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Dear IBC Delegate,

As editor and on behalf of the publisher (North-West 
University Business School, NWU, Potchefstroom), 
it is my absolute pleasure to welcome your research 
into the 2019 conference proceedings of the 13th 
IBC Conference. Th e review processes have been 
stringent and only quality papers are included in this 
proceedings. 

Th e review policy (which also appears in these 
proceedings) was stringently followed and a total of 196 
competitive papers have been submitted from a total of 
26 diff erent local and international universities. A total 
of 128 papers from 21 universities fi nally made it into 
these proceedings for publication, signifying a success 
rate of 65.31%. Only 43 Work-In-Progress papers have 
been accepted by developing researchers.

Specifi c managerial interventions were initiated over 
the last 13 years to encourage delegates to upgrade 
their research to become competitive whilst research 
workshops were also launched to assist younger (and 
more experienced) researchers. Th ere was because 
of this a remarkable increase in the percent-age of 
competitive papers presented at conferences.

Finally, to the authors for all your hard work. Accept my 
congratulations on your accepted papers deservedly 
published here. I have no doubt that the quality of 
the papers adheres to the required standards befi tting 
a leading academic conference such as the 14th 
International Business Conference. I am so proud of 
this proceedings – so should you be to be a part of it.

Best regards,

Prof Stephan van der Merwe

LETTER FROM THE EDITOR

“A total of 128 papers 
fi nally made it into 

these proceedings for 
publication, signifying a 
success rate of 65.31%.”
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IBC COMPETITIVE PAPER REVIEW POLICY

Th e quality control and review process of the International Business Conference consists, regarding 
competitive papers, of a number of steps. Th ese are:

1. On acceptance of the paper it is desk reviewed by either the editor or a member of the academic 
committee. Th is is to weed out obvious fl awed papers and also to ensure that papers are befi tting 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. Th e requirements of re-
viewers include publishing experience as well as at least a Master’s degree as the minimum academic 
qualifi cation. In addition, management experts from industry with a similar academic qualifi cation 
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 fi tting 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 fi nal 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. Th is in-
cludes an additional document dealing with reviewers’ comments and actions taken to address these 
comments.

7. All fi nal papers are required to be properly language and technically edited. Proof of language editing 
is required with the submission of the fi nal 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 pub-
lication 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. Th ese 
papers are not published in the proceedings and clearly indicated on the programme as a non-com-
petitive paper.
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ABSTRACT
Th ere is a growing sense that tertiary institutions 
lack the necessary dynamism needed to align and 
realign assets continuously in order to achieve 
the necessary congruence with the environment. 
Th e aim of this study was to explore the role of 
dynamic capabilities on strategy implementation 
at a private college operating in South Africa 
to overcome capacity issues around strategic 
change. Th is study drew on dynamic capabilities 
theory, for clues as to how organisations become 
dynamic through bolstering sensing, seizing and 
transformation capacities. Th e study followed 
a qualitative approach, with a single case as the 
research strategy. An interpretivist role was 
assumed because it allowed understanding and 
exploration in a context-specifi c setting. Content 
analysis was utilised to analyse the data generated 
from the interviews conducted. Th e study revealed 
the presence of sensing and seizing capacities at the 
private college. It was established that there were 
inadequacies in the college’s ability to transform 
within the context of dynamic capabilities as 
provided in the framework. Th e conclusion 
was that dynamic capabilities were catalytic 
in nature and therefore the implementation 
of strategy should balance the three capacities 
namely, sensing, seizing and transforming. It was 

recommended that the private college should 
further investigate the possibilities of refi ning its 
transformational capacity to augment the level of 
dynamic capabilities it already enjoyed.

Keywords: dynamic capabilities, strategy im-
plementation, private college

INTRODUCTION 
Th e art of strategic management, derived from 
warfare philosophy, has found worldwide 
acceptance in present-day business circles. 
Strategic management is a discipline concerned 
with how organisations achieve congruence 
with the environment, through continuous 
formulation and implementation of strategies 
(Yi, He, Ndofor, and Wei, 2015:18). In reality, the 
development of capacity to implement strategic 
change has proven to be a challenge for most 
contemporary organisations (Fedato, Pires, and 
Trez, 2017:289; Lee and Puranam, 2016:1530).

Boniface and Groenewald 2016:26 & Foss and Saebi 
2017:207) have singled out dynamic capabilities 
as a catalyst for strategy implementation 
Dynamic capabilities are strategic processes 
and routines used by managers to reconfi gure 
their organisations to keep up with changes 
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occurring in their respective industrial settings 
(Atkinson, 2013:252). Dynamic capabilities were 
initially advanced in the private sector and are 
spreading into the higher education context to 
assist universities and colleges to anticipate and 
respond to their changing environments (Leih 
and Teece, 2016:186).

According to Yuan, Li, Vlas and Peng 
(2016:20) no preceding measures of dynamic 
capabilities in a higher education context exist 
to date. Furthermore, the few articles that have 
conjecturally subjected the concept of dynamic 
capabilities to a higher education context have 
used qualitative methodologies to proff er 
impressionistic insight into incapacity during 
strategy implementation (Leih and Teece, 
2016:203).

Th erefore, a better understanding of how rapidly 
growing organisations, through deployment 
of dynamic capabilities, successfully align and 
realign their resource base to ascend to new 
spheres, structures, processes and value chains 
is needed (Felin and Powell, 2016:78; Pisano, 
2016:3; Teece, Pisano and Shuen, 1997:509-
533). Undoubtedly, Yuan et al. (2016:20) call for 
future academics to embark on eff orts to fi ll this 
theoretical gap.

PROBLEM INVESTIGATED 
According to Navarro and Gallardo (2003:199) 
there is a visible lack of the espousal of dynamic 
capabilities as a strategic option in HEIs. Th is 
lack of dynamic capabilities prompts the need 
to investigate the lack of change capacity within 
context. Th ere is thus an evident research gap 
relating to the adoption of dynamic capabilities. 
Researchers (Danneels 2016:2175; Giudici & 
Reinmoeller 2012:445; Pisano 2016:3) argue that 
more empirical research in the area of dynamic 
capabilities is needed. Th e absence of dynamic 
capabilities (sensing, seizing and transformation 
capacities) particularly during strategic 
change, has a direct impact on organisational 
performance. Th erefore, the capacity issues 
presented when implementing growth strategies 
at a private college can possibly be attributed to a 
lack of dynamic capabilities.

Th is capacity is encapsulated in the notion that 

there has to be an institutional ability to change 
as informed by strategic imperatives, an ability 
which is lacking in higher education contexts 
for the most part (Leih & Teece, 2016:189). 
To date, this study has not detected any study 
subjecting dynamic capabilities to the higher 
education sector in South Africa. Pursuant to a 
deeper understanding of the need for dynamic 
capabilities as a catalyst for implementation of 
strategy, it is essential to explore a specifi c private 
HEI undergoing strategic change in South Africa. 
In other words, the lack of dynamic capabilities at 
the private college has presented an opportunity 
to examine sensing, seizing and transformation 
capacities, as critical components in the 
conceptual rendering of dynamic capabilities

Following the research problem, the subsequent 
research question was asked:

• Are the capacity inadequacies and the lack of 
support for implementing strategies evident 
at the private HEI the result of the absence of 
dynamic capabilities?

RESEARCH OBJECTIVE 
From the research problem and question, the 
objective of this study was to determine the 
understanding and level of dynamic capabilities 
within the private college.

LITERATURE REVIEW
Competitive dynamics research (Smith, 
Ferrier and Ndofor, 2001:3) underscores three 
indispensable drivers of an organisation’s ability to 
adapt as “awareness, motivation and capabilities” 
(Yi et al., 2015:19). Although awareness (sensing) 
addresses the necessity for change and motivates 
the reasons for change, the ability to implement 
(transform) strategies predicates on the 
organisation’s capabilities (Ndofor, Sirmon, and 
He, 2011:640; Ouma and Gichinga, 2017:1390).

Building on competitive dynamics research, 
dynamic capabilities are disaggregated into 
three capacities as follows: sensing, seizing and 
transformation (Teece, 2007:1342). Successful 
implementation is made possible by institutions’ 
capabilities to sense as well as seize prospects 
and to transform their resource-base to augment 
a better strategic fi t with the changing business 
environment. If these capabilities are properly 
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coordinated, institutions turn around strategies 
more rapidly.

Sensing capacity
Protogerou, Caloghirou and Lioukas (2011:615) 
and Wilhelm, Schlomer and Maurer (2015:329); 
postulate that sensing entails undertakings 
directed towards environmental scanning in 
an attempt to identify opportunities as well as 
threats. As indicated in table 1 below, sensing 
encapsulates analytical systems (and individual 
capacities) to learn and to sense, fi lter, shape and 
calibrate opportunities (Teece, 2007:1342).

Seizing capacity 
Alinaghian, Gregory and Srai (2012:16) denote 
seizing as an organisation’s ability to handpick 
sensed as well as shaped prospects continuously 
and apportion both tangible and intangible assets 
to capture opportunities developed. Organisations 
must create and sustain conditions that promote 
employee engagement as well as motivation. To 
seize sensed opportunities, it is paramount to 

forge strong relationships with customers and 
suppliers (Teece, 2011:499). Teece (2011:501) 
further argues that, organisations that shape and 
orchestrate both tangible and intangible assets 
successfully, profi t handsomely. Seizing entails 
enterprise structures, procedures, organisational 
designs and incentives for capitalising sensed 
opportunities as illustrated in Table 2 below.

Transformation capacity 
Transforming embodies continuous alignment 
and realignment of specifi c tangible and intangible 
assets to achieve the necessary congruence with 
the environment (Teece, 2007:1319). In the same 
vein, Bowman and Ambrosini (2003:290) and 
Wilhelm et al. (2015:329) argue that transforming 
(reconfi guring) includes all activities aimed at 
reorganising extant operating capabilities.

Table 3 below illustrates the nuances of 
transformation from a dynamic capabilities 
perspective.

TABLE 1: SENSING CAPACITY 

Class Nature Micro-foundations Actions 

Sensing Discovering opportunities
Cognitive capacities of 

employees; organisational 
processes.

Scanning and monitoring 
technological developments 

in the market.

Source: adapted from Castiaux (2012:9)
TABLE 2: SEIZING CAPACITY

Class Nature Micro-foundations Actions 

Seizing

Addressing the sensed 
opportunities through new 
educational programmes 

(degrees)

Selecting product 
archetypes and business 

models; building 
commitment and loyalty.

Selecting target markets 
for the new programs; 

designing revenue 
architectures; fostering the 

right culture and values. 

 Source: adapted from Castiaux (2012:9)

TABLE 3: TRANSFORMATION CAPACITY

Class Nature Micro-foundations Actions 

Transformation Continuous alignment of 
resource base.

Decentralisation; 
governance; co-
specialisation; 

knowledge management.

Adopting loosely 
coupled structures; 

developing coordination 
and integration skills; 
incentive alignment; 
learning; expertise 

transfer.

 Source: adapted from Castiaux (2012:10)
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While dynamic capabilities act as a catalyst 
for strategy implementation (Boniface and 
Groenewald, 2016:266; Foss and Saebi 2017:207), 
the emphasis of the present study is situated in 
the higher education context within South Africa. 
Th e higher education sector in South Africa 
has transformed signifi cantly since the dawn of 
democracy owing to several changes.

Th e South African higher education context 
Higher education in South Africa in the new 
democratic dispensation has never been more 
capricious than it is at present; given the 
paradoxical and complex nature by which it 
represents itself (Council on Higher Education, 
2016). Th ere is a signifi cant increase in the demand 
for private higher education in South Africa partly 
because of the unending trials prevalent in the 
country’s public education system. In the same 
vein, Andrews (2017:1) argues that the evolution 
of industries, as well as change in demographics, 
propagates the need for education to grow.

Th e unending trials include questionable 
governance, poor infrastructure, teacher shortages 
as well as limited capacity at public universities 
(Dludla, 2015). Implicit in these challenges is the 
poor implementation of the government’s higher 
education mandate. It is in this vein that an 
outline of some of the trials that are threatening 
institutions of higher education in South Africa 
is provided hereunder. Th e controversial “Fees 
Must Fall” movement, which was a protest in 
favour of free higher education, has caused an 
upset in the higher education sector, forcing 
both public universities and private colleges to 
revise their strategies. Public universities have 
been aff ected the most by the protest and as a 
result, new application and registration processes 
and capabilities for instance, had to be created 
to ensure the smooth running of operations at 
universities (Council on Higher Education, 2016).

In the South African context, there is a distinction 
between public HEIs and private education 
institutions, which are the focus of the present 
research. Th e Council on Higher Education (CHE) 
regulates both private and public institutions, 
while the South African Qualifi cations Authority 
(Council on Higher Education, 2016:148-149) 
moderates their qualifi cations. Th e diff erence 

between the public and the private sector lies 
partly in the funding model.

Private HEIs do not receive any subsidies from 
the government of South Africa. Consequently, 
the key to their success lies in their ability to 
align industry needs with their curriculum as 
well as produce the highest value for stakeholders 
(Leih and Teece, 2016:182). Th ese alignments are 
realised by creating new resource confi gurations 
(transformation) as markets “emerge, collide, 
split, evolve, and die” (Eisenhardt and Martin, 
2000:1107).

Herein lies the need for private sector innovation, 
which is dependent on the deployment of dynamic 
capabilities to accelerate strategic change. Taken 
as a whole, the discourse above casts strong 
evidence on the proposition that dynamic 
capabilities (sensing, seizing and transformation) 
off er an indispensable perspective to address the 
longstanding problem of strategy implementation. 
It is therefore important to seek insights from the 
discipline of strategic management to assess the 
adoption of strategic implementation processes 
as driven by dynamic capabilities.

