physical 
activities, pride in manual skills and dexterity, sensible 
and balanced diet, love of the outdoors, and good at 
household tasks. Schwab (2016) contests that physical 
intelligence involves “supporting and nourishing personal 
health and well-being.” This, Schwab (2016) argues, is 
critical due to the accelerated pace of change, increased 
complexity and increased number of stakeholders 
involved in decision-making processes. The need to keep 
fit and remain calm under pressure therefore becomes all 
the more important. 

Covey (2004:41) asserts that “scientific laboratory 
studies are producing increasing evidence of the close 
relationship between body (physical), mind (thinking) 
and heart (feeling)[emotions].” In a study on the effects 
of physical activity on cognitive functioning in middle 
age, Singh-Manoux, Hillsdon, Brunner, and Marmot 
(2005:2255) also found that physical activity has a 
beneficial impact on cognitive functioning.

Schiller (2013:47) emphasises the importance of physical 
intelligence, stating that it does, however, not only refers 
to a high level of fitness, either muscular strength/
endurance or anaerobic threshold and nutrition. Instead, 
Schiller (2013:47) argues, the intent of deepening 
physical intelligence is to enhance self-mastery, which 
Majer, Jason, an Olson (2004:59) describes as “a 
perception that reflects one’s personal mastery or control 
over life outcomes.”

Epigenetics, a field of study in biology, shows undeniably 
the vital importance of sleep, nutrition and exercise in our 
lives, and understanding ways of keeping one’s physical 
body in harmony with one’s mind, one’s emotions, and the 
world at-large is imperative (Schwab, 2016).

RESEARCH METHODOLOGY

The research methodology of this study includes the 
development of the questionnaire, the study population, 
the process to gather the information and the statistical 
analysis as set out below.

Development of the measuring instrument

The measuring instrument utilised in this study was 
developed from Schwab’s (2016) four-type intelligence 
proposition to meaningfully address the challenges of 4IR, 
with statements designed from the operationalisation of 
the variables. The measuring instrument assessed the 
four variables with 20 statements on the basis of a 5-point 
Likert type scale ranging from Almost Never (1) to Almost 
Always (5). In respect of each statement, respondents had 
to indicate how frequently they engage in the behaviour 
described (Huysamen, 1994: 125; Welman & Kruger, 
1999: 155).

The study population

For the purpose of this research, the study population 
is South African management practitioners across 
industries and sectors, inclusive of first-line managers 
(facilitating individual employee performance), middle 
managers (allocating resources, coordinating teams, 
or putting top management plans into action across the 
organisation), and top-level managers (monitoring the 
external environment and determining the best strategy 
to be competitive) (Daft, 2012:6). In other words, those 
who are responsible for the day-to-day supervision of 
non-managerial employees (first-line), those responsible 
for developing and utilising organisational resources 
efficiently and effectively (middle), and those who have 
cross departmental responsibility (top).
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Data collection

The technique to distribute and complete the 
questionnaires was conducted by using a convenience 
sampling technique. The author randomly selected 450 
South African LinkedIn connections from his own network 
deemed to meet the target population criteria. The selected 
individuals’ participation was petitioned via individualised 
emails, using “MailChimp”, providing reasoning for the 
study, and a link provided to where the questionnaire could 
be electronically completed and submitted. Responses 
were received via “Google Forms” and collated in a 
database for ease of data analysing. Confidentiality was 
ensured for each participant in that returned data had no 
bearing on respondent’s personal information. A total of 82 
(18%) usable questionnaires up to the point of submission 
of this paper were returned.

Statistical analysis

The data collected was statistically analysed, using 
Microsoft Excel (Microsoft, 2016). The construct validity 
of the measuring instrument was assessed by means of 
factor analysis whereas the reliability of the measuring 
instrument was assessed by calculating Cronbach alpha 
coefficients. The relationship between the factors was 
examined by means of Pearson’s correlation analysis. 
Thereafter, the association between a demographic 
variable and the variables was explored by means of 
paired tests.

To address the objectives of this study, the following 
propositions were formulated:

P1 : The measuring instrument has acceptable reliability.

P2 : There is a relationship between the variables 
contextual, emotional, inspired and physical.

P3 : There is a difference between the perception of 
males and females with regard to the variables, i.e. 
contextual, emotional, inspired and physical.

P4 : There is a difference between the perception of top-
level management and middle management with 

regard to the variables, i.e. contextual, emotional, 
inspired and physical.

P5 : There is a difference between the perception 
of practitioners from the education sector and 
practitioners from combined other sectors with 
regard to the variables, i.e. contextual, emotional, 
inspired and physical.

RESULTS AND DISCUSSION

The findings of this study include a discussion of the 
demographic information, the reliability of the questionnaire 
and the relationship between the variables.

Demographic information

The 82 respondents were represented by 71% (58) male 
and 29% (24) female. The majority of the 82 respondents 
reside in Gauteng (61), followed by 12 in the Western Cape, 
three in Eastern Cape and KwaZulu-Natal respectively, 
two in Free State and one in Limpopo.

Of the 82 respondents 74% (61) are in top-level 
management, followed by 21% (17) in middle management 
and 5% (4) in first-line management. Industry sector 
representation was topped by Education with 15 
respondents, followed by nine from Banking / Finance and 
Business Consultancy respectively, six from It Service / 
Software and Mining / Quarrying / Oil & Gas respectively, 
and five from Communications and Government 
respectively. The remaining 55 respondents come from 
Manufacturing; Medical / Healthcare; Insurance; Media 
/ Press / Publishing; Accounting; Agriculture; Forestry 
& Fishing; Construction; Fashion & Retail; Transport 
/ Logistics; Human Resources & Training; Industrial 
Engineering; and Utilities.

Reliability of the measuring instrument

In order to assess the internal consistency between 
the items of the measuring instrument, Cronbach alpha 
coefficients were calculated (Page & Meyer, 2000:292). 
The greater the Cronbach alpha coefficient is, the more 
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reliable the scale. George and Mallery (2003:231) provide 
the following rules of thumb: “ɑ > .9 – Excellent, ɑ > .8 – 
Good, ɑ > .7 – Acceptable, ɑ > .6 – Questionable, ɑ > .5 
– Poor, and ɑ < .5 – Unacceptable”. 

All 82 participants’ responses were used to determine 
the reliability of the factors (refer to Table 1). The results 
indicate that three of the four variables used in this study to 

measure 4IR-Intelligence have acceptable reliability, with 
Cronbach Alpha values above the customary cut-off value 
of 0.70 suggested for internal consistency (Nunnally & 
Bernstein, 1994:265). The remaining variable, Emotional 
Intelligence, yielded a Cronbach alpha coefficient of 0.58, 
below the customary cut-off. Proposition 1 (P1) can thus 
not be accepted. 

TABLE 1: RESULTS OF THE MEAN AND STANDARD DEVIATION OF VARIABLES, AND CRONBACH ALPHA BETWEEN VARIABLES

Independent Variable n Mean SD Cronbach ɑ

Contextual Intelligence 82 3.47 0.76 0.783

Emotional Intelligence 82 3.99 0.48 0.577

Inspired Intelligence 82 4.01 0.60 0.827

Physical Intelligence 82 3.91 0.72 0.791

Relationship between the variables

To investigate the relationship between the four variables, 
namely Contextual Intelligence, Emotional Intelligence, 
Inspired Intelligence and Physical Intelligence, the 
Pearson correlation coefficients (r) were calculated and 
are presented in Table 2 (refer to Field, 2005:111). Factor 
scores for each participant were computed as the average 
of all items contributing to the relevant factor. 

In order to determine whether the effect of the relationship 
between two variables is important or meaningful, the 
size of the effect should be measured. Effect sizes are 
useful because they provide an objective measure of the 
importance of an effect (Field, 2005:32). A correlation 
coefficient of 0 means there is no visible relationship, and 
a value of 1 means that there is a perfect relationship. 
Cohen (1992:155-159) gave the following widely accepted 
guidelines about the interpretation of effects: r = 0.10 (small 
effect), r = 0.30 (medium effect) and r = 0.50 (large effect).

TABLE 2: RESULTS OF THE PEARSON CORRELATION COEFFICIENTS (R) BETWEEN VARIABLES

 
Contextual 
Intelligence

Emotional 
Intelligence

Inspired 
Intelligence

Physical 
Intelligence

Contextual Intelligence 1.000 0.573** 0.742** 0.458**

Emotional Intelligence 0.573** 1.000 0.578** 0.492**w

Inspired Intelligence 0.742** 0.578** 1.000 0.438**

Physical Intelligence 0.458** 0.492** 0.438** 1.000

**Correlation is significant at the 0.01 level (2-tailed).



KNOWLEDGE MANAGEMENT

10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th September 2016  

 ISBN 978-0-620-71113-5

25

The results in Table 2 indicate that there are statistical 
significant (p < 0.01) correlations between all the 
variable combinations, i.e. Contextual Intelligence 
and Emotional Intelligence, Contextual Intelligence 
and Inspired Intelligence, Contextual Intelligence 
and Physical Intelligence, Emotional Intelligence 
and Inspired Intelligence, Emotional Intelligence and 
Physical Intelligence, and, Inspired Intelligence and 
Physical Intelligence.

Furthermore, practical significant correlations between 
variable combinations Contextual Intelligence and 
Emotional Intelligence, Contextual Intelligence and 
Inspired Intelligence, and, Emotional Intelligence 
and Inspired Intelligence returned a large effect (r 
> 0.500).  Medium to large effect (r = 0.30 to r = 0.50) 
were calculated between Contextual Intelligence and 
Physical Intelligence, Emotional Intelligence and 
Physical Intelligence, and, Inspired Intelligence and 
Physical Intelligence. Based on Cohen’s guidelines 
(Cohen, 1992:155-159), proposition 2 (P2) can thus be 
accepted.

Comparing the mean differences between 
variables for demographic variables

The differences in the means of the four intelligence types, 
namely Contextual Intelligence, Emotional Intelligence, 

Inspired Intelligence and Physical Intelligence, for the 
demographic variables gender, management level, and 
industry sector of the participating respondents were 
examined by independent t-tests (p-values) and effect 
sizes (d-values).

Statistical significance tests have the tendency to yield 
small p-values (indication of significance) as the size 
of the data set increases. The effect size, however, is 
independent of sample size and is a measure of practical 
significance (Ellis & Steyn, 2003: 51). In this study, 
the recommendations will, therefore, be based on the 
findings of the effect sizes (d-values). These effect sizes 
(d) will be interpreted, according to Cohen’s guidelines, 
as follows: small effect (d = 0.2), medium effect (d = 0.5) 
and large effect (d = 0.8). 

Results with medium effects can be regarded as visible 
effects and with d ≥ 0.8 as practically significant, since 
it is the result of a difference having a large effect 
(Field, 2005: 32; Ellis & Steyn, 2003: 51-53; Thompson, 
2001: 80-93; Cohen, 1992: 155-159). Table 3 shows 
the relationships between the four variables and the 
demographic variables male and female respectively, 
with the mean (), standard deviation (s), independent 
t-test (p-value) and effect sizes (d-value).

TABLE 3: RESULTS OF THE DIFFERENCES IN MEANS BETWEEN THE VARIABLES FOR THE DEMOGRAPHIC MALE AND FEMALE.

Male Female Comparison

Variable n x s n x s p d

Contextual Intelligence 58 3.41 0.80 24 3.62 0.63 0.227 0.270
Emotional Intelligence 58 3.91 0.49 24 4.18 0.38 0.009* 0.600
Inspired Intelligence 58 3.98 0.61 24 4.10 0.56 0.392 0.200
Physical Intelligence 58 3.90 0.77 24 3.94 0.59 0.792 0.060

* Statistical significant at the p = 0.05 level (2-tailed)
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The results indicated a statistical significant difference (p 
< 0.05) in the mean values between the perceptions of 
male and female with regard to the variable Emotional 
Intelligence (p = 0.009). Practical significant difference 
could only be determined with the variable Emotional 
Intelligence (d = 0.600), indicating a slightly above medium 
effect. The variables Contextual Intelligence (d = 0.270) 
and Inspired Intelligence (d = 0.200) returned a small 

effect, and Physical Intelligence (d = 0.060) a negligible 
effect. The results indicate that, although the average 
scores for males and females differ in all of the variables, 
there are not practically significant difference between the 
perceptions of males and females regarding the variables. 
Based on Cohen’s guidelines (Cohen, 1992:155-159), 
proposition 3 (P3) can thus not be accepted.

TABLE 4: RESULTS OF THE DIFFERENCES IN MEANS BETWEEN THE VARIABLES FOR THE DEMOGRAPHIC, MANAGEMENT LEVEL.

Top-level 
managers Middle managers Comparison

Variable n x s n x s p d

Contextual Intelligence 61 3.54 0.78 17 3.39 0.58 0.372 0.200
Emotional Intelligence 61 4.02 0.49 17 3.89 0.36 0.253 0.280
Inspired Intelligence 61 4.08 0.64 17 3.85 0.36 0.055 0.390
Physical Intelligence 61 3.96 0.70 17 3.78 0.66 0.330 0,260

* Statistical significant at the p = 0.05 level (2-tailed)

The results indicated no statistical significant difference 
(p < 0.05) in the mean values between the perceptions 
of top-level managers and middle managers with regard 
to the variables. No practical significant difference 
could either be determined, with all variables indicating 
only a small effect, i.e. Contextual Intelligence (d = 
0.200), Emotional Intelligence (d = 0.280), Inspired 

Intelligence (d = 0.390), and Physical Intelligence (d 
= 0.260). Although top-level managers rated all four 
variables higher than middle managers, the differences 
are not practical significant. 

Therefore, based on Cohen’s guidelines (Cohen, 
1992:155-159), proposition 4 (P4) cannot be accepted.

TABLE 5: RESULTS OF THE DIFFERENCES IN MEANS BETWEEN THE VARIABLES FOR THE DEMOGRAPHIC, EDUCATION SECTOR AND 

OTHER SECTORS COMBINED.

Education Sector Other Sectors Comparison

Variable n x s n x s p d

Contextual Intelligence 15 3.24 0.73 67 3.53 0.76 0.188 0.390
Emotional Intelligence 15 3.96 0.38 67 4.00 0.50 0.751 0.080
Inspired Intelligence 15 3.88 0.43 67 4.04 0.63 0.234 0.270
Physical Intelligence 15 3.92 0.59 67 3.91 0.75 0.958 0.010

* Statistical significant at the p = 0.05 level (2-tailed)
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The results indicated no statistical significant difference 
(p < 0.05) in the mean values between the perceptions 
of education sector and other sectors with regard to  
the variables. No practical significant difference could 
either be determined, as Contextual Intelligence (d 
= 0.390) and Inspired Intelligence (d = 0.270) both 
returned a small effect, and Emotional Intelligence (d 
= 0.080) and Physical Intelligence (d = 0.010) both 
returned a negligible effect. Although other sectors 
rated three of the four variables more favourably than 
education sector, the differences were not practical 
significant and, based on Cohen’s guidelines (Cohen, 
1992:155-159), proposition 5 (P5) can thus not be 
accepted.

DISCUSSION AND RECOMMENDATIONS

Of the four intelligence types, South African managers 
rated themselves highest in Inspired Intelligence  
( x  = 4.01), considering themselves to ‘usually’ engage in the 
behaviour described, and lowest in Contextual Intelligence ( x  
= 3.47), indicating between ‘sometimes’ and ‘usually’ engaging 
in the described behaviour. Emotional Intelligence ( x  = 3.99) 
and Physical Intelligence ( x  = 3.91) also rated moderate 
engagement in the behaviour described. The collective 4IR-
Intelligence mean was calculated at  x = 3.85 with standard 
deviation s = 0.52 and Cronbach ɑ = 0.813. Collectively, South 
African managers rate moderately in relation to 4IR-Intelligence, 
as depicted in Figure 2. If the outer line at 5 of the scale is the 
desired state, the gap is evident, and emphasising the need for 
improvement on especially 

Contextual Intelligence. 5

4

3

2

1

Contextual Intelligence

Inspired Intelligence

Physical Intelligence Emotional Intelligence

FIGURE 2: REPRESENTATION OF SOUTH AFRICAN MANAGERS’ COLLECTIVE 4IR-INTELLIGENCE.
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This study reports only partial reliability of the instrument. 
It is thus recommended that more advanced statistical 
procedures for construct validity, such as principal 
component exploratory factor analysis with oblique 
rotation, and for scale validation, such as structural 
equation modelling, be utilised in further development of 
the measuring scale.

The direction of causality and the influence of other variables 
on a specific bivariate correlation could not be determined. 
Care should, therefore, be taken when interpreting the 
correlation coefficients (Field, 2005: 128). Further research 
on these constructs is recommended to gain more insight 
into the causality of the constructs.

Statistical significant as well as practical significant bivariate 
correlations of respondents were calculated between all 
four variables, i.e. Contextual Intelligence and Emotional 
Intelligence (r = 0.573), Contextual Intelligence and Inspired 
Intelligence (r = 0.742), Contextual Intelligence and Physical 
Intelligence (r = 0.458), Emotional Intelligence and Inspired 
Intelligence (r = 0.578), Emotional Intelligence and Physical 
Intelligence (r = 0.492), and, Inspired Intelligence and 
Physical Intelligence (r = 0.438).

In terms of comparing the mean differences between 
variables for demographic variables, no statistical or 
practical significant difference could be determined 
between the male and female demographic, nor the top-
level management and middle management demographic, 
nor the education sector and other sectors demographic.

Although P3, P4 and P5, in terms of Cohen’s guidelines 
cannot be accepted in this study (Cohen, 1992:155-159), it is 
important to take note of Thompson’s argument (Thompson, 
2001:80-93) not to use Cohen’s guidelines in an overly 
rigid manner to interpret the differences in means between 
variables. More empirical research is therefore needed to 
further examine these differences and to establish norms 
for future interpretation.

The volatility, uncertainty, complexity and ambiguity 
spawned by these 4IR shifts demand management 
practitioners to reinvent themselves, and Schwab’s 4-type 
intelligence proposition could serve as the ideal path for 

reinventing one self and realigning oneself to meaningfully 
address the challenges.   

The following practical recommendations are subsequently 
proposed:

At the individual level management practitioners should 
assess themselves in relation to contextual-, emotional-, 
inspired-, and physical intelligence so as to determine their 
readiness and identify shortcomings.

• At the team and organisational level management 
practitioners should initiate developmental initiatives 
in relation to contextual-, emotional-, inspired-, and 
physical intelligence so as to empower employees and 
followers to meaningfully contribute to addressing the 
challenges and exploiting the opportunities.

• At the organisational level management practitioners 
should give 4IR prominence in their organisations’ 
strategic dialogue.

Reflection on, and development of the 4-type intelligence 
constructs individually and collectively could create a firm 
foundation from where to influence an unconstrained future 
with many possible beneficial outcomes.

LIMITATIONS AND SUGGESTIONS FOR 
FURTHER RESEARCH

The study attempted to make a contribution to understanding 
the readiness of South African Managers to meaningfully 
address the challenges of 4IR in relation to Schwab’s 4-type 
intelligence proposition (4IR-Intelligence). The small sample 
is an evident limitation for a cross-sectoral assessment 
and should be expanded, as well as assessing individual 
sectors separately. As such, the study should be regarded 
as exploratory. More comprehensive research is still 
needed to clarify the four intelligence types, the relationship 
between one another, as well as its collective influence on 
management practice at the individual level of analysis. 
Care should therefore be exercised in the interpretation and 
utilisation of the results, and the findings of the study can 
therefore not be generalised.



KNOWLEDGE MANAGEMENT

10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th September 2016  

 ISBN 978-0-620-71113-5

29

REFERENCES

• Brown, C.H., Gould, D. & Foster, S. 2005. A Framework 
for Developing Contextual Intelligence (CI). The Sport 
Psychologist, 19(1):51-62.

• Brynjolfsson, E. & McAfee, A. 2014. The Second 
Machine Age: Work, Progress, and Prosperity in a Time 
of Brilliant Technologies. New York, USA: W. W. Norton 
& Company.

• Çelik, M. & DoĞan, E. 2011. A Theoretical Approach to 
the Science of Management. International Journal of 
Humanities and Social Science, 1(3): 65-69.

• Chen, T., Hwang, S. & Liu, Y. 2009. Employee Trust, 
Commitment and Satisfaction as Moderators of the Effects 
of Idealized and Consideration Leadership on Voluntary 
Performance: A Structural Equation Investigation. 
International Journal of Management, 26(1):127-141.

• Chui, M., Manyika, J. & Miremadi, M. 2015. Four 
fundamentals of workplace automation. McKinsey 
Quarterly, Nov 2015.

• Cohen, J.  1992.  A power primer. Psychological Bulletin, 
112(1):155-159.

• Covey, S. R. (2004). The 8th habit: From effectiveness to 
greatness. New York, NY: Free Press

• Daft, R.L. 2012. Management. 10th ed. South-Western, 
Cengage Learning, Mason, OH: USA.

• Dewhurst, M, & Willmott, P. 2014. Manager and machine: 
The new leadership equation. Mckinsey Quarterly,  
3:76-83.

• DiMaggio, P. J., & Powell, W. W. 1983. The iron cage 
revisited: Institutional isomorphism and collective 
rationality in organizational fields. American Sociological 
Review, 48(2): 147-160.

• Ellis, S.M. & Steyn, H.S.  2003.  Practical significance 
(effect sizes) versus or in combination with statistical 

significance (p-values), Management Dynamics,  
12(4):51-53.

• Field, A.  2005.  Discovering statistics using SPSS. 
London: Sage.

• George, D., & Mallery, P. 2003. SPSS for Windows step 
by step: A simple guide and reference. 11.0 update, 4th 
ed. Boston: Allyn & Bacon.

• Goleman, D. 2004. What Makes a Leader? Harvard 
Business Review, 82(1):82-91.

• Gupta, V., Macmillan, I.C. & Surie, G.  2004. Entrepreneurial 
leadership: developing and measuring a cross-cultural 
construct.  Journal of Business Venturing, 19(2):241-260.

• Horwitch, M. & Whipple, M. 2014. Leaders who inspire: 
A 21st-century approach to developing your talent.  Bain 
& Company, Inc.  [Web:] http://www.bain.com/Images/
BAIN_BRIEF_Leaders_who_inspire.pdf. [Date of access: 
16 Apr 2016].

• Huysamen, G.K.  1994.  Methodology for the social and 
behavioural sciences. Halfway House: Southern Books.

• Kouzes, J.M. & Posner, B.Z. 2009. To Lead, 
Create a Shared Vision. Harvard Business Review,  
87(1):20-21.

• Kurzweil, R. 2005. The Singularity is Near - When Humans 
Transcend Biology. New York, USA: Viking Penguin.

• Kutz, M.R. & Bamford-Wade, A. 2013. Understanding 
Contextual Intelligence: A Critical Competency for Today’s 
Leaders. Emergence: Complexity & Organization, 
15(3):55-80.

• Kutz, M.R. 2008. Toward a Conceptual Model of 
Contextual Intelligence: A Transferable Leadership 
Construct. Leadership Review, Kravis Leadership 
Institute, Claremont McKenna College, 8:18-31

• Lazovic, S. 2012. The Role and Importance of Emotional 
Intelligence in Knowledge Management. In proceedings of 



KNOWLEDGE MANAGEMENT

10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  30
ISBN 978-0-620-71113-5

the Management, Knowledge and Learning International 
Conference, Celje, Slovenia (20-22 June, pp 797-805).

• Majer, J.M., Jason, L.A. & Olson, B.D. 2004.Optimism, 
Abstinence Self-Efficacy, and Self-Mastery: A Comparative 
Analysis of Cognitive Resources. Assessment,  
11(1):57-63.

• McAfee, A, Goldbloom, A, Brynjolfsson, E, & Howard, J. 
2014. Artificial intelligence meets the C-suite. Mckinsey 
Quarterly, 3:66-75.

• Molenberghs, P., Prochilo, G., Steffens, N., Zacher, H. 
& Haslam, S.A. 2015. The Neuroscience of Inspirational 
Leadership: The Importance of Collective-Oriented 
Language and Shared Group Membership. Journal of 
Management, xx(xx):xx-xx.

• Mongeau, S.A. 2014. Manager-machine: analytics, 
artificial intelligence, and the uncertain future of 
management. BAM! Business Analytics Management. 
[Online] Available: http://sctr7.com/2014/10/07/manager-
machine-analytics-artificial-intelligence-and-the-
uncertain-future-of-management/ Accessed: 21 Nov 
2015.

• Nunnally, J. & Bernstein, I.H.  1994.  Psychometric theory. 
3rd ed. New York, NY: McGraw-Hill.

• Page, C. & Meyer, D.  2000.  Applied research design for 
business and management. Roseville: McGraw-Hill.

• Postle, D. 1989. The Mind Gymnasium. London: 
Macmillan.

• Prause, D. & Mujtaba, B.G. 2015. Conflict Management 
Practices for Diverse Workplaces. Journal of Business 
Studies Quarterly, 6(3):13-22.

• Salovey, P., & Mayer, J. D. (1990). Emotional intelligence. 
Imagination, Cognition and Personality, 9(3):185–211.

• Schiller, J.L. 2013. Cardinal Virtue and the Well of 
Fortitude. Journal of Virtues & Leadership, 3(1):43-52.

• Schwab, K.M. 2016. The Fourth Industrial Revolution: 
what it means, how to respond. World Economic Forum 
Agenda. [Web:] http://www.weforum.org/agenda/2016/01/
the-fourth-industrial-revolution-what-it-means-and-how-
to-respond. [Date of access: 16 Jan 2016].

• Schwab, K.M. 2016. The Fourth Industrial Revolution. 
World Economic Forum, Geneva, Switzerland.

• Schwab, K.M. 2016. The Fourth Industrial Revolution: 
what it means, how to respond. World Economic Forum 
Agenda. [Web:] http://www.weforum.org/agenda/2016/01/
the-fourth-industrial-revolution-what-it-means-and-how-
to-respond. [Date of access: 16 Jan 2016].

• Singh-Manoux, A. Hillsdon, M., Brunner, E. & Marmot, M. 
2005. Effects of Physical Activity on Cognitive Functioning 
in Middle Age: Evidence From the Whitehall II Prospective 
Cohort Study. American Journal of Public Health, 
95(12):2252-2258.

• Sternberg, R.J. 1985. Beyond IQ: A triarchic theory 
of human intelligence. Cambridge University Press, 
London:UK

• Stopper, W.G. 2005. Integrity, Courage, Empathy (ICE): 
Three Leadership Essentials. Human Resource Planning, 
28(4):5-7.

• Sumner, M., Bock, D. & Giamartino, G. 2006. Exploring the 
linkage between the characteristics of IT project leaders 
and project success. Information Systems Management, 
23(4):43-49.

• Tarun, K. 2014. Contextual Intelligence. Harvard Business 
Review, 92(9):59-68.

• Thompson, B.  2001.  Significance, effect sizes, stepwise 
methods, and other issues: Strong arguments move the 
field. Journal of Experimental Education, 70(1):80-93.

• Welman, J.C. & Kruger, S.J.  1999.  Research methodology 
for the business and administrative sciences. Goodwood, 
South Africa: Thompson.



KNOWLEDGE MANAGEMENT

10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th September 2016  

 ISBN 978-0-620-71113-5

31

ANNEXURE 1: STATEMENTS (ITEMS) MEASURING THE VARIABLES

Contextual Intelligence
1. I am conscious of, and understand the dynamic contextual variables inherent in the Fourth 

Industrial Revolution.

2. I am intentionally adjusting my behaviour in order to exert appropriate influence and raise 
difficult and challenging questions in relation to the context of the Fourth Industrial Revolution.

3. I am aware of the limits of my knowledge in the context of the Fourth Industrial Revolution and 
are consciously adapting my knowledge to this reality.

4. I am able to connect the dots of the emerging trends of the Fourth Industrial Revolution and 
know how to appropriately interpret and react to the changing and volatile reality.

5. I am well connected and networked across traditional boundaries of sectors and professions, 
and regularly engage with those affected by the Fourth Industrial Revolution.

Emotional Intelligence
1. I understand my habitual emotional responses to events and recognise how my emotions 

affect my behaviour and performance.

2. I am self-aware and have a good sense of my own abilities and current limitations.

3. I stay focused and think clearly even when experiencing powerful emotions, taking 
responsibility for my actions.

4. I use my deepest emotions to move and guide me towards my goals, taking the initiative and 
persevere in the face of obstacles and setbacks.

5. I sense, understand and respond to what other people are feeling, and able to manage, 
influence and inspire emotions in others.
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Inspired Intelligence
1. I nurture the creative impulse in others and lift them to a new collective and moral 

consciousness based on a shared sense of destiny.

2. I talk about future trends that will influence how our work gets done and share a compelling 
image of what our future could be like.

3. I show others how their long-term interests can be realised by enlisting in a common vision, 
and paint the “big picture” of what we aspire to accomplish.

4. I speak with sincere conviction about the higher meaning and purpose of our work.

5. I uphold an environment of trust, nurturing engagement, teamwork, and collaborative 
innovation.

Physical Intelligence
1. I endeavour to eat healthy, get enough sleep, and exercise regularly.

2. I embrace supporting and nourishing personal health and well-being with myself and others.

3. I experiment with new ways of keeping my physical body in harmony with my mind, my 
emotions, and the world at-large.

4. I prop agate that physical well-being positively impacts the way we think and feel, and directly 
affects our performance at work.

5. I am convinced that the need to keep fit and remain calm under pressure have become all the 
more essential to effectively address the many simultaneous and complex challenges.
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PROPOSING A FRAMEWORK FOR SUPPLY  
CHAIN AUDITING 

ABSTRACT

Since the financial crisis, organisations are assigning 
their internal audit functions with expanded value-
adding roles and functions such as playing a key role in 
the formulation and achievement of strategic objectives 
as well as the organisation’s sustainable growth. One 
such relatively new area that the role of internal auditors 
has expanded into is the auditing of supply chains. For 
some internal auditors, the unfamiliar terrain of supply 
chain auditing proves to be daunting given their little 
exposure in the principles and practice of supply chain 
management. 

Being a relatively new area of investigation and practice, 
there is a paucity of tools at the disposal of internal auditors 
to employ in their execution of their supply chain auditing 
functions. With this mind, this conceptual paper seeks to 
propose a framework or a process view for supply chain 
auditing. To this end, the paper has explored the extant 
literature that contributes towards our understanding of 
supply chain auditing. In light of this, the paper concludes 
by proposing a framework or a process view for supply 
chain auditing. 

Key words: supply chain management, internal auditing, 
supply chain auditing, systems theory
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INTRODUCTION 

Since the financial crisis, organisations are assigning their 
internal audit functions with expanded value-adding roles 
and functions such as playing a key role in the formulation 
and achievement of strategic objectives as well as the 
organisation’s sustainable growth (Pasula, Nerandžić 
& Radošević, 2013). One such relatively new area that 
the role of internal auditors has expanded into is the 
auditing of supply chains. The increasing complex nature 
of supply chains has created a need to develop and test 
new auditing tools designed to assess the performance 
associated with the flow of materials and information as 
well as the level of integration between the different players 
within the supply chains (Coronado Mondragon, Lalwani 
& Coronado Mondragon, 2011). Yet in many cases, such 
internal auditing tools are inadequate and are only limited 
to the evaluation and selection of suppliers, consisting 
largely of regular reviews of the organization’s approved 
supplier list (ISO & IAF, 2009). For some internal auditors, 
the unfamiliar terrain of supply chain auditing proves to be 
daunting given their little exposure in the principles and 
practice of supply chain management. Being a relatively 
new area of investigation and practice, there is a paucity of 
tools at the disposal of internal auditors to employ in their 
execution of their supply chain auditing functions. With this 
mind, this conceptual paper seeks to propose a framework 
or a process view for supply chain auditing.

The paper highlights the need for internal auditors to 
understand the related supply chain processes, to know the 
cost and value drivers as well as the risks and vulnerabilities 
within the supply chains. Furthermore, the paper attempts 
to contribute to the supply chain audit literature by 
highlighting two important theories that would enable the 
internal auditor to have a good perspective of supply chain 
management. The relationship between internal auditing 
and supply chain management is also explored. Whilst the 
internal auditor may have a particular interest in the risks 
and vulnerabilities aspects of supply chains, it is important 
to note that an understanding of supply chains as a whole 
is vital for internal auditors to perform their expanded and 
value-adding roles and functions. For example, as firms 
continue to focus on their core functions and outsource 
production globally, their reputations have come to depend 

not solely on their own practices but also on those of the 
companies in their extended supply chains (Heide, Kumar, 
& Wathne, 2014).

For internal audit teams to perform their supply chain 
audits well, they need to be sufficiently well resourced, 
tasked, supported and skilled. Along with more experience, 
chances are that the internal auditor will be assigned to 
work on engagements in a supply chain partnership, or 
will have close colleagues within the audit firm that do 
so (Johnstone, Li, & Luo, 2014). Studies have already 
established that the effectiveness of internal audit depends 
on factors such as education, training and development, 
and the quality of the internal audit team (Asairy, 1993; 
Albrecht, Howe, Schueler & Stocks, 1998; Papastathis; 
2003). By providing integrated supply chain auditing 
services, both individual auditors and audit firms would be 
able to develop knowledge that is useful in understanding 
the supply chain partners and assessing their respective 
risks (Balsam, Krishnan, & Yang, 2003; Reichelt & Wang, 
2010). According to Johnstone, Gramling and Rittenberg 
(2013) the supply chain knowledge that an auditor 
brings may help improve audit quality and the assurance 
regarding the reliability of the financial statements of the 
respective supply chain partners. 

RELEVANT THEORIES FOR SUPPLY CHAIN 
AUDITING

There are a number of theories that supply chain 
management literature draws from depending on the 
particular aspect under examintion. These theories include 
systems theory, theory of constraints, relational theory, 
and network theory, among others. This paper, however, 
wishes to draw the attention of the internal auditor to what 
it considers the two most important considering the aim of 
this study.

Systems theory

The two kinds of systems described by systems theory 
and two stages in the development and understanding 
of systems theory are closed and open systems. Lately 
most research on systems theory focus on open systems 



5

OPERATIONS AND SUPPLY CHAIN MANAGEMENT

10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th September 2016  

 ISBN 978-0-620-71113-5

(Ansari, 2004). The close systems theory came out of 
classical physics while the open system was proposed 
in the 1940’s by the biologist Ludwig von Bertalanaffy. In 
highlighting the four main differences between closed and 
open systems theory, Ansari (2004) noted the following: 

• Relations with the external environment. Open 
systems theory focuses on the interchange between a 
system and its environment. 

• Variables considered. A closed system has a few 
variables while an open system typically deals with a 
more complex set of interrelationships. For example, 
when viewed from a closed systems perspective, 
cost and quality are internal variables that need to 
be managed within the boundaries of a firm whereas 
in an open system, cost and quality are viewed as 
externally driven variables that must be managed by 
understanding the environmental influences on these 
variables.

• Form of regulation or control. Closed systems 
use error-controlled, meaning they are about control 
after-the-fact whereas open systems use anticipatory 
control. They regulate by anticipating errors before 
they occur and taking corrective measures before final 
output.

• Purpose of Regulation. Unlike closed systems, open 
systems are not interested in returning a system back 
to some predetermined stable state. They recognize 
that the purpose of regulation is to adjust and move 
the system on a dynamic path. Open systems seek 
continuous improvement and not just stability. They 
are said to achieve a dynamic equilibrium.

For a number of decades now, the system theory has 
since been successfully applied in many disciplines 
and studies such as business (e.g. Hopeman 1969), 
marketing (e.g. Engel, Kollat & Blackwell, 1973), and 
supply chain management (e.g. Peck, 2005; Zsidisin, 
Craighead, Blackhurst & Handfield, 2006; Wang, Liu & 
Yang, 2009). In essence, the systems theory postulates 
that any system comprises a combination of factors and 
that there is an effective interaction between different 

elements or components of a system. The theory further 
posits that the world is an open system, which interacts 
with and is impacted by its environment, from which the 
system acquires materials and other resources that 
enable the effective operation of the system as a whole 
(Helou & Caddy, 2006). Miller (1978) added that a system 
might include a reproducer, boundary, ingestor, distributor, 
converter, producer, matter-energy storage sub-system, 
extruder, motor, supporter, input transducer, internal 
transducer, channel or net, decoder, associate, decider, 
encoder, and output translator. Yourdon (1989) proposed 
the following as principles of a systems:

Principle 1:  The more specialized or complex a system 
is the less adaptable it is to changing     environments;

Principle 2:  The larger the system, the more resources 
are required to support that system with the increase being 
non-linear;

Principle 3:  Systems often contain other systems, and 
are in themselves components of larger systems; 

Principle 4:  Systems grow, with obvious implications 
for Principle 2. 

These principles so eloquently describe supply chains, 
which in their nature are open systems. The growing 
supply chains are becoming more and more non-linear, 
sophisticated and complex. Firms are normally part of 
multiple supply chains. The more firms focus on their 
core business and outsource some of their activities, the 
larger and more complex their supply chains become. 
In the process, it might just be easy to lose sight of the 
fact that a firm operates within systems and sub-systems 
simultaneously. Therefore, as open systems supply chains 
cause a firm to constantly interact with its environments 
through a set of complex interrelationship.

Theory of constraints

The theory of constraints (TOC), developed by 
Eliyahu Moshe Goldratt in 1980, is widely known as 
a management philosophy aimed at initiating and 
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implementing breakthrough improvement through focusing 
on a constraint that prevents a system from achieving 
a higher level of performance. The theory of constraints 
has attracted great attention by scholars and has been 
extensively employed in a number field of studies such as 
in transport systems (Zivaljevic, 2015), logistics (de Souza 
& Pires, 2010), healthcare (Ronen, Pliskin & Pass, 2006), 
operations management (Watson, Blackstone & Gardiner, 
2007), and food supply chains (Oglethorpe & Heron, 
2013.  The TOC approach is based on systems thinking 
(Mabin & Balderstone, 2003) and as such, considers the 
overall performance of the system rather than focusing 
on improving the performance of an individual task or 
component in the system (Taylor & Churchwell, 2004).

A constraint is defined by Goldratt (2004) as “any element 
or factor that limits the system from doing more of what 
it was designed to accomplish (i.e. achieving its goal)”. 
Constraints in the system may be physical (e.g. machinery, 
specialised personnel or raw materials), policy (when the 
policies of an organisation are not adjusted in response to 
changes taking place within the environment it operates) 
or behavioural (existing practices in an organization) (de 
Souza & Pires, 2010). In fact, Rahman (2002) reckons 
that most organizations have more policy constraints 
than physical ones. According to Simatupang, Wright 
and Sridharan (2004) many types of constraints such 
as raw materials, capacity, distribution, and market exist 
along the supply chain and that seemingly a constraint 
move from one resource to another resource. Thus the 
evolution of TOC follows the natural scientific approach 
to system improvement. As the developer, Goldratt (2004) 
brought the mind of a scientist to the problems and needs 
of business, private sector organizations, and individuals. 
His scientific approach has led to the breaking of several 
business paradigms and the development of new simplified 
approaches to managing systems. The TOC is regarded as 
key framework aimed at effectively exploiting a constraint 
impairing the process by following the next steps: 

Step 1:  Identify the system constraints; 

Step 2: Decide how to exploit the system’s constraints; 

Step 3:  Subordinate everything else to the above decision; 

Step 4:  Elevate the system’s constraints and 

Step 5:  If, in any of the previous steps the constraint has 
been broken, go back to step 1 but do not allow 
inertia to become the system constraint. 

To use a medical analogy, a constraint can be likened to 
a blood clot in a blood vessel that can move through the 
blood vessel. A patient with a clot can present with different 
symptoms such as pain, short-breath, or exhaustion. 
Because the physician knows that the clots travel through 
the blood vessels and can easily end up at the major 
arteries, potentially resulting in a fatality, he is willing to 
elevate the treatment of the clots above everything else 
at time to a point of immobilsing the patient for some time 
to avoid encouraging the movement of the clots. Likewise, 
identifying the system constraints is arguably the most 
important step in this process and may well take some time 
before the internal auditor can identify it. Not surprisingly, 
this step could use up the most resources in terms of 
time, expertise, and other resources. Yet, the internal 
auditor might draw comfort in the adage, ‘A problem well-
understood is a problem half-solved’. 

For example, it will not always be straightforward to 
determine whether a constraint in system or sub-system is 
resource, policy, structural, strategy, process, leadership 
or even communication related. The complexity of this 
step is further accentuated by the fact that one constraint 
might manifest itself in the form of another. To illustrate, 
leadership constraint could present itself as any of the 
other constraints such as a resource, policy, strategy or 
structural for that matter. Once the constraint has been 
identified, the next step is to pull all possible resources to 
exploit the system’s constraint and subordinate everything 
else to the constraint. The internal auditor needs to keep 
in mind that any system will always have a constraint 
and that constraints are normally not static, they move 
from one place to another along the system, possibly in 
a different form or shape. Like a physician who knows 
that a human body is one huge and complex system 
comprising numerous sub-systems, the internal auditor 
also recognizes that a firm may be part of a huge and 
complex supply chain comprising a number of intersecting 
supply chains.
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The two theories just discussed, namely systems and 
the theory of constraints should form part of the internal 
auditor’s arsenal in auditing supply chains. These 
theories would help the internal auditor to have the 
much-needed strategic perspective of supply chains. The 
next section discusses internal auditing and supply chain 
management.

INTERNAL AUDITING AND SUPPLY CHAIN 
MANAGEMENT

According to The Institute of Internal Auditors (IIA) (2004) 
internal auditing is defined as an independent, objective 
assurance and consulting activity designed to add value 
and improve an organisation’s operations. It helps an 
organisation to accomplish its objectives by bringing a 
systematic, disciplined approach to evaluate and improve 
the effectiveness of risk management, control, and 
governance processes. Kanellou and Spathis (2011) define 
internal auditing as an independent method and objective 
validation which not only increase the value and improve 
the operation and performance of an organization, but 
also facilitate the effects of related processes to achieve 
an organization’s goals. While the audit of financial 
statements focuses on testing and assessing the reality 
and objectivity of financial reports, internal audit focuses 
on the assessment of business as a whole with a view 
to increasing the success of the organization as a whole 
(Pasula, Nerandžić & Radošević, 2013). 

Increasingly, firms rely on the internal audit function (IAF) 
for strategic guidance in the vital areas of corporate 
governance, enterprise risk management, and the control 
environment as a whole (Saud & Marchand, 2012, Kasim & 
Mohd Hanafi, 2012; IIA, 2004). There is also an increasing 
recognition that the IAF can increase organizational 
efficiency and effectiveness (Marx & Voogt, 2010; Ernst 
& Young, 2008). In its definition of internal audit, the IIA 
(2004) states that internal audit ‘helps an organisation 
accomplish its objectives’, suggesting a possible 
relationship between organizational performance and IAF 
effectiveness. Thus, in comparison  to auditing or what 
some refer to as ‘external auditing’, the scope of internal 
auditing seem to be rather broad and open-ended ranging 

from risk management and governance to adding value to 
the firm’s operations to improving the firm’s performance 
and ensuring that the firm’s objectives are achieved. It is 
therefore not surprising that internal auditors’ value-adding 
role and functions have now been expanded to auditing 
supply chains. In fact, the expansion of the value-adding 
role and functions of the internal auditor is understandable 
since it is difficult to find any aspect of business that has 
nothing to do with supply chain management (Harrison & 
Van Hoek, 2011). 

Across all sectors, supply chains are becoming more 
sophisticated and complex. Thus, to meet the challenges 
and reap the benefits of auditing supply chain, Brandvik 
(2014) proposes the following actions:

• Internal auditors need to view the supply chain as an 
integrated process and evaluate performance from a 
strategic perspective as opposed to auditing functions 
and processes individually from a tactical perspective.

• To do this, internal auditors need to move from 
checklist-based compliance auditing to process-based 
value-added auditing.  Measures should include the 
following:

 ° Operational and quality effectiveness

 ° Business risks

 ° Business and/or process controls

 ° Process and business efficiencies

 ° Cost reduction opportunities

 ° Waste elimination opportunities

 ° Corporate governance effectiveness

• Implement end-to-end supply chain risk  
management to reduce vulnerability to supply  
chain disruptions. A standardized model strives to 
provide greater visibility into emerging risks and 
opportunities.
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• Make sure tenders are reviewed by internal audit, 
and once a supplier is appointed, that contract 
n egotiations with the selected supplier include 
access for internal audit to asses a suppliers own 
risk management and controls.  Or, better yet, 
integrate them into your enterprise audit system.

Supply chain management involves aligning meaningfully 
their suppliers, customers and internal operations of an 
organisation. According to Emmert and Crocker (2008), 
developing a strategic view and supplier fit means 
getting answers to the following questions:

• What are the steps and stages in the supply 
chains?

• When last did we process map these supply 
chains?

• What are the cost and value drivers?

• What are the risks and vulnerabilities?

• What opportunities are there for reducing, 
simplifying processes?

• What are the opportunities for containing and costs 
in each process?

• Where can improvements be made in quantity, 
quality, time and place?

• How can risk and vulnerability be reduced?

Answers to these questions will enable the internal 
auditor to have a strategic perspective of the supply 
chain processes, to understand the cost and value 
drivers as well as the risks involved in these processes. 
Clearly, there is a common denominator between 
internal auditing and supply chain management, namely 
ensuring the driving of value throughout the firm’s 
operations with a view to improving the firm’s operations. 
This involves identifying and managing anything in the 
form of risks and vulnerabilities within and outside the 
firm, which stands in the way of achieving value and 

improving performance. If the internal auditors are to 
have a strategic view of supply chains and successfully 
audit supply chains, it is vital that they are able to assess 
the performance of supply chains. 

SUPPLY CHAIN PERFORMANCE 
ASSESSMENT AND AUDIT

To take full advantage of the supply chain, it is vital to 
have an understanding of the factors that affect supply 
chain partners performance (Cheng & Tang, 2014). 
The assessment of supply chain performance could be 
categorised into qualitative and quantitative measures. 
This paper does acknowledge that the literature offers 
different dimensions and components of supply chain 
performance. As a result, existing tools for supply chain 
assessment have different characteristics both in terms 
of content and methodology. Notwithstanding this fact, 
it is crucial that supply chain diagnostic tools all have 
a measure of detailed and precise quantitative data, 
which admittedly is not always available in most firms 
(Foggin, Mentzer, & Monroe, 2004).  Neely, Gregory 
and Platts (1995) view performance measurement as 
the process of quantifying effectiveness and efficiency 
of action. In their study on measures for auditing 
performance, Coronado Mondragon, Lalwani  and 
Coronado Mondragon (2011) found that indicators 
for improved  performance in the forward supply 
chain might include reduced levels of inventory held, 
elimination of stock-out and backorder incidents as 
well as increased levels of synchronization where 
delivery of product matches product demand. For the 
reverse supply chain, the performance indicators might 
include achieving lower volumes of faulty and non- 
faulty returns as well as a drop in the costs associated 
to returns.

Sharing knowledge among supply chain members is a 
key activity toward enhancing supply chain performance 
(Cai, Goh, de Souza, & Li, 2013). Yet, knowledge sharing 
and integration may be ineffective if the conditions are 
not conducive or if partners involved are not appropriate 
(Jayaram & Pathak, 2013). In order to measure supply 
chain performance, it is important to first know the criteria 
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that are important to measure. The following steps are 
key in developing your chain audit:

1. Clarity on what is being measured. Get input from a 
wide range of stakeholders.

2. Define/characterize the supply chains. Determine how 
deep to go in the chains - one, two, three levels or 
more. One level may be fine to start.

3. Assemble the names and contact information of 
supply-chain entities. Beyond the first tier or level, this 
can be challenging and will require help.

4. Develop the data collection strategy. Will self-reported 
information be sufficient? Is there a need to conduct 
some level of a second-party audit? Will data suffice 
from a third-party auditor? These are all questions that 
need to be addressed.

5. Develop the data collection tool(s). Hand-and-glove 
with the strategy is the development of the data 
collection (audit) tool. This could be as simple as 
crafting a questionnaire, or it could require a more 
complex multivariate instrument with scales linked to 
interviews and document review.

There are various methodologies used to assess 
the performance of a supply chain.  These include  
the following:

• Quick Scan Audit Methodology (QSAM) 

• The Supply Chain Council’s Supply Chain 
Operations Reference (SCOR) model, 

• The depot service index developed 

• The supply chain management benchmark series. 

This paper will discuss the first methodology, namely the 
Quick Scan Audit Methodology (QSAM). According to 
Childerhouse and Towill (2011), QSAM is a diagnostic 
approach designed to perform a health check of a supply 
chain which has been specifically developed to minimise 
the disturbance to the target organization(s) whilst still 
acquiring an accurate performance and operational 
assessment. The QSAM is team-based and essentially 
contains “players” from the host organisation. Both sides 
contribute considerable and comparable inputs to the 
audit programme. The six major process steps involved in 
conducting the quick scan, associated key objectives and 
the reasoning supporting are outlined in Table I.

TABLE I: OVERVIEW OF THE TEAM-BASED QUICK SCAN PROCESS

Quick scan process Location/
duration Key objectives Reasoning

Preliminary 
presentation         

Onsite
2 hours       

Identify a value 
stream 

Issue data 
requests

Obtain buy-in   

The selection of one or two representative value 
streams allows focus and detailed investigation 
within the limited QS duration
Pre-emptive requests for archival data and the 
issuing of questionnaires minimises wasted time 
during intensive onsite data collection.
Successful buy-in is key for access to data and to 
avoid political game-playing via the distortion and 
withholding of information

Evaluate supply 
chain status

Onsite
1 day

Collect 
questionnaires

Conduct 
interviews
Process map

Methodological triangulation significantly reduces 
the errors of each individual data collection 
approach 
Different researches collect each of the data types, 
hence reducing bias via investigator triangulation
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Brainstorm supply 
chain inhibitors

Offline
1 day

Identify good and 
bad practices
Develop 
hypotheses
Identify further 
data requests

Initial impressions are first discussed between the 
team members
The inter-relationships and possible causes of 
the bad practices are hypothesised and the data 
required to validate each identified

Hypotheses 
investigation

Onsite
1 day

Collect archival 
data

Conduct probing 
interviews

Observe current 
practice

Specific historical data such as time series inventory 
levels are collected to test each hypothesis

Further interviews are conducted that delve into 
why current practices are indifferent 

The material flow process is observed and 
documented, especially when there is a lack of 
archival data

Analyse the findings Offline 
1 day

Identify major 
pain(s)

Cause and effect 
analysis

Develop 
improvement
opportunities

The over-riding problem(s) is (are) first identified

The heart of the analysis is the development of a 
cause and effect diagram based around the major 
pain that inter-relates all the bad practices and 
identifies the root causes

Improvement opportunities for the root causes are 
identified and ranked by benefit, time and cost to 
implement

Feedback 
presentation

Onsite 
3 hours

Present findings to 
management
Initiate a round 
table discussion
Agree on an action 
plan

This is the most important stage for the target 
company, as the objective is a group understanding 
of the key shortcomings of the supply chain and 
the agreement of an action plan to rectify the most 
significant poor practices

Source: Childerhouse & Towill (2011)

According to Childerhouse and Towill (2011) the key  
QSAM elements that result in a successful supply chain 
audit are:

• A team of four researchers ensures comprehensive 
investigator triangulation.

• The use of four data collection pathways provides 
methodological triangulation.

• The considerable skills and knowledge of the QSAM 
team additional to that in supply chain topics ensures 

the multi-disciplinary nature of the subject matter is 
adequately addressed.

• Direct involvement of practitioners during  
the data collection and analysis coupled  
with the verification during the feedback  
presentation greatly enhances the reliability  
of the audit.

• The buy-in obtained during the preliminary 
presentation, based around the win-win situation 
of the identification of improvement opportunities 
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provides open access to research data and 
participation of practitioners.

• The application of a refined, systematic and hence 
holistic methodology makes it feasible to conduct 
a comprehensive assessment of a complex 
phenomenon.

According to Brandvik (2014) the benefits of supply chain 
audit include:

• Reductions in non-conformances and incidents

• Consistent documentation approach ensuring 
compliances are met, and in a timely manner

• Improved decision making, identifying more 
competitive, higher-quality suppliers

• Improved resource management with automated 
notifications and alerts

• Improved supplier performance through KPI 
management

ALIGNING SCM STRATEGY AND BUSINESS 
STRATEGY

It is vital that the supply chain management strategy and 
the corporate strategy be aligned. Fortna (2006) stresses 
that a supply chain should be designed from the business 
strategy, and operating model definition and performance 
targets. Business strategy can be defined as the intentional 
choice of where, how and when to compete as well as 
what not to do. The operating model defines the approach 
and means by which a company organizes and works with 
suppliers, internal operations and customers. Performance 
targets are defined as the desired, measurable outcomes 
of the business actions (Fortna, 2006). There needs to be 
alignment across all these three elements. 

To create this alignment, Tummala and Schoenherr (2011) 
recommend the use of supply chain mapping, which 
they define as an approach in which the supply chain 

and its flow of goods, information and money is visually 
depicted, from upstream suppliers, throughout the focal 
firm, to downstream customers. According to Gardner and 
Cooper (2003) a strategic supply chain map is a tool for 
aligning supply chain strategy with corporate strategy, and 
to help firms manage and modify the supply chain. The 
focus extends beyond costs and include the “voice of the 
customer,” tax implications, and alignment with the practical 
constraints and capabilities of your organization to support 
recommended changes in the supply chain design (Fortna, 
2006). Once every detail of the supply chain has been 
mapped, potential risks can be identified better. 

SUPPLY CHAIN RISKS

Every organisation faces exposure to disruption risks, and 
organisational leaders need to analyze and understand 
the risks before determining a solution to limit their 
effect (Xanthopoulos, Vlachos, & Iakovou, 2011). In fact, 
Hilmola and Lorentz, (2012) believe that globalisation 
has increased the probability of supply chain disruptions. 
Son and Orchard (2013) have observed that supply chain 
disruptions are increasing in frequency and that the impact 
of disruptions can be costly. Supply chain disruptions may 
occur as a result of several factors such as natural disasters, 
unstable political conditions, poor financial conditions, and 
poor economic conditions such as currency fluctuations, 
commodity price volatility, and government investment 
restrictions.  Disruptions lead to supply chain uncertainty, 
which negatively affects the performance of the supply 
chain and leads to unsatisfied customers (Shukla, Lalit & 
Venkatasubramanian, 2011).

At a time when global competition is intensifying and 
supply chains are becoming longer, more sophisticated 
and more complex, the likelihood of not achieving the 
desired supply chain (SC) performance increases, mainly 
due to the risk of SC failures. It is therefore essential that 
companies plan for disruptions and develop contingency 
plans as they design or redesign their supply chains 
(Tummala & Schoenherr, 2011). To enhance supply chain 
integrity, firms should develop a framework for a structured 
approach to ongoing risk identification and management 
(Pasula, Nerandžić & Radošević, 2013). Tummala and 
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Schoenherr (2011) conceptualise supply chain risk as an 
event that adversely affects supply chain operations and 
hence its desired performance measures, such as chain-wide 
service levels and responsiveness, as well as cost. Supplier 
dependency can also make a firm to be more vulnerable to 
supply chain disruptions (Choi & Krause, 2006). 

One way of mitigating against supply chain disruptions is 
to design operations and supply chains that are resilient. 

In this regard, Vassiliadis and Goldbach (2013) argue that 
in times of uncertainty, the most resilient supply chains 
will continue to connect and collaborate so that the right 
resources can still come together, at the right time, in the 
right places. Vassiliadis and Goldbach (2013) hold that 
how firms balance their investment across the following 
seven enablers will determine how they can respond to 
disruptions:

TABLE 2: THE SEVEN ENABLERS TO A RESILIENT SUPPLY CHAIN

Seven enablers Resilience measures  aimed for  

Risk governance Appropriate risk management structures, processes and culture.

Flexibility and redundancy in
product, network and process 
architectures

The right levels of flexibility and redundancy across the value chain to be 
able to absorb disruptions and adapt to change.

Alignment between partners in 
the supply chain

Strategic alignment on key value dimensions, identification of emerging 
patterns and advancement towards higher value propositions.

Upstream and downstream supply 
chain integration

Information sharing, visibility and collaboration with upstream and 
downstream supply chain partners.

Alignment between internal 
business functions

Alignment and integration of activities between company value chain 
functions on a strategic, tactical and operational level.

Complexity management/
rationalization

Ability to standardize and simplify networks and processes, interfaces, 
product architectures and product portfolios and operating models.

Data, models and analytics Development and use of intelligence and analytical capabilities to support 
supply chain and risk management functions.

Source: Vassiliadis & Goldbach (2013)

The internal auditor could also use these seven enablers 
indicated in Table 2 for supply chain auditing and in 
particular, supply chain resilience auditing. However, 
to strengthen the capacity of a supply chain to ensure 
ecological resilience, Eltantawy (2011) believes that 

supply management governance plays an important role 
in this regard. 

In view of the foregoing, the following framework for the 
supply chain audit process is proposed:
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Take time to understand the open 
system of supply chains within 
which the firm operats as well 

as their extent of dynamism and 
complexity

Align supply chain 
management strategyand 

business strategy

Identify and note 
possible constraints within 

supply chains

Determine the methdology 
for supply chain performance 

assessment and audit

Develop a framework 
for supply chain risk 

management

Determine the process for 
supply chain performance 

assessment and audit

Determine organizational 
alighment and supply chain 

governance structure

FIGURE 1: PROPOSED SUPPLY CHAIN AUDIT PROCESS

The proposed framework suggests the following steps for 
the supply chain audit process:

Step 1: Take time to understand the open system of 
supply chains within which the firm operates 
as well as their extent of dynamism and 
complexity

 At the outset, manage need to come to appreciate 
that supply chains are by nature open systems 
which are intrinsically dynamic and complex. It is 
also crucial to recognise that while a firm might 
be operating in a particular industry or sector,  
it could well be a part of a number of supply chains. 
Thus, it is imperative for individual auditors and 
audit firms to develop useful knowledge in supply 
chain management. This would enable auditors to 

understand the respective risks faced by supply 
chain partners since competition is increasingly 
moving from individual firms to supply chains.

Step 2: Identify and note possible constraints within 
the supply chains

 
 Once the auditor appreciates the nature of 

supply chains as discussed above, the next step 
is to recognise that there is no system without 
constraints. In a supply chain, a constraint may 
exist outside the bounds of a firm and that one 
constraint might manifest itself in the form of 
another. An example was made earlier that a 
leadership constraint could present itself as any 
of the other constraints such as a resource, policy, 
strategy or structural for that matter. 
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Step 3: Align supply chain management strategy and 
overall business strategy

 It is also vital that auditors determine if there is an 
alignment between the supply chain management 
strategy and the overall business strategy. If for 
example, the overall business strategy is about low 
cost or efficiency, it would be counter-productive 
for the supply chain management strategy to 
pursue agility and responsiveness as the latter will 
not necessarily support efficiencies as such.

Step 4: Determine organisational alignment and 
supply chain governance structure

 
 Since supply chains can be complex and dynamic 

as stated above, it is not always the case that 
their structure will be obvious. Yet, a firm needs 
to ensure that it has a proper structure in place to 
lead and respond to uncertain shocks within the 
supply chain. This involves a current and effective 
development of a supply chain strategy, putting 
in place a proper team to support the strategy, 
as well as ensuring that there are fit-for-purpose 
systems and process that will enable the strategy. 

Step 5: Determine the process for supply chain 
performance assessment and audit

 Whilst the quick scan audit methodology (QSAM) 
was discussed at length in this paper due to its 
advantages, what is important is that a firm needs 
to set up a process for supply chain assessment 
and audit that will reduce non-conformances and 
incidents, produce consistent documentation 
approach which will ensure that compliances are 
met, improve decision making as well as supplier 
performance.

Step 6: Determine the methodology for supply chain 
performance assessment and audit

 Once a firm has determined the above, it should 
now develop a methodology that can be used for 
the audit process. The methodology would spell 
out the general approach, the reliability and validity 

of instruments used, methods of data collection, 
sampling techniques and data analysis methods.

Step 7: Determine a framework for supply chain risk 
management

 Risk management would be one of the areas that 
auditors have expertise in and would appreciate the 
value of having a framework for risk management 
throughout the process. Supply chains are 
associate with a number of risks. These include 
the quality of inputs, supply chain disruptions, 
reputational risks, among others. Thus, an auditor 
would want to ensure that a firm’s supply chain is 
resilient and that a supply chain management risk 
framework enables management to manage the 
risks better.

CONCLUSION

The aim of this paper was to propose a framework or a 
process view for supply chain auditing. The paper attempted 
to raise key areas for the internal auditor to consider and 
learn in preparation for the supply chain audit. To this end, 
the paper proposed the supply chain audit process. This 
study makes two sets of contributions to the existing body 
of knowledge in the area of supply chain auditing. The first 
set is theoretical contributions while the second is practical 
or managerial in nature. This study contributes to the 
theory of supply chain auditing in the following ways. The 
first theoretical contribution to research comes from the 
theoretical framework illustrated and proposed in this study, 
which has been heavily influenced by academic literature. 
In this paper, two theories, namely, systems theory and 
the theory of constraints were employed to support the 
theoretical foundation of the proposed framework.

This paper has put forth a comprehensive framework/
process for supply chain auditing. The significance of 
this framework is derived from the fact that despite 
the increasing popularity of the notion of supply chain 
auditing, there remains lack of comprehensive frameworks 
that internal auditors can employ when performing their 
expanding and value-adding roles auditing supply chains. 
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Although this study contributes to the body of research in 
the domain of supply chain auditing, its main limitation is 
that the discussion in this paper remains at a conceptual 
level. Future research efforts within this field are required 
to further test the findings of this research, namely the 
proposed framework/process. Such further tests will refine 
the model further and create a better understanding of the 
supply chain auditing process. 
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THE EFFICIENCY OF THE IPO MARKET AND THE IMPACT 
OF INFORMATION ASYMMETRY ON THE PERFORMANCE OF 

SOUTH AFRICAN IPOS

ABSTRACT: 

The Initial Public Offering (IPO) environment is 
characterised by issues such as information asymmetry 
and market inefficiency, resulting in high levels of under-
pricing and long term underperformance. In this paper 
IPOs (on the Johannesburg Securities Exchange (JSE) in 
South Africa for the period 1996 to 2011) with low levels 
of under-pricing were compared to those with high levels 
of under- and overpricing with the intent to find market-
related factors, company specific characteristics and pre-
listing financial information that impact market efficiency 

and information asymmetry. The paper found that the Main 
Board (versus AltX), the period of listing (hot versus cold 
markets) and issues of size (market capitalization and 
pre-listing sales, assets, equity and profits) are all proxies 
for information asymmetry and irrational behaviour of 
investors, contributing to market inefficiency. High levels of 
under-pricing combined with long term underperformance 
confirmed that IPO investors show irrational and 
speculative behaviour leading to market inefficiency.

Key Words: IPOs, under-pricing market efficiency, 
information asymmetry
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INTRODUCTION

An Initial Public Offering (IPO) not only creates the 
opportunity for growing companies to raise capital, but is also 
a means of harvesting for existing shareholders (Firer, Ross, 
Westerfield and Jordan, 2012:466). One of the downsides 
of going public, however, is that existing shareholders often 
need ‘to leave money on the table’ to attract new investors, 
an issue called under-pricing (Loughran and Ritter, 
2004:5). In almost all stock markets around the world IPOs 
are characterized by initial under-pricing and long-term 
underperformance. Under-pricing refers to the difference 
between the initial price the IPO company offers its shares 
to the public and the closing price in the market after the 
first day of trading (Heeley, Matusik and Neelam, 2006:2). 
The levels of under-pricing in different markets and different 
time periods vary significantly. Chen, Firth and Jeong-Bon 
(2004) reported under-pricing of 145% in China, Boulton, 
Smart and Zutter (2007) demonstrated evidence of under-
pricing for Indonesia (41%), Malaysia (41%), South Korea 
(44%), Taiwan (13%), and Thailand (26%) while Loughran, 
Ritter and Rydqvist (2010:1-2) reported positive average 
first day returns from 47 countries around the world. The 
average initial returns (under-pricing) varied from as low as 
4.2% in Russia to as high as 164.5% in China. 

These high levels of under-pricing, combined with long 
term underperformance of IPOs, invalidate one of the most 
important investment theories, namely the Efficient Market 
Hypothesis. According to the efficient market theory, today’s 
share prices should reflect all information available (Brealey, 
Myers and Allen, 2006:337). Alcaniz, Gomez-Bezares and 
Ugarte (2016:5) applied the semi-strong form of market 
efficiency to IPOs stating that no public information (such as 
provided in the IPO Prospectus) should impact the IPO price 
on the first day of trading because it is already reflected in 
the offer price. IPO under-pricing thus represents a form of 
market inefficiency that needs to be explained. Brealey et al. 
(2006:343) refer to the new-issue puzzle highlighting both 
issues of market inefficiency, namely initial under-pricing 
and the long term underperformance of IPOs. Zhu, Zhang, 
Li and Chen (2015:194) recognize that real-world investors 
often show cognitive bias and emotional behaviour when 
trading shares and this subjective investment sentiment 
impact market efficiency. This is particularly true in the 

IPO environment where information asymmetry clutters 
objective behaviour. 

PROBLEM INVESTIGATED

According to Zhu et al. (2015:194), real world investors 
are not always as rational as traditional theory suggests, 
with investors’ sentiment, specifically in IPO environment, 
often impacting investment decisions. Benner and Zenger 
(2015:7) suggest that problems of adverse selection 
(information asymmetry) arises when it is difficult or costly 
to obtain information about the quality of a product, which is 
again typically associated with IPOs.

Tsang and Blevins (2015:248) accentuate that under-
pricing is caused by two prices determined at different 
points of time: the offer price in the primary market versus 
the first day closing price in the secondary market. On 
the one hand, the original shareholders of the to-be-listed 
company often intentionally lower the offer price to attract 
investors. Overreaction on the first day of trading (in the 
secondary market) could, on the other hand, be the other 
reason for under-pricing. The price in the secondary market 
is, however, more indicative of potential market inefficiency, 
because investors overreact irrationally on the first day of 
trading. Zhu et al. (2015) confirm that investor over-optimism 
in the secondary market often leads to over-valued IPO 
shares and irrational behaviour on the first day of trading. 

These authors also suggest that market-related factors, 
such as Hot versus Cold Markets and listing on the Main 
versus Alternative (AltX) Board, IPO characteristics (age 
prior to listing, size, and offer price) and pre-listing financial 
information (turnover, book value of assets and equity, 
net profit, and certain financial ratios) could improve the 
efficiency of the market and information asymmetry as 
measured by the level of under-pricing. In addition, Firer et 
al. (2012:472) recognized that long term underperformance 
could be another major reason for initial under-pricing. The 
research problem investigated is whether these market-
related factors, IPO characteristics, pre-listing information 
and long term underperformance could all contribute to 
less information asymmetry, more rational behaviour from 
investors, and thus a more efficient market. 
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RESEARCH OBJECTIVES

All indications are that the IPO market is therefore not 
efficient with high levels of initial under-pricing and long term 
underperformance caused by issues such as information 
asymmetry and moral hazard. The fundamental research 
question addressed in this paper is whether there is a link 
between the level of under-pricing (thus market efficiency) 
and certain factors and characteristics that could minimize 
the issues of information asymmetry and moral hazard in 
the South African IPO environment. To answer the primary 
research question, the following secondary research 
questions have been formulated regarding IPOs listed 
on the Johannesburg Securities Exchange (JSE) for the 
period 1996 to 2011:

• What is the level of IPO under-pricing using the 
market-adjusted abnormal return (MAAR) for first day, 
week and month?

• To what extent do certain market-related factors and 
IPO characteristics impact the level of under-pricing?

• Could certain pre-listing financial information of IPOs 
minimize the problem of information asymmetry and 
moral hazard?

• What is the relationship between the initial level of 
IPO under-pricing versus the medium to long term 
performance (one and three years)?

LITERATURE REVIEW

Alcaniz et al. (2016:1) identified three theories potentially 
explaining under-pricing and thus market inefficiency: 
institutional and behaviour finance theories as well as 
information asymmetry. Institutional theory focuses on the 
company’s fear of future lawsuits from new shareholders 
because of underperformance. Behaviour finance shows 
that investors sometimes react according to optimistic 
sentiments or perspectives of the company, for example if 
there is a hot market period or bubble. Benner and Zenger 
(2015:4) focus on the issue that equity markets operate 
as a marketplace in which claims on the future value of 

companies (or strategies of companies) are traded. When it 
is difficult or costly to assess the strategy or company, such 
as in the case of most IPOs, management could attempt 
to fool the market, which leads to information asymmetry. 
Information asymmetry is reduced when more and reliable 
information are available. Park and Patel (2015:797-798) 
confirm that information asymmetry is high between IPO 
companies and external investors. These public investors 
lack detailed information and have to rely on the pre-listing 
Prospectus or other signals to take decisions. Thus, the 
more ambiguous the IPO information, the higher the levels 
of under-pricing. 

Lu, Holzhauer and Wang (2016:72) admit that information 
asymmetry has a significant impact on the behaviour of 
investors, and even more so on the uninformed investor. 
The investor’s aim is to buy as many shares for the lowest 
price possible with the hope of high growth and profit 
potential (Ljungqvist, Vikram and Singh, 2004:2). Investors 
can be divided into two main categories, namely; informed 
and uninformed investors, which lead to the issue of the 
“winners curse”. The “winners curse” is a phenomenon 
in which uninformed investors earn zero initial return and 
informed investors earn only enough returns to cover 
their costs for being “informed”. Thus, as a result of this, 
information asymmetry exists. Davidoff (2011) stated that 
the information asymmetry theory is evident when there 
is too little information available for only one group of 
investors, causing disparities amongst investors.

In this paper certain market-related factors, company 
characteristics and pre-listing financial information will 
be regarded as proxies that could improve the level of 
information asymmetry between the current owners 
and the potential investors, thus improving the level of 
IPO under-pricing. The timing of IPOs, such as in hot or 
cold market periods, could lead to the bandwagon effect 
and irrational behaviour of investors (Park and Patel, 
2015:806). A hot market issue is defined by periods of 
rising initial returns and increasing numbers of IPOs 
(Doeswij, Hemmes and Venekamp, 2006). Hot markets 
are also characterized by a window of opportunity where 
IPOs are highly valued and companies take advantage of 
a buoyant market (Jaskiewicz, Gonzalez, Menendez and 
Schiereck, 2005). Prior research (Almisher, Buell and Kish, 
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2002; Alti, 2005) have shown that IPOs in hot markets are 
severally under-priced with extraordinarily high variability 
of initial returns.  Agarwal (2006) affirms that hot IPO 
markets are characterized by an unusually high volume of 
offerings, severe under-pricing, frequent oversubscription 
of offerings, prevalence of smaller issues, and, to a certain 
extent, by concentrations in particular industries or sectors. 

In addition, the liability of newness (age of company 
prior to listing) could also impact information asymmetry 
and thus the level of under-pricing (Parker and Patel, 
2015:806). Zhu et al. (2015:203) raised another issue that 
could impact the level of IPO under-pricing. They conclude 
that the level of initial under-pricing is significantly lower 
when companies are listed on the Main Board rather than 
the Alternative Board (AltX), mainly because Main Board 
listings are typically bigger and older companies. Parker 
and Patel (2015:802-803) added to the size issue and 
argue that medium to larger sized IPOs are perceived less 
risky with less moral hazard and are therefore typically less 
under-priced than small IPOs. Size could be measured by 
market capitalization (share price times number of shares 
issued), or issues related to the Prospectus, such as pre-
listing Sales, Total Assets and Equity (at Book Value). 
Although ambiguity in the IPO prospectus may hurt all 
companies, small IPOs are much more subjected to 
credible information, low legitimacy and thus high under-
pricing. Zhu et al. (2015:201) used pre-listing ROE (return 
on equity), price-to-earnings (P/E) ratio, debt ratio and age 
prior to listing as factors impacting information asymmetry 
and thus the levels of IPO under-pricing. More information 
about older companies should make it easier to evaluate, 
while ratios such as ROE and ROA (profitability) and the 
debt ratio (solvency) could mitigate the risk associated 
with IPOs.

Financial ratios from the Prospectus (thus, pre-listing), 
return on assets (ROA) and return on Equity (ROE) could 
indicate efficiency and therefore lead to lower levels of 
under-pricing (Parker and Patel, 2015:806). Zhu, et al. 
(2015) found that both profitability (ROE) and the price-
to-earnings ratio were negatively related to the level 
of under-pricing. Lastly, it is important to take note that 
the long-term underperformance of IPOs contributes 
to initial under-pricing. Long term underperformance is 

defined by Liu (2009:76) as the negative return of an IPO 
compared to the market for an extended period of time. 
Thus, because of the worldwide phenomenon of poor 
long term performance of IPOs, companies deliberately 
under-price their shares to compensate for potential poor 
long term performance and also to attract new investors 
(Firer et al. 2012:472). Long term under performance 
has been researched and documented globally (Santos, 
2011:1; Drobetz, Kammerman and Wälchli, 2005:261; 
Govindasamy, 2010:1; Gounopoulos, Nounis, Stylianides, 
2008:16, Habib and Ljungqvist, 2001:343). Comprehensive 
evidence was found that IPOs underperform the market 
with a substantial percentage over a three to five year 
period. 

RESEARCH METHODOLOGY

Statistical Analyses

In this paper, the statistical analyses, such as cross 
tabulation, chi-square, one-way analysis of variance 
(ANOVA), T-test, regression analysis, and Pearson 
correlation coefficient were done using excel and the 
Statistical Package of Sciences (SPSS) statistical 
software. 

The market-adjusted abnormal return (MAAR) has been 
the most widely used method in calculating under-pricing 
(Van Heerden and Alagidede, 2012:132). The market 
adjusted abnormal return (MAARx,i)  for stock ‘x’ after ith, 
trading period is calculated as follows:

The market-adjusted model measures the initial returns 
(offer price versus closing price after first day of trading) 
in excess of the market return. The JSE All Share Index 
(ALSI) was used to calculate the market return. 

The average market-adjusted abnormal return for the ith 
trading period is.
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Where  = the sum of the market adjusted 
abnormal return of the sample IPOs divided by the number 
of sample IPOs.

To test the significance of  , the following t-statistic 
is calculated:

Where ‘s’ is the standard deviation of MAARx, i for a ‘n’ 
number of companies.

For comparative purposes, this study will adopt the mean 

market-adjusted abnormal return ( ), which is 
the standard method for calculating underpricing of new 
issues and t-stats to measure the significance of the level 
of underpricing. Testing for the symmetry of the standard 
deviation (normal distribution), the following measure of 
Skewness (Hair, Black, Baben, Anderson and Tatham, 
2006:80-81) was used (Z value exceeding ±2.58 indicates 
non-normal distribution at a significance level of 0.01):

Where n is the number of IPOs in the sample. The level 
of Skewness for MAAR first day, week and month, for size 
(market capitalization), offer price, years in existence prior 
to listing, prelisting turnover and total assets were too high, 
leading to the use of natural logarithms to solve the issue 
of Skewness. In many other cases, the median rather than 
the mean (average) was used.

We used buy-and-hold abnormal return (BHAR) to compute 
the one and three year holding period returns. BHAR is 
the geometric return on a buy-and-hold investment in 
the sample company, less the return on a buy-and-hold 
investment in the market index (JSE ALSI). Mitchell and 

Stafford (2000:296) assert that BHAR can be defined as 
“the average multiyear return from a strategy of investing 
in all firms that complete an event and selling at the end 
of a pre-specified holding period versus a comparable 
strategy using otherwise similar nonevent firms.” BHAR 
as a measuring technique of long term performance is 
preferred by authors such as Eckbo (2010:163) and Kooli, 
L’her and Suret (2006:50). They argue that BHAR is most 
appropriate measure of the investors’ experience in terms 
of returns achieved. 

For each firm i stock, the long-term returns in the aftermarket 
are calculated from the first trading month to the month 
where the stock celebrates its seventh anniversary.

The holding period return (BHR) for a firm i stock is 
calculated for the period T as

This formula can be rewritten as;

Where Ri,t is the raw return of firm i stock at time t and T is 
the time period for which the BHR is calculated (Suherman 
and Buchdadi, 2010:12). BHR is used to measure the 
geometric return of a share without comparing it to the 
market return, the BHR is considered as the Absolute 
long term return of a share.

In order to calculate the BHAR on firm i over T period, the 
return of the market is subtracted from the return of the 
firm which can be calculated as follows:

Where BHARi, is the buy-and-hold return of firm i in event 
month t. While Ri,t is the return for firm i in period t and 
Rm,t is the return on a benchmark (JSE ALSI) for the same 
period. BHAR compares the return of the share with the 
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return of the market and can therefore be considered as 
the return of the share Relative to the market. 

Data

The sample for the study comprised of 390 IPOs that were 
listed on the Johannesburg Securities Exchange (JSE) 
from 1996 to 2011 as was available in the McGregor-BFA 
database, the Stock Exchange Handbook, the companies’ 
initial prospectus, as well as data provided by the JSE. 
According to the JSE database, 482 IPOs were listed over 
the 16 year period, indicating a sample size in this study 
of 80.9%. The reasons for excluding some of the IPOs 
are a) detailed data (such as offer prices and number of 
shares issued) for some of the IPOs were not available 
on the McGregor-BFA database, b) inconsistency in the 
specific IPO data amongst the various sources, and c) 
unexplainable outliers that jeopardized the reliability of the 
data. It was crucial to exclude an IPO if discrepancies in 
the various data sources could not be resolved. 

This lead to changes in the MAAR from previous studies. 
The year 2011 was the last year of IPOs chosen because 
the three year performance of the shares after listing was 
also included in the study.

The JSE All Share Index (ALSI) was used to calculate 
market return and the CPI (Consumer Price Index) was 
used to adjust the offer price and issue size (market 
capitalization) for inflation. The Alternative Exchange 
(AltX) creates a unique opportunity for companies to list 
if they do not comply with the requirements of the Main 
Board (such as profit history, size of the listing, subscribed 
capital, etc.). 

RESULTS / FINDINGS

In Table 1 the level of under-pricing (MAAR Day One) was 
measured and also classified into categories. The main 
intent with classifying the MAAR D1 into categories was to 
determine the extent to which IPOs show signs of market 
efficiency. Remember, the higher (or more negative) the 
level of under-pricing, the more the market is inefficient. 
The level of IPO under-pricing at 38.2% (MAAR) for 
the first day of trading on the JSE was significant at the 
1% level, as indicated in Table 1. However, given the 
Skewness of MAAR, the natural logarithm (NL+1) MAAR 
at 23.0% becomes a better indicator of the level of IPO 
under-pricing.

TABLE 1:  LEVEL OF UNDER-PRICING (MAAR DAY ONE)

Intervals: No. % Mean Mean (NL)
Less than -10% 34 8.7% -26.5% -29.9%
Between -10 and 20% 217 55.6% 5.0% 4.8%
20 to 100% 100 25.6% 45.4% 44.2%
Above 100% 39 10.0% 260.8% 227.0%
Total / Mean 390 100.0% 38.2% 23.0%
Skewness   4.71 0.42 
Median   9.9%  
Sig (T Stats)   0.000*** 0.000***

  ***Significant at 1%; **Significant at 5%; *Significant at 10%
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For the purposes of this study, we assumed that a MAAR 
between -10% and +20% as acceptable levels of under-/
overpricing, not leaving too much money on the table, 
and, at the same time, not running the risk of too many 
newly issued shares not being taken up by the market. 
Given this assumption, we could deduct that 55.6% of 
the IPOs on the JSE were initially well priced and that 
the sampled IPOs conform to, at least, some form of 
market efficiency with limited information asymmetry or 
moral hazard. If we accept that IPOs with low levels of 
under-pricing (in this case, between -10% and 20%) are 
indicative of higher levels of market efficiency, then the 

research question to be addressed is whether this group 
of IPOs can be differentiated significantly from the rest in 
terms of market and company specific information that 
could limit the levels of information asymmetry. 

In Table 2 two categories of MAAR Day 1 were created, 
focusing on the IPOs with acceptable levels of under-
pricing (MAAR between -10% and 20%) versus the rest. 
The intension was to establish whether the IPOs with low 
levels on under-pricing (second column) exhibit different 
behaviour over the first month after listing from the IPOs 
with high levels of under-/overpricing (third column).

TABLE 2: CATEGORIES OF MAAR – COMPARING MAAR DAY, WEEK AND MONTH ONE      

MAAR Day One

 MAAR Day 1 -10% to 20% < -10%;  >20% Total Sig.

Number of IPOs 217 173 390  

MAAR Day 1 (NL+1) 4.8% 50.5% 23.0% 0.000***

MAAR Week 1 (NL+1) 3.5% 50.2% 22.1% 0.000***

MAAR Month 1 (NL+1) -1.1% 45.3% 17.3% 0.000***

Change: D 1 - M 1 -5.9% -5.2% -5.7% 0.020**

  ***Significant at 1%; **Significant at 5%; *Significant at 10%

Although the MAARs for Day 1, Week 1 and Month 1 
are all significant at the 1% level, there are relatively 
little differences amongst the level of under-pricing from 
day one until the end of the first month, indicating some 
form of market efficiency (small price changes). Another 
interesting observation is that both categories show a 
decline in the level of under-pricing from the first day 
until the end of the month. Although the MAAR decline 
from day one until the end of the month is significant at 
the 5% level, there is no significant difference between 

the two categories. The declining MAAR from day 
one to month one, although small, indicate an initial 
overreaction from investors. Given this small change in 
MAAR day one to the end of the month, the rest of the 
study used only the first day MAAR. One of the objectives 
of this paper is determine whether certain market-related 
factors and IPO characteristics could influence the level 
of market efficiency as measured by the first day MAAR  
(Tables 3 and 4).
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TABLE 3: MARKET-RELATED FACTORS IMPACTING UNDER-PRICING

% of IPOs
 MAAR D1 -10% to 20% <-10%; > 20% Total Sig.
No. of IPOs  217 173 390  
Market Period:      
- Hot Market 53.3% 54.8% 82.7% 67.2% 0.000***
- Cold Market 7.3% 45.2% 17.3% 32.8%  
Board of Listing:     
- Main Board 26.8% 77.9% 54.9% 67.7% 0.000***
- AltX 62.2% 22.1% 45.1% 32.3%  
Period of Listing:      
- 1996 - 2003 54.9% 48.4% 67.6% 56.9% 0.000***
- 2004 - 2011 16.1% 51.6% 32.4% 43.1%  

  ***Significant at 1%; **Significant at 5%; *Significant at 10%

What we observed in Table 3 is that the IPOs with lower 
levels of under-pricing (between -10% and 20%) were 
significantly more listed in Cold Market Periods. Also, 
significantly more of the IPOs listed on the Main Board 
experienced lower levels of under-pricing than IPOs listed 
on the AltX. It also appears if IPOs with more extreme 
levels of under-pricing were significantly more listed in the 
earlier period 1996 to 2003 as oppose to the later period 
(2004 – 2011). The significant lower levels of under-
pricing of IPOs listed in Cold Market Periods (MAAR of 
7.3% versus 53.3% in hot market periods), on the Main 

Board (MAAR of 26.8% versus 62.2% on the AltX) and 
in the period 2004 to 2011 (MAAR of 16.1% versus 
54.9% for the period 1996 to 2003), confirm that investors 
overreacted more in hot market periods and that the levels 
of information asymmetry is more on the AltX than on the 
Main Board, but that IPO performance is improving over 
time. In Table 4 certain IPO characteristics and pre-listing 
financial information from the Prospectus were compared 
to the first day MAAR. In many of the cases, the Median 
or the natural logarithm (sometimes +1 or +2) were rather 
used to compensate for the Skewness of the data.
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TABLE 4: IPO CHARACTERISTICS AND PRE-LISTING FINANCIAL DATA IMPACTING UNDER-PRICING

MAAR DAY 1 - Between
 -10% to 20% <-10%; > 20%        Sig.     
Characteristics: 
 - Age prior to Listing (Median) 6.5 years           6.2 years 0.745
 - Size (Inf. Mark. Cap.) (NL Mean)        R845.2 mil.      R303.3 mil. 0.000*** 
 - Inf. Adj. Offer Price (NL Mean)           617.0 cent         246.0 cent 0.000*** 
Pre-Listing: 
- Turnover (NL Mean)        R167.0 mil.        R47.7 mil. 0.000***
- NPAT (Median) R25.9 mil.        R11.3 mil.  0.088*
- Total Assets (NL Mean)        R542.1 mil.      R127.7 mil. 0.000***
-  Equity (Book) (Median)        R105.7 mil.        R35.7 mil. 0.001***
Pre-Listing Ratios:
- Debt Ratio (Median) 43.60% 32.00% 0.112
- Current Ratio (Median) 1.55 1.92 0.431
- ROA (Median) 6.10% 6.20% 0.117
- ROE (Median) 12.50% 10.10% 0.071*
- Market/Book Value (Median) 2.6 3.1 0.074*
- Price/Earnings Ratio (Median) 16.8 24.5 0.030**

  ***Significant at 1%; **Significant at 5%; *Significant at 10%

Against all expectations, there was no significant 
relationship between the years in existence prior to listing 
and the level of under-pricing. It was assumed that older 
companies would have less information asymmetry 
resulting in lower levels of under-pricing, which was not 
necessarily the case. However, both size (as measured 
by the inflation adjusted market capitalization) and 
the inflation adjusted offering price were significantly 
influencing the level of under-pricing. The turnover, as well 
as the book value of total assets and equity prior to listing, 
all indicators of size, were also significantly influencing the 
level of under-pricing and thus information asymmetry. It 
was also expected that certain pre-listing ratios from the 
prospectus could impact the decision to under-price IPOs. 

We would have expected companies with lower levels 
of debt and being more liquid (as measured by the debt 
and current ratios) would have been perceived as less 
risky with less moral hazard. Although not significant, 
the opposite seemed to be the case. Return on Assets 
(ROA) also seemed to have little impact on the levels of 
under-pricing. Both the Return on Equity (ROE) and the 
Market/Book Value (Median) impacted the level of under-
pricing, but, given the level of significance at only 10%, it 
is not really worth discussing. A more conservative Price/
Earnings Ratio also has a significant (at 5%) impact on the 
Day One MAAR. In Table 5 the long term performance as 
measured by the absolute (BHR) and relative (BHAR) IPO 
returns for one and three years are presented. 
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TABLE 5: INITIAL UNDER-PRICING IMPACTING THE ONE AND THREE YEAR PERFORMANCE OF IPOS

MAAR DAY 1 - Between

 Long Term Performance: -10% to 20% <-10%; > 20% Total Sig.

One Year:     

Closing BHR (Absolute) -16.1% -18.4% -16.9%    0.1823

Closing BHAR -25.0% -22.9% -24.1%    0.2015

Three Year:     

Closing BHR -32.9% -73.2% -59.8% 0.0025**

Closing BHAR -61.5% -101.2% -82.2% 0.0027**

  ***Significant at 1%; **Significant at 5%; *Significant at 10%

Table 5 accentuates the medium to long term 
underperformance of IPOs after both one and three years. 
Not only is the average one (-24.1%) and three years 
(-82.2%) performance negative relative to the market 
(Closing BHAR), but even negative in absolute terms, 
indicating that the share prices in nominal terms (BHR) 
declined over both one (-16.1%) and three years (-59.8%). 
It was expected that the IPOs with less initial under-
pricing (column two), thus less information asymmetry, 
will outperform the IPOs with more volatile under-pricing 
(column three). Looking at the one year medium term 
performance, there is no significant difference between 
these two groups. However, the three year absolute (BHR) 
and relative (BHAR) performance of the IPOs with less 
initial under-pricing were still negative, but significantly 
better than the IPOs who were much more under-/
overpriced.  

MANAGERIAL / INVESTORS’ APPLICATIONS

Issues such as market efficiency and information 
asymmetry are so often associated with IPOs. The two 
classic anomalies in the IPO environment are initial 
under-pricing and long term underperformance, both 
reflecting forms of market inefficiency. The primary 

purpose of this paper was to ascertain the extent to 
which certain market-related factors, company specific 
characteristics and pre-listing financial information 
impact IPO under-pricing and could assist to minimize 
information asymmetry and market inefficiency.

For managers /owners of to-be-listed companies, 
the bad news is that South African IPOs exhibit high 
levels of under-pricing (38.2%) from 1996 to 2011. The 
good news, however, is that the levels of under-pricing 
declined significantly from the period 1996 to 2003 
(54.9%) to the second period 2005 to 2011 (16.1%), 
indicating that the levels of information asymmetry 
seem to be declining. Investors should, however, be 
cautioned analysing IPO data. The first issue is that less 
than 45% of the IPOs exhibit MAARs lower than -10% 
or higher than 20%. The second issue is that MAAR, 
just like many other variables (such as size, BHR, 
BHAR, age, sales, assets, etc.) exhibit high levels of 
Skewness, thus making the Mean not a good measure 
and investors should rather use the Median or Natural 
Logarithms when analysing the data. For example, 
only 10% of the IPOs had MAARs of more than 100%, 
contributing significantly to the high average of 38.2%, 
while the natural logarithm (+1) Mean indicate under-
pricing of only 23.0%. 
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Referring to market-related factors, the levels of under-pricing 
in hot market periods as well as IPOs listed on the AltX (as 
oppose to Main Board) are significantly higher. Zhu et al. 
(2015:195) conclude that the positive relationship between 
hot market periods and level of under-pricing infers that the 
secondary market is overreacting, rather than companies 
intentionally under-pricing their shares in the primary market. 
Thus, market inefficiency (speculative investors’ behaviour) 
rather than information asymmetry explains the behaviour 
in hot market periods. The opposite seems to be true 
regarding the AltX versus the Main Board. The high level of 
under-pricing on the AltX indicates that investors perceive 
these IPOs as more risky with higher levels of information 
asymmetry and moral hazard. For managers or owners, the 
implications are to list in hot market periods and on the Main 
Board if they want to maximize their returns.

With regards to IPO characteristics and pre-listing financial 
information, the IPOs were classified into two groups; those 
with low levels of under-pricing (between -10% and 20%) 
versus the rest with high levels of under- or overpricing. The 
main research question to be addressed was: ‘Can specific 
pre-listing IPO information, from the perspective of both the 
manager/owner (to minimize the amount of money left on the 
table) and the investor (selecting IPOs with good returns), 
be used as proxies to explain market inefficiency and/or 
information asymmetry?’

Company age prior to listing, against all expectations, seems 
to be no indication of information asymmetry, while size 
(as measured by market capitalization) and the offer price 
do impact significantly the level of under-pricing. Alcaniz 
et al. (2016:15) confirm that bigger companies have less 
information asymmetry, leading to lower levels of under-
pricing. Focusing on the pre-listing financial information, we 
can conclude that size of the sales, the book value of total 
assets and equity, as well as the net profit after tax (NPAT) 
should all be indicative of a bigger and more successful IPO 
to be listed. Kumar (2004) reported that the size of the issue 
had an inverse relationship signifying that an increase in 
issue size reduces under-pricing. Lu, Holzhauer and Wang 
(2016:72) also acknowledge that smaller companies with 
lower sales prior to listing are more exposed to information 
asymmetry. These empirical results confirm the relationship 
between the level of under-pricing and size with levels of 

significance at 1% for the sales, assets and equity, but only 
10% for NPAT. The size of the IPO therefore impact the 
‘money left on the table’ for managers/owners of the to-be-
listed companies, but, at the same time, impact the investors’ 
perception of information asymmetry.  

Comparing the medium to long term returns of IPOs with 
moderate levels of under-pricing as opposed to those with 
high levels of initial under-pricing, created the opportunity to 
comment on market efficiency and information asymmetry. 
Zhu et al. (2015:195) question conventional wisdom that the 
secondary market is efficient, thus under-pricing is caused 
by companies attempting to attract investors. If we look at 
both the one and three year absolute (BHR) and relative 
(BHAR) returns, it seems if IPO under-pricing is caused 
more by optimistic behaviour of IPO investors on the first 
day of trading (inefficiency in the secondary market) than 
managers/owners intentionally under-pricing their shares 
(to compensate for information asymmetry in the [primary 
market). The absolute one and three year returns of IPOs on 
the JSE are negative (using the day one closing price), clearly 
indicating an initial overreaction from investors (speculative 
behaviour), combined with a three year period of correcting 
the initial expectations, highlighting the inefficiency in the IPO 
market in South Africa. What is equally concerning is that 
the IPOs with low levels of under-pricing were expected to 
show better one and three year performance, which would 
have related to some form of market efficiency. However, 
the one year performance was negative with no significant 
difference between IPOs with low levels of initial under-
pricing versus the rest. Although the three year difference in 
performance for IPOs with lower levels of under-pricing was 
significantly better the more severe levels of under-pricing, it 
was still negative. The implications for investors in the IPO 
environment is therefore simple; buy IPO shares at the offer 
price and sell them on the first day of trading and don’t keep 
them for three years.

CONCLUSIONS

The efficiency of the IPO market is a major concern 
internationally and all indications are that IPOs need to 
under-price in the primary market to attract investors. At 
the same time, issues such as information asymmetry, 
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results in irrational behaviour in the secondary market, 
contributing to the market being inefficient.  The high levels 
of under-pricing (23.0%) indicate that the South African IPO 
market is not efficient. The good news is that the level of 
under-pricing is improving significantly over time. Another 
positive is that almost 60% of the IPOs experienced 
reasonable levels of under-pricing between -10% to 20%. 
Focusing on this group with relatively low levels of under-
pricing, we conclude that listing in cold market periods, 
on the Main Board (rather AltX), as well as being bigger 
in size (as measured by market capitalization, pre-listed 
sales, assets, net profit and equity) could all contribute 
to less information asymmetry and consequently, more 
market efficiency. 

One of the limitations of this paper was to compare the 
medium and long term performance of IPOs on the JSE 
using BHR and BHAR only at closing prices, and not 
offer prices as well. Another limitation is that the BHR/
BHARs for only one and three years were calculated, 
and not for a longer period such as five or ten years. The 
reason for using closing prices on the first day of trading 
when computing the one and three BHR and BHAR, was 
to determine the extent to which investors overreacted 
(subjective behaviour) on the first day of trading. If the 
medium to long term performance using BHAR was zero or 
slightly positive, the market would have been more correct 
(efficient) on the first day of trading, even with reasonably 
high levels of under-pricing. However, the opposite 
happened. Both the absolute and relative medium to long 
term IPO performance were negative, clearly indicative of 
investors initially emotionally overreacting with a gradual 
correction of share prices over time. Both these issues 
highlight the fact that South African IPOs exhibit market 
inefficiency. This paper contributes to the understanding of 
market efficiency and information asymmetry and its effect 
on the levels of under-pricing and medium to long term 
performance in the South African IPO environment.
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ABSTRACT

Vast literature exists on the effects of institutional 
arrangements namely; corporate governance, corporate 
disclosure and transparency and investment treaties on 
firm valuation and profitability. However, their effect on the 
investment decision remains under researched especially 
in the South African context where external sources of funds 
are crucial for the financing of firm activities. This paper 
provides an analysis and review of the implications of the 
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existence and compliance to institutional arrangements 
on the investment decisions of potential investors. It also 
provides a basis for further studies to empirically test the 
significance of institutional arrangements on investment 
decisions.
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INTRODUCTION 

Economic globalisation has liberalised financial 
markets, deregulated prices through structural reforms 
and enhanced the role of financial intermediaries and 
institutional investors. Investment choices have widened 
and have become more complex. Economic globalisation 
has resulted in increased competition and has exposed 
companies to market forces and risks. These developments 
have raised the need for good institutional arrangements 
and complex monitoring mechanisms of the use of capital. 
These institutional arrangements include corporate 
governance; corporate disclosure and transparency 
and investment treaties. Corporate governance (CG) 
includes “the mechanisms that are used to protect the 
interests of different stakeholders (Munisi and Randøy, 
2013). Corporate disclosure and transparency are vital for 
good CG and for attracting investors (Healy and Palepu, 
2001). Lack of transparency can cause poor protection 
of information and inhibit investment. Furthermore, the 
proliferation of foreign direct investment (FDI) flows has 
subsequently enhanced the number of investment treaties 
amongst countries. Investment treaties regulate foreign 
investment flows and protect foreign investment from 
expropriation (Yazbek, 2010).

RESEARCH OBJECTIVES AND 
METHODOLOGY

The aim of this paper is to analyse and review the 
impact of institutional arrangements namely, CG policies, 
transparency scores and bi-lateral investment treaties on 
corporate investment decisions for both domestic and 
foreign investment rates in South Africa. This is achieved 
through an in-depth literature review. Vast literature exists 
on the effects of these institutional arrangements on 
firm valuation and profitability (Healy and Palepu, 1995; 
Healy, Hutton, and Palepu, 1999; Lang and Lundholm, 
2000; La Porta et al., 2002; Bushman and Smith, 2003; 
Cremers and Nair, 2005; Durnev and Kim, 2005; Klapper 
and Love, 2005; Beiner et al., 2006; Munisi and Randøy, 
2013). However, their effect on the investment decision 
remains under researched especially in the South African 
context where external sources of funds are crucial for the 

financing of firm activities. In attempting to fill this gap in 
the literature this paper provides insights into the effects 
of these institutional arrangements on the corporate 
investment decision through in-depth analysis and review 
of extant literature. This paper also aims to provide insights 
into the state of compliance, by South African corporations, 
to these institutional arrangements. 

CORPORATE GOVERNANCE AND 
CORPORATE INVESTMENT DECISIONS

Definitions of corporate governance (CG) vary in the 
literature. Some include: “corporate governance is the 
system by which companies are directed and controlled” 
(Cardbury, 1992). “The complex set of constraints that 
shape the ex-post bargaining over the quasi rents generated 
by the firm” (Zingales, 1998: 499). “The mechanisms that 
are used to protect the interests of different stakeholders” 
(Cardbury, 1992). 

CG mechanisms are either internal or external to the firm. 
Mechanisms such as boards of directors, debt financing, 
ownership concentration, executive compensation, and 
executive director shareholdings characterise internal 
forms of CG. In contrast, external mechanisms include 
measures such as the market for corporate control, product 
market competition and the executive labour market. CG 
is enforced through laws, rules and institutions that create 
a competitive market and discipline the behaviour of 
managers and shareholders (Okeahalam, 2004). 

The institutions that discipline corporations and enforce CG 
include; the legal framework for enforcing shareholders’ 
rights, systems for accounting and auditing, the bankruptcy 
process, the market for corporate control and an efficiently 
regulated financial system (Okeahalam, 2004). For CG 
to be effective both the internal and external forms of CG 
should be present and applied effectively (Creamer and 
Nair, 2005).

Claessens (2006) categorised CG into two sets of 
definitions namely; behavioural patterns and the 
normative framework. The former refers to the actual 
activities conducted by the company and these relate to 
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financial structure, treatment of shareholders and other 
stakeholders, efficiency growth and performance. The 
latter definition relates to the rules that the company 
follows and these originate from financial markets, factor 
(labour) markets, the judicial system and the legal system. 
An essential characteristic in the definition of CG, 
particularly for investors, is the protection against 
expropriation. CG in this instance should cover the 
protection of minority rights and the strength of creditor 
rights. These aspects of CG should be reflected in the 
collateral and bankruptcy laws (Shleifer and Vishny, 
1997). Other essential factors for investors include the 
composition and rights of executive directors and the 
ability to pursue class action suits. Shleifer and Vishny 
(1997: 737) stated that “CG deals with the ways in which 
suppliers of finance to corporations assure themselves of 
getting a return on their investment”.

The effect of CG on investment

Claessens (2006) asserted that the establishment of good 
CG practices is vital for attracting domestic investment 
and ensuring greater inflows of FDI. The establishment 
of and adherence to good CG practices is regarded as 
vital in investment decisions (OECD, 2004). CG has 
implications for economic development and is therefore 
of vital importance for developing countries. Okpara 
(2011) argued that for companies in developing countries, 
having weak CG practices will make it more difficult to 
raise capital and attract foreign investors. This implies 
that good CG might be more important for companies in 
developing countries such as those in Sub-Saharan Africa. 
Furthermore, companies that adopt good CG practices 
are likely to perform better than those that do not (Munisi 
and Randøy, 2013). 

Modern corporations separate the management and 
ownership of companies resulting in the principal agent 
problem and the need for CG policies and practices 
(Eisenhardt 1989; Okeahalam, 2004). The principal-agent 
problem arises when management pursues activities 
that may not be beneficial to the shareholders. The 
principal agent problem can be resolved by protection of 
shareholders derived from good CG practices. 

Strong protection of property rights, creditor rights and 
shareholder rights have been shown to promote the 
development of financial and capital markets (Laeven, 
2014). Investors have been found to be more willing to invest 
in markets that have strong protection of rights. As a result 
countries with better property rights have better access to 
finance. The lack of good CG practices exacerbated by 
underdeveloped financial and legal systems and higher 
corruption adversely affects the growth prospects of small 
firms and start-up companies (Beck, Demirgiiç- Kunt and 
Maksimovic, 2005).

With good governance, the probability of investors 
receiving a high dividend is high and the probability of the 
firm’s profits being expropriated by managers is low (La 
Porta et al., 2002; Beiner et al., 2006). The establishment 
of good CG policies and practices is expected to positively 
affect the corporate investment decision of investors. 
“Good CG is associated with a lower cost of capital, higher 
returns on equity, greater efficiency, and more favourable 
treatment of all stakeholders, although the direction of 
causality is not always clear” (Claessens, 2006). However, 
caution should be exercised when interpreting the financial 
performance figures of companies in developing countries 
with poor CG. This is because they are more likely to report 
higher profits as they have higher growth prospects. The 
probability of reporting bias and the overstating of profits is 
also high in an environment of poor CG.

The quality of CG practices influences the accessibility 
and quantity of external finance, the cost of capital and 
the valuation of the firm. Poor CG results in investors 
charging higher lending rates as they lack reassurance of 
an adequate rate of return (Morck, Shleifer, and Vishny 
1988; La Porta et al., 2000, 2002; Claessens et al., 2002). 
The role of CG in investment is further demonstrated by its 
influence in mergers and acquisitions decisions.  Empirical 
evidence from the 1990s revealed that a larger proportion 
of mergers and acquisitions occurred in countries with 
good investor protection (Rossi and Volpin 2003). 
Klapper and Love (2005) highlighted that the selection 
of independent and well-functioning boards, disclosure 
and the enforcement of disciplinary measures against 
expropriation improved investor protection rights and the 
inward investment in a company. 
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The effect of CG policies on corporate investment 
decisions can be inferred with the financial performance 
of the firm (Ntim, 2011; Ntim et al., 2012a). It is widely 
perceived that good CG is associated with good 
company performance and as a result a growing number 
of companies in the developing world are adopting CG 
policies and practices (Garay and González, 2008). 
Good CG policies and practices reduce agency costs 
namely monitoring and bonding costs such as auditing. 
This raises optimism about future cash flows and leads 
to investors bidding up the share prices (Jensen, 1986; 
Ntim et al., 2012a, b). 

Financial and capital market reforms such as the 
implementation of CG reforms in developing countries 
occur in response to economic globalisation and as a 
strategy of promoting development (Reed, 2002; Asiedu, 
2004; Claessens, 2006; Berry, 2009). Developing 
countries are characterised by underdeveloped stock 
markets, weak legal systems and regulations. Although the 
characteristics and corporate environment of developing 
countries fundamentally differ from those of developed 
markets, companies in developing countries still find it 
advantageous to adopt CG practices when attracting 
capital, especially from developed countries (Reed, 2002; 
Rabelo and Vasconcelos, 2002). However, adoption of CG 
policies and practices by a company, in an environment 
with weak institutions, poor property rights and poor CG, is 
costly and has several limitations. Klapper and Love (2005) 
and Durnev and Kim (2005) noted that such a strategy 
does not adequately compensate for the shortcomings of 
the environment in which the company operates.

A prerequisite of financial and capital market reforms is 
the development of an effective legal system that protects 
shareholders’ rights, enhances corporate transparency 
and ensures disclosure of financial and non-financial 
information (Munisi and Randøy, 2013). The adoption of 
good CG practices entails enforcing codes and soft laws 
pertaining to the board recruitment, board effectiveness 
and top management incentives (Munisi and Randøy, 
2013). Additionally, strong law enforcement reduces the 
cost of external financing as a result of the reduction in the 
gap in information sharing between insider and outsiders 
(Hillier, Pindado, Queiroz and Torre, 2011). 

In some cases a good legal system, laws and regulations 
exist but enforcement will be poor (Okpara, 2011). Many 
African countries are perceived to be highly bureaucratic 
and rank as the most corrupt countries in the world 
(Kaufmann, Kraay, and Mastruzzi, 2009; Transparency 
International, 2013). Bureaucracy and corruption diminish 
the effectiveness of the legal system and of laws. However, 
companies can still independently self-regulate and adopt 
good CG practices thereby attracting investors (Garay 
and Gonzalez, 2008; Bebchuk, Cohen, and Ferrell, 2009). 
Some empirical evidence supports the notion that private 
enforcement mechanisms are more effective than public 
mechanisms (Berglöf and Classenes, 2006) especially 
in countries with weak legal environments (Klapper and 
Love, 2005). 

CG reform in South Africa

With the end of apartheid and the formation of a new 
democratic government in 1994 in South Africa, foreign 
capital inflows surged as economic sanctions against 
the apartheid government were lifted and the country 
was reintegrated into the world economy (Gwenhamo 
and Fedderke, 2013). South Africa is characterised by 
advanced financial infrastructure reminiscent of that 
of developed countries and as a result many foreign 
institutions are major private equity holders (Andreasson, 
2011). This places pressure on South African companies 
to demonstrate good CG practises in order to continue to 
attract investors.

A formal code of CG was introduced in South Africa in 
1994 in the form of the King I report. The King I report 
was revised in 2002 in the form of the King II report and 
the King III report in 2010 (Barrier, 1995; Mallin, 2006, 
2007; Ntim et al., 2012). The aim of the King I report was 
to enhance the supervision and monitoring of financial 
and capital markets and to establish strict insider trading 
laws and listing rules. Following decades of international 
isolation, King I report aimed to demonstrate South Africa’s 
commitment to best practice in CG (Vaughn and Ryan, 
2006). King I was adapted from the UK’s Cardbury Report 
of 1992 (Mangena and Chamisa, 2008; Ntim and Osei, 
2011). The first requirement of the King I report related 
to the ownership structure of South African companies. 



FINANCIAL MANAGEMENT, ACCOUNTING AND INVESTMENTS
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  20
ISBN 978-0-620-71113-5

South African companies were required to appoint a board 
of directors comprising executive and non-executive 
directors who were accountable to the shareholders. 
Literature suggests that concentrated ownership is 
associated with active monitoring, resulting in better CG 
(Hill and Snell, 1988; Weiss and Nikitin, 2004). 

Additionally, King I required the role of the chairman and 
chief executive officer to be separate, the establishment 
of remuneration as well as audit committees with at least 
two non-executive directors as board members. According 
to the agency theory the appointment of outsiders to 
the board improves the monitoring of management and 
provides expertise. Outsiders additionally ensure effective 
resolution of agency problems between managers and 
shareholders (Fama, 1980; Fama and Jensen, 1983). 
Following the Cardbury Report, the King I report was 
supplemented to the listing rules of the Johannesburg 
Stock Exchange (JSE) under a voluntary compliance 
regime. This meant that companies were required to 
voluntarily comply to King I and if they did not, they were 
required to explain why they did not comply.

King II took into account changes in domestic legislation 
in South Africa such as the Employment Equity Act of 
1998 as well as developments in the international markets 
(i.e the UK Combined Code). King II maintained some 
of the features of King I such as shareholding structure, 
voluntary compliance and unitary board. A distinguishing 
feature of King II was the introduction of standards that 
were aimed at addressing South African specific social 
and economic challenges of the Apartheid legacy. These 
included employment equity (EE), black economic 
empowerment (BEE), environmental issues and HIV/
AIDS (Ntim, 2013). King II recommendations mainly 
applied to companies listed on the JSE, banks, financial 
and insurance entities, and public sector enterprises 
falling under the Public Finance Management Act of 
1999 (PFMA) and Local Government Municipal Finance 
Management Act of 2003 (Andreasson, 2011).

Changes in the South African 1973 Companies Act in the 
2008/2009 period and the global financial crisis between 
2007 and 2009 resulted in the need to revise the King II 
report. At the backdrop of these developments in both 

South Africa and the international markets, the King III 
report amended the King II report and became applicable 
to all entities and corporations. Secondly, King III 
changed from the voluntary compliance regime of comply 
or explain of King II to apply or explain (Ntim, 2013). This 
allowed companies to deviate from the codes of CG and 
explain why they deviated. 

King III had the following additional amendments; 
companies are required to appoint a CEO and a finance 
director with the board being granted power to remove 
the CEO without shareholder approval. Additionally, 
with respect to the board and directors, King III requires 
the board to appoint a risk committee in addition to the 
audit and remuneration committees. Furthermore, King 
III requires governance of information technology (IT) 
at board level to ensure alignment to the company’s 
strategic objectives. More importantly under King III 
companies are required to prepare annual integrated 
reports consisting of statutory financial and sustainability 
information. Cheung et al. (2007) argued that disclosure 
and transparency can help protect shareholders’ rights, 
helping them to feel confident that the firm is being 
managed with their interests in mind. Lastly; a major 
amendment under King III is that risk, IT, internal controls, 
and integrated reporting were included as additional 
oversight areas to be monitored by the audit committee 
(Ntim, 2013).

The state of compliance to King III in South 
Africa

A survey to determine the levels of compliance to King III 
by Jansen van Vuuren and Schulschenk (2013) revealed 
that a statistically significant majority of the respondents 
(183 responses from a total sample population of 5 221 
companies) had implemented the code. The majority of 
the respondents revealed that their compliance to King 
III was to demonstrate compliance to governance issue 
to external stakeholders. In particular, listed corporations 
revealed that compliance to King III served to illustrate 
effective governance to potential investors. However, 
the survey by Jansen van Vuuren and Schulschenk 
(2013) only received 183 responses from a total sample 
population of 5 221 companies. Therefore, the levels of 
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compliance to King III of all entities and corporations still 
need to be investigated.

CORPORATE DISCLOSURE AND 
TRANSPARENCY 

Corporate disclosure and transparency are vital for 
good CG (Healy and Palepu, 2001). Bushman et al. 
(2004: 204) and Francis et al. (2009:944) defined 
corporate transparency as “the availability of firm-
specific information to those outside publicly traded 
firms and consider not only the quality of the financial 
reporting environment but also the intensity of private 
information acquisition and the effectiveness of 
information dissemination”. Corporate transparency 
includes accounting disclosure. Lack of transparency 
can cause poor protection of information. Transparency 
is vital for attracting investors. The lack of transparency 
inhibits investment as potential investors do not have 
access to information on the activities and prospects of 
the company. 

The accessibility of information to investors and 
analysts can be limited by costs as it is expensive to 
collect information. Furthermore, Levin (1997: 695) 
argued that “high information costs may keep capital 
from flowing to its highest value use” resulting in 
impeded economic prospects. The availability and 
access to information enables investors to assess the 
company’s performance and minimises information 
asymmetry between insiders and outsiders (Cheung, 
Jiang and Tan, 2010). Francis, Khurana, and Pereira 
(2005) found that firms that disclose more have a lower 
cost of capital. In addition, Biddle and Hilary (2006) 
showed that firms that disclose more exhibit greater 
firm-level investment efficiency.

Morck, Young and Yu, (2000) noted that the lack of 
transparency coupled with weak CG discouraged 
potential investors. Corporate transparency limits 
managerial actions that do not serve the interests 
of shareholders. Moreover, transparency improves 
investors’ ability to monitor managers, reduces the 
probability of expropriation and ensures that projects 

pursued are in the best interest of the shareholders 
(Bushman and Smith, 2003). 

Empirical evidence shows that corporate transparency 
affects the efficient allocation of capital. Firstly, as a result 
of economic globalisation; the growth in the number of 
institutional investors and financial intermediaries coupled 
with improved capital mobility necessitates corporate 
transparency in order for the efficient and effective 
allocation of resources towards potentially profitable 
growth prospects (Claessens, 2006; Francis et al., 2009). 
Secondly, with economic globalisation companies face 
increased competition and are more exposed to market 
forces as a result of deregulation. Corporate transparency 
ensures accurate allocation of capital to companies that 
disclose precise and timely information (Bushman and 
Smith, 2001). Corporate transparency is improved by high 
quality financial reporting. High quality reporting limits 
managerial reporting discretion and subjects the company 
to credible external audit.

Rajan and Zingales (1998) argued that companies in 
countries with less developed financial markets will likely 
receive less investment and have low growth prospects. 
This is because of the lack of developed financial markets 
and institutions that help the company to reduce the cost of 
raising money from outsiders. Developed financial markets 
and institutions help companies overcome problems of 
moral hazard and adverse selection. Francis et al. (2009) 
argued that companies, in countries with developed but 
less transparent financial institutions, are faced with 
information friction. Information friction inhibits the flow of 
capital to the best investment opportunities and are less 
likely to respond to industry specific growth prospects. 
Additionally, they found that transparency is positively 
associated with the correlation in cross country pairs of 
industry specific growth rates. This implies that corporate 
transparency enables effective inter-sectoral allocation 
of resources as investment is channelled to transparent 
industries with high growth prospects. 

Institutions and laws in a country regulate the information 
environment (Bushman, Piotroski and Smith 2004). Francis 
et al (2009) distinguish between predicted transparency 
and residual transparency. Predicted transparency is 
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defined as the transparency that is required and regulated 
by existing laws and institutions in a country. On the 
contrary, residual transparency is any other information 
disclosed voluntarily by the company but not required by 
the law.

Information disclosure can be mandatory or voluntary. 
Mandatory disclosure is a regulatory requirement for listed 
companies. Mandatory disclosure requires the disclosure 
of information such as basic accounting, financial, 
operational and in some jurisdictions information on CG 
practices. Voluntary disclosure of information increases 
transparency of the company, management accountability 
and reduces the monitoring costs of investors (Cheung 
et al., 2010). Voluntary disclosure of information gives 
management power to decide which information to 
disclose. Managers voluntarily disclose information if debt 
or equity issuing is anticipated (Healy and Palepu, 1993; 
1995). Voluntary disclosure results in improved liquidity 
(Diamond and Verrecchia, 1991; Kim and Verrecchia, 
1994; Healy, Hutton, and Palepu, 1999; Welker, 1995); 
reduction in cost of capital (Botosan, 1997; Botosan and 
Plumlee, 2002); and increased information intermediation 
(Francis, Hanna and Philbrick, 1988; Bhushan, 1989a, b; 
Healy et al., 1999; Lang and Lundholm, 2000).

The effects of corporate transparency and 
disclosure on investment 

Cheung et al. (2010) found a positive relationship between 
disclosure practices and market valuation for Chinese listed 
companies. This implies that a company that discloses 
more information enhances the access of shareholders 
to information and their ability to monitor management 
thereby reducing monitoring costs and subsequently the 
cost of capital. Cheung et al. (2010) also found that market 
valuation is related to voluntary- and not mandatory 
disclosure. Profitable overseas-listed companies with a 
separate CEO, board chairman and sub-committee were 
found to disclose information on a voluntary basis. This 
implies that investors reward companies that voluntarily 
disclose by paying a premium and that compliance to 
mandatory disclosure is expected of companies. The 
empirical findings of Geos and Wei (2005) give credence 
to the notion that international investors favour investing in 

more transparent markets and are less likely to move their 
investment during a crisis. These findings suggest that 
transparency ensures international financial integration 
and minimises volatility during crisis times.
Contrary to this, a survey conducted by PWC (2015) 
revealed that the improved risk profile of African markets, 
brought about by improved information provision and 
financial reporting standards, were not considered to be 
significant drivers of investor interest in African markets. 
High GDP growth rates in Africa and the need to diversify 
away from low return markets were the main determinants 
of investment into Africa (Gumel, 2015). These contrasting 
viewpoints illuminate the need to further investigate the 
impact of transparency and disclosure on investment 
decisions in a South African context.

Corporate transparency and disclosure in 
South Africa

Compliance to globally acceptable auditing and accounting 
codes and standards creates a competitive advantage for 
firms competing for investment (World Bank, 2013). The 
access to financial information from different investment 
options is vital for informed comparison that influence the 
investor’s decision making process (World Bank, 2013). 
The South African corporate sector has adopted various 
internationally benchmarked accounting and auditing 
standards in the last decade, particularly accountancy 
profession reforms, in order to create a favourable 
investment environment (Nkomo, 2003; World Bank, 2013). 
The implementation of these reforms has strengthened the 
quality of financial reporting and governance in the private 
sector (World Bank, 2013). This is demonstrated by South 
Africa’s being ranked first in the Global competitiveness 
sub-index for auditing and reporting standards in the 
period 2009-2014 (World Economic Forum, 2014). 

INVESTMENT TREATIES

Since the 1960s investment treaties have populated the 
economic scene. Investment treaties are increasingly 
being adopted as a developmental tool particularly in 
developing countries. The reasoning behind this is that 
investment treaties will attract large inflows of foreign 
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investment, critical for the sustainable growth of the host 
countries’ economies, owing to the protection provided to 
foreign investors in the treaty (Cosbey, 2005; Tuerk, 2009). 
In the period 1980 -2014 the total number of international 
investment agreements (IIAs) increased from 10 to 3 268 
in 2014. 2 923 of these IIAs are bilateral investment treaties 
(BITs) while 345 are classified as other international 
investment treaties (OIIAs) (UNCTAD, 2015b). Global 
FDI flows have increased significantly from $290 billion in 
1990 to $135 trillion in 2012 although the financial crisis 
significantly weakened FDI growth (UNCTAD, 2012). 
Multinational corporations (MNCs) are the main source 
of FDI. MNCs utilise FDI to service host markets and 
establish global production networks (Milner, 2014). The 
proliferation of FDI flows and investment treaties has 
reinforced the view point that FDI can enhance economic 
development especially in developing African countries by 
reducing the foreign exchange, technology and resource 
gaps (Correa and Kumar, 2003). 

The aim of investment treaties is to regulate foreign 
investment flows and to protect foreign investment from 
expropriation (Yazbek, 2010). Investment treaties and 
commitments are increasingly becoming a part of broader 
preferential trade agreements. Unlike trade treaties which are 
governed by the World Trade Organisation (WTO), all binding 
investment treaties (international investment agreements) 
are created and governed outside the WTO system as no 
comprehensive multi-lateral instrument on investment exists 
(Mosoti, 2005). The dimensions of the regulatory difficulties 
faced by developing countries are mainly concerned with 
conflicts between the host country and investors. These 
conflicts pertain to the role of investment in the host country’s 
development, the distribution of benefits and the level of 
control that investors have among others. These factors raise 
the need for regulation of investment activity to protect both 
the host country and investors. As a result, foreign investment 
is governed mostly at bilateral, regional or multi-lateral level 
through BITs, regional investment treaties and the WTO 
limited-scope Agreement on Trade Related Investment 
Measures (TRIMS) respectively (Mosoti, 2005). Services 
related investments are an exception however, as they are 
covered under the WTO General Agreement on Trade in 
Services (GATS) and the limited application of the Multilateral 
Agreement on Investment Measures. At the regional level, 

in Africa for example in the Southern Africa Development 
Community (SADC), investment regulation is covered to 
some extent by the trade protocol (Thomas, 2002). 

Bilateral investment treaties are used as an instrument to 
attract foreign investors (Yazbek, 2010). Theoretical evidence 
suggests that investment by MNCs should increase with 
the adoption of investment treaties (UNCTAD, 2000, 2006; 
Elkins, Guzman and Simmons, 2006). For capital importing 
countries investment treaties are used as an instrument to 
attract FDI, while for capital exporting countries they are used 
to protect investors from political risk and instability and to 
safeguard the investments of its national in other countries 
(Sachs and Sauvant, 2009: 36-37). Investment treaties 
reduce the political risk for investors by providing protection 
under international law. Additionally, investment treaties 
improve the investment climate of the host signatory country 
thereby promoting investment FDI (UNCTAD, 1998).

Although investment rules from the international economic 
trading scene are absent, countries have developed and 
conform to the general provisions and obligations that 
facilitate the establishment of operations by foreign investors 
(Yazbek, 2010). These obligations entail the provision of non-
discriminatory treatment of foreign investors and compel the 
state to accord international investors with the same treatment 
with national investors (Cosbey, 2005). Furthermore, 
investment treaties usually prohibit expropriation, “unless it is 
for a public purpose and is performed in a non-discriminatory 
manner, in accordance with due process and is compensated 
for promptly and efficiently at market value; and compensation 
in the case of war and civil disturbance” (Kurtz, 2002). 

Hallward-Driemeier (2003) postulates that BITs can be 
used as an instrument to attract investment by serving as 
a commitment device. Host countries with poor regulatory 
frameworks, poor enforcement of rules and poor property 
rights can attract investment using BITs. BITs help 
overcome inconsistency problems and can increase the 
attractiveness of a potential host by explicitly committing 
to honouring the property rights of foreign investors. Thus 
the BIT serves to create a stable and favourable legal 
environment for investment. This stems from the assumption 
that the attractiveness of the host country as an investment 
destination is enhanced through enforceable rules that 
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protect investors and resultantly reduce political risk in the 
host country (Salacuse and Sullivan, 2005: 95; Vandevelde 
2005: 171). BITs enhance investor confidence by granting 
foreign investors access to international arbitration thus 
showing commitment of the host government to honour 
obligations (UNCTAD, 2009). 

BITs vary across countries, but mostly consist of four 
main elements namely; admission of foreign investments; 
treatment; expropriation and dispute settlement. The principal 
general standards of BITs include national treatment, the 
most favoured nation (MFN) standard, fair and equitable 
treatment provisions on the free transfer of payments, 
conditions under which an expropriation is considered lawful 
and compensations in case of expropriation, armed conflict, 
or internal disorder (Yazbek, 2010). Dispute settlement 
provisions ensure enforcement of the treaty and reduces 
uncertainty to investors (Yazbek, 2010). This element in 
investment treaties is a vital factor for attracting investment 
as it reduces country risk (UNCTAD, 2006). BITs lower the 
fixed costs of foreign investment by providing transparency 
to all non-commercial risks faced abroad by investors. 

International investment agreements cover the issue of 
double taxation for MNCs. This issue is addressed in the 
form of double taxation treaties (DTTs) and addresses the 
concerns of foreign investors with regards to being subject 
to taxation for the same income in both the home country 
and the host country (UNCTAD, 2009). The international 
law considerations surrounding taxation is the allocation of 
tax revenue generated from MNCs among countries. DTTs 
establish allocation rules for different types of income. 
While international tax agreements deal foremost with 
the elimination of double taxation, they also serve other 
purposes such as the provision of non-discrimination 
rules, the prevention of tax evasion, arbitration and conflict 
resolution (UNCTAD, 2004b).

The effects of investment treaties on the 
investment decision

Although both FDI and BITs have increased significantly 
(UNCTAD, 2012) in the last two decades, it is not clear 
whether or not it is a result of a causal relationship 
between these two factors. Other factors such as the 

determinants of FDI inflows, business facilitation and 
economic policy also influence the investment decisions 
of corporation thus making it difficult to isolate the effect of 
BITs on investment. International investment agreements 
improve a country’s investment climate by establishing 
coherence, transparency, predictability and stability. 
This is achieved by establishing binding obligations on 
all host country authorities with regards to transparency 
in the domestic rule making process in the host country 
(UNCTAD, 2007c). 

Several studies have demonstrated the positive effects of 
BITs on investment (Hallward-Driemeier, 2003; Büthe and 
Milner, 2004; Aisbett, 2007; Salacuse and Sullivan, 2005; 
UNCTAD, 2006, 2007). BITs add a number of necessary 
components to the policy and institutional determinants 
for FDI, and hence impact FDI inflows into developing 
countries only indirectly. Although most BITs do not change 
the key economic determinants of FDI, they improve 
several policy and institutional determinants, and thereby 
increase the likelihood that developing countries engaged 
in BIT programmes will receive more FDI (UNCTAD, 2009).

Hallward-Driemeier (2003) analysed the impact of BITs 
on bilateral FDI flows between 20 OECD countries and 
31 developing countries over the period 1980 to 2000. 
The study found a causal relationship between BITs 
and FDI flows suggesting that BITs play an important 
role in increasing investment in developing countries. 
In countries with poor institutional quality, BITs act as a 
complement and not a substitute of property rights and 
good institutional quality implying that countries that “are 
reforming and already have reasonably strong domestic 
institutions, are most likely to gain from ratifying a treaty” 
(Hallward-Driemeier, 2003: 22–23).

Egger and Merlo (2012) found firm level evidence of BITs 
positively influencing the investment activity of German 
MNCs in the period 1996 – 2005. Their results support the 
notion that BITs reduce the fixed costs of risky investment 
and lead to an increase in investment, the number of 
plants and sales of German firms abroad.

Yazbek (2010) cautions developing countries over the 
impact of investment treaties, especially BITs, on domestic 
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political processes and decisions. This is because the 
preconditions of investment treaties limit the country’s 
ability to pursue national objectives prior to meeting the 
treaty conditions. Additionally, investment treaties may 
marginalise domestic investors and result in domestic 
capital flight. This is because domestic investors are 
often left ineligible to the favourable conditions afforded 
to foreign investors in investment treaties. Yazbek (2010) 
cites a significant number of South African listed firms 
relocating to the London Stock Exchange as a result of the 
UK - South Africa BIT as an example of this adverse effect 
of investment treaties on domestic investors. 

South Africa’s investment treaties 

South Africa has 46 BIT agreements with other countries, 
of which 23 are signed, 17 are in force and six have been 
terminated (UNCTAD, 2015a). In addition, South Africa 
has 10 investment treaties that are classified as other 
international investment agreements (OIIAs). These 
OIIAs are between South Africa and member countries of 
regional or preferential trade agreements, and Canada. 
Two of these OIIAs have been signed and eight are in 
force (UNCTAD, 2015a).

CONCLUSIONS 

The aim of this paper was to provide a literature review 
on the effect of compliance to institutional arrangements 
namely; CG policies, transparency scores and bi-lateral 
treaties on corporate investment decisions (domestic and 

foreign investment rates). This was achieved by providing 
insights into the effects of these institutional arrangements 
on the corporate investment decision in general and to 
provide insights into the state of compliance to these 
institutional arrangements by South African corporations. 
The results of this study suggest that existence of and 
compliance to institutional arrangements favourably 
influence the investment decision as summarised in 
Table 1 below. 

This study provides the background to understanding 
the implications of the existence and compliance to 
institutional arrangements on the investment decisions of 
potential investors. It is proposed that an empirical study 
be conducted to assess the significance of institutional 
arrangements on the investment decision. To achieve 
this it is recommended that CG disclosure index scores, 
disclosure and transparency scores and indexed 
investment treaty scores be regressed against the levels 
of domestic and foreign investment inflows.

Managerial Implications

The results of this study inform managers that compliance 
to institutional arrangements namely; CG, corporate 
disclosure and investment treaties positively affects 
inward investment.  This is particularly important for firms 
in developing countries for whom inward investment 
is vital for growth and development. Therefore, it 
is recommended that managers comply to these 
institutional arrangements as it will improve liquidity and 
firm valuations.
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PROVINCE

ABSTRACT

The South African legislation on local government such 
as the Municipal Finance Management Act, Municipal 
Structures Act and Municipal Systems Act, emphasizes 
that municipalities have a pivotal role of democratizing 
society and fulfilling a developmental role within the 
new dispensation. This research was carried out in two 
selected poor-performing municipalities in the Free State, 
(Metsimaholo Local Municipality and Matjhabeng Local 
Municipality) and one selected well performing municipality, 
(Gamagara Local Municipality) in the Northern Cape. The 

primary objective of this paper is to develop a managerial 
model for mergers in local government with reference to 
municipalities in the Free State. For the purpose of this 
research, a random sampling method was used. A total of 
900 questionnaires were distributed to the residents and 
management in the three mentioned municipalities.

KEYWORDS: Municipalities, merging, service delivery, 
management, development, managerial model, monitoring 
and evaluation, protests, leadership, satisfaction, 
residents, factors, performance.
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INTRODUCTION

The South African legislation on Local Government such 
as the Municipal Finance Management (Act No.56 of 
2003), Municipal Structures (Act No.117 of 1998) and 
Municipal Systems (Act No.32 of 2000), emphasizes 
that municipalities have a pivotal role of democratizing 
society and fulfilling a developmental role within the new 
dispensation. The aforementioned legislation implies 
that municipalities must have policies and institutional 
frameworks that support and sustain the development of 
local people. These policies and institutional frameworks 
of municipalities should be geared towards achievement 
and progressive realization of the Millennium Development 
Goals (MDGs) and the fundamental rights of people. 
More particularly, Local Government must promote good 
governance.

A municipality must strive, within its capacity, to achieve 
the objectives regarding efficient and effective service 
delivery such as proper roads, refuse removal, access 
to electricity and water as set out in Section 152 of the 
Constitution of the Republic of South Africa of 1996. The 
Constitution, as the supreme law of the Republic of South 
Africa, determines that municipalities (also referred to as 
Local Government) must annually review the following 
guidelines:

•  Determine the needs of the community.

• Set its priorities to meet those needs.

•  Set its processes for involving the community.

•  Determine its organisational and delivery mechanisms 
(including management) for meeting the needs of the 
community.

•  Determine its overall performance (including 
management) in achieving the aforementioned 
objectives.

•  Ensure that its political structures, political office 
bearers and managers and other staff members align 
their roles and responsibilities with the priorities and 

objectives set out in the municipality’s Integrated 
Development Plan (IDP).

For a municipality (including the two selected poor-
performing municipalities in the Free State Province, namely 
the Metsimaholo Local Municipality and the Matjhabeng 
Local Municipality, and the one well performing municipality 
in the Northern Cape Province, namely the Gamagara 
Local Municipality) to achieve the abovementioned 
objectives, it must have proper management systems 
or tools such as waste management, communication 
management, human resource management, political and 
administrative management and financial management, 
in place and also appoint managers with the necessary 
required and relevant qualifications, experience and 
skills to adhere to Section 152  of the Constitution of the 
Republic of South Africa (Act-, No. 108 of 1996). This 
will secure an efficient and well-functioning management 
team that will be able to deliver services that will address 
people’s needs. According to the Department of Provincial 
and Local Government (now referred to as the Department 
of Cooperative Governance and Traditional Affairs or 
COGTA, 2008), these three selected municipalities are 
found in Classification 4 - the least vulnerable grouping 
of local municipalities nationally. Of the 58 municipalities 
in this percentile, 21 are found in the Western Cape 
Province, 7 in the Eastern Cape Province, Gauteng and 
Northern Cape Provinces, 6 in Mpumalanga Province, 4 in 
KwaZulu-Natal and 2 in the Free State Province, Limpopo 
Province and North West Province. Almost all of these 
municipalities fall outside the disestablished apartheid 
Bantustans. These municipalities rather tend to contain:

•  Highly urbanized communities;

•  Large urban centres, 

•  Mining towns, and or 

•  Semi-desert areas.

Powell (2010: 3) indicates that Local Government, 
being the sphere of Government close to the people, is 
faced with numerous challenges in its quest to provide 
essential basic services such as water, refuse removal 
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and electricity to local communities and in particular 
the poor and disadvantaged section of the population. 
There are still worrying trends and signs like the loss 
of lives during violent protests, such as the incident in 
Ficksburg in the Eastern Free State in April 2011, when 
Mr Andries Tatane was allegedly killed by police during a 
violent protest for service delivery (Van den Berg, 2011). 
These protests undermine the progress and successes 
achieved thus far, even after more than twenty years 
into democracy. Unfortunately, municipalities such as 
the Metsimaholo Local Municipality and the Matjhabeng 
Local Municipality, despite the organizational challenges 
(such as the filling of vacant posts, low morale of staff), 
that they have to deal with, are also faced with financial 
and infrastructural problems, such as low revenue and 
old infrastructure, as well as inadequate expertise and 
management capacity. 

LITERATURE REVIEW

Management Models

According to Eskildsen, Jonker and Van Pijkeren, (2009), 
in light of a growing number of management models 
used in organisations, questions regarding their nature, 
validity and applicability are becoming more and more 
important. Although there are many different management 
models, this research project will provides definitions of 
three selected prominent, service-orientated management 
models namely Higgins (2005) 8-S model, Deming’s 
Fourteen Points for Management and the Service-Profit-
Chain and a concise overview of their background. These 
three models are some of the most familiar models for 
organisations who are dealing with services and are they 
relevant for this research that deals with municipalities 
of which core business is service delivery; hence the 
selection of these three management models.

Higgins (2005) 8-S Model

Higgins (2005: 4) points out that senior management must 
align the following cross- functional organizational factors 
– structure, systems and processes, leadership style, staff, 
resources, and shared values with each new strategy that 

arises in order for that strategy to succeed, in order for 
strategic performance to occur. As a consequence of the 
frequency and significance of the changes in strategy 
and the required changes in key organizational factors, 
executives would benefit from a heuristic that guides cross-
functional thinking. These factors have been integrated 
in a practical model for successfully executing strategy 
that is called the ‘Eight “S”s of Strategy Execution or the 
Higgins (2005) 8-S model. The Higgins (2005) 8-S model 
is a heuristic that enables senior management to more 
readily enact, monitor, and assess the original McKinsey 
7Ss model. The Higgins (2005) 8-S model is based on 
the McKinsey Seven ‘S’s, first introduced to us in 1982 by 
Thomas J. Peters and Robert H. Waterman, Jr. (Peters 
and Waterman, 1982; Waterman, 1982). Higgins calls the 
model a heuristic, because it is a methodology for solving 
major problems in executing the problem of not aligning 
key organizational cross-functional elements with strategy.

Higgins (2005) writes that strategies are formulated to 
achieve organizational purposes. The formulation of a 
strategy represents a managerial commitment to pursue 
a particular set of actions (organizational purposes) 
in growing the organisation, satisfying customers, 
conducting operations and improving the organisations’ 
financial performance. A clear and logical strategy is 
management’s game plan for satisfying customers and 
improving financial performance. Pasupathy (2006: 8) 
supports Chetty’s statement by indicating that customer 
satisfaction is largely influenced by the value of services 
provided to customers. Value is created by satisfied, loyal, 
and productive employees. Employee satisfaction, in 
turn, results primarily from high-quality support services 
and policies that enable employees to deliver results to 
customers.

Strategic purposes include strategic intent, vision, focus, 
mission, goals, and strategic objectives. There are four 
types of strategies - (corporate, business, functional, 
and process) designed to achieve these purposes. The 
corporate strategy defines what business or businesses 
the firm is in or should be in, and how the firm will conduct 
that business (or those businesses) in a fundamental way. 
The business strategy describes how a firm will compete 
in a particular business.
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Higgins (2005) further points out that a firm’s business 
strategy is its major plan of action aimed at gaining a 
sustainable advantage over competitors. Relative 
differentiation and relative low cost are the two most 
frequently suggested generic business strategies. 
Functional strategies support the business strategy. 
Functional strategies in the areas of marketing, finance, 
operations, human resources management, Research 
and Development, information, and logistics should be 
aligned with the business strategy. Process strategies 
normally cut across functions and are aimed at integrating 
organizational processes across the organization in order 
to make them more effective and more efficient. Strategy 
formulation involves the consideration of strengths 
(for example, core competencies and capabilities), 
weaknesses, threats and opportunities.

Deming’s Fourteen Points for Management

Deming’s Fourteen Points for Management hold that 
quality and service excellence should be aimed at the 
needs of the consumer, present and future. 
According to De Coning (2009: 21), organisations, 
including municipalities must allocate resources for long-
term planning and must come up with a plan to become 
effective and efficient, to stay in business by delivering 
services to the people and to create and provide jobs. 
Chetty (2010: 14) agrees with the afore-mentioned 
statements by indicating that lack of resources is one of 
the inhibitors of strategy execution of an organisation and 
that it impacts negatively on the organisation’s effective 
and efficient service delivery. The afore-mentioned 
statement by Chetty is indicating that the respondents 
agree with regard to the statement, “The strategies, 
policies and procedures are in place at the municipality 
to ensure my professional service delivery to customers”.

De Coning (2009: 21) argues that a new philosophy 
must be adopted. He further argues that Government 
regulations representing obstacles must be removed 
and the transformation of organisations is needed. 
Van Stuyvesant Meijen (2007: 14) supports the afore-
mentioned statement by indicating that the justification 
behind the amalgamation or merging of municipalities 
was to establish municipalities that were more financially 

viable because the tax base of these structures would 
be more solid and also to ensure that municipalities 
put people first, therefore becoming more responsive 
to the community’s needs and ensuring a sustainable 
manner of service delivery to the people within the 
local communities. An example of this formation is the 
Metsimaholo local municipality with three different 
independent councils namely, Sasolburg Transitional 
Council, Deneysville Transitional Council and Oranjeville 
Transitional Council.

The Service-Profit-Chain

Heskett et al (in Pasupathy, 2006: 2) point out that several 
models that approach the evaluation of services are 
described in the service operations and marketing bodies 
of literature. One of them, the Service-Profit Chain (SPC) 
has been the seminal work for a large number of papers 
in the service evaluation field. The original framework was 
presented in 1994 by Heskett et al. who hypothesized that 
revenues are driven by service quality perceptions, which in 
turn are driven by operational inputs and employee efforts. 
Thus, the Service-Profit-Chain is a framework for linking 
service operations to customer’s assessments and in turn 
linking those customers’ assessments to the organization’s 
bottom line – profitability in most cases. He further 
indicates that the objective of the Service-Profit-Chain 
is to provide an integrated framework for understanding 
how an organization’s operational investments in service 
quality are linked to customer perceptions and behaviours, 
and how these translate into profits. 

Pasupathy (2006: 8) agrees with the above mentioned 
by indicating that the Service-Profit Chain establishes 
relationships between profitability, customer loyalty, and 
employee satisfaction, loyalty, and productivity. The links 
in the chain (which should be regarded as propositions) 
are as follows: Profit and growth are stimulated primarily 
by customer loyalty. Loyalty is a direct result of customer 
satisfaction. Satisfaction is largely influenced by the value 
of services provided to customers. Value is created by 
satisfied, loyal, and productive employees. Employee 
satisfaction, in turn, results primarily from high-quality 
support services and policies that enable employees to 
deliver results to customers. 
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In the next section the methodology for this paper will be 
the focus.

METHODOLOGY

RESEARCH DESIGN

The research to develop a managerial model for merged 
municipalities, with reference to the two poor performing 
municipalities in the Free State Province, namely the 
Metsimaholo Local Municipality and the Matjhabeng 
Local Municipality, and including one well performing 
municipality, namely the Gamagara Local Municipality in 
the Northern Cape Province, was conducted by means of 
two approaches, namely a literature study and an empirical 
study.

Structured Questionnaire

This paper employed a quantitative research approach and 
utilised a structured questionnaire with closed questions 
as the preferred tool to address the research question and 
objectives in order to arrive at the results. This approach 
provided opportunities to gain insight into the discipline of 
strategy execution in a yet undocumented context.

The structured questionnaire was drafted from the concepts 
pertaining to service delivery and management models as 
discussed in the study. The purpose of the questionnaire 
was to establish the municipality’s ability to render basic 
services to its communities before the merging and 
after the merging in 2000 and also the effectiveness of 
management at the merged municipalities. Participants 
are willing to be honest as long as their anonymity is 
assured (Salkind, 2007:138). The questionnaire posed the 
questions (statements) on a five-point Likert Scale with a 
fifth “Don’t Know” option. The participants had to consider 
the following options in responding to each statement:

•  “Strongly Agree” (1);

•  “Somewhat Agree” (2);

•  “Somewhat Disagree” (3);

•  “Strongly Disagree” (4) and

•  “Don’t Know” (5).

Based on the literature – and empirical study, the following 
four factors were identified, to develop a managerial model 
for merged municipalities in order to delivery effective and 
efficient services:

• Performance monitoring and evaluation;

• Professionalism;

• Development; and

• Personal development and competency.

The abovementioned four factors identified have a direct 
impact on the efficient and effective delivery of services 
at municipalities (Ellis, 2014). The aforementioned 
statement by Ellis is supported by Powell (2010) by 
indicating that municipal officials are required to carry out 
their responsibilities with prudence and in an efficient, 
transparent, and accountable manner thus promoting 
good governance.

Target Population 

The population comprised all the residents of the 
Metsimaholo Local Municipality who reside in Sasolburg, 
Deneysville and Oranjeville and the residents of the 
Matjhabeng local municipality who reside in Welkom, 
Odendaalsrus, Allanridge, Virginia, Hennenman and 
Ventersburg. Both municipalities are in the Free State 
Province; Fezile Dabi district and Lejweleputswa district 
respectively. Furthermore, the population of this study 
comprised all the management teams of the three 
selected municipalities, namely the Metsimaholo Local 
Municipality and the Matjhabeng Local Municipality in the 
Free State Province and the Gamagara Local Municipality 
in the Northern Cape Province. All the residents who pay 
their rates and taxes, municipal bills, and buy prepaid 
electricity at vending machines are the participants and the 
management teams of the three selected municipalities 
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in this study. A total of 898 (99.8%) of the questionnaires 
that were distributed to the residents of the two poor 
performing municipalities were received back, (that is, the 
Metsimaholo Local Municipality (250 questionnaires) and 
the Matjhabeng Local Municipality (250 questionnaires)) 
and the residents of the well performing municipality, (that 
is, the Gamagara Local Municipality (250 questionnaires)). 
Furthermore, a total of 150 questionnaires were distributed 
to the management of the well performing municipality (50 
questionnaires) and the two poor performing municipalities 
(100 questionnaires). Out of the 900 questionnaires that 
were given to the respondents for voluntary completion, as 
many as 898 were returned, which is far higher than the 
minimum sample size of 300 recommended by Tabachnick 
and Fidell (2007:61) required for factor analysis. The 
high and satisfactory response rate implies that valuable 
deductions can be made from the data.

Sampling

All the residents who pay their rates and taxes, municipal 
bills and buy prepaid electricity at vending machines in the 
Metsimaholo -, Matjhabeng – and Gamagara municipal 
areas and the management teams of Metsimaholo local 
-, Matjhabeng local - and Gamagara Local Municipality 
formed the sample. The total number of residents and 
management members who took part in this study was 
eight hundred and eighty nine.
Residents who pay their rates and taxes, municipal bills 
and buy prepaid electricity at vending machines and 
the management of the three selected municipalities 
are relevant for this study as they are the ones who are 
directly affected, either positively or negatively, by issues 
of service delivery. They are the ones who pay for services 
to be delivered to them and receive information from the 
municipality on issues of service delivery and other issues 
related to the municipalities.

RESULTS AND FINDINGS

The descriptive statistics (frequencies) of “Section B - 
History of the Municipality confirm that respondents who 
are managers at the municipalities who participated in 
this study experienced challenges with issues of service 
delivery before the merging of the municipalities – the 

majority of the statements calculated a mean above 3.0. 
The mean of this Section B (History of the Municipality) in 
combination calculated at 3.36, is an indication that the 
statements contained in this section of the questionnaire 
are viewed by the respondents who are managers at 
the municipality as negative, indicating that respondents 
tended to disagree with the statements contained in this 
section. 

According to the descriptive statistics (frequencies) of 
“Section B - History of the Municipality, the respondents 
who are residents who participated in this study also 
indicate that they experiences challenges with issues of 
service delivery before the merging of the municipalities -  
the majority of the statements calculated a mean above 2.5. 
The mean of this Section B (History of the Municipality) in 
combination calculated above 2.5, is an indication that the 
statements contained in this section of the questionnaire 
are also viewed by the respondents who are residents as 
negative, indicating that respondents tended to disagree 
with the statements contained in this section. It highlights 
issues such as, that during the apartheid regime, South 
Africa consisted of racially based local authorities 
responsible for a limited number of municipal services 
and Local Governments were subordinate creatures of 
statute, comprising a multiplicity of fragmented institutions, 
racially segregated, which, as a result, provided massively 
unequal services to different communities. Furthermore, 
local government was the sphere of government that was 
the clearest example of racial segregation and unequal 
access to services, due to the separate municipalities 
meant for the different racial groups in the country.
An exploratory factor analysis was conducted on the six 
statements of Section B (History of the Municipality), in 
order to explore the factorial structure for the respondents 
who are residents in the municipal area and for the 
respondents who are managers at the municipality 
combined. One factor was extracted, explaining 75.3% of 
the variance and all factor loadings were larger than 0.63.

Effective Service Delivery

The descriptive statistics (frequencies) of “Section C - 
Effective Service Delivery” results indicate that respondents 
who are managers at the municipalities in this study are 
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satisfied as the services were delivered effectively after 
the merging of the municipalities – the majority of the 
statements calculated a mean below 2.5, meaning that 
they agree with the statements in Section C – Effective 
Service Delivery. The mean of this Section C (Effective 
service delivery) in combination calculated at 2.26, is an 
indication that the statements contained in this section 
of the questionnaire are viewed by the respondents who 
are managers at the municipality as positive, indicating 
that respondents tended to agree with the statements 
contained in this section. The aforementioned statement 
is justifiable as all the respondents are managers who 
manage these municipalities and they are the ones who 
have to ensure that effective service delivery takes place.

The descriptive statistics (frequencies) of “Section C - 
Effective Service Delivery” of the respondents who are 
residents in this study indicate that they experiences 
challenges with effective service delivery after the merging 
of the municipalities - the majority of the statements 
calculated a mean above 2.5. The mean of this Section 
C (Effective service delivery) in combination calculated 
at 2.73, is an indication that the statements contained 
in this section of the questionnaire are viewed by the 
respondents who are residents also as negative, indicating 
that respondents tended to disagree with the statements 
contained in this section. Furthermore, many municipalities, 
however, are unable to deliver basic services such as, 
water supply, sewage collection and disposal, refuse 
removal and electricity supply to residents. This may be 
due to a lack of finances, capacity, or skills to provide a 
good service at an affordable price.

The communalities for statements c18 – c31 in Section C 
– Effective Service Delivery, which loaded only one Factor, 
are all above 0.5 except for statements c30 loading .451 
and c31 loading .436.

The results confirm that managers at municipalities who 
participated in this study are not experiencing challenges 
when it comes to issues of management – the majority of the 
statements calculated a mean below 2.5. This supports the 
literature used in this study, indicating that for municipalities 
to function properly and to provide efficient and effective 
service delivery to the communities, they have to recruit and 

select competent and skilled employees. Furthermore, in 
order to ensure effective use of resources, the municipality 
will improve its information gathering system to ensure 
that it has correct information of the needs and priorities 
of the residents and that those needs are quantified. Local 
government transformation in South Africa has exerted 
considerable pressure on municipalities to manage 
their financial resources effectively, economically and 
efficiently in order to meet their developmental mandate. 
Therefore, municipalities need to improve sound financial 
management requirements as envisaged in the statutory 
framework by appointing qualified and capable officials, 
including chief financial officers and internal auditors, 
with the required and appropriate skills and experience. 
Importantly, municipal officials who manage must account 
for results, not only for budget spending or poor service 
delivery and as more resources are transferred to local 
government there is a need to strengthen the institutions 
that enforce accountability of public resources.

A factor analysis was conducted on the 25 statements 
of “Section D – Managerial Model” so as to explore the 
factorial structure.

After exploring various multifactor solutions, the factor 
analysis identified four factors (performance monitoring 
and evaluation, professionalism, development, personal 
development and competency) that were extracted in 
order to explain Section D – managerial model. These four 
identified factors explained 70% of the variances.

Eight statements loaded on factor one (1). These 
statements are related to the “Performance Monitoring 
and Evaluation” factor. Factor loadings range from 0.5 and 
higher.

The communalities for statements in Factor One are all 
above 0.7 except for one statement (.682), which is close 
to 0.7 and can therefore still be deemed acceptable. The 
Cronbach’s Alpha Coefficient of this factor with all the 
items included yielded a value of 0.96 which shows very 
good reliability.

The factor mean is calculated at 2.14 which is an 
indication that the respondents who are managers at the 
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municipalities for this research tended to agree with the 
statements in the factor. According to the item-level results 
it seems that respondents tended to agree that managers 
are monitoring performance (mean of 1.92); managers 
are evaluating performance (mean of 2.07); the strategies 
that are in place are useful in the performance of duties 
(mean of 2.10); the policies that are in place are useful in 
the performance of duties (mean of 2.16); the procedures 
that are in place are useful in the performance of duties 
(mean of 2.18); the policies that are in place ensure 
professional service delivery to customers (mean of 2.19); 
the strategies that are in place ensure professional service 
delivery to customers (mean of 2.21) and the procedures 
that are in place ensure professional service delivery to 
customers (mean of 2.26).

Another eight statements loaded on factor two (2). These 
statements are related to the “Professionalism” factor. The 
communalities for statements in Factor Two are all above 
0.5 except for statements d43 (.342). The Cronbach’s 
Alpha Coefficient of this factor with all the items included 
yielded a value of 0.88 which shows good reliability.

The respondents who are managers at municipalities in 
this study tended to agree that as managers, they are 
professional in executing their duties with a factor mean 
of 1.62.

Based on the abovementioned discussion, the respondents 
who are managers at municipalities in this research 
tended to agree that as managers, they are professional in 
executing their duties. Furthermore, the Municipal Finance 
Management (Act, No.56 of 2003, Section 78 (1)(b)), 
requires municipalities to “take reasonable steps to ensure 
that the resources of the municipality are used effectively, 
efficiently and economically”.  Effective use of resources 
requires that the municipality use its resources to supply 
real needs of the people residing in the municipal area.

Six statements loaded on factor three (3). These 
statements are related to the “Development” factor. The 
communalities for statements in Factor Three are all 
above 0.6. The Cronbach’s Alpha Coefficient of this factor 
with all the items included yielded a value of 0.89 which 
shows good reliability.

The factor mean is calculated at 1.99 which is an indication 
that the respondents who are managers at the municipalities 
for this study tended to agree with the statements in the 
factor. Respondents tended to agree that managers are 
visibly challenge any incidents of favouritism and nepotism 
(mean of 1.95); they are satisfied with what the municipality 
is doing to develop its own employees (mean of 2.09); 
managers visibly challenge any incidents of discrimination 
and racism (mean of 1.88); the municipality keeps residents 
well informed about what basic services are offered 
(mean of 2.27); it is the duty of a manager to develop his/
her subordinates (mean of 1.73) and the monitoring and 
evaluation tool available at the municipality to measure 
performance is implemented (mean of 1.93).

The factor mean is calculated at 1.99 which is an indication 
that the respondents who are managers at the municipalities 
for this study tended to agree with the statements in Factor 
D-Three: Development.  This strengthens Makhalemele 
(2008: 63) point that municipal employees must have the 
experience, skills and be qualified and also be capacitated 
to be conversant with the acts and policies in the local 
government sphere Municipal Systems Amendment (Act of 
2000, Section 82, Schedule 3 (2). Mmapulana (2010: 8) also 
points out that due to the growing community expectations 
such as fixing of potholes, supply of electricity and water, 
refuse removal to be rendered by the municipality, it is 
therefore important for the managers to continue to develop 
new ways to meet the public demands that they are serving. 
The managers at municipalities must seek ways to improve 
their capabilities, approaches and results and transform 
their departments into high-performance institutions.

Three statements loaded on Factor four (4). These 
statements are related to the “Personal development and 
competency” factor. The communalities for statements in 
Factor Four are all above 0.5 except for statements d32 
(.300). The Cronbach’s Alpha Coefficient of this factor with 
all the items included yielded a value of 0.70 which shows 
sufficient reliability.

The factor mean is calculated at 1.35 which is an indication 
that the respondents who are managers at the municipalities 
for this study tended to agree with the statements in Factor 
D-Four: Personal development and competency.
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The abovementioned discussion indicating that the 
respondents who are managers at the municipalities for this 
study tended to agree with the statements in Factor D-Four: 
Personal development and competency is supported by 
Rule in Makhalemele (2008: 63) pointing out that in order 
for municipalities to function properly and to provide efficient 
and effective service delivery to the communities, they have 
to recruit and select competent and skilled employees. 
Such employees must have the experience, skills and be 
qualified and also be capacitated to be conversant with the 
Acts and policies in the local government sphere such as 
the Municipal Systems Amendment (Act of 2000, Section 
82, Schedule 3 (2)). Furthermore, Oberholzer (2012:3) 
also points out that municipalities must recruit, retain and 
develop the best available talent and skills, especially the 
best possible leadership in order to turnaround the situations 
at municipalities.

Comparisons of Factor B – History  
of the Municipality with Groups (Managers 
and Residents) and Municipalities

The results presented seems that the respondents who 
are managers at the Metsimaholo Local Municipality in 
this study with a mean of 2.68 and the respondents who 
are residents at the Metsimaholo Local Municipality with a 
mean of 2.77 do not differ practically significant with regard 
to the statements in “Factor B –History of the municipality” 
(d=0.08, small).  

The results also indicate that the respondents who are 
managers at the Matjhabeng Local Municipality in this 
study with a mean of 3.49 and the respondents who are 
residents at the Matjhabeng Local Municipality with a 
mean of 2.60 differ with regard to the statements in “Factor 
B –History of the municipality” (d=0.83, large), whereas 
residents tend to agree more with regard to the statements 
in Factor B –History of the municipality than managers. 

Furthermore, the results indicate that the respondents 
who are managers at the Gamagara Local Municipality in 
this study with a mean of 3.93 and the respondents who 
are residents at the Matjhabeng Local Municipality with a 
mean of 3.22 differ with regard to the statements in “Factor 
B –History of the municipality” (d=0.66, medium), whereas 

residents tend to agree more with regard to the statements 
in Factor B –History of the municipality than managers.

Comparisons of Factor C – Effective Service 
Delivery with Groups (Managers and 
Residents) and Municipalities

From the results obtained it follows that there is no 
significant interaction effect, but there is a significant main 
effect. Managers and residents differ with regard to the 
statements in Section C – Effective Service Delivery with 
a medium effect (d=0.64), where managers tend to agree 
more than residents with regard to the statements in Factor 
C – Effective Service Delivery. 

The Effect Size with regard to Factor C –Effective Service 
Delivery makes it clear that the difference between the 
Gamagara Local Municipality vs the Metsimaholo Local 
Municipality is large with 1.12 and that the difference 
between the Gamagara Local Municipality vs Matjhabeng 
Local Municipality is also large with 1.47 and it is considered 
as practically significant. Managers and residents of the 
well performing municipality (namely, the Gamagara Local 
Municipality) agreed more than the managers and residents 
of the two poor-performing municipalities, (namely the 
Metsimaholo Local Municipality and the Matjhabeng Local 
Municipality) with regard to the statements in Factor C – 
Effective Service Delivery.

Comparisons of Factors D1 – D4 with 
Municipalities

Comparisons of Factor D1 - Performance 
monitoring and evaluation with Municipalities

The results indicate that the respondents in the three 
municipalities, namely the Metsimaholo Local Municipality, 
the Matjhabeng Local Municipality and the Gamagara Local 
Municipality did not differ practically significantly.

Comparisons of Factor D2 – Professionalism 
with Municipalities

The results indicate that the respondents who are 
managers at the Gamagara Local Municipality and the 
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Matjhabeng Local Municipality in this study with means of 
1.44 and 1.28 respectively, tend to agree with a larger margin 
than the respondents who are managers at the Metsimaholo 
Local Municipality with a mean of 2.14 with regard to the 
statements loaded in Factor D2 – Professionalism (d = 1.38 
and 1.12 respectively).

Comparisons of Factor D3 – Development 
with Municipalities

The results clearly show that the respondents who are 
managers at the Gamagara Local Municipality in this study 
with a mean of 1.65 tend to agree with a larger margin than 
the respondents who are managers at the Metsimaholo 
Local Municipality and the Matjhabeng Local Municipality 
with means of 2.19 and 2.09 respectively, with regard to the 
statements loaded in Factor D3 – Development (d = 0.66 and 
0.54 respectively).

Comparisons of Factor D4 - Personal 
development and competency with 
Municipalities 

The results clearly indicate that there is no statistical or 
practical difference in agreement by the respondents who are 
managers at the three municipalities, namely the Metsimaholo 
Local Municipality, the Matjhabeng Local Municipality, and the 
Gamagara Local Municipality  in this study with regard to the 
statements loaded in Factor D4 – Personal development and  
competency.

Comparisons of Factors D1 – D4 with 
Municipalities for Biographical Data 

The authors documented the comparisons of Factor D1 
- Performance monitoring and evaluation, Factor D2 – 
Professionalism, Factor D3 – Development and Factor D4 
- Personal development and competency with the three 
selected municipalities, namely the Metsimaholo Local 
Municipality, the Matjhabeng Local Municipality, and the 
Gamagara Local Municipality for biographical data and are 
discussed below:

The Developed Managerial Model (Structural 
Equation Model) For Merged Municipalities

The primary objective of this study was to develop 
a managerial model for merged municipalities with 
reference to two poor performing municipalities in the 
Free State Province and a well performing municipality in 
the Northern Cape Province. From the questionnaire that 
was distributed to the managers, there was a Section D, 
that dealt with issues of management and the questions 
were only applicable to be completed by managers and 
not residents. Four factors were identified as Factor 
D1- Performance monitoring and evaluation, Factor D2 - 
Professionalism, Factor D3 - Development and Factor D4 
- Personal development and competency.
   
The abovementioned four factors identified have a direct 
impact on the efficient and effective delivery of services 
at municipalities (Ellis, 2014). The aforementioned 
statement by Ellis is supported by Powell (2010) who 
indicates that municipal officials requires to discharge 
their responsibilities with prudence and in an efficient, 
transparent, and accountable manner thus promoting 
good governance. Furthermore Mmapulana (2010: 8) is of 
the view that the managers at the municipalities must seek 
ways to improve their capabilities, approaches and results 
and transform their departments into high-performance 
institutions. Furthermore, Oberholzer (2012:3) also points 
out that municipalities must recruit, retain and develop 
the best available talent and skills, especially the best 
possible leadership in order to turnaround the situations 
at municipalities.

Two of the four factors identified, Factor D1 - Performance 
monitoring and evaluation and Factor D2 - Professionalism 
are supported by Mmapulana (2010: 8) indicating that 
performance management is very critical in both the private 
and public sector as performance cannot be measured 
without using different measurement systems, such as 
ratings, performance outcomes and customer satisfaction 
(Factor D2 – Professionalism) with regard to the rendered 
service or sold product. The first statement in this paragraph 
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is further supported by Ajam (2012:6-10) indicating that 
human resource management in municipalities is often 
weak. Characterised by many vacancies for key positions 
like performance and monitoring officers/managers and 
ineffective performance management systems as in the 
case at the Metsimaholo Local Municipality with a vacancy 
rate of 61%.

Furthermore, Factor D3- Development of the four factors 
identified is supported by the Municipal Finance Management 
(Act, No.56 of 2003, Section 78 (1)(b)), indicating that 
municipalities require to “take reasonable steps to ensure 
that the resources of the municipality are used effectively, 
efficiently and economically”. Effective use of resources 
requires that the municipality use its resources to supply real 
services for the people residing in the municipal area. In order 
to ensure effective use of resources, the municipality will 
need to improve its information- gathering system to ensure 
that it has correct information of the needs and priorities of 
the residents and that those needs are quantified.

Factor D4 – Personal development and competency of the 
four factors identified is supported by Makhalemele (2008: 
63) by arguing that in order for municipalities to function 
properly and to provide efficient and effective service 
delivery to the communities, they have to recruit and select 
competent and skilled employees. Such employees must 
have the experience, skills and be qualified and also be 
capacitated to be conversant with the Acts and policies 
in the local government sphere such as the Municipal 
Systems Amendment (Act of 2000, Section 82, Schedule 
3 (2). Furthermore, Lotich (2010) indicates that motivated 
employees value structure, development and a plan for 
growth.  An effective performance management system can 
help employees reach their full potential and this is positive for 
both the employee and manager. A good manager takes pride 
in watching an employee grow and develop professionally. 
If a good performance management system is done well, it 
can be a positive way to identify developmental opportunities 
and can be an important part of a succession planning 
process.  All employees are on a development journey and 
it is the organisation’s responsibility to be preparing them 
for increased responsibility. Chapter Ten of the Constitution 
of the Republic of South Africa, Section 195 (1), states 
that public administration/institutions must be governed by 

the democratic values and principles indicating that sound 
human-resource management and career-development 
practices, must be cultivated to maximise human potential.

CONCLUSION

According to Section 152 of the Constitution of the Republic 
of South Africa (Act, No. 108 of 1996), a municipality must 
strive, within its capacity, to achieve the objectives regarding 
efficient and effective service delivery such as proper roads, 
removal of refuse, and access to electricity and water. The 
Constitution of the Republic of South Africa determines that 
municipalities (also referred to as Local Government) must 
annually review the following guidelines:

• Determine the needs of the community.

• Set its priorities to meet those needs.

• Set its processes for involving the community.

• Determine its organisational and delivery mechanisms 
(including management) for meeting the needs of the 
community.

• Determine its overall performance (including 
management) in achieving the aforementioned 
objectives.

• Ensure that its political structures, political office bearers 
and managers and other staff members align their roles 
and responsibilities with the priorities and objectives set out 
in the municipality’s Integrated Development Plan (IDP). 

For a municipality (including the two selected poor-
performing municipalities in the Free State Province, namely 
the Metsimaholo Local Municipality and the Matjhabeng 
Local Municipality, and the one well performing municipality 
in the Northern Cape Province, namely the Gamagara Local 
Municipality) to achieve the abovementioned objectives, 
it must have proper management systems or tools such 
as waste management, communication management, 
human resource management, political and administrative 
management and financial management, in place and also 
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appoint managers with the necessary required and relevant 
qualifications, experience and skills to adhere to Section 152  
of the Constitution of the Republic of South Africa (Act, No. 
108 of 1996). This will secure an efficient and well-functioning 
management team that will be able to deliver services that 
will address people’s needs.

Powell (2010) argues that municipalities are constitutionally 
responsible for the delivery of a range of services, such as 
removal of refuse and access to water and electricity to the 
community in an effective and efficient manner, which is why 
local municipalities are largely understood in terms of service 
delivery. Van Stuyvesant Meijen (2007:5) indicates that a 
core concern of local municipalities is thus service delivery.

Holliman (2010:1) notes that because municipalities are 
more closely aligned with corporation in their management 
structures, they are also more likely to have flexibility 
in prescribing the application of management models 
throughout the entire enterprise.According to Eskildsen et al. 
(2009), in light of a growing number of management models 
used in organisations, questions regarding their nature, 
validity and applicability are becoming more and more 
important. Although there are many different management 
models, this research study, provides definitions of three 
selected prominent, service-orientated management models 
namely Higgins (2005) 8-S model, Deming’s Fourteen Points 
for Management and the Service-Profit-Chain as well as a 
concise overview of their background. These three models 
are some of the most familiar models for organisations dealing 
with services. They are relevant for this study that deals with 
municipalities of which the core business is service delivery.

A management model aims to improve performance of an 
organization by clearly defining objectives that are agreed 
upon by both management and employees.
Holliman (2010:3) writes that there is no evidence from 
literature study that suggests well-known and established 
management models that have been implemented in 
municipalities. Based on the aforementioned statement 
by Holliman, the researcher selected the following three 
management models, namely the Higgins (2005) 8-S model, 
Deming’s Fourteen Points for Management and the Service-
Profit-Chain as they are service delivery orientated and 
because the study focuses on municipalities, with the core 

business or function being service delivery. Furthermore, 
the reason why these three management models were 
selected, were because they focus on quality and strategic 
performance of service in an organisation.

Out of the three selected management models discussed 
in this study, a managerial model relevant for municipalities 
in the Free State Province was developed (see Figure 1, 
below), as to assist municipalities to achieve its constitutional 
obligations by ensuring that it delivers effective and efficient 
services to communities. Furthermore, based on the 
discussion on the three management models, the following 
commonalities are applicable, namely excellence in service 
delivery, driven by the organisational purpose: customer 
satisfaction, systems and processes to be put in place and 
be implemented: management commitment and excellent 
leadership, customer and employee satisfaction as it drives 
loyalty by the customer and excellent performance by the 
employee.

The contribution of this research is to provide evidence 
of the usefulness of the developed managerial model to 
assist municipalities in the Free State Province, to meet 
the expectations of the communities they serve. According 
to Holliman (2010:6), literature to date, provides conflicting 
results as to the viability of the various management models 
and approaches used by municipalities. He further indicates 
that current management models used by municipalities in 
the United States of America do not support managements’ 
efforts to direct organizations in ways that meet strategic 
objectives and expectations of the communities served. 
These models often lack flexibility and are not easily 
transferable from the private sector to municipalities, or even 
between municipalities. Models currently employed, do not 
adequately consider the qualitative features of municipal 
service, and do not appropriately recognize key contextual 
circumstances such as the skill, experience, and education 
of the senior management team, fiscal strength of the city or 
town, and the nature of the political environment. Essentially, 
municipal managers and their team of department head, 
should focus on what the organization can do to be effective 
in the eyes of the community, from a qualitative perspective 
versus what is accomplished via quantifiable performance 
measures. These numeric indicators often do not relate to 
functions and activities that citizens believe to be important.
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FIGURE 1: MANAGERIAL MODEL FOR MERGED MUNICIPALITIES (STRUCTURAL EQUATION MODEL)



FINANCIAL MANAGEMENT, ACCOUNTING AND INVESTMENTS
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

4545

RECOMMENDATIONS

It is clear that the developed managerial model for merged 
municipalities (Structural equation model), the four 
identified factors from Section D – Managerial Model in the 
questionnaire, namely Factor D1 - Performance monitoring 
and evaluation, Factor D2 - Professionalism, Factor D3 - 
Development and Factor D4 - Personal development and 
competency will form the important pillars of the developed 
managerial model for merged municipalities or Structural 
Equation Model (SEM), in order to deliver effective and 
efficient services.