Tertiary educational institutions and dynamic 
capabilities 
Th e role played by institutions of learning goes 
beyond education and research and also involves 
procreation of new business ventures and solving 
current business problems by introducing new 
innovative ways. Th us, the gravitas and credence 
of academic institutions warrant an investigation 
on how these organisations are strategically 
managed (Leih and Teece, 2016:181).

To date, most research on dynamic capabilities 
has confronted the questions regarding what 
dynamic capabilities are, what diff erentiates them 
from other typologies of capabilities, and what 
their consequence on organisational performance 
is (Helfat, Finkelstein, Mitchell, Petaraf, Singh, 
Teece, and Winter, 2007:35-37). However, the 
question around how dynamic capabilities bridge 
the gap between formulation and implementation 
of growth strategies is still in its infancy and 
somewhat unanswered (Helfat et al., 2007:37).

Th is gap is evidenced by the lack of capacity and 
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dynamism in most tertiary institutions across the 
globe, as noted by Leih and Teece (2016:183). Th e 
problem of capacity could be attributed to the 
fact that dynamic capabilities have seldom been 
subjected conjecturally to the higher education 
sector, particularly in South Africa.

According to Eriksson (2013:313) dynamic 
capabilities can be scrutinised on diff erent 
analytical levels (projects, individual, 
organisation’s unit, subsidiary and whole 
organisation). It is therefore important to state the 
unit of analysis for purposes of rigour. A dynamic 
capabilities view (Leih and Teece, 2016:182) was 
adopted in this study, drawing full attention to 
a private HEI that had recently gone through a 
signifi cant transformation.

Dynamic capabilities theory is indispensable 
considering the turbulent environment in which 
universities and colleges operate. Globalisation 
and advancement in ICT place a high demand 
for dynamism in HEIs (Boniface & Groenewald, 
2016:266). Th ese global changes mean that HEIs 
cannot survive on the old ways of doing things 
but need to change and adapt for survival. 
As continual transformation of the business 
landscape prevails, the gap between practice and 
theory also widens (Felin & Powell, 2016:81).

Many scholars (Teece, 2007:1342; Pisano, 2016:2; 
Yi et al., 2015), agree that dynamic capabilities 
are an expedient strategic tool management 
and can be used to enhance as well as facilitate 
implementation of growth strategies. In addition, 
there is an empirical nexus between growth, 
capacity to change, and dynamic capabilities. 
Despite the relevance of the construct in other 
settings, dynamic capabilities have hardly been 
subjected conjecturally to the tertiary education 
sector in South Africa. In the few studies that 
cross-examine systematically how dynamic 
capabilities aid rapidly growing organisations 
to adapt, it is still in its infancy (Leih & Teece, 
2016:183).

Private higher education institution under 
study 
Th e increase in demand for private higher 
education in South Africa has presented massive 
prospects for growth in the sector. As a result, a 

perennial leader in private higher education has 
adopted an accelerated growth strategy through 
acquisitions, mergers, horizontal integration and 
market development (Annual Integrated Report, 
2017:18). To capitalise on the opportunity, the 
holding company has merged two campuses that 
used to operate under diff erent brands, to form 
one private HEI. Because of the strategic shift , 
the carrying capacity has trebled to about 9 000 
students.

Th e holding company has placed enormous 
responsibility on the newly established private 
college to dovetail with the existing growth 
strategy. According to McKelvie and Wiklund 
(2010:264), growth is a process and can be defi ned 
as the change of state amid two points in time. 
Since the growth in the student numbers, the 
college has realised outstanding fi nancial results 
and has contributed signifi cantly to the revenue of 
the holding company. However, this unparalleled 
growth has not been without its challenges.

Although the institution has had an illustrious 
existence that spans over fi ve decades, scholars 
such as Hood (2004) cited in Leih and Teece 
(2016:184), contend that, “reputations built 
on the memorable success of the past do not 
themselves provide a stable foundation for the 
future.” However, the private college has been 
grappling with operational ineffi  ciencies. Th e 
undesirable error threshold and the existence 
of poor customer service infer a possible lack 
of operational fl exibility. If such a moderate 
approach is unabated, throughput rate will 
drop, students will turn to competitors and 
performance results will be inadequate in the 
long-run. Th ese challenges are reminiscent of a 
proposition advanced by Hitt, Jackson, Carmona, 
Bierman, Shalley and Wright (2017:1), who 
contend that strategy implementation is much 
more complicated and elaborate than strategy 
formation.

In response to this proposition, Kaplan and 
Norton (2008:10) argue that organisations fail at 
implementing growth strategies because they lack 
an all-encompassing strategic tool to integrate and 
realign strategy formulation and implementation. 
Likewise, Leih and Teece (2016:183) have revealed 
empirically that a lack of management excellence 
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at American universities, coupled with hardly any 
theoretical frameworks (dynamic capabilities) to 
deal with change has compromised adaptation. 
Tondolo, Gonçalves, Bitencourt, Cristina 
and Portella (2010:84) propose that failure 
to appreciate dynamic capabilities tenets will 
culminate in a lack of organisational capacity 
to narrow the gap between formulation and 
implementation of strategies, thus compromising 
the ability to adapt.

RESEARCH METHODOLOGY 
Research philosophy 
According to Guba and Lincoln (1994:107) 
interrogations concerning research paradigms 
are more important to interrogations of research 
methods. For this study it was, therefore, 
imperative to adopt an interpretivist approach, 
to understand how sensing, seizing and 
transformation accelerated implementation of 
growth strategies at a private college operating in 
South Africa. To achieve the research objectives, 
the researcher’s epistemological stance had to be 
premised on common sense as it is regarded as 
an important knowledge source in qualitative 
research. Furthermore, this episteme has proved 
eff ective in previous dynamic capabilities studies, 
as noted by Pisano (2015:1).

Research approach 
Suddaby (2006), quoted in Saunders and Lewis 
(2016:125), postulates that an abduction starts 
with an observation of an unusual fact. What was 
unusual in this single case study was the abrupt 
trebling of student numbers in a very short space 
of time or, in other words, the exponential growth 
of the private college. Against this backdrop, an 
abductive approach was adopted because the 
theory in question is in its infancy in terms of 
theoretical development (Verona and Ravasi 
2003:579).

Type of study 
Th e researcher adopted a single case because it 
fi tted Yin’s (2014) criteria of critical and unique. 
Case-based research, as evidenced in literature, 
off ers penetrating insight into the origins and 
development of dynamic capabilities and their 
possible relationship to strategy implementation. 
Th e researcher was employed at the private college 
and the choice of the case was partly infl uenced by 

this. Th us, the choice of the private college as the 
research case solved two very important aspects 
of case study research, namely convenience and 
access to critical information.

Research strategy 
Th e qualitative approach provided an 
understanding and a description of people’s 
personal experiences regarding dynamic 
capabilities, strategy formulation and 
implementation. It could describe, in rich detail, 
the sensing, seizing and transformation capacities 
embedded within the private college (Patton, 
2001:39).

Population and sample 
Th e population within the sample universe 
consisted of every employee working for the 
private institution, a staff  complement of about 
100 individuals. Th e interview pool comprised 
decision-makers, tacticians and front desk 
employees who interacted with patrons. Having 
interviewees who cut across all the levels helped to 
answer pertinent questions around how strategy 
was implemented, as well as how the institution 
sensed, seized and transformed at both individual 
and organisational levels.

Purposive and convenience sampling were the 
sampling methods of choice in this inquiry. Th e 
targeted population comprised the employees 
(entire staff  complement of the college) who met 
certain practical criteria, such as easy accessibility, 
relevance, availability, or the willingness to 
participate (Etikan, Musa, and Alkassim, 
2016:2). Using purposive sampling, allowed the 
presentation of the sample case in a stratifi ed way, 
thus representing the three capabilities under 
review. Th is is consistent with Creswell and 
Plano Clark (2011:56) who argue that successful 
purposive sampling targets individuals or groups 
who are knowledgeable of the phenomenon 
under review, as well as off ering experiential/
behavioural, opinions/values and impressions 
that are expressive of the concept being reviewed

Data collection and analysis 
Code saturation is normally reached at nine 
interviews, while 16-24 interviews are required to 
reach meaning saturation (Hennink, Kaiser and 
Marconi, 2017:591). Th e basic guiding principle 
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of the saturation theory is that at some point in the 
interviews, no new or contrary information will 
be coming through, especially information with 
the capacity and capability to change the fi ndings. 
In other words, at 16 interviews, information 
gathered is as good as can be gathered even if 
more interviews were to be held. In view hereof, 
16 interviews were conducted.

Th e interview guide was premised primarily on the 
research question as well as the reviewed literature, 
thus enabling the construction of neutral semi-
structured interview questions which allowed for 
broad responses from the interviewees (Welman, 
Kruger and Mitchell, 2005:35). Th e interview 
questions were categorised into two sections. Th e 
fi rst section asked interviewees to provide data 
such as position, level and tenure. Th e second 
section asked interviewees to provide information 
relating to sensing, seizing, and transformation 
capabilities at the institution.

Content analysis technique was chosen. Th is 
technique is eff ective as it is widely accepted 
in dynamic capabilities circles, as observed in 
previous analogous research (Verona and Ravasi, 
2003; Daneels, 2002). Th e coding process involved 
the identifi cation of similar nuances in the text 
of the interviews and allocating them in specifi c 
columns for use. Th is would then be followed by 
categorisation of the coded text consistent with the 
specifi c objectives and questions that would have 
generated the responses. Aft er the categorisation 
process, themes that emerged from the textual 
rendition of the interviews were used as the 
basis for structuring analysis (De Vos, Strydom, 
Fouché, and Delport, 2011:398). Anonymity and 
confi dentially were built into the questionnaire, 
thus providing interviewees with a sincere sense 
of security as well as trust.

FINDINGS AND CONCLUSIONS 
Section A: Demographic profi le 
Th e demographic profi ling of the sample was of 
value to this study since it included employees 
who represented various levels in the hierarchy as 
well as diff erent tenure levels. Th ese were deemed 
critical in this study since they would inform it 
on the nature and impact of dynamic capabilities 
on strategy implementation. Th eir skills and 
cognitive abilities were essential in assessing the 

level at which these capabilities were applied in 
practice. Th is resonated with Teece’s (2007:1342) 
assertion that cognitive capacities of employees 
are central to an organisation’s sensing ability. 
Consistent with this, the investigation established 
fi rst the levels of the employees and then their 
tenure at the private college.

In this study, the composition of the sample dealt 
with establishing the institution’s understanding 
of dynamic capabilities and refl ected the notion 
that strategy awareness is crucial. Th e majority of 
the interviewees held management positions as 
confi rmed by the fi ndings. Th eir decisional role 
in formulation, implementation and evaluation 
of strategy placed them in a position to off er 
an assessment of the critical role of dynamic 
capabilities. Radomska (2015:78) states that 
strategic awareness among managers is critical in 
the process of strategy implementation and “…an 
eff ective implementation of the strategy requires 
an adequate adjustment of the capabilities of the 
organisation.” Critical in this insight is the fact 
that personnel within the organisation need to 
wield awareness and consciousness of the salient 
abilities that drive strategy.

Th e majority (seven) of the interviewees were 
managers. Five interviewees were supervisors 
and the remaining interviewees were non-
managerial. Regarding the tenure, the majority 
(seven) of the employees interviewed had been 
with the institution for a period of one to three 
years. Five of the employees interviewed had been 
with the private college for a period of three to 
fi ve years. Two had been working for the college 
for more than fi ve years but fewer than 10 years. 
Th e remaining two had been with the institution 
for more than 10 years.

Section B: To investigate the existence of 
sensing, seizing and transformation capabilities 
in the process of implementing growth strategies 
Th e core of the dynamic capabilities concept 
is the institution’s ability to sense and seize 
opportunities to transform. Th e complexity of 
the convergence of diff erent aspects of dynamic 
capabilities required answers to the following 
questions:

1. Does the institution sense educational 
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opportunity? 
2. Does the institution capitalise on educational 

opportunities? 
3. Does the institution transform (align 

resources) to educational opportunities? 
4. Does the institution use dynamic capabilities 

to implement growth strategies? 
1. Does the institution sense educational 
opportunity? 
It emerged that most of the interviewees 
indicated that the institution manifested the 
presence of sensing. In motivating this position, 
the interviewees indicated that this was 
evidenced by the introduction of new modules, a 
teaching qualifi cation and massifi cation through 
integration of two diff erent campuses. Th ese 
strategic actions were deemed to be informed 
strategic strides for the institution in which an 
alert sensing process contributed to growth 
imperatives. Table 4 summarises the emerging 
themes that proceeded from interviewee 
responses:

To appreciate fully the value of sensing in the 
context of the private college that was investigated, 
it is essential to revisit the defi nitions and implicit 
value of sensing in strategic processes. In the 
dynamic capabilities theory sensing refers to 
the identifi cation of market and technological 
opportunities and leveraging them through the 
mobilisation of the requisite resources (Katkalo, 
Pitelis, and Teece, 2010:1176). Reinforcing 
this defi nition of sensing, Teece (2007:1342) 
identifi es it as a shaping, scanning, creation, 
an interpretation and a learning function. 
Th e illustrative information provided by the 

interviewees showed a heightened sense of the 
market conditions in that a series of decisions 
taken by the private college outpaced the 
performance of other institutions in the same 
environment. Th is would then imply that the 
institution’s scanning and interpretation of the 
market environment benefi ted from the sensing 
ecosystem. It was this investment in a sensing 
process that would therefore create space for the 
transformation and growth of the college.

In essence, the presence of a sensing regime in 
an institution depicts market sensitivity and 
environmental scanning capacity. Th is is affi  rmed 
by Kohli and Jaworski (1990:6) who defi ne 
market orientation as “the organisation-wide 
generation of market intelligence, dissemination 
of its intelligence across departments, and 
organisation-wide responsiveness to it.” Th e 
mix of interviewees alludes to the ubiquity 
represented in understanding sensing within the 
private education institution. Reinforcing the 
importance of market orientation. Narver and 
Slater (1990:20-35) emphasise the competitors’ 
market capabilities. Interviewees also alluded to 
the institution’s competitiveness as aided by its 
sensing capabilities. Th is further gives credence 
to the understanding that market orientation 
must be entrenched in the organisational culture 
as stated by Day (1994:44). Th e support for the 
importance of market orientation is also evident 
in other reviewed literature.

Pisano (2016:2); Morgan, Vorhies and Mason 
(2009:909); Teece (2007:1325) and Day (1994:1) 
concur that organisations that are market-
orientated have a competitive edge over 
organisations that are not. Day (1994:43) argues 

TABLE 4: SENSING THEMES EMERGING FROM THE INTERVIEWEES’ RESPONSES

Dynamic capability micro-
foundation (sensing) Opportunities and threats

Sensing

Recognising emerging opportunities for educational degrees 
(teacher shortages)
Need for new modules within already existing programmes
Recognising emerging opportunities for logistics and supply 
chain
Recognising threats to enrolment, integration of two campuses 
to form one mega campus
Massifi cation of higher education
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that market sensing can be a distinctive capability 
if organisational processes for collecting and 
interpreting customer-related information are 
more anticipatory, thoughtful and systematic 
than those of competitors. Organisations that are 
good at market sensing are referred to as market-
orientated organisations.

A meta-analysis conducted by Kirca, 
Jayachandran, and Bearden (2005:24-41) reveals 
that there is a strong positive relationship 
between organisational change and market-
orientation. Similarly, Morgan, Slotegraaf, and 
Vorhies (2009:285) tested the hypothetical 
relationship between organisational change 
and market orientation and the fi ndings were 
consistent with Kirca et al. (2005:24). Responses 
from interviewees established the presence of 
sensing and deducing from this, the institution 
under investigation was deemed to be market-
orientated.

Dissonant responses from two interviewees could 
be explained by an inference that there could 
be a perception or information gap among the 
employee base that might need to be addressed. 
Extant literature states the importance of the 
scope of dissemination of strategy at various levels 
of the organisation and this should be promoted 
in the case of the institution. Overall, there was 
evidence that the sensing capacity had yielded 
growth value for the institution. Th is aspect 
should be sustained if the institution was to keep 
the growth trajectory that had been witnessed 
between 2014 and 2018.

2. Does the institution capitalise on educational 
opportunities? 
In the context of the research, this question sought 
to seek clarity on the aspect of seizing as a salient 
component in affi  rming the existence of dynamic 
capabilities. At the very core of the seizing process 
was the institution’s ability to strategise leveraging 
infrastructure as well as making appropriate 
decisions using proper absorption of resources 
to capture value from opportunities (Katkalo et 
al, 2010:1). According to Teece (2007:1342) an 
organisation should introduce new products or 
services and invest in additional resources soon 
aft er sensing an opportunity in order to secure 
value in the identifi ed opportunity.

Th e fi ndings in respect of the aspect of seizing, 
although encouraging, introduced worrying 
inconsistences in the institution’s employment of 
seizing. It emerged that most of the interviewees 
positively stated that the institution seized 
opportunities. To a lesser extent it was found 
that the institution was not eff ective in the 
seizing aspect. It is important to note that even 
those interviewees asserting the existence of 
seizing, qualifi ed their responses by expressing 
dissatisfaction with the level at which strategy 
manifested characteristics of seizing. Consistent 
with Teece’s (2007:1344) organisational actions 
related to seizing, the interviewees identifi ed 
the introduction of new educational products as 
well as signifi cant investment in infrastructure 
and resources as indicators of the existence of 
seizing. What was criticised was the inadequacy 
of resources; namely human capital, to match the 
growth pace exhibited by the institution.

Much has been written regarding impeders of 
strategy in organisations. Among elements that 
most strongly indicate the presence of these 
impeders at the support level of strategy are 
aspects such as lack of consensus among decision-
makers, but, most importantly, lack of capabilities 
and skills as well as unsuitable or inadequate 
resource allocation (Hrebiniak, 2006:17). 
Although interviewees indicated that there was 
visible investment in infrastructure, there were 
evident misgivings in the aspect of staffi  ng which 
was seen as a possible impediment to strategy 
implementation. Th is aspect was also seen to 
disadvantage the institution’s seizing capacity. It 
is critical to qualify the mixed responses of the 
interviewees since they indicated inadequacies in 
the seizing capabilities of the institution.

It is apparent in the discussion of polyarchy and 
social proofi ng that there is a possibility that the 
institution may not have met the prerequisite 
conditions for seizing. Polyarchy refers to a 
governance system in which power is widely 
dispersed to many individuals in an organisation 
(Felin and Powell, 2016:83). Th e responses of 
interviewees suggested a structural defect in the 
institution that could inform imperfections in 
stating the seizing process of dynamic capabilities. 
As already alluded to in reviewed literature, 
polyarchy becomes indispensable because it 
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infers that employees in strategic business units 
(private college) working closest to action are 
empowered, thereby minimising impediments 
prevalent with bureaucracy as well as monocracy. 
Th e devolution of responsibilities has not taken 
place and therefore this impedes the fl ow of 
strategic actions that signify the prevalence of 
seizing capacity. As such, the fi ndings affi  rm that 
polyarchy is a micro-foundation underpinning 
dynamic capabilities.

Th e second organisational design principle 
pertinent to this study was social proofi ng – a 
term borrowed from social psychology (Felin 
and Powell, 2016:85). Social proofi ng entails any 
mechanism of social inspiration that facilitates 
harmonised behaviour among employees in an 
organisation, thereby promoting integration 
(Cialdini, 2001:75). Likewise, Teece (2007:1341) 
identifi es integration as a pertinent managerial 
process, which helps organisations to build 
capacity for seizing. At the nucleus of social 
proofi ng is the ideology of inducing some kind 
of social contagion in which beliefs as well as best 
practice are disseminated throughout a strategic 
business unit.

Manifest in the responses was the fact that the 
desired contagion had not permeated the entire 
employee cohort, as shown by dissonant answers 
from some of the interviewees. Th is indicated 
that there was more that the institution needed 
to do to disseminate this prerequisite micro-
foundation of strategy implementation. In this 
regard, integration by social proofi ng can be 
thought of as an asset orchestration process. 
Social proofi ng thus becomes a key piece in the 
triadic relationship between strategy formulation, 
dynamic capabilities and strategy implementation 
because it enables organisations to put dynamic 
capabilities into practice. Th is aspect is a possible 
cause for further examination since there is 
evidence that social proofi ng does not exist as an 
optimal aspect of asset orchestration at the private 
college under review.

3. Does the institution transform (align resources) 
to educational opportunities? 
In literature, this aspect was dealt with in the 
discussion relating to the transformation aspect 
of dynamic capabilities. Transformation relates 

to “continuous renewal and modifi cation aimed 
at maintaining competitiveness” in the context 
of fast changing environments (Inan and Bititci, 
2015:314). Teece (2007:1341) expands the 
understanding of the importance of transformation 
by underlining the critical nature of judicious 
selection of technologies, design of business 
models and product attributes as well as aligning 
investment with resource allocation aimed at 
growth and profi tability. Th is will inevitably lead 
to an effi  cient augmentation of institutional-level 
resources to achieve performance alignment. Of 
all the other aspects of dynamic capabilities, this 
one received less affi  rmation from interviewees 
regarding its existence.

Most of the interviewees conceded that the 
institution subscribed to asset orchestration 
and repurposing as a stepping stage towards 
reconfi guration for further growth. Th ey 
supported this by applauding the introduction 
of such new products as the degrees in logistics 
and education, respectively. Th is was seen 
as the institution’s strategic responsiveness 
to the demand for tertiary education as well 
as transforming and reconfi guring itself for 
competitiveness. Th ey also saw the merging of 
two campuses to maximise resource employment 
as emanating from strategy driven by dynamic 
capabilities. Few interviewees claimed that the 
transformative edge was non-existent, citing 
several imbalances between resources and 
services on off er negatively aff ecting capacity and 
performances. Table 5 below indicates the actions 
taken by the institution to transform from the 
perspective of the interviewees:

Th ere was an indication that the interviewees were 
dissatisfi ed with resource allocation as ratios of 
students to library as well as teaching and learning 
resources did not match. Th is was deemed to 
have a detrimental eff ect on the sustainability of 
growth as well as a sign of the inadequacies of 
the transforming capabilities of the institution. 
Furthermore, Hitt et al., (2017:1); Greer et al., 
(2017:138) are both of the opinion that it is much 
more important to realign organisational values, 
systems, structures and culture to the attainment 
of the strategic goals. Th e formulation of said 
strategic goals is the easier part. Th is research 
revealed that at institutional level, there seemed to 
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be knowledge regarding what needed to be done. 
However, the implementation (transforming) part 
was problematic, as resources were not adequately 
aligned. If not corrected, this could result in 
impeding strategy at various levels, especially at 
the implementation phase. Th e logical outcome 
of this impediment would be stunted growth.

4. Use of dynamic capabilities by the college to 
implement growth strategies 
Alignment of strategy implementation and 
dynamic capabilities did not seem to be readily 
apparent to the interviewees and this may be the 
reason why there were divergent perspectives 
regarding the use of dynamic capabilities 
concerning growth strategies. An element to 
consider is also the conceptual complexity of 
the relationship between growth strategies and 
dynamic capabilities, which left  some of the 
interviewees unsure if the relationship existed.

Reviewed literature established the relationship 
between dynamic capabilities and institutional 
growth (Helfat et al., 2007:37). Th e element of 
growth strategies was dealt with in the theoretical 
grounding of this study by simply exploring the 
typologies of growth, which included size growth, 
and relational and capability growth. Th ese were 
deemed important as they are driven by dynamic 
capabilities. It is, however, highly critical to state 

that there are numerous growth strategies that 
any institution may choose to make part of its 
strategic thrust

Manifest in the use of dynamic capabilities in aiding 
implementation of growth strategies is the rate of 
reconfi guration. In essence, the fi ndings in this 
study revealed that the institution had undergone 
noticeable reconfi guration. Th is is consistent 
with what Ambrosini and Bowman (2009:30) 
refer to as transformation and recombination of 
assets and resources. Interviewees who supported 
the existence of dynamic capabilities in strategy 
mentioned the merger of two campuses and 
the reconfi guration of operational routines and 
processes to accommodate the growth in student 
numbers. Furthermore, the acquisition of a 
bigger asset in the form of the new campus to 
accommodate current and future growth, was also 
seen as a reconfi guration process that indicated 
the consideration of dynamic capabilities in 
the implementation of growth strategies. Th e 
variances in responses could therefore be an 
issue related to how these growth strategies were 
communicated within the institution as well as 
the adaptation pace.

Th e objective of the study was based on the 
three aspects of dynamic capabilities, namely 
sensing, seizing and transforming in the process 

TABLE 5: TRANSFORMING THEMES EMERGING FROM THE INTERVIEWEES’ RESPONSES

Opportunities sensed dynamic capability 
micro-foundation (sensing) Transforming

• Recognising emerging opportunities for 
educational degrees (Teacher shortages)

• New programmes introduced namely 
Logistics and Bachelor of Education 
(Foundation phase and Intermediate 
phase)

• New processes and routines created
• New modules within already existing 

programmes • Curricular and programme reform

• Recognising emerging opportunities for 
logistics and supply chain

• New faculties namely Supply Chain and 
School of Education

• Need to streamline operations against the 
backdrop of a sluggish economy

• Integration of two campuses to form one 
mega campus. Administrative cost lowered

• Shutting down poorly performing diploma 
programmes 

• Growing demand for tertiary education • New building on campus purchased (new 
processes implemented)
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of implementing growth strategies. Interviewees 
provided adequate scope as directed by the four 
questions relating to the objective. It is in this 
regard that the objective of the study was met 
accordingly.

MANAGERIAL IMPLICATIONS 
Th e knowledge levels of the interviewed personnel 
refl ected that dynamic capabilities as a concept 
was well understood, with diff erent interviewees 
highlighting aspects that were top of mind to 
them. It was not coincidental that all the fi ndings 
indicated that dynamic capabilities needed 
to be adopted as a tool for growth strategies. 
Th is notion proceeded from the knowledge 
and appreciation of the concept of the effi  cacy 
of dynamic capabilities. It was apparent in the 
fi ndings that the strength of the private college in 
respect of strategy and dynamic capabilities lay 
in sensing and seizing. Interviewees were clear in 
their responses regarding the college’s ability to 
identify opportunities and act upon them.

What presented some concern to this study was 
the element of transformation where interviewees 
demonstrated uncertainty and divergent 
responses. What seemed to be an issue was the 
capacity to manage strategic change as noted 
by Boniface & Groenewald, 2016:266; rather 
than sensing and seizing the opportunities. Th e 
transformational side was arguably the area that 
was lacking, as was the source of incapacity. Th is 
spoke directly to the operational aspects of the 
organisation rather than the strategic elements 
and this eventually begged the question as to 
whether the strategic goals were being supported 
and sustained at operational level. Th is drove 
to the resourcing of the institution, having 
responded to the market and the environment. 
Th is also featured in the challenges presented 
by the fi ndings as possible impeders of dynamic 
capabilities in strategy implementation. Focus 
should thus be directed on alignment and 
resource utilisation.