Although some progress has been made with regard to 
the delivery of basic services such as electricity and water, 
there is still a pressing need amongst all communities in 
South Africa (including these communities of the three 
selected municipalities) for improved and better service 
delivery. There is also increasing frustration and anger 
by the communities at the inability of the management 
of municipalities to do what is expected of them, due to 
lack of skills, expertise and relevant qualifications in order 
to execute their duties. Based on the empirical results it 
is recommended that municipalities recruit and appoint 
people with the relevant skills, expertise and qualifications 
in order to do execute their duties.  The afore mentioned 
recommendations is also supported by Oberholzer 
(2012:2) by pointing out that cadre deployment without 
adequate skills, relevant qualifications and the relevant 
experience have shattered the confidence of the majority 
of our people in our local government system.

Two of the four factors identified, Factor D1 - Performance 
monitoring and evaluation and Factor D2 - Professionalism 
are supported by Mmapulana (2010: 8) indicating that 
performance management is very critical in both private 
and public sector as performance cannot be measured 
without using different measurement systems, such as 
ratings, performance outcomes and customer satisfaction 
(Factor D2 – Professionalism) with regard to the rendered 
service or sold product. The first statement in this paragraph 
is further supported by Ajam (2012:6-10) indicating that 
human resource management in municipalities is often 
weak. Characterised by many vacancies for key positions 
like performance and monitoring officers/managers and 

ineffective performance management systems as in 
the case at the Metsimaholo Local Municipality with a 
vacancy rate of 61% (Annual Report 2012/13). Based on 
the empirical results it is recommended that performance 
must be monitored and evaluated at municipalities as 
performance management can help municipalities to 
work more effectively towards meeting development 
challenges, because it allows them to assess the impact 
of the various strategies they are pursuing. Furthermore, 
performance monitoring and evaluation can also enhance 
accountability, because it allows municipal councillors and 
staff, and local communities, to monitor whether they are 
receiving value for money spent on various services such 
as water, electricity and refuse removal.

Based on the empirical results it is recommended that 
managers at municipalities be professional in executing 
their duties. This is supported by Powell (2010) indicating 
that this requires municipal officials to discharge their 
responsibilities with prudence and in an efficient, 
transparent, and accountable manner thus promoting 
good governance.

Based on the empirical results it is recommended that 
managers at municipalities must be developmental and 
come up with ways to improve the effective and efficient 
delivery of services in the municipal area. Makhalemele 
(2008: 63) agrees with the afore mentioned statement 
by pointing out that municipal employees must have the 
experience, skills and be qualified and also be capacitated 
to be conversant with the acts and policies in the local 
government sphere Municipal Systems Amendment (Act 
of 2000, Section 82, Schedule 3 (2). Mmapulana (2010: 
8) also points out that due to the growing community 
expectations such as fixing of potholes, supply of 
electricity and water, refuse removal to be rendered by the 
municipality, it is therefore important for the managers to 
continue to develop new ways to meet the public demands 
that they are serving. The managers at municipalities 
must seek ways to improve their capabilities, approaches 
and results and transform their departments into high-
performance institutions.

Based on the empirical results it is recommended that 
managers at municipalities must have the experience 
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that is useful for the job they are doing; the skills they 
are having are useful for the job they are doing and they 
have the necessary education to perform their jobs well. 
The afore mentioned recommendation competency is 
supported by Rule in Makhalemele (2008: 63) pointing 
out that in order for municipalities to function properly 
and to provide efficient and effective service delivery 
to the communities, they have to recruit and select 
competent and skilled employees. Such employees 
must have the experience, skills and be qualified and 
also be capacitated to be conversant with the acts 
and policies in the local government sphere Municipal 
Systems Amendment (Act of 2000, Section 82, Schedule 
3 (2)). Furthermore, Oberholzer (2012:3) also points 
out that municipalities must recruit, retain and develop 
the best available talent and skills, especially the best 
possible leadership in order turnaround the situations at 
municipalities.
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A COST ANALYSIS OF COAL-FIRED ENERGY VERSUS 
RENEWABLE WIND ENERGY

ABSTRACT

The cost of energy and national power utility Eskom, is 
under heated debate after the cost of electricity has 
more than doubled from 2013 to 2016, with another five 
annual increases of 8% approved by the National Energy 
Regulator of South Africa. The state owned utility has a 
monopoly on electricity production in South Africa having 
sole ownership over the transmission and distribution 
of electricity. Eskom produces 95% of South Africa’s 
electricity, predominantly from coal fired power stations, 
which is one of the leading causes why the country is 
one of the highest carbon dioxide emitters in the world. 
The question of independent power production and the 
use of our abundant renewable resources for electricity 
generation have been at the forefront with critics arguing 

against the heavy increases absorbed by industry and 
consumers.

The primary objective of the study is to determine if wind as a 
renewable energy source is price competitively with Eskom. 
From the literature it is clear that wind and solar, on a large 
scale, are competitive with the levelised cost of Eskom’s 
new build coal power plants and particularly wind, is lower 
than the grid price in 2017. The empirical study focused on 
a smaller scale of 1 to 5 megawatt and concluded that the 
levelised cost of wind energy is lower than Medupi coal fired 
power plant, under construction.

Keywords:  Eskom, independent power producers 
(IPPs), levelised cost of energy (LCOE), National Energy 
Regulator of South Africa (NERSA), wind power
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INTRODUCTION

The question of independent power production and the use of 
our abundant renewable resources for electricity generation 
have been at the forefront with critics arguing against the 
heavy increases absorbed by industry and consumers 
(Yelland, 2012). The Department of Energy (DoE) has 
obtained Government and Treasury approval under section 
78 of the Public Finance Management Act Number 1 of 1999, 
to enter into long-term, 20-year agreements with preferred 
independent power producers (IPPs) for the supply of 
renewable energy into the Eskom grid (South Africa, 2010). 
The former Eskom chief executive officer, Brian Dames, has 
indicated that Eskom was required to pay an average of about 
R2.00 per kilowatt-hour (kWh) for renewable energy from 
IPPs in the five year period from 2013 to 2017. This, Dames 
said, was significantly higher than the average price of non-
renewable electricity from IPPs that it currently procures at 
R0.71 per kWh (Yelland, 2012). Dames further indicated that 
the levelised cost of energy from Medupi and Kusile would 
be significantly lower than R0.71 per kWh and that Eskom’s 
average cost of electricity, at the time, was R0.31 per kWh 
(Yelland, 2012). These numbers are seriously challenged 
by critics who argue that the levelised cost of new electricity 
from the Medupi and Kusile coal-fired power stations will be 
much higher. The latest calculations reported that the cost at 
Medupi is going to be R1,05/kWh and R1,19/kWh at Kusile 
(Yelland, 2016).

The energy department and treasury facilitate the entry of 
independent green energy providers through the renewable 
energy independent power producer procurement 
programme (REIPPPP). The programme has received 
several international awards and is rated the seventh best of 
its kind internationally (South Africa Department of Trade and 
Industry, 2013:3).

The shortfall of electricity under peak demand and high tariffs 
has placed a serious restraint on industrial growth in South 
Africa. This requires an urgent change in future energy plans 
according to National Planning Commission (NPC) said a 
member, Anton Eberhard (Anon., 2013). The construction of 
the two new coal power stations is estimated to cost around 
R340 Billion. The Medupi power station in Limpopo has 
started to contribute to the grid and Kusile, in Mpumalanga, 

is still in process. Eberhard said that it’s a smarter strategy to 
adopt smaller scale plants, more flexibly and more quickly to 
match demand in the country” (Anon., 2013).

PROBLEM STATEMENT

Although the renewable energy space is a well 
discussed topic, it is not well scientifically documented 
from an economic standpoint. The research evaluates 
the levelised cost of electricity for wind as a renewable 
energy technology, and provides an economic basis for 
determining the financial viability of this technology on 
small, medium and large scale. It is thus the intention 
of this study to determine the financial viability and 
practicality of wind as a solution to the energy crisis in 
South Africa

OBJECTIVES

The primary objective is to determine if wind energy is price 
competitive with the current state owned utility Eskom. The 
objective is to not only look at the current scenario but also 
to the future price projections and the point where wind 
energy is on parity with Eskom’s coal price energy. For 
this purpose the Levelised Energy Cost (LEC) calculation 
method will be used.

SOUTH AFRICAN ELECTRICITY SUPPLY

South Africa produces approximately 240 300 gigawatt-
hours (865 000 TJ) of electricity annually. The majority of 
this electricity is consumed domestically, but approximately 
12 000 gigawatt-hours is annually exported to Swaziland, 
Botswana, Mozambique, Lesotho, Namibia, Zambia, 
Zimbabwe and other South African Development countries 
participating in the Southern African Power Pool. South 
Africa supplements its electricity supply by importing 
around 9 000 gigawatt-hours per year from the Cahora 
Bassa hydro-electric generation station in Mozambique 
via the 1 000 MW Cahora Bassa high-voltage direct 
current transmission system (Department of Minerals and 
Energy, 2010:15).
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Most power stations in South Africa are owned and 
operated by Eskom and these plants account for 95% of 
all the electricity produced in South Africa and 45% of all 
electricity produced on the African continent (South Africa 
Department of Energy, 2016). Eskom was established in 
1923 and converted into a public company on 1 July 2002. 
The utility is the largest producer of electricity in Africa and 
whilst Eskom does not have exclusive generation rights, 
it has a monopoly on bulk electricity provision. It also 
operates the integrated national high-voltage transmission 

system and supplies electricity directly to large consumers 
such as mines, mineral beneficiates and other large 
industries (South Africa Department of Energy, 2013a:19). 
According to Eskom’s integrated results for the year ended 
31 March 2014, 85.1% of its current capacity is from coal 
fired power stations with 5.7% supplied by Open Cycle 
Gas Turbines (OCGT) used as backup generation during 
peak periods when demand is exceeding its current base 
load capacity, as indicated in Figure 1.

FIGURE 1: ESKOM GENERATION CAPACITY BY ENERGY SOURCE 

Source: (Matjila, 2014: 8)

ELECTRICITY PRICE INCREASES AND 
GLOBAL COMPARISON

In 1990 a kilowatt-hour (kWh) of electricity had cost merely 
8 cents, by 2007 the average price had risen to just less 
than 20 cents. Seven years later, the average electricity 
selling price is 68 cents/kWh. Eskom was proposing an 
increase in electricity prices to R1.28/kWh by 2018 with 
five 16% increases, year-on-year, as part of its third multi-

year price determination (MYPD3). However, the National 
Energy Regulator of South Africa (NERSA) granted the 
power utility an 8% average increase per annum over the 
next five years (ESKOM, 2014a). South Africa’s electricity 
prices had rocketed by more than 170% over the past 
five years, whilst administered prices in other countries 
had decreased by more than 36% in the past decade 
(Seccombe, 2013).
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CARBON EMISSIONS AND GLOBAL 
WARMING

South Africa’s reliance on coal, not only for electricity 
supply but total energy is significant. Presently, about 
72% of the country’s primary energy needs are provided 
by coal and 81% of all coal consumed domestically goes 
towards electricity production (Department of Energy, 
2014). Historically this has given South Africa access to 

cheap electricity, but it is also one of the leading causes 
why the country is in the top 20 list of carbon dioxide 
emitting countries. This is unlikely to change significantly 
in the next decade, due to the relative lack of suitable 
alternatives to coal as an energy source (Ferreira, 2009).
Figure 2 illustrates the primary supply of energy in South 
Africa.

Natural gas

Oil 22%

Coal 72%

Nuclear 3%
renewables <1%

FIGURE 2:  TOTAL PRIMARY ENERGY SUPPLY IN SOUTH AFRICA

Source: (British Petroleum, 2013:40)

Carbon dioxide is a greenhouse gas, making South 
Africa one of the largest contributors to global warming 
per capita and Gross Domestic Product in the world. 
The burning of fossil fuels such as coal, oil and natural 
gas and extensive deforestation has contributed to 
a 40% increase in the atmospheric concentration of 
carbon dioxide, from 280 to 392.6 parts per million in 
2012 and has increased to 400 parts per million in the 
northern hemisphere. However, in its commitments to 
prevent climate change and support the Kyoto protocol, 

the South African government is looking to implement 
a carbon tax. In last year’s Carbon Tax Policy Paper, 
the National Treasury said that the proposed carbon tax 
would be levied at R120 per ton of CO2 effective from 
January 1, 2015. To the relief of big industry players such 
as Arcelor Mittal, Sasol and Eskom, the implementation 
has been postponed. The effect of the carbon tax on 
electricity prices is estimated to be 12 cents per kilowatt 
hour which is sure to ultimately be passed onto the 
consumer (Carbon Report, 2014).
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INDEPENDENT POWER PRODUCERS

South Africa has a high level of renewable energy potential 
and presently has put in place a target of 10 000 GWh 
to be generated from renewable energy sources. The 
Minister has determined that 3 725 megawatts (MW) 
is required from renewables to ensure the continued 
uninterrupted supply of electricity. This IPP Procurement 
Programme was initially designed to contribute towards 
the target of 3 725 megawatts and towards socio-
economic and environmentally sustainable growth in 
order to start and stimulate the renewable industry in 
South Africa. The procurement of renewable energy 

takes place in five bid windows known as the renewable 
energy bidding programme (REBID). Under bid window 
one, the Department entered into 28 agreements on 
5 November 2012. Under the second bid window, the 
Department entered into 19 agreements on 9 May 2013. 
With competitive bidding, the Department has seen prices 
decline during the progression of the programme and 
with the announcement of the preferred bidders under bid 
window three on the 4th of November 2013; it was evident 
that South Africa is ready to enter a new era of electricity 
generation (Department of Energy, 2013b). The decline in 
electricity prices of the contracted bidders is evident from 
the figure below:
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FIGURE 3: DECLINE IN ELECTRICITY PRICES FROM COMPETITIVE BIDDING IN THE REIPPPP

Source: Adapted from (Department of Energy, 2012) & (Department of Energy, 2013b)
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Figure 3 shows how the weighted average cost of 
renewable energy in the procurement programme has 
declined rapidly from R2.28 per kWh in the first window 
to R1.43 in the second window and then even further 
to below R1.00 per kWh in the third bid window. The 
combined cost of procuring renewable energy under the 
REIPPPP, based on April 2013 pricing, is R1.56 per kWh. 
It is remarkable how the cost of wind energy has reduced 
to R0.74 per kWh under bid window three due to the fierce 
competitive bidding process (Department of Energy, 2012) 
& (Department of Energy, 2013b).

With the abundance of coal, South Africa’s cost of electricity 
has historically been among the lowest in the world, but a 
lack of infrastructure planning and increases far exceeding 
inflation has led to the question of where South Africa 
ranks with other countries. In addition, the majority of the 
state owned utility’s sales (41.9%) are to municipalities. 
These local authorities are responsible for the upgrading 
and maintenance of their own distribution networks and 
sell the electricity onto smaller industries and domestic 
users at an inflated rate. A residential owner residing in 
Ekurhuleni (Gauteng) is paying R1.27 per kWh in 2014 
which is 187% more than the weighted average tariff that 
Eskom is selling the electricity to its clients (Ekurhuleni, 
2014a). From 2014 it has already risen up to R1.78per 
kWh (Ekurhuleni, 2016).

South-Africa has great domestic renewable energy 
potential, which could be used to provide much needed 
energy in an affordable and secure manner, and to 
contribute to universal access to modern energy while 
avoiding negative environmental impacts (IRENA, 
2013:13). South Africa’s renewable energy resources 
could be able to supply 94% of the country’s electricity 
demand by 2050 according to the South African energy 
revolution (Teske, Adam & Smith, 2011:41). Historically, 
coal and nuclear projects have received favourable 
government funding and subsidies. Aversion to taking risk 
in the initial development of renewable energy projects 
is also a barrier to entry as many projects fail to reach 
financial closure (Department of Environmental Affairs, 
2011:47). One type of funding mechanism that has proven 
to be very successful in Europe, particularly Germany, 
is the use of a Feed in Tariff System (FITS). This means 

that renewable energy projects are paid a fixed tariff for 
every kWh fed into the grid and any additional costs of the 
system is carried by the taxpayer and electricity users. As 
this increases and more renewable power is sold into the 
grid, the additional system costs decrease (Teske et al., 
2011:44).

In South Africa, FITS will encourage renewable energy 
and the establishment of a decentralised grid as more and 
more small generators will be able to sell electricity. This 
mechanism would also help to level the financial playing 
field for renewable energy projects versus conventional 
technologies and aid the development of smart grid 
technology. Part of the conditions of the REIPPPP and 
SPIPPPP is that 30% of the bid scoring is allocated to 
economic development which includes local content 
contributions, black economic empowerment and the 
promotion of small to medium enterprise participation 
(Gets & Mhlanga, 2013:22).

More ambitious policies from government are required 
to promote local manufacturing and the development 
of renewable energy, which is at current a barrier to the 
industry. In addition, the current large centralised grid does 
not cater for the uptake of small renewable projects and 
feed in of electricity. These barriers along with the lack of 
awareness and expertise from public and private sector, 
on renewable technologies, are preventing the industry 
from reaching its full potential (Gets & Mhlanga, 2013:22). 
Renewable energy is energy derived from resources such 
as sunlight, wind, rain, tides, waves and geothermal heat 
which are naturally replenished within a human time scale 
(Maczulak, 2010:8). Currently, a third of South Africa’s 
population does not have energy access and those that 
do, often cannot afford it.

Wind power involves converting wind energy into electricity 
by using wind turbines. A wind turbine is composed of 3 
propeller-like blades called a rotor. The rotor is attached to 
a tall tower that looks like a very tall pole. On average wind 
towers are about 20m high to take advantage of stronger 
wind currents higher from ground (Energy Matters, 2013). 
Wind is produced by atmospheric changes and changes 
in temperature and pressure makes the air move around 
the surface of the earth. The wind makes the rotor spin; 
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as the rotor spins, the movement of the blades spinning 
gives power to a generator which makes energy. The kinetic 
energy from the motion of the wind turbine turning is then 
converted into electricity. Because the wind is a source of 
energy which is non-polluting and renewable, wind turbines 
create power without using fossil fuels, without producing 
greenhouse gases, radioactive – or toxic waste and reduce 
global warming (Bloch, 2008).

As of 2011, Denmark is generating more than a quarter of its 
electricity from wind and 83 countries around the world are 
using wind power to supply the electricity grid. In 2010, wind 
energy production was over 2.5% of the total worldwide 
electricity usage, and growing rapidly at more than 25% 
per annum (Green Life, 2014). Worldwide there are now 
over two hundred thousand wind turbines operating, with 
a total nameplate capacity of 282,482 MW as of the end of 
2012 (Aeris, 2014). 

Wind as an energy source is only practical in areas 
that have strong and steady winds. South Africa 
has fair wind potential, especially along the coastal 
areas of Western and Eastern Cape. The first large 
scale wind farm in South Africa became operational 
in 2014, and others are in planning and construction 
stages. Eskom has constructed one small scale 
prototype wind farm at Klipheuwel in the Western Cape 
and another demonstration plant near Darling. Under 
the Government’s renewable energy programme for 
independent power producers, a consortium led by 
British company Globeleq constructed a 138 MW wind 
farm in Jeffrey’s Bay, one of the largest in Africa. With 
8.4 GW of new build generation to come from wind 
power by 2030, South Africa is set to become one of the 
global powerhouses in wind generation over the next 
two decades (Lenmanciya, 2014).

FIGURE 4: ESTIMATED MEAN ANNUAL WIND SPEEDS ACROSS SOUTH AFRICA

Source: (GENI, 2014)
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LEVELISED ENERGY COST APPROACH

Levelised energy cost (LEC) also known as levelised 
cost of energy (LCOE) is a calculation of the cost 
of generating electricity at the point of connection to a load 
or electricity grid. It comprises the initial capital, discount 
rate, as well as the costs of continuous operation, fuel 
and maintenance. This type of calculation assists policy 
makers, researchers and others to guide discussions in 
strategic decision-making (Pearce, 2013).

LEC is determined by dividing the project’s total cost 
of operation by the energy generated. The total cost of 
operation should include all costs that the projects incurs 
and may incorporate any salvage or residual value at the 
end of the project`s lifetime, if applicable. The formula to 
calculate the LEC is given below (Taylor, 2013: 82):

                                                     (2)

Where:

•  = Average lifetime levelised electricity 
generation cost

•  = Investment expenditures in the year t

•  = Operations and maintenance 
expenditures in the year t

•  = Fuel expenditures in the year t

•  = Electricity generation in the year t

•  = Discount rate

•  = Life of the system

The LEC is calculated over the project lifetime (n) which 
is typically, 20 to 40 years and is expressed in units of 
currency per kilowatt-hour, for example R/kWh. It is the 
constant unit cost of a payment stream that has the same 

present value as the total cost of building and operating 
a generating plant over its life (Black & Veatch, 2011:2). 
Initial upgrading cost for power lines, distribution and 
transmission network costs are all factors that should 
be considered whether or not they are included in the 
calculation. Other factors to consider are tax calculations, 
research and development costs, environmental impact 
studies, costs of government subsidies and impacts on 
public health.

Another key component is the discount rate used in the 
formula as this can be the determining factor in swinging 
the decision from one option to another. The discount rate 
is used to convert future costs to a present value and is 
typically based on market interest rates or weighted cost 
of capital. The use of a specific discount rate should be 
substantiated and based on industry norms and standards. 
The discount rate and project lifetime is used to calculate 
the capital recovery factor (CRF) with the following formula 
(Black & Veatch, 2011:3):

                                                      (3)

Using the capital recovery factor, equation 2 can then be 
rewritten into equation 4 below, which is known as the 
simplified LCOE or SLCOE (Black & Veatch, 2011:4):

                                                        
(4)

Another way to calculate the levelised cost of energy is 
the financial model approach, whereby a financial model is 
constructed that solves for the required revenue to achieve 
a certain internal rate of return over the project lifetime 
(Black & Veatch, 2011:5). The revenue is determined by 
the electricity price as input which is the levelised cost of 
energy. The reason that the financial model is preferred 
over the SLCOE is because it captures the impacts of 
tax incentives and depreciation as well as more complex 
financing assumptions and revenue requirements for an 
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independent power producer such as the research and 
development costs mentioned above. In the empirical 
study to follow, the SLCOE as well as the financial model 
approach is used for comparison purposes.

COST OF MEDUPI

The Medupi power station is expected to cost R105 Billion 
excluding capitalised borrowing costs (ESKOM, 2014a). 
In July 2013 Eskom said that the plant start-up would 
be delayed until 2014, and fully commissioned by 2017, 
due to rising costs and labour unrest. When all interest 
and finance costs are included up to completion, the 
price of Medupi is expected to be R170 billion (Donnelly, 
2012). The estimates for nominal new Eskom coal 
power range from NERSA’s 97c/kWh to Standard Bank’s 
estimate that Kusile will cost R1.38/kWh in 2019, when 
it is commissioned. These revelations that electricity from 
Medupi could come in at an estimated 97c/kWh suggest 
South Africa could have got better value from renewable 
technologies such as wind (Gets & Mhlanga, 2013:18). To 
further add to this, the LCE for Medupi does not include 
Carbon Tax and its sensitivity to the coal price as viewed 
by the Energy Intensive User Group of Southern Africa 
(EIUG) (Collins, 2013:55):

The empirical study will evaluate wind technology on 
a smaller scale of 1 MW to 5 MW with specific focus 

on the price caps per technology for the SPIPPPP. The 
information obtained from the empirical study will be used 
to calculate the simplified levelised cost of energy and by 
constructing a financial model to determine the LCOE. The 
results (on a smaller scale) can then be used to determine 
the viability of wind power production in its entirety.

EMPIRICAL STUDY

Quantitative research provides the fundamental connection 
between empirical observation and mathematical 
expression of quantitative relationships (Charles & Mertler, 
2002). The data sets were completed by five participants 
within the scale from 1 MW electrical output to 5 MW per 
technology. For wind the focus was on Port Elizabeth, 
Eastern Cape, as a basis for installation. Data collected 
through data sheets and questionnaires were scanned 
and stored in electronic format to ensure safekeeping of 
information. All data used in the Excel model were linked to 
the relevant data sheet for audit and verification purposes. 
To prepare the data for analysis the researcher assigned 
a numeric value to each response category and variable. 
Ethics has become a cornerstone for conducting effective 
and meaningful research. Throughout the research there 
was a focused drive on obtaining letters of consent, 
obtain permission to interview participants and voluntary 
participation An overall layout of the empirical study is 
given by the figure 5 below:
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LEC = Average lifetime levelised electricity generation 
cost

LT = Investment expenditurs in the year 1
MT = Operations and maintenance expenditures in 

the year 1
Fr = Fuel expenditures in the year 1
Er = Electricity generation in the year 1
r = discount rate
n = Life of the system

Hypothesis Testing

Independent Variables
Eskom LEC

Inflation
Exchange Rates

Renewable Technologies

Wind

Economic Viability
Application and scale

Outlook and Future prospects

Control  Variables
Capital cost in ZAR/MW

Interest rate on debt
Percentage of capital debt financed

Loan tenor

Extrancous Variables
plant location,

local and national regulations 
proximity to grid for feed-in

FIGURE 5:  OVERALL LAYOUT OF EMPIRICAL STUDY

MEASURING INSTRUMENTS

A purposeful sample of international industry leaders 
in the technology supply and installation of the wind 
technologies, well-established project developers and 
independent power producers in South Africa were selected 
to complete the questionnaires. Five different participants 
were requested to complete the questionnaire and careful 
consideration was given to ensuring their confidentiality 
and the purpose of the evaluation is to calculate the LCOE 
for wind technology. Each questionnaire consists of a list 
of technical, commercial and timing inputs required from 
the participant for different sized installations ranging from 

1MW to 5MW in scale. Each questionnaire will therefore 
yield a different output and LCOE for 1-, 2-, 3-, 4- and 5 
MW resulting in a total of 25 LCOE results for the entire 
study. The purpose is therefore to evaluate the viability of 
renewable independent power production in South Africa 
and economies of scale within the 1-5 MW limits of the 
Small Projects Independent Power Producer Procurement 
Programme (SPIPPPP) and to compare these results to 
the results of the larger Renewable Energy Independent 
Power Producer Procurement Programme (REIPPPP) as 
discussed in the research study. The system boundaries 
for the onshore wind measuring instrument are illustrated 
in the figure 6 below.
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Wind turbines
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infrastructure

Electricity
generation

Grid connection
and power
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onshore 69 m amsl 1km to grid

FIGURE 6: SYSTEM BOUNDARIES FOR ONSHORE WIND TECHNOLOGY QUESTIONNAIRE

The variables inside the system boundaries are the 
parameters supplied to the technology provider in the 
questionnaire in order to size the plant for the specific 
output. These parameters (assumptions of the study) are 
summarised as follows (Ayodele, Jimoh, Munda, & Agee, 
2012: 35):

• Project elevation is 69 meters above mean sea level 
(Port Elizabeth, South Africa)

• Annual mean wind velocity = 5.099 m/s

• Annual variance in wind velocity = 10.585 m/s

• Most probable wind speed = 3.176 m/s

• Maximum wind speed = 9.314 m/s

• Wind power density = 196.625 W/m2

• Grid connection point is a distance of 1km from the 
generation point

Wind speed characteristics and Weibull parameters for 
the shape factor (k) and scale factor (c) in Port Elizabeth 
was based on a study conducted by Ayodele et al 
(2012:35).

FINANCIAL MODEL

A financial model was developed in Microsoft Excel to 
determine the LCOE taking into consideration more 
complex financial structures, tax incentives, depreciation 
calculations and revenues and costs associated with by-
products, not considered when calculating the SLCOE.
The overall layout of the financial model is given in figure 
7 below:
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Questionnaires

Data

Drawdown Amortisation 
Table

Income 
Statement

Balance Sheet

Financial 
indicators IRR, 

NPV, Ratios

Cash Flow
Statement

Target IRR
reached?

LCOE

No
Yes

Change electricty selling price input

Project and
Financial

inputs

FIGURE 7: OVERALL LAYOUT OF FINANCIAL MODEL

The technical, commercial and timing information are 
obtained from the completed questionnaires and fed into 
the model as inputs. This information along with other 
inputs, data and control variables are captured in the 
“Project and Financial inputs” sheet. The total project cost 
and drawdown schedule from the questionnaire is used 
to calculate the monthly drawdown of capital funds during 
the construction period. The drawdown and interest on 
the debt portion is given in the “Drawdown” sheet. All 
construction interest is then capitalised as part of the 
total capital and the debt repayments are then calculated 
in the “Amortisation Table”. All revenues and costs are 
pulled into an annual income statement which takes into 
consideration all tax calculations and depreciation of the 
assets. The working capital assumptions and income 

is then fed into the annual balance sheet and all cash 
flows are calculated using the indirect method. After 
the annual cash flow is determined, the free cash flows 
are calculated, after all repayments, in the “Financial 
indicators” sheet which then calculates the project and 
investor internal rate of return over the project period. 
Finally, a Goal seek function is used to change the 
electricity selling price input (control variable) in order to 
achieve the required investor return. Once the investor 
return is reached, the electricity selling price is captured 
which is the levelised cost of energy for the scenario.

The discount rate (r) used in the financial model to calculate 
the SLCOE and LCOE is equal to the weighted average 
cost of capital (WACC) as given in the table 1 below:
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Table 1: Weighted average cost of capital

Description Unit Value
Debt % of Total project cost 70%
Equity % of Total project cost 30%
Interest Rate Paid %/annum 11%
Required rate of return from Equity Investor(s) % 18%
Income Tax % 28%
Weighted Average Cost of Capital % 10.94%

The WACC is calculated, using the formula given below (Megginson, Smart, & Graham, 2010:143):

With the WACC known the CRF is calculated with 
equation 4 and equal to 0.1251.

Note that the discount rate is nominal and all expenses 
and revenues in the model are escalated separately with 
the Consumer Price Index (CPI) taken as 6% but with 
the option to change their growth rate independently for 
sensitivity analysis (Investec, 2014:3).

The total capital expenditure (Capex) is calculated 
by adding the total plant equipment cost and civil 
works and grid connection, taken from the completed 
questionnaires. All development costs and premia earned 
by the project developer for conducting any initial studies 
and environmental impact assessments as well as all 
costs associated in obtaining the necessary permits are 
accounted for as 6% of Capex, allowed by the Department 
of Energy in the SPIPPPP General Requirements 
(Department of Energy. 2013c). Additionally, and 
because of the nature of the information obtained from 
the questionnaires, a 5% contingency is added as a 
percentage of Capex. The Capex, development costs + 
premia and contingency are summated to give the total 
project cost which is used as the investment expenditure 
(I) in the SLCOE formula.

The depreciation of project costs used in calculating 

the annual tax payment by the project is taken as the 
accelerated wear and tear allowance or depreciation 
deduction for renewable projects as granted under 
section 11B of the Income Tax Act (58 of 1962) (SA, 1962). 
This is equal to 50:30:20 during the first three years as 
depreciation on the total project costs. The accounting 
depreciation of all capitalised assets in the financial 
model is taken over the project lifetime equal to twenty 
years which matches the maximum off-take agreement 
for the electricity produced under the SPIPPPP (SA 
Department of Energy. 2013c).

Working capital adjustments are made for accurate cash 
flow representation by setting the accounts receivable 
and accounts payable (debtor and creditor days) on 
30 day terms, equal to 1 month. Provision is also 
made for a maintenance reserve, as required by the 
senior debt financiers, equal to 10% of the operations 
and maintenance costs taken from the questionnaires 
(Wärnelid, 2009). Additional provision is made for 
spares and consumables as 3% of the operations and 
maintenance costs. These provisions are recorded as 
current assets in the statement of financial position.

The model also makes allowance for revenue from carbon 
credit sales either as carbon emission reduction credits or 
carbon tax credits. Another potential revenue stream is the 
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sale of plant at the end of the contract period; however, 
the equipment salvage value was set to 0 as per the 
requirements of the SPIPPPP (Department of Energy, 
2013c). Interest earned on deposits, specifically equity 
contributions, was set to 5% per annum (Standard Bank, 
2014).

The operations and maintenance (O&M) costs are 
taken from the completed questionnaires and added to 
a provision for administrative costs not accounted for 
by the participants in completing the questionnaires. 
The administrative costs are assumed to be 10% of the 
operations and maintenance costs.

RESULTS AND DISCUSSION

Given the time consuming nature of running each model 
with different inputs and controlled variables, a programme 
was written in Visual Basic for Applications to automate the 
model simulations and ensure accuracy of data transfer. 
Five wind questionnaires were completed by different 
technology providers and their results recorded by 
assigning each participant a different number starting at 
OW001 to OW005. From the peak installed output and 
the power produced in kWh/year, the capacity factor was 
determined for each of the participants. The results from 
the questionnaires are given in the table below:

Table 2: Capacity factors of onshore wind technologies for Port Elizabeth

MW OW001 OW002 OW003 OW004 OW005
1 34.2% 39.0% 32.0% 30.0% 37.3%
2 34.2% 39.0% 32.0% 30.0% 37.3%
3 34.0% 39.0% 32.0% 30.0% 37.3%
4 34.2% 39.0% 32.0% 30.0% 37.3%
5 34.0% 39.0% 32.0% 30.0% 37.3%

The table reveals interesting results regarding the expected 
capacity factors of onshore wind technologies in Port 
Elizabeth, South Africa, with an annual mean wind velocity of 
5.099 m/s. It is also interesting to note the range of capacity 
factors from 30.0% to 39.0%. All the participants supplied 

a constant value of capacity factor over the set of outputs 
which confirms the modularity of the technology. All the 
participants designed for a hub height of 80m to access the 
higher wind velocities at elevated heights. Rotor diameters 
varied depending on the technology provider.
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Figure 8: Total project cost of onshore wind technologies

From the figure, OW005 provided the highest total project 
cost and OW004, the lowest. All the participants showed 
a linear trend over the set of outputs. The average total 

project costs for the five participants as a function of output 
is plotted over the set of outputs in the figure below:

Figure 9: Average total project cost of onshore wind technologies
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From the figure it is noticeable that the average total project 
cost for onshore wind technologies is not as sensitive to 
output because the unit cost remain flat, only decreasing 
slightly from R21.7 million a MW to R20.9 million a MW for 

a 5 MW installation. With all the information provided by 
the five participants the SLCOE and LCOE was calculated 
with use of the financial model and the results depicted in 
table 3 below:

Table 3: SLCOE and LCOE of wind technologies

SLCOE LCOE
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00
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00
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00
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00
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00
5

O
W

00
1

O
W

00
2

O
W

00
3

O
W

00
4

O
W

00
5

1 1.04 1.09 0.93 0.84 1.19 0.92 0.97 0.84 0.76 1.06

2 0.96 1.09 0.93 0.84 1.19 0.85 0.97 0.84 0.76 1.06

3 0.88 1.09 0.93 0.84 1.19 0.78 0.97 0.84 0.76 1.06

4 0.96 1.09 0.93 0.84 1.19 0.85 0.97 0.84 0.76 1.06

5 0.84 1.09 0.93 0.84 1.19 0.75 0.97 0.84 0.76 1.06

From the table it is evident that all onshore wind 
technologies are economically viable under the SPIPPPP 
for all outputs with the exception of OW005 that is 
above the price cap of R1.00/kWh as depicted in table 
3. Additionally all onshore wind technologies are below 
the LCOE of Medupi power station with the exception 
of OW005. The effect of a carbon tax incentive at R120/

tonne CO2 in 2015 is indicated in Table 4. From the table 
it is clear that the R0.12/kWh contribution of carbon tax 
results in all scenarios falling below the SPIPPPP price 
cap and all of the scenarios result in a LCOE that is below 
the LCOE of Medupi power station. From the results, the 
lowest LCOE was calculated for OW004.

Table 4: LCOE of onshore wind technologies including carbon tax incentive

LCOE (Carbon tax of R120/tonne CO2)

MW OW001 OW002 OW003 OW004 OW005

1 0.79 0.84 0.72 0.63 0.94

2 0.72 0.84 0.72 0.63 0.94

3 0.66 0.84 0.72 0.63 0.94

4 0.72 0.84 0.72 0.63 0.94

5 0.62 0.84 0.72 0.63 0.94
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FIGURE 10: SLCOE OF OW004

The breakdown of the SLCOE into its components of 
investment costs and O&M costs are given in the figure 
10. From the figure it is clear that, even on a small scale, 
the LCOE of onshore wind technology is lower than the 
LCOE of Medupi.

SUMMARY OF FINDINGS

During the 2015 financial year, Eskom faced great 
challenges in keeping the lights on and suffered higher 
than expected increases in operational expenditure due 
to the significant reliance placed on the OCGT fleet at 
a cost of R2.92 per kWh generated. The load factor for 
the OCGT fleet was 17.16% in 2014 against a budgeted 
load factor of 6.08% which contributed to 64% of its 
total 14.2% increase in primary energy costs (ESKOM, 
2014a:107).

In strong contrast, the weighted average cost of 
renewable energy in the procurement programme has 
declined rapidly from R2.28 per kWh in the first window 
to R1.43 in the second window and then even further 
to below R1.00 per kWh in the third bid window. The 

combined cost of procuring renewable energy under the 
REIPPPP, based on April 2013 pricing, is R1.56 per kWh 
and it is remarkable how the cost of wind energy has 
reduced to R0.74 per kWh under bid window three due to 
the fierce competitive bidding process.

With the abundance of coal, South Africa’s cost of electricity 
has historically been among the lowest in the world, but a 
lack of infrastructure planning has led to recent increases 
far exceeding inflation. In addition, the majority of the state 
owned utility’s sales (41.9%) are to municipalities who sell 
the electricity onto smaller industries and domestic users 
at an inflated rate. Domestic users residing in Ekurhuleni 
are currently paying R1.27 per kWh which is 187% more 
than the weighted average tariff that Eskom is selling the 
electricity to its clients (Ekurhuleni, 2014a).

The estimates for nominal new Eskom coal power 
range from NERSA’s 97c/kWh to Standard Bank’s 
estimate that Kusile will cost R1.38/kWh in 2019, when 
it is commissioned. These revelations that electricity from 
Medupi could come in at an estimated 97c/kWh suggest 
South Africa could have gotten better value from renewable 
technologies such as wind (Gets & Mhlanga, 2013:18). To 
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further add to this, the LCE for Medupi does not include 
Carbon Tax set to contribute another R0.12/kWh as from 
1 January, 2016 (SAIT, 2014). The findings of the study 
could be summarised as follow:

• All onshore wind technologies are economically viable 
under the SPIPPPP for all outputs with the exception 
of OW005 that is above the price cap of R1.00/kWh.

• All onshore wind technologies are below the LCOE of 
Medupi power station with the exception of OW005. 
The effect of a carbon tax incentive results in all 
scenarios falling below the SPIPPPP price cap and 
all of the scenarios result in a LCOE that is below the 
LCOE of Medupi power station.

• The lowest LCOE was calculated for OW004 at 
R0.76/kWh with a SLCOE of R0.84/kWh. The 
constant LCOE for OW004 proves the modularity of 
the technology and did not indicate any benefits of 
scale.

• Onshore wind yields the lowest LCOE and is lower 
than the LCOE of Medupi.

• If Eskom’s increases are to follow CPI after the 
MYPD3, wind at all outputs fall below the grid price 
provided there are no fuel cost and a carbon tax 
benefit for the two base load technologies.

RECOMMENDATIONS

South Africa’s abundance of renewable energy resources 
is currently untapped and even with the revised IRP 2010; 
the future energy mix is still dominated by coal and nuclear. 
Complete feasibility studies should be conducted into the 
viability and sustainability of implementing the correct 
combination of different renewable technologies so that 
the contribution will decrease the country’s dependence 
on large centralised power stations. Future wind farms 
should be selected based on their locality in different wind 
regimes of the country in order to increase the overall 
load factor of wind energy across the country. This will 
also assist the role of the distribution centre as demand 

fluctuations have to be balanced by the supply feeding the 
grid. The allocation of renewable energy for wind should 
therefore be revised in the IRP 2010 according to the 
sustainability of the grid to avoid renewable power stations 
from becoming redundant when large coal power stations 
take priority.

The current legislation pertaining to environmental 
authorisation and obtaining the necessary permits for 
the implementation of renewable energy projects is a 
barrier to growth. These permits are costly and take 
a long time to obtain. The development of renewable 
projects, from an investor’s perspective, is costly and 
at risk for a long period of time which results in fewer 
players entering the marketplace. Government can assist 
project developers in establishing a framework of specific 
environmental regulations for renewable projects to fast 
track development. Furthermore, grant funding and the 
implementation of Carbon tax policies will push industry 
towards change and result in more competition which will 
ultimately benefit the country through lower energy prices.
The study shows that wind is competitive with the levelised 
cost of Eskom’s new build coal power plants and that wind, 
in particular, is even more cost effective than the grid price 
in 2017. The empirical study focused on the SPIPPPP and 
concluded that the LCOE of wind energy is lower than 
Medupi, even on a smaller scale.

RECOMMENDATIONS FOR FUTURE 
RESEARCH

The foundation of the empirical research was the 
construct of a dynamic financial model to determine the 
viability and calculate the LCOE for wind technology. 
This model can serve as a basis for future research and 
enable researchers to build on the results. The model 
can be upgraded to account for more complex financial 
structures and detailed project costs, in addition, the model 
allows for the sensitivity analysis of key technical inputs 
that were used to determine the energy yield for each 
technology. With more detailed technical and geographical 
information, the researcher can map where in South Africa 
wind technology will be viable which will not limit the study 
to a specific location.
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Measuring the profitability component of the low-income cover households in South Africa

MEASURING THE PROFITABILITY COMPONENT OF THE LOW-
INCOME COVER HOUSEHOLDS IN SOUTH AFRICA

ABSTRACT 

Although low-income insurance providers are becoming 
more active in providing cover to low-income households, the 
profitability component of those providers remain a challenge 
as a result of low premiums and high transaction costs among 
others involved by nature of the low-income insurance cover. 
This paper reports on the profitability of the microinsurance 
industry in South Africa. This was achieved by applying a 
theoretical model to measure the profitability of microinsurers. 
More specifically, the theoretical model identified the factors 
determining profitability and their respective measuring 
criteria. These factors and criteria were empirically validated 
and subjected to reliability analysis. The invalid criteria were 
eliminated and the unreliable factors omitted in order to validate 
the theoretical model. The final validated model and its inherently 

structured questionnaire were employed as measuring tools to 
determine the profitability of microinsurance in South Africa. A 
total of 261 responses were analysed from a random sample 
of 400 insurance employees. The results showed that none of 
the factors portrayed general satisfaction on profitability and all 
of the mean values were below 60%. Therefore, the conclusion 
is drawn that profitability is not satisfactory in the microinsurance 
industry. Catastrophic failure at latent demand and distribution, 
as core element of the marketing mix, shows that profitability in 
this market is difficult to secure and that astute marketing and 
business strategies would have to be employed for insurance 
to become a product of choice for the low-end market. All of the 
factors need managerial intervention.

Keywords:  Low-income households, microinsurance, 
profitability model.
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INTRODUCTION

The South African population consists in excess of 53,675 
million people (CIA World Fact Book, 2015).  According to 
the Association for Savings and Investment South Africa 
(ASISA, 2011) Insurance Gap Study, approximately 61% 
of the low-income households do not have any life and 
disability insurance to safeguard them against hardship. 
Resultantly, an “insurance gap” consisting of low-income 
households (those earning less than R3000 a month and 
who belong to the Living Standard Measure one to five 
(LSM 1-5) group) realizes almost 25 million households 
(Barry, 2015). The 2007 insurance gap, which is the 
difference between existing life and disability cover and 
the actual insurance need of South African low-income 
earners, continued to grow from R10 trillion in 2007, to 
R18.4 trillion in 2010, and a staggering R24 trillion in 2013. 
This trend continues indicating that a further widening of 
the insurance gap is estimated to be another 40% towards 
the end of 2015 from 2013 (Barry, 2015). Further, in terms 
of household density, there are on average five people 
per household in South Africa in the category of the low-
income earners (those earning in the bracket of less or 
equal to R3000 or approximately US$200), the family 
density exceeds this average and that they are most likely 
to have much larger households. The fact that the majority 
of these households are not insured represents a market 
opportunity for the South African microinsurance industry. 

According to a Microinsurance Network survey, it was found 
that 33 of the top 50 commercial insurers on the Forbes 
Global 2000 list were involved in microinsurance (Coydon 
& Molitor, 2011). Approximately 50% of these indicated 
that the low-income insurance, that is, microinsurance 
was profitable and 95% believed that it would be profitable 
within the next two years. Microinsurance refers to 
insurance that is accessed by the low-income population 
(also known as the mass market), provided by a number 
of different providers and managed in accordance with 
generally accepted insurance practices. It forms part of 
the broader insurance market, distinguished by particular 
low-market market segment focus (National Treasury of 
South Africa, 2011). 

The dynamic nature of the microinsurance industry means 
that insurers are continually innovating and learning. 

Since a microinsurance policy targets the low-income 
niche clientele, it is sold at a low premium rate; therefore 
putting pressure on the profitability of the microinsurer 
(Association of Savings and Investments of South Africa, 
2011). High charges include the transactional costs, for 
instance, the costs to reach the low-income households in 
their most remote residential areas and therefore remain 
a challenge for profitability of a microinsurance provider. 
Although role-players are becoming more engaged in 
microinsurance and are optimistic about their future 
profitability, the main concern is whether they can achieve 
returns for shareholders and serve the low-income 
insurance niche market. In other words, can insurers do 
well financially by offering a good service to their customers 
by giving back to the society? For the purpose of this 
paper, profitability of microinsurance implies the viability 
of a microinsurance provider to generate sufficient income 
to cover its own costs, as well as make a contribution 
to the overheads of the insurer and generate profits for 
them. To be commercially attractive, microinsurance must 
generate returns to compensate shareholders for the 
capital invested and the risks involved in underwriting the 
business.  Understanding the drivers of profitability and the 
factors enabling good financial performance are critical to 
the development of viable microinsurance initiatives. 

PROBLEM STATEMENT

Profitability has been an area of concern for most 
microinsurers as they are faced with challenges of 
high transaction costs and the low premium charged 
(Angove & Dalal, 2014). Although most of them have 
been implementing some measures in this regard, 
their profitability remain low (Mc Cord et al., 2012). For 
instance, Old Mutual in South Africa (OMSA) has been 
facing high distribution costs, low scale and high claim 
costs for its funeral cover known as burial society support 
plan (BSSP). The high costs could not be reflected in the 
premium charged for the BSSP product and therefore the 
profitability remain low; at three% in 2012 and was even 
operating at a loss in 2009 (Rapiya, 2013). 

According to the National Treasury of South Africa 
(2011), there is limited research on the profitability of 
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microinsurance. In addition, the research conducted in 
South Africa is still at a preliminary stage. The National 
Treasury also reports that a significant number of low-
income people are either financially excluded or simply 
not informed about microinsurance. Insurance firms and 
the authorities are only now beginning to recognise the 
future potential of the low-income market and the longer-
term benefits of building a customer database in this 
new market segment in South Africa. However, in order 
to maintain the involvement of commercial players in 
the market, microinsurance needs to contribute to the 
overall profitability of the insurer and enhance value for 
its investors and satisfy clients.  According to Angove 
and Tande (2011) for a microinsurer to be commercially 
viable, it has to be profitable. However, most of them face 
pressure on profitability and their continued development 
is uncertain. However, uncertainties also exist how to 
measure profitability in the low-income insurance cover 
industry. 

OBJECTIVES

The primary objective was to measure the profitability of 
microinsurance in the South African market.  To do so, the 
following secondary objectives were formulated:
Measure the perceptions on the factors of profitability in 
the microinsurance industry of South Africa; 
Determine the reliability of the factors of profitability; and
Draw conclusions and offer recommendations based on 
the outcome of the research on how to improve profitability 
in the microinsurance industry.

FACTORS OF MICROINSURANCE 
PROFITABILITY

Scale 

The importance of size, volume and scale of any business 
initiative (often measured as sales levels) on profitability, 
has been highlighted in a study on size and survival 
benefits (Mata & Portugal, 2002). Further, greater size 
is more likely to mask survival benefits of greater related 
insurance business scope and profitability (Bercovitz & 

Mitchell, 2007). However, when offering microinsurance 
products and services to the low-income households, 
microinsurers are faced with a number of challenges. They 
include amongst others a relatively low premium amount 
and high transaction cost of a policy. In order to maintain 
a profitable relationship, microinsurance products need to 
achieve scale, cover overhead and costs and generate 
sufficient profits (ASISA, 2011). For the purpose of this 
study, scale is based on volumes.  For instance, the Old 
Mutual of South Africa group funeral microinsurance 
product made a loss of 35% until 2009 due to scale 
remaining low (Angove & Dalal, 2014).  Although many 
attempts such as the implementation of a strict claims 
monitoring process have been made to increase the 
profits to 3% in 2012, growth in business volumes has 
been relatively low (Angove & Dalal, 2014). Therefore, in 
light of the above, scale as a measure of profitability in 
microinsurance is identified as an important variable to all 
stakeholders. 

Compulsory insurance 

Compulsory insurance refers to any insurance coverage 
that is required by law before individuals or businesses 
may engage in certain activities and has been classified 
as a significant source of growth and profitability for the 
insurance sector in many emerging markets (Lester, 
2011).  Motor third party liability (MTPL) insurance is 
typically the first insurance class to be made compulsory 
in most countries (Gonulal & July, 2009). The idea behind 
this type of mandatory coverage is to protect the wellbeing 
of all stakeholders since it can often avoid the cost of court 
battles (Samu, 2014). Compulsory insurance gained its 
importance when the Old Mutual of South Africa group 
funeral cover in 2010 was made mandatory to all members 
of the group of funeral parlours and burial societies 
(Hougaard & Chamberlain, 2012).

Another compulsory insurance is credit life insurance 
in South Africa which includes cover payable in the 
event of a consumer’s death, disability, terminal illness, 
unemployment, or other insurable risk that is likely to 
impair the consumer’s ability to earn an income or meet 
the obligations under a credit agreement (Samu, 2014). A 
credit provider is entitled to require a consumer to maintain 
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credit life insurance during the time of the agreement so 
that the loan will be paid should an unavoidable event 
occurs to the customer. It is designed to protect and 
provide a measure of security for both the insured and 
the credit provider. It also provides an additional source 
of income for the lender from the insurance sale (National 
Credit Regulator, 2014). Section 106 of the National Credit 
Act 2005 (SA, 2005) in South Africa allows credit providers 
to require consumers to take out mandatory credit life 
insurance on their outstanding loan balance, but requires 
that the consumer be given the right to waive the policy 
offered by the credit provider in favour of a policy of his/
her choice. According to Shand and Angove (2013), credit 
life can be a source of scale for microinsurance providers 
and profitability in view of the number of loans subscribed 
by low-income households in South Africa.

Partnership 

The importance of partnership has been highlighted 
in several studies on partnership as a driver of scale 
profitability (Solana, 2015; Kurova, 2011; Acar, Guo 
and Yang, 2008; Ribstein, 2001; Tuten & Urban, 2001; 
Scotchmer, 1988). These studies emphasised the fact that 
partnerships with retailers and agents could present an 
opportunity for accelerating the motives of profitability. 

A partnership between an insurer and an intermediary is 
critical to obtain access to a group or large database of 
clients and leverage specialist skills. Insurers are unlikely 
to have large existing low-income client databases of their 
own, so depend on partners to access such groups. The 
insurer does not sell the insurance product directly, but 
uses its partners to interface with the client. All parties 
face risks in these partnerships; the distributor bears a 
reputational risk, while the insurer faces a solvency risk 
(Hougaard & Chamberlain, 2012: 233). For partnerships 
to be successful, it is important that the right partners are 
found and that incentives are aligned to meet the needs 
of both partners (African Liaison Program Initiative, 2010). 
Good partnerships have been identified as one of the 
key factors in the success of a microinsurance (Rendek, 
2012).  Insurers who are often reluctant to employ the 
direct sales model in a microinsurance context, need to 
form partnerships with organisations that can serve as 

distribution channels. Given cost pressures and the need 
to reach scale in microinsurance, these partnerships are 
crucial to the success of microinsurance (Guarnaschelli  
Cassar and Dalal, 2012). 

For instance, Hollard and Edcon partnership first started in 
2000 in South Africa to offer credit life insurance to reduce 
its bad debt losses (Edcon Annual Report, 2014). Hollard 
has experience in product design and administration, 
and Edcon provides a large client base and convenient 
premium collection platform. Responsibility for decision-
making is shared equally between the partners. From the 
sale of credit life insurance only, the joint venture grew 
to include simple life, funeral and cell phone insurance 
through partnering with retailers, banking, burial societies 
and insurance companies although it also sells insurance 
directly (Rendek, 2012). Hollard first achieved scale through 
its partnership with Edcon, a clothing, footwear and textile 
retailer, to provide voluntary credit life insurance. Hollard 
has recently focused on its direct sales channels and is 
achieving substantial success with agents (Edcon Annual 
Report, 2014). Therefore, private and public partnerships 
as well as single and multiple partnerships are crucial to 
attain scale and are more likely to achieve profitability 
(Solana, 2015; Kurova, 2011; Tutan & Urban, 2001; Acar 
et al., 2008; Ribstein 2001, Scotchmer, 1988).

Distribution

In an attempt to reach scale in insurance for the low-
income households, the increased reach and distribution 
of insurance requires a specialised labour-intensive sales 
channel (Kendall, Wright & Almazan, 2013).  For instance, 
retail sales agent outlets or roaming field agents have seen 
to bring efficiency gains in  communicating sales messages 
as a clear and simple value proposition to clients, which is 
not easy to do in less controlled environments (Mishra, 
2010). Distribution involves all firm activities that make 
the product available to the targeted consumer (Kotler & 
Armstrong, 2013). 

The distribution strategy by insurers in marketing the Zimele 
microinsurance funeral cover in South Africa is generally 
done through insurance brokers and agents (ASISA, 
2011). However, distribution of these products could be a 
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challenge, particularly in the remote areas not serviced by 
the industry.  Achieving scale through cost effective and 
innovative methods of distribution is a challenge facing 
microinsurance providers in low premium environments 
to obtain profits (Smit, Chamberlain and Carlman, 2010). 
Cross-selling also improves scale. The policy is marketed 
alongside another non-insurance product. Typically, the 
insurance is actively sold by a salesperson employed by 
the company. As such, the insurance product is usually 
ancillary to the primary product. In addition, selling 
insurance is successfully linked with provision of credit (for 
example Hollard, Truworths and Edcon), therefore many 
organisations link insurance to other kinds of transactions 
so as to reach poor households (Churchill, Dalal & Ling 
2012; McCord, Steinmann, Tatin-Jaleran, and Ingram-
Mateo, 2012).

Government subsidy

According to Hill, Gajate-Garrido, Phily and Dalal (2014), 
governments can directly increase take-up through 
premium subsidy as a driver of scale and profitability. 
For instance the provision of a 50% premium subsidy for 
clients of the agriculture insurance policy has played a 
positive role in economic development of Nepal (Ghimire, 
2014). Lower income insurance markets often have to 
be created and governments can play an important role 
by identifying a policy and introducing premium subsidy 
(Bester, Chamberlain and Hougaard, 2009). Subsidizing 
the premium of an insurance product reduces the cost 
to the client, thereby improving affordability. Affordability 
of low-income households is important to achieve scale 
in microinsurance innovation and is a good example of 
effective state involvement in microinsurance (Ruchismita 
& Churchill, 2012). In an attempt to better secure 
livelihoods earned from agriculture, India introduced 
the National Agriculture Insurance Scheme (NAIS), an 
area-yield index scheme (a crop insurance) which pays 
farmers if the seasonal average yield of the insured crop 
in the farmers’ locale is lower than a thresholds yield 
specified in the contract. As a result of this initiative, 25 
million people were enrolled which generated profits via 
the microinsurance policy (Ruchismita & Churchill, 2012). 
Therefore, government subsidy in supporting the low-
income households’ affordability can be considered to be a 

key driver of scale and is more likely to enhance profitability 
in emerging markets (Becchetti & Pisani, 2010).

Latent demand 

According to Kotler and Armstrong (2013), a latent 
demand refers to a part of the market with a need not yet 
satisfied by a physical product or solution. By recognizing 
these demands, marketers persuade customers to accept 
their products, and these vague desires which stem from a 
latent demand are converted to active demands. Through 
converting latent demands to active ones, marketing plays 
a significant role in increasing the variety of products and 
creating new competitive potential. According to Thom, 
Gray, Muller and Leach (2014), insurance is generally sold, 
not bought, however, this is not the case when consumers 
seek out cover. Latent demand in insurance refers to 
active demand to purchase an insurance product with the 
aim of covering an unavoidable risk event. This demand 
is often linked to a particular product, such as funeral 
services in South Africa (Hougaard & Chamberlain, 2012). 
This drives take-up and scale of funeral and life cover to 
pay for funeral costs (Matul Tatin-Jaleran and Kelly 2010; 
Debock & Gelade, 2012).

Technology

Information technology is now considered as one of 
the main contributions to the organisation’s success 
(Mensah, 2015; Sumra, Manzoor and Abbas, 2011). 
The relationship between investments in information 
technology and profitability has been proven to be positive 
in the financial industry as they tend to improve sales and 
help to reduce overall operating expenses (Mithas, Tafti, 
Bardhan and Goh 2012). However, in the low-income 
niche insurance industry, there has been some concern 
among microinsurers over the cost of moving from manual 
processes to automated ones (Gerelle & Berende, 
2008). A manual approach does not always establish 
a sustainable and scalable foundation for expansion as 
it does not provide the ability to optimise processes and 
build economies of scale. An insurer unable to reach large 
numbers of policy holders places itself in a precarious 
position (Microinsurance Network, 2010).
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Technology is not just the privilege of the insurers 
today; customers, too, want to benefit from its use in the 
microinsurance product delivery (Churchill et al., 2012). The 
low-income market has increased access to technology, 
such as cell phones and the internet, an inventory of 
information technologies that are or could be applicable 
in the extension of insurance services to low-income 
households. These have been considered as important for 
the operations of the microinsurance sector. Appropriate 
technology is essential for administration, information 
and communication at scale. Accurately administering 
and pricing a large number of policies requires effective 
technology. Manual systems are more time consuming, 
prone to error and are costly to implement for large 
volumes. Appropriate technology becomes even more 
significant when a variety of products is offered through 
a number of partners. Uptake and retention of policies 
are heavily influenced by client experience. Frequent 
communication keeps the client informed and improves 
the tangibility of insurance, which increases the likelihood 
that policies will be renewed. Setting up systems to handle 
large volumes of clients from the outset can improve 
efficiency and profitability (Gerelle & Berende, 2008).  

Claims Management

The essential promise of an insurance policy by an insurer 
is to honour the payment in a situation of a valid claim 
(Feinman, 2010). However, an important challenge that 
is related to claims refers to keeping claims’ costs below 
the levels priced for; that is essential for the long-term 
viability of a microinsurance product. Claims management 
is a key challenge and opportunity for insurers, as their 
reputation and financial stability depend on the ability to 
pay claims efficiently and transparently (Born & Boyer, 
2011).  Managing claims costs has in fact been the driving 
force behind microinsurers’ profitability. For instance, 
Old Mutual of South Africa has succeeded to turn their 
losses in 2008/09 into profits in 2012 due to a wise 
claims management initiative. Old Mutual of South Africa 
experienced high claim ratios of between 80% and 102% 
at the early stages of the funeral and health insurance 
initiatives. Old Mutual of South Africa experienced higher 
than expected claims ratios for certain groups, resulting in 
initial losses on the group’s funeral business. In 2012, Old 

Mutual of South Africa put measures in place to reduce 
claims relative to premiums. Old Mutual of South Africa 
introduced regular monitoring and different premium rates 
for each group. It also stopped the practice of replacing a 
deceased dependant with a new dependant, as the risk 
of the new dependant was not priced into the product 
(Berende, 2013). These changes have reduced claim ratios 
from above 80% prior to 2009 to between 60% and 70%, 
which is below the insurer’s claims targets. Old Mutual of 
South Africa has also managed to halve the number of 
complaints by reducing the time for claims settlement from 
an average of 17 days to five days.

Regular monitoring of claims experience is also important 
for identifying claims fraud and adverse selection (Holtz, 
Rendek,and Fonseca, 2012). Claims fraud can be managed 
through robust claims validation processes (Derrig, 2002). 
For the life products, all insurers require beneficiaries to 
submit documents as proof. Although this is cumbersome 
for policy holders, insurers are adamant that these 
processes are essential to prevent claims fraud (Holtz et 
al., 2012). Insurers have been automating systems and 
permitting electronic submission of documents to reduce 
the time for claims validation (Berende, 2013). One of the 
challenges is the reliance on trained staff of the partner to 
process claims and a web-based claims system because 
sending the claim to the insurer that ultimately creates 
delays and makes it difficult to detect fraud (AIRMIC Ltd, 
2009). Therefore, highly automated, sophisticated claims 
detecting systems are crucial for fraud detection and 
managing claims cost which is more likely to maintain 
profitability (Gerelle & Berende, 2008).

Expenses Control

According to Epetimehin (2014), it was observed that 
operating expenses are strongly correlated to profitability 
and should be properly managed. Expense management 
is a challenge for the service providers (Okwo & Ugwunta, 
2012). Keeping expenses at an acceptable level is 
important to maintain profitability. Using a cost-effective 
distribution approach and implementing cost controls to 
manage ongoing costs are important to the profitability 
of microinsurance initiatives (Merry, Prashad & Hoffarth, 
2014). The need for affordable and competitive premiums 
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encourages insurers to look for ways to reduce costs 
(Koven, 2014). Expense management and scale are 
therefore intertwined, in that scale is important both to cover 
fixed costs and to make initial investments in systems and 
market research worthwhile (Berende, 2013). Scale also 
allows insurers to reduce their expenses by negotiating 
lower fees. On the other hand, setting up efficient systems 
supports the achievement of scale and the effective 
servicing of clients (Gerelle & Berende, 2008). 

An important expense component in microinsurance 
is transaction cost of the policy to reach out to the low-
income household in remote places (ASISA, 2011). 
McGuinness (2011) in a study on health microinsurance 
describes accurately the response relating to transaction 
cost of a serious case of malaria. As expected, the 
direct out-of-pocket expenses for the insured patients 
were much lower than for the uninsured. However, on 
average, the total transaction costs (cash costs related 
to subscription, payment of the annual premium, filling 
claims, and obtaining reimbursement) are higher for the 
insured patients. Interestingly, the financing cost of the 
policy holders turned out to be more favourable since 
they were able to get loans at lower interest rates. Using 
a much larger sample, the authors Thornton, Hatt, Field, 
Islam, Sol and Gonzalez (2010) provide a direct link to 
the importance of transaction costs; they conclude that 
those costs are instrumental costs in microinsurance 
transactions. Although the enrolment procedure for the 

health insurance they offer in Nicaragua normally requires 
about a day of work to complete, uptake was about 30% 
higher than expected (Thornton et al., 2010). Furthermore, 
the high transaction cost ratio ranging between 25% 
and 45% for Old Mutual of South Africa is a result of the 
high transaction cost of the salaried sales force relative 
to business volumes generated (Angove & Dalal, 2014). 
Few agents have generated sufficient premium volumes 
to cover their salaries as a result of high transaction cost 
to reach the low-income households in remote places 
(Churchill et al., 2012). The expenses have been higher 
for the Old Mutual of South Africa group funeral product. 
The funeral group sizes are relatively small, with the 
majority of groups having fewer than 100 members. Old 
Mutual of South Africa has been updating its systems to 
make the data collection process more efficient (Berende, 
2013). This initiative is likely to allow Old Mutual of South 
Africa to manage increased policy volumes and improve 
the profitability of the product. Since transaction cost is 
strongly correlated with profitability, it should therefore be 
properly addressed (Brothers, 2013).

Following the above intensive literature review, a 
theoretical model was developed that could be used to 
measure profitability in the microinsurance industry. The 
model identified a total of nine factors from the literature 
that measure profitability. The factors and its origin that 
were operationalised appear in Table 1. 

Table 1: Profitability influences of microinsurance considered and operationalisation

Influence Description Source Operationalisation

1 Scale The ability to produce required 
volume, size, survival benefits 
and meet targets 

Mata and Portugal (2002); Bercovitz 
and Mitchell (2007); Thom et al.  (2014); 
ASISA (2011); Angove  and Dalal (2014)  

The capacity of required 
volume to achieve profitability

2  Compulsory
     Insurance

A significant source of growth 
and profitability for the 
insurance sector in emerging 
markets

Lester (2011); Samu (2014); Gonulal 
and July  (2009); Hougaard and 
Chamberlain  (2012);
National Credit Regulator (2014); Shand 
and Angove (2013)

The capacity of compulsory 
cover  to generate profitability 
in the low-income insurance 
markets
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Influence Description Source Operationalisation

3 Partnership The ability to obtain access to 
a group or large database of 
clients and leverage specialist 
skills brings profitability

Hougaard and Chamberlain (2012: 233); 
Rendek (2012);
Guarnaschelli et al. (2012),
Angove and Dalal (2014);
Solana (2015) Tuten and Urban (2001); 
Acar et al. (2008)

The skill to generate large 
portfolios of potential 
customers through partnership

4.Distribution The increased reach and 
distribution of low-income 
insurance requires a specialised, 
innovative distribution and 
labour-intensive sales channel 
to bring efficiency gains and 
profitability in  communicating 
sales messages as a clear and 
simple value proposition to 
clients

Kendall et al. (2013); Kotler and 
Armstrong (2013); ASISA (2013); Smit 
et al. (2010; Churchill et al. (2012:35); 
Mishra (2010)

The drive of innovative 
distribution of products and 
services to the low-income 
households 

5.Government 
    Subsidy

The ability to increase take-up 
through premium subsidy as a 
driver to profitability

Bester et al. (2009); Hill et 
al. (2014); Ghimire (2014);  
Ruchismita & Churchill (2012);
Becchetti and Pisani (2010)

The capability to reduce the 
costs of service so that prices 
are kept low 

6 Latent 
demand

The ability of increasing the 
variety of products and creating 
new competitive potential.

 Debock and Gelade (2012); Thom et al. 
(2014); Kotler and Armstrong (2013); 
Hougaard and Chamberlain (2012); 
Matul et al. (2014)

The drive to increase take-up 
and active demand to cover an 
unavoidable event in case of 
death 

7  Technology The ability for technology to 
achieve operational efficiency 
and profitability 

Mensah (2015); Mithas et al. (2012); 
Sumra et al. (2011); Microinsurance 
Network (2010);
Churchill et al. (2012);
Gerelle and Berende (2008)

The capacity to increase 
communication and reduce 
overall operating expenses, 
help improving sales, handle 
large volumes of clients from 
the outset 

8 Claims 
Management

The ability to honour the 
payment in a situation of a 
valid claim, to keep claim costs 
below the levels priced for and 
manage fraudulent claims/
adverse selection

Holtz et al. (2012); Cohen and Siegelman 
(2010); Derrig (2012); Angove and Dalal 
(2014); Born and Boyer (2011); Berende 
(2013);
Gerelle and Berende (2008)

The skill to detect fraud, 
honour only valid claims and 
trace adverse selection can 
lead to profitability

9. Expenses     
control

The ability to control the 
transaction cost of a policy and 
other expenses 

Born and Boyer (2011); Brothers (2013); 
Merry et al. (2014); Koven (2014);
Berende (2013), Gerelle and Berende 
(2008);
Angove and Dalal  (2014);
ASISA (2011); Thornton et al. (2010); 
Churchill et al. (2012); Epetimehin 
(2014); McGuinness (2011);
Okwo and Ugwunta (2012) 

The skill to manage expenses 
and transaction costs 
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Upon finalisation of the nine influences, items to measure the influences were also identified. These 
questions and origin and the relevant factors appear in Table 2. 

TABLE 2:  ORIGINS OF QUESTIONNAIRE ITEMS

Factors Code Item Source

Sc
al

e SCA01

SCA02

The firm I work for…
Has been profitable as a result of  achieving targeted volumes 
of its microinsurance product
Has been profitable as a result of  achieving required size and 
premiums of its microinsurance product

Mata and Portugal (2002); 
Bercovitz and Mitchell (2007); 
Angove  and Dalal (2014); Thom et 
al. (2014); ASISA (2011)

C
om

pu
ls

or
y

In
su

ra
nc

e

CIS01

CIS02

The firm I work for…
Has been profitable as a result of  providing and increasing 
the compulsory insurance portfolio of group funeral cover 
Has been profitable as a result of  complying with the National 
Credit Regulator in offering the credit life cover

Lester (2011); Samu (2014); 
Gonulal and July (2009); Hougaard 
and Chamberlain (2012);
National Credit Regulator (2014); 
Shand and Angove (2013)

Pa
rt

ne
rs

hi
p

PAR01

PAR02

The firm I work for…
Has been profitable as a result of  using private and public 
partnership to obtain a large database of clients and leverage 
specialist skills 
Has been profitable as a result of  using single and multiple 
partnership to obtain a large database of clients and leverage 
specialist skills 

Hougaard and Chamberlain (2012: 
233); Rendek (2012);
Guarnaschelli et al.  (2012);
Angove and Dalal (2014),
Solana (2015); Kurova (2011); 
Acar et al. (2008); Tuten and Urban 
(2001)

D
is

tr
ib

ut
io

n

DIS01

DIS02

DIS03

The firm I work for…
Has been profitable as a result of  using innovative channels 
of distribution for its microinsurance product 
Has been profitable as a result of using labour intensive sales 
channels for its microinsurance product
Has been profitable as a result of clearly communicating sales 
messages and a good value proposition to its customers for 
its microinsurance product

Kendall et al. (2013); Kotler and 
Armstrong (2013),
ASISA (2013); Smit et al. (2010); 
Churchill (2012) McCord (2012:35); 
Mishra (2010)

G
ov

er
nm

en
t

Su
bs

id
y

GOS01

GOS02

The firm I work for…
Has been profitable as a result of  the increase in the take-
up of low-insurance cover through premium subsidy from the 
government.
Has been profitable as a result of  premiums being kept 
low, resulting affordability and economies of scale through 
government subsidy 

Bester et al. (2009), Hill et al. 
(2014); Ghimire (2014); Becchetti 
and Pisani  (2010); Ruchismita and  
Churchill (2012)

La
te

nt
 d

em
an

d

LDM01

LDM02

The firm I work for…
Has been profitable as a result of  the increase in the variety 
of products offered to low-income households
Has been profitable as a result of  creating new competitive 
potential such as active demand and increase in the take-up 
of low-insurance to cover an unavoidable event 

 Debock and Gelade  (2012); Thom 
et al. (2014); Kotler and Armstrong 
(2013); Hougaard and Chamberlain  
(2012); Matul et al. (2010)
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Te
ch

no
lo

gy
TEC01

TEC02

TEC03

The firm I work for…
Has been profitable as a result of  an increase in the explicit 
communication of the benefits of the microinsurance product 
to its customers
Has been profitable as  a result of a reduction in operating 
expenses and handling large volumes of clients online 
Has been profitable as a result of  efficient processing of data   
of customers and speedy issue of the policy contract and 
service                                                                                                   

Mensah (2015); Mithas et al. 
(2012); Sumra et al. (2011); 
Microinsurance Network  (2010); 
Churchill  et al. (2012); Gerelle and 
Berende (2008)

C
la

im
s 

M
an

ag
em

en
t CMT01

CMT02

CMT03

CMT04

The firm I work for…
Has been profitable as a result of  keeping up the promise of 
honouring payment promptly in situations of valid claim
Has been profitable as a result of  wise claim management 
processes such as keeping claims costs below the levels 
priced for a microinsurance product
Has been profitable  as a result of  properly managing  adverse 
selection of risks
Has been profitable as a result of  proactive detection of 
fraudulent claims 

Holtz et al. (2012); Cohen and 
Siegelman  (2010); Derrig (2012); 
Angove and Dalal (2014); Berende 
(2013); Gerelle and Berende 
(2008); Born and Boyer (2011)

Ex
pe

ns
es

 c
on

tr
ol

EXC01

EXC02 

The firm I work for…
Has been profitable as a result of controlling unnecessary 
expenses relating to the low-income insurance cover
Has been profitable as a result of managing the transaction 
costs at a minimum relating to the low-income insurance 
cover

Born and Boyer (2011); Brothers 
(2013); Merry et al. (2014); Koven 
(2014);
Berende (2013); Gerelle and 
Berende (2008);
Angove and Dalal  (2014);
ASISA (2011); Thornton et al. 
(2010); Churchill et al. (2012); 
Epetimehin (2014); McGuinness 
(2011);
Okwo and Ugwunta (2012) 

RESEARCH METHODOLOGY

The research was undertaken at four insurance firms, 
namely Old Mutual South Africa, Sanlam, Metropolitan 
and Safrican firms. The scope of the study was limited to a 
sample comprising 400 employees at these four insurance 
firms. The employees were employed in either a full-time or 
part-time basis at these firms. The respondents comprised 
employees in general positions (such as agents), 
managers and even directors. A random sample of 400 was 
drawn and a total of 261 completed questionnaires were 
collected, signifying a satisfactory 62.3% response rate. 
Data was collected by the researcher who, on appointment 
and with permission of the companies, requested the 
employees to complete the questionnaire. The completed 

questionnaires were gathered after completion to ensure 
a better response rate.

Data analysis

The data collected was subjected to exploratory factor 
analysis, making use of principal component analysis as 
the extraction method and an orthogonal Varimax rotation. 
Factor retention employed the Kaiser criterion and only 
factors with an eigenvalue exceeding one were retained. 
The factor loadings were set at a minimum of 0.30, with the 
cumulative variance of the data set at 60% minimum. (The 
higher the factor loading is, the stronger the association 
with the factor will be.) The Cronbach’s alpha was used 
to test reliability (>0.70) (Welman, Kruger and Mitchell 
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2005:142). The sample adequacy was established by 
employing the KMO test (> 0.70), while Bartlett’s test of 
sphericity (< 0.005) rendered a verdict on the suitability of 
the data for factor analysis. The factors were extracted on 
the basis of the Eigenvalue being equal to 1 or higher (Field, 
2007). The data was analysed using descriptive statistics, 
that is, mean values. The mean values are presented 
in percentage format after the responses on the 5-point 
Likert scale were converted to percentages (dividing the 
mean score per criterion by the maximum score of 5). 
Interpretation of the results, according to research done 
by Bisschoff and Hough (1995:11), could then be applied 
by using the following guidelines, as successfully applied 
in research by Haasbroek (2007), Moolla and Bisschoff 

(2010) and Bisschoff (2011): Under 60%= Unacceptable/ 
Unimportant; Between 60% and 75% = Acceptable/
Important, 75%  and higher  = Excellent/ Very important.  

RESULTS

Factor analysis

The suitability of the data to be subjected to factor analysis 
and the adequacy of the sample are shown in Table 3 
below where the results of the KMO and Bartlett’s test are 
displayed.

TABLE 3: KMO AND BARTLETT’S TEST

KMO and Bartlett’s Test
Kaiser-Meyer-Olkin (KMO) Measure of Sampling Adequacy 0.89
Bartlett’s Test of Sphericity Approx. Chi-Square 3827.97

Df 705,00
Sig. 0,00

The analysis of the results indicates that, according to 
the KMO measure which is well above 0.80, the sample 
is highly adequate. The Bartlett’s test of sphericity is also 
good at a significance level below 0.05 (0.00), indicating 

that the data should yield clear and identifiable factors as 
a result of limited data inter-correlations. The variance and 
cumulative explained by the identified factors is shown in 
Table 4.

TABLE 4: PROFITABILITY INFLUENCES – VARIANCE EXPLAINED

Factors Initial Eigenvalues Rotation Sums of squared
Loadings

Total % of 
Variance

Cumulative % Total % of
Variance

Cumulative %

Scale 10.23 26.93 26.93 5.33 14.91 14.91
Partnership 3.96 10.42 37.35 3.89 10.11 25.12
Claims management 2.74 7.19 44.54 3.28 8.46 33.58
Expenses 
control

2.03 5.36 49.90 2.90 7.56 41.14

Technology 1.41 3.73 53.63 2.37 5.73 46.87
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Factors Initial Eigenvalues Rotation Sums of squared
Loadings

Total % of 
Variance

Cumulative % Total % of
Variance

Cumulative %

Government 
subsidy

1.40 3.70 57.33 2.27 5.21 52.08

Compulsory cover 1.33 3.52 60.85 2.23 5.11 57.19
Distribution 1.16 3.33 64.18 2.09 5.09 62.28
Latent demand 1.07 3.13 67.31 1.62 5.03 67.31

The nine factors that could be identified from the data 
explain a cumulative variance of 67.31%. This exceeds 
the minimum requirement of 60% to ensure a good fit to 

the data (Field, 2007:666).  The reliability of each factor is 
set in Table 5 as follows:

TABLE 5: RELIABILITY OF THE FACTORS 

Factor measuring profitability Cronbach alpha
1 Scale 0.97
2 Partnership 0.94
3 Claims management 0.93
4 Expenses control 0.91
5 Technology 0.89
6 Government subsidy 0.87
7 Compulsory cover 0.84
8 Distribution 0.83
9 Latent demand 0.81

All the nine identified factors indicate excellent consistency 
and reliability coefficient. The results of the mean values are 
shown in Table 6 per factor as identified by the conceptual 
model to measure profitability in the microinsurance 
industry of South Africa. The mean values of each of the 
facto rs are shown in Table 3.  

The mean values are summary mean values of the 
respective profitability factors of microinsurance. This 
means that the mean value of a factor portrays the 
calculated mean values of the respective measuring 
criteria that pertain to that factor. 
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TABLE 6: MEAN VALUES OF SUCCESS FACTORS

Factors measuring profitability Mean Values
Scale 48.4%
Partnership 47.8%
Claims management 46.5%
Expenses control 47.8%
Technology 45.6%
Government subsidy 44.7%
Compulsory cover 44.1%
Distribution 13.3%
Latent demand 10.8%
MEAN  VALUE OF ALL FACTORS 38.78%

The mean values in the table above portrayed a general 
dissatisfaction with regard to the profitability in the 
microinsurance industry. According to the mean values 
calculated for the criteria, all of them were well below 
60%. The criterion relating to distribution and the latent 
demand has even deteriorated to below 30%. This 
signified catastrophic failure in profitability. Distribution 
was regarded to be one of the four core marketing mix 
elements that has the least mean value. Failure at one of 
these core elements inevitably resulted in a breakdown 
of sales, and resultantly there can be no profitability.  

CONCLUSIONS AND RECOMMENDATIONS

This article focused on applying a validated model to 
measure profitability in the microinsurance industry of South 
Africa. Nine important factors as profitability influences of 
microinsurance were explored and measured/validated 
(scale, compulsory insurance, partnership, distribution, 
government subsidy, latent demand, technology, claims 
management, expenses control) and the results correlate 
with the current market for microinsurance. 

From the analysis it can be recommended that: 

• Since all the factors did not show satisfaction, 
therefore all need enhancing. They all have low 

mean scores (<60%) and management should focus 
on the performance of all influences to improve 
profitability in the microinsurance industry of South 
Africa. The results signified that respondents 
were aware that reaching profitability in the 
microinsurance industry is not easily attainable and 
that the low-end market is not a lucrative insurance 
market. 

• Specifically, the providers of microinsurance in South 
Africa needs more scale of low-income cover to be 
offered to the income households market, therefore 
more robust marketing has to be undertaken to 
reach out to the low-income market. 

• None of the criteria achieved the highest merit 
of exceeding the 75% margin. Although the 
microinsurance industry is still at its preliminary 
stage of business development, respondents working 
for different microinsurance providers believe that 
profitability in the microinsurance industry is neither 
promising nor good in South Africa. The high rate of 
unemployment rate in South Africa could be a major 
underlying factor. Statistically, the unemployment 
rate increased to 26.7% in the three months to 
March of 2016 from 24.5% in the previous quarter 
and above market expectations of 25.3%. It was the 
highest reading since September 2005, as number of 
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unemployed rose by 10% whereas employment fell 
2.2%. Further, the difficult rural accessibility where 
the low-income households live could be another 

factor to reach them because of high transaction 
costs related to the nature of a low-premium related 
microinsurance policy. 

The model employed to measure profitability is shown in Figure 1.
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FIGURE 1:  A MODEL TO MEASURE PROFITABILITY

LIMITATION OF THE STUDY

Only four leading microinsurers were targeted in the 
country, however, if more microinsurers’ employees 
were taken into account, a more holistic perspective of 

the profitability component would have been inferred in 
the microinsurance industry of South Africa. Therefore 
the researchers should consider undertaking a larger 
sample in follow-up study. 
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THE USE OF LABOUR AND SOCIAL STANDARDS IN 
SUSTAINABILITY REPORTING OF SOUTH AFRICAN 

COMPANIES

ABSTRACT

This paper investigates the use of labour and social standards 
in the sustainability reports of listed companies in South 
Africa. Mixed methods research was used in two phases. 
In the first phase, an analysis of the literature produced a 
list of nine labour and social sustainability standards. In the 
second phase, a content analysis of the sustainability reports 
of companies listed on the Johannesburg Stock Exchange 
were performed to identify the labour and social standards 
that are used in sustainability reports in South Africa. Of the 
nine labour and social standards identified, only three were 
not used by any one of the participating companies (Core 
Labour Standard, Social Accountability 8000, Fair Labour 
Association). Two standards were used in one industry 
only (ISO 26000, Ethical Trading Initiative’s code of labour 
practice). From the initial list of nine standards, only four are 

used by participants in a variety of industries. It was found 
that the use of the Black Economic Empowerment Act and 
the International Labour Organisation (ILO) was industry 
dependent. The use of the Employment Equity Act and ILO 
depends on the international status of a company. The real 
estate industry was identified as an outlier, as the use of social 
and labour standards was low in this industry. Labour issues 
are becoming increasingly important, and the governments 
and stock exchanges of many countries require, or strongly 
encourage, businesses to provide some level of reporting. 
It is recommended that the list of four labour and social 
standards be used as a blueprint for reporting on labour and 
social issues, and to engage in signalling activities such as 
sustainability reporting to secure legitimacy in society.

Key words: Black economic empowerment, content analysis, 
JSE, labour and social standards, sustainability reporting
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INTRODUCTION

In South Africa, high unemployment, a high incidence 
of HIV/AIDS, and related social problems such as crime 
and poverty have risen to unprecedented levels, and the 
enormity of such social problems facing the country has 
become clear (de Villiers & van Staden, 2006:771). So 
companies could be expected to regard social disclosures 
as an important part of their striving for legitimation. The 
legitimacy theory implies that companies will be unable to 
prosper and survive if they are not seen to support the 
goals, methods, and outputs that society finds acceptable. 
Companies can face legitimacy threats – even when 
complying with society’s expectations – if they fail to 
disclose their efforts (de Villiers & van Staden, 2006:765). 
The legitimacy theory predicts that sustainability reporting 
will be driven by strategies to extend, maintain, repair, or 
defend a company’s acceptance by society. Legitimacy is 
responsive, and changes along with societal expectations 
and as particular events focus public attention on a 
business or an industry (Lindblom, 1994). 

Sustainability reporting reflect a strong country-of-origin 
effect that can be explained in terms of institutional 
pressures from the government, the accounting profession, 
and industry associations in a specific home country, 
along with stakeholder pressure in distinctive ways for 
each individual country (Neu, Warsame & Pedwell, 1998). 
In South Africa the government has played a prominent 
role in advancing sustainability reporting, partly due to 
its political history and the transition to democracy in 
1994 (Carrots & Sticks, 2013:34). In light of the social 
problems in the country, businesses have to adhere to 
such legislation as the Black Economic Empowerment Act 
of 2003, its Amendment Act of 2013, and the Employment 
Equity Act of 1998 and its Amendment Act of 2013.

According to Fortanier, Kolk & Pinkse (2011:668), 
reporting is becoming more and more detached from 
individual countries. Multi-national businesses have a 
strong tendency to standardise sustainability reporting, 
as it is more difficult for them to meet many specific 
national demands than it is for businesses operating in a 
single country (Fifka & Drabble, 2012:470). Compliance 
with international standards creates a competitive 

advantage over local companies that comply with (less 
stringent) local standards (Fortanier et al., 2011:670). 
A plethora of internationally-accepted sustainability 
standards assists businesses with sustainability reporting 
(Carrots & Sticks, 2013:22; Ernst & Young, 2014:18-
23; Fifka & Drabble, 2012:468; Vigneau, Humphreys & 
Moon, 2015:473). Various taxonomies for international 
sustainability standards have been suggested: some have 
an environmental focus, some have a labour and social 
focus, while others focus on reporting.

PROBLEM STATEMENT

Sustainability reporting is becoming increasingly 
important in financial markets, as it may signal general 
business quality, help to lower the cost of equity (Dhaliwal, 
Li, Tsang & Yang, 2011:94; Dhaliwal, Radhakrishnan, 
Tsang & Yang, 2012:752), and have a legitimising 
effect (de Villiers & van Staden, 2006:764). Insufficient 
and inadequate sustainability disclosure by businesses 
may lead to a decline in investment (Fifka & Drabble, 
2012:469) and the threat that society might not regard 
them as legitimate businesses (de Villiers & van Staden, 
2006:765). 

In South Africa, high unemployment, a high incidence 
of HIV/AIDS, and related social problems such as crime 
and poverty have risen to unprecedented levels. More 
specifically, “labour issues were identified as one of the 
most important social issues in South Africa” (de Villiers & 
van Staden, 2006:778). As a result, it is expected that labour 
and employee disclosures will increase. However, little is 
known about the use of local and international labour and 
social standards in sustainability reporting as a response 
to the labour and related social problems in South Africa. 
So it is important to know, first, whether South African 
companies use local and international labour and social 
standards. The question can be posed thus: Which labour 
and social standards are used in the sustainability reports of 
South African companies? Flowing from this main research 
question, the following secondary questions can be asked:

(a) Does the use of labour and social standards depend 
on the industry in which the companies operate? 
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(b) Does the use of labour and social standards depend 
on the international status of the companies? 

RESEARCH OBJECTIVES

The primary objective of this study is to identify which 
labour and social standards are used by South African 
companies to report on sustainability.

• To give effect to this primary objective, the following 
secondary objectives are regarded as important:

• To perform a literature analysis, through which a 
proposed list of labour and social standards for 
sustainability reporting in South Africa can be created.

• To evaluate the proposed list of labour and social 
standards for sustainability reporting by content-
analysing the sustainability reports of South African 
companies.

• To use the results to offer recommendations to 
businesses about their sustainability reporting.

In this paper, mixed methods research will be used in 
two phases. In the first phase a literature review will be 
conducted where secondary sources are evaluated to 
create a list of labour and social standards for sustainability 
reporting. In the second phase, a content analysis of the 
top 100 companies listed on the Johannesburg Stock 
Exchange (JSE), based on market capitalisation, will be 
performed. The purpose of reviewing these reports is to 
identify the social and labour standards that are used in 
reporting on sustainability.

PHASE ONE OF RESEARCH: ANALYSIS OF 
THE LITERATURE 

The extensive literature review on labour and social 
standards for sustainability reporting was performed in 
this study. The main problems in a literature review are 
“selectivity in the sources; unfair treatment of authors; 

misunderstanding the source; selective interpretation to suit 
one’s own viewpoint; poor organisation and integration of 
review” (Mouton, 2001:180). Trustworthiness is proposed 
as a criterion to address these concerns. Trustworthiness 
refers to the extent to which research can be trusted 
and believed (Struwig & Stead, 2013:137). To that end, 
international and national data searches were carried 
out by the library of the Nelson Mandela Metropolitan 
University. These included Sabinet databases; the ISAP 
(National Library of South Africa); SAe Publications; 
EBSCO: Masterfile Premier, Business Source Premier, 
and Academic Source Premier; ScienceDirect; e-journals; 
and Google Scholar searches. A sample of references 
was used from books, journal articles, theses, and 
dissertations. As far as could be ascertained, no similar 
study has previously been undertaken in South Africa. 
The literature accessed was analysed to facilitate the 
development of a list of social and labour standards for 
sustainability reporting (see Table 1).

Sustainability reporting in South Africa

Sustainability reporting is not mandatory in South Africa. 
The practice is voluntary for small- and medium-sized 
businesses, including private (non-listed) companies. 
However, it must be adopted on an ‘apply or explain’ basis 
by companies listed on the JSE. Since 1 March 2010, 
companies holding a primary listing on the JSE have been 
encouraged either to integrate sustainability reporting into 
their financial reporting, or to explain why they are not 
doing so (IoD, 2009:Principle 9.2). Companies holding a 
secondary listing on the JSE will be required only to comply 
with the listing requirements of the stock exchange where 
they have their primary listing, and so will not be obliged 
to comply with the King Code’s (IoD, 2009) guidance on 
integrated and sustainability reporting. 

As cultural and socio-economic factors in a country have 
an impact on sustainability reporting (Fifka & Drabble, 
2012:470), the emerging market context of South Africa and 
its possible influence on sustainability reporting must be 
considered. Emerging markets have significantly different 
cultural, socio-economic, and regulative characteristics 
than the ‘Western’ countries in which many of the most 
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influential theories of business and management have 
been developed (Burgess & Steenkamp, 2006:342). The 
entry of South Africa into the BRICS bloc (the grouping of 
Brazil, Russia, India, China, and South Africa) gives rise 
to another contextual influence on sustainability reporting. 

South African legislative requirements as 
guidance for the content of sustainability 
reports

South Africa has played a prominent role in advancing 
sustainability reporting, partly due to its political history, 
including the transition to democracy in 1994 (Carrots & 
Sticks, 2013:34). In South Africa the concept of ‘sustainable 
development’ has been recognised at a constitutional and 
legislative level: it is referred to as a right in the Constitution 
of the Republic of South Africa 1996, Chapter 2 (section 24); 
it is defined in the National Environmental Management 
Act (107/1998) section 1 (xxxix); and the Department of 
Environmental Affairs and Tourism (2006) has documented 
the national vision for sustainable development in a draft 
discussion document entitled People-Planet-Prosperity. At 
a legislative level, businesses have to adhere to the Black 
Economic Empowerment Act of 2003 and its Amendment 
Act of 2013, the Employment Equity Act of 1998 and 
its Amendment Act of 2013 the Mineral and Petroleum 
Resources Development Act of 2002 and its Amendment 
Bill of 2012, the National Environmental Management 
Act (NEMA) of 1998, the Air Quality Act of 2004, the 
Companies Act of 2008, and the Consumer Protection Bill 
of 2011.

With a focus on labour and social standards, businesses 
have to adhere to two South African legislative 
requirements: the Black Economic Empowerment Act of 
2003, its Amendment Act of 2013 and the Employment 
Equity Act of 1998 and its Amendment Act of 2013.

National Black Economic Empowerment Act of 2003 
and its Amendment Act of 2013

The Department of Trade and Industry released a 
strategy document in 2003, explaining the reasons for the 
government’s broad-based black economic empowerment 
strategy. The strategy was followed later that year by the 

Broad-Based Black Economic Empowerment Act (B-BBEE 
Act) of 2003, which establishes a legislative framework 
for the promotion of black economic empowerment. In 
terms of the Act, the Minister of Trade and Industry has 
the power to issue codes of good practice and to publish 
transformation charters. This led to the issuing of the Codes 
of Good Practice in 2007. This is a balanced scorecard that 
measures companies’ empowerment progress in seven 
areas: ownership, management control, employment 
equity, skills development, preferential procurement, 
enterprise development, and corporate social investment 
(Terry, 2008:164). The B-BBEE scorecard is binding on 
all state bodies and public companies. Private companies 
and small- and medium-sized businesses must apply the 
code (or scorecard) if they do business with state bodies. 
The scorecard motivates preferential procurement, which 
affects small- and medium-sized businesses throughout 
the supply chain. 

Businesses not meeting the minimum black economic 
empowerment requirements will not be eligible to do 
business with government enterprises, nor to apply 
for government licences or enter into public/private 
partnerships. Qualifying small businesses (those with a 
turnover below R35 million) are subject to a less onerous 
code, in that they have to comply only with four of the 
seven areas. The Act requires that progress reports 
be submitted to government, and it has ‘prescribed’ the 
structure of some sustainability reports (Carrots & Sticks, 
2013:72, RSA, 2003). 

A more flexible approach to compliance has been taken 
for multinational companies. In an attempt to foster and 
encourage foreign investment in South Africa, foreign-
based international multinationals have been given the 
option of selling a portion of their local or international 
operations to black investors, or contributing to the 
transformation of the South African economy through 
equity equivalent programmes (Terry, 2008:164). 

The Employment Equity Act of 1998 and its 
Amendment Act of 2013

The Employment Equity Act has been put in place to 
facilitate the correction of gender and racial imbalances 
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in the workplace (RSA, 1998). The Act requires that all 
designated employers (including those with 50 or more 
employees, or a minimum annual turnover, as specified 
by the Act) submit employment equity reports to the South 
African government either annually or every second year. 
Regular reporting to the Department of Labour is a legal 
requirement. These employment equity reports should 
address progress on the elimination of unfair discrimination 
in the workplace, and the implementation of affirmative 
action for black people, women, or people with disabilities 
(RSA, 1998). The mandatory annual employment equity 
report will impact on sustainability reporting in South Africa 
(Carrots & Sticks, 2013:72). 

The industries in which companies operate

Companies listed on the Johannesburg stock exchange 
operate in different industries. There are ten industry 
classifications on the JSE: basic materials, oil and gas, 
industrials, consumer goods, healthcare, consumer 
services, telecommunications, financials, technology, and 
real estate. Sustainability issues are not the same across 
the different industries (Khan, Serafeim & Yoon, 2015:5). 
Differences in sustainability reporting practices across 
industries have also been noted (Adams et al., 1998; 
Holder-Webb, Cohen, Nath & Wood, 2009; Kolk, 2003; 
Kolk et al., 2001; Morhardt, 2010). Businesses operating in 
polluting and carbon-intensive industries are more inclined 
to disclose information on sustainability (Kolk, 2003; Kolk 
et al., 2001). Fifka and Drabble (2012:470) have advised 
that “notions of sustainability should be studied in more 
depth across a larger number of companies of different 
industries”.

International status

International status – in addition to country-specific cultural 
issues, socio-economic factors, and the specific industry 
– could influence the content of sustainability reports. 
‘International status’ for the purpose of this study will be 
determined by the listing status of a company. In other 
words, companies with a primary listing on the JSE only 
(without any secondary listings) will be classified as local 
with no international status. Only companies with multiple 
listing statuses will be classified as international.

International labour and social management 
standards

Seven international labour and social standards were 
identified in this paper: (i) the International Labour 
Organization (ILO) tripartite declaration of principles 
concerning multinational enterprises and social policy; (ii) 
the United Nations’ Guiding Principles on Business and 
Human Rights; (iii) ISO 26000; (iv) the Ethical Trading 
Initiative (ETI) code of labour practice; (v) the Core Labour 
Standards (CLS); (vi) the Social Accountability 8000 
standard (SA 8000); and (vii) the Fair Labour Association 
(FLA) workplace code. We examine each of these in turn.

The International Labour Organization (ILO) tripartite 
declaration of principles concerning multinational 
enterprises and social policy

The International Labour Organization (ILO) is a 
specialised agency of the United Nations, operating with 
a tripartite governing structure representing governments, 
employers, and workers – usually in the ratio of 2:1:1. 
The rationale behind the tripartite structure is to generate 
dialogue and cooperation among governments, employers, 
and workers in setting standards for labour matters 
(Van Daele, 2008:485). The ILO offers guidelines in the 
areas of employment, training, conditions of work and 
life, and industrial relations (Carrots & Sticks, 2013:23). 
The objective is to contribute to a climate favourable to 
economic growth and social development by advocating 
adherence to the Declaration (Marimon, Alonso-Almeida, 
Rodriquez & Alejandro, 2014:134). 

United Nations Guiding Principles on Business and 
Human Rights

The United Nations Guiding Principles on Business and 
Human Rights are a global standard for preventing and 
addressing the risk of adverse human rights impacts 
linked to business activity. The Guiding Principles are 
based on the ‘protect, respect and remedy’ framework 
proposed by Ruggie (2008), and outline ‘differentiated 
but complementary responsibilities’ for how governments 
and businesses should implement the framework (Deva, 
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2012:102). The framework encompasses three principles: 
(i) the state’s duty to respect, protect, and fulfil human 
rights; (ii) the duty of business (as specialised organs of 
society) to comply with laws and to respect human rights; 
and (iii) access to remedy for victims of business-related 
abuses (Deva, 2012:103; Carrots & Sticks, 2013:24). The 
guiding principles apply to all governments and businesses 
regardless of their size, sector, location, ownership, or 
structure (Carrots & Sticks, 2013:24).

ISO 26000

ISO 26000 is recognised as a guiding framework by the 
King III report (IoD, 2009:9.2, para 1) and contributes 
to the formalisation of sustainability reporting (IoD, 
2009:9.2, para 14). The International Organization for 
Standardisation issued ISO 26000 as guidance about 
how businwesses can operate in a socially responsible 
way (Ernst & Young, 2014:21). Businesses certified under 
ISO 26000 have similar social responsibility features. 
Businesses obtain these certifications because of a 
concern that the European Union will restrict imports by 
requiring compliance with these standards.  

Social responsibility is a complex, elusive construct that 
requires a meta-standard such as ISO 26000 to introduce 
it into a management process. The elements of the ISO 
26000 standard are a combination of content-focus, 
process-focus, and dialogue components. The content-
focus follows the effectiveness approach – in other 
words, a focus on the right thing to do; and it provides 
recommendations about seven core subjects related to 
social responsibility: organisational governance, human 
rights, labour practices, environment, fair operating 
practices, consumer issues, and community involvement. 
The process-focus follows the efficiency approach and 
provides guidelines on implementing the seven core 
subjects following a Plan-Do-Check-Act cycle. The 
dialogue component will enable business to identify 
stakeholder expectations and increase business’s 
accountability via improved transparency and interaction 
with these groups (Hahn, 2012:11). ISO 26000’s seven 
core subjects are aimed at “all types of businesses 
regardless of activity, size or location” (Carrots & Sticks, 
2013:23; Marimon et al., 2014). ISO 26000 specifically 

addresses social responsibility reporting, and states that 
a business should, at appropriate intervals, report on its 
performance to the affected stakeholders. ISO 26000 
cannot be certified. 

Ethical Trading Initiative (ETI) code of labour practice

The Ethical Trading Initiative is a voluntary organisation 
that was founded in England in 1998. It consists of a group 
of companies, trade unions, and voluntary organisations 
that collaborate to improve the working lives of employees 
involved in making or growing consumer goods (O’Rourke, 
2006:904). Businesses that join the Ethical Trading 
Initiative adopt the ‘Base Code’, which is derived from the 
standards of the International Labour Organisation (ILO). 
The members also need to follow the Ethical Trading 
Initiative’s principles of implementation, which set out 
approaches to ethical trade. The Ethical Trading Initiative 
conducts pilot projects in a number of countries to evaluate 
code implementation; wine in South Africa was one such 
pilot project (O’Rourke, 2006:904).

Core Labour Standards (CLS)

The Core Labour Standards are the baseline standards for 
labour set by the ILO (Alston, 2005:467; Carrots & Sticks, 
203:23). The baseline standards seek to improve worker 
conditions, and include: (i) freedom of association and the 
right to collective bargaining, (ii) the elimination of forced 
and compulsory labour, (iii) the abolition of child labour, 
and (iv) the elimination of discrimination in the workplace 
(Carrots & Sticks, 2013:23). 

Social Accountability 8000 standard (SA 8000)

The Social Accountability 8000 standard provides 
guidelines for improving working conditions, and is the first 
auditable standard on workers’ rights (Gilbert & Rasche, 
2007:201; Rohitratana, 2002:60). According to Gilbert 
and Rasche (2007:201), auditability is a major advantage, 
and is the most distinguishing feature of the standard. SA 
8000 provides specific guidelines for workplace conditions 
that are designed to eliminate inequities. Nine workplace 
issues are addressed: (i) child labour, (ii) forced labour, 
(iii) health and safety, (iv) freedom of association and 
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the right to collective bargaining, (v) discrimination, (vi) 
discipline, (vii) working hours, (viii) compensation, and (ix) 
management systems.

Fair Labour Association (FLA) workplace code

The Fair Labour Association is a non-profit organisation 
in the United States, established in 1996 by the Clinton 
administration following a series of labour scandals in the 
clothing and footwear industry. It is based on the ILO’s 
standards (O’Rourke, 2006:903). Businesses that join 
the FLA commit to uphold its ‘workplace code of conduct’, 
and commit to establishing internal systems for monitoring 

workplace conditions and maintaining code standards 
throughout their supply chains (O’Rourke, 2006:904). 

The FLA conducts independent and unannounced audits of 
its affiliates’ factories to evaluate compliance with all code 
elements. The FLA chooses the factories for evaluation, 
selects the auditing organisation, and receives the audit 
reports directly (O’Rourke, 2006:904). The results of 
factory audits, including planned actions to correct the 
identified issues, are posted on the FLA’s website. The 
FLA provides a channel for and promotes third parties’ 
complaints about labour violations in production facilities 
used by FLA-affiliated businesses. 

Table 1 outlines the nine labour and social standards used both nationally and internationally.

TABLE 1: SUMMARY OF LABOUR AND SOCIAL STANDARDS FOR CONTENT-ANALYSING REPORTING ON SUSTAINABILITY

Labour and social standard Objective Focus areas
National Black Economic 
Empowerment Act of 2003 and 
its Amendment Act of 2013

To promote black economic 
empowerment.

• Ownership
• Management control
• Employment equity
• Skills development
• Preferential procurement
• Enterprise development 
• Corporate social investment

Employment Equity Act of 
1998 and its Amendment Act 
of 2013

To facilitate the correction of 
gender and race imbalances in the 
workplace.

• Progress on the elimination of unfair 
discrimination in the workplace 

• Implementation of affirmative action 
for black people, women, or people 
with disabilities

International Labour 
Organisation’s (ILO) triplicate 
declaration of principles 
concerning MNE and social 
policy

To contribute to a climate more 
favourable to economic growth and 
social development by advocating 
adherence to the Declaration.

• Employment
• Training
• Conditions of work and life
• Industrial relations

UN Guiding Principles on 
Business and Human rights

To prevent and address the risk 
of adverse human rights impacts 
linked to business activity. 

• The state’s duty to respect, protect, 
and fulfill human rights

• The duty of business to comply with 
laws and to respect human rights

• Access to remedy for victims of 
business-related abuses
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Labour and social standard Objective Focus areas
ISO 26000 To provide guidance to all types 

of businesses for operating in a 
social responsible manner. 

• Organisational governance
• Human rights
• Labour practices
• The environment
• Fair operating practices
• Consumer issues
• Community involvement and 

development 

Ethical Trading Initiative (ETI) 
Code of labour practice

To improve the working lives of 
people around the world who 
make or grow consumer goods 
(an alliance of companies, 
trade unions, and voluntary 
organisations working in 
partnership).

• Health and safety
• Reducing child labour
• Increasing wages
• Reducing the incidence of excessive 

overtime

Core Labour Standards (CLS) To improve workers’ conditions. • Freedom of association, the right to 
collective bargaining

• Elimination of forced and compulsory 
labour

• Abolition of child labour
• Elimination of discrimination 

Social Accountability 8000 
standard (SA 8000)

To provide a standard to protect 
the basic human rights of workers.

• Child labour
• Forced labour
• Health and safety
• Freedom of association and right to 

collective bargaining
• Discrimination
• Discipline
• Working hours
• Compensation
• Management systems

Fair Labour Association (FLA) To support businesses that belong 
to the FLA in upholding the FLA 
Workplace Code of Conduct, to 
establish internal systems for 
monitoring workplace conditions, 
and to maintain code standards 
throughout supply chains. 

• Labour 

Source: Researcher’s own presentation
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PHASE TWO OF THE RESEARCH: 
CONTENT ANALYSIS

The research design for the content analysis is described 
in the following paragraphs.

Research sample

A purposeful (non-random) sample consisted of the top 
100 JSE-listed companies that were selected on the 
basis of company size, which is widely acknowledged 
as having a positive influence on the adoption, extent, 
and quality of sustainability reporting (Hahn & Kuhnen, 
2013:17). It is argued that large companies will be 
examples of “better sustainability reporting practices” 
because they are usually exposed to a diverse set of 
stakeholders, and so may engage in signalling activities 
such as sustainability reporting to secure their legitimacy 
in society (Hahn & Kuhnen, 2013:14). Company size is 
frequently measured by total assets, turnover, number 
of employees, or market capitalisation (Hahn & Kuhnen, 
2013:10). Market capitalisation is considered to be an 
appropriate indicator of company size for the purpose 
of this paper. Market capitalisation is calculated by 
multiplying the current share price by the number of 
outstanding shares. 

The list of top 100 companies by market capital was 
downloaded from the Sharenet website on 12 February 
2015. Sixteen entries (companies) on the list were 
omitted as they included market capital of non-listed 
companies, such as exchange-traded notes (NBEXX2), 
share instalments (NPNNIK), and exchange-traded 
funds (NEWGOLD, NEWPLAT). Thus the sample 
consisted of 84 companies. This sample allowed for an 
investigation of the labour and social standards used 
in sustainable reporting in a single context: JSE-listed 
companies.

Data collection

In order to gather primary data about the labour and 
social standards used in sustainability reporting, the 
content analysis was facilitated by a pre-determined list 

of standards (see Table 1). The ‘schedule for content 
analysis’ contained a limited number of context units, 
thus reducing the need to decide between a large number 
of items; and finally a key word search ensured that all 
context units had been captured. Three researchers 
performed the content analysis and feedback. Each 
researcher initially content-analysed two sustainability 
reports, after which a group meeting was convened, 
during which the information collected from the initial 
six content analyses was compared, cross-checked, 
and discussed for consistency. After consensus was 
reached, the content analysis proceeded. A final cross-
check was performed at the end, when each researcher 
checked five data collection schedules. 

Schedule for content-analysis

The sustainability reports of 84 ranked JSE-listed 
companies were content-analysed and cross-checked 
against the self-developed list of standards (see Table 
1). The schedule for content analysis was divided into 
two main sections: Section A obtained biographical 
information: the industry in which a participant company 
operates, its international status, and the format of 
its reporting. Section B contained labour and social 
standards. 

The schedule for content analysis was applied to the 
sustainability reports of the 84 selected companies 
for the financial year 2014. Only the incidence of 
disclosure was recorded, not the number or quality of 
the sustainability disclosures. A rating value of either 
‘0’ (an absence of information) or ‘1’ (the presence of 
information) was assigned to the data collected.

Data analysis 

Data analysis transforms the data collected into an 
answer that addresses the original research questions 
(Terre Blanche, Durrheim & Painter, 2006:52). In this 
paper, descriptive analyses and chi-square were 
used to analyse the data collected by way of content 
analysis. Descriptive statistics, including frequency 
tables, response patterns per participating company, 
and frequency tables per industry, were used to analyse 
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the results of the content analysis. On the basis of 
the frequency tables, various standards were omitted 
from the list because of non-use by the participating 
companies. Chi-square statistics were then used to 
identify statistical relationships between the remaining 
variables. Relationships were determined for the 
industry in which a participating company operates and 
for the international status of a participating company.

RESULTS/FINDINGS

The South African government stimulates reporting 
on sustainability through mandatory (legislative) 
requirements, voluntary guidance, and other initiatives. 
The mandatory requirements require designated 
businesses to report to government on an annual basis, 
but public disclosure is voluntary. Table 2 summarises the 
mandatory requirements that have driven the structure of 
South African sustainability reports.

TABLE 2: FREQUENCY DISTRIBUTION: MANDATORY REQUIREMENTS

Variables Frequency Percentage
%

Black Economic Empowerment Act (BEE Act) 73 87
Employment Equity Act (EE Act) 57 68

(n = 84)
Source: Researcher’s own presentation

Table 2 shows that 87% of the participating companies 
report on the Black Economic Empowerment (BEE) Act in 
their sustainability reports, followed by the Employment 
Equity (EE) Act (68%). Analysing the results in Table 

2 per industry will provide insight into whether the use 
or non-use of the BEE Act and the EE Act by partici- 
pating companies is industry-specific, as indicated in 
Table 3.

TABLE 3: USE OF BEE ACT AND EE ACT PER INDUSTRY

Industry Industry (n=84)
BEE EE

Frequency Percentage of 
industry % Frequency Percentage of 

industry %
Basic Materials 18 18 100 13 72
Oil & Gas 1 1 100 1 100
Industrials 5 3 60 5 100
Consumer Goods 9 7 78 5 56
Healthcare 4 4 100 4 100
Consumer Services 13 13 100 10 77
Telecommunications 3 3 100 3 100
Financials 20 19 95 11 55
Technology 1 1 100 1 100
Real Estate 10 4 40 4 40
 Total 84 73 100 57 100

Source: Researcher’s own presentation
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Table 3 shows that both South African legislative 
requirements (the BEE Act and the EE Act) are used in all 
industries.

International standards with complementarities, synergies, 
and strengths assist businesses with their sustainability 
reporting (Carrots & Sticks, 2013:22). Table 4 summarises 
the results of the use of international social and labour 
standards.

TABLE 4: FREQUENCY DISTRIBUTION: INTERNATIONAL SOCIAL AND LABOUR STANDARDS

Variables Frequency Percentage
%

International Labour Organization (ILO) 32 38
United Nations Guiding Principles on Business and Human 
Rights 21 25

ISO 26000 1 1
Ethical Trading Initiative (ETI) Code Of Labour Practice 1 1
Core Labour Standards (CLS) 0 0
Social Accountability 8000 (SA 8000) 0 0
Fair Labour Association (FLA) workplace code 0 0

(n = 84)
Source: Researcher’s own presentation

Table 4 shows that 38% of the participating companies 
mentioned the International Labour Organization (ILO), 
while 25% of the participating companies mentioning 
the United Nations Guiding Principles on Business and 
Human Rights. Only 1% mentioned ISO 26000 and 1% the 
Ethical Trading Initiative (ETI) Code of Labour Practice. 

Core Labour Standards (CLS), Social Accountability 
8000 (SA 8000), and the Fair Labour Association (FLA) 
were not mentioned in any of the sustainability reports of 
participating companies. The use of the four standards 
that were mentioned by participating companies per 
industry is provided in Table 5.

TABLE 5: USE OF SOCIAL AND LABOUR STANDARDS PER INDUSTRY

Industry Industry 
(n=84)

ILO
UN Guiding 

Principles on 
Human Rights

ISO 26000 ETI

Frequency

%

Frequency

%

Frequency

%

Frequency

%

Basic Materials 18 15 83 10 56 1 6 0 0
Oil & Gas 1 1 100 0 0 0 0 0 0
Industrials 5 2 40 1 20 0 0 0 0
Consumer Goods 9 4 44 3 33 0 0 1 6
Healthcare 4 0 0 0 0 0 0 0 0
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Industry Industry 
(n=84)

ILO
UN Guiding 

Principles on 
Human Rights

ISO 26000 ETI

Frequency

%

Frequency

%

Frequency

%

Frequency

%

Consumer Services 13 4 31 1 8 0 0 0 0
Telecom 3 2 67 1 33 0 0 0 0
Financials 20 4 20 3 15 0 0 0 0
Technology 1 0 0 0 0 0 0 0 0
Real Estate 10 0 0 2 20 0 0 0 0
 Total 84 32 100 21 100 1 100 1 100

Source: Researcher’s own presentation

Table 5 shows that in two industries – Healthcare and 
Technology – none of the social and labour management 
standards were mentioned by participating companies. 
The ILO was not mentioned by participating companies in 
three industries: Healthcare, Technology, and Real Estate. 
The UN Guiding Principles on Human Rights were not 
mentioned by participating companies in three industries: 
Oil and Gas, Healthcare, and Technology. ISO 26000 
was mentioned by participating companies operating in 
the Basic Materials industry only, and the Ethical Trading 
Initiative (ETI) was used in the Consumer Goods industry 
only. In total, 32 participating companies used ILO, 21 
participating companies used the UN Guiding Principles 
on Human Rights, one participating company used ISO 
26000, and only one participating company used ETI. 
These totals correspond with the totals reported in Table 4.
In order to analyse statistical relationships between the 
variables identified in the content analysis, chi-square 

statistics were used. Relationships were determined for:
the industry in which a participating company operates; 
and the international status of a participating company.

The number of companies per industry category was not 
large enough to perform chi-square statistics, and so 
certain industries were combined. Consumer Goods and 
Health Care were combined to form a ‘Consumer Goods 
and Health Care’ category. Industrials, Oil and Gas, 
Telecommunications, and Technology were combined 
to form an ‘Industrials and Other’ category. Only those 
results with a chi-square statistical probability smaller than 
0.05 (statistically significant) will be discussed.

Table 6 highlights the use of the Black Economic 
Empowerment Act by participating companies from 
different industries.

TABLE 6: CONTINGENCY TABLE: INDUSTRY AND BLACK ECONOMIC EMPOWERMENT ACT (BEE ACT)

Industry
Black Economic Empowerment Act (BEE Act)

No Yes Total
Basic Materials 0 0% 18 100% 18 100%
Industrials and Other 2 20% 8 80% 10 100%
Consumer Goods & 
Health care 2 15% 11 85% 13 100%
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Industry
Black Economic Empowerment Act (BEE Act)

No Yes Total
Consumer Services 0 0% 13 100% 13 100%
Financials 1 5% 19 95% 20 100%
Real Estate 6 60% 4 40% 10 100%
Total 11 13% 73 87% 84 100%

Chi² (d.f. = 5, n = 84) = 11.60; p = .041; V = 0.37 Medium (4 added to each cell to meet minimum expected frequency 
requirements)

Source: Researcher’s own presentation

Table 6 shows relationships in the use of the BEE Act by 
participating companies from different industries. In both 
the Basic Material and Consumer Service industries, 100% 
of the participating companies use the BEE Act, followed 
by 95% of participating companies in the Financial industry, 
85% in the Consumer Goods and Health Care industries, 
and 80% of participating companies in the Industrial and 

Other industries. Only 40% of the participating companies 
in the Real Estate industry use the BEE Act.

Table 7 highlights the use of the International Labour 
Organisation’s (ILO) tripartite declaration of principles for 
multi-national enterprises (MNE) and social policies in 
participating companies from different industries.

TABLE 7: CONTINGENCY TABLE: INDUSTRY AND ILO’S TRIPARTITE DECLARATION OF PRINCIPLES CONCERNING MNE AND SOCIAL 

POLICIES

Industry
International Labour Organisation

No Yes Total
Basic Materials 3 17% 15 83% 18 100%
Industrials and Other 5 50% 5 50% 10 100%
Consumer Goods & Health 
Care 9 69% 4 31% 13 100%

Consumer Services 9 69% 4 31% 13 100%
Financials 16 80% 4 20% 20 100%

Real Estate 10 100% 0 0% 10 100%

Total 52 62% 32 38% 84 100%

Chi² (d.f. = 5, n = 84) = 22.21; p < .0005; V = 0.51 Large (1 added to each cell to meet minimum expected frequency 
requirements)

Source: Researcher’s own presentation

Table 7 reveals relationships in the use of the ILO’s tripartite 
declaration of principles for multi-national enterprises and 
social policies by participating companies operating in 

different industries. In the Basic Material industry, 83% of the 
participating companies mentioned the ILO in reporting on 
sustainability, followed by 50% of participating companies 
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in the Industrial and Other industries, 31% in the Consumer 
Goods and Health Care industry, 31% in the Consumer 
Services industry, 20% of participating companies in the 
Financials industry, and none in Real Estate.

Table 8 compares the disclosures under the Employment 
Equity (EE) Act of participating companies holding multiple 
listings and participating companies holding a primary JSE 
listing only.

TABLE 8: CONTINGENCY TABLE: LISTING AND EE ACT

EE Act
Listing

Multiple JSE only Total
No 15 50% 12 22% 27 32%
Yes 15 50% 42 78% 57 68%

Total 30 100% 54 100% 84 100%
Chi² (d.f. = 1, n = 84) = 6.82; p = .009; V = 0.28 Small

Source: Researcher’s own presentation

Table 8 shows that the majority (78%) of the participating 
companies holding a primary listing on the JSE mention 
the Employment Equity Act, compared with 50% of the 
multiple-listed participating companies.

Table 9 highlights the use of the ILO’s tripartite declaration 
of principles for multi-national enterprises and social 
policies standard in participating companies with different 
listing statuses.

TABLE 9: CONTINGENCY TABLE: LISTING AND ILO’S TRIPARTITE DECLARATION OF PRINCIPLES CONCERNING MNE AND SOCIAL 

POLICIES

 International Labour 
Organisation

Listing
Multiple JSE only Total

No 14 47% 38 70% 52 62%
Yes 16 53% 16 30% 32 38%
Total 30 100% 54 100% 84 100%

Chi² (d.f. = 1, n = 84) = 4.59; p = .032; V = 0.23 Small

Source: Researcher’s own presentation

Table 9 shows that 30% of the participating companies holding 
a primary listing on the JSE mentioned the ILO, compared 
with 53% of the multiple-listed participating companies.

Table 4 shows that three international labour and social 
standards were not used by any one of the participating 
companies:

• Core Labour Standards (CLS)

• Social Accountability 8000 standard (SA 8000)

• Fair Labour Association (FLA)
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Analysing the remaining four international labour and 
social standards used by participant companies per 
industry provides insight into whether their use or non-use 
is industry-specific. Table 5 highlights the use and non-use 
of the remaining four standards per industry. 

Table 5 shows what variables were used (by participating 
companies) in the respective industries. Based on the 
analysis of Table 5, two international labour and social 

standards are not used across all industries (they are used 
in only one industry):

• ISO 26000

• Ethical Trading Initiative’s (ETI) code of labour 
practice

Table 10 summarises the results of the chi-square statistics 
addressing research questions (a) and (b).

TABLE 10: SUMMARY OF THE RESULTS OF CHI-SQUARE STATISTICS

Question Chi-square Result

iNDUSTRY
Research question (a): 
Does the use of labour and social standards depend on the industry of the participants?

Does the use of South African 
legislative requirements 
depend on the industry of the 
participants?

Black Economic 
Empowerment Act (BEE 
Act): p=0.041

Yes, the use of the BEE Act depends on the industry.
Use of the BEE Act is lowest in the Real Estate 
industry (40%).

Does the use of international 
labour and social standards 
depend on the industry of the 
participants?

International Labour 
Organization: p<0.0005

Yes, the use of the ILO depends on the industry.
The Real Estate industry is the only one that does 
not mention the ILO.
 

INTERNATIONAL STATUS
Research question (b):
Does the use of labour and social standards depend on the international status of the participants?

Does the use of South African 
legislative requirements 
depend on the international 
status of the participants?

Employment Equity Act 
(EE Act): p = 0.009

Yes, the use of the EE Act depends on international 
status.
78% of the companies holding a primary listing on the 
JSE mention the Employment Equity Act, compared 
with 50% of participants with international status. 

Does the use of international 
labour and social standards 
depend on the international 
status of the participants?

ILO’s tripartite declaration 
of principles concerning 
multi-national enterprises 
and social policy: 
p = 0.032

Yes, the use of the ILO depends on international 
status.
30% of companies holding a primary listing on 
the JSE mention the ILO, compared with 53% of 
participants with international status.

Source: Researcher’s own construct
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CONCLUSIONS AND RECOMMENDATIONS

Although the literature describes nine labour and social 
standards, this paper has shown that only four standards 
are used by more than one of  the companies in the sample. 
As the sample consists of the top 100 companies in South 
Africa, one could argue that such companies should be 
regarded as benchmarks. 

Four labour and social standards were identified that could 
possibly guide the content of sustainability reports across 
various industries in South Africa:

• South African legislative requirements

 ° BEE Act

 ° EE Act

• International labour and social standards

 ° International Labour Organisation (ILO) 

 ° UN Guiding Principles on Human Rights

Three international labour and social standards – the 
Core Labour Standards, the Social Accountability 8000 
standard, and the Fair Labour Association – were not used 
by any of the participating companies. Two international 
labour and social standards – ISO 26000 and ETI – were 
used in one industry only, and therefore their use by the 
sample companies is considered as insufficient. ISO 
26000 is based on a descriptive rather than a prescriptive 
approach, and so it allows companies flexibility in carrying 
out sustainability initiatives. Practitioners may be more 
inclined to use specific guidelines for implementing 
sustainability – which the descriptive approach of ISO 
26000 does not provide (Asif & Searcy, 2014:420). Du 
Toit (2002) studied the ETI’s pilot project in the South 
African wine industry, and found (du Toit 2002:356) that 
the ETI has serious limitations in view of the restructuring 
of the South African labour market, which has reshaped 
agricultural employment in ways that limit the ability of 
employment standards to address the real difficulties 
faced by agricultural workers.

Sustainability issues are not equally important for 
businesses operating in different industries. Businesses 
operating in polluting and carbon-intensive industries are 
more inclined to disclose information on sustainability. The 
real estate industry is not a high polluting carbon-intensive 
industry, and this could possibly be the reason for overall 
low labour and social disclosures in its sustainability 
reports.

Labour issues are becoming increasingly important, and 
governments and stock exchanges in many countries 
require – or strongly encourage – businesses to provide 
some level of reporting. It is recommended that the list of 
four labour and social standards discussed above be used 
as a blueprint for reporting on labour and social issues, 
and to engage in signalling activities such as sustainability 
reporting to secure their legitimacy in society.

Two limitations to the study were identified that could 
indicate future research areas. First, the use of labour and 
social standards by small- and medium-sized businesses 
was not addressed in this study. Second, the study did not 
identify why or how certain labour and social sustainability 
standards are used in the sustainability reporting process.
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ABSTRACT

Given the prevalence of financial crime in South 
Africa, it is thus necessary to seek alternative methods 
of performing day-to-day transactions for banked 
consumers. Cardless banking poses a solution to 
financial crime, especially bank card fraud as banked 
consumers would not need to have their bank cards on 
hand to draw cash or to make a transaction. However, 
despite the need for cardless banking services, very few 
consumers who form part of the formal banking sector 
make use of cardless banking. Consumers’ intentions 
to continue using cardless banking services (currently 
offered by South African banks) are unknown, especially 
because South African consumers are unaware of 
the newer forms of cardless banking that have been 
implemented internationally. The aim of this study was 
to identify, investigate and empirically test the influence 
of Financial risk, Knowledge, Usefulness, Ease of use, 
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BANKED CONSUMERS’ PERCEPTIONS OF CARDLESS 
BANKING: AN EXPLORATORY STUDY

Trust, Convenience and Cost on consumers’ Intentions 
to continue using cardless banking. A questionnaire was 
distributed to active ABSA, FNB, Nedbank and Standard 
Bank consumers who reside in the Nelson Mandela 
Metropolitan area and have access to a mobile phone 
and internet connection. An exploratory factor analysis 
was undertaken and Cronbach’s alpha (CA) coefficients 
were calculated to assess the validity and reliability of the 
measuring instrument respectively. Descriptive statistics 
were calculated to summarise the sample data and the 
hypothesised relationships were assessed by means 
of Pearson’s product moment correlations. The results 
of this study showed that all the independent variables 
under investigation were significantly correlated with 
the consumers’ Intentions to continue using cardless 
banking.
 
Key words:  Cardless banking; Banked consumers; 
Banking



FINANCIAL MANAGEMENT, ACCOUNTING AND INVESTMENTS
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  106
ISBN 978-0-620-71113-5

INTRODUCTION AND BACKGROUND

Financial crime can be defined as monetary losses 
through illegal activities including fraud, tax evasion and 
money laundering (Gyimah & Ofori-Dwumfuo, 2013:64). 
It is a non-violent crime occurring when a person or entity 
illicitly takes money or property, which does not belong to 
them, in order to receive benefit from it (FindLaw, 2015). 
It is a concerning fact that financial crime cost the South 
African banking industry R453.9 million during the year 
2014, which is a 23 percent increase from 2013 (South 
African News Agency, 2014). In addition to the monetary 
loss suffered, the concerned banks’ reputation, customer 
loyalty and shareholder confidence is adversely affected 
(Ameevor, 2012:4). Security and safeguard measures 
are also an additional expense incurred by banks in an 
attempt to prevent consumers falling prey to bank card 
fraud (Ameevor, 2012:5). 

Financial crime also has a negative effect on banked 
consumers as sensitive information is linked to bank 
cards and can be used by identity-thieves (Lifelock, 2015). 
Banked consumers refer to consumers that participate in 
the formal banking sector and make use of formal financial 
services (Finmark Trust, 2012:3). Ameevor (2012:7) states 
that it is possible to use this sensitive information obtained 
to open bank accounts, credit cards and loans in the name 
of the affected banked consumer. Banked consumers are 
not always responsible for the full financial loss resulting 
from financial crime, as many banks reimburse a portion of 
the stolen amount (Lifelock, 2015). Cancelling bank cards 
and then waiting for the replacement, which may take a few 
days to be delivered, are inconveniences experienced by 
banked consumer as a result of bank card fraud (Bhosale 
& Sawant, 2012:11). 

Budhram (2012:32) identifies card counterfeiting and card 
theft as the most common types of financial crime occurring 
in South Africa. Counterfeiting is producing a copy of 
a valuable item with the purpose to deceive or defraud 
(Spink, Moyer, Park & Heinonen, 2013:2). The information 
is extracted from the magnetic strip of an authentic bank 
card, using a skimming device which is inserted into an 
Automated Teller Machine (ATM) or onto a Point Of Sale 
(POS) terminal without the knowledge of the card holder 

(ABSA, 2015; Budhram, 2012:32). Given the prevalence 
of financial crime as highlighted above, a safer financial 
sector is thus needed in South Africa.

Cardless banking poses a solution to financial crime, 
especially bank card fraud as banked consumers would 
not need to have their bank cards on hand to draw cash or 
to make a transaction (FIS, 2015). Counterfeiting, which 
normally takes place when swiping or inserting a card into 
an ATM or POS terminal, will be more difficult as banked 
consumers are now able to purchase goods in the store 
without making use of their cards (Budhram, 2012:32). 
Cardless banking has additional security measures in 
place, such as computer generated codes which are sent 
via a short message service (SMS) on a secure network 
as part of a two code authentication system (Istrate, 
2014:15). Channel Banking Innovation (n.d.) describes 
cardless banking services as banked consumers having 
access to services such as cash withdrawal, balance 
statements and purchasing airtime (FNB, 2015).

PROBLEM STATEMENT AND RESEARCH 
OBJECTIVES 

As mentioned previously, the prevalence of financial crime, 
in particular bank card fraud in South Africa, has made 
it necessary for banked consumers to seek alternative 
methods of performing day-to-day transactions. However, 
despite the need for cardless banking services, very few 
consumers who form part of the formal banking sector 
make use of cardless banking. Therefore, aim of this study 
was to investigate banked consumers’ perceptions of 
using cardless banking. The purpose being to investigate 
whether what factors positively or negatively influenced 
banked consumers’ intentions to continue using cardless 
banking solutions.

Cardless banking is defined as the transfer and/or 
withdrawal of funds by banked, underbanked or unbanked 
consumers over a wireless network using electronic 
devices (Karthikeyan, 2012:14). For the purpose of this 
study, cardless banking will be defined as consumers 
having access to services offered by financial institutions 
without having to present a bank card.
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LITERATURE REVIEW

Given the objectives of the study, a brief literature review 
is provided on the nature of cardless banking, with specific 
reference to South Africa. Furthermore, possible factors 
influencing banked consumers’ perceptions on cardless 
banking will be highlighted.

Nature of cardless banking

When considering the implementation of cardless 
banking services on a global scale, Webster Bank, in the 
United States, has introduced biometric technology in the 
form of fingerprint authentication (Banking Technology, 
2015). The use of Apple’s Touch identification allows 
consumers of Webster Bank to login and check their 
balance or view their transaction history by swiping their 
finger on the application downloaded to their cell phone 
(Banking Technology, 2015). Maybank, in Malaysia, has 
a cardless withdrawal service, which enables banked 
consumers to transfer funds to any individual with a 
Malaysian cell phone number. The recipient collects the 
transferred funds from a Maybank ATM, without needing 
a bank card (Maybank, 2014). HSBC UK, a bank in the 
United Kingdom, offers online and mobile banking to their 
consumers (HSBC UK, 2014). Online banking and mobile 
banking involves the connection to the internet or mobile 
terminals which allows the banked consumer to perform 
banking activities (Chavan, 2013:20; Auckland University 
of Technology, n.d.).

The four biggest banks in South Africa, namely 
Amalgamated Bank of South Africa (ABSA), First 
National Bank (FNB), Nedbank and Standard Bank have 
all implemented a cardless banking option (ABSA, 2015; 
FNB, 2015; Nedbank, 2015;Standard Bank, 2014). This 
allows banked consumers to send funds to unbanked 
consumers and to perform other bank transactions as 
they would with the use of internet or mobile banking, 
which will be discussed in more detail in the literature 
review (ABSA, 2015; FNB, 2015; Nedbank, 2015; 
Standard Bank, 2014). Standard Bank is the only bank 
to offer a cardless banking option which allows banked 
consumers to pay for goods at a store using their cell 
phones (Snapscan, 2013). There are currently 10 000 

stores in South Africa that facilitate Snapscan and this 
number is likely to increase with the acceptance and 
adoption of Snapscan (Snapscan, 2013). 

Finmark Trust (2013:12) indicates that 75 percent of 
South Africans are banked consumers. South Africa has 
the second highest adoption rate of mobile banking, with 
78 percent of banked consumers making use of mobile 
banking applications (BusinessTech, 2014). However, 
according to Chidembo (2009:83), 60 percent of South 
Africa’s population would rather make use of credit 
or debit cards to pay for goods than use a near field 
communication (NFC) device. NFC technology allows 
banked consumers to tap their cell phones against 
a payment point, after which the amount for the item 
purchased is deducted off their virtual cash balance held 
on their cell phone (Instant Money, 2011). 

Banked consumers are still unsure about how cardless 
banking works and may not be aware of the benefits and 
the options available to them, indicating that consumers’ 
perceptions towards cardless banking are unknown. 
However, mobile banking adoption rates have increased 
over the years, from 21 percent in 2011 (Nielsen, 2015) 
to 78 percent in 2014, as consumers find it quick, easy 
to use and convenient (BusinessTech, 2014). Thus 
banked consumers have a more positive perception 
towards mobile banking as they are now familiar with the 
applications.
 
Du Plessis and Rousseau (1999:177) define perception 
as “the process by which an individual observes, selects, 
organises and reacts to an object, concept or person in a 
meaningful way”. Perceptions held by banked consumers 
towards cardless banking are important because they 
indicate consumers’ intentions to continue using cardless 
banking. By determining the perceptions that banked 
consumers’ hold towards cardless banking, reasons as 
to why banked consumers do not make use of these 
facilities despite having access to them, were identified 
and their intentions to continue using cardless banking 
were determined. Therefore, the consumer’s Intention 
to continue using cardless banking was the main focus 
of this study. Positive perceptions are likely to lead to 
Intentions to continue using cardless banking.
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Factors influencing the perceptions of using 
cardless banking

Several factors have been identified in literature that 
could possibly influence consumers’ intentions to continue 
using cardless banking. The possible factors identified 
include Financial risk, Knowledge of cardless banking, the 
Usefulness thereof, the Ease of use of cardless banking, 
Trust in cardless banking, the Convenience and the Cost 
of cardless banking. These factors will be discussed in the 
paragraphs below.

Financial risk is the possibility of monetary loss due to 
transaction errors, theft or counterfeiting (Lee, 2008:2). 
Kabir (2013:100) adds that financial risk is the possible 
loss of money due to bank account misuse or bank errors. 
Ricciardi (2008:87) describes financial risk as consumers’ 
belief that the use of technology in completing a transaction 
will create a subjective degree of uncertainty for the 
consumer. The perception of financial risk is considered 
to be a subjective decision because what one person may 
perceive as a major risk may be perceived as a minor risk 
to another individual (Ricciardi, 2008:87).

Feelings of financial insecurity or anxiety that a consumer 
may have before, during or after an online transaction 
may affect the perception that the consumer holds 
towards cardless banking (Halaweh, 2012:30-31). Banked 
consumers will resist cardless banking if they perceive it 
to be too risky, despite the bank guaranteeing the security 
thereof (Lee, 2008:4). It is thus possible to suggest that 
there is a relationship between Financial risk and banked 
consumers’ Intentions to continue using cardless banking 
(Halaweh, 2012:30-31; Lee, 2008:2). Consumers who 
perceive there to be less Financial risk in cardless banking 
are more likely to have Intentions to continue using cardless 
banking (Lee, 2008:4; Kesharwani & Bisht, 2012:303).

Knowledge refers to consumers knowing that an innovation 
exists and understanding the benefits its use may hold 
(Hussein Al-Fahim, 2012:4). Juwaheer, Pudaruth and 
Ramdin (2013:211) describe knowledge as the level 
of information and understanding that a consumer has 
about a product or service.  Woodward (2000:121) further 
explains that knowledge can be considered as a set of 

facts or ideas that create an educated judgement or 
perception, which is shared with other people through 
communication mediums. Therefore it can be assumed 
that banked consumers are knowledgeable of cardless 
banking if they know it exists and understand the benefits 
it may provide. For this to be possible, consumers need 
to know enough about cardless banking to create an 
educated judgement or perception towards it. Banked 
consumers are more likely to make use of cardless banking 
if they have knowledge of its existence (Hussein Al-Fahim, 
2012:4). The more knowledgeable banked consumers are 
about cardless banking the more likely it is that they will 
Intentions to continue using cardless banking.

Usefulness refers to the extent to which a product, service 
or innovation increases a consumer’s performance or 
satisfaction (Hussein Al-Fahim, 2012:4). Consumers 
perceive cardless banking to be useful when it can be 
integrated into their normal daily activities with ease 
(Rono, 2014:19). The degree of expected increase in 
banked consumer’s performance due to cardless banking 
can be evaluated on four aspects, namely the speed 
of completing tasks, the increase in productivity and 
efficiency of the consumers’ ability to perform the task and 
the facilitation of cardless banking to consumers (Khayati 
& Zouaoui, 2013:8). Technology is useful if it provides a 
solution to achieve consumers’ objectives (Rono, 2014:19). 
Technology that consumers believe increases their 
performance is seen as useful (Hsu & Chang, 2013:212).

If consumers believe that cardless banking enhances 
the speed of completing tasks, improves productivity, 
efficiency, and the facilitation of banking then they are 
likely to consider cardless banking to be useful. The more 
consumers perceive cardless banking to be Useful, the 
more likely it is that they will have positive perceptions 
towards it. Therefore banked consumers that perceive 
cardless banking as Useful are more likely to have 
Intentions to continue using of cardless banking (Hussein 
Al-Fahim, 2012:4).

Ease of use, or usability, is defined as the degree to 
which users are able to use a system or item with the 
skills and knowledge that they have (Bevan, Kirakowskib 
& Maissela, 1991:2). Technology that is simple to learn, 
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flexible and compatible with consumers’ needs and values 
will be perceived as being easy to use (Rono, 2014:18). 
Ease of use assists in building relationships between 
banks and their consumers (Jeong & Yoon, 2013:34). It 
indicates that the bank took the time to think about what 
banked consumers’ needs are and how to make it easy for 
them to achieve their objectives (Jeong & Yoon, 2013:34). 
Consumers may find cardless banking difficult to use 
when the method or application is not easy to learn or 
use (Jeong & Yoon, 2013:34). The easier it is for banked 
consumers to use, the more likely it is that they will have 
Intentions to continue using cardless banking (Kesharwani 
& Bisht, 2012:306).

Kim, Chung and Lee (2010:258) define trust as the 
willingness to rely on something. Trust can also be 
described as the extent to which an individual displays 
a consistent tendency to willingly rely upon other people 
or technology to perform tasks (McKnight & Chervany, 
2000:830). Trust, in an online business context, can be 
defined as consumers’ belief that a transaction will be 
completed successfully by the technological infrastructure 
(McCord & Ratnasingam, 2004). Feelings of uncertainty 
and vulnerability are important characteristics of trust and 
are reflected in online transactions (Corbitt, Thanasankit & 
Yi, 2003:204)

There are three dimensions of trust namely ability, integrity 
and benevolence (Kabir, 2013:100). The perceptions that 
consumers have about the competency of the banking 
industry, to provide the expected service, refers to the 
trust consumers have in the banking industry’s ability 
(Kabir, 2013:100). Integrity refers to consumers’ perceived 
expectations that the bank will be fair, transparent, and 
abide by reasonable conditions regarding transactions 
(Kabir, 2013:100). Benevolence refers to the bank’s 
willingness to show empathy towards their consumers as 
well as act in good faith to alleviate banked consumers’ 
concerns and act in their best interest (Kabir, 2013:100). 
Banked consumers that consider cardless banking options 
as trustworthy are likely to have Intentions to continue 
using cardless banking (Corbitt et al., 2003:204). 

Convenience can be defined as the time and effort 
saved in performing a task (Chang, Yan & Tseng, 

2012:812; Cheney, 2008:29). Convenience has also been  
described as the quality of technology being fitted to an 
individual’s comfort, intentions or needs (Clemes, Gan & 
Du, 2012:35). According to Bhatiasevi (2015:5), there are 
five dimensions of convenience, namely the time, place, 
acquisition, use and execution of cardless banking. The 
time and place dimensions indicate when and where 
it is convenient for a banked consumer to make use of 
cardless banking (Bhatiasevi, 2015:5). The acquisition 
and use dimensions refer to how easy it is for the banked 
consumer to acquire the means to make use of cardless 
banking and the convenience experienced by the banked 
consumer (Bhatiasevi, 2015:5). The execution dimension 
focuses on bank providers offering cardless banking to their 
consumers (Bhatiasevi, 2015:5). A possible relationship 
exists between the Convenience of cardless banking 
and banked consumers’ perceptions of cardless banking  
(Hsu and Chang, 2013:213). The more Convenient 
cardless banking is considered to be by banked consumers,  
the more likely it is that they will have Intentions to  
continue using cardless banking (Cheney,  
2008:29).
 
Cost relates to what must be sacrificed or given up, in 
either monetary or non-monetary sources, to receive a 
particular service (Clemes et al., 2012:37).  According to 
Chitungo and Munongo (2013:58), cost can be defined  
as the required sum of money that must be paid before  
an action can be completed. The monetary costs  
could relate to equipment, access costs and transaction 
fees (Alsoufi & Ali, 2014:5). Equipment cost, also known 
as fixed costs, refers to the cost incurred by banked 
consumers to acquire items that facilitate cardless 
banking such as a cell phone, computer, laptop or tablet 
(Teoh, Chong, Lin & Chua, 2013:468). Access costs refer 
to the costs banked consumers incur to be able to make 
use of cardless banking such as internet connection fees 
(Freedom of Information, 2015).  Transaction costs refer 
to the costs banked consumers incur from their bank and 
cell phone provider for making use of cardless banking 
services such as the bank’s transaction fee and the mobile 
provider’s data fee (Teoh et al., 2013:468). The more 
banked consumers perceive the costs to be reasonable or 
affordable, the more likely it is that they will have Intentions 
to continue using cardless banking.
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HYPOTHESES

From the literature review, seven factors have been 
identified that could possibly influence consumers’ 
intentions to continue using cardless banking. The 
possible factors identified include Financial risk, 
Knowledge of cardless banking, the Usefulness thereof, 
the Ease of use of cardless banking, Trust in cardless 
banking, the Convenience and the Cost of cardless 
banking. Given the objectives of the study, the following 
research hypotheses have been formulated:

H1:  There is a relationship between the perceptions of 
the Financial risk of cardless banking and banked 
consumers’ Intentions to continue using cardless 
banking. 

H2:  There is a relationship between the perceptions of 
the Knowledge of cardless banking and banked 
consumers’ Intentions to continue using cardless 
banking. 

H3:  There is a relationship between the perceptions of 
the Usefulness of cardless banking and banked 
consumers’ Intentions to continue using cardless 
banking. 

H4:  There is a relationship between the perceptions of 
the Ease of use of cardless banking and banked 
consumers’ Intentions to continue using cardless 
banking. 

H5:  There is a relationship between the perceptions of 
the Trust in cardless banking and banked consumers’ 
Intentions to continue using cardless banking. 

H6:  There is a relationship between the perceptions of 
the Convenience of cardless banking and banked 
consumers’ Intentions to continue using cardless 
banking. 

H7:  There is a relationship between the perceptions 
of the Cost of cardless banking and consumers’ 
Intentions to continue using cardless banking.

RESEARCH METHODOLOGY

To complement the positivistic research paradigm to be 
used in the study, a quantitative research methodology will 
be used. The intended research methodology to be used 
in a study dictates the type of research methods for data 
collection and data analysis to be used.

Sampling and data collection and analysis 
methods

For the purpose of this study, banked consumers will be 
defined as South African consumers who make use of 
one or more traditional or formal banking services offered 
by commercial banks, particularly ABSA, FNB, Nedbank 
and Standard Bank. The sample for the current study was 
restricted to consumers who have an active bank account, 
access to the internet and mobile device and bank with 
ABSA, FNB, Nedbank or Standard Bank within the Nelson 
Mandela Metropolitan area. 

To access a sample of a study that is acceptable, feasible 
and representative of the population, a method of sampling 
needs to be employed (Walliman, 2011:93; MacDonald & 
Headlam, 1999:69). Convenience sampling was in this 
study due to the method being cost effective and easy to 
conduct (Coldwell & Herbst, 2004:81; Huck, 2012:101). 
A total of 187 of the 200 questionnaires were returned, 
184 questionnaires were deemed useable, as three were 
deleted due to missing information or values. The response 
rate was therefore 93.5 percent and the effective response 
rate was 92 percent

Development of the measuring instrument

A measuring instrument was developed to collect the 
raw data necessary for this study. The measurement 
instrument contained a cover letter and the questionnaire. 
The questionnaire was divided into two sections. Section 
A of the questionnaire requests certain demographic 
information from the respondents. A qualifying question 
was also asked to determine whether the respondent 
meets the requirements for participating in this research, 
namely if they have an active banking account, access to 
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the internet or a mobile device and bank with ABSA, FNB, 
Nedbank or Standard Bank. The respondents were also 
requested to provide details pertaining to their gender, 
age, ethnicity, highest level of education, income, which 
cardless banking services they make use of, the type of 
transactions performed using cardless banking and how 
often they make use of cardless banking services. 

Section B commences with an explanation of the four 
types of cardless banking to give the respondents a better 
understanding of the context of the research. The seven 
independent variables and the dependent variable were 
measured using the scale (35 items) developed from 
literature findings. Existing scales were found in journal 
articles and the statements were then rephrased to suit 
the context of the study. The items have been randomised 
to ensure the answers from the respondents are honest 
and unbiased. Respondents indicated their extent of 
agreement using a 5-point Likert-scale. The number 1 
indicates strong disagreement with a statement while 5 
indicates strong agreement. The questionnaires were self-
administered with the assistance of field workers.

RESULTS

The following section provides an overview of the empirical 
results of the study. The demographic information of 
the sample is described and the results of the validity 
and reliability statistics are described with reference to 
certain descriptive statistics. Thereafter the results of the 
inferential statistics that were calculated is described.

Sample description

More than half (54%) of the respondents were female, 
while male respondents accounted for 45 percent of the 
sample. Nearly half (49%) of the respondents were aged 
between 20-29 years old, with 15 percent being 40-49. 
The highest education level achieved by about a third 
(33%) of the respondents was a Bachelor’s Degree, 
followed by Matric (25%). With regards to income levels, 
31 percent of the respondents earn between R0-R5 000 
monthly and 25 percent earn between R20 000 - R40 000 
monthly.

TABLE 1:  INFORMATION REGARDING USAGE OF CARDLESS BANKING

Cardless banking services used Frequency Percentage 
Mobile banking 22 12.02
Internet banking 43 23.50
Biometric banking 2 1.09
Cardless cash withdrawal 7 3.83
A combination of above 108 59.02
Not willing to say 1 0.55
Total 183 100
Cardless banking transactions performed Frequency Percentage
Cash withdrawals 18 9.84
Inter-account fund transfers 5 2.73
Balance enquiries 14 7.65
Account payments 12 6.56
Deposits 6 3.28
Sending and receiving funds using cardless cash withdrawal 9 4.92
At least two of the above 73 39.89
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At least four of the above 34 19.58
All of the above 11 6.01
Not willing to say 1 0.55
Total 183 100
Frequency of cardless banking services use Frequency Percentage 
Everyday 24 13.11
Once a week 85 46.45
Once a month 48 26.23
Seldom 25 13.66
Never 1 0.55
Total 183 100

Table 1 indicates that more than half of the respondents 
made use of a combination of cardless banking services. 
While 39.89 percent and 19.58 percent of the respondents 
use approximately two to four of the listed cardless banking 
services offered to them, while only 6.01 percent use all 
of the cardless banking services available to them. The 
majority of the respondents make use of cardless banking 
services at least once a week (46.45%) or once a month 
(26.23%).

Validity and Reliability Results

To assess the construct validity of the measuring 
instrument, an exploratory factor analysis was 
conducted (Struwig & Stead, 2013:149). An exploratory 

factor analysis indicates whether a particular set of 
constructs will influence the results in a predictable 
manner (DeCoster & Hall, 1998:1). Reliability refers 
to the extent to which the results from the measuring 
instrument, a questionnaire in this study, are accurate 
and consistent (Struwig & Stead 2013:138). According 
to Gilem and Gilem (2003:84), Cronbach’s Alpha 
coefficient is a technique that is used to provide an 
estimate of the reliability regarding the results in the 
study. For the purposes of this study, Cronbach Alpha 
coefficients were used to assess the reliability of the 
measuring instrument where only results above 0.7 
were considered reliable (Kabir, 2013:102). The results 
of the validity and reliability tests are presented in Table 
2 below.

TABLE 2: FACTOR LOADINGS AND CRONBACH’S ALPHA COEFFICIENTS

Factors Number of items
Factor loadings

Cronbach’s alpha
Min Max

Attributes 10 0.552 0.736 0.914
Financial risk 7 0.587 0.764 0.891
Knowledge 5 0.517 0.762 0.854
Cost 5 0.548 0.725 0.857
Ease of use 6 0.531 0.719 0.891
Intentions 5 0.866 0.905 0.932
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Five items were intended to measure the factor, Convenience 
of cardless banking.  All five items loaded on this factor. 
However, five items intended to measure Usefulness, 
also loaded onto this factor. This required the factor to 
be renamed to Attributes. Consumers perceive cardless 
banking to be useful when it can be integrated into their 
daily activities, as well as being convenient to use (Rono, 
2014:19). All these items thus fit into the renamed factor, 
Attributes. Ten items were therefore retained in this factor. 
The factor loadings for Attributes ranged between 0.5527 
and 0.7362 which indicates validity. The Cronbach Alpha 
coefficient for Attributes is 0.9138, thus providing sufficient 
evidence of the reliability for the scale measuring Attributes. 

Six items intended to measure the factor, Financial risk all 
loaded onto his factor. Item TR2, that intended to measure 
the factor Trust, also loaded onto this factor. Consumers 
trust that cardless banking will not lead to financial fraud 
(Rezaei, Khosravani & Babakhani, 2015). A total of seven 
items were therefore retained in this factor. The loadings 
for this factor ranged between 0.5871 and 0.7640, which 
indicates construct validity. The Cronbach’s Alpha coefficient 
for financial risk is 0.8907, thus providing sufficient evidence 
of the reliability for the scale of measuring Financial risk. 

Six items were intended to measure the factor, Knowledge 
of cardless banking. Only five items loaded onto this factor. 

The loadings for this factor, Knowledge, ranged between 
0.5169 and 0.7617, which indicates construct validity. The 
Cronbach’s Alpha coefficient for knowledge is 0.8541, thus 
providing sufficient evidence of the reliability for the scale 
measuring Knowledge. 

Five items intended to measure the factor, Cost loaded 
onto this factor. The factor loadings for this variable ranged 
between 0.5478 and 0.7249, which provides evidence of 
construct validity. The Cronbach’s Alpha coefficient for cost 
is 0.8556, therefore providing sufficient evidence of the 
reliability for the scale measuring Cost. 

Five items intended to measure Intentions to continue 
using cardless banking all loaded onto this factor. The 
loadings for this variable ranged between 0.8657 and 
0.9244, which indicates construct validity. The Cronbach’s 
Alpha coefficient for this variable is 0.9315, thus providing 
sufficient evidence of the reliability for the scale measuring 
Intentions to continue using cardless banking. 

As a result of the factor analysis, some of the original 
operational definitions of the factors under investigation 
were adjusted in order to align with the items in the 
measuring scale. The reformulated operational definitions 
are presented in Table 3. 

TABLE 3: REFORMULATED OPERATIONAL DEFINITIONS

Independent variable: Attributes
Refers to the payment options that are useful for engaging in financial transactions, such as checking account 
balances regularly as well as achieving financial objectives, by increasing efficiency and performance to 
conduct personal financial transactions in a fast, time saving manner at any place and time convenient to the 
consumer.
Independent variable: Financial Risk
Refers to posing minimal risk for purchasing products and performing financial transactions, while paying 
attention to privacy concerns, financial fraud concerns and feelings of financial insecurity before, during or 
after performing financial transactions.
Independent variable: Knowledge
Refers to the awareness of cardless banking, having received enough information about what it is, how it works 
and its uses through the marketing thereof.
Independent variable: Cost
Refers to the affordability of acquiring the facilities, paying transaction fees and access costs as compared to 
other banking options.
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Independent variable: Ease of Use
Refers to the lack of mental effort required to understand, learn and become skilful at finding what is wanted 
when using cardless banking.
Dependent variable: Intentions to continue to use of cardless banking
This refers to the certainty to which consumers intend, foresee and plan to continue making regular use of 
cardless banking in the future.

Source: Formulated from validity and reliability results

The originally proposed hypotheses were revised and 
reformulated in order to align with the results obtained from 
the exploratory factor analysis. The revised reformulated 
hypotheses are as follows:

H1:  There is a relationship between the perceptions of 
the Financial risk of cardless banking and banked 
consumers’ Intentions to continue using cardless 
banking. 

H2:  There is a relationship between the perceptions of 
the Knowledge of cardless banking and banked 
consumers’ Intentions to continue using cardless 
banking. 

H3:  There is a relationship between the perceptions of the 
Attribute of cardless banking and banked consumers’ 
Intentions to continue using cardless banking. 

H4:  There is a relationship between the perceptions of 
the Ease of use of cardless banking and banked 
consumers’ Intentions to continue using cardless 
banking. 

H5:  There is a relationship between the perceptions 
of the Cost of cardless banking and consumers’ 
Intentions to continue using cardless banking.

Descriptive statistics

Describing the sample and summarising numerical data 
using mathematical techniques is referred to as descriptive 
statistics (Schwandt, 2007:66). Descriptive statistics are 
not used to make predictions but rather to present and 
summarise a large amount of data (Sheskin, 2003:1; 
Struwig & Stead, 2013:165). A summary of the descriptive 
statistics are depicted in the table 4 below.

TABLE 4: DESCRIPTIVE STATISTICS

Variables Mean Std. Dev Disagree % Neutral % Agree %

Attributes 4.13 0.5923 2 15 83
Financial risk 3.29 0.7561 12 54 34
Knowledge 3.63 0.7102 5 44 51
Cost 3.80 0.6782 3 36 61
Ease of use 3.83 0.6853 3 28 69
Intentions to continue using cardless banking 4.14 0.7499 3 18 79
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The variable Attributes reported a mean score of 4.13, 
the majority of respondents agree that cardless banking 
is useful for increasing efficiency and productivity in 
performing financial transactions as well as engaging in 
and achieving financial objectives. The variable Financial 
risk reported a mean score of 3.29, where less than half 
of the respondents agreed that cardless banking poses 
minimal risk when purchasing products and performing 
financial transactions while also paying attention to 
consumer privacy concerns and feelings of financial 
security before, during or after performing financial 
transactions.

The variable Knowledge reported a mean score of 
3.62, where more than half of the respondents agreed 
that they are aware and receive enough information 
from marketing services about the benefits and uses 
of cardless banking, what it is and how it works.  The 
variable Cost reported a mean score of 3.80, where 
more than half of the respondents agreed that the cost 
of acquiring the facilities for cardless banking such as 
access costs and transaction fees are affordable. The 
variable Ease of use reported a mean of 3.83, with more 
than half  of the respondents agreeing that making use of 
cardless banking to perform financial transactions is easy 

due to the lack of mental effort required to understand, 
learn and become skilful at finding what is wanted.

The dependent variable Intentions to continue using 
cardless banking reported a mean score of 4.14, with 
most respondents agreeing with certainty that they intend, 
forsee and plan to continue making regular use of cardless 
banking in the future.

Pearson’s product-moment correlation

Pearson’s product moment correlation coefficient is a 
technique used to determine the strength of association 
between two variables (Hussey & Hussey, 1997:227). The 
strength of the association between two variables varies 
between +1, indicating a perfect positive correlation, 
and -1, indicating a perfect negative correlation (Struwig 
& Stead, 2013:168). The Pearson’s product moment 
correlation coefficient is designed to be used when the 
variables are quantitative and when the data is normally 
distributed (Huck, 2012:56; Hussey & Hussey, 1997:227). 
The results of the Pearson’s product moment correlation 
coefficient, conducted to establish relationships between 
the various variables in this study are presented and 
summarised in Table 5.

TABLE 5: PEARSON’S CORRELATION COEFFICIENTS

VARIABLE CV FR KNW CT EU INT
Convenience 1.000 0.452 0.562 0.566 0.573 0.814
Financial Risk 0.452 1.000 0.551 0.510 0.562 0.471

Knowledge 0.562 0.551 1.000 0.597 0.674 0.567
Cost 0.566 0.510 0.597 1.000 0.642 0.617

Ease of Use 0.573 0.562 0.674 0.642 1.000 0.602
Intentions 0.814 0.471 0.567 0.617 0.602 1.000

(Bold = p<0.05*)

The correlations between the dependent variable, 
Intentions to continue using cardless banking, and the 
independent variables range from r=0.471 to r=0.814. 
The highest correlation exists between the dependent 
variable, Intentions to continue using cardless banking, 
and the independent variable, Attributes, with a high 

positive correlation score of r=0.814. According to Cheney 
(2008:29) and Hussein Al-Fahim (2012:4), the more 
Attributes cardless banking has the more likely consumers’ 
are to have the Intentions to continue using cardless 
banking. The dependent variable returned a medium 
positive correlation with all of the other independent 
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variables namely, Financial risk (r=0.471), Knowledge 
(r=0.567), Cost (r=0.617) and Ease of use (r=0.602). 
There is thus a significant positive relationship between 
the independent variables and the dependent variable 
Intentions to continue using cardless banking. 

Based on these results, support is found for all the 
hypotheses (H1, H2, H3, H4 and H5). 

MANAGERIAL IMPLICATIONS AND 
RECOMMENDATIONS

Pearson’s product moment correlation coefficient was 
calculated to determine the strength of the relationship 
between the independent variables, namely: Attributes, 
Financial risk, Knowledge, Cost and Ease of use, and the 
dependent variable, Intentions to continue using cardless 
banking. It was found that all of the independent variables 
are positively correlated with the dependent variable, 
Intentions to continue using cardless banking, and with 
each other.

The findings of this study suggest that Cost is positively 
correlated with consumers’ Intentions to continue using 
cardless banking. Therefore, it seems that the more 
affordable cardless banking services are, the more 
consumers will have positive perceptions about continuing 
to make use of cardless banking. This was confirmed by 
Chitungo and Munongo (2013:58) who state that the more 
reasonable or affordable consumers perceive the costs 
of cardless banking to be, the more likely it is that they 
will have positive Intentions to continue using cardless 
banking. Consumer thus perceive the cost of acquiring 
facilities needed (computers; mobile devices), transaction 
fees and access costs (internet connection fees, airtime) 
to be affordable. It is recommended that banks ensure that 
the cost of acquiring cardless banking facilities, transaction 
costs and access costs are affordable for their consumers. 
To achieve this, banks create strategic alliances with 
mobile and internet service providers such as Vodacom, 
MTN, Cell C, Telkom and MWeb, to create a special 
package which can be offered to their consumers to lower 
the access costs to ensure that cardless banking services 
are affordable and that the access costs remain consistent. 

Furthermore, banks should offer lower transaction fees to 
those consumers using cardless banking via their mobile 
phones and computers. 

The findings of this study suggest that Attributes is positively 
correlated with consumers’ Intentions to continue using 
cardless banking. The findings of this study suggests that 
the more Attributes consumers perceive cardless banking 
services to have, the more consumers will have positive 
perceptions about continuing to make use of cardless 
banking. Thus, consumers perceive cardless banking 
to be a useful payment option for engaging in financial 
transactions, such as checking account balances regularly 
as well as achieving financial objectives, by increasing 
efficiency and performance to conduct personal financial 
transactions in a fast, time saving manner at any place 
and time convenient to the consumer (Chang, Yan & 
Tseng, 2012:812; Hsu & Chang, 2013:212; Khayati & 
Zouaoui, 2013:8; Rono, 2014:19). It is recommended 
that banks ensure cardless banking services, used to 
engage in financial transactions, can be easily integrated 
into consumers’ daily lives. Furthermore, banks should 
integrate multiple services into cardless banking and 
offer consumers the option to receive helpful professional 
financial advice on monthly spending, budgeting, saving 
and investing on cardless banking options. 

The findings of this study also suggest that Financial 
risk is positively correlated with consumers’ Intentions to 
continue using cardless banking. This suggests that the 
more affordable consumers perceive cardless banking to 
be, the more likely they are to have intentions to continue 
using cardless banking. It is recommended that the banks 
provide value for money cardless banking options as 
standard.

The findings of this study also suggest that Knowledge 
is positively correlated with consumers’ Intentions to 
continue using cardless banking. This implies that 
consumers’ Intentions to continue using cardless banking 
are influenced by their awareness of cardless banking, 
having received enough information of what it is, how it 
works and its uses through the marketing thereof. It is 
recommended that banks provide training on their cardless 
banking services to clients when they open an account. 
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Furthermore, the banks should create more self-help 
guides for their cardless banking options and distribute 
these guides to all their existing clientele. Short “how-to” 
videos could also be uploaded to the banks’ website and 
social media pages.

Lastly, this study found a significant positive correlation 
between Ease of use, and the dependent variable, 
Intentions to continue using cardless banking. This 
implies that consumers’ Intentions to continue using 
cardless banking are influenced by the lack of mental 
effort required to understand, learn and become skillful at 
finding what the consumer wanted when using cardless 
banking. Banks need to focus more effort on simplifying 
their cardless banking offerings. This would require more 
consumer research into what cardless banking products 
the consumers consider easy to use.

LIMITATIONS AND FUTURE RESEARCH

Despite the contribution of the study, there are some 
limitations that exist which may have contributed to the 
rationale of the results from this study that must be taken 
into account when interpreting the results. Convenience 
sampling was employed in this study as respondents were 
only from the Nelson Mandela Metropolitan area due to 
convenience and availability. Furthermore, respondents 
needed to have an active bank account with ABSA, FNB, 
Nedbank or Standard Bank. Future research should 
attempt to expand the sample group to include consumers 
of other banks, such as Capitec or African Bank, to 
determine if banked consumers would make use of 
cardless banking services and any possible reasons why 
they would not, for example it may be too costly. Future 
studies should attempt to source a database of potential 
participants that are from more regions of the country and 
apply a probability sampling technique.

Another limitation is that two factors, Convenience and 
Usefulness, loaded together in the exploratory factor 
analysis and were therefore renamed Attributes and re-
operationalised. The scales measuring each of these 
factors should be redeveloped for future research. Despite 
the limitations identified, this study makes a contribution 

to the field by identifying the factors influencing the 
perceptions of banked consumers regarding cardless 
banking. 
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INTERNAL AND EXTERNAL FACTORS INFLUENCING 
MEDICAL SCHEME ADMINISTRATORS’ UTILISATION OF 

OPTIMAL COST MANAGEMENT 

ABSTRACT 

There is often a public misunderstanding between non-
profit medical schemes and the high-profile multimillion rand 
companies that act as administrators. These organisations 
are faced with drastic economic challenges which include, 
the global financial crisis, credit crunch, globalisation and 
increased competitive forces. As market share shrinks, 
organisations strive to find new customers, and increase its 
bottom line, by adequately managing costs

The purpose of the study was to identify the factors that 
affect the cost management practices by South African 

Medical Scheme Administrators currently using costing 
principles. This is achieved through semi-structured long 
interviews with individuals, who are directly responsible for 
this function within their respective organisation.

The study concluded that there are various internal 
and external factors that affect the utilisation of cost 
management of MSA and therefore require the focus on 
the efficient and effective management thereof.

Keywords: Cost Management, Medical Scheme 
Administrators, Internal and external factors, Private 
Health care
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PURPOSE

The purpose of the study is to assess how internal and 
external factors influence Medical Scheme Administrators’ 
utilisation of optimal cost management.

PROBLEM INVESTIGATED

Not a great amount of literature exists on the factors that 
influence cost management in South Africa environment. 
There is however, information available on the cost 
optimisation and costing models and techniques used. 
The Medical Scheme Administrators has changed  
the face of private healthcare in South Africa, but so little 
is known about its impact and the factors influencing 
the cost and cost management technique employed. 
Therefore the problem statement is to determine  
the internal and external factors influencing Medical 
Scheme Administrators’ utilisation of optimal cost 
management 

METHODOLOGY

Due to both the economic and social implications faced 
by the Medical Scheme Administrators (MSA) regarding 
the cost techniques utilised, the research approach of the 
study was of a qualitative research. This approach was 
exploratory in nature with the core focus of the research 
the cost management techniques employed by MSA to 
achieve optimal cost management. A structured interview 
based research methodology was substantiated. 
The populations for this study were the MSA who are 
registered with the Council for Medical Schemes and 
are operational in South Africa, covering both open and 
closed medical schemes in South Africa. The population 
were all senior employees employed responsible for the 
cost management function of MSA in the South Africa 
environment. 

The population is a heterogeneous population. The sample 
size of the study were the number of the respondents 
that the researcher was able to interview within the set 
time frame/period, whilst ensuring sufficient coverage/ 
population representation is achieved.

INTRODUCTION

As stated by IFAC (2009:5), the principle concept of costing 
is the understanding that economic efficiency of any firm 
operating in the market is determined by the ability of the 
firm to minimise its costs and maximise its profits. Further 
to this there is a need to understand that cost is a function 
of output. As the output of a firm changes, so will the cost 
pattern of a firm also undergoes change. IFAC (2009:13) 
further identified that the study of cost and its behaviour 
as the production pattern changes in the short run and 
the long run, giving useful insight into how the cost of 
operation can be minimised and what is the optimum level 
of operation.

Fisher- French (2012:1) discussed that there has been 
a significant outcry within the public sector regarding the 
Non Healthcare Expenditure (NHE) imposed on Medical 
Scheme members and with little viable public information 
to justify such action. Fisher- French (2012:1) identified 
that there is a strong prevalence towards a negative aspect 
that due to the lack of adequate information available, 
Medical Scheme members have started criticising the 
Medical Scheme Administrators (MSA) for inefficiency 
and poor cost management. Fisher- French (2012:1) 
further noted this negative sediment has been growing in 
stature as the economy has suffered several sets backs 
and recessions affecting all parties concerned. Costing in 
MSA is a very sensitive issue, but plays a significant role 
in competitive strategy in the wider aspects of the MSA 
business environment.

Thompson, Peteraf Gamble Strickland (2003:68) quoted 
Porter defining the concept that to create a competitive 
advantage, businesses should review their strengths and 
pick the most appropriate strategy of cost leadership, 
differentiation or focus. Although each of these strategies 
is known as generic strategies, they will not suit every 
business. These core strategies remain the most widely 
used and applied strategies theory in comparison to other 
theories. 

Thompson et al (2003:70) further elaborated that the 
three generic strategies that encumber this core strategies 
regarding cost leadership are defined as:
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• Cost – a firm sets out to become the low cost producer 
in its industry. The sources of cost advantage are varied 
and depend on the structure of the industry. They may 
include the pursuit of economies of scale, proprietary 
technology, preferential access to raw materials and 
other factors. A low cost producer must find and exploit 
all sources of cost advantage. If a firm can achieve 
and sustain overall cost leadership, then it will be an 
above average performer in its industry, provided it can 
command prices at or near the industry average.

• Differentiation – seeking to be unique in its industry 
along some dimensions that are widely valued by 
buyers. It selects one or more attributes that many 
buyers in an industry perceive as important, and 
uniquely positions itself to meet those needs. It is 
rewarded for its uniqueness with a premium price.

• Focus – Narrowing the scope in an industry and 
operating in a niche market, thus creating market 
penetration and potential. 

LITERATURE REVIEW

Factors influencing effective cost 
management

Fortin, Haffaf and Viger (2007:231) present the need to 
conduct research into the factors which influence the 
success of cost management, particularly Activity Based 
Costing (ABC). Brown, Booth, & Giacobbe (2004:329); 
Chenhail (2004:19); Amaboldi & Lapsley (2004:1) stated 
that with the evolution of cost management, these factors 
have evolved and improved, and can be attributed to a 
number of organisation and behavioural factors being 
experienced.

Based on extensive research, the author was only  
able to obtain one model by Shield and Young (1989:17) 
which provided the factors influencing cost management. 
Even though this model is outdated, Fortin, Haffaf and 
Viger (2007:246), still found present relevance of this 
model.

CULTURE

CONTROLS

CHAMPION CHANGE 
PROCESS

CONTINUOUS
EDUCATION

COMPENSATION

COMMITMENT

FIGURE 1: THE SEVEN CS MODEL OF SHIELDS AND YOUNG (1989)
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Medical Scheme Administrators (MSA)

Medical schemes are the dominant vehicles for providing 
insurance for health care in the private sector in South 
Africa. Medical schemes reimburse their members for actual 
expenditure incurred on healthcare costs. They operate on 
a “not-for-profit” basis and are essentially mutual societies, 
governed under the Medical Schemes Act (Act 131 of 
1998) and managed by boards of trustees. According 
to McLoed & Ramjee (2007:1), Medical Schemes are 
surrounded by a number of “for-profit” entities that provide 
administration, marketing, managed care, consulting and 
advisory services. In the minds of consumers there is often 
confusion between the not-for-profit medical schemes and 
the high-profile listed companies that act as administrators 
to these schemes.