Informed by the problem the research set out 
to answer the following question: Were the 
capacity inadequacies and lack of support for 
implementing (growth) strategies evident at 
the private HEI, resulting from the absence of 
dynamic capabilities? Th e fi ndings adequately 

provided the answer as well as indicated the 
possibilities for further exploration as indicated 
in the recommendations below. Capacity as 
well as structural issues featured prominently 
in instances where dynamic capabilities, in 
particular transforming capacity, were deemed 
less than adequate.

Th e fi ndings of the research confi rmed the 
existence of sensing and seizing capacity and 
identifi ed the shortfalls of transforming capacity 
within the private college. Management should 
attend to transformational issues and the 
following recommendations are put forward:

• Th e private college should improve its capacity-
building capability and resource mobilisation 
capability. Using an organisational capabilities 
improvement plan, the private college can 
adopt the results of this research in developing 
these capabilities. 

• Management should seek to ensure seamless 
alignment of resources, values, culture and 
strategy processes to maintain a competitive 
edge. 

• Management should also consider 
restructuring functional and management 
structures to match rapid growth needs that 
are presenting themselves because of the 
espousal of sensing and seizing. 

• Devolution of decision-making processes 
should be considered to allow fl exibility and 
speedy implementation of growth strategies 
with specifi c focus on accommodating 
transformation. 

• Leadership to ensure harmonised and 
integrated understanding of dynamic 
capabilities and strategy, in particular, should 
advance more lucid communication of 
strategy. 

• Th e context of rapid growth inspired 
by dynamic capabilities requires that 
management should see to staff  preparedness 
and put in place resources and transformative 
systems to eff ect change management. 

• Focus on institutional culture is needed 
to align it to the imperatives of dynamic 
capabilities. 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

29

CONCLUSION 
Th is study set out to establish the workings 
of dynamic capabilities in a private HEI. Th e 
presence of dynamic capabilities was identifi ed 
as the institution was found to be sensing and 
seizing opportunities. However, there was room 
for improving transforming capacity.

Th e study examined the concept of dynamic 
capabilities as a functional element in the private 
institution of higher learning. In the exploratory 
study, matters of alignment kept arising. Th is 
alignment related to resources, organisational 
culture and values. Two areas of further research 
were therefore identifi ed as follows:

Firstly, further research should focus on the 
question of aligning institutional culture with the 
use of dynamic capabilities in strategic processes. 
Th is would further clarify gaps regarding the 
relationship of institutional culture and dynamic 
capabilities. Th is relationship, which was not 
within the scope of this research, merits further 
investigation.

Secondly, the fi ndings indicated that the 
institution is stronger in sensing and seizing and 
not as skilful at transformation. Future research 
should therefore focus on an investigation of the 
balance between the three elements of dynamic 
capabilities.
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ABSTRACT 
Th e metals manufacturers in South Africa 
are struggling to survive in the contemporary 
competitive global economy and, in some 
cases, cannot compete against some global 
metals manufacturers. Th is can perhaps be 
ascribed to the superior advantage of global 
metals manufacturers and the lack of local 
government protection against global bullying. 
Th e objective of this study is to report on the 
degree that competitive intelligence, as described 
by the six building blocks, is practised by metals 
manufacturers in South Africa towards enhancing 
their competitiveness and sustainability. An 
explanatory, sequential, mixed-method research 
strategy was conducted, which consisted of 
two phases. Phase 1 included a questionnaire, 
completed by 63 employees in the South African 
metals manufacturing fraternity, and Phase 2 
included seven semi-structured interviews with 
specialists in the South African metals industry, 
aimed at gauging their awareness of competitive 
intelligence concepts. What was learnt from the 
study is that competitive intelligence is practised 
within all six building blocks, but there is still 
very much room for improvement; although 
the fi rst building block, planning and focus, is 
regarded as the most important, there is not 
much diff erence to the extent that all six building 

blocks are established in practice; government is 
seen to not be stepping up to its anticipated role 
and the loyalty of clients and relationships with 
clients will be a deciding survival factor; and that 
participants are to a ‘higher than average’ extent 
aware of ideal competitive intelligence practices.

Keywords: competitive intelligence, metals 
manufacturers, South Africa, building blocks, 
sustainability 

INTRODUCTION 
In today’s dynamic business environment, 
companies need to continually assess, develop 
and implement strategies to ensure that they 
position themselves optimally to harness growth 
opportunities, while still ensuring costs are 
kept under control (KPMG, 2014). Although 
the contemporary business world is highly 
competitive, there are oft en more business 
entities active in a specifi c market place than 
what is perhaps justifi ed (Djekic, 2014:14-
18). In order for companies to survive in an 
aggressively competitive environment, a proper 
understanding of their competitive environment, 
and the forces that aff ect such environment, is 
required. To make such an understanding a reality, 
a company should have a process in place that i) 
is able to turn data into information, and then ii) 
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is able convert this information into actionable 
intelligence; from which strategic and tactical 
decisions can be made. Gathering raw data and 
converting it into information and intelligence 
are fundamental aspects of conducting business 
(Laudon & Laudon, 2012:17-45).

Th e concept of competitive intelligence can 
perhaps be best understood when the diff erence 
between information and intelligence is clarifi ed. 
Corporate managers usually have to read 
through several reports and proposals before 
making business decisions, and it is oft en found 
that although such reports are overloaded with 
information, the reports oft en lack intelligence 
that can enable managers to make more eff ective 
decisions. In general, the competitive intelligence 
process consists of six building blocks, namely 
planning and focusing, collecting, analysing, 
communicating, processing/structuring, and 
establishing an awareness/culture (Dishman & 
Calof, 2008). Consequently, available information 
needs to be systematically collected and analysed 
to make informed decisions (Lin, Chan & Ien, 
2013:55) and, as such, it can therefore be argued 
that companies that are able to turn information 
into intelligence are more likely to succeed 
(Sewdass, 2012:2). Within a local context, 
South African companies face many challenges 
associated with globalisation. As such, many 
South African companies have established a 
competitive intelligence function that they can 
use in support of operational decision-making 
strategies (Sewdass & Du Toit, 2014:186).

South Africa is known for its vast deposits of 
mineral resources, which account for a signifi cant 
proportion of world production and reserves 
(Deloitte, 2013:5). A concern, however, is that 
these (raw) resources are being exported, which 
has led to various calls by business and political 
leaders to rather keep it in the country and use 
it as a way to stimulate local manufacturing 
(Th abethe, 2013). Even though the South 
African manufacturing sector is well developed 
compared to most developing countries, the 
focus of the study was on the South African metals 
manufacturers, which have to improve quite 
drastically to live up to global demand (Fedderke, 
2008). For example, their poor performance can 
be seen from the production index of the South 

African metals and engineering industry, which 
has deteriorated during the 2008/2009 fi nancial 
crisis and in 2017 it was below its 18-year average 
index (Chibanguza & Noise, 2017). A further 
example is, due to external environmental factors, 
new investments in the metals and engineering 
industry in South Africa have been poor, with a 
resultant drop in the production effi  ciency and 
subsequently rendered the competitive capability 
of the sector in jeopardy (Chibanguza & Noise, 
2017).

Furthermore, the Chinese economy accounts for 
more than half of the global metals consumption. 
South Africa is a mineral-rich country and China 
is one of the fastest developing countries of this 
era that requires South African minerals as part 
of its growth strategy. On the one hand, growth 
in the South African economy will continue to 
be dependent on a healthy Chinese economy; 
however, a common perception in South Africa 
is that the growth in Chinese trade has had a 
negative direct competitive eff ect on domestic 
manufacturing output and employment, 
including metal products. Increased Government 
protection from Chinese imports was, therefore, 
demanded (Morris & Einhorn, 2008; Alfonso, 
2016).

Problem investigated 
Th e above discussion can be summarised in the 
following synopsis: South Africa is a country rich 
in mineral resources. However, the economic 
growth rate − 25 years aft er democracy − is 
lower than what many South Africans may have 
hoped for. South African companies, however, 
face challenges associated with globalisation and 
they need to compete on a global level. Metals 
manufacturers in South Africa are in dire straits. 
Th is can perhaps be ascribed to the superior 
advantage of global metals manufacturers and 
the lack of local government protection against 
global bullying.

Since competitive intelligence focuses on 
the organisation’s business environment, an 
understanding of competitors’ strategies and 
actions is key to be able to ensure proper 
responses thereto (Sewdass & Du Toit, 2014:187-
188). Th e metals manufacturers in South Africa 
are struggling to survive in the contemporary 



34
WWW.IBC-CONFERENCE.COM

competitive global economy and in some cases 
cannot compete against some global metals 
manufacturers (Venter & Tustin, 2012; Du Toit 
& Sewdass, 2104; Sewdass & Du Toit, 2014). 
What is needed is to analyse and evaluate 
current competitive intelligence practices by 
metals manufacturers in South Africa. Th erefore, 
in support of local metals manufacturers’ 
competitiveness and sustainability struggles, 
the research presented in this paper makes a 
clear case of a dire need to fi nd a way for metals 
manufacturers to stay competitive.

Objective of the study 
Th e objective of this study is to report on 
the degree that competitive intelligence is 
practised by metals manufacturers in South 
Africa towards enhancing their competitiveness 
and sustainability. To fulfi l said objective, an 
explanatory, sequential, mixed-method research 
strategy was followed, which consisted of two 

phases. Phase 1 was quantitative in nature, with a 
questionnaire targeted at appropriate employees 
in the South African metals manufacturing 
fraternity, and Phase 2 was qualitative in nature 
and encompassed in-depth, semi-structured 
interviews with specialists in the South African 
metals industry, aimed at gauging their awareness 
of competitive intelligence concepts.

Overview 
Th e remainder of the paper is set out as follows: 
the next section provides some background and 
literature related to this study, which explain the 
metals manufacturers as a sub-set of the metals 
and engineering industry and the competitive 
intelligence process that can be broken up into six 
building blocks; this is followed by the research 
design, explaining the quantitative and qualitative 
phases, respectively; presenting the results; a 
discussion thereof; and conclusions on the open 
questions; and the study is concluded in the fi nal 

FIGURE 1: GROUPING OF SUB-INDUSTRIES IN MANUFACTURING (SOURCE: THE RESEARCHER’S OWN 
RESEARCH) 
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section.

BACKGROUND AND LITERATURE 
REVIEW 
South African metals manufacturers 
Metals are any number of chemical elements 
and alloys that are oft en lustrous, malleable and 
good conductors of heat and electricity (Business 
Dictionary.com, 2017). Non-ferrous metals do 
not contain iron and a grouping of metals, such as 
aluminium, brass, bronze, copper, nickel, tin, lead 
and zinc (Altonmaterials, 2017). According to the 
defi nition of non-ferrous metals, precious metals 
are also included, such as gold and silver. However, 
precious metals were excluded from this research 
study. Th e metals manufacturers of South Africa 
are companies that focus on the manufacturing of 
metals, supplying upstream raw materials, such as 
ore, and interacting downstream with clients who 
use manufactured metals to produce products or 
to further benefi ciate produced metals.

South African statistics about the metals industry 
are generally available in the metals industry and 
the engineering industry combined, called the 
metals and engineering industry, as indicated in 
Figure 1 (Statistics South Africa, 2016; Quantec, 
2017). Th e metals and engineering industry 
contains the metals manufacturers and is a sub-
set of the manufacturing industry in South Africa 
and a combination of the metals industry and the 
engineering industry (Lundall, Maree & Godfrey, 
2008). Statistics for these sub-industries of the 
metals and engineering sub-industry are quite 
oft en shown in tabular formats (Statistics South 
Africa, 2016). From these tabular formats, specifi c 
mentioned sub-industries, basic iron and steel 
products and basic non-ferrous metal products, 
are grouped to defi ne the metals manufacturers 
as focused on in this study.

Also note from Figure 1 that other infl uences, 
or stakeholders, such as the government, labour 
bargain councils and regulatory bodies, are 
omnipresent in all industries and sub-industries 
in South Africa.

According to the latest economic sector census 
(Statistics South Africa, 2017), the metals and 
engineering industry covers 29.13% of the 
manufacturing industry footprint. Th e fortunes 

of the metals and engineering industry correlate 
with the South African economy. Growth in 
the South African economy is, therefore, an 
important prerequisite for the fortunes of the 
metals and engineering industry (Chibanguza 
& Noise, 2017). Th e demand for output by the 
metals and engineering industry is fairly shared 
by local and international industries given that 
just under half of the output of the metals and 
engineering industry (42%) is exported from 
South Africa (Statistics South Africa, 2017). Th is 
trend confi rms that global economic growth is 
just as important as the growth of the metals and 
engineering industry to the local economic well-
being of South Africa. Th e metals and engineering 
industry has recorded trade defi cits for some 
years. However, in 2016, this trade defi cit receded 
with the sector exporting R216 billion worth 
of output and importing R339 billion worth 
of products, resulting in a trade defi cit of R122 
billion and resulting in the sector’s terms of trade 
improving by 4.6% (Chibanguza & Noise, 2017). 
According to Chibanguza and Noise (2017), the 
metals and engineering industry is driven mainly 
by the following external environmental factors: 
the global growth cycle; the commodity cycle; 
international capital fl ow cycle (impacts the 
exchange rate); internal political cycle and policy 
direction (impacts sentiment and the exchange 
rate); and cost competitiveness.

Competitive intelligence building blocks 
Th e concept of intelligence was proposed as a 
strategy to increase a company’s competitiveness 
some years ago by Porter (1980). Since 
competitive intelligence is a relatively new 
management concept, it is necessary to ensure 
that an accurate understanding and defi nition of 
this concept are obtained. Several terms, such as 
business intelligence, competitor intelligence and 
even industrial espionage, are found in literature 
to explain the concept of competitive intelligence 
(Calof & Wright, 2008:717-730). According 
to Calof and Skinner (1999:2), competitive 
intelligence is actionable information arising 
from a process involving planning with collecting, 
analysing and disseminating information available 
in the external environment for opportunities 
that have the potential to aff ect the competitive 
position of companies. A comprehensive 
defi nition of competitive intelligence is “the legal 
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collection and analysis of information regarding 
the capabilities, vulnerabilities and intensions of 
business competitors conducted by using ‘open 
sources’ and ethical inquiry” (Scip.org, 2012). 
Kahaner (1997:31-45) eloquently discusses 
what competitive intelligence is by showing 
how companies effi  ciently, systematically and 
economically collect information, and then 
analyse and use it to make decisions. Th is 
understanding can assist decision-makers in 
companies to make more informed decisions 
concerning the improvement of competitiveness. 
Most companies and individuals alike confi ne 
competition to other companies performing the 
same function as they are, and literature usually 
refers to this view as ‘direct competitors’ or 
‘traditional competitors’.

It is obvious that competitive intelligence may be 
considered as entailing various related concepts 
and perceptions, and that there seems not to be a 
singular accepted defi nition (Calof, 2017:578). In 
light of the above, and for purposes of this paper, 
competitive intelligence is defi ned as the legal and 
ethical process, supported by proper structures 
and organisational culture, of the gathering, 
enrichment and dissemination of purposeful 
information that could improve an organisation’s 
competitive advantage. Similarly, an overall 
alignment in the foundational processes (or 
building blocks) of competitive intelligence is 
perceived. Th e competitive intelligence wheel, 
developed by Dishman and Calof (2008), has been 
adapted in another illustration to demonstrate 

the building blocks of competitive intelligence, as 
indicated in Figure 2 below:

In Figure 2, the four centre building blocks 
(i-iv) are shown to lead towards the right-
most block, called ‘Decision’, to illustrate 
that competitive intelligence aims to support 
decision-making processes by companies to 
enhance competitiveness. In general, and with 
reference to Figure 2, there are six building blocks 
found in competitive intelligence: (i) Planning 
and focusing, (ii) collecting, (iii) analysing, (iv) 
communicating, (v) processing/structuring, and 
(vi) establishing an awareness/culture, where (i) 
to (iv) represent the four core building blocks and 
(v) and (vi) the two supporting building blocks.

Th ese six key building blocks (BB) can be further 
explained, namely:

• BB1: Planning and focus, which entails 
decisions about what information is available, 
for what purpose and from which resources it 
was taken. 

• BB2: Collection, during which required 
data for a competitive intelligence exercise 
is collected, aligning various sources and 
acquisition methods. 

• BB3: Analysis, during which the collected 
information is converted into actionable 
intelligence from which strategic and tactical 
decisions can be made. 

• BB4: Communication, during which the 
created intelligence is communicated to those 

FIGURE 2: MODEL OF COMPETITIVE INTELLIGENCE TO DEMONSTRATE THE BUILDING BLOCKS 
(SOURCE: ADAPTED FROM DISHMAN AND CALOF (2008)) 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

37

with the appropriate responsibility. 
• BB5: Process and structure, which require 

appropriate policies, procedures and 
infrastructure to enable eff ective contribution 
to the intelligence system. 

• BB6: Organisational awareness and culture, 
i.e. enabling/empowering companies to utilise 
their intelligence eff orts successfully. 

Open questions 
Up to this point, it was off ered that the South 
African metals manufacturers are in dire need 
to fi nd a way for metals manufacturers to stay 
competitive. Th e competitive intelligence process 
was also explained. Consequently, the following 
questions are asked to assist in the objective of the 
study being reached:

1. To what degree are South African metals 
manufacturers familiar with competitive 
intelligence and the competitive intelligence 
process, as explained by the building blocks? 

2. What is the relative importance of the diff erent 
building blocks? 

3. Who are the stakeholders, and their 
importance, within the competitive 
intelligence framework? 

4. What are some ideal competitive intelligence 
practices? 

RESEARCH DESIGN 
Since the objective was to report on the competitive 
intelligence as practised by metals manufacturers 
in South Africa, a mixed-method approach was 
followed. Firstly, a positivistic philosophical 
approach was followed during Phase 1. Th is 
is the quantitative part, which reports on the 
results of a newly developed self-administrated 
questionnaire, which followed a methodological 
process of deductive reasoning to test current 
practices and views. Secondly, the results of 
Phase 2, the qualitative phase, encompass the 
interpretation of the semi-structured interviews 
with targeted specialists who were used to 
confi rm the results of the fi rst phase. Essentially, 
therefore, the information obtained during the 
qualitative interviews was used in conjunction 
with the quantitative questionnaires, as well 
as the supporting literature review to develop 
some recommendations to promote competitive 

intelligence awareness and utilisation as ways to 
suggest improvements to the competitiveness 
and sustainability of the South African metals 
manufacturers.

Phase 1 
Th e target population was the metals 
manufacturers in South Africa. Th e employer 
group identifi ed in the metals industry and its 
various sub-industries consist of approximately 
11 800 employers (Statistics South Africa 2016). 
Th e metals manufacturers were targeted with 
the developed questionnaire via two employer 
representative organisations, namely SEIFSA 
(Steel and Engineering Industries Federation of 
Southern Africa) and SAISI (South African Iron 
and Steel Institute). Th e request to the employer 
representative organisations was two-fold: (i) to 
send the questionnaire to its member employers, 
and (ii) to request that the questionnaire be 
distributed by the employers in their organisations.

A questionnaire that tests competitive intelligence 
practices, developed by Saayman, Pienaar, De 
Pelsmacker, Viviers, Cuyvers, Muller and Jegers 
(2008) was used as a conceptual reference. Other 
leading authorities in the fi eld of competitive 
intelligence (SCIP and Prof Jonathan Calof) 
were also consulted for additional questionnaire 
examples to use as a basis. A new questionnaire 
was, however, developed and all the questions 
surfaced during the literature review and when 
contemporary market realities were discussed. 
Th e inclusion of the selected questions was 
further motivated during the pilot study phase, 
when industry experts voiced important 
viewpoints. Th e fi rst section of the questionnaire 
requests demographic information. Th e second 
section covered the competitive intelligence 
process, i.e. in total, 24 statements (Table 1) 
were ordered to support the six building blocks. 
Th e fi rst of four statements from each of the six 
building blocks was followed progressively by 
the other statements in order to keep the interest 
of the participant and also because this method 
of scrambling may also challenge the reliability 
of the factor analysis. Th e third section focused 
on the practical competitive experiences of 
respondents, which include a ranking of the 
importance of several stakeholders (Table 3) and 
testing views for idealised competitive intelligence 
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practices (Table 4). All the statements/questions 
requested responses based on a fi ve-point Likert 
scale, ranging from strongly disagree (option 1) 
to strongly agree (option 5). Th e questionnaire 
was tested by the Statistical Consultation Services 
Department of the North-West University and 
pilot-tested by both university academics and 
industry specialists. Th roughout the testing of 
the questionnaire, modifi cations were made in 
order to optimise the face validity and construct 
validity.

Ultimately, a total of 63 responses were received. 
Th e analysed Kaiser-Meyer-Olkin coeffi  cients of 
the responses were, however, satisfactory and it 
was recommended by the Statistical Consultation 
Services Department of the North-West 
University that the further collection of primary 
data via the questionnaire was unnecessary. 
Descriptive statistics and factor analysis for the 
collected data enabled the testing of the results 
of the quantitative phase against the objectives of 
the questionnaire and the research.

Phase 2 
An interview guide was used as basis for primary 
data collection during semi-structured interviews 
to confi rm or clarify some aspects from the 
quantitative phase. Th e questions included in the 
interviews are exhibited in the results section that 
covers phase 2. Seven semi-structured interviews 
were conducted. Th e interviewees each has at least 
30 years of experience in the South African metals 
manufacturing industry. Since the interviewees 
were either employed in top management 
positions or in industry consulting-related 
positions, the interviewees could be considered as 
knowledgeable specialists who shared their views 
on the questions asked.

RESULTS 
Phase 1: Quantitative data 
Profi le of respondents 
Th e respondents represent fi rms with fewer than 
200 employees (48%), between 200 and 1  000 
(27%), between 1 000 and 3 000 (14%) and more 
than 3 000 (11%). Th e respondents were mainly 
from management (76%) and specialists (13%). 
Th e respondents are mainly males (84%) and 
57 percent of the respondents are more than 50 
years old, 22 percent between 40 and 50, and 21 

percent younger than 40 years. Th e respondents 
are highly experienced, with 76 percent who have 
been employed for more than 10 years in the 
metals and engineering industry.

Descriptive statistics of the six building blocks 
Th e collated responses for the testing of the 
competitive intelligence building blocks (per 
Figure 2) are depicted in Table 1 below. Four 
questions were asked with regard to each of the 
six building blocks with the responses (testing a 
particular building block) grouped together. Th e 
average percentage of the responses per each of 
the fi ve Likert scale outcomes per question is 
shown together with the arithmetic means and 
standard deviations per question.

In evaluating the responses in the table below, the 
following aspects were evident:

• Th e least popular response (0%) was found in 
Question 18 (BB6: Organisational awareness 
and culture), with a ‘strongly disagree’ 
response. Coincidently, the same question also 
received the most popular response (61.9%), 
with an ‘agree’ response. It would therefore 
seem that the organisations do encourage the 
sharing of information to their own benefi t. 

• Th e lowest mean value response (2.55) 
was obtained from Question 6 (BB6: 
Organisational awareness and culture), which 
indicates that the average participant was 
slightly more negative with regard to the 
in-house competitive intelligence training 
availability. Th e highest mean value response 
(3.79) was shared by statement 4 (BB4: 
Communication), which indicates that the 
competitive intelligence seems to be passed on 
to decision-makers, and statement 12 (BB6: 
Organisational awareness and culture), which 
supports the prior response by indicating 
that the reporting of information that can 
contribute towards the company’s competitive 
position, is encouraged. It should be noted that 
both these building blocks occur towards the 
end of the competitive intelligence process. 

• Th e lowest standard deviation response 
(0.88) was obtained from statement 12 (BB6: 
Organisational awareness and culture), 
which means that the respondents’ viewpoint 
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regarding being encouraged to report relevant 
information, varied the least. 

Summary of descriptive statistics and results of the 
factor analysis 
Since this is a newly developed questionnaire, 
confi rmative factor analysis was applied to 
determine whether the questions included in 
each building block are sensible; in other words, 
that the questions belong together in a group. 
Th e sets of questions and statements for each of 

the six competitive intelligence building blocks 
were also analysed and grouped as factors. Table 
2 fi rstly exhibits the descriptive statistics, which is 
a summary of the six factors showing their means 
and standard deviations.

In analysing the descriptive statistics in the above 
table, the following was found:

• Th e order of importance of the building 
block was interpreted by the extent that the 

TABLE 1: DESCRIPTIVE STATISTICS ON THE COMPETITIVE INTELLIGENCE BUILDING BLOCKS
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respondents support the questions posed 
to them. From Table 2, it is evident that the 
order of importance is 1st BB1: Planning, 
2nd BB3: Analysis, 3rd BB2: Collection, 4th 
BB4: Communication, 5th BB5: Process 
and structure, and 6th BB6: Organisational 
awareness and culture. It was noted that the 
most important are the four core competitive 
intelligence building blocks, while the least 
important are the two supporting building 
blocks. 

• Th e largest standard deviation was found 
in the case of BB3: Analysis, which then 
indicates that although it was considered as 
the 2nd most important building block, the 
views of the respondents also varied the most 
in relation to such opinion. 

Th e second part of Table 2 exhibits the results 
of the confi rmative factor analysis, the purpose 
being to determine which items belong together. 
Pietersen and Maree (2014:219) explain that items 
belonging to the same factor have an individual 
loading number showing the correlation between 
the items and the factors, i.e. a bigger loading 
number indicates a stronger correlation between 
an item and the factor. Th e statistical detail per 
factor is oft en presented in a ‘factor pattern 
matrix’, where detail about the items ‘belonging’ 
to the factor is also displayed. Th e statistical detail 
shows that the four questions in each building 
block represent a sensible factor, where:

1. Cronbach’s alpha coeffi  cients were used to 
gauge reliability and internal consistency. 
According to Field (2009:681), values around 
0.8 and higher (and around 0.7 for ability 
tests) are an indication of good reliability. Th e 

Cronbach’s alpha scores for the six buildings 
blocks are mostly higher than 0.7 and 0.8, 
except for the last one with a score of 0.63. 

2. Kaiser-Meyer-Olkin values were used to 
determine sample adequacy. Kaiser-Meyer-
Olkin statistics vary between 0 and 1, where 
a value close to 1 indicates that patterns of 
correlation are relatively compact. All the 
scores in the study returned values that are close 
to or higher than 0.7, which should, according 
to Field (2009:647), yield distinct and reliable 
factors. Kaiser (1974) recommends accepting 
values marginally greater than 0.5 as barely 
acceptable and to not accept values below 0.5. 

3. Eigenvalues of factors and scree plots to assist 
with factor extraction. Eigenvalues indicate 
the substance importance of the factor with 
scree plots making an ‘elbow’ (infl ection) 
below the number of factors that should 
eff ectively be included (Field, 2009:640). All 
the scores in the study, with the exception 
of the last one, returned values higher than 
0.5. Th e Eigenvalues higher than 0.5 indicate 
a suffi  cient condition for a factor, while the 
cumulative value of two variables above 0.5 
indicates a suffi  cient condition for two factors. 