Slabbert (2013:1) identified that medical schemes are not 
profit-making business with their expenses being made 
up of two main components: claims paid out to doctors 
and specialist and, the administration costs incurred, also 
referred to as Non Health Expenses (NHE). The actual 
company administering the medical scheme may legally 
make a profit from the services rendered. This is usually 
quite small in comparisons to the costs of medical claims 
processed for members. A portion of total contributions is 
used to cover the expenses of administering these medical 
schemes. 

Fisher-French (2012:1) indicated that the industry average 
for total NHE is 15% of total member’s contributions, 
including administration and other costs such as marketing 
and broker fees. NHE is a significant portion of total costs 
and is easier to manage than medical costs. Administration 
expenses consist of administration fees, trustee’s fees, 
audit fees, staff remuneration, management fees and other 
expenses which are paid directly by the medical scheme to 
administrators for services rendered.  

Khanyile (2011:1) stated that the South African Medical 
Association (SAMA) has accused medical schemes of 
driving up health care costs with high NHE costs such as 
brokers’ fees and administration fees. SAMA further made 
this accusation as the fight over the payment of prescribed 
minimum benefits between service providers and the 

schemes continued over the past few years. This fight 
illustrated the counter-productive working relationship 
between all major role players within the Healthcare 
industry in South Africa, with the public on the receiving 
end of high fees and below par services.

According to Clark (2012:1), the main reason that 
medical aids increase their premiums each year at rates 
significantly higher than the official consumer price index 
(CPI) inflation, has raised the questions by members on 
whether they are receiving value for money. According to 
a survey by PWC (2012:1), titled Strategic and Emerging 
Issues in the Medical Scheme Industry, the reasons for 
medical inflation outstripping CPI include a shortage of 
medical practitioners and specialists in the country who 
command a higher fee for services rendered. 

According Health-E (2012:1) the healthcare inflation is 
always higher than South Africa’s general inflation, due 
to factors such as the high cost of healthcare technology 
and pharmaceuticals as well as an ageing membership 
that is likely to acquire more healthcare costs in the later 
years. These cost factors will outstrip the inflationary rate 
having a negative knock-on effect to the contribution rates 
charged by MSA to remain in the profitable and solvent.

Aron (2012:1), stated that the drivers of high healthcare 
costs are complex, and points out that the fact that 
healthcare inflation outstrips general inflation is not a 
purely South African phenomenon, but an international 
trend. Further to this, it was noted that primary among 
the causes of higher medical inflation are the escalating 
costs of hospitalisation and private healthcare, the fees 
of medical specialists as well as administration costs. 
Attributed to this fact is that while administration costs are 
not directly related to medical costs, a majority relate to 
healthcare administration and risk management staffing. 

According to Khan (2012:1) the cost-containment by MSA 
may be limited if other important environmental factors 
such as technology adoption, litigation, ability to shift 
costs and inadequate competition on the basis of price, 
are not addressed. A major concern is whether the private 
health care sector has adequate administrative capacity 
(managers, computer systems, accountants). If it does 



FINANCIAL MANAGEMENT, ACCOUNTING AND INVESTMENTS
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

125125

not, MSA schemes may fail to control costs and maintain 
quality, or may become insolvent with significant service 
disruption.

Khan (2012:1)  further stated that the MSA can approach 
cost management controls through measures such as, 
utilisation review, which monitors wasteful practices by 
providers and patients; consumer education and incentives 
to reduce unnecessary health care utilisation; incentives, 
practice guidelines and drug formularies to promote cost-
effective management of particular medical conditions; 
controlled access to expensive services; avoiding 
duplication of buildings, administration and equipment; 
and negotiating discounts on supplies and services.

RESEARCH METHODOLOGY

Based on the research topic, the epistemological 
knowledge was obtained by conducting literature reviews 
on current literature. The explanations for observations and 
problems were viewed from a pragmatic view which drew 
an association between objects, processes and concepts 
(Apel, Jochen, and 2011:23).  This included information 
such as the first population (primary population) the 
accredited Medical Scheme Administrators within South 
Africa medical scheme environment as noted by the 
Council of Medical Schemes (2015:1) as well as the 
second population (secondary population) consisting of 
anyone who has a direct influence and/or who is directly 
impacted by cost management practices within the MSA of 
South Africa. These individuals could vary on a functional 
or job level within these MSA organisations.

Limitations

Merriam (1998:151) identified that another differentiating 
factor between qualitative and quantitative research, is 
that qualitative research needs triangulation, in order to 

convince the reader that the research makes sense In 
this regard, researcher bias as a question of validity is 
flagged as a concern for this research. This rings true 
since the researcher had previously worked for one of the 
interviewed organisations within the cost management 
role.

The second limitation is that the interview schedule is 
drawn up based on the literature review, as well as on 
the general understanding of cost management by the 
researcher. This could indicate that certain important 
questions may be excluded; however, the researcher 
hopes that any additional factors will reveal the nature of 
structured interviews, allowing respondents some room for 
elaboration.

Assumptions

The researcher’s assumption is that each interviewee will 
provide their honest responses to the questions put forth 
and that they have adequate understanding of the English 
language. The researcher also assumes, that an adequate 
sample of individuals (seven) and organization (seven) 
participate in this research in order to infer a theory and an 
understanding with confidence.

Respondent Demographics

In line with the sampling approach, three respondents 
were interviewed for this research. These respondents 
were sourced from three of the largest MSA in South Africa 
market place, with the selection based on individuals who 
are directly responsible for cost management within the 
respective organisation operations.

A summary of the demographic information of these 
respondents within these organisations are depicted in the 
following Table 1:
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Category ID Demographic Information
Selection Options

Mark with an X
D1 Medical schemes adminstrated <1 2-5 6-10 >11
D2 Principal members <1000 1001-10000 10001-100000 >1100001

D3 Dedocated Customer relations 
office department N/A Yes No

D4 Dedicated information 
Communication (ITC) department N/A Yes No

D5 Dedicated Managed Healthcare 
department N/A Yes No

TABLE 1: RESPONDENT DEMOGRAPHIC INFORMATION

FINDINGS AND CONCLUSIONS

What are the internal and external factors 
that influence Cost Management within the 
organisation?

First the factors stated by Shields and Young (1989:24), 
in relation to the South African Medical Scheme 
Administrator sector will be discussed and thereafter, all 
the factors which were uncovered during the interviews.  

Culture

The literature and research suggested that culture is 
an imperative factor which ensures that efficient cost 
management systems are in place within an organisation 
(Shield & Young, 1989:25). During the interviews, 
respondents cited special consideration to the way an 
organisation is structured, i.e. whether it is a centralised 
or decentralised structure. The respondents noted that 
it is vital for cost management in a company to break 
down organisational silos, in order to be effective in cost 
management.

The author felt, that a business model should not be 
dictated by cost management, as other factors also 
influence this decision. However, structure has an 
influence, which should be accounted for when designing 
a relevant cost management strategy. Therefore, it can be 
concluded, that culture is an important factor of influence 
for an organisation. 

Champion

Champion and top management support, work hand in hand. 
According to Shields and Young (1989:25), a champion is 
someone who should reside at top management level. In 
many of the MSAs, there wasn’t one specific champion 
who was responsible for cost management for the 
entire organisation. However, the respondents felt that a 
champion is one, who is positioned at the right place to 
set the direction for change management. In the MSA, 
each area or silo should have someone responsible for 
cost management. It does not currently exist entirely, but 
the respondents felt that it was important for this function 
to exist, in order to maintain the desired business model, 
whilst exploiting the opportunities of having such a model 
in each area. Currently, their functions are limited to the 
maturity and prevalence of cost management. Their 
function should not only be isolated to ensuring the 
business unit is performing well against budget. Rather, 
their function should to be evolved into a more strategic 
one, which assists the areas of product, pricing, process, 
investment, as well as, strategy. Therefore, to have a 
champion is of high importance. This is lacking in the 
context of this research and is an influential factor.

Change Process

The definition of the change process for Shields and Young 
(1989:27), is the supportive power of top management. 
As already discussed above, change process, top 
management and executive support are imperative 



FINANCIAL MANAGEMENT, ACCOUNTING AND INVESTMENTS
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

127127

factors. It was indicated in the maturity analysis that all 
organisations do not possess this factor to the required 
level. This speaks to, and is directly related to, the mandate 
of cost management, as uncovered during the interviews. 
Mandates are specifically referred to as the approach 
and directive of cost management. The centralised 
organisations understood the need to have a top-down 
directive, however, the decentralised organisation felt 
that the top-down mandate was not enough. A cost 
management strategy and implementation plan should be 
bottom-up.

They substantiate this logic, because of the advantages 
of being closer to the “ground” and therefore, easier to 
ensure the implementation thereof. There are trade-
offs between a centralised and decentralised company 
model, which is out of scope for this research. A 
centralised structure has its limitations, with regards to 
the ease in which the organisation can achieve certain 
objectives, initiatives and mandates, as it involves 
many parties and a higher degree of bureaucracy. This 
resounds especially true for organisations, as large as 
South African MSAs. Therefore, mandates and change 
processes are factors of high influence.

Other Factors

To date, Shield and Young’s (1989:26) model, is close 
to 30 years old. Hence, one can understand why they 
may not have considered other factors, which may have 
influenced cost management in the last two decades.

For financial institutions, Sapp, Crawford, and Rebischke 
(2000:25), provide a few factors to be cognisant of. 
During the interviews, the author uncovered the following 
factors which had merit to be discussed.

• Scorecard & performance measures

• Technology

• Economic factors

• Regulatory environment

• Shareholders

• Customers

• Environmental factors

• Market supply of skilled resources

These factors are discussed in detail below:

Scorecard & Performance Measures

Shield and Young (1989:26) stated, that controls are 
required to ensure alignment between strategy and 
goals. The respondents understood controls as a 
budgeting mechanism, whilst scorecards and measures 
were viewed as a link to targets. One MSA felt as 
though, some cost measures and accountability, should, 
to varying degrees, feature on an element in individual’s 
scorecard 

Technology

Technology is certainly relevant in South African MSAs, 
due to the nature and sheer volume of data that needs 
to be process. Nevertheless, the respondents felt, that 
valuable insight should take precedence over software. 
Therefore, they have indicated technology as a low 
influence on cost management.

External Factors

There were a number of external factors which were not 
accounted for by Shield and Young (1989:27). Based on 
this research, it is evident that an organisation cannot 
ignore these external factors, as they have a direct 
impact on the organization and its processes.

Economic factors

Schiff and Schiff (2008:27) indicated, that a recession usually 
sparks an executive’s reaction to cost management. The 
global financial crisis had a major impact on MSAs around 
the world. It is worth noting though, that respondents still 
felt, that cost management focus may change in the long-
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run as the economy recovers. This is a direct indication of 
the robotic programming of many organisations that only 
react to market changes, instead of being in the forefront 
of innovation and preparation.

Regulatory Environment

South Africa has a very strict regulatory environment, with 
institutions such as the Board of Healthcare Professional 
and Council of Medical Scheme, which is always driving 
MSAs to become more and more transparent with their 
costs and pricing decisions (especially since South Africa 
is known to have the highest MSA fees). Therefore, the 
regulatory environment has a high influence on cost 
management for South African MSAs.

Shareholders

In a competitive environment, it is key to ensure that the 
shareholders are aware and happy with the performance 
of the organisation. They are usually very cognisant 
of the environment, which they have an invested 
interest in. For this reason, they often bear down on an 
organisation to become lean. 

Customers

Arguably so, “customer is king,” has substantial weight 
in this regard, as with the rise in competition, MSAs will 
always wage war for market share. Therefore, customer/
member have a high influence on cost management. 
As customers/members become wiser in their Medical 
Scheme practices, they will constantly demand lower 
prices, which in turn adds stress to an organisation to 
manage and understand it costs adequately.

Environmental Factors

Environmental factors didn’t seem to be high on the 
radar for the MSAs in question. However, as the world 
turns to a more conscious lifestyle, MSAs may need to 
adapt their strategies to meet environmental demands. 
One of the MSAs in South Africa, has already placed 
a lot of effort to become known as South Africa’s first 
green MSA.

For South African MSAs, the decisions to become more 
“green” are internal strategies, as the state usually 
enforces these pressures on more environmentally 
disturbing organisations. The overall consensus was that 
environmental concerns have a low influence over cost 
management.

Interview Observational Feedback

During the interviews, the following, meaningful, general 
observations were noted with the respondents. Of the 
three major Medical Scheme Administrators in South 
Africa, it was relatively easy to secure interviews with these 
MSA representatives. Even though an organisation’s cost 
structure and practices can be deemed as sacred and 
confidential in today’s current competitive environments, 
the key individuals in an organisation were seen to be eager 
to get an all-encompassing picture of cost management 
within the industry. 

All the respondents felt that the topic was interesting and 
they expressed their desire to have a view of the finding 
once completed. This conclusion was based on the overall 
mood, energy and enthusiasm during the interviews, as well 
as the following comments received from the respondents, 
“This is very constructive research, which will bring a new 
view to the current negative views regarding our industry 
operations.” 

One respondent felt the need to extend this type of 
research to other sectors of medical scheme industry, 
particularly the private medical practitioners and medical 
services industry such as hospitals. This is supported by 
the feedback, “member only sees the administrator as a 
price driver and never as cost enhancer. We are seen as 
the middle man, between the medical service providers 
and the member, offering no value. Member seldom 
question the fee charged by medical providers due to the 
nature of the emergency and urgency when these fees are 
incurred.”

Emergent Themes for Research Question 

What are the internal and external factors that influence 
Cost Management within the organisation?
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Category ID Question Research 
Question

Fa
ct
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s 
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2A What are some of the internal organizational issues which affect effective cost 
management RQ2

2B How does the organization’s culture influence cost managment? RQ2
2C Is there a specific champion who runs with cost management in the organization? RQ2
2D Is there an inherent top down apporach to cost management RQ2

2E To what levels do individuals take accountability of cost management (KPA, KPI, 
etc.)? RQ2

2F Are there any internal cost training and awareness programs in place? RQ2
2G Are there adequate controls in place? RQ2
2H How has technology influenced the roll out of cost management? RQ2

2I What are the economic factors which influence cost management and the 
application of cost drivers? RQ2

2J How does regulation impact cost management (e.g. Council of Medical Scheme) RQ2

2K How does the demand of the shareholder infuence cost management within the 
MSA? RQ2

2L How does the demand of the members and/or medical scheme influence cost 
management within the MSA? RQ2

2M What are the environmental factors which influence cost management within the 
MSA? RQ2

Table 2: Question 2 interview list – Factors & Strategy

Internal Factors with High Influence on Cost 
Management

Culture

All respondents share similar sentiments when posed 
with this question: What is the influence of culture over 
cost management within the respective organisation? 
Majority of the respondents alluded to the fact that culture 
is dictated by the structure of an organisation. This culture 
dictates the behaviour of the individuals belonging to the 
organisation. The following comments are expressed by 
the respondents:

• “... it is extremely challenging within the current 
structure.”

•  “So culture, philosophy, structure are very fitting to 
the costs.

• “Various departments operate in silos, and that I think, 
is one of the biggest hindrances to this”

Culture is also motivated and driven by senior management. 
They adapt an organisation’s culture according to its 
economic stance, competitiveness and its overall structure. 
The following respondents commented on this:

• “So there has been that shift and I think it is a forced 
culture change as well.”

• “And a lot of the culture is defined by our new senior 
management and executive structures.”
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• “... where you have people who are open to costing 
and the critical analysis of their costs, I think there will 
always be a good culture. Where you have people 
who are defensive and don’t want to be open, you are 
going to have people hiding costs or hiding the truth 
or what is not relevant.”

Champion

The interviews indicate that there may not be one 
specific, individual champion within an organisation who 
is responsible for cost management. As highlighted in the 
section above, senior management buy in and focus are 
very important aspects. Regardless of the presence of a 
champion, the role of cost management is a function of 
the financial manager or strategist, who operates within 
the specific business units. This decentralised function 
was provided as a very important driver for effective 
management.

• “The financial manager is the Champion of the 
costing, and it is his job to make sure we are moving 
forward in this regard.”

• “... financial community needs to buy into these 
numbers. So having the financial manager as the 
champion, puts a stamp of authority and an influence 
in governance, in that, the financial manager has the 
authority to influence people around him.”

•  “There have been specific champions from various 
divisions in the organisation reporting on cost 
management from each of these areas.”

Mandate

The objective of this section is to test whether cost 
management is practised as a top-down or bottom-
up approach. The answers differed, based on the 
organizational structure from the various respondents. 
A decentralised company has a bottom-up approach, 
where the initiatives and actions are taken up by the “shop 
floor”. A more centralised company indicated a top-down 
approach from the executive level. The key factor within 
the decentralised organisation, is that, the directive may 

be top down, but implementation and strategy are often 
bottom-up.

• “Not at all. There are certain high-level directors who 
focus on this, but it is mainly bottom up driven.”

• “... in terms of directives that come from the top, but in 
terms of strategy, that it is bottom-up orientated.”

Score Cards & Performance Measures

In a certain MSA, the profitability, which includes cost 
management, is the fundamental measure of a unit’s or an 
individual’s performance: “What you will find out, depending 
on the business, is that, it is a profitability target, and that 
implies, cost management. So you can either choose to 
chase the revenue or you can manage costs.” 

The degree of accountability of costs, is related to the 
market or business environment, i.e. when the business is 
going through a good patch or a bad one, as stated here: 

• “... in tough times when revenue is down, we are 
cutting costs further than the declining revenue to 
remain optimal.”

The overall feedback states that there are no individual 
staff measures relating to cost management:

• “It gets discussed internally. It is not as much 
engaged, and signed on a KPA level, but in general, 
there is enough awareness within the group to get 
everyone’s attention to the fact.”

• “You will not find yourself managing your unit rates 
to 10% of what it is now, in anyone’s score card, 
including mine own.”

However, a respondent did indicate that this accountability 
should exist within this aspect:

• “... cost management should become part and parcel 
of peoples key performance areas, to ensure that it 
remain at least a key attribute and objective for all 
stakeholders.”
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Experience, Understanding and Buy-in

The right people, the right experience and the right 
understanding of costs, were highlighted earlier in the 
interview process. There was a strong sense of importance 
to these factors throughout the interview process:

• “That is, typically, people that are successful at cost 
management are people that understand the drivers 
of the cost.”

• “It is people who have a very thorough understanding 
of the income statement and what you can expect. 
Half the time, we will get to an area and they don’t 
accept there is a problem.”

• “So the business unit buy-in is probably the biggest 
component of cost management, and the second, is 
the understanding of the area, of their own costs. I 
have got to say, experience does count a lot as well.”

Internal Factors with Low Influence on Cost 
Management

Controls

Having adequate controls, seem to have featured lower 
than most of the internal factors. As stated by one 
respondent, controls are not a primary factor in cost 
management within the organisation: “... is definitely not a 
primary function.” 

Usually, the controls take the form of budget processes, 
unit rate efficiency measures and governance committees, 
as noted by respondent’s views:

• “There are lots of controls in place. The main element 
is the budget that everyone uses, to make sure they 
stay within the agreed boundaries.”

• “... all these things will be presented and debated in 
an open forum across all stakeholders. We will have 
that presentation where everyone is present, so that 
all costs are transparent and fair.”

•  “... a governance committee has been established, 
where they have actually put costing as a focus as 
one of the sign off areas, in terms of vetting projects 
up front, and then obviously being responsible for 
measuring and monitoring these regular.”

Technology

Due to the volume of data, technology becomes an 
important factor for those who are responsible for building 
and reporting on costing models. However, it is clearly 
stated that, an end-user may not have a requirement for 
“fancy” software; they simply want to view the results in a 
value adding and efficient manner.

• “... they don’t care how you do it, they just want it 
done.”

• “... they care about what they are getting, not the 
technology behind it.’

This research is aimed at the general management of 
cost; hence, technology has been rated as a low factor of 
influence over effective cost management in MSA.

External Factors with High Influence on Cost 
Management

Economic Factors

An economic environment is pivotal to effective cost 
management. During the time of this research and 
history within the last 5 years, the global economy gone 
into recession, it has recovered slightly and gone back 
into recovered again, which has made it clear that the 
organisations need to look internally, so as to increase profit 
margins, as the constraint is shifted to the market. Members 
have less of an opportunity to extend their medical aid 
cover options to more viable “expensive” option, which 
added pressure to medical scheme and scrutinize of the 
administration fees being charged by MSA.

•  “When times are tough and your market is not 
growing and the only way you are getting the market 
share, is by cost optimisation and great value added 
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services. The only way to done this is through pricing 
and the only way you get your pricing right, is with 
costs.”

• “... you can’t get it from a margin. You need to look at 
your costs and that is where it impacts most.”

• “... the economy most definitely has an effect on the 
cost management practices employed.”

Regulatory Requirements

In South African MSA environment, regulation has played 
a key role in exposing administrators and therefore, 
requested (sometime enforcing) them to validate their 
costing structures and pricing decisions publicly. MSA 
need to justify their decisions; hence, cost management 
becomes very important aspect/task. The following 
statements attest to these feelings: 

• “So where you get told to justify your costs, you have 
to put it together and do it.”

• “It has become very important, not from the 
methodology we are using, but where we have 
incurred a cost that we can’t charge a schemes/
members. Costing is used to highlight transactional 
processes that need to change to ensure 
effectiveness and optimisation.”

Shareholders

The expectation of the shareholder, is to be the fundamental 
driver and factor of influence. If an organisation’s goal is 
making money to satisfy their shareholders, the pressure 
from these parties are paramount to an organisation’s 
reaction to cost management, even sometime to the 
determent of the organisation itself “... the market out there, 
which is our shareholders, expect that we drop costs, when 
revenue are not good. So those are all factors.”

Customers

MSA are solely dependent on medical scheme and the 
members they support.  A respondent highlighted the 

customer, as a high factor of influence. This was the 
respondent’s view:

• “Because we as administrators are in the  
financial service industry, the driver behind  
cost management, at the end of the day, is the 
members who take up the medical scheme  
products and offering. What organisations  
haven’t got right yet, is the central view of the 
member. So from a cost point of view, if you  
had to measure from the day a member had 
opens a medical aid account, to the lifespan of 
the account, to ultimately the diversifying of the 
products they might utilise within an organisation. 
I think the customer has a lot to do with the 
influence.”

External Factors with Low Influence on 
Cost Management

Environmental Factors

During the discussions, the environment and the notion 
of MSA “going green” were seen as relevant and 
important, especially as the MSA were focused in the 
health care of members. It is deemed as a high cost 
factor, in terms of energy usage, generators, etc. “Not 
affecting the cost methodology we are using, but the 
cost base as a group, incurred a lot of expenses for 
“going green” – generators and switching off lights and 
all of that.”

The environment, as a factor, is seen as a low influence 
that effectively manages costs. Usually, the directives 
come from top management (“the responsibility of 
the CEO to make sure that the company is compliant 
with that.”), and only when the opportunity arises, for 
example, when a new building is being constructed 
(“when the opportunities are there, they sort of focus 
on that, like the new Discovery office in Sandton, which 
we are busy constructing”), do these environmental 
variables play a role. Hence, it does not seem to be an 
active factor.
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RISK-ADJUSTED PERFORMANCE COMPARISON OF SOUTH 
AFRICAN VENTURE CAPITAL FINANCING AND OTHER 

BENCHMARK COMPANIES

ABSTRACT

South African venture capital providers are unable to 
accommodate the capital needs of small and new start-
up companies. In this study, the risk-adjusted return on 
investment of venture capital financing companies was 
determined, analysed and compared with that of small-
cap, mid-cap, top 40 and all share indices as non-venture 
capital financing company benchmarks. The analysis 
was conducted over the period 2003 – 2013 to establish 
whether the shortage of venture capital could be attributed 
to the return on investment of venture capital financing 
companies. A combination of graphical, ratio and correlation 

analyses was applied to determine and compare the risk-
adjusted returns on investment of selected companies. The 
results indicated that although venture capital financing 
companies generated the highest returns on investment, 
they yielded poor risk-adjusted returns on investment. To 
stabilise venture capital provision, policy makers would 
be well-advised to take note that venture capital financing 
companies are at present a weaker investment than other 
company benchmarks.

Key Words: Return on investment; risk-adjusted 
returns; venture capital financing companies; benchmark 
companies.
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INTRODUCTION

It is generally accepted that small businesses form the 
cornerstone of economic development in most countries 
(Edmiston, 2007:74).

Small and start-up businesses are however, characterised 
by high research and development costs, negative initial 
earnings, uncertain prospects and the absence of a 
proven track record. These negative characteristics of 
start-up companies present an unacceptably high risk 
to conventional debt financing institutions (Christofidis 
& Debande, 2001:1). Consequently, venture capital 
financing companies were established to finance such 
small and start-up businesses.

Venture capital financing companies provide finance to 
small and start-up businesses in the form of seed money, 
later stage investment or leveraged buyout investment 
and equity participation (Dehesa, 2003:3).

Currently, almost 4% of the US’s GDP comes from venture 
capital investments, while it is under 2% in South Africa. 
Although the South African venture capital industry shows 
great potential, the lack of venture capital remains a 
major challenge. In a KPMG and SAVCA report (2009:5), 
it was noted that since 2003, there has been a lack of 
sufficient venture capital funding for start-up companies. 
In addition, black economic empowerment (BEE) 
funding, which was supposed to flow in as venture capital 
as a result of the financial services charter, has instead 
been utilised for financing changes in shareholding in 
established companies (KPMG and SAVCA 2009:6).

A study by Jones and Mlambo (2012:11) suggests that 
the shortage of venture capital can be attributed to the 
venture capital financing industry up-scaling in transaction 
size at the expense of small and medium enterprises. 
They also indicate that prohibitive exchange controls 
are contributing to the shortage of venture capital, and 
specifically foreign funding. 

Despite the dire need for venture capital funding, the 
weak risk-return trade-offs of venture capital financiers 
are often cited as one of the reasons for the shortage 

of venture capital, especially in developing countries 
(Yazdipour, 1990:93). Yazdipour argues that the lack of 
knowledge about risk-return trade-offs of venture capital 
financiers creates uncertainty, which makes it difficult for 
investors to commit funding to them.

Currently, performance analyses of companies providing 
venture capital finance focus mainly on the returns on 
investment and do not specifically consider the risk of 
creating returns for these venture capital financing 
companies (Metrick, 2007:51; Dominguez, 1974:16; 
Worstall, 2013:1). 

This study conducted a risk-return analysis to determine 
whether dedicated venture capital financing companies 
in comparison to other company benchmarks, have an 
adequate risk-adjusted return on investment for the risk 
to finance venture capital seeking businesses. This was 
achieved by analysing and comparing the risk-adjusted 
returns on investments of the JSE venture capital index 
(J231 index) with the risk-adjusted returns of the FTSE/
JSE Top 40 index (Topi), the FTSE/JSE Mid-Capitalisation 
Index (Mid Cap), FTSE/JSE Small Capitalisation Index 
(Small Cap) and the FTSE/JSE All Share Index (Alsi) as 
benchmarks.

This paper is structured as follows: In section two venture 
capital and the risk-return relationship is reviewed. The 
research methodology and the data used in the study are 
described in section three. The findings of the study are 
discussed in section four with the conclusion presented 
in section five. 

REVIEW OF VENTURE CAPITAL

According to the British Venture Capital Association 
(2006:2), private equity refers to the financing of 
unlisted companies at different stages in the lifecycle of 
a company. These stages include: start-up, expansion, 
management buy-outs and buy-ins of companies. 

Venture capital financing companies in contrast provide 
the early seed capital for businesses. Although venture 
capital providing companies and private equity are two 
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distinct entities, they do share a number of common 
elements. They both invest in unlisted companies and 
provide medium- to long-term equity capital. 

Private equity and venture capital companies target 
companies with growth potential, which can ultimately be 
realised through trade sales or listing on public capital 
markets (Burgel, 2000:14). Private equity financiers 
usually acquire existing companies with existing products 
and cash flows, and reorganise those companies to 
improve its financial performance. These services are 
often rendered to poor-performing small developing 
companies in order to save them from bankruptcy and to 
turn them into profitable companies.

In contrast, venture capital providers often deal with a 
business idea and/or a business plan, with no obvious 
path forward (Hwang, 2013:1). Therefore, from a risk 
perspective, venture capital providing companies tend to 
be associated with greater risk of capital loss. 

In developed economies like the United States of America 
(USA), buy-out financing transactions and the provision of 
early-stage venture capital for entrepreneurial businesses 
are viewed as distinct categories. The financiers of 
buy-out transactions are regarded as private equity 
firms, while those of early ventures are termed venture 
capitalists. In Europe, the terms “venture capital” and 
“private equity” are used more interchangeably and refer 
to the financing of unlisted companies in various stages 
of development, ranging from seed capital to buyouts.  
(Burgel, 2000:13).

In South Africa, SAVCA (2005:3) defines venture capital 
financing companies as the providers of equity capital to 
enterprises that are generally not listed on a public stock 
exchange. Since the definition does not refer to the stage 
of development of the enterprise receiving the financing, it 
can be concluded that these two concepts are also used 
interchangeably in South Africa.

Although the terms “private equity” and “venture capital” 
are often used interchangeably in South Africa, this  
study acknowledges the difference between the two 
concepts. 

The analysis of venture capital financing companies in this 
study is limited to the companies that provide early stage to 
expansion capital.

Venture capital financing companies differ from other 
financial institutions as they provide management support 
to companies they invested in (Gladstone & Gladstone, 
2002:46), and could be described as ‘active investors who 
ensure that their investee firms operate according to agreed 
investment plans through effective monitoring’ (Agyeman, 
2010:27).

In South Africa the demand and supply of venture capital 
are influenced amongst others by: limited funds, lack 
of specialised venture capital managers, shortage of 
entrepreneurial skills, limited viable exit routes, and limited 
government support (Jones & Mlambo, 2012:11).

The amount of venture capital that investors are willing to 
supply is also depended on the rate of return on investments 
(Gompers & Lerner, 1999:8).

The higher the expected return, the greater the willingness of 
investors to supply venture capital.

There is limited research on the risk and return of dedicated 
South African venture capital financing companies. Research 
on SA venture capital financing companies include:

Field (2008:15) analysed the performance of venture capital 
financing companies in terms of their ability to support 
venture capital seekers.The study specifically focused on 
minor concerns relating to ancillary services and excluded 
investment terms and conditions. 
 
Huyghebaert and Mostert (2008:6) examined the scope of 
venture capital financing company contracts to minimise 
investment risk. The risk return relationship was not 
investigated. 

Lingelbach, Murray and Gilbert (2009) investigated 
the venture capital cycle and venture capital industrial 
developments. They found that the poor performance of 
venture capital financing companies can largely be attributed 
to the lack of support institutions.
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In none of the studies above were the risk adjusted returns 
on investment of venture capital financing companies 
explicitly addressed.  

International studies that analysed the performance of 
venture capital financing companies fall into those which 
examine the performance of individual venture capital 
investments and those which examine the performance of 
the venture capital industry. 

Performance of individual venture capital 
investments

The correlation between venture capital financing company 
performance and public stock market performance has 
been analysed by Peng (2001), Quigley and Woodward 
(2003) and Woodward and Hall (2003).  Results of 
these studies vary; Woodward and Hall (2003:24–26) 
established an annual venture capital financing company 
return on investment of 20% and systematic risk (Beta) at 
0,86. Peng (2001:8) found an annual average return on 
investment of 55% and systematic risk (beta) ranging from 
0,8 to 4,7. 

The challenge faced by previous studies that measured 
the performance of venture capital financing companies 
was the selection of a representative sample (Peng, 2001; 
Quigley, & Woodward, 2003; & Woodward & Hall, 2003). 

Murray and Gilbert (2009) only analysed the performance 
of venture capital investments whose prices where readily 
available, thus those recently sold or traded on a public 
stock market (successful venture capital investments). 
Successful venture capital investments only account for 
a quarter of total venture capital investments; the rest are 
small companies which still remain private (venture capital 
private investments) and some investments that have 
failed altogether (Gage, 2012:1). 

To correct this selection bias Cochrane (2005:8) estimated 
the value of the venture capital private investments 
whose market values were not available. He developed 
a maximum probability estimate and assumed that the 
change in the log of a company’s valuation follows a log 

capital asset pricing model. Cochrane (2005:8) established 
an average annual return on investment of 59% and a 
standard deviation of 89%.

Gompers and Lerner (1997) and Ljungqvist and 
Richardson (2003) rectified the selection bias problem by 
measuring the returns of all investments of a single venture 
capital financing company. They determined the values of 
venture capital private investments by using the values of 
comparable investments that was already listed or sold. 
They found an average annual return of 30,5% from 1972 
to 1997. The systematic risk (Beta) for all investments 
was 1,4 in comparison to  systematic risk of 1,08 for listed 
investments.

Although these studies managed to overcome the 
selection bias problem, they analysed all investments, 
whether successful, unsuccessful or private and used 
small samples. 

Performance of the venture capital providing 
industry

Studies by Metrick (2006) and Chen, Baierl and Kaplan 
(2002) used indices to measure the performance of 
venture capital providing companies. Applying indices 
eliminates the selection bias since the performance of a 
venture capital financing company is not measured by 
the performance of its various investments but by the 
movement of its share price. The application of indices 
also addressed the problem of sample size, as most 
indices represent a significant number of companies.

In the study conducted by Metrick (2006), venture capital 
providing companies were compared with public company 
benchmarks. Two indices were applied, the NASDAQ 
100 as the public market benchmark and the Cambridge 
Associate (CA) index as the venture capital index. The CA 
index is an American venture capital index which includes 
more than 75% of funding raised for venture capital since 
1981. 

Venture capital financing companies achieved higher 
returns on investment than the public benchmark 
companies for the entire sample period ranging from 1981 
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to 2004. The CA index earned an annualised return on 
investment of 14.8% as opposed to the 11.3% return on 
investment of the NASDAQ (Metrick, 2006).

Chen, Baierl and Kaplan (2002:5) also estimated the risk 
and return of venture capital by means of the venture 
economics data index. The index comprises the internal 
rate of return of over 900 venture capital funds. The 
venture capital financing company investment return 
consisted of return related to the overall stock market 
and an asset-specific return. Chen et al. (2002:12) found 
that the average investment return and risk of venture 
capital financing companies were higher than that of large 
capitalisation companies. 

Although the studies applied indices to eliminate problems 
linked to selection bias and sample size, they nonetheless 
fail to describe a detailed risk-return relationship. Risk and 
returns are analysed separately with no insight on how the 
two relate to one another. 

To date, the most comprehensive risk-return relationship 
analysis was conducted by Yazdipour (1990). This study 
performed an empirical analysis of the market for formal 
venture capital in the United States. The risk-return 
characteristics of a sample of 15 venture capital financing 
companies were analysed over a 10 year period from 
1978 to 1987 and compared to high growth mutual funds 
as well as companies over the broad market in the same 
period. The Treynor and Sharpe ratios were determined for 
venture capital companies as well as mutual funds and the 
Standard and Poor 500 Index. Based on the Sharpe index, 
the venture capital financing companies outperformed 
both high growth mutual funds and the market. Venture 
capital financing companies realised almost the same level 
of risk as high growth mutual funds, yet generated 9.5% 
more return on an annual basis. Furthermore, Yazdipour 
(1990:5–7) observed that the total risk for venture capital 
financing companies, as measured by standard deviation 
of returns, was less than that of high growth mutual funds. 
This is in contrast with the common belief that venture 
capital carries the highest risk. Yazdipour also observed 
that the systematic risk (beta) for venture capital financing 
companies is close to one, implying that total risk of venture 
capital investments comprises mainly diversifiable risk. 

RESEARCH METHODOLOGY

The risk-return relationship of the SA venture capital 
financing companies in this study was analysed by means 
of their risk-adjusted returns. No acceptable or ideal risk-
adjusted return level was publicly available for venture 
capital providers; a comparative analysis was therefore 
conducted. 

Methodology similar to that applied by Yazdipour (1980), 
Metrick (2006) and Chen, et al. (2002) were adopted. 
This approach compares venture capital financing 
companies with other company benchmarks. It applies 
indices as representative samples for the variables under 
observation. In this study, the risk adjusted returns of 
the JSE venture capital index (J231 index) listed on the 
JSE ltd secondary market were compared with the risk-
adjusted returns of the FTSE/JSE Top 40 index (Topi), the 
FTSE/JSE Mid-Capitalisation Index (Mid Cap), FTSE/JSE 
Small Capitalisation Index (Small Cap) and the FTSE/JSE 
All Share Index (Alsi) as benchmarks.

The study was conducted over a 10 year period from 2003 
to 2013. The index returns on investment were measured 
as the sum of capital growth and dividend yield.

The FTSE/JSE Venture Capital Market Index consists of 
all companies that belong to the Venture Capital Market. 
These companies cannot belong to any other FTSE/
JSE index. Since these companies do not belong to any 
other JSE ltd index, it eliminates the dangers of double-
counting. It is however a limitation of this study that 
some private venture capital financiers are not listed on 
the venture capital exchange of the JSE Ltd. All venture 
capital financing companies are therefore not represented 
by the J231 index.

The FTSE/JSE Top 40 index (Topi) comprises the 40 
largest companies listed on JSE Ltd.  These companies 
are ranked by their full market value. The index represents 
the performance of the 40 largest, non-venture capital 
financing companies. 

The FTSE/JSE Mid Cap Index consists of the next 60 
companies listed on JSE Ltd after the Top 40 companies, 
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ranked by their full market value. This index represents 
the performance of medium-sized non-venture capital 
financing companies.

The FTSE/JSE Small Cap Index consists of shares in 
the JSE All Share Index which is ranked below the 100 
largest companies by market value. In this study, the 
Small Cap Index is applied to represent small, non-
venture capital financing companies.

The FTSE/JSE All Share index (Alsi) is made up of the 
Top 40, Mid Cap and Small Cap indices listed on the 
JSE Ltd. The All Share Index is used to represent the 
market of benchmark companies.

The key variables that were analysed to determine the 
risk-return relationship are outlined in Table 1 below.

TABLE 1. DESCRIPTION OF KEY VARIABLES

Variable Description
Return This is the return of shares in a specific index. It is made up of the sum of capital 

gains and dividend yield of the index
Systematic risk Systematic risk. This is the market risk or “portion of an individual asset’s total 

variance that is attributable to the variability of the total market portfolio”. This kind 
of risk is measured by the Beta and is undiversifiable (Reilly & Brown, 2010:19)

Unsystematic risk This is diversifiable risk which is asset-specific (Reilly & Brown, 2010:19).
Risk-adjusted returns Risk-adjusted returns were measured by means of the Sharpe ratio. In this study 

the Sharpe ratio measures the excess return per unit of standard deviation (risk) in 
an index.

Source: Own compilation

Returns

The first step in the risk-return relationship analysis 
required the calculation of indices returns. Monthly returns 
for each index over the 10 year period in line with the  
Reilly and Brown (2010:6) approach were calculated as 
follows:

Rit= (Pit/Pit-1)-1 

Where:

Rit  is the return for index i at time t

Pit  is the value of index i at time t

Rit- 1 is the value of index i at time t – 1.

Total risk

Total risk was measured by the standard deviation of 
monthly returns over the 10 year study period. The 
standard deviation of returns over the 10 years was 
calculated as follows:

SR=√ ((∑ (Rit-R)2/(n-1)).

Where:

SR is the standard deviation of returns

n is the number of data points

R is the monthly average return for the data points 
under consideration
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Rit is the return in index i for period t.

(Reilly and Brown, 2010:13)

Risk-adjusted monthly returns

Risk-adjusted returns were measured by means of the 
Sharpe ratio. In this study the Sharpe ratio measures the 
excess return per unit of standard deviation (risk) in an 
index. The ratio was calculated as follows:

Sharpe ratio = (R-RFR)/σ

Where:

R is monthly average return

RFR is the risk-free rate of return

σ  is standard deviation.

By subtracting the risk-free rate from the mean return, the 
performance associated with risk-taking activities can be 
isolated and indicated per standard deviation.
(Reilly and Brown, 2010:13)

The following section presents the results of the study.

DISCUSSION OF RISK-ADJUSTED RETURN 
RESULTS

To visually contextualise the investment return patterns 
of venture capital providers, Figure 1 below illustrates the 
performance of venture capital financing companies (J231 
index) in relation to the overall market performance (Alsi) 
in South Africa over a period of 10 years from August 2003 
to July 2013.

2004 20072005 20082006 2009 2010 2011 2012

FIGURE 1. PERFORMANCE OF VENTURE CAPITAL FINANCING COMPANIES VERSUS THE ALSI.

Source: Own deductions
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Figure 1 above indicates that venture capital financing 
companies have the highest variance in returns 
representing higher risk. The high risk that characterises 
venture capital providing companies creates uncertainty. 
Investors and other providers of capital are particularly 
interested in ascertaining whether the returns in the 
venture capital industry are worth the risk.

Return on investment of South African 
venture capital providing companies and 
selected company benchmarks

By analysing the returns on investment of South African 
venture capital financing companies (J231 index) and 

comparing the results with the return on investment 
of the JSE:  Small Cap, Mid Cap, Top 40 and the Alsi, 
this study aims to determine if venture capital financing 
companies in comparison to benchmark companies, 
have an adequate risk adjusted return to compensate 
for the risk they are taking.

Figure 2 below illustrates the returns on investment 
of venture capital financing companies and other 
benchmark companies over a 10 year period from 2003 
to 2013. The index returns on investment are measured 
as the sum of capital growth and dividend yield.

Venture capital
Index

Small Cap Index Mid Cap Index Top 40 Index All share Index

2.0000%

M
O

N
TH

LY
 A

VE
R

A
G

E 
IN

VE
ST

M
EN

T 
R

ET
U

R
N

S

1.2000%

1.8000%

1.0000%

1.6000%

0.8000%

1.4000%

0.6000%

0.2000%

0.4000%

0.0000%

1.6531%

1.7700%

1.5167%
1.4068% 1.4018%

FIGURE 2. MONTHLY AVERAGE RETURNS ON INVESTMENT OF VENTURE CAPITAL FINANCING AND OTHER BENCHMARK COMPANIES 

(2003–2013)
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Figure 2 above indicates that venture capital financing 
companies realised the highest average monthly returns 
on investment at 1.77%. The average monthly difference 
in return between venture capital financing companies and 
other benchmarks seems small. 

The small difference in average monthly returns could be 
attributed to chance or a sampling error. The returns on 
investment were therefore further investigated. The two 
sample t-tests were applied to determine whether the 
mean differences in returns on investment were statistically 
significantly different. The monthly average return on 
investments was tested at a 5% level of significance, while 
unequal variances were assumed. It was found that the 
monthly return on investment of South African venture 
capital providing companies is not significantly different to 
the monthly returns on investment of all the benchmark 
companies. This implies that based on the average 
monthly returns, all other factors remaining constant, 
investors would be indifferent to invest in venture financing 
companies or any of the selected benchmark companies.

However, when the difference in monthly returns was  
presented as a percentage, the difference in monthly 
return between venture capital financing companies 
and benchmark companies ranged between 6.6% and 
20.8% ((1.77 – benchmark return) ÷ 1.77)100), which is 
significant.

Risk is another factor that determines investment choice. 
The following section examines the risk of venture capital 
financing companies.

Investment risk of South African venture 
capital financing companies

Investment risk refers to a chance that actual returns could 
different from expected returns. Risk is determined by the 
variance in historical returns. In this study, this is measured 
by the standard deviation. Figure 3 below illustrates the 
risk of venture capital financing companies over the 10 
year study period.
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Source: Own deductions

Figure 3 above indicates that venture capital financing 
companies have significantly higher risk than all other 
company benchmarks. Venture capital financing 
companies exhibited a standard deviation of 0.174 in 

comparison to small cap, mid cap, Topi and Alsi index 
companies that exhibited standard deviations of 0.0434, 
0.0437, 0.439 and 0.0467 respectively. 
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The fact that venture capital financing companies exhibited 
significantly higher risk than all selected benchmark 
companies should be a matter of concern for the venture 
capital industry.

The risk-adjusted returns were then considered. Risk-
adjusted returns provide a more comprehensive measure 
of the venture capital financing company risk-return 
relationship.

Risk-adjusted returns of venture capital 
financing companies and benchmark 
companies

In this section, the Sharpe ratio is applied to explore 
the monthly risk-adjusted returns on investment of 

venture capital financing companies and other company 
benchmarks. 

It must be noted that risk-adjusted returns on investment 
only illustrate the risk-return relationship that exists within 
an investment. The risk-adjusted returns should not be 
confused with returns on investment that illustrate the 
growth of a company over a period of time.

Figure 1.4 illustrates the monthly risk-adjusted performance 
of South African venture capital financing companies in 
relation to other company benchmarks.
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The results presented in Figure 4 above indicate that over 
the study period, venture capital financing companies 
realised the weakest risk-adjusted returns on investment 
of 6.27%. The small cap index companies had the highest 
risk-adjusted returns on investments of 22.48%, followed 
by mid-capitalisation, top 40 and all share indices which 
yielded risk-adjusted returns of 19.17%, 16.6% and 
15.49% respectively.

These results indicate that, compared to other benchmark 
companies, South African venture capital financing 
companies performance are below other companies that 
were used as benchmark in this study. Venture financing 
companies will therefore probably not be able to attract 
investors to invest in venture capital financing companies. 
The shortage of funding in the venture capital providing 
industry in South Africa could therefore, among others, be 
attributed to this concern.
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CONCLUSION AND MANAGERIAL 
IMPLICATIONS

The importance of venture capital financing companies 
in the South African economy, together with the acute 
shortage of small business funding, is of significance 
to both the small business community and individual or 
institutional investors who provide the required financing.
This study examined the risk-return relationship of South 
African venture capital financing companies in comparison 
to other selected South African benchmark companies. The 
study wanted to establish whether the risk-adjusted return 
on investment of venture capital financing companies 
could be one of the reasons underlying the shortage of 
venture capital in South Africa.

The analysis was based on data spanning over a 10 year 
period. The initial findings indicated that venture capital 
financing companies realised a higher monthly return on 
investment than the benchmark companies. The difference 
ranged from 6.6% to 20.8%. The risk analysis revealed that 
venture capital financing companies have a significantly 
higher risk than that of the benchmark companies.

The risk-adjusted returns of venture capital financing 
companies also exhibited poor risk-adjusted returns. 
Venture capital financing companies realised risk-
adjusted returns on investment of 6.27%. Small cap index 
companies yielded the highest risk-adjusted returns on 
investment of 22.48%, followed by medium capitalisation, 
top 40 and all share indices which exhibited risk adjusted 
returns of 19.17%, 16.6% and 15.49% respectively. 

It can be concluded that, in comparison to other company 
benchmarks, South African venture capital financing 
companies seems to compensate investors sufficiently 
for investing in venture capital providing companies. But 
when the risk adjusted performance of venture capital 
financing companies is analysed, they do not compensate 
investors on par with the benchmark companies. This 
could therefore be one of the reasons for the shortage of 
venture capital in South Africa. 

The poor risk-adjusted returns on investment exhibited 
by South African venture capital financing companies can 

have serious implications for the capital needs of small 
and new start-up companies. 

Management of venture capital financing companies and 
policy makers can use this study as benchmark to devise  
strategies to make venture capital financing companies 
more competitive with other companies. Policy makers 
would also be well-advised to make policy adjustments to 
improve the risk-adjusted performance of venture capital 
providers in order to increase the availability of venture 
capital in South Africa.

The utilising of Section 12J of the Income Tax Act (Income 
Tax Act No. 58 of 1962, as amended) that provides for 
deductions from the income of qualifying investors in 
respect of expenditure actually incurred for the issue of 
shares in a venture capital company should be investigated 
to improve risk adjusted returns of venture capital financing 
companies.

This research focused only on the risk return relationship 
of listed venture capital financing companies in SA, further 
studies could explore the risk return relationship of listed 
and unlisted as well as successful and unsuccessful 
venture capital financing companies.

Alternative technological ways of funding start-ups 
companies like “crowed funding” should be investigated 
to improve the availability private equity to start up 
entrepreneurs.
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A MODEL FOR LEADERS AND MANAGERS TO MEASURE ROI 
AND RISK IN HUMAN CAPITAL DEVELOPMENT (HCD)

ABSTRACT

Human capital development (HCD) leaders and managers 
across the globe invest in employee development in order 
to improve individual and organisational performance. 
While they expect a return on investment (ROI) into HCD 
interventions, most managers do not accurately calculate ROI 
nor effectively measure satisfaction, behaviour, application 
and business impact as per the widely used Kirkpatrick/
Phillips training evaluation model. A variety of HCD 
evaluation models are available; however few are utilized 
with maximum impact. African HCD evaluation presents 
a unique, complex set of challenges that characterise 

developing economies: high youth unemployment, 
decolonization and hidden business risks. Comparative, 
theoretical research was undertaken to conceptualise the 
Training ROI and Risk Measurement Model. This model 
presents a simplified yet holistic measurement of the 
motivation, behaviour, application, impact, ROI and risk of 
HCD interventions. Furthermore, this model presents the 
management applications for measuring specific factors of 
each element of the 6-steps.

KEY WORDS: Human capital development (HCD); return 
on investment (ROI); risk; training measurement; Africa.
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INTRODUCTION

In a rapidly changing geopolitical and socioeconomic 
world, business has become more strongly connected 
than ever; yet there are risks and chaos amidst business 
structure, investments and order (Ulrich, 2015). The 
evolving workplace has been fighting the war for talent 
through aggressive talent acquisition, talent engagement 
and talent retention since the 1990s (Talukdar, 2015). With 
the millennials joining the workforce and the geographic 
and political landscapes changing, the marketplace has 
experienced an influx of multi-generational, multi-cultural 
and multi-lingual human resource and capital (Olson, 
2015). In order to sustain and improve the intellectual 
capital of their workforce, leaders and managers of the 
21st century across the globe have begun to embrace the 
culture of, and are creating learning organisations. 

They spend time, money, effort and other valuable 
resources on human resource/capital development (HRD/
HCD) interventions so that employees can feel motivated, 
empowered, engaged and valued. The current trend is 
for organisations to measure, calculate and evaluate the 
returns they receive for their investments into HCD (Scott 
& Nimon, 2016).

Although global trends, such as HCD measurement, 
infiltrate the borders of African countries, especially 
via technological and aerospace connectivity, due to 
differences in contexts, resources and governance 
structures, the implementation of global trends in Africa is 
complicated (Ogunade, 2011) and may require adaptation 
(Naidoo & Xollie, 2011). The African context is a very 
specific context with multiple developing economies that 
present multiple opportunities as well as risks for HCD 
interventions. The African investment, rewards and risks 
around HCD are different to the Asian, Middle Eastern 
or European (Western) context, investment, rewards and 
risks of HCD. The uniqueness of the African context lies 
in its decolonization attempts, changing national and 
local governments, slow growing economies, corruption, 
increasing unemployment, high youth population, poor 
infrastructure, crime, poverty and socio-economic 
inequalities (Rehman, Khan & Khan, 2011).

While leaders and managers across the globe seek to 
calculate and quantify their return on investment (ROI) into 
HCD; leaders and managers in Africa are struggling with 
risks that plague the HCD intervention even before it is 
implemented (Ogunade, 2011).  ROI refers to the returns 
(high, medium, low; positive, break-even or negative) 
organisations expect in the form of increased productivity 
after employees have been trained and developed towards 
higher levels of performance (Phillips, 2013). Unfortunately, 
ROI has in many ways presented HCD leaders and 
managers with threats and limitations as well as an efficient 
way to calculate and quantify the net benefits of investments 
into HCD interventions (Zinovieff & Rotem, 2008; Alam, 
Gale & Brown, 2013). 

Risk refers to the chance or possibility of a negative 
intended or unintended consequence (ISO31000). In HCD, 
risk management means measuring the possibility that 
investments in interventions may or may not produce the 
results required or anticipated. Risk is also measured as high, 
medium or low (Mahoney & Kor, 2015). Ideally, organisations 
should be efficient at calculating net ROI accurately as well 
as identifying and managing risky elements or factors that 
may negatively impact effective HCD. 

PROBLEM INVESTIGATED

The research problem formulated for this conceptual study 
is as follows: What model can leaders and managers 
use to effectively and efficiently measure the ROI and 
risk of HCD in Africa? The research objectives therefore 
contexualised for this study are as follows: to conduct a 
theoretical comparative analysis on existing models that 
measure ROI and risk of HCD; and to propose a model 
to effectively and efficiently measure ROI and risk of HCD 
within the African context.

This paper presents an introduction, an in-depth literature 
review, the conceptual research strategy and method, a 
comparison of HCD models, the conceptualized Training 
ROI and Risk Measurement Model, managerial applications 
of the model, and the conclusion with recommendations 
for further research. 



FINANCIAL MANAGEMENT, ACCOUNTING AND INVESTMENTS
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  150
ISBN 978-0-620-71113-5

LITERATURE REVIEW

An intensive review of the literature reveals that although 
HCD is on the increase, very little measurement is 
conducted, especially in African organisations, to accurately 
assess whether the return on HCD yielded are positive 
or negative, or high, medium or low. The measurement 
of risk in HCD and its impact is also limited. The trends in 
the literature are discussed under these topics: measuring 
HCD; HCD evaluation models; and the Kirkpatrick/Phillips 
evaluation model. 

MEASURING HUMAN CAPITAL 
DEVELOPMENT (HCD)

The definition of human capital is the rate of increasing 
production or service to increase economic growth without 
increasing the cost of labour or tangible capital (Tomer, 2016a; 
Son, 2010).  Investment in human capital does not consider 
personal, social or non-cognitive human development; 
for example, changes and improvements in relationships 
or motivation, both of which may positively impact 
socio-economic growth (Tomer, 2016b). Human capital 
development or HCD is the elastic growth of individuals, 
teams and organisations to feed and grow the economy 
(Campbell & Okuwa, 2016; Son, 2010). The expectation 
of HCD is that there will be tangible behavioural, cognitive 
and competency changes as a result of investment into 
intellectual development interventions or cognitive, affective 
and psychomotor skills (Knowles, Holton III & Swanson, 
2014). Assessing or evaluating HCD refers to the processes 
of: differentiating development from training and types of 
interventions; measuring its effectiveness; ensuring validity 
and reliability; and translating its impact on productivity into 
business results (Noe, Wilk, Mullen & Wanek, 2014). 

Assessment, measuring and evaluation of HCD varies with 
regard to the levels of evaluation (high, medium and low) and 
the times of measurement (before, during, after and later). 
Measuring HCD in the short term, immediately after the 
intervention, reveals positive correlation with motivation; and 
long term evaluation of HCD reveals increase in tangible and 
intangible socio-economic growth for individual, organization 
and country (Maitra, 2016). 

Calculating ROI is a process in the measurement of HCD 
and refers to the use of a formula to arrive at the ROI 
calculation as follows: total benefits minus the total costs 
of the HCD intervention, divided by the total costs. For a 
percentage calculation, multiply the result by 100 and divide 
by 1 (Phillips, 2013). Examples of the investment or costs 
of HCD interventions include the following: intervention cost, 
time off work, pay during time off, loss of production, travel, 
and sustenance. There are multiple hidden, unintended, 
tangible, intangible, financial and non-financial costs and 
benefits in HCD. The challenges with calculating ROI is 
that most often the intangible costs and benefits are either 
under or over evaluated (Lev, 2004; Ellis, 2005; Ip, Gober & 
Rostykus, 2016).

Assessing or measuring risk in HCD is an almost unknown 
element of the management strategy when evaluating the 
impact of development interventions (Holton, 2005). As in 
other areas of business, risk in HCD should be identified, 
quantified and managed. Risk in HCD measures whether a 
possible result is high, medium or low, especially if the result 
is negative. Risks can be tangible and intangible, visible 
and/or hidden (Mahoney & Kor, 2015).  Literature points to 
proactive and reactive human resource development (HRD) 
strategies. Proactive HRD or HCD includes increasing 
psychological assets, decreasing risk factors, and facilitating 
processes that allow employees to enhance their resilience. 
The reactive HRD or HCD builds on positive emotions 
and self-enhancement, external attribution, and hardiness 
(Luthans, Vogelgesang & Lester, 2006).

HCD evaluation models

In 1988, Brinkerhoff (2006) presented a six-stage evaluation 
model for HRD interventions to be incorporated into HCD 
planning, development, and operation as follows: Stage 
1: Identify training needs and problems; Stage 2: Design 
or locate HRD intervention; Stage 3: Implement HRD 
intervention; Stage 4: Participants learn skills and attitudes; 
Stage 5: Participants remember and make use of their 
learning; Stage 6: Organization benefits as participants retain 
and use their knowledge. The emphasis of this model is on 
the quality of the decision-making at each of the six stages, 
the value of the intervention to the organisation, and the 
benefits such as improving HRD practice (Brinkerhoff, 2006).
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Holton (2005) developed the HRD Evaluation and Research 
Model, a comprehensive framework for diagnosing and 
understanding the causal influences of HRD intervention 
outcomes. Tools to measure the constructs in each of 
the conceptual categories proposed in the model were 
constructed and are currently being tested (Holton, 2005). 
The Contribution Analysis is an evaluation technique that has 
recently been applied in Australia and uses outcomes based 
monitoring and evaluation. However, Contribution Analysis is 
complex and is best used in conjunction with other models 
(Zinovieff & Rotem, 2008).

Ogunade (2011) postulates that evaluating HCD means 
understanding the specific skills needs of the individual, job 
and organisation. HCD also has technological and other 
imperatives that need to be evaluated, such as, sector and 
national objectives and training targets. Evaluation models 
for HCD in developing countries should measure whether 
interventions in organisations develop their workforce to 
meet the country’s needs of increased poverty reduction, 
improve employability, enhance productivity and build 
international competitive skills. The call is for coordinated, 
collaborative and demand-driven HCD evaluation systems 
that are responsive to local, national and global fluctuations 
(Ogunade, 2011).

Iqbal (2013) presented a human resource accounting 
framework for assessing the impact of investment in 
human capital development on organisational performance. 
The framework measures the investment in human 
capital development and calculates the financial returns 
for organisations. The contextual, contingent and other 
factors that could affect the organisational performance are 
considered (Iqbal, 2013).

Alam, Gale and Brown (2013) critiqued, debated and 
extended Level 5 of the Kirkpatrick/Phillips model as well 
as the Phillips ROI model  to introduce the concept of 
Return on Value (ROV). The ROV Model allows the use of 
qualitative, subjective measures to assess the effectiveness 
of HCD instead of only measuring and quantifying the 
financial benefits of HCD. The model integrates project 
management, education, competence development and 
its impact on organisational performance (Alam, Gale & 
Brown, 2013). 

Ramiah (2014) presented the instructional systems design 
(ISD) and critical role of effective, systematic training 
evaluation practice to measure HCD value. Building on 
the Kirkpatrick/Phillips training evaluation model, the ISD 
model emphasises the collection of data in order to make 
judgements on and to evaluate learning contribution in the 
individual and organisation. It involves the holistic process 
of comprehensively collecting learning value throughout the 
training lifecycle at all of the Kirkpatrick/Phillips evaluation 
levels (Ramiah, 2014).

Phillips and Phillips (2016) presented the Results-based 
HRD Model to measure these criteria of HCD: performance 
assessment and analysis; design and delivery of intervention; 
post HCD evaluation; and business alignment. They also 
present the ROI method (Phillips & Phillips, 2016) for 
evaluating HCD as follows: plan the evaluation puzzle; 
develop HCD objectives; gather data via research; convert 
data into money; identify intangible benefits of HCD; capture 
costs of HCD; calculate ROI; communicate the results; 
observe the chain of impact.

Parboteeah, Jackson and Wilkinson (2016) stated that there 
is a lack of conceptual models to measure knowledge loss 
and proposed a conceptual toolkit model for managers to 
analyse the knowledge sharing and loss factors affecting 
individual and organisational performance. The model 
of factors affecting knowledge sharing allows managers 
to analyse their knowledge management strategies and 
reduce the risk of knowledge loss. The aim of the model is to 
assist businesses to improve their knowledge management 
initiatives, retain knowledge and gain competitive advantage 
over competitors (Parboteeah et al., 2016).

Mackay and Tymon (2016) present a critical reflection on 
risk-based HCD using a risk-based pedagogy to engage 
HCD leaders and managers in reflective thinking. This view 
contributes a practice-based understanding of risk in HCD 
and sheds light on the use of reflective skills to enable HCD 
managers to confront unpredictable work and learning 
situations. The highlighted implications are that effective 
risk-based HCD relies on establishing two conditions: (1) a 
scaffold structure which supports learner improvisation and 
(2) a facilitator willingness to continually orchestrate chance 
elements to maximise learning (Mackay & Tymon, 2016).
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Scott and Nimon (2016) propose a multidisciplinary, 
multilevel theory of integrating the management, 
valuation and risk in HCD. The call is for new frameworks 
for new, changing markets that can accurately measure 
the value of costs, human effort and business goals 
(Scott & Nimon, 2016).

Kirkpatrick/Phillips training evaluation model

Many top performing American and British organisations 
use the Kirkpatrick/Phillips 5-level training evaluation model 
to measure the effectiveness of their training programmes 
on organisational outcomes (Medina, Acosta-Perez, Velez, 
Martınez, Rivera, Sardinas & Pattatucci, 2015). Initially a 

4-level model developed by Kirkpatrick as part of his doctoral 
dissertation in 1959, this model was later improved upon 
by Jack Phillips who added a 5th level (Kennedy, Chyung, 
Winiecki & Brinkerhoff, 2013). 

According to Phillips (2013), the Kirkpatrick/Phillips training 
evaluation model is widely used and can be coupled with an 
online forecasting decision tool even before the investment 
in a training intervention is made. This is a good indication of 
the benefits side of the ROI calculation. This model measures 
training outcomes at five levels, presented in Table 1, as 
follows: Level 1: satisfaction with training; Level 2: learning 
from training; Level 3: application of training; Level 4: impact 
of training; Level 5: return on investment or ROI.

TABLE 1: THE KIRKPATRICK/PHILLIPS TRAINING EVALUATION MODEL

Level Description

Reaction, satisfaction, & planned 
action

Measure satisfaction & plan of action.

Learning Measures the skills and knowledge gained.

Application & implementation Changes in behaviour, application on-the-job and extent of 
implementation are measured. 

Business impact The impact on the business is measured

Return on Investment (ROI) Monetary value is compared with the cost of the training.

Source: Adapted from Bailey (2002)

The various stakeholders in HCD initiatives, such as the 
participants, human resources practitioners, managers 
and leaders, may all have different expectations about 
the purpose and anticipated outcomes of a training 
programme. In order to measure if their expectations were 
met, an objective set of criteria must be used. However, 
it is not clear if all organisations measure the impact of 
training, although they may have the desire to do so 
(Bernthal, 2012).

Mattson (2005) agrees that although training evaluation is 
critical in a time of limited resources, competing projects 
and pressure to spend budgets prudently in a globally 
competitive trading arena, organisations do not always 

automatically evaluate the effectiveness of all projects 
embarked upon. Reasons cited are the complexity of 
the training evaluation or difficulty to prove a causal 
relationship between money spent on training and actual 
improvement of business results or a real impact on the 
bottom line (Spitzer, 2005). The most obvious reason 
for evaluating training is to measure its value or worth 
(Kennedy et al., 2013). Organisations investing valuable 
resources in improvement projects, whether for employee 
efficiency or skills enhancement, are now insisting on the 
evaluation of the impact of such programmes (Russ-Eft & 
Preskill, 2005).

The Kirkpatrick/Phillips model, although widely used, 
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is not free from criticism. To this end, although it is 
widely accepted that learning impacts performance and 
ultimately business objectives, even when the Kirkpatrick/
Phillips model is applied, it is only the lower levels that 
are reported on (Spitzer, 2005).  It is estimated that close 
to 90% of training interventions are evaluated in terms 
of the reactions of the participants, their satisfaction and 
learning (ASTD, 2011), and barely in terms of business 
value. Mattson (2005) reports that the limited research 
on the topic of evaluation has found that management 
is more interested in financial results than employee 
feedback. Furthermore, according to Brinkerhoff (2006) 
training alone cannot be isolated for its success (or 
failure), and evaluation is really based on the performance 
management system in the organisation, not the training 
programme only. Finally, not all training benefits can be 
translated into financial outcomes and managers focusing 
only on the financial results may overlook other, difficult to 
quantify, benefits (Russ-Eft & Preskill, 2005).   

It is however possible and feasible to attempt to calculate 
return on investment, according to Hipwell (2005) in 
support of the Kirkpatrick/Phillips model. Return on 
investment (ROI) is defined and perceived differently by 
different stakeholders; however, it is possible to monetize 
the benefits from training and a simple calculation could 
quantify the value. This model can also be used to forecast 
the potential pay-off before the investment is made (Bailey, 
2002).  ROI is reported as the benefits-cost ratio that 
uses the costs of the training intervention as a factor that 
contributes to the benefits. Although the cost element of 
the training programme is easy to arrive at, it is the benefit, 
value and risk that are subjective and difficult to quantify 
(Phillips, 2013). 

Two critical steps suggested calculating such benefits are 
data collection and data analysis. During data collection, 
methods such as observation and focus group interviews 
involving the training participants and their line managers 
should be used. Data collection should take place during 
and after the intervention, in the form of follow up surveys 
and questionnaires (Bailey, 2002; Hipwell, 2005). During 
data analysis, estimation, isolation and adjustment are 
suggested as three further steps to make a clear distinction 
between the impact of the training intervention and other 

influences on changed performance-related behaviour. 
Firstly, estimates of changes in performance must take into 
consideration the influence of people, processes, markets, 
technology and the training itself. Secondly, by isolating 
the estimated improvement in performance through only 
training, the training recipient is asked to (subjectively) 
estimate how much the training contributed to her/his 
performance, relative to other factors. Thirdly, to counter 
the trainee participant subjectivity, a third party adjusts the 
ROI calculation (Hipwell, 2005).

A number of organisations have reported mixed feedback 
on investment in training, including a 285% return on 
management training using the Kirkpatrick/Phillips model 
(Bailey, 2002). The limitations to this model can be 
modified to add more value to the measurement of training 
effectiveness by identifying the relevant measurement 
factors and analytics that can be gathered at each level; 
and predicting, identifying, quantifying and managing 
the risks that occur before, during and after training that 
prevent the effective transfer of training into individual and 
organisational performance improvement.  

RESEARCH METHOD

The motivation for this abstract research lies in the fact that 
there is a lack of effective and context specific research, 
theory, models and frameworks for HRD/HCD. The current 
training evaluation models offer taxonomy of stages and 
processes with unclear or limited measurement criteria, 
factors and steps to measure causal relationships. The 
research question that was formulated for this abstract, 
theoretical and conceptual research is as follows: What 
model can leaders and managers use to effectively and 
efficiently measure the ROI and risk of HCD in Africa? The 
two research objectives contexualised for this theoretical 
study were achieved using these steps as follows: 

1. To conduct a theoretical comparative analysis on 
existing models that measure ROI and risk of HCD.

2. To propose a model to effectively and efficiently 
measure ROI and risk of HCD within the African 
context. 
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This study employed a qualitative, conceptual design 
with a theoretical comparative analysis method (Roig-
Tierno, Huarng & Ribeiro-Soriano, 2016; Aggestam, 
2015). The research paradigm underpinning this study 
is the constructivist philosophy (Robson & McCartan, 
2016). Constructivism guides the ontology and 
epistemology of this study by allowing the researchers 
to construct new knowledge within the context of a lived 
reality. The comparison of various existing models and 
the creation of the new model occurred at an abstract 
level with a multi-dimentional overview of the contextual 
factors (Filipović, 2015). The next section presents the 
findings of the conceptual research process.  

FINDINGS

The findings of this conceptual research study are 
presented under these sub-headings: comparison of 
HCD evaluation models; and Training ROI and Risk 
Measurement Model for HCD.

Comparison of HCD evaluation models

Existing research on HCD evaluation models lack 
accountability for the impact of intervening variables, 
such as: motivation to learn, trainability, job attitudes, 
personal characteristics, and transfer of training 
conditions (Holton, 2005). Furthermore, Zinovieff 
and Rotem, (2008) criticize the Kirkpatrick Training 
Evaluation model described above and the listed 4 
levels of training evaluation, being (1) Reaction, (2) 
Learning, (3) Behaviour and (4) Organisational results 
as being weak in its application. It was found that less 
than 15 per cent of organisations measured the effect 
of training on organisational results, including business 
and financial results (Mattson, 2005). Moreover, less 
than 10 per cent of what is learned during off-the-job 
training is applied back at work (Latif, 2012). 

If success can be measured by the extent to which 
desired outcomes are met, management should have 
a set of quantifiable desired outcomes for any training 
arranged or training provider selected (Dawe, 2003). 
These outcomes need to be negotiated and contracted 

with the external training provider. The trainer’s ability 
to achieve efficacy is vital, and ranges from the ability to 
communicate to the extent to which s/he facilitates the 
transfer of knowledge, right down to her/his contribution 
to the organisational achievement of desired success 
from the training. Failure to communicate these 
expected outcomes may result in the training provider 
concentrating more on favourable participant ratings, 
and too little on the other aspects of learning, change 
and organisational impact (Zinovieff & Rotem, 2008).

Although training is primarily offered with the aim of 
improving skills, an increase in job satisfaction (and 
employee retention) may be an unintended side effect 
(Latif, 2012) and may increase the impact of the training 
intervention. Spitzer (2005) agrees that the emphasis 
should not be on justifying the learning from training, 
but rather on the impact on all the organisational 
stakeholders. Jack Phillips drew attention to the 
weakness of the Kirkpatrick model and its inability to 
calculate the costs and benefits (ROI) of the training 
and introduced this on a 5th level. Critique of this 
contribution by Phillips is that evaluation needs to draw 
on level 4 (overall business and financial results) and 
converting these results into monetary values before 
comparing it to the cost of the training. If these results 
are flawed, the ROI calculation is flawed (Zinovieff & 
Rotem, 2008). 

Other studies conducted found significant correlation 
between satisfaction with the training session, training 
content, the trainer and the rate of transfer of learning 
(Latif, 2012). Learning as a measure of training 
effectiveness is a Level 2 outcome of the Kirkpatrick/
Phillips model. However, learning triggered by training 
does not always contribute to organisational success; 
hence adopting a training activity may not always 
solve poor organisational performance challenges 
(Alexandros & Bouris, 2008)

From the above discussion it is apparent that it 
is not uncommon for organisations to invest in 
employee development and training with the aim of 
improving their overall performance and ability to 
compete successfully. What is uncommon, however, 
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is a set of factors that enable the investing entity to 
measure the value and the risk of the training transfer. 
Literature abounds on the need to train managers 
and employees, yet many projects initiated by African 
organisations to develop leadership, management 
and employee capabilities have failed for a number of 
reasons (Naidoo & Xollie, 2011). Public institutions are 
criticised for reasons ranging from bureaucratic time 
lags, lack of accountability (Rehman, Khan & Khan, 
2011) to ineffective leadership and governance (Naidoo 
& Xollie, 2011). The fact that the value created by the 
training interventions is difficult for training practitioners 
to measure, further exacerbates the criticism that 
current training models and frameworks are ineffective 
(Erasmus, Loedolff, Mda & Nel, 2011).

There are HCD measuring instruments that may have 
been effective to achieve the objectives of training in 
the last three to four decades; however, a customized, 
modified training evaluation model is required to not 
only benefit the unique African work situation, but to 
enhance the working relationship between the trainee 
and the organisation, training provider, leaders, 
managers, peers and other stakeholders. Furthermore, 
if employees and managers are to benefit from training 
and development interventions on a personal and 
professional level, the risks, challenges and barriers 
associated with effective training transfer must be 
measured together with the measurement of motivation, 
behaviour, application, costs and benefits.

Training ROI and Risk Measurement Model 
for HCD

The comparative theoretical analysis of this research 
resulted in the conception and proposal of the Training ROI 
and Risk Measurement Model that modifies and builds on 
the Kirkpatrick/Phillips model. The Training ROI and Risk 
Measurement Model consists of six measurement steps with 
six evaluation questions or criteria and measurement factors 
for each step. Figure 1 presents a graphic representation 
of the holistic HCD measurement elements as proposed 
to measure the motivation, behaviour, application, impact, 
ROI and risk of any HCD intervention. Figure 2 presents the 
6-step Training ROI and Risk Measurement Model with the 
evaluation question and factors per step.

Step 1, the Personal Development Plan (PDP) and 
Motivation step, evaluates whether the need for training 
was established at performance appraisal phase due to a 
performance gap and that the training was agreed upon by 
both employee and manager. This step immediately ensures 
that the training intervention is selected to improve job 
performance. Furthermore, with buy-in from the employee, 
s/he is stimulated and motivated to not only attend 
training, but to benefit from it so that s/he improves her/his 
performance. The aim of this step is to measure whether 
employees are intrinsically motivated to develop enhanced 
skills despite the many external or extrinsic forces that may 
impact successful learning and performance improvement.
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2. 
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1.
Motivation

FIG 1: TRAINING ROI AND RISK MEASUREMENT MODEL ELEMENTS (SOURCE: AUTHORS)

Step 2, the Learned Behaviour step, evaluates whether 
the trainee/employee improves her/his knowledge, skills, 
values and attitude after training compared to prior 
behaviour before training. If the need for training was 
established correctly due to a performance gap and the 
correct training intervention was selected close this gap in 
Step 1, then the behaviour of the employee must change 
after training.

Step 3, the Applied Behaviour step, evaluates whether 
the learned behaviour in Step 2 is effective and allows 
the employee to apply the learning to improve her/his 
performance. Measuring the applied behaviour after 

training and comparing it to the applied behaviour before 
training allows employees, managers and trainers to 
evaluate whether the training intervention was relevant 
and effective in plugging the performance gap. 

Step 4, the Business Impact step, evaluates whether the 
employee performance improvement measured in Step 3 
contributes to achieving the business strategic goals. The 
employee, manager, organisation and training provider 
benefits if the answer to the evaluation question in this step 
is positive. However, if the answer is negative, the possible 
and probable causes may be identified by reviewing and 
reflecting on Steps 1 to 3. 
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• Q: Motivation, performance & development aligned before HCD?

• Factors: performance gaps, intrinsic motivation & personal development.

• Q: Did improved performance achieve business goals?

• Factors: compare before & after business capabilities.

• Q: Improved knowledge, skills, values and attitude after HCD?

• Factors: compare before & after behaviour + competencies.

• Q: Do the tangible, intangible, hidden & soft benefits exceed its costs?

• Factors: correlate steps 2 & 4 to calculate ROI.

• Q: Visibly improved performance

• Factors: responsibility & accountability for performance after HCD intervention.

• Q: What are the tangible, intangible, hidden & soft risks to the HCD?

• Factors: identify, quantify & manage barriers before, during & after HCD that impede 
improved performance.

Step 1: 
PDP & 

Motivation

Step 4: 
Business 

Impact

Step 2: 
Behaviour 

Change

Step 5: 
Calculate 

ROI

Step 3: 
Application

Step 6: 
Risk 

Management

FIG 2: TRAINING ROI AND RISK MEASUREMENT MODEL (SOURCE: AUTHORS)

Step 5, the ROI Calculation step, evaluates whether the 
benefits of training exceed the costs of training. If the 
answer to this evaluation criteria question is positive, then 
all stakeholders benefitted from the training intervention. 
If the answer is no and the ROI calculation statistic is 
negative, then Steps 1 to 4 must be reviewed to identify 
and eradicate the cause. This step of the model allows 
all stakeholders to authentically evaluate the evidence 

and determine whether the training intervention resulted 
in improved performance, capability and return on 
investment.

Step 6, the Risk Management step, evaluates whether 
any specific barriers prevent trainees/employees from 
improving their performance after training, and hence 
hinder the achievement of business strategy and growth. 
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This step highlights the fact that training stakeholders 
(employees, managers, organisation, training provider, 
sector, economy and communities) are impacted by and 
impact the results of training interventions. Identifying 
risks that could present challenges to a positive ROI 
involves close scrutiny of the factors in Steps 1 to 5 of this 
model. All identified risks should be quantified, managed 
and minimized or eliminated. This step allows employees, 
managers and trainers to be aware of and take appropriate 
action to control risks that may occur as unforeseen 
incidents and events that prevent positive results in Steps 
1 to 5.   

MANAGERIAL APPLICATION

Armed with the knowledge that the training programme 
selected will have the maximum impact, managers 

can now make more informed decisions about which 
training programmes will suit the employee needs for 
personal growth and the organisations need for improved 
performance. This intrinsic motivation, together with an 
action plan to close the performance gap, should lead to 
an observable change in employee behaviour as he or she 
applies it back at the workplace. Evidence of performance 
improvement can be obtained by comparing previously 
identified and contracted performance indicators (as in the 
PDP) with actual results. 

A key feature of the Training ROI and Risk Measurement 
Model are the measurement factors listed for each of the 
six steps in the model. Leaders and managers of HCD have 
a practical tool for measuring and analysing the factors 
that impact motivation, behaviour, application, impact, 
ROI and risk of HCD interventions using the Measurement 
Factors in the Training ROI and Risk Measurement Model 
as presented in Table 2.

TABLE 2: MANAGERIAL APPLICATION OF THE TRAINING ROI AND RISK MEASUREMENT MODEL

Measurement Factors in Training ROI & Risk Measurement Model

Step Measurement Factors

1: Motivation -Need for training was established due to a performance gap.
-Employee is motivated to attend HCD intervention.
-Employee wants to achieve her/his personal development plan (PDP).
-External factors, e.g.: SETA (Sector Education and Training Authority) levies and grants.

2: Behaviour 
Change

-Competencies, behaviour and engagement before HCD.
-Competencies, behaviour and engagement after the HCD event.

3: Application -Improved work performance after HCD.
-Employee exhibits improved responsibility and accountability in her/his job, team and projects.

4: Business 
Impact

-Employee performance improvement translates into business strategic goal achievement.
-Organisational capabilities improve or deteriorate after the HCD intervention.

5: Calculate ROI -Costs of HCD: registration fees, travel, accommodation, refreshment, time-off production, insurance, 
subsistence, etc.
-Benefit factors: knowledge, skills, values, attitude, networking, organisational capability, team 
effectiveness, etc.
-Benefits minus costs divided by costs.

6: Manage Risk -Identify hidden risks before, during and after HCD.
-Quantify all risks and rate impact of each.
-Manage all risks via elimination or minimization. 

(Source: Authors)



FINANCIAL MANAGEMENT, ACCOUNTING AND INVESTMENTS
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

159159

CONCLUSION

Human capital development (HCD) leaders and managers 
invest heavily to end the war for talent by developing 
employees and creating their own talent pools. Literature 
trends reveal that financial and other investments into HCD 
do not always yield a healthy return on investment (ROI), as 
employees targeted for development may not be motivated, 
may be reluctant to change their behaviour and may not 
apply newly learned skills to improve performance. This may 
result in low business impact and low ROI. Furthermore, 
African leaders and managers face a unique set of risks that 
need to be factored into the measurement of HCD.

The conceptualized Training ROI and Risk Measurement 
Model expands on the Kirkpatrick/Phillips evaluation model 
to include risk as the sixth element or step to effectively 
measure HCD in the African context. The model presents 
the motivation, behaviour, application, impact, ROI and 
risk steps with key evaluation questions and measurement 
factors for each step.  This study suggests a measurement 
model to be used to measure ROI and risk; however, a 
limitation of this model is that although it incorporates the 
opinions of many authors in the field of human capital 
development, it has not been tested in an actual workplace 
environment. 

The recommendation of this paper is that leaders and 
managers of HCD implement the Training ROI and Risk 
Measurement Model to test its effectiveness for calculating 
high ROI and low risk. Further research must be undertaken 
to empirically validate the model and its effectiveness to 
measure HCD, especially in African organisations. 
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EXPLORING THE EFFECT OF THE NATIONAL CREDIT ACT ON 
A MICRO-LENDING FINANCIAL INSTITUTION

ABSTRACT

The prevalence of over indebtedness of consumers within 
the South African credit market is of a major concern 
to the credit growth of the country. More specifically, 
the concept of over-indebtedness has sparked a lot of 
attention across the industrial and academic landscape, 
as many consumers find themselves in unprecedented 
debt situations. The National Credit Act (NCA) was 
introduced in 2007 by the South African Government to 
curb over-indebtedness and reckless credit granting within 
the micro-lending industry. Against the aforementioned, 
the current research paper focuses on a micro-lending 
financial institution in order to gain a deeper understanding 
of the phenomenon of over indebtedness in line with the 

NCA. The purpose of the study is to gain insight into a 
micro-lender’s general management of their experiences 
and perceptions regarding the effectiveness of the NCA 
in addressing over-indebtedness. Data was gathered 
by means of semi-structured interviews, and verbatim 
responses were gathered and audio recorded. Using the 
thematic analysed recorded data, the findings indicate 
that the NCA is an appropriate instrument for managing 
over indebtedness. The management of micro-lending 
institutions thus needs to closely assess the credit profiles 
of consumers to effectively deal with the issue of bad 
debts.

Key words: Over indebtedness, National Credit Act, credit 
market, financial institution.
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INTRODUCTION

The National Credit Regulator (NCR) (NCR, 2012) 
reported an increase in unsecured micro-lending, 
resulting in bad debts across the banking sector. These 
attracted attention from the media and numerous reports 
(Financial Mail, May 2012; Mail & Guardian, March 2012; 
Reuters, April 2012;) covering the unsecured credit 
growth, have been published. This notion was supported 
by the South African Reserve Bank (SARB) (SARB, 
June 2012) and government officials (Mittner, 2012) who 
have raised concerns relating to increases in relatively 
expensive credit that may result in unsustainable credit 
growth. In addition, the NCR report (NCR, August, 2012) 
further stated that, an average of 6 500 consumers apply 
for debt counselling on a monthly basis, totalling more 
than 360 000 consumers since the inception of debt 
counselling in June 2007. The debt situation that South 
African consumers currently find themselves in is further 
indicated by statistics presented in the Credit Bureau 
Monitor released in December 2012 for the third quarter 
of the year (Credit Bureau Monitor, 2012). In particular, 
their figures reveal that of all the credit-active consumers 
totalling 19.69 million, 19.7% were three or more months 
in arrears, 12.9% had adverse listings, and 14.3% had 
judgements or administrative orders. Conversely, the 
product growth in unsecured lending to individuals is 
primarily in the personal loans segment, which has grown 
at an average rate of 25% per annum  from R34 billion 
as at December 2005 to R126 billion as at December 
2011 (South African Reserve Bank, 2012). In an effort to 
deal with the upsurge of unsecured credit growth driven 
by over indebtedness, the South African Reserve Bank 
recommended the use of a robust policy instrument to 
effectively address unsustainable credit records. To 
give legal effect to the aim of regulating and creating a 
sustainable credit environment, the National Credit Act 
34 of 2005 was promulgated.

The introduction of the NCA in 2007 by the South African 
Government was aimed at achieving a number of 
objectives, one of which was combating over indebtedness 
and reckless credit granting. According to the report by 
FinMark Trust (2009), over indebtedness results from 
reckless lending and borrowing, low levels of awareness, 

and a lack of enforcement. Over indebtedness occurs 
when a borrower can no longer service all of his/her 
debts, or where the level of debt servicing is depleting 
the household income and consumption (Goodwin-
Groen, 2006). The purpose of the NCA is therefore 
to promote and advance the social and economic 
welfare of South Africans, promote a fair, transparent, 
competitive, sustainable, responsible, efficient, effective 
and accessible credit market and industry, and to protect 
consumers. In addition, the NCA contains lengthy, 
detailed, far reaching and very important provisions in 
this regard. Thus, the implementation of the Act may have 
serious consequences for financial services institutions. 
In spite of the promulgation of the NCA in 2006, personal 
loans have continued to increase at an accelerating rate 
from about R40 million in 2006 to R145 million in 2012 
(NCR, 2012). Therefore, there is limited research into 
this domain of understanding the effectiveness of the  
NCA in addressing the over-indebtedness of the micro-
lending institutions in the micro-lending industry of South 
Africa. 

The scope of this research study will be limited to 
investigating the effect of the NCA on one micro-
lending financial institution. Therefore, the purpose of 
this research paper is to explore the perceptions of a 
selected micro-lender’s general management on their 
experiences and perceptions regarding the effectiveness 
of the NCA in addressing over indebtedness. The findings 
of this research paper will specifically assist micro-
lending financial institutions regarding how to practically 
utilise the NCA as an instrument for addressing over 
indebtedness. Findings will also contribute to the theory of 
over indebtedness which has not been explored within the 
context of South Africa.

The remainder of this research paper is organised as 
follows: The next section contextualises the relationship 
between the levels of over indebtedness and the NCA. 
This is followed by the research questions and problem 
statement for the study. Section 5 provides the research 
methodology to be adopted, whereas section 6 presents 
the findings of the study. Finally, the practical conclusions, 
managerial implications and recommendations for future 
research are also provided.
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PROBLEM STATEMENT AND RESEARCH 
QUESTIONS 

The research problem relates to the fact that since the 
inception of the NCA, the levels of indebtedness have 
continued to increase year on year (Kelly-Louw, 2007:2). 
The NCA’s purpose was to accrue benefits to key 
stakeholders such as consumers and financial institutions 
within the economy by ensuring that they incur minimal 
costs in reducing bad debts and reckless lending. With 
the focus on section 129 of the NCA of 2005, there is 
a possibility that costs could be incurred by the credit 
provider owing to the extension in repayment of the loan 
to ensure that any default amount is recovered without 
repossession of assets. 

More specifically, the credit provider will only incur service 
fees and administrating costs in cases where a consumer 
has defaulted on payment obligation and may not exceed 
the prescribed maximum for the category of the credit 
agreement concerned. 

To investigate the research problem in detail, the following 
research questions have been formulated:

• To what extent does the NCA have effect  
on the sales and operations of a selected  
micro lender?

• How do the experiences and perceptions of the 
general management of a selected micro lender 
contribute to the current level of over indebtedness?

• What are the awareness levels, perceptions and 
experiences of the NCA amongst the general 
management of a selected micro-lender?

LITERATURE REVIEW

This section provides a literature review regarding what 
the current research paper will investigate. It focuses on a 
theoretical discussion on the credit market, highlighting the 
issue of over-indebtedness and contextualises the enactment 
of the NCA in South Africa.

A brief profile of the credit market in South 
Africa

Before approaching a theoretical understanding behind 
the current situation in the credit market of South Africa, it 
is firstly important to uncover the context of micro-lending 
and unsecured transactions which have contributed to the 
alarming credit growth in the country.

Micro-lending is a financial term adopted by the micro-finance 
industry which refers to the practice of borrowing money or 
obtaining a micro-loan from a micro-financier or a micro-
lender (Shreiner, 2002:591). It is also referred to as “the 
provision of short-term loans of small amounts of cash to low 
to middle income earners that will be repaid over an agreed 
period of time” (Van Heerden, 2008:17). A micro-lender is 
therefore a credit grantor that provides micro-finance credit 
known as micro-loans. 

Micro-lending is a combination of the terms micro and lend, 
each meaning the following:

• Micro – extremely small in scale or capability.

• Lend – to give temporarily or allow having for a limited 
time (Van Heerden, 2008:17).

All micro-lenders operate in terms of the Usury Act (Act 73 
of 1968) Exemption which allows them to charge higher 
interest than the prime lending rate of banks (Acts, 2016). 
In line with the Usury Act, micro-lenders are regulated by the 
Micro Finance Regulatory Council (MFRC) which provides 
opportunities to operate freely by charging greater rates 
(Acts, 2016). The Usury Act Exemption stipulates that the 
following regulations should apply to micro-lending (Acts, 
2016):

• R10 000 is the maximum amount able to be loaned

• Loans should be paid back within a period of 36 months

• Loans cannot be repaid using other forms of credit

• The micro-lending institutions involved with the loan 
must be registered with the MRFC.
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Although micro-lenders operate the same way banking 
institutions do, they however differ from micro-lenders as 
they have a ceiling on the amount of interest they can charge 
and are not strictly governed by the same regulations of 
the MIFRC (Acts, 2016). Micro-lenders generate revenue 
necessary for loan-out sums by encouraging people 
to invest, and paying those investors interest (Acts, 
2016). Managers of micro-lenders’ institutions report to 
their shareholders, financiers and sponsors, and would 
therefore prefer to operate in the market with the highest 
return and the lowest risk features (Volschenk & Biekpe, 
2003). In order to accomplish this, managers have a 
number of choices in terms of which markets to target 
(e.g. gender or income bias) and the kind of products they 
are willing to offer (e.g. loan-insurance, short- or long term 
loans, etc.) (Volschenk & Biekpe, 2003). 

This subsequently means disbursing relatively small loans 
and other financial products that will be repaid over an 
agreed period of time (Van Heerden, 2008:17). The micro-
finance industry is not a new phenomenon. The micro-
lending industry is comprised of approximately 3 500 
lenders and contributes to R17 billion (5%) of the credit 
industry in South Africa (NCR, 2006). The micro-lenders 
are seen as a positive expansion of the financial system 
as they endeavour to reaches out into under serviced 
and unprivileged segments of the economy (Van Zyl, 
Botha & Skerritt, 2006:116). Even before the advent of 
money, people borrowed, lent and saved within their own 
communities using their own systems and methods without 
external interference, assistance or resources. Accessing 
micro-loans and other credit is sometimes necessary to 
alleviate the temporary financial challenges the consumer 
may face (Wright & Haynes, 2005:94). This is particularly 
the case in instances where the loan is used to attend 
to an emergency and is paid back within a short period 
of time. However, in instances where a micro-loan(s) is 
taken out to supplement a person’s salary, especially if 
taken out with various micro-lenders, borrowers struggle 
to service the debt and eventually fall behind in making 
payments. Such a situation leads into a negative debt 
spiral (Government Gazette, 2006).

Unsecured lending plays a pivotal role in South Africa’s 
banking industry as it offers mutual benefits to both the lender 

and borrower. While it presents revenue streams for lenders, 
it is attractive to borrowers in the sense that it enables many 
consumers to improve their circumstances and experience 
better lives if obtained for responsible causes (World 
Economic Forum, 2013). Within the context of unsecured 
lending is the emergence of unsafe credit transactions. These 
unsafe credit transactions refer to all transactions in respect 
of which the lender is not guaranteed safety. Therefore, the 
rand value of unsecured credit granted increased to R29.07 
billion (11.94%) for the quarter ended December 2012. On 
a year-on-year basis, the rand value of unsecured credit 
agreements increased by R2.62 billion (9.91%). In addition, 
statistical information that has been received by the NCR 
(statistical returns from credit providers) (NCR, December 
2012) indicates that credit granted in respect of unsecured 
personal loans has grown strongly over the last two years. 

The growth of the credit grants and unsecured transactions 
highlighted above, usually bring along issues of over 
indebtedness.  According to the report by FinMark Trust 
(2009), over-indebtedness results from reckless lending 
and borrowing, low levels of awareness, and a lack of 
enforcement. Over indebtedness occurs when a borrower 
can no longer service all of his/her debts, or where the level 
of debt servicing is depleting the household income and 
consumption (Goodwin-Groen, 2006). Over indebtedness 
amongst South African consumers remains a very acute 
problem. Section 79(1) of the National Credit Act (NCA, 
2005) defines over indebtedness as follows:

A consumer is over indebted if the preponderance of 
available information at the time a determination is made 
indicates that the particular consumer is or will be unable 
to satisfy in a timely manner all the obligations under all the 
credit agreements to which the consumer is a party, having 
regard to that consumer’s:

(a) financial means, prospects and obligations and

(b) probable propensity to satisfy in a timely manner all the 
obligations under all the credit agreements to which the 
consumer is a party, as indicated by the consumer’s 
history of debt repayment and their likelihood of 
engaging in reckless lending as a consequence of debt 
spirals as argued thus far. 
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A credit provider must not enter into a reckless credit 
agreement with a consumer. The NCR (Section 81, 2006) 
states that, before entering into such an agreement, a credit 
provider must first take reasonable steps to assess the 
consumer’s general understanding of the risks and costs 
of the proposed credit, the consumer’s debt repayment 
history, as well as existing financial means, prospects and 
obligations. The consumer must fully and truthfully provide 
the requested information. A credit agreement is reckless 
if (NCR, 2006):

• at the time it was concluded, the credit provider failed 
to conduct the necessary assessment, irrespective 
of what the outcome of such assessment might have 
been, or

•   the credit provider entered into the agreement 
despite the fact that information available to the credit 
provider showed that the consumer did not generally 
understand the consumer’s risk, and the costs or 
obligations under the proposed credit agreement or 
the conclusion of the agreement, would cause the 
consumer to become over indebted.

The extent of over indebtedness amongst South African 
consumers is apparent from recent information/statistics 
released by the South African Reserve Bank and poses a 
risk to the financial stability of the country (SARB, 2013). 
Therefore the following section uncovers the purpose of 
the NCA and its implications for the credit market in South 
Africa.

Overview of the National Credit Act of South 
Africa

The National Credit Act (NCA) (Act 34 of 2005) came into 
effect on 1 June 2007. The idea behind the NCA was to 
implement rules through which to better govern the credit 
industry, to ensure that all credit consumers are dealt with 
in an even handed manner, and to protect credit consumers 
from becoming over indebted. The NCA repealed some of 
the older laws, such as the Usury Act 73 of 1968 and the 
Credit Agreements Act 75 of 1980, and made it a legal 
requirement for credit providers, debt councillors and credit 
bureaus to register with the National Credit Regulator 

(NCR). The NCA (2005) has identified several role players 
that fall within the ambit of the Act, namely: the National 
Credit Regulator, established as regulator under the Act, 
and the National Consumer Tribunal, Credit Providers, 
Consumers, Credit Bureau and Debt Counsellors. 
Additionally, the NCA outlines the primary functions of the 
National Credit Regulator, established as regulator under 
the Act, and the National Consumer Tribunal.

The NCA comprehensively regulates the whole credit 
industry in South Africa. The Act applies to all  partnerships, 
close corporations and companies with a turnover of 
less than R1 million, to trusts that have more than three 
trustees, and to credit providers who have a credit book of 
R500 000 or more and who have entered into 100 or more 
credit agreements with individual consumers (Kelly-Louw, 
2007:148). In general, it covers all transactions related 
to credit. From a consumer perspective, three essential 
stipulations are credit agreements, credit records and the 
Act’s governing structures.

The policies of the NCA are in place to ensure that the 
consumers are protected against over-indebtedness. The 
banks are now forced to do a check on applicants’ credit 
and debt repayment habits each and every time there 
is an application for a credit facility. The inception of the 
NCA has led to consumers having improved rights that are 
enforceable by the National Credit Regulator, access to 
formal channels for disputed credit agreements, and debt 
counselling. 

The overall objective of the NCA is to protect the consumer 
against reckless and irresponsible lending and to ensure 
that the granting of credit is carefully considered by the 
credit provider to guarantee that the consumer does not end 
up being over indebted. The credit provider is mandated 
under this Act to have a proper collection process in place 
to recover defaulted loans without penalising the clients 
(National Credit Act 34, 2005).

The purposes of the NCA are to promote and advance the 
social and economic welfare of South Africans, promote 
a fair, transparent, competitive, sustainable, responsible, 
efficient, effective and accessible credit market and 
industry, and to protect consumers, by (NCA, 2005):
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• Promoting the development of a credit market that is 
accessible to all South Africans and in particular to 
those who have historically been unable to access 
credit under sustainable market conditions.

• Ensuring consistent treatment of different credit 
products and different credit providers.

• Promoting responsibility in the credit market by 
encouraging responsible borrowing, avoidance of over 
indebtedness and fulfilment of financial obligations 
by consumers, and discouraging reckless credit 
granting by credit providers and contractual default by 
consumers.

• Promoting equity in the credit market by balancing 
the respective rights and responsibilities of credit 
providers and consumers.

• Addressing and correcting imbalances in negotiating 
power between consumers and credit providers by 
providing consumers with education about credit and 
consumer rights.

As introduced earlier, the National Credit Regulator (NCR) 
was established in line with the NCA as a body that is 
responsible for the regulation of the South African credit 
industry.  The NCR is tasked with facilitating education, 
creating awareness of the consumer protection that the 
NCA offers, research, policy development, registration 
of industry participants, investigation of complaints, and 
ensuring the enforcement of the NCA overall.  In addition, 
the NCR has to promote and support the development of 
a fair, transparent, competitive, sustainable and accessible 
credit market, must particularly address the needs of 
historically disadvantaged persons, low-income persons, 
and remote as well as isolated or low-density communities.  
Further functions are monitoring the availability of credit, 
pricing and market conditions, trends in access to credit and 
indebtedness, market conduct and competition (National 
Credit Regulations, 2006).  Moreover, the NCR is tasked 
with the registration of credit providers, credit bureau and 
debt counsellors, the cancellation or suspension of the 
registration of credit providers, credit bureau and debt 
counsellors, dealing with complaints, promoting alternative 

dispute resolution, and enforcement of compliance with 
the NCA.  Given all of credit providers (such as financial 
institutions, micro-lenders, and retailers) have to according 
to law, register with the NCR.  A failure to register as a credit 
provider may lead to the credit agreements of the particular 
credit provider being regarded as null and void. 
The NCA provides for the establishment of another 
supporting body, namely the National Consumer Tribunal 
(NCT). The NCT is an independent body, separate from 
the NCR, with members appointed by the President. It 
adjudicates in a wide variety of applications and will be 
responsible for hearing cases against credit providers 
who have contravened the NCA. For instance, if the NCT 
adjudicates on a matter of prohibited conduct, it can impose 
a remedy as provided for in the NCA and grant orders for 
costs. Further, the mandate of the NCT includes reviewing 
the decisions of the NCR and the NCT is thus empowered 
to issue fines if deemed necessary. In addition to its powers 
to adjudicate disputes directly, the NCT has the authority 
to make a consent order reflecting any resolution arrived 
at through an alternative forum or to issue a compliance 
notice. 

Against the aforementioned perspective on the NCT, credit 
providers and consumers may appeal to the NCR against 
decisions of the NCA. It is also noteworthy that before any 
appeal can be made against the NCA, credit bureau, credit 
providers and debt counsellors should have registered with 
the NCR to ensure the effective enforcement of the NCA. 
While the NCA contains debt collection procedures, debt 
collectors are regulated in terms of the Debt Collectors 
Act (Act114 of 1998). At the inauguration of the National 
Credit Regulator on 30 August 2006, the Minister of Trade 
and Industry, Mr Mandisi Mpahlwa, commended that (NCR, 
2006):

“The National Credit Act regulatory framework is designed 
to unlock the economic potential of all South African 
consumers by increasing access to credit, while recognising 
the dangers associated with over indebtedness and the 
injudicious use of credit. The new framework therefore aims 
to support the development of a consumer credit market that 
would be of benefit to all consumers, whilst simultaneously 
providing protection against over-indebtedness and 
assisting consumers who overextend themselves.”
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The connection between micro-lending and 
the NCA

In order to establish the link between micro-lending 
and the NCA, it is important to assess the borrower’s 
behaviour in his/her contribution to over indebtedness. 
According to Smit (2015:18), the income profiles of 
borrowers in the unsecured lending market, show that 
the majority (65% ) of unsecured credit was extended 
to borrowers earning less than R15 000 per month, and 
another 27% to borrowers earning between R15 000 and 
R30 000 per month. Further, comparing the borrower 
uptake profile to the profile of borrowers applying for debt 
counselling, the situation looks similar (Smit, 2015). The 
majority (66%) of applications for debt counselling was 
by borrowers who earned less than R10 000 per month, 
while another 27% earned between R10 000 and R20 
000 (Compliance and Risk Resources, 2012). These 
figures indicate the vulnerability of borrowers, especially 
lower-income borrowers to over-indebtedness and 
reckless lending practices (Smit, 2015).   

Conversely, the number of unsecured credit experienced 
by micro-lenders has increased by 20.84%, while 1.5 
million credit agreements were granted for a repayment 
period of 3 to 5 years for the year ended 2012 (NCR, 
2012). These findings highlights that the NCA needs 
to be upheld by micro-lending institutions in order to 
address the increment of unsecured lending practices 
across the marketplace.  Steyn (2013) further supports 
this view and argues that the NCA needs to take an 
active voice and ensure that it protects consumers 
against reckless lending by closely monitoring the 
actions of micro-lenders. In addition to the weak credit 
health of micro-lenders and their clients’ vulnerability 
to reckless lending practices, South African consumers 
have a poor savings behaviour which encourages the 
consequences of over indebtedness (Compliance and 
Risk Resources, 2012).

In summary, the literature as discussed contends that 
assessing the level of over-indebtedness is critical to 
understanding how the NCA can provide a solution to 
addressing the increment of bad debts within the credit 
market of South Africa.

RESEARCH METHODOLOGY

The detailed research plan incorporating the sampling 
approach, data collection method and data analysis, is 
extrapolated in the following sub sections:

Research design, study population and 
sampling

An exploratory and qualitative research design was used 
in the study. The study population included the general 
management of a selected micro-lender operating in South 
Africa.  In this study, the purposive sampling approach was 
used, since the investigation was based on the judgement 
of seeking an understanding behind the experiences and 
perceptions of  the management of a micro-lender on the 
effectiveness of the NCA in addressing over indebtedness.

Data collection

Qualitative research in the form of semi-structured 
interviews was conducted through collecting data from the 
general management of a micro-lender, as this method 
involves an interpretive, naturalistic approach to its subject 
matter. Qualitative research attempts to make sense 
of, or to interpret phenomena in terms of the meaning 
people bring to them (Leedy & Ormrod, 2010:140).  The 
use of semi-structured interviews allowed the researcher 
flexibility to steer the interviewee to answer certain 
previously identified issues within a topic predetermined 
by the researcher. The micro lender’s CEO and his senior 
managers from the sales, collections, legal, compliance 
and risk divisions were selected to be part of the sample. 
From these managers it was possible to obtain a better 
understanding of the effect the NCA has on the micro 
lender’s sales and operations. The responses from the 
interviews captured manually, handwriting them by the 
researcher and using a digital recorder. The discussions 
were then qualitatively analysed to identify the critical 
issues relating to the overall experiences and perceptions 
regarding the implementation of the NCA in the micro-
lending financial institution.

Therefore the researcher also adhered to strict ethical 
guidelines in order to uphold the participants’ privacy, 
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confidentiality, dignity, rights and anonymity when 
collecting and analysing the interview data.

Data analysis

After collecting the data qualitatively, the researcher can 
analyse the data in order to address the stated research 
questions.  Data analysis began by repeatedly listening to 
the participants’ verbal descriptions on the tape recorder. 
According to Holloway and Wheeler (2002:236), the fullest 
and richest data is gained from transcribing all interviews 
verbatim. Following the data collection, a thematic process 
of reading and re-reading the verbatim transcriptions 
(Holloway, 2005:154) and listening to the digital recordings 
was performed until a point of data saturation (Burns & 
Grove, 2003:378). Further, the researcher then identified 
and extracted meaningful statements supported by themes 
and categories which are discussed in the next section.  In 
addition to analysing the data, a trustworthiness criterion 
was adopted for the research study to enhance the validity 
and reliability of the data (Eriksson & Kovalainen, 2015:206).

RESEARCH FINDINGS

In line with the thematic analysis procedures, the following 
four themes were identified from the responses of the 
general management and staff (participants) of a selected 
micro-lender:

• The effect of the implementation of the NCA on micro-
lenders’ sales

• The effect of the implementation of the NCA on micro-
lenders’ operations

• The level of over indebtedness

• Perceptions of  general management with regards to 
the NCA

Meaningful statements were grouped together with the 
identified themes and aligned to the formulated research 
questions in summary Tables to fully address the purposes 
of the research. Furthermore, a discussion on each theme 
is provided in the following sub sections.

Theme 1: The effect of the implementation of the NCA 
on micro-lenders’ sales

The purpose of the research question was twofold.  Firstly, 
it was to obtain views from the financial institution’s general 
management on the influence the NCA has had on their 
sales. Secondly, it aimed to gather the perceptions from 
the micro lender’s management on the effect the NCA has 
had on operations. In addition, two subthemes emerged 
under the main theme 1 as highlighted in Table 1 and 2 
respectively.
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TABLE 1: SUMMARY OF MAIN FINDING (1A)

Research Question: To what extent does the NCA have effect on the sales of a selected micro-lender?

Supporting Interview Questions:
• Has the implementation of the NCA has a positive or a negative effect on OMF micro-lending sales?

Subthemes Participants’ Quotations

• Improved sales
• Efficient sales process

• The majority of respondents indicated that the implementation of the NCA has not had a 
negative effect on their sales. In fact their sales have continued to increase annually. 

• The organisation is well known for having a longer sales process compared to their 
competitors, reasons being, they always make sure that everything has been explained to 
the client and they find that most clients appreciate this effort.  That is why they get a lot of 
referrals and their customers keep on coming back to them because of the trust that they 
have in OM.

• The introduction of the ‘money saver’ product has contributed to their success as it 
allows clients to consolidate all their debt into one account instead of paying six different 
accounts.

TABLE 2: SUMMARY OF MAIN FINDING (1B)

Research Question: To what extent does the NCA have effect on the operations of a selected micro-lender?

Supporting Interview Guide Questions:
• Did your company incur any other additional compliance costs due to the NCA?
• How have the required affordability assessment and mandatory credit bureau checks affected your institutions?

Subthemes Participants Quotations

• Affordability assessments
• Credit profiling
• Increment in costs

• Affordability assessments have affected the micro-lender in a positive way as 
effective measures are followed in ensuring that customers are protected against 
reckless lending.

• The assessments do not guarantee that the loan will be paid in full, but 
nevertheless compel the lender to check the background of the applicant 
thoroughly before giving the approval.

• Customer credit profiling allows the financial institution’s consultants to give 
proper advice regarding debt consolidation issues, and ensures that they enter 
into credit arrangements that better suit the needs of customers.

• Regarding the mandatory credit bureau checks, their costs have slightly increased 
as they used to be contracted with one of the three credit bureau companies, but 
that has since changed due to the NCA.

• The NCA further requires the lender to do a full credit check before any loan can 
be granted, and that has resulted in the financial institution having to register with 
all of the three credit bureau companies.
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• Their compliance costs have also increased.  Their sales division uses more 
paper now than before as they have to print a copy of the whole contract which 
can amount to approximately thirty pages per client, as it is now mandatory for 
clients to get a copy of every contract signed.

• The storage costs of contracts and general business paperwork has increased 
over the years owing to the increased space now needed for safe-keeping this 
paperwork, and also the extended number of years the credit provider is required 
to keep the original contract entered into with the client.

• In their collections division, their systems had to be upgraded in keeping up with 
the day-to-day requirements as set out by the Act.

• The company also had to employ an additional number of compliance managers 
to perform audits in branches, and to create new roles for debt advisers in order 
to be compliant with the requirements of the Act.

• However, affordability assessments and mandatory credit checks have assisted 
the business to gain quality sales even though they incurred operational costs in 
applying these instruments.

THEME 2: THE LEVEL OF OVER INDEBTEDNESS

The purpose of this research question was mainly to 
gain insights into the views of micro-lender general 

management and staff on what has led to a change 
(increase or decrease) on their level of over indebtedness. 
Table 3, provides a summary of the main finding (2A) from 
the participants’ quotations. 

TABLE 3: MAIN FINDING (2A)

Research Question: How do the experiences and perceptions of the management of a selected micro- lender 
contribute to the current level of over indebtedness?

Supporting Interview Guide Questions:
• In your opinion, has your company’s levels of bad debts increased or decreased? What has led to that increase or 

decrease?

Subthemes Participants Quotations

• Increased levels of bad debts • Levels of bad debts are on the increase which is partly due to the 
increase in the client base.

• The ratio of bad debt relative to turnover (sales) is manageable and 
also within the industry norms.

• The increase in bad debts is due to the economy that is struggling, 
people are unable to meet their daily financial needs with their 
current income. 

• Customers end up borrowing from different lenders which worsens 
their financial situation in the end as they struggle to meet their 
financial obligations.
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THEME 3:  GENERAL MANAGEMENT PERCEPTIONS WITH 

REGARD TO THE NCA

The purpose of the research question was to obtain the 
views of the micro lenders’ general management on their 

impression regarding the application of the NCA and on 
how this could change the behaviours of consumers when 
dealing with credit. The main finding (3A) is summarised 
on Table 4 below.

Table 4: Main Finding (3A)

Research Question: What are the awareness levels, perceptions and experiences the micro lender‘s management 
with regard to the NCA?

Supporting Interview Guide Questions:

• What, in your opinion, is the purpose of the Act? 

• In your opinion, what is the consumer’s level of understanding regarding the NCA? What role do you play in 
educating the consumer about his/her rights and obligations?

• What about the NCA should be changed?

• How can the Act lead to consumer behavioural changes in dealing with credit?

Subthemes Participants’ Quotations

• High level of understanding

• Consumer education

• Good intentions of the Act

• The Act intends:

• To protect the consumers from potentially unfair lending practices

• To address the lack of consumer rights when dealing with credit providers

• To increase access to credit – with the initial removal of small judgements 
from credit bureau customer profiles

• The NCA requires:

• All the documentation that is given to clients needs to have a disclosure 
clause regarding the Act and provide all the useful contact numbers to use 
should the clients need further information regarding the loan contract they 
have entered into, or should they experience difficulties in meeting their 
financial obligations.

• When it comes to their own customers, the basic level of understanding 
of the NCA would be fairly high as the customers are advised about the 
contents of the NCA every time they come into contact with their sales 
consultants.

• OMF consultants often take proactive steps in contacting clients to ensure 
that their clients are still able to meet their financial obligations.

• Benefits of consumer education are often nullified as the consumers 
are consistently bombarded by television advertisements showing what 
consumers should have, or are missing out on. 

• A lot of consumers are aware of the Act, but they still do not understand the 
actual total cost of credit. 
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• Concerns over the NCA are:
• Low financial literacy among consumers as they are mostly interested in 

knowing the monthly instalment rather than the interest.
• The issue of unfavourable market practices when it comes to advertisement 

of loans in the marketplace.
• The NCA has led to a behavioural change in credit as: 
• The company expressed concerns that some applicants can be so 

desperate to get a loan that they end up lying about their income, expenses 
and even falsifying documents so that they can get an approval for a loan.

• The company applies a very stringent affordability assessment in dealing 
with consumers who are desperate for loans, as a result they turned away 
approximately 65% to 75% of customers per month. 

• The recent high profile investigations of some lenders by the NCR has 
made them even more vigilant in ensuring that they only grant loans to 
customers who meet their stringent requirements.

• Micro lender’s management and employees are of the opinion that:
• The Act has good intentions, but lacks clarity on a number of issues. 
• The Act was badly drafted by a Canadian who knew very little about South 

African laws, using a very different style of writing which at times can be 
very ambiguous.

• The affordability assessment is not clearly defined in the Act, as a 
result various financial institutions apply different rules in granting credit 
agreements.

• There should be an amendment to the NCA to enhance the powers of 
the Regulator, specifically pertaining to strengthening enforcement and 
implementation of the provisions of the NCA.

• The NCR needs to tighten up enforcement in respect of affordability 
assessments.

• The NCR should take an active role in consumer education. Currently, the 
NCR relies heavily on credit lenders to fulfil this role, not bearing in mind 
that the credit lender is not an educator.  They will only cover the basics 
of the NCA, but the rest of the information needs to be re-enforced by the 
NCR as some customers do not thoroughly read through their contracts.

DISCUSSIONS, CONCLUSIONS AND 
MANAGERIAL IMPLICATIONS

The objective of this research study was to conduct an 
investigation into the effect of the NCA on a micro-lending 
financial institution. This investigation was conducted 
using semi-structured interviews with the micro-lender’s 
general management. Through the information received 
from interviews, the following conclusions and implications 
have been realised.  

Firstly, the information gained through the interviews with 
the micro-lender’s general management, it follows that the 
sales of OMF have not been negatively affected by the 
NCA.  The company seems to be meeting and exceeding 
their sales and is slowly growing their market share in 
the micro-lending market.  In addition, the company has 
attributed this growth to spending more time than usual 
with their customers when explaining the sales process, 
while ensuring quality customers and avoiding bad 
debts.  Consequently, this has led to customers becoming 
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loyal and the company getting more business through 
referrals or word-of-mouth.  In terms of operational cost, 
the implementation of the NCA has led to an increase in 
costs such as staff and compliance. The micro-lender had 
to employ an additional number of compliance managers to 
perform audits in branches, and to create new roles for debt 
advisers in order to be compliant with the requirements of the 
NCA.  Their administrative costs on items such as stationery 
and data storage have increased, owing to the increase in 
contract paperwork and the requirement to store it for an 
extended number of years.  Their computer systems have 
had to be upgraded in order to perform certain business 
requirements as set out by the NCA. The participants felt 
that although the affordability assessment and mandatory 
credit checks have led to increase in their operational costs, 
their company has benefited in getting quality sales. Having 
a customer’s full credit profile at their disposa,l has allowed 
them to enter into contracts that suit the customer, with an 
added benefit of providing the customer with sound advice 
on debt consolidation.

Secondly, the micro-lenders’ general management 
understanding of the purpose of the Act is in line with the 
official definition and purpose of the NCA. The participants 
were further confident that all their customers are exposed 
to basic customer education each time they come into 
contact with their financial consultants. Moreover, the 
company also ensured that the consultants are given 
enough time to go through the proper sales process with 
the clients so that everything relating to the contract can 
be explained to the client. There were concerns from the 
management regarding low financial literacy as customers 
were mostly interested in knowing the monthly instalment 
rather than the interest, other fees added onto the contract, 
and the duration of the contract. The issue of unfavourable 
market practices when it comes to advertisement of loans 
was also raised by management. They opined that more 
needs to be done by the NCR in ensuring that the right 
message is sent to the customers regarding savings and 
over indebtedness. The participants further expressed that 
through their stringent assessment, they have intentionally 
had to turn down potential customers to the extent of 
approximately 70% per month as a result of consumers 
who were seen to be providing false information and in 
desperate need of loans. This behaviour results in clients 

borrowing far more than they are able to handle, resulting 
in financial difficulties and bad debts.  Another reason 
raised regarding the increase in bad debts was due to the 
unfavourable current economic environment within South 
Africa.

Thirdly, the participants believed that the NCA has good 
intentions and that there are a number of concerns 
regarding the Act that the Minister concerned should 
rectify to ensure the smooth application of the NCA. These 
concerns included issues relating to the amendment to 
the NCA in order to enhance the powers of the Regulator, 
specifically pertaining to strengthening enforcement and 
implementation of the provisions of the NCA. The tightening 
up of enforcement in respect of affordability assessments 
by the NCR will ensure that the credit providers apply a 
standard formula of affordability assessment, and this 
will ultimately reduce the number of clients who are over 
indebted. The NCR should take an active role in consumer 
education.  Currently, the NCR relies heavily on credit 
lenders to fulfil this role, not bearing in mind that the 
credit lender is not an educator. They will only cover the 
basics of the NCA, but the rest of the information needs 
to be re-enforced by the NCR as some customers do not 
thoroughly read through their contracts.

LIMITATIONS AND FUTURE RESEARCH

The limitations associated with this research study should 
be highlighted in order to gain a better understanding of the 
phenomenon that was investigated. Firstly, this research 
paper focused only on the perceptions and experiences of the 
general management of a selected micro-lending financial 
institution, which limits the generalisability of the findings to 
the entire micro-lending industry.  Secondly, as the study 
was conducted among the general management of a micro-
lender through semi-structured interviews, the participants 
could often present social desirable and biased information 
to depict their organisation in a favourable manner, which 
could distort the true picture of the effectiveness of the NCA 
in addressing over indebtedness in South Africa. 

The following recommendations are made with regard to 
future research:
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• Further research studies could include a larger and 
broader sample that is more representative of the 
entire micro-lending population by specifically looking 
at the impact that the NCA has had on sales and 
operations of different micro-lenders.  

• Further research studies could investigate the income 
and education level among uninformed consumers of 
micro-lenders in order to ascertain whether borrowing 
is influenced by these factors.
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ABSTRACT

Financial planning and financial planners are very 
important because they help consumers to reach their 
financial goals. However, consumers from disadvantaged 
backgrounds tend to have less access to the financial 
services industry and thus rely on their family members for 
financial advice.  Therefore, the purpose of the study was 
to investigate the factors that influence black consumers’ 
intentions to seek financial planning assistance.

The researchers used the convenience sampling 
techniques and distributed 250 questionnaires to black 
consumers residing in the Nelson Mandela Bay. This 

MR XOLILE ANTONI AND MR TONY MATCHABA-HOVE

Nelson Mandela Metropolitan University

FACTORS INFLUENCING BLACK CONSUMERS’ FINANCIAL 
PLANNING INTENTION: AN EXPLORATORY STUDY 

yielded 178 usable questionnaires, which were subjected 
to further statistical analysis. Validity was assessed by 
conducting an Exploratory Factor Analysis and reliability 
was established by calculating Cronbach’s alpha 
coefficients. To assess the hypothesised relationships in 
this study, multiple regression analysis was used. The 
results revealed that Attitude towards financial planning 
and Financial self-efficacy had a significant influence on 
black consumer’s Intentions to seek financial planning 
assistance.

Key words: Financial planning, Financial advice; Black 
consumers, Financial planning assistance.
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INTRODUCTION 

Financial planning is the process of developing strategies to 
assist consumers in managing their financial affairs to meet 
life goals (Rossini & Maree 2010:4). It assists consumers 
to efficiently utilise their scarce financial resources to 
maintaining their lifestyle before and after retirement 
(Financial Planning Institute 2013; Swart 2002:3). Financial 
planning also encourages consumers to set financial 
goals and objectives both for the short term and long term 
(Winger & Frasca 2006:4-5). Financial planning also allows 
consumers to participate in the financial planning process 
which leads to consumers acquiring enhanced goals setting 
and planning skills. It also gives consumers a heighten 
sense of self-control over their financial situations (Irving 
2012:54).  The reason for having a lifelong plan is due to the 
life cycle of a consumer which results in their goals evolving 
overtime time (Botha, du Preez, Geach, Goodall, Palframan 
& Rossini 2015:5; Winger & Frasca 2006:7-13). 

However, low to middle income consumers are overlooked 
by financial planners. This is mainly because it is expensive 
to serving them and because they face unique financial 
challenges such as managing debt and are usually cash 
constrained (Harness, Chatterjee & Salter 2014:52). 
Furthermore, low income consumers are less likely to 
use financial advice than high income consumers (Tang & 
Lachance 2012:1).  For example, it was found that those 
that pay for financial advice are likely to be female, older and 
wealthier (Finke, Huston & Winchester 2011:18). However, 
financial advice is important to improve the financial literacy 
and financial behaviour of consumers (Tang & Lachance 
2012:148). Therefore, financial advice is important for black 
consumers in South Africa. For instance, the Services 
Board (FSB) found that black African respondents were 
less likely to monitor their expenses when compared to 
respondents from other ethnicities. Furthermore, the study 
also found that black consumers were also less likely to 
keep records of their expenses and the majority of the 
respondents indicating that they never enjoy dealing with 
financial matters (Financial Services Board 2013).

Fisher (2010:4) states that those with scarce financial 
resources are highly unlikely to have the necessary financial 
skills to maintain a healthy financial lifestyle. Therefore, the 

financial planning industry has been striving to establish 
ways in which financial products and services could reach 
low to middle income black consumers so as to address 
the current market inefficiencies.  Hogarth and Swanson 
(1993) IN Servon and Kaestner (2008:274) showed that low 
to middle income consumers tend to make use of friends 
and family as a source of financial advice which limits their 
opportunities to make sound financial decisions. This is a 
less than an ideal situation for a section of the population in 
need of professional financial planning assistance.

PROBLEM STATEMENT AND RESEARCH 
OBJECTIVES

Various authors (Bruce, Huntly & Abdullahi 2011:2; Robb, 
Babiarz & Woodyard, 2012:291; Collis 2012:318) state 
that there are many factors that influence an individual’s 
intention to make use of financial planning services. 
Furthermore, the research pertaining to what prompts 
an individual to meet with a financial advisor is one that 
has received very little attention in financial planning 
literature (Grable, Hoe & Rabbani 2014:5). It is also found 
that financial planning services are usually reserved for 
affluent consumers, for an example wealthy families or 
individuals that might use a financial professional such 
as an accountant, lawyer, banker, broker or a financial 
planner (Altfest 2004:53). Collins (2012:318) supports 
that consumers with high levels of educational levels and 
high income levels are more likely to use professional 
financial advice. This means that low income consumers 
are less likely to use any kind of professional financial 
advice (Collis 2012:318).

In South Africa, confidence in making financial decisions 
without financial advice and financial literacy of individuals 
differs according to ethnicity. It has been found that 
black consumers have the lowest levels of confidence 
in making financial decision without financial advice and 
have lowest levels in financial literacy (Struwig, Roberts 
& Gordon 2013:62 & 96). Black consumers’ levels of 
financial access, namely their level of access of formal 
and informal financial products/services, are lower than 
white and Indian consumers (FinMark Trust 2014:6). 
Therefore, the primary objective of the paper was to 
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establish the factors that influence black consumers’ 
intentions to seek financial planning assistance. In 
order to achieve this objective, the following secondary 
objectives were pursued:

To investigate black consumers’ attitude towards 
financial planning, family financial norms and their levels 
of financial self-efficacy.  

To determine the influence of black consumers attitude 
towards financial planning, family financial norms, their 
levels of financial self-efficacy on their intention to seek 
financial planning assistance. 

To provide recommendations to financial institutions and 
to parents on how to improve consumers’ intention to 
seek financial planning assistance.  

LITERATURE OVERVIEW

It has been proven that consumers who plan their finances 
experience less stress and enhanced relationships with 
those around them, particularly family members. It is 
also suggested that consumers should use professional 
financial planners when engaging in financial planning 
(Bajtelsmit & Rastelli 2008:2-3). Botha et al. (2015:5) 
indicate that the main role of a financial advisor is to 
engage in the financial planning process to be able to 
meet the financial needs of the consumers.  Financial 
planners do this by creating financial plans for consumers, 
implementing the financial plans and regularly reviewing 
these financial plans. This process helps consumers to 
focus towards achieving their financial goals (Practical 
Accountant 2013:34). Based on the benefits of financial 
planning services, it is important to consider the factors 
that influence consumers’ intention to seek financial 
planning assistance. 

The theory of planned behaviour 

The theory of planned behaviour has been applied to 
several financial behaviours including investment, mortgage 
use and credit counselling (Ozmete & Hira 2011:390; Xiao 
2008:74). The theory of planned behaviour is an extension 

of the theory of reason action, which indicates that intention 
and perceived behavioural control predict an individual’s 
likelihood of performing a behaviour. The theory of planned 
behaviour extends on the condition of volitional control that 
is present in the theory of reason action (Madden, Elllen 
& Ajzen 1992:4). This is achieved by including perceive 
behavioural control as a variable which deals with the 
perceive ease or difficulty of performing a behaviour and 
takes into account past experiences, barriers and facilities 
of performing the behaviour (Ajzen 1991:188).

The theory of planned behaviour suggests that perceive 
behavioural control and intention can directly influence the 
performance of a behaviour (Ajzen 1991:185). Furthermore, 
the intention to perform a behaviour is also influenced by 
the individual’s attitude towards the behaviour and their 
subjective norms related to the behaviour (Ajzen 1991:188). 
Additionally, it is expected that the importance of attitude, 
subjective norms and perceive behavioural control may vary 
across different set of behaviours. For example in a different 
behaviour, only attitude can have a significant influence on 
intention while in another behaviour, attitude and perceive 
behavioural control may significantly influence intention 
(Ajzen 1991:188-189).  In this study, the intention to seek 
professional financial planning assistance was defined as 
the likelihood of meeting with a financial planner or using 
financial planning services in the near future (Grable, Heo 
& Rabbani 2014:9). 

Attitude towards financial planning 

Attitude towards a behaviour refers to a consumer having 
a positive or negative evaluation of that behaviour (Ajzen 
1991:188). The attitude is determined by the person’s 
expectation about the outcome of performing the behaviour 
and the degree to which the person values the outcomes 
(Ozmete & Hira 2011:386, Xiao 2008:73). Financial attitudes 
is found to predict healthy financial behaviours (Lachance 
2012:545; Shim, Barber, Card, Xiao, & Serido   2009:1466). 
For example, Shim, Serido, Tang and Card (2015:36) 
indicate that financial attitudes have the strongest influences 
on healthy financial behaviour. Therefore, a consumers that 
have a positive financial attitude are more likely to engage 
or perform healthy financial behaviour (Jorgensen & Salvla 
2010:472; Shim et al. 2015:36). Furthermore, it has been 
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found that financial attitudes influence financial behaviour 
intention (Shim, Xiao, Barber, Lysons 2009:716; Xiao, Tang, 
Serido & Shim 2011:243; Shim et al. 2009:1464). 

Subjective norms 

Subjective norms refer to perceive social pressure to perform 
the behaviour (Ajzen 1991:188). It involves an individual’s 
perception of what others believe about his or her ability 
to perform the behaviour (Ozmete & Hira 2011:386). Ajzen 
(1991:188) highlight it is measured by rating the extent of 
which other would approve or unapproved of performing a 
certain behaviour (Ajzen 1991:195). Xiao (2008:73) concurs 
that it refers to a person’s perception whether the reference 
groups would approve or disapprove of the behaviour. For 
instance, consumers’ financial norms are also influenced 
by their upbringing. According Tyler (2012:54) the habits 
that an individual has were probably learnt from an early 
age. Children learn about managing finances from family 
and therefore use their parents’ financial advice as a norm 
in terms of how they deal with their income (Danes, 1994; 
Danes, Huddleston-Casas, & Boyce 1999 IN Danes & 
Haberman 2007: 48). Additionally, Xiao et al. (2011:243) 
found that parental norms also influences financial intention.

Perceive behavioural control

Perceive behavioural control describes perceive ease or 
difficulty of performing a behaviour. It assumes to capture 
the past experiences of the person with the behaviour 

and the anticipated barriers and facilitators of performing 
the behaviour (Ajzen 1991:181). It refers to perceive 
control over the opportunity, resources and skills 
necessary to perform the behaviour. Thus the easier it 
is to perform the behaviour, the higher the intention to 
perform the behaviour. Furthermore, the resources and 
the opportunity to perform the behaviour should indicate 
the likelihood of performing the behaviour (Ozmete & 
Hira 2011:386; Xiao 2008:73). Ajzen (1991:184) indicate 
that the present view of perceived behavioural control is 
most compatible with perceived self-efficacy. 

However, Lown (2011:56) stated that general self-efficacy 
is different from financial self-efficacy which is applicable 
to financial behaviour. Therefore, financial self-efficacy 
refers to an individual’s sense of ability to successfully 
manage their finances and to achieve their financial goals 
(Farrell, Fry & Risse 2016:86). Farrell et al. (2016:95) 
found a relationship between women’s levels of financial 
self-efficacy and their ownership of financial products. 
For instance, women with higher levels of financial self-
efficacy tend to own investment, mortgage or savings 
account (Farrell et al.  2016:95).

On the basis of the literature review, it can be expected 
that attitudes towards financial planning, financial norms 
and financial self-efficacy could influence one’s intentions 
to seek financial planning assistance. Figure 1 shows the 
research model of this study and this is followed by the 
hypotheses.
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FIGURE 1: RESEARCH MODEL

The following hypotheses have been formulated to test the 
relationships proposed in the theoretical framework:

H1: There is a significant relationship between Attitude 
towards financial planning and Intention to seek 
financial planning assistance.

H2: There is a significant relationship between Family 
financial norms and Intention to seek financial planning 
assistance. 

H3: There is a significant relationship between Financial 
self-efficacy and Intention to seek financial planning 
assistance

RESEARCH METHODOLOGY

Development of the measuring instrument

A quantitative research paradigm was adopted and 
the survey method was used to collect the raw data. A 
measuring instrument was developed for this purpose. 
The independent and dependent variables investigated 
were operationalised using items sourced from previous 

empirical studies, as well as from literature. Where 
necessary, the items were rephrased to make them more 
suitable for the present study. 

The measuring instrument consisted of two sections; 
Sections A contained questions aimed at obtaining 
demographic information about the respondents, such as 
age, gender, number of years of employment, education 
level and income level. Section B contained statements 
assessing the dependent and independent variables 
under investigation in this study. Using a five-point Likert-
type scale, ranging from Strongly disagree (1) to Strongly 
agree (5), respondents were requested to indicate the 
extent of their agreement with each statement.

Sampling and data collection

The methods of sampling used in this study were 
convenience sampling, where the units of the sample 
were selected on the basis of personal judgement 
(Zikmund & Babin 2007:411). According to Welman and 
Kruger (2001:2) convenience sampling uses the nearest 
and easily available members of the population. As no 
sample frame was available for this study, the convenience 
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sample technique was deemed appropriate. Employed 
black consumers were approached by trained fieldworkers 
to participate in the study. The measuring instrument 
(self-administered questionnaire) was distributed to 200 
potential respondents in the Nelson Mandela Bay region in 
South Africa, from which 178 usable questionnaires were 
yielded and subjected to further analysis.

Sample description

Section A of the questionnaire requested demographic 
information from the respondents. The data collected 
included information regarding the respondents’ gender, 
age, education level, employment tenure and income 
and whether or not they had financial investments. There 
was a fair spread between male (46%) and female (54%) 
respondents. Most of the respondents were between the 
ages of 20-29 (32%), followed closely by respondents 
between the ages of 30-39 (25%). Most (27%) of the 
respondents indicated that they are in possession of 
a National diploma as their highest level of education, 
whilst 19 percent of respondents indicated that a high 
school certificate was their highest level of education. 
Only 3 percent of the respondents had a postgraduate 
degree. A majority of the respondents were either married 
(44%) or have never been married (41%). Most of the 
respondents (63%) have worked from 1 to 5 years, whilst 
34 percent of the respondents had been working for more 
than 15 years. With regards to income, most (75%) of the 
respondents indicated they earn between R10 000 and 

R20 000 per month, whilst 15 percent of the respondents 
were not willing to state their monthly income. Most of the 
respondents (68%) have financial investments.

EMPIRICAL RESULTS

Results of the validity and reliability analysis

Gaur and Gaur (2009:3) state that validity refers to the 
fact that the measuring instrument must measure what it is 
supposed to measure. An exploratory factor analysis was 
conducted to determine the discriminant validity of the 
measuring instrument. According to Williams, Onsman and 
Brown (2010:2) factor analysis is a multivariate technique 
that looks into the correlations between variables to find 
the common cluster. Exploratory factor analysis is used to 
explore and report on the underlying correlation structure 
for a data set. The items which loaded with factor loadings 
of greater than 0.5 onto one factor (Mustakallio, Autio & 
Zahra 2002:212) were considered significant. 

Cronbach’s alpha coefficients (CAs) were calculated to 
assess the reliability of the scales measuring the factors 
under investigation. According to Nunnally and Bernstein 
(1994), CAs of less than 0.50 are deemed unacceptable, 
those between 0.50 and 0.69 are regarded as adequate, 
and those above 0.70 are acceptable. Table 1 presents a 
summary of the validity and reliability results, as well as 
the operational definitions.

TABLE 1: OPERATIONAL DEFINITIONS AND VALIDITY AND RELIABILITY RESULTS

Operationalisation of factors Items Factor loadings CA

Attitude towards financial planning refers to consumers perceptions that financial 
planning is for wealthy people; their preference to use financial planners that 
charges a high fee than one charging a commission. It is also based on the 
consumers’ perception about client-planner relationships. 

3 Max: 0.79
Min: 0.57 .712

Source: Calculated from survey results analysis
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TABLE 1: OPERATIONAL DEFINITIONS AND VALIDITY AND RELIABILITY RESULTS (CONT.)

Operationalisation of factors Items Factor loadings CA

Family financial norms and confidence refers to consumers learning about financial 
skills from family and also believing that they parents were good with financial 
planning. It also refers to consumers being confident about the financial services 
industry because of regulation and also being able to making effective financial 
decisions.  

4 Max: 0.72
Min: 0.53  .785

Financial self-efficacy refers to consumers using their numeracy skills to manage 
their financial affairs, planning their own finances and using their education levels to 
secure a financial plan. It also refers to consumers’ ability to identify when insurance 
policies are used to trick people away from their money rather than to assist them. 

4 Max: 0.63
Min: 0.53  .730

Intention to seek financial planning assistance refers to seeking assistance from a 
financial planner with regards to managing finances, seeking advice with regards to 
investing in financial assets and making provisions for retirement.

4 Max: 0.66
Min: 0.55 .740

Source: Calculated from survey results analysis

Sufficient evidence of construct validity is presented 
in Table 1 as all factors have a minimum of three items 
with loadings above 0.5. Furthermore, from Table 1 it can 
be seen that all the Cronbach’s alpha coefficients are 
greater than 0.7, therefore sufficient evidence of reliability 
were also found. The validity and reliability of the scale 
measuring the dependent variable in this study was thus 
confirmed.

Descriptive statistics and correlation 
coefficients

Descriptive statistics, which included the mean, standard 
deviation and frequency distributions, were calculated, 
and were used to describe the sample data. Response 
categories on the 5-point Likert type scale were categorised 
as Disagree (1 <= x <3.0, Neutral (3.0<= x <4.0) and Agree 
(4.0<= x < 6.0) (see Table 2).

TABLE 2: MEAN AND STANDARD DEVIATION RESULTS

Factor MEAN SD DISAGREE NEUTRAL AGREE

Attitude towards financial planning 3.10 0.679 26% 55% 19%

Family financial norms and confidence 3.60 0.734 12% 33% 55%

Financial self-efficacy 3.51 0.718 12% 40% 48%

Intention to seek financial assistance 3.80 0.806 9% 28% 63%

Source: Calculated from survey results analysis
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From Table 2 it can be seen that Attitude towards financial 
planning dimension reported the lowest mean score of 
3.10. The majority of the respondents were either neutral 
(55%) or disagreed (26%) that financial planning is for 
wealthy people. Furthermore, their preference was not 
to use financial planners that charge high fees instead of 
charging a commission. 

Family financial norms and confidence reported the highest 
mean score (among the independent variables) of 3.60 
with a majority (55%) of the respondents agreeing that 
they learnt their financial skills from family and believed 
that they parents were good with financial planning. 
Furthermore, the respondents were confident about being 
able to make effective financial decisions.

Financial self-efficacy reported a mean of 3.51 with most of 
the respondents (48%) agreeing that they have numeracy 
skills to manage their financial affairs and plan their own 

finances. Furthermore, they agreed that they use their 
education levels to secure a financial plan. 

The dependent variable Intention to seek financial 
assistance reported a mean score of 3.80. The majority 
(63%) of the respondents agreed that they have intentions 
to seek the advice of a financial planner with regards 
to investing in financial assets, making provisions for 
retirement and managing their finances.

Multiple regression analysis

Multiple regression analysis was used in order to 
determine whether the independent variables (Attitude 
towards financial planning, Family financial norms and 
Financial self-efficacy) have any significant influence 
on the dependent variable (Intention to seek financial 
assistance).

TABLE 3: MULTIPLE REGRESSON ANALYSIS RESULTS

Dependent variable:   Intention    R-Square = 0.230

Independent variables Beta t-value Sig.(p)

Attitude towards financial planning** -0.358 4.765
0.000004**

Family financial norms 0.051 0.691
0.490496

Financial self-efficacy* 0.170 2.227
0.027182*

(Bold** = p-value<0.001; Bold* = p-value<0.05)

As seen in Table 3 the strongest significant negative 
relationship (b = 0.0358; p<0.001) was reported between 
Attitude towards financial planning and Intention to seek 
financial assistance. Furthermore, a statistically significant 
positive relationship (0.170; p<0.05) was reported between 
Financial self-efficacy and Intention to seek financial 
assistance. There was no significant relationship indicated 
between the independent variable Family financial norms 

and the dependent variable Intention to seek financial 
assistance. Given the results of the multiple regression 
analysis, support can be found for relationships that were 
hypothesised between Attitude towards financial planning 
(H¹) and the Financial self-efficacy (H3) and the dependent 
variable Intention to seek financial assistance. On the 
other hand, support was not found for the hypothesised 
relationship between Family financial norms (H2) and the 
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dependent variable. The independent variables explain 
approximately 23% of the variance in the dependent 
variable.

DISCUSSION OF SIGNIFICANT FINDINGS 
AND RECOMMENDATIONS

The primary objective of this study was to establish the 
factors that influence black consumers’ intentions to seek 
financial planning assistance. The researchers found that 
two of the three factors under investigation had a significant 
influence on black consumers’ intentions to seek financial 
planning assistance. 

Attitude towards financial planning reported a significant 
negative relationship with Intention to seek financial 
assistance. This finding implies that the more black 
consumers perceive financial planning to be for the 
wealthy, the less likely they have the intention to seek 
financial planning assistance. It also implies that black 
consumers have negative perceptions about financial 
planners who charge commission and also cannot 
afford financial planners that charges fees. This finding 
is supported by previous research that perceived image 
influences the intention to use financial planning services 
(Zeka; Goliath, Antoni & Lillah 2016:87; Rootman, Kruger, 
Bakhuis & Fourie 2014:154).Therefore, it is recommended 
that financial institutions endeavour to change the image 
portrayed that financial planning is only for the wealthy. 
This could be done by starting specific financial assistance 
initiatives aimed at middle and low income black consumers. 
This should be supported by financial institutions creating 
financial products and services that will cater specifically 
for the black consumers. Furthermore, financial planners 
should charge a fee that is affordable for black consumers, 
as they prefer to use fee based financial planners rather 
than commission based financial planners. 

Financial self-efficacy was found to have a significant 
positive influence on black consumers’ Intention to seek 
financial assistance. This finding implies that black 
consumers that using their numeracy skills to manage their 
financial affairs, planning their own finances and believe 
that their level of education has assisted them to secure a 

financial plan, the more likely they will have the intention 
to seek financial assistance. This means that black 
consumers that are confident in their abilities (numeracy, 
planning skills and education level) to managing their 
own finances and are able to secure a financial plan with 
financial institutions have more intention to seek financial 
planning assistance. This finding is supported by previous 
research that self-efficacy, financial goals and financial 
education influences the intention or the use of financial 
planning assistance (Matchaba-hove 2016:167; Lim, 
Heckman, Lekiewicz & Montalto 2014:155.  Therefore, it is 
recommended that black parents should teach consumers 
from an early stage on how to manage their own finances to 
improve their levels of financial self-efficacy in adulthood. 
This is because parents plays an important role instilling 
financial confidence and improve financial self-efficacy of 
children (Shim, Serido, Tang & Card 2015:36). 

Therefore, financial planners, as well as the Financial 
Planning Institute of South Africa (FPI) should offer 
workshops to the public, targeted at black consumers, 
to make them aware of the basics and the benefits of 
financial planning. These workshops should also aim to 
change black consumer’s perceptions about financial 
planning profession and also to improve their financial 
planning skills (self-efficacy) which in turn will increase 
their intention to seek financial planning assistance. 

LIMITATIONS AND FUTURE RESEARCH

There were a few limitations to this study. Firstly, this study 
was limited to employed black consumers from one out of 
the nine provinces in South Africa. Future studies could 
draw a more representative sample on a broader scale. A 
comparison study could also be done to see if significant 
differences are seen between men and women. 

Furthermore, a number of the items measuring the 
independent variables were found to be not valid or reliable 
and were excluded from the analysis after the validity 
and reliability results. Future studies could better define 
the concepts more accurately and create more accurate 
scales to measure the construct. Lastly, the independent 
variables only explained approximately 23 percent of the 
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variance in the dependent variable. This implies that there 
are other factors influencing black consumer’s intentions 
to seek financial planning assistance. Further studies, 
both literature and empirical could investigate what these 
other factors could be.

Despite of the limitations mentioned above the results still 
serve as an important contribution financial planning body 
of knowledge in South Africa. Black consumers should be 
empowered to take responsibility for their own financial 
futures and recognise the importance of seeking financial 
planning assistance.
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PERFORMANCE METRICS FOR IT PROJECTS SUCCESS 
WITHIN A FINANCIAL ORGANISATION

ABSTRACT

The technological world is emerging and advancing 
rapidly. The increasing need for organisations to use 
technology has made organisations implement IT projects. 
IT projects are implemented to achieve efficiency and 
effectiveness that is crucial in achieving business goals 
and strategic objectives. Despite an increase in studies 
on the performance metrics for IT project success in 
organisations, IT projects still fail. This research study 
aimed at determining the performance metrics for IT 
project success within a financial organisation. The study 
was informed by the technological, organisation and 
environmental (TOE) theory and based on the positivism 

paradigm. Data was collected using a closed-ended 
questionnaire. The collected data was then coded and 
analysed quantitatively. Results of the study indicated 
that the technological metrics - infrastructure and security, 
play an essential role in the success of IT projects. The 
organisational metrics - organisational support and 
project management were found to be significant to IT 
projects success. Further still, the environmental metrics, 
competition and governmental laws were also found to be 
significant to IT projects’ success. This paper identified 
metrics that future researchers may expand on.

Keywords: IT Projects, Project Success, Project 
Management, Project Failures



FINANCIAL MANAGEMENT, ACCOUNTING AND INVESTMENTS
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  190
ISBN 978-0-620-71113-5

INTRODUCTION

The technological world is emerging and changing rapidly. 
Large organisations are increasingly realising the need 
to change from their old traditional ways of conducting 
business by implementing information systems. This has 
helped organisations advance technical better IT ways that 
are needed for success and to achieve competitiveness. 
Information systems are used by large organisations to 
support their business functions and day-to-day operations 
(Fenech & De Raffaele, 2013). It is therefore imperative 
for organisations to have information systems that function 
effectively and are error free. 

The increasing need to use technology has made many 
organisations, to implement information systems within 
their environment. In organisations where these systems 
are being implemented, they are referred to as projects 
or information technology (IT) projects (Steyn, Basson, 
Carruthers, Du Plessis, Kruger, Pienaar, Prozesky-
Kuschke, Sparruis, Van Eck & Visser, 2012). The 
implementation of these IT projects are done to achieve 
effectiveness and efficiency that is essential for fulfilling 
business objectives as well as meeting the organisational 
strategic goals. Those that do not meet the organisation’s 
goals are regarded as failed projects (Tang, 2011).

IT projects still fail today, despite the project management 
methodologies organisations apply. There are many 
reasons that can cause these projects to fail, these 
includes, the cultural way of doing things or work within the 
organisation, the approach to the projects, the skills and 
knowledge of the team members, as well as other aspects 
that are linked to the organisation and not necessarily in 
the technology itself (Ghazal, Soomro & Shaalan, 2013).

Many IT Projects are considered failed when they are not 
delivered on time, not delivered within the budget, and 
when the delivered solution does not meet the business 
requirements and there are many that fall under this 
category (Janssen & Klievink, 2010). IT projects are 
also considered to have failed if they do not achieve the 
desired and planned objectives of the project yet those 
that succeed may bring improved performance and 
effectiveness of business operations (Steyn et al., 2012). 

The benefits of successful projects can be realised by 
organisations if such projects are implemented effectively. 
Such benefits include, but not limited to, delivering services 
more efficiently and effectively, improved and increased 
customer satisfaction, improved growth and development 
within the teams, competitive advantage and opportunities 
to expand the organisation’s services, ability to assess the 
risk within the organisation and better flexibility (Hubbard 
& Bolles, 2015).

Several obstacles have hindered IT projects from reaching 
success, these include scope creep, inadequate resources, 
poor requirements gathering, inadequate time to complete 
the project, critical project tasks not delivered on time, 
lack of skills of project team members, unavailability of 
project sponsors and owners to approve strategic decision 
concerning the project, insufficient funds allocated for the 
project and not enough time allocated to the project for 
testing (Burke, 2009). 

Project success is only obtained by those organisations 
that are ready to achieve their objectives. Success may 
differ from organisation to organisation based on strategies, 
resource skills, business goals, scope and needs 
(Crawford, 2007). Organisations that are able to prove 
enhancements in their project delivery times, reduction 
in the costs of their projects and the effectiveness in the 
implementations of their IT projects may be considered to 
have reached project success (Crawford, 2007).

This study sought to explore the performance metrics 
for IT projects success taking a case of a financial 
organisation in South Africa. The identified metrics are to 
be depended on by both the developers and implementers 
of IT projects not only in a financial organisation, but within 
any other organisation. The data collected was analysed 
quantitatively using the Statistical Package for Social 
Scientists (SPSS).

Research Objectives

The objectives of the study were: 

1.  To determine the performance metrics needed for IT 
projects success in the financial organization. 
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2.  To determine the technological, organisational and 
environmental performance metrics that influence IT 
projects success within a financial organisation. 

3.  To determine the influence of the identified metrics in 
IT project success. 

RELATED WORK

Mayhew and Almajed (2013) conducted a study to 
determine the critical success metrics of IT projects 
success. They established several metrics that contribute to 
IT projects success. These included project management, 
stakeholder’s management, strategic planning, top 
management support and commitment, and project team’s 
competencies and skills. Their study recommended the 
assessment of the interrelation between the identified 
metrics and each metric’s influence on the success of IT 
projects.

Lech (2013) noted that metrics for projects success can be 
grouped into project planning, technological issues, scope 
of the project, support of top management and project 
management and project teams. Other metrics he noted 
as crucial are reliability of the system, achievable users’ 
requirements, time and budget. He stated that what is 
most important is that when IT projects are implemented, 
efficiency is improved and the organisation can reach its 
business goals.

Alfaadel, Alawairdhi, Alzyoud and Ramzan (2014) carried 
out a study on the success of IT projects and identified 
the following metrics as critical for IT projects success. 
These were proper project planning and monitoring, 
clear vision and project objectives, clear requirements 
that are not conflicting, effective project management, 
top management support, the culture of the organisation, 
the skills and capabilities of the team and the project 

managers’ leadership skills and soft skills. Their research 
recommended further studies on the influence of top 
management support on project success and the impact 
of the project managers’ leadership skills on IT project 
success. Additionally, the study of Chong, Teo, Leong 
(2014) identified knowledge management as one of the 
metrics that contribute to project success.

Haron, Gui & Lenny (2014) conducted a study to determine 
whether the quality of the project managers, their ability 
to manage projects and support from top management 
have an impact on the success of IT projects. Their 
finding revealed that the above mentioned metrics have 
a significant impact on IT projects success. The quality of 
the project manager was rated first, followed by their ability 
to manage projects and then top management support.

The Research Model

The research model is as illustrated in Figure 1.

The metrics identified in this study on section 2 above 
were categorized based on other researchers’ suggested 
taxonomy. From this perspective, these identified metrics 
were categorized into three groups, namely, technological, 
organisational and technological. 

Based on the TOE model, during the implementation 
of IT Projects, three major categories of metrics are 
influential and these are technological, organisational 
and environmental metrics. The technological metrics 
include the internal and external technologies relevant 
to the organisation. The organisational metrics refers to 
the entire organisational structure, the resources the 
organisation has, and the size of the organisation, team 
structures and managerial structures. The environmental 
metrics focus on the size and structure of the industry, the 
competitors, the economical context and the regulatory 
environment (Tornatzky & Fleisher, 1990).
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Research Hypotheses

The following hypotheses were derived from the research 
model (Figure 1).

Technological metrics 

H1a.  Reliability of good infrastructure and hardware 
influences the success of IT projects. 

H1b.  Performance of Information Systems influence the 
success of IT projects. 

H1c.  Adequate security measures influence the success 
of IT projects. 

Organisational metrics 

H2a.  Adequate organisational support influences the 
success of IT projects. 

H2b.  The size and type of structures in an organisation 
influence the success of IT projects. 

H2c.  Conducive organisational culture influences the 
success of IT projects. 

H2d.  Proper and adequate project management of IT 
projects influences the success of IT projects. 

Environmental metrics 

H3a.  Competitors influence the success of IT projects. 

H3b.  Governmental laws and regulations influence the 
success of IT projects.

H3c. Customers computer literacy influences the 
success of IT projects.

METHODOLOGY

This research study aimed at determining the performance 
metrics for IT Projects success within a financial 
organisation. Extensive review of the literature was carried 
on page 4 out to identify the metrics of IT projects success 
within organisations. A closed ended questionnaire was 
developed with the identified constructs as a means to 
collect data from the sampled participants. After data 
collection the questionnaires were coded and transcribed 
in the Statistical Package for Social Scientists (SPSS) and 
analysed quantitatively.

The research approach applied to this study was the 
quantitative approach. Quantitative approach is a 
numerical demonstration of observations with the intention 
of explaining the phenomena of those observations (Ikart, 
2005).

Data was collected from three different IT departments 
within a financial organisation; these departments were 
Retail Risk, Legacy Solutions and Shared Services as 
shown on Table 1 below. These IT departments are 
constantly busy with IT projects, implementations and 
project meetings, therefore due to the busyness of the 
people in these departments it was going to be difficult 
to get participants to participate in interviews hence 
quantitative approach was found appropriate for this 
research study. Quantitative approach also outlines the 
objectivity of the results, test theories and eliminates 
biases. The researcher wanted objective results and did 
not want the personal feeling on the research responses 
because some of the responses may be subjective (Galt, 
Karen, Amy, Andjela, Mark, Jame & Ann, 2008).
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TABLE 1: QUESTIONNAIRE DISTRIBUTION AND RESPONSE RATE

IT Department Questionnaires 
Distributed

Questionnaires 
Returned

Usable 
Questionnaires

Response Rate 
(%) Usable Rate

Retail Risk 70 55 55 78.5% 100%

Legacy Solutions 30 24 24 80% 100%

Shared Services 40 34 34 85% 100%
Total 140 113 113 80.7% 100%

Reliability of the study  

According to Pallant (2010) the accepted coefficient of 
Cronbach’s Alpha should be equal or above the value of 
0.7. The reliability of the questionnaire was tested using 
SPSS Cronbach’s Alpha. The reliability of the questionnaire 
for this study and for the independent constructs is as 
illustrated in the Table 2 below.

 TABLE 2: QUESTIONNAIRE RELIABILITY

Cronbach’s 
Alpha

Cronbach’s 
Alpha Based on 

Standardized Items
N of Items

.872 .897 48

The questionnaire used in the study was considered 
reliable because the alpha coefficient was 0.872 which 
is greater than the minimum required value of 0.7 
(Pallant, 2010). The following table below, Table 3 

illustrates the reliability of all the constructs. The reliability 
of the constructs was also tested before their results  
were presented. Results are as demonstrated in Table 3 
below.

TABLE 3: CONSTRUCTS RELIABILITY STATISTICS

Construct Cronbach’s 
Alpha

Cronbach’s Alpha Based 
on Standardized Items N of Items

Infrastructure (IFS) 0.754 0.753 3
Scalability (SCB) 0.861 0.861 3
Security (SCRT) 0.764 0.774 3
Organisational Support (ORGNSUP) 0.834 0.838 5
Organisational Structure and Size (ORGNSTSZ) 0.723 0.724 4
Organisation Culture (ORGNCL) 0.155 0.189 3
Project Management (PRJMAN) 0.641 0.798 7
Competitors (CMPT) 0.657 0.655 4
Governmental Laws (GVRNLW) 0.635 0.644 3 
Customers (CUST) 0.550 0.602 3
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As demonstrated in Table 3, five constructs were found 
to have Cronbach’s Alpha reliability values greater than 
the recommended threshold of 0.7 (Pallant, 2010). 
These constructs include infrastructure, scalability, 
security, organisational support, organisational structure 
and size. On the other hand, organisational culture, 
project management, competitors, governmental laws 
and customers did exhibit Cronbach’s Alpha reliability 
values less than 0.7. Some researchers such as McCrae 
et al. (2011) argued that, much as the recommended 
threshold value of reliability is 0.7, values that close 
to 0.5 could give a meaningful interrater reliability and 
internal consistency that could effectively substitute the 
Cronbach reliability. Based on this argument, constructs 
project management, competitors, governmental laws 
and customers were accepted since their reliabilities 
were greater than 0.5. However, organisational culture 
whose reliability coefficient was 0.155 a value far 

less than 0.5 was deleted and not included for further 
analysis.

DATA ANALYSIS

Correlation of Variables

Correlation coefficient is a number that indicates the 
relationship between two variables. The coefficient value is 
between -1.00 and +1.00, the sign indicated the direction of 
the relationship (Pallant, 2010). A positive represents a direct 
relationship between the two constructs, while a negative 
indicates that the relationship is reversed. A coefficient value 
of zero indicates that there is no relationship between the 
variables. Correlations that are above 0.80 are considered 
high (Candal-Vicente, 2009). Table 4 below illustrates the 
correlation of constructs in this study.

TABLE 4: CORRELATION OF CONSTRUCTS

CONSTRUCTS IFS SCB SCRT ORGNSUPP ORGNSTSZ PRJMAN CMPT GVRNLW CUST ITPRJSUC

IFS

Pearson 
Correlation 1

Sig. (2-tailed)

N 113

SCB

Pearson 
Correlation .488** 1

Sig. (2-tailed) .000

N 113 113

SCRT

Pearson 
Correlation .468** .328** 1

Sig. (2-tailed) .000 .000

N 113 113 113

ORGNSUPP

Pearson 
Correlation .706** .463** .615** 1

Sig. (2-tailed) .000 .000 .000

N 113 113 113 113

ORGNSTSZ

Pearson 
Correlation .502** .343** .415** .685** 1

Sig. (2-tailed) .000 .000 .000 .000

N 113 113 113 113 113
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CONSTRUCTS IFS SCB SCRT ORGNSUPP ORGNSTSZ PRJMAN CMPT GVRNLW CUST ITPRJSUC

PRJMAN

Pearson 
Correlation .356** .314** .387** .540** .587** 1

Sig. (2-tailed) .000 .001 .000 .000 .000

N 113 113 113 113 113 113

CMPT

Pearson 
Correlation .321** .355** .351** .401** .277** .310** 1

Sig. (2-tailed) .001 .000 .000 .000 .003 .001

N 113 113 113 113 113 113 113

GVRNLW

Pearson 
Correlation .336** .265** .369** .450** .293** .299** .475** 1

Sig. (2-tailed) .000 .005 .000 .000 .002 .001 .000

N 113 113 113 113 113 113 113 113

CUST

Pearson 
Correlation .100 .216* .301** .280** .323** .211* .335** .501** 1

Sig. (2-tailed) .292 .022 .001 .003 .000 .025 .000 .000

N 113 113 113 113 113 113 113 113 113

ITPRJSUC

Pearson 
Correlation .250** .089 .092 .199* .207* .111 .327** .285** .147 1

Sig. (2-tailed) .008 .348 .334 .034 .028 .241 .000 .002 .120

N 113 113 113 113 113 113 113 113 113 113

Table 4 above depicts the correlation of constructs. The 
output depicts that scalability construct is significant 
to infrastructure with Pearson correlation of 0.488 
at 0.01 level (2-tailed). Security is significant to both 
infrastructure and scalability with Pearson correlation 
of 0.468 and 0.328 respectively at 0.01 level (2-tailed). 
Organisational support is significant to infrastructure, 
scalability and security with a Pearson correlation 
of 0.706, 0.463, and 0.615 respectively at 0.01 level 
(2-tailed). 

Organisational structure and size is significant to 
infrastructure, scalability, security and organisational 
support with a Pearson correlation of 0.502, 0.343, 
0.415 and 0.685 respectively at 0.01 level (2-tailed). 
Project management is significant to infrastructure, 
scalability, security, organisational support and 

organisational structure with a Pearson correlation 
of 0.356, 0.314, 0.387, 0.540, and 0.587 respectively 
at 0.01 level (2-tailed). Furthermore competition 
is significant to infrastructure, scalability, security, 
organisational support, organisational structure and 
project management with a Pearson correlation of 
0.321, 0.355, 0.351, 0.401, 0.277 and 0.310 respectively 
at 0.01 level (2-tailed). Governmental law is significant 
to infrastructure, scalability, security, organisational 
support, organisation structure, project management and 
competition with a Pearson correlation of 0.336, 0.265, 
0.369, 0.450, 0.293, 0.299, and 0.475 respectively at 
0.01 level (2-tailed).

Customers construct is significant to scalability, security, 
organisational support, organisational structure, 
project management, competition, governmental law 
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with a Pearson correlation of 0.216, 0.301, 0.280, 
0.323, 0.211, 0.335, and 0.501 respectively. The 
Pearson correlation of 0.100 between customers 
and infrastructure demonstrates that customers 
construct is insignificant to infrastructure. IT projects 
success is significant to infrastructure; organisational 
support, organisational structure, competition and 
governmental laws with a Pearson correlation of  
0.250, 0.199, 0.207, 0.327, and 0.285.However it is 
insignificant to scalability, security, project management 
and customers.

Regression Analysis

Regression analysis is a method of measuring the 
relationship between dependent variables against one 
or multiple independent variables. There is simple 
regression which is used to analyse the relationship 
between independent variable and dependent variable. 
Multiple regressions are used to measure relationships 
between multiple independent variables (Pallant,  
2010).

TABLE 5: COEFFICIENTS REGRESSION

Model
Unstandardized 

Coefficients
Standardized 
Coefficients t Sig.

Collinearity Statistics

B Std. Error BETA Tolerance VIF

(Constant) Construct 2.601 .469 5.542 .000

IFS .251 .110 .221 2.278 .018 .510 1.960

SCB -.076 .073 -.113 -1.045 .299 .689 1.451

SCRT .183 .092 .176 1.990 .044 .586 1.707

ORGNSUP .478 .136 -.390 3.514 .008 .564 1.773

ORGNSTSZ .139 .118 .163 1.183 .240 .422 2.372

PRJMAN .438 .079 .463 5.541 .000 .586 1.707

CMPT .236 .095 .269 2.485 .015 .684 1.462

GVRNLW .218 .109 .171 1.997 .050 .575 1.738

CUST -.004 .089 -.005 -.041 .967 .649 1.542

Table 4 above indicates that project management significantly 
contributes higher than other constructs with a percentage 
value of 46.3% and p= 0.000 < 0.05. It is progressed by 
competition with a percentage value 26.9% and infrastructure 
with the percentage value of 22.1% having probabilities p = 
0.015 < 0.05 and p = 0.018 < 0.05 respectively. 

The results of Table 5 further indicated that not all entered 
predictors are positively related to the dependent variable. 

The results imply that the independent variables such 
as IFS (β = 0.221, p = 0.018), SCRT (β = 0.176, p = 
0.044), ORGNSUP (β = -.390, p = 0.08), PRJMAN, 
(β = 0.463, p = 0.000) CMPT (β = 0.263, p = 0.015), 
GVRNLW, (β = 0.171, p = 0.050) were positively related 
to the dependent variable ITPRJSUC. Therefore  
H1a, H1c, H2a, H2d, H3a and H3c were positively  
related to the dependent variable ITPRJSUC (project 
success).
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On the other hand SCB(β = -.113, p = 0.299), ORGNSTSZ 
(β = 0.163, p = 0.240), and CUST (β = -0.005, p = 0,976) 
were not directly related to the dependent variable 
ITPRJSUC , their significance value of these is above 0.05, 
that is p > 0.05. H1b, H2b and H3b are not supported; 
they are not significant to the dependent variable. 

Due to high significance shown by correlation Table 4 multi-
collinearity was tested by the measure by the measure of 
the variance inflation factor (VIF) shown on Table 5 above. 
Results indicated that multi-collinearity do not existing 
between the entered predictors since their tolerance was 

above 0.1 and their VIF was less than 5 which suggested 
less redundancy of variables.

Testing the Hypotheses

Based on the results obtains from Table 4 and Table 5 
above, the suggested hypotheses were deduced. These 
hypotheses indicate the importance and power of each 
construct to IT projects success. Table 6 represents the 
results if the hypotheses testing for each construct and 
their significant value.

TABLE 6: INTERPRETATION OF SUGGESTED HYPOTHESIS

Construct Hypothesis
Significance Value 

(P Value)
Action

Infrastructure (IFS) H1a. Reliability of good infrastructure and hardware 
influences the success of IT projects

P = 0.018 < 0.05 Accepted

Scalability (SCB) H1b. Performance of Information Systems influences 
the success of IT projects

P = 0.299  > 0.05 Rejected

Security (SCRT) H1c. Adequate security measures influence the success 
of IT projects

P = 0.044  < 0.05 Accepted

Organisational 
Support (ORGNSUP)

H2a. Adequate organisational support influences the 
success of IT projects 

P = 0.008 <  0.05 Accepted

Organisational 
Structure and Size 
(ORGNSTSZ)

H2b. Organisational structure and size influence the 
success of IT projects

P = 0.240 > 0.05 Rejected

Project Management 
(PRJMAN)

H2d. Proper and adequate project management of IT 
projects influence success of IT projects

P = 0.000 < 0.05 Accepted

Competitors (CMPT) H3a. Competitors influence the success of IT projects P = 0.015 <  0.05 Accepted

Governmental Laws 
(GVRNLW)

H3b. Governmental laws and regulations influence the 
success of IT projects

P = 0.050 <  0.05 Accepted

Customers (CUST) H3c.Customers computer literacy  influences the 
success of IT projects

P = 0.967 > 0.05 Rejected
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The above table shows that out of all the hypotheses 
tested, six hypotheses were accepted and three were 
rejected. The rejected hypotheses has a significant value 
greater than the standard required of 0.05 which means 
that scalability, organisational structure and customers 
have no effect on IT project success. 

DISCUSSION AND CONCLUSION

Research Contributions

The overall practical contribution of this study may help IT 
professionals understand the performance metrics needed 
for IT projects success. The identified metrics could 
be practically utilised by IT professionals as a guide for 
reaching IT projects success. These can be applied when 
IT professionals implement IT projects. IT professionals 
may need to ensure that all metrics are met before and 
implementation of IT projects. Organisations could reach 
their business goals and strategic objectives when IT 
projects are implemented successfully.

The first theoretical contribution of this research is that it fills 
a gap by providing a sound description of the performance 
metrics for IT project success. In the review of literature, it 
was identified that despite the number of studies done on IT 
projects success and project management methodologies 
organisations apply when implementing IT projects, IT 
projects still fail (Ghazal et al., 2013). Considering that IT 
project still fail, this is a relevant contribution as this study 
provides an expansion on the area of IT project success.

Additionally the findings of this study could be used by 
other researchers as reference. The identified metrics 
could also be used to expand on the literature of IT project 
success.  The study further contributes to the existing 
body of knowledge of Information systems.

Limitations and Recommendations of the 
study

The focus of the study was on one organisation only - a 
financial organisation. A study conducted at a different 
type of industry may yield different results or more detailed 

finding of reaching success in IT projects. It was mentioned 
by researchers, (Grant & Pennypacker, 2006) that metrics 
that contribute to projects success differ from industry to 
industry and from organisation to organisation. It is of high 
importance to take into consideration organisational and 
industrial metrics when implementing IT projects.

The data was collected from one financial organisation, 
in three departments, if more departments participated, a 
different perspective could have been established. Cross 
sectional survey was used in this study, implying that data 
was collected in a specific time frame. Some of the metrics 
identified in this study may not be valid in the future as the 
technological world is rapidly changing.

This research study therefore recommends that a 
longitudinal study be conducted in future to get different 
results over time since cross sectional time zone were 
used in this study.

It is also suggested that future studies on IT projects 
success can be conducted in different types of industries 
since this study focused only on a financial organisation. 

The results from a motor industry for example may differ from 
financial organisations results. More recommendations 
is that in future a financial organisation may be used but 
more than three departments should participate in the 
study,  a use of a wider population is recommended with 
more IT specialists that were not participants in this study 
like the Database Administrators and the architectures etc.
Furthermore, there are different types of IT projects 
(Dekkers & Forselius, 2007), this study focused on 
software projects. Future studies may focus on other types 
of IT projects such as enhancements projects, conversion 
projects or even more types. More so, this study only 
used close-ended questionnaire that was analysed 
quantitatively. More broad views could have been 
possibly obtained if participants were given more room 
for explanation like in case of open-ended questionnaires 
or interviews. Therefore, this study recommends that 
future research should incorporate the use of qualitative 
data collection methods like interviews and open-ended 
questionnaire to get a broader view of IT projects success.
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Conclusion

The implementation of IT projects in organisations is 
prevalent, therefore it is important that organisations 
implement IT project successfully. IT projects give 
organisations competitive advantage since they help 
them to meet their business objectives and strategic 
goals (Hubbard et al., 2015). Success in implementing IT 
projects can be obtained if the performance metrics are 
identified and noted during the implementation.

This study sought to identify performance metrics for IT 
projects success.  Data was collected, coded, transcribed 
and analysed quantitatively using the statistical package 
for social scientists (SPSS). 

Results from the analysis established that under the 
technological metrics infrastructure and security is 
significant to IT projects success. In the organisation 
metrics category, organisational support and project 
management were found to be significant to IT projects 
success. While in the environmental category, competition 
and governmental laws were found to be significant 
to IT projects success. On the contrary, scalability, 
organisational structure and size and customers were 
found to be insignificant to IT projects success.

Organisations need to pay more attention to organisational 
metrics in order for their IT projects implementations to 
succeed. According to Rwelamila (2007) and Moabelo 
(2008) organisations should consider the role of human 
resources and other stakeholders on projects as well as 
organisational metrics such as culture. This argument 
has been supported by other researchers such as Ahmed 
and Capretz (2009) who suggested that organisational 
metrics are crucial in the successful implementation of 
IT projects.
This study has established metrics that need to be paid 
attention to for IT projects to succeed. If leveraged, it will 
serve as a practical guide to organisations that implement 
different forms of IT projects. It is evident that in addition to 
the already documented repeatable project methodology, 
other metrics like human factors and organisation issues 
need to be taken care of as illustrated in this study. When 
these metrics are taken care of, numerous hindrances 

will be eliminated and remain with moderate challenges 
that could be handled by the project team. 
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ABSTRACT

The primary objective of this study is to establish the 
level of ethical leadership displayed by self-employed 
healthcare practitioners in the Eastern and Western 
Cape, and to investigate whether the dimensions of this 
leadership style influence the levels of job satisfaction 
experienced in the practice. Criterion sampling was used 
to draw a sample of self-employed healthcare practitioners 
and their employees. A total of 241 questionnaires were 
deemed usable, and were subjected to statistical analysis. 
Factor analysis and Cronbach’s alpha coefficients 
were used to assess the validity and reliability of the 

measuring instrument in this study. T-tests revealed that 
significant differences existed between the mean scores of 
practitioners and their employees for the levels of Integrity, 
Ethical commitment, Ethical guidance, and Fairness. 
Multiple regression analysis results showed a significant 
positive relationship between Fairness, Ethical guidance 
and Ethical commitment, and the dependent variable Job 
satisfaction.  Based on the findings of the study, several 
recommendations were put forward to ensure ethical 
behaviour among self-employed healthcare practitioners. 

Keywords: Ethical leadership, healthcare practitioner, job 
satisfaction
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INTRODUCTION AND BACKGROUND

A well-functioning healthcare system is essential to the 
development of any country. Healthcare services play a 
significant role in ensuring a productive workforce which 
can meaningfully contribute to economic growth (World 
Health Organisation [WHO], 2015). In 2011, 8.5 per cent of 
South Africa’s Gross Domestic Product was spent on public 
and private healthcare, which exceeded the recommended 
WHO norm of five per cent. Given these statistics, 
healthcare can be regarded as a vital component of the 
South African economy.  Notwithstanding the importance 
of healthcare, this sector faces several challenges that 
influence practitioner reputations, employee relations and 
quality of healthcare services. For example, the private 
healthcare sector is increasingly faced with legal actions 
taken against self-employed healthcare practitioners 
owing to medical negligence (Moore & Slabbert, 2013:60). 
Healthcare practitioners in developing countries have also 
been found guilty of not upholding ethical standards as 
well as over-diagnosis, over-prescribing, over-treating and 
overcharging patients (International Finance Corporation, 
2010:18). In addition, a lack of adequate leadership 
among healthcare practitioners may negatively influence 
the quality of healthcare services, patients’ trust, job 
satisfaction of healthcare workers and ultimately, the 
performance of healthcare practices in this country (Parish 
& Blockman, 2014:757; Stander & Rothmann, 2008:7). 
Given the mandate of healthcare practitioners to be 
committed to “sound professional and ethical practices” it 
is critical that these individuals display ethical leadership 
(Health Professions Council of South Africa [HPCSA], 
2008:i).

According to Kezar (2008:18), in the 20th century, 
scientific management theories have given a lower profile 
to the importance of ethical values in decision-making, 
promoting decisions that are based solely on logic and 
planning.  However, ethical scandals in government, 
academic and non-profit organisations have attracted the 
interest of researchers to the subject of ethical leadership 
(Brown, Treviño & Harrison, 2005). Ethical leadership is 
not restricted to philosophical literature; it also makes a 
significant contribution to business success. Failure to 
operate a business in an ethical manner can influence 

the image, performance, and competitive advantage of 
a business (Kar, n.d.:112). According to Kalshoven, Den 
Hartog and De Hoogh (2011:52), attention to ethics and 
integrity has been growing in the field of leadership.

PROBLEM STATEMENT

In 2013, the Health Professions Council of South Africa 
(2013:6) reported nearly 3 000 complaints lodged against 
healthcare practitioners, which resulted in 51 private 
healthcare practitioners being suspended from practising. 
The complaints related to fraud, theft, insufficient 
treatment, mismanagement of patients and overcharging 
or charging for services that were not rendered (Health 
Professions Council of South Africa, 2013:6). More 
specifically, healthcare practitioners in the Eastern 
and Western Cape have been criticised for their lack of 
professionalism and engaging in unethical acts such as 
corruption and misconduct (Benatar, 2014:481; Malherbe, 
2013:83; Mhlauli, 2011:1353). The immoral behaviour of 
leaders is said to lead to dissatisfied employees (Pietersen, 
2005:23).

The current study draws on the social learning theory of 
Bandura (1977). According to social learning theory, people 
learn by observing the behaviours and attitudes of others 
and the outcomes of those behaviours. Sama and Shoaf 
(2007) suggest that ethical leadership leads to an ethical 
climate and corporate social responsibility in professional 
settings. Brown and Treviño (2006) also propose that 
ethical leadership leads to more ethical decision-making 
by followers, more employee pro-social behaviour and less 
employee counterproductive behaviour. Several studies 
have found empirical evidence of a relationship between 
ethical leadership and ethical behaviour in businesses. 
For example, Khuntia and Suar (2004) found that 
unethical behaviour by followers was less likely to occur 
when managers practise ethical leadership. Similarly, 
Kalshoven et al. (2011:52) found that ethical leadership 
behaviours result in more organisational citizenship 
behaviour. It is thus important to understand to what extent 
healthcare practitioners demonstrate ethical leadership. 
In terms of employee outcomes, according to Alloubani, 
Almatari and Almukhtar (2014:122), the leadership style 
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of a manager influences the job satisfaction of employees 
and ultimately employee retention. Apart from enhancing 
the performance of healthcare practices, appropriate 
leadership could prevent healthcare practitioners from 
continuing to practise unethically towards patients and 
employees. This could be achieved by practising ethical 
leadership and entrenching ethics in their businesses. 

Leadership is a concept that has been widely studied 
(Cunha & Manuela, 2013:421; Reed, Vidaver-Cohen & 
Cowell, 2011:416), but little attention has been paid to 
leadership in healthcare (Nay, Garratt & Fetherstonhaugh, 
2014:490). Parkin (2009) agrees that leadership has been 
studied in a wide range of disciplines (such as business 
and psychology), but that these studies have neglected 
leadership among those operating in the healthcare sector. 
In particular, there is little research dealing with ethical 
leadership among self-employed healthcare practitioners.

PURPOSE OF THE STUDY AND PRIMARY 
OBJECTIVE

Given the high levels of unethical behaviour among 
healthcare practitioners and the lack of research on 
ethical leadership in this sector, the purpose of this study 
is investigate ethnical leadership among self-employed 
healthcare practitioners and to provide them with 
recommendations on how to practise such leadership. 
The primary objective is twofold, namely to establish the 
level of ethical leadership displayed by self-employed 
healthcare practitioners in the Eastern and Western Cape, 
and to investigate whether such leadership influences the 
levels of Job satisfaction in a practice.

LITERATURE REVIEW AND HYPOTHESIS 
DEVELOPMENT

Origins of ethical leadership

The word “ethics” is adopted from the Greek word 
ethos, which means “custom”, “conduct” and “character” 
(Northouse, 2015) and is defined as “the personal 
consideration of what might be good and what might be 

bad, and then making a decision based on the outcome 
of this consideration” (Hopstaken, 2011:3). Ethical 
leadership principles have origins that can be traced back 
to the time of Aristotle (384–322 BC) and Plato (427–327 
BC) (Northouse, 2015). Ethics have been discussed for 
centuries in different disciplines, with current discussions 
focusing on ethics in business and scientific disciplines 
(Toor & Ofori, 2009:533). 

The nature of ethical leadership

Ethical leadership is defined as the “demonstration of 
normatively appropriate conduct through personal actions 
and interpersonal relationships, and the promotion of such 
conduct to followers through two-way communication, 
reinforcement, and decision-making” (Avolio, Walumbwa 
& Weber, 2009:424; Brown et al., 2005:120). Ethical 
leadership is a theory that is focused on the ethical behaviour 
of the leader and the follower (Ingley & Lockhart, 2015:75). 
In order for one to be considered an ethical leader, one 
must possess and cultivate high moral values (Cooper, 
2014:56-57). Ethical leaders display moral conduct when 
they decide to behave in a manner that is morally right, 
good, and just (Zhu, May & Avolio, 2004:16). Ethical 
leadership is concerned with treating all followers in an 
equal, respectful and fair manner (Northhouse, 2012:433). 
It is important to note that ethical leadership is dependent 
on ethical competence (Cooper, 2014:56-57), which refers 
to the ability to act within adequate ethical standards in 
business situations (O’Riordan, Zmuda & Heinemann, 
2015:553). Ethical leaders are leaders who can be trusted, 
and are role models for good behaviour (Brown & Treviño, 
2006:597). They encourage their followers to be ethical in 
their behaviour and to practise ethical values (Mumford, 
2009:211). Ethical leaders show high moral standards 
in their actions, decisions and behaviour in order to be 
exemplary to the followers (Toor & Ofori, 2009:533).

As determined in several other studies (see Kalshoven et 
al., 2011; Liden, Wayne, Zhao & Henderson, 2008; Brown 
& Treviño, 2006; Khuntia & Suar, 2004), ethical leadership 
is considered a multi-dimensional construct. However, 
several authors note similarities and an overlap between 
certain of these dimensions (Jaramillo, Grisaffe, Chonko & 
Roberts, 2009; Avolio et al., 2009; Liden et al., 2008; Brown 
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et al., 2005). Therefore, only certain dimensions of ethical 
leadership were investigated and examined empirically in 
this study, namely Integrity, Ethical commitment, Ethical 
guidance, Fairness and Sustainability.

Integrity is associated with honesty, truthfulness and 
reliability (McKee, Kemp & Spence, 2012:48). “Integrity 
is concerned with doing what one says or promises” 
(McKee et al., 2012:48; Brown & Treviño, 2006; Treviño, 
Hartman & Brown, 2000). Leadership integrity involves the 
contribution of leaders in promoting fairness and honesty 
in their dealings (Alizor, 2014:25). Pelletier (2010:380) 
contends that actions of deceit, not taking responsibility for 
one’s mistakes, and not adhering to rules affects followers 
negatively. Followers may be hesitant to be obedient to a 
leader who is perceived as dishonest and lacking integrity 
(Burke, Sims, Lazzara & Salas, 2007:606). For the purpose 
of this study, self-employed healthcare practitioners 
display Integrity when they keep promises, are honest and 
can be trusted to tell the truth, honour commitments and 
practise what they preach. 

Leaders who demonstrate Ethical commitment promote 
moral principles in their beliefs, behaviour, and values 
(Khuntia & Suar, 2004:15) and set an example for followers 
through their commitment to ethical behaviour (Collins, 
2009:178; Brown et al., 2005). According to Brown and 
Treviño (2006), ethical leaders who are committed to moral 
behaviour have an influence on the ethical behaviour of 
their followers. For the purpose of this study, self-employed 
healthcare practitioners display Ethical commitment when 
they are concerned about ethical and moral values, insist 
on doing what is fair and ethical, regard honesty and 
integrity as important, value ethical behaviour more than 
success, and are more concerned about doing what is 
right rather than with the appearance of doing what is right.

According to Kalshoven et al. (2011:53), top management 
in a business is responsible for setting codes of acceptable 
conduct and for providing Ethical guidance. In addition, 
Brown and Treviño (2006) and Brown et al. (2005) 
contend that most individuals turn to significant others for 
ethical guidance and in the business context, leaders are 
an essential source of such guidance. Kalshoven et al. 
(2011:53) define ethical guidance as leadership behaviour 

focused on communicating about ethics, explaining ethical 
rules and promoting and rewarding ethical behaviour 
displayed by employees. Ethical leaders use rewards and 
punishment to ensure ethical behaviour by employees 
(Kalshoven et al., 2011:53). However, Brown and Treviño 
(2006) suggest that ethical leaders are seen as a source 
of ethical guidance because of their attractiveness and 
credibility as role models. In the healthcare context, 
Valentine, Godkin, Page and Rittenburg (2009) propose 
that ethical guidance which encourages employees to 
learn ethical conduct could enhance their work-related 
attitudes. For the purpose of this study, self-employed 
healthcare practitioners display Ethical guidance when 
they communicate ethical standards, explain ethics-
related codes of conduct, expect ethical behaviour from 
employees, and explain the consequences of unethical 
behaviour to employees.

Fairness relates to leaders dealing with followers in 
a way that is just, paying attention to employees and 
seeking the best for them (Brown & Treviño, 2006; 
Treviño et al., 2000). Fairness includes the distribution 
of rewards and benefits to followers in an unbiased 
manner (Hassan, Mahsud, Yukl & Prussia, 2012:38). 
According to Kalshoven et al. (2011:53), fairness refers 
to a leader’s honesty, a leader taking responsibility, as 
well and being unbiased and dependable. Leaders have 
the responsibility to create a working environment that is 
considered by employees to be fair, by making decisions 
that are just (Brown et al., 2005:122). The fairness of 
leaders in their decision-making processes and the caring 
of followers builds a positive relationship between a leader 
and followers. This strengthens employee organisational 
commitment and loyalty to the leader (Hassan et al., 
2012:136). For the purpose of this study, self-employed 
healthcare practitioners display Fairness when they do not 
hold employees responsible for problems that are out of 
their control or not their fault, and when they are fair and 
unbiased in assigning tasks, evaluating performance and 
rewarding followers.

According to Kalshoven et al. (2011:53), ethical leaders 
possess a broad ethical awareness and show concern 
for Sustainability issues. Similarly, Yukl, Mahsud, Hassan 
and Prussia (2013) assert that ethical leaders choose to 
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embrace and support social issues. Barbuto and Wheeler 
(2006) state that the role of leaders is to leave a legacy of 
environmental sustainability in the communities in which 
they operate. For the purpose of this study, Sustainability 
is displayed when self-employed healthcare practitioners 
work in an environmentally friendly manner, show 
concern for sustainability issues, encourage recycling, 
prepare the business to make a positive difference in 
the future, emphasise the importance of giving back to 
the community, and are interested in and participate in 
community activities. 

Differences in perceptions of ethical 
leadership between self-employed 
healthcare practitioners and their employees

“Perception” refers to the manner in which an experience is 
interpreted (Otara, 2011:21). The perceptions of managers 
and employees have been found to influence the working 
environment (Otara, 2011:21). Several studies show that 
the perceptions of employers differ from those of their 
employees in terms of functional tasks, work–life balance, 
company practices, organisational change and managerial 
control (Gevers, Driedonks, Jelinek &Van Weele, 2015:709; 
Cegarra-Leiva & Cegarra, 2012:22; Droussiotis & Austin, 
2008:208; Jones, 2008:26; DelVecchio, 1996:60). 

Differences in perceptions are often the result of social 
desirability bias. According to Zikmund and Babin 
(2012:193) and De Jong, Pieters and Fox (2010:42-44), 
social desirability bias is the tendency of people, when 
rating themselves, not to provide accurate information 
that reflects their true selves. Respondents may inflate 
their responses to gain the favour of others involved in 
the research (Zikmund & Babin, 2012:158).  Zikmund and 
Babin (2012:158) explain that this bias is influenced by the 
conscious or unconscious desire to be respected, or when 
a person seeks for his or her role in society to be perceived 
differently. Zikmund and Babin (2012:158) as well as 
Kreuter, Presser and Tourangeau (2008) report that social 
desirability bias is more likely when sensitive information is 
required. Kreuter et al. (2008) explain that information such 
as personal income, feelings of low self-worth, intellectual 
achievements, ethics, and illegal acts may be perceived 
as sensitive, and lead to inflated responses. Kim and Kim 

(2013:1) and De Jong et al. (2010:42-44) point out that 
self-reported questionnaires are more likely to be affected 
by social desirability bias, because respondents inflate 
their responses in a socially acceptable manner (Kim & 
Kim, 2013:1; De Jong et al., 2010:42-44). 

In the present study, the perceptions of self-employed 
healthcare practitioners and their employees are sought 
in terms of the levels of ethical leadership displayed by the 
self-employed healthcare practitioners. The perception of 
their own ethical leadership is sought from the practitioner 
on the one hand and the employee’s perception of 
the practitioner’s ethical leadership on the other. Self-
reporting questionnaires are used to gather the necessary 
information. As such, social desirability bias could lead to 
differences in perceptions. Against this background the 
following null-hypotheses are proposed:

H0a-e: There is no difference in the perceptions of self-
employed healthcare practitioners and their 
employees with regard to the levels of Integrity (H0a), 
Ethical guidance (H0b), Ethical commitment (H0c), 
Fairness (H0d) and Sustainability (H0e) displayed by 
the self-employed healthcare practitioners. 

Ethical leadership and job satisfaction

Job satisfaction is defined as the “level of an employee’s 
attitude towards his or her job” (Kusluvan, 2003:359; Jex, 
2002:116), and is considered a key indicator of the impact of 
workplace conditions on employees (Kusluvan, 2003:359). 
The level of employee job satisfaction indicates the degree 
of fulfilled job expectations (Medina, 2012:7). For the 
purpose of this study, Job satisfaction refers to employees 
experiencing their involvement in the business or practice 
as rewarding, fulfilling, satisfying, and enjoyable. Anecdotal 
evidence suggests there is a relationship between ethical 
leadership and job satisfaction (Stanhope & Lancaster, 
2014:137; Ferrell, Fraedrich & Ferrell, 2014:315; Sinnott, 
2013:169). Ethical leaders treat followers in a fair manner, 
and they consider the needs of followers, leading to 
an increase in followers’ job satisfaction. An ethical 
environment and job satisfaction decreases employees’ 
intentions to leave an organisation (Stanhope & Lancaster, 
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2014:137). Ethical leadership has a positive influence on 
employee trust, morale and productivity (Strider, 2011). 
According to Sinnott (2013:169), an ethical environment 
and factors such as work autonomy and respect have an 
influence on job satisfaction, especially among healthcare 
professionals. Ethical leadership increases both employee 
satisfaction and commitment (Ferrell et al., 2014:315) as 
employees prefer to work for ethical companies, and are 
less likely to leave these organisations. Yukl et al. (2013) 
suggest that ethical leaders are expected to have outcomes 
such as perceived leadership effectiveness, employee job 
satisfaction, employee willingness to exert extra effort 
at work, and employee willingness to report problems. 
Furthermore, several empirical studies (see Çelik, 
Dedeoğlu & Inanir, 2015:59; Neubert, Carlson, Kacmar, 
Roberts & Chonko, 2009:157; Okpara & Winn, 2008:946; 
Brown et al., 2005:117) also report a relationship between 
ethical leadership and job satisfaction. For example, 
Okpara and Winn (2008:946) investigated the influence of 
an ethical climate on job satisfaction in Nigeria, and found 
that the ethical conduct of leaders has a positive influence 
on employee job satisfaction. 

Kalshoven et al. (2011:25) developed a scale to measure 
several dimensions of ethical leadership, namely fairness, 
integrity, ethical guidance, people-orientation, power 
sharing, role clarification, and concern for sustainability. 
A positive relationship was found between all these 
dimensions and job satisfaction (Kalshoven et al., 2011:25). 
According to Treviño and Brown (n.d.:74), fairness and 
trust (the dimensions of ethical leadership) have a positive 
influence on job satisfaction. The dimensions of ethical 
leadership, namely fair treatment and shared values, have 
also been found to inspire favourable behaviour among 
employees (Piccolo, Greenbaum, Den Hartog & Folger, 
2010:261). Given the above discussion, the following 
hypothesis will be subjected to empirical testing in this 
study:

H4a-4e There is a positive relationship between the 
levels of Integrity (H4a), Ethical guidance (H4b), 
Ethical commitment (H4c), Fairness (H4d) and 
Sustainability (H4e) perceived by self-employed 
healthcare practitioners to be displayed by 
themselves, and their levels of Job satisfaction.

H5a-5e There is a positive relationship between the levels 
of Integrity (H5a), Ethical guidance (H5b), Ethical 
commitment (H5c), Fairness (H5d) and Sustainability 
(H5e) perceived by employees to be displayed by 
self-employed healthcare practitioners and the 
levels of Job satisfaction experienced by these 
employees.

METHODOLOGY

For the purpose of this study, a positivistic research 
paradigm was adopted and a quantitative approach was 
used. More specifically, the survey methodology was 
applied in order to collect primary data from a sample 
of self-employed healthcare practitioners and their 
employees. In healthcare, self-employed healthcare 
practitioners include doctors, dentists and psychologists 
who are the owners of an independent trade, business 
or profession, and who offer services to the public at 
a fee (Internal Revenue Services, 2014). Other self-
employed healthcare practitioners are physicians, 
dentists, pharmacists, midwives, nurses and other clinical 
professions (International Finance Corporation, 2010:10).

Population and sample

The population of this study consisted of all the self-
employed healthcare practitioners in the Eastern and 
Western Cape provinces. Laing (2011:1) defines a self-
employed person as an individual who owns and operates 
a successful business or social enterprise. In healthcare, 
self-employed healthcare practitioners include doctors, 
dentists and psychologists who are the owners of an 
independent trade, business or profession, and who offer 
services to the public at a fee (Internal Revenue Services 
2014). Other self-employed healthcare practitioners are 
physicians, dentists, pharmacists, midwives, nurses 
and other clinical professions (International Finance 
Corporation 2010:10). The researcher was unable to 
access a sample frame for the present study. Thus, 
purposive sampling was used to identify possible 
respondents. More specifically criterion sampling was 
used, which refers to a sample being selected based on 
certain criteria (Marlow, 2010:146). The following criteria 
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were used to select participants in this study: the self-
employed healthcare practitioner had to own his or her 
own practice, the practice must have been in operation for 
at least one year, and two or more full-time employees had 
to work in the practice.

The sample consisted of 400 self-employed healthcare 
practitioners and their employees within the Eastern and 
Western Cape provinces. Possible respondents were 
identified by fieldworkers and through local telephone 
directories. A total of 255 healthcare practitioners and 
employees participated. The usability of questionnaires 
was assessed by observing the missing values in the 
data. Given this consideration, 241 questionnaires were 
deemed usable, comprising 117 healthcare practitioners 
and 124 employees. An effective response rate of 60.25 
per cent was achieved. Based on the high response 
rate, non-response bias was not considered a problem 
in this study, and the sample size is deemed adequate 
for performing the statistical tests (Hair, Black, Babin & 
Anderson, 2014:100). However, care should be taken 
when attempting to generalise the result of this study to 
the population, as the ideal of 380 respondents was not 
achieved (Collis & Hussey, 2014:198).

Measuring instrument development and 
data collection

Self-administered structured questionnaires were used 
to collect data. Two separate questionnaires were 
administered. One questionnaire was distributed to the 
self-employed healthcare practitioners and the other 
to their employees. Both questionnaires contained the 
same set of statements but the statements were phrased 
differently to suit each respondent. Potential respondents 
were approached by Nelson Mandela Metropolitan 
University fieldworkers during the months of August and 
September 2013 and in June 2015 and requested to 

participate in the study. Questionnaires were distributed in 
person to respondents who agreed to participate.

Section A of the measuring instruments requested 
individual demographic information from respondents. 
Information concerning the practice (as a business) was 
also requested. Section B of the questionnaire comprised 
27 statements describing the ethical leadership style of the 
healthcare practitioner. The self-employed practitioners 
were requested to indicate the extent to which they 
agreed or disagreed with the statements describing their 
ethical leadership. The employees were requested to 
indicate the extent to which they agreed or disagreed 
with the statements describing their employer’s (the 
practitioner’s) ethical leadership. A five-point Likert scale 
was used to measure the extent to which respondents 
agreed with each of the statements. The five-point Likert 
scale ranged from (1) denoting strong disagreement to 
(5) denoting strong agreement. Section C comprised 
four statements (items) to measure the Job satisfaction 
of the respondents. These statements were anchored 
on the same five-point Likert scale used in Section B. 
The number of items measuring the independent and 
dependent variables as well as the sources of these 
items are provided in Table 1.

Upon completion, questionnaires were collected by 
fieldworkers. The completed questionnaires were 
examined for missing values and to ensure that they met 
the criteria for participation. In a case where there were 
three or less missing values for a specific case, the mean 
substitution method was used. The mean substitution 
method is one of the most commonly used methods to 
solve the problem of missing data (Hair et al., 2014:53). 
In cases where more than three missing values were 
missing, cases were discarded. The data was captured 
onto an Excel spreadsheet in preparation for statistical 
analysis. 
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TABLE 1: SOURCE OF SCALES MEASURING INDEPENDENT AND DEPENDENT VARIABLES 

Independent variables Items References

Integrity 5 Yukl et al. (2013); Kalshoven et al. (2011); Liden et al. (2008); Khuntia and 
Suar (2004); Page and Wong (2000).

Ethical commitment 6 Yukl et al. (2013); Liden et al. (2008); Page and Wong (2000).

Ethical guidance 4 Yukl et al. (2013); Kalshoven et al. (2011).

Fairness 5 Yukl et al. (2013); Kalshoven et al. (2011).

Sustainability 7 Yukl et al. (2013); Kalshoven et al. (2011); Barbuto and Wheeler (2006).

Dependent variable Items References

Job satisfaction 4 Eybers (2010); Farrington (2009); Dua (1994).

Data analysis

The statistical software, STATISTICA version 13 was 
used to perform the statistical analysis of the study. 
The data analysis initially involved the assessment of 
the validity and reliability of the measuring instrument. 
Factor analysis was used to examine the construct 
validity of the measuring instrument. More specifically, 
tests of uni-dimensionality were used to assess the 
validity of the independent and dependent variables. A 
measurement is regarded as uni-dimensional when an 
individual underlying trait is responsible for all common 
variance among item responses (Robins, Fraley & 
Krueger, 2009:413). Uni-dimensional constructs require 
a set of items to load onto the same factor (Saleh & 
Khine, 2011:160). The test of uni-dimensionality was 
deemed appropriate as all constructs used in this study 
are well supported in the literature (Yukl et al., 2013; 
Kalshoven et al., 2011; Eybers, 2010; Farrington, 2009; 
Liden et al., 2008; Barbuto & Wheeler, 2006; Khuntia 
& Suar, 2004; Page & Wong, 2000; Dua, 1994). The 
researchers intended to create summated scores for 
each respondent for each construct measured (Hair et 
al., 2014). In this study, principle components analysis 
was specified as the extraction method to produce an 
unrotated factor matrix. When assessing the validity of 
the measuring instrument, the factor loadings and the 

percentage variance were considered. According to Hair, 
Black, Babin, Anderson and Tatham (2006), items with 
factor loadings of 0.4 and above are regarded as valid. 
Cronbach’s alpha coefficients were used to assess the 
degree of internal reliability of the scales used to measure 
the different variables investigated. A Cronbach’s alpha 
coefficient of 0.70 and greater was deemed acceptable in 
this study (Nunnally, 1978:45). Descriptive statistics were 
calculated to summarise the sample data and inferential 
statistics undertaken included t-tests, Pearson product 
moment correlations and multiple regression analyses. 

EMPIRICAL RESULTS

Sample description

The majority of the self-employed healthcare practitioners 
who participated in this study were male (75.21%), older 
than 40 years (76%) and White (70.09%). Asian (14.53%), 
Black (10.26%) and Coloured (3.42%) individuals made 
up the rest of the sample. Most (28.20%) indicated that 
they had owned their healthcare practices for 21 years or 
more. Another 24.79 per cent indicated that they had been 
running their own practices for five years or less. In terms of 
the characteristics of the healthcare practices, the majority 
of healthcare practitioners indicated that their practices 
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employed 21 employees or more (28.21%), followed by 
24.79 per cent who employed five or fewer employees. 
The majority of self-employed healthcare practitioners who 
participated in the study were doctors (28.21%), followed 
by pharmacists (17.95%), optometrists (17.09%), dentists 
(9.40%) and physiotherapists (9.40%). For the employee 
sample group, the majority of the participants were male 
(83.87%) and either 29 years and younger (25.81%) or 
between the ages of 40 and 49 years (25.81%). Half of 
the employee participants were White (50.00%), followed 
by Coloured (25.00%), Black (16.94%) and Asian (4.03%). 
The majority of the employee respondents (70.17%) 
indicated that they had worked for the healthcare practice 
in which they were currently employed for 10 years or 
less. From the employee sample group, the majority of the 
practices in which they were employed had five or fewer 
employees (66.10%). The most prominent professions of 
the healthcare practitioners by whom the employees were 

employed were doctors (23.39%), optometrists (20.97%) 
and pharmacists (15.32%). The remaining professions 
comprised physiotherapists (8.87%), dentists (8.87%) and 
psychiatrists (4.84%).

Results of the validity and reliability 
analyses

As can be seen from Table 2, all the items measuring the 
independent and dependent variables in this study loaded 
together as expected. All factor loadings were above 
the cut-off point of 0.4 (Hair, Black, Babin & Anderson, 
2010:117). All factors also returned Cronbach’s alpha 
coefficients greater than the lower limit of 0.7 (Nunnally, 
1978:45). Satisfactory evidence of validity and reliability 
for the constructs was thus provided.

TABLE 2:  VALIDITY AND RELIABILITY RESULTS

Independent variables Items Min. and Max. loadings CAs

Integrity 5 -0.768 to -0.879 0.868

Ethical commitment 6 -0.661 to -0.834 0.866

Ethical guidance 4 -0.781 to -0.885 0.846

Fairness 5 -0.749 to -0.770 0.816

Sustainability 7 -0.480 to -0.810 0.810

Dependent variable Items Min. and Max. loadings CAs

Job satisfaction 4 -0.681 to -0.862 0.797

Descriptive statistics and T-tests

From Table 3 it can be seen that Ethical commitment 
returned the highest mean score for both the practitioner 
( x =4.583) and the employee sample groups ( x =4.283). 
The majority (96.581%) of practitioners agreed that 
they adopted Ethical commitment in their leadership 
behaviour as did the majority of the employees 

(86.290%). Self-employed healthcare practitioners 
returned a significantly (p = 0.000) higher mean score 
for Ethical commitment compared to employees. This 
difference is of moderate practical significance (Cohen’s 
d = 0.501). Integrity returned the second-highest mean 
for both the practitioner ( x =4.455) and the employee ( x
=4.248) sample groups. For both groups the vast majority 
(practitioners = 94.02%; employees = 84.68%) agreed 
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with the statements measuring Integrity. Practitioners 
returned a significantly (p = 0.008) higher mean score 
for Integrity compared to employees. This difference 
is, however, of small practical significance (Cohen’s d 
= 0.345). Ethical guidance returned the third-highest 
mean score for both sample groups (practitioners x
=4.382; employees x =4.181) with the vast majority 
in the case of both sample groups agreeing with the 
statements measuring this construct. A significantly  
(p = 0.013) higher mean score was returned for Ethical 
guidance by practitioners compared to employees. This 

difference is, however, of small practical significance 
(Cohen’s d = 0.322). Sustainability returned the lowest 
mean score for the practitioner sample group ( x =4.012) 
and the second-lowest mean score for the employee 
sample group ( x =4.043). The majority of respondents 
from both sample groups agreed with the statements 
measuring Sustainability. Although self-employed 
healthcare practitioners returned a lower mean than 
employees for Sustainability, no significant difference 
was found.

TABLE 3: DESCRIPTIVE STATISTICS AND RESULTS OF T-TESTS

Variables Mean Std. Dev Disagree % Neutral % Agree %

Ethical commitment

Practitioners 4.583 0.461 0.000 3.419 96.581

Employees 4.283 0.707 2.419 11.290 86.290

t-value = 3.869; p = 0.000; Cohen’s d = 0.501

Integrity

Practitioners 4.455 0.461 0.000 5.983 94.017

Employees 4.248 0.711 3.226 12.097 84.677

t-value = 2.665; p = 0.008; Cohen’s d = 0.345

Ethical guidance

Practitioners 4.382 0.562 0.000 9.402 90.598

Employees 4.181 0.681 1.613 15.323 83.065

t-value = 2.491; p = 0.013; Cohen’s d = 0.322

Sustainability

Practitioners 4.012 0.487 0.000 21.368 78.632

Employees 4.043 0.623 1.613 17.742 80.645

t-value = -0.426; p = 0.671; Cohen’s d = 0.055
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Variables Mean Std. Dev Disagree % Neutral % Agree %

Fairness

Practitioners 4.280 0.468 0.000 9.402 90.598

Employees 4.041 0.663 1.613 17.742 80.645

t-value = 3.219; p = 0.001; Cohen’s d = 0.417

Job satisfaction

Practitioners 4.380 0.501 0.000 5.983 94.017

Employees 4.250 0.604 0.806 10.484 88.710

Fairness reported the second-lowest mean score of 
the dimensions of Ethical leadership for the practitioner 
sample ( x =4.280) and the lowest for the employee sample 
group ( x =4.041). The majority of respondents from both 
sample groups agreed with the statements measuring 
Fairness. Self-employed healthcare practitioners returned 
a significantly (p = 0.001) higher mean score for Fairness 
than employees. This difference is, however, also of small 
practical significance (Cohen’s d = 0.417). 

With regard to the dependent variable, practitioners 
returned a mean score of 4.380 and employees a mean 
score of 4.250 for Job satisfaction. The majority of 
practitioners (94.02%) and employees (88.71%) agreed 
with the statements measuring Job satisfaction. 

Support is found for the null-hypothesis stating that there 
is no significant difference in the perceptions of self-
employed healthcare practitioners and their employees 
with regard to the level of Sustainability (H0e) displayed 
by the self-employed healthcare practitioners. However, 
support is not found for the null-hypothesis suggesting that 
there is no difference in the perceptions of self-employed 

healthcare practitioners and their employees with regard 
to the levels of Integrity (H0a), Ethical commitment (H0b), 
Ethical guidance (H0c) and Fairness (H0d) displayed by 
the self-employed healthcare practitioners. 

Pearson’s product moment correlations 

Pearson’s product moment correlations were calculated 
to determine whether relationships existed between 
the dimensions of Ethical leadership (Integrity, 
Ethical commitment, Ethical guidance, Fairness 
and Sustainability) themselves and between these 
dimensions and Job satisfaction. Pearson’s product 
moment correlations were prepared separately for self-
employed healthcare practitioners and their employees. 
Significant positive associations (p<0.05) were reported 
between all the dimensions of ethical leadership and 
between the dimensions and Job satisfaction for both the 
practitioner (see Table 4) and the employee (see Table 
5) sample groups. The correlation coefficients reported 
for the majority of relationships indicate weak positive 
associations (Jackson, 2011:149; Perez & Conkey, 
2011:53). 
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TABLE 4: PEARSON’S PRODUCT MOMENT CORRELATIONS - PRACTITIONERS 

Factors 1 2 3 4 5 6

1 Integrity 1.000 - - - - -

2 Ethical commitment 0.672 1.000 - - - -

3 Ethical guidance 0.548 0.613 1.000 - - -

4 Fairness 0.592 0.457 0.529 1.000 - -

5 Sustainability 0.471 0.420 0.389 0.462 1.000 -

6 Job satisfaction 0.516 0.427 0.413 0.506 0.515 1.000

Bold = p<0.05

TABLE 5:  PEARSON’S PRODUCT MOMENT CORRELATIONS - EMPLOYEES 

Factors 1 2 3 4 5 6

1 Integrity 1.000 - - - - -

2 Ethical commitment 0.784 1.000 - - - -

3 Ethical guidance 0.729 0.741 1.000 - - -

4 Fairness 0.751 0.641 0.636 1.000 - -

5 Sustainability 0.705 0.614 0.611 0.560 1.000 -

6 Job satisfaction 0.678 0.637 0.540 0.661 0.542 1.000

Bold = p < 0.05

Multiple regression analysis (MRA)

Before undertaking the MRA, variance inflation factors 
(VIFs) were calculated to determine whether multi-
collinearity was a problem in this study. According to 
Craney  and Surles (2002:392), VIF of less than five 
suggests that multi-collinearity is not a problem VIFs of 
less than five were reported for all independent variables 

(Integrity, Ethical commitment, Ethical guidance, Fairness 
and Sustainability) for the self-employed healthcare 
practitioners and their employees (see Table 6). Multi-
collinearity was thus not considered a problem when 
estimating the multiple regression analysis using the 
healthcare practitioner and employee data.
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TABLE 6: TESTING FOR MULTI-COLLINEARITY

Factors VIF Practitioners VIF Employees
Integrity 2.322 4.292
Ethical commitment 2.189 3.103
Ethical guidance 1.855 2.667
Fairness 1.784 2.394
Sustainability 1.408 2.081

The results of the MRA for the practitioner sample 
indicate that the independent variables (Integrity, Ethical 
commitment, Ethical guidance, Fairness and Sustainability) 
explained 39.6 per cent of the variance in Job satisfaction 
(see Table 7). Significant positive relationships were 
reported between the independent variables Fairness 
(beta = 0.222; p<0.05) and Sustainability (beta=0.293; 
p<0.05) and the dependent variable Job satisfaction. No 
relationships were reported between the independent 

variables, Integrity, Ethical commitment and Ethical 
guidance, and the dependent variable Job satisfaction. 
Support is thus found for the hypothesised relationships 
between Fairness (H4d) and Job satisfaction as well as 
between Sustainability (H4e) and Job satisfaction for the 
practitioner sample. However, no support was found for 
the hypothesised relationships between Integrity (H4a), 
Ethical commitment (H4b), Ethical guidance (H4c), and Job 
satisfaction.

TABLE 7: INFLUENCE OF INDEPENDENT VARIABLE AND JOB SATISFACTION - PRACTITIONERS

Dependent variable:  Job satisfaction                                           R-Square = 0.396                               
Independent variables Beta t-value Sig.(p)
Intercept 0.858 1.983 0.050

Integrity 0.213 1.750 0.083

Ethical commitment 0.050 0.422 0.674

Ethical guidance 0.050 0.557 0.579

Fairness 0.222 2.107 0.037*

Sustainability 0.293 3.258 0.001**

(*p < 0.05; **p < 0.01)
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The MRA performed using the employee data shows 
that the independent variables explained 53.8 per cent of 
the variance in Job satisfaction (see Table 8). Significant 
positive relationships were found between Ethical 
commitment (beta=0.211; p<0.05) and Job satisfaction, 
and between Fairness (beta=0.298; p<0.05) and Job 
satisfaction. No relationships were found between the 
independent variables Ethical guidance, Integrity and 

Sustainability, and the dependent variable Job satisfaction. 
Against this background, support was found for the 
hypothesised relationships between Ethical commitment 
(H4b) and Fairness (H4d), and the independent variable Job 
satisfaction for employee sample. However, no support 
was found for the hypothesised relationship between 
Integrity (H4a), Ethical guidance (H4c) and Sustainability 
(H4e), and the dependent variable Job satisfaction.

TABLE 8: INFLUENCE OF INDEPENDENT VARIABLE AND JOB SATISFACTION - EMPLOYEES

Dependent variable:  Job satisfaction                                            R-Square = 0.538
Independent variables Beta t-value Sig.(p)
Intercept 1.231 4.367  0.000           

Integrity 0.193 1.753 0.082

Ethical commitment 0.211 2.238 0.027*

Ethical guidance -0.065 -0.713 0.477

Fairness 0.298 3.379 0.001**

Sustainability 0.089 1.022 0.309

 (*p < 0.05; **p < 0.01)

DISCUSSION

The primary objective of this study was to establish the level 
of ethical leadership displayed by self-employed healthcare 
practitioners in the Eastern and Western Cape, and to 
investigate whether such leadership influences the levels of 
Job satisfaction of practitioners and employers in practices.  
As in the case of several other studies, ethical leadership 
was considered as a multidimensional construct consisting 
of Integrity, Ethical commitment, Ethical guidance, Fairness 
and Sustainability in this study. Sufficient evidence of validity 
and reliability was established for the constructs used in the 
study. 

Ethical commitment returned the highest mean score for both 
the practitioner and the employee sample groups, followed 

by Integrity and Ethical guidance. For both groups, the vast 
majority agreed with the statements measuring Ethical 
commitment, Integrity and Ethical guidance. Furthermore, 
the healthcare practitioners returned significantly higher 
mean scores for Ethical commitment, Integrity and Ethical 
guidance compared to employees. However, only the 
difference detected for Ethical commitment was of moderate 
practical significance, while the differences for Integrity and 
Ethical guidance were small. These results imply that self-
employed healthcare practitioners perceive that they display 
higher levels of Ethical commitment, Integrity and Ethical 
guidance than their employees perceive that they do. 

Sustainability returned the lowest mean score for the 
practitioner sample group and the second-lowest mean 
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score for the employee sample group, while Fairness 
reported the second-lowest mean score of the dimensions 
of Ethical leadership for the practitioner sample and the 
lowest for the employee sample group. The majority 
of respondents from both sample groups agreed with 
the statements measuring Sustainability and Fairness. 
Although self-employed healthcare practitioners returned 
a lower mean than employees for Sustainability, no 
significant difference was found. However, healthcare 
practitioners returned a significantly higher mean score 
for Fairness than employees, but this difference was 
of small practical significance. This suggests that self-
employed healthcare practitioners perceive that they 
demonstrate higher levels of Fairness than perceived by 
employees. With regard to Job satisfaction, practitioners 
returned similar mean scores, with the majority of the 
respondents agreeing that they are satisfied with their 
jobs.

The findings regarding the level of ethical leadership as 
measured by the dimensions investigated in this study 
are in line with the literature (Piccolo et al., 2010:261), in 
suggesting that ethical leaders make fair and balanced 
decisions, stress moral values, are trustworthy and 
caring, and offer subordinates autonomy in their work 
as well as the opportunity to participate in assignments 
that have a meaningful impact on others. From these 
findings it can be concluded that the self-employed 
healthcare practitioners who participated in this study 
were practising ethical leadership in their healthcare 
practices. In addition, the differences in the perception 
of the healthcare practitioners and their employees 
could be attributed to social desirability bias. Zikmund 
and Babin (2012:158) as well as Kreuter et al. (2008) 
report that social desirability bias is more likely to occur 
when sensitive information is required, as was the case 
in this study. For example, sensitive information included 
statements such as:  I am a person who keeps promises; 
I am a person who genuinely cares for the welfare of 
others; I am a person who opposes the use of unethical 
practices to achieve success; I am a person who shows 
strong concern for ethical and moral values.

The results of the multiple regression analyses revealed 
that significant positive relationships existed between the 

independent variable Fairness and the dependent variable 
Job satisfaction for both the healthcare practitioner and 
employee sample groups. This means that the more the 
healthcare practitioners and their employees perceived 
the practitioners as individuals who do not hold employees 
responsible for problems that are out of their control 
or not their fault, and who are fair and unbiased when 
assigning tasks, evaluating performance and rewarding 
subordinates, the more likely they are to experience their 
jobs as rewarding, enjoyable, fulfilling and satisfying. 
This finding is supported by several studies (Kalshoven 
et al., 2011:25; Piccolo et al., 2010:261; Treviño & Brown, 
n.d.:74) which also report positive relationships between 
Fairness and Job satisfaction (Kalshoven et al., 2011:25). 
In addition, the findings of the current study correspond 
with those of Okpara and Winn (2008:946), who found 
that the ethical conduct of leaders has a positive influence 
on employee job satisfaction.

A significant positive relationship was also reported 
between Sustainability and the Job satisfaction for the 
practitioner sample group. This finding suggests that the 
more self-employed healthcare practitioners perceive 
themselves as leaders who display Sustainability, the 
more likely they are to perceive their involvement in the 
healthcare practice as rewarding, enjoyable, fulfilling 
and satisfying. This finding is supported by the study of 
Kalshoven et al. (2011:25) who found a positive relationship 
between sustainability and job satisfaction. In addition, 
the MRA performed using the employee data showed 
that a significant positive relationship existed between 
Ethical commitment and Job satisfaction. This finding 
suggests that the more the self-employed healthcare 
practitioners are perceived by employees as leaders who 
are concerned about ethical and moral values, who insist 
on doing what is fair and ethical, regard honesty and 
integrity as important, who value ethical behaviour more 
than success, and who are more concerned about doing 
what is right rather than looking “good”, the more likely 
the employees are to experience their involvement in 
the healthcare practice as rewarding, enjoyable, fulfilling 
and satisfying. This finding is supported by Çelik et al. 
(2015:59), who report that leaders who promote ethical 
standards positively influence employee job satisfaction 
while strengthening organisational commitment.
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RECOMMENDATIONS

Given the finding of this study, self-employed healthcare 
practitioners should strive to improve their levels of Ethical 
leadership by means of the following actions to improve 
their Fairness, Sustainability and Ethical commitment:

Self-employed healthcare practitioners should show 
Fairness by not holding employees responsible for 
problems that were out of their control or not their fault. 
Self-employed healthcare practitioners should use 
schedules to document all the responsibilities assigned 
to employees. The schedules should be displayed in 
the office where they can be easily accessed by both 
parties. In this way both practitioners and employees 
will know the responsible parties, should a problem 
occur. Self-employed healthcare practitioners should 
be fair and unbiased when assigning tasks, evaluating 
performance and rewarding subordinates. They should 
create a working environment that is considered 
by employees to be fair, by making decisions that 
are just. This means that self-employed healthcare 
practitioners should carefully consider all possible 
factors and ethical principles in order to make fair 
decisions regarding employees. For example, when 
self-employed healthcare practitioners make decisions 
concerning salary increases, they have to consider 
factors such as the financial success of the practice, 
employee performance, market-related remuneration, 
industry standards, position and employee experience. 
In addition, healthcare practitioners should implement 
a transparent process for the distribution of rewards, 
employee evaluations, disciplinary action, promotions, 
and the acceptance or rejection of candidates. 

Self-employed healthcare practitioners should seek 
to work in an environmentally friendly manner, and 
encourage the employees to adopt this behaviour. This 
can be done by reducing the practice’s carbon footprint. 
Environmental sustainability should be included in the 
business’s strategic intentions – its vision and mission 
statement. Healthcare practitioners should also ingrain 
sustainability into the values and organisational culture of 

their businesses. In addition, self-employed healthcare 
practitioners should encourage employees to use 
electricity wisely, they should educate employees about 
preserving the environment and should encourage them 
to recycle waste and save water. These initiatives may 
not only enable the practice to save natural resources, 
but can also lead to operational cost reductions and to 
an improved reputation.

Self-employed healthcare practitioners should role-
model and emphasise the importance of giving back to the 
community. They should set an example for employees 
by participating in community outreach programmes 
and inspire employees to do the same. They can do this 
by volunteering, fundraising, sponsoring or participating 
in educational or sporting activities. They can also 
get involved in youth development programmes. Self-
employed healthcare practitioners could also participate 
in healthcare exhibitions and possibly offer their services 
to underprivileged individuals for free. They should also 
be involved in initiatives that provide primary healthcare 
services to underprivileged communities.

Self-employed healthcare practitioners should show 
concern about ethical and moral values by practicing 
Ethical commitment. They should do this by stringently 
applying ethical values such as confidentiality, 
truthfulness and human rights. They should also abide 
by and display the ethical code of conduct of the HPCSA 
in their healthcare practices and should not be involved 
in overcharging and over-diagnosing patients. They 
should also endeavour to attend conferences on ethics 
in healthcare. In this way, the self-employed healthcare 
practitioners will be displaying their own commitment 
to ethical behaviour to their employees. Self-employed 
healthcare practitioners should encourage employees to 
attend dialogues about ethical behaviour in healthcare 
practices. They should promote ethical awareness 
among their employees by having conversations about 
ethics, and should encourage discussions about ethical 
concerns in healthcare. They should also clearly explain 
expected ethical behaviour to employees as well as the 
consequences of unethical behaviour. 
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AS PERCEIVED BY HEALTH CARE MANAGERS AND 

PRACTITIONERS

ABSTRACT

The research aims to examine the effect that business 
ethics and ethical principles have as a success factor for 
business within the pharmaceutical sector. The main purpose 
of the research was to determine whether ethical business 
behaviour in the pharmaceutical business environment is a 
success factor to sustainable business. The research explored 
whether or not managers drive ethical behaviour within the 
pharmaceutical companies in the pursuit of achieving sales 
targets.  There has been media coverage in the international 
press about pharmaceutical companies being fined for 
unethical business practice.  

The research applied qualitative exploration methodology 

as the investigative tool with a purposefully selected 
sample of managers from pharmaceutical companies and 
healthcare practitioners, who have direct dealings with the 
pharmaceutical industry. The sample consisted of a total 
of 12 individuals; seven managers from pharmaceutical 
companies and five healthcare practitioners. The intention 
was to provide a cross-functional perspective on the 
business practices within the pharmaceutical industry by 
exploring stakeholders’ views from within the organisations 
(internal stakeholders) and the society they service (external 
stakeholders). Main finding was that companies would bend 
the rules in order to succeed. 

Keywords:  ethical behaviour, ethical principles, 
pharmaceutical sector and healthcare practitioners. 
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INTRODUCTION 

Over the past few years South Africa has made great strides 
in following its European and American counterparts, and 
has managed to develop highly effective models for the 
regulation of the pharmaceutical industry (Laban, 2003). All 
of the companies that operate within the healthcare -sector 
deal directly with the public sector, medical aids and hospital 
groups; and all of the promoted products require registration 
with the Medicines Control Council (MCCZA, n.d.). 

Local pharmaceutical subsidiaries normally follow the 
principles and values of the parent companies and are 
in most cases regulated strictly according to international 
legislation, especially since most of the parent companies 
are headquartered in the United States of America (USA) 
and Europe (Chartier, n.d.; Miller & Eden, 2003). Local 
distributors, on the other hand are less regulated as they are 
separate entities, and do not report directly into the parent 
company of the products they distribute (Miller & Eden, 
2003).  In recent times the South African economy, like the 
rest of the world, has been under financial pressure due to 
the global financial crisis and local market pressures. This 
has led to a decline in many of the sectors, including the 
healthcare sector. Another factor affecting the healthcare 
industry is constrained healthcare resources (Frost & 
Sullivan, 2009). Likewise medical funders are becoming 
more cautious with authorisations, and hospital groups 
being more reluctant to keep high value items in their 
inventory (Kruger, 2012). 

With negative press around unethical practices within the 
international pharmaceutical industry  (Boseley, 2011; 
Kelton, 2012), it is envisaged that the knowledge derived 
from the research would provide new insights into the ethical 
business practices within the South African pharmaceutical 
industry, which could be used as a basis for further research 
into certain aspects of ethics within the pharmaceutical 
industry 

LITERATURE STUDY

In terms of ethical behaviour, Rossouw (2002:4) discusses 
ethical behaviour as “behaviour that considers not only 

what is good for oneself but also what is good for others”. 
Wines (2008) confers that people’s actions which relate 
to people’s behaviour, and maintain that a person’s moral 
code is a set of moral principles that guides their actions. 
Holme (2008:249) discusses moral principles and defines 
ethics as “a moral principle or set of moral values held by 
an individual”.

Business Ethics

Crane and Matten (2003) wrote that business ethics is the 
study of business situations, activities and decisions where 
issues of right and wrong are addressed. This view is similar 
to that of Lewis (1985), where he discusses business ethics 
as rules, standards, codes, or principles which provide 
guidelines for moral behaviour and truthfulness in precise 
situations. According to Hertz (2006) goodwill and reputation 
are essential levers to businesses success, which relates 
to Kermani (2006); in that Kermani proclaims that public 
view and opinion are negatively impacted by negative 
press and a company should strive to have a positive and 
good standing with the public. Comite (2009) views ethics 
in a good perspective by stating that ethics concerns 
an individual’s behaviour towards the company, other 
company employees, third parties (suppliers, customers, 
shareholders, etc.), and also sensitivity to the environment. 
This view is in line with the views of the earlier researchers 
(Lewis, 1985; Connock and Johns, 1995; and Crane and 
Matten, 2003). 

In spite of numerous historically well-known and documented 
occurrences of ethical transgressions being reported in the 
international media, there are many cases that are still not 
being reported. An example of this was in 2009; where 49% 
of United Stated employees report that they witnessed 
wrongdoing, and only 63% of those employees went further 
to report it (ERC, 2009; Thompson et al., 2010). Research by 
Kaptein, Huberts, Avelino, and Lasthuizen (2005) estimated 
that during one year in an American public organisation 
with 1,000 employees, 34% of the employees observed 
instances of sexual provocation or hostile work conditions, 
26% observed tainted and deceptive information being 
provided to the consumers or media, and 11% observed an 
offer of entertainment, gifts and bribes to influence business 
(Kaptein et al., 2005; Thompson et al., 2010). 
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In a South African context, South Africa is regarded as the 
country with the highest rate of white-collar crime globally, 
which includes various forms of fraud and corruption (De 
Koker, 2007; Rabl & Kuhlmann, 2008). In Transparency 
International (2014), which reviewed 175 countries on the 
corruption perception indices, South Africa was ranked as 
the 67th most corrupt country with a score of 44, where 
100 is perceived as highly unblemished and zero as totally 
corrupt. As discussed in Woermann (2012), in Eusebius 
McKaiser’s opening address at the second annual ethics 
conference for the Ethics Institute of South Africa in May 
2012, indicated that the South African society is ethically 
appalling, and is due to people not understanding the 
difference between law and ethics. McKaiser is a political 
and social analyst at Wits Centre for Ethics, and further 
identified that this attitude exists in both the public and 
private sector, and is often under reported in the private 
sector.

Ethical leadership 

There has been various opuses of ethics literature 
dedicated to discussing and understanding business 
ethics, in the sense of what is morally right and wrong 
from a business context, and more importantly why 
business leaders partake in unethical and immoral 
conduct (Svensson & Wood, 2008; Peterson, Albaum, 
Merunka, Munuera & Smith, 2010; Drover Franczak, and 
Beltramini, 2012).  James Copeland, former Deloitte & 
Touche CEO, discussed business ethics by stating that 
“the only common denominator [in financial and business 
failures] seems to be unethical behaviour and a lack 
of character and integrity” (Copeland, 2005:36). Rose 
(2007:320) maintains, “ethical problems have stemmed 
from the fact that our business leaders are hollow and 
lack appropriate moral and ethical standards.” These 
views imply that business leaders, in general, are 
naturally unethical and lack morality. 

The works of Peus, Kerschreiter, Frey, and Traut-
Mattausch (2010:198) defines ethically-oriented 
leadership as ‘‘being characterized by a leader’s concern 
for others, his/her attempt to act in concordance with 
ethical principles as well as his/her communication of 
these principles to followers, and finally his/her being a 

role model to followers’’. Peus et al. (2010) elude that there 
is a relationship between ethically-oriented leadership 
and company performance.  Further highlighting the 
importance of leadership for company success, Strobel, 
Tumasjan, and Welpe (2010) also support the idea 
that a company leaders’ ethical behaviour affects that 
companies appeal, in that it affects whether one would 
pursue employment within a particular company. This 
is also supported by the works of Tanner, Brugger, van 
Schie, and Lebherz (2010), who argue that a key element 
of ethical leadership relates to whether the leaders’ 
ethical values are regularly reflected in behavioural 
patterns across varied situational challenges. 

Competition

Shleifer (2004) studied the effects of market competition 
and the company’s unethical behaviour. Shleifer’s 
research indicated that this behaviour was due to 
market competition in relation to child labour, corruption, 
high executive salaries, and manipulation of corporate 
earnings. Shleifer (2004) looked at what strategies could 
be used to reduce the unethical conduct. He concluded 
that competition is the essential source of technological 
advancement and global wealth creation. The very same 
market forces that might incite unethical behaviour, 
also motivates companies to innovate and create new 
products, leading to economic progression.

As societies’ flourish their willingness to pay for ethical 
behaviour increases, through government imposition and 
private choice. This leads to both moral and regulatory 
approvals that work better in the economically wealthier 
countries, leading to more ethical behaviour (Shleifer, 
2004). In contrast, Miron, Dima and Paun (2011) have a 
pragmatic view that success in business is independent 
from ethics, and is more often than not, due to unethical 
practices. In certain instance, people who have adopt 
unfair practices have gained competitive advantages 
that allowed them to gain market position over their 
competitors and has even resulted in their consumers 
being prejudiced.  Within the pharmaceutical industry 
some sales methods go beyond what is normally 
acceptable and can lead to bribery and corruption. In the 
pursuit of personal gain the company, its stakeholders and 
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the public are disadvantaged. Pharmaceutical companies 
offer travel incentives to medical practitioners so that 
they can gain favour from the practitioner prescribing the 
company’s products (Fassin, 2005). 

Societal view of ethical business behaviour

Society’s view of a company is determined by the way 
society perceives where a company conducts itself in an 
ethical or unethical manner. Three aspects of ethics have 
been discussed by Orme and Ashton (2003); namely 
social ethics, transcendental ethics and tactical ethics. 

The researcher summarises that where Orme and 
Ashton (2003) discuss ethics in terms of doing right from 
wrong and obeying laws; Comite (2009) discusses ethics 
in terms of behaviour towards the company, respecting 
fellow colleagues and external company relationships. 
In this way Orme and Ashton (2003) differ from Comite 
(2009) on the aspects of ethics, Comite’s view is geared 
towards the organisation, whereas Orme and Ashton’s 
view is geared towards society in general.

Purpose of the research

The research explores the views and opinions of the 
sample with regards to the role of business leaders in 
driving ethical behaviour within the pharmaceutical 
companies. It was envisaged that the knowledge derived 
from the research would provide new insights into the 
ethical business practices within the pharmaceutical 
industry.

Research questions:  How does business ethics within 
the Gauteng pharmaceutical industry influence managers 
and healthcare practitioners? 

Objectives: 

• To examine managers and health practitioner’s  
views, of pharmaceutical companies, with  
respect to ethical business behaviour.

• To understand the influence competition has on 
ethical business practices.

RESEARCH METHOD  

In order to best understand and examine the views 
of healthcare practitioners and managers within the 
pharmaceutical industry, a qualitative approach was most 
suitable, and further to this an exploratory research method 
was followed. The qualitative research method allowed the 
researcher to get deeply involved with the participants and 
gained deeper understanding of their opinions regarding 
ethical business behaviour within the pharmaceutical 
industry. This is in line with the works of Neville (2007) and 
Zikmund (2009).  Since the researcher explored the topic 
from a stakeholder perspective, exploratory methodology 
was undertaken.  A nonprobability sampling technique was 
utilised. The rationale for using this method is based on 
the objectives and exploratory nature of the research and 
the convenience for the researcher to conduct the face-
to-face interviews (Bryman and Bell (2003) and Zikmund 
(2009).

All research has some elements of ethical issues. Ramos 
(1989) defines three types of problems that have an 
impact on qualitative research: the researcher/participant 
relationship, the researcher’s idiosyncratic interpretations 
of data, and the research design itself. Credibility: 
Credibility of the study was insured by adopting a well-
recognised research method, that is, in-depth interviews 
where interviewees were given the opportunity to explain, 
qualify and expand their answers to the questions asked.  
Care was taken to search for current literature and 
literature from South Africa and abroad.

Research population and sample

The population of this research study consists of two main 
segments:

Pharmaceutical companies operating within Gauteng, 
and healthcare practitioners operating within the Gauteng 
private healthcare environment.  From a healthcare 
practitioner perspective, in the MEDpages October 2013 
update, there are currently more than twenty three thousand 
registered healthcare practitioners in South Africa, with 
more than eight thousand operating in Gauteng.. 
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In terms of the pharmaceutical companies, there are over 
four hundred registered companies in South Africa, with 
more than two hundred and fifty being based in Gauteng 
(Medpages,2013). Of these companies more than 90% 
of the pharmaceutical companies have head offices 
based in Gauteng. The Company managers comprised 
middle to senior (executive) level managers within the 
pharmaceutical industry that have people responsibility, 
with those at middle level management fulfilling roles 
of sales and product management, and those at senior 
level having more strategic and financial responsibilities 
towards the company. 

The HCP group comprised medical professional that are 
all trained and skill medical doctors, with some fulfilling 
roles of general practitioners and other more specialised 
roles like those of Specialist Physicians, Paediatrics and 
Anaesthesiology.

Data analysis:  A directed content analysis approach 
was used. The data collected from the respondents was 
classified into sections based on common codes. The 
researcher used codes as means to summarize the 
varying views of the respondent’s. 

FINDINGS

As a collective a total of twenty seven codes were 
derived from these two groups, twelve from the company 
management group and fifteen from the health care group. 
Eight codes were found to have similar themes for both 
group of respondents and are used as focal points as it 
compares the views of the two respondent groups. 

The eight main areas that have similarities for both groups 
of respondents, as it relates to ethical business practice are:

• The changing business environment 

• The business environment for generics and 
originators

• Ethical codes and regulations for corporate 
governance

• Balance between generating revenue and ethical 
practices

• The influence of personal values and upbringing on 
business behaviour

HCP influence on pharmaceutical industry behaviour
The end user influence on pharmaceutical industry 
behaviour
Governments influence on pharmaceutical industry 
behaviour

Respondent’s demographics  

An interesting observation is that even though the age 
group range for both respondent groups are similar, 
the management group as a collective surpasses the 
HCP group in terms of experience in their related fields.  
Table1 illustrates the demographics of each respondent 
in the management group. The lettering allocated to each 
respondent is fictional and used as a means to easily 
identify the individual respondents.
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TABLE 1:  MANAGEMENT GROUP:  DEMOGRAPHICS AND BACKGROUND.

 KN SR ES CA LN SM SG
Years in Pharmaceutical 
Industry 15 14 15 10 6 6 22

Gender Female Female Male Female Female Female Female

Senior/Middle management Senior Senior Middle Middle Senior Middle Senior

Type of company Originator Originator Originator Originator Generic Originator Originator

Ethnic group Indian White African White Indian Indian Indian

This group of respondents comprise five HCP’s, all 
practicing within the borders of Gauteng.  In order to protect 
the anonymity of all the respondents, fictitious lettering is 

used by the researcher to identify each individual HCP. 
Table.2. illustrates each respondent’s background and 
demographic profile. 

TABLE 2: HCP GROUP:  DEMOGRAPHICS AND BACKGROUND.

 Dr NG Dr SM Dr ND Dr RP Dr SC

Years practicing 12 3 5 6 8

Gender Male Female Female Male Male

Specialist/GP GP Specialist Specialist Specialist Specialist

Private/Public Private Public Public Public Private

Ethnic Group Indian African Indian White Indian

(Researchers own construct)

Interpretation of the identified codes 

Management Group 

This analysis of the data collected out of the interviews 
within this group of respondents led to twelve coding 
areas being identified, eight of which had distinct themes 
and four that showed similar themes. The four codes with 

similar themes were pooled into a one major theme that 
being societies view of pharmaceutical companies. Table 
3, provides a brief description of the twelve codes as 
identified by the researcher.  
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Table 3: Management group code descriptions

Codes Description
A Ethical business practics exist
B Changing business environment
C Business environment for generics and originators
D Ethical codes and regualtions for governance
E Driving ethical behaviour
F Balance between generating revenue and ethical practices
G Influecne on Copany Morale
H Personal values and upbringing infuence on business behaviour

I1 HCP influence on industry behaviour

}

SO
C

IETY’S 
VIEW

I2 End user influence on industry behaviour

I3 Shareholders influence on industry behaviour

I4 Governments influence on industry behaviour

(Researchers own construct)

Ethical business practices:  

An area of interest was the mixed views from the 
respondents in relation to ethical practices. Only two of 
the seven respondents believed that ethical behaviour and 
practices exists within the industry as standard practice, 
whereas the other five believed that ethical behaviour was 
only a form of window dressing portrayed by companies in 
order to appease the general community.  From the data 
collected it would seem that pharmaceutical companies 
are perceived to be unethical and that ethical behaviour is 
a façade portrayed by companies, even by those that work 
within these industries.

Driving ethical behaviour : 

In terms of driving ethical behaviour six of the respondents 
in this group believe that this is largely driven by the 
company’s leadership and that leadership sets the tone 
for the rest of the employees of the company. Only one 
respondent believes that everyone is responsibility to 
drive this behaviour and this is not necessarily driven 

by company leadership. What is more of interest is the 
respondent that differs in opinion from the others is the 
only respondent working for a generic company.   From 
the data collected it would seem that most respondents 
believe that company leadership drives behaviour and that 
in some instances this could be in the form of unethical 
behaviours..

Influence on company morale

Four of the seven respondents provided feedback on 
the influence ethical behaviour has on company morale. 
In these instances the respondents suggest that morale 
varies for customer facing employees and office based 
employees, and the effect on ethical or unethical behaviour 
differs for these two groups, due to the very nature of their 
roles within these companies. The respondents further 
suggest that ethical behaviour has positive influence on 
company morale, except if your personal make up is to be 
unethical and in this instance you will either adapt to the 
company requirements or leave.  From the data collected 
it would seem that most respondents believe that ethical 
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behaviour has an influence on company morale yet it does 
differ for different departments within these companies.

Shareholders influence on industry 
behaviour

Four respondents provided input on the influence of 
shareholders on company behaviour. Of these there 
are conflicting opinions amongst the respondents on 
shareholders influence on ethical business practices.
From the data collected it would seem that most 
respondents believe that shareholders have influence on 
business behaviour, yet not all believe that shareholders 
will influence ethical business behaviour. What they all do 
agree on is that for shareholders it is about the money at 

the end of the day, and that is what matters to shareholders 
beyond anything else.

Healthcare practitioners group

The HCP group data provided fifteen coding areas, twelve 
of which had distinct themes and three that showed 
similar themes. The three codes with similar themes 
were pooled into a one major theme that being societies 
view of pharmaceutical companies. During the course of 
the analysis the researcher identified that codes E and L 
relates to same codes and where combined to form one 
code by the researcher. Table 4 provides a brief description 
of the fifteen codes as identified by the researcher.

TABLE 4: HCP GROUP CODE DESCRIPTIONS

Codes Description

A Companies are mainly sales and profit driven

B Companies still provide freebies (give aways) and incentives 
C Companies ethical standpoint
D Product marketing and use of literature 
E Individual choice and free will exists  
F Leadership’s role in driving ethics and culture  
G Competitive pressure and market influence 
H Regulation and codes that drive practice behaviour } 

 

   S
ociety’s view

I1 HCP influence on industry behaviour
I2 End user influence on industry behaviour
I3 Governments influence on industry behaviour
J Business environment for generics and originators
K Balance between generating revenue an ethics 
L Doing what’s best for the patient

M Personal values and morals on business behaviour 

(Researchers own construct)
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Companies are mainly sales and profit driven

Three respondents provided opinions on what they 
believe is the driving factor pharmaceutical companies 
market and sell products.  From the data collected it would 
seem that these respondents believe that pharmaceutical 
companies are profit driven and that the drive to generate 
profit surpasses the company’s moral obligations to help 
treat and heal people.

Companies entice HCPs to prescribe 

The respondents all had opinions of the influence 
pharmaceutical companies have on them as prescribers, 
and the use of incentives to sway the use of certain products 
by individual HCP’s. From the data collected it would seem 
that the opinion was mixed among the respondents with 
some believing that incentives did still influence prescribing 
and others believing that it no longer had an effect. 

Company’s ethical standpoint

The opinions of two respondents would suggest that 
companies would bend the rules in order to succeed, 
whereas one respondent would suggest that a scale 
exits in terms of ethical practice within pharmaceutical 
companies. Based on the opinions of the respondents in 
terms of companies’ ethical standpoint, it seems that there 
is varied opinion on where pharmaceutical companies 
feature in this regard.  

Product marketing and use of literature

Some of the respondents noted that that companies’ 
manipulate marketing material and product literature to 
highlight the benefits of their products. From the data 
collected it would seem that the respondents believe the 
marketing material is sometimes biased to best show the 
positive aspects of particular products.

Freedom of choice to do what’s best for the 
patient

The respondents had mixed opinion on their freedom 
to do what was right for the patient and how they are 

influenced by the companies they deal with. Most agree 
that as clinicians they need to do what was best for the 
patient and use the best drug available. One noted that 
they need to evaluate the options and then decide what is 
best. Another noted that companies do have an influence 
on their prescribing, with a third noted that it is a question 
of one’s moral make-up that affects their decision to do 
what is right for the patient or for their own benefit. 

Company leadership’s role in driving ethics 
and culture

The respondents noted that company leadership influences 
behaviour of the employees within the companies. They 
further noted that leadership can have a negative influence 
on ethical practices of the employees. The data collected 
suggests that most respondents believe that leadership 
creates an environment to conduct unethical practices by 
the employees and that they are ultimately responsible for 
the actions of the employees.

Codes that relate to both the HCP and 
Management Groups

The changing business environment

One of the main areas of interest for the researcher 
was the effect of the changing business environment 
and competitive forces on ethical business practice, and 
whether this would have a positive or negative influence 
on ethical business practice within an organisation. 
Through the course of the interviews, the respondents 
from both groups shared their own insights and opinions 
on this subject and this allowed the researcher to gain 
further insight into the effect of the changing business 
environment on ethical business practice.

The data collected suggests that most of the respondents 
believe that the changing business environment and 
increased competitive forces are causing companies and 
their leadership to undertake innovative and sometimes 
unethical practices to generate revenue. Of interest 
to the researcher was that both groups had similar 
opinions as to what companies would do to make sales, 
although respondents from the company management 
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group were more vocal about the unethical practices 
undertaken.

The business environment for generics and 
originators

The two groups of respondents seem to suggest that there 
are different rules for different pharmaceutical companies 
in and that this is not as clear cut as different rules for 
generic and originator companies but extends to the size 
of the company as well. All seven respondents in the 
company management group suggest that the generic or 
small, local companies play by a more lenient set of rules 
than their Multinational counterparts. Two respondents 
from HCP group also seem to suggest that the rules are 
different for originator and generic companies, and also 
suggest that generics are more inclined to bend the rules. 

Ethical codes and regulations for corporate 
governance

In terms of ethical codes and corporate governance the 
opinions of both groups seem to differ. Three respondents 
from the HCP group seem to suggest that the regulations 
are firmly in place and govern how companies conduct 
themselves. They further seem to suggest that the 
regulations have actually worked to improve the situation. 
The company management group on the other hand 
seem to have mixed views on the ethical codes. Four 
respondents perceive it as guidelines that companies 
actively utilise to conduct themselves in ethical manner, 
whereas three respondents seem to believe that they 
are in place so that at face value companies seem to 
be playing ball. The management group see the ethical 
codes and governance as guidelines that are not actively 
enforced, but forced to adhere to due to fear of bad press 
in the global media. 

Balance between generating revenue and 
ethical practices

The data collected suggests that four respondents from 
the management group believe that there is a fine balance 
between generating revenue and doing business in an 
ethical manner. They further believe that some aspects 

are non-negotiable when it comes to ethical practices, and 
others are not. Three respondents from the HCP group on 
the other hand note that ethical practices are overlooked 
by companies in order to generate revenue. 

The influence of personal values and 
upbringing on business behaviour

The data collected suggests that at least three respondents 
from each group believe that personal values is inherent 
and one does bring this into any company that they work 
for. The researcher noted that the HCP group believes 
that although personal values plays a role, the need to 
succeed and make the sale in order to earn a living will 
overshadow one’s personal value set.

HCP influence on pharmaceutical industry 
behaviour

The data collected suggests that all seven respondents 
from the management group believe that HCP’s can 
and do influence how companies conduct themselves in 
terms of ethical behaviour. The data from HCP group is 
not a clear cut as with the company management group.  
Four of the respondents believe that as doctors they can 
influence change, but that they are not united in their 
willingness to influence change. So they do not have 
the strength in numbers to influence the way companies 
conduct themselves. Only the one HCP respondent with 
the least years practicing believes they can influence 
pharmaceutical companies to change their behaviour.

The end user influence on pharmaceutical 
industry behaviour

The data collected suggests that four respondents from 
each group are of the opinion that the end user that being 
the patient does not influence the way pharmaceutical 
companies conducts themselves in terms of business 
ethics. a. The data goes further to suggest that the end user 
in South Africa is not at a level of advocacy and educated 
enough to be able to influence any changes in behaviour, 
and that they don’t care about how companies conduct 
themselves, as the patients have no direct dealings with 
pharmaceutical companies.
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Governments influence on pharmaceutical 
industry behaviour

The data collected suggests that both groups of 
respondents believe government has a negative impact 
on ethical practices of pharmaceutical companies.  The 
respondents go further to note that government acts in 
its own interests and is a corrupt institution that could not 
have any positive influence over driving ethical practices 
within pharmaceutical companies.

Company leadership’s role in driving ethics 
and culture

A key finding from the research suggests that ethical 
leadership has an influence of the ethical course a company 
and its employees embark on; and as leaders the senior 
management within companies can have both positive 
and negative influences on the employees and ultimately 
the business success. The findings suggest that in many 
instances leadership creates an environment to conduct 
unethical practices by the employees and that they are 
ultimately responsible for the actions of the employees.

According to “Value in Ethics” (2006:21), “Conducting 
business in an ethical manner is vital to all businesses. 
There is an ethical dimension of leadership”. This 
statement refers to the link between business leadership 
and ethics, and is also demonstrated by Berenbeim (2005). 
Berenbeim (2005) expresses that business leaders have 
an obligation and responsibility towards their employees to 
instil the ethical values and conduct of the company, and 
to enforce company policies and procedures; including 
rewarding those that report ethical violations.

Company’s ethical standpoint

The opinions of two respondents would suggest that 
companies would bend the rules in order to succeed, 
whereas one respondent would suggest that a scale 
exits in terms of ethical practice within pharmaceutical 
companies. Based on the opinions of the respondents in 
terms of companies’ ethical standpoint, it seems that there 
is varied opinion on where pharmaceutical companies 
feature in this regard.

This is confirmed by Thompson, et al. (2010) that found 
in spite of numerous literary texts on ethical business 
practice and models for ethical business behaviour, many 
companies do not embrace ethical codes of practice and 
many people still do not report ethical misconduct.

Influence on company morale

Four respondents suggest that morale varies for customer 
facing employees and office based employees, and the 
effect on ethical or unethical behaviour differs for these 
two groups, due to the very nature of their roles within 
these companies. The respondents further suggest that 
ethical behaviour has positive influence on company 
morale, except if your personal make up is to be unethical 
and in this instance you will either adapt to the company 
requirements or leave.

This is supported by Tenbrunsel and Smith-Crowe (2008) 
who maintain that ethical and intentional behaviour are 
two important but different dimensions, in that people 
make both intentional and unintentional ethical and 
unethical choices. Strobel, et al.(2010) also support  
the idea that a company leaders’ ethical behaviour  
affects that companies appeal, in that it affects whether 
one would pursue employment within a particular 
company.

Ethical codes and corporate governance

In terms of ethical codes and corporate governance the 
responses from the respondents suggest that from a 
HCP perspective the regulations have actually worked to 
improve the situation whereas the company management 
group see the ethical codes and governance as guidelines 
that are not actively enforced, but forced to adhere to due 
to fear of bad press in the global media. 

This is supported by Berenbeim (2000), who mentions 
three developments as evidence of the rising significance 
of corporate ethics codes: 

• Increase in international and global markets with 
a specific need for universally acceptable ethical 
standards;
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• Increase in corporate governance and inclusion 
of these codes through increased board level 
participation in improving literacy amongst senior 
managers with regards to ethical standards; and

• The increasing complexity of the ethics codes.

Companies are mainly sales and profit 
driven

The views held by Sethi (2003); and Svensson et al. (2009) 
that when competition starts having a harmful effect on the 
company and on profitability, then it can  compel  people  
in  the  company into situations that may lead them to 
compromise  their  values  and  ideals.  People could start 
cutting comers or falsifying information in order to make 
the sale.

This  is closely reflected  in the responses  from  the  
respondents  provided  opinions on what they believe is 
the driving factor pharmaceutical companies market and 
sell products. From the data collected it would seem that 
these respondents believe that pharmaceutical companies 
are profit driven and that the drive to generate profit 
surpasses the company’s moral obligations to help treat 
and heal people.

Product marketing and use of literature

Some of the respondents noted that that companies’ 
manipulate marketing material and product literature to 
highlight the benefits of their products. From the data 
collected it would seem that the respondents believe the 
marketing material is sometimes biased to best show the 
positive aspects of particular products.

In literature it was found that over the past few years 
South Africa has made great strides in following its 
European and American counterparts, and has managed 
to develop highly effective models for the regulation 
of the pharmaceutical industry (Laban, 2003). All of the 
companies that operate within this sector deal directly with 
the public sector, medical aids and hospital groups; and 
all of the promoted products require registration with the 
Medicines Control Council (MCCZA, n.d.).

Companies entice HCPs to prescribe

The findings suggest that that the changing business 
environment and increased competitive forces is causing 
companies and their leadership to undertake innovative 
and sometimes unethical practices to generate revenue. 
The respondents all had opinions of the influence 
pharmaceutical companies have on them as prescribers, 
and the use of incentives to sway the use of certain products 
by individual HCP’s. From the data collected it would seem 
that the opinion was mixed among the respondents with 
some believing that incentives did still influence prescribing 
and others believing that it no longer had an effect.  Only 
doctors SC and RP were off the opinion that incentives no 
longer influenced   prescribing.

Fassin (2005) pointed out that within the pharmaceutical 
industry some sales methods go beyond what is normally 
acceptable and can lead to bribery and corruption. In the 
pursuit of personal gain the company, its stakeholders and 
the public are disadvantaged. Pharmaceutical companies 
offer travel incentives to medical practitioners so that 
they can gain favour from the practitioner prescribing the 
company’s products. 

Shareholder influence on pharmaceutical 
industry behaviour

In terms of society’s view on business ethics and ethical 
practices by pharmaceutical companies, the responses 
from the respondents suggest that it is perceived that 
shareholders are driven by share prices and returns on 
investments, and have the ability to influence behaviour yet 
few do.

This is supported by Rushton (2002), who found that in order 
for an organisation to build trust it needs a human face and 
that organisations need to build trust or it will be precluded 
by the shareholders, by consumers and most importantly 
by employees. Cohan (2002) found that a business’s true 
purpose is to make society better off, to create societal 
wealth, not just shareholder wealth generation.

HCP influence on pharmaceutical industry behaviour
The responses from the respondents suggest that people 
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within pharmaceutical industry perceive HCP’s as having 
influence on the actions and behaviour of pharmaceutical 
companies, yet this is contradictory to the views of the 
actual HCP’s. In their minds that have very little influence 
on the way pharmaceutical companies undertake business 
activities. Four of the respondents believe that as doctors 
they can influence change, but that they are not united in 
their willingness to influence change. So they do not have 
the strength in numbers to influence the way companies 
conduct themselves. Only the one HCP respondent with 
the least years practicing believes they can influence 
pharmaceutical companies to change their behaviour.

The end user (patient) influence on 
pharmaceutical industry behaviour

The respondent’s responses suggest that patients do not 
influence the way pharmaceutical companies conduct 
themselves in terms of business ethics. The data goes 
further to suggest that the end user in South Africa is not 
at a level of advocacy and educated enough to be able to 
influence any changes in behaviour, and that they don’t 
care about how companies conduct themselves, as the 
patients have no direct dealings with pharmaceutical 
companies.

Governments influence on pharmaceutical 
industry behaviour

An unexpected finding is the view of all the subjects on the 
South African Government and Healthcare department’s 
stake and influence on ethical business practices within 
pharmaceutical companies. The  respondents   go   further   
to   note  that government acts in its own interests  and  is  a  
corrupt  institution  that  could  not have any positive influence 
over  driving  ethical  practices  within  pharmaceutical 
companies.

In a South African context, South Africa is regarded as the 
country with the highest rate of white-collar crime globally 
(De Koker, 2007), which includes various forms of fraud 
and corruption). In Transparency International (2014), 
which reviewed 175 countries on the corruption perception 
indices, South Africa was ranked as the 67th most corrupt 
country with a score of 44, where 100 are perceived as 

highly unblemished and zero as totally corrupt. Woermann 
(2012), in Eusebius McKaiser’s opening address at the 
second annual ethics conference for the Ethics Institute of 
South Africa in May 2012, indicated that the South African 
society is ethically appalling, and is due to people not 
understanding the difference between law and ethics.

Recommendations to academic literature

Ethics in the pharmaceutical Industry

A vast amount of literature on business ethics and related 
ethical practices exist in the form of scientific literature, 
especially in terms of international organisations.  A 
major portion of this relates to industries other than the 
pharmaceutical industry, with some scientific literature 
pertaining to ethical practices within the pharmaceutical 
industry. In the context of scientific literature as it pertains 
to the South African pharmaceutical industry very little 
exists in terms of business ethical practices. This study 
contributes to the body of literature on ethics within the 
pharmaceutical environment, yet more current and topical 
scientific literature on the South African context would be 
advantageous and beneficial.

Ethical decision making

The research study affirms the view that senior managers 
and company leadership drive and set the tone for ethical 
decision making and further affirms the view that in order to 
instil a pure culture of inclusiveness within the organisation, 
all levels of the organisation need to be involved in decision 
making and this allows for ownership at all levels (Bauer, 
2009). Past research stated that a company leaders’ ethical 
behaviour affects that companies appeal, in that it affects 
whether one would pursue employment within a particular 
company (Strobel, et al., 2010), and this is in line with the 
study’s notion that leadership creates an environment to 
conduct unethical practices by the employees and that they 
are ultimately responsible for the actions of the employees. 

Ethical codes

Past research has stated that the principal objective of 
ethical codes is to influence the behaviour of employees by 
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serving as guidelines during situations where morals are in 
question (Wotruba, Chonko & Loe, 2001; Marnburg, 2000; 
and Pater and Van Gils, 2003; Singh, 2011), but this study 
also provides the view that ethical codes and governance 
are guidelines that are not actively enforced, but companies 
are forced to adhere to due to fear of bad press in the 
global media. The study also suggests that companies 
would bend the rules in order to succeed, and that a scale 
exits in terms of ethical practice and enforcement of the 
codes within pharmaceutical companies.

Competitive forces

The study offers the view that the changing business 
environment and increased competitive forces is causing 
companies and their leadership to undertake innovative 
and sometimes unethical practices to generate revenue, 
which is supported by past research where it is stated 
that when competition starts having a harmful effect 
on the company and on profitability, then it can compel 
people in the company into situations that may lead them 
to compromise their values and ideals. People could 
start cutting corners or falsifying information in order to 
make the sale ( McKendall et al., 2002; Sethi, 2003; and 
Svensson et al., 2009).

Shareholder influence

The research study offers the view that shareholders have 
influence on business behaviour and that companies need 
to build trust or it will be precluded by the shareholders, by 
consumers and most importantly by employees (Rushton, 
2002). The study differs in that it offers the view that not 
all shareholders will influence ethical business behaviour, 
as what matters to shareholders beyond anything else is 
money or returns at the end of the day. 

Recommendations to pharmaceutical 
companies and government:

Pharmaceutical companies

They study affirms conflicting views in that employees are 
of the view that some aspects are non-negotiable when it 
comes to ethical practices, and others are not, whereas 

customers believe that sometimes ethical practices are 
overlooked by companies in order to generate revenue. 
This is an important practical implication for pharmaceutical 
companies, and the way they are perceived by the 
employees and the stakeholders (customers). 

From a customer perspective the perception around ethical 
practices from pharmaceutical companies is twofold. The 
customers perception that they have limited influence in 
driving ethical behaviour, whereas from a company point 
of view the employees believe that the actions or ethical 
practices of the company is directly influenced by the 
customers view of the company. Companies need to be 
more transparent and inclusive in the decision making 
especially when it pertains to clinic trials and evidence that 
is presented to healthcare practitioners (customers).

Perceptions influences the way companies interact within 
the expectations of society, which in itself has its own 
outcomes (Svensson & Wood, 2008). Companies need 
to realise that the way they interact has an impact on 
their continued business success, and this is influenced 
by organisational values, norms and beliefs (Wiley, 1995; 
Svensson & Wood, 2008).  

The study affirms the view that the generic or small, local 
companies adhere to a more lenient set of governance 
rules than their Multinational counterparts, and that the 
rules are different for originator and generic companies. 
Svensson et al. (2009), suggest that you cannot have truly 
sustainable business practices without being ethically 
focused, and sustainable business practises must be 
aligned and work in congruence with ethical behaviour and 
to ethically sound principles. From a practical perspective 
in order to dispel the notion that the governance rules 
vary for different company sectors, ethical guidelines and 
sound principles need to be enforced by Government that 
is fair and applicable to all companies operating within the 
pharmaceutical sector within South Africa. 

The study affirms the notion that company leadership 
influences behaviour of the employees within the 
companies and that leadership can have a negative 
influence on ethical practices of the employees. This 
is supported by the works of Tanner, et al. (2010), who 
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argue that a key element of ethical leadership relates 
to whether the leaders’ ethical values are regularly 
reflected in behavioural patterns across varied situational 
challenges. In practical terms the study highlights that 
company leadership can influence employee behaviour to 
an extent that affects the overall ethical culture within a 
company, whether it is good or bad.  The recommendation 
is that company leadership recognise the role they play 
in directing the ethical culture within a company and act 
accordingly in line with society’s expectations.

Government

As societies’ flourish their willingness to pay for ethical 
behaviour increases, through government imposition and 
private choice. This leads to both moral and regulatory 
approvals that work better in the economically wealthier 
countries, leading to more ethical behaviour (Shleifer, 
2004). 

Government will greatly benefit by implementing clearly 
defined strategies to direct ethical business practices 
within pharmaceutical companies, but more importantly 
within the Department of Health. The Department of 
Health is seen as an institution that acts in its own interests  
and  is  a  corrupt  institution  that  could  not have any 
positive influence over  driving  ethical  practices  within  
pharmaceutical companies. 

In order to enforce ethical business practices within 
companies, the first step is for the Department of Health to 
put in place strict and transparent measures for in-house 
corporate governance and ‘ethical codes’, so that the 
perception of being a corrupt institution can be overcome. 

The second step is for the Department of Health to put in 
place clear guidelines for monitoring business practices 
for pharmaceutical companies (with consultation with all 
role players within industry), in order to change the notion 
that the government works in its own interest and not in 
the interest of society in general. Government should 
follow the stance taken by the international pharmaceutical 
authorities, and include as part of the guidelines, 
consequence for breach of conduct and publicise that that 
breach conduct. 
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AN ANALYSIS OF SUSTAINABILITY DISCLOSURE OF  
CARBON EMISSION IN THE FERROALLOY INDUSTRY IN 

SOUTH AFRICA

ABSTRACT

The primary energy sources in South Africa are fossil fuel 
based, and is among the world’s most carbon intensive 
economies. Owing to its carbon intensive economic sectors, 
the need for improved environmental reporting practices 
have risen. Ferroalloy production is also regarded as an 
energy intensive industry with high CO2 emissions. Currently 
there is a significant lack of information with regards to CO2 
emission reporting. The purpose of this study is to determine 
to which extent Ferroalloy manufacturers report on their 
carbon emissions. A literature study was completed and 
content analysis was used to analyse the integrated reports 

of Ferroalloy manufacturers. Scope 1 and Scope 2 overall 
compliance is low mainly due to the fact that gasses included 
in calculation for Scope 1 and Scope 2 emissions are not 
reported on at all, as well as the biogenic CO2 emissions 
for Scope 1 not being reported. Scope 3 received only 
11% compliance for the requirements with only 36% of the 
organisations reporting on the CO2 gross direct equivalent 
emissions. In summary, Scope 1 emissions were only 42% 
reported on, Scope 2 only 50% and Scope 3 only 11%.

Keywords: Sustainability disclosure, environmental 
reporting, carbon emission, Ferroalloy industry, South Africa.



MANAGERIAL ECONOMICS, TECHNOLOGY AND ENVIRONMENTAL MANAGEMENT
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  4
ISBN 978-0-620-71113-5

INTRODUCTION

Environmental challenges, such as climate change and air 
and water pollution occur when the assimilative capacity 
of a particular resource is exceeded. Climate change is 
undoubtedly a serious challenge facing the world today, 
and as a result the preservation of the environment 
finds its place on top of the agenda of the international 
community and national governments (Mbadlanyana, 
2013). The primary energy sources in South Africa are 
fossil fuel based, and is among the world’s most carbon 
intensive economies. Energy derived from fossil fuel has 
a harmful impact on the environment. Carbon Dioxide 
(CO2) is a greenhouse gas which is released when fossil 
fuels are burnt. Because South Africa (SA) emits more 
Greenhouse gasses (GHG) than all the other Sub Saharan 
African countries combined, owing to its carbon intensive 
economic sectors, the need for improved environmental 
reporting practices have risen (Mbadlanyana, 2013).

Traditionally, financial statements alone have dominated 
corporate reporting models but users and preparers 
of financial information have realised that financial 
statements provide only a limited perspective on business 
performance, with the information being inherently biased 
towards short term results (Ungerer, 2013). In this sense 
the need for improved communication on environmental 
information has risen. “The absence of reliable baseline 
data makes it difficult to grasp the nature and scope of 
compliance with environmental legislation in South 
Africa” says Melissa Fourie, director of the Centre for 
Environmental Rights (Planting, 2013). South Africa 
is ranked among the top 20 countries measured by 
absolute carbon dioxide emissions, and during the 2009 
Copenhagen climate change negotiations, SA voluntarily 
announced that it would reduce domestic Greenhouse Gas 
Emissions (GHG) by 34% by 2020 and 42% by 2025 from 
business as usual (subject to the availability of adequate 
financial and technical support). During the latest Session 
of the Conference of the Parties to the United Nations 
Framework Convention on Climate Change (COP21/
CMP11) held in December 2015 in France, the main goal 
once again was to reach a new international agreement 
on climate to limit global warming to less than 2° Celsius 
(Klausbruckner, Annegarn, Henneman and Rafaj, 2016).

Finance Minister Pravin Gordon announced in his National 
budget presentation to Parliament on 26 February 2014 
that carbon tax will be introduced from January 2016 
(Donnelly, 2014). The carbon tax will be applicable to 
companies in the electricity, petroleum (coal/gas to liquid), 
petroleum (oil refinery), iron and steel, cement, glass and 
ceramics, chemicals, pulp and paper, sugar, and fugitive 
emissions (Jeffrey, 2013). The policy indicates that carbon 
will be taxed at R120 per tonne CO2, but a fairly complex 
structure is created on how exactly the process will be 
handled (Jeffrey, 2013). This policy was scheduled for 
implementation in 2015, but has been postponed to 2016 
(Klausbruckner, Annegarn, Henneman and Rafaj, 2016).

Carbon tax is generally believed to be a cost effective way 
of reducing carbon output, with the idea that polluters pay 
per tonne of carbon that they release. Carbon tax is aimed to 
change behaviour of companies, but carbon tax could also 
change production patterns, impact on production costs, 
and might even influence international competitiveness of 
firms not subjected to a similar tax. Introducing a carbon 
tax could erode investor confidence and take away some 
investment opportunities (Mbadlanyana, 2013). The 
Department of Environmental Affairs and Tourism (DEAT) 
showed that the major point of sources for CO2 emissions 
are electricity generation, Synfuels, oil refineries and 
other energy intensive industries (Mbadlanyana, 2013). 
The electricity sector is responsible for approximately 
48% of South Africa’s carbon emissions as a result of its 
dependence on coal, where over 80% of electricity supply 
is coal fired (Jeffrey, 2013). The mining and manufacturing 
industry, are both electricity intensive, and contribute 9% 
and 14% respectively to South Africa’s GDP, and account 
for 75% of exports by value (Jeffrey, 2013).

CO2 emissions occur mainly from two sources, namely 
energy and fuel. The energy sector was by far the largest 
contributor to CO2 emissions contributing on average 
88.9% between 2000 and 2010. In terms of energy 
demand South Africa is divided into six sectors namely 
industry, agriculture, commerce, residential, transport 
and other sectors (Deparment of Environmental Affairs, 
2013). The industrial sector can be divided into sub 
sectors of mining, iron and steel, chemicals, non-ferrous 
metals, non-metallic minerals, construction, textiles, wood 
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products etc. The largest subsector is iron and steel which 
consume 27.4% of the total energy utilised by the industrial 
sector (Deparment of Environmental Affairs, 2013). The 
Ferroalloy industry forms part of the industrial sector.

Ferroalloy production is also regarded as an energy 
intensive industry with high consumption of electricity 
and coke and minor fuels and reductants, which mean 
high CO2 emissions (Holappa, 2010). Currently there is a 
significant lack of information with regards to CO2 emission 
reporting. CO2 is the main greenhouse gas from Ferroalloy 
production, although research has shown that CH4 and 
N2O account for an equivalent greenhouse gas emission 
of up to 5% of the CO2 emissions form Ferro-Silicon and 
Silicon metal production (Lindstad, 2006).

THE FERROALLOY INDUSTRY

Ferroalloys are master alloys containing iron and one or 
more non-ferrous metals as alloying elements (Kuenen, 
2013, Holappa, 2010). Ferroalloy plants manufacture 
concentrated compounds that are delivered to steel 
production plants to be incorporated in alloy steels 
(Deparment of Environmental Affairs, 2013). The principal 
Ferroalloys are those of chromium, manganese and silicon. 
Ferroalloys are produced mostly directly in submerged arc 
furnaces, where the submerged arc process is a reduction 
smelting operation. Reactants consist of metallic ores and 
a carbon-source reducing agent, usually coal and coke. 

An alternating current applied to electrodes causes a 
current to flow through the charge between the electrode 
tips. At high temperatures of up to 2000°C in the reaction 
zones, the carbon reacts with the metal oxides to form 
carbon monoxide and to reduce the ores to base metal 
(Holappa, 2010, Lindstad, 2006).

South Africa’s GDP is the 40th highest in the world, but 
South Africa is ranked among the top 20 countries 
measured by absolute carbon dioxide emissions, mainly 
due to the economy being dominated by large scale 
energy intensive primary minerals beneficiation industries 
and mining (CGCSA, 2016; IMF World Outlook, 2016). 
The largest source of emissions in the Metal industry 
sector in South Africa is from the production of iron and 
steel, while Ferroalloys emissions contribution of CO2 was 
23.1% of the total emissions from this sector (Deparment 
of Environmental Affairs, 2013).

A sharp decline in emission levels occurred from 2007 to 
2009 mainly due to the economic downturn at that time, 
but during 2010 emissions in the Ferroalloy industry 
increased by 54, 7% (Deparment of Environmental Affairs, 
2013). Figure 1 indicates the typical emission factor of 
CO2 and CH4 for every one ton of different alloy produced. 
Ferromanganese with 7% carbon content is the lowest 
contributor of CO2 emission with 1,3 ton of CO2 emission for 
every 1 ton alloy produced, while Silicon metal emissions 
are the highest with 5,0 ton of CO2 emission for every 1 ton 
alloy produced.

FIGURE 1: GENERIC C02 EMISSIONS FACTORS FOR FERROALLOY PRODUCTION (TON C02/ TON PRODUCT)

Type of ferroalloy
Emission factor C02 Emission factor CH4

(tonnes per Ferroalloys tonne production)
Ferrosilicon 45% Si 2.5 n/a
Ferrosilicon 65% Si 3.6 1
Ferrosilicon 75%Si 4.0 1
Ferrosilicon 90% Si 4.8 1.1
Ferromanganese (7%C) 1.3 n/a
Ferromanganese (1%C) 1.5 n/a
Silicon manganese 1.4 n/a
Silicon metal 5.0 1.2

Source: GHG Inventory for South Africa 2000-2010
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OBJECTIVE AND MOTIVATION FOR THE 
STUDY

The main objective of this study is to evaluate the level of 
the disclosure of CO2 emissions in the Ferroalloy industry 
in South Africa. Integrated and sustainability reports were 
analysed according to GRI and GHG protocol guidelines 
in order to evaluate how organisation reports adhere to the 
requirements with specific reference to CO2 disclosure. As 
the study focuses on the content of the integrated and the 
sustainability reports of the companies, a brief background 
on these reporting practices are provided in the next 
paragraphs.

BACKGROUND ON REPORTING 
PRACTICES

Stakeholders are interested in both financial and non-
financial information regarding the company and its 
operations (Marx, 2010). Sustainability reports help 
stakeholders to reflect on past performance and provide a 
view to the future, in respect of environmental, social and 
governance initiatives. The sustainability report presents 
the organisations values and governance model, and 
demonstrates the link between strategy and commitment 
to a sustainable global economy (GRI, 2011).

Sustainability reporting in South Africa has gained 
momentum following the release of the corporate 
governance guidelines by King III (Makiwane, Padia and 
Witwatersrand, 2013). King III is non-legislative, but it 
represents the country’s official code for governance best 
practices, and is in line with the Companies Act No71 of 
2008 (Engelbrecht, 2010). The King III report applies to all 
entities, regardless of the manner and form of incorporation 
or establishment (Esser, 2009). Sustainability reporting is 
one of the core aspects of good corporate governance and 
King III requires that sustainability reporting and disclosure 
should be integrated with the company’s financial reporting. 
In this sense sustainability reporting has evolved from the 
extraordinary to the exceptional to the expected (White, 
2012). The purpose of sustainability reporting is also to 
create transparency and accountability in order to allow 
better informed robust decision making.

“Reporting equips companies to strategically manage 
their operations, brand and reputation to stakeholders 
and to improve their ability to manage any risk that may 
compromise the long term sustainability of the business.” 
(KPMG, 2011). Integrated sustainability reporting is more 
about managing than reporting and sustainability should be 
integrated into day-to-day management activities; otherwise 
the sustainability report will become a meaningless report. In 
order to achieve this, stakeholder engagement, both internal 
and external, are required, as well as long term monitoring 
(Mammatt, 2010). The result of King III was that companies 
begun to produce environmental and sustainability reports 
which detail the company’s impact upon the environment and 
the ways that these impacts are measured and monitored.

As early as 1992 when the Rio Declaration on Environment 
and Development and Agenda 21 were adopted during 
the United Nations Conference on Environmental and 
Development, people recognised the need for sound 
environmental information (Department of Environmental 
Affairs and Tourism, 2005). Environmental reporting is 
the disclosure by an entity of environmentally related data 
regarding environmental risks, environmental impacts, 
policies, strategies, targets, costs, liabilities or environmental 
performance to those who have interest in such information 
(Brown, 2005)(SAB&T, 2009). Benefits of environmental 
reporting according to the Association of Chartered Certified 
Accountants (ACCA) are:

• Serving the need for both internal and external 
stakeholders;

• Help to reduce the agency gap between directors and 
shareholders;

• It demonstrates coherence of overall management 
strategy to important stakeholders;

• It increases competitive advantage;

• Public recognition for corporate accountability and 
responsibility;

• Target setting and external reporting drives continual 
environmental improvement;
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• It reduces corporate risk, which may reduce financing 
costs and broaden the range of investors;

• It enhances employee morale and;

• Improved profitability (ACCA, 2014).

The King Code of Governance Principles for South Africa 
(2009) also stated that the current incremental changes 
towards sustainability were not sufficient, and that a 
fundamental shift in the ways companies and directors act 
and organise themselves are needed (Integrated Reporting 
Commitee, 2011). In the past, companies produced various 
reports, and integrated reporting provides a platform for 
reporting on financial and non-financial performance in a 
single report.

Transparency, accountability and leadership are at 
the heart of integrated reporting and form the pillars of 
corporate governance. King III addresses integrated 
reporting and disclosure, clearly emphasising the 
importance of appropriate systems and processes which 
in turn will produce a report to stakeholders that provides 
them with a holistic and reliable view of a company’s 
financial and non-financial results and impact (Ungerer, 
2013). Reporting should be integrated across all areas 
of performance, and should include economic, social and 
environmental factors. While integrated reporting is a 
new concept globally, South Africa has taken the lead in 
terms of urging companies to embrace the concept in their 
reporting (Makiwane, Padia, and Witwatersrand, 2013). 
The ultimate aim of this type of reporting is to provide a 
single report telling stakeholders how the organisation 
reports on impacts on the environment and community 
in which it operates, and how the environment and 
community impact the business of the organisation (Muller, 
2011). An integrated report is to explain to providers of 
financial capital how an organisation creates value over 
time (IIRC, 2013). Integrated reporting is currently only 
compulsory for listed entities in South Africa but every 
business (regardless of its size) can benefit from an 
integrated report. The users of the integrated report should 
be able to determine whether the organisation’s governing 
structures has applied its collective mind in identifying 
the environmental, social, economic and financial issues 

that impact on the organisation, and to assess the extent 
to which these issues have been incorporated in the 
strategy of the organisation (IRC, 2011). In this sense 
the governance aspect of environmental reporting needs 
some attention.

Governance

Environmental governance is critical for the achievement 
of environmental sustainability and ultimately sustainability 
development. Environmental governance is a complicated 
arena in South Africa, partly due to a fragmented and 
evolving legislative framework and a lack of clarity in 
the division of roles and responsibilities across the three 
spheres of government (Middleton, 2011). Environmental 
governance includes the rules, practices, policies and 
institutions that shape how humans interact with the 
environment (Huong, 2009). King III suggests that every 
board in South Africa need to revisits their strategy 
and ensure that sustainability objectives have been 
incorporated in their future plans (Engelbrecht, 2010). 
Risk management is also an essential component of 
governance, and is aimed at assisting companies to 
identify threats to their business. A risk management policy 
should set the tone for risk management and should also 
indicate how risk management support the company’s 
strategy (Makiwane, Padia and Witwatersrand, 2013). It is 
therefore emphasised that companies should be aware of 
environmental risks and should adhere to some internal as 
well as external standards.

Internal standards

“What gets measured gets managed” is a mantra often 
associated with the business world (Dickinson, 2012). 
Organisations must be able to understand and manage 
their Greenhouse gas emissions (GHG) risks if they were 
to ensure long-term success in a competitive business 
environment, and to be prepared for future national or 
regional climate policies.

In order to effectively reduce CO2 emissions, organisations 
need to know what their emissions are, and what the 
sources of the emission are. By measuring and reporting 
their CO2 emissions organisations can have a baseline and 
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from this, with the aid of accredited standards, they can 
establish aggressive but achievable internal standards for 
them. Setting internal standards will help organisations to 
prioritise and focus their reduction efforts on those sources 
with the largest impact, as well as to assist the reduction 
strategy. Aggressive internal standards help to engage 
employees in identifying carbon benefits and show 
stakeholders that the organisation view CO2 emission 
reduction as a priority (Dickinson, 2012).

According to Dickinson of the CDP, they have found that 
annual reporting drives standardization and those internal 
standards can become a key pillar for the organisation. 
Internal measuring and having standards may provide 
third party verification organisations with useful information 
to audit the reported data (Dickinson, 2012). In producing 
the integrated reports companies are urged to also follow 
some external guidelines in order to enhance the quality 
of the reports.

EXTERNAL STANDARDS TO GUIDE 
REPORTING PRACTICES

Regulations require that sustainability reports enable 
readers of emission data to have a clear understanding 
of the operations for which the emissions data has been 
reported. External standards help organisations to quantify, 
monitor, report and verify emissions, and are aimed 
at improving GHG management. External verification 
provides readers and managers increased confidence in 
the data, and ensure that the data can be used for decision 
making (GRI, 2013). The Global Reporting Initiative and 
the Greenhouse Gas Protocol are role players in the 
setting of external guidelines of reporting practices.

Global Reporting Initiative

The Global Reporting Initiative (GRI) is a leading 
organisation in the sustainability arena. The GRI was 
founded in 1997 in Boston, and its roots lies in the US 
non-profit organisations the Coalition for Environmentally 
Responsible Economies (CERES) and in the Tellus 
Institute (GRI, 2013). CERES established a GRI project 
department with the aim of creating an accountability 

mechanism to ensure companies were following CERES 
Principles for responsible environmental conduct.

In practice the materiality of sustainability related information 
is notoriously difficult to establish. Placing a financial value 
on materiality for financial risks is a complex process but 
establishing materiality and materiality thresholds for 
traditional non-financial risks which are hard to quantify is 
far more challenging, if possible at all. In order to address 
the problems a Multi Stakeholder Steering Committee was 
established to develop GRI’s guidance. This guidance 
became a Sustainability Reporting Framework, with the 
reporting principles at its heart. In May 2013, the GRI 
released its fourth generation of its guidelines, the G4 
(GRI, 2013).

There are four Reporting Principals for Defining Content 
featured in the GRI Sustainability Reporting Guidelines that 
should be used in the process for defining report content: 
Materiality, Stakeholder Inclusiveness, Sustainability 
Context, and Completeness (GRI, 2011). There are 
various factors that can influence a nation’s Greenhouse 
gas emissions, including government structure, population 
growth, geography, economic growth, energy consumption, 
technology development, climate and soils, agriculture 
and land use management (Deparment of Environmental 
Affairs, 2013). The next paragraph addresses in more 
detail the guidelines and classifications of the GRI on 
emissions.

Classification of GHG emissions

EN denoted in this section of the GRI is for the Environmental 
category. According to the G4/EN15, organisations need to 
identify direct emissions (Scope 1) of GHGs from sources 
owned or controlled by the organisation including the 
following: Generation of electricity, heating, cooling and 
steam; physical or chemical processing; transportation 
of materials, waste, employees and passengers, as well 
as fugitive emissions (GRI, 2013).) The sources identified 
must be used for calculating the organisations gross direct 
GHG emissions and using relevant Gross World Product 
(GWP) rates, calculate CO2 equivalents for the reporting 
period. Methodologies used to calculate emissions may 
include:
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• Direct measurement of energy sources consumed.

• Mass balance calculations.

• Calculation based on site - specific data.

• Calculation based on published criteria.

• Direct measurement of GHG.

• Estimations, only due to a lack of default figures, but 
assumptions need to be indicated (GRI, 2013).

According to G4/EN16, organisations need to identify 
indirect emissions (scope 2) of GHG’s that result from 
the generation of electricity, heating, cooling and steam 
which is purchased or acquired for own consumption by 
the organisation. Indirect GHG emissions are often much 
greater for organisations than their direct GHG emissions.

The gross indirect energy GHG emissions need to 
be calculated from the above factors. A consistent 
consolidation approach needs to be selected to calculate 
the gross energy indirect emissions. Organisations 
are expected to report standards, methodologies and 
assumptions used to calculate and measure emissions 
(GRI, 2013).

According to G4/EN17 GHG emissions may occur from 
outside of the organisation (scope 3), or result from the 
use of their products, and are often much greater than 
the direct GHG emissions or energy indirect emissions. 
These emissions are a consequence of activities of 
the organisation, but occur from sources not owned 
or controlled by the organisation. These include both 
upstream and downstream emissions. Organisations may 
disaggregate data from upstream emissions such as: 
purchased goods and services, capital goods, business 
travel, employee commuting, fuel and energy related 
activities that are not included in Scope1 and Scope 2 
emissions. Downstream emission costs could include 
items such as; downstream transportation and distribution, 
processing of sold products, use of sold products, end of 
life treatment of sold products and downstream leased 
assets. Organisations are expected to report standards, 

methodologies and assumptions used to calculate and 
measure scope 3 emissions (GRI, 2013).

Greenhouse Gas Protocol

The GRI has aligned itself with the Greenhouse Gas 
Protocol. The Greenhouse Gas Protocol (GHG Protocol) 
is the most widely used international accounting tool for 
government and business leaders to understand, quantify, 
and manage greenhouse gas emissions. In 2006, the 
International Organization for Standardization (ISO) 
adopted the Corporate Standard as the basis for its ISO 
14064. GHG Emissions Indicators of the GRI are fully 
aligned with the GHG Protocol’s grouping of emissions, 
as well as the ISO 14064 grouping. The Greenhouse Gas 
Protocol was designed with the following objectives in 
mind:

• To help companies prepare a GHG inventory that 
represents a true and fair account of their emissions, 
through the use of standardized approaches and 
principles.

• To simplify and reduce the costs of compiling a GHG 
inventory.

• To provide business with information that can be used 
to build an effective strategy to manage and reduce 
GHG emissions.

• To increase consistency and transparency in GHG 
accounting and reporting among various companies 
and GHG programs (Greenhouse Gas Protocol, 
2004).

The checklist that was developed for this study are based 
on the guidelines of the GRI, the GHG protocol as well as 
the sector specific requirements.

EMPIRICAL STUDY

Content analysis was utilized as the method to perform the 
research. Content analysis can be defined as a systemic, 
replicable technique for compressing many words of text 
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into fewer content categories (Stemler, 2001). Content 
analysis is a research tool used to determine the presence 
of certain words or concepts within texts or sets of texts 
with relative ease in a systematic fashion and can be used 
in an array of fields (Flores, 2013). The reason for using 
content analyses is because it enables us to sift through 
large volumes of data in a systematic manner. Content 
analysis is also useful to examine trends and patterns in 
documents and is also a powerful data reduction technique 
(Raftery & Valiulis, 2013).

A checklist was developed to measure the content of 
annual integrated and sustainability reports. The checklist 
has 5 different categories namely Governance, Standards 
internal and external, Scope 1 emissions, Scope 2 
emissions and Scope 3 emissions. The population for 
this research was the entire Ferroalloy manufacturing 

organisations in South Africa, but a convenient sample 
of 14 organisations listed on the JSE was selected. 
The selected organisations latest annual integrated and 
sustainability reports were measured against the checklist.

RESULTS

Governance

The purpose of this section is to determine if organisations 
adhere to environmental governance with reference to 
environmental management plans, CO2 emission policies, 
and whether climate change is addressed in the strategy 
of the organisation. It also addresses whether CO2 
emissions is part of their risk assessments. The results for 
Governance compliance are presented in figure 2 below.
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FIGURE 2: GOVERNANCE COMPLIANCE

The average score of all the organisations on governance 
related aspects is 51% as indicated by the red line. 
Environmental management plans were reported on in 
79% of the organisations, 71% of the organisations have 
environmental policies, but none of the 14 organisations 

assessed have an established CO2 emission policy. 
The impact of climate change and GHG emissions are 
addressed as part of the organisations strategy in 64% 
of the organisations. 64% of the organisations have 
identified and reported on projects to reduce their CO2 
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emissions. Only 14% of the organisation have managers 
remuneration linked to environmental targets, either as 
part of their normal package or as a key performance 
indicator (KPI) incentive. 14% of the organisations 
address CO2 emissions in their risk assessments.

Internal standards

The purpose of this question is to establish whether 
organisations have set internal targets that they utilise to 
measure their CO2 emissions per source and to establish if 
they measure it against an intensity factor. The results for 
internal standards are presented in figure 3 below.
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FIGURE 3: INTERNAL STANDARDS COMPLIANCE

The average score that organisations obtained for internal 
standards is 50% as is indicated by the red line. Internal 
CO2 emission standards could only be found in 21% of 
organisations analysed, while 50% of the organisations 
have internal targets of CO2 emissions that they measure 
themselves against. CO2 emissions per source were 
measured and reported by 71% of organisations, while 
57% of organisations make use of intensity indicators 
when reporting CO2 emissions.

External standards

The purpose of this question is to see whether 
organisations make use of external standards to 

measure their emissions, and to audit the results by  
third parties. External standards provide stakeholders 
with confidence in the data, and it ensures that 
the reported data can be used in decision making.  
The different external standards that can be used to 
report CO2 emissions include the following, but are not 
limited to this: International Standards Organisation 
(ISO) 14000, Carbon Disclosed Projects (CDP),  
GRI G3 requirements and GRI G4 requirements.  
When integrated reports were studied, it was noted that 
organisations make use of the International Council 
on Mining and Metals Principles (ICMM). The results  
for external standards are presented in figure 4  
below.



MANAGERIAL ECONOMICS, TECHNOLOGY AND ENVIRONMENTAL MANAGEMENT
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  12
ISBN 978-0-620-71113-5

90%

D
oe

s 
th

e 
or

ga
ni

sa
tio

n 
m

ea
su

re
 th

ei
r C

O
2 

em
is

si
on

s 
ag

ai
ns

t 
ex

te
rn

al
 s

ta
nd

ar
ds

 s
uc

h 
as

 G
R

I, 
IS

O
, a

nd
 C

D
P

?

D
o 

th
e 

or
ga

ni
sa

tio
n 

us
e 

IS
O

 1
40

00
 s

ta
nd

ar
ds

 to
 

re
po

rto
n?

D
o 

th
e 

or
ga

ni
sa

tio
n 

pa
rti

ci
pa

te
 in

 a
 C

D
P 

sc
he

m
e?

D
o 

th
e 

or
ga

ni
sa

tio
n 

us
e 

G
R

I, 
G

3 
re

qu
ire

m
en

ts
 to

 
re

po
rt 

on
?

D
o 

th
e 

or
ga

ni
sa

tio
n 

us
e 

G
R

I, 
G

4 
re

qu
ire

m
en

ts
 to

 
re

pr
ot

 o
n?

D
o 

th
e 

or
ga

ni
sa

tio
n 

us
e 

th
e 

In
te

rn
at

io
na

l C
ou

nc
il 

on
 M

in
in

g 
an

d 
M

et
al

s 
P

rin
cp

al
s 

(IC
M

M
) t

o 
re

po
rt 

on
?

50%

70%

30%

80%

40%

60%

20%
10%
0%

FIGURE 4: EXTERNAL STANDARDS COMPLIANCE

Organisations make use of one or more external standards 
when reporting CO2 emissions in 86% of the organisations 
studied. The organisations utilize the various external 
standards as follow:
• 75% of the organisations use the ISO standards;

• 58% participate in the CDP scheme;

• 67% of the organisations report on the GRI G3 
requirements, 

• 33% make use of the GRI G4 requirements; and 

• 50% of the organisations use the ICMM principles on 
top of the measurements.

Scope 1 reporting

The purpose this question is to investigate if organisations 
have identified their direct emissions (Scope1) of GHGs 
from sources owned or controlled by the organisation. 
The sources identified must be used for calculating the 
organisations gross direct GHG emissions CO2 equivalents 
for the reporting period. The results for Scope 1 reporting 
are presented in figure 5 below.



MANAGERIAL ECONOMICS, TECHNOLOGY AND ENVIRONMENTAL MANAGEMENT

10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th September 2016  

 ISBN 978-0-620-71113-5

13

90%

R
ep

or
t g

ro
ss

 d
ire

ct
 

(S
co

pe
1)

 G
H

G
 in

 m
et

ric
 

to
ns

 o
f C

O
2 

eq
ui

va
le

nt

R
ep

or
t g

as
es

 in
cl

ud
ed

 in
 

th
e 

ca
lc

ul
at

io
n 

(C
O

2,
 C

H
4,

 
N

20
, H

FC
S

, P
FC

S
S

, S
F6

, 
N

F3
, o

r a
ll.

)

R
ep

or
t b

io
ge

ni
c 

C
O

2 
em

is
si

on
s 

in
 m

et
ric

 to
ns

 
of

 C
O

2 
eq

ui
va

le
nt

 
se

pa
ra

te
ly

 fr
om

 th
e 

gr
os

s 
di

re
ct

 G
H

G
 ..

.

R
ep

or
t t

he
 c

ho
se

n 
ba

se
 

ye
ar

, t
he

 ra
tio

na
le

 fo
r 

ch
oo

si
ng

 th
e 

ba
se

 y
ea

r, 
em

is
si

on
s 

in
 th

e 
ba

se
 

ye
ar

, a
nd

 th
e 

co
nt

ex
t..

.

R
ep

or
t s

ta
nd

ar
ds

, 
m

et
ho

do
lo

gi
es

, a
nd

 
as

su
m

pt
io

ns
 u

se
d.

R
ep

or
t t

he
 c

ho
se

n 
co

ns
ol

id
at

io
n 

ap
pr

oa
ch

 
fo

r e
m

is
si

on
 (e

qu
ity

 
sh

ar
e,

 fi
an

ci
al

 c
on

tro
l, 

op
er

at
io

na
l c

on
tro

l)

50%

70%

30%

80%

40%

60%

20%
10%
0%

FIGURE 5: SCOPE 1 COMPLIANCE

On average 42% of the criteria was met by organisations 
for their gross direct emission (Scope 1) reporting as is 
indicated by the red line. Scope1 are reported by 86% 
of the organisations in metric tons of CO2 equivalent.  
None of the organisations reported on the gasses 
included in their CO2 emissions calculations, as well as 
the biogenic CO2 emissions. A base year was reported 
by 43% of the organisations against which they measure 
their CO2 emissions. The standards, assumptions,  
and the methodology used for their Scope 1 reporting 
were reported by 64% of the organisations. The 
consolidation approach that the organisation will use to 
control their emissions, 71% of organisations reported 
on their approach. All of the organisations studied  
that use a consolidated approach, use both financial 

control and operational control as consolidated 
approaches. 

Scope 2 reporting

This question tends to investigate if organisations 
have identified their indirect emissions (Scope 2) of 
GHGs reporting. It is important for organisations to 
identify indirect emissions that occur as a result of the 
generation of purchased electricity, heating, cooling and 
steam which is purchased from other organisations for 
its own consumption. Organisations need to identify 
their indirect emissions as it is often greater than their 
direct emissions. The results for Scope 2 reporting are 
presented in figure 6 below.
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FIGURE 6: SCOPE 2 COMPLIANCE

On average 50% of the criteria was met by organisations 
for their gross indirect emission (Scope2) reporting as is 
indicated by the red line. Scope 2 is reported by 71% of 
the organisations in metric tons of CO2 equivalent. None 
of the organisations reporting on the gasses included 
in their CO2 emissions calculations. A base year was 
reported by 43% of the organisations against which 
they measure their CO2 emissions. The standards, 
assumptions and the methodology used for their Scope 2 
reporting were reported by 64% of the organisations. 71% 
of organisations reported on their consolidation approach 
that they will follow to control their emissions. All of the 

organisations that were studied that use a consolidated 
approach, use both financial control and operational 
control as consolidated approaches. 

Scope 3 reporting

This question is to investigate if organisations have 
identified their emissions that occur from outside the 
organisation, or emissions that result from the use of their 
product. This emissions (Scope 3) are often much greater 
than the direct GHG emissions or indirect emissions. The 
results for Scope 3 reporting are presented in figure 7 
below.
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FIGURE 7: SCOPE 3 COMPLIANCE

On average 11% of the criteria was reported on by 
organisations for their Scope3 emissions as is indicated 
by the red line. Gross other indirect emissions, Scope 3, 
are reported by 36% of the organisations in metric tons 
of CO2 equivalent. None of the organisations reported on 
the gasses included in their CO2 emissions calculations, 
as well as the biogenic CO2 emissions, and none of the 
organisations reported other indirect emissions categories 
and activities included in the calculation. A base year was 
reported by 21% of the organisations against which they 
measure their CO2 emissions and only 7% reported on 
the consolidation approach that they follow. The red line 
indicates the average score of all the organisations on 
Scope 3 aspects.

CONCLUSIONS

From all the aspects measured in this study, the sustainability 
reports of the 14 organisations in the Ferroalloy industry 
only comply on average with 41% of the requirements as 
measured against in the checklist. Governance achieved 
only 51% mainly due to mangers remuneration not being 
linked to environmental performance targets, and CO2 
emissions not being addressed in risk assessments. The 
fact that only 14% of the organisations have managers 

remuneration linked to environmental targets indicates 
that they are not serious enough about reducing their CO2 

emissions.

Organisations in general use various external standards to 
measure and report on, but fail to have internal standards 
to measure themselves against. Although the GRI had 
published the G4 guidelines, 67% of the organisations 
analysed during this research still report on the GRI, G3.1 
guidelines.

Scope 1 and Scope 2 overall compliance is low mainly due 
to the fact that gasses included in calculation for Scope 
1 and Scope 2 emissions are not reported on at all, as 
well as the biogenic CO2 emissions for Scope 1 not being 
reported. Scope 3 received only 11% compliance for the 
requirements with only 36% of the organisations reporting 
on the CO2 gross direct equivalent emissions. In summary, 
Scope 1 emissions were only 42% reported on, Scope 2 
only 50% and Scope 3 only 11%.

MANEGERIAL IMPLICATIONS

It is recommended that organisations should start to 
put more emphasis on Environmental performance by 
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linking the remuneration of their directors and managers 
to environmental performance measures. By linking 
remuneration to environmental performance, managers 
will ensure that CO2 emissions are addressed in their risk 
assessments. This is not currently the case. Organisations 
need to identify and develop their internal CO2 emissions 
standards. Internal standards will ensure that more 
focus and resources are applied to the correct areas in 
order to manage emissions as well as to reduce them. 
Organisations need to report on their gasses used in their 
calculation of their emissions, as the Kyoto protocol has 
identified 6 gasses that contribute to GHG emissions, 
and organisations should report on all of the applicable, 
and not only on C02 gas. Biogenic carbon emissions 
and sequestration should be subject to the same type of 
scrutiny as fossil fuel emissions because any emission of 
CO2 to the atmosphere contributes to climate change. It is 
suggested that further studies is conducted in the uniformity 
of reporting as there are currently no industry standard, as 
well as how CO2 tax emissions will be calculated.
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ABSTRACT

The  primary objective of this reseach  was to investigate  the 
adoption and effectiveness of  a mobile application  as a feasible 
educational tool for higher education  at  universities. Secondly,  
the reseach aims to conduct an empirical investigation into 
students’ perceptions towards educational mobile appilcations 
as technology. A conceptual model was derived from the 
technology acceptance model in order to measure the constructs 
used for the study.  A quantitative approach was adopted and 
field study was conducted in Johannesburg at the University of 
the Witwatersrand. The research data was  collected from 380 
registered students of the University of the Witwatersrand. These 
participants were selected through simple random sampling. 
The data was analysed using SPSS 23 and AMOS 23 software 
programs whereby  Structural Equation Modeling (SEM) was 

conducted. The results revealed that the most significant reason 
for students’ intention to use a mobile application for educational 
purposes stemmed from the attitudes that the students have 
towards mobile technology. The perceived usefulness was 
found to have most significant influence on attitudes of students 
towards the use of mobile appilcations. However the study also 
found that students’ perceived ease of use and their attitudes 
towards a mobile application was the weakest of all the 
relationships. This suggests that even though student’s intend 
to use a mobile application for educational purposes, they still 
regarded  perceived ease of use as not  significant enough  for 
actual adoption of  educational mobile application tools.
 

Key words: Technology, mobile application, students, 
education
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INTRODUCTION

The advent of mobile education technologies into teaching 
and learning has given rise to both new opportunities and 
challenges to teachers (Handal, El-Khoury, Campbell & 
Cavanagh, 2013). The rapid advance in broadband and 
wireless Internet technologies has promoted the utilization 
of wireless applications in our daily lives (Hwang, Yang, 
Tsai &Yang, 2009). Application software, also referred to as 
an application or an app, is computer software designed to 
assist users in performing specific or various related tasks 
with the purpose of creating learning (Handal, El-Khoury, 
Campbell & Cavanagh, 2013). Advancement in mobile 
technology is broadening the scope of learning areas 
outside of formal education by allowing flexible and instant 
access to rich digital source (Cheon, Lee, Crooks & Song, 
2012). Access to mobile online lectures can provide an 
opportunity for learning while commuting (Massey, Ramesh 
& Khatri, 2006). For example eSchoolBag, a platform that 
allows students to download/upload homework, access 
class announcements and complete exercises, anywhere, 
anytime (Massey et al., 2006).

 Education in particular has benefited from technologies 
such as computers and internet (Abdullah,Ward & Ahmed, 
2016). Being economical, flexible and accessible without 
constraints of time and distance, technologies such as 
electronic learning (e-learning) systems are becoming 
increasingly relevant in Higher Education (Lin, Lu & Liu, 
2013 and Abdullah et al., 2016). An e-learning system is 
defined by Lee, Hsieh and Ma (2011) and Abdullah et al., 
2016) as an information system that can integrate a wide 
variety of instructional elements  through video, and text 
delivered through live chat sessions, online discussions, 
forums, tests and assignments. The present study will 
primarily focus on adoption of a mobile application as an 
educational tool. The study used Technology Acceptance 
Model to  provide further understanding of requirements  by 
the university administration in development of  educational 
mobile application tool. Based on Technology Acceptance 
Model (TAM), the following factors were  used as influential 
key issues that determine the adoption of technology 
system, namely; perceived usefulness, perceived ease of 
use, students’ attitudes and their intentions to use mobile 
applications as an educational tool.  

The utility and applicability of the technology acceptance 
model in most of the studies conducted has been supported 
in a wide range of educational settings (Ong & Lai, 2006; 
Pituch & Lee, 2006; Sánchez & Hueros, 2010). Wang, 
Wiesemes & Gibbons (2012) define mobile application for 
education as learning through a mobile device. E-learning 
it is referred to as one of the types of mobile application 
which allows learning to be accessed through the use of 
technology (Naismith, Lonsdale, Vavoula &  Sharples, 
2004). According to Rainie (2012) over 60% of young 
adults aged 18-29 own a smart phone and use them 
for variety of purposes including surfing the internet for 
information, texting , social networking and reading emails. 
This therefore reveals how significant a role smart phones 
play in a young adult’s life. Smartphones and mobile apps 
have developed into an every day staple in the lives of 
higher education students (Green, Cantu & Wardle, 2014).

PROBLEM INVESTIGATED 

The levels of literacy in South Africa are low therefore a 
key objective of the education policy is to increase the 
rate of literacy (Posel, 2011). Letseka and Maile (2008) 
state that with a graduation rate of 15% South African 
universities have one of the lowest graduation rates in the 
world. Mobile applications have potential to support all 
forms of education, with higher education being particularly 
appropriate for the integration of student centred 
educational applications because mobile devices have 
become ubiquitous on university campuses (Cheon et al, 
2012). According to Phuangthong and Malisawan (2005), 
most researchers have focused on mobile applications, 
users’ acceptance and the application of m-Learning in 
developed countries (Brown, Ryu & Parsons, 2006; Liu, 
2008 and Chao & Chen, 2009). Limited research has 
elaborated on technical limitations of mobile device as 
students seem to use them for hedonic purpose such as 
texting with friends, listening to music, checking social 
network service rather than for instructional purpose (Park, 
2011 and Wang, Shen, Novak & Pan, 2009). Based on the 
evidence above the researcher therefore postulates  that 
an addition of a mobile platform for educational purposes 
at the University of the Witwatersrand would greatly aid 
students in carrying out their studies. 
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RESEARCH OBJECTIVES

Theoretical Objectives: The current research  reviewed 
literature on: perceived usefulness of mobile applications 
as an educational tool, perceived ease of use of mobile 
applications, students intentions to use mobile applications 
and finally the actual usage of mobile application as an 
educational tool.

RESEARCH CONCEPTUAL MODEL  

The conceptual model was derived from Technology 
Acceptance Model. The constructs explored were perceived 
usefulness, perceived ease of use, attitudes on mobile 
application, intentions to use mobile applications and the 
actual use of mobile applications. Based on the conceptual 
model, hypotheses  were developed for the present study. 

Perceived 
usefulness

Perceived 
ease of use

Intention to 
use a mobile 
application

Actual use 
of a mobile 
applications

Attitudes 
towards a

mobile 
application

FIGURE 1: THE PROPOSED CONCEPTUAL MODEL

HYPOTHESES DEVELOPMENT 

Perceived usefulness and attitudes towards 
a mobile application

According to literature perceived usefulness is the extent 
to which an individual views the technology developed as 
superior than the existing one (Shih, Chen, Shih and Su, 
2012). Perceived usefulness is regarded as an important 
influencer specifically in research on different types of 
technology system such as mobile payments, mobile 
commerce and mobile learning (Brown et al., 2006; Chao & 
Chen, 2009). Furthermore, if it is believed that a particular 
technology system is useful in one’s daily life and activities 
it will automatically change their attitudes towards it. It 
has been proven that perceived usefulness has a direct 
influence on attitudes towards mobile application (Chen 
et al., 2012). Kim and Woo (2016) suggest that ease of 
use positively influences attitudes towards technology. 

Therefore, inferring from the literature and the empirical 
evidence above mentioned, the study hypothesizes that

H1:  There is a positive relationship between perceived 
usefulness and attitudes towards a mobile 
application.

Perceived ease of use and attitudes towards 
a mobile application

Perceived ease of use referred to the degree to which 
particular user of technology system view it as easy and 
with less effort (Chang, Kim & Oh, 2002; Koo, 2003; 
Chang, Yan &Tseng, 2012). Lee, Cheung & Chen (2005) 
and Van Raaij & Schepers (2008) suggest that perceived 
ease of use is not a good predictor of the intention to use 
technology devices as an educational tool. However Kim 
and Woo (2016) argue that ease of use positively influences 
attitudes towards technology. Therefore, inferring from the 
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literature and the empirical evidence abovementioned, the 
study hypothesises that

H2:  There is a positive relationship between perceived 
ease of use and attitudes toward a mobile application.

Attitudes towards a mobile application and 
intention to use a mobile application

Attitude toward behaviour is about the individual’s positive 
or negative feelings about performing behaviour (Cheon 
et al., 2012).  Attitude toward using and continuance 
intention are indicators of technology acceptance in the 
extended Technology Acceptance Model (Chang et al., 
2012). Attitudes towards using technology positively and 
directly influences the behavioural intention to use that 
technology (Kim & Woo, 2016). Therefore, deducing from 
the literature and the empirical evidence abovementioned, 
the study hypothesises that

H3:  There is a positive relationship between attitudes 
towards a mobile application and the intention to use 
that mobile application.

Intentions to use a mobile application and 
actual use of the mobile application 

Intention refers to the individual’s motivation in the 
sense of his or her conscious plan to exert effort to carry 
out behaviour (Eagly & Chaiken, 1993). According to 
Vankatesh et al, (2003) intentions to use a certain type of 
technology system have a direct influence on the actual 
use of that technology system. In that sense it is clearer 
that with a positive attitude which has a direct influence 
on intention to use a person is more likely to use the 
technology system.  The technology acceptance model 
hypothesises that a user’s intention is the most immediate 
predictor of the actual usage of mobile application (Lee 
et al., 2011). Therefore, inferring from the literature 
and the empirical evidence abovementioned, the study 
hypothesises that

H4:  There is a positive relationship between the intention 
to use a mobile application and the actual use of that 
mobile application. 

LITERATURE REVIEW

Baker (2000) considers reviewing current literature 
relevant to a research interest to be an essential initiation 
step and basis for undertaking the research study. In a 
mobile education environment, students utilise mobile 
devices, such as personal digital assistants (PDAs), mobile 
phones, or portable computers. Wu, Hwang, Tsai, Chen & 
Huang,  2011). With mobile technology, learning activities 
can be done wherever and whenever (Wu et al., 2011). 
Researchers have established that what really matters 
is whether students can access the right educational 
resources at the right time in the right place (Shih, Chu &  
Hwang 2011 and Wu et al., 2011). According to Hwang and 
Chang (2011) a study conducted by (Hwang, Yang, Tsai & 
Yang 2009) employed mobile and wireless communication 
technologies to establish a learning environment for 
tranning students on the operating procedure of the 
single-crystal X-ray diffraction experiment in a chemistry 
course. The present study aims to establish the feasibility 
of adopting a mobile application for educational purposes 
at University level.   

The potential benefit of mobile application as an 
educational tool has been given an extensive support in 
terms of cost savings, ubiquitous, communication study 
aids and location based service (Cheon, Lee, Crooks & 
Song, 2012). According to Young (2011) mobile application 
can be used as a study aid that can be easily accessed by 
learners at any time in at any location. The characteristics 
of mobile device are three fold: (1) Portability: mobile 
device can be taken to any location because of its size, (2) 
Instant connectivity: because of the power of the internet 
mobile devices can be used to access any information  (3) 
Context sensitivity: with regard to research and the power 
of internet, any use of mobile devices can be tracked 
and measured to gather necessary data and information 
(Churchill & Churchill, 2008; Klopfer, Squire & Jenkins, 
2002; Sharples, 2000). Recent research showed that 67% 
of students’ smart phones and tablets are reportedly being 
used for academic purposes (Chen & Denoyelles, 2013). 
The research also showed that most students use academic 
applications including university applications (UCF mobile, 
Tegrity, Mobile learn) educational application such as 
(Flash cards, Khan Academy and iTunes U), e-books 



MANAGERIAL ECONOMICS, TECHNOLOGY AND ENVIRONMENTAL MANAGEMENT

10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th September 2016  

 ISBN 978-0-620-71113-5

23

such as (Course Smart and Inkling), Google and Safari for 
information searching (Chen et al, 2012). Jacobsen and 
Forste (2011) identified a negative relationship between 
first year students with mobile device. The remaining 
sections will comprise of the problem to be investigated, 
research objectives, hypotheses, literature review, 
research methodology, findings/ results, managerial and 
academic implications, conclusions and lastly suggestions 
for future research. 

Theoretical Grounding 

For the purpose of this study, the following theoretical 
grounding will be employed. Theory of Planned Behaviour 
(Azjen, 1991) and Theory of Reasoned Action (Azjen & 
Fishbein, 1975) will be used to explain students’ social 
behaviour to use mobile application as an educational tool.
Theory of Reasoned Action: According to Tsai, Chien 
and Chen, (2011) in studying of social psychology the 
theory of reasoned action is widely used to explain human 
behaviour. According to theory of reasoned action (Azjen 
& Fishbein 1975), intentions are the sole determined of 
the behaviour (Sommer, 2011). According to the theory 
of reasoned action (Azjen & Fishbein, 1980) in order for 
individual to take part in certain behaviour, much of the 
influence has to be driven by their intentions. 

Theory of Planned Behaviour: The theory of planned 
behaviour (TPB) is a theory intended to predict and 
explain human behaviour in precise settings Ajzen (1991). 
The theory of planned behaviour rose about due to the 
fact that the theory of reasoned action had limitations in 
its model when addressing behaviours over which people 
have incomplete voluntary control (Ajzen, 1991). 

Emperical Literature Review

Perceived usefulness: Research that has been 
conducted before has shown that perceived usefulness 
as a primary determinant of technology acceptance 
(Jiang, Hsu, Klein & Lin, 2000). According to the literature 
perceived usefulness is the extent to which an individual 
views the technology developed as superior than the 
existing one (Shih, Chen, Shih & Su, 2012). It has been 
proven that perceived usefulness has a direct influence on 

attitudes towards mobile application (Chen et al., 2012). 
Perceived usefulness is the important determinants for 
an individual’s acceptance and usage on information 
technology, the features of the technology, targeted users 
and the environment can also affect users’ acceptance of 
mobile application as an educational tool (Moon & Kim, 
2001). 

Perceived ease of use: Perceived ease of use referred to 
the degree to which particular user of technology system 
view it as easy and with less effort (Chang et al., 2002; 
Koo, 2003; Chang et al., 2012). Perceived ease of use 
is a belief that a user expects to not put much effort into 
making use of a particular system (Chang et al., 2012). 
Perceived ease of use is also an important determinant 
of  an individual’s acceptance and usage on information 
technology, the features of the technology, targeted users 
and the environment can also affect users’ acceptance 
of mobile application as an educational tool (Moon et al, 
2001). 

Attitudes : According to Azjen (2012) the theory has been 
successful in amplifying further that attitudes have a direct 
influence in explain human behaviour. Attitude toward 
behaviour is about the individual’s positive or negative 
feelings about performing behaviour (Cheon et al., 2012). 
Personal evaluation on the use of technology system or 
mobile application is referred to as individual attitudes (Lee 
& Lehto, 2013). Attitude toward using and continuance 
intention are indicators of technology acceptance in the 
extended Technology Acceptance Model (Chang et al., 
2012). 

Intentions to use mobile applications: Intention refers 
to the individual’s motivation in the sense of his or her 
conscious plan to exert effort to carry out behaviour (Eagly 
& Chaiken, 1993). A considerable amount of research on 
students and mobile application has shown that students’ 
attitudes are guided by reasoned conscious intention 
toward the use of mobile application as an educational tool 
(e.g., Hong, Thong Moon & Tam, 2008; Moon & Kim, 2001; 
Hong, Thong & Tam, 2006). Based on the statement above 
the researcher assumes that students at the University of 
the Witwatersrand are no exception and could possibly be 
willing to adoption a mobile education tool as found in the 
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previous studies cited above. According to the technology 
acceptance model a students’ behavioural intention to use 
mobile application as an educational tool reflects the user 
acceptance of mobile application as an educational tool 
(Lee et al., 2013). 

Actual Use:  According to Burton and Jones, (2006), the 
degree to which an individual finally uses a mobile web 
browser or technology system is referred to as the actual 
use. Moon and Kim (2001) found that subjective norm 
has a direct influence on the actual use on technology 
system (mobile internet service).  The theory of reasoned 
action and technology acceptance model both highlighted 
that attitudes toward technology system has  a direct 
influence on the actual use and intentions to use a 
certain type of technology (Azjen, 2001). The researcher 
suggests that if students have positive attitudes towards 
the adoption of technology it would lead to the actual use 
of that technology. This assumption is supported by the 
findings of (Yun, Lee, Kim & Kettinger, 2011).Yun et al. 
(2011) found that attitudes to use mobile web browsing 
and subjective norm was significant in their hypothesis 
statement saying both attitudes and subjective norm has 
direct influence on the actual use of mobile web browsing. 

RESEARCH METHODOLOGY

Research Design: The study utilised the positivist 
paradigm, a philosophy that is of the view that knowledge 
stems from human experience (Collins, 2010). Data 
was collected at the University of the Witwatersrand. 

A quantitative research approach was adopted for 
this study, whereby a 28 question survey was self-
administered to 380 willing participants  from a population 
of 30833 students at University of the Witwatersrand. 
Simple random sampling, a form of probability sampling 
was adopted in selection of  participants, with  exclusive 
purpose of providing every unit within the population 
an equal chance to be sampled.  (Galpin, 2011; Daniel, 
2011).

Measurement Instrument: The research constructs were 
developed based on prior studies of the same research 
area. Adequate adaptations were made to the research 
constructs so as to accommodate  context and purpose 
of current study.  The research questionnaire comprised 
of  two main sections; first dealing with demographic 
questions  and; second section included likert scale type 
questions which were based on  research conceptual 
model. The likert scale was measured from 1 = Strongly 
disagree; 3= Neutral; 5= Strongly agree. Reliability 
and validy tests were conducted on the data and these 
included the Cronbach’s alpha and the average variance 
extracted test respectively. As for ethical considerations, 
participants in the study was both anonymous and 
voluntary.

RESULTS/ FINDINGS

The demographic profile of the participants revealed, 
females participants represented 43.7% of the total 
sample whereas male participants accounted for 56.3% of 
the total sample. (refer Table 1 below).
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TABLE 1: DEMOGRAPHIC PROFILE OF RESPONDENTS

Gender Frequency Percentage Age Frequency Percentage
Female 166 43.7 18-19 232 61.1

Male 214 56.3 20-25 133 35
Total 380 100 26+ 15 3.93

Total 380 100

Marital Status Frequency Percentage Academic level Frequency Percentage
Single 13 96.6 High School 317 83.4

Married 367 3.4 Diploma 6 1.6
Total 380 100 Degree 43 1.3

Post-graduate 13 3.4
Occupational level Frequency Percentage Other 1 0.3

Student 367 96.6 Total 380 100
Employed 5 1.3

Self-employed 4 1.1
Unemployed 3 0.8

Other 1 0.2
Total 380 100

As for the paticipants educational levels, most of the 
participants had a high school qualification as indicated by 
317 out of a total of 380 participants. Participants with a 
post-graduate qualification had the least representation as 
indicated by only 13 out of the total 380. As for occupational 
levels, students had the highest representation accounting 

for 96.6% of the total sample whereas participant  
that selected “other” only accounted for 0.2% of the total 
sample. 

The following section illustrates the interconstruct 
correction matrix of the study’s contructs. 

TABLE 2: CORRELATIONS BETWEEN CONSTRUCTS

Inter-construct Correlations Matrix
 PU PEU ATT I AU
Perceive Usefulness (PU) 1     

Perceived Ease of Use (PEU) 0.521** 1    
Attitudes Toward Mobile Applications (ATT) 0.676** 0.527** 1

Intentions To Use Mobile Applications (I) 0.599** 0.420** 0.721** 1  

Actual Use of Mobile Applications (AU) 0.464** 0.389** 0.554** 0.515** 1

**. Correlation is significant at the 0.01 level (2-tailed).
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The inter-construct correlation matrix was used to test 
for discriminant validity of the research constructs. 
Correlations among latent constructs were evaluated in 
order to observe if they were lower than 1.0. As indicated 
in table 2 below, the inter-correlation values for all paired 

latent variables are below 1, therefore, implying that there 
is the presence of discriminant validity (Chinomona, Lin, 
Wang & Cheng, 2010). Below is table 3 presenting the 
model fit for the study’s research data. It can be observed 
that all the model fit indices met the required thresholds.
 

TABLE 3: MODEL FIT 

Model fit 
Criteria (χ2/DF) GFI CFI IFI NFI RFI TLI RMSEA

Indicator 
Value 1,713 0,926 0,970 0,970 0,932 0,918 0,964 0,043

by (Ullman, 2001). Other model fit indices that included 
the GFI, CFI, IFI, NFI, RFI and TLI were 0.926, 0.970, 
0.970, 0.932, 0.918 and 0.964 respectively. All these 
model fit measures were above recommended threshold 
of 0.8 by (Chinomona, Lin, Wang, & Cheng 2010).  
The RMSEA was 0.043 which fell below the recommended 
threshold of 0.08 by (Hooper, Coughlan & Mullen, 2008).

Scale Accuracy Analysis: Results of scale reliability 
are presented in table 4 whereby Cronbach’s alpha 
coefficients were above 0.8 while the composite reliability 
values ranged from 0.824 to 882. Furthermore it was 
observed that most of the AVE values ranged from 0.644 
to 0.750. The measurement model produced a ratio of 
chi-squared value over degree-of-freedom of 1.713 
which is acceptable as it falls below the 3 recommended 

TABLE 4: ACCURACY ANALYSIS STATISTICS

Research 
Construct

Descriptive Statistics Cronbach’s 
Test

C.R. 
Value

AVE 
Value

 Highest 
Shared 

Variance

Factor 
Loading

Mean Value Standard 
Deviation

Item-
total

 α
value

PU PU1 1,961 2,238 1,020 0,978 0,717 0,888 0,882 0,697 0,457 0,743

PU2 2,282 0,989 0,733 0,766
PU3 2,324 1,006 0,682 0,743

PU4 2,229 0,940 0,709 0,771
PU5 2,382 0,980 0,681 0,702

PU6 2,253 0,936 0,696 0,742

PEU PEU1 2,011 2,078 0,942 0,896 0,743 0,859 0,861 0,734 0,278 0,817

PEU2 2,018 0,909 0,708 0,789
PEU3 2,174 0,832 0,713 0,779

PEU4 2,111 0,903 0,659 0,732
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Research 
Construct

Descriptive Statistics Cronbach’s 
Test

C.R. 
Value

AVE 
Value

 Highest 
Shared 

Variance

Factor 
Loading

Mean Value Standard 
Deviation

Item-
total

 α
value

ATT ATT1 2,132 2,105 0,946 0,957 0,624 0,849 0,841 0,644 0,520 0,739
ATT2 2,311 1,000 0,617 0,699

ATT3 2,024 0,934 0,733 0,745
ATT4 2,021 0,941 0,681 0,662
ATT5 2,037 0,963 0,643 0,735

BI BI1 2,071 2,159 0,918 0,908 0,726 0,869 0,870 0,750 0,520 0,807
BI2 2,061 0,871 0,703 0,769
BI3 2,350 0,896 0,770 0,839
BI4 2,155 0,947 0,687 0,750

 
AU

AU1 2,521 2,505 1,056 1,045 0,650 0,849 0,824 0,669 0,307 0,700
AU2 2,653 1,065 0,712 0,774
AU3 2,463 1,020 0,737 0,785
AU4 2,382 1,037 0,653 0,673

CR = Composite reliability, AVE = Average variance extracted, χ2/df= 1.713, GFI= 0.926, CFI = 0.970 , NFI=0.932  , 
RMSEA= 0.043; a significance level significance level  significance level p<0.001
* Scores: 1 – Strongly Agree; 3 – Neutral; 5 –Strongly Disagree.

Path Modeling & Hypotheses Testing

Table 5 presents the results of the structural equation modeling followed by a discussion

TABLE 5: RESULTS OF STRUCTURAL EQUATION MODEL ANALYSIS

Proposed Hypothesis Relationship Hypothesis Factor 
Loading P Value Outcome

Perceived usefulness (PU)               
 Attitudes (ATT)

H1 0.64 *** Supported and significant

Perceived ease of use  (PEU)
Attitudes (ATT) 

H2 0.23 *** Supported and significant

Attitudes  on mobile applications (ATT)         
Intention to use (I)

H3 0.88 *** Supported and significant

Intention to use (I)         
Actual use (AU)

H4 0.68 *** Supported and significant
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Discussion of Hypotheses Results

It can be observed in table 5 above that all four (4) 
hypotheses are supported and also significant. The 
first hypothesis (H1) perceived usefulness positively  
and significantly affects attitudes as indicated by a factor 
loading of 0.64. This implies that the more consumers 
perceive mobile applications as useful products the 
more the positive their attitudes become towards them. 
As for the second hypotheses (H2) which is indicated 
by a factor loading of 0.23  it can be observed that 
the perceived ease of use of mobile applications for 
educational purposes also leads to the development 
of positive attitudes towards those applications. It can 
be seen that for the third hypothesis (H3) attittudes on 
mobile applications positively and significantly influence 
the intention to use those applications for education 
as indicated by a factor loading of 0.88. Lastly for the 
the forth it should be noted that the intention to use 
mobile applications and their actual use (H4) have 
a positive relationship implying that the more the  
users’ are motivated to use mobile application for 
educational purposes the more that they actual use 
them.  

MANAGERIAL AND ACADEMIC 
IMPLICATIONS 

The present study has both implications for academicians 
and managers in various ways. First, academicians would 
benefit significantly in understanding the technology 
acceptance model from a student’s perspective.  
Seondly, the present study provides an  extension to 
literature,  as it explores variables such as perceived 
usefulness, perceived ease of use, consumer attitudes, 
intention to use technology and the actual use of the 
techonology. Future researchers can therefore apply 
this approach and findings of the study to other research 
studies,,  to further enhance their understanding in the 
field of mobile technology and its application. Marketing 
managers will benefit from this research  in order to 
commercialise  educational mobile application and 
therefore utilizing this study as a apreliminary form of 
market research. 

CONCLUSION

The present study seeks  to establish whether a mobile 
application could be used as online educational portal 
for students at a university. For purposes of the study the 
technology adoption model was adapted whereby a model 
was conceptualised and tested. It was found that students 
attitudes towards the use of a mobile application was very 
useful and they had positive attitudes towards such a tool  
being introduced. The results also indicated that students 
also showed strong intention to use the product and 
perceived it to be easy and convenient to use. (see Table 
4). Finally, it should be noted that the strongest and most 
significant of all relationships tested was that of attitude of 
students towards educational mobile applications and the 
users intention to use. This implies that more the students 
are positive about mobile applications, the more likely 
they will  have the intention to use the education mobile 
application.  

SUGGESTIONS FOR FUTURE RESEARCH 

Potential future research could possibly involve  more 
universities as well as consider employed consumers 
or students in sampling.   This study might have been 
biased since all the respondents where students and 
mostly unemployed. The researcher suggests that future 
studies concerning the adoption of a mobile application 
for educational purposes should consider including 
university academic and admistrative staff, so as to bring 
understanding of managerial’s perspective. Academic 
and administrative staff are an integral part of university 
education and therefore would potentially provide useful 
insights into this  research field

REFERENCES

• Abdullah, F., Ward, R., & Ahmed, E. (2016). 
Investigating the influence of the most commonly 
used external variables of TAM on students’ Perceived 
Ease of Use (PEOU) and Perceived Usefulness (PU) 
of e-portfolios. Computers in Human Behavior,  
63, 75-90.



MANAGERIAL ECONOMICS, TECHNOLOGY AND ENVIRONMENTAL MANAGEMENT

10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th September 2016  

 ISBN 978-0-620-71113-5

29

• Ajzen, I., & Fishbein, M. (1975). Belief, attitude, 
intention and behavior: An introduction to theory  
and research. Boston: Addison-Wesley.

• Ajzen, I. (1991). The theory of planned behavior. 
Organizational behavior and human decision 
processes, 50(2), 179-211.

• Al-Gahtani, S.S. and M. King (1999) “Attitudes, 
Satisfaction and Usage: Factors Contributing to 
each in the Acceptance of Information Technology”, 
Behavior and Information Technology, Vol.18  
No. 4, pp. 277-297.

• Altameem, T. (2011). Contextual mobile  
learning system for Saudi Arabian universities. 
International Journal of Computer Applications, 
 21(4), 21=26.

• Baker, M. J. (2000). Writing a literature review. The 
Marketing Review, 1(2), 219-247.

• Brown, R., Ryu, H., & Parsons, D. (2006, November). 
Mobile helper for university students: a design for 
a mobile learning environment. In Proceedings 
of the 18th Australia conference on Computer-
Human Interaction: Design: Activities, Artefacts and 
Environments (pp. 297-300). ACM.

• Burton-Jones, A., & Hubona, G. S. (2006). The 
mediation of external variables in the technology 
acceptance model. Information & Management,  
43(6), 706-717.

• Chang, H. S., Kim, J. K., & Oh, C. G. (2002). 
Technology acceptance model with web  
interactivity. The Journal of MIS research,  
12(4), 55-75.

• Chang, C. C., Yan, C. F., & Tseng, J. S. (2012). 
Perceived convenience in an extended technology 
acceptance model: Mobile technology and  
English learning for college students. Australasian 
Journal of Educational Technology,  
28(5), 809-826.

• Chao, P. Y., & Chen, G. D. (2009). Augmenting paper-
based learning with mobile phones. Interacting with 
Computers, 21(3), 173-185.

• Chau, P.Y.K. (1996) “An Empirical Assessment of a 
Modified Technology Acceptance Model”, Journal of 
Management Information Systems, Vol.13 No.2, pp. 
185-204.

• Chen, B., & Denoyelles, A. (2013). Exploring students’ 
mobile learning practices in higher education. 
Educause Review. Retrieved from http://www. 
educause. edu/ero/article/exploring-students-mobile-
learning-practices-higher-education.

• Cheon, J., Lee, S., Crooks, S. M., & Song, J. (2012). 
An investigation of mobile learning readiness in higher 
education based on the theory of planned behavior. 
Computers & Education, 59(3), 1054-1064.

• Chinomona, R., Lin, J. Y. C., Wang, M. C. H., & 
Cheng, J. M. S. (2010). Soft power and desirable 
relationship outcomes: the case of Zimbabwean 
distribution channels. Journal of African Business, 
11(2), 182-200.

• Chung, L., & do Prado Leite, J. (2009). Non-functional 
requirements in software engineering. Conceptual 
modelling: foundations and applications. In A. T. 
Borgida, et al. (Eds.). Mylopoulos Festschrift, Lecture 
notes in computer science, Vol. 5600 (pp. 363–379).

• Churchill, D., & Churchill, N. (2008). Educational 
affordances of PDAs: A study of a teacher’s 
exploration of this technology. Computers & 
Education, 50(4), 1439-1450.

• Collins, H. (2010). Creative research: the theory and 
practice of research for the creative industries. Ava 
Publishing.

• Crawford, V. M. (2007). Creating a powerful learning 
environment with networked mobile learning devices. 
Educational Technology Magazine: The Magazine for 
Managers of Change in Education, 47(3), 47–50.



MANAGERIAL ECONOMICS, TECHNOLOGY AND ENVIRONMENTAL MANAGEMENT
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  30
ISBN 978-0-620-71113-5

• Daniel, J. (2011). Sampling essentials: Practical 
guidelines for making sampling choices. 

• Eagly, A. H., & Chaiken, S. (1993). The psychology 
of attitudes. Harcourt Brace Jovanovich College 
Publishers.

• Fornell, D.F. Larcker, Evaluating structural 
equation models with unobservable variables and 
measurement error, Journal of Marketing Research 18 
(1) (1981) 39–50.

• Galpin, J.S (2015). Statistical research design and 
analysis. [Lecture notes]. Johannesburg, South Africa: 
University of the Witwatersrand, School of Statistics 
and Actuarial Science.

• Green, M., Cantu, A., & Wardle, A. (2014, October). 
A study examining student preferences of mobile 
applications at an institution of higher learning in 
South Texas. In E-Learn: World Conference on 
E-Learning in Corporate, Government, Healthcare, 
and Higher Education (Vol. 2014, No. 1, pp. 717-723).

• Handal, B., El-Khoury, J., Campbell, C., & Cavanagh, 
M. (2013). A framework for categorising mobile 
applications in mathematics education. Australian 
Conference on Science and Mathematics Education.

• Hong, S., Thong, J. Y., & Tam, K. Y. (2006). 
Understanding continued information technology 
usage behavior: A comparison of three models in the 
context of mobile internet. Decision support systems, 
42(3), 1819-1834.

• Hong, S. J., Thong, J. Y., Moon, J. Y., & Tam, K. Y. 
(2008). Understanding the behavior of mobile data 
services consumers. Information Systems Frontiers, 
10(4), 431-445.

• Hwang, G. J., Yang, T. C., Tsai, C. C., & Yang, 
S. J. (2009). A context-aware ubiquitous learning 
environment for conducting complex science 
experiments. Computers & Education,  
53(2), 402-413.

• Jiang, J. J., Hsu, M. K., Klein, G., & Lin, B. (2000).  
E‐commerce user behavior model: an empirical  
study. Human Systems Management,  
19(4), 265-276.

• Kim, Y. G., & Woo, E. (2016). Consumer acceptance 
of a quick response (QR) code for the food 
traceability system: Application of an extended 
technology acceptance model (TAM). Food Research 
International, 85, 266-272.

• Klopfer, E., Squire, K., & Jenkins, H. (2002). 
Environmental detectives: PDAs as a window into 
a virtual simulated world. In Wireless and Mobile 
Technologies in Education, 2002. Proceedings. IEEE 
International Workshop on (pp. 95-98). IEEE.

• Koo, D. M. (2003). An investigation on consumer’s 
internet shopping behavior explained by the 
technology acceptance model. Journal of  
Korean Management Information System,  
14(1), 141-170.

• Lee, M. K., Cheung, C. M., & Chen, Z. (2005). 
Acceptance of Internet-based learning medium: the 
role of extrinsic and intrinsic motivation. Information & 
management, 42(8), 1095-1104

• Lee, D. Y., & Lehto, M. R. (2013). User acceptance 
of YouTube for procedural learning: An extension 
of the Technology Acceptance Model. Computers & 
Education, 61, 193-208.

• Letseka, M., & Maile, S. (2008). High university drop-
out rates: A threat to South Africa’s future. Pretoria: 
Human Sciences Research Council.

• Lin, P. C., Lu, H. K., & Liu, C. H. I. A. (2013). 
Towards an education behavioral intention model for 
e-learning systems: an extension of UTAUT. Journal 
of Theoretical and

• Applied Information Technology, 47(3), 1120-
1127. Retrieved from: http://www.jatit.org/volumes/
Vol47No3/37Vol47No3.pdf (Accessed 5/04/2016)



MANAGERIAL ECONOMICS, TECHNOLOGY AND ENVIRONMENTAL MANAGEMENT

10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th September 2016  

 ISBN 978-0-620-71113-5

31

• Liu, Y. (2008, July). An adoption model for 
mobile learning. In Paper presented at the IADIS 
e-commerce 2008 conference, Amsterdam, The 
Netherlands.

• Massey, A. P., Ramesh, V., & Khatri, V. (2006). 
Design, development, and assessment of mobile 
applications: the case for problem-based learning. 
IEEE Transactions on Education, 49(2), 183-192.

• Moon, J. W., & Kim, Y. G. (2001). Extending the 
TAM for a World-Wide-Web context. Information & 
management, 38(4), 217-230.

• Naismith, L., Lonsdale, P., Vavoula, G., & Sharples, 
M. (2004). NESTA future lab report 11: Literature 
review in mobile technologies and learning. Retrieved 
from https://lra.le.ac.uk/bitstream/2381/8132/4/[08]
Mobile_Review[1].pdf (Accessed 12/ 05/2016) 

• Ong, C. S., & Lai, J. Y. (2006). Gender differences 
in perceptions and relationships among dominants 
of e-learning acceptance. Computers in human 
behavior, 22(5), 816-829.

• Park, Y. (2011). A pedagogical framework for mobile 
learning: Categorizing educational applications of 
mobile technologies into four types. The International 
Review of Research in Open and Distributed 
Learning, 12(2), 78-102.

• Phuangthong, D., & Malisawan, S. (2005, August). 
A study of behavioral intention for 3G mobile 
Internet technology: Preliminary research on mobile 
learning. In Proceedings of the Second International 
Conference on eLearning for Knowledge-Based 
Society (pp. 4-7).

• Pituch, K. A., & Lee, Y. K. (2006). The influence of 
system characteristics on e-learning use. Computers 
& Education, 47(2), 222-244.

• Posel, D. (2011). Adult literacy rates in South Africa: A 
comparison of different measures. Language Matters, 
42(1), 39-49.

• Rainie, L. (2012). Two-thirds of young adults  
and those with higher income are smartphone  
owers. Washington DC: Pew Research Center’s 
Internet & American Life Project. Retrieved 
August, 25, 1014 Retrieved from http://www.
pewinternet.org/files/old-media/Files/Reports/2012/
PIP_Smartphones_Sept12%209%2010%2012.pdf  
(Accessed 11/ 05/2016)

• Sánchez, R. A., & Hueros, A. D. (2010). Motivational 
factors that influence the acceptance of Moodle using 
TAM. Computers in human behavior, 26(6),  
1632-1640.

• Sharples, M. (2000). The design of personal mobile 
technologies for lifelong learning. Computers & 
Education, 34(3), 177-193.

• Shih, J. L., Chu, H. C., & Hwang, G. J. (2011). An 
investigation of attitudes of students and teachers 
about participating in a context‐aware ubiquitous 
learning activity. British Journal of Educational 
Technology, 42(3), 373-394.

• Sommer, L. (2011). The theory of planned behaviour 
and the impact of past behaviour. The International 
Business & Economics Research Journal,  
10(1), 91.

• Tsai, M. T., Chen, K. S., & Chien, J. L. (2012).  
The factors impact of knowledge sharing intentions: 
the theory of reasoned action perspective.  
Quality & Quantity, 46(5), 1479-1491.

• Wang, M., Shen, R., Novak, D., & Pan, X.  
(2009). The impact of mobile learning on  
students’ learning behaviours and performance: 
Report from a large blended classroom. British 
Journal of Educational Technology,  
40(4), 673-695.

• Wang, R., Wiesemes, R., & Gibbons, C. (2012). 
Developing digital fluency through ubiquitous 
mobile devices: Findings from a small-scale study. 
Computers & Education, 58(1), 570-578.



MANAGERIAL ECONOMICS, TECHNOLOGY AND ENVIRONMENTAL MANAGEMENT
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  32
ISBN 978-0-620-71113-5

• Wu, P. H., Hwang, G. J., Tsai, C. C., Chen, Y. C., 
& Huang, Y. M. (2011). A pilot study on conducting 
mobile learning activities for clinical nursing courses 
based on the repertory grid approach. Nurse 
Education Today, 31(8), e8-e15.

• Yun, H., Lee, C. C., Kim, B. G., & Kettinger, W. J. 
(2011). What determines actual use of mobile web 
browsing services? A contextual study in Korea. 
Communications of the Association for Information 
Systems, 28(21), 313-328.



MANAGERIAL ECONOMICS, TECHNOLOGY AND ENVIRONMENTAL MANAGEMENT

10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th September 2016  

 ISBN 978-0-620-71113-5

33

PROF. DR. RER. POL. HABIL. HEINZ ECKART KLINGELHÖFER
Tshwane University of Technology, Ga-Rankuwa Campus

Department of Managerial Accounting and Finance
Building 5 Room 17, Private Bag X680, Pretoria 0001,South Africa

Tel.:   ++27 (0) 12 382-0664
Fax:   ++27 (0) 12 382-0850
Mob.: ++27 (0) 73 231 0852

E-Mail: KlingelhoeferHE@tut.ac.za

SOUTH AFRICA´S NEW CARBON TAXES AND THE PARADOX 
FOR INVESTMENTS INTO GREENHOUSE GAS MITIGATION

ABSTRACT

Carbon taxes are discussed as a market-oriented 
policy instrument to reduce greenhouse gas emissions. 
Incentivising users to reduce fossil fuels, South Africa´s 
planned fuel input tax is supposed to achieve a reduction of 
CO2 emissions. Therefore, this paper examines whether 
an individual producer will actually react as desired 
and invest in greenhouse gas mitigation technologies. 
Considering that such investments affect production, not 
the usually assumed conditions of perfect, but imperfect 
markets need to be taken into account. Thus, this paper 
employs a two-step evaluation approach and identifies 
the determinants of the investor´s price ceiling. This price 

ceiling depends on the (corrected) net present values 
of the payments and on the interdependencies arising 
from changes in the optimal investment and production 
programmes. Although the well-established results of 
environmental economics can be confirmed, increasing 
carbon taxes may lead to sometimes contradictory and 
unexpected consequences. Under certain circumstances, 
investments in greenhouse gas mitigation technologies 
may be discouraged and even increase the emissions. 
However, these results can be interpreted in an 
economically comprehensible manner.

Keywords: fuel input tax, greenhouse gas mitigation, 
corrected net present value, investment appraisal
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INTRODUCTION

Being one of the world’s most carbon-intensive economies, 
“ranked among the top 20 countries measured by absolute 
carbon dioxide (CO2) emissions” (National Treasury, 2010:16; 
2013:19), South Africa has committed to significant reductions 
of greenhouse gas (GHG) emissions (National Treasury, 
2015:1). Of the different alternatives to comply with this target 
(Klingelhöfer, 2006: 14-20; 2000: 70-213):

• regulative policies, which constitute a standard/norm to 
reach the desired target,

• market-oriented policies like

 °  emissions trading,

 °  taxes and subsidies,

 °  environmental liability law, and

• supporting instruments like

 °  moral persuasion to environmentally friendly/
benefitting behaviour (e.g. provision of information, 
education, appeals, social sanctions) and

 °  sanctions to penalise environmentally harmful 
behaviour (e.g. fines, penalties, sentences),

South Africa opted for the second group of market-oriented 
policies. Based on prior research examining different options and 
scenarios (Scenario building Team, 2007; Winkler (ed.), 2007; 
Vorster/Winkler/Jooste, 2011; Winkler/Marquard, 2011; Tyler/
Cloete, 2015), government is planning to introduce a carbon 
tax as a Pigouvian measure to reduce greenhouse gas (GHG) 
emissions from 2017. This means that instead of regulating 
production and emissions directly by standards and norms, the 
decision is let to the producer whether he wants to reduce his 
emissions or, instead, to pay the higher price for emissions. 
Following the rationale laid down by Pigou (1932:172, 174, 
183, 224) it has become commonplace in economic literature 
to indicate that social and later on, environmental policy may 
be made by using taxes and subsidies. According to related 
literature, setting a price for emissions leads to their consideration 

in economic decisions: the individual compares the abatement 
cost to the emissions cost and, consequently, may avoid 
pollution. The charm of this idea is that those polluters reduce 
their emissions more who can do so easier, while others need not 
change, but have to pay. Thus, by setting the “right” price (tax) 
for emissions, an economy may reach the same environmental 
targets as with regulatory instruments, but at distinctive lower 
cost. This advantage may be even greater if the tax revenues 
are spent elsewhere in the economy where mitigation may be 
cheaper (with the consequence that the required tax rate to reach 
the environmental target can be lower; Klingelhöfer, 2000: 81).

Three tax bases were discussed (National Treasury, 2010:30-34; 
2013:46-47):

• The actually measured GHG emissions: This allows for 
targeting pollution at the responsible source and would 
encourage investments e.g. in end-of-pipe technologies, but 
is quite complex in practice since it is difficult to measure 
and monitor the big variety of emissions sources. Thus, it 
leads to high administrative costs.

• Two proxy bases:

 ° upstream, as a fuel input tax, charging all the fossil 
fuels entering the economy, and

 ° downstream, as an energy output tax, levied at the 
emitters.

Since there are natural scientific relations between the amount 
of fuel input and the emissions of CO2, usually leading to 
comparable results to those of taxing the emissions directly, 
South Africa opted for a the introduction of a fuel input tax 
(National Treasury, 2013:47). And in fact, research proves that 
this may be a viable solution for South Africa (Alton et. al., 
2014; Devarajan et al., 2011; Van Heerden et al., 2006). Thus, 
also the newly drafted carbon tax bill (Republic of South Africa, 
2015) considers this discussion proposing that, from 2017, taxes 
to reduce GHG emissions shall be levied with respect to
• the combustion of fossil fuels;

• fugitive emissions in respect of commodities, fuel or 
technology (i.e. the GHGs emitted when extracting, 
processing and delivering fossil fuels); and
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• industrial processes and product use.

Starting at R120 per ton (t) CO2-equivalent, a variety of tax-free 
thresholds and offsets as well as allowances will let the effective 
tax result between R6 and R48 per t CO2-equivalent, and revenue 
recycling shall neutralise the revenue from a macroeconomic 
perspective (National Treasury, 2015; Republic of South Africa, 
2015:14-18). While previous proposals additionally planned 
to increase the tax at a rate of 10 per cent per annum from the 
initially planned introduction in 2015 until 31 December 2019 
(National Treasury 2013: 15, 58), this is no longer stated in the 
newly drafted current tax bill.

In this context, this paper examines the degree to which carbon 
taxes in form of a fuel input tax are actually able to provide 
incentives for individual investments in GHG mitigation 
technologies, i.e. the perspective is not on the whole economy, 
but on an individual investor.  Because of the above mentioned 
natural scientific relations between the amount of fuel input and 
the emissions of CO2, the idea that setting a price for emissions 
leads to their consideration in economic decisions, is supposed to 
be true as well for a carbon tax designed as a fuel input tax. Hence, 
it is thought that due to carbon taxes, investments in emissions 
reduction technologies may become economically significant as 
well.

Since investments of this type affect production, it is necessary 
that the payments and constraints required for a financial 
valuation are derived from production planning, with special 
regard to carbon taxes and joint production. On this basis, it 
is possible to develop a valuation model and to investigate the 
determinants of the individual price ceiling for an investment to 
reduce GHG emissions. The proposed model considers activity-
level-dependent and activity-level-independent payments and 
takes into account the indivisibility of the investment to be 
evaluated. Uncertainty, e.g. resulting from changes in politics and 
in ecological awareness, is also taken into consideration.

Employing duality theory of linear programming, it can be 
demonstrated that the price ceiling depends on the (corrected) 
net present values of the payments and of the interdependencies 
due to changes in the optimal programme. Since earlier versions 
of the planned South African carbon tax regime provided for 
increases (and the effects of different tax rates are a usual object 
not only of academic discussions), sensitivity analysis provides 

information about the (sometimes contradictory and unexpected) 
consequences of such changes. Nevertheless, we are able to 
interpret them in an economically comprehensible manner. For 
better understanding, an example demonstrates these effects. A 
conclusion summarises the main results.