Practical experience of competitive intelligence 
Six additional questions were asked with regard to 
competitive intelligence practices. Table 3 shows 
the results of the fi rst question where a response 
was requested to obtain a ranked response and 
the remaining fi ve questions in Table 4 were 
asked according to a fi ve-point Likert scale. In 
the case of the fi rst question where ranking was 
requested, the highest rank would be 1 and the 
lowest rank would be 5. Th e lowest mean in Table 

TABLE 2: COMPETITIVE INTELLIGENCE BUILDING BLOCK GROUPING 
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4 would therefore correlate with the highest rank 
and the highest mean would correlate with the 
lowest rank. Th e response to the fi rst question in 
this section shows ‘Government’ (mean  =  4.14) 
is deemed by far the least important for a CI 
framework with ‘Clients’ (mean = 1.64) deemed 
by far the most important.

Th e remaining fi ve questions in this section were 
grouped as a factor as per Table 4 below.

Th e responses to the fi ve questions in Table 
4 returned mean values higher than 3, which 

implies that the participants generally agreed 
with all fi ve of the statements. Th e results of an 
exploratory factor analysis are also shown – the 
Kaiser-Meyer-Olkin coeffi  cient of the factor was 
0.720 and can be viewed as good. Th e factor mean 
was closer to 4 than to 3 and indicated an overall 
positive factor mean. Th e relatively high loading of 
the components of the factor indicated that these 
components belong in a group. Th e statements in 
this factor are all inclined to be associated with 
idealised competitive intelligence practices and as 
such the high factor mean was anticipated.

TABLE 3: THE STAKEHOLDERS’ RANKING

TABLE 4: TESTING FOR IDEALISED COMPETITIVE INTELLIGENCE PRACTICES
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Th e quantitative phase was followed by a qualitative 
phase, where semi-structured interviews 
were held with seven industry specialists. Th e 
responses from the seven interviewees from 
metals manufacturer fraternities in South Africa 
align well with the responses obtained from the 
questionnaire and the information gained from 
the literature reviews. Th is alludes to this study’s 
credibility and trustworthiness in a positive way.

Phase 2: Qualitative data 
Th e recorded semi-structured interviews were 
conducted by prompting a response and then 
allowing each of the interviewees free reign to 
respond. In order to obtain acceptable levels of 
trustworthiness and credibility, the interviewees 
were asked whether they would repeat their 
interview if necessary. Th e data collected and 
analysed from the quantitative phase of the 
empirical research were comprehensive and the 
interviews were designed to confi rm information 
obtained during the quantitative phase. Although 
more than ten interviews were planned originally, 
saturation was reached aft er fi ve interviews. 
Nevertheless, it was decided to continue to at least 
seven scheduled interviews to confi rm saturation. 
Th e interview guide is presented below together 
with the summarised responses to each of the 
questions posed to the interviewees.

4. Th e competitive intelligence building blocks 
are BB1: Planning and focus, BB2: Collection, 
BB3 Analysis, BB4: Communication, 
BB5: Process and structure, and BB6: 
Organisational awareness and culture. During 
the questionnaire phase of the research, 
competitive intelligence BB1 was rated as 
the most important building block by the 
participants of the metals manufacturing 
industry in South Africa. Do you agree with 
this rating? 

Summary of responses: Th e interviewees mostly 
agreed with the rating. Some remarked that 
competitive intelligence BB5 and BB6 should be 
rated higher. One of the interviewees referred to 
the framework of ‘Planning-Organising-Leading-
Controlling’ where ‘Planning’ is placed as the fi rst 
building block.

5. Competitive intelligence BB5 and BB6 were 
deemed least important by the participants. 

Do you agree with this statement? 
Summary of responses: Th e interviewees mostly 
agreed with the statement made, although some 
comments were made that BB5 and BB6 are most 
important, while other comments were made 
about these not being core building blocks. One 
interviewee was of the opinion that competitive 
intelligence is not yet established in South Africa, 
which explains the low ranking of these two 
building blocks.

6. What would you suggest should be done 
for competitive intelligence BB5 and BB6 to 
receive more attention? 

Summary of responses: Some responses were 
that formal participation structures should 
be established and promoted and that such 
structures should include awareness drives, good 
communication, increased ethical competition 
and less dependence on human championship.

7. In what order would you have rated the 
importance of the building blocks? 

Summary of responses: Most interviewees 
agreed with the rated order of the building blocks, 
although one response was that BB6 should be 
the highest.

8. A question requested the participants 
to rate the most important stakeholder who 
needs to be taken into consideration for a 
competitive intelligence framework from a list 
of stakeholders: i) clients, ii) suppliers, iii) own 
internal department, iv)  business partners, 
and v) the government. Th e participants rated 
‘clients’ as the most important stakeholder. Do 
you agree with this rating? 

Summary of responses: Th e interviewees agreed 
with this rating.

9. What other stakeholders would you add 
to the list used in the questionnaire? 

Summary of responses: Th e interviewees mostly 
agreed that the list is complete. Additional 
stakeholders listed included unions, competitors, 
anti-trust trade frameworks, and international 
infl uences. Some of the interviewees felt that the 
bigger, global market and its dynamics, energy 
suppliers, and logistics networks to distribute 
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products should be included.

DISCUSSION AND CONCLUSIONS 
Th e objective of the study was to report on the 
degree that competitive intelligence is practised 
by metals manufacturers in South Africa. Th e 
results of the study were structured according 
to the four open questions that were asked to 
provide some substance to reach the objective of 
the study.

Th e fi rst two questions focused on the degree 
that metals manufacturers are familiar with the 
competitive intelligence process, as explained by 
the building blocks and the relative importance 
of them. According to Table 1, the quantitative 
empirical phase found that i) the respondents are 
mainly positive with regard to the 24 statements 
related to the six building blocks, i.e. 22 out of the 
24 questions are rated higher than 3, the midpoint 
of the Likert scale, and ii) the respondents rated 
these in a relatively narrow range between 2.55 
and 3.79. Consequently, it can be concluded that 
competitive intelligence is practised within all 
six building blocks, but there is still much room 
for improvement, especially since none of the 
individual scores could reach 4 or higher.

Th e above-mentioned is further supported by the 
fi ndings in Table 2, where the means of the six 
building blocks were all positive (more than 3), 
in a narrow range between 3.28 and 3.49. Th ese 
scores were used to rank the building blocks in 
order of importance, as indicated in the factor 
analysis, but according to the narrow range, the 
study secondly concludes that these building 
blocks are established more or less to a similar 
extent. In the qualitative phase, the responses from 
the seven interviewees from metals manufacturer 
fraternities in South Africa aligned well with the 
responses obtained from the quantitative phase 
as well as the information obtained from the 
literature analysis. In cases where some of the other 
building blocks were deemed more important 
by some of the interviewees, it coincided with 
frustration about the lack of competitiveness with 
regard to South African metals manufacturers. 
Th e responses provided during the interviews 
varied and portrayed some frustrations voiced 
by the interviewees who wished that competitive 
intelligence could become more prominent and 

established in South Africa.

Regarding the third open question, who are the 
stakeholders and their importance, during the 
quantitative phase, it was also found that the 
majority of the participants agreed that ‘clients’ 
were by far the most important option within a 
modern South African context and ‘government’ 
by far the least important option (Table 3), to which 
the interviewees agreed. It is well accepted that a 
country’s government should create and maintain 
a viable economic structure for businesses to 
survive. In the case of South Africa, this study 
showed a high degree of frustration with the lack 
of protection by the South African government 
and as such this response is expected. Th erefore, 
the study concludes that, on the response 
that ‘clients’ were deemed most important 
for a competitive intelligence framework, it is 
expected in a business climate where bigger role-
players such as the government are seen to not 
be stepping up to its anticipated role, the loyalty 
of clients and relationships with clients will be 
a deciding survival factor. Furthermore, from 
the interviews, it was clear that the participants 
also suggested that other stakeholders should be 
added to the option list.

Finally, questions were posed to participants, 
who are associated with idealised competitive 
intelligence practices (Table 4). Th e above factor 
mean of 3.684 implies that the participants 
generally agreed with all fi ve of the statements. 
Th erefore, the study concludes that participants 
are to a ‘higher than average’ extent aware of ideal 
competitive intelligence practices.

FINAL CONCLUSION 
What was learnt from the study is that 
competitive intelligence is practised within all six 
building blocks, but there is still much room for 
improvement; although the fi rst building block, 
planning and focus, is regarded as the most 
important, there is not much diff erence to the 
extent that all six building blocks are established 
in practice; government is seen to not be stepping 
up to its anticipated role, and the loyalty of 
clients and relationships with clients will be a 
deciding survival factor; and that participants are 
to a ‘higher than average’ extent aware of ideal 
competitive intelligence practices.
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Th erefore, the managerial implication for 
metals manufacturers in South Africa is that the 
study recommends to fi rms a re-assessment of 
competitive intelligence where a well-planned 
process should be followed if competitive 
intelligence is not yet implemented, or a status 
assessment of all value-add in the case where 
competitive intelligence is already implemented. 
Consequently, each fi rm should use the 24 
statements in Table 1, focusing on the six building 
blocks, as a guide to determine where they can 
improve their competitive intelligence process. 
Furthermore, fi rms should be focused on several 
stakeholders; however, suffi  cient focus should 
be on clients for their survival. Lastly, this study 
provided (Table 4) some practical items that 
should be addressed for idealised competitive 
intelligence practices, e.g. dedicated persons 
must drive the competitive intelligence process, 
all employees should be part of the process and 
the continuous monitoring of progresses.

Th e fi rst limitation of this paper is that no analyses 
were presented regarding the demographic/
biographic classifi cation of respondents and 
their opinion regarding competitive intelligence 
practices. For example, diff erent classifi cations, 
such as sub-industries, company size, job level, 
experience, gender, education, etc. should be 
incorporated. Secondly, the paper did not study 
the results through the lens of a specifi c theory; 
for example, the resource-based theory or the 
theory of sustainable development that could 
enhance diff erent views. Finally, no attention was 
given to some aspects regarding competitiveness 
and the global environment. For example, a huge 
issue of metals manufacturers currently is South 
Africa’s metal trading with China, the issue of 
dumping practices and the lack of government 
protection. Th ese limitations pave the way for 
future research.
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ABSTRACT 
Th e purpose of this research paper was to evaluate 
the current strategic partnerships between the 
municipality and the business sector within the 
town of George and to develop a theoretical 
framework of what the important aspects are to 
consider when a town partner with the business 
sector to enhance the future development and 
growth of that town or city. Th e research provided 
useful insights into the factors that can contribute 
to a successful partnership between the business 
sector and local government of a town or city.

Th e important role that cities must play in local 
economic development was highlighted as well 
as the current situation with the regards the town 
of George where the research was undertaken. 
A brief literature review clearly indicated the 
importance of local government in partaking 
in economic growth actions in their region. 
Th e problem statement was outlined and the 
research objectives were formulated followed by 
an appropriate research design and methodology. 
A theoretical framework was developed and 
the research hypotheses represented in this 
framework were tested.

A research instrument for the quantitative data 
analyses was designed and the descriptive statistics 
of each of the variables were reported on. General 
conclusions were drawn from the literature 
review as well as from the empirical study that 
was done. In the inferential statistics, only two of 
the variables were found to be signifi cant, namely 

a strong and competent leadership and a mutually 
benefi cial relationship.

Th e study found that the current state of 
relationships between the business sector and 
the municipality in the town of George was not 
at a desired level. It is recommended that the two 
parties form a cross sector partnership to establish 
a long-term growth and development strategy to 
achieve a common vision for the town of George. 
Both parties indicated their willingness to partake 
in such a partnership for strategic purposes.

Keywords – local governments, business sector, 
partnerships, cross-sector partnerships.
 
INTRODUCTION 
Cities play a crucial role in driving the growth and 
development of their own economies as well as 
those in their regions and countries. Deas, Hincks 
and Headlam (2013:731) allude to the fact that it 
is cities that drive primarily national economic 
growth in a country. Th e competitiveness of 
cities is made up of various elements, including 
their physical capital, their physical resources 
and their economic resources amongst others. 
Th e important challenge is how to identify these 
variables and how to integrate and manage them 
to succeed in an ever-increasing competitive 
environment. Cities have become enablers of 
economic development and growth in their 
regions and the same applies to South Africa.

Cities and towns in South Africa have therefore an 
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important role to play in the economic development 
of the country. In this context, George, a town in 
the Western Cape, is a developing town, which 
contributes to the economy of the town, the 
region and South Africa. George is situated in the 
heart of the Garden Route, an important tourist 
route between Port Elizabeth and Cape Town, 
and has shown an average growth of 3-5 % in the 
period 2014 to 2017 (Western Cape Government, 
2017:15) George Local Municipality is classifi ed 
as a category B Municipality where the bigger 
municipalities are classifi ed as category A . Th e 
Garden Route District of which George form part 
is the third largest district economy in geographic 
size and Gross Domestic Product (GDP) in the 
Western Cape. George is also a popular holiday 
destination, conferencing destination and, due 
to its geographical placement, can partake in 
activities, which could place it amongst the 
most competitive towns in South Africa. It is, 
furthermore, a town with vast potential for 
tourism activities and is a town of choice due to 
its mild climate and good quality of life.

Th e purpose of the study was to evaluate how 
the George Municipality and the business sector 
in this area can work together for the future 
development and growth of this town. Th e study 
further seeks to develop a proposal for such a 
strategic partnership through the development 
of a theoretical framework of critical success 
factors. Moreover, the study aims to determine 
the presence of existing structures as well as the 
willingness of key role players to partner in the 
strategic development of the town. Th is entails the 
distribution of questionnaires to key stakeholders 
in the town and district as well as an in-depth 
study of current policy documents.