FINANCIAL VALUATION OF INVESTMENTS 
IN GHG MITIGATION TECHNOLOGIES

Background – Financial Evaluation on Imperfect 
Markets under Uncertainty

In economics literature, several studies examine the consequences 
of environmental policy on investments in environmental 
protection technologies (Alton et. al., 2014; Arguedas/
van Soest, 2010; Blanco/Rodrigues, 2008; Buchner, 2007; 
Chakraborty, 2004; Hart, 2008; Hyder, 2008; Knutsson et al., 
2006; Laurikka, 2006; Laurikka/Koljonen, 2006; McGilligan et 
al., 2010; Reinaud, 2003; Scena  rio building Team, 2007; Sekar 
et al., 2007; Tyler & Cloete, 2015; Winkler (ed.), 2007; Vorster/ 
Winkler/Jooste, 2011; Winkler/Marquard, 2011; Yang/Blyth, 
2007; Zhao, 2003; for an overview of different environmental 
tax schemes in the European Union and other countries cf. 
Cansino et al., 2010; Markandya et al., 2009; National Treasury, 
2010:43-49; 2013: 36-39). While some of these refer to a single 
sector or to the whole economy, others take an enterprise point 
of view and employ different techniques for project appraisal 
such as cost-based approaches, discounted cash flow (DCF) 
models, which calculate the present value of an investment by 
discounting future cash flows at an appropriate discount rate, or 
real options analyses and simulations.

However, these models refer to perfect markets, a condition 
that does not apply to most companies: borrowing and lending 
conditions are restricted and differ and the best opportunity is 
not always determined on financial markets. Instead, the best 
opportunity for manufacturing companies will often be an 
investment in other technologies, producing more or less of the 
desired outputs, or trading of emissions allowances. Under these 
circumstances, neither “ordinary” (net) present values merely 
calculated with exogenous interest rates (even if adjusted to 
uncertainty) nor real options values are adequate methods for 
appraising technology investments – the more so because the 
characteristics of investments in GHG mitigating technologies 
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normally may not fulfil all the other prerequisites for applying 
option pricing models either.1

Consequently, to examine the effects of any environmental 
policy on investments in emissions reduction from a company’s 
point of view, we have to consider the following restrictions:

Resulting from restricted capacities (due to budget constraints, 
production constraints or capped emissions), every activity 
in imperfect markets may have interdependencies with 
other decisions. For instance, capital budget constraints may 
restrict the realisation of investment opportunities and limit 
production. On the other hand, the revenues of production may 
extend the possibilities for investments and finance and, thus, 
for environmentally beneficial investments as well. Hence, a 
financial valuation needs to derive the required payments and 
constraints from production theory and production planning, 
with special regard to the carbon tax regime and joint 
production.

This makes it impossible to calculate the value of an 
investment solely by discounting its payments with a single 
market interest rate. Instead, a theoretically correct (partial) 
appraisal demands the endogenous marginal rates of return 
of the best alternatives. Also, it is not possible to determine 
the profitability of an additional object merely by calculating 
net present values: the realisation of additional objects may 
lead to capacity shortages and, therefore, to changes in the 
decision relevance of other objects or capacities (i.e. the 
binding restrictions may change). Consequently, assessing 
the degree of profitability of an additional single investment 
or activity within imperfect markets means a comparison of 
the situation after investing (i.e. the valuation programme) to 
the one before investing (i.e. the basic programme) (Hering, 
2006: 57-59; Jaensch, 1966: 664-665; Klingelhöfer, 2006: 59-
91; Matschke, 1975: 253-257, 387-390). If the maximum value 
of the valuation programme is greater than that of the basic 
programme, it is reasonable to invest. Ensuring this by means 
of a minimum withdrawal constraint, the valuation programme 
finds the maximum payable price p for the investment in 
emissions reduction.

1 Nevertheless, it can be shown that certain discrete option pricing 
models may be derived as special cases of the model presented in 
this paper (Klingelhöfer, 2006: 76-77).

Uncertainty, as it results from either reiterative changes 
of environmental policy, shifts in ecological awareness or 
altered conditions on liberalised waste markets, etcetera, 
may be taken into account by using decision trees (Magee, 
1964a; 1964b; Mao, 1969; and in the context of investment 
planning Klingelhöfer, 2006: 59-83; Laux, 1971: 19-22,  
39-44). Starting with the realised and, therefore, known state s 
= 0 (denoting the state actually realised in t = 0), we obtain a 
set S = {0; 1; …; S} of possible states s, “organised” in a tree 
structure until time horizon t = T. However, the states being 
consecutively numbered from s = 0 to s = S, the two-dimensional 
tree of states for each point in time may be transformed into a 
one-dimensional mathematical structure. Hence, the valuation 
considers payments in all possible states. Information on 
probabilities, means or variances is not necessary, as simple 
dominance considerations are sufficient (we only have to 
know which states can possibly occur; the probability must be 
greater than zero, but smaller than 1). Therefore, the principle 
of Bernoulli and its axioms are not needed.

Derivation of the Payments from Production 
Theory and Production Planning

Every production, particularly with regard to the environment, 
is characterised as joint production: Using activity analysis of 
production (Debreu, 1959: 37-49; Klingelhöfer, 2000: 222-
252, 417-442; Koopmans, 1957: 71-83; 1959; Nikaido, 1968: 
180-185), a singular realisation of the production process b (for 
example, one hour), – the so-called basic activity B,b – consumes 
a combination of several kinds of m inputs rm (e.g., fuel, labour) 
and produces a combination of n wanted and unwanted outputs 
xn (e.g., products, electric power, heat, emissions, waste). Thus, 
a basic activity is defined as a vector of m input and n output 
commodities je:2

2 Underlining a variable denotes a vector and the prime  
(the symbol ´) the transposition of a vector.
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( ) ( ) ( )B,
1 m n 1 m 1 n, , r ; x r , , r ; x , , x 0β

+
′ ′ ′′ ′ϕ = ϕ … ϕ = = … … ≥  (1)

Then, every possible production of a technology set T is a linear combination of the q basic activities with non-negative 
coefficients lb (the levels of the activities b):

( )
q

B,

1
r ; x : β β

β=

′′ ′∀ϕ = ∈ ϕ = ϕ ⋅ λ∑T  (2)

The G production and environmental restrictions can normally be written as follows: 

{ }
q m n B,

1 1
a     b 1; 2; ;

+ β β
εg ε g

β= ε=
⋅ϕ ⋅λ ≤ ∀g ∈ … G∑ ∑  (3)

Introducing a price system with positive prices pƐ for the (desired) input of waste3 and the output of products, prices equal to zero for 
neutral inputs and outputs (e.g. air and water in certain cases; CO2 emissions which are neither restricted nor taxed would fall under this 
category as well) and negative prices for the input of (traditional) factors of production (primary commodities such as material, labour, 
or fuel) and the output of waste and emissions delivers the contribution margin CM:

q q m nB, B,

1 1 1
CM( ) p p p CM( )

+β β β β⋅ ε ε
β= β= ε=

′ ′ϕ = ⋅ ϕ = ⋅ ϕ λ = ⋅ ϕ ⋅ λ = λ∑ ∑ ∑  (4)

Under the conditions of joint production, this contribution margin CM is process specific. It has to be modified when taxes τƐS ≥ 0 for 
CO2 emissions or fuel inputs φƐ are levied:

( ) ( )
q m n B,

1 1
CM( , ) p p CM( )

+ β β
ε ε ε

β= ε=
′ ′ϕ τ = − τ ⋅ϕ = − τ ⋅ϕ ⋅λ = λ∑ ∑  (5)

Then, an investment I in emissions reduction changes (WLOG) the input/output vector qϕ  of process q to Iϕ  – with the amount of 

those components B,I
εϕ  that are standing for the charged fuel inputs and the carbon emissions hopefully reduced compared to the very 

same ones B,q
εϕ  in the original process q. Therefore, for the contribution margin CM of the new production, including process I instead 

of process q, we obtain instead of (5):

3 The objective of production may not only be to produce wanted products, but also to destroy substances which may be recognised as unwanted by 
the economy. Thus, it may be beneficial and desired to use waste as an input, and the producer may even be paid for doing so (e.g. by municipal 
service providers).
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( ) ( )
q 1 m n m nB, B,I I

1 1 1
CM , p p( )

− + +β β
ε ε ε ε ε ε

β= ε= ε=
ϕ τ − τ ⋅ϕ ⋅λ + − τ ⋅ϕ ⋅λ= ∑ ∑ ∑  (6)

For reason of generality, it should be pointed out that such a linear formulation of the production background does not restrict the 
model’s applicability. Although especially in an environmental context one often finds nonlinear relationships, they can normally be 
approximated by piecewise linear functions. This is true for both the objective function and the constraint system. Nevertheless, since 
the derived equations and inequalities (including the contribution margin) will only be part of the constraint system, but not of the 
objective function of the following linear programming approach, the approximation would be even easier. In addition, it should be 
taken into account that (variable) tax rates usually do not tend to change continuously with the quantity of the charged substances φƐ, 
but in intervals. This is especially true for the South African design of a carbon tax: until the threshold the tax is  τƐS = 0, above τƐS = 
R120/t CO2-equivalent. Hence, like in most cases, for South Africa a linear formulation is even more appropriate than a nonlinear one.

Model for the Financial Valuation of Investments into GHG Mitigation Technologies

According to section 2.1, the first step to assessing the degree of profitability of an investment on imperfect markets under uncertainty, 
the basic programme, calculates the maximum value of the situation without realising this investment. The maximum value may be 
operationalised by maximising the sum SWW of weighted withdrawals ws · Ws subject to the constraints of investment and production, 
where s ∈{0; 1; 2; …; S} denotes the present state 0 and the S future states and the weights ws express the decision maker’s individual 
relative preferences for payments in the regarded states.4 Deriving the constraint system, we have to consider the fact that investments in 
GHG mitigation technologies affect production. Therefore, it is necessary to integrate contribution margins, production constraints and 
the payments resulting from environmental policy. While the production constraints (3) become directly part of the constraint system, 
the contributions margins CM according to (5) modify the investment programme’s liquidity constraints: liquidity must be guaranteed 
with respect to all the payments resulting from production and the carbon tax regime, zjs from the other projects invj (e.g. credits or 
loans), the payments uzs which are independent from production quantities and the investment programme (e.g. additional individual 
deposits, fixed rents, payments determined in the past), and the withdrawals Ws; otherwise the company becomes insolvent. Thus, we 
receive the following basic programme as a linear programming problem:

max. SWW, SWW := 
S

s s
s 0

w W
=

⋅∑          (7)

subject to:

Liquidity constraints (capital budget constraints) for the S+1 states s (cp. (5)):

( )
qJ m n B,

js j s s s s s
j 1 1 1

z inv p W     uz s
+ β β

ε ε ε
= β= ε=

− ⋅ − − τ ⋅ϕ ⋅λ + ≤ ∀ ∈∑ ∑ ∑ S

Ґ s production and environmental constraints γ for the S+1 states s (cp. (3)):

4 Although, at first sight, this seems to be similar to using expected values, weighting the payments of each possible state does not imply considering 
probabilities and, therefore, the sum of weights does not have to equal 1.
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q m n B,
s s s

1 1
a   b

+ β β
εg ε g

β= ε=
⋅ϕ ⋅λ ≤∑ ∑

            { }s1; 2; ; s∀g ∈ … G ∀ ∈ S
    

q activity level constraints for the S+1 states s:

{ },max
s s    1; 2; ..., q sβ βλ ≤ λ ∀β∈ ∀ ∈ S

Restrictions of quantity of J other investment objects and financial transactions:

{ }max
j jinv     inv j 1, ..., J≤ ∀ ∈

Non-negativity conditions:

{ } { }j s sinv ,  , W     0 j j = 1; ...; J 1; ...; q sβλ ≥ ∀ ∈ ∀β∈ ∀ ∈ S

Using the known solution of the basic programme (7), the valuation programme calculates the maximum payable price pI which can 
be paid for an investment I in GHG mitigation technologies for process q (w.l.o.g.) under the condition that the investor’s utility may 
not be lower than in the basic programme (minimum withdrawal constraint). Besides this different objective function VAL, it exhibits 
nearly the same structure as the basic programme. However, we have to consider a few changes regarding investment I:

•  In addition to the basic programme we have to take into account all the activity-level-dependent and -independent payments 
caused by this investment. This means that we have to consider not only the adjusted contribution margins according to (6) instead 
of (5), but also the price pI of the investment and other activity-level-independent payments zIs (e.g. for its installation).

• A minimum withdrawal constraint ensures that the utility (= sum of weighted withdrawals) of the new investment programme (i.e. 
the valuation programme) is not less than before (= in the optimal solution SWWopt of the basic programme).

Then, the valuation programme results as follows:

 Imax.  VAL; VAL : p=          (8)

subject to:

Liquidity constraints (capital budget constraints) for the S+1 states s (cp. (6)):

( ) ( )
q 1J m n m nB, B,I I

j0 j 0 0 0 I 0 I0 0 0 00
j 1 1 1 1

z inv p W p  uz z p
− + +ββ

ε ε ε ε ε ε
= β= ε= ε=

− ⋅ − − τ ⋅ϕ ⋅λ + + ≤ + + − τ ⋅ϕ ⋅λ∑ ∑ ∑ ∑

 



MANAGERIAL ECONOMICS, TECHNOLOGY AND ENVIRONMENTAL MANAGEMENT
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  40
ISBN 978-0-620-71113-5

( ) ( )
q 1J m n m nB, B,I I

js j s s s s s Is s s s
j 1 1 1 1

z inv p W   uz z p
− + +β β

ε ε ε ε ε ε
= β= ε= ε=

− ⋅ − − τ ⋅ϕ ⋅λ + ≤ + + − τ ⋅ϕ ⋅λ∑ ∑ ∑ ∑

 { }s 0∀ ∈ S \

Gs production and environmental constraints g for the S+1 states s (cp. (3)):

{ }
q 1 m n m nB, B,I I

s s s s s s
1 1 1

a a     b 1; 2; ; s
− + +β β

εg ε εg ε g
β= ε= ε=

⋅ϕ ⋅λ + ⋅ϕ ⋅λ ≤ ∀g ∈ … G ∀ ∈∑ ∑ ∑ S

Minimum withdrawal constraint (ensuring that the utility is not less than before):

S opt
s s

s 0
w W     SWW

=
− ⋅ ≤ −∑

q activity level constraints for the processes (including the cleaned one) for the S+1 states s:

{ },max
s s    1;  2;  ...;  q 1;  I sβ βλ ≤ λ ∀β∈ − ∀ ∈ S

 
Restrictions of quantity of other investment objects and financial transactions:

{ }max
j jinv     inv j 1, ..., J≤ ∀ ∈

Non-negativity conditions:

{ } { }s j s, inv , W 0 1;  2;  ...,  q 1;  I j 1, ..., J sβλ ≥ ∀β∈ − ∀ ∈ ∀ ∈ S

pI ∈ IR

Besides the maximum payable price pI for the investment and the activity levels I
sλ , for using the cleaned process I (instead of q

sλ  in 

the basic programme), the basic programme and the valuation programme contain the same decision variables: the activity levels s
βλ  

of the q – 1 old processes (before introducing GHG mitigation), the quantities invj of the other investment objects and financial transac-

tions, and the withdrawals Ws. We find that the contribution margins (5) resp. (6) are part of the liquidity constraints, and the restrictions 

(3) are constraints of either programme.
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VALUES, INCREASING TAXES, AND CONSEQUENCES FOR THE WILLINGNESS TO INVEST IN 
GHG MITIGATION TECHNOLOGIES AND FOR EMISSIONS REDUCTION

(Corrected) Net Present Values and the Maximum Payable Price for the Investment

In the case of the existence of a finite positive solution of the basic programme and the valuation programme, according 
to duality theory of linear programming, we obtain information about the determinants of the maximum payable price by 
inserting the optimal solution to the dual problem into the optimal solution to the primal one. Using complementary slack-
ness conditions enables us to interpret the mathematical formula in an economic manner:

By introducing the dual variables

- ls for the liquidity constraints (and the resulting endogenous discount factors ρs,0 = ls/l0 to discount payments in 
states to state 0),

- πgs for the production and environmental constraints,

- s
βζ  and I

sζ  for the activity level constraints and

- ζj for the quantity restrictions of the other investment objects and financial transactions,

and dividing the dual constraints of the decision variables by l0, we obtain the (corrected) net present values NPV(corr) 
of:5

• using the q processes β ∈ {1, 2, …, q} resp. β ∈{1, 2, …, q – 1, I} in the states s:

( )
sm n m n scorr B, B,s s

, s s s s
0 0 01 1 1

, s

lNPV : p a s
l l l

NPV Correction

βG+ + gβ β
λ β ε ε ε εg ε

ε= g= ε=

λ β

π ζ
= − τ ⋅ϕ ⋅ − ⋅ϕ ⋅ ≤ ∀ ∈∑ ∑ ∑
 

S  (9)

 corr
, sNPV :λ β =  discounted contribution margin (incl. carbon tax)

 – discounted monetary equivalent of the required capacity of the production 
and environmental constraints

5 All the following (corrected) net present values NPV are able to be derived from both the basic programme (7) and the valuation programme (8). 
However, the dual variables, and consequently the endogenous discount factors rs,0 = ls/l0 to discount payments in state s to state 0, normally 
differ between the two programmes. In the case of an existing finite positive solution of both the primal and dual valuation programme in 
particular, we can deduce l0 = 1 and, therefore, rs,0 = ls from the complementary slackness condition pI · (1 – l0) = 0 for all the (corrected) NPVs 
derived from the valuation programme: in the case of an existing finite positive solution pI > 0 of the primal and dual valuation programme.
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• realisation of other investment objects and financial transactions j:

S S js
inv, j js js s,0

0 0s 0 s 0

lNPV : z z
l l= =

ξ
= ⋅ = ⋅ρ ≤∑ ∑  (10)

      inv, jNPV :=  discounted payments

Using these results, it is also possible to obtain the desired information about the determinants of the maximum payable 
price for an investment in GHG mitigation technologies. According to the duality theory of linear programming in case 
of an existing finite positive solution, the optimal solutions of the primal and the dual problem are equal. Therefore, the 
optimal solution of the dual problem of the valuation programme provides information concerning the price ceiling. Fur-
thermore, because the withdrawal constraint is part of the constraint system of the valuation programme, it also takes the 
optimal solution SWWopt of the basic programme into account. Ergo, in case of an existing finite positive solution of this 
programme, the optimal solution of its dual can substitute SWWopt in the minimum withdrawal constraint of the valuation 
programme. Consequently, the equation of the price ceiling, which results from the optimal solution of the dual valuation 
programme, contains several corresponding dual variables of both programmes.

Nevertheless, using the (corrected) net present values (9) and (10) allows one to interpret this equation in an economic 

context. If one of the primal variables I
sλ  and s

βλ  of the activity levels or invj of the other investment objects and financial 

transactions is positive, then, by reason of “complementary slackness”, the corresponding inequality (9)-(10) is satisfied as 

an equation. Therefore, we may use the (corrected) net present values NPV(corr) to substitute the corresponding positive 

dual variables I
sζ , s

βζ  and xj of the valuation (VP) and the basic programme (BP).6 Introducing the dual variable d of the 

withdrawal constraint, we then obtain the price ceiling for an investment in GHG mitigation technologies as a sum of 
several (partly corrected) net present values:7 

6 Compare endnote 5.
7 The dual variable d of the withdrawal constraint calculates the value of a marginal increase in SWWopt referring to the objective function of the 

valuation programme (the price ceiling).



MANAGERIAL ECONOMICS, TECHNOLOGY AND ENVIRONMENTAL MANAGEMENT

10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th September 2016  

 ISBN 978-0-620-71113-5

43

 

( )

VP BP
s s

S S Sopt VP I,max VP,I VP BP
Is s s s s s sI

s 0 s 0 s 0
I II III

S VP VP BP BP
s s s s

s 0 1 1

IV
q 1

,max VP, ,
s s s

1

p z l uz l l (11)

b b

= = =

G G

g g g g
= g= g=

−
β β β

β=

= ⋅ + λ ⋅ζ + ⋅ − d ⋅

 
 + ⋅π − d ⋅ ⋅π
 
 

+ λ ⋅ζ − d ⋅ λ

∑ ∑ ∑

∑ ∑ ∑

∑

  



( )

( )
corr,VP

,Is

qS Jmax BP, max VP BP
s j j j

s 0 1 j 1

VIV

S SVP I,max corr,VP VP BP
I,s s,0 s s s,0 s,Is

s 0 s 0NPV 0
(I)

(II)

inv

z NPV  + uz l
λ

β

= β= =

λ
= =>

 
⋅ζ + ⋅ ξ − d ⋅ξ  

 

= ⋅ρ + λ ⋅ ⋅ ρ − d ⋅

∑ ∑ ∑

∑ ∑






VP BP
s s

corr,VP corr,BP
, s , s

(III)

S VP VP BP BP
s s s s

s 0 1 1

(IV)

,max corr,VP ,max BP corr,BP
s s 0, s , s

NPV 0 NPV 0

(V)

b b

NPV l NPV
λ β λ β

G G

g g g g
= g= g=

β β
λ β λ β

> >

 
 + ⋅π − d ⋅ ⋅π
 
 

+ λ ⋅ − d ⋅ λ ⋅ ⋅

∑

∑ ∑ ∑

∑ ∑







VP BP
inv, j inv, j

max VP max BP BP
j inv, j j 0 inv, j

NPV 0 NPV 0

(VI)

inv NPV inv l NPV
> >

+ ⋅ − d ⋅ ⋅ ⋅∑ ∑





opt
Ip = NPV of all activity-level-independent payments of the investment in GHG mitigation technologies  

(without  
opt
Ip  )  (I)

+ NPVcorr of operating the profitable new process at its maximum activity levels λs
I,max  (II)

+ NPV of the changes between VP and BP regarding the valuation of the payments that are  
independent from production quantities and from the investment programme  (III)

+ NPV of the changes between VP and BP regarding the monetary equivalents of the production  
and environmental constraints  (IV)
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+ NPVcorr of the changes between VP and BP regarding the use of the other production processes β  (V)

+ NPV of the changes between VP and BP regarding the realised other investment objects and  
financial transactions  (VI)

This maximum payable price for an investment in GHG mitigating technologies depends on the (corrected) NPVs of its 
payments and on the interdependencies occurring because of changes in the optimal investment programme. Under uncer-
tainty it includes the discounted payments of all states – even those which, in fact, will not occur.

Increasing Carbon Taxes and Consequences for the Willingness to Invest in GHG Mitigation 
Technologies and for Emissions Reduction

As discussed in section 1 of this paper, the new carbon tax in South Africa the tax shall start at R120 per ton (t) CO2-
equivalent, and even though no longer part of the current version, previous versions proposed an increase at a rate of 10 per 
cent per annum until 31 December 2019. To examine the possible effects of such a development on the willingness to invest 
in GHG mitigation technologies, a closer look at (11) is helpful: The economic interpretation of the terms (II) and (V) of 
(11) in connection with (9) demonstrates that carbon taxes affect the price ceiling for GHG mitigation technology invest-
ments via the corrected net present values of the processes. The known results of environmental economics (e.g. the effect 
of Pigou taxes) are confirmed for a single investment. Nevertheless, sensitivity analysis of the left-hand-side coefficients of 
both the basic programme and the valuation programme demonstrates that rising carbon taxes may be counterproductive, 
even for environmentally beneficial GHG mitigation investments. The maximum payable price opt

Ip  may increase, decline 
or remain constant if taxes change. There are several reasons for this:

- Taxes are coefficients for a decision variable which is a basis or non-basis variable. This may differ between 
the basic programme and the valuation programme.

- The minimum withdrawal constraint connects the basic and the valuation programme.

- Negative (corrected) NPVs are not part of the optimal solution: neither in the basic nor in the valuation pro-
gramme.

Therefore, (over-) compensation of the effects of tax changes between the two programmes is possible. To give an example, 
rising taxes may initially ameliorate the conditions of GHG mitigation in comparison to the older processes of the basic 
programme (with the result that an investment in such technologies would be encouraged). However, if the carbon taxes 
continue to rise, parts of the optimal solution of the basic programme may lose their profitability faster than in the valua-
tion programme. Since processes and other objects with (corrected) NPVs which are becoming negative will no longer be 
chosen in the optimal solution, they will not diminish SWWopt any longer either. The optimal solution of the dual valuation 
programme (and consequently opt

Ip ) may then decline. In particular, this situation may be found when, as a result of ris-
ing taxes, production is stopped in the situation without emissions reduction and, therefore, is no longer affected by rising 
carbon taxes (with the consequence that CO2 emissions will no longer occur), while it still delivers a positive contribution 
margin when using GHG mitigation technologies. Thus, in the valuation programme there would still be production to 
cover fixed costs and, consequently, there would be still GHG emissions, while profitability would be more and more af-
fected by higher taxes.
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Accordingly, higher carbon taxes may sometimes even lead to the paradoxical situation that: 1. it is unprofitable to invest 
in GHG mitigation technologies, 2. the marginal incentive to invest is negative, and 3. the emission of GHG even increases.

The following example may help to understand this result. To focus on the main outcomes as stated above and to allow for 
easier reproduction of the calculations, it is kept as simple as possible and will abstract from thresholds and offsets, which 
are supposed to be implemented in the South African carbon tax regime. The reader may also consider that some of the 
other assumptions of the example are not very realistic. However, similar results can be derived with other quantities, a 
longer time horizon, a different structure for the desired withdrawals, more complex assumptions regarding the borrowing 
and lending conditions in the market, and by introducing a bigger number of future states to deal with uncertainty as well.

EXAMPLE: EFFECTS OF INCREASING CARBON TAXES ON THE WILLINGNESS TO INVEST IN 
GHG MITIGATION TECHNOLOGIES AND THE RESULTING EMISSIONS

Given an imperfect market under certainty with lending opportunity at the interest rate iL = 50% (investment object invL), 

but without the possibility of borrowing money, an investor with the initial amount of cash uz0 = 150 [ZAR] in t = 0 wants

to maximise his withdrawals in t =1. Producing a product P with the basic activities 
 

= (4, 5; 8, 10)´ and B,old2ϕ =  ( )B,old2 B,old2 B,old2 B,old2
P1 CO2Fuelr , r ; x , x ′

 = (10, 4; 10, 8)´ at the activity level λold = 1 with the 

current prices 
 p

 = (pr1; pFuel; pP; pCO2)´ = (–12; –6; 30; 0)´ enables him to receive the following contribution margins 

CM:

CM(λold1 = 1) = 
B,old1p 1′ ⋅ϕ ⋅  = –12 · 4 – 6 · 5 + 30 · 8 + 0 · 10 = 162 [ZAR]    (12)

CM(λold2 = 1) = 
B,old2p 1′ ⋅ϕ ⋅  = –12 · 10 – 6 · 4 + 30 · 10 + 0 · 8 = 156 [ZAR]    (13)

Now, the government wants to reduce CO2 emissions. Since it seems that fuel and CO2 emissions are in a proportional rela-

tionship, the idea is levying τFuel on the input of fuel. Therefore the producer considers an investment in a GHG mitigation 

technology. This will change B,old1ϕ  to the vector B,Iϕ = ( )B,I B,I B,I B,I
P1 CO2Fuelr , r ; x , x ′  = (3.25, 3.5; 7, 7)´ of inputs and

outputs. This means: reducing the quantities needed of input 1 by 0.75 [QU] (quantity units) and of fuel by 1.5 [QU] leads 

to 1 product less, but also decreases the CO2 emissions by 3 [t] (thus, with still the same relationship between fuel and CO2 

emissions, government´s underlying assumption for a carbon tax regime using fossil fuel input taxes holds). Consequently, 

producing at the activity level λI = 1 after having invested, the producer receives the contribution margin:

CM(λI =  1) = 
B,Ip 1′ ⋅ϕ ⋅  = –12 · 3.25 – 6 · 3.5 + 30 · 7 + 0 · 7 = 150 [ZAR]    (14)
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In all cases, with and without GHG mitigation, the maximum activity levels are lold1,max = lold2,max = lI,max = 10. For 
the installation of the new technology and the change of production in t = 0, the investor has to spend zI,0 = –150 [ZAR]. 
Then, even without employing the simplex algorithm, we can calculate the maximum utility (the maximum sum of weight-
ed withdrawals) of the basic programme by compounding with the lending rate iL = 50% – e.g., if there are no carbon taxes 
levied, i.e. if tFuel = tFuel,0 = tFuel,1 = 0 [ZAR/QU]:8

SWWopt = (150 + 162 · 10 + 156 · 10) · 1.5 + (162 · 10 + 156 · 10) = 8,175 [ZAR]    (15)

To realise these withdrawals in t = 1, the investor needs to use the processes at their (maximum) activity levels 
old1 old2 old1,max old2,max
t tλ = λ = λ = λ  = 10 in t = 0 and in t = 1. He transfers the money earned in t = 0 to t = 1 by using 

the lending opportunity invL. Hence, the shadow prices of the liquidity constraints are BP  = 1.5 and BP
1l  = 1 (money in t 

= 1 can be withdrawn directly).

For this initial situation, it is obvious that the investment is not sensible: at both points in time, the resulting contribution 
margin is smaller (150 [ZAR] instead of 162 [ZAR]), and the initial amount of cash (plus the interest) for installing the GHG 
mitigation technology and changing production is lost. Thus, the maximum payable price opt

Ip  for realising the investment 
is negative, i.e., the investor only invests in emissions reduction technologies if someone else pays for them. Solving the 
valuation programme confirms this result: opt

Ip =  –350 [ZAR]. It can be proven by equation (11):

With d = 2/3 (the basic programme maximises withdrawals in t = 1, but the valuation programme refers to t = 0), VP
0l  = 1 

(more money in t = 0 allows for paying more for the investment) and VP
1l  = 1/1.5 = 2/3 (more money in t = 0 for less lend-

ing at iL = 50%), we obtain from (11) if the emissions of CO2 are not subject to taxes, i.e., since it is designed as a fuel input 
tax, if τFuel = τFuel,0 =τFuel,1 = 0 [ZAR/QU]:9

8  After 7 iterations, the simplex algorithm provides the optimal solution SWWopt and the values for BP
0l  and BP

1l . That (15) is true, can be con-
firmed by the following considerations: Because lending is not limited, invL is the marginal investment opportunity. Therefore, SWWopt can be 
calculated by compounding the payments resulting from production (the contribution margins) and the initial amount of cash with iL.

9  The values for d, VP
0l ,  and VP

1l  are part of the optimal solution of the valuation programme that results after 7 dual simplex iterations. How-
ever, they can be proven by the given considerations in parentheses. Since the lending opportunity is not limited and no additional constraint 
restricts production, the corrected net present values of the processes are equal to the discounted contribution margins, and the terms (IV) and 
(VI) of (11) do not exist.
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( ) ( )

opt
I

(I)
(II) (III)

(V)

1 2p 150 1 10 150 1 + 150 1 1.5 (16)
1.5 3

1 2 210 156 1 1.5 1 10 162 1.5 1
1.5 3 3

   = − ⋅ + ⋅ ⋅ + ⋅ − ⋅   
   

  + ⋅ ⋅ + − ⋅ + − ⋅ ⋅ ⋅ +    

= 350


 



−

Therefore, the investor has to produce at the maximum activity level λ I,max = λ old2,max = 10 at both points in time again. 
Lending the resulting contribution margin of 3,060 [ZAR] in t = 0 together with the “subvention” opt

Ip =  –350 [ZAR] for 
doing the investment at the interest rate iL = 50% allows for the same utility SWWopt  = 8,175 [ZAR] of withdrawals as 
in the basic programme. However, rising carbon taxes changes this solution: the net present values of the production in 
the terms (II) and (V) of equation (11) will decline according to (9) – although (V) faster than (II) due to more emissions. 
Depending on the fuel input taxes τFuel = τFuel ,0 = τFuel ,1, we obtain the new optimal solutions SWWopt  of the basic pro-
gramme and  pI

opt  of the valuation programme as presented in Table 1:

TABLE 1: OPTIMAL SOLUTIONS OF BP AND VP WITH RESPECT TO CARBON TAXES LEVIED AS FUEL INPUT TAXES

Fuel input 
tax 

[ZAR/QU]

Sum of weighted with-
drawals before investment 

[ZAR]

Maximum  
payable price for 

investment 
[ZAR]

Emissions of CO2
without 

mitigation 
[t]

with 
mitigation 

[t]
0 8,175 -350 180 150

6 6,825 -200 180 150

12 5,475 -50 180 150

14 5,025 0 180 150

18 4,125 100 180 150

24 2,775 250 180 150

30 1,425 400 180 150

32.4 885 460 80 150

36 525 250 80 150

39 225 75 0 70

40 2/7 225 0 0 70

42 225 -100 0 70

42 6/7 225 -150 0 0

48 225 -150 0 0

54 225 -150 0 0



MANAGERIAL ECONOMICS, TECHNOLOGY AND ENVIRONMENTAL MANAGEMENT
10 th International Business Conference 
Club Mykonos, Cape Town •  25th – 28th  September 2016  48
ISBN 978-0-620-71113-5

As may be expected, rising taxes tFuel affect (via the scientific relationship to emissions) the maximum payable price 
for emissions reduction, although not always in the politically desired way, as indicated in section 3.2. Starting from tFuel 
= 0 [ZAR/QU], the contribution margins of production will decline in the basic programme as well as in the valuation pro-
gramme. Since production with the new process I leads to less output than production with the former old1, the contribution 
margin of old1 declines faster, and therefore, the investment becomes increasingly more profitable, reaching its break-even 
point at tFuel = 14 [ZAR/QU] already. Now, the investor is willing to pay for it. Up to tFuel = 32.4 [ZAR/QU], this advantage 
is growing, so that the investor is able to pay increasing amounts for the investment and still receives, at the least, the same 
sum of weighted withdrawals as in the situation without mitigation.

For tFuel > 32.4 [ZAR/QU], the contribution margin of uncleaned production, with process old1, is now too low to continue 
producing with old1

tλ  > 0. As a result, this part of production is stopped in the basic programme, and only production with 
old2 allows for SWWopt. In the valuation programme, however, production with old2 as well as production with the cleaned 
process I is still advisable. Thus, since (in both situations) there is no difference in the use of process old2, while rising taxes 
tFuel still diminish contribution margins of production with I (without equivalent in the basic programme) – the maximum 
payable price opt

Ip  for an investment in GHG mitigation technologies must begin to fall.

For tFuel > 39 [ZAR/QU], production with old2 also becomes unprofitable, and the sum of weighted withdrawals SWWopt 
remains constant (yet, the initial amount of cash uz0 = 150 [ZAR/QU] can be invested at the lending opportunity invL). For 
this reason, only production using the cleaned process I is taxed at rising rates tFuel at both points in time. Consequently, 
constant withdrawals in the situation without investment, together with decreasing contribution margins in the situation 
with the new technology, cause the maximum payable price opt

Ip  for the investment to continue to decline.

For tFuel > 40 2/7 [ZAR/QU], the investment will even lose its profitability: though production with process I is still worth-
while because the contribution margins are still positive, they do not cover the activity-level-independent payments zI,0 = 
–150 [ZAR] for the installation of the new technology, and the change of production in t = 0. If finally tFuel > 42 6/7 [ZAR/
QU], there will not be any production in the valuation programme either. For this reason, the investor will lose zI,0 = –150 
[ZAR] overall.

Nevertheless, although rising carbon taxes in this example may lead the investment in emissions reduction to becoming un-
profitable, it could be argued that GHG mitigation sometimes costs money. But even this argument does not hold: Starting 
at tFuel = 32.4 [ZAR/QU], investing in cleaner technologies leads to more undesired emissions, and for 40 2/7 [ZAR/QU] < 
tFuel < 42 6/7 [ZAR/QU], it has a negative outcome, not only in terms of profitability, but also for GHG mitigation (cf. dark 
shading in Table 1), i.e. the overall GHG emissions rise with the realisation of the investment into GHG mitigation as well.10 

10 Although the investment into GHG mitigation is unprofitable at this tax level, the investor needs to run production on maximum activity level 
in both points in time to use the still positive contribution margins to cover at least some parts of the activity-level-independent payments zI,0 
= –150 [ZAR] for the installation of the new technology. This means that in the situation after realising the investment, there are emissions 
because of necessarily higher production (in comparison to the situation without investment into GHG mitigation) although, in total, the 
combination of investing and production is economically not profitable, i.e. disadvantageous.
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Taking into account that Table 1 furnishes information on the maximum payable price for an investment in emissions re-
duction technologies, but that the actual price to be paid will normally be greater than 0 [ZAR/QU] (the difference between 
both therefore leads to the actual profitability of the investment)11, this dark shaded area of negative outcome for both – the 
investment’s profitability and environmental protection – will be even greater.

CONCLUSION

Being one of the world’s most carbon-intensive economies, South Africa has committed to significant reductions of green-
house gas (GHG) emissions. Of the different alternatives to comply with this target (regulative policies, market-oriented 
policies, and supporting instruments), it opted for market-oriented policies, and has chosen to introduce carbon taxes as a 
Pigouvian measure to reduce greenhouse gas emissions from 2017. One of the tax bases shall be designed as a fuel input 

tax: incentivising users to reduce and/or substitute fossil fuels, it is supposed to achieve a reduction of CO2 emissions.

In order to examine the theoretical consequences of such a tax regime for the individual willingness to invest in GHG miti-
gation, this paper considers that 

- emissions result as by-product from joint production,

- carbon taxes modify the contribution margins, and

- the reduction of emissions affects production as well.

Thus, the payments required for a financial valuation have to be derived from production planning. Already from these 
circumstances, but also taking the business environment of a producer into account, it is obvious that such a valuation can-
not be done under perfect market conditions, but has to take  imperfect market conditions and uncertainty into account. 
Therefore, the paper has offered a two-step evaluation approach, comparing the situation without and after realisation of 
the investment. The model considers activity-level-dependent and -independent payments and handles the indivisibility of 
the investment in two steps.

Applying duality theory allows one to exactly identify the determinants of the individual price ceiling for a GHG mitiga-
tion investment. This price ceiling may be interpreted as a sum of (sometimes corrected) net present values. Information on 
probabilities, means and variances is not required.

Using sensitivity analysis, we have been able to show that increasing taxes do not always encourage individual investments 
into GHG mitigation. In particular cases, they may even lead to the paradoxical situation that: 1. It is unprofitable to invest 
in emissions reduction; 2. The marginal incentive to invest is negative and 3. The pollution even increases.

11 Therefore, since the NPV of an investment in perfect markets shows how much an investor can gain in s = 0 by realising the investment and fi-
nancing it at market conditions, this difference between the actual price to be paid and the maximum payable price (according to the investor’s 
objective function and decision field) may be interpreted as an equivalent to the net present value NPV of an investment in perfect markets.
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PRIMARY FACTORS INFLUENCING THE CHOICE OF 
BUSINESS SCHOOL FOR POSTGRADUATE BUSINESS 

STUDENTS

ABSTRACT 

South African business schools may be largely unaware of 
the primary factors that influence postgraduate business 
students’ choices in selecting the institution in which to 
pursue their postgraduate business qualifications. This 
research attempted to isolate the most important factors 
influencing the choice of business school across a sample of 
postgraduate students’ currently completing postgraduate 
business studies. The production of postgraduate 
students is critical to a nation’s evolution, specifically in 
the current global economy. Graduates of postgraduate 

studies develop the knowledge and expertise required 
in the modern information economy and they acquire the 
challenging skill of producing new knowledge. Presently, 
there is a lack of postgraduate graduates level in South 
Africa. Qualitative research was used for the research. 
The most significant finding to emanate from this study 
was that the reputation of the business school is the most 
important factor influencing the choice of business school. 

Keywords: Business Schools, Choice, Postgraduate 
Business Students, Reputation
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INTRODUCTION

One of the objectives of the study in examining the factors 
that influence postgraduate business students’ choice of 
business school is to create an awareness of these factors 
and this may assist business schools’ target marketing 
activities aimed at postgraduate business students. 
Furthermore, gaining insight into the principal reasons 
why postgraduate business students choose a particular 
business school could contribute to the development of 
a strategy to entice undergraduate graduates to further 
their education by pursuing postgraduate studies at a 
particular business school. While South Africa enrols the 
highest number of tertiary students within the Southern 
African Development Community (SADC), the demand 
for undergraduate education in South Africa extensively 
outstrips supply (Kotecha, Wilson-Strydom, and Fongwa, 
2012). For example, the number of undergraduate 
applications in 2010 was 343 784 where the number of 
new first-year undergraduate students admitted was 71 
095 (Kotecha et al, 2012). These figures indicate that 
undergraduate education in South Africa is extensively 
oversubscribed, because only 20% of new first-year 
undergraduate students who applied for admission at 
universities in South Africa in 2010 were able to commence 
with their studies. In comparison, postgraduate admissions 
for the same period show that of the 33 801 postgraduate 
applications, 27 362 new postgraduate students were 
admitted, representing more than an 80% admission ratio 
for postgraduate students (Kotecha et al, 2012). The severe 
over demand and undersupply of undergraduate education 
in South Africa could imply that prospective undergraduate 
students’ decision and choice are restricted; therefore, 
undergraduate students have limited choices when it 
comes to admission into university. Thus, understanding 
the factors that influence undergraduate student choice and 
decision of the choice of institution may not be as valuable 
as understanding the factors that influence postgraduate 
students’ decision and choice of institution. Furthermore, 
given the comparison of admission rates between 
undergraduate and postgraduate students and purely from 
a conventional supply and demand perspective, it would 
seem that higher education institutions should focus their 
attention, effort and resources on attracting postgraduate 
students as compared to undergraduate students. This 

research study therefore proposed to examine the primary 
factors that influence postgraduate business students’ 
choice of business school comparing postgraduate 
business students enrolled at private business schools 
and postgraduate business students enrolled at public 
business schools.

PROBLEM INVESTIGATED – RESEARCH 
PROBLEM

The factors that influence postgraduate business 
students’ decisions to enroll at business schools in South 
Africa are diverse. There is a paucity of research which 
identifies primary factors that influence postgraduate 
business students’ choice of selecting a business school, 
both globally and specifically in South Africa. Blackburn 
(2011:475) confirms the lack of research in this field by 
stating that “there is limited literature available on the 
selection of [Master in Business Administration] MBA 
programmes by prospective students.” In addition, the 
studies done to date are quantitative in nature and 
therefore a qualitative approach was adopted for the 
present study. In support of Blackburn (2011), Reddy 
(2011) contends that it is generally accepted that 
marketing management plays a vital instructive role in 
education, yet there is a scarcity of universally published 
research identifying students’ preferences of educational 
institutions. Blackburn (2011) recognises that further 
studies on the factors influencing prospective students’ 
choice across multiple institutions could provide valuable 
insight into the existing understanding of the selection of 
MBA programmes by prospective postgraduate business 
students. Although it may be considered that postgraduate 
business students reflect on a wide range of factors 
when choosing a business school, there is no empirical 
evidence to suggest what these primary factors are; 
thus there appears to be a gap in the current research 
on postgraduate students’ choice of business schools 
in South Africa. Maringe (2006) reports that choice and 
decisions made in higher education are undoubtedly 
complex and a multidimensional process that combines 
influences from numerous sources. Maringe (2006) further 
argues that determining the reasons prospective students 
choose an institution is critical to formulating strategies 
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to attract students in an ever more competitive higher 
education industry. Although Maringe (2006) advocates 
that understanding the reasons prospective students 
choose an institution is critical, perhaps in the South 
African context (given the disparity between admission 
rates of undergraduate and postgraduate students), it is 
more pertinent to understand the factors that influence 
prospective postgraduate students choice of institution 
rather than students in general. Moreover, Beneke and 
Human (2010) advise that higher education institutions 
are becoming compelled to be more market orientated 
in respect of student recruitment because the industry is 
becoming more competitive as a result of constraints on 
government spending. 

RESEARCH OBJECTIVES 

The principal research objective of this study was to 
analyse the primary factors that influence postgraduate 
business students’ choice of business schools. The 
secondary research objectives for this study were:

1. To determine the extent to which tuition fees and 
payment structure influenced postgraduate business 
students choice to register at a particular (public/
private) business school.

2. To evaluate the extent to which flexibility (mode of 
delivery, contact, distance) of the programme offering 
influenced postgraduate business students’ choice 
between public and private business schools.

3. To investigate the extent to which the reputation 
of the business school (private/public) attracted 
postgraduate business student enrolment.

THEORETICAL FRAMEWORK

The literature presented discusses the theoretical 
paradigms that underpin the study including one of the 
earliest models outlining the stages of buying behaviour 
by Chapman (1986). By considering the work presented 
by Foskett and Hemsley-Brown (2001), who developed 

the Four Cs model, which essentially expands on the 
understanding of choice in a competitive education 
environment, expands on the understanding of choice in a 
competitive education environment. Finally, reputation and 
branding in higher education institutions are discussed. 
Due to the qualitative nature of this study, the researcher 
followed a theoretical framework to direct the research 
by determining the variables to be measured providing a 
structure to support the theory of the research conducted 
(Mouton, 2001). 

It has been established that the higher education industry 
has become competitive (Beneke and Human, 2010 and 
Hazelkorn, 2012) which may imply that higher education 
institutions need to compete more vigorously to recruit 
students. Maringe (2006) established that undergraduate 
students in the United Kingdom adopt a consumerist 
approach when choosing a higher education institution 
meaning that aspects such as employment opportunities 
and career opportunities significantly overshadow the 
intrinsic value of studying a particular discipline and that 
of the factors included in the marketing mix of universities, 
price was the primary influencing factor. In comparison, 
Law (2013) determined that postgraduate students who 
enrolled at a specific private higher education institution 
in South Africa chose the ranking (reputation) of the 
institution above the cost of the tuition as an influencing 
factor. However, Maringe’s (2006) findings highlight that 
undergraduate students are possibly more concerned 
about what they study whereas Law (2013) found that 
postgraduate students are possibly more concerned 
about the institution at which they study. The differences 
in the factors that influence student decisions between 
undergraduate and postgraduate students are plausible, 
considering the probability that on the one hand, the 
majority of postgraduate students already have careers 
and jobs; therefore, the reputation of the institution 
outweighs the cost of tuition. Whereas, an undergraduate 
student still needs to find a career or job; therefore, the 
consumerist approach at undergraduate level is logical 
but questionable at postgraduate level. Blackburn 
(2011) conducted a qualitative study of the factors 
influencing prospective students’ choice of a Master in 
Business Administration (MBA) programme offered at 
the Business School of the University of Queensland, 
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Australia applying the Chapman (1981) model to support 
the theoretical framework for his study. Blackburn (2011) 
explains that the Chapman model was selected because 
it provides a framework for structuring the interview 
questions used for the study. Similar to Blackburn (2011), 
in this study, the Chapman model was applied to direct 
the structure of the interview questions included in the 
research instrument. It should be noted (as pointed out 
by Blackburn, 2011) that while the Chapman model 
shows how students’ choice of university is directed by 
a combination of several factors, the Chapman model 
does not explain the significance of these various 
factors to the students; thus, it does not provide a reason 
why the students choose a particular factor of influence. 
Chapman (1981) asserts that many colleges in America 
persist with the conviction that they are able to influence 
students’ choice of college by adapting their institutional 
image or specifically targeting their recruitment and that 
few student recruitment officials at colleges apply a logical 
model based on the influences of student choice. Thus, 

in the absence of such a student choice influence model, 
Chapman (1981) says that higher education institutions 
may be overlooking potential ways in which to improve 
student recruitment or may even be overestimating the 
influence of the recruitment strategies that they are 
engaged in. Chapman (1981) opines that the admission 
to university is two-sided in that the universities choose 
the student and the students choose the university. 
While this may be the case, the universities’ choice of 
student is based on relatively simple criteria related to 
the student’s characteristics such as prior education, 
aptitude and socioeconomic status. On the contrary, the 
student’s choice of university is founded on more complex 
external influences and therefore warrants investigation 
and understanding. These external influences vary from 
the influence of significant persons (friends/parents), 
university characteristics (cost, teaching modes and 
location) and university communication (with student, 
written information, campus visits, and admission/
recruitment) (Chapman, 1981). 

Chapman (1981) presents an illustration of the influences affecting prospective students’ choice of colleges as indicated 
in Figure 1.1.

STUDENT CHARACTERISTICS

EXTERNAL INFLUENCES

Prior Education
Aspirations

Aptitude
Socioeconomic Status

Significant Persons
Friends
Parents

Work Colleagues

Fixed University Charactristics
Cost/Financial Aid
Teaching Modes

Location

Univeristy Communication with
Student

Written Information
Campus Visits

Admission/Recruitment

General Expectations
of

University

Student’s Choice
of

University

University’s Choice 
of 

Student

Admission to
University

Figure 1.1: Influences on students’ choice of university
Source: Adapted from Chapman (1981:492)
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The present study defines choice as a selection of the 
primary factors that influence postgraduate business 
students at some point leading up to their decision to 
register at a particular institution. Decision-making can 
be likened to a process of problem-solving which is 
normally referred to as consumer purchasing behaviour. 
Walker and Mullins (2014:147) state that “[s]ince 
purchasing is a problem-solving process, consumers 
often evaluate alternatives on the basis of desired 

characteristics and how valuable each characteristic  
is to the consumer–choice criteria.” A purchase decision 
incorporates a sequence of phases known as the 
prospect’s five mental steps in buying namely attention, 
interest, desire, conviction, and purchase (Futrell,  
2009).

The prospect’s five mental steps in buying steps are 
illustrated in Figure 1.2.

 ATTENTION

 INTEREST

 DESIRE

CONVICTION

PURCHASE

Figure 1.2: A prospect’s five mental steps in buying
Source: Futrell (2009:266) 

Kotler (2003) lists similar stages to purchasing behaviour 
namely, need arousal, information search, evaluation of 
alternatives, and purchase decision; however, unlike Futrell 
(2009), Kotler (2003) includes a stage for the post purchase 
process that consumers experience. The researcher 
contends that the post purchase experience is highly 
relevant specifically to postgraduate students because of 
the high cost (both in money and time) of postgraduate 
education in general, which makes the purchasing decision 
significant and exclusive. As a result, it is subject to much 
deliberation after the decision is made. Chapman (1986) 
appears to be a pioneer in applying the principles of buying 
behaviour to education suggesting that students go through 
distinct stages when selecting an institution.

The following are the stages of buying behaviour outlined 
by Chapman (1986):

PRE-SEARCH BEHAVIOUR

This is the preliminary stage where students 
subconsciously register information they are exposed 
to regarding higher education institutions associating 
higher education with their future prospects (Chapman, 
1986). Maringe (2006) argues that institutions should 
make the most of these formative impressions because 
these early decisions often become the lasting attitudes 
of students and influence student decision making.
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SEARCH BEHAVIOUR

This is the point where students have reduced their choice 
of institution to a select number of institutions and they begin 
to review an assortment of information to inform their final 
decision. It is critical for intuitions to establish where and 
when the students consult information to inform their final 
decision so that institutions can ensure that they are providing 
the appropriate information at the right time and at the right 
place (Chapman, 1986). For postgraduate students, it could 
be assumed that this stage is the point at which the student is 
approaching completion of their undergraduate degree thus 
making undergraduate students in their final year a prime 
target market for postgraduate studies (Chapman, 1986).

APPLICATION STAGE

At this point, students have chosen an institution/s, thus 
they submit their application/s. The key factor for higher 
education institutions at this stage is to ensure that the 
students’ applications are dealt with swiftly to ensure that 
the applicants are kept interested specifically because most 
students tend to apply at multiple intuitions (Maringe, 2006). 
Many will concede that a high standard of customer care and 
quick response time should ensure competitive advantage.

CHOICE DECISION

This is the point at which the student accepts the offer from the 
institution meaning that the university has chosen the student 
as previously indicated by Chapman (1981). Students may 
be accepted to multiple intuitions; therefore Maringe (2006) 
argues that those intuitions that maintain active contact 
with the students tend to build a psychological bond with 
the student and thus stand a better chance successfully 
recruiting the student.

REGISTRATION

This is the point where all the previous stages culminate 
and the student physically registers with the institution 
of their choice. According to Maringe (2006), it is at this 

stage where the students undergo the post purchase 
experience and universities should make a concerted 
effort to retain students early on by catering to the specific 
needs of students (Chapman, 1986).

A thorough comprehension of the stages of buying 
behaviour such as those outlined by Chapman (1986) is 
an essential preliminary stage in the recruitment strategy 
of a higher education institution to compete favourably 
in the recruitment of students. As Maringe (2006:469) 
succinctly states, “[s]eeking to know the reasons students 
choose the institution provides a solid foundation for 
building this understanding and for positioning the 
institution strongly in the competitive recruitment market.”

STUDENT CHOICE AND DECISION MAKING

Prior to Chapman (1986), possibly one of the earliest 
studies to contribute to understanding the factors that 
may influence a student’s choice of university was 
conducted by Krampf and Heinlein (1981). Krampf and 
Heinlein (1981) endeavoured to establish the needs of 
prospective American students by examining the image 
of universities so as to develop more effective ways 
for universities to identify potential students. Notably, 
Krampf and Heinlein (1981) observed that the large 
proportion of the universities they studied were unaware 
of their image in the eyes of prospective students. The 
primary conclusion arrived at by Krampf and Heinlein 
(1981) was that prospective students who had a positive 
attitude towards the universities rated the attractiveness 
of campus, informative campus visits, recommendation 
of family, good programmes in their major, informative 
university catalogue, closeness to home, and friendly 
campus atmosphere as factors that influenced their 
preferences. The study conducted by Krampf and Heinlein 
(1981) is significant to the present study because there is 
a connection between the primary objectives of this study 
(factors that influence postgraduate business students’ 
choice) and the outcomes of the Krampf and Heinlein 
(1981) study as indicated above. 

Hooley and Lynch (1981) conducted a qualitative 
research study to analyse the attributes used by students 
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in the decision-making process at universities in the 
United Kingdom (UK). The six most influential attributes 
identified by Hooley and Lynch (1981) included course 
suitability, university location, academic reputation, 
distance from home, type of university (modern/old), 
and advice from parents and teachers. The link between 
these two studies (Krampf and Heinlein, 1981 and 
Hooley and Lynch, 1981) highlight that the university 
(location and attractiveness), the influence of significant 
persons (Chapman, 1981) and the academic quality of 
the programmes are the common influential factors that 
impact on students’ choice of university. 

A more recent qualitative study conducted by Blackburn 
(2011) examined why students make a choice of a 
particular MBA course in favour of another. Blackburn’s 
(2011) study revealed five key themes: repute, syllabus, 
quality, facilities and career. Blackburn (2011:477) reports 
that “…the complex nature of the phenomenon of why 
students make a choice for a particular MBA course in 
favour of another requires a rich descriptive ‘picture’ of 
the attributes that lead to the student’s decision making.” 
Blackburn (2011) reports that the factors that influence 
students’ choice include the reputation of the university, 
the relevance of the MBA programme content, options of 
flexible delivery, as well as the availability of public transport 
and parking facilities. Blackburn (2011: 482) states that 
“[p]erhaps the most significant finding from the study is 
that reputation is the largest contributing factor to student 
choice when choosing an MBA” which correlates with Law 
(2013) who found that the influence of ranking (reputation) 
trumped price in postgraduate business students choice 
at one specific private higher education institution in 
South Africa. Blackburn (2011) reports that postgraduate 
business students comprehensively research their options 
prior to making a decision and advises that ranking tables, 
university guides, promotional packages, the internet, 
and word-of-mouth are the most common tools being 
used by students to research their MBA options. Reddy 
(2011) confirms that one of the fundamental principles of 
marketing is a clear understanding of the customers’ needs 
which in the case of this research cannot only be likened 
to the factors that influence students choice of institution 
but also to an understanding of the resources students 
consult to influence their choice of business school.

Maringe (2006) argues that gaining an understanding of 
the resources that prospective postgraduate business 
students consult prior to choosing between a private 
and public institution could be valuable strategic 
marketing information to understanding prospective 
postgraduate business students’ purchasing behaviour. 
According to Reddy (2011), the business management 
education industry has become an extremely competitive 
environment and business schools are relying more 
extensively on marketing activities to attract students. 
Reddy (2011) further argues that one of the fundamental 
principles of marketing requires an understanding of the 
customers’ needs. Hazelkorn (2012) supports the notion 
that in an increasingly competitive global environment, 
selectivity has become a critical brand differentiator for 
Higher Education Institutions (HEIs) and the competitive 
nature of the industry is the most likely contributing factor 
to institutions becoming more focused on marketing their 
postgraduate qualifications more aggressively than in the 
past. Within the context of this study, postgraduate business 
students represent the customer/consumer. Walker and 
Mullins (2014:147) state that “[c]ustomer needs are often 
expressed in benefits sought from a particular product or 
service” and the product or service that provides the best 
package of benefits consistent with the customers’ needs 
“…is the most likely to be purchased.” Thus, it could be 
argued that marketers of postgraduate business studies can 
plan targeted marketing campaigns directed at prospective 
postgraduate business students if they understand what 
drives the choices of their target market (postgraduate 
business students). Additionally, it is common knowledge 
that brand differentiation is a key factor associated with 
effective marketing efforts. Therefore, understanding the 
factors that influence postgraduate business students’ 
decisions to enrol at a particular institution could develop 
into a competitive differentiator (Hazelkorn, 2012). 
Accordingly it becomes a vital marketing tool to attract 
postgraduate business students. Blackburn (2011) asserts 
that to attract the best postgraduate students, business 
schools seek an advantage over competitors; thus, the 
configuration and marketing of postgraduate qualifications 
is critical. Foskett and Hemsley-Brown (2001:1) argue the 
significance of expanding the understanding of choice 
in a competitive education environment because of 
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the potential impact that individual choices have on the 
ability of educational institutions to respond appropriately 
and they emphasise the importance of choice in the 
education environment by stating that “the forces which 
determine how parents, and young people discriminate 
between the competitive alternatives offered to them in the 
educational market place…is at the very heart of planning 
in education and training” (Foskett and Hemsley-Brown 
(2001:1). Foskett and Hemsley-Brown (2001) present the 

Four Cs model (Figure 1.3) which is an integrated model 
of choice in education that has been developed from 
extensive research conducted by the Centre for Research 
in Education Marketing at the University of Southampton, 
United Kingdom since its inception in 1994. Understanding 
each aspect of the model as described by Foskett and 
Hemsley-Brown (2001) should contribute to gaining 
insight into the process of choice and decision making in 
educational markets.

Figure 1.3: The Four Cs model of choice and decision-making
Source: Foskett and Hemsley-Brown (2001)

Firstly, context relates to the inherent influential factors 
stemming from the individual’s world such as their 
social networks, cultures and values. Choice influencers 
represent active more obvious influencers such as media 
communications. The determination of who chooses tends 
to be associated with the age of the student. For example, 

a child going to nursery school will not choose the school 
whereas an undergraduate or postgraduate student will 
most likely choose the institution with which to pursue their 
postgraduate studies (Foskett & Hemsley-Brown, 2001). 
The significance of this aspect of the Four Cs model are 
the psychological processes the chooser applies to the 
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choice, for example and possibly most appropriate to 
postgraduate students choice is “…the comparison of 
perceptions and lifestyle images in an informal estimate 
of net long-term and short-term personal gain” (Foskett & 
Hemsley-Brown 2001:1).

The culmination of context, choice influencer and chooser 
ultimately produces a choice which in itself may not be final 
because choice is subject to ongoing interaction with the 
other components of the model and is therefore subject 
to change. The phenomenon that choice in the education 
sector is unstable aligns with the choice decision phase 
of the Chapman (1986) model and with Maringe (2006) 
who argue that those intuitions that are able to develop a 
psychological bond with the prospective student stand a 
better chance successfully recruiting the student.

REPUTATION AND BRANDING IN HIGHER 
EDUCATION INSTITUTIONS

Kirp (2004) presents the argument that an institutional 
brand is synonymous with its reputation. Cosser (2002) 
established that the reputation of the institution emerged as 
the most important factor of influence is a scholar’s choice 
of educational institution following a Human Sciences 
Research Council (HSRC) study. Furthermore, Thomson 
(2002) advocates that branding can be used as a powerful 
medium to send a message to prospective students about 
the quality and standing of the institution. Beneke (2010) 
argues that public higher education intuitions in South 
Africa have for many years relied on state funding to finance 
operations as opposed to attracting the right number or 
diversity of students. Beneke (2010) further posits that in 
recent times, this situation is changing because national 
government has implemented far more rigid and restrained 
budgetary conditions on tertiary educational spending to 
ensure the equitable distribution of available funds across 
all public higher education institutions (DHET, 2014). 
Law (2002) contends with Beneke (2010) by advising 
that because of their traditionalist cultures, especially 
higher education institutions in South Africa have been 
somewhat averse to marketing themselves to prospective 
students. To further illustrate the attitude of educational 
institutions towards branding and marketing, Kotecha 

(2003:4) declares that “…while many academic staff 
may understand this concept in theory, branding smacks 
of something vulgar and market related…the sustained 
myth that surrounds institutions is that branding is not 
needed when the institution has a solid reputation and 
long tradition.” This view as expressed by Kotecha (2003), 
augments this study’s point that while the marketing and 
branding strategy generally forms an integral part of most 
postgraduate business programmes, business schools 
do not seem to apply the same principles they teach in 
class within their own institutions. Beneke (2010) further 
states that very few public higher education intuitions have 
broad and well developed marketing programmes and that 
it appears as if marketing is implemented on an irregular 
basis. However, in their defence, Beneke (2010) argues 
that public higher education institutions are generally 
conservative in nature; therefore they are resistant to 
changes in the market environment. On the contrary, 
Kotecha (2003) presents the perspective of branding from 
a private higher education perspective in South Africa by 
reporting that private higher education intuitions appear to 
have changed the landscape of branding their institutions. 
Kotecha (2003) advises that as opposed to focusing on 
impressive infrastructure and expansive libraries, in the 
1990s, private higher education institutions began to sell 
a lifestyle experience thereby creating a perception that 
private higher education institutions are a place of both 
learning and socialising. Beneke (2010) asserts that 
branding in the higher education segment appears to be 
associated with the quality of graduates produced by the 
institution and that higher education institutions seem to 
be extremely conscious of their image and standing in the 
marketplace. As a result, “...their ‘name’ or reputation often 
underpins their existence” Beneke (2010:34). According 
to Beneke (2010), the management of the reputation 
(brand) of the institution is recognised as a significant 
activity for any educational institution. However, Beneke 
(2010) expounds that while an education institution’s 
brand management is critical and subject to the same 
requirements of any corporate brand (meaning that a 
brand accrues financial benefit to the brand owner), this 
in itself increases the difficulty of managing an educational 
institutions’ brand because they deliberately avoid being 
regarded as commercial institutions. Zemsky, Shaman 
and Shapiro (2001) assert that because of the increasingly 
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competitive nature of the education sector, education 
institutions need to become more active in their marketing 
and brand management endeavours in recruiting their 
customers (students) if they are to sustain their operations. 
Furthermore, Beneke (2010) found that there is need for 
higher education institutions to adopt a positive stance 
towards improving institutional branding not only to attract 
appropriate students but also to ensure that the institutions 
strategic objectives are accomplished.

A review of existing literature related to the research topic 
revealed that factors such as the universities’ location and 
attractiveness, the influence of significant persons, and 
the academic quality of the programmes are common 
influential factors that impact on students’ choice of 
university (Krampf & Heinlein, 1981 and Blackburn, 
2011). To this end, higher education institutions should 
move towards adopting a more positive stance towards 
marketing and brand management not only to attract the 
right mix of student but also to ensure that they meet their 
strategic objectives (Beneke, 2010).

RESEARCH METHODOLOGY

This study applied an interpretivist philosophy which 
according to de Vos, Strydom, Fouche and Delport 
(2011:311) allows researchers to understand reality 
“…by means of a systematic, interactive methodical 
approach” (ontology) and form knowledge “…from the 
understanding of symbols and meaning (epistemology) 
which is the approach best suited to obtain the answers 
to the stated research problem. Raddon (2010) 
advises that an interpretivist approach facilitates the 
understanding of complexity and contextual factors when 
undertaking a research study. Greener (2008) contends 
that interpretivism is frequently applied in business 
research because management and business involves 
human beings and therefore interpretivist reasoning 
upholds that subjectivity is valid in business research. 
In addition, according to Leedy and Ormrod (2013), 
qualitative research recognises that the subject being 
studied has a variety of elements and levels of intensity 
and that qualitative research attempts to represent this 
information in its complex form. The factors that influence 

postgraduate business students’ choice to embark on 
postgraduate business studies are multifaceted; therefore, 
the research methodology applied should match the 
complex nature of the research question. Conversely, 
a quantitative approach may limit the researcher’s 
ability to gain respondents’ deeper insights into the 
study; therefore valuable insights may be overlooked. 
Bloomberg and Volpe (2012:30) state that “[q]ualitative 
research is pragmatic, interpretive, and grounded in 
people’s lived experiences,” which is possibly the best 
tactic to apply in answering the research questions. It 
was established (Blackburn, 2011 and Reddy, 2011) 
that limited formal research exists regarding the factors 
that influence postgraduate business students’ choice 
of business schools. All the research respondents who 
participated in this research were current postgraduate 
business students enrolled at business schools. This was 
done in order to ensure trustworthiness in the study, as 
the current reality of the participants was important in 
that their perceptions of the research should be related 
to how they were portrayed in the work and that the input 
they gave was credible (Bloomberg and Volpe (2012). 
See Annexure A

RESEARCH METHOD

According to Blackburn (2011), there is limited published 
research concerning the influences on students’ choice 
of business school. Blackburn (2011) further reports 
that the information that is available has mostly been 
obtained by means of quantitative research. In addition, 
Blackburn (2011) advocates that a qualitative approach 
to analysing the decision making process of postgraduate 
business students should provide richer insight than has 
been previously achieved, because previous studies 
have primarily concentrated on quantitatively identifying 
the most important factors that postgraduate business 
students consider. 

SAMPLING

De Vos, et al. (2011) advise that sampling strategies are 
not as critical during qualitative studies as compared to 
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quantitative research. This is primarily because of the 
methods with which data is collected during qualitative 
studies as it is the qualitative data collected that is critical to 
answering the research problem. In qualitative research, 
sampling occurs after the objectives of the research have 
been established (De Vos, et al., 2011). The objectives of 
this study were meticulously and categorically established 
prior to sampling considerations and in effect, the 
objectives of this study determined the specific sample 
population of this study. The selected respondents to 
this study are postgraduate business students currently 
enrolled at selected public and private business schools. 
The group of respondents were approached based on 
their ability to provide insight into the research problem. 
There were a total of 37 demographically representative 
research respondents included in this study.  Anderson 
(2010) states that qualitative research requires small 
sample sizes because of the intensity of the work 
required to interpret and report on the data collected. 
Qualitative sample sizes are more about quality than 
quantity and respondents should be selected on the 
basis of their ability to inform the research. According 
to Creswell (2007), the distinguishing factor of a sample 
size is that respondents all have direct experience with 
the phenomenon being studied. According to Leedy and 
Ormrod (2013), research participants are chosen for 
specific reasons to suit the objectives of the research 
study. According to Bryman and Bell (2011), researchers 
adopt non-probability sampling when the researcher 
is unable to guarantee that each element of the 
population will be represented in the research sample. 
A non-probability sampling approach was adopted as 
described by De Vos, et al. (2011:391) who state that 
“…in qualitative investigations non-probability sampling 
is used almost without exception.” The rationale for 
using purposive sampling was to ensure that the most 
suitable research respondents were reached to answer 
the research questions. The non-probability sampling 
approach was supported by the purposive and snowball 
sampling techniques. Snowball sampling was required 
as a backup for this research because as was the case 
with Venter, Boshoff and Marsh (2005), difficulties gaining 
access to the sample population through formal channels 
was experienced. Thus, snowball sampling was used to 
complement purposive sampling in order to increase the 

sample population to an acceptable number of research 
respondents. 

DATA COLLECTION TOOLS

The data for this study was collected using electronically 
(email) assisted qualitative questionnaires, containing 
nine open-ended questions. According to Leedy and 
Ormrod (2013), this is an acceptable method of collecting 
qualitative data. However, Leedy and Ormrod (2013:158) 
caution that “…ethical standards don’t fly out of the 
window simply because you are conversing with people in 
cyberspace rather than in the same room.” Researchers 
should still seek respondents’ written informed consent 
and researchers must protect the respondents’ privacy. 
Moreover, researchers should ensure as best as possible 
that the respondents are suitably qualified to provide 
data that can be used to answer the research problem 
(Leedy and Ormrod, 2013). In addition, to ensure the 
trustworthiness, reliability and consistency of the data 
collected in this study, a pilot or trial run of the study with 
four research respondents was completed to ensure that 
the research instrument was appropriately designed to 
meet the requirements of answering the research problem. 

DATA ANALYSIS METHODS - 
CONSTRUCTING THEMES

According to Ryan and Bernard (2003) being clear and 
reporting on the technique employed for determining 
themes in qualitative research is important. Clearly defining 
the manner in which themes were established allows 
consumers of the research to assess the methodology; and 
qualitative researchers need unambiguous and uncluttered 
terminology to communicate with each other across 
disciplines and epistemological positions. Constructing 
themes from the data is an inductive approach which as 
per the guidance of Bryman and Bell (2007) is applicable 
to the construction of the themes associated to this study. 
According to Ryan and Bernard (2003) there are various 
techniques used for examining data including repetitions, 
indigenous typologies or categories, metaphors and 
analogies, transitions, similarities and differences, 
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linguistic connectors, missing data and theory-related 
material. Notwithstanding the different methods available 
in the construction of themes a repetition approach was 
adopted. Textual data and verbatim text were collected 
and because the text was no more than 1 – 2 lines, the rich 
narrative path could not be followed. The data collected 
can be described as brief descriptors of less than 1 – 2 
paragraphs, therefore indicating that repetition (easy) and 
Word Lists/KWIC (difficult) were appropriate techniques to 
employ in order to identify themes from the data collected 
for this study. Ryan and Bernard (2003) report that 
repetition is one of the most simplistic ways in which to 
identify themes. Ryan and Bernard (2003:97) confirm that 
“[w]ord-based techniques are fast and are an efficient way 
to start looking for themes, particularly in the early stages 
of research.” 

PROCESS TECHNIQUE FOLLOWED FOR 
ANALYSIS OF DATA

The process of data analysis for this study began by 
transcribing the respondent’s individual answers to 
each of the questions in the research instrument into 
one table per question in separate files. The exercise 
of combining all the answers to each question in one 
table provided a consolidated group of answers to each 
question in the research instrument and facilitated ease 
of analysis. In addition to transcribing the responses, 
the responses were read several times to become 
acquainted with the data. Thereafter two more columns 
were added to the consolidated table named preliminary 
and final text (question 1 to 9) applying the Word Lists 
and Key Words in Context (KWIC) approach to draw 
simple observations. As mentioned by Ryan and Bernard 
(2003:96) “If you want to understand what people are 
talking about, look closely at the words they use.”

COMPILING WORD LISTS

According to Ryan and Bernard (2003) word lists are 
produced by identifying distinctive words in the text and 
then counting the number of times the words occur. 
The word search function on MS Word was used to 

perform this task simultaneously highlighting the words 
identified.

KEY WORDS IN CONTEXT (KWIC) 
TECHNIQUE

Ryan and Bernard (2003:97) confirm that “[w]ord lists and 
KWIC techniques can, of course, be combined and are 
particularly helpful when used along with ethnographic 
sources of information.” This research is certainly 
ethnographic in nature as the principle aim of this study 
is to investigate the perceptions, attitudes and choices 
postgraduate business student enrolment at business 
schools. In order to validate the data, a focus group session 
was conducted with five of the research respondents. 

RESULTS/FINDINGS

Drawing from the data collected and verified during the 
focus group session, the overall findings show that 
the the primary factors that influence postgraduate 
business students’ choice of business school include the 
following areas, namely, the reputation of the institution, 
the academic quality, the cost of tuition, association, 
location and the flexibility of classes. From this study 
the most important factor identified is the reputation of 
the institution. This is confirmed through the literature in 
a study conducted by Blackburn (2011) who identified 
that the reputation of the university, the relevance of the 
MBA programme content, options of flexible delivery, as 
well as the availability of public transport and parking 
facilities were factors that influenced on students’ choice 
of university. As reported in similar dated studies, aspects 
that influence students’ choice of educational institution 
(Krampf & Heinlein, 1981; Hooley & Lynch, 1981 and 
Chapman, 1981) indicate that that academic reputation, 
recommendation of significant people and location 
continue to influence students’ choice of university. The 
common link between the studies as mentioned above, 
Blackburn (2011) and this study, indicate that reputation 
features as an important factor of influence on students’ 
choice of educational institution in all three studies. 
Academic quality emerged as the second most important 
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factor of influence on the decision to enrol at a specific 
business school. This is articulated by S’bu, one of the 
respondents, who commented that “…academic weighting 
and rigor was important” and Matso who mentioned her 
choice “It was based on…curriculum and perceived level 
of education.” Academic quality was perceived by research 
respondents the “…quality and attention to detail provided 
by private institutions…small group allocation”, (Violet), 
“…quality of the degree” (Sylvia), “…quality of teaching” 
(Rob) and “…reputation of academic department” 
(Georgia).  Cost of tuition was determined as the third area 
of importance in terms of choice of business school. Self-
funding students’ choice of business school is affected 
by tuition fees and/or payment structure, whereas the 
choice of business school for students receiving financial 
assistance is not affected by tuition fees and/or payment 
structure. Within the context of association, research 
respondents expressed the view that people they hold in 
esteem recommended specific business schools. Violet 
said, “[my company] referred me to [my business school]”. 
Tumi stated, “Many fellow work colleagues studied at my 
current institution.” Joseph mentioned “…recommendation 
of the institution by persons who may have attended”. In 
terms of association, current students often choose to 
carry on studying at the institution were they had studied 
before. Mpo said “I have studied through [business 
school] for a postgraduate qualification before”, Penny 
commented “The primary reason is a recommendation 
received by a colleague” and Jack pointed out that “It was 
the university I completed my undergrad and postgrad 
at.” The respondents indicated that the internet, friends, 
referrals, media and alumni where the resources they 
consulted to assist in their decision of business school. 
Flexibility, significantly impacts on the choice of business 
school. Some postgraduate business students referred to 
their notion of flexibility as being the mode of delivery of 
the offering and others in terms of times of classes or the 
choice of doing distance learning. Respondents referred 
to flexibility as “…convenient lecture times” (Debbie), “…
flexibility to study at my own pace by registering for limited 
modules that can still allow me to attend my demanding job 
as well as fulfil my role as a mother” (Megan), “Flexibility in 
the lecture times as I travel a lot, I had the option of either 
attending week evenings or weekends [which] was not an 
option at some other institutions” (Sam), “I wanted to do 

an MBA where I could attend lectures, either being able 
to attend class during the week or the weekends” (Peter), 
and “…flexibility of the programme, I work overtime and 
weekends and require the different class options for both 
weeknights and weekends,” (Joseph). The location of the 
business school was the least significant factor influencing 
the decision of research respondents, this was indicated 
by Lizzie who said “…location and ease of accessibility 
to the institution”; and Hannah who pointed out: “One of 
the factors that contributed to my choice of institution was 
geographic location.” Penny mentioned that the location 
of the business school was highly important to her and 
she was surprised that the location of the business was 
not rated higher by the respondents. Generally, the 
participants who attended the focus group confirmed the 
primary factors that emerged from the data. This was 
expressed by S’bu who was outspoken in his reaction to 
this finding when he said: “these are the exact things that 
influenced me to choose [my business school]!”

MANAGERIAL APPLICATIONS FOR THIS 
STUDY 

This study has shown that there are numerous primary 
factors that influence postgraduate business students’ 
choice of business school including reputation, academic 
quality, cost of tuition, association, location, and flexibility 
of classes. This study has also revealed that the most 
important resource that prospective students consult in 
terms of their choice of business school is the internet. 
More so, business schools should increase their 
marketing, promotion and advertising campaigns to attract 
postgraduate business students. The first recommendation 
is that business schools are encouraged to develop a robust 
knowledge management system containing data based on 
empirical research to gain a deeper understanding of what 
factors attract postgraduate business students. To this end, 
recommendation 1, should assist business schools to gain 
a better understanding of the reasons why postgraduate 
business students chose their business school as the 
institution with which to pursue their postgraduate business 
qualification. The data collected could inform the business 
schools in targeted marketing campaigns enabling them to 
communicate marketing information based on solid data. 
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Possibly, the most salient feature of this recommendation 
is that the cost associated with gathering this valuable 
information is minimal and if the information is applied 
effectively it could be of significant strategic value to the 
business school. Thereafter, recommendation 2 is that 
business schools should revise, review and introduce 
innovative student fee models and student fee payment 
structures to accommodate students from all Living 
Standards Measure (LSM) categories such as entering 
into strategic partnerships with the corporate sector and 
financial institutions. This study indicates that self-funding 
respondents are affected by tuition fees and/or payment 
structure, whereas respondents receiving financial 
assistance are not affected by tuition fees and/or payment 
structure. Postgraduate business studies are expensive 
and potentially represent a barrier to entry into business 
schools, specifically for those students who do not receive 
financial assistance. Therefore, business schools should 
attempt to attract postgraduate business students who are 
receiving financial assistance because the likelihood that 
these students will experience financial difficulties while 
they are completing their degree is significantly reduced, 
thus also reducing the payment risk to the business school. 
This is not to say that self-funding postgraduate business 
students should be ignored, and perhaps business 
schools could provide more flexible payment structure for 
self-funding postgraduate students. Recommendation 2 
suggests that business schools should enter into strategic 
partnerships with the corporate sector to gain preferred 
postgraduate business education provider status which 
could possibly reduce their payment risk from postgraduate 
business students because students enrolled under these 
circumstances will most likely receive financial assistance 
from their employers. Recommendation 3 is that business 
schools are encouraged to revise and constantly review 
the programme qualification mix to ensure flexibility and 
innovation in postgraduate business education qualification 
offerings. This study has shown that flexibility significantly 
impacts on respondents’ choice of business school where 
many respondents referred to flexibility as being the mode 
of delivery. Blackburn (2011) also identifies the option of 
flexible delivery as a factor that influences students’ choice 
of university. This is convenient within the South African 
context where the majority of postgraduate business 
students complete their degree on a part-time basis, are 

of a mature age and have families and siblings to support. 
Therefore, perhaps business schools should assess the 
flexibility of their postgraduate business qualifications to 
ensure that their offerings are as flexible as possible to 
accommodate the lifestyles of postgraduate business 
students. Recommendation 3 proposed that business 
schools should embark on an evaluation of the flexibility 
of their postgraduate business qualification to ensure that 
they are continually meeting the flexibility requirements 
of postgraduate business students. Recommendation 
4 relates to re-inventing brand, reputation and profile of 
business schools. This study reveals that the reputation 
of the business school significantly impacts on the 
respondents’ choice of business school. Reputation as 
a factor of influence on postgraduate business students’ 
choice of business school is regarded as the most 
significant finding to emerge from this study. The reason 
for this is that the majority of the research respondents 
indicated as such. Furthermore, four separate empirical 
studies (Blackburn, 2011; Cosser, 2002; Law, 2013 and 
Reddy, 2011) that are included in the literature reviewed 
for this study, identified reputation as the primary factor 
of influence on students’ choice. Significantly, Kirp (2004) 
informs us that reputation is virtually inseparable from an 
educational institutional brand and Walker and Mullins 
(2014) report that the quality of the reputation of a brand can 
strongly influence consumers’ perception of the quality of 
a product. It is common knowledge that branding and thus 
reputation, falls squarely within the discipline of marketing. 
Beneke (2010) asserts that higher education institutions 
should transform to adopt a more positive approach 
towards marketing and brand management so that they 
can appeal to the appropriate student blend which will 
assist them to achieve their strategic objectives thereby 
ensuring their sustainability. So, business schools should 
be highly sensitive to the preservation and enhancement 
of their brand and their reputation. The difficulty is that 
education institutions seem to shy away from being 
associated with commercial motives. Since this is the case 
perhaps business schools could consider adopting Walker 
and Mullins’ (2014:253) “Dimensions of Service Quality” 
in order to preserve and enhance their brand image and 
thus their reputation. The problem with reputation is that it 
is generally based on a consumer’s perception; however, 
if a business school could successfully and meaningfully 
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adopt the ‘Dimensions of Service Quality’ then reputation 
as a perception could be managed in a more controlled 
and quantifiable manner. 

CONCLUSIONS

The insight gained from this study could potentially direct 
future studies where much larger sample populations are 
included and mixed methods of research methodologies 
are applied across as many business schools as possible 
so that the findings can be generalised across the 
postgraduate business student population in South Africa. 
Furthermore, the insights gained from a larger more robust 
study could possibly assist business schools with targeted 
marketing, advertising and promotion strategies for the 
purpose of enabling business schools in South Africa to 
attract the most suitable postgraduate business students 
and ensure the prosperity and sustainability of the business 
schools in South Africa. An opportunity exists to leverage 
off this study as a springboard across many businesses 
in South African schools and with a much larger sample 
population specifically because of the paucity of research 
of this nature within the South African education sector. 
In summary, the most important finding of this study was 
that the reputation of the business school was the most 
significant factor of influence on postgraduate business 
students’ choice of business school. 
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ANNEXURE A

Demographics of research participants

There were a total of 37 demographically representative 
research respondents included in this study of which 
the majority were African females (12) followed by white 
males (7), African males (4), Indian females (4), Indian 
males (3), white females (3), Coloured males (3) and 
Coloured females (1). Research respondents across 
nine different business schools participated in this 
study of which 22 (59%) of the research respondents 
were enrolled at public business schools and 15 (41%) 
were enrolled at private business schools. Research 

respondents enrolled at six public business schools and 
three private business schools participated in this study. 
One can infer that most of the research respondents 
were enrolled at public business schools and that the 
spread between public and private business schools 
would be titled towards public business schools because 
in actuality there are more public business schools than 
private business schools in South Africa.

The average age of the research respondents was 36 
years of age with the majority of the research respondents 
(26 of 37) being between the ages of 30 and 49. Ten of 
the research respondents were between the ages of 20 
and 29 and one research respondent was over the age 
of 50. The youngest research respondent to participate 
in this study was 25 years of age and the oldest research 
respondent was 59 years of age indicating that from 
an age perspective, a broad viewpoint to the research 
questions was obtained for this study.

Most of the research respondents (25 of 37) were 
studying towards a Master in Business Administration 
(MBA); however, according to the description of the 
sample population (postgraduate business students), 
not all the research respondents were MBA students. 
The remaining research respondents (excluding MBA 
students) who participated in this study included three 
Postgraduate Diploma in Business Administration 
students, four Master of Commerce in Business 
Management students and five Doctor of Business 
Administration candidates.
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MBA RESEARCH: HOW RELEVANT IS IT?

ABSTRACT

The purpose of this research was to identify the extent and 
nature of the match / mismatch between strategic issues 
faced by managers of listed companies in South Africa 
and the choice of research topics by MBA students. This is 
because many South African executives uphold the view 
that MBA research is seldom relevant to business, and 
is overly reliant on the theory at the expense of practical 
relevance.

Taking a qualitative approach, the two samples, 
comprising all the MBA research reports produced by 
the country’s business schools as reported by Nexus, 

and 140 (stratified) randomly selected annual reports (to 
identify strategic issues) of the Johannesburg Securities 
Exchange (JSE) listed companies, were counted, content 
analysed and compared. 

There were only three areas where current business-
relevant topics were chosen for MBA research. 
Organisational issues tended to be more externally 
focused whereas MBA research topics tended to be more 
internally focused.

Keywords: South Africa; Management education, MBA 
research; MBA  
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The purpose of this research was to compare the nature 
and extent of overlap between three sources of key issue 
identification in the South African business environment. 
These were, firstly, recent academic literature, secondly, 
strategic issues identified by managers of listed companies 
in South Africa (SA) and, thirdly, the choice of research 
topics by MBA students. 

Many business schools argue that their research output 
should advance the discovery and exploration of cutting 
edge knowledge in management − regardless of relevance 
to practicing managers’ current needs (Ivens & Pardo, 
2016). This raises the issue of the extent to which MBA 
research should be more practical or more theoretical 
(AACSB, 2015). In South Africa, unlike in other parts of the 
world, research is a mandatory requirement for all masters’ 
degrees, including the MBA degree, but the challenge is 
whether such research output addresses the management 
challenges of the day (Republic of South Africa, 2007).

The exposure of SA to the global economy subsequent to 
the end of apartheid in 1994 has meant that companies 
in SA became exposed to both local and global strategic 
challenges. The JSE Securities Exchange hosts both 
local and international companies and is one of the top 20 
exchanges in the world by market capitalisation (JSE Ltd, 
2016). It also hosts several companies that are dually listed 
on the local bourses and on other international bourses. 
SA has enjoyed modest economic growth since 1994, and 
is expected to continue on this trajectory (Syriopoulos, 
Makram, & Boubaker, 2015) along with the other BRICS 
countries. The JSE reached an all-time high of 55188.34 in 
April 2015, although the country’s credit rating outlook has 
recently been classified as negative (Trading Economics, 
2014), which puts South Africa in danger of being 
downgraded to “Junk” status (Knee, 2014). 

South African businesses facing strategic challenges are 
comforted by the existence of several business schools that 
are capable of conducting world-class multi-disciplinary 
research. The government’s position of legislating research 
as an integral component of Masters degree is meant to 
encourage the expansion of practical intellectual capacity 
that will be useful for practicing managers (Council for 
Higher Education, 2009). Given the plethora of issues 

that managers need to consider when navigating the 
politico-social-business sphere, the question is whether 
MBA research in SA has responded to the strategic issues 
faced by practitioners in listed companies, or whether it 
has failed to meet practitioner needs.

PROBLEM STATEMENT

There are expectations that student research emerging 
from business schools will assure a continuous flow of 
topical, relevant information to benefit organisations and 
communities (Kieser, Nicolai, & Seidl, 2015).  However, 
many South African executives have long held the view that 
management research is often not relevant in addressing 
the challenges that they face, and furthermore, that 
approaches have been overly influenced by the scientific 
method (Ivens & Pardo, 2016; Mintzberg, 2004) which 
is perceived to elevate academic rigor at the expense of 
practical relevance.
Thus, the purpose of this research was to compare the 
nature and extent of overlap between three sources 
of key issue identification in the South African business 
environment. These were, firstly, recent academic 
literature, secondly, strategic issues identified by managers 
of JSE listed companies in South Africa (SA) and, thirdly, 
the choice of research topics by MBA students. 

SIGNIFICANCE OF THE STUDY

It is hoped that this study will be of value to MBA students, 
business schools, practicing managers and business 
consultants. It is expected that if students research 
industry-relevant issues it would this raise the profile and 
value of their qualification (Kieser et al., 2015), strengthen 
collaboration between academia and business, and 
increase individuals’ marketability to companies. Business 
schools could implement changes to align their curriculum 
and MBA research interests with the needs of practicing 
managers (Sembel, 2015). This collaboration could 
realise benefits in increased inflow of research funds from 
companies (Puplampu, 2015). 

Practicing managers could benefit from this study, in that 
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by sharing their strategic issues with business schools 
they would help produce an MBA graduate who is already 
‘on the ground’ and will be beneficial to their organisation, 
and may provide answers to some of the issues they face 
(Gosling & Mintzberg, 2004). 

Business consultants could benefit as this study could 
help them identify real issues that managers face, and will 
make their advice more relevant to managers. The study 
is intended to provide a foundation for building, improving 
and sustaining collaboration between MBA students, 
business schools and South African organisations.

DELIMITATIONS OF THE STUDY

This study was delimited to MBA research topics identified 
on the Nexus Database (NRF, 2016) and key issues within 
the South African business environment identified from a 
stratified random selection of annual reports of JSE-listed 
South African companies (JSE Ltd, 2016). 

LITERATURE REVIEW

The literature review in this study serves to identify and 
briefly discuss South African business-related issues 
and issues within the literature. The empirical part of the 
study is to content analyse MBA research report titles and 
strategic issues identified from annual reports of JSE-listed 
companies, with a view to evaluating and interpreting the 
extent of overlap - or lack thereof - between these two 
sources and what has been reported in the literature.

The literature points to the main South African issues as: 
the high crime rate and corruption (Van Vuuren, 2016); 
skills shortages (Breier & Erasmus, 2015); the HIV/Aids 
pandemic (Zuma et al., 2016),; the regulatory environment 
and employment issues (Posel, Casale, & Vermaak, 2014); 
Financial issues (including inflation, the volatile currency, 
the effects of the global financial crisis, rising interest 
rates (BongaBonga & Hoveni, 2013); electricity supply 
outages (Baker, Newell, & Phillips, 2014), the environment 
and sustainability (Painter-Morland, Sabet, Molthan-Hill, 
Goworek, & de Leeuw, 2015); leadership crises (Alden & 

Schoeman, 2013); social transformation (Blumberg, 2016) 
and entrepreneurship.

Newsworthy issues that have been at the forefront of the 
news in late 2015 and 2016, such as the immigration crisis 
in Europe and the Brexit vote which saw the UK voting 
to leave the European Union, have not yet appeared as 
priorities in the literature, but will no doubt emerge in the 
near future as major concerns.

Crime and corruption: 

High crime levels have been reported to lead to 
unpredictability and instability in a country, which, in turn 
reduces investor confidence and investment (Fedderke & 
Luiz, 2008; Van Vuuren, 2016), as was found in South Africa. 
The South African Police Service report that approximately 
2.1 million serious crimes were reported in the year ending 
March 2011 (South African Police Service, 2012). Crime 
costs businesses dearly, reducing the number of new jobs 
created in the economy (Business Against Crime, 2008). 
Organisations report declines in worker motivation and 
creativity as a result of workers being direct or indirect 
victims of crime (Grant Thornton SA, 2008). Businesses 
in SA are subjected to crimes such as car hijackings, 
cash in transit heists, bank robberies, farm robberies and 
robberies at shopping centres (Louw, 2007; Wakefield & 
Tait, 2015). SA has also not been doing well in terms of 
corruption either. Transparency International measures 
corruption levels using a Corruption Perception Index and 
attaining a score above 5 out of 10 means a country is 
perceived as less corrupt while attaining a score below 
5 means a country is doing badly in terms of corruption 
perceptions (Donchev & Ujhelyi, 2014). According to these 
reports, SA moved from an index of 5.1 in 2007 to 4.9 
in 2008 indicating a worsening of people’s perception of 
corruption in SA (Transparency International, 2011) and, 
in 2015 (Transparency International, 2015), is even poorer 
at 4.4.

Skills and talent shortages: 

The global labour market has been opened to skilled 
individuals, leading to greater mobility (Pundziene, 
Kundrotas, & Lydeka, 2006), often constraining the growth 
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of organisations (Kahn, 2015). Employees leaving an 
organization carry with them “generic as well as company-
specific knowledge, thus increasing the human capital of 
their new employers while decreasing the human capital of 
their former employer” (Somaya & Williamson, 2008 p29). 
SA has experienced shortages of engineers, artisans, 
investment bankers and other professionals across many 
sectors and yet the number of unemployed unskilled people 
remained high (Metcalfe, 2011; Republic of South Africa, 
2007). The shortage of skilled labour was claimed to be 
partly a result of the apartheid legacy that offered the black 
majority inferior education that did not equip them to take 
up managerial positions. However, it is 22 years since a 
democratic government was elected, and skills shortages 
are still cited as a major cause of unemployment (Visser et 
al., 2015). Unemployment is still high and rising; currently it 
stands at 36% (Day, 2015), higher amongst South African 
youth – reported as 60.3% (Ismail & Kollamparambil, 
2015). Poor or low levels of education has been linked 
to a higher crime rate, with a higher rate of incarceration 
for individuals who have not attained their matriculation 
(Jonck, Goujon, Testa, & Kandala, 2015).

Pandemics and epidemics: 

McKibbin and Sidorenko (2006) observed that pandemics 
reduce the workforce, increase business costs and shift 
consumer demand away from the affected economic 
sectors. Businesses are affected through loss of 
production time, extra sick leave taken, and death. In the 
2009 swine flu outbreak the travel industry was affected 
by the cancellation of flights and tourist bookings, as travel 
warnings were circulated around the world (Charatan, 
2009). Based on modelling studies done by McKibbin 
and Sidorenko (2006) a mild global pandemic would cost 
the world 0.8% of its GDP or $330 billion and developing 
countries would be hardest hit because of capital flight and 
lack of resources.

HIV/AIDS is the most serious challenge in this category 
facing SA managers and has made ‘health management’ 
an integral part of their workload (George & Quinlan, 
2009; Whiteside, Cohen, & Strauss, 2015). The reported 
prevalence amongst the adult population in South Africa 

for 2012 was 12.2% (Shisana et al., 2016), although other 
figures are much higher, eg 20.1% in 2011 (Booysen & 
Summerton, 2011). HIV/AIDS increases costs through 
absenteeism, additional sick leave, loss of productivity, 
additional supervisor time, additional medical benefits, 
early retirement, increased replacement/recruitment 
costs, training costs and the loss of institutional memory 
and knowledge in workers (George & Quinlan, 2009).

Unemployment and the regulatory environment: 

Generally, a highly regulated labour environment is strongly 
correlated with lower income and higher unemployment 
(Djankov & Ramalho, 2009; Feldmann, 2009), and South 
Africa’s rigidly controlling labour laws discourage firms 
from offering permanent employment since it is so difficult 
to lay off or dismiss such employees should it be necessary 
(Bhorat, Lundall, & Rospabe, 2002; Kanbur, 2015). In 
addition, the existence of powerful trade unions federations 
such as the Confederation of South African Trade Unions 
(COSATU) discourages foreign investors because they 
are seen as impediments to labour-employment flexibility 
(Metcalfe, 2011).

In South Africa, compliance costs are high (Ostermann, 
2016). For example, the banking industry in SA claims 
that it is one of the most regulated in the world (Banking 
Association of South Africa, 2016); in 2008 the industry 
had 243 different legislations regulating its conduct and 
compliance costs were estimated at ZAR2 billion. The 
South African Reserve Bank, on the other hand, justified 
the need for regulation in the industry by pointing out that 
regulations and prudent conduct are some of the reasons 
why the local banking sector was largely protected from 
the global sub-prime crisis in 2008 (SARB, 2012).

Financial issues (volatile currency, rising 
interest rates, inflation, financial crisis effects): 

Events in December 2015, when the Minister of Finance, 
Nhlanhla Nene, was summarily fired by President Zuma 
(Karodia, Rehman, & Soni, 2016), the event triggered 
an immediate plummet in the value of the Rand, and 
the currency has been highly volatile since that time. In 
addition, South Africa’s credit rating was downgraded, 
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and, although it hasn’t happened yet (Banking Association 
of South Africa, 2016), the country is in danger of being 
downgraded again to so called “Junk status”, which would 
trigger massive disinvestment.

With regard to inflation, the South African Reserve Bank 
(SARB) adopted inflation targeting as a formal policy in 
2007, although informal inflation targeting had been in 
place for a few years before that (Van der Merwe, 2004). 
Secondary inflationary forces such as increases in electricity 
prices and high wage demands by unions have consistently 
put upward pressure on the inflation rate (SARB, 2016). 
Despite the fact that the price of crude oil has almost halved 
since June 2014, causing major stock market shifts (Arezki 
& Blanchard, 2015) prices have not necessarily come down 
very much. A great deal of the blame has been levelled at 
the 2015/16 drought over much of Southern Africa, dropping 
commodity prices, and persistent currency depreciation in 
South Africa (SARB, 2016).

The effects of the global financial crisis in 2007-
2008 “accelerated and aggravated the crisis of liberal 
democracy in the global north”, and it been suggested 
that these effects may extend to South Africa, Brazil 
and other BRICS countries (Öniş, 2015 p3). It remains 
to be seen whether the upheaval in Britain and Europe 
following the Brexit vote in May 2016 further extends 
financial instability. Consumers suffering from the loss of 
jobs and the decline in credit responded to the crisis by 
tightening their spending and consumption – leading to 
low demand and a cut back in production on the part of 
companies.  

South African companies that were heavily borrowed 
in in the late 2000s were challenged to service their 
borrowings and grow their profits in the face of high 
interest rates which raised finance costs, dampened 
business confidence, and dropped profits and dividend 
pay-outs. These effects were inevitably passed on to 
consumers (Metcalfe, 2011). Between June 1998 and 
July 2012, the prime overdraft rate in SA declined from 
23.99% to 5.0% in July 2012 (Trading Economics, 2016), 
but with a great of fluctuation between these dates. It has 
been pointed out (Jordaan, 2013), that higher interest 
rates lead to job losses.

Power supply: 

Electrical power shortages have become endemic in South 
since the early 2000s (Grover & Pretorius, 2008; Heffner, 
Maurer, Sarkar, & Wang, 2010), reaching a crisis point in 
2008 . Ninety-five per cent of electricity in SA is supplied 
by Eskom (a monopoly) and the balance is supplied 
by independent power producers or is imported from 
neighbouring countries (Eberhard & Mtepa, 2003). The 
stress placed on Eskom’s equipment and plant by efforts 
to minimise outages resulted in unexpected technical 
breakdowns, worsening the crisis (Etzinger, 2008). In fact 
South Africa has undersupplied energy for its economic 
growth for the past 40 years (Pollet, Staffell, & Adamson, 
2015), mainly due to underinvestment; this is a significant 
barrier to economic development in the region.

Sustainability, environmental issues including 
global warming: 

The implications of global warming and the challenges 
posed to business include increased regulations with 
their associated compliance costs (Jones & Levy, 2007), 
particularly around the Kyoto protocol (Kyoto Protocol, 
2005). Changing weather patterns increase the incidence 
of floods, desertification, and reduce agricultural yields 
(Thornton, Ericksen, Herrero, & Challinor, 2014) in addition 
to damaging the ecosystem and wildlife resources, an 
integral part of many tourist destinations. 

As a developing country, South Africa is not bound by 
the rules of the Kyoto Protocol but as a signatory to the 
Kyoto Protocol the country is encouraged to implement 
“clean” principles to projects. In addition, SA companies 
exporting to developed nations may find themselves with 
the challenge of having to comply with environmental 
standards of the developed nations before their products are 
accepted into these markets. For example, EU regulations 
effective January 2008 required that coal imports should 
have low sulphur and nitrogen emission levels. SA’s coal 
has low sulphur but higher nitrogen emissions than coal 
from Indonesia and Colombia and the EU companies could 
be forced to stop buying coal from SA because of high 
nitrogen oxide emission levels that are not compliant with 
EU environmental regulations (De Santis, 2012).
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RESEARCH METHODOLOGY

Taking a qualitative approach, the two samples, comprising 
598 MBA research reports produced collectively by South 
African business schools as reported by Nexus (NRF, 
2016) and 140 (stratified) randomly selected annual 
reports of the Johannesburg Securities Exchange (JSE) 
listed companies, were content analysed. It is recognised 
that the objectives of annual reports are different to those 
of MBA Research Reports; the former intend to inform 
the agendas of stakeholders, the latter relate to meeting 
the academic requirements (a research report comprising 
not less than 25% of the degree assessment) of Master’s 
degrees in South Africa. Annual reports were assumed 
to articulate corporate issues and objectives sufficiently 

comprehensively. The issues identified were then 
compared to the research subject areas from the MBA 
students’ research reports from South Africa’s business 
schools.

RESULTS AND DISCUSSION

Annual reports for 140 listed companies were reviewed and 
issues identified. In total, 33 issues were identified and, by 
broadly applying the Pareto principle (Koch, 1999), it was 
observed that nine issues (27%) cumulatively accounted 
for 80.1% of the frequency of mention by directors in 
annual reports. The results are shown in Table 1.

TABLE 1: TOP 80% ISSUES IDENTIFIED FROM JSE LISTED COMPANIES

# Strategic Issue Total % of 
mentions

Cumulative 
count Cumulative %

1 Inflation / currency / crisis / JSE 166 22,9% 166 22,2%
2 Regulatory environment / labour issues / BEE 91 12,6% 257 34,4%
3 High cost of doing business 61 8,4% 318 42,6%
4 Power /electricity issues 56 7,7% 374 50,1%
5 Environmental and sustainability issues 53 7,3% 427 57,2%
6 Increasing competition / globalisation 51 7,0% 478 64,0%
7 HIV / occupational health & safety 43 5,9% 521 69,7%
8 Skills shortages 39 5,4% 560 75,0%
9 Declining market demand 38 5,2% 598 80,1%
 Total (100%) of mentions = 747 from 33 issues 598   80,1%

Against each identified issue the frequency of mention 
in the annual reports and the percentage proportion 
of companies that mentioned the issue is shown. The 
frequency column shows how many times a particular 
issue was mentioned while the percentage column 
shows the percentage proportion of companies that 
listed a particular issue as a challenge. The most 
frequently mentioned challenge (22% of all mentions) 

is high inflation, currency volatility and financial crisis 
effects, which were collectively mentioned 166 times. 
The least cited challenge was social media, which was 
mentioned only twice, and does not appear in the top 
80% list. 

Table 2 shows the combined MBA research subject 
areas from all of the business schools; they are also rank 
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ordered based on decreasing frequency. Most research 
reports addressed more than one issue, since students 

often choose to research an interaction or relationship 
between two or more variables, constructs or concepts.

TABLE 2: TOP 80% COMBINED BUSINESS SCHOOLS MBA RESEARCH AREAS

# Combined schools subject areas Totals % Cumulative 
count Cumulative %

1 Labour issues / BEE / regulations 106 13,3% 106 14,4%

2 Marketng - Customer service / retention / consumers 
/ branding 104 13,0% 210 26,3%

3 JSE / Investment strategy /crisis 74 9,3% 284 35,5%
4 Strategic management and planning 61 7,6% 345 43,1%
5 Environmental issues including mining 52 6,5% 397 49,6%
6 Entrepreneurship/family business 51 6,4% 448 56,0%
7 ICT/Technology/Knowledge Management 42 5,3% 490 61,3%
8 Organisational perfomance management 31 3,9% 521 65,1%
9 Diversity management/culture 30 3,8% 551 68,9%

10 Operations management/supply chain/logistics 30 3,8% 581 72,6%
11 Talent retention/motivation 28 3,5% 609 76,1%
12 Creativity & Innovation 25 3,1% 634 79,3%
13 Leadership & leadership traits 24 3,0% 658 82,3%
 Total topics mentioned = 800 658  658 82,3%

The results show that the most important issues faced 
by JSE companies were finance related issues, while 
the most researched areas by MBA students were those 
relating to labour and the regulatory environment. The 
second highest researched topic amongst MBAs (13.3%) 
were those areas relating to marketing issues, including 
customer relationships and customer retention; these were 
not indicated in the JSE annual reports at all. The third 
highest research topic was related to financial issues, so 
there was a good degree of matching in that case. Labour 
issues also emerged as a strategic issue amongst listed 
companies, being second highest at 12.6% as well as 
very high on the MBA research agenda. The least written 
about MBA research subject was Occupational Health and 

Safety of the MBA students (0.5%), but this was identified 
as a strategic issue by JSE companies, ranking seventh 
at 5.9% of mentions. On a combined basis, labour issues 
and JSE investment strategy were the first and second 
most researched subject areas. 

The results show that the MBA research areas generally 
did not match the strategic issues that companies faced. 
The results of this study therefore do not support the 
proposition that MBA research subject areas matched the 
strategic issues faced by managers of listed SA companies.
The results as shown in Table 3 show the comparison of 
issues faced by managers of JSE listed companies and 
the subject areas that MBA students researched. The 
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results of this study show that the only issues mentioned 
by companies that MBA students directly researched on 
are financial issues (including inflation, volatile currency, 
the extended effects of the 2008 financial crisis and the 
JSE), regulatory and labour issues and the environment 

and sustainability. Mostly these issues were not given 
the same priority by MBA students (in terms of frequency 
ranking) as they were given by companies, with the 
exception of sustainability and the environment.

TABLE 3: MATCHING MBA RESEARCH AREAS & JSE COMPANY ISSUES

Topic / issue JSE count MBA count
Inflation / currency / crisis / JSE 166 74

Labour issues / BEE / regulations 91 106
High cost of doing business 61 0
Power /electricity issues 56 0

Environmental and sustainability issues 53 52
Increasing competition / globalisation 51 0
HIV / occupational health & safety 43 0
Skills shortages 39 0
Declining market demand 38 0
Marketing - Customer service/retention/consumers/branding 0 104
Strategic management and planning 0 61
Entrepreneurship/family business 0 51
ICT/Technology/Knowledge Management 0 42
Organisational perfomance management 0 31
Diversity management/culture 0 30
Operations management/supply chain/logistics 0 30
Talent retention/motivation 0 28
Creativity & Innovation 0 25
Leadership & leadership traits 0 24

With the exception of the three issues, the results in Table 3 
show that the rest of the issues identified from companies’ 
annual reports were not directly researched very much by 
MBA students, and that the topics mostly researched by 
MBA students are not prominent in company reports. It 
can be observed, however, that the bottom ten items in 
the JSE column in Table 3 are practical day-day issues 
that organisations have to deal with, rather than strategic 

issues, which may be an explanation for the mismatch. 
Other reasons for the lack of alignment could be:  

Lecturer competence

Apart from the three key issues identified in both the annual 
reports and in MBA research, there was very little overlap 
between the strategic issues and the MBA topics. This 
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could be partly explained by the fact that students choose 
subject areas based on the competence of the lecturer. 
Lecturers who are approachable, can make their subject 
area stimulating, challenging and interesting are likely to 
get more students researching their subject area. In one of 
the schools, labour issues were the most researched area 
and it was discovered that 23% of all MBA research was 
supervised by one lecturer, whose area of interest was 
human resources. The rest of the students were supervised 
by over 25 other lecturers on the various other subjects. 
As an anecdotal example from Wits Business School, the 
three most researched areas (JSE investment strategy, 
customer equity and management, and organisational 
behaviour and labour retention) were taught by lecturers 
who have repeatedly won teaching awards at the business 
school.

Faculty composition

No explicit indications of the relationship between a pure 
academic faculty and the nature of the research output 
were found in this research, although management 
educators need to integrate theory and practice (Perriton 
& Hodgson, 2013). However, it is possible that in instances 
where faculty members are more academically oriented, 
with little or no business experience (Bartunek & Rynes, 
2014) their influence on MBA students could also result in 
research that is more theoretical and poorly related to real 
business issues faced by managers.

Funding models

The business schools in South Africa are partly government 
funded on the basis of student throughput, and not on the 
relevance of research. If business schools were funded 
purely by the private sector there would be an expectation 
of some return on investment; the private sector would 
be more involved in curriculum setting and programme 
development to ensure that the business schools 
graduate and research output was relevant and beneficial 
to the stakeholder needs and the business community. 
The funding model, therefore, could potentially help to 
explain the mismatch in the findings – universities are 
more concerned about student throughput numbers than 
research relevance.

Data collection

One of the biggest issues in doing research is data 
collection. The response rates are sometimes low, 
questionnaires are ignored and it is difficult to secure 
interview slots in the busy schedules of respondents. MBA 
students may perhaps be influenced by the difficulty of 
collecting data to concentrate on research areas where 
data is relatively easy to collect, or existing databases 
are readily available. Data collection could be facilitated 
through collaborative arrangements between business 
schools and industry players (Ripamonti, Galuppo, Gorli, 
Scaratti, & Cunliffe, 2015); such a practice could also 
assist in making MBA research more business-relevant. 
The third highest researched subject area by MBA 
students is the JSE Securities Exchange and investment 
strategy, perhaps partly because it is relatively easy to 
gather data in these areas. The JSE Securities Exchange 
has a fully-fledged department that collects and sells data 
to interested parties and this could potentially attract MBA 
students to do more research around investment strategy.

MBA fatigue

MBA programmes are known, amongst other things, for 
their rigour and pressurised schedules that are meant to 
teach students how to manage and operate under pressure 
in the real world. Research projects in these programmes 
are usually done close to the end of the programme 
after course work has been done. The pressure of these 
programmes can result in fatigue in students (Sayed & 
Amber, 2015) particularly as the majority are themselves 
practicing managers studying part time in the evenings 
and over weekends. Fatigue in students at the time of 
doing MBA research could result in them doing research 
‘to get it over with’ rather than because of requirements of 
managers. Further pressure is added by the fact that the 
research report contributes a large component (not less 
than 25% legislated) of the final MBA mark. 

Choice

Perhaps trying to match MBA research and managers 
issues is also complicated by the fact that MBA research 
subjects arise out of personal choice. Students often 
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choose topics that represent an issue of some sort that 
is very specific to their work setting, and they desire to 
resolve that issue. Table 3, pointing to a lot of internal 
company issues as MBA research topics, suggest that 
these may be closest to MBA students’ concerns. It can 
also be said that many part-time MBA students are in 
middle management positions, rather than being senior 
executives, and this would influence the level of the issues 
that they are faced with in the workplace.

Research lag

The issues identified by managers differed from MBA 
research subjects, perhaps, because there could be a lag in 
research so that strategic issues might only be researched 
in later years. It is also possible that some of the issues 
faced by managers will have materialised after some 
students had already decided on their research areas. 
While this is a possible explanation for the differences 
between corporate issues and MBA research interests, it 
begs the question of how quickly MBA students respond 
to industry issues and, when they respond, how relevant 
the responses are.

Technical and specialised research areas

Some of the strategic issues identified by managers, 
such as environmental issues and power shortages were 
not prominent in MBA research areas possibly because 
these issues are technical and are covered in specialised 
technical fields of study. Perhaps environmental issues 
could be researched more in the environmental science 
faculty and power shortage issues in the engineering 
faculty rather than at a business school. It could be a 
challenge in a business school setup to find a supervisor 
for a highly technical topic that may be responding to a 
challenge faced by managers.

Different perspectives

It could also be suggested that one of the reasons why 
the issues identified by managers differed from MBA 
research areas is because the two groups were writing 
from different perspectives - “different logics” (Bullinger, 
Kieser, & Schiller-Merkens, 2015 p437). The managers 

raised strategic issues, the research students wrote from 
a solution perspective, and it is challenging to compare 
these two perspectives. Strategic problems for managers 
will not necessarily have the same description as solutions 
or research areas by MBA students. For instance, 
managers cited increasing competition as a challenge and 
MBA research did not. However, MBA research students 
mentioned customer service and retention (which differs 
from increasing competition), which could be argued to be 
in response to or as a solution to increasing competition 
in business. Although historically the contention that 
academics and practising managers ‘live in different 
worlds’ and therefore focus on different issues seemed to 
hold (Baldridge, Floyd, & Markoczy, 2004) current views 
are that its less of an “either/or situation and more of a 
“both/and” one, in which relevance of each domain to the 
other can be facilitated (Birkinshaw, Lecuona, & Barwise, 
2016).

Consensus issues

The findings of this study also indicate strong consensus 
amongst managers on the strategic problems that 
they faced compared to the issues that MBA students 
researched. Out of the 140 annual reports reviewed 33 
strategic concerns were identified, and out of the 598 MBA 
research reports 63 issues were identified. It seems that 
there is far more agreement amongst companies on the 
issues that they faced and more disagreement on what 
key subjects areas to research amongst MBA students. 
Perhaps if MBA students were generating their research 
subject areas from the issues faced by industry, there 
would also have been fewer subject areas of research and 
more consensuses on industry issues (Zhang, Levenson, 
& Crossley, 2015).

Pure basic and pure applied research

Research has many facets, the two extremes being 
pure basic research and pure applied research. It could 
be suggested that the mismatch of strategic issues from 
companies and MBA research areas is because MBA 
research is not purely applied research but, perhaps, a 
mixture of both applied and basic research. This state of 
affairs begs the question of whether business schools 
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should not largely be centres of applied research. It has 
been suggested that doctoral students act as intermediaries 
between the academic and business worlds (Moshonsky, 
Serenko, & Bontis, 2013), and it is possible that masters 
level research could play a similar role.

Internal vs. external focus

As can be seen from the data in Table 3, the majority of 
the JSE issues were macro-environmental issues, with 
the possible exception of labour issues and legislation 
compliance. Findings from this study suggest that 
companies were more inclined to publically disclosing 
macro-environmental and large strategic issues than 
internal issues. However, much of the MBA research was 
on internal issues, including a number of human resources 
functions (leadership, performance management) and 
marketing activities.

The exclusion of internal issues in annual reports could 
raise the question on how informative the contents of 
annual reports are for the public, the shareholders, and 
other stakeholders.. It seems from this finding that MBA 
students are fulfilling more of an internal consultancy role 
for companies and their research output is focused on 
internal rather than external issues. 

CONCLUSIONS 

South African companies are an intrinsic part of the world 
economy, with similar issues to be faced, although not 
all priorities are the same. Despite the SA government 
legislating research as a component of masters’ degrees 
in order to expand knowledge that could be useful to 
managers (Council for Higher Education, 2009), this 
research found that MBA research areas were different 
from the strategic issues that managers faced, and are 
incongruent. It can further be inferred that SA companies 
are not fully benefiting from the applied knowledge that 
should be produced by local business schools. While the 
debate on the relevance of MBA and academic research 
is far from over, the findings of this study seem to support 
the notion that MBA research is not fully relevant to 
practising managers – but that the level of awareness of 

this discrepancy is sufficient to move towards overcoming 
it (Mingers, 2015). Perhaps the pertinent question arising 
from this study is what business schools are doing to 
bridge the practitioner-academic divide for the collective 
benefit of all stakeholders (Keegan, Tinsan, & Nancarrow, 
2008; Zhang et al., 2015). 

RECOMMENDATIONS

For a business school to remain relevant and have an 
impact on the society in which it exists it has to produce 
output that is visible and beneficial to that society. Business 
schools, as responsible corporate citizens, should seek to 
engage their communities so as to understand the needs of 
the community and make a difference in those communities 
(Paton, Chia, & Burt, 2014). The findings of this study are 
that MBA students are not necessarily researching current 
strategic issues as reflected by the issues of SA listed 
companies. This situation calls for business schools to take 
a stronger leadership role in guiding students in the process 
of selecting MBA research topics.

It is recommended that business schools should form 
collaboration teams with individual companies, industry 
bodies or both (Ripamonti et al., 2015). These collaboration 
teams could be the platform that managers could use to 
inform business schools of the managers’ key research 
areas and would also be a hub for MBA students to glean 
relevant research topics (Mingers, 2015). Muff et al. 
(2013) encourage the formation of research forums where 
academics and managers engage with each other. It is 
also recommended that individual companies and industry 
bodies cooperate with business schools in fostering practical 
research by offering internship programmes for students 
doing research in an area that may benefit the company 
(Schoemaker, 2008).

To promote the idea of encouraging companies to read 
research reports it is recommended that business schools 
be innovative and develop an easy-to-read online platform 
with summaries and abstracts of research reports that can be 
accessed by companies for a nominal fee. Managers could 
then be registered to receive alerts for new research reports 
as and when they are released by the business school.
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It is recommended that MBA students review company 
annual reports, read industry publications, business 
conference papers and other informative publications to 
identify potential areas of research rather than choose a 
research topic that will facilitate a fast completion of an 
MBA. Research projects should be started early in the 
programme to avoid the last minute rush that causes 
students to choose topics on the basis of convenience 
rather than their practical relevance.

Business schools may need to adjust their curricula to 
support more practical research than pure academic 
research. This could also be facilitated by schools ensuring 
that they hire faculty with industry experience rather than 
those with a pure academic career. Business schools can 
make it mandatory for faculty members, as part of their 
‘professional development’ to attend a minimum number 
of business conferences (not academic conferences) so 
that they are aware of issues affecting managers.

It is also recommended that there be an increase in joint 
faculty appointments between business schools and 
the private sector. Companies involved in a joint faculty 
appointment would ensure, as part of their return on 
investment, that output by business schools (including 
MBA research) is relevant to the business community 
(Zhang et al., 2015). 

Consultants may be the only group of people that seem 
to move in and out of the academic and the practitioner 
world. Since consultants interact with both managers and 
academics it is recommended that they pay attention to 
managers’ issues and also feedback practitioner concerns 
to business schools. It could also be recommended that 
faculty members be encouraged to do some consultancy 
work as a way of making them stay abreast of developments 
in the practitioner world.

FUTURE RESEARCH

This research has attempted to open up and raise 
questions for further research in management education. 
One question that needs to be answered by future studies 
would be to determine the how MBA students choose 

their research topics. What influence, if any, do lecturers’ 
teaching skills have on the choice of topic by MBA 
students? What influence, if any, does lecturer “quality” 
have on choice of research topics by students and what 
defines quality in the minds of students?

It would also be beneficial to investigate who uses MBA 
research reports and for what purpose. To what extent 
do managers use (if at all) or refer to MBA research 
output as a source of knowledge to solve some of their 
strategic issues? Do managers consider research reports 
a readable and easily accessible source of knowledge?

This study did not attempt to quantify and use statistical 
inferences to determine the nature of the relationship 
between MBA research and issues faced by managers. 
Future research could focus on collecting empirical data 
that could be used to explore existing relationships.

A more in-depth qualitative study, gathering interview data 
from company executives and MBA students, would result 
in a deeper understanding of the issues, and would also 
be of value.
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EDUCATION (IM)POSSIBLE: IS CONTENT TO BLAME 
FOR THE STATE OF THE MBA?

ABSTRACT

Critics have blamed business education for an over-
reliance on worthless content as one of the reasons for 
poor decision-making in management and leadership over 
the past decade. This discussion looks at what efforts have 
been made prior to the Global Financial Crisis (GFC), the 
role of business schools and efforts after the GFC to make 
the MBA more relevant. It addresses the contribution of 

content to the curriculum and analyses the value of content 
in learning as part of a complex system. The conclusion 
is that content is indeed insufficient as a sole enabler of 
learning. Implications are highlighted regarding the role of 
content, the contribution by the lecturer and the conditions 
for learning. 

Keywords: Business education, subject-discipline 
content, complexity, MBA
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INTRODUCTION

Recent global events

The Global Financial Crisis (GFC) that started in 2007 
is still fresh in our minds. At the time Foster and Magdof 
(2009) identified numerous malevolent practices in global 
economy: a household debt bubble, an explosion of debt 
across the economic spectrum, speculation, monopoly-
finance capital and the predominance of the financial 
markets to name a few. There may most likely be several 
more years of bad economy as a result of these practices 
(Shiller, 2012: ix). In the mind of the ordinary person the 
origins and the finer detail of how the crisis came about 
have faded, but the problems will be with people for a 
long time to come and they may never have complete 
confidence in business decision-makers.

Problems at home

After the GFC, an economic slowdown started globally 
and South Africa’s economy also started contracting 
(Tshabalala, 2015). At the same time, allegations of state 
capture, procurement malpractice and nepotism came to 
the fore. It is now alleged that around 60% of tenders are 
corrupt in some way (Malunga, 2016). There are a myriad 
of cases in the high courts, Supreme Court of Appeal and 
the Constitutional Court that demonstrate poor judgement. 
In general, there seems to be a lack of leadership in the 
public sector (Mokgolo et al, 2012) to the point of stagnation 
of the development trajectory. 

The need for a new direction

Some critics have chosen poor business education at 
a higher level as one of the factors contributing to the 
problems experienced across the management spectrum 
(Podolny, 2009; Rayment & Smith, 2010; Nkomo, 2015; 
Martell, 2008; Casey, 2010; Lynn, 2009; James, 2009). 
The man in the street is questioning the integrity of people 
in business (Anderson, 2012). 

The above concerns have seen the contribution of the 
world’s most sought-after business qualification — the MBA 
— being questioned. If this qualification is launching the 

business person into the higher decision-making spheres, 
why are so many wrong decisions taken by possibly the 
very same graduates? According to Rayment and Smith 
(2010: 9), it is essential that leaders of business schools 
realise that there are fundamental questions they need to 
deal with. Powell (Blaine, 2010) admits that the research 
done by business schools directly affects the way some of 
South Africa’s strategic businesses are run. 

James (2009) is of the view that we need to ask what 
business schools are teaching and how they created 
leaders unable to spot the flaws in the firms they run. 

PROBLEM STATEMENT

What business schools are teaching

Rayment and Smith (2010: 27) are of the opinion that the 
current scenario requires a serious review to establish 
whether current business education is ‘fit for purpose’ 
from a societal viewpoint. Casey (2010) also considers 
the MBA as the real cause of the global financial crisis: 
“It is within the classrooms of the world’s most famous 
business schools that “brash arrogance and blind faith in 
formulae” were bred and that caused the near collapse of 
the global economy.”

With the focus on business education the debate 
shifted to what content (packaged knowledge) business 
schools are teaching. Podolny (2009) is concerned 
that faculty members who rely on quantitative methods 
and mathematical models vastly outnumber those 
who emphasise qualitative techniques and inductive 
approaches. The emphasis on quantitative approaches 
created greater rigour in business schools, but the study 
of management challenges became fragmented, as 
academics in those disciplines carved up managerial 
problems to fit their areas of expertise. They ignored the 
teaching of values and ethics to a large extent.

The research done by Martell (2008: 6) alerts to the 
fact that the Association to Advance Collegiate Schools 
of Business (AASCB), an association that accredits 
business schools worldwide, has also not responded 
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adequately to the current trends, challenges and demands 
of business ethics and social responsibility in business 
schools. According to Podolny (2009), fitness for purpose 
is indeed a problem: “Society has lost confidence in 
many economic institutions – investment banks, credit 
rating agencies, and central banks, for instance – and 
prominent among them is one to which I devoted most of 
my professional life: business schools.”

The need for a different type of graduate

Himsel (2014) agrees that business schools are simply 
not producing “ethical graduates” .Podolny (2009: 
65) wants business schools to force students to ask 
themselves how they can change the world for the better. 
They then need to provide them with the skills, tools and 
values to bring it about in a responsible manner. Stanford 
University (Chronicle of Higher Education, 2010) commits 
to “educate a more diverse graduate student population 
and cultivate leadership potential so that our graduates 
will be able to bring their full talent to bear in solving the 
most vexing problems facing the world.” Podolny (2009: 
65) has some advice for future students: “The school 
should also make students realize that the task isn’t easy 
and will require learning, sacrifice, and determination. If 
MBAs can also earn large sums of money in the process, 
that’s a cause for additional celebration.”

If it is accepted that business education is making a 
difference, the challenge remains to determine what 
content business schools should teach, with specific 
reference to the MBA.

RESEARCH OBJECTIVES

The status of the MBA as a postgraduate degree, 
its multidisciplinary nature, its practical orientation, 
its purpose in relation to the world of business and to 
society’s broader needs, and the differences between 
expectations of the MBA and the actual outcomes of the 
qualifications offered by the business schools, have been 
more or less constantly contested since the opening 
of the first business school in the USA in the late 19th 
century (CHE, 2004: 69). 

Prior to the GFC the Council for Higher Education (CHE) 
did detect some responsiveness to business needs 
in terms of social justice, sustainable economics, and 
citizenship (CHE, 2004: 114). It predicted that further 
attention to these areas will introduce the opportunity 
for management education to contribute not only to the 
education of new managers, but also to the shaping of 
society. (In Nkomo’s view business schools will remain 
in reactive mode unless management education is 
redesigned around the challenges that face both the 
country and the continent (2015: 253). In response 
business schools will have to continuously revisit 
curricula in order to ensure integration of theory, 
application and relevant and  skills. At the core of such 
an effort would have to be a view on what role core 
or standard content should play on the MBA. Is an 
overreliance on content the wrong strategy? Is this even 
a legitimate question?

This discussion is aimed at questioning the assertions 
about content on the MBA in relation to the nature of 
society as a complex human system.

LITERATURE REVIEW

In order to review the literature on the content of the MBA, 
the GFC will be used as an anchor point as it generated 
substantive critique of business education. Efforts to 
improve the MBA prior to the GFC will be discussed. 
Thereafter, critique on the efforts by business schools 
during the GFC will be presented. Attempts to improve 
the learning experience post-GFC will be highlighted 
to further explore the work on the refinement of the 
content of the MBA. Lastly, a conflict between content 
and student engagement will be discussed in order to 
underline the possibility of closed subject-discipline 
(content) boundaries in education. The latter has been at 
the core of the critique leveled against business schools.

Developments prior to the Crisis

Prior to the Crisis the MBA has indeed been criticised for 
being narrowly organised in areas of subject discipline. 
It is asserted that these blocks of content are taught by 
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academics who have not had to assess the effects on 
business over time (Mintzberg, 2004; Pfeffer & Fong, 
2002; Bennis & O’Toole, 2005). Graduates will not have 
the impact on the business sector that is expected, 
because the closed silos of disciplinary knowledge are 
never properly integrated into business practice. Students 
are consuming vast amounts of content without really 
questioning it or challenging it through real-life application. 

Locally, there have been very few substantial studies into 
the relevance of the MBA prior to the GFC. Louw et al. 
(2001) conducted a study that contrasted the opinions of 
MBA graduates and employers on the relative importance 
of core courses, and the management skills and traits 
required in the business environment. The most significant 
contribution to the MBA came as a result of a regulatory 
research initiative by the CHE in 2004. In its report titled 
The State of the Provision of the MBA in South Africa 
(2004), the CHE published its findings on an evaluation 
of all MBAs in the country. The report points to the fact 
that although core content areas are often applied when 
measuring the effectiveness of the MBA, it is the soft skills 
that make students outstanding performers — helping 
others, initiative, leadership, relationships, sense-making, 
hard work, oral communication, written communication 
and understanding the details of an industry (CHE, 2004: 
77). This view on the curriculum of the MBA was a rather 
balanced approach in terms of retaining core disciplines 
and also addressing the qualities of the individual in terms 
of demonstrating the desired behaviour as a manager. It 
is worthwhile noting that the balance between business 
objectives and societal responsibilities is an important 
undertone in the report.

In the aftermath of the GFC, critics continued to express 
serious doubt about the content and effectiveness of the 
MBA. But can business schools really be blamed?

The contributions of business schools

Immediately after GFC, leaders at business schools as 
custodians of learning were criticised for their perceived 
role in the crisis. It was expected that they should have 
been more alert to providing graduates with a better life 
framework. Rayment and Smith (2010: 28) are concerned 

about the accent placed on theory. A too-strong accent 
placed on the teaching of theory may cause students to 
fail when challenged with the real world. They argue for 
a balance between theory and practice. Lynn (2009) is 
not impressed: “The MBA factories must bear blame for 
a shoddy product.” James (2009) agrees and is of the 
view that business schools produced graduates without 
insight. According to him, few people today are able to 
see what is apparent: “that the American subprime market 
was a time bomb waiting to explode and that increasingly 
complex financial instruments spread the risk just about 
everywhere. A cynic might say that a 10-year-old with 
basic arithmetic skills would have done better.”  

It is essential that leaders of business schools realise 
that there are fundamental questions that they need to 
deal with (Rayment and Smith, 2010: 9). Powell (Blaine, 
2010) admits that the research done by business schools 
directly affects the way some of SA’s strategic businesses 
are run – and he even wants to promote this role. The 
question is – are they assisting graduates to ask the 
difficult questions? Not according to Lynn (2009) – he is of 
the opinion that business schools “legitimized a pseudo-
scientific approach to finance that turned out to be bogus; 
promoted a management style that was too mechanistic; 
and formed a managerial elite more interested in rewards 
producing lasting wealth for economies.” Hattingh (2009) 
does not accept the argument that business schools can 
be blamed for the crisis, but he admits that graduates 
leave with an “elevated view of their importance. They 
think they belong to a special breed and are ready to 
rule the world. Their views need to be toned down.” Lynn 
(2009) adds that the last batch of graduates who made 
it to the top did such a bad job that business schools 
cannot be trusted to produce a better calibre of graduate 
in future. Podolny (2009: 63) goes even further: “Fact 
is, so deep and widespread are the problems afflicting 
management education that people have come to believe 
that business schools are harmful to society, fostering 
self-interested, unethical, and even illegal behaviour by 
their graduates. How did we get into a situation in which 
MBAs are part of the problem rather than the solution?” 

The above authors assign a strong position to business 
schools at the heart of the global economy, but to sustain 
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it Rayment and Smith (2010: 4) want business schools to 
change course as they are under threat from a number 
of directions. They quote Stanford’s Harold Leavitt: 
“We have built a weird, almost unimaginable design for 
[business] education that distorts those subjected to it 
into critters with lopsided brains, icy hearts and shrunken 
souls.” 

Post-financial crisis efforts

After the GFC, there were attempts to broaden the 
scope of the degree beyond the standard disciplines. 
Schlegelmilch and Thomas (2011) want the curriculum 
to be rebalanced after the poor judgement exposed in 
terms of behavioural skills, ethics and corporate social 
responsibility. They want to see a more responsible 
manager emerging. Dierdorff, Rubin and Morgeson 
(2009) alludes to the importance of the effect of the work 
context on the managerial role. In this regard Rubin and 
Dierdorff (2009) wanted to ascertain if MBA programs 
in the USA were in indeed delivering relevant content 
to prepare students for contextual pressures. They 
identified shortcomings in terms of the skills and values 
that have to be addressed in the curriculum to improve 
management competency. The Aspen Institute’s survey 
in 2011 identified a stronger focus on business as an 
agent for change in terms of social, environmental and 
economic realities. They concluded that more students 
were increasingly exposed to related content.

Locally, Coetzee’s work (2008) on the postmodern MBA 
suggests a social contract with business in a more networked 
world order. He mentions a revised “canon of knowledge” 
informing the MBA curriculum to address the relationship 
of business with society. Nkomo (2015), providing a more 
local focus, argues for the establishment of indigenous 
management theory while influencing international thinking. 
During 2014–2015, the CHE carried out another sector-
wide evaluation of MBAs, but did not produce a report that 
pointed out any concerns in terms of the effectiveness of 
the curriculum in addressing the needs of business and 
society, which is a pity, given the state of affairs in the 
country. However, it did develop a set of standards for the 
MBA as a professional degree (CHE, 2016), at the same 
time and prior to the conclusion of the evaluations, without 

expanding on the recommendations of the 2004 report. In 
fact, the set of standards, as it stands at the moment, will 
not produce radical change in the nature of the degree and 
will support the enforcement of standard curricula that focus 
mainly on core disciplines. The standards are aimed at 
setting a benchmark for the evaluation of the degree within 
the borders of the country. 

It is clear that for some of the abovementioned authors, 
the MBA curriculum was found wanting at the start of the 
crisis. There is an apparent dichotomy in curricula in that 
some authors argue for the retainment of core disciplines 
and soft skills, while others argue for a more student-
centred approach that is about practical application in 
context. Approaches that inform curriculum development 
tend to have either a dominant subject-discipline-based 
orientation or will rely on student involvement (or a student-
centred focus). The following section will discuss these two 
categories.

Subject-discipline content versus student 
engagement

Contemporary universities are still organised around subject 
disciplines and related research areas as they are seen as 
the producers and custodians of knowledge, and hubs of 
culture. According to Ornstein and Hunkins (2004: 151) 
and Ornstein (1982: 404), the organisation of knowledge 
into areas, bodies of information or classifications has 
occupied world thinkers for centuries. It makes knowledge 
easy to recall, lecturers are trained as subject specialists 
and textbooks are also organised according to subject. 
Kesidou and Rosemann (2002) refer to the curriculum as 
a list of course content and teaching aids. Reproducing 
the “curriculum” is fairly easy and standardisation of 
delivery in particular contexts or across contexts should 
not be a problem. Guyment (1975: 108), reporting from the 
Australian context in the 1970s, used the term “equality” in 
this regard. It was imperative to standardise the curriculum 
in order to ensure that all students received exactly the 
same education in different schools across the state. These 
standardised curricula were “centralised” and inspected. 
The Director-General would be able to say: “It is half past 
nine – every Grade V class is now doing mental arithmetic.” 
(Guyment, 1975: 108). 
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Watkins and Kritsonis (2008: 6) identified two models of 
curriculum: one based on a fragmented view of subject 
matter and another based on the integration of subject 
matter (note that these are both content based). The 
first focuses on individual academic disciplines based 
on facts, concepts and generalisations of a particular 
subject or group of subjects. There is no effort to forge 
relationships between different fields. The second sees 
different subject fields as interdependent. According to 
Watkins and Kritsonis (2008: 6), the latter will ensure 
deeper understanding of the curriculum with students, 
and will ensure meaningful and holistic learning. 

In contrast to the content-based approach, the student-
centred curriculum focuses on student needs and 
interests. A student-centred curriculum does not support 
lecturers drilling facts into the heads of students. Ono 
(2010: 1) argues for changing curriculum content to 
make it more culturally relevant and to accommodate 
students’ needs. The choice, therefore, is between 
prescribed content and freedom in the classroom. 
In this regard, Balbase (2011: 13) described how he 
desired to move away from the curriculum as content 
to the curriculum as a programme of planned activities 
– he wanted his work to be more student-centered and 
directed at society.

The above two foci provide for a narrow and a more inclusive 
definition of the curriculum – a restrictive content-based 
curriculum or a more open interdependent curriculum that 
is student centred. An open interdisciplinary curriculum 
will allow for the inclusion of every possible opportunity 
in the classroom to enable student participation. In this 
case of the latter, lecturers will have more freedom to 
guide learning in the classroom. John Dewey (Ornstein, 
1982: 406) advocated for a balance between subject 
matter and student or classroom experience in order to 
retain the advantages of both.

According to Caput et al (Nd) the educational systems 
of advanced societies are complex and consisting of 
many components that interact on multiple layers. With 
all the critique against the MBA and a possible closed 
curriculum, it is worthwhile determining if content is really 
as essential a component as it is made out to be.

TOWARDS COMPLEXITY THEORY

The debates surrounding the MBA and its content do 
require an investigation into the conventional ways of 
thinking about knowledge in relation to reality. In order to 
present a viable critique of the use of discipline content 
as knowledge, complexity theory will be used to question 
what knowledge is. According to Osberg, Biesta and 
Cilliers (2008: 204), it is not possible to represent real 
knowledge in curricula and there should be less concern 
with representing real knowledge than with living it out in 
different ways. 

Accounting for general complexity

Edgar Morin (2008) identifies restricted and general 
complexity. According to Morin, restricted complexity has 
not made such a positive contribution: “classical science 
has decomposed society; its fragmented demographic and 
economic studies have decomposed the global problem 
and even humanity itself…” (2008: 85–86). Systems 
that are complex in a restricted way have proven to be 
difficult or complex from an empirical point of view, and the 
interconnectedness can only be presented retroactively 
(Morin, 2006: 6). For Stanley (2009: 31), complexity 
sciences are concerned with phenomena in the natural 
and virtual world as they appear on the edge of order and 
chaos and defy conventions. These include stock market 
crashes, the evolution of species and ecosystems, the 
collapse of countries and economic markets, and the 
mind. This view also links to the mathematical modeling 
efforts of the world as a complex system – it is not a 
machine of which the behaviour of every part can possibly 
be described and predicted. 

According to Morin (2006), there is a need to account for 
general complexity: in attempting to understand the whole, 
it is important to understand the parts and the other way 
around. Morin (2006: 6) calls this the whole–part mutual 
implication. He (Morin, 2008: 88) defines organisation as 
that which binds the system together, but it still does not 
provide us with opportunities to generate exact calculations 
about what the whole or the parts consist of – people may 
have to deal with errors, issues and qualities that arise from 
this uncertainty. Stanley (2009: 33) is also of the opinion 
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that no single entity or subset of entities in the collective 
can determine the behaviour of the larger whole. His view 
is that no agent can stand outside the system to direct 
the system, as each and every agent is already a part of 
the system. Individual agents can respond independently 
in their own contexts and the system evolves without a 
“blueprint and authority figure” (Stanley, 2009: 33). Local 
interaction, redundancy and variability can lead to the 
production of any range of patterns.

In the assessment of the world, there is a need to account 
for disorder and uncertainty. There may be no inclusive 
rules, regulations and controls for a complex system where 
activities and relations are randomly formed or dropped. 
These relations may also be dropped accidentally or 
purposefully. People cannot account for every single 
eventuality and for the whole at any given point in time or 
in the future, and it is not possible to provide an imperative 
for every individual to live by at a particular moment that 
will be valid for everybody or forever. 

Business as a complex system

Through mathematical modeling and complicated 
manipulation of data, scientists have attempted to outline 
and refine the systemic character of business – but these 
efforts remain modest and within the bounds of deliberate 
and extreme oversimplification (May & Arinaminpathy, 
2010: 823 & 835). Only recently has attention been focused 
on business networks as complex and dynamic human 
systems. According to Woermann (2013) businesses and 
their environments are complex and they have the ability 
to develop continuously. For Osberg et al. (2008: 209), it 
is difficult to reduce complex behaviour in open systems 
to a set of rules, as they interact with their environment 
and have interconnections which extend not only internally 
beyond and between systems, but also across different 
hierarchical levels.

A global economy can only be described as a tremendously 
complex interconnected network. Large business networks 
are not static and are ever-evolving and dynamic. Even 
though there may be control in terms of regulation and 
legislation, business is self-organising. Williams (1997:vb7) 
describes a complex system in this regard as “one in which 

numerous independent elements continuously interact 
and spontaneously organize and reorganize themselves 
into more and more elaborate structures over time.” 
According to Osberg et al. (2008: 208), complex systems, 
like the economy, cannot be reduced, because of the non-
linear nature of their interconnections. The information 
they contain is not in the individual elements making up 
the system, but distributed in their pattern of interactions.

Given the global financial crisis and the continuous 
creativity with which people are outsmarting the system, 
the world has run out of “simple ideas, simple laws and 
formulas to understand what is going on…” (Morin, 2008: 
84). The challenge is to accommodate the complexity 
that exists in business. In this regard, complexity theory 
offers a new opportunity to help explain the diversity of 
and changes in contemporary organisations undergoing 
globalisation (Walby, 2003: 1). 

Complexity and education

Learning can be defined as the transmission and acquisition 
of knowledge. Understanding the nature of complexity has 
implications for how knowledge is viewed. Carsetti (2013) 
highlights the interrelatedness of complexity, causality, 
meaning, emergence and intentionality in the acquisition 
of knowledge. According to Osberg et al. (2008: 204–206), 
complexity makes representation problematic in schooling 
as it is difficult to represent complex phenomena. Such 
representation will be by its very nature inaccurate as 
there are continuous interactions in complex systems. 
Content can only be models and theories about the real 
world and if it is continuously changing, it cannot be 
represented accurately. Models and theories are therefore 
always provisional in status. For Alhadeff-Jones (2009: 
63), learning involves human error and uncertainty.  

It is through interacting with the world that knowledge 
emerges (Osberg et al., 2008: 211). There is interaction 
with a world that is becoming increasingly complex. 
Our new realisations will also be temporary as there is 
continuous reconceptualisation taking place. It is not 
possible to check whether our knowledge is relevant and 
corresponds to the real world, as such an effort will run into 
trouble as there is no clear picture. For complexity theorists, 
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knowledge emerges from people’s  transactions with the 
world, and the world also changes as people interact with 
it — knowledge is always emergentist (Osberg et al., 
2008: 213). From this perspective, there are therefore no 
final answers and no accurate representations: “There is 
always a part of the system that we cannot account for 
and that does not make its appearance in representation. 
Complexity chance is always already at work in complex 
systems, thereby spoiling the show for representations.” 
(Osberg et al., 2008: 214)

Morin identifies a dialogical combination — using traditional 
scientific approaches and, at the same time, being able 
to transgress their assumptions when they are no longer 
operational (Alhadeff-Jones, 2009: 62). It is advisable to 
think in terms of challenges and not solutions. There is a 
continuous negotiation between order and disorder and 
there is a need to constantly question what legitimises 
models and theories. With this view in mind, learning is a 
“dynamic, self-renewing and creative engagement with 
content and curriculum by means of which students can 
respond and create new realities” (Osberg et al., 2008:216). 

From the point of view of the MBA content needs to be 
engaged with and responded to in order to emerge from 
the learning experience. Content becomes a tool for the 
emergence of new views on ever changing parameters 
rather than a tool for stabilisation and replication (Osberg 
et al., 2008: 216). The conditions need to be established 
to allow for emergent content and knowledge. The MBA 
classroom should be a hive of questioning activity with 
the objective of departing from content for new views to 
emerge. In the midst of this almost violent processing of 
content the lecturer becomes the navigator who exposes 
students to content and its limitations and contributes to 
content through the action of questioning. 

IMPLICATIONS FOR THE MBA CLASSROOM

The MBA learning experience is a challenging one in that 
experienced individuals get together to learn to be more 
effective managers in a world of increasing complexity. Just 
knowing content and being able to apply it will not equip 
students for the task. Accepting Morin’s view (2006 & 2008) 

of general complexity and the assertions of Osberg et al. 
(2008), there are a number of recommendations in terms 
of the content, the conditions of learning and the role of the 
lecturer.

The contribution of content

A certain level of affirmation has to be provided in recognition 
of established discipline-based knowledge. It is not possible 
to generate new knowledge in the classroom without 
revisiting available theories and models. But there has to 
be recognition for the fact that there is no simple and unified 
objective truth that has to be acquired in order to become 
competent. Knowledge will be continuously generated 
from within a particular context; it may have no relevance 
to another context and there may be no lasting rules. 
Stakeholders in the learning experience need to be aware 
of the limited relevance of content provided and knowledge 
gained during the learning experience. Competency may 
be developed in coping with this uncertainty, but no recipes 
can be taken away. New temporary content can emerge 
through organised disorder and transgressivity (Woermann 
and Cilliers, 2012: 453) in the learning experience. Through 
engagement, stakeholders will build capacity to cope with 
uncertainty and to develop the inclination to deal with issues. 
There is no training based on a particular framework that 
will provide answers to all situations and there is also no 
code that will eliminate the need for this praxis. The ecology 
of knowledge will change continuously. From a practical 
point of view the MBA classroom needs to be conducted in 
a way that allows all stakeholders to accept the limitations 
of content and to acquire the ability to continuously adapt to 
new views and challenges.

Conditions for learning

The learning experience is not a comfort zone: It involves 
actively breaking down assumptions, givens, traditions, 
pushing boundaries and moving out of comfort zones.” 
(Montuori, 2003: 243) In the classroom, all parties are co-
responsible for challenging content. With this commitment, 
the exercise of learning to create new knowledge can be 
an end in itself. However, learning for uncertainty requires 
awareness, vigilance and conscientisation (Freebersyser, 
2014: 150.). It may be a very disorienting experience, 
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a violent and an uncomfortable one. These conditions 
allow for emerging knowledge through creativity (similar 
to imagination by Woermann and Cilliers, 2012: 457). In 
creativity, it is possible to deal with complexity and disorder 
– “creativity involves constant organizing, dis-organizing, 
and re-organizing (Montuori, 2003: 242). The learning 
experience becomes a zone of “violence” as learning 
stakeholders challenge content. Business schools need 
to allow for the enabling conditions in their classrooms to 
ensure sufficient disturbance of the comfortable boundaries 
of content.

The role of the lecturer

The allegation is that “store-bought” content is transmitted 
to students by programmed lecturers. In this regard, Levin 
(2009: 17) talks about “lecturer-proof” curricula when he 
refers to lecturers who have to follow the rules and execute 
the assigned curricula. According to Evans (2013: 337), 
pedagogical instinct and feelings are pushed aside by the 
need for “facticity”. Lecturers may feel no connection to the 
learning experience as there can be limited creativity and 
innovation in the classroom. The challenge is for students 
to create their own knowledge from content provided and 
lecturing has to be innovative and liberal in approach, 
otherwise it will be about filling empty vessels with content. 
The MBA classroom effectively becomes a creative hub in 
which the lecturer encourages the challenging of content and 
assists students to learn to create knowledge. If lecturing is 
not about empowerment of all learning stakeholders, then 
nobody will leave the classroom any wiser. 

CONCLUSION

It seems convenient to have content neatly organised, 
approved and signed off. If the lecturer can teach the 
content according to official expectation, there may be 
no concerns. However, if there is any over-commitment 
to content at this level, there is certainly a risk that some 
MBA programmes may not be delivering on expectations.

On the MBA content does have to be as open as is possible 
as curricula need to account for the complex world that 
people live in – the complex nature of transactions in 

different contexts, the opportunities for misinterpretation 
and the ever-existing gaps in our answers, models and 
rules. It has to be in the nature of the learning experience 
to contest content, and to adapt to complexity and 
uncertainty. The MBA classroom is not a comfortable one 
and the task at hand is an unsettling one as it requires 
engagement and transgression of that which is provided. 

In support of Podolny (2009), the study of management 
challenges should not be fragmented and academics in 
related disciplines should not “carve” managerial problems 
to fit their areas of expertise. The conclusion is that content 
is indeed insufficient as an enabler of effective learning, 
but content is not useless either. It is valuable in that it can 
be the platform that people depart from. Content should be 
open, interdisciplinary and the limitations thereof should 
be known to stakeholders of learning.

Both business schools and their critics will need to keep in 
mind that even if a more challenging learning experience is 
achieved there will still be vulnerability as it is not possible 
to produce the perfect candidate.
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AN ASSESSMENT OF THE EFFECTIVENESS OF  
MBA GROUPS

ABSTRACT

Higher Education Institutions require students to work in 
teams or groups in order to acquire skills that will be required 
in the workplace. Group effectiveness, as it is measured in the 
workplace, requires specific skill sets, such as organisational 
skills, conflict management and leadership skills. MBA 
programmes require students to work in groups and group 
effectiveness on MBA programmes examines aspects 
which work and aspects which need review. Considerable 
attention has been given to developing and testing models of 
team effectiveness in the work environment however limited 
research has been conducted to determine whether the group 
system is effective on a MBA programme. The MBA group-
work tries to replicate teamwork in the work environment. 
Group (team) work on the MBA contributes 40 per cent to 
the final mark so it is imperative that the group enhances the 
learning on a MBA programme. 

The Group Management Questionnaire (GMQ), which 
focusses on a wide range of leadership behaviours and the 
management process in the group context, was utilised for 
this study. The GMQ is divided into eight categories with the 
following themes: 1) Goals, Purpose and Direction; 2) Team 
Climate; 3) Conflict; 4) Reward, Appreciation and Recognition; 
5) Communication; 6) Group Processes and Meeting Design; 
7) Leadership and 8) Supervision/ Performance Management. 
This paper is based in Social Exchange Theory. This theory 
proposes that parties enter into and maintain relationships 
with others with the expectation that doing so will be of benefit 
or rewarding. The results from this study indicates that only 
32 per cent of the groups investigated in this study operate 
effectively in all eight categories. 

Keywords: MBA group-work, team effectiveness, team 
performance, GMQ.
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INTRODUCTION

Wuchty, Jones and Uzzi (2007) used 19.9 million papers over 
5 decades and 2.1 million patents to demonstrate that teams 
(groups) increasingly dominate solo authors in the production 
of knowledge. Research is increasingly done in teams across 
nearly all fields. Teams typically produce more frequently 
cited research than individuals do, and this advantage has 
been increasing over time. Considerable attention has been 
given to developing and testing models of team effectiveness 
in the work environment, however limited research has been 
conducted to determine whether the group system is effective 
on a MBA (Masters in Business Administration) programme. 
The MBA group-work tries to replicate teamwork which 
allows the CEO (Chief Executive Officer) to engage in a 
participative group process through which diverse members 
wrestle together with difficult issues to make decisions 
and build commitment to implementing them, giving rise to 
strategic leadership effectiveness (Edmondson, Roberto and 
Watkins, 2003). 

A group or team is defined as follows for the purpose of this 
paper: “A collection of individuals who are interdependent in 
their tasks, who share responsibility for outcomes, who see 
themselves and who are seen by others as an intact social 
entity embedded in one or more larger social systems (for 
example, business unit or corporation) and who manage 
their relationships across organisational boundaries” (Cohen 
and Bailey, 1997: 241). The words group and team will be 
used interchangeably in this paper. This definition links to the 
Social Exchange theory on which this paper is based. 

Higher Education Institutions educate and train students to 
operate in the “real” world and have to provide a platform 
for students to acquire the required skills and experience 
required in industry and the work environment. Requiring 
students to work in teams and complete group-work or 
group-assignments is a standard practice, specifically in 
MBA programmes (Channon, Davis and Goode, 2016). 

Problem Definition and Main Research 
Question

Universities offering MBA programs generally require 
MBA students, as part of the programme, to work in 

teams on projects or assignments. The team work 
“simulates” employees working together and engaging in 
a participative group process, providing opportunities for 
team member development whilst providing solutions to 
problems and in some cases, conducting research and 
producing collaborative reports or assignments. 

The members of a MBA team are required to work in 
teams on academic projects. The group-work requires 
team members to plan, organise, contribute, produce an 
artefact (document, report and assignment), etc. Team 
members are required to fulfil different roles and take on 
shared responsibility. Team members have to interact with 
each other, communicate using various technologies and 
develop leadership qualities. 

The fact that group work accounts for 40 per cent 
of the student’s final mark stresses the importance 
placed on effective group work. MBA students have to 
provide feedback on group assignments indicating the 
contribution made by each team member. Team members 
are generally reluctant to record a limited research 
contribution by a specific team member on assignments, 
as this may lead to group member conflict and possible 
future victimisation.   Generally, Business Schools do not 
unanimously investigate group effectiveness which leads 
to the research problem investigated in this paper, namely: 
The effectiveness of MBA groups on a MBA programme 
has not been investigated and measured empirically. The 
linked research question is therefore: How effectively do 
groups work on the MBA programme?

LITERATURE REVIEW 

Organisations in the twenty-first century are dominated 
by teams - marketing teams, production teams, 
executive teams, sales teams, etc. Teams, teamwork and 
teambuilding are equally important on MBA programmes 
as they try to emulate the work environment. Group work 
forms the foundation for much of student learning within 
higher education and has many educational, social and 
professional benefits (Channon, et al., 2016). MBA groups 
could be described as self-managed work teams. Teams 
and team based management have yielded a range of 
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results from excellent to disastrous (Napier Group, n.d.).  
A number of problems exist in trying to develop a team-
based culture. Generally, MBA team leaders are not 
trained to lead teams and can therefore not cope with the 
complexities that are characteristic of teams (Katzenbach 
and Smith, 1993). Team interaction in the workplace is 
time consuming and can be complicated, particularly when 
there is internal competition in the organisation. 

Conflict can be more prevalent as the hierarchical power 
has been dissolved to accommodate team structures and 
a way of working. Teams may bring greater collective 
knowledge and effort, but they are known to experience 
social network and co-ordination losses that make them 
underperform individuals even in highly complex tasks 
(Wuchty, et al., 2007). However heightened levels of 
competition and an uncertain economic environment, 
have forced many organisations to adopt team-based 
structures to better compete and survive (Gilson, Mathieu, 
Shalley and Ruddy, 2005). Group-work is not simple and 
can be a frustrating elusive commodity. That is why there 
are so many bad teams out there, stuck in neutral or going 
downhill (Hardy and Crace, 1997).

Goals, Purpose and Direction

The major finding of goal setting is that individuals and 
teams who are provided with or develop specific, difficult 
but attainable goals perform better than those given easy, 
non-specific, or no goals at all. It is also important that 
the individual team members have sufficient ability, accept 
the goals and receive feedback related to performance 
(Lunenburg, 2011). Edmondson, Roberto and Watkins 
(2003) argue that when interests within a team differ, value-
claiming behaviour is likely to decrease the generation of 
creative new options, as team members become ardent 
advocates for their positions. Self-serving behaviour can 
undermine efforts to advance shared goals, purpose and 
direction and preclude thorough analysis and discussion 
needed to arrive at the best solution. This will also 
erode team relationships. An effective team must build 
a solid foundation from which to operate and measure 
performance. Goal setting is a powerful technique 
for motivating teams and should have the following 
characteristics:

• Goals Need to Be Specific;

• Goals Must Be Difficult but Attainable;

•  Goals Must Be Accepted;

•  Feedback Must Be Provided on Goal Attainment;

•  Goals Are More Effective When They Are Used to 
Evaluate Performance;

• Deadlines Improve the Effectiveness of Goals;

•  A Learning Goal Orientation Leads to Higher 
Performance than a Performance

• Goal Orientation; and

• Group Goal-Setting is as important as Individual Goal-
Setting (Lunenburg, 2011:4).

A perceived fit between individual and group performance 
goals results in greater individual satisfaction and more 
contribution to the team. Ordóñez, et al. (2009) argue 
that goal setting has been over-prescribed at should 
be prescribed selectively and closely monitored. They 
warn against the following which could be detrimental to 
performance.  Goals are too specific; too narrow; too many; 
too challenging; too risky; they have inappropriate time 
lines; drive unethical behaviour and most people do not 
cope with failing to achieve goals. Values, mission, vision 
and goals are essential aspects of any team and failure 
to develop them will result in dysfunctional performance 
(Napier Group, n.d.).  

Team Climate

Higher effectiveness is achieved by better team working 
and team climate includes many aspects. Goh, Eccle 
and Steel (2009) refer to the Team Climate Inventory 
which includes: the Vision represents the team members’ 
perceived clarity, sharedness and attainability of the 
team’s objectives; participative safety which allows 
members’ psychological safety and participation 
in information sharing and decision making; task 
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orientation as members’ reflect on appraisal, feedback 
and performance monitoring; and support for innovation 
measures which  indicate an environment where there 
is help in applying  new ideas and improvement. Trust 
is an integral part of team climate. Trust is commonly 
accepted to be a driving force in teams by which 
goals can be obtained, not just individually, but also 
collectively (Lusher, Kremer and Robins, 2014). Climate 
is a measure of camaraderie and cohesion and vital for 
positive collective outcomes. Team climate has an impact 
on team members’ knowledge-sharing behaviour (Xue, 
Bradley and Liang, 2011). Team climate significantly 
influences individuals’ perceptions, normative beliefs and 
technology usage (Liang, et al., 2010). Team building is 
an effective intervention to address team climate issues.

Conflict

Teams are becoming more prominent in organisations 
today. They are empowered to formulate and solve 
problems and thus involve the naturally occurring 
dynamic of conflict (Esquivel and Kleiner, 1996). They 
can become a breeding ground for conflict as individuals 
have differing opinions (Napier Group, n.d.). A high level 
of conflict has a direct impact on team cohesion and also 
alters the negative and positive effects of relationship 
conflict and task conflict, respectively, on team cohesion 
(Tekleab, Quigley and Tesluk, 2009). When conflict arises, 
it can cause members of the team to become insecure 
about their place in and value to the organisation. 
Power structures seem to help the group members to 
focus on the task at hand, most likely because power 
hierarchies reduce power struggles and thus group 
conflict (Frauendorfer, Schmid Mast, Sanchez-Cortes 
and Gatica-Perez, 2015).

Reward, Appreciation and Recognition

The idea of positive reinforcement is a well-accepted 
psychological principle. If you reward desired behaviour 
and do not reward undesired behaviour, you will get more 
of the desired behaviours and fewer of the undesired 
ones (Sturman and Ford, 2011). A system of rewards   

provides a tangible incentive to increase performance. It 
should be an established system of hard results.

Communication

Four theories of small group communication exist: 
Functional Theory, Symbolic Convergence Theory, 
Structuration Theory and the Naturalistic Paradigm 
(Gouran and Hirokawa, 1996). The functional approach 
to small group communication is concerned with the 
results or outcomes of group behaviours and structures. 
This perspective sees communication as the tool group 
members use to solve problems and make decisions. 
Communication helps group members by promoting 
rational judgments and critical thinking, as well as 
preventing group members from faulty decision-making 
and flawed problem solving. Thus, communication is 
instrumental because it provides the means by which 
group members can achieve their goals. Communication 
is the most critical element in establishing a positive 
group climate (Napier Group, n.d.).  

Group Processes and Meeting Design

Effective team performance derives from several 
fundamental characteristics which include the successful 
integration of individual actions. Each member must 
have specific and unique roles, where the performance  
of each role contributes to collective success.  Team 
failure therefore often resides in member inability, but 
also in the collective failure to coordinate and synchronise 
individual contributions (Zaccaroa, Rittmana and Marks, 
2001).

Many team-based organisations have implemented 
standardised work practices to provide employees with 
systems, mechanisms and guidelines for how work is to 
be performed (Vogus and Welbourne, 2003). On the MBA 
programme, groups (teams) have to draw up a learning 
contract where processes and meeting design are 
agreed on. They are given guidelines during orientation. 
Examples of the guidelines for meetings are indicated in 
Tables 1 and 2.
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TABLE 1: GUIDELINES FOR MEETINGS.

GUIDELINES FOR MEETINGS [MBA]
Nominate a meeting coordinator. This need not be permanent – the role may rotate.
Decide on an agenda.
Remember Nurturing!  Arrange a comfortable meeting place.
Check your objectives at the start of the meeting and review the extent to which they have been met at the end.

Group processes become a critical determinant of team 
performance and often mediate the influences of most other 
exogenous variables (Zaccaroa, Rittmana and Marks, 2001). 
Group effectiveness is not only expressed by the quality of 
the group’s outcomes, but also includes the quality of the 
group’s processes as well as the perceived satisfaction of 
the needs of individual group members (Channon, Davis 
and Goode, 2016). Group efficacy is achieved through 
managing the task, the individual and the group.

Edmondson, Roberto and Watkins (2003) document 

how dysfunctional group dynamics can lead to errors 
in judgment and flawed decisions. These leadership 
failures can be explained by an inability to manage group 
processes effectively. Edmondson et al. (2003) propose an 
integrative approach, in which team effectiveness depends 
both on team composition and on how the team leader 
manages team process to reflect situational factors. Team 
meetings are more productive if they establish standards 
and measures. They also need to maintain discipline so that 
meetings are less frustrating and more productive (Napier 
Group, n.d.).  

TABLE 2: THE OUTLINE AND FRAMEWORK OF THE LEARNING CONTRACT.

THE OUTLINE AND FRAMEWORK OF THE LEARNING CONTRACT
VISION, MISSION STATEMENT AND OBJECTIVES OF THE GROUP 
The expectations, goals and strategic plan of the study group.
ROLES AND RESPONSIBILITIES OF THE GROUP 
Outline the functions required, what needs doing and who will be responsible.
ETHICAL CODE
Core Values as well as Business School Code of Conduct signed by all members.
CONFLICT RESOLUTION PROCEDURE 
How will the group resolve conflict, what happens if group members are unhappy, what course of action will be open to them?
DISCIPLINARY CODE
List the offences that can be committed by the group and their penalties
SOCIAL STRUCTURE
What about leisure and social activities, when and where?
AMENDMENTS
How is the learning contract amended and in what way?
SIGNATURES
All members of the group must sign the learning contract.  A copy of the contract to be handed to each team member and a 
copy to be lodged with the coordinator, Ms x, before the end of February.
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Leadership

The success of the leader in defining team directions and 
organising the team to maximize progress contributes 
significantly to team effectiveness. Zaccaroa, Rittmana 
and Marks (2001) argue that effective leadership 
processes represent the most critical factor in the 
success of teams.

Organisations are moving from hierarchical structures with 
pronounced power differences between superiors and 
subordinates to flatter structures where on the work group 
level, hierarchies are typically flat with group members 
possessing equal power or status and no assigned leader 
(Frauendorfer, Schmid Mast, Sanchez-Cortes and Gatica-
Perez, 2015).

Supervision/ Performance Management

Performance appraisal allows organisations to inform their 
employees about their rates of growth, their competence 
and their potentials (Cintrón and Flaniken, 2011). MBA 
groups could be described as Self-Managed Work 
Teams. SMWTs that embrace setting goals, maintain 
high expectations, rehearse, reflect and self-reinforce and 
adhere to standards can improve member satisfaction and 
performance. Once the positive performance norms are 
established, they work to increase the efficiency of the 
group by eliminating the need to control members and 
instilling a sense of ownership for the quality of work. One 
of the desired outcomes of self-management is higher 
effectiveness. Team effectiveness is a function of the 
individual members’ characteristics as well as the type of 
supervisory support. Therefore, organisations also need 
to critically evaluate the composition of SMWTs (Carson, 
Mosley and Boyar, 2004).

THEORETICAL BASE

This paper is based on Social Exchange Theory. Trust 
between parties is an important part of social exchange 
theory. The GMQ used for this study measures trust as 
part of team climate. This theory proposes that parties 
enter into and maintain relationships with others with the 

expectation that doing so will be of benefit or rewarding 
(Miles, 2012). The theory assumes that self-interested 
parties transact or exchange with self-interested others in 
order to accomplish outcomes that neither could achieve 
on his or her own and that these exchanges would cease 
as soon as they are not perceived to be mutually rewarding 
by both parties. The satisfaction levels of the parties, in 
this case, the group members, in the exchanges are the 
prime determinants of whether future exchanges will occur 
or not and in the case of the MBA groups, how effective 
the exchange of information and ideas will be. Exchange 
relationships involve uncertainty over whether parties will 
reciprocate contributions or not. Demonstrating trust to 
the other party may be difficult during the initial stages of 
exchange.

RESEARCH METHODOLOGY   

The questionnaire used for this study was the Group 
Management questionnaire [GMQ] (Napier Group, n.d.). 
This questionnaire is used regularly in the assessment of 
team performance and is thus deemed reliable and valid.

The Group Management Questionnaire

The GMQ contains 72 items. Not all of these items were 
relevant to the MBA groups and 6 items were omitted as 
they pertain to ‘opportunities for advancement’ (referring to 
the work environment) and ‘supervision- for professional 
growth’ which is also related to the work environment. 
This resulted in 66 items. The scoring was adjusted to 
compensate for the removal of these items.  The GMQ is 
divided into eight factors with specific themes as indicated 
below and reflected in the literature review:

Factor one:  Goals, purpose and Direction;

Factor two:  Team Climate;

Factor three:  Conflict;

Factor four:  Reward, appreciation and Recognition;

Factor five:  Communication;
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Factor six:  Group processes and Meeting Design;

Factor seven:  Leadership;

Factor eight:  Supervision/ Performance Management.

The GMQ focusses on a wide range of leadership 
behaviours and the management process in the group 
context. The questionnaires were completed in class at 
the beginning of the 2016 academic year and the data 
were captured in an excel spreadsheet to enable analysis.

The population and sample

Second and third year 2016 Nelson Mandela Metropolitan 
University (NMMU) MBA students formed the population 
(n=160) for this study. These students have been working 
with the same groups since the beginning of their MBA. A 
total of 108 (n=108) questionnaires were completed, 57 

being 3rd  year students and the balance 2nd year students 
(n=51). The sample included part time (Port Elizabeth 
n=62) and block release students (Gauteng n=15, Cape 
Town n=13 and East London n=18). This equates to a 
68 per cent response rate. The 108 responses represent 
34 groups.   The responses varied from 1 member to 7 
members from a specific group responding.

RESEARCH FINDINGS AND DISCUSSION

The reliability of the measuring instrument, The GMQ, was 
tested using Cronbach Alpha. A Cronbach’s alpha lower 
than 0.6 is considered to be poor, those in the 0.7 range 
are considered to be acceptable, and those over 0.8 good. 
All the Cronbach alphas for this study were above 0.80, 
indicating moderate to high reliability. The perception of 
group member contribution to group work was determined 
with the following results indicated in Figure 1. 
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FIGURE 1. PERCEPTION OF RESPONDENT’S FELLOW GROUP MEMBER’S CONTRIBUTION TO GROUP WORK.

It is evident from Figure 1 that the majority of group 
members do not feel that group members contribute 
equally to the group. Inequity of contribution has a 
significant impact on the groups’ overall experience 
and the final products of group work, as well as the 

relationships and trust of group members. Assessment 
methods need to encourage contribution from each group 
member. The purpose of group work and the job of the 
group is to break down the work into chunks and to allow 
everyone to contribute.
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TABLE 3: AVERAGE GROUP SCORES PER FACTOR.
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2 32 36 30 23 33 28 31 32
3 33 38 37 35 38 36 34 33
4 40 41 38 40 40 40 40 40
5 24 25 25 23 31 30 32 28
6 25 28 24 22 25 25 25 19
7 34 38 37 36 38 37 36 36
8 28 26 29 21 27 29 24 15
9 29 33 33 30 33 29 30 32

10 35 35 32 28 37 37 36 27
11 31 31 32 33 27 28 28 32
12 22 29 25 20 30 28 26 22
13 31 35 33 31 33 36 33 33
14 35 38 37 37 38 36 36 36
15 33 33 31 32 36 35 33 32
16 24 26 24 25 28 27 24 27
17 31 40 27 33 40 31 32 26
18 33 37 35 33 38 39 37 33
19 36 39 36 36 40 38 37 39
20 38 40 39 40 38 39 41 41
21 44 44 42 43 44 42 41 42
22 38 39 39 35 40 38 36 32
23 12 14 11 12 12 14 14 15
24 36 40 37 38 35 36 33 34
25 27 33 32 32 31 31 33 31
26 28 31 29 31 32 30 30 27
27 36 38 38 38 38 36 36 34
28 33 37 33 35 37 38 33 33
29 42 43 41 42 42 41 42 40
30 32 36 33 31 37 36 31 31
31 36 39 34 36 36 35 37 38
32 38 44 38 41 40 42 38 40
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The MBA group scores from the GMQ were determined 
per group and the average of the group was determined 
per factor (Table 3). The GMQ provides the following 
guidelines for interpretation and managerial action:

• If the average score is <22.5 this should be a red 
flag. It indicates a level of dysfunction that needs 
addressing;

• Scores between 22.5 and 33.75 need attention; and 

• Scores above 33.75 place the groups as functional.

The blocks highlighted in red indicated severe problems, 
which need immediate attention. The blocks highlighted 
in yellow need attention. Out of the 34 groups, one group 
(No 23) appears to be completely dysfunctional where 
attention is required in all categories. Only eleven (32%) of 
groups are fully functional in all eight categories (factors). 
This is a major cause for concern.

Figure 2 indicates the need for group intervention, as only 
32% (11 groups) are functional, 53% (18 groups) require 
attention or intervention and 15% (5 groups) require major 
Business School intervention.