2. RESEARCH OBJECTIVES AND 
PROPOSED THEORETICAL MODEL 
2.1 Research problem and research objectives 
Partnerships are a means to eff ectively and 
effi  ciently collaborate in diff erent levels of 
government. Th is has created a need to identify 
how such partnerships could work, what the 
critical success factors are, and how to implement 
such arrangements.

Although the various policy documents and plans 
of the George Municipality talk of partnerships, 

the exact nature of the partnerships has not 
been described. Th e Economic Development 
Strategy is a document compiled by the George 
Local Municipality, which highlights the strategy 
that George Municipality should be following 
for economic development. Th e Integrated 
Development Plan is a long-term strategic plan 
for each local municipality in South Africa. Both 
the Economic Development Strategy as well as the 
Integrated Development Plan of George mention 
participative partnerships, but the extent of these 
partnerships or how they should be formed or 
enhanced are not mentioned.

Th e primary research objective will be to evaluate 
the critical success factors for an eff ective 
partnership between local government and the 
business sector in George.

To give eff ect to the primary objective of this 
study, the following secondary research objectives 
have been formulated:

• Conduct a literature study on successful 
partnerships in cities where business and 
government leaders have formed partnerships 
which contribute to city competitiveness. 

• Identify the critical success factors for such 
a partnership and construct a conceptual 
framework and hypothesis concerning the 
relationship between the critical success 
factors and perceived successful partnerships 
in George. 

• Investigate what partnerships exist and 
what will be required to realise a successful 
partnership 

• Develop a research instrument and draw a 
sample 

• Collect and analyse primary data 
• Make conclusions and recommendations on 

how a partnership between local government 
and the business sector could contribute to 
the creation of a sustainable and competitive 
town. 

2.2 Th e Proposed Th eoretical Framework 
Th e following framework was proposed for 
the perceived successful strategic partnerships 
between business and local government for local 
economic development and growth.
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Th e following research hypotheses were identifi ed 
for evaluation:

H1: Local government and business are willing 
to partake in a strategic partnership.

H2: Perceptions of a strong and competent 
leadership impact on the success of partnerships 
between business and local government.

H3: Successful partnerships between local 
government and business are infl uenced by 
perceptions of a shared and consensual vision.

H4: Perceptions of a mutually benefi cial 
relationship impact on the success of partnerships 
between business and local government.

H5: Perceptions of clearly defi ned objectives 
and time frames are related to the success 
of partnerships between business and local 
government.

H6: Perceptions of well-defi ned roles and 
responsibilities of partners are related to the 
success of partnerships between business and 
local government.

H7: Successful partnerships between local 
government and business are infl uenced by a 

culture of partnership, communication and 
action orientation.

H8: Successful partnerships between local 
government and business are infl uenced by 
perceptions regarding the availability of human 
and other resources.

H9: Perceptions regarding monitoring and 
oversight of outcomes of objectives are related to 
the success of partnerships between business and 
local government.

Th e hypotheses described above are represented 
in fi gure 1 above.

LITERATURE REVIEW 
3.1 Partnerships to enhance inclusive 
development and competitiveness 
Th e word “partnerships” has been defi ned 
extensively in academic literature. A partnership 
denotes some sort of mutually benefi cial 
relationship between two or more partners 
focused on a common purpose. Partnerships 
in a government context is not a new notion. 
Perhaps the clearest defi nition comes from a 
United Nations (UN, 2014) report to the General 
Assembly who defi ned it as follows: ‘Partnerships 
are voluntary and collaborative relationships 
between various parties, both State and non-State, 

FIGURE 1: THE PROPOSED THEORETICAL FRAMEWORK FOR SUCCESSFUL PARTNERSHIPS BETWEEN 
BUSINESS/PRIVATE SECTOR AND LOCAL GOVERNMENT 
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in which all participants agree to work together 
to achieve a common purpose or undertake a 
specifi c task and to share risks, responsibilities, 
resources, competencies and benefi ts’ (UN, 2014)

Th e approach of joint working relationships has 
become a common way of working for better 
local governance in countries (Carley, 2000:293). 
Such partnerships are, thus, being considered 
as key to local governments for the delivery of 
their mandates. Singhal, McGreal, and Berry ( 
2013:114) found that cities, which are performing 
well, are associated with advancing partnerships 
between the public and private sectors to attract 
businesses and investment while promoting the 
role of public administration, existing business 
sectors and community interests to facilitate 
competitive advantages.

Cross-sector partnerships have emerged as an 
approach in governments internationally, with 
many governments observing them as an eff ective 
way to deal with multifaceted issues. Cross-
sector partnerships are inter-organisational 
relationships, in which actors from two or more 
spheres of society are involved in a collaborative 
process in striving for a jointly defi ned goal. Cross-
sector partnerships are known by many names, 
such as multi-stakeholder collaborations, cross-
sector social partnerships and social alliances.

Th e defi nition of cross-sector partnerships or 
collaborations is, however, diff erent to that of 
public-private partnerships in South Africa, 
which is not the case in other countries. Th e 
reason for this is that, in South Africa, public-
private partnerships are legislated and clearly 
defi ned.

South Africa, like other developing countries, 
has joined other nations around the world in 
resorting to public–private partnerships (PPPs) 
as an essential strategy to improve its economic, 
societal and political problems as well as meeting 
the needs of development both nationally 
and internationally (Fombad, 2015:66). Th e 
partnership proposed here does not specifi cally 
relate to public-private partnerships but to cross-
sector partnerships.

At the outset, it would be important to distinguish 

between cross-sector partnerships and public-
private partnerships in the South African context. 
Formal public-private partnerships (PPPs) are 
defi ned in terms of National Treasury regulations 
and are a contract between a municipality and a 
private party, in which the private party assumes 
substantial fi nancial, technical and operational 
risk in the design, fi nancing, building and 
operation of a project.

A cross-sector partnership is between parties with 
a mix of common and complementary interests 
and objectives. In these types of partnerships, the 
programmes are designed jointly, and the partners 
bring complementary resources and skills to the 
table to address common interests. A cross-sector 
partnership can be established to address social 
issues, community development and education. 
A living example of this type of relationship is the 
community policing forums established in police 
areas with the common purpose of collectively 
addressing crime issues that are applicable to the 
area. Th e partnership or collaboration proposed 
in this study is aimed at the strategic economic 
development of a town through the mutual 
actions by business and local government.

3.2. Th e Critical Success Factors necessary for 
successful partnerships between business and 
local governments 
In a paper presented by Roberts (2000 :9), a case 
study of the town of Leicester was utilised where 
working groups sought to make partnerships 
work in various areas within the city. Th is paper 
captured some of the key lessons learnt with regard 
to enabling these partnerships. Th e following 
aspects were highlighted as salient points:

TABLE 2: LESSONS LEARNT IN LEICESTER 

KEY LESSONS LEARNT IN LEICESTER
Th e role of a multi-sector partnerships must be 
clear to all parties to the partnership
It will not always be possible to ensure equal 
representation from each side. Th e focus 
should rather be on bringing together persons 
who can act and are well informed of the 
expectations of the wider community
Local government should have a strong role 
in the partnership without dominating the 
participation to the exclusion of others
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Partnerships that are successful should be 
based on mutual and equal gain
Representatives of the partnership should 
possess various attributes including seniority, 
commitment, time and ability.
Th e practical issues need to be addressed, 
which include the resources, size and 
frequency of meetings. Th e use of subgroups 
could be considered to focus on specifi c areas
Back offi  ce support including staff , budget 
and information is important as well as the 
ability to carry out research on behalf of the 
partnership.
One of the organisations would need to start 
the partnership and make the fi rst move to 
bring the partnership together.
Th e meetings and relationships should be 
action oriented and carefully facilitated.

Source: Roberts (2000:14)

In research conducted regarding the regeneration 
of British cities, Carley (2000:280-286) noted 
that the factors that infl uence the eff ectiveness 
of partnerships are numerous and also include 
political leadership. Th ese factors were 
summarised below in Table 3 below:

TABLE 3: FACTORS INFLUENCING 
EFFECTIVENESS OF PARTNERSHIPS

FACTORS INFLUENCING THE 
EFFECTIVENESS OF PARTNERSHIPS

A strong and competent political and 
competent leadership is critical to the city-wide 
partnerships as the well as the participation 
and commitment of the council and all those 
involved
A long-term (10-25 years) visioning process 
allows the diff erent parties to come together to 
develop a shared vision, which is also essential 
to build consensus between everyone.
Th e vision should be translated into workable 
objectives that are carefully craft ed and backed 
up by commitments to human resources, 
targets and monitoring of progress along the 
way. Th ese cannot be done in an incoherent 
manner and should be connected to the 
interests of the wider community.

Th e community must be built into the 
partnership in various ways and it is suggested 
that short-term participation exercises and 
focus groups are useful. An example of active 
community involvement was evident in 
the establishment of a formal Community 
Development Trust in Rhondda. Th is 
captured the community strengths, leveraged 
resources into the community and established 
community businesses, thereby creating jobs.
Eff ective business involvement is necessary, 
which can be achieved if businesses organise 
themselves fi rst before entering the partnership 
so that they are then able to reach out to 
broader partnerships.
Th ough many structures exist in diff erent 
forms, organisationally and legally, it is 
still important to balance the benefi ts of 
an inclusive approach to membership of 
boards (as to how many persons are part of 
the membership) against the effi  ciency of 
operations in ensuring that the work is done. 
Human resources have a role to play in 
a partnership, as they involve a complex 
interpersonal and organisational interaction 
that is dependent on the quality of people. 
Funding for salaries of staff  is valuable for 
substantial improvement in partnership 
performance
A culture of partnership is necessary to ensure 
that the correct attitudes and values are 
refl ected in the workings of a partnership.

Source: Carley (2000:280-286)

Rein and Stott (2009:86) list critical perspectives 
in cross-sector partnerships in South Africa as 
shown in the following table 4 below:

TABLE 4: CRITICAL PERSPECTIVES IN CROSS-
SECTOR PARTNERSHIPS

CRITICAL PERSPECTIVES IN CROSS-
SECTOR PARTNERSHIPS
Partnerships should be carefully constructed 
on good practice and constraints of the local 
conditions.
Each partnership model is diff erent and cannot 
necessarily be transferred from one to another.
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Collaboration of diff erent sectors enable 
resources to be directed to key development 
concerns.
Further work is necessary to support and 
improve the capacity of partnerships to 
identify, monitor and evaluate their objectives 
and impacts.
Th e value of a partnership lies in the potential 
to deliver tangible improvements in social 
services or economic goods, especially to 
disadvantaged communities.
Clear boundaries, robust and transparent 
structures and sound communication systems 
are crucial to maintain the partnerships

Source: Rein & Stott (2009: 6-87)

Hartman and Dhanda (2018:193) identify three 
material elements to successful partnerships: the 
selection of compatible partners; the defi nition 
and communication of clear and well-informed 
collaboration goals with partners and stakeholders 
and the monitoring and measuring of impact. 

Stainback (2000:47) lists seven criteria for a 
public-private partnership model to ensure an 
eff ective partnership. Th ese include “clarity of 
purpose, congruency of missions, strategies 
and values, creation of public value, connection 
with purpose and communities, communication 
between partners, continual learning from each 
other and from the project, and the commitment 
to partnership.”

Rein and Stott (2009:80) caution that partnerships 
may work for some stakeholders in some places 
and in some circumstances and that partnerships 
were reliant on contextual factors, including local 
circumstances and environments.  According to 
Rein and Stott (2009:81), South Africa has unique 
circumstances, which include an “enabling 
environment” as well as a favourable attitude 
towards partnerships possibly due to the private 
sector’s willingness to assume its part in the 
reconstruction of post-apartheid South Africa 
(Rein & Stott, 2009 81).

3.3 Proposed framework of Critical Success 
Factors for a cross-sector partnership in George 

It was found in the literature study that cross-
sector and public-private partnerships have 
corresponding critical success factors, which are 
inherent to all. Th e critical success factors listed in 
Table 5 were identifi ed as inherent for a successful 
partnership between local government and the 
private sector:

TABLE 5: CRITICAL SUCCESS FACTORS 
PROPOSED

CRITICAL SUCCESS FACTORS FOR 
PARTNERSHIPS
A strong and competent executive and political 
leadership
Long-term shared consensual vision
Mutually benefi cial relationship
Clearly defi ned objectives and time frames
Well defi ned roles and responsibilities of 
partners
Culture of partnership, communication, 
partnership and action orientation
Availability of human and other resources
Monitoring and oversight of outcomes of 
objectives

Source: Th e researchers own summary from 
various authors

Each of the critical success factors will now be 
shortly discussed to unpack what they entail and 
to elucidate the point.

• A strong and competent Executive and 
Political Leadership

In a local government environment, strong and 
competent leadership in both the political and 
administrative areas is crucial for ensuring the 
commitment of a partnership at regional or city/
town level. Government, as the lead role player 
to strategic economic development, can provide a 
legitimacy and commitment to the project, which 
cannot be provided through a private party

• A long-term shared and consensual Vision
Partnerships need to develop a long-term Vision 
if they are to work eff ectively and have a lasting 
eff ect. Menzies (2010:iii) explains that a shared 
vision is required for a partnership that is crystal 
clear to all parties. A shared vision, which focuses 
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on the outcomes to be achieved needs to form the 
base of the partnership. Th us, it will be eff ective 
if the partners share a strategic vision, pursue 
compatible targets, and are all equal members in 
a predetermined structure.