FIGURE 2:  GROUP PERFORMANCE.
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The average of the groups (n=34) indicates 3 factors where the groups are functional. The other five factors indicate cause 
for concern as indicated in the Figure 3.
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FIGURE 3: AVERAGE OF GROUP SCORES.

Factor one: Goals, Purpose and Direction

The average score for this factor was 32 which indicates the 
functionality of groups overall. However, there are 20 groups 
who indicate problems in this area. The lowest score is 12. 
Further to the problem, there are group members in some 
groups who totally disagree on the scoring of this factor 
meaning that there cannot be an overall understanding of 
the group’s goals. In other words, half the group believe that 
there are clear goals and half the group do not. Effective 
teams take time to build and agree upon a clear set of 
common goals and values which are reflected in their 
goals, purpose and direction. Boundaries and standards 
need to be defined for the group. Failure to develop these 
will invariably result in a dysfunctional team. Item 9: The 
actual behaviours used by members within the group are 
periodically measured against the values agreed to by the 
group scored low. Ground rules need to be agreed upon by 
group members as well as behavioural values.

Factor two: Team Climate

Team climate is a difficult concept to define as it deals 
with how people feel about the group. It includes aspects 

like camaraderie and cohesion. This is a factor where the 
average score indicated functionality with an average score 
of 35. It indicates that members feel supported and that their 
contributions are valued. It is common that groups often 
score high on climate purely and simply because they like 
one another and being together but are still dysfunctional 
with regard to working together. This result supports the 
Social Exchange Theory on which this study is based.

Factor three: Conflict

The average score for conflict was 32 which indicate it needs 
attention according to the GMQ used for this study. Conflict 
is a natural and essential part of any group of people working 
together. In addition, group members normally do not have 
adequate training in conflict management. The majority of 
groups normally avoid, deny or mishandle conflict as they 
do not know how to handle conflict.

Factor four: Reward, appreciation and 
Recognition

The average score for this factor was 32. Reward for MBA 
groups would be in the form of academic performance 
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as groups, as well as winning the Best Group awards. 
The best group awards are awarded every Trimester for 
Block and Part time students for 1st and 2nd year students. 
Within the groups, one would expect group members to be 
acknowledged for their contributions, be they academic or 
otherwise. The lack of recognition can result in a negative 
team climate which results in fault finding, blaming and 
increased stress. Another consideration is the individual 
achievement orientation of the typical MBA candidate. 
This can place additional stress on the groups.

Factor five: Communication

Communication achieved a positive average score of 35. 
This is a critical aspect of positive team climate. The MBA 
groups rely on communication from the Business School 
and each other as information regarding their assignments, 
assessments and changes is distributed through e-mail 
and the on-line learning platform.

Factor six: Group processes and Meeting 
Design 

A lot of emphasis and detail is given to the MBA students 
during orientation regarding good meeting practise and 
group processes resulting in a factor score of 34. It is 
critical that group meetings are conducted effectively 
so that information is shared to enable problem solving, 
understanding of the problem at hand as well as decision 
making. Attention needs to be given to self-serving group 
members as well as a lack of planning and contribution. 
Meetings must be productive. This can be achieved by 
developing the standards and measures discussed under 
Factor one.

Factor seven: Leadership

This factor scores 33 and is a cause for concern. One 
would expect that MBA students who are seen as leaders 
of tomorrow would score high in this category. In addition, 
Leadership is a core theme of the MBA programme at 
NMMU, so this factor is supported with academic content 
throughout the MBA. In addition, most groups work on the 
basis that the leadership position rotates from member to 
member each Trimester.

Factor eight: Supervision/ Performance 
Management.

Factor 8 achieved a low average score of 32. This low 
score could be attributed to the fact that the performance 
management and supervisory roles in the MBA groups are 
handled by the Group leaders, who are seen as peers.

CONCLUSION AND RECOMMENDATIONS

Students at Higher Education Institutions are required 
to work in teams or groups and complete academic 
assignments. Students completing MBA programmes are 
generally required to work in teams in order to develop 
various skills, such as organisation skills, leadership, 
communication skills and soft skills. 

The results of this study indicated that academic institutions 
should anonymously evaluate group performance in 
order to better ascertain group effectiveness. The study 
showed that a limited number of teams are operating 
effectively in all 8 factors identified in this study and that 
a number of teams require management intervention. 

Managerial Implications

The MBA programme and assessments need to be 
assessed in terms of the impact and appropriateness 
for group work. Dysfunctionalities as indicated in the 
analysis need to be considered in the analysis of the 
MBA group component. More attention needs to be given 
to the groups in terms of guidelines for group functioning. 
Social exchange theory requires that there is reciprocity 
in exchange. As soon as there is an imbalance, group 
performance will be affected and groups become 
dysfunctional. This is evident in the results on individual 
member contribution as indicated in Figure 1. MBA 
students will engage in reciprocal, mutually rewarding 
relationships when they trust and believe in their group 
members and their ability. More emphasis and time 
needs to be dedicated to fast tracking the initial stages 
of exchange so that the groups get to know each other 
and develop trust. Social exchanges evolve slowly, with 
lower-value exchanges occurring initially, then larger-
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value exchanges occurring when higher levels of trust 
develop (Miles, 2012). 

The Business School needs to create platforms as well as 
incentives for groups to build these relationships based 
in trust. According to the Social Exchange Theory, long-
term, rewarding exchange relationships with the Business 
School and the group members need to be encouraged. 
This will ultimately have a positive impact on Alumni 
involvement. Communication with students is one way of 
achieving this. Communication from the School is always 
very specific and should sometimes be more collegial. 
Knowledge sharing and items of interest should be shared 
to create a platform for communication with the school as 
well as between students. The Business School needs to 
place more emphasis on a reward and recognition system 
which rewards group behaviour through economic and 
social rewards.  

The method of group member selection needs to be 
reviewed as well as the practise of staying in a group 
for the duration of the MBA programme. With only 32 
per cent of groups functional, the selection, purpose and 
management of groups need to be reconsidered. Harvard 
Business School offers the following guidelines for group 
member selection:

• Forming the group: Should students form their own 
groups or should they be assigned? Most people 
prefer to choose whom they work with. However, 
many students say they welcome both kinds of 
group experiences, appreciating the value of hearing 
the perspective of another discipline, or another 
background.

• Size: There’s nothing hard and fast, but if the group 
is small and one drops out, can the remaining people 
do the work? If the group is large, will more time be 
spent on organising themselves and trying to make 
decisions than on productive work?

• Resources for students: Provide a complete class list, 
with current email addresses. (Students like having 
this anyway so they can work together even if group 
projects are not assigned.)

• Students that don’t fit: You might anticipate your 
response to the one or two exceptions of a person 
who really has difficulty in the group. After trying 
various remedies, is there an out - can this person join 
another group or work on an independent project? 
(Sarkisian, 2010).

Finally, cognisance of the fact that most students have had 
little experience working in groups in an academic setting 
must be taken.

Limitations of the Study

Limitations of the study include the fact that MBA students 
from only one school were assessed. Another limitation 
lays in the fact that supervision and performance 
management, which are measured by the GMQ, might not 
be appropriate measures for MBA group performance.

Further Research

This research needs to be conducted every year due to 
the differing nature of the new intake of the MBA cohort. 
Generation x and y might have different responses to 
working in groups. Role of gender in group effectiveness 
should also be researched (Bruner and Spink, 2011). 
Additional research into appropriate reward systems other 
than the Best Group awards needs to be investigated.
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ABSTRACT

A review of the empirical studies conducted within 
business education instruction in South Africa reveals 
that very few studies incorporate the action research 
technique. Further, lecturers need to embrace innovations 
in imparting knowledge. This research adopted an action 
research approach using a sample of students (n=15) 
focusing on the experience of using podcasting within 
HRM instruction (labour law). Students were requested to 
enter experiences of using podcasts in reflective diaries 
over a semester period. Fortnightly, the diaries were 
collected for the purpose of transcription and thematic 

analysis. Three main themes were found across the diary 
entries. First, podcast experiences initially resulted in a 
resistance narrative. This prompted the action research 
in dealing with resistance. Through this, an acceptance 
narrative emerged, and students began to narrate positive 
experiences of using podcasts. Finally, a reflective 
narrative emerged, where students were ambivalent to the 
usage of podcasting as a teaching tool and yearning for 
lecturer support. Key implications for business education 
and HRM instruction are discussed.

Keywords: Podcasts; Action Research; HRM; Innovation; 
Teaching Tool
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INTRODUCTION

Innovations have been argued to be an important 
transformative force in modern economies (Ruivo, 
Oliveira, & Neto, 2012). This has been theorised to 
extend towards the teaching context (Gustafsson & 
Wihlborg, 2013). The focus towards innovation, especially 
within higher education, is argued to be a global agenda 
where technology and ICT is viewed to be a creator and 
also a disseminator of knowledge (Collins & Halverson, 
2009). A foundational building block to encouraging 
innovations within higher education is the development 
of technological literacy not just for the student but also 
the lecturer (Piskurich, 2003).  Others argue that albeit 
the proliferation of innovation in higher education, the role 
of the lecturer is magnified as important to the learning 
process (Hefferman, Morrison, Sweeney & Jarratt, 2010). 
Thus, technological innovations do not necessarily replace 
the lecturer but are also meant to be complementary to aid 
student learning. In South Africa, calls have been made for 
studies that investigate the utilisation (especially in higher 
education) of technological innovations (Chinyamurindi & 
Louw, 2010; Chinyamurindi & Shava, 2015).

PROBLEM INVESTIGATED

The author of this article works as a lecturer at a rural 
university in South Africa. One of the challenges faced in 
the execution of his duties is the need to make a linkage 
between theory and practice. This scenario is actually part 
of a broader debate between practitioners in the industry 
and academics in universities. Academics (like the author 
of this article) argue for the need to ensure that students 
have a grounding of theoretical knowledge that allows 
not only for the retention of concepts learnt but also its 
application for problem-solving (Marton & Säljö, 1976). 
This quest often affects how students not only recall but 
also share knowledge based on how it was taught to them 
(Entwistle, 2009; Ramsden, 2003). 

Concerns have also been raised that there is an over-
emphasis on theoretical knowledge and that this knowledge 
alone is not enough in developing the competencies 
needed by the labour market (Tomlinson, 2012). This is 

a challenge that has been noted to exist, especially in a 
number of national universities, subsequently resulting 
in the labour market not having a graduate pool that has 
relevant skills needed (Pityana, 2009). 

Further, the author of this article teaches a Human 
Resources Management module yearly to a group of 195 to 
250 students. Within the module, a Labour Law component 
is also taught covering the Substantive Acts such as the 
– a) Labour Relations Act No. 66 of 1995; b) Employment 
Equity Act No. 55 of 1998; and finally, c) Basic Conditions 
of Employment Act No. 75 of 1997.  It has been the 
observation of the author of this article that students often 
struggle with understanding the labour law component of 
the BEC 213 module ahead of the more theoretical aspects 
of the module covering chapters such a) recruitment and 
selection; b) compensation; c) training and development 
and d) performance management. This is a worrying trend 
especially given that an understanding of labour law is not 
only important theoretically but also practically within the 
industry where the students will operate. 

There is need to address the gap that may exist between 
the theoretical and practical aspects as the two feed into 
each other (Coetzee, 2014). Further, given the changing 
and diverse labour market (Bautista-Cerro, 2014), an 
understanding and application of labour law skills acumen 
becomes a priority. Needed is an approach and tools that 
encourage the interaction between theory and the practice 
(Coetzee, 2014) in meeting outcomes within education, 
including expectations of the labour market (Hinton, 2012). 
This builds up to the next section exploring challenges 
facing teaching instruction in South Africa.

Challenges Affecting Teaching Instruction in 
South Africa

South Africa, as a country, is emerging from a past of 
segregation by colour and race through the policy of 
apartheid (Cottrell, 2005). Most excluded from realising 
economic and social advancement were black South 
Africans (Stead & Watson, 2006). Others (e.g. Sedibe, 
2011) believe that inequality in present day South Africa 
has its origins from the apartheid past. In response to this, 
programmes targeted at black South Africans have been put 
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in place to achieve an equitable and social transformation 
agenda (Mahlomaholo, 2011) through affirmative action 
and employment equity (Czakan, 2006). For the South 
African government, such a context could be a source of 
the poor academic performance, especially in rural schools 
(Heeralal, 2014).

A further challenge characterising the South African 
educational context can be the outdated teaching methods 
being used and often attributed to poor performance from 
learners (Khumalo & Mji, 2014). Others attribute lack of 
resources and facilities in schools as leading to the afore-
mentioned learner poor performance (Heeralal, 2014). The 
problem can also be compounded by unqualified teachers 
in the schools (Kheswa, Sandlana & Kwatubana, 2014). 
The problem also extends towards teachers who are not 
equipped with technological acumen and a repertoire 
of skills needed, especially in teaching subjects where 
technology is key (Mapotse, 2015a). An argument can be 
made for the use of technology in solving these challenges.

Such challenges require innovative solutions, and 
the government, in some schools, has proposed and 
implemented the use of digital satellite television, especially 
in rural schools (Heeralal, 2014; Kheswa et al., 2014). In 
some subjects, such as Mathematics, this has been noted 
to improve teaching methods (Khumalo & Mji, 2014). 
Further, concerning teacher training programmes, there 
is a need for teachers to be trained in understanding 
and using technology as part of their teaching practice 
(Mapotse, 2015b). This has led for calls into investigations 
that explore how technological intervention can be applied 
within traditional teaching methods for the benefit not only 
for the student but also the teacher or lecturer (Juma, 
Raihan & Clement, 2016). Encouragement of technological 
innovations through ICT is argued to be key in improving 
the culture of learning within the classroom (Chinyamurindi 
& Shava, 2015). One such innovation gaining popularity 
within teaching practice is the use of podcasts (Lazzari, 
2009).

Podcasting Usage & Acceptance

Podcasting refers to a situation where content in audio is 
recorded and transmitted for the purpose of downloading 

to aid learning delivery or imparting information (White, 
2009). Others (Hollandsworth, 2007) view podcasts as 
a “digital media file or a series of such files, distributed 
over the Internet using syndication feeds for playback on 
portable media players and personal computers” (p. 39). 
The popularity and prevalence of portable devices is seen 
to be bringing podcasts as an ICT innovation tool in teaching 
delivery (Rahimia & Asadollahi, 2011). The backdrop of 
the need for innovation comes about as suggestions by 
Angelo (1993) for learning that is a) student focused; b) 
active rather than passive; and c) effective and efficient. 
Podcasts can be integrated into Learning Management 
Systems (LMS) and allow for collaboration between the 
learners and the lecturer including an opportunity to share 
ideas, and tips to solve learning problems (Schoonenboom, 
2014).

International and local research concerning podcast usage 
in classroom delivery appears mixed. Fernandez, Simo 
and Sallan (2009) caution that exclusive use of podcasts 
should not be seen as a replacement of traditional face-
to-face teaching. Further, when using ICT innovations 
such as podcasting, Piskurich (2003) argues for the 
need to constantly encourage student motivation and to 
make applicable that which the innovation is encouraging 
practically. The more this is done, the more self-directed 
learning is encouraged on the part of the students (Grow, 
1991). 

Conversely, other studies appear to be positive around the 
use of podcasts. For instance, the provision of podcasts 
was found not to affect lecture attendance by students 
(Traphagan, Kucsera & Kishi, 2010). Other studies found a 
sense of enthusiasm that accompanies the use of podcasts 
within the classroom due to podcast recordings of lecture 
materials (Copley, 2007). Further, White (2009) found the 
popularity of podcast in biology instruction resulting in 
increased downloads and demand for learning content. 
Lee and Chan (2007) found the popularity of podcasts 
amongst students, especially when the learning content 
was housed on the Learning Management Systems (LMS) 
such a Blackboard or iTunes University.

The empirical literature attributes a number of factors as 
influencing the acceptance of innovation and technology. 
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Some studies have found resistance based on the 
perceptions of end-users to be one such factor (e.g. 
Chinyamurindi & Louw, 2010; Chinyamurindi & Shava, 
2015; Hardgrave & Johnson, 2003; Ong & Lai, 2006). 
Other studies (e.g. Tamjidyamcholo, Bin Baba, Tamjid 
& Gholipour, 2013) note student attitude to have an 
influence as to how technology innovations are accepted 
or rejected. Though given these best practices and mixed 
research findings, a call has been made for more studies 
that investigate those factors that influence the acceptance 
of technological innovations (Hsiao & Yang, 2011). This 
study sought to understand this especially from the lens 
of how students accept or not accept podcasting as part 
of learning instruction. Such a study may be a basis 
for understanding the value of technological innovation 
within educational instruction (Reddy, Gastrow, Juan & 
Roberts, 2013). Further, such a study is warranted to 
also understand how such technological innovations are 
aiding (or not) with regard to the broad agenda set by 
government of the use of technology as a tool for redress 
especially within higher education (Chinyamurindi & 
Louw, 2010; Chinyamurindi & Shava, 2015). The next 
section explores the theoretical framework within which 
this research hinges.

Theoretical Consideration

Constructivism is used a theoretical lens for this study.  The 
theory helps shed insight into how students not only learn 
but also the meaning and understanding accompanying 
this process (Steffe & Gaffe, 1995). Bonk and Cunningham 
(1998) make the suggestion that constructivism, as a 
theory, is a philosophy on learning that has implications on 
web-based learning. The thinking here is that knowledge is 
obtained and understood through a process of construction 
and re-construction of an individual’s mental framework 
(Kruckeberg, 2006). Thus, active learning grows out of the 
learner’s experiences (Alexander & Boud, 2001). 

The theory of constructivism appears to underpin the 
experience rationale of using innovations such as 
podcasting within teaching practice. As a lecturer, there has 
been attempts of moving away from teaching where the 
lecturer is seen as the facilitator who has ultimate ownership 
of knowledge to one where students are creators of the 

knowledge. In this, efforts are made as much as possible, 
to include students and get them to drive the learning 
process and arrive at some form of ownership rather than 
a passive state where they sit and do nothing. Innovations 
such as podcasting, thus, fit in as tools that encourage 
students to express themselves with regards to the process 
of knowledge creation and generation (Ertmer & Newby, 
2008). Further, using tools such as podcasts within learning 
instruction allows students to learn independently from 
the lecturer while also aiming to engage intellectually with 
learning content (Ridge & Waghid, 2000).

Notably, the majority of studies in South Africa that 
investigate the acceptance of technological innovation 
within higher education have taken mostly a positivist 
approach (e.g. Chinyamurindi & Shava, 2015; Potgieter, 
2015). Though this is applauded, there is need to consider 
other approaches (especially the qualitative paradigm) when 
attempting to understand the acceptance of technological 
innovations outside the positivist paradigm, especially within 
the South African higher education context characterised by 
complexity. 

Action Research and Educational Research 
Tool

Action research emerges as a popular teaching and learning 
strategy. McNiff and Whitehead (2006:7) defined action 
research as form of enquiry that enables practitioners to 
investigate and evaluate their work. Thus, action research, 
as an enquiry, is useful in not only gathering information but 
making sure that this information can be used for practical 
interventions. What makes action research beneficial is 
how it can simultaneously improve teaching practice while 
facilitating student teaching (van der Westhuizen, 2008) 
thus placing action research as a tool to explore the efficacy 
of teaching and learning (Arhar, Holly & Kasten, 2001).

A popular action research model was proposed by Kemmis 
and McTaggert (2000). The first step of this model is to plan, 
and this consists of activities aimed to improve on what is 
currently happening. The next step is to act and observe the 
effects of the intervention. Finally, the process of reflection 
takes place as a basis for future planning and activities. 
Figure 1 presents the cycle:
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Reflect

Plan

Revised Plan

Reflect

Act and Observe

Act and Observe

FIGURE 1: THE ACTION RESEARCH SPIRAL  

Source: Kemmis & McTaggert (2000)

Research Objectives & Questions

This research sought to investigate the experiences of using 
podcasts as part of learning delivery amongst a sample of 
second year HRM students at a rural university campus 
in South Africa. The research sought to investigate this 
through understanding the subjective lived experiences of 
the students through weekly reflective diary entries over 
a semester. Further, the research sought to incorporate 
an action research approach as a basis of coming up with 
practical interventions based on how students responded 
to learning instruction via podcast usage. The following 
research questions guided this study:

a) How do students experience the use of podcasts as 
part of learning instruction? 

b) Based on this experience (as espoused in research 
question a), how can the action research technique 
enhance student’s learning experience?

Methodology

The research adopted an interpretivist paradigm based 
on the belief that reality is constructed by the perception 
of social actors (Wahyuni, 2012). Such an approach was 
adopted as a basis of understanding social phenomena 
(to include the lived experience), as in this study, the 
experiences of using podcasts as part of learning 
instruction. This can be a useful platform in the generation 
of new theories based on the data collected (Creswell, 
2014). Further, the qualitative research approach using 
an exploratory research design is adopted (Yin, 2009). 
Students were required to fill out weekly diary entries over 
a four month period (1 semester) with the aim of generating 
meaning subjectively (Punch, 2014). The argument here 
is that through a qualitative approach (as adopted in this 
study), the researcher had the opportunity to perceive 
events as they unfold and allowing the researcher to take 
action, if needed, during the research process (Creswell, 
2014). 
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The podcasts were used with permission from the South 
African Broadcasting Corporation on SAFM, a popular 
radio station in South Africa on a show called “The Law 
Report” that airs every Monday. The show is dedicated 
to covering various aspects of the law to include labour 
law. An expert guest is usually invited to come to the 
show, and aspects of labour such as Substantive Acts, 
taught in the class, are often discussed. Given that the 

focus of the learning module for the BEC 213 module 
covers the following – a) Labour Relations Act No. 66 
of 1995; b) Employment Equity Act No. 55 of 1998; 
and finally, c) Basic Conditions of Employment Act  
No. 75 of 1997, only podcasts covering these acts  
were downloaded on the LMS of the rural university. 
Figure 2 presents a screen shot of the podcasts on the 
LMS.

FIGURE 2: SCREENSHOT OF THE UNIVERSITY LEARNING MANAGEMENT SYSTEM 

Source: Author’s Creation

Sample Selection & Justification

Students were briefed and invited to take part in the project. 
From the 230 students, 15 students agreed to take part 
in the project through writing diary entries that were read 
fortnightly. Thus, the participating 15 students represent 
a convenience sample based on their willingness and 
availability to take part in the project (De Vos, Strydom, 

Fouche, & Delport, 2011). This could justify the low 
response rate.

Data Collection Procedure

In addition to the class instruction, students had to listen 
to podcasts as per the section that was being covered. 
After each podcast section, students were to reflect on 
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the experience of listening to the podcasts in addition 
to the class instruction. Students were to reflect on the 
following questions: a) what did I learn from listening to 
the podcast; b) How has what I learnt impacted the way 
I understand the concept of HRM? and finally, c) what 
challenges still exist that were unclear from listening 
to the podcast. After collecting these diary entries, the 
lecturer would then address the concerns raised by 
the students in front of the entire class. This feedback 
became the basis for feedback to helping students not 
only learn but also use podcasts optimally.

Data Analysis

The diary entries were recorded after a fortnight, first 
into a word processing computer programme against a 
label (the participant’s name) as an identifier. Thereafter, 
a software programme, NVivo, was used as a data 
analysis tool (Bazeley & Jackson, 2013). The data 
analysis lens used was thematic analysis, viewed as 
“a process of interpretation of qualitative data in order 
to find patterns of meanings across the data” (Crowe, 
Inder & Porter, 2015, p. 617). Further, thematic analysis 
offered a means of not only analysing but also organising 
large volumes of data into themes (Rohleder & Lyons, 
2014). This can be a basis for developing conclusions 
from the data analysis (Sotiriadou, Brouwers, & Le, 
2014). Six steps guided by the work of Attride-Stirling 
(2001, p. 391) were used as a basis for thematic 
analysis: 1) code the data into analysis software and 
devise a coding framework by dissecting text segments 
using the proposed framework; 2) identify the resultant 
abstract themes and refine them; 3) construct thematic 
networks and illustrate diagrammatically; 4) describe 
and explore the thematic networks; 5) summarise the 
thematic networks and finally, 6) interpret the patterns 
and use illustrating quotes as a basis for integration and 
exploration.

Strategies to ensure data quality

A number of strategies were applied to ensure data quality. 
First, after the themes were generated, expert reviews of 
the themes were conducted (Sauro & Lewis, 2012). This 
process entailed sending the identified themes, including 
transcripts of the diary entries, to experts within teaching 
in higher education to tally the findings as per the data 
generated, and this validation of generated themes was 
an iterative process between the researcher and the 
experts in. Second, the researcher applied for ethical 
clearance from the institutional authority and also from the 
15 participants to the study. This entailed giving assurance 
and protecting participants. An informed consent form was 
signed by all participants and anonymity was guaranteed 
with pseudonyms being used as per research guidelines 
(Oates, 2006). 

Results

Three main themes emerged based on the data analysis – 
a) resistance narrative, b) acceptance narrative and finally, 
c) reflective narrative.

Resistance Narrative

Initially, podcast usage, as part of learning instruction, 
was met with resistance by the students as this seemed 
to challenge as already existing status quo that were 
students were used to. Further, it would also appear that the 
researcher was the only lecturer who was using podcasts 
as part of learning instruction as compared to the other 
lecturers within the university. This appeared to be basis 
of comparison for the students, subsequently leading also 
to the negative sentiments towards podcast usage. Table 1 
summarises some sentiments of resistance as expressed 
by the students and the categories of resistance.
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TABLE 1: RESISTANCE NARRATIVE

Type of Resistance Example Quote

Resistance due to technical 
issues.

“There is cool and then there is this [referring to podcasts] – I am running out of 
storage space because of these podcasts” – Participant 8. 
“Sometimes downloading the podcasts from Blackboard takes a long time. It’s 
the waiting that I hate, to be honest” – Participant 1.

Resistance due to individual 
learning issues

“I just find using podcasts to be difficult, just can’t concentrate that long, I 
end up sleeping with my earphones on and yes the podcast is running but the 
human being is not.” – Participant 5.
“I prefer the other lecturers in the faculty, I mean - how they teach and all. No 
hussle, no technology….just the lecturer in front of the class. Podcasting has 
increased my workload.” - Participant 11

Resistance due to pedagogical 
issues

“Already as it is, I have so much work to do with the other subjects. These 
podcasts do not get straight to the point. With my textbook, I can just get straight 
to the page. With podcasting, you listen to everything.”– Participant 5
“I can’t ask questions when I am stuck. For me, it may mean I am on my own and 
have to just listen to the pod.”  - Participant 9

Resistance as illustrated in table 1 happened mainly at 
three levels. First, resistance was due to technical issues. 
For instance, one of the technical issues concerned 
usability issues of the technology. Students struggled with 
these technical issues in their acceptance of podcasts. 
Second, resistance also came about due to issues around 
individual preferences of learning. Notably, students 
narrated a preference of having a lecturer instead of the 
use of podcasts. The use of podcasts thus created a move 
away from convention that students were used to. This new 
way created some tension amongst some of the students. 
Finally and linked to the second point, resistance was due 
to pedagogical issues. Students narrated aspects of how 
the course was designed as a challenge. For instance, 
the idea of listening to a podcast was difficult especially 
when the student could easily go to a specific page of the 
textbook to look for an answer. Students deemed podcast 
as making the course difficult.

After learning of the resistance towards podcast usage 
(the resistance narrative theme) and informed by the 
model of action research by Kemmis and McTaggert 
(2000), the lecturer decided to take action concerning 

the challenges students were facing. First, the lecturer 
noticed, based on the diary entries, that resistance was 
due to technical issues. One problem was that the LMS 
used by the students, Blackboard, was often down due to 
issues such as systems upgrade and sometimes affected 
by challenges such a power cuts, thereby deeming the 
network inaccessible. As a way of solving these challenges, 
the lecturer downloaded the podcasts on compact disks 
that were manually given to each student and could be 
played on radio players and easily transmitted to portable 
devices such as tablets and cellular phones. The intention 
here was to stop students from relying on listening to the 
podcast directly from the LMS. Thus, an alternative was 
directly download the podcasts on storage media students 
could access without going online.

Another obstacle stemmed from learning challenges 
that students faced through using podcasts (illustrated 
in sample quotes in table 1). Students cited that they 
needed time to go through each of the podcasts in class 
and be taught how to make notes based on what they 
are listening. It would appear that just listening to the 
podcast was not a guarantee that transfer of learning 
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had occurred. To help with this, the lecturer organised 
weekly class discussions where the podcast was played 
in a group setting, and students were shown how to 
make notes as they listened to the podcast through mind 
maps. Secondly, sessions on active note taking while 
listening to the podcast incorporating aspects of role 
play covered were also used. After implementing some 
interventions based on the challenges (illustrated in the 
resistance narrative in table 1), the next step entailed an 
analysis of the transcripts to gauge students’ response 
to the changes. This leads to the second theme of this 
research, an acceptance narrative.

Acceptance Narrative

After analysing the diary entries, post the interventions 
of the lecturer, there appeared to be a shift amongst the 
students. This shift appeared to direct focus from a state of 
resistance to one of acceptance. Further, it appeared that 
the students were supportive of podcasting given support 
from the lecturer. Table 2 summarises some illustrating 
quotes of acceptance as expressed by the students and 
the categories of acceptance.

TABLE 2: ACCEPTANCE NARRATIVE

Type of Acceptance Example Quote

Acceptance by challenging the 
status quo.

“After the help I got from the lecturer and my peers, I realized that it’s really 
not that difficult. My first problem with podcasts had to do with the realization 
that it was a different way of learning.” – Participant 8.
“I had created in my head all the reasons why I can’t use podcasts. I am 
a female who has started her degree late compared to the younger ones. 
These reasons had become barriers, they needed to fall.  ” – Participant 14.

Acceptance on the basis of 
convenience.

“I have come to accept that podcasting is here to help me. I now find myself 
while travelling listening to the pods. This is really learning on the go, and 
by the time I get home or campus, I am ready to clarify anything from the 
textbook.”– Participant 7.
“I think by listening to the pods during the term and making notes, including 
the mind maps, I am getting ready to deal better with that stressful examination 
period. In the past, I always left examination preparation late but now I realise 
that I am challenged to learn earlier at my own convenience.” - Participant 11.

Generally, the acceptance narrative as illustrated in table 
2, reveals some strategies used to change the mind-set 
of the students. This entailed through a radical change 
of how students viewed aspects of instruction using the 
lecturer and the podcasts. It appeared students had 
created a mental block that stopped them from venturing 
out and trying something different from the convention. To 
address mostly usability issues, the lecturer decided to 
address student concerns by open class discussion and 
illustration over the concerns raised. Further, shortened 
podcasts which offered more direct engagement were 

used to allow students to easily follow through. Finally, 
the lecturer continued reading student diary entries and 
making interventions, mostly around the challenges 
identified in the resistance theme and students being 
shown how to address these challenges during on-going 
class exercises. At the end of the four month teaching 
period, a reflective narrative emerged.

Reflective Narrative
The reflective narrative consisted of ways and accounts 
in which students shared their insights on the lived 
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experience of using podcasts. This narrative drew mainly 
on the personal experiences be they positive or negative. 
Ultimately, this resulted in ways in which students worked 
around the challenges they faced due to the use of 
podcasts and support from the lecturer. Two illustrating 
quotes summarise this:

 “After the semester, I realized yes it was good to have 
the tech but I needed my teacher. I needed someone to 
explain to me that which the podcast could not answer 
especially face-to-face” – Participant 2 [Reflection – A 
balance needed].

“Podcasts have helped me not to leave things till the last 
minute like I do when it is just the teacher in front of me. 
However, when exams pressure kicks in, I find myself 
needing the lecturer more and the podcasts less. I think 
the podcasts helped practically understand labour law. On 

the other hand, the lecturer was always needed leading 
towards this understand.”– Participant 4 [Reflection – A 
balance needed].

A common theme amongst participants was the need to 
strike a balance between traditional classroom teaching 
and innovative approaches such as using podcasts. The 
use of podcasts as a technological innovation appears to 
empower students as the use of technology appears to be 
a tool they like. Furthermore, given the challenges of large 
class sizes, podcasting provided a platform for learning on 
the go. However, the use of such technological innovation 
needs to be augmented with the basics of classroom 
teaching (as expressed in the third theme of this research). 
With this regard, blending technological innovations with 
face-to-face instruction appears to make sense. Figure 3 
summarises the interaction of the three findings.

FIGURE 3: THE INTERACTION OF THE THREE THEMES

Source: Author’s Creation



BUSINESS EDUCATION
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

13

DISCUSSION

The aim of this research was to investigate the experiences 
of using podcasts as part of learning delivery amongst a 
sample of second year, HRM students at a rural university 
campus in South Africa. The HRM students are exposed 
to the labour law component of their course that was 
taught using podcasts. 

The study highlights, subjectively, factors that may 
influence the acceptance of technological innovation such 
as podcasts within the classroom. For instance, factors 
that appear to influence the acceptance of technology 
may include the need for student motivation, support 
from the lecturer, technological support and student 
characteristics such as learning styles and approach 
to learning. Therefore, the issue, especially in a South 
African context, could be a resourcing one (Heeralal, 
2014) and highlights the need to develop not only 
students but lecturers that have technological acumen 
(Mapotse, 2015a). 

Thus, the factors identified in this research become 
important determinants to the acceptance of technological 
innovations such as podcasts (Hsiao & Yang, 2011) and 
may have a bearing on the performance of students. Such 
variables have a bearing on not only on how students 
continually navigate and use technology but also the 
experience that can emanate from this (Chinyamurindi & 
Shava, 2015). Further, the study also contributes to the 
extant literature by providing insight into how individual 
and psychological influence the adoption and use of 
technology. Addressing these factors of technology 
acceptance has the potential of helping not only how 
students learn but the meaning and understanding that 
accompanies this (Steffe & Gaffe, 1995).

Given the challenge of a mismatch between the 
expectations and outcomes of university students and 
also in the labour market (Hinton, 2012), this study 
provides an illustration through which this void can be 
filled. The podcasts downloaded by the students reveal 
an everyday reality of real stories happening in society 
and the industry. Students in their classroom scenario, 
through the usage of podcasts, are being exposed to a 

different world outside the theoretical realm. Through this 
exposure, students have the opportunity to apply practical 
problem-solving skills (Marton & Säljö, 1976) while also 
gaining theoretical knowledge through engaging with 
tasks of learning (Entwistle, 2009; Ramsden, 2003).

Further, the findings of this work highlight the need to 
overcome barriers with regards to technology adoption. 
Addressing these barriers can affect system utilization 
and individual optimal use. Thus, the findings of this 
study have informed the lecturer’s teaching practice 
and a basis for coming up with practical interventions 
to help students with regards to technology adoption. 
The author of this article has started offering tutorials 
and personalised assistance addressing aspects of 
technology acceptance for students. This has proved to 
be popular and received well by the students. Based on 
this research, requests for assistance have been made to 
the unit dedicated to addressing teaching needs to offer 
courses that address basic issues such as computer 
appreciation skills and how to help students manage their 
learning using technology. 

IMPLICATIONS OF THE RESEARCH

Based on the findings of the research, some implications 
can be drawn. First, initially students narrated the 
difficulties they experienced when learning through 
using technological innovations such as podcasts. This 
magnified the need for constant student support and 
ensuring a level of motivation during the tenure of the 
study. If not addressed, the challenges students face 
can have a bearing on how technology is accepted. It 
then becomes imperative that constant monitoring of how 
students respond towards technological innovations be 
done. Some of the challenges that students face may 
be of technical nature and require technical support 
services. Other challenges that students face can be due 
to lack of a repertoire of skills and learning strategies that 
students may not have. All these challenges bring to the 
fore the need for constant support, be it from a technical 
or teaching expertise.  Second, based on the first finding 
showing the resistance narrative, an action research 
approach appeared to form an essential information hub 
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for the lecturer to come up with interventions that buffer 
the difficulty experienced in learning using technological 
innovations such as podcasting. The study places 
importance on research approaches such as action 
research in addressing challenges in the classroom 
(McNiff & Whitehead, 2006; van der Westhuizen, 2008), 
thereby placing action research as a tool to explore the 
efficacy of teaching and learning (Arhar et al., 2001). 
Further, the reflective diaries also illustrated the barriers 
that impede the student learning experience, especially 
from a student perspective, with such information 
providing a basis for current and ongoing interventions 
(where possible).  

Methodologically, lecturers have within their reach 
techniques and approaches such as action research and 
the use of reflective diaries; these provide a platform for 
attaining useful information that could help not only the 
lecturer concerned but also university administrators and 
policy makers on how the student experience can be 
enhanced using technological innovation. For lecturers, 
especially those who teach subjects such a labour law, 
the findings of this research point to issues that are 
working in the classroom and also reveal those that are 
not working. 

For instance, findings from this research (particularly 
the reflective narrative), in no way posit technology as a 
panacea to all the challenges faced within the classroom. 
Students cited the need for a balance between 
technology and the personal instruction by the lecturer. 
The implication here is that, especially given contextual 
challenges characterising national universities in South 
Africa, there is need for an approach that is balanced 
and nuanced towards the role of the lecturer and that 
of technology. In no way should one replace the other, 
but both can be viewed as complementary, given the 
contextual challenges facing South Africa.

Finally, lecturers (especially in a South African context) 
can use the findings of this research to improve teaching 
practice. Action research can improve an empowering tool 
for both the lecturer and the student. For administrators, 
the findings of this work highlight the need to address 
institutional resources (such as technological support) 

that are need in enhancing the teaching and learning 
experience. Finally, policy makers may use the findings 
of this work to frame policies that are specific to the 
experiences of stakeholders in the form of lecturers and 
students, particularly the use of technological innovation 
within classroom delivery. In essence, the research 
diaries project, as part of action research adopted in this 
study, allowed for inquiry and discussion that helped the 
lecturer not only understand his students better but also 
improve his teaching practice.

LIMITATIONS OF THE RESEARCH

The study has some limitations. The sample size is not 
generalizable to the entire population of students in 
South Africa. The small sample size was used to make 
a theoretical argument in the use of and experience of 
technological innovations such as podcasts in informing 
teaching practice. This study further raises issues of 
generalizability from a geographical and a classification 
system of universities in South Africa. In this regard, 
the findings of this research may not be applicable to 
other rural universities in South Africa. Future research 
could compare experiences of using innovations such 
as podcasting across universities and also subjects. In 
addition, future research can be longitudinal in nature 
and investigate how students not only accept but also 
perform in view of the use of technological interventions 
over time.

CONCLUSION

This research study was a useful window in revealing not 
only challenges affecting technology adoption but also 
their implications within and beyond the classroom. This 
ignites focus into finding ways that help students learn 
better. Uniquely, this study has adopted a qualitative 
approach away from the more popular quantitative 
approach in technology acceptance studies. By paying 
attention to such factors that influence such acceptance, 
this can be a useful basis for interventions that not only 
help students learn better but also improving teaching 
practice.
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ABSTRACT 

Starting a new university course is a big transition to make. It 
can be an exciting time opening new opportunities for students, 
both socially and academically. For many students, it involves 
moving to an unfamiliar city, leaving behind an existing support 
network, and encountering a range of new influences and 
new situations. For some it’s more of a general educational 
opportunity, to get a better understanding of their potential and 
where their expectations will take them in future. University 
education is the next level in the learning process. Amongst 
other responsibilities, higher education institutions are helping 
students to gain the skills, knowledge and personal attributes 
required for them in the initial stages of their careers. 

/Research Assistant.

Logistics & Transportation Studies Section,  NUST Namibia University of Science & Technology.
NUST, 13 Storch Strasse, Windhoek. Namibia.
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THE ROLE OF UNIVERSITIES IN MEETING STUDENT 
LEARNING EXPECTATIONS: A CASE STUDY OF NUST 
NAMIBIA UNIVERSITY OF SCIENCE & TECHNOLOGY

The study investigates the levels at which NUST students’ 
expectations are met. The key objective of this research 
is to evaluate the role of universities, focusing on the root 
causes and measures to fulfil student expectations.  For this 
research paper, primary research data was collected through 
the distribution of questionnaires circulated to first year and 
Honours students, within the transport and logistics courses at 
NUST. Student expectations are based upon students’ beliefs 
about service delivery, which serve as reference points against 
which performance is judged. Many students pursue studies in 
fields that are not of their real interest, due to lack of information. 
The researchers learnt that students would like the university 
to offer a career fair prior to registrations. University students 
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are considered as the primary customers of a university, who 
already have ideas on how best they want to be aided. They 
may be there to study, but the question still persists, are their 
expectations really met? The study found that some 70 % of 
both honours and first year students expect the university or the 
responsible department to invite industry gurus to offer some 
practical illustrations, for example to demonstrate how a bill 
of lading works. This for example would help enable them to 

understand the concepts and application more easily, instead of 
mere theory. The study suggests that the university should offer 
career advice before registration. It should introduce a platform 
for students’ inputs, which ideas can be filtered for quality service 
improvement within the institution. 

Key words: university quality, student learning expectations, 
course delivery,

INTRODUCTION

According to Simataa (2010), one of the basic functions 
of a higher learning is to satisfy varying needs of skills 
development and training. In so doing, it is imperative 
that higher education communicates its programmes to 
the regional, national and international socio-economic 
needs of the country in which it operates. In the effort 
to achieve this goal, each higher education institution 
(HEI) has a defined function and role to play. The role 
should differ according to each institution’s own mandate 
and character. If a higher education system is to function 
effectively and develop, there is a need for coordination 
between students and management, it is necessary for a 
coordinated plan to be instituted to assure the availability 
of quality educational opportunities to everyone, and to 
ensure that student learning  expectations are achieved.
In this paper, specific challenges are addressed. Firstly, 
the research looked into the students’ choice of course 
decision making process, and the fact that they made 
a wrong career choice.  A career course that has been 
chosen without due diligence as to the pros and cons, will 
be likely adversely affect his or her life. In Namibia, many 
students enrol via late registration, whereby courses 
of their main preference are either full or can only be 
offered on a distance mode, instead they then enrol for 
any courses that they find available. Furthermore, The 
Namibia Students Financial Assistance Funds (NSFAF) 
only allocates funds to students who are registered on 
the full-time and part-time mode, and thus many students 
will register on a particular course merely because of its 

teaching mode, in order to avoid registering for distance 
learning and thus missing out on a student loan. Sadly, 
the critical lack of student funding and financial support 
forces them to make compromised choices in such ways.

Secondly, there is a challenge of student engagement, 
the most immediate and persistent issue for a student and 
a lecturer is not necessarily low achievement, but student 
disengagement. Indeed, according to Arthur & Gamson 
(1987), learning is not a spectator sport, students do not 
learn much just by sitting in classes listening to lecturers, 
memorizing pre-packaged assignments, and spitting out 
answers .They must talk about what they are learning, 
research and write about it, relate it to past experiences, 
and apply it to their daily lives. They must make what they 
learned part of themselves. It is against such a backdrop 
that this research paper has been written.

Finally, to ensure that students are able to access the 
quality education they seek, staff at a university have to 
be well trained in providing high levels of service quality, 
within the overall service delivery experience provided 
to the student during each encounter. Yeo (2009: 66) 
as cited by Naidoo (2013) argues that improved quality 
education can be achieved within tertiary institutions 
if staff are motivated, educated and trained to deliver 
quality services. Academic and support staff have to 
be well trained professionals who practice and adhere 
in providing service excellence within all university 
structures, as it has a direct impact on the way students’ 
university experience.  
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BACKGROUND OF THE STUDY

In Namibia, HEIs consist of universities that work 
autonomously, like the University of Namibia and the 
Namibia University of Science and Technology, and 
those registered as private higher education institutions, 
such as the International University of Management, 
and a countless number of private colleges.  According 
to the Higher Education Act No. 26 of 2003, being a 
post-secondary entity does not constitute automatic 
qualification as higher education, although it does mean 
qualification as tertiary education. For example, even 
though vocational training centres and other institutes 
are formally part of post-secondary education, they are 
not considered as higher education institutes. Rather 
they are part of the tertiary education system (Simataa, 
2010). Since independence in 1990, the Government of 
the Republic of Namibia has made major investments in 
the higher education sector. Policy changes in the higher 
education system have been made, improvements and 
new curricula at several institutions such as the UNAM 
and NUST introduced. 

Significant enhancements in the infrastructure at HEIs 
have been made. Numerous funding schemes such as 
the Namibia Students Financial Assistance Fund (NSFAF) 
aimed at improving access, equity and efficiency in the 
higher education system were introduced. However, there 
remain areas where further improvements still need to 
be made, such areas where improvements are needed 
include infrastructure: lecture halls, laboratory facilities 
and investment into research development.

At NUST complaints are often overheard and noted from 
students, regarding the institution’s poor service delivery 
which results in failure in meeting students expectations.  
By 2020, HEIs will operate quite differently from the 
way they do today, with an expected mass adoption of 
teleconferencing and distance learning to leverage expert 
resources just as research and study opportunities would 
no longer be limited by national boundaries (Anderson et al, 
2012). Students are now able to access more information 
on educational innovations taking place at universities 
throughout the world, through the use of social media and 
personal wireless devices. So that any perceived or actual 

lack of interaction between the institution management 
and students, may hinder the HEI in achieving some of 
their strategic goals. 

As a primary research objective our research sets out to 
determine the level at which student learning expectations 
are met, with a focus on NUST. Our secondary research 
objectives include:

• Determine student  learning expectations;

• Determine the relationship between quality education 
and achieving student learning expectations;

• Determine services provided at NUST;

LITERATURE FRAMEWORK

Namibia devotes a large portion of its financial resources 
to education compared to other SADC countries 
(Mbumba, 2007). According to the 2014/2015 national 
budget of Namibia, approximately N$2.2 billion was 
allocated to higher education, broken down amongst 
the implementing and coordinating institutions such 
as, UNAM N$870 million, Namibia Students Financial 
Assistance Fund (NSFAF) N$ 836 million, NUST N$449 
million, Namibia Council for Higher Education N$27 
million, and NQA N$15 million.

Katrina Hanse-Himarwa, Minister of Education (2016) 
stated that with the introduction of the primary education 
grant, the learner enrolment has increased by an average 
of three percent annually. She added that, there are 
currently, 467 748 learners enrolled in the primary phase 
(grades 4 to 7) in 1,723 primary and combined schools. 

DEFINING KEY CONCEPTS

Student expectations

Geoffrey et al (2009) defined student expectations as 
the knowledge, skills, attitudes, behaviours, and other 
attributes set forth as achievements required by students 
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to meet in order to successfully excel in a certain course. 
According to Pithers & Holland (2006) there is sometimes 
a significant difference between the students’ expectations 
and the knowledge that institutions offer. This may arise 
because students have naive expectations of what will 
transpire during their time at university, it may also arise 
because of misunderstandings associated with the 
information provided by the institution about its culture 
or because the institution is simply unaware of student 
expectations.

It is of great importance for tertiary institutions to meet 
student expectations, because students’ expectations 
and their experience during their entry year (first year) 
have a tangible influence on student engagement and 
retention (Longden, 2006). Institutions that are interested 
in influencing student retention rates need to approach 
the issue from several directions. One of these is to 
provide better alignment between student expectations 
and the reality of the first-year experience. Longden 
further adds that alignment can be facilitated by either 
changing student expectations to better match the reality 
of the university experience, or by the institution changing 
some of its approaches to student engagement to better 
match the student needs. 

Student engagement and the concept of 
quality in education

Newman (1992) defined student engagement in 
academic work as the student’s psychological investment 
in and effort directed towards learning, understanding, or 
mastering the knowledge, skills or crafts that academic 
work is intended to promote. According to Boughey 
(2004), enrolling in and attending lectures does not 
guarantee mastery of even the basic skills of becoming 
an expert in a field of study. Learning is enhanced when 
it is more like a team effort than a solo race. Good 
learning is collaborative and social, working with others 
enhancing the learning process. Sharing one’s own ideas 
and responding to others’ reactions sharpens thinking 
and deepens understanding.

Quality education is not an easy concept to qualify, 
because student perceptions of service quality may 

change over the course of their studies, for example 
students at Honours level have established experiences 
based on previous interactions with HEI and are familiar 
with the university environment in which the service 
delivery takes place Diedericks & De Klerk (2014). In 
comparison, first year students do not have a record of 
previous HEI encounters on which to base perceptions, 
thus they need to adapt into their new university culture. 
Defining quality of education depends on what one thinks 
are the priority issues that deserve attention to making it 
‘quality’ education. 

According to Angula (2000), a good quality education 
is one that provides all students with capabilities they 
require to become economically productive, develop 
sustainable livelihoods, contribute to peaceful and 
democratic societies and enhance individual well-being. 
He further stated that “quality will reflect issues such as 
the ideas on child development; the nature of knowledge 
and how much knowledge is worth; the role of the lecture 
and the kind of lecture one would like to nurture and the 
relationship between school and society”. In other words, 
quality and standards should be measured in relation 
to the context and environment in which education is 
located.

STUDENT SUPPORT SERVICES OFFERED 
AT NUST

According to Kimani et al (2011) as cited by Diedericks 
& De Klerk (2014), service quality has been identified 
as a key determinant of success in competitive 
markets, as it allows HEIs to differentiate themselves 
from competitors. Service delivery is about customer 
service, it is a phase that is best defined by the 
customer himself or herself. Customer service is about 
those transactions that are aimed at meeting the needs 
and expectations of the customer, as defined by the 
customer. In the case of students, the university would 
need to meet the expectations of students who already 
have ideas on how best they want to be served, 
because in universities, service delivery impacts on 
student expectations, student satisfaction, student 
loyalty and retention.
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FIGURE: 1. SERVICE DELIVERY AND ITS OUTCOMES  

Source: Mbuthia, L. M, & Mazibuko, E. N (2014) 

Academic Student Support services

The provision of academic support services to students 
is one essential function of any HEI. In the academic 
sector, learning is the primary service offered to students.  
At NUST Teaching is offered on full-time, part-time and 
distance mode.  For full-time and part-time, teaching is 
offered through formal lectures, seminars, tutorials, and 
workshops conducted by the lecturers.  Assessments by 
the academic staff take the form of assignments, tests, 
and tutorials.  A further assessment includes examinations. 
Academic staff also supervise students (students taking 
the research methodology course) who are working on 
their research papers which are also sent to external 
examiner for review.  The research paper supervision, 
entails providing guidance and mentoring students towards 
the completion of a research project. The student is guided 
through the compilation of a literature review, drafting a 
questionnaire and data analysis.

In addition, NUST through its Centre for open and lifelong 
learning (COLL) strives to make education more accessible 
to Namibians through distance education. The majority of 
students studying at a distance mode are public service 

employees of government ministries, who live and work 
in and round Windhoek. COLL provides distance students 
with study guides designed as self-instructional materials, 
which provides students with flexible learning opportunities 
and are in the main source of teaching and learning. 

Study materials offered are produced in the medium of 
English, and all students are expected to study an English 
Communication course as part of the programme for which 
they have registered. Students receive their materials at 
the regional centres where they are registered, and also 
receive face-to-face support from tutors during weekends, 
tutorials, vacation schools and are able to attend lectures 
every second weekend.

Administrative services

Administrative are services that enable the learning and 
teaching process such as academic administrative, support 
services, information communication, technological 
services and library services.  According to Mavondo 
and Zaman as cited by Naidoo (2013), in most tertiary 
institutions, students come into contact with administrative 
staff for many reasons such as time-tabling; changing 
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subjects and courses and paying fees. Because of these 
extensive interactions, administrative staff plays a central 
role in achieving student expectations. 

LIMITATIONS OF THE STUDY

The study evaluates the extent to which student learning 
expectations are met at university level, and to further 
make contributions on how to improve the success of 
quality education in higher learning institutions. The 
study was limited to entry level students (first years) and 
students at honours level (exit level students) within the 
Logistics and Supply Chain Management course at NUST.

Some reluctance to complete the questionnaires from 
students restricted the researcher to analyse all the 
data from all the targeted population and some of 
the questionnaires were incomplete. Out of the 40 
questionnaires handed out to the honours students, 32 
were completed. Furthermore, the study was limited to one 
particular institution. A lack of availability to information in 
the form of reviewed articles, journals and books was also 
a limitation to this study, as no studies on meeting student 
expectations have been carried out thus far.

RESEARCH METHODOLOGY.

Literature and theoretical review

A literature review was carried out to determine the need for 
meeting students learning expectations, and to determine 
student impressions of their learning expectations being 
met by the institution. 

Empirical study

Quantitative research was conducted by use of 
questionnaires designed to determine whether student 
learning expectations are being met. Registered First year 
and honours students in the logistics and supply chain 
management programme at NUST were interviewed. The 
questionnaire included open and closed ended questions.
A total sample of 80 students , comprising 40 first years 
and 40 honours students were randomly selected. The 
data was collected through a validated questionnaire 
which was distributed to students. The questionnaire 
consisted of information guidelines explaining the 
purpose of the study, and how the questionnaire should 
be completed.
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RESEARCH FINDINGS

DATA ANALYSIS FOR FIRST YEAR NUST HONOURS STUDENTS.

How students came to know about logistics

FIGURE 2: FORMS OF MEDIA

Most first year students chose to study logistics because 
they were advised by a career advisor, some heard about 
it in newspapers, and a few from the radio and television. 
However, most first year students did not even know what 
logistics was, some students were essentially neutral with 
respect to most academic and career issues related to the 
logistics discipline. It was found that out of the 32 honours 
respondents, 69% of the students came to know about 
Logistics through career advisors, 16% of students have read 
about it in the newspaper, and 13% of the students heard 
about it through the television and 2% through the radio. 

Reasons for choosing Logistics as a career

Choosing a course of study is critical decision in one’s life, 
as it determines future career and success. Our research 
indicates that, most students enrolled for the Logistics 
course were passionate about logistics, they had a basic 
understanding of logistics. Others took logistics because 
they were rejected in other faculties or merely because 
it’s a new course, as it was only implemented by NUST in 
2010 and they are more concerned about securing a job 
in the future.
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Student reasons of choosing a career in Logistics.

Honours students First year students

• Because there is a lack  of qualified logisticians.

• Having worked in a transport sector for so many years, 
I was encouraged to go in depth of transport.

• It is the most important part of a business

• Logistics offers a career with a low level of stress.

•  Logistics offers high starting salaries.

•  Logistics is a gender-friendly career.

• Logistics majors have an easy time getting jobs.

• Logistics is fundamental to the country’s economy, it is 
also a good business opportunity

• It was the only course that I could register for, after my 
first choice rejected me.

• Logistics is on demand, thus it is very easy to secure a 
job. 

• Logistics offers a career with a low level of stress.

• Logistics offers high starting salaries.

•  Logistics is a gender-friendly career. 

• Logistics majors have an easy time getting jobs 

Benefits of studying Logistics

The Council of Logistics Management defines Logistics 
as the process of planning, implementing and controlling 
the efficient flow and storage of goods, services and 
related information from point of origin to point of 
consumption for the purpose of conforming to customer 
requirements. According to Madejski & Fransman 
(2015), a logistics qualification represents the bedrock 
on which organisations build and strengthen tools and 
key competencies, in order to sustain in the new global 
supply chain environment. Logistics qualifications provide 
transferable skills to help students remain competitive 
and ready for industry challenges. Not only from a 
traditional transportation stance, but from unleashing 
advantages from within the supply chain itself, to include 
quality, costs and lead-times. Students responses in this 
respect included:

• Easy to secure a job,

• Opportunity to travel and explore,

• One gets to understand how to deal with logistics 
aspects,

• One  gets to know  more about the industry,

• Understand the links that Namibia has with other 
countries,

• Understand international trade,

• Contribute to economic growth and development.

Students who have always wanted to study logistics

The study has found that 72% of the honours students 
have always wanted to study logistics, whereas only 55% 
of the first year students had initially wanted to study 
logistics. 
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Logistics student expectations while on the 
programme and after completion.

According to Wilson, et al (2008), students have 
expectations when they join a university, expectations 
may have been formed through word of mouth from 
other students or staff of the university. Diedericks & De 
Klerk (2014) stated that in order to understand student 
expectations, students need to clearly understand their 
expectations so that staff are able to use their responses 
for helpful student and staff dialogue, and work towards a 
more positive alignment between perceived expectations 
and levels of student satisfaction. Here our study tried to 
find out the learning expectations of the students, some of 
the comments are stated as follows:

• To have an excellent understanding in logistics and be 
a better competitor in the market.

• To understand the importance of logistics in an 
organisation

• Obtaining managerial skills, or any other skills needed 
in Logistics

• To know the know-how of Processing and SAP

• To be academically equipped with all the necessary 
skills a Logistician needs

• To learn more about inventory handling and supply 
chain

• Be able to understand the entire supply chain from  
the point of origin to the point of consumption

•  to gain more knowledge in the area of customer 
expectations

•  like to have a clear understanding of the  integration 
of all transport modes

• to learn how to be able to tackle logistical challenges

• to get more practical knowledge and skills needed by 
a Logistician

• to get as much assistance as I can from my lecturers 
so that I pass with flying colours

Where do you see yourself after completing this 
course?

There is such a diverse range of opportunities that a career 
in logistics can offer. One can progress from working in a 
small team to managing a large distribution centre, others 
from a logistics consultant to a logistics manager. There 
are examples of people who have been in the warehousing 
and logistics industry all their lives as well as others who 
have come from different industries.  Students were asked: 
“Where do you see yourself after completing this course?” 
Responses included:

• Progressing to my masters

• Working for a top logistics company in Namibia

• As an entrepreneur with a fully operating Logistics 
company

• As a procurement officer in  a hospital
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Supply chain modules in which students wants to major

FIGURE 3: SUPPLY CHAIN MODULES 

Source: Researcher’s own model

Turner and Bowen (1999) indicate that the choice of 
an academic major is important for a student’s career 
development and vocational choice, and that students 
often decide on their major before the end of their first 
year in college. Job opportunities or career potential 
are often viewed as key factors in one’s choice of major 
(Adams et al., 1994). Indeed, Michael, et al (1998) found 
job opportunities and growth of the logistics field to be key 
reasons for students choosing to major in logistics.

Based on the findings, the overall number of students both 
first year (22%) and honours students (25%) wanted to 
major most in Logistics and manufacturing. Less first year 
students showed interest in purchasing and warehousing 
and Retailing and manufacturing. Only 2% of the honours 
students showed interest in purchasing and warehousing
Ways of helping students achieve their learning 
expectations
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FIGURE 3: WAYS OF MEETING STUDENT EXPECTATIONS  

Source: Researcher’s own model

  

The study results have shown that 35% of the Honours 
and 33% first year students suggest that inviting industry 
experts/visitors would be of great help to meeting student 
expectations.  Others suggested that student expectations 
will be met through Logistical tours and internships.

CONCLUSION.

This study aimed at evaluating students learning 
expectations focusing on the first years and students at 
honours level at the Namibia University of Science and 
Technology. For the purpose of conforming to students’ 
expectations, university management needs to ensure 
that high standards are sustained by providing students 
with the relevant learning materials that supports the 
learning process. Also, there is a need for the availability 
of facilities that can develop student interests and talents. 
Students are regarded as the primary customers of the 
university, thus university management needs to align 
service delivery strategies with student expectations.  
Results of the study have shown that there is a difference 

between first year expectations, and students that have 
had several encounters with the university (Honours).

This study provides NUST, with decisive information 
with regard to service delivery more specifically in the 
Department of Marketing and Logistics. It will also 
provide additional insights into the expectations of new 
NUST students. In particular, it highlights areas in which 
student expectations may not necessarily align with the 
realities of available resources or with standard NUST 
practices. It also provided an opportunity for NUST staff to 
acknowledge, reflect on, and ultimately determine which, 
student expectations can reasonably be met within the 
available resources. The study also provided an initial 
empirical best case benchmark that quantifies student 
familiarity and perceptions of the logistics discipline. 
Furthermore, the research information could also be 
valuable to Logistics professional organizations such as 
the Chartered Institute for Logistics and Transport (CILT) 
and the Chartered institute for Procurement and Supply 
(CIPS) by offering insights as to whether logistics is 
characterized by awareness or image shortcomings.
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RECOMMENDATIONS.

According to Naidoo (2013), for a tertiary institution to 
be a market leader, it needs to first tap into issues of 
service quality and how it impacts on the student’s level 
of customer satisfaction. An obvious step would be for 
the NUST management to seek ways to understand 
student learning expectations. In order to increase student 
satisfaction, NUST needs to identify where gaps exist 
between the experience and expectations of students. 
Identifying where such gaps exist not only gauges the 
overall level of satisfaction, but reveals specific areas 
where improvements can be made to raise the level of 
student satisfaction and therefore the success of the 
service offered  (Sander et al, 2000).   Furthermore, there 
is a need for NUST to:

• Communicate the value of logistics early in students’ 
academic careers; it would be valuable to incorporate 
logistics as a subject into the secondary school 
curriculum.

• To ensure that entry-students acquaint themselves 
with the right information, that will help them choose 
the right career paths, there is a need for NUST to 
offer a career fair before registration, targeted towards 
new students. Which would provide information 
regarding internships, entry-level jobs, pay levels, and 
opportunities for career advancement in logistics and 
other business disciplines.

• Provide opportunities for students to be able to 
articulate their expectations, and then use the 
students’ responses as the basis of constructive 
dialogue between staff and students.

• Align between student perceived expectations 
and what NUST is prepared to offer by informing 
students about the unrealistic nature of some of the 
expectations, so that a shared understanding of the 
reality of university life could be reached.

• Provide competitively high quality service that can 
further help enhance the image and reputation of the 
university.

There is a need to improve student engagement and 
collaboration between students and lecturers, when 
students embark in the academic journey; it is expected 
from lecturers to guide them, help them understand what 
is relevant for their education and mostly mentor then in 
order for them to be more competitive in the market. 
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ABSTRACT

The topic of gender differences is widely discussed and debated 
from many angles and on many platforms. Regardless of the 
outcome of these debates, the fact that women account for 
over 50% of the world population, makes them an attractive 
market, this includes Institutions of Higher Education. Women 
formulate approximately half of the working age population 
and impact the global economy positively. Education plays a 
critical role in assisting women to reach their full potential. In 
this research study, current female students and graduates 
were surveyed to determine what factors were considered 
in their choice of university. Specifically, the study examines 
factors, such as career opportunities, programmes and quality 
of programmes, ranking, location, accommodation, fees, 

FACTORS AFFECTING FEMALE’S UNIVERSITY 
OF CHOICE

M.D.M. CULLEN
Business School, NMMU, P.O. Box 77000, Port Elizabeth, 6031

     Tel No. +27 41 504 3772
Margaret.cullen@nmmu.ac.za

C. JOOSTE
Business School, NMMU, P.O. Box 77000, Port Elizabeth, 6031

     Tel No. +27 41 504 3772
Carlien.jooste@nmmu.ac.za

ANDRE P. CALITZ
          Business School, NMMU, P.O. Box 77000, Port Elizabeth, 6031

     Tel No. +27 41 504 3772
Andre.Calitz@nmmu.ac.za

university brand and student life. The influence of peers, school 
counsellors, parents and friends were also investigated. 

The paper is based in Image Theory, which argues that 
decisions are made based on the extent to which alternatives 
fit with images. The decision maker’s image of what should 
be must resonate with the image of the organisation for the 
decision. This study is exploratory research to determine 
factors that would influence women’s choice of university. The 
results of the study indicate that females ranked the quality 
and the variety of academic programmes as important factors 
and females in the age groups above 22 years of age placed 
less emphasis on campus social life.

Keyword: University, women, gender, Image theory.
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INTRODUCTION

Few topics generate as much interest or disagreement 
as the nature of differences between women and men 
(Krupnick, 1985). The growth in female enrolment 
in education partly reflects the changing values and 
attitudes related to the role and aspirations of women 
in society that are the legacy of social change and 
feminist movements which emerged globally in the 
1960s and 1970s. Women started catching up to men 
in North America and Western Europe in the 1970s 
and even surpassed male enrolment rates by the early 
1980s. However, women continue to be disadvantaged 
in South and West Asia and in sub-Saharan Africa. This 
is partly due to the fact that a relatively small number 
of students are able to pursue higher education. When 
educational opportunities and resources are scarce, it 
seems that women are less likely to access them. Across 
sub-Saharan Africa, there are approximately 62 female 
students for every 100 male students. With the potential 
increase of female students, one would expect Higher 
Education Institutions (HEIs) to have strategies to attract 
this segment of the market (Chien, 2010).

Women’s role in business has become increasingly 
important, so much so that obtaining a tertiary qualification 
to secure that role has become common place. Women’s 
increased focus on their careers has resulted in a decline 
in the birth rate in some developed countries. In addition, 
the role of women as buyers or decision makers has 
become more prominent with the underlying belief that as 
women and men behave differently from each other, then 
maybe their approach to marketing and selling, factors of 
importance and more importantly buying, is also different 
(Barletta, 2003).

The women’s market is an under-developed opportunity, 
possibly the number-one opportunity, for those who 
really understand these differences. Institutions and 
organisations who understand and apply the underlying 
principles of Image theory, where the decision maker’s 
image of what should be must resonate with the image 
of the organisation for the decision, will capitalise on this 
growing market. Women reach purchasing decisions 
differently and do not communicate in the same way. 

Women focus more on relationships, in other words, the 
emphasis is on people and how they are treated rather 
than transactions and as a result do more research before 
making a purchase. They also place more emphasis on 
social values, however women should not be treated as 
a homogenous group which could result in a patronising 
approach to this market (Barletta, 2003).

Universities operate in global environment and need 
to attract/recruit students and become a university of 
choice.  The value of a university can be measured in 
many ways. Universities are seen as an investment in 
democracy, knowledge industries and public services. 
Higher education is valued by individuals, by employers 
and by the public on a personal level, a social level and 
an economic level. In the International arena and in the 
South African market, rankings and quality programmes 
are some of the factors that influence university of 
choice generally. Highly ranked universities are the most 
competitive, but normally represent the best institutions 
in the world. There are numerous ranking systems which 
rank universities globally such as the QS World University 
rankings and the Times Higher Education World 
University Rankings. Their rankings extend to the best in 
the world by subject. It is important that applicants have 
an idea of what is important to them such as reputation 
with employees. Other important factors to consider 
include a university’s character which is determined by 
the networks it belongs to and areas of strength, keeping 
in mind that no university is good at everything. University 
ratings are an important measure here. 

Vocational options differ in the extent the University 
incorporates industry in the classroom and prepares 
students for employment. Campus community, another 
factor to consider, is indicative of the kind of campus 
involvement students prefer. In addition, the following 
aspects could be factors influencing choice: research 
focus; teaching quality; graduate outcomes; graduate 
satisfaction; the student body; international experiences; 
facilities; student services; atmosphere and fees.

Factors that could possibly influence women’s choice 
include: percentage of female faculty and management, 
security, quality of programmes, opportunities for 
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employment, study mode, reputation and location. As 
mentioned before, women represent an attractive market 
for HEIs and it is important to focus on the factors that 
are important to them. According to Weise et al. (2009) 
HEIs have to implement strategies to maintain and 
enhance their competitiveness, effectively communicate 
their unique selling propositions to their identified market 
segment which focus on the factors of choice mentioned 
above.

Problem Definition and Main Research 
Question

The role of women in the economy has changed 
substantially over the past decades. This is reflected 
in the growth of female enrolment in the majority of 
universities in the developed world. The main problem 
this paper aims to address is that universities do not 
target women specifically in their recruitment campaigns. 
This paper provides an understanding of the importance 
of women in the economy and the argument that they 
should have a tertiary education to support their role. 
The paper will highlight a market that most universities 
do not acknowledge or target addresses the research 
question: What factors should universities consider to 
attract female students?

LITERATURE REVIEW 

Women in the workplace

In the past, women stayed home and looked after the 
children while men went to work.  During the 21st century, 
specifically over the last 35 years, women have been 
working alongside men in the same jobs and the same 
companies with the same education, same qualifications 
and comparable ambitions (Wittenberg-Cox & Maitland, 
2009). In the corporate world, on average, women make 
up 53 percent of entry-level employees, 40 percent of 
managers, 35 percent of directors, 27 percent of vice-
presidents and 24 percent of senior vice-presidents 
(Harvard Business Review, 2013).  Therefore, according 
to Devillard et al. (2015), because women formulate 
approximately half of the working age population, if they 

do not achieve their full potential, this could impact the 
global economy negatively.

Although men and women are becoming equal partners, 
the gap between them remains large (Devillard et al., 
2015).  The research of Burke and Major (2014) indicates 
that the number of women entering the workforce is 
increasing internationally.  There is also evidence indicating 
that women in top management positions at certain 
organisations are more likely to be financially successful. 
Women in the senior positions are also less likely to take 
risky decisions (Burke & Major, 2014).  However, negative 
assumptions about women have also been made with 
regard to their commitment and abilities in the workplace; 
the women’s home and family responsibilities; the lack of 
mentorship and long working hours (Kirton & Healy, 2012).

The number of women who are participating in labour 
force is increasing the world over (Salami, 2007), however 
when viewing every level in the corporate pipeline, women 
are still underrepresented.  This assumption is made, as 
women leave organisations at higher rates than men do, 
perhaps because of difficulties in balancing work and 
family (McKinsey & Company, 2015).  However, in order 
for women to succeed in the workplace, they need to love 
what they are doing. In addition, key character traits must 
include dedication, drive and courage. These character 
traits are essential to be successful.  If those traits can be 
combined with flexibility and excellent people skills, they 
can bring great value to any profession (Schäfer, 2006).  

Women face greater barriers to advancement and a 
steeper path to senior leadership.  For organisations 
to perform at the highest levels, female leadership is 
vital. Therefore, CEO commitment to gender diversity 
should be high for organisations to make a significant 
and sustained investment to change the organisation’s 
culture and practices in order for women to achieve their 
full potential (McKinsey & Company, 2015). Devillard et 
al. (2015) also suggest that in order for organisations to 
bridge the gender gap, financial incentives and support; 
technology and infrastructure; capability building; 
advocacy and shaping attitudes; and laws, policies and 
regulations are essential. Tertiary education can also 
play a major role in bridging this gender gap.
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Women’s pursuit of Higher Education

he Global Education Digest (2010) focused on gender 
issues and revealed the following. Despite the improved 
access to tertiary education globally, women face 
considerable barriers as they move up the education 
ladder to research careers and in the labour market. At 
the Bachelor’s degree level, most countries reporting 
data have achieved gender parity in terms of graduates. 
Women are more likely to pursue the next level of 
education, accounting for 56% of graduates with Master’s 
degrees. However, men surpass women in virtually all 
countries at the highest levels of education, accounting for 
56% of all Ph.D. graduates and 71% of researchers. The 
precise sources of the gender gaps will likely vary by the 
unique context in each country. The consequences of the 
gender imbalance in higher education are also certain to 
vary across countries (Conger & Long, 2013).

According to Chamie (2014) women are more qualified 
than men, but they are still earning less.  Women also 
tend to further their studies to post graduate degrees 
(Masters) more than men.  One of the research studies 
conducted by the Organisation for Economic Co-operation 
and Development (2015), indicated that women between 
the ages of 25–34 earn about 25 percent less than what 
men do (Chien, 2010). Women are also likely to take on 
part-time jobs and less likely to participate actively in the 
labour market, despite being more qualified than what 
men are.  However, this study also indicted that there 
are clear gender differences in certain career fields, for 
example, men dominate in the field of science, computing 
and engineering whereas women dominate in the field of 
education and health (OECD, 2015).

Women make up a majority (75%) of universities across 
OECD countries (Vincent-Lancrin, 2008). Education 
experts in the US project an enrolment increase of 21% 
for women, compared to only 12% for men, through to 
2019. This pattern is not unique to the US. According 
to 2007 estimates from UNESCO, the share of females 
in tertiary education now exceeds 50% in almost all 
OECD (Organisation for Economic Co-operation and 
Development) member nations, reaching as high as 64% 
female in Iceland.

Females dominate tertiary education in several non-
OECD nations as well, most notably in some wealthy 
Middle Eastern nations and less developed nations 
in the Caribbean. For instance, the share of females in 
higher education in Bahrain and Qatar was 68% and 64% 
respectively in 2007. Equally high shares were reported 
by Barbados, Bermuda and the British Virgin Islands.  
However, women continue to be disadvantaged in South 
and West Asia and in sub-Saharan Africa. This is partly 
due to the fact that relatively few students are able to 
pursue higher education. When educational opportunity 
and resources are scarce, it seems that women are less 
likely to get them. Across sub-Saharan Africa, there are 
only about 62 female students for every 100 male students 
(Chien, 2010). In the UK, the Commission for Africa 
(2005) highlighted the role of universities as enablers 
of development, rather than as targets of development 
aid themselves. African higher education is presented 
as playing an indispensable role in any programme of 
sustainable development and poverty reduction (Morley, 
et al., 2007). 

Recruitment strategies in Higher Education

HEIs primarily use recruitment strategies to recruit students 
and ultimately persuade them to enrol at their institution. For 
the purpose of this paper, a recruitment strategy refers to a 
strategy designed to recruit students to enrol at a specific 
higher education institution. The recruitment of students 
is important, not only to ensure that an institution stays 
relevant and operational, but also for revenue purposes. 
The decline in funding from subsidies means that tertiary 
institutions are facing increasing market and financial 
pressures, which results in a more competitive educational 
environment (de Jager & Du Plooy, 2006). In addition, 
as the number of degree choices grow and prospective 
students have a wider variety of universities from which 
to choose, the need for universities to differentiate 
themselves from their competition is self-evident, resulting 
in the role of marketing in student recruitment increasing 
in importance (Ivy, 2008).

Given the above background, the effects of competition 
on institutions of higher education, especially in the 
South African context, can be seen as having far-
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reaching implications for these institutions. There is a 
political economy of access and participation in higher 
education (Ntschoe, 2003). Higher education is repeatedly 
positioned by the international community as a central site 
for facilitating the skills, knowledge and expertise that are 
essential to economic and social development in low-
income countries (Morley, et al., 2007).

Although starting from the lowest tertiary enrolment rates 
of any region, sub-Saharan Africa has experienced one 
of the fastest rates of growth in higher education in the 
past decade, witnessing an average increase of 7 per 
cent per year between 1991 and 2004 (UNESCO, 2006). 
The “one size fits all” approach to recruiting students is 
becoming more and more irrelevant (Maringe, 2006). 
These recruitment approaches will not be able to satisfy 
the information needs and curiosity of an ever-evolving, 
globally aware individual and will further not be able to 
persuade a “fence-sitter” to apply (Chapman, 1981:491). 
Along with incorporating institutional key selling points, 
and “targeting” in recruitment strategies, Chapman 
(1981:491) also suggests studying the “pressures and 
influences” that influence prospective students in their 
choice of institution.

Focusing specifically on factors which students will 
consider in recruitment strategies, the following have been 
identified:

•  Programmes and quality of programmes;

•  Ranking;

•  Location;

•  Accommodation;

•  Fees; 

•  University brand; and

•  Student life (Chapman, 1981; Beswick, 1989; 
Canadian Undergraduate Survey    Consortium, 
2004; Maringe, 2006; Sorrells & Cole, 2011; Sanchez, 
2012).

However, it is important to note that as with local culturally 
diverse students, a one size fits all approach will not 
necessarily be advantageous when recruiting women 
students. When it comes to the recruiting of women, the 
factors students consider vary. Different cultures do not 
deem the same factors as influential. Research findings 
suggest that men and women are influenced by different 
groups of people (Geyfman, Force and Davis, 2015). 
Universities must thus be aware of the factors their specific 
target markets deem influential and tailor their recruitment 
strategies accordingly. 

The maturity of a student also plays a role in the type of 
factors that influence their choice of university. Studies 
conducted by Maringe (2006), Holsworth (2005) and 
Soutar and Turner (2002) concluded that postgraduate 
students, specifically Masters students took the following 
factors into account when choosing their university of 
choice:

•  Reputation with employment of the university/faculty/
academic offer;

•  Career opportunities;

•  Graduate employment rate;

•  Quality of teaching staff;

•  Specific differential aspects (specialisations, 
timetables, services, etc.); and

•  Cost or value for money (Sanchez, 2012:47).

However, the question now arises: Who or what influences 
these decisions? 

Universities and the Higher Education Sector are globally 
being forced to re-evaluate their place in society and 
more so the connections with their various communities 
and stakeholders (Jongbloed, Enders and Salerno, 2008: 
303). Universities can no longer afford, and neither can 
its target market, to offer the same programmes as its 
competitors. Not only is this a costly exercise but also 
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demonstrates a lack of focus and understanding by 
university management of what it is that the market and 
customers want. Jongbloed et al. (2008: 304) comment 
that “many universities take on similar ideals while sub-
optimally allocating scarce human and physical capital. 
The multitude of communities with which universities now 
engage demand a more clearly articulated strategy for 
understanding and managing stakeholder relationships.” 
Such an approach will require strong leadership, not 
readily influenced by government demands; a clear 
strategy of what the university should focus on and why. 
De Boer, Enders and Leisyte (2007:27) concur and state 
that such an approach will demand “a new governance and 
accountability approach, highly professional management 
and a rethinking of the university’s business concept.”

“It is important to note that customers, both locally and 
globally, view international education as a blue-chip 
investment, where the investment is expected to provide 
long-term financial returns and security and as such 
the quality of education, as well as the global portability 
of the end product is of utmost importance” (Jooste, 
2011: 35). According to research conducted by Maringe 
(2005), universities rarely offer programmes influenced 
by what their target market wants, but instead align their 
programme offerings with their institutional plan and 
expertise available. As a sector, HE has entered into a 
market-driven environment in which it is seen as a product 
to be sold to customers (students) due to the reduction in 
subsidy from government and the need of the university 
to make a profit (Berger & Wallingford, 1997; Duderstadt, 
2000; Frølich & Stensaker, 2010; Bezuidenhout & De 
Jager, 2014).  Similar to the competition in other sectors 
for customers, the recruiting of students has thus become 
a “competitive and challenging process” (Wiese, Jordaan 
& Van Heerden, 2010:112).  One can only determine what 
the customer would like, and what would persuade the 
customer to choose a specific product by understanding 
the factors that influence the customer.

The fact that institutions generally provide data on gender 
make-up indicates their awareness of the need to record 
such data. However, wide variations in the way the data 
is recorded and the minimal attention given by auditors, 
suggest the importance and purpose of the data collection 

may not be recognised by either party (Lestrade, 2012).  
The study of Geyfman, Force and Davis (2015) indicates 
that “female friendly” institutional factors such as lower 
faculty-student ratio, smaller average class size and larger 
female faculty representation tended to increase female 
representation at certain US Universities. Bunyi’s (2003) 
research in Africa highlighted the following obstacles. 
Women unfriendly HEI environments - owing to lack 
of mechanisms for dealing with sexual harassment, 
insufficient female role models, limited number of highly 
educated women in leadership positions and professional 
careers to encourage girls to pursue HE and socio-
cultural values, beliefs and practices that militate against 
the education of girls. These include less valuing of the 
education of daughters and the high value placed on 
marriage and motherhood and their accompanying gender 
specific roles. Other areas in which tertiary institutions are 
unresponsive to the needs of female students include their 
culture and infrastructure as well as the lack of adequate 
numbers of women as academics and in the institutions’ 
management to act as role models for female students. 
The few women who hold these positions are concentrated 
in the lower ranks of academia and management and in 
the case of the women academics are concentrated in arts 
based faculties (Bunyi, 2003).

It is important to point out from the outset that as Bennet 
(2002) has observed, the majority of tertiary institutions in 
Africa do not have any interventions to increase female 
students enrolments (Bunyi, 2003). HEIs compete for the 
best students while the applicants compete for the most 
preferred institutions. No institution can serve the needs 
of all applicants because of different needs and wants. 
Universities need to position themselves, which is defined 
as designing an image and value so that it is attractive 
to the prospective customer. According to Kotler (2000), 
positioning is the art of designing the company/institutions’ 
offering and image to occupy a distinct place in the target 
market’s mind. The emphasis moves from the product to 
the mind.’

Theoretical base

The argument for acknowledging the different criteria that 
would influence women’s university of choice is imbedded 
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in Image Theory, which focuses on an individual making 
a decision in the context of a relationship or organisation. 
Image theory uses the term ‘image’ to refer to the schemata 
involved in decision making-in other words the cognitive 
frameworks that help decision makers organise their 
world and provide meaning and structure to information 
that aids the ultimate decision made (Mitchell and Beach, 
1987). Decisions are made based on the extent to which 
alternatives fit with images. The decision maker’s image 
of what should be must resonate with the image of the 
organisation for the decision, in this case, University of 
Choice to be made. This supports the objective of this 
paper being determining the factors which influence 
women’s choice of university. A university will have to 
project that Image for a prospective woman student to 
decide to enrol there.

RESEARCH METHODOLOGY   

The 2015 MBA students from East London, Port Elizabeth, 
Cape Town, Pretoria and Johannesburg conducted 
a survey amongst current students and graduates to 
determine what factors were considered in their choice 
of university. Data were collected from 3126 participants 
and analysed to identify important factors. The percentage 
of women responses was 52% (n=1619). As this paper 
focuses on factors influencing Women’s choices, the 
analysis will be done on the women respondents.

The survey

The objective of this paper is to report on exploratory 
research to identify possible factors specifically related 
to females, when selecting a university to study at. The 
paper forms part of a larger research study focusing 
on identifying factors students rely on to finally identify 

their university of choice. University rankings, security, 
quality of academic programmes are generally identified 
as factors influencing prospective students in selecting 
a specific university. An exploratory research study was 
conducted using a convenience sample, to address the 
research question: Which factors influence female’s 
choice of university?
Data were collected from 3126 participants and statistically 
analysed to identify important factors. An interesting aspect 
of the participants is that some of them were post-graduate 
students and were thus able to give two perspectives on 
factors which influenced their undergraduate choices and 
what influenced their post-graduate choices. 

The survey consisted of a total of 40 closed-ended and 
open-ended questions divided amongst four main sectors: 
demographics, parents and family, sources of information 
and factors of significance. In section four, factors of 
significance, respondents were asked to rate 37 items 
on a 5 point Likert scale on level of importance.  The 
survey compared responses of male and female students 
to determine whether the importance of these factors 
differ by gender. Researchers have conducted numerous 
studies on the factors that influence a student’s choice 
(Geyfman, Force & Davis, 2015). The collective findings of 
these studies suggest that the factors that influence major 
choice differ depending on the group being examined with 
Geyfman. et al. (2015) focusing on why women study 
business. None of these studies focus on factors that 
influence women’s choice of university.

RESEARCH FINDINGS

In this exploratory research study, 3126 fully completed 
responses were analysed. The biographical information 
from the overall survey (Table 1) is as follows:
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TABLE 1: BIOGRAPHICAL INFORMATION

Gender MALE FEMALE

48% (n=1507) 52% (n=1619)

Born in Port Elizabeth Yes No

25% (n=783) 75% (n=2343)

Studies Completing studies Completed studies

47% (n=1469) 53% (n=1657)

Citizenship RSA Citizens Non RSA residents

94% (n=2934) 6% (n=190)

Age 18-21 22-25 26-30 31-40 41-50 51-60 61+
12%

(n=365)
20%

(n=633)
24%

(n=745)
31%

(n=967)
10%

(n=306)
89.3%
(n=89)

1%
(n=21)

Language Afrikaans English Xhosa Zulu Other

17% (n=517) 30% (n=947) 38% (n=1177) 4% (n=114) 12% (n=371)

Employment Full-time Part-time Self-employed Unemployed Retired

70% (n=2173) 6% (n=189) 3% (n=84) 21% (n=663) 1% (n=16)

 

FIGURE 1: FEMALE AGE DISTRIBUTION                                                       FIGURE 2: FEMALE ETHNICITY
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The responses (n=1619, 52%) received from Females, 
92% (n=1495) indicated their age (Figure 1). 11% (n=163) 
were between 18-21 years old, the majority were in the age 
groups 22-25 years (n=204, 20%), 26-30 years (n=380, 

25%) and 31-40 years (n=472, 32%). The ethnicity of the 
majority of Female respondents (Figure 2) were Black 
(60%, n=893), followed by White Females (23%, n=340), 
Coloured (15%, 213) and Indians (2%, n=38). 

Figure 3: Country of Origin                                                            Figure 4: Completed studies vs studying

94% of the Female respondents are Republic of South 
Africa citizens and 6% (n=87) foreigners. 47% (n=698) 
are presently completing their studies and 53% (n=796) 
have completed their studies. 24% (n=364) of the Female 
respondents were born in Port Elizabeth. 71% (n=1054) 
are full-time employed and 16% (n=246) presently 
unemployed and 6% (n=88) part-time employed. The 
Females were employed in the following sectors: 
Manufacturing (15%, n=217), Government (24%, n=352), 

Retail (5%, n=79), Service industry (12%, n=180) and 
the majority indicated the “Other” sector (30%, n=454).   

The highest level of formal education achieved by the 
parents of the Female respondents are indicated in Table 
2. Approximately 50% of their parents obtained a matric or 
less than a matric qualification. 22% of the respondents 
had parents who obtained a degree or post-graduate 
degree. 

TABLE 2: LEVEL OF EDUCATION OF PARENTS.

Level of Education Father Mother
Less than Matric 26% (n=383) 27% (n=402)

Graduated from high school (Matric) 22% (n=327) 23% (n=348)

Apprenticeship training (Certificate) 11% (n=171) 8% (n=124)

Diploma 16% (n=235) 17% (n=253)

Bachelor’s degree         12% (n=188) 11% (n=167)

Postgraduate degree                     10% (n=148) 11% (n=155)

Other 3% (n=43) 3% (n=46)
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TABLE 3: RESPONSES FROM FEMALES, MALES AND THE TOTAL GROUP

Statement (Factor) 
Females (n=1619) Males (n=1517) Group (n=3126)

Mean Std.Dev. Mean Std. Dev Mean Std. Dev. 

Closeness to home 3 1.5 3 1.5 3 1.5

I can live at home 3 1.6 3 1.6 3 1.6

Possibility of studying away from home 3 1.4 3 1.4 3 1.4

Family tradition 2 1.2 2 1.2 2 1.2

Relatives/parents wanted me to enrol here 2 1.4 2 1.3 2 1.4

Friends attending here 2 1.3 2 1.3 2 1.3

Recommendation of current students 3 1.4 3 1.3 3 1.4

Close to job 2 1.5 2 1.5 2 1.5

Location of campuses (climate, location) 3 1.4 3 1.4 3 1.4

Availability of public transportation 3 1.5 3 1.4 3 1.5

Size of university (and student population) 3 1.4 3 1.3 3 1.3

Campus social life (recreational options) 2 1.3 3 1.3 3 1.3

University spirit/culture 3 1.3 3 1.3 3 1.3

Athletic opportunities 2 1.3 2 1.3 2 1.3

Campus security 3 1.5 3 1.4 3 1.4

Accessible facilities (computer, library, academic assistance) 4 1.4 4 1.4 4 1.4

University’s level of technology 4 1.3 4 1.3 4 1.3

Availability of accommodation (on- and off-campus) 3 1.6 3 1.5 3 1.5

Cost of living 3 1.4 3 1.4 3 1.4

Tuition fees 4 1.3 4 1.3 4 1.3

Scholarships/bursaries available 4 1.4 3 1.4 3 1.4

Quality of academic programmes 4 1.1 4 1.1 4 1.1

Variety of academic programmes offered 4 1.1 4 1.2 4 1.2

Specific career-related programmes 4 1.2 4 1.2 4 1.2

Class size 3 1.2 3 1.3 3 1.3

Alumni Network 3 1.3 3 1.3 3 1.3

Reputation of faculty 4 1.3 4 1.3 4 1.3

Level of research activity 3 1.3 3 1.3 4 1.3

Frequent contact with faculty 3 1.3 3 1.3 3 1.3

Centres of Excellence 3 1.3 3 1.3 3 1.3

Job placement rate 4 1.3 3 1.4 4 1.4

University reputation/ranking 4 1.4 4 1.3 4 1.3

Size of city 3 1.3 3 1.3 3 1.3

City facilities and activities 3 1.3 3 1.3 3 1.3

Opportunity for international work/study abroad 3 1.4 3 1.4 3 1.4

Ease of obtaining visas (for international students) 2 1.4 2 1.4 2 1.4

Opportunities to experience the culture of the country 3 1.4 2 1.3 3 1.4
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The statistical results of this study indicated no significant 
differences in the results between Males and Females. 
The results in Table 3 indicate (highlighted in Green) that 
use of modern technologies, accessible facilities, tuition 

fees, quality and variety of academic programmes, career 
related programmes and university reputation/rankings 
and reputation of faculty were deemed important. 

Table 4: Factors of importance for Females

Variable Mean Median Stdev. % of high importance

Quality of academic programmes 4.14 5 1.13 50.90%

Variety of academic programmes offered 4.00 4 1.15 43.14%

Females specifically ranked the quality and the variety of 
academic programmes as important factors (Table 4) and 
Females in the age groups above 22 years of age placed 
less emphasis on Campus social life. The availability of 
scholarships and bursaries, job placement rates were also 
important factors for Females. 

CONCLUSIONS, MANAGERIAL 
IMPLICATIONS AND FUTURE RESEARCH

The starting point for increasing females’ enrolments in 
tertiary institutions is at school level. Girls must enrol in 
school and complete secondary level in order to qualify for 
university. In developing countries, universities should focus 
on this potential market. The high level of unemployment 
of tertiary institutions’ graduates is a disincentive. Course 
recommendations and linkages with industry for graduate 
placement as well as offering programmes that equip 
graduates with the knowledge and skills that are perceived 
to be relevant to their countries’ human resource needs. 

As in any market, although male and female customers 
make decisions differently, the desirable products remain 
the same. Quality programmes and levels of tuition are 
sought after by both genders, however women specifically 
reach purchasing decisions differently (Baretta, 2003). 
The majority of tertiary institutions in Africa do not have 
any interventions to increase female students’ enrolments 
(Bunyi, 2003; Bennet, 2002) which offers an opportunity for 

any institution who wants to develop their customer base by 
focusing on women who are the majority of the population.

Managerial Implications

University management should investigate specific 
strategies to increase women’s enrolments in tertiary 
institutions. University management should specifically note 
that the issue of security has become a prominent factor for 
females when choosing a University. Wiese et al. (2010) 
indicated in their South African study that the existence of a 
safe and secure campus environment is an important factor 
for females with the advice that given the high crime rate in 
South Africa, it is important that institutions ensure a safe 
and secure learning environment.

The statistical results of this study indicated no significant 
differences in the results between Males and Females. 
However, university marketers need to acknowledge that 
although the majority of the factors are of equal importance 
to male and female students, the approach to recruiting 
them should possibly differ.

Limitations of the Study

The results presented in this paper was exploratory findings 
and more detailed exploratory factor analysis is required to 
determine the factors that influence university of choice. The 
convenience sample obtained needs to be further extended 
in order to provide a more representative sample. 
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FUTURE RESEARCH

The exploratory research findings relating to Females 
presented in this paper requires further detailed analysis 
and forms part of a larger study in determining the factors 
that influence prospective student’s choice of university. A 
more detailed questionnaire is presently being compiled to 
gather data to evaluate a proposed model that identified 
factors influencing national and international student’s 
university of choice. 
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ABSTRACT:

This paper reports on the implementation and student 
retention intervention measures within the Faculty of 
Economics and Finance between 2004 and 2016. 

A total number of 217 participants took part for this study.  
A self-administered questionnaire was distributed to 300 
year two accounting students, and 191 responded. In a 
second step, a random sampling method was applied to 
find out whether the implementation of student retention 
was successfully implemented at Tshwane University 
of Technology (TUT), accounting department.  Of 15 
accounting students, 10 of which agreed to be interviewed. 
Furthermore, semi structured interviews were held with: 
drop-out students (10), Lecturers (10), Student Development 
Practitioners (2), Residential managers (2) and, Finance 
staff (2) which made 26 interviewed participants.

TOONA, M.L
Tshwane University of Technology, Accounting Department

Ga-Rankuwa Campus, South Africa

Private Bag X 680, Pretoria, 0001
toonaml@tut.ac.za / mampuele@gmail.com

IMPLEMENTATION OF STUDENT RETENTION MEASURES 
WITHIN THE ACCOUNTING DEPARTMENT AT TSHWANE 

UNIVERSITY OF TECHNOLOGY

The findings suggested that the current student retention 
mechanisms at TUT are not well integrated and 
implemented, thus leading to students to drop-out on their 
studies.

The results of the study suggest that there is room for 
improvement through adopting a model that includes: 5Ps 
(profile, progress, process, promise, and preparedness).  
The study used both empirical and conceptual framework, 
proposing the student retention framework at TUT. This 
should be synchronised in assisting Higher Education 
Institutions (HEI) in determining the factors that can assist 
in fulfilling their commitment to provide support, aligning 
the programmes to the HEQF. 

Keywords: Student retention, intervention, attainment, 
progression, success rate, drop-out. 
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INTRODUCTION

This paper looks at the implementation of student retention 
measures to address the high dropout rate for accounting 
students at TUT.  The 2004-2006, level two accounting 
students participated in this study, including staff members 
from student support and lecturers.  The first part of this study 
analyses the literature review relating to student retention 
and factors causing student dropout.  It also identifies 
current gaps leading to the study problem.  The second 
part covers the empirical studies by various theorists on 
student retention.  The study ends by recommending and 
proposing a framework for student retention and success 
rate improvement.

The education sector in South Africa has been given priority 
since the end of apartheid and the beginning of a democratic 
government.  New plans and policies were therefore put 
into place to improve the education sector.  Despite these 
attempts at addressing the challenges regarding students’ 
high drop-out rate within higher learning institutions, the 
progress made is still not addressing the root of the problem.  
This is despite all interventions made; integration of all 
education systems, and the introduction of Outcome Based 
Education (OBE) and CAPS syllabus.  Student retention is 
a matter that requires urgent attention within HEI as it affect 
all courses, including Accounting students (Butt & Kennedy, 
2012:4, Mὒller, Prinsloo & du Plessis, 2007:20).

Despite all these interventions, about half of the country’s 
undergraduate students do not finish their studies due to 
dropping-out, or course changes (Letseka et al, 2010:3, 70, 
Engelbrecht, Harding & Potgieter, 20142014:292).  Other 
students take longer to graduate due to adapting from 
schools into higher learning institution as the two systems 
are disintegrated, and their socio-economic state.  Student 
retention remains a challenge as around 27% to 70% students 
drop out during their first year of study (Engelbrecht, Harding, 
& Potgieter, 2014:292, 295).  This study was conducted 
between 2008 and 2009 at the University of Pretoria.  

Rossouw (2001:1) reported that the South African Department 
of Education spends about R1 735 million a year on the 25% 
of students, who are mostly black from predominantly black 
institutions who do not finish their studies and drop-out.  

These drop-outs imposes serious constraints on the national 
plans and policies aimed at building the country’s human 
capital (Sibanda, 2004:14).

A study conducted by Petersen, Louw & Dumont in (2009:103), 
aimed on predicting the academic performance revealed 
that the financially needy students’ personal attributes, their 
ability to deal with various internal and external demands, 
and their interaction with the provided resources by the 
institution are mediated by their adaptation to the university in 
academic performance.  Amongst the predictors, adjustment 
and academic workload were the main factors impacting  
on the student’s academic performance, followed by 
the other predictors.  Sommer and Dumont (2011:387),  
also confirm that the students’ adjustment to the perceived 
stress, self-esteem, academic overload, academic 
motivation, and help-seeking leads towards a good academic 
performance, confirming the initial findings.

The faculty of Economics and Finance at TUT has a 
generic course; National Higher Certificate: Accountancy 
(NHC: Accountancy), which serves as an entry level 
course for most of the faculty courses, namely: Accounting, 
Auditing, Managerial Accounting and Finance, and Public 
Finance Sector.  The articulation gap from the secondary 
to tertiary education is therefore required to be provided to 
those students transiting into the university with a strong, 
accessible, and friendly support system in ensuring that they 
are all accommodated (Council on Higher Education, 2013, 
Pitkethly & Prosser, 2001,  Krause, 2001, 2013:2).   Currently, 
all first year students are required to undergo brain profiling 
assessment in order to identify risks and to address them as 
early as possible through Student Development Support. 

PROBLEM INVESTIGATED

The ongoing retention challenge and the increase in 
universities drop-out rates calls for urgent interventions.  
Although various theorists research on student retention, the 
high dropout number still continues (Swail, 2014; Kalsbeek, 
2013; Mὒller & Prinsloo, 2007; Sekhukhune, 2008).  A shift 
from primary education to higher learning set-up requires a lot 
of adaptation due to their differences.  The students struggle 
to cope with the tertiary workload on top of other factors and 
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therefore fail or drop-out.  According to the TUT strategic 
plan document, (2008-2012:10), goal 5 aims at empowering 
students through quality support services from recruitment 
to graduation.  However, this goal is still not yet achieved as 
current reports still indicate a continuing drop-out rate.

The student retention literature review and the university 
reports also point out that some students who enrolled for 
Accounting fail or drop-out during their second year of 
study.  This paper therefore identified and examined some 
key factors contributing to this high drop-out rate at TUT 
between the years 2004 till 2006 and to recommend some 
appropriate interventions in addressing the challenges. The 
success rate was also looked into between 2012 and 2015 
and recommending interventions through proposing a model, 
specifically designed for the institution under study. 

RESEARCH OBJECTIVES

The primary objective of this paper was to identify the 
student retention intervention measures applied to 
improve success rates of the Accounting students at TUT 
and to establish why there is a high failure rate and drop-
out of second year accounting students at TUT.  This is 
followed by the development of a conceptual framework 
for administrators and managers in ensuring an effective 
and efficient quality education and student retention.  

The secondary objective of this paper was to suggest 
the appropriate interventions to address the drop-out 
problems, while improving the success rate and retaining 
registered students.  The reports indicated that there was 
a decline in the succeed rate between 2012 and 2016 
(TUT, HEDA).

LITERATURE REVIEW

Introduction

Despite all these interventions, about half of the country’s 
undergraduate students do not finish their studies due 
to dropping-out or change courses due to their socio-
economic status, intervention programs and services that 

are not well planned and identified on time (Macfarlane, 
2006, Engelbrecht,  Harding, & Potgieter, 2014:292, 
Frankola, 2001, Khuong, 2014).  Other students take 
long to graduate due to the transition from  schools into 
higher learning institution require relevant mind-set and 
flexibility as these two systems are disintegrated.  Reason, 
(2009:660) further state that the higher students ‘retention 
is mostly presented as the universities’ quality assurance 
goals.  

According to the Sheffield Hallam University student 
retention success policy, (2011:7), reasons for student 
withdrawals are complex and uneasy to identify.  
Student retention remains a challenge as around 27% 
to 70% students drop out during their first year of study 
(Engelbrecht, Harding, & Potgieter, 2014:292, 295).  
Sibanda (2004:14), reported that the high drop-out rates, 
which mainly affects blacks due to their socio-economic 
status, imposes serious constraints on the national plans 
and the country’s human capital policies (Araque et al, 
(2009:288).   

A study conducted by Petersen, Louw & Dumont in 
(2009:103), aimed at predicting the academic performance 
revealed that the financially needy students’ personal 
attributes, their ability to deal with various internal and 
external demands, and their interaction with the provided 
resources by the institution are mediated by their adaptation 
to the university in academic performance.  Amongst the 
predictors, adjustment and academic workload were 
the main factors impacting on the student’s academic 
performance, followed by the other predictors.  Sommer 
and Dumont (2011:387), also confirm that the student’s 
adjustment to the perceived stress, self-esteem, academic 
overload, academic motivation, and help-seeking leads 
towards a good academic performance, replicating the 
initial findings.

The purpose of the literature review is to prove that the 
identified gap in student support requires intervention 
measures to address the challenges.  The key performance 
indicator for higher education in ensuring quality education 
is through student retention (Crosling, Heagney, & Thomas, 
2009: 9).  The study seeks to address the drop-out and 
high failure rates for the Accounting students at TUT and 
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recommending on relevant interventions to address the 
identified problems.  The previous studies listed language 
barrier as another major cause for drop-out and high 
failure rate within higher education (Sekhukhune, 2008:56, 
Pocock, 2012:66, CHE, 2013: 96).  

THEORETICAL

According to Sinclair, (2007:39), Leshem & Trafford, 
(2007), some researchers confuse the theoretical and 
conceptual terms.  Maxwell, (2005:39-72) describes 
conceptual framework as the integration of various 
outputs which were not known by the researcher prior the 
investigation, aimed at achieving the research objectives; 
while the theoretical framework is tested on theories and 
models.

The conceptual framework is a guide for the intended 
journey in the unknown place, developed until it reflects 
the true place.  This includes previous experiences from 
previous researchers or preliminary studies by researchers 
in the similar topic, various theories, beliefs, and prior 
research findings, inputs, and expectations in ensuring 
that the research objectives are achieved.  

Student Retention

The conceptual framework for student retention is listed by 
Swail, 1995 as: 

• recruitment, which includes student  
identification, admission and orientation  
(Institutional), 

• financial aid as bursaries, grants, loans,  
financial counselling and scholarships  
(Institutional, 

• academic services as student advising,  
bridging programmes (Institutional), 

• mentorship and tutoring, and research  
opportunities; social services as programme  
review and revision (Social cognitive),  
and,

• course content and assessment strategies 
(Institutional).  

The student monitoring system forms part of the student 
retention strategies (Swail, 1995:13). Most institution 
give preference and more attention to curriculum 
and instruction and student monitoring system on 
and ongoing basis neglecting the other components: 
recruitment & admission, financial aid, student services, 
and academic services.  This leads to more problems as 
all components are important and should be regarded 
as the institution main pillars as they all link to student 
retention Swail, (1995:20, 268; Kalsbeek, 2013a:2-10; 
2013b:6).
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FIGURE 1: SOURCE: (SWAIL, 1995:20, 182, 268, REASON, 2009, KALSBEEK, 2013)

From this paper’s theoretical framework, the following topics 
are covered: drop-out, success rate, student retention, 
of which according to Kalsbeek, (2013a:6, 2013b, 2-10), 
the student retention framework strategy should include 
the 5Ps; Profile, progress, process, promise and student 
preparedness (Arquero, Byrne, Flood, & Gonzalez, 
2009); and other interventions by various theorists. The 
institutional, social and cognitive factors are summaries 
of attributes that retain students to the institution (Swail 
1995:13).

Drop-Out

Students drop-out is defined as the discontinuation or 
inability of students to complete the registered course (De 
Hart & Venter, 2013:67).  De Hart and Venter (2013:66), 
reported that South Africa has highest drop-out rate as 
compared to other countries, which is partially contributed 
by the apartheid legacies; demographic variables.  
Pocock, 2012 used the terms; leaving rate, drop-out rate 
and student departure interchangeably.  Breier, (2010:53), 
and Pocock, (2012:60), further argue that most students 
stop-out instead of dropout.  This means that they put their 
studies on hold for some time, and later continue with their 
course.  

Although the findings from the TUT faculty’s reports on 
the drop-out rates indicate that the second year level 
accounting students were the highest with 23%, the 
InfoDev (2010:2) added that these drop-out problem is not 
only a TUT problem but is the international as well. 
 
Furthermore at the secondary level in India, the registration 
was at 53% and the drop-out rate at 60% for the same 
period.  Equity and regional parity were amongst the 
factors leading to those drop-out.  Pocock, (2012:66), in 
his study on leaving rates and reasons for leaving in an 
Engineering faculty in South Africa, UKZN, reported that 
about 39% students left without any reason, 26% had 
difficulty in dealing with the workload, 15% reported that 
lecturers did not care and unsupportive, 13% left due 
to financial reasons, and 7% could not understand the 
lecturer’s accent.  

Students’ drop-out rates is mostly linked to academic 
development and performance in that through increasing 
and maintaining academic performance rates of students, 
then the drop-out rates will decrease.  The variables for 
students’ drop-out are; students ‘success rates, average 
marks, and their overall academic performance (Araque, 
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Roldàn, & Salguero, 2009:569).  According to Frankola, 
(2001), Engelbrecht, Harding, & Potgieter, (2014),  the 
Corporate e-learners reported their top reasons for 
dropping out on corporate e-learners as; Insufficient or 
irrelevant course content, insufficient motivation, not 
enough time allocated for the course, inexperienced 
teachers, ICT problems, and, managerial incapacity.  
Financial reasons was listed as the main reason for 
students to drop-out in most research, while Reason, 
(2009:663) added sociodemographic as important 
characteristic for in measuring the student retention and 
persistence rates.  

In his study at UKZN, Faculty of Engineering, Pocock 
found that about 230 students owed the institution more 
than R1000.00 between 2008 and 2009.  Furthermore, 
he stated that the most affected students are African as 
compared to other races.  In addition to financial reasons 
(13%), about 39% respondents did not indicate their 
reasons for dropping out, while 26% listed workload 
difficulty and 15% listed not understanding the lecturer 
during class (Pocock, 2012:6-8, Thomas, 2009:12).  
According to Fox et al, (2010:147), the teachers play an 
integral part in assisting learners with learning through 
offering individual student with self-examination by 
providing relevant tools and opportunities for reflection.  
Therefore, there are various reasons for student to drop-
out and also retention (Tillman, 2002, Sarkar, 1993).

Success Rates

In ensuring the success rates, Mὒller, Prinsloo and 
Du Plessis, (2007:25), list the following variables as 
important; students’ home language, gender, age, race, 
socio-economic status, student time management, prior 
subject content knowledge, and motivation. The criteria 
used for evaluation of undergraduate programmes 

at universities are; student personal growth, student 
employability after graduating, student success rate, 
the quality of graduates, quality learning objectives 
and progression and articulation across universities 
programmes (Engelbrecht, Harding, & Potgieter, 
2014:289-290). This shows that the education system 
is complex and ensuring quality requires a number of 
variables and more interventions as the current gap of 
drop-outs continues to expand.  

These interventions, however, are still not achieved due 
to the current TUT HEDA reports.  Although the TUT 
strategic Planning document (2014 – 2019:16) applauses 
the HEDA as a reliable real time data analyser, there is 
no information regarding the success rate from 2004 to 
2011.  The following table summarises the Department of 
Accounting success rate between 2012 and 2016 as the 
prior reports are unavailable from the HEDA. 

Year Percentage

2012 65.8

2013 67

2014 63.2

2015 62.9

Source: TUT, HEDA retrieved on 21 June 2016

The insufficient information from HEDA shows that the 
MIS poses a challenge and that interventions should be 
put in place to address this gap.  From the above table, in 
2014 there was a decline on the pass rate with 63.2% and 
62.9% in 2015.  This report calls for the urgent intervention 
before it escalates further.  The following table summarises 
the various interventions by different authors
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Student retention interventions by various theorists

Author Year Recommended interventions
Kalsbeek; Kalsbeek & Cortes 2013 Profile, progress, process, promise, and preparedness.
Pocock 2012 Peer mentorship, curriculum support unit, monitoring and engagement, and 

educator’s coordination.
Fox et al 2010 Facilitating learning and active learning in higher education
Cosling, Heagney & Thomas 2009 Authentic curriculum development, orientation and induction, student-

centred action learning, study skills integration, and constructive 
assessment

Sekhukhune 2008 Language proficiency, innovative teaching & learning styles improvement, 
advisory committee, career orientation, in-service training, tutorial 
programmes introduction, mentorship & peer support, staff qualification 
improvement, financial support, availing infrastructure, and integrated 
student life support programmes.

Berge & Huang 2004 Institutional Management, Course content and instruction coordination, and 
Academic and social support.

Durkin & Main 2002 Study skills development program.
Krause 2001 Student physical orientation and social interaction.
Pitkethly & Prosser 2001 Teaching and learning techniques.
Swail Recruitment & admissions, academic services, financial aid, curriculum & 

instruction, and student services.
Saunders 1992 Student centred support program.

Source: own compilation - Summary of recommended interventions

From the above compiled table, Swail, 2013 captured 
all other interventions as they fall under Kalsbeek’s 4P 
student retention framework; recruitment and admission, 
academic services, financial aid, curriculum & instruction, 
and student services.  In addition, Byrne & Flood, 2009 
added student preparedness as the fifth variable, making 
it 5Ps student retention framework.

(a) EMPIRICAL

Introduction and background:

Mouton, (2012:148) describes empirical studies as studies 
that involves primary data and usually qualitative in 
nature, aimed on providing the thorough study.  This paper 
includes both empirical, (primary data) and theoretical 
data (Secondary data).  According to Hox and Boetjie, 
(2005:594), the experiment is the primary data collection 
allowing the researcher to manipulate the setting and 
research participants. The following table is the information 
of students who enrolled for NHC: Accountancy between 
2004 and 2007 and the progress rates within the same 
period:
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Year Qualification No. of  enrolments No. passed No. failed Qualifications awarded
2004 NHC : Accountacy 364 261 103 0
2005 NHC: Accountancy 261 101 160 0
2006 10 10 0 NHC: Accountancy

2007 10 10 0 ND: Accounting

Source: Strategic Management Support (2008:1)

The above table reflects that there was a high failure 
rate during the second year in 2005 as compared to the 
other levels of study.  The reason why this study focused 
on the second year students was to ensure the findings’ 

reliability as all faculty students had to register for this 
generic course; NHC: Accountancy.  According to the 
2004 faculty’s report, the drop-out rates were as follows:

Year level Drop-out percentage
Second year 23%

3rd year 20%
4th year 16%

Source: TUT Management Information System (MIS) (2004).

The above table reflects a high drop-out rate during the 
second year level at TUT, so, this paper seeks to establish 
factors leading to this high drop-out rate and the challenges 
faced by students and lecturers.  The merger between 

three Technikons (Technikon Northern Gauteng (TNG), 
Technikon North West (TNW), and Technikon Pretoria 
(TP) took place in 2004.  The following table reflects the 
drop-out rate at three (3) merged institutions:

Institution 1st time  under-
graduate in 2000

Drop-out percentage 
by 2004

Graduated in 2004 – 
Percentage

Non completion by 
2004 in percentage

Technikon 
Northern  
Gauteng

2 958 49% 38 13%

Technikon  
North West

1 484 58% 28 13%

Technikon  
Pretoria

10 209 62% 25 13%

TOTAL 14 651 163 91 39%
AVERAGE 99.6% 56/3% 39/3% 13%

Source: Sekhukhune, (2008:37) adapted from Macfarlane, (2006:6)
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The above table indicates that the drop-out rates for the 
merged institutions before merger was high at TP, which 
could be justified to the total number of enrolments; 
(10 209) but all campuses non-completion rates in 2004 
were at 13% across all campuses.

TUT’s faculty of Economics and Finance has a generic 
course, the National Higher Certificate: Accountancy (NHC: 
Accountancy), which serves as an entry level course for 
most of the faculty courses, namely: Accounting, Auditing, 
Managerial Accounting and Finance, and Public Finance 
Sector.

RESEARCH METHODOLOGY

The research methodology for this study is twofold: 
theoretical and empirical (quantitative and qualitative), in 
a form of literature review, questionnaires, and telephonic 
interviews.  The study used a mixed research methods 
as it is also supported by various scholars due to the 

epistemological and ontological issues, and unfolding 
hidden issues (Brannen, 2005:175-176, Bazeley, 2007:2).   

In total, two hundred and seventeen (N=217) 
members participated in this study.   Of 300 distributed 
questionnaires, 191 level two Accounting students were 
used for the study for a period of between 2004 and 
2006 including questionnaires, staff interviews, student 
telephonic interview, are covered.  43 items were grouped 
into four constructs; financial, student support, teaching 
& learning styles, and infrastructure.  For telephonic 
interviews, of 15 students, accounting students (10) 
agreed to be interviewed.  Semi interviews were also held 
with staff members from Academic departments (10), 
finance (2), SDS (2), and residences (2).  In addition, 
secondary data was used in a form of MIS, HEDA, ITS, 
and literature review for the proceeding years.  Both 
primary and secondary data were used in identifying the 
current intervention measures challenges encountered in 
improving the retention of Accounting students at TUT, and 
ways to improve the identified gaps. 

Population and Sampling Summary for the study

The following summarises the participants for this study for data collection:

Participants category Participants 
numbers

Level 2 Accounting students – Self-administered questionnaires 191
Drop-out Accounting students – semi-structured telephonic interviews 10
Lecturers – personal interviewed 10
Student Development Practitioners – Personal interviews 2
Student residences – Personal interviews 2
Finance – Personal interviews 2
TOTAL 217
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The level two accounting students were chosen due to 
the high failure rates reports, the drop-out students were 
contacted in identifying their reasons for drop-out, and 
staff members who rendered services to students were 
also contacted.  All respondents agreed to participate 
during the study and were informed about their rights to 
withdraw at any stage.

The pre-designed questionnaire was circulated amongst 
level two Accounting students in identifying the problem 
and making recommendations.  Although there is a 
number of bursaries and loans, the screening for intake still 
disadvantage the needy students due to their matric results.

EMPRICAL AND THEORETICAL FINDINGS

The findings from literature and research indicated that 
most of the student rely on National Student Financial Aid 
Scheme (NSFAS) for study bursaries and loans due to 
their poor backgrounds.  About 25 % of the respondents 
indicated that they suffer financially and therefore require 
support.  Forty percent of the students depend on NFSAS 
for their studies, while eleven percent depend on their 
parents for education fees.  The university offer students 
with brain profiling system, which is a system for detecting 
failure and drop-out, mainly intended to identify such 
risk and to address them as soon as possible. Students 
drop-out is also contributed by inadequate infrastructure, 
language barrier; and, managerial problems.  In addressing 
the findings, the following sections (i) questionnaires, (ii) 
staff interviews answers, (iii) student telephonic interview 
responses, and (iv) interpretations are covered below:

QUESTIONNAIRES

The questionnaire used for this study was designed to 
collect the following secondary data by (Sekhukhune, 
2008): The students’ socio-economic and demographic 
data; career choice; teaching and learning styles; 
communication and orientation; academic support; 
infrastructure, and, subject content.  The study used a 
Linkert scale from 1-5, 1= strongly disagree, 5 = strongly 
agree.

Q1. GENDER

Demographic profile

Gender Percentage

Male 48%

Female 52%

TOTAL 100% (191)

Source: Unless otherwise indicated, the data in all tables and 
questionnaires in this paper are derived from Sekhukhune, 2008.  

According to the research, more females participated  
in the study; 52%, which is 2% more than male  
students and all of them doing their second year in 
accounting.

Who assisted you in choosing the Accounting 
programme as a choice of study?

In answering a question about who assisted participants in 
choosing Accounting programme the students responded 
as follows:

Most of the participants; 75% made their own choice to 
study accounting, 13% were advised by parents to enrol 
for accounting, 8% participants were assisted by TUT 
student assistants, and 3% participants were assisted 
by friends.  It could therefore be concluded that most of 
accounting students make their own study choice. 

How do you rate the residential 
accommodation?

Most of the TUT students come from rural areas, 
and therefore automatically require residential 
accommodation upon registering at the university.  The 
greater percentage of students (81%) reported that 
the residential accommodations are not conductive for 
studying, while fourteen percent (14%) said that the 
accommodation was satisfactory.  About 5% responded 
that the environment was neutral.  
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How well were you orientated towards your 
accounting field?

The responses from question six indicate that there is a 
serious problem regarding communication and welcoming 
students within the institution as 81% of responses were 
not orientated and welcomed within the department of 
Accounting.  

How do you rate the presentation of the lesson 
in your second year accounting class?

Regarding the question on the presentation of the second 
year classes, about 47% students indicated that they 
were not happy about the teaching styles, and 16% 
respondents indicated neutral.  The responses indicated 
that the lecturers should improve their teaching styles and 
also upgrade their qualifications.

How do you rate the classrooms used for 
accounting lessons?

48% respondents reported that the classrooms were 
not conducive for teaching and learning, while 20% 
responded that classes are neutral, and 32% responded 
that classrooms were conducive to teaching and learning.  

This means that about 48% disagreed that the classrooms 
are not conducive for learning, which requires intervention 
measures.

How do you rate your tests and examinations?

24% responded strongly disagree that scripts were 
returned on time, and that the course content was difficult 
for them to cope.  17% disagreed that feedback was not 
given to students in class and that no remedial actions 
were taken.  26% responded neutral, and 16%agreed that 
lecturers conducted proper teachings, 17% strongly agree 
that lecturers mark and return their scripts on time.    

Academic support

Regarding the academic support provision, 34% 
responded that they strongly disagree that the institutions 
assists their academic performance; 28% disagreed that 
there academic support, while 16% responded neutral, 
12% agreed and 10% strongly agreed that the institution 
provides academic support to students.  Furthermore 
students were asked to list their funding scheme.  About 
40% students were funded by NSFAS, 30% were funded 
by EDU-loan, 10% were financed by their parents, 12% 
were financed by bursaries and 8% financed themselves.

List of factors causing students to drop out at tut during their second year level of studies

Factors Score Percentage
Academic exclusion / poor performance 50 25%
Financial challenges 49 25%
Pregnancy 17 9%
Lack of support from lecturers 12 7%
Offered a job 10 5%
Accounting curriculum too difficult 10 5%
Incompetent lecturing staff 10 5%
Blocked subjects with pre-requisites 9 5%
Wrong choice of course 6 3%
Lack of support from other departments 5 3%
Freedom at tertiary institution 5 3%
Lack of support from families 5 3%
Lack of information about the course 3 2%
TOTAL 191 100%
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Amongst the list the predominant factors were poor 
performance and financial problems. The study found 
out that most students drop out due to funding, and 
therefore rely on NSFAS bursaries and loans.  These 
financial support systems proved to be insufficient due 
to the demand as most of TUT students are from the 
previously disadvantaged backgrounds. It was also 
observed that language barrier contributes towards high 
failure rate as most students could not understand some 
questions including their responses which were vague or 
misunderstood.  

LOANS AND BURSARIES

In addressing the student financial challenges, the TUT 
provide the following additional loans and bursaries 
coordinated by the Directorate of Financial Aid: GIBELA 
Bursary; Glencore Coal SA Tertiary Bursary Programme; 
TETA Bursary and SIPS advert 2014/15; various merit 
bursaries (academic, sport, etc.); Corporate bursaries; 
Government bursaries; Postgraduate bursaries; Loans 
allocated by the National Student Financial Aid Scheme 
(NSFAS); Edu-loan; and, student Group Life Insurance 
Scheme.  There are still students without financial support 
due to the selection criteria for allocating loans and 
bursaries (TUT website, 2016).  

ACCOMODATION AND INFRASTRUCTURE 
V/S AFFORDABILITY 

Accommodation is one of the main groundwork required 
to ensure the quality education and student retention.  
As most of the TUT students are from rural areas, their 
safety and security into the campus depends on how 
they are welcomed and assisted by everyone during 
their first day can positively or negatively impact their 
whole impression about the selected institution (Deloitte, 
2016:121).   According to the TUT - ITS, MIS residential 
report, the Ga-Rankuwa campus has seven students 
residences; namely; Ekhaya Junction, Gaetsho, Legae, 
Skierlik, East, Block A, and Block B residences.  Although 
previous research by Sekhukhune, 2008, recommended 
for more students hostel to be built, the affordability aspect 

was not looked into during her study.  The TUT ITS-MIS 
reports unveiled the hidden challenge; affordability.  The 
reports listed three rooms vacant in Ekhaya, twelve vacant 
residences in Gaetsho, Nine in Legae, Fifteen in East, Four 
vacant residences in Block A and Nine in Block B.  These 
43 empty residences could be an indication that students 
prefer to rent outside campus due to their financial status 
or environmental conduciveness (Sekhukhune, 2008:85).
From the questionnaires, 30% students indicated that they 
strongly disagree that the institution provides sufficient 
facilities while 20% disagreed (Sekhukhune, 2008).  
Staying within the student residential places is costly than 
out of campus residences.  The R1500.00 registration fee 
as compared to R2700.00 for stay-in hostel indicates that 
it is expensive to register while staying in the residences 
(TUT website, 2016).  

(II) PERSONAL INTERVIEWS

Student Development Practitioners

The Student development practitioners were asked about 
factors leading to students to drop-out of the institutions.  
Two (2) staff members participated during this study.  They 
listed that from their reports, some of the students drop out 
due to the following reasons:

• Staying with unsupportive relatives who do not support 
their learning endeavour;

• Suffering from HIV/AIDS and therefore could not 
concentrate as they did not get counselling;

• Committed abortion and developed guilty conscience;

• Raised by single parent (mom) who is not well;  
and physically abused as teenagers and never told 
anyone.

This could be in a form of peer counselling as most students 
will rather trust their peers who had the same experience as 
them.  Most listed reasons are confidential and thus require 
trust amongst students and strong ethics and confidential 
policies for counsellors (Sekhukhune, 2008).
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Lecturers

Ten (10) lecturers were interviewed and five (50%) of 
them blamed students, especially the second year level 
accounting class as not prepared to study.  This finding 
confirms Kalsbeek’s 4Ps, profile, progress, process, and 
promise (2013b:6), which was amended to 5Ps; including 
the student preparedness (Arquero et al, 2009:288, 
Byrne and Flood, 2005, 2007).  Furthermore, they added 
that the challenges faced with as lecturers in conducting 
their classes included time constraints.  In addition, all 
participants said that:

• Some students do not attend lectures when  
there is class test to be written, and,  therefore  
miss a lot on the progress, monitoring and evaluation; 
and,

• Some students come late to class, meaning that most 
of the information was given before they came; and, 
some students decide to stay at home before and 
after school holidays, thus they lose out on what was 
taught.

TELEPHONIC INTERVIEWS

The ten (10) drop-out students were contacted and 
informed about their rights to withdraw during the study 
in finding out their reason for discontinuing their studies 
and identifying interventions measures to address the 
challenges.  In their responses, about twenty percent, 
(two respondents) listed money for survival as their main 
reason to drop-out.  This means that the institution should 
avail more funding for the needy students in a form of third 
stream funding, more loans, bursaries, and relooking into 
the selection criteria of socio-economic instead of focusing 
mainly on academic performance.  

Amongst the ten respondents, the two (20%) further 
explained that they tried other avenues like begging for 
food and this in turn affected them emotionally as they felt 
like burdens.  Others (80%) said they dropped out due to 
poor performance at the university and they realised that 
this course was not for them.  

The respondents, (100%) indicated that the course 
content was difficult for them to cope.  This means that 
re-curriculation and updating the course contents through 
advisory committees should be attended in ensuring that 
the course content is updated according to stakeholders’ 
requirements and standards.  According to Ramdass, 
(2012:206), amongst relevant stakeholders should be; 
SETA, Other higher education institutions, student bodies, 
and professional bodies.

The first aim of the study was to first identify the 
implementation of student retention strategy for accounting 
students at TUT.  The high failure rate and drop-outs 
rates amongst the second year level accounting student 
led to this study.  The study also aimed on establishing 
why there is still a high failure rate and drop out within 
accounting students at TUT.  The conceptual framework 
was developed for this paper to assist the administrators 
and managers in ensuring quality education.

The secondary objective for the study was to establish 
the appropriate interventions to address the identified 
challenges, while improving on quality education and 
success rates and retention.   

The study found that the failure rate is not properly 
addressed through tackling the root of the problem.  
There is room for addressing this problem as the 
institution has already a database and records of all 
students although this information is not integrated 
and not user friendly.  The following section lists the 
research findings:

Advisory board and re-curriculation:

The theoretical and empirical studies for this paper found 
that there is a need for co-operation in course designing 
and re-curriculation as most students indicated that 
the course was difficult (Sekhukhune, 2008:94).  The 
advisory board meetings should ensure that the 
course content is regularly updated through various 
stakeholders’ inputs. The Advisory body should include; 
SETA, Professional bodies, Other Higher Learning 
Institutions, Staff members, and Student participation 
(Ramdass, 2012:206).  
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Staff development and training

Within higher learning institutions, employees play a vital 
role in providing services to students.  These includes the 
cleaners, who maintain their rooms, security personnel, 
who ensure students’ safety, support services, and 
academic departments (Swail, 1995:39).  In order for staff 
to offer quality service delivery, they should be well trained 
and developed.

Financial aid bureau

Most of the TUT students rely upon NFSAS for their 
studies.  However, there are still students without financial 
support due to the selection criteria for allocating loans 
and bursaries and the number of applications.  The 
marginalised students are mostly from rural areas as 
they were rated according to their matric results, which 
is contributed by the previous apartheid legacy as the 
allocation of resources and skills amongst the rural 
teachers and urban schools are not addressed.  The socio-
economic status is not prioritised in the selection process.  
The lack of funding lead to students to drop out as they 
are financially excluded and forced to drop-out (Rossouw, 
2001, Krause, 2001, Kunisiwa, 1988, Pitkethly & Prosser, 
2001).

Tutoring, mentorship and student assistantship

Interventions like academic development classes, extra 
mural activities, mentorship, peer support, scholarship, 
student assistantship, and tutoring systems could address 
the current academic performance.  Currently, TUT offers; 
reading, English proficiency, comprehensive academic 
skills assessment, and risk profiling and assessments to 
its students.  Tutorial classes could also address this high 
failure rate problem (Visser & Van Zyl, 2013).  

Student accommodation and infrastructure

Inadequate infrastructure, unaffordability, and, 
conduciveness to learning at TUT pushes some of the 
students to go outside the campus for renting.  These pushes 
students away from campus where the campus protection 
is limited or non-existing.  The TUT accommodations 

reports, (2016), listed 7 students accommodations and 
that there are currently 43 vacant rooms.  This means that 
the accommodation need to be affordable for the students 
to stay on campus.  In addition to the student residences, 
the classrooms are overcrowded with many students 
attending in the small venue.  These venues are also not 
well equipped with ICT resources to promote teaching 
and learning with technology.  Most lecturers resort to the 
traditional teaching methods, (chalk and board), which is 
not visible for all students (Sekhukhune, 2008).

Student academic support

Discussion groups assists students to be independent 
and to participate during classes.  All activities within the 
institution should be integrated and move towards student 
centred in addressing the challenges related to student 
retention (Swail, 1995:13).  

Language barrier:

Language is another barrier due to most of the TUT’s 
students come from rural areas, their mother tongue is not 
English and they mostly communicate in vernacular.  The 
student and brain profiling system is mainly intended to 
identify such risk and address them urgently.  The language 
skills leading to proficiency are; reading, listening, writing, 
and, speaking.  The empirical study found that there is 
a problem during the orientation and welcoming of new 
accounting students as about 81% responded that they 
were not well oriented and welcomed within the department 
(Sekhukhune, 2008).  

Teaching and Learning instruction:

Both the interviewed lecturers and students blame each 
other for various teaching and learning challenges.  
Lecturers reported that some of the students are not 
prepared to adjust to the higher learning institution, 
therefore, their attitude prohibits them from learning.  
Students reported that some lecturers do not accommodate 
their needs.  The education system is moving towards the 
digital and borderless era, which mean that institutions 
must be globally competitive in integrating ICT into their 
education systems, this includes accounting (Visser & 
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Van Zyl, 2013:330, Jeffrey, 2009: 195, Petersen, Louw & 
Dumont, 2009).  The TUT systems and policies are not 
integrated enough to support teaching and learning and 
retaining students within the institution (Sekhukhune, 
2008:91).

MANAGERIAL APPLICATION

Although the institution has various intervention 
mechanisms in place, the student retention gap still 
exists (Sekhukhune, 2008).  Student retention is a 
global challenge which requires thorough interventions 
as we are moving to borderless and digital era (Visser 
& Van Zyl, 2013:330, Jeffrey, 2009: 195).  There is 
a need for a drastic quality integrated intervention 
measures, specifically designed for the problems at 
hand, instead of benchmarking different contexts.  It 
remains the responsibility of the department in designing 
the curriculum which still attract and retain students 
(Crossling, 2009:12-13).  

Swail, (1995:8-9) lists the following factors as contributors 
to student retention; campus climate, academic 
preparedness, commitment, financial assistance, and 
the integration of social and academic interventions; 
while Kalsbeek, (2013b:6) lists 4Ps student retention 
strategies as; profile, progress, process, promise, later 
amended to 5Ps; preparedness by (Arquero, 2009:288, 
Byrne & Flood, 2005, 2007).  There is a need for adequate 
quality academic, sports and entertainment facilities to 
encourage more students to participate in extra-mural 
activities, conducive environment to encourage students 
to learn, staff development, and quality service delivery 
by every staff member at TUT.  Based on the research 
finding, the following recommendations were made for 
this paper:

Advisory board and re-curriculation:

Based on the theoretical and empirical studies, the 
findings of this paper indicated that there is a need for 
partnerships, including public –private sectors, university 
management, students in coming up with suitable 
solutions regarding the students drop-out at TUT and 

closing the skills gap (Sekhukhune, 2008:94).  There is 
a need to involve other stakeholders through advisory 
board meetings and to ensure that the course content is 
regularly updated through various stakeholders’ inputs. 
There is a need to revisit old curriculum and shift from 
traditional teaching towards participatory teaching and 
learning (Sekhukhune, 2008:91).  The Advisory body 
should include; SETA, Professional bodies, Other Higher 
Learning Institutions, Staff members, and Student 
participation (Ramdass, 2012:206). 

Staff development and training:

The university should practice its mission and vision 
in empowering people and employees.  Thus, the 
management should prioritise this vision statement and 
ensure that every staff is knowledgeable and customer 
oriented.  The best performance award events could 
also assist and motivate employees to excel in their 
roles (Sekhukhune, 2008:92).  Cohesiveness could be 
encouraged through various interventions like team 
building, training, involving staff member in decisions 
making process to promote ownership, support and 
partnership. It is also recommended that lecturers should 
adapt their teaching methods to incorporate technology 
and innovation (Sekhukhune, 2008:90, 92). 

Financial support:

Regarding the lack of students funding, additional 
mechanisms should be introduced through allowing inputs 
from all stakeholders to suggest their innovative fund 
raising efforts and also adopting the in-service training 
(Sekhukhune, 2008:91).  The current bursary / loans, 
student assistantship, and scholarship systems should 
also include the socio economic aspect in supporting the 
less privileged students on their selection criteria.  Student 
assistantship should also support the needy students 
through part time jobs, and more sources of funding and 
third stream income should be generated.  The institution 
should shift from top-down towards a mixed approach one 
whereby everyone has a say within the university.  There 
is a need to focus more on the socio-economic status 
of applicants instead of focusing mainly on academic 
performance. 
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Tutoring and peer mentorship programmes:

The tutorial programmes and mentorship should be a joint 
effort amongst all stakeholders in ensuring that the students 
succeed. The third year level students should volunteer to 
mentor the first and second year level students through 
peer mentorship and tutoring programmes (Visser &   Van 
Zyl, 2013).  Counselling services should accommodate 
all needy students and also maintain their confidentiality 
information due to their various challenges (Sekhukhune, 
2008:92-93).  The institution should invest more in tutoring, 
mentorship, and student assistantship programmes. 

Affordable student residences

The student residences should be affordable and 
conducive towards learning to attract more students to stay 
within the campus (Sekhukhune, 2008:89, 93).  The study, 
through literature review and reports found that there are 
vacant students’ residences, which means that building 
more hostels won’t solve to current problem.  Although the 
benefits of staying within campus outweigh renting out, 
the students will still opt to rent off campus due to their 
economic conditions.  According to the TUT MIS, (2016), 
there are currently forty three vacant students’ residences.   
The Strategic plan document, (2008-2012:10), reported 
that the institution will create a conducive environment 
for students through availing financial support, transport, 
sports and recreation facilities for all students.  However, 
these interventions are not fully implemented as per 
current reports on students staying out of campus. 

Student academic services and support systems:

Student support systems, Student life, and curriculum 
development should be visible, accessible, and 
approachable to accommodate the needy students in 
promoting quality education.  In addition, TUT should be 
more career oriented instead of academically orientated.  
There is a need for the Cooperative education to actively 
connect and place students.  

The in-service training should also form part of the 
course requirements as it incorporates theory to practice 
(Sekhukhune, 2008:91, 94).  Crossling et al (2009:13), 

further argues that there is a need for interactive student 
centred active learning in order to ensure that quality 
learning takes place.  The first year academic performance 
must be emphasised during orientation and advising 
sessions.  The student academic support systems must 
be accessible, available, and approachable to cater for 
all students, including the students who did not do well 
academically due to their socio-economic status.

Language: 

There is a need for an on-going communication between 
the institution and students, including their parents on 
the available resources.  These will update everyone and 
to motivate the students to take advantage of available 
resources while continuing with their studies and updating 
everyone on a regular basis on the progress.  Due to 
high failure rate during the second year level, the study 
recommends for risk profiling and language proficiency 
tests to be conducted to address language challenges.  
The risk profiling should be conducted on an ongoing 
process in ensuring that the hidden risks are identified as 
early as possible and addressed accordingly (Sekhukhune, 
2008:90).   

Teaching & Learning instruction:

The university should adopt the blended learning, 
integrating technology into the innovative teaching and 
learning methods.  These could be in a form of flickers, 
you tubes, videos and using Power points slides during 
classes to enhance teaching and learning.  Table 11 
stated that about 48% of the respondents say that the 
classes and venues are not conducive to teaching and 
learning, which means that there is insufficient teaching 
venues which requires attention.  The classes are 
overcrowded, which disadvantage other students as 
some have to sit on the floor.  There is a need for career 
oriented education, which should focus more on career 
oriented than academically oriented. The following model 
is proposed for this paper based on Kalsbeek’(2013)
s student retention framework, Swail’s (1995) model, 
Arquero et al, 2009, Byrne & Flood, 2005, 2007, research 
findings, and Sheffield Hallam University’s (2011) 
retention policy framework: 
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Proposed student retention framework: 

Figure 2 - Source: own compilation

Model discussion:

The model outlines community engagement as the first 
stage, which entails; pre-entry preparation, students’ 
orientation and transition support, and recruitment of 
potential students from the high schools and other tertiary 
institutions.

The second stage of the model entails the integration of 
ICT into the pedagogy in promoting students’ success.  
During this step, teaching and learning curriculum is 
designed and delivered, various stakeholders participate in 
re-curriculation and defining the curriculum content during 
advisory board meetings, the academic support services 
are also provided during this stage, and, academic skills 
development.

The third stage which is about students’ formal and 
informal extra-curricular activities support and promotion 
of university engagement by all students involves; peer 
networks, mentorship, tutorship and studentship, student 
residences, accommodation for living in or off campus and 
their lecture rooms, provision of spiritual guidance and 
other minor financial support for needy students through 
third stream budget, and recognising and accrediting the 
non-academic student experiences.

The fourth stage focuses on the student performance 
system in managing and coordinating their successes; 
MIS, HEMIS and institutional data management, policy 
development and integration, processes and reporting 
structures, quality management and enhancement, and 
engaging staff members during the whole processes.   The 
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fifth stage is about evaluation of the retention strategy 
and the successes and/or failures; financial bureau, 
institutional and student flexibility.  All this stages falls 
under the student retention framework which consists 
of four main factors, amended to 5Ps student retention 
framework.

CONCLUSION

The comparative points of the importance for management 
of student retention and promotion of success rate was 
explored as rated by HE faculty members and students 
as identified for this study were determined with regard 
to research problem.  Considering all the responses from 
respondents and research findings, gaps that prohibits the 
successful implementation of student retention strategies 
were identified as; unpreparedness for transition from 
the schooling towards the education system, and also 
progression from university towards work environment 
after graduating.  

Although the various literature and sample population 
were different in context and content; a comparison of 
similar findings with Kalsbeek’s 4Ps framework of student 
retention were made, later amended making it the 5Ps 
(preparedness) by Byrne & Flood (2005, 2007), noting 
the variances in environment and socio-economic status.  
Factors leading to high dropout rate also included; 
attainment, flexible learning methodologies, partnerships 
and student engagements, promotion of student 
employability, and transforming TUT’s assessment and 
internalising it with other global universities.  There is a 
need for accessible, reliable, and visible and conducive 
student support services within the Ga-Rankuwa campus, 
as it is less resourced as compared to other campuses: 
Pretoria and Soshanguve, in ensuring that the needy 
students are catered for.  

LIMITATION OF THE STUDY AND FURTHER 
STUDIES RECOMMENDATIONS

The results cannot be generalised to the entire TUT 
and accounting population, as the sample drawn was 

not representative of the population, as the 217 sample 
drawn; (191 + 10 Accounting students); (Questionnaires 
and interviews), (2 Student Development Support, 
10 lecturers, 2 Hostel and 2 Finance staff) was not 
representative of the entire population. It is therefore 
recommended that the study be conducted on a much 
larger scale across all departments on a representative 
sample to ensure that the research can be generalised.  
In ensuring the validity for this study, additional secondary 
data was incorporated through literature review and 
policies incorporation.
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THE MINING INDUSTRY

ABSTRACT

One of the core concepts of the government’s policy for Adult 
Education and Training (AE&T) must be viewed in conjunction 
with the broader goal of building a just and equitable education 
system that ensures and controls good quality education 
and training to adult learners throughout the country. On an 
individual level, every person, child, youth and adult should 
benefit from educational opportunities and this notion has 
substantial support in literature, as well as the concept that 
all individuals should have access to lifelong education and 
training. Adult Education and Training (AE&T) has the potential 
to provide opportunities to capable workers who lack formal 
education. Therefore, Adult Education and Training (AE&T) 
as well as Occupational Health and Safety (OHS) training 

policies may require renewal in order to facilitate alternative 
and additional training, and educational initiatives, required for 
illiterate underground mine workers.    

As few studies were conducted on Adult education in South 
Africa, this study focusses specifically on unskilled and 
illiterate workers. The findings identify key recommendations 
for an underpinning approach to health and safety training for 
elementary mineworkers. These are realistic planning and 
provision of Adult Education and Training (AE&T) and Health 
and Safety training, ownership, better management of health 
and safety and improved communication. 

Keywords: Adult Education and Training, illiteracy, Occupa-
tional Health and Safety, unskilled and semi- skilled workers.
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INTRODUCTION

Education in the South African context is regarded as an 
essential component of the reconstruction, development 
and transformation process of the country. The purpose of 
the government’s policy for Adult Education and Training 
(AE&T) must be viewed in conjunction with the broader 
goal of building a just and equitable education system that 
ensures and controls good quality education and training 
to adult learners throughout the country. The Bill of Rights 
in the Constitution of the Republic of South Africa (1996) 
emphasises the right of all citizens “to a basic education, 
including adult basic education, and to further education, 
which the state, through reasonable measures, must 
make progressively available and accessible”. The White 
Paper on Education (1995) clarifies that “the right to basic 
education ... applies to all persons, i.e. to all children, 
youth and adults”. Basic education therefore is a legal 
entitlement to which every person has a claim (Policy 
Document on Adult Basic Education and Training, 2003).

Adult Education and Training (AE&T) introduces and 
creates a culture of learning that provides the basis of 
purposeful and intentional learning with the intent of 
acquiring the necessary knowledge and skills that is 
required for social and economic development; thus, 
ensuring that these individuals make a purposeful 
contribution to the social, economic and political arena 
in the country. Adult Education and Training (AE&T) also 
provides access to functional literacy, remedial education, 
and includes in-service, vocational, further and higher 
education and training and employment. Adult Education 
and Training (AE&T) includes both literacy and post-
literacy as the focus is not only on literacy but also on the 
education of adults to ensure they receive the necessary 
training and development for income generation purposes. 
Adult Education and Training (AE&T) and further education 
and training (FET) can be seen as the two components 
of adult education and training (AET) that systematically 
initiate adult learners onto a path of lifelong learning and 
development (Policy Document on Adult Basic Education 
and Training, 2003).

The Department of Education’s national definition of ABET 
in South Africa is: 

“Adult basic education and training is the general 
conceptual foundation towards lifelong learning and 
development, comprising of knowledge, skills and attitudes 
required for social, economic and political participation and 
transformation applicable to a range of contexts. ABET is 
flexible, developmental and targeted at the specific needs 
of particular audiences and, ideally provides access to 
nationally recognised certificates” (Policy Document on 
Adult Basic Education and Training, 2003).

From the above definition of Adult Education and Training 
(AE&T), it is clear that the primary aim of Adult Education 
and Training (AE&T) is a process of voluntary, systematic 
and organised educational interventions which assists and 
equips mature individuals (Sibiya, 2007; WHAT IS ABET, 
2002). 

PROBLEM STATEMENT AND OBJECTIVE 

Few studies have been conducted on Adult Education and 
Training (AE&T) in South Africa Subsequently very little 
literature material exists to form a concise and consistent 
picture of the state of Adult Education and Training (AE&T) 
in the country. In 1991 a study was conducted on the 
provision of Adult Education and Training (AE&T) in the 
industries and mines in South Africa. Van Heerden (1991) 
concluded that not only is literacy in the workplace is a 
priority, but also emphasised the focus of the unions on 
Adult Education and Training (AE&T) and highlighted 
the pressure exerted by unions on employers to provide 
literacy classes.  

The South African mining industry is known for its 
disturbing Occupational Health and Safety (OHS) record. 
The number of fatalities and injuries that occurs as a 
result of fall of ground accidents, transportation related 
accidents, accidents with explosives or in general mining 
accidents has been reduced in recent years but is still 
considered to be too high. Elementary workers (unskilled 
workers), machinery operators and drivers are of specific 
concern and are seen as particular categories of workers 
that are most vulnerable to accidents and diseases and 
who generally have the lowest levels of formal education 
and or training (Tuchten & Nkomo, 2012).  
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The primary objective of this study is to consider, if more 
realistic planning and provision of Adult Education and 
Training (AE&T) is required to add to the understanding 
of the role of Adult Education and Training (AE&T). In 
particular, the objective aims to advocate for additional 
approaches to Adult Education and Training (AE&T) 
as well as the inclusion of Occupational Health and 
Safety (OHS) training as part of the Adult Education and 
Training (AE&T) electives. Peer-reviewed literature on the 
connection between Adult Education and Training (AE&T) 
and Occupational Health and Safety (OHS) in South 
Africa mining is not available, however there are articles 
in the mining press, some of which made untested claims 
(Tuchten & Nkomo, 2012).    

There are currently numerous registered mining 
qualifications and skills programmes on offer in South 
Africa and all of them have to be aligned to the National 
Qualifications Framework (NQF) and pitched at a particular 
NQF level where the NQF level 1 is the lowest level. It is 
estimated that 48.9% of all mineworkers leave school 
before a level equivalent to NQF 1 is obtained. It is also 
estimated that, across the mining industry, 15.4% of all 
mineworkers never attended school at all, 37% did not 
complete primary school and 71% of all employees did 
not complete their schooling. It is estimated that as much 
as 80% of underground mineworkers did not complete 
their schooling at all. With regards to Adult Education and 
Training (AE&T), there seems to be a problem to establish 
exactly what the typical outcomes or effects are that ABET 
has in an industrial context, assuming adequate quality and 
duration of the training provided. The question can be asked 
if Adult Education and Training (AE&T) yields personal and 
organisational benefits. (Tuchten & Nkomo, 2012).

Literature review

The origins and long history of Adult education and training 
can be traced back to the last three hundred years and 
has in the past be influenced mainly by Western ideas, 
philosophies and institutions. Adult education and training 
can also be seen as a social movement that has in the past 
mainly focused on applying the achievements of science 
and technology to the overall well-being of mankind 
(Larney, 2006). 

In terms of the South African perspective, if the extent of the 
international influences would be taken into consideration 
and should it be aligned to current practices, the extent 
thereof has to be measured to establish compliance to 
international standards and practices (Sibiya, 2007). 

The human capital theory is based on the belief that 
schooled and trained people will be eligible for better jobs 
with higher salaries than people with no or little schooling. 
This focus was on the attainment of qualifications. This 
meant that the individuals were now intensely focussed on 
investing in their education, training and development to 
stay competitive.

It can be argued that the specific aim of apartheid and 
the apartheid education system was designed to keep 
Black South Africans in a position of subservience and 
ignorance and that economically, socially, psychologically 
and spiritually the education of Black South Africans was 
controlled by the Apartheid system. This resulted in the 
lack of education for a large portion of the population. It 
subsequently contributed to the great need for Adult Basic 
Education (ABET) in South Africa (McKay, 2007). 

The occurrence of poverty in these Black South African 
communities is visible in the schools within these 
communities. More than half of South Africa’s schools 
have a shortage of classrooms (almost 65 000 classrooms) 
and 2, 3 million learners attend schools with no water or 
water only available within walking distance. As many 
as 6.6 million learners attend schools without toilets. 
Approximately 10% of primary schools and around a third 
of secondary schools have recreational and or sports 
facilities (Steyn, et al., 2011; Ramphele, 2012; Mouton, et 
al., 2012).

Between 1989 and 1994 South Africa was engrossed in 
an episode of moral panic due to a political and social 
threat by young black South Africans. The result of 
broken homes, boycotted schools, violent streets and a 
depressed economy was a lost generation of young South 
Africans living outside of the social structures and lacking 
the necessary values required to maintain a civilised 
society.  In 1999, the lost generation was estimated at a 
number between five million to six million people. Some 
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learned authors believe that the high levels of illiteracy 
also contributed to the lost generation of 1990 – 1994 
(Seeking’s, 1996).  

In 1996 Government statistics showed that 27% of adults 
had no schooling at all and that 41% of the adult population 
had completed some (but not all) primary schooling i.e. 
the first 7 years of schooling (Statistics South Africa, 
1996). The official data shows that by 2002, 54% of the 
population had completed only some (but not all) primary 
education (Presidency 2003). An area of great concern is 
that this group appears to have increased in spite of policy 
changes and the introduction of compulsory education in 
the country. There is also a gender difference in illiteracy in 
that 41% of men and 58% women are currently, considered 
illiterate. Illiteracy rates are higher in rural areas than in 
urban areas. South Africa currently has a literacy rate of 
86% that can be influenced by current migratory rates 
(Statistics South Africa, 1996). 

Prior to 1994, Adult Education and Training (AE&T) 
was offered by a wide range of providers that included 
literacy projects by different religious groupings, 
university students, worker organisations and political 
parties, state night schools as well as training provided 
by different mining companies. Formal technical and 
vocational training was mostly reserved for white children 
and learners. Coloured people had access to Technical 
Colleges and selected schools, while mission schools 
were mostly reserved for Black African students. It can be 
summarised that in the history of adult education, there 
has never been an agreement on both the concepts of 
education and a subsequent shift from the Reconstruction 
and Development Program (RDP) policy to the Growth, 
Employment and Redistribution (GEAR) policy. The latter 
emphasised an approach to focus on meeting the skills 
demand for the economy. After 1994, Adult Education and 
Training (AE&T) was part of nationally driven processes 
that reformed all aspects of the education and training 
systems in the country. The newly formed National 
Qualifications framework (NQF) leads to the convergence 
of adult education and adult training (Larney, 2006).

The NQF is a framework that utilises nationally recognised 
levels in order to facilitate lifelong learning opportunities 

(DoE, 1996). The NQF also facilitates an integrated system 
whereby adult learners can progress from a non–literacy 
status to accessing further and higher education. 

After 1976 the Governments’ adult classes were conducted 
at night schools for adult learners who were considered 
to be at primary level and secondary level. The classes 
were also very academic of nature and strictly time-based, 
in most cases endured for 40 weeks and comprised of 
different courses that depended on the literacy level of 
the adult learner. Existing school buildings were used to 
conduct the classes in and were managed by adult centre 
principals. Some of the teachers employed were teachers 
of the day school and in most cases not trained in the field 
of adult education (Larney, 2006). 

The Human Sciences Research Council’s survey served to 
illustrate and elaborate on the attitude of the Department of 
Education and Training (DET) towards the implementation 
of “training” at night schools: 

“…others have expressed a desire to introduce courses 
with a practical orientation, but the proponents of the 
academic approach claim that this is beyond the scope 
of this section (DET) or is impracticable, and feel it would 
be rejected by a majority of learners.” (Department of 
Education and Training official as cited in French, 1982).
 
According to French (1982) literacy work done by the non-
governmental organisation (NGO) sector could be divided 
into three main groups namely:

1. The non-aligned literacy organisations;

2. The non-aligned training agencies, which mostly 
provided their services to industry; and

3. The non-profit alternative progressive literacy 
organisations that played an important role in 
emancipatory and liberation politics. 

Those people that were involved in adult education 
greeted the 1990’s with optimism. The new democratic 
government focused on and prioritised the development 
of policies with specific emphasis on the policies for the 
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adult education sector where policy development was 
almost non-existent. 1990 was a significant year for 
those individuals, who were denied access to education 
in the past for the following reasons:

• The United Nations declared 1990 as International 
Literacy Year, with the aim of wiping out illiteracy by 
the year 2000; and

• The unbanning of the people’s organisation 
that resulted in the release of Nelson Mandela, 
heralding the end of Apartheid (Larney, 2006). 

With the introduction of GEAR the message that the 
Government was sending out suggested that the social 
objectives of the RDP, although noble, was not enough 
to ensure the faster economic growth that was required 
to provide resources in order to meet the countries’ 
social investment needs. 

The expectations informing the macro-economic 
elements of GEAR were:

• That the current account deficit was a negative 
restriction on sustained economic growth; and

• The lack of and negative low levels of domestic 
savings was a hindrance to increasing the level of 
investments in the country.

The government’s deficit and tax policies can be seen as 
a contributing factor to the low level of savings (Reitzes, 
2009). With the adoption of GEAR, the perception of 
adult education as a means for reconstruction of the 
South African society, moved away from a political and 
revolutionary stance to a social and gradualist position 
with the focus now on economic growth. The change 
in focus that was now set on meeting the needs of 
the economy meant that ABET centres had to adopt 
and change and by doing so implemented a new 
curriculum as well as different teaching approaches 
and methodologies. ABET centres were subjected to 
different quality assurance systems and new subjects 
were introduced, namely Economic and Management 
Science (EMS), Small, Medium and Micro Enterprises 

(SMME), Technology and Tourism, as well as the 
teaching of literacy skills at ABET centres (Larney, 
2006). 

The formulation of the policy was part of a bigger process 
in South Africa, which constructed policy frameworks for 
all aspects of education and training in the new democratic 
South Africa. In the early 1990’s the following important 
initiatives took place that assisted in the conceptualization 
of Adult Education and Training (AE&T):

• The National Education Policy Investigation (NEPI) 
took place under the auspices of the National 
Education Co-ordinating Committee;

• The Congress of South African Trade Union’s 
Participatory Research Project;

• The National Training Strategy Initiative undertaken 
by the National Training Board;

• The conference held by the South African 
committee for Adult Basic Education (SACABE) in 
November 1993;

• The Implementation plan for Education and Training 
developed by the Centre for Education Policy 
development and the African National Congress 
prior to South Africa’s first general election in 1994; 
and

• The ANC’s Education and Training Policy in 1994.

In September 1995 the above-mentioned efforts lead 
to the adoption of a National Adult Basic Education 
and Training Framework: Interim Guidelines as interim 
policy by the Minister of Education, Prof. Sibusiso 
Bengu. It was on this foundation that the Department 
of Education was able to launch its Ithuteng (Ready to 
Learn) campaign in 1996 as the first ever pilot ABET 
programme nation-wide. Two key outcomes were 
delivered through this intervention, namely a common 
vision for Adult Education and Training (AE&T) and 
agreed curriculum goals (Policy Document on Adult 
Basic Education and Training, 2003).
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Brief background on the mining industry

The discovery of diamonds on the banks of the Orange 
River in 1867 heralded the beginning of mining in South 
Africa. By 1886, gold and diamond rushes established 
mining as the backbone of the South African economy. 
The discovery of the world’s largest gold deposits in the 
Witwatersrand, sparked the South African War, or Anglo-
Boer War. During this period the techniques for mining in 
South Africa improved drastically from living canaries for 
gas-detectors to sophisticated ventilation and chemical 
extraction of minerals from low-grade ore. 

Currently, mining in South Africa:

• contributes 20% to the South Africa’s GDP -  50% is 
contributed directly;

• has a total annual income of approximately R550 
billion;

• is one of the country’s major employers, with more than 
one million people in mining-related employment; and

• is the largest contributor by value to black economic 
empowerment in the economy (Mining in South Africa 
/ Projects IQ, 2015).

The South African mining operations differ from small open 
excavations, where mineworkers mainly use hand tools, 
to underground operations that use highly sophisticated 
and mechanized systems which operate at depths of four 
kilometres underground. Both quarries and underground 
operations are regarded as mines and are therefore 
subjected to the same legislation. 

Mine Health and Safety literature makes a strong division 
between hazards and risks. A hazard is described as the 
potential to cause harm. Risk on the other hand can be 
described as the probability of that harm occurring (Aguis, 
2015; Tuchten, 2011).

Mines in South African are progressively getting deeper 
because of declining grades at current mining depths. 
This has resulted in increased costs in labour and 

energy. The cost of affording employees an opportunity 
to become functionally literate and numerate has a 
direct impact on the unit cost of mine production and 
labour as an input cost that has subsequently increased. 
It has become apparent that the mining industry has to 
explore and implement new mining methods that will not 
only result in increased profitability, but also in improved 
safety performance. Mining houses have adopted the 
concept of zero-harm as a safety goal with the aim to 
protect the wellbeing of its workforce and in the same 
time maintain high standards of work place health, safety 
and environmental management. A study conducted by 
Deloitte (2014) identified five significant challenges facing 
the South African mining industry i.e.:  profitability & safety 
performance, attraction & retention of critical skills, capital 
financing, best & most sustainable use of capital and 
conflicting stakeholders. These challenges, were derived 
at through an understanding of the economic, financial 
and operational challenges facing the mining industry 
(Deloitte, 2014; Neser 2014).

The South African Mining Industries safety performance 
has improved the best compared to that of Australia, the 
USA and Canada. These countries are the world’s most 
competitive mining industries and are therefore regarded 
as the international benchmarks. According to the Briggs 
(2014) South Africa’s safety performance has improved 
by 66% through safety drives and initiatives, followed by 
Australia at 64% and the USA at 47%. Canada shows the 
least improvement at 23%. The relationship between South 
Africa, Australia, the USA and Canada can be regarded as 
very competitive and dynamic. 

These countries strive towards zero harm in the mining 
industry which is a continuous challenge for South Africa 
to compete with these countries as benchmarks. For South 
Africa the challenge is to reach the yearly milestones to 
ensure that the gap between the milestones and actual 
achievements will grow exponentially. New and dynamic 
initiative for the period 2003 – 2010 provided South 
African with a great achievement towards meeting mining 
industry milestones. From 2010 onwards until today there 
has been a continuous direct drive towards attaining 
the industry’s milestones. The current situation has not 
worsened, but in the same time it can be argued that is 
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has not increased either. It can be argued that the South 
Africa Mining Industry has reached a tipping point in terms 
of safety performances, but that drastic changes needs to 
be made in order for South Africa to compete with the top 
mining houses in the world (Neser, 2014). 

Underground mine work is very physically demanding and 
therefore attract mainly employees that lack any formal 
education.  According to Tuchten (2011) this provides an 
uncertain platform to facilitate foundational educational 
skills for further training, as foundational learning is 
regarded as the first step to further the education and 
training of mine workers. 

According to the DME (2008):

• 15.4 % of all mineworkers never attended school at 
all; 

• 37% of mineworkers did not complete primary school; 

• 48.9% of all mineworkers left school before a level 
equivalent to NQF 1 (Grade 9 or ABET 4) and 
therefor lack the educational platform for registered 
qualifications and skills programmes in the mining or 
other employment sectors; and 

• 71% of all employees did not complete their 
schooling. Estimated figure for underground workers 
is 80%. 

According to the CEO of the MQA, more than 67% of 
mineworkers are illiterate (Chilwane, 2009; Tuchten, 2011). 
The educational standards used by the Mining Industry to 
estimate the literacy levels of its employees are subjective, 
as some employees forgot what they had learned at school 
while other had advanced their school based learning by 
operating and functioning in literate environments.

Research methodology

The empirical study focused on Adult Education and 
Training (AE&T) Centres in the Mining Industry in 
South Africa. The study attempted to establish whether 
Adult Education and Training (ABET) had an impact on 

Occupational Health and Safety (OHS) and at the same 
time enhanced awareness of OHS in the Mining Industry. 
The typical outcomes of Adult Education and Training 
(AE&T) in the Mining Industry were investigated in an 
attempt to determine if there is a distinction between pre-
ABET and post-ABET employees. This study attempted 
to determine whether a relationship exists between Adult 
Education and Training (AE&T) and Occupational Health 
and Safety (OHS) awareness in the Mining Industry. The 
information obtained from the respondents were measured 
by the use of a quantitative research instrument, namely 
the questionnaire.

The study made use of descriptive statistics due to 
the emphasis on quantitative research procedures. A 
quantitative analysis of results were followed, since data 
was gathered from different respondents. Upon receipt 
of the completed questionnaires the data was prepared 
for statistical analysis. Missing data were recorded as 
zeros in all instances. The use of quantitative variables 
were justified, because data were obtained from different 
respondents and the questionnaire contained fixed 
response categories. The use of fixed response questions 
allows the researcher to obtain large amounts of research 
data in a short space of time and the questions are usually 
quick and easy to answer. Fixed response questions also 
allow the researcher to obtain a relatively large sample 
size, which are representative of the population that the 
researcher can generalize from (McLeod, 2014). 

Questionnaire design

For the purpose of this study, questionnaires were sent out 
to respondents, namely for the Adult learners, Facilitators, 
Training staff, Supervisors, Line managers and Senior 
managers. Variables in each questionnaire were divided 
in three parts. In both of the questionnaires, the first part 
dealt with the personal background which included the 
name of the Adult Education and Training (AE&T) centre 
and location of the centre, gender, age and qualifications. 
The second part touched on the relationship between 
AE&T and Occupational Health and Safety (OHS). The 
third part looked at the impact on AE&T and if it enhanced 
the awareness of OHS in the Mining Industry.  The 
researcher used unstructured or open questions where 
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respondents were encouraged to formulate and express 
responses freely. Open questions were used to obtain 
reasons for particular opinions or attitudes adopted by 
respondents. Open questions were more appropriate than 
closed questions since they impose no restrictions on the 
responses. The information was summarised per table per 
category, namely gender of respondent inclusive of male 
or female, number of respondents and percentages. The 
same applied to all other categories, for example the age 
of the respondent and the ABET centre.

All Operational Units were asked to complete at least 12 
questionnaires and the questionnaires were subsequently 
sent out to 60 potential respondents, representing five 
Mining Operational Units. A total of 57 questionnaires 
representing five Operational units were returned, of which 
57 were used to construct the analyses on.  A response 
rate of 86% was achieved for the questionnaires, with 
14% exclusions contributing to a total of 57 responses. 
A number of non-responses were expected and can be 
attributed to the following reasons:

• demanding workload and responsibilities; 

• absence from work; and

• refusal of respondents to answer questions without 
providing any reasons or explanations (Welman et al., 
2010; Botha, 2012).

Sample population

For the purpose of this study the population was the 
Mining Industry from which a wide selection of Learners, 
Facilitators, and Training staff, Supervisors, Line Managers 
and Senior Management were selected from the five 
Operational Units. A total number of 60 questionnaires 
were sent out and 57 were returned. A dependency with 
respect to the AE&T Centres existed in the data. The 
calculation of a sample size is of great importance as it will 
ensure scientific and statistically significant results (Botha, 
2012).

In order to solicit the opinions obtained regarding the 
impact of ABET on Occupational Health and Safety and 

to determine if it enhances an awareness of OHS in 
the Mining Industry from a wide selection of Learners, 
Facilitators, Training staff, Supervisors, Line Managers 
and Senior Management, the survey method selected 
could be considered the most applicable approach to be 
followed. It can also be considered appropriate to obtain 
information from and about respondents themselves such 
as their age, gender etc. and the impact of ABET on OHS. 
Since the researcher was not able to reach out to the 
entire population she wished to investigate, she limited 
her investigation to a small sample which is representative 
of the population into which research findings were 
generalised. 

It is imperative to mention that the method of selecting a 
sample is very important for the whole research process. 
It was necessary to use a non-probability convenience 
sample from the study population. Due to the demographic 
profile of the sample, it was established during the 
study that the sample was indeed representative of the 
population. 

The results of the demographical profile of the 
respondents  

The majority of respondents who participated in the 
survey were males (74%) compared to the (26%) female 
respondents.  This was not an unexpected outcome as 
the majority of the workforce in the mining industry are still 
predominantly male. It is a predominantly male industry. 
The highest percentage of respondents being between the 
ages of 46 and 55 (41%) and between 36 and 45 (25%). 
The lowest percentages varied from 56-65 (17%) and 18-
25 (2%). The statistic is generally representative of an 
aging workforce in the mining industry that relates to loss 
of skills and knowledge in an ever declining industry. The 
race distribution shows that the majority of respondents 
are black employees (51%) and white employees are 
49%. Although coloureds and Indians were included 
in the survey, no responses were received from those 
specific race groups. With regards to qualifications 49% 
of respondents have Grade 12 or no schooling at all and 
that 39% respondents have at least a Certificate or a 
Diploma. Respondents with a B Degree represents 8% of 
the respondents and 4% have an Honours degree. The 
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majority of the respondents represent the Supervisors 
(57%) that participated in the survey. The second largest 
group is the ABET Facilitators (16%) and ABET Learners 
(10%), while Senior Management represents 2% of the 
total respondents.

Findings and discussions

Statistical analysis

The data that was collected for the purpose of the study 
were analysed using the SPSS software packages 
provided by the NWU Statistical Consultation Services. 
The statistical analysis included frequency analysis and 
descriptive statistics, reliability and internal consistency 
as well as correlations between construct by means of a 
Factor Analysis. 

When it comes to measuring the reliability of the 
questionnaire the most popular technique used is known 
as the Cronbach alpha or coefficient alpha. It is 
important to note that, for items to be considered reliable, a 
value greater than 0.7 should be obtained (Farmer, 2010). 
Another statistical method used was correlation analysis, 
which measures the extent to which changes in one 
variable are related to changes in another, and by so doing 

demonstrating the relation between two or more variables. 
Correlation coefficients can range from -1, presenting a 
perfect negative correlation to +1, representing a perfect 
positive correlation (Levine, et al., 2008; Farmer, 2010).

Descriptive statistics of resultant components

From the descriptive statistics in response to the 
questionnaire (table 1.1) “managing the influence of adult 
basic education and training on Occupational Health and 
Safety in the mining industry” it can be observed that 17 
(50%) from the 34 responses to the statements have a 
response greater than four, thus inferring a predisposition 
towards a strong positive accord with the primary 
statements. Thus, half of the statements scored a mean 
value greater than the neutral response of 3.00, indicating 
an inclination towards positive agreement. Q# 15 stating 
that “every employee is responsible for their own safety” 
scored the highest with a mean value of 4.74, with the 
lowest standard deviation of 0.48. Q# 26 stating that 
“the reason for not achieving safety targets is because 
employees cannot read and write” scored the lowest with 
a mean value of 2.56 and a standard deviation of 1.10, 
which could possibly indicate alternative internal and 
external factors that can also influence the achievement 
of safety targets.

TABLE 1.1:  FREQUENCIES

Q# Question R SD D N A SA Missing Mean STD. DEV

7. Because of ABET employees can read safety warnings in the 
workplace 57 2 7 31 17 0 4.11 0.74

8. Because of ABET employees can read written safety 
instructions given to them by  their Supervisors 57 0 0 7 34 16 0 4.16 0.62

9. Because of ABET employees can communicate better in the  
workplace 56 0 0 8 35 13 1 4.09 0.61

10. Sufficient time and effort is committed to safety in the 
organisation 55 0 5 5 24 21 2 4.11 0.91

11. Management listens to safety ideas and concerns and take 
appropriate action 57 0 4 16 23 14 0 3.82 0.88

12. I can read the safety information that is communicated to me 
on a regular basis should it not be understood 57 0 2 4 37 14 0 4.11 0.67
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Q# Question R SD D N A SA Missing Mean STD. DEV

13. Most employees are aware of potential hazards in their work 
environment and can read signs that indicate potential hazards 57 0 2 4 44 7 0 3.98 0.58

14. Relevant safety information is communicated to me that I can 
read and understand 57 0 0 4 34 19 0 4.26 0.58

15. Every employee is accountable for their own safety 57 0 0 1 13 43 0 4.74 0.48

16. Employees receive adequate safety training 56 0 0 3 27 26 1 4.41 0.59

17. Work instructions and procedures can be read and therefore 
implemented 57 0 2 5 33 17 0 4.14 0.71

18. Employees should assist fellow workers by reading safety 
signs to them 57 0 4 8 24 21 0 4.09 0.89

19.
My supervisor /manager shows complete trust in my ability to 
identify risks because he / she assumes that I can read and 
write

57 0 1 6 29 21 0 4.23 0.70

20. Safety is seen as a condition of employment 57 0 0 6 28 23 0 4.30 0.65

21. Being rewarded for good safety performance helps to promote 
ABET as an opportunity to learn to read and write  57 1 3 12 28 13 0 3.86 0.89

22.

The majority of incidents and accidents are due to employees 
not being able to read and write 57 5 22 13 11 6 0 2.84 1.16

23. Management cares about the safety and wellbeing of their 
employees 56 0 2 6 21 27 1 4.30 0.80

24. Some people get away with unsafe acts because they cannot 
read or write 57 7 15 20 11 4 0 2.82 1.10

25. Solutions for safety performance are most often short term 
and do not address the root cause 56 04 19 10 20 3 1 2.98 1.10

26. The reason for not achieving safety targets is because 
employees cannot read or write 57 8 24 14 7 4 0 2.56 1.10

27. The organisation keeps on getting the same accidents time 
and again 57 0 11 14 25 7 0 3.49 0.94

28. Management has an open door policy when it comes to safety  57 0 1 6 35 15 0 4.12 0.65

29. I am encouraged to make safety suggestions in writing 55 0 3 16 28 8 2 3.75 0.77

30.  ABET provides a culture of learning to ensure employees 
acquire skills and knowledge to ensure that they make a 
purposeful contribution to the social, economic and political 
arena in the country. 

57 1 2 3 38 13 0 4.05 0.76

31. ABET not only focus on literacy but also post- literacy and 
the education of adults to ensure they receive the necessary 
training and development for income generating purposes. 

55 0 0 12 30 13 2 4.02 0.68

32. A more realistic planning and provision of ABET is required 
to add to the understanding of ABET and to seek additional 
approaches to ABET as well as the inclusion of Occupational 
Health and safety training as part of the ABET electives

55 0 0 9 33 13 2 4.07 0.63

33.  ABET and formal education contributes to better Occupational 
Health and safety figures?  54 1 3 6 33 11 3 3.93 0.84

34. The lack of education amongst employees contributes to more 
accidents, incidents and fatalities in the mining industry? 55 3 7 13 24 8 2 3.49 1.06



BUSINESS EDUCATION
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

77

Questions were grouped and tabulated and by means of a 
scree plot and constructs that highlighted certain elements. 

TABLE 1. 2: CRONBACH’S ALPHA VALUES

 Q# Cronbach’s Alpha
Q7 – Q34 0.86

The results obtained from the reliability analysis for the 28 
items (Q7- Q34) yielded a Cronbach alpha coefficient of 
0.86, indicating a good reliability. Twenty-four of the twenty-
eight statements revealed a mean response greater than 
3.00, therefore suggesting a positive inclination towards 
the influence of adult basic education and training on 
Occupational Health and Safety in the mining industry.

Item 15 stating that, “Every employee is accountable for 
their own safety” scored the highest with a mean value 
of 4.78, with the lowest standard deviation of 0.422. Item 
26 stating that “the reason for not achieving safety targets 
is because employees cannot read and write” scored the 

lowest, with a mean value of 2.53 and a standard deviation 
of 1.10.

Correlations

The following regarding the Spearman’s rho (𝝆) correlation 
as can be noted in that the researcher would again like 
to indicate that she did not design the questionnaire to 
measure correlations between constructs and selected 
questions. However, the correlation results for all the 
questions indicated high correlations between certain 
questions, which resulted in a factor analysis. **. 
Correlation is significant at the 0.01 level (2-tailed) and 
*. Correlation is significant at the 0.05 level (2-tailed). 
Factor analysis can be described as a technique for 
identifying specific groups of variables. As seen in Figure 
1.1 the Scree plot indicates the eigenvalues according to 
the relative importance of each factor. For the purpose of 
this study seven factors were used by means of using the 
point of inflexion in the curve as the cut-off point (Field, 
2009)

FIGURE 1.1: SCREE PLOT

The values in Table 1.3–1.9 labelled Cronbach’s Alpha if 
Item Deleted can be regarded as the values of the overall 
α should that item not be included in the calculation and 

thus reflect the change in the Cronbach’s Alpha should an 
item be deleted.
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TABLE 1.3: SCALE FACTOR 1 

Item-Total Statistics

Illiteracy 
effects

Scale Mean if Item 
Deleted

Scale Variance if 
Item Deleted

Corrected Item-
Total Correlation

Squared Multiple 
Correlation

Cronbach’s Alpha 
if Item Deleted

Q24 15.70 14.638 .552 .364 .778
Q25 15.58 15.824 .396 .178 .713

Q22 15.68 13.145 .712 .612 .738
Q26 15.98 13.673 .698 .544 .743
Q33 14.58 16.555 .457 .227 .797
Q34 15.02 14.673 .581 .472 .771

Table 1.3 indicates that Illiteracy effects (C1) displays a 
good reliability (α = .806) and indicates that Illiteracy leads 
to mine related incidents, accidents, fatalities, loss of 

production, and unacceptable safety performances. Thus 
no questions were removed.

TABLE 1.4: SCALE FACTOR 2 

Item-Total Statistics

Ownership Scale Mean if Item 
Deleted

Scale Variance if 
Item Deleted

Corrected Item-
Total Correlation

Squared Multiple 
Correlation

Cronbach’s Alpha 
if Item Deleted

Q15 19.62 5.355 .200 .205 .504
Q16 20.00 4.192 .546 .490 .355
Q23 20.11 3.795 .472 .502 .352
Q25 21.47 5.408 -.145 .124 .760
Q28 20.23 4.448 .444 .250 .402
Q29 20.64 3.773 .507 .292 .334

We have removed question 25. Table 1.4 reveals that 
Ownership (C2) consists of five questions and displays a 
reliability (α = 0.76) and indicates that Ownership of safety 

performances lies with the company and employees and 
is a factor that needs attention.

TABLE 1.5: SCALE FACTOR  3

Item-Total Statistics

H & S 
Management

Scale Mean if Item 
Deleted

Scale Variance if 
Item Deleted

Corrected Item-
Total Correlation

Squared Multiple 
Correlation

Cronbach’s Alpha 
if Item Deleted

Q10 7.87 1.891 .658 .538 .600

Q11 8.15 1.941 .719 .567 .526

Q30 7.95 2.719 .425 .191 .844



BUSINESS EDUCATION
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

79

Table 1.7 reveals that Literacy (C5) consists of only six 
questions and displays a reliability (α = 0.624) which 
indicates that it is marginal and that ABET and formal 

education contributes better safety performances and 
practices.

TABLE 1.8: SCALE FACTOR 6

Item-Total Statistics

ABET effects Scale Mean if Item 
Deleted

Scale Variance if 
Item Deleted

Corrected Item-
Total Correlation

Squared Multiple 
Correlation

Cronbach’s Alpha 
if Item Deleted

Q7 16.63 4.502 .469 .264 .655

Q18 16.59 3.982 .532 .295 .627

Q19 16.44 4.553 .532 .288 .633

Q20 16.37 5.332 .297 .120 .715

Q33 16.78 4.138 .496 .271 .644

Table 1.8 shows that ABET effects (C6) consists of 
six questions and displays a reliability (α = .706) and 
reveals that, due to ABET work related instructions can 

be executed and employees can read warning signs that 
indicate potential hazards. 

TABLE 1.9: SCALE FACTOR 7

Item-Total Statistics

Comprehension Scale Mean if Item 
Deleted

Scale Variance if 
Item Deleted

Corrected Item-
Total Correlation

Squared Multiple 
Correlation

Cronbach’s Alpha 
if Item Deleted

Q13 8.44 1.215 .346 .132 .448

Q17 8.28 .920 .408 .171 .334

Q20 8.12 1.145 .304 .095 .508

Table 1.9 indicates that Comprehension (C7) consists of 
three questions and displays a low reliability (α = 0.53) and 
therefore we did not retain this factor.

CONCLUSIONS

The primary objectives were realised as a result from 
literature as well as empirical studies. The following 

broader impacts were pointed out and common themes 
were noted namely, that ABET improves safety in the 
workplace and that ABET helps to eliminate illiteracy 
levels and that has an impact on the future of the 
mining industry. There is a direct correlation between 
literacy and safety. The higher the literacy levels, the 
better employees are able to interpret and understand 
safety requirements, hence improved compliance and 
responses to risks.
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The following impacts and influences of ABET on 
Occupational Health and Safety in the mining industry were 
pointed out namely that ABET opens the door to learning 
and development and improves cognitive ability, that in 
turn increases ability and awareness towards safety, thus 
has a direct effect on safety performance.

In the relationship between ABET and Occupational 
Health and Safety the following were highlighted: a) 
that the higher the percentage participating in ABET, 
the greater the potential for safety understanding b) and 
procedural compliance. Thus until such time that illiteracy 
is eradicated, the relationship between Adult Education 
and Training (AE&T) and Occupational Health and Safety 
(OHS) will remain a necessity.

The typical outcomes of ABET in the Mining Industry, a 
common theme that stood out was that ABET provides 
a direct link to redressing matters relating to previously 
disadvantaged employees. The respondents also 
commented that ABET provides opportunities for career 
progression and that it impacts directly on production and 
safety performance. It was also pointed out that ABET 
contributes to a confident and goal orientated workforce 
that has the potential to lead to self-positive behaviour.

Respondents indicated the following main differences 
between pre–ABET and post-ABET in that ABET 
introduces a culture of learning and provides the 
foundation for acquiring knowledge and skills and post-
ABET provides employees with the opportunity to be 
further developed. The results from the empirical study 
shows that illiteracy leads to mine related incidents, 
accidents, fatalities, loss of production, and unacceptable 
safety performances and that ownership of safety 
performances lies with the company and employees alike. 
It also shows that ABET provides the necessary skills for 
employees to better themselves in the workplace and to 
contribute to the economy of the country and to society 
at large. It is also then evident that ABET contributes to 
literate employees that can read and understand safety 
instructions. The results from the empirical study also 
indicate that ABET and formal education, contributes 
better safety performances and practices and that 
current solutions to poor safety performances do not 

address the root causes thereof. Due to ABET, work 
related instructions can be executed and employees 
can read warning signs that indicate potential hazards. 
That more realistic planning of ABET is required that can 
contribute to the reduction of incidents, accidents and 
fatalities and ensure the transfer of ownership of safety 
performances and positive behaviours to the employee. 
Lastly the empirical study also indicates that ABET is a 
contributing factor to potentially training and development 
of employees. 
 
Key recommendations for approaches to Adult Education 
and Training (AE&T) and Occupational Health and Safety 
(OHS) training of mineworkers:

Health and Safety training of underground mineworkers 
will necessitate new subject matter or content education 
in the framework of continued technological development, 
combined with low levels of formal education that 
resulted in limited knowledge of relevant subjects and 
related areas such as adult learning. The implementation 
of Unit standards and their effectiveness depend on the 
quality thereof and any intended individual empowerment 
approaches must allow for maximum adherence to the 
curriculum. 

The implementation of transformative adult learning 
approaches will require disciplined and cohesive 
approaches, as there will be serious and unavoidable 
challenge in the learning process and new learning 
material required that are underpinned by the cognitive 
and intellectual challenges and alignment to industry 
requirements (Cranton, 2002; Tuchten, 2011). 

Adult Education and Training (AE&T), as a now established 
discipline, has the potential to not only contribute to 
research, but also to the body of available literature, with 
specific reference to adult learning and engagement with 
adult learners. However, the quality of training in the sector 
is problematic and is an issue that the MQA is currently 
addressing (Frankel, 2010; MQA, 2010; MQA, 2011; 
Tuchten, 2011).

An integral part of Adult Education and Training (AE&T) 
should be the core focus points namely: 
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• Quality and effectiveness of the  
Occupational Health and Safety (OHS) training 
programmes;

• The inclusion of Health and Safety electives in the 
Adult Education and Training (AE&T) curriculum for 
ABET levels 1 – 4;

• More research into the correlation between adult 
learning and experience; and

• H&S learning in the form of new content, skill, insights 
and or behavioural changes Tuchten (2011).

Table 1.10 below indicates the key recommendations, 
and the value add thereof can be realised in terms of 
better planning and provision of Adult  Basic Education 
and Training (ABET) and Occupational Health and 
Safety (OHS) training of mineworkers. Ownership of 
Occupational Health and Safety (OHS) practices and 
behaviours. Better Occupational Health and Safety (OHS) 
management on all levels and improved communication. 
All of these factors have the potential to accumulatively 
contribute to more literate employees and less fatalities, 
incidents and accidents in the mining industry at large.  
All of the proposed key recommendations were derived 
via the questioners and the available literature study. 

TABLE 1:10 PROPOSED KEY RECOMMENDATIONS FOR APPROACHES TO ADULT EDUCATION AND TRAINING (AE&T) AND OCCUPATIONAL 

HEALTH AND SAFETY (OHS) TRAINING OF MINEWORKERS

Realistic planning and provision of ABET and H&S training:

•	 Enhance quality of training and learning material and the reduction of wastage. 
•	 Establish and reinforce a culture of learning.
•	 Remove learning barriers – create capacity to send people for H&S training as well as ABET training.
•	 Proactive training.
•	 Increase informal training.
•	 Enable peer teaching.
•	 Greater focus on the retention of knowledge of standards.
•	 Proper learning design.
•	 Quality of facilitation.
•	 High standard assessment.
•	 On job coaching.
•	 Specific skills courses.
•	 Specialised capacity-building courses.
•	 Formal practical courses under coaching.
•	 Formal exposure under supervision.
•	 Supervisory and leadership development.
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Ownership: 

•	 Establish higher standards for compliance and behaviour. 
•	 Bring back accountability for developing employees.
•	 Role clarification and responsibility.
•	 Consequential thinking – understanding consequences.
•	 Locus of control.
•	 Capacity building.
•	 Confidence in ability.
•	 Careful reasoning.
•	 The use of judgement in assessing information.
•	 Achieving predetermined results.
•	 Awareness of the implications of proposed actions.
•	 Analysis of relationships between previously unrelated sets of information to identify possible future implications and 

consequences. 

Management of H&S:

•	 Enhanced behavioural-based safety training and consequential thinking.
•	 Renewed focus on hazard identification and risk assessments.
•	 Reinforcing basic health and safety practices. 
•	 Revision of Mine policies and processes subject to change.
•	 Enhanced Mine standards Summative Assessment.

Communication:

•	 Enhanced management communication.
•	 The ABET and H&S training programs should allow for interaction between workers and all other stakeholders. 
•	 It should be clearly articulated as to methodology to be used (how employees and management should discuss, plan and 

practise new learning).
•	 The communication aspects of the training programmes to be managed by all stakeholders.

Additional findings and recommendations

The literature review covered the policy document on Adult 
Education and Training (AE&T), the origin of the policy 
framework as well as the NQF and the formalisation of 
ABET. This has to be placed in the context of the effects of 
national policy on mining, education and training in relation 
to their impact on the training of mine workers. Cognisance 
has to be taken of the fact that existing policies affect 
Occupational Health and Safety (OHS) training in terms of 
priorities and the allocation of resources by Government 
organisations (Tuchten, 2011).

Of great concern is the structure of the NQF. It exclude 
a great number of South African adults of possible unit 

standard-aligned training options, with reference to 
mine workers and those whose schooling ended before 
the equivalent of NQF Level 1 or Grade 9 in the mining 
industry. The mining industry employs large numbers 
of elementary, unskilled or semi-skilled workers. The 
literature that was reviewed, revealed that the progress 
that has been made in reducing adult illiteracy since the 
end of the Apartheid era was insignificant (Aitchison, 
2008; Baatjes, 2008; Aitchison & Harley, 2006; Rule, 
2006). Since the NQF Level 1 descriptor mandates 
comprehensive reading and writing skills, the NQF level 
descriptors apply to all unit standard-based training 
programmes, whether they  are classified and regarded 
as full qualifications or not. Concerning the process of 
recognition of prior learning (RPL) it is evident that 
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employees may not have the necessary informal skills to 
qualify in terms of the level descriptors. The OHS training 
and the training material of employees are decided on 
by the employers or the training providers appointed 
by sectoral training authorities, for example the MQA 
(Mining Qualification Authority). Level descriptors are not 
really applied during industry-based RPL processes and 
the theoretical aspects of training are subsequently, in 
most instances not recognized by employers. Workers 
who attend Adult Education and Training (AE&T) should 
be offered the opportunity to choose Occupational Health 
and Safety (OHS) electives from level 1 onwards to ensure 
that essential skills provision, such as H&S training, for 
many workers classified as elementary, unskilled or 
semi-skilled, are provided for (Tuchten, 2011). Thus the 
proposed future policy objectives of the mining training 
environment should be:

1. AE&T should increase its impact in the mining 
industry in order to be viewed as a primary channel for 
Occupational Health and Safety (OHS) training and 
Occupational Health and Safety OHS training should 
specifically focus on health and safety risks; 

2. OHS skills programmes for all post Adult Education 
and Training AE&T level 4 mine employees; 

3. OHS training and all operators training to be combined 
as one subject within the scope of the NQF and 
associated levels and unit standards; 

4. The training of countless vulnerable workers to be 

given the necessary guidance or accountability by 
Mine Management; 

5. Training logic and its implementation processes 
require renewal; 

6. Include a public, regulatory framework or set of 
guidelines for the compulsory OHS training or 
preparation of mineworkers with limited formal 
schooling, that comprise of the majority and most 
vulnerable employees in the local mining sector; and 

7. Policies and directives originating from both the mining 
and the education training sectors to make OHS 
training a priority intervention for the mining sector 
(Tuchten, 2011).

Figure 1.2 is an indication of the sum of the items that has 
been deleted and plotted on a Radar Chart. From figure 
1.2 it is evident that the construct with the lowest overall 
Cronbach’s Alpha if Item Deleted is Communication with a 
score of 0.970 and Illiteracy effects with a score of 2.252 
as the highest.

• The following items require urgent attention namely:

• Communication; 

• Health and safety effects; and

• ABET effects.
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FIGURE 1.2 RADAR CHART OF CONSTRUCTS

From Figure 1.2 it is evident that the constructs that 
are now indicative of a New Model in terms of the 
approaches to Adult Education and Training (AE&T) 
and the Occupational Health and Safety (OHS) training 
of mineworkers, warrants further research in the Mining 
Industry at large and inclusive of all the Mining Houses 
in South Africa. This factor can also be regarded as a 
limitation to the study. Furthermore, the researcher did 
not know whether the newly formed constructs had to 
be added or multiplied to derive at the most sought after 
results. This factor in itself needs further investigation 
and research, as it was not in the initial scope of the 
study.   

Limitations and implications for further research

It is imperative to identify the possibility for further 
research, taking into consideration the conclusions and 
recommendations made in this empirical study. Taking 
cognisance of the participants in the study that included 
five Operational Units and Senior managers to Adult 
Education and Training (AE&T) learners, the findings in 
this report cannot be generalised to the mining industry 
in South Africa at large due to the use of a non-probability 
convenience sample.

Additional limitations of this study is that the empirical 
research focused singularly on Adult Education and 
Training (AE&T) in the mining industry and the effect 
thereof on Occupational Health and Safety (OHS) with 
a limited focus on behavioural aspects of employees 
as well as the methods used in ABET facilitation, the 
content of learning material and other industries. The 
small sample size could also be constructed as a 
limitation. Regardless of these limitations, this study 
has added to the empirical body of Adult Education and 
Training (AE&T) in the mining industry and the effect 
thereof on Occupational Health and Safety (OHS) in 
South Africa. 

Recommended further studies

It has become evident that not much research has been 
done with regards to the influence of Adult Education 
and Training (AE&T) on Occupational Health and Safety 
(OHS) in the mining industry and that many opportunities 
exists for further research. The following aspects could 
be researched namely:

• Actual provision of training and preparation of 
underground mineworkers;
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• Alternative and additional Occupational Health and 
Safety (OHS) training initiatives for underground 
workers;

• Compulsory Occupational Health and Safety (OHS) 
skills programmes for all post ABET level 4 mine 
employees; and

• Analysis of methods used in Adult Education and 
Training (AE&T) facilitation.
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ABSTRACT

The globalised world of business is driven by employers with a 
demand for employees who are skilled to function productively in 
the working environment. Although graduates enter the working 
environment with a certain skill set, employers are concerned 
about graduates’ employability level, due to their inability to 
effectively contribute and adapt to the working environment. In 
this study the primary objective was to investigate the perceptions 
of employers in South Africa regarding the employability of newly 
appointed graduates.
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MANAGERS’ PERCEPTIONS OF ESSENTIAL EMPLOYABILITY 
SKILLS IN NEWLY APPOINTED GRADUATE STUDENTS

Data was collected by means of descriptive research in the form 
of quantitative, self-administered questionnaires. A total 161 
questionnaires were statistically analysed. Main findings suggest 
that employers are the largest contributors in the development of 
graduate employability and planning and organising related skills 
as most important when recruiting. This research contributes to 
existing scholarly findings and is of value to higher education 
institutions as well as individuals and organisations in South Africa.
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INTRODUCTION

Many students that graduate yearly from higher 
education institutions believe that they possess 
sufficient knowledge and skills to secure employment. 
However the reality is that employers from various 
industries are very concerned about the supply of 
graduates who undoubtedly do not possess the 
required skills to effectively contribute and adapt to 
the working environment (Harris, 2013:1). Although 
graduates themselves, employers and higher education 
institutions are all stakeholders in the development of 
graduates’ employability skills, employers mainly blame 
universities which they feel are initially responsible for 
developing the skills employers require from newly 
employed graduates (Lowden, Hall, Elliot, and Lewin, 
2011:6-7). The pressure universities experience from 
the private sector to enhance the employability of 
graduates led to a major shift in universities since 
the mid 1990’s to focus more on employability and 
preparing the graduates for the working environment 
(Cox and King, 2006:262).

Nowadays more international and national universities 
are focusing on enhancing the employability of graduates 
by collating job-market and economic information 
(Bothwell, 2015:1). Lecturers at universities assist 
students in preparing for job interviews, encourage 
students to take holiday work opportunities, run job clubs 
and support students’ search for part-time and casual 
work, and run workshops on a range of areas (Tran, 
2010:9). Although this input by universities suggests a 
signal of change, these initiatives are still not enough to 
ensure the employability of graduates. 

Employers expect the graduates they employ to hold 
specific skills which include logical thinking, quick 
learning, communication skills, flexibility, ambition, high 
levels of motivation, creativity, critical thinking, initiative, 
teamwork and time management (Lester, 2013:1). The 
lack of these skills in graduates has to a large extent 
impacted their employability in recent years. More 
unemployed graduates are pointing to a need for a skills 
revolution in the curricula of universities (Griesel and 
Parker, 2009:2).

PROBLEM INVESTIGATED

Although employers place high value on skilled graduate 
employees, all employers are not satisfied with the 
available graduated workforce (Pindar, 2013:1). In 2010 
a study in Malaysia involving 312 companies found that 
77.6% of the participants were of the view that business 
management graduates lack the required skills to function 
effectively in the workplace (Yen, 2010:1). In Britain, 
employers reported that despite the yearly increase in 
applicants, they found disappointingly thin pickings, 
especially among graduates with skills pertaining to 
commercial awareness and thinking skills such as 
problem solving (Black, 2010:1). Even in South Africa 
employers are not positive about graduates’ readiness for 
work. South African employers accentuate that graduate 
students have problems integrating data and cannot 
really apply the complex problem-solving skills that are 
required in the workplace (John, 2012:1).

Since universities are delivering a presumably well 
rounded educated workforce, the negative perceptions 
of employers towards the skills graduates possess 
should be realised by these institutions to identify 
initiatives which could lead to the enhancement of the 
needed employability skills. In this regard, universities 
should consider an outward-looking approach, and work 
closely with industries and employers. This will enable 
universities to identify the specific skills graduates need 
to function and contribute effectively to the working 
environment (Tran, 2010:4). 

In this study it is therefore argued that employers 
deem certain employability skills more important when 
appointing graduates. The reason for this study was 
therefore to identify those employability skills South 
African employers in the manufacturing, retail and 
services industries deemed the most important when 
considering the appointment of graduates. Since these 
industries are employing most of the South African 
workforce the identified skills requirements for newly 
appointed graduates in these industries would contribute 
extensively to programmes aimed at developing 
graduates’ employability skills in higher education 
institutions.
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LITERTURE REVIEW

Employability skills

Employability skills refer to the general and nontechnical 
competencies required for performing all jobs, regardless 
of the types or levels of jobs. These skills cut horizontally 
across all industries and vertically across all jobs from 
entry level to executive level and are not job specific, 
but rather the attributes of employees that make them 
assets to employers (Ju, 2012:23). Although definitions 
of employability skills range from vague notions of 
preparing for a first job to very precise lists of specific 
skills, Yorke and Knight (2006:1-32) argue that these 
skills are mainly sets of achievements, understandings 
and personal attributes that make graduates more likely 
to gain employment and be successful in their chosen 
occupations.

Since the business environment is continuously changing 
and adapting to new advances and challenges, the 
employability skills that were not perceived as important 
10 or 20 years ago may be considered important in the 
21st century. From studies conducted by Baxter and Young 
(1982) and Hazler and Lotto (1987) the most important 
skills employers expected from entry-level employees to 
possess three decades ago, fell in the areas of employee 
attitudes, communication and basic knowledge about 
the business processes. These areas evolved during the 
next two decades to basic academic skills, high-order 
thinking skills and personal qualities (Robinson, 2000:3). 
Since the turn of the century more focus were placed 
on graduates’ abilities to identify and solve problems, 
reason, take initiative and make sound decisions. 
Although the focus on the required employability skills 
shifted over the last three decades, none of the previous 
employability skills became obsolete when changes in 
the business environment shifted the focus onto new 
required skills qualities (Robinson, 2000:3). In this regard 
Parsley (2012:35) agree that the personal qualities such 
as self-confidence, self-control, social skills, and the 
ability to take responsibility, which became important for 
employers at the turn of the century are currently still 
skills employers want from graduates. These qualities 
are usually the first skills employers identify as being 

mastered or lacking, since these qualities are already 
measurable during the employment interviews. 

According to Ju (2012:44-45) knowledge about employers’ 
expectations for specific employability skills will enable 
higher education institutions to incorporate these skills into 
their educational program curricula. Ju (2012:44-45) also 
argues that since most employers place the responsibility 
for the development of employability skills on educational 
institutions, these institutions need to align their skills 
development practices with employers’ needs.

Employability skills: Employer expectations

Graduates, who, according to employers, are deficient in 
basic employability skills when they enter the workplace, 
are often labelled as being “unintelligent”. In many 
instances this label quickly adheres to their professional 
reputations as well as others’ perceptions of them. Since 
the cost of graduate recruitment is increasing every year, 
the expectations of employers regarding skilled graduates 
are also increasing and therefore universities are more so 
pressured to produce employable graduates (Kleeman, 
2011:26). 

While most employers according to Gray and Koncz 
(2016:1) recognise the importance of skills such as 
literacy, numeracy, enthusiasm and commitment, they put 
more emphasis on graduates’ abilities and willingness to 
learn. Gray and Koncz (2016:1) also state that employers 
would rather appoint graduates who have the ability to 
be proactive and respond to problems creatively and 
autonomously, than those with specific work related skills 
and knowledge. Therefore a traditional undergraduate 
degree with a focus on cognition and a narrow theoretical 
framework might in today’s business environment not be 
sufficient to produce the well-rounded, multi-skilled, flexible 
and adaptable graduates demanded by businesses.

Since there are currently a myriad of employability skills 
which are referred to in literature as being expected by 
employers for graduates to possess, one might be inclined 
to believe that employers have too high expectations for 
graduates. However, the reality is that employers do not 
expect graduates to be completely competent as new 
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employees. There is however, realisations that apart 
from the responsibilities of universities and the graduates 
themselves regarding the development of employability 
skills, employers also have a skills development 
responsibility within the working environment (Nagarajan 
and Edwards, 2015:29-30). Therefore, most employers 
agree that entry-level graduates should at least be skilled 
in the employability skills they deem most important in the 
post-millennium business environment. Kleeman (2011:iii) 
incorporated research from various sources and identifies 
the most sought after employability skills currently preferred 
by employers as communication, teamwork, analytical 
skills, self-management and planning and organising. As 
a result, these skills will also serve as the basis for the 
further exploration of employability skills in the article.

Communication

According to employers, communication is the most 
important skill needed by graduates in the workplace and 
unfortunately the one skill in which graduates are most 
deficient (Andrews, 2015:1). Arndt (2011:2-3) defines 
communication as writing and presenting information 
in the form of memos, letters, and reports; engaging in 
meetings and team assignments with colleagues; guiding, 
motivating, directing, and evaluating individuals, all of 
which come via face-to-face, e-mail, written and visual 
presentation, and telephone.

From an analysis of several definitions pertaining to 
communication, Mullane (2014:10-11) argues that, non-
verbal methods of communication are as important 
as verbal methods. According to Andrew (2015:1) 
communication includes not only all aspects pertaining 
to graduate employees’ abilities to communicate orally 
and in written format, but also non-verbal attributes such 
as physical stance, eye contact, voice fluctuations, the 
tone of the voice, volume of the voice; hand gestures, 
speed of talking, and the number of pauses. Andrew 
(2015:1) also states that the listening and feedback 
attributes of communication have often been overlooked 
during communication training, despite these attributes’ 
contribution to a better understanding, less conflict, and 
clearer path to goal achievement. Sufficient communication 
skills are therefore critical to all graduates entering the 

workplace regardless of position or industry (Andrews, 
2015:1).

Teamwork

In the contemporary workplace, teams, workgroups, and 
committees are fundamental to the success of initiatives, 
projects, and routine assignments (Kleeman, 2011:32-33). 
It has long been contended that the collective benefits and 
accomplishments of the team are greater than the results 
of individuals’ independent actions (Lehman and DuFrene, 
2008). 

Teamwork is a skill that is learned and developed over time. 
Traditionally, universities have encouraged and rewarded 
individual efforts which often lead to students being able 
to mostly work individually. However, when they graduate 
and enter the work environment they feel frustrated since 
they have to function in work teams of which they had little 
exposure (Crebert, Patrick, Cragnolini, Smith, Worsfold and 
Webb, 2009:7). In recent times universities are more prone 
to the incorporation of teamwork or co-operative learning 
into curriculums, since the work environment demands 
actions and outcomes which are achieved by teams (Horn, 
2009:105). 

In the modern business, most employers value teamwork 
skills in graduate employees more highly than their ability 
to work independently. Employees need to be adaptable, 
flexible, and able to work with other team members in a 
cross-disciplinary team to achieve a common goal (Crebert 
et al., 2009:7). In effect this means graduates should be able 
to work with people of different ages, gender, race, religion or 
political views; know how to define a role as part of a team; 
apply teamwork to a range of situations; identify the strengths 
and weaknesses of team members; and be able to listen 
actively, coach, mentor and give feedback (Dest, 2009). 

Analytical skills

According to Evers, Rush and Berdrow 1998, analytic 
skills are one of the skills most valued by employers. Critical 
thinking, problem-solving, and decision-making are elements 
of analytic skills (Bridgstock, 2009) and encompass the 
ability to study a situation or issue, provide an assessment 
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by considering all the factors, develop alternatives to address 
an issue, evaluate options, and select and implement 
an intervention or solution (Gedye and Chalkey, 2006). 
Employers consistently stress the importance of analytic 
skills in the workplace as essential to addressing the core 
responsibilities of an organisation and as a recognised 
contributor to graduates’ career upward mobility (Lehman 
and DuFrene, 2008). Additionally, individuals with strong 
analytical skills often define it as being able to combine 
relevant information from a number of sources, integrate 
information into more general frameworks, and apply 
information to new or broader contexts (Brewer, 2013:9).

Self-management

Self-management skills is often referred to as the ability 
to management one’s time or be responsible employees. 
According to De Janasz, Wood, Gottschalk, Dowd, and 
Schneider (2009:81) self-management is a component of 
emotional intelligence, which means individuals know their 
own strengths and weaknesses and they do not blame 
their difficulties on situations or other people. Daft, Kendrick 
and Vershinina (2010:536) furthermore explain that self-
management is the ability to control disruptive or harmful 
emotions and balance one’s moods. People who are skilled 
at self-management remain optimistic and positive, despite 
setbacks or obstacles (De Janasz et al., 2009:83).

Considering the different views of self-management by 
researchers, Daft and Marcic (2014:57-58) explain self-
management as being two fold. On the one hand it refers 
to an individuals’ ability to control disruptive, unproductive 
or harmful emotions and desires. On the other hand, it 
refers to an individuals’ capacity for initiating and pursuing 
goals, conscientiousness (honouring commitments) and 
adaptability (ability to adjust to changing situations and 
overcoming obstacles). Self-management is therefore 
not only an individual’s reaction to negative emotions and 
desires, but also the ability to be proactive in the work 
environment. 

Employers deem this skill important, since graduate 
employees with self-management skills are often organised 
in their personal and work life and realise the value of 
planning ahead and conceptual thinking. They realise the 

value of their career goals and is knowledgeable about their 
own abilities and aptitudes (Bridgstock, 2009:37). 

Planning and organising

Planning and organising focus on managing projects and 
other resources effectively, setting goals and priorities, 
multi-tasking, and allocating time to meet deadlines (Cates 
and Cedercreutz, 2008). In terms of practical application, 
planning and organising involve the ability to identify 
business objectives, setting objective and goals which are 
achievable, prioritising business tasks effectively, being able 
to work under pressure, and completing work to a deadline 
(Fonseka, Kodikara, Kodithuwakku, Senadeera, Silva, 
and Herath, 2015:145). Individuals skilled in planning and 
organising are often considered master multi-taskers and in 
current dynamic business environments where managers 
need to continuously adapt to achieve a competitive 
advantage, employers especially need employees with 
recognised talents for simultaneously managing several 
projects (Zupek, 2011:1).

THE PURPOSE OF THE STUDY

The purpose of the study is to determine the perceptions of 
South African based managers in the retail, manufacturing 
and service industries regarding the employability skills of 
newly appointed graduate students.

Research objectives

From the purpose of this study, the following objectives will 
be focused on:

• Research objective 1: Determine the 
respondents’ preferences regarding employability 
skills gained from previous work exposure versus skills 
developed at universities;

• Research objective 2: Determine the 
respondents’ perceptions regarding the stakeholders 
(universities, employers and graduates) which are 
mainly responsible for the development of employability 
skills;
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• Research objective 3: Determine the 
respondents’ perceptions regarding the most important 
skills needed by newly appointed graduates.

RESEARCH METHODOLOGY

The study followed a descriptive, explorative, quantitative 
research design surveying respondents by ways of a self-
administered questionnaire. The target population for this 
study included managers from different businesses in the 
manufacturing-, retail- and services industries within all 
provinces in South Africa who employ graduates. Non-
probability sampling was used to collect data from the 
respondents and trained fieldworkers distributed the self-
administered questionnaires. A total of 161 respondents 
(from different businesses who employ graduate students) 
participated in this study and the 161 questionnaires were 
subsequently used for statistical analysis.

In this study, descriptive statistical techniques by means 
of frequency and percentage distribution were determined 
for the demographic information used in order to construct 
the study population profile. Furthermore, means and 
standard deviations were determined for each of the 
factors namely Teamwork, Planning and organising, 
Analytical skills, Communication and Self-management. As 
a result of the fact that no random sampling was done, no 
inferential statistics were performed to make comparisons 
between different groups within the population. However, 
interpretation of comparisons between group-means 
was calculated according to Cohen’s effect sizes, d 
(Cohen, 1988) to determine whether practical significance 
differences exist.

Construct validity and internal consistency reliability 
of the measuring scales included in section C of the 
questionnaires were assessed. Exploratory factor analysis 
(EFA) was used as data reduction method and five factors 
were retained. To assess the validity of each of the 16 
items of section C (measuring perceptions regarding 
the importance of certain skills when appointing a new 
employee) the Oblimin factor rotation method was used. 
In this study, Kaiser’s measure of sampling adequacy 

(MSA) was used to examine the appropriateness of factor 
analysis and only MSA values > 0.5 are reported (Malhotra, 
2010:638). The reliability of the respective factors was 
assessed by means of calculating the Cronbach’s alpha 
coefficient for each measuring scale (Teamwork, Planning 
and Organising, Analytical skills and Communication). 
Cronbach’s alpha reliability coefficients ≥ 0.60 were used 
as the cut-off point to indicate reliability (Field 2005:668). 

In this study, the questionnaires were designed based on 
information obtained from literature. The questionnaires 
comprised of three sections. Firstly, demographic 
information of the respondents was gathered. Secondly, 
respondents’ perceptions regarding three major 
stakeholders (employer, higher education institutions and 
graduate) in the development of graduate employability 
were measured. Thirdly, respondents’ perceptions 
regarding the importance of certain skills when appointing 
new graduates were measured. Furthermore, a five-
point Likert scale (where 1 = not important at all and 5 
= extremely important) was used to indicate the extent 
to which respondents agreed with statements made in 
section C.

RESULTS

The demographic profile of the respondents will first 
be discussed, followed by the psychometric properties 
(validity and reliability) of the measuring instrument, 
after which the results regarding sections B and C of the 
questionnaire will be portrayed in tables and discussed. 
Lastly, the practical significance of differences between 
groups of respondents in terms of variables such as age, 
gender and years in management will be discussed by 
means of effect sizes.

Demographic profiles of respondents 

The demographic profiles of respondents were 
investigated in order to better understand respondents 
who participated in the study and also to provide insight 
into, and facilitate comprehension of the results obtained 
from the questionnaires. 
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TABLE 1: Demographic profile of respondents (N=161)

Variables f %

Gender
Male 124 77.02
Female 37 22.98

Age

18-22 2 1.24
23-42 55 34.16
43-62 101 62.74
63+ 3 1.86

Years in management position
Up to 5 years 39 24.22
More than 5 years 122 75.78

Race

Black 6 3.73
Coloured 2 1.24
White 151 93.79
Indian 2 1.24

Highest qualification

Grade 12 36 22.36
Diploma / Degree 74 45.96
Postgraduate degree 41 25.47
Other post grade 12 courses 
or qualifications

10 6.21

Industry
Manufacturing 57 35.40
Retail 56 34.78
Services 48 29.81

In Table 1 it is indicated that the respondents mainly 
consisted of 151 (93.79%) white people and 124 (77.02%) 
were males. More than half (62.74%) were between the 
ages of 43 and 62 while the majority (75.78%) had more 
than five years’ experience in a managerial position. 
Nearly equal numbers (35.4% and 34.78% respectively) 
worked in the manufacturing and the retail industries. 
Concerning their highest qualification, 74 (45.96%) had 
a diploma or degree, while just more than a quarter 
(25,47%) had a postgraduate degree. To summarise, 
these respondents were predominantly white, male, 
middle-aged to senior in age and well qualified managers 

working in the manufacturing, retail or services industries. 
This finding coincides with the statement by Henderson 
(2016:1) that in 2015 white people made up 68.9% of 
the South African workforce in top management positions 
and of these, 78.8% are men.

Psychometric properties of the measuring instrument
In this section the validity and reliability of the 
measurement scales used in this study were assessed 
by means of conducting exploratory factor analyses 
(EFA) and calculating Cronbach’s alpha coefficients 
respectively. 
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Validity

Since a confirmatory factor analysis was not conducted, 
and the responses were ordinals on a small scale, the 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy 
(MSA) was used to ensure validity. MSA adopts values 
between 0 and 1, with values 0.8 being excellent. With 
this data reduction method on the 16 items of section C, 
five factors were retained namely teamwork, planning 
and organising, analytical skills, communication and 
self-management. The constructs explained 60% of the 
variance in the data of the 16 items. From the Oblimin 
factor rotation method the EFA yielded an MSA of 0.8 
which is meritorious, since it is = 0.8 (Hair, Black, Babin, 
and Anderson, 2014:102).

Reliability

Cronbach’s alpha coefficients were calculated for each 
of the constructs listed in Table 2 in order to determine 
internal consistency reliability of all scales measuring 
managers’ perceptions regarding the importance of 
certain required skills when appointing a new employee. 

Table 2 portrays the Cronbach’s alpha coefficients 
for the five constructs used to measure perceptions 
regarding the importance of certain skills when 
appointing a new employee.

TABLE 2: SECTION C: CRONBACH’S ALPHA COEFFICIENTS FOR FIVE EMPLOYABILITY SKILLS 

Construct
Cronbach’s alpha 

coefficient

Teamwork

(5 items: giving and receiving feedback, working in a team, active listening, managing team 
dynamics, self-awareness of strengths and weaknesses.)

0.72

Planning and organising competency 

(3 items: managing deadlines, time management, self-motivated / awareness of internal 
motivators.)

0.62

Analytical skills competency 

(3 items: problem-solving skills, able to work independently, able to prioritise.)
0.63

Communication competency

(3 items: good oral communication, written communication for varied purposes, leadership skills.)
0.62

Self-management competency

(2 items: self-management / manage own workload, decision-making.)
0.60

From Table 2 it can be noted that the Cronbach’s alpha 
coefficients are ≥ 0.6 for each of the five scales measuring 
certain skills when appointing a new employee, indicating 
an acceptable level of reliability (Field 2005:668).

Subsequently, overall mean scores could be calculated 
for the five scales measuring perceptions regarding 
the importance of certain skills when appointing new 
employees. 
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Employability skills perceptions

Section B: Stakeholder contribution in the 
development of graduate employability

The purpose of Section B was to determine the managers’ 
perceptions regarding stakeholder contribution in graduate 
employability. Respondents were asked where they expect 

newly appointed employees to obtain a certain skill level 
and if businesses feel that they have a responsibility toward 
the skills development of newly appointed graduates. 
Respondents’ perceptions of stakeholder contribution 
in the development of graduate employability were also 
investigated. In Table 3 it is indicated where respondents 
expect newly appointed employees to obtain a certain skill 
level.

TABLE 3: HIGHER EDUCATION VS PREVIOUS WORK EXPERIENCE

Frequency %

Yes No Yes No

Higher education 113 48 70.19 29.81

Previous work experience 133 28 82.61 17.39

According to Table 3, 82.61% of respondents expected 
newly appointed employees to possess a certain skill level 
gained through previous work exposure. Skills gained at 
Higher education (70.19%) was also indicated as high, but 
the great majority of respondents considered skills gained 
through previous work exposure most important.

In Table 4 it is indicated how business managers perceive 
their responsibility toward newly appointed graduates’ skill 
development.

TABLE 4: BUSINESSES’ RESPONSIBILITY TOWARD NEWLY 

APPOINTED GRADUATES’ SKILL DEVELOPMENT

F %

Yes 153 95.03

No 8 4.97

From Table 4 it can be derived that the great majority of 
the respondents feel that they have a responsibility toward 
newly appointed graduates with regards to their skills 
development (95.03%).

In Table 5 respondents’ perceptions of stakeholder 
contribution in the development of graduate employability 
on a scale of one to three where one is “smallest contributor” 
and three is “biggest contributor”, are indicated.

TABLE 5: RESPONDENTS’ PERCEPTIONS OF STAKEHOLDER 

CONTRIBUTION IN THE DEVELOPMENT OF GRADUATE 

EMPLOYABILITY

Stakeholders
Rank

1 2 3

Graduate 44 35 20

Employer 28 29 42

Higher education institutions 27 35 37

Based on Table 5 the variable ‘Employer’ was most 
frequently marked as the biggest contributor among 
respondents (42%) in the development of graduate 
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employability, followed by ‘Higher education institutions’ 
(37%). The variable ‘Graduate’ was indicated as the 
smallest contributor (20%). Please note that percentage 
frequencies do not add up to 100% as every respondent 
could give a ranking for each of the three variables 
namely graduate, employer and higher education 
institutions. Although the literature study indicates that 
employers mostly expect higher education institutions to 
be responsible for the development of graduates’ skills, 
the respondents in this study indicate that they place the 
responsibility for skills development more on the employers 
than higher education institutions.

Section C: Employability skills importance

The purpose of section C was to measure perceptions 
regarding the importance of certain skills when appointing 
a new employee. Descriptive statistical techniques namely 
means and standard deviations were determined for each 
of the scales measuring perceptions regarding certain skill 
constructs when appointing new employees.

A five-point Likert scale (where 1 = not important at all 
and 5 = extremely important) was used to indicate the 
importance to which respondents agreed with items in 
section C.

In Table 6 respondents’ general perception of the 
importance of selected employability related skill 
constructs, are summarised.

TABLE 6: SECTION C: RESPONDENTS’ GENERAL PERCEPTION 

OF THE IMPORTANCE OF SELECTED EMPLOYABILITY RELATED 

SKILL CONSTRUCTS.

Constructs Mean
Standard 
Deviation

Teamwork 4.24 0.548

Planning and organising 4.48 0.515

Analytical skills 4.35 0.520

Communication 4.02 0.634

Self-management 4.25 0.673

In Table 6 it is shown that with regard to the employability 
related skill constructs, respondents indicated that all 
the constructs are considered to be of great importance 
because their respective means are above 3 which is 
the midpoint on a five point scale. However respondents 
indicated that they consider the Planning and organising 
related skill construct (mean = 4.48) as most important 
and Communication related skill construct (mean = 
4.02) as the least important. 

Effect size and practical significance

In order to assess whether practical significant differences 
exist between the means of two or more groups of 
respondents, effect sizes were calculated (Cohen, 
1988). Comparisons were made within the groups in 
terms of gender, age, years in management position, 
qualification and industry to uncover possible practical 
significant differences in how these managers perceive 
the importance of certain skill constructs when appointing 
new employees. 

It was evident from statistical analysis that the respondents’ 
view of the importance of certain skill constructs when 
appointing a new employee such as teamwork, planning 
and organising, analytical skills, communication and 
self-management related skills do not differ in practice 
regarding gender, age, years in management position, 
qualification and industry. 

MANAGERIAL IMPLICATIONS AND 
RECOMMENDATIONS

Although the findings of this research might be useful 
to academics, it has more profound implications on 
management practitioners that operate in the context 
as depicted in this article. From the results of the study, 
it was derived that it is expected of newly appointed 
employees to obtain a certain skill level through previous 
work exposure and employers were furthermore indicated 
as the largest contributors in the development of graduate 
employability. With regard to the employability related 
skill constructs, respondents indicated that teamwork, 
planning and organising, analytical skills, communication 
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and self-management related skills are considered to be 
of great importance; however, respondents indicated that 
they consider the planning and organising related skill 
construct as most important.

Business managers and academia should therefore work 
together to structure work integrated learning opportunities 
for students which could also be formally structured 
into current curricula. These work integrated learning 
opportunities should then focus on making internships/
bursaries/holiday work available to students in order to 
contribute to the development of their employability skills 
and specifically expansion of their planning and organising 
skills. These opportunities should be encouraged in all 
businesses as it can also aid in securing potential talented 
recruits after their graduation.

CONCLUSION

This paper discussed existing research findings on 
studies and practices of employability skills which include 
employability skills in general as well as employer 
expectations. The current changing business environment 
emphasises the importance of education for employability, 
focusing on the development of not only skills but also 
practical experience. Although the results from this 
article indicates that employers deem their contribution to 
skills development larger than the contribution of higher 
education institutions or the students themselves, higher 
education institutions need to identify the way of improving 
their graduates’ employability skills. This article also 
concludes that despite employers’ realised responsibility 
in the development of employability skills, students’ that 
possess some sort of previous work exposure have a 
competitive employability advantage. 

Although all skills focused on in this article are perceived 
by employers as important for graduates to possess, they 
consider planning and organising skills as the most important 
skills. This indicates that employers have a preference for 
employees whom are able to identify and set business 
objectives, prioritise business tasks, work under pressure, 
and multi-task. Since international research indicates a 
strong emphasis on providing work related training for 

undergraduates as a part of their degree program in recent 
years, this should also be an important consideration 
aspect in South Africa. It is therefore suggested that 
practical exposure to the business environment should be 
merged with higher education curricula, since during these 
exposures undergraduates will get their first experience of 
the real working environment as well as an understanding 
of working patterns within a business.
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THE ROLE OF CORPORATE SOCIAL INVESTMENT 
INITIATIVES IN SOUTH AFRICAN EDUCATION

ABSTRACT 

Based on the challenges in the education sector, the South 
African Government has prioritised the development of 
education and has committed to comply with the Millennium 
Development Goals’ (MDG) requirements of the United 
Nations to provide universal education to all children by 2015. 
The primary aim of this research was to investigate the impact 
of Corporate Social Investment (CSI) spending by selected 
companies listed on the Johannesburg Stock Exchange 
(JSE) on education in South Africa. This was quantitatively 
investigated by ways of a self-administered questionnaire 
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which was found valid and reliable. Results indicated that 
just more than a third of the CSI budgets are allocated to 
the development of education. The most preferred aspect of 
education is Mathematics and Science.  It is recommended 
that companies focus their CSI initiatives mainly on improving 
Mathematics and Science education as well as synchronise 
their core business and objectives with their CSI guidelines, 
policies and procedures.

Keywords: Corporate Social Investment, Education focus 
areas, Business objectives, Sustainability.
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INTRODUCTION

Over the last few decades, the right to education has been 
reaffirmed internationally. The cornerstone of this is free 
and compulsory primary education, though the aim is to 
also provide increasing access to learning opportunities at 
secondary, technical and higher levels. Quality education 
should enable learners to develop their personality, talents, 
and mental and physical abilities to their fullest potential. 
Education has also been identified as a tool to eliminate 
or reduce poverty (World Education Report, 2000:26). 
One of the biggest challenges South Africa currently faces 
is providing high-quality education for all the country’s 
children. Education, the key to a genuine participatory 
democracy, is the foundation for achieving sustainable 
development in any country.

According to the United Nations Development Programme’s 
Report for 2011, South Africa has a literacy rate of 88% 
and is positioned at number 113 in world literacy rankings. 
In 24% of the country’s schools there is no running water 
within walking distance. Sixty-seven per cent of the schools 
have no electricity and, in most provinces, between 50% 
and 80% of the schools have no telecommunications while 
13% of the schools have no toilets. Many schools have a 
serious shortage of classrooms and, of these, many are 
in an uninhabitable condition. The learner-to-teacher ratio 
is also very high. In three provinces this ratio was found 
to be more than 40 to 1. It is also not uncommon to find 
classes of more than 100 learners being taught by one 
teacher in classrooms designed for 30 learners (Human 
Development Report (HDR), 2011).

Based on the above mentioned challenges in the education 
sector, the South African Government has prioritised the 
development of education. They are also committed to 
complying with the Millennium Development Goals’ (MDG) 
requirements of the United Nations to provide universal 
primary education to all children. The United Nations’ 
MDGs that the South African Government has committed to 
achieve by 2015, include the eradication of extreme poverty 
and hunger, to achieve universal primary education, to 
promote gender equality and empower women, to reduce 
child mortality, to improve maternal health, to combat HIV/
AIDS, malaria and other diseases, to ensure environmental 

sustainability and to develop a global partnership for 
development (MDG Report, 2005:6-36).

For the purpose of this paper the focus is on the second goal, 
namely how both the Government and the corporate sector 
may implement initiatives to accomplish quality primary 
education. To this end and in relation to the aforementioned, 
it is clear that the South African Government is committed 
to improve and develop education in line with the MDG. In 
addition the corporate sector, also known as the corporate 
environment, is also required to support the development 
of society and communities by complying with the King III 
Report on good corporate citizenship and to comply with 
the B-BBEE code of conduct.  

In South Africa, Corporate Social Responsibility (CSR) 
extends to the seven facets of the Government’s 
transformation agenda covered in the Department of 
Trade and Industry’s Broad-Based Black Economic 
Empowerment (B-BBEE) scorecard. The B-BBEE 
scorecard includes aspects such as B-BBEE ownership 
and management, employment equity, skills development, 
preferential procurement, enterprise development 
and socio-economic development. Corporate Social 
Responsibility is closely aligned to the broad-based 
transformation agenda. CSR refers to a company’s 
internal value system for conducting business and 
regulating operations, while Corporate Social Investment 
(CSI) refers to a company’s contributions (cash or non-
cash) to people, organisations or communities that are 
external to the company (National Development Human 
Resource Strategy (NDHRS), 2011). CSI forms one small 
part of CSR.

PROBLEM INVESTIGATED

Manfred et al. (2011:461) report that South Africa’s 
public schools perform poorly, even among African 
countries. According to the HSRC Report on Education 
(2012), education in South Africa leaves much to be 
desired. According to the report, the findings of two major 
international studies conducted to gauge the well-being 
of education systems across the globe also revealed that 
South Africa’s education system is in a poor state. The 
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diminishing capacity of government sources forced the 
latter to involve the private sector in financing education. 
In this regard, both Government and the private sector 
have identified challenges as priority areas to address in 
order to achieve the MDGs. The challenges experienced 
in the education sector range from deficient technology, 
curriculum development, unqualified teachers, poor 
performance in literacy, reading, mathematics and science, 
to saturated schools and limited resources, to mention but 
a few.

Technology education was implemented for the first time as 
part of the new national Outcomes Based Education (OBE) 
curriculum in 1998. Because of the limited timeframe in 
which the new curriculum had to be implemented, there was 
very little time to adequately educate or train technology 
teachers in this learning area (Khulisa Management 
Services, 2001). Teachers were expected to implement 
technology in schools without being adequately trained 
in content and/or instructional methodology. As a result of 
discontinuing traditional technical subjects, qualified and 
competent teachers in subjects such as Home Economics, 
Woodwork, Metalwork, and Industrial Arts were generally 
assigned the responsibility of implementing and teaching 
technology. These teachers were confused by the 
introduction of technology education, as they had been 
accustomed to traditional instructional methodology in the 
manipulation of materials and the use of technology within 
the context of their traditional subjects. They were unsure 
how to approach lesson planning in the new learning area, 
what to teach learners in class, and how to facilitate the 
learning area. Consequently, they taught content and 
skills related to their technical subjects by simply using 
a different approach, thereby neglecting the procedural 
knowledge (technological process) as an essential 
feature of technology education (Reddy et al., 2003:27). 

The problem of a lack of trained teachers for technology 
learning was also identified by Reitsma & Mentz (2009:26).
Currently similar problems to those of nearly two decades 
ago are still experienced. Over and above the curriculum 
and the misplacement of qualified teacher challenges, 
the education sector also experiences large capacity and 
resource challenges in schools. Schools are becoming 
saturated and are expected to perform despite limited 
resources.
In an effort to address these challenges, the corporate 
sector, in addition to government spending, also spends 
millions towards education as part of their annual CSI 
budget. Corporate Social Investment spending focused 
on education takes up the largest single portion of 
CSI funding; estimated at 37% in 2005, representing 
R980 million. This amount is shared among the various 
education sectors in the following priority: 51% (about 
R500 million) to schooling (i.e. Foundation phase, 
Primary, Secondary and Further Education and Training 
[FET]), while Tertiary or Higher Education (HE) receives 
about R300 million. The National Business Initiative (NBI) 
recently undertook a survey on corporate spending in the 
education sector. The report found that more than 61% of 
the large companies participating spent between R2- to 
R35 million during the 2010/11 financial year in support 
of public education (National Business Initiative Report, 
2010:6-8).  This research focussed on the following 
research question: What is the specific focus area and 
the impact, effectiveness and sustainability of Corporate 
Social Investment spending on education in South Africa? 

CONCEPTUAL FRAMEWORK

In order to investigate the problem the following conceptual 
framework was compiled.



BUSINESS EDUCATION
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

103

Selected companies listed on the JSE 

- Demographics

Corporate Social Investment (CSI)

•	 Effectiveness

•	 Impact

•	 Sustainability

CSI focus areas

FIGURE 1:  CONCEPTUAL FRAMEWORK

RESEARCH OBJECTIVES 

The primary aim of this research was to investigate the 
impact of Corporate Social Investment (CSI) spending by 
selected companies listed on the Johannesburg Stock 
Exchange (JSE) on education in South Africa.
In order to reach the primary aim, secondary objectives 
were to:

• investigate the demographic information of the 
sample;

• determine the CSI education focus areas; and

• explore the effectiveness, impact as well as 
sustainability of CSI initiatives.

LITERATURE REVIEW

According to the Corporate Social Investment Handbook 
(De Wet, 2005:7), Corporate Social Investment refers to 
a company’s contributions (cash or non-cash) to people, 
organisations or communities that are external to the 

company. Freemantle and Rockey (2004:8) add that CSI 
refers to an organisation’s contributions to society and 
community that are extraneous to its regular business 
activities, whether such investment is monetary, or in the 
form of other corporate resources or time. While CSI might 
be linked to charitable or philanthropic giving, it increasingly 
serves to support business development objectives (Hinson 
& Ndhlovu, 2011:340). Ismail (2011:372) further mentions 
that the history of social and environmental concern of 
business is as old a trade as business itself. As such, CSI 
is an important sub-set of Corporate Citizenship or CSR, 
and should never be interpreted as being synonymous 
with those terms (Freemantle & Rockey, 2004:8).

Effectiveness of CSI

CSI is entering a new era in South Africa as companies 
comply with legislation and respond to the expectations 
of society (Arya & Bassi, 2011:676). The central 
question for many companies is whether their corporate 
social investments are simply a mandatory expense or a 
strategic opportunity. All companies have to comply with 
the B-BBEE Scorecard requirements by contributing 
1% of their net profit towards a social development 
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initiative (South Africa Department of Trade and 
Industry, 2012:39). This is unreservedly investing in 
the development, empowerment and capacitating of all 
people so that they can grow as individuals and as a 
nation – both economically, intellectually, ethically and 
socially (Nyuur et al., 2014:93). It is clear that education 
is a major focus area for corporate companies in terms 
of their Corporate Social Investment programmes 
(Vusani, 2010:22). 

This ranges from adopting schools, Mathematics 
and Science intervention programmes, infrastructure 
and technology, teacher development initiatives and 
Early Childhood Developmental programmes aimed at 
improving literacy and numeracy skills.

For the purpose of this paper, only CSI initiatives 
supporting education are explored as they have been 
identified as the most critical focus areas to consider for 
support in terms of CSI. According to the CSI Handbook 
(De Wet, 2009:38), education and health (specifically 
HIV/Aids initiatives) once again account for the lion’s 
share of CSI expenditure; in fact, education and health 
have seen increased investment. Within the education 
arena, Mathematics, Science and Technology initiatives 
are strongly favoured, and with good cause: 

Education is regarded as a priority by many. Many 
resources have therefore been allocated in an effort 
to develop this sector, especially in South Africa 
(Herrington et al., 2015:4) The UNESCO Institute for 
Statistics (UIS) is the official source of data used to 
monitor education and literacy targets associated with 
Education for All (EFA) and the Millennium Development 
Goals. The UIS collects data on youth and adult literacy 
through its annual survey on literacy and educational 
attainment. United Nations Educational, Scientific and 
Cultural Organisation (UNESCO) publishes an annual 
fact sheet on statistics regarding the state of education 
which revealed that South Africa is one of the countries 
with the highest illiteracy rate in the world (UIS Fact 
Sheet, 2012:1). Another report published by UNESCO 
(UNESCO Institute of Statistics, 2012:2) also reveals 
that there are more children dropping out of school in 
South Africa than in any other country in the world. 

Impact of CSI

Results derived from the latest research done by Trilogue 
in the CSI Handbook (Matthews, 2011:142) indicate that 
in a sample of 105 large companies, the primary and 
secondary data in respect of CSI expenditure account 
for 70% of the total CSI marketing in South Africa. An 
estimated R5.1 billion was spent on corporate social 
investment in the 2008/2009 financial year of which the 
education sector benefited the most. A common approach 
is for companies to adopt a school, usually close to their 
operations. Examples of companies that support the Adopt-
a-School Foundation include Abusa Limited, Absa Capital, 
DBSA, Exclusive Books, L’Oreal, Shanduka, Merril Lynch 
and the Mondi Group. The Adopt-a-School Foundation 
seeks to assist schools in accessing basic facilities in 
order to enhance learning and teaching outcomes. Since 
its inception in 2001, the Foundation has supported more 
than 100 schools across the country, benefiting over 160 
000 learners. More than R50 million has been invested 
in infrastructure, training and resources. Corporate 
companies contributing to the building or renovation of 
schools in partnership with the Department of Education 
include Vodacom, Impala Platinum, the De Beers Fund 
and the Anglo American Chairman’s Fund (Matthews, 
2011:142).

The social and economic impact due to the lack of 
education is difficult to determine especially the impact of 
poor education on the corporate sector. However, Marques 
and Albuquerque (2012:55) underline the importance of 
education and its impact on social and economic change. 
Inadequate education affects company productivity and 
competitiveness adversely. Thus, this lack of education 
increases the training costs of organisations immensely. 
Companies cannot sit on the side-line, but should urgently 
be involved in education through CSI programmes. CSI 
spending in support of education can be a tool to address 
these great challenges (Vusani, 2010:22).

Sustainability of CSI

Sustainable development is the overarching framework 
for global development which provides guidelines and 
parameters for Corporate Social Responsibility (De Wet, 
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2005:7).  It can be concluded that even though so many CSI 
programmes are operational in addressing the challenges 
in education, very little impact can be measured in terms 
of the output and productivity of students, teachers and 
schools. Corporate companies are encouraged to be more 
innovative about the CSI programmes they manage. These 
programmes need to be more holistic and sustainable and 
aligned to business objectives so that a greater impact 
can be measured. Certain new trends have emerged as a 
result of this realisation. 

Education is an area which is currently facing major 
challenges in South Africa. In addition, the reality is that 
the majority of South Africa’s youth does not have the 
opportunity to receive higher education (Herrington & 
Kew, 2016:54). Furthermore, many schools are left with 
unqualified teachers, lack of resources, low literacy rates, 
Mathematics and Science crises and many more. CSI 
spending in support of education as a focus area can be 
seen as a solution to these challenges over and above 
government programmes and interventions towards 
South Africa’s social development. This research focuses 
especially on the CSI initiatives in support of education. 
The General Entrepreneurship Monitor report ranked 
South Africa last out of 140 countries regarding quality 
of Mathematics and Science education, 127th regarding 
primary education and 138th regarding education system 
(Herrington & Kew, 2016:46). Improving performance in 
these subjects is not only an educational imperative, but 
in an economy with severe skills shortages, South African 
companies have vested interests in boosting skills levels 
in these areas (De Wet, 2009:38).

RESEARCH METHODOLOGY

The aim of this quantitative, exploratory and descriptive 
study was to investigate the impact of Corporate Social 
Investment spending on education in South Africa. The 
quantitative research method was chosen because it is an 
economical and practical way of assessing group opinions 
by means of a questionnaire which for this study was 
distributed by hand (Delport & Roestenburg, 2011:188). 
The quantitative research method further allowed the 
numerical data to be statistically interpreted in order for 

the researcher to get a better understanding of the current 
position of CSI spending and the impact it has on education. 
A self-administered, structured questionnaire was used as 
a tool to gather numerical data for the phenomenon under 
investigation.   

Measuring instrument

This study made use of questionnaires to collect primary 
data. Questionnaires were used as they are found to be a 
very convenient way of obtaining the relevant information 
from the respondents and one generic questionnaire 
was designed for all respondents. Furthermore, the 
questionnaire consists of various multiple-choice 
questions, dichotomous questions and two open-ended 
questions. The questionnaires were distributed to 192 
practitioners, managers and other respondents who are 
responsible for CSI in the field of education. 

Pilot study

During the development of the questionnaire, the researcher 
consulted with the study leader, a statistical analyst and a 
pilot group of relevant CSI staff members to clear up any 
ambiguities that may exist. A pilot study of the questionnaire 
was then conducted using ten practitioners in the field of 
Corporate Social Investment from the study population. The 
respondents made a few recommendations with regard 
to some terms and the questions in the questionnaire. 
Based on their recommendations some adjustments were 
made to the questionnaire, which implies that the issue of 
content validity has been addressed. All ten respondents 
supported the study and were very interested in the results 
of this study. After the necessary modifications were made, 
the questionnaire was distributed to the full sample group.

The target population and sample selection

Aaker et al. (2007:393-395) define convenience sampling 
as a sampling method where a sample is chosen purely 
on the basis of availability. These authors (2007:395) also 
contend that the convenience sample is simple, quick 
and inexpensive. From the reasons mentioned by the 
aforementioned authors the researcher is of the opinion 
that the convenience sampling is best suited for this study. 
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The sample comprised of 48 respondent companies that 
originated from a total target population of 192 companies 
listed on the Johannesburg Stock Exchange (JSE), that 
contribute toward the development of education in their 
CSI focus areas. A total number of 50 respondents 
completed and returned the questionnaire. Out of the 50 
completed questionnaires only 48 were suitable to be used 
for analysis as 2 questionnaires had too many omissions 
and thus were omitted from the sample group. 

Data collection 

The questionnaire was distributed through e-mail along 
with a cover letter, explaining the purpose of the research 
and the due date for submission. The respondents were 
asked to complete the questionnaire regarding their CSI 
practices to determine the impact of their CSI spending 
on the development of education in South Africa. The 
respondents, who had not returned their completed 
questionnaires in time, were reminded telephonically 
about the due date for the questionnaires. 

Data analysis 

The researchers used the Statistical Package for the 
Social Sciences (SPSS) to capture, clean, edit and 
analyse the data obtained from the questionnaires. An 
exploratory factor analysis was used as data reduction 
technique to determine the dimensions or factors 
underlying the construct, followed by confirmatory factor 
analysis. Reliability analysis was subsequently undertaken 
to determine the reliability of the eight factors extracted 
through the exploratory factor analysis.

The descriptive results for the individual statements 
measuring the different factors were reported thereafter. 

Psychometric properties of the measuring 
instrument

To investigate the psychometric properties of the 
instrument, validity was examined by addressing content 
and construct validity, while reliability was investigated 
by computing alpha coefficients (Delport & Roestenburg, 
2011:173-177).

Validity and reliability of measuring instruments

The psychometric properties of the measuring instrument 
were investigated for content and construct validity and 
reliability.

Validity

During the development of the questionnaire, the 
researchers consulted with experts in the field and 
statistical analyst about the contents of the questions and 
it was found that the content of the scales represented 
the measurement task at hand (Malhotra, 2010:320).  
All the test items seemed to measure the construct which 
appeared as the heading of each factor and fell within  
the content domain of the field investigated. Also, the 
total set of behaviours in this section was appropriate 
for measuring the characteristic behaviour of the 
specific respondents in this study, which is another 
requirement for content validity (Murphy & Davidshofer,  
2005:158). Consequently the instrument was deemed 
content valid.  

Construct validity assesses whether the measuring scale 
does in fact measure what the researcher intended it to 
measure (Iacobucci & Churchill, 2010:257). Construct 
validity was assessed by means of a confirmatory factor 
analyses (CFA). A Comparative Fit Index (CFI) was 
found, while a satisfactory Root Mean Square Error of 
Approximation (RMSEA) value was obtained and the 
model yielded a satisfactory Minimum Sample Discrepancy 
divided by Degrees of Freedom (CMIN/DF). The model 
satisfied the acceptability of the three indicators of the 
model fit. Consequently, the measuring instrument can be 
deemed construct valid.

Reliability 

According to Field (2013:679) a value ≥ 0.7 indicates a 
reliable instrument and values between 0.7 and 0.9 are 
generally accepted by researchers. In this study the overall 
Cronbach’s Alpha Coefficient was calculated to be 0.88, 
which can be considered highly reliable. This measuring 
instrument was therefore deemed reliable. 
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RESULTS AND DISCUSSION

In this section the empirical results of the research are 
presented according to the objectives. The first section 
provides a demographic profile of the respondents. 

Demographic profile of the respondents

The first objective was to investigate the demographic 
information of the sample consisting of selected companies 
listed on the JSE.

A summary of the main findings is the following:

• The average number of years that companies have 
been operating in Corporate Social Investment in 
education is 13.8 years.

• On average 37.7% of the CSI budgets are allocated 
towards the development of education.

• Gauteng, the Western Cape and KwaZulu-Natal 
benefit most from CSI funding from companies.

• Most companies operating nationally do not spend 
their CSI funds equally in all provinces.

When considering the percentage of CSI spending it must 
be kept in mind that education is but one of the areas in 
which CSI funding is done.  Other areas include for instance 
housing, job creation, environmental conservation and 
HIV/AIDS

CSI education focus areas 

The second objective was to determine the CSI education 
focus areas. This section focuses on getting insight into 
the focus areas of CSI. 

Selection criteria 

The companies were asked whether they have specific 
selection criteria for supporting their projects.

TABLE 1: INDICATION OF SPECIFIC SELECTION CRITERIA

Specific criteria 97.92%
No specific criteria 2.08%

In terms of the selection criteria for a project for funding, 
97.92% of respondents indicated that they do apply 
selection criteria before selecting a project to support. 
A further 2.08% of respondents indicated that they did 
not use selection criteria before funding projects. It is 
reassuring that most respondents (97.92%) do have 
some specific selection criteria before supporting a CSI 
programme or project, indicating that the vast majority of 
these companies have definite focus areas in mind and 
know what they want to achieve with their initiatives. 

Alignment of selection criteria with business 
objectives 

The companies were asked to which extent their selection 
criteria for CSI projects were aligned with their business 
objectives.

TABLE 2:  ALIGNMENT OF SELECTION CRITERIA WITH BUSINESS 

OBJECTIVES

Alignment of selection criteria with 
business objectives

Percentages

Not Aligned 2.08%

Relatively Aligned 20.83%

Reasonably Aligned 41.67%

Very Aligned 35.42%

The above information in Table 2 depicts that 41.67% of 
respondents specified that their selection criteria for CSI 
projects were reasonably aligned with their business 
objectives, while 35.42% indicated that these were very 
well aligned. The total positive response was consequently 
77.09%, indicating a high alignment of selection criteria 
with their business objectives. It is encouraging to know 
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that the CSI-projects are so closely integrated with these 
companies’ business objectives and leads to the conclusion 
that it will be of great importance to them to achieve 
success with their initiatives. A competitive advantage for 
a business can be to align business strategy, corporate 
social responsibility and core business objectives (De 
Sousa-Filho et al., 2010:297).

Sector of education

The companies were asked which sector of education was 
their priority in terms of financial support.

TABLE 3:  PRIORITY SECTOR OF EDUCATION

Sector of education %

Early Childhood Development 65.96%

Intermediate Phase 72.34%

Secondary Phase 72.34%

Further Education 65.96%

Table 3 reveals that all sectors were found to be nearly 
equally important. A total of 65.96% of respondents found 
Early Childhood Development to be a priority focus area, 
while 72.34% identified the Intermediate phase to be a 
priority focus area for CSI spending in education. Another 
72.34% indicated that Secondary Education was a priority 
focus area. Lastly, Further Education was found to be a 
priority for 65.96% of respondents. Consequently most of the 
companies attached nearly equal value to all four sectors, 
indicating that all divisions of education are important to 
these companies and that they have a balanced outlook 
on the significance of education for the wider society. In 
addition to Government, many corporate companies have 
identified education as a priority of interest in term of their 
CSI initiatives. CSI spending towards the development 
of education can be a major tool to address challenges 
that are currently experienced within the education sector. 
(Solomon, 2013:40).  Jackson (2010:9) states that CSI 
projects and especially those in education should go 
beyond making a financial contribution if the corporate 
sector is serious about fulfilling its responsibilities.

Selected fields and aspects of education

The aim of this section was to determine which aspects of 
education are preferred to be supported by companies. The 
table below provides a summary of the results obtained.

TABLE 4:  SELECTED FIELDS AND ASPECTS OF EDUCATION

Aspect %
Literacy and numeracy 61.70%

Mathematics and Science 72.34%

Teacher development 57.45%

School infrastructure 46.81%

Information Technology Communication 
(ITC) development

38.30%

Bursaries 72.34%

Adopt-a-School 34.04%

Resource provision 44.68%

Leadership development 48.94%

From the above, it can be concluded that most 
respondents identified Mathematics and Science, 
maybe because those are the proficiencies by which 
their own companies would benefit, but also Bursaries 
(72.34%) and Literacy and Numeracy (61.70%) as 
the more preferred aspects and fields of education 
to support in terms of their CSI spending. These 
companies probably realise that the indispensable 
education cannot realise without financial support in the 
form of bursaries, hence the positive attitude towards 
this aspect. The CSI Handbook (Matthews, 2011:152) 
identified that Mathematics, Science and Literacy are 
the most supported areas in education. Other areas 
identified were Teacher development (57.45%), School 
infrastructure (46.81%), ITC development (38.30%), 
Adopt-a-School programmes (34.04%), Resource 
provision (44.68%) and Leadership development 
(48.94%). The way forward therefore relies on 
strengthening the quality of teaching at school level and 
focusing on the commitment of teachers and principals 
(Snyman, 2010:1).
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Visits to beneficiary education projects 

Below is a summary of the findings obtained with regard to 
frequency of visits:

TABLE 5:  FREQUENCY OF BENEFICIARY EDUCATION PROJECTS 

VISITS

Frequency %
Never 0.00%

Seldom 21.74%

Regularly 69.56%

Often 8.70%

Table 5 portrays that most respondents (69.56%) visited the 
schools and education institutions they supported regularly, 
while 21.74% of respondents visited these beneficiary 
projects seldom and 8.70% of respondents visited these 
beneficiary projects often. From the high percentages of 
education beneficiaries project visits it is clear that it is 
important to the companies to make sure that the support 
has a positive effect on the advancement of education. 
Solomon (2013:120) recommend that beneficiaries of a 
project should be acknowledge as a strategic partner of the 
company and that regular communication and interaction 
will eliminate misunderstandings. 

Organisation of CSI activities 

The companies were asked whether they organised their 
CSI activities themselves or whether they used external 
consultants.

TABLE 6:  ORGANISATION OF CSI ACTIVITIES

Internal by the company itself 90.24%
External by ways of consultants 9.76%

The majority of respondents (90.24%) indicated that their 
CSI activities are organised internally and 9.76% indicated 
that it was done by external consultants. The fact that 

most companies preferred to manage the CSI support 
themselves indicates that they are highly motivated to 
succeed in their initiatives and they would like to have a 
major input in their projects. CSI activities are becoming a 
more focussed part of the broader CSR in businesses and 
therefore it is part of the internal organisation (Hinson and 
Ndhlovu, 2011:340).

Publishing of CSI initiatives 

Companies were asked whether they publish their CSI 
initiatives in their publications and marketing material.

TABLE 7:  PUBLISHING OF CSI INITIATIVES 

Did publish CSI initiatives 87.23%

Did not publish CSI initiatives 12.77%

It was found that 87.23% of respondents (majority) 
published their CSI initiatives in their publications and 
marketing material while only 12.77% did not publish 
it in these sources. The high percentage of companies 
that did publish their CSI initiatives reveals their aim to 
demonstrate their compatibility with goals of the National 
Development Plan such as quality education and skills 
development. Companies increasingly like their actions, 
activities, policies and processes to be visible through 
various manifestations of CSI. It is also seen as a vital tool 
in promoting and improving the public image of some of 
the world’s largest companies and corporations (Kanji & 
Chopra, 2010:102,120).

Branding and marketing strategies 

Companies were asked whether they align their CSI 
initiatives with their branding and marketing strategies.

TABLE 8:  ALIGNMENT OF THEIR CSI INITIATIVES WITH 

BRANDING AND MARKETING STRATEGIES

Did align CSI initiatives 78.72%
Did not align CSI initiatives 21.28%
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A total of 78.72% of companies did align their CSI initiatives 
with the branding and marketing strategies while 21.28% 
did not. Although the CSI initiatives mainly focused on 
community well-being the motive of a large portion of the 
companies is also to enhance their branding and marketing 
strategies.  Corporate social initiatives can also contribute 
to strengthening a firm’s competitive advantage through 
enhancing its relationships with its customers through 
branding and marketing strategies (Carroll & Shabana, 
2010:98).

Beneficiaries and input into strategy  

Companies were asked whether they allow their 
beneficiaries to give input into the companies’ CSI 
strategies.

TABLE 9:  BENEFICIARIES AND INPUT INTO STRATEGY

Allow input 50.00%

Don’t allow input 50.00%

Half of the respondents indicated that they do allow 
beneficiaries of the project to have input into the CSI 
strategy which can be seen as a matter of concern as 
more insight and inputs from the beneficiaries’ side could 
result in more effective strategies regarding CSI support. 
To achieve the successful implementation of CSI, 
managers must build bridges with their stakeholders – 
through formal and informal dialogues and engagement 
practices (Lindgreen & Swaen, 2010:2).

Effectiveness, impact as well as 
sustainability of CSI initiatives

The third objective was to explore the effectiveness, 
impact as well as sustainability of CSI initiatives.

Effectiveness of CSI initiatives on the company

The companies were asked how effective selected 
procedures of their CSI projects were.

TABLE 10:  EFFECTIVENESS OF SELECTED PROCEDURES OF CSI PROJECTS

CSI procedure Not effective
Relatively 
effective

Reasonably 
effective

Very effective
* Positive 
response

The selection process 0.00% 19.15% 57.45% 23.40% 80.85%

CSI model or guideline 2.22% 15.56% 48.89% 33.33% 82.22%

Collaborating projects 
with other corporates

13.33% 46.67% 33.33% 6.67% 40.00%

Involvement of staff and 
top structure of your 
company

4.26% 19.15% 55.32% 21.28% 76.60%

The monitoring and 
evaluation process

0.00% 31.91% 46.81% 21.28% 68.09%

Measuring impact 4.35% 45.65% 41.30% 8.70% 50.00%

Interaction with 
beneficiaries 

0.00% 28.26% 45.65% 26.09% 71.74%

Involvement with 
projects

2.17% 26.09% 41.30% 30.43% 71.73%
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* Positive response: Columns 3 and 4 were added 
together.

Table 10 portrays that the CSI guideline and the selection 
process used (82.22% and 80.85% respectively) were 
the two most effective procedures of the CSI projects as 
perceived by the respondents, followed by involvement 
of staff and top structure of their company (76.60%), 
but they were clearly not convinced of the efficiency of 
collaborating projects with other corporates, and also not of 
the measuring impact (40.00% and 50.00% respectively). 
With set targets and expenditure a requirement, CSI has 
therefore become a performance-driven pursuit among 
businesses seeking to improve their overall B-BBEE 
scores (Skinner & Mersham, 2008:239-255).

Sustainability of CSI initiatives on the company 

The companies were asked how sustainable they rated 
their CSI initiatives. 

TABLE 11: SUSTAINABILITY OF CSI INITIATIVES

Level of Sustainability Percentage

Not sustainable 2.22%

Relatively sustainable 31.11%

Reasonably sustainable 55.56%

Very sustainable 11.11%

Table 11 portrays that only 11.11% indicated that their 
CSI projects are very sustainable. Most respondents 
(55.56%) viewed their projects as reasonably sustainable, 
while 31.11% of respondents evaluated their projects as 
relatively sustainable, leading to the heartening inference 
that 97.78% of companies rated the sustainability of their 
projects positively. The minority of respondents (2.22%) 
found their CSI projects to be unsustainable. According 
to Hinson and Ndhlovu (2011:342-343) the South African 
Government is assessing the sustainability of CSI 
projects to support them addressing their development 
problems.

CONCLUSIONS

The first objective was to investigate the demographic 
information of the sample consisting of selected 
companies listed on the JSE. This indicated that on 
average the number of years that companies have been 
operating in Corporate Social Investment in education 
is 13.8 years, which is quite a considerable period for 
gaining experience, and it can probably be assumed 
that the CSI initiatives of companies in this sample 
will be fairly sustainable. They also indicated that 
an average of 37.7% of the CSI budgets is allocated 
towards the development of education, which is quite 
high considering that this is not the only area supported 
by CSI funding. 

The second objective was to determine the CSI 
education focus areas. Most of the respondents 
(97.92%) indicated that they do have some specific 
selection criteria before supporting a CSI programme or 
project. Furthermore, a high positive response of 77.09% 
indicated a high alignment of selection criteria with their 
business objectives, underlining their desire to integrate 
these projects with the companies’ core business. It 
was already concluded that education was the main 
focus area, and all phases or sectors of education were 
found nearly equally important, but two subject fields 
in education were found to be especially important, 
namely Mathematics and Science (72.34%), followed 
by Literacy and Numeracy (61.7%).  The majority of 
respondents revealed that they visit the beneficiaries 
such as schools and education institutions on a regular 
basis and a high percentage (90.24) of respondents 
indicated that their CSI activities are organised internally, 
reflecting a need to have a hands-on control over their 
projects. In addition, 87.23% of respondents published 
their CSI initiatives in their publications and marketing 
material and a total of 78.72% of companies did align 
their CSI initiatives with the branding and marketing 
strategies, thereby enhancing these strategies.  Lastly 
only half of the respondents indicated that they do allow 
beneficiaries of the project to have input into the CSI 
strategy, which may be viewed as an aspect which 
needs reconsideration, as input from stakeholders can 
be advantageous in augmenting the projects.  
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The third objective was to explore the effectiveness, impact 
as well as sustainability of CSI initiatives. Respondents were 
of the opinion that their CSI guidelines and the selection 
process used were the two most effective procedures of 
the CSI projects. Only half of them were positive regarding 
the measuring impact, but the vast majority rated the 
sustainability of their projects positively. 

MANAGERIAL APPLICATIONS

Management of companies must take note of the 
legislation concerning CSI.  Companies should focus their 
resources on the development and improvement of CSI. 
With reference to selection criteria, it is recommended 
that companies who have selected education as a focus 
area should dedicate all their resources solely to this focus 
area. Managers should align the business objectives with 
the selection criteria. They must also synchronise their 
core business and business objectives with their CSI 
guidelines, policies and procedures.  Managers must focus 
their CSI initiatives mainly on improving Mathematics and 
Science education because in this field South Africa is 
rated last of 144 countries, according to the GEM report.  
Managers should recognise beneficiaries of a project and 
acknowledge them as strategic partners and stakeholders 
of the company. Managers should strive to establish and 
maintain a long-term mutual beneficial relationship with 
their beneficiaries.  It is recommended that managers of CSI 
companies publish their CSI initiatives because it reveals 
their aim to demonstrate their compatibility with goals of 
the National Development Plan such as quality education 
and skills development. Managers must also strive towards 
alignment of the company’s comprehensive evaluation and 
its CSI strategy, strategic objectives, focus areas, selection 
criteria and the procedure and practices of CSI funding.
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STUDENT FUNDING AT SOUTH AFRICAN UNIVERSITIES, 
AFTER THE #FEESMUSTFALL CAMPAIGN

ABSTRACT 

The decline in government subsidies is one rationale for 
Universities increasing their tuition fees. Consequently, 
some Universities have priced their fees out of the market, 
resulting in student riots on campuses. This dilemma is 
a justifiable reason for engagement on matters of current 
student funding allocations. The aim of the research was to 
gather information about the topic of student funding from 
the literature review and online survey questionnaires. 
All the respondents to the survey unanimously agreed 
that the funding received from NSFAS is not sufficient. 

They called for more investment from the private sector 
in student bursaries. The study does not explore the 
possibility of fee-free Universities, as this topic would 
require a separate study; however, the literature review 
highlights some of the issues of fundamental sustainability 
if government passed such laws. It is therefore important 
to focus only on student funding, without the idea of fee-
free education. 

Keywords: Higher Education Funding, Student funding, 
NSFAS. #FeesMustFall
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PURPOSE

The purpose of the study is to determine the effect of 
student funding at South African Universities, after the 
#FeesMustFall campaign.

PROBLEM INVESTIGATED

The report of the Ministerial Committee for the Review of 
the Funding of Universities concluded that government 
should increase spending on higher education (DHET, 
2013:153). The report postulates that, for South Africa 
to develop a more knowledge-based economy, a speedy 
response is required to the lack of funding. The other 
findings were that, if participation rates for African and 
Coloured students are considered important, more 
funding will have to be allocated to the public University 
system. Notwithstanding the fact that government was 
committed to looking at the funding challenges, students 
’took to the streets‘ to demand an increase in the student 
funding administered by NSFAS. The government 
responded in 2015 by making more funds available 
through the Scheme, and by appointing a presidential 
task team to address the challenges raised by the 
students (Presidency, 2016:1). The student protests were 
also exacerbated by the increase in tuition fees. Students 
argued that the cost of tuition and the increase in student 
debt had become a deterrent to students’ completing 
their studies. 

METHODOLOGY

The study undertaken was a positivist approach. Data 
were collected from different Universities about student 
funding in the respective finance divisions. The aim of 
collecting information was to validate the similarities 
that the Universities are currently facing with regards 
to student funding. The data analysed was obtained 
through an online survey questionnaire that was sent 
to eight public funded Universities in South Africa. 
Financial Aid Managers/Financial Managers dealing 
with student funding were requested to take part in the 
survey and express their views as best they could. Open-

ended questions were sent to the Managers, and all the 
questions were the same for all the participants. 

All eight Universities on the selected sample were 
located in urban areas, and also received grants and 
student funding from the government. Included in the 
survey is UNISA, which is a distance-learning institution 
that has seen a massive increase in young students’ 
enrolments because of its affordable tuition fees. These 
Universities have seen more protests in 2015/2016 than 
other Universities in the country.

The study conducted was anonymous and strict 
confidentiality was exercised to protect the individuals 
who took part on the survey.

INTRODUCTION 

The education system in South Africa can best be 
described in two phases, Pre-apartheid and Post-
Apartheid (Mosikari & Marivate, 2013:555). Access 
to Universities Pre-apartheid was difficult for many 
students of colour; Post-Apartheid, government has tried 
to improve access to Universities by making systemic 
changes in their admissions policies and injecting more 
financial aid for academically deserving but financially 
needy students. A scheme called Tertiary Education 
Fund of South Africa (TEFSA) was introduced in 1995 
by the South African Government (NSFAS, 2013). 
The scheme’s sole purpose was to promote access 
to Universities by funding academically deserving but 
financially needy students. The scheme had received 
no less than R12.6 billion by 2010, and in 2011 another 
allocation of R5.4 billion was awarded to it (NSFAS 
Annual report, 2011:59). 

The challenges of University and student funding 
were mentioned in the policy development documents 
that seeks on increasing the quality, governance and 
participation rate after 1994. The documents were the 
National Commission on Higher Education (NCHE), The 
Education White Paper 3, and the Council on Higher 
Education (CHE) (Ischinger, 2008: 351). Although the 
Council on Higher Education had specific mandates to 
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fulfil, the critical discussion did not fail to mention the 
funding challenges that Higher Education is faced with.

Between 1995 and 2003, Universities were partially 
funded by government and the agency appointed by 
government to administer loans and bursaries, the 
National Student Financial Aid Scheme (NSFAS Annual 
report, 2015:1). NSFAS was established in 1995. This 
agency was administered by the Tertiary Education 
Fund for South Africa, which was founded in 1991 as a 
non-profit organisation tasked with providing loans for 
University students (Steyn & De Villiers, 2007: 24). After 
1994, funding for higher education was governed by the 
principle of sharing costs between the students/parents 
and government, as well as considerations of redress, 
equity and development (NCHE, 1996:5). The crux of 
the issue was for government to widen the access to 
Universities, and this could only be achieved by providing 
more funding for them. 

The government also published a New Funding Framework 
in 2003 (Ministry of Education, 2004:2-3). According to 
the Department of Education the NFF is goal-oriented 
and performance related, and was originally founded to 
implement an equitable way of distributing government 
grants to institutions, in line with national goals and priorities 
and approved institutional plans (Ischinger, 2008: 359). It 
is notable that, since the NFF was published, there has 
been greater progress and task-teams and committees 
have been established to deal with the funding of higher 
education (CHE, 2016). All recommendations were tabled 
in the relevant committees.

The National Development Plan dictates that Universities 
and other private higher education institutions should 
increase their enrolments from 950 000 in 2010 to 1 620 
000 in 2030 (NPC, 2011:69). The Development Plan noted 

the major challenges that higher education is facing: low 
participation rates, high attrition rates, a curriculum that is 
not aligned to society and its needs, the absence of an 
environment that allows every individual to reach and 
express their full potential. The plan fell short of mentioning 
student funding as a major challenge for the higher 
education system. In 2013, the Ministerial Committee 
for the Review of the Funding of Universities, chaired by 
Deputy President Cyril Ramaphosa, recommended that 
government spending of 0.75% will have to increase in 
order to match the envisaged increase in enrolments in 
2030, according to the National Development Plan (DHET, 
2013:48)

History has shown that countries all over the world are 
likely to increase student funding during an economic boom 
and apply cuts during a period of recession (Johnstone & 
Marcucci, 2010). In South Africa, University enrolment has 
more than doubled, while government funding per student 
declined from R20, 187 a year in 1994 to R16, 764 in 2014 
(Dell, 2015). These declines did not match the university 
inflation that averaged 8.7% between 2009 and 2015 
(Bennett, 2015). Universities argued that the increase in 
tuition costs were a result of the huge operational costs that 
a University must finance to keep teaching and learning 
at acceptable standards. Statistics SA reported that the 
higher education institutions’ total expenses increased by 
12% in 2013, increasing from R41,4 billion to R46 billion 
(Makoni, 2014). A report prepared by Price Waterhouse 
Coopers stated that the cost of delivering education in 
South Africa is close to R50 billion annually (Carelse, 
2015). The figure is staggering when you consider the year 
on year decrease in government subsidies to Universities, 
and the increasing student debt.

The graph below shows the amount spent on higher 
education in 2013/2014: 
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GRAPH 1: EXPENDITURE ON HIGHER EDUCATION AS % OF GDP, 2010

Source: Statistics South Africa, 2015

Spending on education contributed 19% to total 
government expenditure in 2013/14 (Statistics SA, 2015). 
South Africa is still at the lowest margins when compared 
to 187 countries identified by the World Bank (World Bank 
Statistics, 2015). It is also interesting to note that Lesotho, 
one of South Africa’s neighbouring countries, allocates 
almost double what South Africa does to education (World 
Bank Statistics, 2015). 

Discussion about student funding will be discounted if it 
does not look at the trend in annual increases in tuition 
fees. The increases are a direct result of the fact that 
students are accumulating debt year after year. The table 
below looks at average tuition fee increases per institutions 
for the years 2005 – 2012:
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TABLE 1: AVERAGE TUITION FEE INCREASES PER INSTITUTIONS FOR THE YEAR 2005 - 2012
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Average CPI (%) 6.5 6.5 6.5 6.5 6.5 6.5 6.5

CPUT 8.0 8.0  8.0  8.0 8.0

UCT 9.7 9.7 9.7 9.7 9.7 9.7 9.7

CUT 7.4 7.4 7.4 7.4 7.4 7.4 7.4

DUT 7.2 7.2 7.2 7.2 7.2 7.2 7.2

UFS  7.4 7.4  7.4 7.4 7.4

UKZN 7.0 7.0 7.0 7.0 7.0 7.0 7.0

UL: Turfloop 8.8 8.8 8.8 8.8 8.8 8.8 8.8

UL: Medunsa 6.3 6.3 6.3 6.3 6.3 6.3 6.3

NMMU 8.1 8.1 8.1 8.1 8.1 8.1 8.1

NWU 1 7.5 7.5 7.5 7.5 7.5 7.5 7.5

NWU 2 10.5 10.5 10.5 10.5 10.5 10.5 10.5

UP 8.2 8.2 8.2 8.2 8.2 8.2 8.2

RU 8.5 8.5 8.5 8.5 8.5 8.5 8.5

UNISA 7.9 7.9 7.9 7.9 7.9 7.9 7.9

UJ 9.7 9.7 9.7 9.7 9.7 9.7 9.7

SU   7.9 7.9 7.9 7.9 7.9

TUT 7.6 7.6 7.6 7.6 7.6 7.6 7.6

Univen 10.2 10.2 10.2 10.2 10.2 10.2 10.2

VUT 7.4 7.4 7.4 7.4 7.4 7.4 7.4

WSU 8.8 8.8 8.8 8.8 8.8 8.8 8.8

UWC 10.0 10.0 10.0 10.0 10.0 10.0 10.0

WITS 9.4 9.4 9.4 9.4 9.4 9.4 9.4

UZ 5.4 5.4 5.4 5.4 5.4 5.4 5.4

Source: DHET, 2012
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LITERATURE REVIEW

The National Student Financial Aid Scheme 
(NSFAS)

Aiming to increase access to Universities, the South 
African government introduced a scheme called the 
National Student Financial Aid Scheme. According to the 
NSFAS 2014/2015, NSFAS was established in terms of Act 
56 of 1999 (NSFAS Annual Report, 2015:3). The purpose 
of the Scheme was to provide student bursaries and loans 
to academically deserving but financially needy students 
at all public Universities, technical vocational education 

and training (TVET) colleges. The NSFAS scheme was, 
by default, also tasked with the responsibility of recovering 
student loans and raising funds from donors for student 
loans and bursaries. It is important to note that this study 
undertaken will focus only on funding Universities and not 
TVET colleges.

The NSFAS Annual Report for 2015 stated that the 
Scheme has provided over R50 billion in student loans and 
bursaries since 1991: it further stated that it has disbursed 
the following funds in the academic year 2014/2015 
(NSFAS Annual Report, 2015:11):

R9 Billion 
Disbursed in 

2014/15

414 802 
Students 
Assisted

R7 Billion 
Disbursed 

to University 
Students

186 150 
Students at 
Universities

R2 Billion 
Disbursed to 
TVET college 

students

228 652 
Students at 
Universities

FIGURE 1:  NSFAS DISBURSEMENTS FOR ACADEMIC YEAR 2014/2015

Source: NSFAS Annual Report 2014/2015

It must be acknowledged that government has done 
extremely well in keeping up with the need to provide 
funds for poor but academically deserving students. The 
Minister of Higher Education and Training (DHET) echoed 
the views of many activists regarding the contribution 
made by the government. He also acknowledged that the 
demand for education far outweighed the money allocated 
to Universities for student funding (Phakathi, 2014). In 
2014, 550127 pupils wrote matric and 75.8% passed 
(SAInfo, 2014). These numbers do not correspond to the 
186 150 students that were funded by the NSFAS in 2015 
(NSFAS, 2015). 

In a circular released by NSFAS to all Universities about  

2015 allocations, it was reported that the initial student 
funding should be capped at R67 200.00 per student, 
to cover the full costs of tuition, accommodation, meals, 
books and other allowances (NSFAS, 2015:5). The 
implications of the increasing tuition fees and the rigid 
student award from NSFAS were that students were 
left with a funding gap that would accumulate until they 
exited or graduated. 

The table below further demonstrates the commitment 
by government to funding the previously disadvantaged 
students who faced financial challenges in the higher 
education system. Unfortunately, funding for NSFAS 
remained limited to a few students.
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Table 2: NSFAS allocations from 1991 – 2014 and 1.5 
million students assisted.

Total from R21.4 million in 1991 to R9 billion in 2014.
Annexure 1

The 2013 Ministerial Committee that was tasked with 
reviewing funding for Universities found that there was a 
widening gap between what the government was making 
available for student funding and the cost of tuition that 
the universities were charging (DHET, 2013:384). The 
call to cap the tuition fees for higher education should be 
discussed in parallel with increasing government funding 
for students has gained momentum since 2009, including 
the demand for free higher education. The tuition fee cap 
should, however, be discussed in conjunction with real 
facts and figures. In 2015, a report (Carelse, 2015) by Price 
Waterhouse Coopers showed that between the academic 
years of 2010 and 2012, tuition fees at the twenty-three 
public funded Universities increased from R12.2 billion to 
R15.5 billion, while student enrolments only increased by 
7% during the period of 2010 to 2012 (Carelse, 2015). The 
report also showed that student debt increased from R2.6 
billion to R3.4 billion during the same period, therefore 
the idea of scrapping or capping tuition fees should only 
be taken after all the factors are considered, as it could 
put Universities into serious financial difficulties (Carelse, 
2015).

One of the problems associated with NSFAS was the 
amount of red tape involved in the application process. In 
one of the surveys done at the time, students noted that 
they were required to submit the same documents year 
after year, i.e. the same death certificates were requested 
every year (Herman, 2015 ). The NSFAS responded by 
introducing a centralised application system which is 
currently being piloted in eleven institutions (NSFAS, 2016). 
Students from the piloted institutions make applications 
directly to NSFAS, using online facilities. The positive 
change is also that students apply for the three-year 
programme instead of making year-on-year applications 
in which the resubmission of documents is required.

The NSFAS is often subjected to allegations of corruption 
and fraud in the allocation process, most of which happens 

at an institutional level (Corruption Watch, 2015). The 
Minister of DHET has sourced the services of forensic 
investigators to look at the allegations and report back with 
recommendations from all Universities (Herman, 2015). 
Minister Blade Nzimande raised the issue of corruption 
in 2014. While fraudulent supporting documents are 
always possible, the documentation that is most likely to 
be falsified is an affidavit declaring non-income earners 
at home, while there might be parents who are working 
(SABC, 2014). 

Repayment of student loans plays a critical role in 
allowing the NSFAS to reinvest back into the University 
system in order to assist more students (NSFAS Annual 
report, 2015:13). The challenges involved in collecting 
loan repayments have forced the NSFAS to partner 
strategically with institutions like SARS for the collection of 
debts. NSFAS states that the sustainability of the scheme 
relies purely on the ability and willingness of the recipients 
to repay the money owed to the scheme (NSFAS Annual 
Report, 2014/15:15).The major weakness of the NSFAS 
is the inability to recover the disbursements made by the 
Scheme. In 2014, only R338.8 million was recovered from 
the students who had graduated and secured employment 
(NSFAS Annual Report, 2015:13). This amount declined 
to R247 million in 2015. The Scheme noted a record 
70% loan impairment rate in the financial year of 2014 
(NSFAS Annual Report, 2011:17). The impairment rate 
is symptomatic of a system that is providing billions in 
student loans year after year, but facing many challenges 
in recouping the loans. The Annual Report states that, 
since inception, over R50 billion has been provided to 
assist students with loans, but in the years 1992 to 2015, 
the Scheme only managed to recover R4.6 billion. 

Reactions to student protest over fees 

The lack of funding and the constant financial exclusion that 
Universities have used to recover student debt have seen 
a mass, sustained student movement, orchestrated by 
the missing middle, brewing in the country. The campaign 
has been described by media commentators as the most 
successful project run by students since the 1976 student 
uprising. The #fees must fall campaign has been named 
as 2015 Newsmaker of the Year (TMGDigital, 2016). 
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The campaign gained support from the Universities’ Vice 
Chancellors’ Forum. Students from other countries and all 
industrial sectors have expressed their sympathy with the 
students. Students demanded a no-fee increase, saying 
that no students should be excluded financially, and also 
demanded the scrapping of the historical debt (Lenyaro, 
2015). 

On the 23 October 2015, President Zuma announced that 
there would be no fee increase in any publically-funded 
Universities (Bateman, 2015). The announcement was 
extraordinary and it was a game-changer for the status 
quo. The Vice Chancellor of Wits, Professor Adam Habib, 
was quoted saying that the students achieved in seven 
days what they had been trying to achieve over a decade 
(Habib, 2016). The announcement by the President also 
set a precedent on what to expect in future years on fee 
increases and the student debt. It was not clear how 
government would assist Universities in covering the fee 
increase freeze at that stage, but the cost for the zero 
tuition fee increase was estimated at R2.7 billion for all 

public funded Universities (Lund, 2015) 

Long-term results of increases in tuition 
fees

The continued increase in tuition fees have commodified 
higher education: a students’ desire to go to University is 
determined purely by the financial status of their parents. 
History has shown that most middle- and upper-class 
income earners have attempted to fund University fees for 
their children, who had just qualified for the University. The 
R3 billion in student debt that was reported in 2010 by 
students is just one of many indicators that tuition fees are 
a challenge to parents (HESA, 2011). In 2013, a report by 
the Institute of College Access and Success reported a 
massive student debt of $1 trillion for American students 
(Denhart, 2013).  

In 2015, a brief analysis was made by QS Rankings to look 
at tuition fee cost for seven top South African Universities 
(Mbuya, 2015). It reported the following:

TABLE 3:  AVERAGE TUITION FEES FOR SEVEN UNIVERSITIES

UNIVERSITY
AVERAGE FEES OF ALL COURSES 

- 2015 
AVERAGE FEES OF ALL COURSES 

- 2034

Cape Town R44 500 R228 804

Witwatersrand R37 824 R194 478

Stellenbosch R37 036 R190 426

Pretoria R28 594 R147 021

Kwazulu-Natal R27 691 R142 380

Rhodes R31 100 R159 906

Johannesburg R30 574 R157 201

Source: Mbuya, 2015
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The idea of free education in South Africa was noted 
a decade ago but a policy framework has yet to be 
developed. The topic was also discussed in the first 
report of the Working Group that investigated the 
possibility of fee-free University education for previously 
disadvantaged students, which was appointed by 
the Minister of Higher Education and Training. In its 
recommendations, the Working Group stated that free 
education is feasible in South Africa but government 
will need to increase funding of both NSFAS and the 
University system (DHET, 2012: 49). At that time, in 
2012, the estimated cost of free education for the poor 
was estimated at between R100 million and R1 billion 
for the 2013 cohort of students, estimated at 163 000 
students. The missing middle students have played an 
important role in driving the discussion of free education 
to the government and other role players. 

The year on year fee increase has also made it difficult 
for them to further their studies. These increases in 
tuition fees are always linked to University infrastructure 
development, the need to build state of the art facilities, 
the need to attract the best academics, and also the 
need to ensure that daily operational programmes are 
functioning smoothly. 

In his article entitled “The Long Term Impact of Student 
Loan Debt on Universities”, Robert Farrington argued 
that the long-term impact of student loan debt is already 
known by the Universities. It is crippling recent graduates 
and lowering the overall growth of the economy. He 
predicted that students would spend the rest of their 
lives deleveraging rather than investing in the economy 
(Farrington, 2014). Farrington’s article places emphasis 
on the Universities rather than on the government aid that 
has had been decreasing year after year. The article also 
has limitations, as he portrays Universities as institutions 
that can actually change the government funding policies 
or subsidies, while this is decided entirely at government 
level.

Current situation with regard to tuition fees

In 2015, the South African government reported that 
there was over R2.5 billion that would be allocated to 

clear the historic debt of students who were eligible for 
NSFAS from 2013 to 2015, but were not funded due to 
the funding shortfall (NSFAS, 2016). In essence, the 
funding made available will only cover the students who 
have applied for NSFAS; there is a large group who has 
not applied for NSFAS but find themselves with huge 
tuition fee debt. These students are the missing middle 
students, or they simply neglected to apply for NSFAS. 

The consequences for these young adults are dire: they 
enter the job-market with a considerable student debt, 
which is all the more burdensome if they did not even 
complete their studies due to financial exclusion. The 
lack of student funding has forced many students to fund 
their own studies, minimising the chances of students of 
experiencing campus life fully. It must be noted that the 
financial responsibility to fund higher education studies is 
not within the capacity of most families (Kirshstein, 2012:3-
4).South Africa is not the only country that experiences 
this shortfall. Kirshstein argued that higher education 
costs have always been a secondary expense for most 
American families. Families are unable to quantify the full 
student debt and spread it over the student’s university 
life.

According to Higher Education South Africa, the role 
of the University is to produce graduates who can 
think critically and solve problems (DHET, 2013:30). 
However, the possibility of learning these skills is limited 
by the student funding that a University receives from 
the government, and a conflict exists between the 
expectations of the Department of Higher Education and 
Training and the public funded Universities. The debate 
on student funding has provoked many questions from 
student bodies like the South African Student Congress, 
who have advocated for free education for undergraduate 
studies for quite some time, and also from independent 
higher education activists. These questions range from 
whether higher education should be a right or a privilege, 
and whether financial standing should be a determinant 
for a young student who has just completed school and 
is preparing for University life. 

In a 702 radio interview, a PhD intern researcher, 
Lukhona Mnguni, argued that education only becomes 
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a privilege when access to it is limited because of 
inadequate resources (Pitjeng, 2016). The thinking by 
Lukhona sits at the core of the challenges of the South 
African higher education system. In a statement released 
by SASCO in 2015 after Universities announced that 
they would increase tuition fees, this organisation argued 
strongly that education is not a privilege but a right that 
is enshrined in the Constitution of the Republic of South 
Africa (Makhombothi, 2015). The debate will continue 
until an amicable solution is found; it should be noted that 
the students will continue with radical actions and robust 
approach to achieve their demands.

The private sector has done well in terms of offering 
scholarships to top-performing students. The country’s 
#fees must fall campaign is entirely orchestrated by 
students who cannot afford fees but have acceptable 
academic criteria. There is a need for constructive 
engagement between society, government and 
Universities. 

RESEARCH

Eight Universities were selected in the sample located in 
urban areas, receiving grants and student funding from 
the government. Included in the survey is UNISA, which 
is a distance-learning institution that has seen a massive 
increase in young students’ enrolments because of its 
affordable tuition fees. These Universities have seen 
more protests in 2015/2016 than other Universities in the 
country.

The online survey questionnaire is considered reliable 
because the information received is mainly from the 
division that deals with student funding, i.e. Student Affairs 
and Student Finance divisions.

The study conducted was anonymous and strict 
confidentiality was exercised to protect the individuals who 
took part on the survey.
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TABLE 4: UNIVERSITY PROFILES

SECTION A: THESE SECTION DEALT WITH THE UNIVERSITY PROFILE 
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All selected samples were located in urban areas. The 
information gathered was mainly received from finance 
officials who deal directly with student funding. The number 
of students enrolled at the University basically reflects 
the size of the University in terms of student numbers. 
Tshwane University of Technology (TUT), University of 
Pretoria (UP) and University of Johannesburg (UJ) are the 

largest contact Universities in the country, while UNISA is 
considered the largest distance University on the African 
continent in terms of student numbers.

The questions below seek to discover the sources of 
funding received by Universities to finance students

 Table 5: Sources of funding

SECTION B: SOURCE OF FUNDING
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Universities are dependent on the grants and subsidies 
received from the government. They also rely on student fee 
income to run their day-to-day operations. The questions 
above sought to identify the sources of the funding that the 
University receives. It was evident that all the institutions 
and their students were beneficiaries of the National 
Student Financial Aid Scheme. UJ and TUT seems to 
be the biggest beneficiaries of the NSFAS scheme; this 
is justified by the numbers of students’ enrolled year-on-
year by these Universities. Students at these Universities’ 
are also partially funded by external sponsorships that 
alleviate the funding shortfall experienced by most 

institutions. UJ, UP and UNW are also beneficiaries of 
external sponsorships in terms of the sample selected 
above. The funding shortfall has also obliged Universities 
to seek other sources of income beyond NSFAS and 
external bursaries; this was evident from UNISA and 
University of Johannesburg, where students are assisted 
from other sources. Over 500 students were assisted by 
UP, using other income sources

The table below discusses the impact that student funding 
can have should the current model remain the same

TABLE 6: IMPACT OF FUNDING SHORTFALL

SECTION D: THE IMPACT OF STUDENT FUNDING AVAILABLE TO THE UNIVERSITIES AND THE LACK THEREOF
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The questions above are informed by the recent student 
activities around protests and the #FeesMustFall 
campaign. These specific questions seek to understand 
how the Universities were affected by the recent student 
activities. All the selected samples agreed that the 
University experienced some sort of student protest in the 
academic year 2015/2016. The cause of these protests 
was largely lack of student funding, tuition fee increases 
and academic exclusion on other universities. 80% of the 
selected sample agreed that the student demands were 
justified in some areas, while one university argued that 
the demands were not necessarily justified. In order to 
understand the University’s perspective on tuition cost. 
The selected sample were asked whether they think that 
tuition fees should be payable by the students. Although 
all the Universities agreed that the cost should be borne 
by the students, there was an overwhelming agreement 
that an all-inclusive student funding model was needed. 

There seem to be a balanced opinion on whether or not 
the NSFAS criteria is equitable and fair. The question 
could be interpreted differently by the students who fall 
under the missing middle category, where the feeling is 
that the criteria is completely unfair. The other point of 
view is that the NSFAS cannot fund students who are 
able to fund their own studies, as tested according to the 
University criteria. One must, however, remember that the 
initial mandate for the NSFAS is to fund the academically 
deserving but financially needy students. 
The Universities overwhelmingly agreed that the real 
impact of the current funding policy is that it will ultimately 
saddle the University with huge student debts and is not 
sustainable in the longer term. The biggest consequence 
will be the inability of these student to receive their 
certificates due to the outstanding debt, and the possibility 
exists of student debt being written off. The Universities 
agreed that the private sector has a bigger role to play 
in terms of providing solutions to the student funding 

crisis. The selected samples agreed that more bursary 
opportunities from the private sector would alleviate 
the increasing need for student funding. One university 
suggested that the private sector should also look at 
student loans that could be tailor-made for students. 
Universities also emphasised that there were critical 
weaknesses in the NSFAS selection process. There was 
also discomfort on the pace of NSFAS student-centred 
model that will be introduced in 2017; one university feels 
that the process should be fast-tracked to minimise the 
ongoing uncertainty.

CONCLUSION

The private sector, government, NSFAS, Universities and 
students must be commended for the efforts made to 
date to ensure that students are able to go to University 
and complete their studies for the benefit of the country. 
It must also be acknowledged that the “load” that was 
carried from 1994 to date is of a different dimension when 
compared to the demographics pre-1994. 

The current student funding challenges facing the higher 
education sector require a mind-shift and rethinking about 
how the funds are allocated to the students. The drop-
out rate at Universities for first year and senior students 
is extraordinary. It would be interesting to determine the 
number of students who were funded and the reasons 
why they dropped out. 

There is the possibility of a follow-up study, seeing 
that the sector is constantly changing, with new sets 
of demands and criteria. The idea of fee-free higher 
education by students is a sustained project that will gain 
strength again towards the end of 2016 or in the future; it 
would be phenomenal to study government response in 
this regard.
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ANNEXURE 1

Table 2: NSFAS allocations from 1991 – 2014 and 1.5 
million students assisted

Year Value Disbursed
1991 R21.4 million
1992 R41.3 million
1993 R55 million
1994 R70.4 million
1995 R154.3 million
1996 R333.3 million
1997 R350.9 million
1998 R394.4 million
1999 R441 million
2000 R510.8 million
2001 R635 million
2002 R733.4 million
2003 R893.4 million
2004 R985.4 million
2005 R1.2 billion
2006 R1.3 billion
2007 R1.7 billion
2008 R2.3 billion
2009 R3.1 billion
2010 R3.6 billion
2011 R5.6 billion
2012 R7.7 billion
2013 R8.7 billion
2014 R9 billion

 
Source:  2014/2015 NSFAS Annual Report
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TOWARDS AN ECLECTIC INSTRUMENT FOR GAUGING 
STUDENT EDUCATIONAL OUTCOMES 

ABSTRACT

There is no single best way of measuring the effectiveness of 
a higher education institution (HEI). This fundamental reality 
stems from the recognition that, like most social systems, 
HEIs have multiple stakeholders, who might hold different, 
sometimes competing conceptions of what constitutes 
effectiveness. A paradox exists in the role of students 
as stakeholders in education. While many argue that 
educational institutions exist primarily to serve the interests 
of students evidence of the vulnerability of students in the 
power relationship with regard to other primary stakeholders 
within HEIs persists 

By affirming the primacy of student interests as the focus of 
institutional effectiveness as point of departure, this study 
aims to propose a comprehensive instrument for evaluating 
four educational outcomes, namely, educational satisfaction, 
academic achievement, student retention and employability. 
In order to set a conceptual foundation for the study, the 

paper starts with a review of approaches to understanding the 
effectiveness of higher education institutions before zeroing 
in on the institutional determinants of students’ educational 
outcomes. Then, using data from the quantitative component 
of a broader mixed method study, the factor structure, 
reliability and validity of an originally developed instrument 
for measuring the above-mentioned educational outcomes 
are demonstrated. 

The significance of the present study is that it offers 
researchers a simple, yet comprehensive instrument for 
collecting credible data for monitoring or evaluating student 
outcomes. Such data are critical for assessing the benefits 
that accrue to students from an educational institution. More 
broadly, it might provide a basis for assessing the contributions 
which institutions make to national higher education goals.

Keywords: Educational satisfaction; Academic 
achievement; Student retention; Employability; Factor 
structure.
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INTRODUCTION

The effectiveness of a higher education institution (HEI) 
can be viewed from diverse perspectives and within 
each perspective, there might be multiple indicators by 
which effectiveness can be demonstrated. Using the 
primacy of student educational outcomes as a focal 
measure of institutional effectiveness, this paper explains 
the processes followed in composing and validating 
an instrument for gauging students’ perceptions of four 
educational outcomes, namely, educational satisfaction 
(ES), academic achievement (AA), student retention 
(SR) and employability (EM). These four constructs are 
selected for two main reasons; firstly, their prevalence 
and importance in higher education research globally and 
secondly, their significance in the context of South Africa’s 
higher education and broader development goals. 

A conceptual rationale for the choice of the four constructs 
included in the proposed instrument is established 
through a systematic review of prior research on the 
various approaches to institutional effectiveness and 
the determinants of the respective constructs. Among 
other matters, the review process highlights the need 
for an instrument which combines the benefits of ease 
of application with the potential to yield comprehensive 
evidence of student benefits from higher education. 
The reliability and validity of the instrument is then 
demonstrated using appropriate analytical techniques. 
Finally, implications of the study for further research and 
higher education management are discussed. 

PROBLEM STATEMENT

Higher education literature has for long been replete with 
studies aiming to advance understanding of the ways in 
which the core interests of students in higher education 
can be advanced. Accordingly, there is a large and growing 
body of literature dealing with matters ranging from more 
specific themes such as student satisfaction (Negricea, 
Edu, & Avram, 2013; Schreiner, & Nelson, 2013) to 
broader constructs such as graduateness (Nagarajan & 
Edwards, 2014; Spronken-Smith, Bond, McLean, Frielick, 
Smith, Jenkins, & Marshall, 2013). However, and probably 

in response to the requirement for academic papers to 
be specific in the issues they address, researchers often 
tend to address individual student educational outcomes 
in isolation; thus obscuring the interrelatedness amongst 
them. For example, though instructive, the scope of Maddox 
and Nicholson’s (2008) Business Students Satisfaction 
Inventory (BSSI) is limited to student satisfaction. Worse 
still, published material frequently contains the resulting 
data and its analysis but without an exposition of the 
nature of the instruments used in collecting such data. 
This poses two main problems: Firstly, such single-
dimension studies are of limited value to the institutional 
researcher seeking a credible instrument to measure 
multiple dimensions of educational outcomes. Secondly, it 
constraints the transferability of the resulting information, 
as the comparability of the source data cannot be assured.   

One way of addressing this twin-problem is for researchers 
to expose the processes involved in the development and 
validation of the data collection instruments, so that the 
confidence of users of the resulting knowledge can be 
enhanced. 

RESEARCH OBJECTIVES

This paper has as primary objective, to explain the design 
and demonstrate the factor structure and credibility of 
an instrument for surveying student perceptions of four 
selected educational outcomes from a higher education 
institution. In pursuit of this primary objective, the paper 
addresses the following secondary objectives:

• Review prior literature to identify key institutional 
determinants of selected educational outcomes 
which students mostly desire from higher education 
institutions;

• Explicate the components of a questionnaire designed 
to capture student perceptions of the selected 
educational outcomes;

• Demonstrate the reliability and construct validity of the 
questionnaire using survey data; and
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• Highlight the implications of the proposed instrument 
for management and further research.

LITERATURE REVIEW

An understanding of what constitutes the effectiveness 
of a higher education institution can be approached from 
multiple perspectives. The first part of this review outlines 
the main approaches to understanding institutional 
effectiveness, before explaining the approach adopted for 
the present study.

Approaches to institutional effectiveness in 
higher education 

To be effective is to do the right things (Kotter, 2012); 
which in the context of a HEI, are the things that contribute 
to the attainment of the institutional mission. But that 
is where the simplicity of the definition of institutional 
effectiveness ends and its complexity begins, as what 
constitutes ‘the right thing’ or even the right set of goals 
is often highly contested, depending on what perspectives 
of institutional effectiveness prevail. A review of existing 
literature indicates six pertinent approaches to analysing 
institutional effectiveness, which, even though they might 
originate from the broader domain of organisational theory, 
are applicable to higher education.

The system resource approach 

Introduced by Yuchtman and Seashore (1967), this 
approach defines effectiveness in terms of the capacity to 
exploit scarce resources from its environment, necessary 
for the effective functioning of the institution. This 
approach assumes a clear understanding of the nature of 
the relationships between the inputs to be acquired and 
the outputs to be produced by the institution (Ashraf & 
Kadir, 2012). For a higher education institution, evaluating 
institutional effectiveness using this approach might focus 
on the institution’s ability to source adequate funding, 
acquire suitably qualified and experienced staff and 
attract high calibre students. In South Africa, the resource 
capacity of individual institutions often depends on factors 
such as the ownership and governance models (e.g. 

private versus public institutions) and the resultant funding 
and cost structures. On aggregate, public universities are 
widely believed to be better resourced than their private 
counterparts; a view which is likely to come under more 
scrutiny as the impact of declining state subsidies for 
higher education is exacerbated by nation-wide student 
resistance against increases in tuition fees.  

The internal process approach 

Originated by Pfeffer (1977) and Steers (1977), this 
approach defines effectiveness in terms of the internal 
characteristics, decision-making processes and 
functioning of the organisation (Horn, 2013; Shilbury & 
Moore, 2006). A critical assumption of this approach is that 
internal processes and procedures can be clearly linked to 
outputs (Cameron & Quinn, 2011). In a higher education 
institution, this approach might be prioritised with a view to 
enhancing the efficiency of student academic support as a 
means of promoting student satisfaction (Ashraf & Kadir, 
2012). In advocating this approach, Koopmans (2014) 
argues that by focusing on the processes, the creativity of 
those involved in designing and delivering education might 
be enhanced.    

The goal approach 

Heralded as arguably the most widely used model of 
effectiveness in organisational development practice 
(Balduck & Buelens, 2008), this approach views 
effectiveness as the extent to which the outputs of an 
organisation meets its goals. It assumes that there must 
be a shared understanding and commitment to the goals 
to be targeted (Ashraf & Kadir, 2012). However, Ashraf 
and Kadir (2012) caution about the direct suitability of this 
approach in higher education institutions, where goals 
(or relevant effectiveness criteria) are often both hard to 
clearly define and contested.

The strategic constituency approach 

Also called the participant satisfaction approach, this 
view was first introduced by Cameron (1978) and further 
developed by Quinn and Rohrbaugh (1983). It adopts a 
more interpretivist paradigm which focuses on whose 
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interest(s) should be prioritised in defining effectiveness 
criteria. A fundamental principle of this approach is that 
the various stakeholders of an organisation might value 
different outcomes and therefore, diverse views must 
be considered in defining effectiveness criteria for any 
organisation (Balduck & Buelens, 2008). As Ashraf 
and Kadir (2012) appropriately argue, the stakeholder 
approach to effectiveness integrates the concept of 
social responsibility and might be readily attractive for 
application in higher education environments where 
effectiveness often has to be adjudged through the eyes 
of multiple constituents, both internal and external to the 
institution.

In South Africa, the importance of corporate clients (that 
is, companies who enter into contractual agreements 
with HEIs for their education and training needs) as 
stakeholders in higher education is becoming more evident 
across most HEIs. Such importance is amplified for private 
HEIs as such relationships might have a bigger impact on 
their total budgets and academic processes.    

The competing values approach (CVA)

Developed by Quinn and Rohrbaugh (1981; 1983), the 
CVA defines organisational effectiveness in terms of the 
extent to which the values which underpin organisational 
behaviour are congruent with its goals. The approach is 
based on three categories of value dimensions, with each 
category composed of two competing values as follows 
(Quinn & Rohrbaugh, 1981: 131-132):

• Organisational focus, which might range from the 
wellbeing and development of people within the 
organisation (i.e. internal focus) versus the wellbeing 
and development of the organisation itself (i.e. 
external focus);

• Organisational structure, with flexibility versus stability 
as the competing values; and

• Organisational means and ends, which focuses on 
the means (or processes) of the organisation versus 
the ends (or outcomes) (see also Balduck & Buelens, 
2008).

Cameron and Quinn (2011) demonstrate the CVA as 
a cultural perspective to understanding organisational 
effectiveness. 

The value added approach 

This approach is unique in that it was originally developed 
from a higher education context. It is based on the thesis 
that the impact of a higher education institution can best be 
demonstrated by the enhancement in outcome variables 
such as knowledge, skills, values and psychosocial 
characteristics of the student as a direct consequence of 
engagement with the institution. The early development 
of this approach is credited to Astin’s (1975; 1993) Input 
– Environment – Output (IEO) model which was later 
extended by Pascarella (2001) as illustrated in Table 1 
below:

TABLE 1: THE VALUE ADDED APPROACH TO INSTITUTIONAL EFFECTIVENESS

Astin’s original (IEO) contribution Pascarella’s enhancement

Input assessment Environmental/Process 
assessment Output assessment Effect/Impact assessment

Students’ pre-entry 
attributes – e.g. National 
Senior Certificate score, 
talents, skills, values.

Changes (i.e. cognitive, 
psychosocial, morals, 
values and attitudes) 
experienced during higher 
education.

What students leave a 
higher education

institution with, in respect 
of gains in cognitive, 
psychosocial, morals, 
values and attitudes

What attributes alumni 
apply in their work and 
living environments are 
directly attributable to higher 
education?

Adapted from: Bitzer (2003:166)
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Drawing from the contributions outlined in Figure 1 above, 
and in conjunction with other theories including Tinto’s 
(1993) longitudinal model of institutional departure as well 
as Davies, Knoesen and Nock’s (2001) pioneering initiative 
(in the South African context), Bitzer (2003) proposed the 
South African Wellness model (SAW) as a comprehensive 
strategy for assessing transformational change within 
South African HE students. This model which has been 
operationalised through the University of Stellenbosch’s 
Alpha-Omega process offers a mechanism for evaluating 
the ways and extent to which students change (based on 
their perceptions) in the course of their journey through a 
higher education institution (Bitzer, 2003). 

In conceptualising institutional effectiveness, this study 
draws primarily from two of the approaches reviewed 
above, namely:

• The internal process approach – as the internal 
characteristics and processes of an institution could 
be instrumental in determining the educational value 
that can accrue to students; and 

• The strategic constituency approach – as a strategic 
choice is made to prioritise the aspirations and views 
of the students, as they ultimately, have to live with 
the consequences of what happens during their 
journey through a higher education.

These two perspectives and the institutional determinants 
of the selected student educational outcomes identified in 
the subsequent paragraphs underpin the choices of items 
canvassed in the proposed instrument, as illustrated in 
Table 8.

The nature and determinants of the selected 
student educational outcomes

A review of recent higher education literature highlights the 
importance of four outcomes that students pertinently seek 
from their engagements with HEIs. As defined elsewhere (see 
Ayuk & Usher, 2015), these include academic achievement, 
educational satisfaction, student retention and employability. 
These outcomes symbolise institutional effectiveness, which 
in turn contributes to the quality of higher education provision. 

Although both individual (i.e. student) and institutional factors 
are known to influence all the aforementioned outcomes, this 
study focuses on the latter.

Academic achievement

As an educational outcome, student academic achievement 
can be indicated by objective measures such as term marks 
(Gibbs, 2010) or subjectively, based on student perceptions 
of the gains in knowledge, skills and attitudes attributable to 
the engagement with an institution or learning programme 
(Guay, Ratelle, Roy & Litalien, 2010). Prior research 
attributes the academic success of students to a variety 
of institutional factors. Major factors in this regard include 
institutional culture and more pertinently, the classroom 
emotional climate and student engagement (Kuh, 
Jankowski, Ikenberry & Kinzie, 2014; Reyes, Brackett, 
Rivers, White & Savoley, 2012); extrinsic motivation (Guay, 
Ratelle, Roy and Litalien, 2010) and institutional processes 
and presage variables (Gibbs, 2010).

Educational satisfaction

Viewed as an effectiveness indicator, the construct of 
educational satisfaction (ES) emphasizes the student’s 
role as consumer of the educational service and relates 
to the student’s total experience of both the academic 
and supporting elements of delivery. Pertinent institutional 
factors known to influence educational satisfaction include 
institutional culture (Kuh, Jankowski, Ikenberry & Kinzie, 
2014) as well as the perceived quality of educational 
outcomes and the levels of academic, administrative and 
technical support (Maddox and Nicholson, 2008; Temple, 
Callender, Grove & Kersh, 2014). Additionally, Khiat (2013) 
reports that the difference in levels of satisfaction reported 
by students might lie in the student type – that is, traditional 
versus non-traditional students, as they might have different 
expectations of the institution. 

Student retention

Student retention denotes both the ability of students 
to continue in their studies (i.e. persistence) as well as 
their loyalty to a particular institution. As Fontaine (2014) 
elegantly explains, students enter a university with certain 
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needs and only institutions which understand and can meet 
such needs retain students to the successful completion of 
their courses. Angulo-Ruiz and Pergelova (2013) succinctly 
echo the thoughts of several others (see for example, Fares, 
Achour & Kachkar, 2013; Von Treuer and Marr, 2013) in 
identifying four paramount institutional factors influencing 
student persistence and loyalty, namely, instructional 
effectiveness, peer interaction, academic integration and 
institutional image.  

Employability

The possibility of enhancing an individual’s capacity for 
gainful employment is probably the most practical reason 
most people seek higher education qualifications (Yorke, 
2010). Central among an institution’s capacity to promote 
employability of its students or graduates are the quality of 
content knowledge and skills which students gain through 
their educational experience (Dacre Pool & Sewell, 2007; 
Yorke, 2010). Additionally, and especially for traditional 
students with no prior work experience the quality of work-
related learning and work readiness support programmes 
are of prime importance in easing the path from college to the 
workplace (Pegg, Waldock, Hendy-Isaac & Lawton, 2012).  

The institutional determinants of the four elements of 
institutional effectiveness outlined above highlight some 
focal input variables against which student educational 
outcomes can be analysed and thus inform the basis 
on which the items included in the questionnaire are 
conceptualised. 

RESEARCH METHODOLOGY

The proposed instrument is a questionnaire designed for use 
in a survey of student perceptions of institutional effectiveness 
in respect of four educational outcomes, as earlier identified. 
In designing the questionnaire, it is hypothesised that each 
of the four selected outcomes is a distinct indicator of 
institutional performance valued by students.

Accordingly, the relevant segment of the instrument (besides 
the initial section which focuses on demographic and 
other data), is made of four constructs, each representing 

one of the four outcome variables. Each construct in turn 
comprises of multiple items, each of which is designed to 
elicit the student’s perception of the value they derive as a 
result of their engagement with the institution in the course 
of their studies.

The questionnaire was piloted and tested in a survey of 
students at a South African private higher education in 
2014. Four schools at the institution (labelled Schools A to 
D for purposes of anonymity) were purposively selected for 
the study; the main selection criterion being that the schools 
had been in existence for at least five years. Within each 
participating school, the participation of all students who had 
completed at least one semester was solicited, following the 
self-selection sampling method (Creswell, 2014; Saunders, 
Lewis & Thornhill, 2012). Thirty-nine students participated 
in a pilot survey, whose outcomes were used to enhance 
the structure and clarity of the instrument, prior to the final 
survey, which attracted 807 usable questionnaires. Both the 
online and paper based distribution of the questionnaires 
was employed. The data were captured and analysed using 
SPSS version 22.0 (IBM, 2013). 

The initial instrument contained 26 five-point Likert scale 
(i.e. 1 = strongly disagree; 2 = disagree; 3 = Neutral; 4 = 
Agree; 5 = strongly disagree) items distributed across the 
four constructs as shown in Table 2 below.

Table 2: Initial structure of the questionnaire 

Construct No. of items before 
EFA

Academic achievement 7
Employability 6
Educational satisfaction 7
Student retention 6
Total 26

The reliability of items within each construct was 
determined by the Cronbach alpha coefficient while the 
construct validity of the instrument was interrogated using 
Principal Components Analysis (PCA) (Pallant, 2007), with 
Kaiser’s (1960) criterion, the scree test (Cattell, 1966) and 
parallel analysis (Horn, 1965) employed as techniques for 
validating the optimal number of factors to retain.  
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The demographic characteristics of the participant sample is outlined in Table 3:

TABLE 3: DEMOGRAPHIC PROFILE OF THE PARTICIPANT STUDENT SAMPLE 

 Variable Frequency (N) Percent (%)

Gender Female 461 57.1
Male 315 39.0
System (unidentified)* 31 3.8

                                                                                   Total                               807 100.0
Mode of delivery

 

Distance learning 212 26.3
Contact learning - Fulltime 150 18.6
Contact learning- Part-time 128 15.9
Contact learning -Block release 296 36.7
System (unidentified) 21 2.6

                                                                                    Total 807 100.0
School School A 316 39.2

School B 81 10.0
School C 222 27.5
School D 177 21.9
System (unidentified) 11                1.4

                                                                                   Total 807  100.0
Age group ≤ 24 285 35.3

25 – 34 277 34.3
35 – 44 127 15.7
≥45 45 5.6
System (unidentified) 73                   9.0

                                                                                   Total 807 100.00
Work experience Has work experience 694 86.0

No work experience 92 11.4

System (unidentified) 21 2.6

                                                                                   Total 807 100.00
Admission route Direct entry 678 84.0

Recognition of prior learning (RPL) 90 11.2

System (unidentified) 39 4.8
                                                                                    Total 807 100.00

* Denotes questionnaires in which the participant did not specify the data item
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RESULTS AND FINDINGS

In order to address the objectives of this paper, this section 
appositely focuses on the reliability, construct validity and 
resulting factor structure of the proposed instrument.

Instrument reliability 

The internal consistency of items within the respective 
constructs as indicated by the Cronbach’s alpha (α) 
coefficient yielded the following results:

TABLE 4: INTERNAL CONSISTENCY OF THE INSTRUMENT

Construct

Pre-test statistics

Post-test statisticsTheoretical  
constructs 

Empirical 
constructs

N α No. of 
items α No. of 

items α No. of items

Academic achievement 757 0.803 7 0.767 3 0.767 3

Educational satisfaction 785 0.873 7 0.889 10 0.872 8

Student retention 772 0.886 6 0.886 6 0.886 6

Employability 752 0.889 6 0.889 7 0.889 6

The pre-test statistics distinguish between the 
theoretical constructs (i.e. the allocation of items 
into various constructs as initially theorised) and the 
empirical constructs which emerged from the data, as 
indicated by the factor loadings. The post-test statistics 
were obtained after items with factor loadings less 
than .4 were removed (Pallant, 2007: 192). In all three 
phases of analysis, α values exceeded the admissible 

threshold of .7 (DeVellis, 2003), thus indicating that 
the items within each cluster reasonably measured the 
same construct.

Factor structure and construct validity

In order to test the suitability of the data for EFA, two tests 
were conducted with the following results:

TABLE 5: RESULTS OF EFA SUITABILITY SCREENING 

Kaiser-Meyer-Olkin (KMO) measure of sampling adequacy. .939

Bartlett’s test of sphericity Approx. Chi-Square 9411.943

df 325

Sig. 0.000
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Both statistics exceed the minimum requirements for 
conducting factor analysis, namely, an index of .6 (for 
KMO) and p < .5 for Bartlett’s test (Pallant, 2007:181). 
An application of principal axis factoring on the initial 
dataset (based on the 26-item questionnaire), indicated 

that only four factors meet Kaiser’s (1960) criterion of 
Eigen values greater than one and may be retained for 
further analysis (Velicer, 1976:322). The results are shown 
in Table 6 below.

Table 6: Initial factor extraction  

Total variance explained

Factor

Initial Eigenvalues Extraction Sums of Squared Loadings
Rotation Sums 

of Squared 
Loadings

Total % of 
Variance

Cumulative 
% Total % of 

Variance
Cumulative 

% Total

1 9.998 38.454 38.454 9.541 36.698 36.698 7.270

2 2.377 9.142 47.597 1.963 7.552 44.250 6.320

3 1.736 6.677 54.274 1.288 4.954 49.204 3.923

4 1.404 5.401 59.674 .945 3.633 52.837 6.613

5 .908 3.494 63.168

6 .852 3.276 66.444

….

26 .197 .759 100.000

Factors 7 to 25 have been omitted from Table 6 for the 
sake of brevity, as is the case with similar Tables below. 
The results show that together, the four principal factors 
(Eigenvalue > 1) collectively explain just under 60% of 
total variability in student perceptions of the quality of the 
educational outcomes they derive from the institution.

Similarly, a scree plot (Cattell, 1966; Pallant 2007) of 
the data reveals the occurrence of four principal factors 
as indicated in Figure 1 below.
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FIGURE 1: DISTRIBUTION OF FACTORS BY EIGEN VALUES

Four data points lie above the elbow of the curve; thus indicating the existence of four non-trivial factors.
Monte Carlo PCA parallel analysis also indicates a four-factor structure for the data, as illustrated in Table 7.

Table 7: Comparison of Eigen values from EFA and corresponding values from parallel analysis using Monte Carlo PCA

Factor No. Initial Eigen value (a) Criterion value from parallel 
analysis (b) Decision

1 9.998 1.3612 Accept

2 2.377 1.2903 Accept

3 1.736 1.2209 Accept

4 1.404 1.1755 Accept

5 .908 1.1489 Reject

6 .852 1.1234 Reject

…
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Again, only four factors satisfy the relevant decision 
criterion of a > b (Horn, 1965; Pallant, 2007:191).

The pattern matrix from PCA confirms the four-factor 
structure of the data and more pertinently, highlights 

the distribution of the respective items across the four 
constructs of the questionnaire. Upon inspection of the 
pattern matrix and dropping of items with loading strength 
of less than .4 (Pallant, 2007: 192), the pattern shown in 
Table 8 emerged:

TABLE 8: PATTERN MATRIX AFTER DROPPING LOW LOADING ITEMS

 Item 
code*  Item description 

Factor  loadings

1 2 3 4

es17 I am satisfied with the quality of academic support (i.e. 
tutor line, online forum, workshops, etc.) provided by 
the institution.

.715 .029 -.014 -.005

es19 The institution provides an appropriate variety of 
opportunities to stimulate learning and personal 
development of the student.

.708 .017 -.031 .116

es20 The institution’s teaching and learning environment 
is centered on the needs of students. .703 -.026 .026 .092

es18 I am satisfied with the quality of administrative 
support (i.e. registration, accounts, assessments, 
logistics, query handling, etc.) provided by the 
institution.

.657 -.102 -.048 .090

aa6 The institution strives to continuously improve on 
the level of student academic achievement. .575 .105 .157 .042

es16 I am satisfied with the quality of learning materials 
(e.g. study guides and textbooks) provided or 
prescribed by the institution. 

.565 .180 -.023 -.012

es15 I am satisfied with the quality of academic 
instruction (i.e. facilitation, teaching or lecturing) at 
this institution.

.480 .224 .040 .029

aa5. The standard of assessments has been consistent 
across all the modules I have taken in my current 
qualification.

.410 .085 .219 -.044

em10 My current studies enable me to work effectively 
with others. -.003 .819 -.018 .025

em13 My current studies enable me to communicate more 
effectively .053 .791 -.041 -.005

em9 My current studies enable me to think critically and 
analytically. -.075 .736 .060 .124

em12 My current studies improve my willingness and 
ability to solve complex real-world problems. .023 .705 .014 .025

em11 My current studies improve my ability to learn 
effectively on my own. .159 .635 .033 -.026
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em8 My current studies equip me with (potentially) work-
related knowledge and skills. .050 .514 .049 .142

aa2 My marks truly reflect the standard or level of 
learning I have achieved. .014 -.063 .825 .022

aa1 In general, I am satisfied with my level of academic 
achievement as reflected in my end of semester 
marks.

-.062 -.057 .805 .068

aa4 I believe that academically, I am achieving to the 
best of my ability. .079 .214 .507 -.068

sr24 Even after my graduation, I would like to be a part 
(in any way possible) of the future of this institution. .022 .041 .019 .777

sr26 If I were to make the decision all-over, I would still 
choose to study at this institution. .193 -.096 .032 .743

sr22 I recognise that taking personal responsibility for 
my academic engagement is important for me to 
continue studying with this institution.

-.070 .105 .013 .653

sr25 I would recommend the institution to any 
prospective student. .284 -.017 -.013 .624

sr21 The prevailing learning environment encourages me 
to continue studying with this institution. .325 -.094 .058 .624

sr23 I recognise that taking personal responsibility for my 
social engagement is important for me to continue 
studying with this institution.

-.088 .167 .021 .597

 

Extraction method: Principal axis factoring; Rotation 
method: Oblimin with Kaiser normalization.

* es = Educational satisfaction; aa = Academic 
achievement; em = employability; sr = Student retention.
A clear pattern emerges in Table 9, with each item loading 
strongly in only one component, each of which includes 
three or more items, thus confirming the validity of a 
four-factor solution for the dataset (Pallant, 2007:192). 

Two items (i.e. aa5 and aa6) which were initially thought 
to be indicative of academic achievement were found 
 to be more indicative of educational satisfaction instead.  

The removal of low loading items improved the total 
variance explained by the data by almost two percent 
to 61.78% (see Table 10), which exceeds the required 
threshold of 60% (Field, 2013:677).
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TABLE 9: TOTAL VARIANCE EXPLAINED AFTER DROPPING LOW LOADING ITEMS

Total variance explained

Factor
Initial Eigenvalues Extraction Sums of Squared Loadings Rotation Sums of 

Squared Loadings

Total % of 
Variance

Cumulative 
% Total % of 

Variance
Cumulative 

% Total

1
8.828 38.382 38.382 8.385 36.457 36.457 6.408

2
2.312 10.052 48.435 1.901 8.264 44.721 5.572

3
1.678 7.297 55.732 1.250 5.433 50.155 3.206

4
1.391 6.047 61.779 .931 4.046 54.200 5.940

5
.869 3.778 65.556  

6
.845 3.673 69.230  

7
.725 3.153 72.383  

8
.624 2.715 75.097  

9
.577 2.507 77.604  

10
.514 2.233 79.837  

…

21
.256 1.115 98.026  

22
.251 1.090 99.117  

23
.203 .883 100.000  
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To summarise, the results highlight the possibility that 
each of the four constructs represents a unique measure 
of institutional effectiveness in the students’ minds; thus 
validating the initial students’ outcomes factors structure 
that was theorized at the onset of the study.

IMPLICATIONS FOR MANAGEMENT AND 
FURTHER RESEARCH

The results presented herein cannot claim to be applicable 
universally as they are based on data derived from one 
institution, whose student profile might differ from those of 
other institutions. Nonetheless, by detailing the process of 
instrument design as well as demonstrating its reliability 
and credibility in a specific context, this paper offers 
institutional researchers and academic managers a simple 
tool that can be considered in the quest for credible data 
on the selected student outcomes.

A credible data collection instrument is imperative for 
the generation of quality information on which academic 
leaders and managers can make evidence-based 
decisions on matters such as instructional design, 
design of academic support programmes as well as work 
readiness programmes.
The proposed instrument might also be a starting point for 
other interested researchers to test the appropriateness 
and credibility of its use in different contexts and by so 
doing, contribute towards a more comparable body of 
knowledge on what we know about the ways and extent to 
which HEIs serve the educational needs of their students.    

CONCLUSION
This paper demonstrates the theoretical and construct 
validity of four distinct, yet related student educational 
outcomes. By touching on multiple outcomes, it facilitates a 
more comprehensive interrogation of different dimensions 
of institutional effectiveness, as commonly perceived by 
students.

The proposed instrument itself is by no means conclusive. It 
is hoped that it will draw responses from other researchers 
that will contribute towards a more robust and more widely 
applicable instrument, which might enable the production 

of more comparable results. By so doing, the dividends 
from such studies can be more widely shared.  
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ABSTRACT

Creative people are described as individuals working in an 
art-centric business to create social and economic value. 
This theoretical paper examines the various career options of 
creative individuals and the factors that influence their career 
choices. The unique skills and competencies of creative 
people are first set out, before proceeding to explore the 
types of creative career options available, and the modes of 
deployment of creativity that they offer. 

The review of the literature concludes that the career 
options of creatives are influenced by several of their unique 
attributes as creative people. These attributes influence the 
choices that they make with regard to careers; both in terms 
of formal employment and entrepreneurial careers. It also 
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considers how these attributes favour freelance and project 
work rather than formal permanent employment, based 
on the various notions of success experienced by creative 
people. These success factors also relate to the values held 
by the creative person, as well as the value created through 
their careers. Furthermore, the review of the literature, also 
highlighted that it is more important for creative entrepreneurs 
to achieve autonomy and professional acknowledgement, 
than economic value through their business. Various options 
for the deployment of creativity in different types of careers 
are illustrated.  Recommendations for further research are 
made to explore the decisions that creatives make, and how 
these have shaped their career paths.

Key words: Artistic Creatives, Career Options, Creative 
Characteristics, Deployment of Creativity. 
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INTRODUCTION

Scholars have developed a number of definitions of 
creativity, according to their particular interest in the 
topic (Sternberg, 1988). Creativity refers to either (1) 
the creative environment, (2) the creative product, (3) 
the creative process or (4) the creative person (Rhodes, 
1961 in Neethling, 2000 and Mooney, 1963 in Sternberg, 
1988). This paper is interested in the creative person, 
and also refers to this creative person as a creative.

Furthermore, the focus here is specifically on artistic 
creatives (Bilton and Leary, 2002, Yi et al., 2015) where 
such a creative person will use their creativity in an 
‘art-centric business’ (Parkman et al., 2012) within the 
creative industries (Joffe and Newton, 2007). Parkman 
et al. (2012) describes a creative industry as one which 
has innovative activities that set out to create social and 
economic value wherein creativity is the enterprise. Art-
centric businesses are those businesses that place high 
value on art and creativity (Parkman et al., 2012, Smith 
and Warfield, 2008). The creative arts industries include 
architecture, design (Jones et al., 2016), performing art, 
fine art and entertainment (Parkman et al., 2012) but 
exclude science, engineering and technology (Grodach, 
2010). Creativity that brings about novel ideas and 
products takes place on an individual level (Zampetakis, 
2008) and needs innovation to create economical value. 
Innovation is therefore ‘the successful implementation of 
creative ideas by an organization’ (Amabile, 2009: 482). 
Consequently, an artistic creative (Yi et al., 2015) is an 
individual creative person aspiring to use artistic creativity 
in a useful way to develop a product (Jaussi and Benson, 
2012, Koç, 2014) where such a creative will be deploying 
their creativity in an ‘art-centric business’ (Parkman et 
al., 2012) within a creative industry (Joffe and Newton, 
2007) to create social and economic value (Parkman et 
al., 2012). An example of this within the fashion industry 
is creative and artistic design, which is art centric; as 
opposed to a fashion retailer, which is also within the 
fashion industry (Joffe and Newton, 2007), but does not 
employ artistic creativity in its operations, as it sources 
ready-made clothing items and the staff focus on selling 
these clothing items. Similarly, employees involved in the 
mass production of clothing have little room for creativity, 

compared to a dressmaker who produces custom made 
clothing items.

Given their particular emphasis on, and valuing of creativity, 
it is thought that creative people could be unique in the 
way that they identify and weigh up their various career 
options. The purpose of this theoretical study is therefore 
to conduct a review of the literature in order to (1) identify 
the unique characteristics and skills of artistic creative 
people, (2) to identify the main career options of artistic 
creative people spanning both entrepreneurial careers 
and formal employment alternatives, and (3) to determine 
how artistic creativity can potentially be deployed in these 
different career options.

UNIQUE CHARACTERISTICS AND SKILLS 
OF ARTISTIC CREATIVE PEOPLE

Within their careers, creative people can employ either 
managerial or artistic creativity. Managerial, or general 
creativity is typically used in everyday decision making, 
problem solving and brain storming (Neethling, 2013, 
Sternberg, 1988). On the other hand, artistic creativity is 
the creativity that is behind all great artistic and scientific 
discoveries (Bilton and Leary, 2002). A typical creative is 
an individual who employs artistic creativity in a process 
of developing a useful and new product or service (Koç, 
2014, Jaussi and Benson, 2012).

Artistic creative people have several distinguishing 
characteristics. It has already been noted that one of the 
key attributes that creatives have is creativity. Acar and 
Runco (2012) clarifies that ideas and originality, depend 
upon and are inspired by knowledge, experience and the 
creative’s immediate environment. Apart from creativity, 
there are two other crucial attributes needed by creative 
people, namely technical skill and autonomy. 

Firstly, technical skill that is suitable for artistic creation is 
required (Gelhar, 2005), such as in the case of a painter who 
must know how to draw and apply paint and other mediums 
to an artwork. The creative obtains these technical skills 
through (1) studying in a creative field (Simonton, 2012), (2) 
receiving informal training, (3) self-training, or (4) they may 
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have a natural ability to create. Creative people embrace 
new and original idea generation (Amabile, 2009) geared 
towards furthering their professional development. It is 
through experimenting (Acar and Runco, 2012) and risk-
taking (Miran et al., 2004) that technical skill and creativity 
is enhanced.

Another important attribute of creatives is their preference 
to work independently, or to self-govern (Chen et al., 
2015, Chu et al., 2015, Donald et al., 2013, Florida, 2012, 
Bridgstock, 2009, Hackley and Kover, 2007, Giacalone 
and Jurkiewicz, 2004, Miran et al., 2004, Helson, 1996). 
This can be understood from the perspective of autonomy 
as a career anchor. An individual’s career anchor is the 
self-concept of (1) self-perceived talents and abilities; 
(2) basic values; and (3) a sense of motives and needs 
that develop as the individual gain occupational and life 
experience (Schein, 1996). Once an individual’s self-
concept is formed, it stabilizes or anchors the choices 
made with regard to career, family and self-development. 
Autonomy is one such a career anchor. Hoff et al. (2012) 
defines autonomy as the perception of freedom from 
external constraints on the behaviour of the creative. Due 
to the creative’s high regard for this autonomy, it often acts 
as an enabler to start an entrepreneurial business (Jaussi 
and Benson, 2012).

This theoretical paper examines the career options 
of creatives and various personal characteristics that 
influence their career. Keeping these various influences in 
mind, the paper then identifies various types of creativity 
and the ways in which the creative can deploy this creativity. 

TYPES OF CREATIVE CAREER ROUTES: 
ENTREPRENEUR VERSUS EMPLOYEE

As basic career options, creatives can either seek 
employment in an organization, where the job requires 
them to utilize their artistic creativity to meet organizational 
objectives, or they can start their own enterprise as a 
creative entrepreneur (Jaussi and Benson, 2012). That 
is, the creative who creates an original product within 
a creative industry, is not necessarily employed in the 

industry, nor involved with the innovation to deliver the 
product to the market (Koç, 2014, Zampetakis, 2008) 
since innovation is an organizational concern (Jaussi and 
Benson, 2012). The various forms of entrepreneurship 
that the creative can embark upon are discussed next, 
followed by the various employment alternatives.

Entrepreneurial Career Options

The options within the entrepreneurial type of work, 
include (1) running a single-person operation without 
employing anyone else, (2) outsourcing or contracting 
out some aspects of the production, (3) automation of 
production, (4) employing others, and (5) networking 
within a subsection of the creative industry (Burke, 2013, 
Gelhar, 2005). Bridgstock (2009) and Jaussi and Benson 
(2012) explain that creatives are often self-employed 
due to the short-term project-based employment nature 
of the industry. Chen et al. (2015:906) define a creative 
entrepreneur as “the founder who establish and remain in 
charge of a business in a creative industry”. 

Firstly, creatives choosing to run a single person operation 
without employing anyone else, will have the advantage 
of complete autonomy and will not have to lead anybody 
(Jaussi and Benson, 2012). This makes it ideal for single 
ventures. The disadvantage of entrepreneurship is that it 
might not be by choice, but necessity (Oakley, 2014). Jaussi 
and Benson (2012) questions whether all creatives are 
driven by an entrepreneurial anchor, and refers to a tension 
between the jobs that creatives do and their career path. 

Secondly, when a creative decides to outsource or 
contract out some of the business operations, it allows 
the use of specialists for certain aspects of the production 
or management of the business. Many creatives also 
outsource amongst each other within a network of 
creative industries, and thus allow specialization and 
focus on the product creativity (Oakley, 2014). Lampel and 
Germain (2016) explains how outsourcing has become a 
mainstream strategy in the creative sector, rather than an 
exception. 

Thirdly, automation of artistic creative work can arise. 
However, automation of artistic creative operations seems 
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to be limited to processes such as AutoCAD design, and 
for example in the fashion industry: fabric embellishment, 
and raw material handling and processing (Sen, 2008). 
Automation during the creative product manufacturing 
processes still requires skilled creative labour, which 
might mean that the cost of automation and the benefits 
achieved are not balanced (Onnasch, 2015). Bilton and 
Leary (2002) claimed the main objection to automation 
seems be that machines may constrain the creativity 
of a creative, and therefore creatives might not want 
to use automation for creative product development. 
Furthermore, they might not be able to afford automation 
as an outsourcing alternative to manufacturing, due to the 
high costs that might be incurred. 

Fourthly, creatives can run an entrepreneurial business 
by employing others, but Jaussi and Benson (2012) 
suggests that many creatives prefer not to employ others, 
because of their aversion to leading others (Boyatzis, 
2008). When it comes to employing others, the creative 
may experience conflict between their own creative 
work and their managerial work (Burke, 2013, Parkman 
et al., 2012). Creatives might prefer to do the creative 
work themselves, and not provide sufficient managerial 
guidance to the employee, especially other creatives, who 
characteristically do not adhere well to rules (Miran et al., 
2004), require some autonomy (Vessey et al., 2014), and 
may not perform well when tasks require a high level of 
accuracy (Miran et al., 2004). 

Finally, creatives can operate an entrepreneurial business 
by networking within a subsection of the creative industry. 
Creative networks are mainly informal, with no clear 
separation between business and social networks. These 
networks are not only a commodity to creatives, but are 
also the basis of their social and cultural relationships 
(Gu, 2014). Creative networks are constructed through 
relationships based on a shared identity and trust. 
Creatives are often introduced into networks through 
friends, where the relationship is based on personality, 
style or shared backgrounds. Creatives are weary of 
commercial networks, and Gu (2014) ascribe this to the 
notion that creative networks are not a commodity with 
business benefit, but rather, provide a way to construct 
creative identity while maintaining independence. Gilmore 

et al. (2016) provides an example of the benefits arising 
from networking: Through their network of artists, artist 
graduates are granted access to studio space. The 
advantages of the studio include dedicated working 
space, as well as social learning opportunities within the 
network of artists. As another example of the benefits 
of networking, research by Gu (2014) amongst fashion 
designers illustrated how the existence of networks led 
to the development of international trade shows, such as 
the London Fashion Week. Yi et al. (2015) explains that 
creatives cannot be isolated from other creatives or from 
creative environments, because they are attuned to trends 
and inspiration from others in the field (Bridgstock, 2009). 
A network of creatives would thus serve as a creative 
community, where creative ability can be developed.

The above five entrepreneurial options provide a 
wide variety of alternatives (either on their own or in 
combination) for creatives when considering their own 
business venture. For example, a creative may choose 
to employ others to undertake automated processes. 
Apart from being an entrepreneur, creatives could also 
seek formal employment as a career alternative. This is 
discussed in the next section.

Employee Career Options

Creatives might opt for formal employment (1) at an 
organization that has artistic creation as its core business, 
(2) at an organization where the individual’s creativity 
can be applied in non-artistic creative tasks (i.e. general 
creativity) or (3) where there is no creativity employed in 
day to day tasks but the creative makes use of the free 
time after hours and during weekends to craft and create.

When the creative chooses the first employment option of 
working in an organization that has artistic creation as its 
core business, there might not be much room for autonomy. 
However, this career option will suit a creative who values 
work-life balance or secure employment (Bridgstock, 
2009, Schein, 1983). Bridgstock (2009) research findings 
suggest that it is mainly younger creatives that favour 
employment above entrepreneurship due to the security 
and lifestyle that it offers. There may also be a tendency 
amongst creatives to opt for short term and less stable 
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employment options very similar to contract positions, due 
to the project-based nature of creative work (Bridgstock, 
2009, Gu, 2014, Lampel and Germain, 2016).

The second employment option for a creative relates 
to work in organizations outside of artistic or creative 
industries (Yi et al., 2015), but where general creativity 
can be applied in day-to-day tasks in organizations. 
An example of general creativity is the typical creative 
processes in managerial and marketing work (Kaufman 
and Sternberg, 2006). Employing creatives to fulfil duties 
requiring general creativity is more common, since 
creativity has become central to businesses in a variety of 
industries (Lampel and Germain, 2016).

As a third option, a creative might accept permanent 
employment in a job without the opportunity for creative 
work, but to then create artistic products outside of working 
hours for his or her own professional development. Even 
though they might sell their creative products, the earnings 
from the creative work is not as important as having a 
creative outlet (Jaussi and Benson, 2012), nor is the 
money required to make ends meet (Gilmore et al., 2016).

Creating a Career Path

The career options of creatives have been set out above 
and categorized into entrepreneurial and employee 
options. What has not yet been addressed is why a specific 
career option is selected and what informs the selection 
of various career options in different combinations to 
form a career path. 

An example of such a career path is grey entrepreneurship.  
Hatak et al. (2015) focused on grey entrepreneurship, 
or embarking on entrepreneurial ventures at a mature 
age (i.e. above 50 years old) and point out how 
entrepreneurial intent decreases as identification with a 
career and job satisfaction increases. This would imply 
that the longer a creative is employed at one organization 
and identifies with a specific career, the less likely the 
creative will be to consider a change of employment or 
even entrepreneurship. The opposite will also be true 
then: if a creative follows a boundary-less career, or is 
dissatisfied with a career or specific employment, the 

creative will have higher entrepreneurial intent. This will 
often also result in career changes, influenced by lifestyle 
choices. 

Two features of the career paths of creatives are 
highlighted here, namely (1) the attraction of short term 
project-based jobs to create boundary less careers, and 
(2) the notion of success as a career value.

Boundary less Careers

A boundary less career is described as a career that 
“moves across the boundaries of separate employers” 
(Rodrigues et al., 2015: 24). Chu et al. (2015) defined 
boundary less careers as those where you do not deepen 
your experience and skills in one field, but develop your 
skills and abilities across disciplines. Creative careers 
often take the form of short term project-based jobs, 
with an oversupply of emerging creatives competing for 
positions where only the most skilled and talented will 
be employed (Bridgstock, 2009). This makes secure 
jobs very scarce and creative people will often change 
employment and will most likely combine employment 
with entrepreneurship, which results in a boundary less 
career (Bridgstock, 2009, Chu et al., 2015). 

The advantage of a boundary less career for creatives 
will be that they can more easily change from one project 
or employer to the next, as and when opportunities arrive, 
while developing their skills and engaging in furthering 
their knowledge across disciplines in the creative field. 
Furthermore a boundary less career will suit creatives who 
have a low need of seeking external support (Rodrigues 
et al., 2015). Furthermore, when creatives change jobs 
regularly within the creative industry, even if in a different 
field, it will introduce them to the industry at large, and 
will positively impact on the prominence that creatives 
give to belonging to their industry (Bridgstock, 2009) 
while it might also increase the creative’s career, job and 
life satisfaction. Boundary less careers are also suited to 
creatives due to their preference for interesting work and 
new experiences (Acar and Runco, 2012) and their high 
risk taking (Miran et al., 2004). However, Rodrigues et 
al. (2015) warned that for those individuals who are not 
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risk takers, nor seeking out new experiences, boundary 
less careers could result in lower career, job and life 
satisfaction. 

Chu et al. (2015) draw attention to the rise of boundary-less 
careers which necessitated that more scholars approach 
career success from both subjective and objective factors. 
These success factors will be explained and discussed in 
the section to follow. 

Success as a Career Value

Creatives have different values when it comes to what they 
deem as successful and what they are prepared to tolerate 
in terms of their individuality and autonomy of work. The 
following section will explore the notion of success and 
what it means to the artistic creative in terms of subjective 
and objective career success factors. Firstly, the subjective 
career success factors will be considered namely; (1) 
feelings and personal goals, (2) work-family balance, (3) 
career and life satisfaction. Secondly the objective career 
success factors will be considered, namely; (4) income, (5) 
status and prestige (Chu et al., 2015). 

Firstly, considering feelings and personal goals as subjective 
factors of career success (Chu et al., 2015), the creative is 
concerned with self-actualization (Chen et al., 2015), self-
interest, self-identity (Visi, 2016), interesting work, identifying 
with professional groups outside of an organization (Jaussi 
and Benson, 2012), as well as recognition and being 
valued as a professional (Korotov et al., 2011). Creatives 
will view these factors as part of creativity, and as they 
work on their creativity they will also be satisfying their own 
work preferences (Brenninkmeijer and Hekkert-Koning, 
2015) and will experience this as achieving success in 
their careers. Often the subjective career success of 
professional and self-development, is most important to 
the creative (Jaussi and Benson, 2012). Chen et al. (2015) 
distinguish success for a creative entrepreneur from that of 
other entrepreneurs as a concern with self-actualization in 
the creative profession.

Secondly, work-family balance is also a subjective career 
success factor. Bridgstock (2009) found that it is of 
importance to some younger creatives. It might be difficult 

for creatives to use work-family balance as a success factor, 
due to creative work often having peak work periods and 
quieter periods, as well as sometimes requiring odd working 
hours. When creatives value work-family balance, it is best 
that such a creative find employment in an organization 
where there is flexibility when life concerns require it 
(Schein, 1983). This flexibility includes aspects such as 
leave days and flexi hours that organizations provide which 
shows respect for personal and family concerns.  

Thirdly, career, job and life satisfaction of creatives are also 
an important success factor to consider when selecting a 
career. As mentioned earlier in the section on boundary less 
careers, a wide variety of different skills and experiences will 
enable the enrichment of the creative’s career (Rodrigues 
et al., 2015). McKenna et al. (2016) describe career 
satisfaction as an indicator of subjective career success that 
portrays workers’ cognitive and emotional assessments of 
their career achievements. 

Fourthly, the objective career success factor income, 
distinguishes creatives from other employees or 
entrepreneurs, because to many creatives the money 
does not matter (Chen et al., 2015, Jaussi and Benson, 
2012). Creatives will forfeit monetary reward in exchange 
for professional development, social reputation, belonging 
to the creative industry (Bridgstock, 2009), developing 
technical skill and promoting originality. 

Fifthly, the objective career success factor that tends to be 
the most important to the creative, is enjoying status and 
social prestige within the industry, and being well networked 
(Chu et al., 2015). Various authors (Chu et al., 2015, Chen 
et al., 2015, De Vos and Soens, 2008, Simonton, 2012, 
Svejenova, 2005) highlights the yearning of creatives to be 
accepted into the field of the artistic creative community, 
explaining why it is one of the most important success 
measures for creative entrepreneurs, compared to the 
importance of economic value to other entrepreneurs. 

DEPLOYMENT OF CREATIVITY

Having considered the characteristics of artistic creatives, 
as well as the types of career options available to them, 
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the various forms that creativity may take and how this 
creativity could be deployed are explored. 

As pointed out earlier in this paper, artistic creating in 
terms of art and craft and professional development, will 
always be very important to the artistic creative person 
(Bridgstock, 2009, Jaussi and Benson, 2012). In addition, 
the most important career anchor (Schein, 1996) for 
artistic creatives is autonomy. Consequently, the forms 
of creativity that will most likely be deployed in career 
options, will be guided by either (1) autonomy or (2) the 
acknowledgement of professional development by peers 
(Hackley and Kover, 2007). The forms in which creativity 
can be deployed into career options will be discussed from 
these two viewpoints. It will also be further categorised in 
terms of the process of creativity from conceptualizing, 
through innovation aspects such as manufacturing to 
marketing, distribution and finally sales. 

Forms of Creativity Deployment Guided by 
Autonomy

The literature review identified that creatives who value 
autonomy work better when there are limited rules and a 
freedom to create, unconstrained by limitations such as 
deadlines and resources (Bridgstock, 2009, Chu et al., 
2015, Hoff et al., 2012, Jaussi and Benson, 2012, Miran 
et al., 2004, Vessey et al., 2014). It was also noted that 
such creatives work best when working alone in single 
ventures. Even so, there is a variety of forms the creativity 
can take within a career. 

Although this paper is focusing on artistic creatives, they 
do not have a ‘monopoly’ on creativity (Neethling, 2013). 
A variety of forms will be considered in this discussion of 

the deployment of creativity. Apart from artistic creativity, 
Neethling (2013) also refers to the creativity needed when 
managing and leading a business. To make a career out 
of artistic creativity, the creative will have to embrace and 
deploy general creativity, especially when it comes to 
marketing, sales and strategic management. This paper 
identifies three forms of creativity deployment, the first 
being where the concept and ideas are created by the 
creative, as illustrated in Table 1 which presents various 
forms of creativity in relation to typical career options 
suitable to creatives who value autonomy.

Table 1 focuses on the career options of artistic creative 
people who want to work completely autonomously. This 
implies that they only focus on creating concepts and 
ideas that would typify artistic creativity, while other forms 
of creativity (Neethling, 2013, Sternberg, 1988), such as 
strategic creativity, product manufacturing, and marketing 
and sales, will be deployed by other businesses. Here the 
artistic creative only focuses on the art-centric business and 
career options where they will experience high autonomy 
within those businesses (Burke, 2013, Edelkoordt, 2013, 
Gelhar, 2005, Grodach, 2010, Gu, 2014, Jacobs et al., 
2016, Jones et al., 2016, Khan, 2014, Parkman et al., 
2012), presented as “concept and idea creativity” in the 
table. Here the creative person will create concepts and 
ideas within the artistic creative field, and then forward 
that creativity to other businesses by selling it for use in 
the creative industry. In doing so, these artistic creative 
people satisfy the subjective career success factors of 
self-actualization (Chen et al., 2015, Schein, 1983) and 
being valued as professionals (Hackley and Kover, 2007, 
Korotov et al., 2011) through these creative career options 
that are mostly freelance or project based, and provide 
high levels of autonomy (Bilton and Cummings, 2014). 
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TABLE 1: FORMS OF CREATIVITY AND TYPICAL CAREER OPTIONS 
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Typical area of creativity to deliver product or service

Typical Types of 
CareersConcept and Idea 

Creativity
Manufacturing 
Creativity

Marketing and 
Sales Creativity

Operational 
and strategic 
management 
Creativity

Create concepts such 
as designs Sell concept to other businesses Freelance designer, 

illustrator, merchandiser

Create concepts for 
media Sell concept to media businesses 

Freelance writer, 
illustrator, designer, 
stylist, crafter, television 
presenter, blogger, 
vlogger. 

Create forecasts of 
creative trends by 
observing the creative 
environment

Sell forecasts to other creatives Trend forecaster, buyer, 
media writer

Source: Authors construction 

Three additional career options of artistic creative 
people can be identified, where the concept and ideas, 
manufacture, as well as marketing and sales are all 
deployed by the creative. This is illustrated in Table 2. 
Table 2 shows how concept and ideas generation can 
be combined in various ways with manufacturing and 
marketing and sales to enable the creative person to 
employ both artistic and strategic creativity (Neethling, 
2013, Sternberg, 1988). Table 2 highlights the 
opportunities that creative people have when working with 

other creative people, or employees (Burke, 2013, Gu, 
2014, Jaussi and Benson, 2012, Oakley, 2014) while also 
embracing managerial creativity (Kaufman and Sternberg, 
2006). Although these career types (Burke, 2013, Bain 
and McLean, 2013, Gelhar, 2005, Muñiz et al., 2014) will 
not offer the artistic creative person as much autonomy 
as those in Table 1, it creates the opportunity for a more 
boundary less career, while simultaneously satisfying the 
subjective and objective success factors of the creative 
person (Chu et al., 2015).
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TABLE 2: FORMS OF CREATIVITY RELATED TO PRODUCING A CREATIVE PRODUCT 
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Typical area of creativity to deliver product or service

Typical Types of Careers
Concept and 

Idea Creativity
Manufacturing 

Creativity
Marketing and 

Sales Creativity

Operational 
and strategic 
management 

Creativity

Create and 
produce sample 
items

Train others to 
make the product

Self or through 
an agent to craft 
schools, creative 
holiday planners, 
festivals

Possibly stock 
raw materials for 
product to sell to 
trainees

Art, craft or design 
demonstrator, trainer or 
teacher

Create product Manufacture 
Product in-house

Self at own  shop, 
other’s shop, 
markets, festivals, 
shows, open house, 
as part of craft route, 
social media

Possible ways of 
marketing and 
sales avenues

Art, craft or design 
entrepreneur with a small 
business

Create product Manufacture 
Product in-house

Through an agent 
or by employing a 
manager

Possible ways of 
marketing and 
sales avenues

Art, craft or design 
entrepreneur with a small 
business

Source: Authors construction 

Creativity Forms Guided by Professional 
Acknowledgement

As mentioned earlier, most creatives want to develop 
professionally (Jaussi and Benson, 2012) and will 
focus their time, resources, and creativity to develop 
professionally. In doing this, it is important that creatives 
are attuned to what is happening in their domain and field 
so that trends from trend forecasters can be observed 
(Edelkoordt, 2013) and inspiration can be used from 
others in the field (Bridgstock, 2009). Creatives do not 
want to be isolated from other creatives from whom 

they seek approval (Hackley and Kover, 2007), nor from 
creative environments (Yi et al., 2015). 

There is a variety of forms that creativity can take within 
a creative environment or network. This paper identifies 
three forms of creativity deployment where the concept 
and ideas, manufacture and in two of the cases, the 
marketing and sales (Koç, 2014, Zampetakis, 2008) are 
created by the creative, as illustrated in Table 3. The 
table also shows the typical career options that make 
use of these creative forms, which would be suitable to 
creatives valuing professional acknowledgement.
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Creative entrepreneurs also use networks to their 
advantage, as shown in Table 3.  The creative not only 
networks with stakeholders within the business, but also 
of importance is belonging to a network of companies 
working in the same industry to form clusters, to participate 
in incubator programmes (Lampel and Germain, 2016), 

to cultivate mentoring relationships, and to form social 
networks (Burke, 2013). Nuntamanop et al. (2013) also 
emphasises the importance and benefits of networking 
as strategy, and listed actions like being active in a social 
club, joining business associations and participating in 
events . 

TABLE 3: FORMS OF CREATIVITY WHEN VALUING PROFESSIONAL ACKNOWLEDGEMENT 
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Typical area of creativity to deliver product or service

Typical Types of CareersConcept 
and Idea 
Creativity

Manufacturing 
Creativity

Marketing and 
Sales Creativity

Operational 
and strategic 
management 
Creativity

Create 
product

Manufacture 
Product while 
outsourcing parts 
to other creatives in 
the network

Self at own  shop, 
other’s shop, 
markets, festivals, 
shows, open 
house, as part of 
craft route, social 
media, designer 
emporiums

Possible ways of 
marketing and 
sales avenues

Art, craft or design 
entrepreneur with a small 
business working using 
creatives within the network 
to do aspects of the 
manufacturing

Create 
product

Manufacture 
Product in-house or 
outsource parts to 
other creatives in 
the network

Promotion and 
sales with others in 
the network

Possible ways of 
marketing and 
sales avenues

Art, craft or design 
entrepreneur with a small 
business working using 
other creatives within the 
network to do aspects of 
the manufacturing and 
marketing and sales

Others in 
the network 
create the 
product

Manufacture 
Product in-house or 
outsource parts to 
other creatives in 
the network

Promotion and 
sales for others in 
the network

Possible ways of 
marketing and 
sales avenues

Art, craft or design 
entrepreneur doing 
promotions and sales for 
others within a network

Source: Authors construction 



BUSINESS EDUCATION
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

163

The career types in Table 3 are numerous, as 
manufacturing is also included, which can take the shape 
of in-house manufacture or outsourcing (Burke, 2013, 
Lampel and Germain, 2016). These entrepreneurial 
career options require that the creative person not only 
employ artistic creativity, but also employ managerial 
and strategic creativity (Kaufman and Sternberg, 2006) 
to facilitate marketing (Muñiz et al., 2014, Tremblay and 
Dehesa, 2016), sales, general operational management 
and strategic management of the business (Neethling, 
2013). 

The success of these career types that Table 3 outlines, 
depends on the artistic creative person being a member 
of the creative industry community, while at the same 
time fulfilling the social need that the creative person 
has to belong to such a community (Chu et al., 2015, 
Chen et al., 2015, De Vos and Soens, 2008, Simonton, 
2012, Svejenova, 2005) by receiving professional 
acknowledgement from the community gatekeepers 
(Bridgstock, 2009).

Through initiative, creativity can be developed into 
innovation, whereby creative ideas can become creative 
jobs or services (Koç, 2014, Miran et al., 2004), as 
outlined in the three tables in this section. Furthermore, 
creativity is also not only limited to artistic creativity for 
artistic creative entrepreneurs, but can also serve the 
management aspects of the business. This theoretical 
review found that creative people value their professional 
development and autonomy, and that these values can 
determine whether or not a career as entrepreneur is 
attractive to the creative. Based on the literature, the 
success factors of creatives can also be reconsidered, 
as the finding revealed that economic and monetary 
success is not a central motivation for creative people. 
Consequently, career options will not be primarily based 
on this success factor.

The creative person would rather prefer autonomy and 
professional acknowledgement, which indicates that 
the creative is thus more suited to work on their own. 
The other consideration for creative careers is the 
longing that creative people have to belong to a creative 
community, which makes it ideal for the creative person 

to work within a network of creatives, thus availing 
entrepreneurial opportunities where the emphasis on 
autonomy is replaced by the value placed upon being 
acknowledged by creative communities and gatekeepers. 
The significance of these findings from the review of the 
literature, is that it highlights the role of the values of 
creative people in decisions regarding their careers, and 
relates these value preferences to their possible career 
options.

CONCLUSION

In reviewing the available literature, this paper recognizes 
that creatives, by definition, view creating as very important 
in their career. It also identified several ways in which this 
creativity can be deployed. It is evident that a variety of 
creative career options are available to creatives and that 
these will be combined and expressed through different 
career paths. Furthermore, these career options and 
career paths are informed by the unique characteristics 
of the creative, implying that each individual creative 
could forge a unique career path. While this paper has 
set out the main career options, little is known about how 
creatives choose amongst these options to deploy their 
creativity at various stages of their working life to create 
a career path.  Further research is needed to identify the 
typical paths and the factors that influence the career 
decisions of creatives.
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ABSTRACT

Higher education institutions (HEIs) all over the world are 
confronted with challenges and forces of change which 
necessitate the need to reconsider their strategic position.  
The most prominent forces, generally known as strategic 
drivers, will have to be identified but HEIs will also have to 
strategise around these drivers to ensure their competitive 
positioning. 

This paper, which is part of a bigger study, is an attempt 
to confirm and validate the strategic drivers identified in 
a previous qualitative study of Rossouw and Goldman 
(2014). Senior academic staff from the Faculty of 
Management within the University of Johannesburg were 

involved in this study in order to understand how strategic 
drivers in higher education are perceived.  The Faculty of 
Management therefore served as the population and semi-
structured interviews were conducted with 11 interviewees 
and content analysis was applied in analysing their 
responses. Data were coded, developed into categories 
and collapsed into themes, after which a frequency table 
was used. Numerous similarities were found between this 
paper and the previous study; government and regulatory 
bodies, as a strategic driver, is viewed as paramount in 
higher education.

      
Key words:  Higher education, strategic drivers, academic 
staff’s perspectives
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INTRODUCTION

Since the 1980s, public organisations have faced 
various challenges from their external environment. 
These challenges emanated from environmental drivers 
of change emergent in the public sector globally (Denner 
and Oosthuizen, 2008:41; Agasisti, Arnaboldi and 
Azzone, 2008:1). Higher education institutions (HEIs), 
both internationally and nationally, were not excluded 
and in South Africa these challenges were felt mainly 
near the turn of the 21st century. Nolte (2004:116 & 130) 
suggested that in order to survive these challenges, 
South African HEIs would have to follow a more 
strategic approach than they were traditionally used 
to. The application of strategic management principles 
implies that strategic drivers have to be identified from 
these challenges in the external environment.  In a 
study by Rossouw and Goldman (2014) dealing with 
strategic drivers in higher education, several drivers 
were identified which are viewed as the most prominent 
influences of change within the higher education sector. 
These drivers include government and regulatory 
bodies, globalisation and internationalisation, 
technology, social issues, collaboration, market forces, 
students, resources and quality.

 LITERATURE REVIEW

This literature review presents a brief overview of the 
environmental challenges present in the international 
arena since the end of the 20th century.  Thereafter, the 
discussion focuses on the changing higher education 
landscape in South Africa, as well as strategic drivers 
present in higher education. Following this introduction 
are discussions on the changes in the South African 
higher education sector and strategic drivers in higher 
education.  Included is a summary of the outcomes from 
the study by Rossouw and Goldman (2014).  

International perspectives

As the 20th century drew to a close, the demand for 
higher education grew to unprecedented levels. As a 

result, HEIs explored avenues of greater diversification 
and the importance of higher education in the economic 
and sociocultural development of a country was 
realised. In this regard higher education was viewed as 
pivotal in building a future for which the youth needed 
to be equipped. Higher education everywhere faced a 
variety of challenges, including finances, fair access to 
programmes, prudent staff development, skills-based 
training, increased knowledge production through 
quality research, quality teaching and learning services, 
programme relevancy, graduate employability and 
efficient international collaboration. Higher education 
was also challenged by new opportunities created by 
technology to improve the manner in which knowledge 
was accessed, generated, analysed and managed.  
However, equitable or fair access to technology had to 
be in place to all in HEIs (World Conference on Higher 
Education, 1998).  

Against these challenges, the United Nations Educational, 
Scientific and Cultural Organisation (UNESCO) hosted a 
world conference on higher education in October 1998, 
where a vision for higher education in the 21st century 
was laid down. Two documents were adopted:

• the World Declaration on Higher Education for the 
Twenty-First Century: Vision and Action, and 

• the Framework for Priority Action for Change and 
Development in Higher Education.   

The purpose of these documents, and of the UNESCO 
conference as a whole, was to start a process global 
reform in higher education (World Conference on Higher 
Education, 1998).

The Bologna Process in Europe was also initiated when 
higher education ministers from 29 European countries 
signed the Bologna Declaration in 1999, which actually 
has its roots in the Sorbonne Conference and Declaration 
of 1998. This started the cooperation process in Europe, 
which has changed the higher education scene radically 
in terms of staff and student mobility, lifelong learning, a 
common degree system, assurance of quality, a uniform 
credit system, the social dimension and Europe as a 
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knowledge region. These reforms have influenced not 
only European countries, but also countries beyond 
Europe’s borders and currently 47 countries are official 
signatories (European Commission/EACEA/Eurydice, 
2015:25-26).

In line with the above, Brunyee (2001:8) confirms 
that higher education is undergoing a period of 
change. The aim of this change is to improve quality 
and the cost-effectiveness of higher education. In 
addition, Nolte (2004:117) suggests that global higher 
education developments have been triggered by 
internationalisation, globalisation, lessened state 
subsidies, accountability for funds expended, new 
knowledge management approaches and increased 
attention to quality and its management.

Palfreyman, Tapper and Thomas (2011:xiii) adopt a 
broader view, stating that higher education all over the 
world is faced with unique challenges.  In the former Soviet 
Union, as well as in Eastern and Central Europe, these 
challenges seem to stem from the fall of communism, 
leading to widespread changes in economic and political 
structures.  In South Africa, challenges emanate from 
political revolution and in China and India, economic 
development presents challenges while Latin America 
faces demographic pressure.  

More recently, there was a drop in tertiary education 
enrolment numbers in approximately one-third of the 
European Higher Education Area countries between 
2006 and 2012. Demographics may be a contributing 
factor to this.  There thus seems to be a general concern 
regarding the decrease in the number of young people 
and the influence this will have on higher education 
and its funding. To counter these developments, 
countries are preparing for an increase in the skills 
needed by an older population and the access of 
students generally viewed as non-traditional learners 
(European Commission/EACEA/Eurydice, 2015:32 
& 35). Furthermore, sub-Saharan African countries 
experience challenges regarding the growing demand 
for higher education (Foley and Masingila, 2013:797), 
while higher education systems in India have to improve 
with regard to growth in enrolment, cost-effectiveness, 

access which is equitable and quality (Carnoy and 
Dossani, 2012:595). 

Currently the outcome of the European Union (EU) 
referendum in the United Kingdom (UK), commonly 
known as Brexit, is creating a lot of uncertainty in British 
universities.  Many are concerned about funding for 
research, what it may mean for students and staff from 
other EU countries and also the stature of research by 
UK universities.  However, it is believed that the exit 
from the EU will happen over time and that it will be 
carefully planned (Sharma, 2016). 

Changes in the South African higher 
education sector

South Africans will remember 1994 and the associated 
transformation to a full democracy as a time of 
widespread change. Initially this change was of a political 
nature, but change rapidly spread to all organisational 
domains. The year 1994 is seen as the culmination of the 
liberation struggle, and a move away from the past. With 
the newly elected government in place, an extensive 
transformation process was initiated which would also 
impact on higher education.  HEIs were expected to alter 
their focus, but at the same time continue fulfilling their 
traditional academic role, namely supporting economic, 
political and social development. An array of policy 
documents were developed. The policy development 
period commenced with the appointment of the National 
Commission on Higher Education (NCHE) in February 
1995 by former President Nelson Mandela (Bengu, 
1997:3).  The role of the NCHE was to develop a policy 
framework to transform higher education in South 
Africa, which consisted of universities, technikons and 
teachers’, agricultural and nursing training colleges.  
This process was initiated by Parliament in 1995 and 
culminated in the release of the Education White Paper 
3:  A Programme for Transformation of Higher Education 
in 1997 (Department of Education, 1997), followed by 
the Higher Education Act of 1997, the Council on Higher 
Education (CHE) report known as “Towards a New Higher 
Education Landscape: Meeting the Equity, Quality and 
Social Development Imperatives of South Africa in the 
21st Century” in 2000 (Council on Higher Education, 
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2000) and the National Plan for Higher Education in 
2001 (Department of Education, 2001).  In addition to 
this, the South African Qualifications Authority (SAQA) 
Act of 1995 also played a major role in steering higher 
education towards its transformation goals, especially 
in respect of the programmes that HEIs offer (Hay and 
Monnapula-Mapesela, 2009:12-14).  

The National Plan for Higher Education of 2001 
was actually one of the last directive documents for 
implementing change, which suggested major changes 
and developments in South Africa. This document is still 
viewed today as the key instrument for implementing the 
vision and policy framework of the Education White Paper 
3 (Department of Education, 2001:7). Although the initial 
intention was that the National Plan would be reviewed 
annually, this did not happen as planned (Department 
of Education, 2001:11-12), and it is now 15 years since 
this document was released. This highlights the need for 
a renewed look at challenges faced by the South African 
higher education sector.  However, the White Paper for 
Post-school Education and Training was approved in 
November 2013 to improve the post-school education and 
training system with the purpose of meeting the needs 
of South Africa (Department of Higher Education and 
Training, 2013:xi).

Some of the pertinent developments that took place since 
the abovementioned policy documents were released 
were the structural changes within the higher education 
landscape, including the mergers and institutional 
incorporations of several HEIs in South Africa.  
Universities were merged with other universities and also 
incorporated into existing structures. Technikons were 
merged with other technikons and became known as 
universities of technology. Some universities were even 
merged with technikons, which are currently known as 
comprehensive universities (Department of Education, 
2002).  

Over and above the structural changes that took place, a 
qualifications framework for higher education, known as 
the Higher Education Qualifications Framework (HEQF), 
was developed and promulgated in October 2007. This 
framework was formulated under the guidance of the 

Higher Education Quality Committee (HEQC), which 
is a standing quality committee of the CHE. Although 
the HEQF came into effect at the beginning of 2009, 
it was not implemented immediately as it had serious 
implications for the HEIs, necessitating a longer time 
frame for implementation. The first changes as a result 
of the HEQF that were approved and implemented 
were the admission requirements for students with a 
National Senior Certificate into higher education (De 
la Rey, Qhobela and Isaacs, 2008:1) and the National 
Qualifications Framework (NQF) Act 67 of 2008 
(Department of Education, 2009:1).  A revised version 
of the HEQF was introduced in 2011 in which three 
broad qualification routes (vocational, professional and 
general) were recognised and two additional qualification 
types were introduced and submitted by the CHE to 
the Minister of Higher Education and Training (Council 
on Higher Education, 2011:1).  Currently, the Higher 
Education Qualifications Sub-Framework (HEQSF) lays 
the foundation for integrating all education qualifications 
into the NQF and associated structures for quality 
assurance and standards generation (Council on Higher 
Education, 2013).

According to Hay and Monnapula-Mapesela (2009:13), 
the range of higher education policies formulated were 
supposed to bring hope for all the citizens of South 
Africa. This hope was expressed through the benefits the 
South African people would have experienced soon after 
the well-grounded policies were implemented. However, 
implementation became a mammoth task and it was 
described by some critics as “a leap into the sea”. 

The National Development Plan (NDP) “2030: Our future 
– make it work” was released in 2012 and according to 
this plan, there will be approximately 10 million bachelor 
degree graduates from universities by 2030. This figure 
would represent an increase of 300% over the period 2001 
to 2030 and is viewed as a very strong driver for expanding 
entry/access to universities. For this increase to be 
meaningful, quality education needs to be a priority. These 
students must graduate in the fields of critical skills, for 
example chartered accountancy, financial management, 
medicine, actuarial science and engineering (National 
Planning Commission, 2012:316-317). 
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 However, when it comes to the production of knowledge, 
South African universities are seen as mediocre and not 
efficient in producing the levels of skills needed in industry. 
Academic staff will have to renew their thinking to allow 
universities in South Africa to be at the forefront and to 
drive knowledge, social and economic development. In 
light of this, academic staff’s qualifications are seen as the 
most prominent factor in determining quality education 
(National Planning Commission, 2012:317-318).

The differentiated university education system in South 
Africa is also problematic as it does not make provision 
for sufficient capacity to accommodate all the learners’ 
needs. To address this, all post-school institutions will 
have to operate optimally. For example, when colleges 
operate effectively, the pressure on universities to 
present certificate and diploma programmes which are 
at lower levels will be alleviated.  Universities can then 
use their resources to focus on their niche. Further to 
this, both public and private institutions will have to 
collaborate to establish suitable infrastructure within 
the educational environment. Education systems need 
to collaborate across borders and sectors, which is a 
requirement for successful globalisation of technology 
and labour markets. Changes in the demographics cause 
a higher demand for access to high quality, but affordable 
education (National Planning Commission, 2012:318, 
419 & 325).

More recently, the ‘Fees Must Fall’ protest actions that 
were visible throughout the country underline the issue 
of affordable education. The protests were not only about 
tuition fees, but other concerns were also raised such as 
the practice of outsourcing, decolonisation of knowledge, 
transformation etc. (Rensburg, 2015). This is viewed as 
the most prominent student protest action in post-1994 
South Africa (Cloete, 2015) and it stands to steer the 
South African higher education into a new and even more 
challenging direction.  

Strategic drivers in higher education

In light of the discussion in section 2.2 above, it would 
seem beneficial for HEIs in South Africa to not only know 
what these changes and challenges are, but also to 
understand which of them could be viewed as strategic 
drivers.  Rossouw and Goldman (2014) conducted a 
study to determine which of the challenges in the higher 
education environment could be described as possible 
strategic drivers. The findings of this study will be 
elaborated upon later in this section. However, at this 
juncture, it might be prudent to gain a literary perspective 
of the concept of strategic drivers.

According to Thompson, Strickland and Gamble 
(2010:79), drivers are described as the most powerful 
agents of change within an industry (or in this case, the 
higher education sector), as they have the biggest impact 
on changing and reshaping the landscape of an industry 
or sector.  Johnson, Scholes and Whittington (2008:56) 
describe drivers (for change) as environmental factors 
that influence strategy which differ between industries 
or sectors.  De Wit and Meyer (2004:426) view drivers 
as influences that can change the direction of industry 
development, and Porter (1980:157, 162) defines drivers 
as evolutionary processes that create incentives for, 
or pressurise industries into, change. It is important to 
mention that these strategic drivers could originate from 
the macro environment, the industry environment or from 
the strengths of an organisation itself (De Wit and Meyer, 
2004:426; Thompson, Strickland, Gamble, Peteraf, 
Janes and Sutton, 2013:78).  

Within the context of what drivers are, the discussion 
reverts back to the findings from the study of Rossouw 
and Goldman (2014) in which content analysis was 
applied to accredited articles, textbooks and policy 
documents. This study identified nine pertinent strategic 
drivers, as illustrated in figure 1.
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FIGURE 1:  STRATEGIC DRIVERS FOR HIGHER EDUCATION

Source:  Rossouw and Goldman (2014)

This study found that government and regulatory bodies 
were seen as paramount in changing the higher education 
sector across the world. Following this, in descending order 
of prominence, were globalisation and internationalisation, 
the impact of students and technology. The study revealed 

that other drivers of importance included quality, resources, 
market forces, collaboration and social issues which all 
steer governments and HEIs throughout the world. Table 
1 lists the categories that comprise each of the identified 
drivers.  



BUSINESS EDUCATION
10 th International Business Conference 

Club Mykonos, Cape Town •  25th – 28th September 2016  
 ISBN 978-0-620-71113-5

173

TABLE 1:  STRATEGIC DRIVERS AND CATEGORIES

Strategic drivers Categories

Government and regulatory bodies •	 Public and private regulators

•	 Regulations

•	 Governing and coordinating boards

•	 Government and education policies

•	 Government funding

•	 Student financial aid programmes

•	 Massification of education

Globalisation and internationalisation •	 An integrated internationalisation teaching and research approach - 
global convergence

•	 Part of the world markets’ intellectual property and international 
education 

•	 International collaborations

•	 Staff and student movement across borders

•	 International trade agreements

Technology •	 Transfer of data by means of global technologies

•	 Technologies create a bigger platform

•	 Rapid change of information technology

•	 Importance of knowledge-led economies

Social issues •	 Staff and student movement across borders

•	 Increase in the demand for access

•	 English as medium of tuition

•	 Higher participation rates

Collaboration •	 Networking

•	 International collaborations

•	 International trade agreements

•	 Strategic partnerships
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Market •	 Impact of media 

•	 Competitive forces

•	 Positioning of higher education

•	 Impact of multinational organisations

•	 Global competition

Students •	 Students’ position within higher education

•	 Student movement across borders

•	 Demand for access

•	 Increased student outcome

•	 Assistance of needy students

•	 Alignment between the secondary and postsecondary sectors

•	 Admittance of foreign students

Resources •	 Performance-based funding

•	 Staff movement across borders

•	 Optimum use of resources

•	 Pressure on government resources

Quality •	 Productivity, cost savings and efficiency

•	 Enhancement of internal quality processes

•	 Quality academic work

•	 Accountability

•	 Transparency

Source:  Rossouw and Goldman (2014)

Rossouw and Goldman’s study (2014) confirms what 
some authors had already identified as prominent drivers 
or sources of influence. For example, Huisman and 
Jenniskens (1994:249) stated, even before the turn of 
the millennium, that government is the biggest role player 
within the higher education sector. Froneman (2003:42) 
and Nolte (2004:117) named the increased influence of 

globalisation (and internationalisation) and the important 
role of government as two prominent challenges. 
Globalisation in this context refers mainly to the economic 
and technological changes worldwide that will impact 
on the national agenda of the country. To balance the 
national agenda with international pressures may not be 
an easy task. Given this situation, higher education will 
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have to provide suitable education and training to develop 
innovation and skills needed for national development 
and successful integration into the global economy 
(Department of Education, 1997:9).  According to 
Stensaker and Harvey (2011:9), the increased importance 
of internationalisation and globalisation is viewed as 
probably the most noticeable element for change in higher 
education. This means that HEIs are accountable not only 
to their stakeholders nationally, but also to the international 
community at large.  

PROBLEM INVESTIGATED

In Rossouw and Goldman’s qualitative study (2014), 
content analysis was applied to accredited articles, 
textbooks and policy documents from which categories 
and themes emerged. Frequency was used to determine 
the prominence of the themes. This study was thus a 
reflection of the results from secondary research. Although 
a good comprehension of strategic drivers present in higher 
education was obtained, further research was needed to 
confirm this understanding. In other words, whether the 
preceding results could be validated or expanded upon 
needed to be determined. One way to confirm, validate 
and expand on this understanding was to determine 
academic staff’s perspectives on these strategic drivers.

Therefore the research problem for this study revolves 
around what academic staff perceive strategic drivers in 
higher education to be.

The research question for this study was formulated as 
follows:

What do academic staff perceive as strategic 
drivers within the South African higher education 
environment?

The research objective which follows the research question 
is:

To determine academic staff’s understanding 
of strategic drivers in South African higher 
education.

RESEARCH METHODOLOGY

This research is an empirical study that followed a 
qualitative research approach using the University 
of Johannesburg’s Faculty of Management as an 
exploratory case. This faculty represents about 20% of 
the university’s student enrolments. The population of 
the study were all academics at managerial level within 
the faculty. Selecting this faculty as a case was based 
on the fact that the researchers are members of this 
faculty, and as the concept of strategic drivers originated 
from the subject field of management (specifically 
strategic management), it was felt that academic staff in 
this faculty would have a greater understanding of the 
concept. 

Purposive and convenience sampling (Welman, Kruger 
and Mitchell, 2005:69-70) was used in which the 
following interviewees/respondents were selected for 
this study:

• Executive Dean: Faculty of Management

• Vice-Dean:  Teaching and Learning

• Vice-Dean: Research

• Head of Department (HOD): Applied Information 
Systems

• HOD: Business Management 

• Acting HOD:  Industrial Psychology and People 
Management (IPPM)

• HOD: Information and Knowledge Management

• HOD: Marketing Management

• HOD: Public Management and Governance

• HOD: Transport and Supply Chain Management

• Director: School of Tourism and Hospitality  
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FIGURE 2:  SAMPLE

Senior academic staff in managerial positions were 
selected as they were all part of the Faculty Leadership 
Team (FLT), which was responsible for strategically 
managing the faculty, the academic departments and the 
school.  The Acting HOD for the Department of IPPM was 
included in the study, as the HOD was on sabbatical leave 
at the time that the interviews were conducted.

Data were collected by means of semi-structured 
interviews and a total of 11 interviews were held.  For the 
purpose of this paper only the biographical information 
and the outcome of the first question were analysed as 
this paper forms part of a larger study.  After being given a 
brief description of strategic drivers, the interviewees were 
asked to list and discuss strategic drivers present within 
higher education. An interview guide was used which 
assisted the researchers in remaining focused on the 
research problem and the objective of this study. Directed 
content analysis was applied in analysing the responses 
of the interviewees. This type of analysis is normally used 
when some theory or research does exist but it is not 
complete, or further description would be beneficial (Hsieh 
and Shannon, 2005:1281). Data were coded, developed 
into categories and collapsed into themes, after which a 

frequency table was used. The results of this study will 
be used to further develop the understanding of strategic 
drivers present in the higher education environment. 

Trustworthiness of this research was ensured by means of 
the following criteria (Lincoln and Guba, 1985):

• Credibility: Selecting the Deans, the HODs of the 
respective academic departments and the Director 
of the school as part of the sample ensured that the 
faculty was well represented in this research. The 
semi-structured interviews which were conducted 
provided an opportunity to fully comprehend the 
interviewees’ understanding of the topic of strategic 
drivers. Content analysis was applied manually 
and audio transcripts and notes which informed the 
outcome of this research have been stored to ensure 
that data can be referred to.

• Transferability: This study was limited to one 
university and, more specifically, to one faculty. 
Therefore the outcome of this study is confined to the 
Faculty of Management, but could be extrapolated to 
the whole of the University of Johannesburg.
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• Dependability: To ensure consistency in the 
application of the analysis, the role of the authors was 
crucial in terms of the dependability of the study. The 
first author conducted the analysis and the write-
up of the findings. The second author acted as a 
sounding board for the first author when conducting 
the analysis. The authors constantly interacted with 
one another in terms of the process of analysis, the 
actual analysis itself and the write-up, with the second 
author fulfilling a role tantamount to that of “auditor” of 
the analytical process.

• Confirmability: This implies that the analytical 
process is free from bias and presents interpretations 

that are a truthful and applicable representation of the 
reality being studied. This is normally ensured when 
the criteria of credibility and transferability have been 
established.

RESULTS

From the interviews it became evident that 10 of the 
interviewees had 11 years’ or more experience within 
academia and that 8 interviewees had 2 years’ or more 
experience in their current management positions.  Of these 
8 interviewees, 5 had between 2 and 5 years’ experience in 
their current position.  Refer to figures 3 and 4.     

FIGURE 3:  YEARS IN ACADEMIA
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FIGURE 4: YEARS IN POSITION

After coding the responses, a frequency table of the themes (or strategic drivers) that were identified was compiled to 
illustrate the results, as suggested by Welman et al. (2005:217), Refer to table 2.

TABLE 2:  FREQUENCY TABLE

Strategic drivers (themes) Strategic drivers (categories)

Government and regulatory 
bodies (a) (8) (20)

•	 Government (aa) (3) (6)

•	 Funding/budget/subsidies (ab) (6) (9)

•	 Legislation (ac) (1) (1)

•	 CHE (ad) (1) (1)

•	 DHET (ae) (1) (1)

•	 Metropolitan council (af) (1) (1)

•	 Leadership of HE (ag) (1) (1)

Globalisation and 
internationalisation (b) (5) (17)

•	 Globalisation (ba) (5) (11)

•	 Internationalisation (bb) (1) (1)

•	 University rankings (bc) (1) (2)

•	 Research assessments (bd) (1) (2)

•	 Legitimacy of management education (be) (1) (1)
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Technology, innovation and 
knowledge (c) (5) (6)

•	 Technology (ca) (1) (1)

•	 E-learning (cb) (1) (1)

•	 Information communication technologies (cc) (1) (1)

•	 Research and innovation (cd) (2) (2)

•	 Knowledge and skill (ce) (1) (1)

Social issues (d) (7) (12) •	 Unemployment and skills (da) (1) (1)

•	 Africanisation (db) (1) (1)

•	 Decolonisation (dc) (2) (2)

•	 Transformation (dd) (4) (7)

Market forces (e) (3) (4) •	 Industry needs  (ea) (1) (1)

•	 Sectors that drive higher education are manufacturing, science, engineering 
and tourism (eb) (1) (1)

•	 Strategic driver may disappear after a while (ec) (1) (1)

•	 An increase in unpredictability (ed) (1) (1)

Students (f) (6) (17) •	 Students (fa) (1) (1)

•	 Student activists/politics (fb) (2) (4)

•	 Student uprisings/unrest (fc) (4) (8)

•	 Less privileged people/students (fd) (1) (1)

•	 Students’ level of schooling/remedial action (fe) (1) (3)

Resources (g) (3) (3) •	 Insufficient professors from designated groups (ga) (1) (1)

•	 Resource allocation (gb) (1) (1)

•	 Talent management (gc) (1) (1)

Leadership (h) (2) (2) •	 University leadership (ha) (1) (1)

•	 Transformation leadership (hb) (1) (1)

Interesting to note when referring to figures 5 and 6 is the 
extent of similarity between the outcome of the interviews 
and the previous study. Government and regulatory bodies 
as a strategic driver were seen as paramount, followed 
by globalisation and internationalisation, and students. 
This also reflects a very similar outcome to the previous 
study.  When the impact is taken into consideration, the 
students ranked slightly higher than globalisation and 

internationalisation. Impact was determined by the number 
of interviewees with similar responses divided by the total 
number of interviewees multiplied by the total number of 
similar responses or frequency. However, only frequency 
was used in the previous study and therefore a strong 
correlation exists between the two studies with regard to 
these strategic drivers.  
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Figure 5:  Strategic drivers:  Frequency and impact
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FIGURE 6:  COMPARISON BETWEEN STUDIES

Social issues ranked higher than in the previous study. The 
reason for this may be the ‘fees-must-fall’ protest action 
of students, which made academic staff more aware of 
the social demands universities are facing.  Important to 
keep in mind is the interdependency between strategic 
drivers, as the protest action of students may have a direct 
influence on both students and social issues.

Technology, innovation and knowledge, market forces 
and resources were also mentioned as strategic drivers; 
this is mostly in line with the previous study.  In addition 
to the previous study, leadership was mentioned, 
while collaborations and quality were not raised by the 
interviewees as strategic drivers.

From the nine strategic drivers identified in the previous 
study, seven were also mentioned and listed during the 
interviews with very much the same frequency.  

CONCLUSIONS

In view of the results it could be deduced that academic 
staff perceive the following strategic drivers, in order of 
prominence, to be present in higher education:

• Government and regulatory bodies

• Globalisation and internationalisation
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• Students

• Social issues

• Technology, innovation and knowledge

• Market forces

• Resources

• Leadership

A great deal of overlap exists with the previous study of 
Rossouw and Goldman (2014), which affirms almost all 
of the strategic drivers as listed in the first study. The 
exceptions are collaborations and quality, which were 
not mentioned or listed by the interviewees and the 
absence thereof is viewed with some concern. It also 
became evident that not all the interviewees had the same 
perspectives on strategic drivers in higher education, as 
their level of understanding differed. 

MANAGERIAL IMPLICATIONS AND 
RECOMMENDATIONS

From a management perspective, knowing and being 
aware of the strategic drivers present within higher 
education could assist in managing strategically around 
these drivers.  In other words, knowing which strategic 
drivers are prominent will assist the faculty leadership to 
formulate strategic plans that are in line with its environment 
and, more specifically, with the most important influences 
of change in the higher education sector, known as 
strategic drivers.  This fit would allow the faculty to be 
more effective in achieving its strategic positioning and 
goals and to ensure sustainability over the long term.  

In addition, collaborations and quality also have to be 
considered as these strategic drivers have a direct impact 
on the operations and strategic intent of the faculty.  The 
Faculty of Management should also ensure that staff 
have an understanding of strategic drivers impacting 
them. This can be done by implementing an inclusive 

approach. Merely to have an understanding seems not to 
be sufficient, but knowing how to react and to strategise 
around these drivers in a collective way would be of 
importance. Therefore the faculty will have to manage 
strategic drivers as a team in order to ensure its long-term 
sustainability.  

LIMITATIONS

A possible limitation may be academic staff’s differences 
regarding their understanding of the concept of strategic 
drivers.  A further limitation is the limited scope of the study 
in that only the deans, heads of departments and a director 
were included in the sample size. 

FUTURE RESEARCH

As mentioned already, the paper forms part of bigger study 
in which the interviewees will be able to give their views on 
the impact and importance of each strategic driver as listed 
by Rossouw and Goldman in 2014.  In addition, the bigger 
study will also establish the interviewees’ perceptions 
of the general importance of strategic drivers, senior 
academics’ knowledge of strategic drivers and whether an 
empirical study on the topic is needed.
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ABSTRACT

The number of tourists visiting a particular country may 
have far-reaching effects on the economy of that country. 
The purchasing power of a currency, say the United 
States dollar (USD), in that particular country may affect 
the decisionsof travellers to visit, thus directly affecting 
the country’seconomy. This research tests the hypothesis 
that changes in the purchasing power of theUSD, as a 
benchmark, in a particular country affect the number of 
tourists visiting that country.Fluctuations in the purchasing 
power of the USD in 28 different countries were used as a 
predictor of fluctuations in the number of tourists that visited 
those countries. Various models were tested where the 
number of foreign tourists visiting a particular country was 
used as the dependent variable andchange in years, country 
and the local purchasing value of the USD were used as 

independent variables. The models were generated using 
Eureqa software. The results revealed that fluctuations in 
the purchasing value of the USD were poor predictors of the 
number of tourists visiting a particular country and that the 
country (as a variable) was the primary predictor of changes 
in the number of tourist visits. This research demonstrates 
that tourism numbers are not driven by the purchasing value 
of the USD, thus it would seem that affordability is not the 
primary driver of foreign tourists. The particular country – 
thus the attractiveness of the destination – seems to be the 
key consideration when travelling. The importance of these 
findings lies in addressing the myth that the relative value of 
currencies relates to international tourism numbers.

Keywords:  purchasing, currency, tourism, Eureqa, artificial 
intelligence 
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INTRODUCTION

It is possible that travellers may base their travel plans 
on the purchasing power of their money in a particular 
country. It may also be conceivable that people change 
their travel plans based on changes in the purchasing 
power of their money in a particular country. For example, 
the recent decrease in the value of the Russian rouble, 
making the price of local goods cheaper for foreign 
travellers, could make a visit to Russia more attractive 
and affordable. This research relates to this hypothesis, 
which suggests that changes in the purchasing power 
of a currency in a destination country will influence the 
number of tourists visiting that country.  

LITERATURE   

Purchasing power parity is an imperfect theory (Adrangi, 
Allender, & Raffiee, 2008; Mandel &Tomsík, 2008) and 
exchange rates do not allow for such parity, resulting 
in different prices for identical goods and services in 
different countries. For example, a bottle of Heineken 
– or other services of products - in the United States 
of America may cost USD4, while the same beverage, 
service or product, may cost the equivalent of USD2 in 
the Republic of South Africa (RSA). It might be assumed 
that should the price of goods and services in the RSA 
drop to USD1, more tourists would enter the country.

The Heineken index of purchasing power parity does 
not exist in the public domain, but a similar index, the 
Big Mac Index, does. The Big Mac Index was developed 
by The Economist (2016a) as a light-hearted guide 
to gauge purchasingpower parity in 1986. This index 
is used to compare the average price of an identical 
product, a Big Mac Burger, across different countries. In 
this way it is possible to state that in Russia in January 
2016, the price of a Big Mac Burger was the equivalent 
of USD1.53, compared to the price of USD2.34 in 
January 2010. This may make Russia a more attractive 
country to visit in 2016.

Although the Big Mac Index was intended as a light-
hearted guide, it has developed some recognition, and 

The Economist (2016a) states that it has become a global 
standard and that more than 20 academic articles have 
been published on this index. Many of these articles, 
including Atal (2014), Clements, Lan, and Seah (2012) 
and Vicente Portes and Atal (2014), are concerned with 
the validity of the index. Irrespective of these concerns, 
the EBSCOhost website lists 437 publications in which 
the index is mentioned, with 50 of these being academic 
journals. For ProQuest this number is 1 678, with 135 of 
these publications appearing in scholarly journals.  

The argument tested in this article is that higher 
purchasing power, and consequently lower prices in the 
host country, will boost tourism. Such a hypothesis is 
viable, as “an analysis of 60 economies by the IMF, a 
10% depreciation relative to the currencies of trading 
partners boosted net exports by 1.5% of GDP over the 
long term” and that “most of the improvement came within 
the first year” (The Economist, 2016b). This suggests 
an acute awareness of purchasing power by importers, 
which may also be the case for those who intend to visit 
countries as tourists. Similar hypotheses related to the 
tendency of tourists to be aware of the purchasing power 
of their currency have been formulated by Schneider 
(2004), Smith (2012) and Stock (2008).

The hypothesis formulated in this introduction, as well 
as those of Schneider (2004), Smith (2012) and Stock 
(2008), seems viable, but has not been empirically 
tested. This is the aim of this paper: to expound on 
our hypothesis that changes in the purchasing power 
of a currency in a destination country will influence the 
number of tourists visiting that country.  

METHOD

The method will be addressed under four headings.

Research approach

The research was approached from a critical rationalist and 
logical empiricist angle, implying a positivist perspective, 
focusing on avoiding falsity, the rejection of the nil 
hypothesis, and the use of hard facts embedded in the 
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application of standardised, reliable and valid instruments 
(Higgs & Smith, 2006; Honderich, 1995).

Design

The study used longitudinal data to test whether a model 
which includes currency valuation is able to predict tourism 
numbers more effectively than a random variable.

Procedure

Data on the purchasing power of the currency of a particular 
country, as well as on the number of tourists who visit 
that country were collected for the period 2002 to 2016. 
As the aim of this research was to focus on fluctuations, 
and as cross-country comparisons were central to the 
study, all scores were standardised so as to make cross-
country comparisons possible. Eureqa software (Schmidt 
& Lipson, 2009) was used to develop models with tourist 
numbers as the dependent variable and indicators of the 
local currency valuation, time and the country itself as the 
independent variables.

Country and time were converted into a composite variable, 
from 1.01 to 1.09, to indicate country number (1) with the 
integer part and reporting year with the decimal part (.01 
to .09). The USD Big Mac price, USD purchase price parity 
(PPP) and tourist numbers were converted to z-scores per 
country. Within Eureqa, programme outliers were removed 
for the z-scores of Big Mac price, PPP and Tourists, at a 
threshold of two multiples of the interquartile ranges.
Following the data preparation, models were generated 
with Eureqa to assess tourist numbers in a country as a 
function of country-time, the dollar price of a Big Mac, or 
the dollar PPP. The defaults for formula building blocks 
and the error metric were accepted. The data-splitting 
options were changed to use 50% of the fraction of first 
rows for training data, 50% of the fraction of last rows for 
validation data and to shuffle the data before splitting.

Instruments

Tourism numbers were obtained from World Bank 
data (World Bank, 2016). ‘Tourism numbers’ refers to 

international inbound tourists who travel to a country 
other than that in which they usually reside, for a period 
not exceeding 12 months, and whose main purpose in 
visiting is other than an activity remunerated from within 
the country visited. These data were taken from the 
World Tourism Organization (WTO). Data pertaining to 
the volatility in the value of currencies were obtained 
from the Big Mac Index (TheEconomist, 2016a). The 
data included were the Big Mac price (in USD terms) and 
the USD purchasing power parity (PPP) value.

Data analysis

Data analysis was done using Eureqa software (Schmidt 
& Lipson, 2009). Eureqa is a proprietary artificial 
intelligence powered modelling engine which uses 
evolutionary search strategies to determine mathematical 
equations that describe sets of data in their simplest form. 
The engine performs random equations with the data 
used and uses the results as the basis for new rounds 
of equations until a result is obtained. For the purpose 
of this study, declared variance in tourism numbers, as 
well as the number of dependent variables included in 
the model, will be used as criteria for the selection of a 
particular model. The model which declares the most 
variance with the lowest complexity will be presented first 
and this will be followed by models which add additional 
knowledge on the influence of the independent variables. 

RESULTS 

Results pertain to a description of the data collected as 
well as the models generated.

Data

In total, data from 28 countries were used (see Table 
1). The numbers of reporting years ranged from year 1 
to year 9, resulting in a sample size of 215. Presented 
in the table below are the Big Mac indicators and the 
annual tourism numbers as reported by the World Bank. 
Reporting years were represented by1 for 2006 to 9 for 
2014.
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TABLE 1: COUNTRY STATISTICS

Big Mac Tourists (millions)

Rank Country Mean Std dev Mean Std dev

1 United States 3.86 0.54 61.64 7.73

2 China 2.04 0.50 54.54 2.74

3 Turkey 3.85 0.49 31.59 6.40

4 United Kingdom 4.00 0.43 30.05 1.43

5 Russian Federation 2.31 0.34 25.45 4.03

6 Mexico 2.74 0.24 23.54 2.36

7 Malaysia 2.03 0.38 23.52 2.94

8 Hong Kong, China 1.89 0.29 20.76 4.32

9 Thailand 2.22 0.51 18.43 4.99

10 Canada 4.24 0.86 16.69 0.89

11 Poland 2.74 0.41 14.22 1.56

12 Egypt 2.24 0.35 10.78 1.75

13 Hungary 3.60 0.57 9.85 1.11

14 Czech Republic 3.49 0.64 9.54 0.68

15 Singapore 3.14 0.56 9.47 1.87

16 Republic of Korea 3.13 0.39 9.27 2.79

17 Denmark 5.25 0.39 8.89 0.68

18 South Africa 2.34 0.22 8.75 0.87

19 Japan 3.23 0.71 8.64 2.15

20 Switzerland 6.38 0.94 8.56 0.37

21 Indonesia 2.24 0.42 7.10 1.52

22 Australia 3.90 0.94 5.90 0.46

23 Brazil 4.68 1.12 5.38 0.52

24 Sweden 5.81 1.00 5.09 0.32

25 Argentina 3.32 0.93 5.06 0.64

26 Philippines 2.36 0.58 3.70 0.75

27 Chile 3.50 0.48 3.00 0.51

28 New Zealand 3.80 0.62 2.49 0.13

Source: Author (adapted from theEconomist (2016a) and the World Bank (2016))
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The top five countries with most tourists, with the mean and 
standard deviation respectively in decreasing order, were 
the United States of America (61.64, 7.73), China (54.54, 
2.74), Turkey (31.59, 6.40), United Kingdom (30.05, 1.43) 
and the Russian Federation (25.45, 4.03). The countries 
with the lowest number of visitors were Sweden (5.09, 
0.32), Argentina (5.06, 0.64), Philippines (3.70, 0.75), 
Chile (3.00, 0.51) and New Zealand (2.49, 0.13). South 
Africa ranked 18 out of the 28 countries with a mean and a 
standard deviation of 8.75 and 0.87 respectively,

Models

The Eureqa search for models ran for 42 hours 15 minutes 
and generated 11 models. The resulting models included 
the country variable as well as the Big Mac price. None of 
the 11 models included the PPP variable. The model with 
the least complexity and which declared the most variance 
in tourism numbers read as follows:

Ztourism = 0.2181 + sin(-44Country–time)

This model, Model 1, includes just one independent 
variable, namely, country-time, and the shared variance 
was 48% (R2 = .480) with a correlation coefficient of r = 
0.698. The mean absolute error (MAE) was 0.505. This 
MAE suggests a forecast accuracy about half of a standard 
deviation.

The first model, which included a currency variable and 
the Big Mac price, read as follows:

Ztourism = 0.2908 + 0.2587 * ZBigMac + sin(0.1088 – 
43.99 * Country – time)

This model, Model 2, included the Big Mac price and 
country-time as independent variables, provides a shared 
variance of 50% (R2 = .497) and a correlation coefficient of 
r = 0.717. The MAE was 0.475. This model is marginally 
better at forecasting than Model1, in view of its increased 
complexity (i.e. including an additional variable). Contrary 
to what was hypothesised, currency factors had little 
influence on tourist numbers; tourist numbers were found 
to be more sensitive to the country-time variable in both 
models. These findings are reported in Table 2. 

TABLE 2: MODEL AND VARIABLE SENSITIVITY

Model Variable Sensitivity % Positive
Positive 

magnitude
% Negative

Negative 
magnitude

1 Country-time 570.52 67 712.18 33 279.54

2 Country-time 461.31 59 598.1 41 265.68

Big Mac price 0.33644 100 0.33644 0 0

Source: Eureqa outputs

From Table 2 it can be read that the relative impact 
(sensitivity) of the single variable (variable: country-time) 
in Model 1 is 570.52 tourists per standard deviation, 
determined bytaking the partial derivative of the output 
‘tourist numbers’ with respect to the input factor ‘country-
time’. While in Model 2 the country-time variable is 
responsible for 461.31 and the Big Mac price for 0.33644, 
in magnitude the impact of the currency variable is 
negligible.

As can be seen from Table 2, the impact of Model 1 
differs from that of Model 2. In Model 1 an increase in 
the country-time parameter (by .01, say from 1.01 to 
1.02) will result in the likelihood of an increase in the 
target variable (tourist numbers) 67% of the time, with a 
magnitude of 712.18 tourists per standard deviation. In 
33% of the time, an increase in the country-time variable 
(by .01, say from 1.01 to 1.02) will result in a decline in 
tourism numbers, with a magnitude of 279.54. Model 1 is 
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thus positively skewed towards a higher positive increase 
at a greater likelihood.

The reduced impact of Model 2 versus Model 1 is also 
evident in Table 2. The results presented suggest that 
the likelihood that positive changes in the country-time 
variable will result in an increase in tourist numbers is 59% 
of the time, with a magnitude of 598.1. In contrast, the 
likelihood exists that negative changes in the country-time 
variable will decrease the target variable (tourist numbers) 
41% of the time, with a magnitude of 265.68. 

Important for this study is the fact that changes in tourism 
numbers are affected by the relative Big Mac price, but to 
a very small extent. This can also be read from Table 2. 
Positive changes to the Big Mac price (Big Mac burgers 
becoming cheaper) will have a100% likelihood of affecting 
tourist numbers, with a magnitude of 0.33644. This change 
in tourism numbers is very small (0.33644 versus 598.1). 
The results of Model 2 also reflect that there is no likelihood 
that Big Mac prices will affect tourist numbers negatively.

DISCUSSION

The set hypothesis was that awareness of purchasing 
power by travellers, as reflected by the Big Mac Index, 
will influence whether or not tourists flock to destinations 
where they receive value for their money. As stated above, 
tourism is an important source of income for many countries 
and thus investigating such a hypothesis is important.

The results of the Eureqa analysis revealed that the 
volatility of the relative value of the host country’s products, 
as reflected in changes in the Big Mac Index,have very 
little impact on tourist numbers.The country-time variable 
tends to predict tourist number increases, with cyclical 
characteristics.That is, tourism numbers are country 
specific and increase overtime. At first glance, this result 
seems obvious or straightforward but it has important 
implications. It is thus not affordability which drives the 
number of foreigners visiting a country but what the country 
has to offer. Marketers should, given this information, rather 
focus on marketing the destination than its affordability. It 
is also important to note, regarding this research, that the 

country-time variable is merely an indicator, signifying that 
country-specific factors affect tourism. The specifics of this 
have not been addressed in this study. Studies focusing 
on these factors could, therefore, be of great value.

It thus seems that the relative price of a Big Mac Burger, 
or for that matter a Heineken, or goods and services, does 
not influence travel plans. Therefore, eat (Big Mac Burger), 
drink (Heineken) and be merry (wherever you travel). Bon 
voyage!
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ABSTRACT

Through the development of specific objectives, and the 
achievement thereof, an event will not only be classified 
as a successful sport event, but will also attract, retain and 
grow participation. This paper identifies the success factor 
objectives (SFOs) for hosting mountain bike sport events 
with specific reference to the 2014 First National Bank 
Wines2Whales Mountain Bike Events (FNB W2W MTB 
Events). A total of 244 questionnaires were disseminated 
online during participant registration. Participant perceptions 

were analysed to explore the way in which participants 
evaluate event objectives. A factor analysis identified four 
SFOs: Competitive Advantage Elements, Basic Services, 
Route-Visual Components and Monetary Attractiveness. 
Of these SFOs, basic services were considered the most 
important objective. Consequently, hosting SFOs need to be 
identified, developed and excellently managed to ensure the 
hosting of successful mountain bike events.

Key words: event objectives, mountain biking, 
Wines2Whales, SFOs 
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INTRODUCTION 

According to figures on employment and expenditure, 
tourism is the largest industry in the world. More than 
800 million people – that is, roughly 12% of the world’s 
population − travel internationally each year, with many 
more travelling within their countries of residence (Kuenzi 
& McNeely, 2008:155). Tourism is the activity that occurs 
when tourists travel. This entails planning the trip, travelling 
to and staying at the destination. It even includes the  
return trip and reminiscing about the destination and time 
away afterwards. It also includes the activities undertaken 
while on the trip, purchases made and the interactions 
between the host community and the guest (George, 
2008:20). Over the years, tourism has evolved from being 
mass-product oriented to becoming more specialised in 
terms of personalised offerings due to the ever-changing 
demands made on the tourism industry. People travel 
to relax and to break away from their everyday routines 
(Kuenzi & McNeely, 2008:155). For some, the best kind 
of break is to broaden their education or to experience 
something new. For others, it means that they can be 
treated to and pampered with luxury (Buckley, 2010). 
Yet others might even prefer participating in sport events 
during their holidays. As a result, the growth in the variety 
of special interest tourism offerings might be subject to the 
various needs of tourists. Special interest tourism can be 
defined as the provision of customised tourism activities 
that cater to the specific interests of people. Perhaps 
the most common types of special interest tourism are 
recreation tourism (Gartner & Lime, 2000:17), cultural 
tourism (Richards, 2013:9), pleasure tourism (Harrison, 
2003:7), adventure tourism (Hudson, 2012:16) and sport 
tourism (Ritchie & Adair, 2004:26). 

The focus of this paper is sport tourism. Sport tourism 
can be seen as special interest or niche tourism involving 
sport tourists who travel to places which are known for a 
particular sporting facility (Getz, 2013:212; Ritchie & Adair, 
2004:26). Sport tourists can enjoy the sport event either as 
spectators or as participants. Sport events usually include 
competitive physical activities for both professionals and 
amateurs. Sport events vary from air sports, board sports, 
catch games and football to climbing, fishing and cycling, 
to name but a few. Cycling as a sport or activity has three 
main forms: 

1.  road racing (typically over long distances), 
2.  track racing (on an oval track), and 
3.  cyclo-cross (over rough, open country). 

Mountain biking, then, is the sport of riding bicycles off-
road. 

Focus was placed on a popular mountain biking 
event in South Africa, namely The First National Bank 
Wines2Whales Mountain Bike Adventure, Ride and 
Race Events (FNB W2W MTB Events). These events 
provide experiences that are beyond expectation and 
showcase a spectrum of spectacular beauty in the area 
(Wines2Whales, 2013). It is a multi-stage mountain biking 
event, consisting of three stages. The first stage is the 
W2W Adventure Event that caters to the needs of amateur 
mountain bikers. The second stage and third stages, the 
W2W Ride Event and the W2W Race Event (respectively), 
cater for the more serious mountain bikers. Groups of two 
riders per team must complete a distance of between 
60 and 80 km per day, over a three-day period. Riders 
start in Somerset-West in the Western Cape, where 
they cross a variety of terrains, before finishing within 
sight of the famous whales of Walker Bay in Hermanus 
(Wines2Whales, 2013). Rest points are provided each 
day with basic services including tented accommodation, 
a chill zone with a bar, meals, secure bike park, bike wash 
facility, official bike service suppliers, race briefing in a 
large marquee tent, hot showers, massage tent, medical 
facility and race office (Wines2Whales, 2013). 

PROBLEM INVESTIGATED

South Africa is currently providing a wide variety of 
mountain biking events, with these events being regarded 
as key activities on the sporting calendar (Streicher & 
Saayman, 2012:121). 

The growth in popularity of mountain biking though has 
resulted in stiff competition between event organisers 
to attract and retain mountain biking participants. 
Consequently, the problem being investigated in this 
paper is the current lack of Success Factor Objectives 
(SFOs) in hosting the W2W mountain biking events. 
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These SFOs play a fundamental role in creating and 
retaining high participant numbers. They are responsible 
ultimately for giving events a competitive edge and 
uniqueness – factors necessary if the event in question is 
to be hosted successfully. 

LITERATURE REVIEW 

Mountain biking began in the early 1970s when some 
young cyclists started to take their bicycles off-road through 

natural settings and terrains featuring slopes, curves 
and other geographical phenomena (Luthje, Herstatt & 
Von Hippel, 2002; Goeft & Alder, 2001). Mountain biking 
activities and events vary in terms of the level of skills, 
exercise and motivation required, as well as according 
to the kind of equipment that is needed (Goeft & Alder, 
2001). The activities can be divided into several different 
categories including cross- country, touring, downhill 
riding, free riding and dirt jumping (Davies & Newsome, 
2009:2). Riders may participate in more than one type of 
riding per event (Figure 1). 

Cross- 
country

Mountain
biking

categories

TouringDirt
jumping

Free 
riding

Downhill 
riding

FIGURE 1: MOUNTAIN BIKING CATEGORIES

SOURCE: AUTHOR’S OWN COMPILATION 

Cross-country covers a wide range of trails that would 
be based on single-track or forest roads and caters for 
inexperienced, gentle riders as well as avid competitors 
(Davies & Newsome, 2009:2). Tourism related to cross-
country is generally concerned with longer trips and 
overnight stays, carrying camping equipment and 
biking wide, gently sloping trails through natural areas 
(Davies & Newsome, 2009:2). Downhill riding is for 
more experienced riders using highly sophisticated, full-
suspension bikes for descending technically challenging 
trails (Davies & Newsome, 2009:2). Free riding mountain 
bikers are in search of technical challenges such as 

rocks, logs and elevated bridges, dirt jumps and drop 
offs with tough descents; and such events often involve 
off-trail riding (Davies & Newsome, 2009:2). Dirt jumping 
provides mountain bikers with dedicated jumping areas 
in which to execute a mix of jumping styles (Davies & 
Newsome, 2009:2).

Organising and managing mountain biking events is thus 
a complex process due to the intrinsic nature of the event 
and kinds of activities involved. Setting event objectives 
might assist organisers with the planning and hosting of 
these events. However, there is little understanding of the 
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importance of mountain biking event objectives to date, 
and no theoretical framework exists for studying event 
objectives. Such a framework would foster practical 
research that can inform event planning. 

In order to identify directions for research or theory 
on mountain biking event objectives, researchers can 
consider developing objectives from the mission and vision 
statements of these events, or developing objectives that 
derive from the benefits of participating in mountain biking 
events. Achieving these objectives as event organisers 
will not only satisfy the needs of mountain bikers – that 
is those who participate in mountain biking activities or 
events − but also those of the host community.  Some 
of the mission and vision statements state that the sport 
event is as much about spectacle and festival, as it is 

economic impact and social value. Mountain biking has 
many benefits appealing to different participants. It can 
be a source of fitness, fun, mental activity, technical 
challenge, recreation and entertainment in the natural 
environment. It can also result in a range of social and  
economic  benefits  to  regional  areas  and  the  wider  
community  by  stimulating  tourism  and  recreational 
spending (Getz, 2007:403).

Each mountain biking event is different and has unique 
SFOs that need to be identified and addressed if a 
successful event is to be hosted and participants are 
to compete in and finish the event (Kruger & Saayman, 
2012:68). Table 1 highlights current successful 
international and local mountain biking events and their 
respective event objectives. 

TABLE 1: MOUNTAIN BIKING EVENT OBJECTIVES

International MTB Events MTB Event Objectives References

MCA MTB Technical, Canada •	To provide structure and guidance for organised cycling in 
Manitoba.

•	To facilitate and communicate activities.
•	To develop coaches, athletes, officials and volunteers.
•	To promote cycling safety.
•	To provide standards and insurance for races.

MCA (2016)

Costablanca Bike Race, Spain •	To provide competitive and enduring events.
•	To offer the best services for the performance and comfort 

of participants and also itineraries of genuine mountain bike 
events.

•	To host the largest consumer bike exposition in North 
America.

Costablanca (2016)

Subaru Sea Otter Classic, USA •	To represent most of cycling’s racing disciplines including 
mountain bike cross- country, downhill, dual slalom and short-
track racing. 

•	To offer cycle-cross and a number of non-competitive 
recreational events for riders of all ages.

SOC (2016)

Local MTB Events MTB Event Objectives References

•	 Stanford MTB Tour 
•	 Houw Hoek Tour 
•	 Greyton Tour

•	To give MTBs and newcomers to multi-stage events the 
opportunity to enjoy a weekend of scenic, fun and non-
competitive riding.

Wines2Whales 
(2016)
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FNB Magalies Monster MTB 
Classic

•	To provide scenic beauty, technicality, toughness and a sense 
of accomplishing something unique.

Wines2Whales 
(2016)

Cape Town Cycle Tour •	To satisfy the ‘triple bottom line’ of Social Equity, 
Environmental Sustainability and Financial Responsibility.

Cape  
Town 
CycleTour (2015)

Liberty Cape Winelands En-
counter

•	To provide an experience of a lifetime. 
•	To treat riders as VIPs and offer world-class hospitality at 

five-star venues. 
•	To provide the best mountain-biking terrain.

Wines2Whales 
(2016)

TDA Global Cycling •	To provide their clients unparalleled personal challenges on 
two wheels and the experiences of a lifetime. 

•	To encapsulate the mystical, the magical, the practical and 
the sacred.

Tour d’Afrique 
(2016)

Mankele Mountain Biking •	To be a safe outdoor environment with a variety of activities 
and accommodation options for the whole family to enjoy.

Mankele Mountain 
Biking (2016)

Cape Pioneer Trek •	To provide a unique combination of exciting, diverse trails, 
passionate people and authentic human connection.

Cape Pioneer (2016)

The Greytown MTB Festival •	To provide best value for money. 
•	To provide a varied terrain for mountain bikers of all ages and 

abilities. 
•	To offer excellent camping facilities and ablutions over 

the weekend, with a number of food and beverage stalls 
available for hungry cyclists and their families.

Greytown MTB 
(2016)

Die Burger MTB Challenge, 
Stellenbosch

•	To offer challenging and picturesque wineland routes. Amarider (2011)

Sani2C •	To responsibly organise a multi-day, paired mountain bike 
event that attracts the interests of both local and international 
competitors. 

•	To bring the challenge of this multi-disciplined event within 
reasonable reach of all levels of athlete.

•	To promote tourism and conservation of the area to the 
benefit of its people through associated sponsorship and 
media interest. By co-involvement of the local communities, 
we strive toward improved awareness of the natural assets of 
the area and a resultant interest in its preservation. 

•	To raise funds for community education and create an 
awareness of the tourism potential of the magnificent 
region, thereby opening job opportunities and educating the 
residents about the importance of retaining the natural beauty 
of the area, and the various conservation issues around this.

Sani2C (2016)
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Kus-Karoo-Kus (KKK) Cycle 
Tour

•	To introduce riders to new places and roads.
•	To provide a carefree, well-planned cycling holiday that 

represents excellent value for money.

KKK Cycles (2011)

IMANA Wild Ride •	To develop a relationship between ‘the riders’ and the local 
peoples of the Wild Coast.

Imana Wild Ride 
(2015)

Tour de Wilderness •	To provide cyclists with an incredible opportunity to ride 
through amazing wild areas and scenic National Parks while 
at the same time raising funds for children in the Wilderness, 
a rural children’s environmental and life skills programme.

Children In The Wil-
derness (2015)

The Sabie Experience •	To challenge riders’ fitness, strength, and technical ability in 
and around the legendary mountain trails on the very scenic 
Komatiland Forests Ecotourism assets around Sabie.

Sabie Experience 
(2015) 

Asishove Mountain Bike 
Events

•	To offer a fun challenge and various difficulty levels to cater 
for all mountain bikers, from novice to advanced.

MTB Online (2012)

Hill2Hill MTB Marathon •	To grow the event into the stature similar to that of the 
Comrades Marathon and Duzi Canoe marathon with direct 
benefit to the communities in the area.

Hill2Hill (2016) 

Karkloof Classic Mountain Bike 
Marathon

•	To offer a world-class trail network which is accessible all-
year-round to recreational riders. 

•	To provide facilities at the Karkloof Country Club, including 
safe parking, hot showers and a place for participants to 
wash their bikes.

•	To enjoy a mind-blowing mountain biking experience.

Karkloof Mountain 
Biking (2015)

From Table 1, it can be deduced that in order to host a 
successful mountain biking event, four main objectives 
must be considered:

1.  The first objective is to offer competitive advantage 
elements, such as prizes and prize money; smooth 
registration procedures and time-efficient processes; 
and support and investment to beneficiaries and 
the community (Hill2Hill, 2016; Children in the 
Wilderness, 2015; Imana Wild Ride, 2015; Sani2C, 
2016; Cape Town Cycle Tour, 2015). 

2.  The second objective is to provide quality basic 
services during the event (Costablanca, 2016),  
such as good ablution and sleeping facilities 
(Greytown MTB, 2016; Karkloof Mountain 

Biking, 2015; Mankele Mountain Biking, 2016; 
Wines2Whales, 2016) and quality food (including 
water points). 

3.  The third objective is to offer scenic, safe, adventurous 
and well-balanced routes for participants (Karkloof 
Mountain Biking, 2015, MTB Online, 2012; Sabie 
Experience, 2015; Children In The Wilderness, 
2015; KKK Cycles, 2011; Sani2C, 2016; Amarider, 
2011; Greytown MTB, 2016; Cape Pioneer; 2016; 
Wines2Whales, 2016; MCA (2016). 

4.  The fourth objective is to offer souvenir and monetary 
attractiveness through sponsor offerings and a value-
for-money proposition (KKK Cycles, 2011; Greytown 
MTB, 2016).
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METHOD OF RESEARCH

The following section describes the questionnaire, the 
data collection procedure and the subsequent statistical 
analysis conducted.

Development of questionnaire

The questionnaire was developed, inter alia, to get a 
comprehensive profile overview of the FNB W2W MTB 
event participants. It was designed and presented as an 
online questionnaire, which could be accessed through 
the event’s website when registering to participate 
(Wines2Whales, 2013). The questionnaire comprised 
of demographic questions, and questions relating to 
success criteria objectives for the events. Secondary 
data was collected from existing sources. This data 
also formed the basis of exploratory materials informing 
the sports tourism phenomena and helped with the 
formulation of efficient questions, which was also based 
on literature relating to the topic (La Chausse, 2006; 
Streicher & Saayman, 2010:126; Kruger, Saayman & 
Ellis, 2012; Green & Jones, 2005:171). Demographic 
questions were measured using closed and open-
ended questions. The success criteria objectives were 
measured by a total of eight questions on a five-point 
Likert scale as measured from 1 to 5, with the following 
indications: (1) I strongly disagree; (2) I disagree; (3) I 
neither agree or disagree; (4) I agree; and (5) I strongly 
agree. 

Survey and sampling

Purposive sampling was used and 244 respondents 
from the FNB W2W Mountain Bike Events participated 
and completed the survey successfully. The survey 
was conducted online from 1 to 31 March 2014. This 
information helped data compilers to put together a 
representative sample of the profile of participants in the 
FNB W2W MTB Events. The total number of completed 
questionnaires was enough to produce valid results, and 
to permit the formulation of useful, relevant and efficient 
conclusions and recommendations concerning possible 
improvements at the events (Krejcie & Morgan, 1970). 

Statistical analysis

The data collected from the online questionnaire was 
captured in Microsoft™ Excel™. In order to achieve the 
stated aims, the analysis was completed in two stages. 
Firstly, the general profile of the participants at the FNB 
W2W MTB Events was determined through SPSS; a 
software programme used to process data into usable 
information (Kruger, 2009; SPSS Inc., 2012). Secondly, 
an exploratory factor analysis was done to determine the 
success factor objectives as perceived by the participants.

RESULTS 

The demographic profile of participants − 
FNB W2W Events  

Table 2 shows that 89% of participants in the FNB W2W 
MTB Events were male and 11% were female. Thirty-
seven percent (37%) of the respondents were between 
41 and 50 years of age, followed by 28% of respondents 
being between 31 and 40 years of age, 27% falling into the 
51 to 60 year age group, and 5% being between the ages 
of 61 and 70 years. The average age of the participants in 
the FNB W2W MTB Events was calculated to be 46 years. 

The majority of the respondents (66%) were from the 
Western Cape, with Gauteng contributing the second 
highest number of visitors (18%); 4% of the respondents 
were from Kwazulu-Natal, while 3% were from the Eastern 
Cape and 2% came from outside South Africa. Twenty-
five percent (25%) of respondents have occupations in 
the service industry, followed by those who are in the 
finance, insurance and real estate sectors (23%), 15% 
in retail trade, 7% in health, 6% in manufacturing, 5% in 
agriculture and 4% in construction. Fifty-five percent (55%) 
of the respondents were professionals, followed by those 
in managerial positions (14%), self-employed individuals 
(12%), those in technical positions (9%), farmers and 
sales consultants (3% respectively), pensioners (2%) and 
educators and housewives (1% respectively). 

Thirty-seven percent (37%) of respondents participated in 
the FNB W2W MTB Adventure Event, 36% participated 
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in the FNB W2W MTB Race Event and 27% did so in the 
FNB W2W MTB Ride Event. Thirty-four percent (34%) 
of respondents are in the team category of veteran men, 
followed by 23% in the sub-veteran men category, 19% in 
the mixed team category (male and female) and 16% in 
the master men category. 

Thirty-seven percent (37%) of the respondents indicated 
that they stay for five days after the duration of the FNB 
W2W MTB Events, 36% only attend the race and do 
not stay longer than the duration in the Western Cape 
province, 12% stay longer by two days, 7 % stay longer 
by 4 days and 6% stay longer by a single day. The 
average number of days that respondents stay on for 
after the event is three days. Twenty-eight percent (28%) 
of respondents cited being local residents as their reason 
for not staying longer than the duration of the race in the 
Western Cape province. Respondents who are not local 
residents, indicated that they were either on holiday or 
that they were going on a wine tour (1% respectively) 
(see Table 2). 

The participants were also asked about the average 
number of times they participated in the FNB W2W MTB 

Events and other competitive races (including the Cape 
Epic and Sani2c). The majority of respondents (73%) 
indicated that they had not participated in the Cape Epic, 
while 14% of the respondents indicated that they had 
only participated once in the Cape Epic, followed by 6% 
of respondents who had participated twice and 2% of 
respondents that had participated three times. Overall, 
respondents participated an average of only one time in 
the Cape Epic. 

Forty-eight percent (48%) of the respondents indicated 
that they had not participated in the Sani2C event, while 
17% indicated that they had participated once in the event. 
Fifteen (15%) had participated twice in the event and 9% 
had participated three times in the event. Respondents 
participated an average of a single time in the Sani2C 
event. Thirty-eight percent (38%) of respondents had 
participated at least once in the FNB W2W MTB Events. 
Twenty percent (20%) of the respondents indicated that 
they had never before participated in the event, followed 
by 18% who had participated twice in the event, and 15% 
who had participated three times in the event. Overall, 
respondents participated an average of two times in the 
FNB W2W MTB Events (Table 2). 

TABLE 2: DEMOGRAPHIC PROFILE OF PARTICIPANTS IN FNB W2W MTB EVENTS

DEMOGRAPHIC VARIABLES PROFILE
Gender Male (89%); female (11%)
Age Average age: 46 years 

Province of residence Western Cape (66%); Gauteng (18%); KwaZulu-Natal (4%)

Industry Service (25%); finance, insurance, real estate (23%); retail trade (15%); health (7%); 
manufacturing (6%); agriculture (5%); construction (4%)

Occupation Professionals (55%); managers (14%); self-employed (12%); technical (9%); farmers 
and sales consultants (3% each); pensioners (2%)

Type of W2W event Adventure Event (37%); Race Event (36%); Ride Event (27%)
Event category Veteran men (34%); sub-veteran men (23%); mixed (19%); master men (16%)
Length of stay after events Average days: 3 days
Reason for staying longer Local residents (28%); on holiday (1%); on a wine tour (1%)

Times participated Average times participated in FNB W2W MTB Events: 2 
Average times participated in Cape Epic: 1
Average times participated in Sani2C: 1
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The success factor objectives of the FNB 
W2W Events

In order to determine the success factor objectives as 
perceived by participants of the FNB W2W MTB Events, a 
factor analysis was conducted.

Factor analysis 

An exploratory principal axis factor analysis with Oblimin 
rotation was performed on the data collected from the FNB 

W2W MTB Events (n = 266) in order to determine how 
the questionnaire items clustered together as factors. Four 
factors were identified in the pattern matrix once Kaiser’s 
criterion was applied (Table 3). These factors were labelled 
according to similar characteristics. 

Table 3 provides an indication of the mean value loadings 
of the four extracted factors. 

TABLE 3: FACTOR ANALYSIS

Items

Factors (n = 4)

C
om

petitive 
A

dvantage 
Elem

ents

R
oute-visual 

C
om

ponents

R
oute-visual 

C
om

ponents

Souvenir and 
M

onetary A
t-

tractiveness

1 Prizes and prize money 0.691
4 Quality of registration and timing 0.502 0.324

5 Beneficiaries supported and community investment 0.712
2 Quality of ablution and sleeping facilities 0.784
6 Quality food (incl. water points) 0.730
7 Scenic, safe, adventurous and well-balanced routes 0.661
3 Sponsor offerings 0.355 0.265

8 Value for money 0.559
Cronbach’s Alpha 0.667 0.718 0.292

Inter-item Correlation 0.417 0.567 0.172

*Extraction method: Principal Axis Factoring. *Rotation Method: Oblimin with Kaiser Normalization.

Based on the results in Table 4, the reliability coefficients 
ranged from 0.718 (the highest) to 0.292 (the lowest. 
The average inter-item correlation coefficients (with 
values between 0.567 and 0.172) suggested that 
internal consistency for all factors had been achieved, 

as Clark & Watson (1995) state that the average inter-
item correlation values should lie between 0.15 and 
0.55. All commonalities were greater than 0.2, indicating 
that sufficient variance of each item was explained 
through the extracted factors (Pallant, 2016). The 
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following four success factor objectives were identified 
as necessary for hosting a successful mountain bike 
sport event: Competitive advantage elements (Factor 
1), Basic services (Factor 2), Route-visual components 
(Factor 3) and Souvenir and monetary attractiveness 
(Factor 4). Basic services (Factor 2) were perceived 
as the most important SFO for hosting a mountain bike 
sport event, with a reliability coefficient of 0.718 and 
an inter-item correlation of 0.567. This was followed 
by Competitive advantage elements (Factor 1) with a 
reliability coefficient of 0.667 and an inter-item correlation 
of 0.417. Participants regarded Souvenir and monetary 
attractiveness as the third most important CSF, with a 
reliability coefficient of 0.292 and inter-item correlation 
of 0.172. Although Route-visual component (Factor 3) 
obtained no reliability coefficient or inter-item correlation 
value, it is an important SFO to consider at mountain bike 
sport events. 

FINDINGS 

The research set out to determine the perceived SFOs 
of the events and how these perceptions differ according 
to the socio-demographic characteristics of event 
participants. From the aforementioned results, several 
findings can be observed. 

Firstly, it seems that overall, the participants perceive the 
FNB W2W MTB Events as providing a quality experience, 
as 6 of the 8 SFO elements had an above 80% satisfaction 
rating. This was borne out by respondents feeding back 
as agree or strongly agree to the criteria. 

Secondly, this study confirms that it is possible to 
measure the profile of the participants in the FNB W2W 
MTB Events:

• The majority of participants are male (89%), which 
confirms the findings of Symmonds, Hammitt & 
Quisenberry (2000), Goeft & Alder (2001), Carothers, 
Vaske & Donnelly (2001) and also of Cessford (1995).

• Participants are in the older age categories (with 
the average being 46 years of age). However, this 
result differs from findings of Symmonds et al. (2000), 

Carothers et al. (2001) and Goeft & Alder (2001), 
where it was indicated that participants were in the 
21−40-year-old category.

• Less than half of the respondents indicated that 
they had undertaken overnight or longer tours in the 
area, either for vacation or recreational purposes. 
This correlates with the findings of Goeft & Alder 
(2001). This low number may be due to the majority 
of participants residing within the Western Cape 
Province.

• The FNB W2W MTB Event participants indicated that 
they participate in several other mountain bike sporting 
events, correlating again with the findings of Goeft & 
Alder (2001) and Carothers et al. (2001).

In general, costs of multi-day stage races are very high 
(for example, the Cape Epic costs R75 000 per team). 
It may then be assumed that teams of professionals are 
participating, as results indicate that the participants are in 
the older age category and mostly male (Symmonds et al., 
2000; Goeft & Alder, 2001; Carothers et al., 2001; Cessford, 
1995).  

Thirdly, the perceived SFOs of the FNB W2W MTB 
Events could also be determined using the exploratory 
factor analysis which confirms the construct validity of 
the questionnaire. All communalities of the factors were 
greater than 0.2 and the questions were designed to get 
an accurate measure of what they were meant to (Table 
3). The exploratory factor analysis extracted 4 factors: The 
SFOs for the FNB W2W MTB Events consist of:

• Factor 1, competitive advantage elements, 
consisting of three items: (item 5) beneficiaries 
supported and community investment with a mean 
value of 0.712; (item 1) prizes and prize money with a 
mean value of 0.691; and (item 4) quality of registration 
and timing with a mean value of 0.502. These 
three items can be regarded as strong indicators of 
Competitive Advantage Elements. The results support 
the findings of Dancsecz (2008), Morey, Buchanan & 
Waldman (2002) and Kruger & Saayman (2012). 
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• Factor 2, basic services, consists of two items 
which can be considered as strong indicators of this 
factor, as both have mean values greater than 0.7. 
This factor was perceived by the participants as the 
most important SFO for the event: (item 2) quality of 
ablution and sleeping facilities with a mean value of 
0.784; and (item 6) quality food (incl. water points) 
with a mean value of 0.730. These two items can 
be regarded as strong indicators of Basic Services 
of the events. This correlates with the findings of 
Bowker & English (2002:13) and Kruger & Saayman 
(2012). 

• Factor 3, route-visual components, has  
1 item which includes (item 7) scenic, safe, 
adventurous and well-balanced routes with a mean 
value of 0.661, supporting the findings of Dancsecz 
(2008), Bowker & English (2002:10) and Kennett 
(2002).

• Factor 4, souvenir and monetary attractiveness, 
consist of 2 items. They are the following: (item 
8) value for money (mean = 559); and (item 3) 
sponsor offerings (incl. jacket, bag, products, 
services and rider zones) (mean = 265) (Morey et 
al., 2002; Kruger & Saayman, 2012).

It is important to note that each event has its own 
specific SFOs, as these differ considerably (Kruger & 
Saayman, 2012).

Fourthly, participant perception does not vary according 
to geographical residence or event category. This 
contradicts with findings by Winston & Cupchik (1992:8) 
and Keaney (2008:108), who state that perceptions 
may differ according to an individual’s preferences. 
However, perceptions did differ when participants took 
part in different event categories.

IMPLICATIONS AND RECOMMENDATIONS

Recommendations are based on participant profile and 
identified SFOs: 

Participant profile: 

• These empirical results confirm the notion that 
mountain biking (stage racing) attracts primarily male 
athletes, as the majority of participants in the FNB 
W2W MTB Events are male (89%). Three options are 
available to W2W regarding this overwhelming male 
attendance:

 ° Create a dedicated marketing communication 
programme – target female mountain bikers 
through advertising in female sport magazines 
and other dedicated means of media. 

 ° Create a one day W2W classic ladies race – 
similar to the successful SPAR ladies running 
events.

 ° The W2W sister race is known as the “Houw 
Hoek” tour – a two-day stage race (tour) in the 
same geographical area as the W2W. Currently 
the Houw Hoek tour attracts 30% female 
participation. The reason for this, according to 
Kriegler, Director of both races, is the slightly less 
technical track, meaning that participants only 
have to be away from their families for two days, 
and it’s a “tour” and not a race. Consequently, it 
would be wise to establish the Houw Hoek tour 
as the more accommodating one for females 
using a dedicated communication campaign.

In order to attract a younger audience, the following 
considerations can be considered:

 ° Market the events at schools, universities and 
other institutions of learning. 

 ° Focus on sports as a means of having fun 
and staying healthy and gear it towards family 
participation.

 ° Support development programmes initiated by 
the different cycling importers.
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 ° Diversify the market by providing new categories 
of participation: school learners, families and 
possible alternative routes for disabled riders (to 
be developed if need be).     

• Incorporate after-event activities (for example, go 
on a wine tour with new connections or explore 
the garden route with family and friends) into the 
programme of the FNB W2W MTB Events. This 
may lead to further growth in sport tourism. The 
rationale behind this recommendation is that 
the events themselves could then be seen as a 
reason for visiting the Western Cape (as 64% 
of respondents indicated that they stayed for an 
average of three days after the events in the area).

• Attract a broader geographic market for the FNB 
W2W MTB Events. Results have shown that the 
majority of participants reside in the province where 
the events are held.

• The FNB W2W MTB Events can continue to provide 
different categories of race events. In this way the 
events can cater for master, veteran and sub-veteran 
participants in the field of mountain biking, also 
broadening their market potential.

Success Factor Objectives (SFOs):

• For the events to have competitive advantage 
elements (SFO 1), they need to focus on the prizes 
and prize money (for example, prizes should reflect 
participants’ efforts and meet their expectations).  
Focus must also be placed on the quality of 
registration and timing (by ensuring that queuing and 
unfairness are eliminated and adhering to guidelines 
that ensure things stay on time as scheduled during 
the events).   Beneficiaries should be supported and 
there should be investment in the community (for 
example, through community support programmes, by 
employing local residents before, during and after the 
events). 

• The events can provide basic services (SFO 2) by 
ensuring quality ablution and sleeping facilities, and 

quality food and water points. It is important to note 
that this factor was perceived as the most important 
factor. However, there is room for improvement. For 
example, organisers should ensure the availability 
and affordability of a variety of foods and beverages 
to cater for different tastes.  

• The events must have route-visual components (SFO 
3) to enhance the experience of the participants. They 
can do this by providing scenic, safe, adventurous 
and well- balanced routes throughout the different 
areas and events.

• The events can provide souvenir and monetary 
attractiveness (SFO 4) to generate positive participant 
perception by providing sponsor offerings such as 
a jacket, a bag, products, services and rider zones. 
These product offerings can, in return, create 
value-for-money experiences for the participants. 
Alternatives should also be considered. 

Perceptions play an important role in determining the 
SFOs for the FNB W2W MTB Events. It is necessary to 
explore the nature of perceptions and preferences and 
how these influence participants’ opinions of the SFPs. 
Perceptions do not necessarily correlate with the actual 
success criteria of these events. Management must 
consider the areas in which perceptions are, in their 
opinion, lower than what they know it should be, given that 
these events are actually successful. These perceptions 
must then be analysed by management to determine 
the reasons why perceptions are not as favourable as 
expected. In conclusion, a positive perception naturally 
leads to a positive reality, resulting in higher participant 
numbers and, ultimately, participant loyalty. 

CONCLUSION

This paper has determined different SFOs of the FNB 
W2W MTB Events. The discussion in this paper has served 
to provide specific illustrations, largely based on empirical 
research, of the nature of sport participants’ perception 
regarding the success of these events. It is clear that 
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the participants perceive the events as being successful. 
However, there is room for creative improvement. This 
research was the first to be conducted in the context of 
the FNB W2W MTB Events. A valid measuring instrument 
for the SFOs to these events was identified. The research 
contributes by providing the organisers of the events 
with clear recommendations, enabling successful future 
hosting. This study has also contributed to South African 
mountain bike events literature, as focus was placed 
on SFOs for hosting such events. In order to enable 
comparative studies, it is further recommended that future 
research on this topic be conducted at other mountain bike 
events.
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ABSTRACT:

It is a common truism that geopolitical advantages 
accrue to Urban tourism destinations due mainly to the 
infrastructural developments associated with city centres. 
However, this study argues that rural destinations have a 
strong potential to complement and diversify the tourism 
product offering of Urban centres. Employing a case study 
of the Pretoria City Centre and Soshanguve Township 
(both within the City of Tshwane Metropolitan Municipality), 
this study reveals that in addition to the beautiful scenery 
and ecological advantages offered by the rural community, 
there is also the potential to decongest the city centre and 
increase the income from tourism.

While urban centres such as the Pretoria Central Business 
District (CBD) generally attract a good number of tourists, 
this advantage should be extended to less developed 
communities (Townships) which are in close proximity to 
the CBD. Through a quantitative survey of 401 tourists 
at various attractions in the Pretoria city centre, the 
study concludes that a good number of tourists to urban 
destinations are also attracted to tourism products in 
rural areas, notably the natural environment and cultural 
“authenticity”. Hence, the study recommends that rural 
destinations be marketed in conjunction with their urban 
counterparts as this will be beneficial to the tourists, urban 
centres and rural areas as well. 

Key words: Urban tourism, peri-urban attractions, local 
economic development, destination competitiveness.  
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INTRODUCTION

The purpose of this paper is to illustrate the potential 
benefits of the urban-peri-urban  mix for the tourism sector, 
in general and local communities in particular. This is 
embedded in the fact that even though many tourists enjoy 
the cosmopolitan attributes of city life, they equally admire 
the natural environment and the “authenticity” of peri-urban  
communities (Sebele, 2010). It is in this light that this paper 
explores the potential for a viable tourism mix between 
the city of Pretoria and the township of Soshanguve. The 
two communities fall within the jurisdiction of the City of 
Tshwane Metropolitan Municipality, with the difference 
that Pretoria lies in the Central Business District (CBD) 
while Soshanguve is about twenty-five kilometres from the 
city centre. This therefore presents an ideal scenario to 
explore the possibility of a viable urban-rural tourism mix.

The study of tourism business development has gained 
impetus in recent times. Lee and Chang (2008:180) 
allude to the general truism that tourism development 
attracts foreign exchange earnings, avails opportunities 
for job creation, stimulates growth in local industries, and 
triggers overall economic growth. According to Sebele 
(2010:136) the concept of community development was 
introduced as an approach to rural development in the 
1950s and 1960s. This approach calls for the more active 
involvement of locals in development issues. Similarly, 

tourism literature since the 1980s has advocated the 
inclusion and involvement of local communities in 
tourism as local residents have been identified as being 
instrumental in sustaining the product (Sin & Minca, 
2014:97; Sutawa, 2012:417). Furthermore, Tosun 
(2006:493) asserts that apart from being instrumental 
in tourism sustainability, community participation also 
ensures that a number of benefits accrue from tourism, 
namely employment opportunities for local residents, 
positive local attitudes, conservation of local resources 
and physical development within the community. 
Therefore, the succesful spread of tourism opportunities 
between Pretoria and Soshanguve will escalate similar 
benefits between the two communities.

BACKGROUND

The City of Tshwane is home to the administrative 
capital of South Africa (Pretoria) and houses over 
130 international diplomatic missions, making it the 
second geographical concentration of embassies after 
Washington DC. (StatsSA, 2014:9). On the outskirts of 
the Pretoria Central Business District (CBD) lie more 
than ten vibrant communities (Townships), namely: 
Atteridgeville, Mamelodi, Soshanguve, Mabopane, 
Ga-Rankuwa, Centurion, Akasia, Winterveldt and 
Hammanskraal (Figure 1).
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FIGURE 1: MAP OF THE CITY OF TSHWANE SHOWING SOSHANGUVE AND OTHER REGIONS (CITY OF TSHWANE, 2016).

Development planning in the City of Tshwane (COT) 
takes due consideration of the City’s unique status as 
the administrative and diplomatic capital of South Africa. 
This can be seen in the Tshwane Metropolitan Spatial 
Development Framework (COT, 2012), the Growth and 
Development Strategy for Tshwane (COT, 2006), the 
Tshwane Integrated Development Plan (COT, 2006b) 
and the City of Tshwane tourism master plan (2005). 
This implies maximising on the City’s tourism potential, 
among other economic opportunities. The 2015 “State 
of the Capital Address” subtitled, “Building the people’s 
capital” alluded to this by specifying four economic 
sectors earmarked to drive development within the next 
fifteen years towards the attainment of Tshwane vision 
2055. These four sectors are identified as: Education 
and the knowledge economy, Agriculture and agro-

processing, Business and diplomatic tourism, and the 
green economy.

The Soshanguve tourism situation

Soshanguve Township is situated approximately twenty-
five kilometers to the north of the Pretoria Central Business 
District (CBD). The township shares a similar history 
with other South African townships by virtue of being the 
product of apartheid legislation enacted in the 1950s to 
effect racially discrimatory governance (Setswe, 2010:38). 

However, the unique historical attribute of Soshanguve 
Township lies in the fact that it was not designed to 
accommodate one, but four ethnic groups, hence its name, 
“So” for Sothos, “Sha” for Shangans, “Ngu” for Ngunis and 
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“Ve” for Vendas (Setshedi, 2007). This is the genesis of the rich and diverse cultural heritage (Figure 2) of the community. 

         

FIGURE 2: EXHIBITION OF THE SOSHANGUVE CULTURAL HERITAGE

Such cultural diversity is evident in traditional dance, artwork, drama and cuisine.

In addition to this historical factor is the special natural advantage that Soshanguve enjoys by having the Tswaing crater and 
ecological nature reserve (Figure 3) within its surroundings. 

        
FIGURE 3: THE TSWAING CRATER AND ECOLOGICAL NATURE RESORT

The historical and natural factors mentioned above offer the 
Soshanguve community a unique competitive advantage 
over other townships in terms of tourist attractions. Even 
though, the City of Tshwane recognises the potential for the 
development of other tourism products in Soshanguve in 
the areas of architecture, arts, natural environment, culture 
and heritage, and shopping and entertainment (COT, 

2005:6), its realisation is stil a distant reality. Substantial 
economic benefits from tourism have not accrued to the 
local people, especially because busloads of tourists pass 
through the community to the Tswaing crater and ecological 
reserve without stopping in the community or interacting 
with the local people. Evidence of the economic deprivation 
and social imbalance between the City of Pretoria and 
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the township is visible in the high unemployment rate 
which stands at above 40 percent, in contrast to the 
unemployment rate of 24.2 percent in the City of Pretoria 
(StatsSA, 2014). This is the principal motivation of this 
study which proposes an Urban – peri-urban tourism 
mix between the City of Pretoria and the community of 
Soshanguve. The successful implementation of such a 
strategy will not only enrich tourists experiences in the City 
of Tshwane but also alleviate poverty and unemployment 
in the community of Soshanguve.  Furthermore, the 
successful development of a composite tourism product 
for the City of Pretoria and Soshanguve Township is likely 
to increase the competitiveness of the City of Tshwane as 
a tourist destination with more diverse attractions. 

Conceptual framework

Tourism destination competitiveness

In order for the urban-peri-urban tourism mix between 
the city of Pretoria and Soshanguve Township to be 
sustainable, it has to be competitive. Porter (1980:113) 
defines competitiveness as the ability of an organisation 
to stay in business, protect its investments, benefit from 
those investments, and sustain jobs in the long term. 
Jonker (2004:123) points out that at the macro level the 
competiveness of national governments is measured in 

terms of how their social, cultural and economic variables 
or resources perform in international markets with the 
ultimate objective being the real incomes of their citizens. 
Since 1979 the factors identified in Porter’s competitive 
advantage model such as factor conditions, demand 
conditions, government, chance and so on constitute the 
basis for the global competiveness report compiled by the 
World Economic Forum (WEF) (Keyser, 2009:43). 

Tourism research has demonstrated keen interest in the 
application of competitiveness theory to tourism in general, 
and destinations in particular (Keyser, 2009:46). Ritchie 
and Crouch (2003:15) define destination competitiveness 
as the ability to manage tourism assets, processes, 
attractiveness and proximity in such a way that these are 
included in the destination’s economic and social model 
in order to create value and increase wealth. Hassan 
(2000:239) further states that for a destination to remain 
competitive, it must sustain the resources being used and 
equally retain its position in the market place relative to its 
competitors. However, D’Hauteserre (2000:23) indicates 
that beyond retaining their position in the market place, 
competitive destinations should improve their market 
share over time. In this vein, the World Economic Forum 
Travel and Tourism Competitiveness Index (2008:38) 
(Figure 4) proposes three categories for the assessment 
of various national destinations. 
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Travel and Tourism Competitiveness Index

Sub-index A
T & T Regulatory 

framework

Policies, rules and 
regulations

Air transport 
infrastructures

Human capital

Environmental 
sustainability

Ground transport 
infrastructure

Affinity for Travel
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Safety and
security

Tourism 
infrastructure

Natural
resources

Health and
hygiene

ICT 
infrastructure

Cultural
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Prioritization of Travel
and Tourism

Price 
competitiveness

Sub-index C
T & T Human, cultural and 

natural resources
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Business environment and 

infrastructure

FIGURE 4: TRAVEL AND TOURISM COMPETITIVENESS INDEX (WORLD ECONOMIC FORUM, 2008:38)

The categories include: the travel and tourism regulatory 
framework, the travel and tourism business environment 
and infrastructure and travel and tourism human, cultural 
and natural resources (WEF, 2008). In other words, the 
competitiveness of a community as a tourist destination 
will depend on how effectively the mentioned areas 
are managed. Under each of the three categories are 
areas that can be investigated to establish how well the 
destination is doing with regards to specific aspects of 
travel and tourism. 

A pro-poor tourism approach

Tourism research has attributed the absence or slow 
spread of economic prosperity between the more affluent 
cities like Pretoria and their less fortunate peripheral 
neighbours like Soshanguve Township to the absence 
of economic linkages between the two communities 
(Sandbrook, 2010a). Such nexus can only be enacted if 
local businesses in the township form part of the tourism 
supply chain. This connection will provide the enabling 
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environment for the transfer of economic opportunities 
and cause pro-poor tourism to thrive. Described as the 
use of tourism as an instrument of poverty alleviation 
through job creation and income generation among 
poor communities (Ashley, Roe, & Goodwin, 2000), the 
concept of pro-poor tourism has gained prominence 
around the world (Lacher & Nepal, 2010a; Rogerson & 
Rogerson, 2010). Nonetheless, pro-poor tourism is not 
without its detractors, some of whom disagree on the 
use of the term itself rather opting for the term “anti-
poverty tourism” (Zhao & Ritchie in Hall, 2007), while 
others see pro-poor tourism as just another form of 
neo-liberalisation that fails to address the fundamental 
challenges of local people (Christian, Fernandez-Stark, 
Ahmed, & Gereffi, 2011).  Inspite of these differences, 
this study takes the stance that maintaining the pro-
poor tourism objective will be a strong motivation for 
the Urban-peri-urban tourism mix between the city of 
Pretoria and the Soshanguve community. Hence, this 
study undertook to find out the perceptions of visitors to 
the city of Pretoria regarding the attractiveness of the 
Soshanguve tourism product.

Methodology

The purpose of this study was to explore the potential 
demand for the township (peri-urban) tourism product 
among visitors to the city of Pretoria (Urban) attractions. 
The study adopted a quantitative approach in order to 
get the views of as many respondents as possible. 

Sampling frame

According to South African Tourism (SAT, 2012:55), 
Gauteng was the most visited province in South 
Africa in 2012, capturing 44.6% of all tourist arrivals 
to the country. Of these, 3.86 million (46.3%) were 
foreign tourists, while 5.1 million were domestic 
visitors. However, the City of Tshwane (COT, 2008:1) 
indicates that five million tourists visit the city annually.  
The sample frame for this study consisted of all five 
million visitors to the City of Tshwane Metropolitan 
Municipality as anyone of them could have been there 
during the study period from 23 to 27 September  
2013.

Sampling method

A convenience non-probability sampling method was used 
in the selection of the 401 (N) respondents, as every visitor 
to the City of Tshwane during the study period had an 
equal chance of taking part in the study. This number (401) 
conforms to the sample size required to validate the study 
(Sekaran, 2003:294; Krejcie & Morgan, 1970:608). These 
studies validate a sample of 384 (N) for a population of one 
million and above (Krejcie & Morgan, 1970:608).

In order to increase the chances of finding visitors to the 
Pretoria City centre during the study period,  key attractions 
in the City centre were targeted. These attractions were the 
Union Buildings, Freedom Park, the Voortrekker Monument, 
the South African Police Museum, Burgers Park and Church 
Square. Once at the attraction, visitors were randomly 
selected to complete the questionnaire.

Development of questionnaire

The research instrument was developed by the researcher 
with the aim of gathering information on demographic 
characteristics, travel behaviour and township exposure. 
The demographic characteristics of the visitors included 
aspects such as gender, age, home language, household 
income, occupation and place of origin. The rest of the 
questionnaire was informed by literature on tourism demand 
determinants (Hall, 2008:78), and the push factors for 
tourism demand (Fletcher, Fyall, Gilbert & Wahhill, 2013:7). 
The theoretical foundation here indicates that demand for 
tourism is motivated by issues such as culture and life course, 
information, accessibility, past experiences and preferences, 
and expectations and images. 

Data collection procedure

The data was collected between 23  and 27 September 
2013. Visitors to various City of Tshwane Metropolitan 
Municipality attractions were randomly approached and 
asked if they would like to take part in the study. To ensure 
that the respondents were visitors and not residents, a 
brief explanation of the purpose of the study was followed 
by a question requesting the respondents place of origin. 
Non-residents who agreed to participate in the study were 
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handed the questionnaire for completion. Out of the 401 (N) 
questionnaires successfully completed, 26 percent were 
collected at the Union Buildings, 22 percent from Freedom 
Park, 11 percent from the Voortrekker Monument, 34 percent 
from the South African Police Museum, 1 percent from 
Burgers park, 3 percent from Church Square and 3 percent 
from various events around the city. 

Data analysis

The captured data was analysed using the Statistical 
Package for Social Sciences (IBM SPSS) version 21. 
Descriptive statistical methods were then used to portray a 

general perspective on the issues considered important by 
visitors.

Results and discussion

Demographic profile of visitors to the City of 
Tshwane

Section A of the questionnaire focussed on profiling 
visitors to the City of Tshwane based on their demographic 
characteristics. The issues under consideration were: 
gender, age, home language, income, occupation and 
place of origin (Table 1). 

TABLE 1: DEMOGRAPHIC CHARACTERISTICS OF VISITORS TO THE CITY OF TSHWANE

Demographic characteristic Category Frequency (N) Percentage

Gender
Male 219 55%

Female 182 45%

Age

< 20 34 9%
21-30 201 50%
31-40 81 20%
41-50 49 13%
50+ 36 9%

Home language

English 93 23%
Afrikaans 49 12%
Tswana 74 19%
Sepedi 30 8%

Zulu 30 8%
Swati 22 6%

Others 103 26%

Province of permanent residence

Western Cape 40 10%
Gauteng 120 30%

Eastern Cape 17 4%
Free State 12 3%

KwaZulu Natal 21 5%
Mpumalanga 36 9%

Northern Cape 3 1%
North West 13 3%
Limpopo 39 10%

Outside RSA 100 25%
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Demographic characteristic Category Frequency (N) Percentage

Household income

<R25, 000 165 44%
R25, 000-R75,000 61 16%
R76,000-R150,000 35 9%

R151,000-R250,000 38 10%
R251,000-R350,000 25 7%
R351,000-R500,000 15 4%

>R500,000 36 10%

Occupation

Administration 68 17%
Education 104 26%

Entrepreneurs 40 10%
Professionals 66 17%
Technicians 77 19%
Unemployed 46 12%

The demographic statistics reveal that 55 percent of the 
visitors who took part in this study were males, with 50 
percent of all respondents aged between 21and 30 years. 
Most of them indicated that English was their home 
language, followed by Setswana with 19 percent. The 
fact that 30 percent of the visitors originate from Gauteng 
province is hardly surprising, but the fact that 25 percent 
of them are international visitors is a pleasant surprise. 
Also surprising is that the Western Cape province provides 
more visitors (10 percent) than many of the other provinces 
closer to Gauteng province.

However, most of the respondents (44 percent) earn less 
than R25, 000 per annum, probably explained by the fact 

that attractions such as the Union buildings, Church Square 
and Burgers Park have free entrance and thus attract low 
income earners.  Nonetheless, there is a positive indicator 
in the fact that 16 percent earn between R25, 000 and 
R75, 000, 10 percent between R151, 000 – R250, 000, 
and another 10 percent earn more than R500, 000. 

Preferred holiday activities of the visitors

The focus of the following section was to explore the 
activities that the respondents would like to engage in 
during their holiday as seen in Table 1 below.
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TABLE 2: SUMMARY OF VISITORS’ PREFERRED HOLIDAY ACTIVITIES

ACTIVITY

RATING

Not important Less important Important Very important

Visit museums and galleries 9% 14% 32% 45%
Appreciate nature 6% 7% 42% 45%
Appreciate architecture 8% 17% 40% 35%
Visit historical places 6% 14% 31% 49%
Visit cultural attractions 8% 14% 35% 43%
Mountain climbing 22% 29% 26% 23%
Horse riding 26% 33% 21% 20%
Hiking 27% 31% 21% 21%
Cycling 26% 31% 24% 19%
Fishing 27% 27% 27% 19%
Hunting 29% 28% 24% 19%
Swimming 17% 20% 36% 27%
Sunbathing 19% 25% 34% 22%
Sightseeing 10% 18% 36% 36%
Dining 14% 20% 37% 29%
Dancing 22% 21% 32% 25%
Drinking 27% 21% 29% 23%

When the percentage of activities rated “important” 
and “very important” is added together to see the most 
preferred holiday activities, the statistics reveal the top five 
activities to be the following:

  Appreciate nature    (87%)

  Visiting historical places   (80%)

  Visiting cultural attractions              (78%)

  Visiting museums and galleries  (77%)

  Appreciate architecture   (75%)

Evidence from the sample reveal that the most preferred 

activity as seen in the highest incidences of “very important” 
(49 percent) is visiting historical places. This is followed 
by “appreciating nature” at 45 percent, visiting museums 
and galleries at 45 percent, visiting cultural attractions at 
43 percent and sightseeing at 36 percent. This concludes 
the list of the five most preferred attractions. On the other 
hand, the least preferred activities, with the highest rating 
on the “not important” column are hunting (29 percent), 
hiking (28 percent), fishing (27 percent), drinking (26 
percent) and cycling and horse riding at 25 percent each.
Factor analysis was conducted on the data set in order to 
derive greater significance from the large data collected. 
Hence, a principal axis factor analysis with oblique rotation 
(direct oblimin) was conducted. The Kaiser-Meyer-Olkin 
(KMO) measure of sampling adequacy was 0.869 and 
Bartlett’s test of sphericity was significant (0.000).
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TABLE 3: RESULTS OF THE FACTOR ANALYSIS FOR PREFERRED HOLIDAY ACTIVITIES AMONG VISITORS

Visitor holiday activities Impact loadings

Factor label Adventure 
activities

Cultural 
activities

Social 
activities

Outdoor 
activities

Adventure activities
Cycling .832
Hiking .823
Horse riding .802
Fishing .723
Hunting .719
Mountain climbing .646
Swimming .429
Cultural activities
Visiting historical places .681
Visiting museums and galleries .665
Appreciate architecture .644
Appreciate nature .552
Visit cultural attractions .549
Social activities
Drinking .783
Dancing .696
Outdoor activities
Sightseeing -.660
Dining -.554
Sunbathing -.497
Cronbach’s Alpha 0.869 0.767 0.712 0.640
Inter-item correlations 0.525 0.397 0.553 0.373
Mean values for holiday activities 2.44 3.15 2.56 2.81

The factor analysis (Table 3) reveals four patterns in 
the travel activities of the tourists. These have been 
labelled adventure activities, cultural activities, social 
activities and outdoor activities. Adventure activities are 
those characterised by some adrenalin rush or greater 
excitement. These include cycling, hiking, horse-riding, 
hunting, mountain climbing and swimming. Cultural 
activities lead to greater awareness and exposure to other 
peoples’ way of life and derive from visiting historical 

places and museums and admiring architecture. Social 
activities tend to create greater interaction among people 
and outdoor activities are associated with being away from 
the house such as sightseeing, dining and sunbathing.

The Cronbach’s Alpha is acceptable as all the coefficients 
are higher than 0.5. The inter-item correlation was noted 
to be high (Tustin et al.., 2005:669).
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The factor with the highest mean value was found to 
be cultural activities (mean =3.15). This indicates that 
the greatest consideration among the respondents was 
given to cultural activities. This is quite favourable for the 
Soshanguve tourism strategy as the empirical results 
reveal a diversity of cultural attractions and the proposed 
strategy identifies cultural tourism as one of the unique 
selling points (USPs) for the community.

Factor correlation analysis: Activities of 
visitors to the City of Tshwane

The correlation between each of the holiday activities 
and all the other holiday activities is illustrated in Table 4 
below. The purpose of this was to ascertain if there were 
any significant relationships between any of the activities 
engaed in by the respondents.

TABLE 4: FACTOR CORRELATION ANALYSIS FOR PREFERRED 

HOLIDAY ACTIVITIES AMONG VISITORS

Factor 1 2 3 4

1. Adventure 
activities 1.000 .384 .191 -.396

2. Cultural activities .384 1.000 .027 -.310
3. Social activities .191 .027 1.000 -.192
4. Outdoor activities -.396 -.310 -.192 1.000

Note: ≤ 0.5 indicates significant correlations, 0.3  
indicates visible correlations and 0.1 indicates small 
correlations.

Factor correlations observed:

  Adventure activities and cultural activities

The visible correlation (0.384) between adventure activities 
and cultural activities in Table 4 above can be explained 
by the fact that both take place in relatively undisturbed 
environments. The correlation between the other factors 
was seen to be minimal.

In conclusion, the survey on visitors’ preferred holiday 
activities has revealed that most of the respondents are 
inclined to visit historical places and they also appreciate 
natural environments. Four patterns were extracted from 
the factor analysis, with two of these (adventure activities 
and cultural activities) indicating a visible correlation.

 Conclusion and recommendations

The conclusion from the travel and tourism competitiveness 
index (WEF, 2008) as discussed in the literature is that for 
destinations (urban and peri-urban) to stay competitive, 
they must maintain a diversity of tourist attractions such 
as natural and cultural resources. It therefore makes 
business sense for urban destinations such as Pretoria to 
brand and market themselves with rural destinations such 
as Soshanguve. This partnership would not just be for 
convenience but a sustainability imperative.

This study also recommends the implementation of 
the Urban-peri-urban tourism mix between the City of 
Pretoria and Soshanguve in order to avail the benefits of 
pro-poor tourism to the Soshanguve community (Ashley, 
Roe, & Goodwin, 2000). Results from the empirical study 
equally reveal that most of the visitors to the Pretoria City 
attractions (87 percent) appreciate nature while 80 percent 
of the tourists enjoy spending time at historical places. This 
further justifies the recommendation from this study for an 
urban-rural tourism mix for Pretoria and Soshanguve.

The factor analysis also brings to prominence four factors 
of preference to visitors to the Pretoria city attractions, thus: 
adventure activities, cultural activities, social activities 
and outdoor activities. Information on the background to 
this study indicates that while Soshanguve provides the 
ideal location for adventure and cultural activities, the City 
of Pretoria excels in the provision of social and outdoor 
activities. 

This study therefore concludes that the urban-peri-urban 
tourism mix is not only convenient but also indispensable 
for both Pretoria and Soshanguve as this will offer the 
tourists more things to do and see in both destinations, 
assist in projecting Soshanguve to the limelight of tourism 
and afford Pretoria with a greater product offering.
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ABSTRACT:

In South Africa, tourism higher education is offered by 
both private and public higher education institutions. 
The aims of tourism programmes range from grooming 
students for specific posts within the tourism industry 
by being purely vocational and there are courses that 
prepare students to enter tourism employment at junior 
management level. While there is a varied array of 
institutions and courses that offer tourism training and 
education, South African employers express concerns 

around the issues of curriculum and readiness of tourism 
graduates who enter the job market. Employers expect job 
ready graduates by increasingly placing an emphasis on 
generic and behavioural competencies in the recruitment 
for employment of graduates. This paper investigates 
the employability skills that should be developed through 
tourism higher education.

Keywords: Tourism higher education, skills, employability, 
critical cross field outcomes
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INTRODUCTION

South Africa places high value on tourism in order to 
alleviate the chronic lack of employment opportunities 
(Department of Economic Development, 2009:4) that 
prevail in the country. For the South African tourism sector 
to achieve this, the sector needs to maintain an upward 
trajectory in tourism arrivals. Essentially, growth in arrivals 
cannot be separated from competitiveness of the sector 
that is highly dependent on human resources. Equally, the 
quality of available human resources is concomitant to 
available education. Currently, there seems to be a discord 
between what educational institutions are providing to 
tourism students and what employers expect students to 
be able to do when they enter employment. 

PROBLEM INVESTIGATED

Knowledge, skills and competencies developed through 
undergraduate tourism education may be out of synchrony 
with the needs and expectations of employers in relation 
to employability skills. 

RESEARCH OBJECTIVES

The primary objective of this paper is to investigate which 
skills students must develop through undergraduate 
tourism education to meet tourism employers’ expectations 
of employability skills. 

The secondary objectives are as follows:

• To conduct a brief literature review on employability.

• To identify employability skills required by employers 
to effectively perform tourism jobs. 

LITERATURE REVIEW

In analysing employer skills required by employers from 
tourism graduates, Donina and Luka (2014:1), Pani, Das 
and Sharma (2016:6) and Wakelin-Theron (2015:1) assert 

that tourism graduates are not adequately prepared for 
absorption in the tourism industry. Understanding what 
graduates need to achieve or develop through tourism 
education for the purpose of employment in the tourism 
industry requires an interrogation of skills sets that are 
required by industry employers. Hodges and Burchell 
(2003:17), Burke, Jones and Doherty (2005:133), Singh-
Lather, Garg and Vikas (2008:11), Donina and Luka 
(2014:2) and Wakelin-Theron (2015:1) propose that 
employers are increasingly placing an emphasis on 
generic and behavioural competencies in the recruitment 
for employment of graduates. Yorke and Knight (2006:2) 
assert that “employers expect students, particularly 
at undergraduate level, to develop a range of skills, 
understanding, qualities and dispositions appropriate to 
employment”. Addressing the question of employability, 
Griesel and Parker (2009:1) assert that skills, knowledge, 
competencies and values of graduates are a precondition 
for achieving employability in synchrony with the needs 
and expectations of employers. 

A comparative study of literature by researchers such 
as Ahmed and Crossman (2008:61) Wang, Ayres and 
Huyton (2009:64) Zehrer and Mőssenlechner (2009:269), 
Singh-Lather et al (2011:11) and Wakelin-Theron (2015:2) 
reveals that employability skills are interchangeably 
referred to as soft skills, graduate attributes, graduate 
qualities, transferable skills, core skills, generic skills, 
personal skills, behavioural skills and key competencies. 
It is further worth noting that Harvey, Locke, and Morey 
quoted by Zehrer and Mőssenlechner (2009:269) 
identified that there is consensus that employability in 
its broadest sense is somehow establishing a closer 
connection between education and work which is one 
of the aims education and vocational training have. This 
study adopts the definition of employability proposed 
by Yorke and Knight (2006:5) declaring employability 
as “a set of achievements, skills, understandings and 
personal attributes that make graduates more likely to 
gain employment and be successful in their chosen 
occupations, which benefits themselves, the workforce, 
the community and the economy”.

According to Ahmed and Crossman (2008:62) students 
learn subject-specific or technical skills that are related to 
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a specific career and non-technical or employability skills 
throughout their academic life. Zehrer and Mőssenlechner 
(2009:260) specify non-technical skills as relevant across 
many different jobs or professions. Ahmed and Crossman 
(2008:61), Zehrer and Mőssenlechner (2009:260) and 
Singh-Lather et al. (2011:11) identify learning product-
related aspects of the job as technical skills. Providing 
further clarity, Ahmed and Crossman (2008:61) note that 
employability skills are not necessarily career-specific. In 
addition, Zehrer and Mőssenlechner (2009:260) point out 
that employability skills can be classified into behavioural 
aptitudes and intellectual abilities with the latter addressed 
as cognitive skills in academia. Singh-Lather et al. 
(2011:11) and Zehrer and Mőssenlechner (2009:269) 
conclude that tourism professionals require both technical 
and non-technical skills as tourism is primarily a service 
industry. 

In terms of attributes that are expected by employers from 
graduates in general, a list provided by the Pedagogy for 
Employability Group suggests that employers expect to 
find the following generic skills developed in graduates:

• imagination/creativity,

• adaptability/flexibility,

• willingness to learn,

• independent working/autonomy,

• working in a team,

• manage others,

• work under pressure,

• good oral communication,

• communication in writing for varied purposes/
audiences,

• numeracy,

• attention to detail,

• time management,

• assumption of responsibility and for making decisions, 
and

• planning, coordinating and organising ability 
(Pedagogy for Employability Group, 2004:5).

The identified skills are comparable with the Critical 
Cross Field Outcomes that are embedded in the National 
Diploma: Tourism Managements’ curriculum of Tshwane 
University of Technology (TUT). The Critical Cross Field 
Outcomes include:

• identify and solve problems demonstrating 
responsible decision-making, originality and a critically 
evaluative approach, 

• working effectively with others as a member of a 
team, group, organisation, community, 

• organise and manage time and activities responsibly 
and effectively, 

• collect, analyse, organise and critically evaluate 
information, 

• communicate effectively using visual, mathematical 
and/or language skills in the modes of oral and written 
persuasion, 

• use technology effectively and critically, 

• contribute to the full personal development of each 
learner as an individual, the subject field and society 
at large, by making it the underlying intention of the 
tourism programme to make learners aware of the 
importance of: 

 ° reflecting on and exploring a variety of strategies 
to learn more effectively, 

 ° participating as responsible citizens in the life of 
local, national and global communities, 
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 ° recognising the relationship between tourism/
hospitality and social, economic, environmental 
and political contexts, 

 ° exploring education and career opportunities, and 
developing entrepreneurial skills and opportunities 
within the tourism/hospitality industry (SAQA, 
2010:8).

The following section discusses the research method for 
this study. 

RESEARCH METHODOLOGY

This research is of quantitative nature and an online self-
administered/self-completion questionnaire was used for 
the purpose of collecting data. It is worth highlighting that 
the questionnaire was benchmarked against similar studies 
undertaken in the Australia and elsewhere (Wang, Ayres 
and Huyton, 2009:65; Koh 1995:71). There was therefore a 
considerable degree of confidence that the questionnaire’s 
constructs were relatively stable, while care was taken to 
adapt specific aspects to the current South African context.

Measurement tool

The self-administered questionnaire used to collect data 
for this study consisted of three sections (Section A, B and 
C) and comprised 18 items. Section A comprised only one 
question dealing with the respondents’ consent to participate 
in the study. Section B sought general information of the 
respondents such as the tourism sector represented, the 
size of the organisation, the level of education, the position 
held by the respondent in the organisation and whether 
the respondent had employed a TUT student in the past. 
Questions in Section C of the questionnaire were intended 
to measure the perception of the level of importance the 
tourism employers (respondents) attribute to each skill 
identified on the questionnaire for employment in the 
tourism industry.

Koh’s study (1995:71) which concluded that tourism 
curriculum should comprise 26 elements classified under 
General Education, Business Education, Tourism Education 

and Experiential Education was used as a guideline in 
formulating skills clusters for the questionnaire for Section C. 
Additionally, Information Technology (IT) was incorporated 
as an area of skills to indicate that this study recognises 
other studies. The questionnaire further incorporated 
information obtained using the current National Diploma: 
Tourism Management offered at TUT to generate skills 
that were tested. This paper, will only address the General 
Education skills as they apply to employability.

In order to avoid middle ground response to questions, as 
cautioned by Cooper and Schindler (2003:235-236) and 
Leedy and Ormrod (2013:193), a four point Likert scale 
was used. Cooper and Schindler (2003:236) posit that a 
four point Likert scale may help to eliminate respondent 
errors such as leniency, central tendency and a systematic 
bias that the respondent introduces by carrying over a 
generalised impression of the subject from one response 
to another. The four point Likert scale rating the importance 
of skills on the questionnaire was: 1 = Not Important, 2 = 
Important, 3 = Very Important and 4 = Extremely Important.

Data Analysis

Once the questionnaires were received via SurveyMonkey, 
they were converted to a Microsoft Excel file. Once all data 
was coded, it was analysed by means of the Statistical 
Package for Social Sciences (SPSS) software programme 
and Statistical Analysis System (SAS). The data was 
interpreted by means of the following methods:

• descriptive statistics in order to obtain an overview of 
respondents and skills that are perceived as important 
by tourism employers;

• factor analysis was used to analyse the structure of 
the correlations between a large number of variables, 
by defining a set of common underlying dimensions 
known as factors, thus reducing the data set to identify 
underlying relationships between measured variables 
and identify latent constructs (factors) and 

• Cronbach Alpha was conducted on the extracted 
factors to measure internal consistency or reliability on 
the constructs (factors) obtained in the factor analyses.
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Validity and Reliability

The questionnaire was piloted to test both the validity 
and reliability of the data collection tool. Additionally, 
the Cronbach’s Alpha was calculated for the extracted 
factors to measure internal consistency and reliability on 
the constructs (factors) obtained in the factor analyses. 
According to Tavakol and Dennick (2011:53), the 
Cronbach Alpha is a measure of the internal consistency 
or reliability of a set of items. This is a measure based 
on the correlations between different items on the same 
scale. As a rule of thumb, an Alpha of between 0.6 and 
0.7 is regarded as acceptable reliability and 0.8 or higher 
indicate good reliability. The item analysis of the Cronbach 
Alpha recalculates the Cronbach Alpha by deleting one 
variable at a time from the construct in order to see the 

effect (positive or negative) on the Cronbach Alpha. If a 
variable is deleted from the analysis and the Cronbach 
Alpha increases significantly, it suggests that that the 
specific variable does not correlate well with the rest of the 
variables in the construct and it is usually an indication that 
the variable should be excluded from the construct.

FINDINGS

General skills

The literature review identified 18 general skills. 
Participants were asked to rate the importance of the 18 
general skills for employment in the tourism industry on a 
four point Likert scale. 

TABLE 1: GENERAL SKILLS

Skills Level of importance Mean Score Std. Deviation

Customer service skills 3.64 0.596
Attention to detail 3.56 0.648
Confidence 3.51 0.641
Adaptability at work 3.45 0.661
Critical thinking 3.45 0.671
Computer literacy 3.37 0.686
Social skills 3.29 0.767
Organisational skills 3.26 0.814
Written communication skills 3.25 0.767
Creativity 3.23 0.811
Interpersonal skills 3.19 0.802
Oral communication 3.12 0.881
Negotiation skills 3.03 0.781
Ethical/social responsibilities 2.98 0.962
Arithmetical skills 2.93 0.783
Cultural sensitivity 2.84 0.92
Natural resource use and related issues 2.83 0.974
Cultures of the world 2.71 0.952
Total Average Score 3.202 -
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According to Table 1, the importance attributed to the 18 
general skills by tourism employers ranged from 2.71 to 
3.64 with the mean value of 3.202 (M = 3.202). On the 
whole, Table 1 suggests that employers consider all 
general skills evaluated as important for employment in 
the tourism industry. This result is consistent with findings 
by Koh (1995:71) and Wang et al. (2009:65). Table 1 
further makes it clear that, tourism employers view, the top 
three general skills for tourism employment as customer 
service skills (M = 3.64, SD = 0.596) attention to detail 
(M = 3.56, SD =0.648) and confidence (M = 3.51, SD = 
0.641). It was surprising to see that written communication 
(M = 3.25, SD = 0.767) is viewed to be more important 
than oral communication (M = 3.12, SD = 0.881) in a 
service oriented industry. It is further surprising to see that 
least important skills were perceived to be the cultures of 
the world (M = 2.71, SD = 0.952) in an industry that deal 
with people from different parts of the world. 

An open–ended question prompted respondents to 
add any other General Skills that were not listed on the 
questionnaire that employers considered to be important. 
The majority of respondents did not answer this question. 
Those who did answer indicated that they would like to see 
more computer operations, professionalism, telephone 
skills and using office technology such as photocopiers 
included as important general skills. 

Factor analysis 

According to Field (2009:731) factor analysis is a technique 
used to identify whether the correlation between a set of 
observed variables stems from their relationship to one or 
more latent variables in the data. Field (2009:731) further 
suggests that factor analysis is useful for investigating 
construct validity. Furthermore, Babbie and Mouton 
(2007:472) advise that the exploratory factor analysis 
(EFA) is generally used to discover the factor structure 
of a measure and to examine its internal reliability. 
By performing EFA, the number of constructs and the 
underlying factor structure are identified. Moreover, Field 
(2009:647) suggests that EFA is often recommended 
when researchers have no hypotheses about the nature 
of the underlying factor structure of their measure. In this 
study it was appropriate to perform an EFA as there was 

no hypothesised factor structure of the observed data. 
The EFA was performed to gather information about the 
interrelationship among the observed variables to identify 
latent constructs. The investigation of the constructs 
aimed to produce results that were more meaningful by 
grouping similar skills sets together that might reflect latent 
variables or constructs, which are easier to understand and 
quantify by the various tourism sectors for employment in 
the tourism industry. 

The Kaiser-Meyer-Olkin measure of sampling adequacy 
(KMO) was used to justify that there is enough 
intercorrelation between the variables to justify the 
factor analysis. This measure quantifies the degree of 
intercorrelation among the observed variables entered 
into the analysis. According to Field (2009:647) the KMO 
statistic varies between 0 and 1. A value of 1 indicates 
that the variable can be perfectly predicted without error 
by the other variables and a value of 0 indicates that 
the variable cannot be predicted by the other variables. 
A high degree of intercorrelation is needed in a factor 
analysis in order to obtain reliable constructs, therefore, 
the higher the KMO the better. The overall KMO for items 
in question 5 of section B of the questionnaire (Annexure 
A) is 0.897; therefore, these items have a high level of 
intercorrelation and can thus produce reliable constructs. 
Likewise, question 12 items of the questionnaire produced 
an overall KMO = 0.911 suggesting a high degree of inter 
correlation that can produce reliable constructs as advised 
by Field (2009:647). 

The factor extraction was performed using Kaiser’s 
criterion (Field, 2009:640) which recommends retaining 
factors with eigenvalues greater than 1 as significant. 
Field (2009:640) further proposes that all factors with 
eigenvalues of less than 1 are considered insignificant 
and disregarded. The rationale is that any individual factor 
should account for the variance of at least a single variable 
if it is to be retained for interpretation. The decision to 
use Kaiser’s criterion instead of a scree plot for factor 
extraction was directed by Field’s (2009:641) advice that 
Kaiser’s criterion is accurate when the sample size is 
more than 250 and the average communality is greater 
than or equal to 0.6. This study worked with an effective 
sample of 289 observations which is more than sufficient 
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for the required analysis. Factor loadings were rotated 
using the orthogonal (VARIMAX) rotation method which 
produced the rotated factor loadings as indicated in Table 
2. Factor loadings between 0.5 and more were regarded 
as significant and therefore only variables with factor 
loadings greater than 0.5 were retained in determining 

the factors. These variables are highlighted in the rotated 
factor loading tables in each section. The rotated factor 
loadings are used since the goal of any rotation is to obtain 
some theoretically meaningful factors with the simplest 
factor structure.

TABLE 2: PATTERN COEFFICIENTS: GENERAL SKILLS

Factor 1 Factor 2 Factor 3

Constructs
Cultural 

awareness
Skills

Cognitive abilities Information literacy and 
communication skills

Cronbach’s Alpha 0.9228 0.891987 0.901555

Cultures of the world 0.89832 0.12343 0.14601

Cultural sensitivity 0.89029 0.12972 0.15235

Natural resource use 0.85952 0.06806 0.14574

Ethical/social responsibility 0.79264 0.29281 0.24883

Presentation skills 0.58162 0.30823 0.49099

Adaptability at work 0.15386 0.86045 0.17223

Critical thinking 0.30063 0.78208 0.26645

Attention to detail -0.09173 0.77613 0.29438

Confidence 0.29960 0.77383 0.28916

Creativity 0.40121 0.67039 0.15881

Customer service skills 0.02321 0.57918 0.49149

Computer literacy -0.07419 0.27887 0.77569

Arithmetical skills 0.32795 0.18638 0.65697

Written communication 0.46820 0.19752 0.64445

Negotiation skills 0.45250 0.32150 0.58485

Organisational skills 0.40454 0.40994 0.57473

Social skills 0.45262 0.47359 0.55305

Interpersonal skills 0.46741 0.49666 0.53775
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Table 2 depicts the rotated factor loadings where factor 
loadings between 0.5 and more were regarded as 
significant. The highlighted factor loadings indicate the 
three retained factors.

Table 2 indicates that three factors were retained. The 
cumulative percentage of the variance extracted by the 
three retained factors is 71.53% (12.8746/18 = 0.71525). 
Therefore, almost 72% of the variation in the original 
data set is retained by reducing the number of observed 
variables from 18 to three latent variables or factors. Table 2 
further indicates the Cronbach’s Alpha that was conducted 
on extracted factors to measure internal consistency or 
reliability on the constructs (factors) proposed by the 
factor analysis. A Cronbach’s Alpha between 0.6 and 0.7 
is regarded as acceptable reliability, and 0.8 or higher 
indicates good reliability (Field, 2009:675). In this study, 
the Cronbach’s Alpha value suggests that all factors are 
reliable as indicated in Table 2.

The following section provides a detailed discussion of 
factor 1 to factor 3 which relate to General Skills.

Factor 1: Cultural awareness skills

Factor 1 as indicated in Table 2, has a Cronbach’s Alpha 
value of 0.9228. The following items constitute factor 1:

• Cultures of the world

• Cultural sensitivity

• Natural resource use

• Ethical/social responsibility

• Presentation skills

The first observation made with regards to factor 1 is that 
it supports the Critical Cross Field Outcomes adopted by 
SAQA (S.a:18). The attributes are embedded in TUT’s 
National Diploma: Tourism Management as Critical 
Cross Field Outcomes. The skills included in factor 1 
can be associated with the following Critical Cross Field 
Outcomes: 

• be culturally and aesthetically sensitive  
across a range of social contexts in managing  
and interacting with diverse people in the 
workplace, 

• identify and solve problems and make responsible 
ethical decisions within own limit of authority, and 

• demonstrate an understanding of the world as a set of 
related systems. 

The second observation regarding factor 1 is that the 
module Destinations which forms part of the subject Travel 
and Tourism Practice includes cultures of the tourism 
destinations that are incorporated as part of the curriculum 
of the National Diploma: Tourism Management offered at 
TUT. Surprisingly, Table 1 indicates that tourism employers 
do not place much importance on the cultures of the world. 

Thirdly, natural resource use can be linked to the 
subject Tourism Development. In the last place, social 
responsibility can be associated with the subject Tourism 
Management and presentation skills which are embedded 
in the curriculum through oral presentations from subjects 
such as Tourism Management, Marketing for Tourism, and 
Tourism Development.

Factor 2: Cognitive abilities skills

Factor 2 has a Cronbach’s Alpha value of 0.891987 
relating to good reliability as depicted In Table 2. This 
factor consists of the following items:

• Adaptability at work

• Critical thinking

• Attention to detail

• Confidence

• Creativity

• Customer service skills
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Factor 2 ties in well with the Critical Cross Field Outcome: 
Collect, organise and critically evaluate information which is 
a higher order thinking skill. Wang et al. (2009:65) identify the 
same attributes in factor 2 as important for tourism education 
and employment in their study on tourism education. 

The content analysis of the curriculum content of the 
National Diploma: Tourism Management reveals that factor 
2 which deals with higher order thinking skills is addressed 
in the assessment statements of the Department of Tourism 
Management at TUT provided in their study guides. 
Therefore, it can be concluded that creativity, attention to 
detail and confidence are incorporated through assessment 
methods used that include tests, assignments and oral 
presentations. 

Additionally, factor 2 includes customer service skills and 
adaptability at work which are skills that do not appear clearly 
on any of the learning subjects that are offered in the National 
Diploma: Tourism Management. It is important to note that 
customer service skills and adaptability at works mean 
scores of employers’ importance rating were among the 
highest scores as indicated in Table 1 (ranking mean scores 
of 3.46 and 3.45 respectively on a scale of 1 to 4). 

Factor 3: Information literacy and communication 
skills

Factor 3 has a Cronbach Alpha value of 0.901555 relating 
to good reliability as indicated in Table 2. Factor 3 consists 
of the following items:

• Computer literacy

• Arithmetical skills

• Written communication

• Negotiation skills

• Organisational skills

• Social skills

• Interpersonal skills

Factor 3 relates to with the Critical Cross Field Outcome: 
Communicate effectively using visual, mathematics 
and language skills in the modes of oral and or written 
presentations. The attributes addressed by this factor 
are also identified by Wang et al. (2009:65) as important 
for tourism employment.

The National Diploma: Tourism Management offered 
at TUT incorporates End-User Computing and 
Communication English 1 as subjects. In addition, the 
subject Tourism Management incorporates elements 
of organising and finance. The students’ mathematical 
ability is further cultivated in the subject Travel 
and Tourism Practice in the module Travel Agency 
Operations. Skills that are not clearly catered for within 
the curriculum at TUT’s National Diploma: Tourism 
Management are negotiating skills and interpersonal 
skills. An analysis of Table 1 indicates that tourism 
employers consider these skills as very important, with 
mean scores of 3.19 and 3.03 respectively.

MANEGERIAL APPLICATIONS

The paper investigated employability skills using TUT’s 
National Diploma: Tourism Management as a case 
study. The aim was to investigate what students must 
develop through undergraduate tourism education to 
meet tourism employers’ requirements in relation to 
employability skills. Table 1 listed 18 items as general 
skills which were identified through literature. The 18 
general skills on Table 1 were identified as important 
by tourism employers, suggesting that undergraduate 
tourism qualifications may benefit from integrating 
these skills in the curriculum. It must be pointed out 
that integrating all 18 general skills requires meticulous 
ability from curriculum planners which may be a tedious  
task. The three retained factors indicated in Table 
2, however, provide a gateway for implementing the 
general skills which are much sought after by tourism 
employers thus ensuring a responsive curriculum to 
the expectations of employers. Table 2 may be further 
utilised to articulate the Critical Cross fields outcomes 
that are set out by the South African Qualifications 
Authority in South Africa. 
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CONCLUSIONS

The survey of tourism industry expectations for employability 
skills resulted in the identification of three factors relating 
to employability skills. The top three employability skills 
identified by employers were customer service skills, 
attention to detail and confidence. Incidentally, all top 
three items crystallise around factor 2 which deals with 
cognitive abilities as seen on Table 2. As seen on Table 1, 
not all of the identified skills may be taught nor should they 
form the core of an undergraduate Tourism Management 
programme, they remain essential. A possible conclusion 
may be that these general skills must be planned and 
assessed using the factors retained in Table 2 within 
subjects where possible. Where such skills may not be 
appropriately assessed within subjects, they need to be 
appropriately planned and assessed during the Work 
Integrated Learning (WIL) component of the programme. 
Opportunely, the new Higher Education Qualification 
Sub Framework makes provision for programmes that 
incorporate WIL in the form of workplace-based learning 
to be appropriately structured, properly supervised and 
assessed (SAQA, 2013:41-48). 
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ABSTRACT

The grain commodities farming sector contributes 
significantly to the South African economy through job 
creation, foreign exchange earnings and supply of raw 
materials to other industries. Perhaps, even more important 
is the role grain commodities production plays in ensuring 
food security in South Africa. Currently, there are different 
trading strategies for minimising price-related risks and 
maximising profits. Previous research suggests that making 
the right decision for effective grain commodities trading has 
been a difficult task for stakeholders due to high volatility 
of grain commodities prices. Studies have shown that this 
is most challenging among grain commodities farmers 
because of their lack of skills and the time required to sift 
through and make sense of the datasets on the plethora of 
factors that influence the grain commodities market. 

This study proposed a framework that can be followed 
for developing a Decision Support System which grain 
commodities farmers can use for obtaining future prices 
of grain commodities for the different alternatives. A 
prototype Decision Support System was implemented 
using the framework that was proposed by this study. 
The developed system was used to acquire and integrate 
data from disparate sources which was used to develop 
models for predicting the spot and December futures 
prices of white maize. The results indicated that future 
prices of different grain marketing alternatives can be 
predicted fairly accurately, thus assisting and improving 
the decisions of grain commodity farmers when trading 
their commodities.

Keywords: Big Data, Grain price prediction, Decision 
Support Systems.
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INTRODUCTION

The prices of the grain commodities in South Africa are 
controlled by several local and international economic, 
political and social factors that are rapidly changing. 
Therefore, stakeholders in the industry, especially the 
grain farmers, are constantly exposed to price-related 
risks due to the volatility of prices of grain commodities 
(Venter, Strydom and Grové, 2013).

This volatility of grain commodities prices suggest that 
stakeholders will be confronted with important decisions 
when marketing their products. In South Africa different 
trading alternatives such as spot, futures contracts, forward 
contracts and options are available on the Johannesburg 
Stock Exchange (JSE) Commodity Derivatives Market for 
trading grain commodities. The choice of the right trading 
alternative can be used to manage price-related risks in 
trading grain commodities. It has been noted that trading 
grain commodities using the spot alternative is more risky 
(Mofokeng and Vink, 2013; Venter et al., 2013). Previous 
studies, however, have shown that a number of South 
African farmers still trade their grain commodities mainly 
by using the spot alternative (Jordaan and Grové, 2010). 
As a result, they do not take full advantage of all the 
alternatives that are available to them for managing price-
related risks and increasing profitability. This has been 
attributed to the complexities associated with obtaining 
grain market intelligence and determining a future outlook 
(Jordaan, Grové, Jooste and Alemu, 2007; Venter et al., 
2013). 

In order to optimise income and reduce price risks by 
choosing the correct trading alternative, knowledge about 
the future outlook and performance of the grain market 
for the different trading alternatives is required. To achieve 
this, it is required at present, that stakeholders in the 
industry sift through volumes of economic, political and 
social data (Wright, 2011; Trostle, 2008) that has to be 
sourced from various places. Moreover, they are required 
to make sense out of the changes in this data as it relates 
to the price of grain commodities on a regular basis 
(Mofokeng and Vink, 2013; Venter et al., 2013). Therefore, 
a system for supporting decision making for trading in 
grain commodities will be beneficial to the industry. Such 

a decision support system should be able to provide 
price predictions for the different trading options, thereby 
improving decision making about grain commodities 
trading.

Within the value chain of the grain commodities production 
and trade in South Africa, the grain commodities farmers 
seem to be price-takers, because they are compelled to 
take the prevailing market prices without being able to 
influence the prices and are left with limited options. In the 
long run, this can be seen as a threat to the sustainability 
of the operations of such farmers due to the price-related 
risks that they face yearly. This could be a contributing 
factor to the dwindling national production of grain 
commodities as indicated in reports by the South Africa 
Department of Agriculture, Forestry and Fisheries (DAFF, 
2015). Therefore, a Decision Support System that helps 
such groups to make better decisions in managing their 
price-risks and thus increase profitability will be beneficial.

Problem Definition and Main Research 
Objective

Price-related risks are a major concern in the trading 
of grain commodities as a financial derivative on stock 
exchanges all over the world. Hence, the availability of 
different commodities trading alternatives that provide an 
opportunity for effective management of price-related risks 
and the discovery of the best prices in the trading of grain 
commodities (Venter et al., 2013). However, it has been 
found that many people, especially farmers, do not take 
advantage of all the alternatives that are available to them 
in managing price-related risks and maximising profits 
with the exception of the cash (spot) sales (Jordaan and 
Grové, 2010).  

Making use of the different trading alternatives will require 
a more involved participation in the financial markets and 
a better understanding of the economic climate. This 
requires keeping abreast of the rapidly changing local and 
global markets to interpret implications for the present 
and also to predict the future (Venter et al., 2013).  By 
so doing, farmers and traders will have to deal with an 
enormous amount of financial, economic, political and 
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social data from several sources (Trostle, 2008; Wright, 
2011). The farmers are very important stakeholders in 
the grain commodities industry as producers, but most of 
them do not possess the skills, expertise and willingness 
to engage in activities such as scouting for data and 
market intelligence (Mofokeng and Vink, 2013; Venter et 
al., 2013). Hence, most of the farmers would rather sell 
their produce on a cash (spot) basis, which makes them 
vulnerable to more price-related risks. 

This study addresses the main problem that grain farmers 
in South Africa do not take full advantage of all the available 
strategies for trading their grain commodities because of 
the complexities associated with monitoring the datasets 
that influence the grain commodities market.  The main 
research objective of this study is to propose and evaluate a 
framework that can be followed for developing a computer-
based Decision Support System that collects, integrates 
and analyses the disparate datasets that influence the 
prices of grain commodities for improving farmers decision 
making about trading their grain commodities. 

RESEARCH METHODOLOGY

Based on the identified research problem, this paper 
specifically focuses on the predictions of grain commodities 
prices for different marketing alternatives. Hence the 
predictions of the spot and the December futures contract 
prices of white maize in South Africa will be used as a 
case study. The objective of this study indicated that the 
creation of the expected artefacts and research process 
will be iterative. Therefore, the Design Science Research 
(DSR) methodology was adopted. DSR methodology 
provides a scientific approach that can be followed for 
the creation of objects or artefacts that provide a practical 
solution to problems (Johannesson and Perjons, 2012). 
Furthermore, it can be used in addressing problems 
with complex interaction between systems, processes, 
resources and people which could be grounded in multiple 
disciplines (Vaishnavi and Kuechler, 2015). By following 
the prescribed relevance, design and rigour cycles of 
DSR, this study was able to explicate the problem to 
identify the main requirements, the eventual design and 
implementation of the artefact, namely a framework for 

developing a Decision Support System for grain farmers 
(Peffers, Tuunanen, Rothenberger and Chatterjee, 
2008; Hevner, 2007)presents, demonstrates in use, and 
evaluates a methodology for conducting design science 
(DS. 

An inter-disciplinary approach was taken during the 
explication of the problem, leading to an understanding of 
the needs of the stakeholders. The outcome of the DSR 
methodology informed taking a Big Data approach and the 
use of Backpropagation Neural Network for the predictive 
analytics of the grain commodities prices. This resulted 
in the development of a Decision Support System, which 
was also evaluated for its usefulness and ability to identify 
optimal models as part of the implementation of the DSR 
methodology.

LITERATURE REVIEW

Decision-making capabilities provides a key understanding 
of how organisations function (Kowalczyk and Buxmann, 
2014). Studies on decision making suggest that the 
key responsibility of business leaders and managers 
is decision making (Hodgkinson and Starbuck, 2008). 
Therefore, a better understanding of decision making 
processes could help decision makers in organisations and 
businesses to acquire and deploy resources effectively to 
maximise utilities or increase value of the organisation. 
Insights into the challenges of decision making within 
organisations and businesses have identified uncertainty 
and equivocality (Daft and Lengel, 1986; Kowalczyk and 
Buxmann, 2014)”mendeley” : { “formattedCitation” : “(Daft 
and Lengel, 1986; Kowalczyk and Buxmann, 2014. 

Uncertainty in decision making is described as a result of 
the lack of sufficient information. This can be remedied by 
increasing the amount of information available for decision 
making and organisational design (Kowalczyk and 
Buxmann, 2014). However, equivocality in organisations 
and their decision-making system refers to having 
ambiguity, lack of comprehension of the problem at hand 
or a lack of information available to offer solutions (Daft and 
Lengel, 1986). This might explain why decision makers 
resort to intuition, emotion or their past experience when 
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they have to make a decision when uncertainty, ambiguity 
and equivocality exist, especially when there is a degree 
of complexity in the situation. The availability, systematic 
processing and controlled delivery of the information 
available can address the problems of uncertainty and 
equivocality. 

Improving decision making 

An excellent decision maker is unlikely to be successful 
with a faulty decision-making system, incomplete 
or confusing information. It is more likely to expect 
decision makers to be more successful with a systematic 
decision-making process and the necessary support 
including those elements that reduce uncertainty and 
equivocality (Davenport, 2009, 2010; Courtney, Lovallo 
and Clarke, 2013). Hence, Bazerman (2006) suggested 
that the focus of improving decision making should be 
on making the decision-making process and supporting 
tools better.

Different research into how decision making can be 
improved in organisations have mentioned the use of 
technology as a key factor for improving the decision-
making process (Davenport, 2009; Courtney et al., 
2013). Computer Science and Information System tools 
enable better communication in organisations through 
enhanced flow and effective sharing of information at 
reduced costs. These tools and systems have evolved 
over the years from merely data-collection systems 
to tools that decision makers can use to predict the 
future (Sauter, 2010). With the emergence of Big Data, 
the amount of data produced and its availability is 
increasing considerably. Furthermore, there has also 
been an evolution of decision-making systems like 
Business Intelligence, Business Analytics and recently 
the emergence of Data Science (Chen, Chiang and 
Storey, 2012; Dhar, 2013). These concepts and tools 
are able to improve the process and the outcome of 
decision making (Brynjolfsson, Hitt and Kim, 2011; 
Kowalczyk and Buxmann, 2014). 

It can therefore be deduced that the use of Computer 
and Information System based concepts, tools and 
systems that enable the effective use of information 

and data is an important factor in improving decision 
making.  Hence, this study explores the use of a 
Decision Support System by grain commodities farmer 
in South Africa when trading their produce in order to 
obtain optimum price.

Big Data

The impact of data in practice and research are far-
reaching. In most cases, data forms the basis of 
decision making within organisations and is the basis 
of scientific inference where research is concerned. 
Some organisations now consider data as one of their 
most important assets (Brynjolfsson et al., 2011). This 
might be irrespective of the quality or the quantity of 
data available to such organisations. However, in recent 
years, data has become globally available and the 
amount of data generated has increased significantly 
(Manyika et al., 2011). As a result, the expectation of 
practitioners and researchers about data is intensifying 
and the concepts of Big Data and Business Analytics are 
emerging in Computing Science fields and several other 
disciplines. The new concepts have been described 
as having challenges and opportunities that will affect 
productivity, profitability and efficiency (Manyika et al., 
2011; Mayer-Schonberger and Cukier, 2013).

The volume of data available globally has grown 
significantly and the rate of growth is increasing by the 
minute. This deluge of data generated is now described 
as Big Data and has changed the way people live and 
how organisations operate. It has become a defining 
factor on how business is conducted and the impact is 
also being experienced in the different fields of research 
and practice (Manyika et al., 2011; Chae and Olson, 
2013).

The definition of Big Data has been based on its 
complexities, sources, storage and management. Big 
Data was described in earlier studies according to the 
volume of data created, the velocity of data created and 
the variety of data that make up Big Data (Manyika et 
al., 2011; McAfee and Brynjolfsson, 2012). However, 
recent studies have now included veracity as part of 
what characterises Big Data (Mayer-Schonberger and 
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Cukier, 2013). These characteristics describe the wide 
variety of datasets that complement each other, the 
velocity at which data is created and the complexity of 
uncleanness and inaccuracy of Big Data as a result of the 
other characteristics (Manyika et al., 2011; Davenport, 
Barth and Bean, 2012; Mayer-Schonberger and Cukier, 
2013). Hence, it is erroneous to consider large datasets 
as Big Data just because of their volume (Goes, 2014). 
The combination of the volume and the velocity and/
or variety together is what makes Big Data different, 
necessitating new ways of storing and processing data 
(Chen and Zhang, 2014). This uniqueness, compared 
to traditional data, is also what defines the opportunities 
to generate dynamic and real-time insights, support 
decision making, predict the future and facilitate 
organisational learning from Big Data. 

Big Data offers organisations an improved decision-
making process, improved quality of decisions and the 
ability to make decisions in record time (McAfee and 
Brynjolfsson, 2012; Kowalczyk and Buxmann, 2014). 
Moreover, the ability to use Big Data for predicting 
the future, extracting actionable insights and making 
recommendations through the use of advanced analytics 
have also been described as major opportunities that 
Big Data can offer (Ayankoya, Calitz and Greyling, 
2014). The evolution of Big Data has made available 
tools and technologies that makes it possible to process 
data differently, with the availability of almost unlimited 
processing power and storage. Furthermore, using the 
approach makes it possible to go beyond the barriers of 
traditional data analysis (Minelli, Chambers and Dhiraj, 
2013). 

Decision Making for Grain Commodities 
Trading

The grain commodities farmers are always looking 
for how to maximise profits by selling their grain 
commodities well above their total cost of production. 
However, they are constantly exposed to price-related 
risks in the trading of grain commodities because 
of the volatile nature of prices of grain commodities 
(Venter et al., 2013). The volatility of the prices of grain 
commodities and other agricultural products has been 

a source of concern for academic researchers as well 
as governmental and non-governmental organisations 
for many decades (Wright, 2011; Trostle, 2008). This is 
because the volatility in the prices of grain commodities 
have dire and multifaceted implications. Moreover, the 
grain commodities market have social implications 
on issues like the fight against poverty and economic 
implications such as the Gross Domestic Product (GDP) 
and sustainability of the agricultural sector which is very 
important in many countries (Headey and Fan, 2008; 
Trostle, 2008).

The South African grain commodities market was 
deregulated and became a free market in 1996 (Doyer, 
D’Haese, Kirsten and Van Rooyen, 2007). The implication 
of this is that prices were subsequently determined by 
the markets. As a result, the industry became more 
competitive and producers became responsible for 
the trading of their commodities (Jordaan and Grové, 
2010). However, this meant an increase in the volatility 
of prices of grain commodities with the implication of 
higher price risks for stakeholders in the industry. This 
is because the market was now influenced by various 
economic, social and political factors (Wright, 2011; 
Venter et al., 2013).

The volatility of grain commodities prices, the associated 
price-related risks and the responsibility of trading their 
own grain commodities suggests that farmers will be 
confronted with important decisions when trading their 
products. Previous studies have shown that many South 
African grain commodities farmers are not participating 
fully in the market because they do not have the required 
skills, knowledge and time (Jordaan and Grové, 2010; 
Venter et al., 2013). 

Based on the requirements and nature of the grain 
commodities market in South Africa, it can be argued 
that the farmers do not participate fully because taking 
full advantage of the possibilities in the market will 
require that they sift through and understand volumes 
of economic, political and social data (Wright, 2011; 
Trostle, 2008) that is dispersed in several places. 
Moreover, they will be required to make sense out of the 
changes in these data as it relates to grain commodities 
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trading on a regular basis. This means that the farmers 
may have less capacity to focus on their core business of 
farming. Hence, many of the grain commodities farmers 
in South Africa focus on the easiest but least optimum 
strategy for trading their grain commodities which is the 
spot alternative. (Mofokeng and Vink, 2013; Venter et 
al., 2013). 

Market Intelligence for grain commodities 
trading

The need for future price prediction is an important factor 
for decision making about grain commodities trading.  
The ability to know and compare what the price of a 
grain commodity will be for each of the available trading 
strategies will enable farmers to decide which strategy 
to adopt and when it will be more profitable to sell their 
produce. Big Data and Analytics present an opportunity to 
create a single source of market intelligence and prediction 
for prices of grain commodities.

Researchers and practitioners have sought the use of data 
to determine possible future outlooks for many years before 
the evolution of Big Data through the use of mathematical, 
statistical, financial and economic modelling. However, 
Davenport (2014) suggests that adding datasets from 
more data sources can add more value to models than 
just refining such models. As a result, studies have shown 
that Big Data offers an opportunity to create new products 
and services that are specially developed, based on 

the insights and discoveries from Big Data (Patil, 2012; 
Davenport, 2014).

PROPOSED GRAIN TRADING DSS 
FRAMEWORK

This study adopts a Big Data approach for proposing a 
framework that can be followed in developing a Decision 
Support System (DSS) for the acquisition and integration 
of disparate datasets that influence the price of grain 
commodities for making real-time predictions. Methods for 
understanding and making forecasts from complex, time 
series data can then be used to add value to such data for 
price discovery and decision making. 

An ideal Decision Support System requires a data 
component, a modelling component, a knowledge 
component and the user-interface component (Sauter, 
2010). Therefore, a framework for a Decision Support 
System that supports trading in grain commodities is 
proposed as illustrated Figure 1. The proposed framework 
suggests a domain knowledge component for identifying 
the factors that influence grain commodities trading. Other 
components of the framework include real-time acquisition 
and integration of datasets from different sources on 
the identified factors that influence the market, together 
with the use of computation-intelligence technique for 
modelling. The framework further includes the use of 
visualisation techniques for the presentation of result and 
a technology consideration component for the choice of 
tools that will enable the adopted Big Data approach.
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FIGURE 1: PROPOSED GRAIN COMMODITIES TRADING DSS
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Domain knowledge 

The proposed framework suggests that an investigation 
of the factors driving the volatility of prices of grain 
commodities should form the foundation of the DSS for 
trading grain commodities. This investigation requires 
adequate knowledge of the domain to ensure that the 
process of data gathering has a scientific background. 
The factors that influence the grain commodities industry 
include several variables that affect grain prices (Trostle, 
2008; Abbott, Hurt and Tyner, 2011; Wright, 2011). Some 
of these factors include domestic utilisation, industrial 
utilisation, utilisation by major importing countries and 
production level in major exporting countries. Others 
include influence of weather on production, input costs, local 
stockpile, international stockpile, price, demand, supply 
and storage of substitutes, level of utilisation compared 
to stockpile (stock-to-use-ratio), currency exchange rates 
(especially US Dollars to other currencies), price of crude 
oil and local interest rates.

Several variables fall under each of these themes with 
varying degree of influence. It has also been noted that 
different schools of thought exist as to which of the themes 
should be the focus of understanding the volatility of grain 
prices (Wright, 2011, 2014). The volatility of grain prices, 
especially during market shocks that create outliers in the 
price data, might be as a result of different combinations 
of factors at different times (Abbott et al., 2011; Wright, 
2014). 

The acquisition, integration and processing of data on the 
factors that have been identified above for predicting grain 
commodities prices would provide a decision support to 
grain commodities farmers. 

Real-time data acquisition and integration 
layer

It was noted that the datasets for the variables that 
influence the grain commodities market in South Africa 
are available from different sources. Some of the datasets 
are made available in real-time, others in near real-time, 
while there are others that are made available at longer 
frequencies such as daily and monthly.  

A Big Data approach, tools and techniques, were proposed 
for acquiring datasets. This will ensure that challenges 
associated with collecting and usage of data as they are 
generated (e.g. inconsistencies, volume and different 
structures) are dealt with. Therefore, the proposed 
framework suggests the collection of historical data and the 
setting up of a data-streaming mechanism to collect, pre-
process and integrate data in real-time. The choice of a Big 
Data approach in the acquisition of the data will also make 
it possible to use the collected data in real-time despite the 
associated complexities.

Modelling layer

A modelling layer was included in the proposed framework 
to understand the patterns and relationships that exist in 
the data collected. The proposed framework suggests that 
Neural Networks can be used to model the patterns that 
exist in the data. 

Neural Networks use mathematical models to establish a 
relationship between a set of input values (Lantz, 2013). 
Backpropagation Neural Networks (BPNN) are a variety 
of Neural Networks, which are based on the feed forward 
Neural Network. They have been found to be widely suitable 
for problems requiring prediction from data such as a time 
series. Previous studies have shown that BPNN is suitable 
for making predictions that are based on historical data 
even when they involve complex patterns (Ghwanmeh, 
Mohammad and Al-Ibrahim, 2013; Tsadiras, Papadopoulos 
and O’Kelly, 2013)especially in the rural areas where less 
support and care, due to lack of advanced heart diagnosis 
equipment. Also, physician intuition and experience are not 
always sufficient to achieve high quality medical procedures 
results. Therefore, medical errors and undesirable results 
are reasons for a need for unconventional computer-based 
diagnosis systems, which in turns reduce medical fatal 
errors, increasing the patient safety and save lives. The 
proposed solution, which is based on an Artificial Neural 
Networks (ANNs. Hence, many time series-related studies 
such as financial forecasting, engineering and medical 
research have successfully implemented BPNN. This study 
adopts BPNN for the implementation of the Neural Network 
modelling of grain commodities prices component of the 
proposed framework.
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Based on the real-time learning strategy, it is proposed 
that the Neural Networks be re-trained periodically as 
new data becomes available. The application of this 
strategy will depend largely on the use of technologies 
that enable Big Data such as parallel and in-memory 
computing in order to cope with the demand for resources. 
A separate computing thread can be used for training and 
testing models. When a model that is proven to be better 
than the previous model is identified, it can be moved 
to production for making predictions. By so doing, the 
DSS will be able to capture the patterns in the market by 
taking historical data and the current market trend into 
consideration. 

Intelligence layer

The resulting models from the modelling layer can be 
used to develop knowledge and information that can 
be used to support decision making. This layer will 
extract information, make recommendations and make 
discoveries based, for example, on predicting the grain 
commodities prices or making recommendations based 
on market trends. More importantly, it is expected that 
this layer of the proposed framework will be able to 
extract relevant information in real-time due to the 
availability of real-time data and a modelling technique 
that is continuously updated. Besides the use of a model 
to create intelligence, this layer can also be used to 
extract useful information directly from the integrated 
data by showing the relationships that exist among the 
different variables. 

Visualisation layer

Data-driven solutions are only valuable when they 
support business or research goals. Irrespective of 
the volume of data amassed and the complexity of the 
analysis carried out with the data, the value derived from 
the solution depends on the experience of the users. It 
was explained by Minelli, Chambers and Dhiraj (2013) 
that data visualisation should be used to bridge the gap 
between analytics and the consumption of analytics. Big 
Data related efforts are likely to involve large or complex 
datasets; therefore, the way the results from such projects 
are communicated will justify such investments. Thus, it 

is important that the information, insights and knowledge 
that emanate from analytic efforts be communicated 
innovatively.

Innovative visualisation of data has advanced recently as 
an off-shoot of the developments in the Big Data concept. 
Data visualisation enables users to observe changes in 
patterns that exist in large datasets over time (Minelli et 
al., 2013). Moreover, users are able to interact directly 
with data to discover and explore relationships between 
data, thereby generating insights that can be actioned. 
Developments in data visualisation, especially with Big 
Data, can be described as using data to “tell stories”. It 
has been noted that new data visualisation should enable 
users to answer questions like who, what, where, when, 
why and how when they interact with data (Segel and 
Heer, 2010).

An appropriate visualisation technique will enable the 
presentation of the results from the previously mentioned 
three layers in the proposed framework. The visualisation 
layer should make the relationship that exists in the data 
obvious to the users. Also, the framework suggests the 
need to display the predicted prices and provide a visual 
indication of the factors influencing the market each 
time.  It should also enable the visual communication of 
other discoveries and insights from the data in a simple 
and easy-to-understand way so that stakeholders with 
minimal skills can make use of it. To cater for mobility 
and real-time decision making as there are different 
categories of users, the visualisation layer should make 
provision for both web access and access from mobile 
devices.

Technological considerations

The complexities associated with combining data 
acquisition, modelling and visualisation require that 
adequate consideration be given to the choice of 
technology platforms. The proposed framework includes 
a technology-consideration component on which data 
acquisition, modelling and data visualisation depend. 
It is suggested that the right technology should be 
carefully selected to support the Big Data approach of 
the framework.  A selected technology ecosystem should 
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enable the application of concepts such as distributed 
computing, parallel computing, in-memory computing 
and cloud computing. 

IMPLEMENTATION AND EMPIRICAL 
EVALUATION

The proposed framework was implemented for developing 
a Decision Support System for grain trading in South Africa. 
As a case study, this paper focuses on the prediction of the 
prices of the spot and December futures prices of white maize 
(WMAZ) as traded on the Commodity Derivatives Market 
of the Johannesburg Stock Exchange. Farmers always 
want to know the right strategy to adopt by comparing the 
expected yield from all the strategies. Therefore, a system 
that predicts the future outlook for each of the available 
trading strategies could assist in making better decisions. 
This implementation will focus on predicting the spot price 
and December futures contract prices of WMAZ.

Data Sources

Historical data on futures transactions on grain commodities 
were obtained from the website of the JSE with permission 
to use the data for research purposes. Local stockpile data 
was captured from the website of a major grain commodities 
storage company (www.senwes.co.za). To include the 
influence of other markets outside South Africa, this 
implementation included the effect of the grain commodities 
market in the USA as a major producer of corn. Data on 
the corn trade in the USA were collected from the Chicago 
Board of Trade (CBOT) through third party data subscription. 
Demand and supply data were collected from a service 
made available by the South African Grain Information 
Services (SAGIS) website. Data on the production and 
consumption in the USA were also collected through free 
services offered by the Economic Research Services (ERS) 
of the United States Department of Agriculture (USDA) on 
its website. Other sources of data include the websites of 
the Reserve Bank, where historical and the current interest 
rate in South Africa, as well as the daily South African Rand 
– US Dollar currency exchange rates data were collected. 
Finally, historical and current data on the prices of Brent 
Crude Oil were accessed through open-data services on 
www.quandl.com.

Modelling

Historical data of the end-of-day spot price of white maize 
was taken from 02-01-2007 till 31-07-2015 resulting in a 
total and complete 2,149 observations. While December 
futures contract prices of white maize were extracted 
from 02-01-2009 to 31-07-2015 resulting in a total of 
1,694 observations. In this implementation, the complete 
and complementary historical datasets available for spot 
prices of white maize are from January 2007 till July 
2015 while the same datasets for the futures contract 
start from January 2009. However, for the purpose of this 
implementation, only the datasets from January 2010 
onwards was considered for the modelling of spot prices 
and from January 2012 onwards for December futures 
prices of white maize. This is primarily to ensure that the 
knowledge base of the resulting model is based on trends 
from a reasonable past (Ruta, 2014). The historical data 
for spot prices was divided into a training set (01 January 
2010 – 31 December 2014) and a testing set (01 January 
2015 – 31 July 2015). Datasets from 01 January 2012 – 
31 December 2014 were used as the training set for the 
futures contract and the test set was the same as in the 
case of spot prices of maize.

Several experiments were conducted to determine the 
suitable BPNN parameters for predicting the spot and 
December futures price. In both cases, an optimum 
predictive BPNN model was identified with the initial 
learning rate set to 0.4, momentum factor to 0.0001 and 
the number of hidden layers to 7. Furthermore, the concept 
of lagging was introduced to include the effect of previous 
trading days, as suggested for the use of Neural Networks 
in time series predictions (Qi and Zhang, 2008). An optimal 
model was identified a lag length of 5, this result suggests 
that the daily grain commodities trading in South Africa 
is largely influenced by activities of the previous trading 
week. 

Based on the suggestions of Ruta (2014) on the use 
of Big Data for real-time learning for financial assets 
trading, the train experiments was setup to retrain 
the model at the end of each trading day. Using the 
identified BPNN parameter identified earlier, a new 
BPNN algorithm for building models for predicting the 
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spot and December futures prices of white maize in 
South Africa for the initial 14 days in the August 2015 
was developed. In order to obtain the prediction for 
each day, the identified BPNN was run continuously 
until 10 different predictions were recorded for each 
day. Thereafter, the mean value of the 10 predictions 

captured for each day was taken as the final prediction. 
A summary of the prediction for each day and the actual 
prices recorded on the Johannesburg Stock Exchange 
for both the spot and December Futures of white maize 
is presented in Table 1. 

Table 1: Actual and predicted prices of white maize

Spot December Futures

Actual Predicted Actual Category C

2015-08-03 3,131 3,161 3,208 3,190

2015-08-04 3,142 3,162 3,227 3,158

2015-08-05 3,138 3,094 3,212 3,154

2015-08-06 3,125 3,093 3,194 3,174

2015-08-07 3,073 3,114 3,134 3,139

2015-08-11 3,124 3,075 3,189 3,102

2015-08-12 3,074 3,075 3,114 3,117

2015-08-13 3,011 3,043 3,083 3,152

2015-08-14 2,987 3,059 3,044 3,123

2015-08-17 2,969 3,013 3,047 3,080

2015-08-18 2,941 3,008 3,012 3,045

2015-08-19 2,960 3,014 3,028 3,054

2015-08-20 3,024 3,000 3,093 2,997

2015-08-21 3,068 2,966 3,136 3,010

MAPE 1.43% 1.67%

R-squared 0.7153 0.5803

(n=14) (n=14)

The result of the experiments show a 1.43% Mean 
Absolute Percentage Error (MAPE) for predictions of spot 
prices, while the predictions for the December futures 
show a 1.67% MAPE. The Mean Absolute Percentage 

Error (MAPE) is a measurement of accuracy of a predictive 
model which presents the predictions error as a percentage 
of the actual observed values. It calculates the absolute 
value of the ratio of the error to actual values (Tofallis, 
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2015). Furthermore, a correlation analysis of the results 
show a 0.7153 and 0.5803 for the spot and December 
futures respectively, indicating a fairly strong correlation in 
the trend of the actual and the predicted prices. 

Empirical Evaluation

Besides the use of the measurement of accuracy statistics for 
evaluating the results obtain during the modelling exercise, 
a panel of experts that are professional grain commodity 
traders was approached to participate in an empirical 
evaluation process.

Eight (8) experts that are professional and experienced grain 
commodities traders agreed to voluntarily participate in the 
evaluation exercise. Four of the experts have between 11 – 
20 years of grain commodities trading experience, three of 
them have between 6 – 10 years of experience and the last 
one falls between 2 – 5 years. It was also noted that three of 
the traders manage trade that is between 100,001 – 250,000 
metric tons of grain commodities annually and two of the 
traders manage less than 100,000 metric tons annually. But, 
two of the traders manage trades that aggregates between 
500,001 – 1 million metric tons annually and the other 
manages trades between 1 – 5 million metric tons annually.

The experts were asked to predict the future prices of the spot 
prices and the December futures contract of white maize on 
Johannesburg Stock Exchange for the month of August 2015. 
All the experts sent in their predictions in the last week of the 
month of July 2015, which allows them to make predictions 
based on market trends that are close to the period they 
predicted. The predictions that were submitted by the experts 
were for the spot and December futures contracts prices of 
white maize from 01 August 2015 till 21 August 2015 during 
which there are 14 trading days. However, Expert F opted to 
make predictions for the spot prices of white maize only. 

The predictions made by the experts and those from the 
implemented BPNN models were compared to the actual 

end-of-day prices of the spot and December futures prices 
of white maize in South Africa for the first 3 weeks of 
August 2015. This was achieved by comparing the Mean 
Absolute Percentage Error (MAPE) statistics between 
each of the predictions and the actual prices. Tables 2 and 
3 present a comparison of the measurement of accuracy 
of the predictions by the experts and that of the BPNN 
models for the spot prices and December future prices of 
white maize in South Africa.

A measurement of accuracy is presented on Table 2 for 
the predictions of spot prices of white maize indicate that 
the predictions from the BPNN Model had lesser error 
factor (MAPE = 1.44%) than the predictions from all the 
experts. Predictions by Experts A, E, F, G and H, however, 
had better correlations that are greater than 0.7153 (n=14) 
recorded for the predictions by the BPNN models. The 
0.7153 (n=14) correlation between the prediction of the 
BPNN Model and the actual spot prices for the period in 
review is relatively high, but the predictions by Experts A, 
E, F, G and H seem to follow the trend of the actual values 
more closely. 

The same process was also followed to evaluate the 
technical performance and overall usefulness of the 
predictions for December futures contract prices. The 
prediction from the BPNN model had a 1.67% Mean 
Absolute Percentage Error, while the prediction from 
Expert C with the minimum MAPE was 0.69%. The 
MAPE of the prediction from the other experts ranges 
from 2.81 – 8.58%. These error measurement statistics 
suggest that the BPNN model implemented in the DSS 
performed reasonably well. However, the prediction from 
the BPNN model shows a 0.5799 (n=14) correlation with 
the actual values which could be interpreted as how 
close the model is in determining the actual trend. Table 
3 presents the measurement of accuracy statistics of 
predictions by the seven experts, the BPNN model and 
the actual prices recorded for the December futures 
prices of white maize
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TABLE 2: MEASUREMENT OF ACCURACY FOR SPOT PRICE PREDICTIONS.

Experts A B C D E F G H Model
MAPE 3.46% 7.11% 2.16% 6.46% 2.26% 4.20% 4.27% 7.50% 1.44%
R-squared 0.9099 0.5241 0.6454 -0.1554 0.7771 0.7457 -0.7851 -0.7141 0.7153

(n=14) (n=14) (n=14) (n=14) (n=14) (n=14) (n=14) (n=14) (n=14)

TABLE 3: MEASUREMENT OF ACCURACY FOR DECEMBER FUTURES PRICE PREDICTIONS

Experts A B C D E G H Model
MAPE 2.81% 6.45% 0.69% 4.63% 3.00% 3.63% 8.58% 1.67%
R-squared 0.9401 0.5610 0.9421 -0.0206 0.7801 -0.8479 -0.8200 0.5799

(n=14) (n=14) (n=14) (n=14) (n=14) (n=14) (n=14) (n=14)

Overall, the results from the evaluation conducted in this 
section have shown that the implementation of predictive 
analytics model based on the proposed framework of this 
study is technically capable. It can be deduced that the 
modelling component of the proposed framework can 
be used to make predictions for both the spot and the 
futures contract prices of white maize that are reasonably 
accurate. The evaluation process showed that the 
framework proposed in this study can be implemented to 
develop a DSS to support decision making about trading 
grain commodities in South Africa. However, the evaluation 
process also highlighted the fact that the availability 
of data in real-time and the ability to make use of such 
data in a DSS can improve the technical abilities and the 
overall usefulness of such DSS. The implemented BPNN 
model performed very well in making predictions from the 
modelling component and even better in some cases when 
compared to predictions made by experts with several 
years of experience in making such predictions. Thus, 
the proposed framework can be used to develop a DSS 
that farmers with little experience of industry stakeholders 
can use to make decisions without having to completely 
depend on the experts.

Visualisation

SAP HANA was adopted as the Big Data technology of 
choice because of the availability of a fully functional version 
available through Amazon Web Services for cloud computing. 
Besides, SAP HANA is specially designed to effectively 
provide all the components required for all the component 
of Decision Support System. This is particularly important 
because it provides the functionalities for automating the 
acquisition of data from several sources over the internet. 
Moreover, SAP HANA is deployed with BPNN library for 
predictive analytics of the data collected. It also provides an 
embedded visualisation layer for easy presentation of results 
of real-time predictions through internet.

For the purpose of this study, visualisation component 
of a DSS was developed to provide a simplified market 
intelligence to the farmers. The visualisation component was 
developed to allow the user to have a visual effect of the 
different factors that influence the spot and the December 
futures prices of white maize in South Africa. The users can 
see a list the factors influencing the market and compare 
the trends of this factors to either the spot or the December 
Futures prices of maize in South Africa as shown in Figure 2. 
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FIGURE 2: OPTIONS ON DSS TO SELECT DATA FOR DISPLAY 

The system allows the users to see the market trend for 
the factors that influence the market and the price of white 
maize for the different trading alternatives. The system 
was also designed to allow the user to have access to 
predictions that are based on the real-time market trend for 
the spot and December futures prices of white maize that 
was used as the case study for this paper. Figure 3 present 
a screenshot from the DSS showing the 3 month outlook 
of the spot price of white maize and how it compares 
to the price of wheat over the same period. Overall, the 

visual component can be used to present the data being 
collected from several sources in real-time and the ability 
to carry out a basic visual trend analysis of the factors that 
influence the price of white maize for the different trading 
strategies. Moreover, the DSS can present predictions of 
the prices of white maize for the different trading strategies, 
which farmers can use in making decisions such as which 
trading strategy to adopt, when to sell or not to sell their 
commodities. This could enable the farmers to become 
more profitable and sustainable in the long run.

FIGURE 3: PICTURE FROM DSS SHOWING THE 3 MONTH TREND OF SPOT PRICE OF MAIZE AGAIN PRICE OF WHEAT
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CONCLUSIONS AND RECOMMENDATIONS

The ability to take advantage of the different trading 
strategies (spot, futures contracts, forward contracts, 
options and so on) was identified as opportunities for 
farmers to minimise their price-related risks and increase 
profitability. It was also identified that the availability of 
the required data at the right time is important in providing 
decision support for trading in grain commodities as 
proposed by this research study. Therefore, this study 
adopted the Big Data approach to ensure that the data 
from disparate sources on the factors that influence grain 
commodities market in South Africa can be collected, 
integrated and analysed. Furthermore, a framework 
was proposed that can be followed for implementing a 
decision support system for grain commodities trading 
in South Africa. The main components of the framework 
include the industry domain knowledge of the factors 
influencing the market, data acquisition and integration 
and the use of a Backpropagation Neural Network that is 
re-trained periodically as data becomes available. Other 
components include the extraction of intelligence such as 
predictions and perhaps making recommendations where 
possible. Finally, the proposed framework also suggest a 
Decision Support system with visualisation of the data 
and a technological consideration that takes advantage 
of Big Data tools, techniques and approach.

An implementation and subsequent evaluation of the 
framework indicated that the acquisition, integration and 
the use of a BPNN model that is retrained periodically can 
be used to obtain grain commodities predictions. Such 
predictions of future prices for the different marketing 
alternatives can help farmers to make the right decisions 
of what and how to sell their commodities for increased 
profit. 

It was identified during this study that the availability of 
more data could lead to the possibility of more information 
and knowledge that improve decision making. However, 
some of the data made freely available by the JSE 
was highly unstructured and difficult to understand. It 
is therefore recommended that the JSE improves the 
quality of data that is made available through its website. 
Furthermore, it is recommended that the JSE makes it 

easier for different stakeholders to access the more 
structured and granular data in real-time. 

Managerial Implications

The results from this study provide grain commodities 
farmers in South Africa with a predictive analytics 
for discovery of future prices of grain commodities. 
Furthermore, a framework for building the identified 
predictive model into a decision support system was 
presented in this study. Such systems could enable 
grain farmers in South Africa to decide on the best 
marketing strategy to adopt for maximising their profits, 
without having to interpret data from several sources or 
necessarily depend on brokers. The decision support 
system that is based on the proposed framework (Figure 
1) can be utilised to obtain the predicted prices of maize 
for different trading strategies in order to make the best 
choice.

Limitations of the Study

The first of the challenges that was faced in the course 
of this study was the access to the right data. Some of 
the datasets that were available for the demonstration 
and empirical evaluation of the proposed framework 
were largely unstructured and incomplete. In the process 
of integrating datasets from different sources, a portion 
of the available dataset had to be ignored because 
complementary data for other factors could not be found. 
Out of all the datasets used in this study, only the data 
for the Chicago Board of Trade (CBOT) was structured 
and complete, because the data was made available by 
a third party agent as a paid service. Furthermore, the 
identification and comparison of alternatives available 
when making trading decisions about grain commodities 
were also limited to spot and the December futures 
contract prices of white maize alone due to resource 
availability.

Further Research

Beside the factors that was mentioned and used for 
predicting the prices of grain commodities in this study, 
it was noted that political factors also have significant 
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influence on grain commodities prices. There is an 
opportunity to identify and include quantitative indicators 
both for the local political landscape and the global 
political climate, as they affect the grain commodities 
market. Further studies can then be carried out to include 
such political indicators in a model for understanding 
grain commodities trading.

The prices of grain commodities in the United States 
of America as traded on the Chicago Board of Trade 
(CBOT) was used in this study as an indication of the 
effect of the international grain commodities market. But, 
the grain commodities markets such as the European, 
Australian and Canadian markets could also affect the 
grain commodities market in South Africa. Therefore, 
future studies can be carried out to include datasets 
on grain commodities trade from these other markets 
to measure their influence on the South African grain 
commodities market. 
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