• Mutually Benefi cial Relationship
A partnership is an agreement between diff erent 
parties to do something that will benefi t all parties 
and must therefore be mutually benefi cial

• Clearly defi ned Objectives and Time Frames
Clearly defi ned objectives and time frames will 
ensure that a project remains on track and that it is 
completed on time. In order to ensure that vision 
statements are carried through in a systematic 
manner and that they maintain credibility and 
ensure partnership cohesion, it is important to 
produce consensual, workable medium-term 
objectives, backed up by commitments to fi nance, 
human resources, targets and monitoring (Carley, 
2000:278).

• Well-defi ned Roles and Responsibilities of 
Partners

Accountability between partners and external 
stakeholders is allowed when a clear description 
of roles and responsibilities is stated at the 
beginning of the partnership

• Culture of Partnership, Communication and 
Action Orientation

A culture of partnership is a collection of 
perceptions formed as a result of the partners’ 
every communication, action and interaction. It 
is what makes the partnership unique and is the 
total of value, behaviours and attitudes within the 
partnership. Carley (2000:285) specifi cally lists 
the culture of partnership as an important factor 
infl uencing the eff ectiveness of a partnership.

• Availability of Human and other Resources
In the case of a partnership involving diff erent 
actors, especially in local government, it is crucial 
to ensure that the partnership has adequate 
resources, particularly with regard to staff . 
A partnership cannot exist if someone is not 
ensuring that meetings are being arranged and 
venues made available.

Emerson et al. (2012:16) consider resources 
as an important element that provides the 
potential for sharing as well as the leveraging of 
scarce resources. Th ese include the following: 
funding; time; technical resources; logistical 
and administrative support; skills; expertise and 
organisational assistance. 

• Monitoring and oversight of Outcomes and 
Objectives

Along with strategic planning, monitoring and 
evaluation are key components for a successful 
partnership. Clarke and Fuller (2011:97) 
completed a study of collaborative strategic 
management and found that a structured 
monitoring system for a partnership strategy 
makes the outcome easier to assess.

3.4 Business and City Leadership in a cross-
sector partnership in George with the view of 
creating a shared vision for the future
According to Bryson, Crosby and Stone 
(2015:648) cross-sector collaborations are seen as 
the linking or sharing of information, resources, 
activities and capabilities by organisations in two 
or more sectors to achieve jointly an outcome that 
could not be achieved by an organisation on its 
own. Th e terms “collaboration” and “partnership” 
are used interchangeably.

It is a collaborative strategic partnership that 
is proposed for the town of George in order to 
position it as a national competitive town. Th e 
town on its own cannot achieve this, and thus 
needs to work together with important partners 
like the business sector.

Current strategic visions of sectors in George
Th e current strategic visions of local government 
and the business sector in George seems to be 
disparate. Each sector will be discussed separately 
with a view to gaining insight.

George Municipality
Th e strategic goals of George were developed 
to address the challenges identifi ed during the 
Integrated Development Plan development 
process. Th e agreed upon strategic objectives 
are linked to service areas and departmental 
objectives. In particular, Strategic Goal 1 relates 
to the development and growth of George while 
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Strategic Goal 4, as a cross cutting goal, refers to 
participative partnerships.

Figure 2 below give a schematic representation of 
the strategic outcomes of George Municipality:

Th e Local Economic Development section of 
George Municipality is partially responsible for 
economic development and growth, with the 
areas identifi ed being cross cutting.

Th e development objectives as stated in the 
Integrated Development Plan are:

• To create and facilitate an enabling 
environment for economic development and 
growth in George 

• To ensure the development of participatory, 
practically implementable economic 
development and business retention and 
expansion strategies. 

• To ensure that industry support is focused on 
high-growth potential areas, with high job 
absorption ratios

• To leverage construction industry potential 
through strategic housing-related projects

• To focus on building a revitalised and 
interactive Central Business District through 
a City Improvement District

• To establish incubators, clusters and centres of 
excellence to contribute meaningfully to the 

departmental demands of a growing economy 
• Red-tape reduction at all administrative level
• To maximise job creation opportunities 

through government expenditure (e.g. 
Expanded Public Works Program) 

• To establish a Science Park
• To swap strategic land and buildings with 

other government departments to unlock 
economic potential. 

• To promote George as a sports tourism and 
business destination. 

• To identify an educational and research hub 
and to facilitate the continued growth of the 
University in George. 

• To improve planning and regulatory 
frameworks to encourage job-creation. 

It is thus, clear from the above objectives of 
George’s Local Economic Development vision 
that the intention is to have “participatory” 
strategies, which is the focus of this study.

According to the IDP (George Municipality, 
2017:82), a platform has to be established to 
ensure that public participation at various levels 
of government is a reality. Th e process for public 
participation for the IDP is extensive and is 
regulated with participation taking place at a ward 
level. However, the participation of groups, such 
as the business sector, is not expressly included 
in the IDP. In fact, the IDP implies that that no 

FIGURE 2: STRATEGIC OUTCOMES OF GEORGE MUNICIPALITY
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active or separate participation is to take place 
between the municipality and either the business 
sector or business, collectively on a broader level.

Th e Economic Development Strategy for George 
Municipality provides a policy statement for 
economic development which reads as follows:

“George Municipality recognises the important 
role it plays in ensuring an enabling environment 
for economic development as a means to 
sustainable livelihoods for its residents. In 
aggressively pursuing economic growth a 
multi-faceted, cross- sectoral, participatory 
approach will be followed. At the centre of this 
will be co-operation and the building of lasting, 
productive relationships with civil-society, 
business, NGO’s and other stakeholders in the 
pursuit of common goals. Although a structured 
approach is envisioned, suffi  cient fl exibility will 
be incorporated to allow for the identifi cation 
and pursuit of ad-hoc opportunities” (George 
Municipality, 2012:4).

Th e contents of the George Economic 
Development Strategy reveal that the intention 
is to establish multi-sectoral relationships for 
economic development. Th e extent of the success 
of the strategy for partnership will be tested in 
this study.

Neither a long-term economic growth and 
development strategy nor a long term economic 
vision for George is available and, in fact, has ever 
been created.

George Business Sector
Th e George business sector formed the George 
Business Chamber, which is seen as representative 
of the former and incorporates the Th embalethu 
Business Chamber and the Pacaltsdorp Business 
Chamber.

A report commissioned by the South African 
Cities Network in 2014 mentioned that George 
Municipality appeared to have a good and 
productive working relationship with the business 
world and the public, which was diff erent to other 
smaller municipalities (South African Cities 
Network, 2014:31). Marais (2016:76) notes that 
George Municipality and local business have 

a very good working relationship. However, 
Engstrand and Sätre åhlander (2008:488) observe 
that too much attention is paid to the notion 
that partnership in itself leads to economic 
development. Th is means that a lot more than mere 
collaboration will lead to economic development. 
Th us, a city would need to undergo a visioning 
exercise with all role-players to establish which 
areas are crucial for economic development and 
will result in competitiveness.

4. RESEARCH METHODOLOGY
In quantitative research, features are classifi ed, 
totalled and constructed into a statistical model 
to explain what is observed. Th is research 
study was conducted using structured survey 
questionnaires; and convenience sampling was 
used to obtain feedback from local government 
management and the business/private sector in 
George and the surrounding area. Th e common 
characteristics of the population targeted were 
their involvement in either local government or 
the business/private sector.

Th e selected organisation for this study was the 
George Municipality as well as business/private 
sector leaders in the George and surrounding 
area and the focus was on the following persons:

• Members of the business chamber and 
business leaders in the district

• Leaders of the municipal political leadership 
e.g. the executive mayor, deputy executive 
mayor, members of the Portfolio Committee 
of Strategic Services

• Senior municipal offi  cials in George 
Municipality and the Garden Route District 
Municipality including the municipal 
manager and the economic development 
manager

Th e data collection process took one month to 
complete. Th e structured survey questionnaires 
were distributed by the researchers through 
electronic mail. Th e data was collected online 
on the survey platform and were accessible for 
the duration of the survey. Th e George Business 
Chamber shared a link to the platform for online 
completion. Th is method was chosen to ensure 
the least inconvenience to the respondents and 
to ensure accessibility. A covering letter, which 
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detailed the purpose of the study and provided 
guidelines on how to complete the questionnaire, 
was attached. At the end of the collection period, 
the survey was removed from the platform.

Th e responses were collated on the SurveyMonkey 
platform and also manually collated into an excel 
database and Statistica soft ware was employed to 
manipulate the data and derive suitable statistical 
measures. Descriptive statistics and inferential 
statistic measures were used to quantify and 
analyse the variables.

Th e fi ve-point Likert scale was coded to capture 
the results in numerical format. All information 
was captured on an excel database for statistical 
analysis. A data clean-up exercise was performed 
to eliminate questionnaires that were not 
completed in full or had to be discarded for 
ethical reasons.

A total of 47 survey responses were received, of 
which 42 were fi t for use. For this explanatory 
study, the sample size was considered suffi  cient 
but not ideal.

5. RESULTS/ FINDINGS 
5.1 Cronbach’s alpha
Th e Cronbach’s alpha coeffi  cient of each 
independent variable in this study was assessed 
and, if the reliability was low, the measuring 
instrument items were deleted to increase the 
overall reliability of the variable.

Th e eight independent variables and one 
dependent variable have been examined for 
reliability and validity in terms of Cronbach’s 
Alpha. Th e table below refl ects the Cronbach’s 
Alpha Coeffi  cient’s for all the constructs examined 
in the study.

TABLE 6: ALPHA VALUE OF CONSTRUCTS FOR 
THE FACTORS

Factor Alpha n*
Strategic partnership 0.73 42
Leadership 0.80 42
Mutually benefi cial 
relationship 0.74 42

Consensual vision 0.71 42
Monitoring 0.80 42

Roles and 
responsibilities  0.85

 42

Resourced 0.54 42
Partnership 0.82 42
Objectives/time 0.75 42
* Number of complete cases used for 
calculation of alpha

Source: Statistical analysis

Descriptive statistics on variables
Th e descriptive statistics were calculated to 
describe the sample data collected using the 
measuring instrument. Th e descriptive statistics 
included the mean, standard deviation and 
frequency distributions. For the purposes of 
analysis, the responses were grouped into negative 
(I do not agree, I agree to a lesser extent) and 
positive (I agree, I agree to a greater extent and I 
fully agree) categories.

• Willingness to partake in a Strategic 
Partnership

Th e willingness to partake in a strategic 
partnership variable contained fi ve statements 
testing the willingness of the two sectors to 
partake in a strategic partnership. Th e results of 
the variables are documented in Table 7 below.

Table 7 summarises the frequency distribution, 
mean value scores and standard deviation for each 
question measuring the willingness to partake in 
a strategic partnership.

Table 7 shows that 57% of the respondents did not 
agree that the private sector currently played an 
active role in the strategic planning of the town. 
Th e mean value of 2.4 indicates the average value 
of the data set. With a mean of 2.4 the statistics 
show that most respondents felt that the business 
sector did not play an active role in the strategic 
planning for the town of George.

19% of the respondents felt that the private 
sector is not willing to partake in joint strategic 
visioning for the town, whereas 81% felt that 
they were. 95% of the respondents felt that the 
private/business sector had additional skills and 
knowledge that would assist in contributing to 
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a successful strategic partnership for economic 
growth in George. 93% of the respondents 
felt that the business sector could play a more 
important role in the strategic planning for the 
town of George whereas 100% felt that a strategic 
partnership would contribute to the economic 
growth of the town of George.

Th e above indicates that the respondents 
believed that the current situation was that the 
private sector was not playing an active role 
in the strategic planning of the town, but there 
was a willingness to partake in such a strategic 
partnership in George.

Perceived importance of strong and competent 
Municipal Leadership

Th e variable of perceived importance of strong and 
competent municipal leadership was measured in 

fi ve questions to establish the respondents value 
attached to the importance of it. Table 8 contains 
the descriptive statistics of the variable towards a 
strong and competent leadership.

In Table 8, it is indicated that 57 % of the 
respondents felt that a sound and stable leadership 
did not exist in George and that it would enhance 
a strategic partnership between the parties. Th e 
mean value of 2.4 confi rms this. Th e value of 
1.014 for the standard deviation explains how 
the measurement is spread out from the average 
norm. 98% of the respondents felt that a strong 
and competent political and administrative 
leadership would assist in making the partnership 
work. 64% of the respondents felt that the two 
sectors should meet regularly or communicate 
frequently to improve and further develop the 
partnership working. 100% of the respondents 

TABLE 7 : FREQUENCY DISTRIBUTION AND DESCRIPTIVE STATISTICS OF STRATEGIC PARTNERSHIPS
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felt that a formal forum should exist where 
leaders from local government and the business 
sector should regularly partake in strategic 
discussions. 69% indicated that there was a good 
working relationship between the leaders of the 
two sectors.

From the above it is clear that the respondents 
believed that there was a need for strong and 
competent leadership in the town to enhance a 
strategic partnership. It was established that a 
formal forum was needed to bring the two sectors 
together.

• Perceived importance of a Long-Term Shared 
And Consensual Vision

Th e variable of perceived importance of a long-
term shared and consensual vision on strategic 
partnerships was measured in fi ve questions. 
Table 9 contains the descriptive statistics of the 
variable of long-term shared consensual vision.

In Table 9 the respondents agreed that the 
two sectors should actively participate in 
the development of a long-term economic 
development vision for George (98%). 83% of 
the respondents felt that they did not play an 
active role in the Integrated Development Plan 
for George, which was the strategic plan for the 
city. Most of the respondents (90%) agreed that a 
visioning exercise would ensure that crucial areas 
were identifi ed. 97% of the respondents agreed 

TABLE 8: DESCRIPTIVE STATISTICS OF STRONG AND COMPETENT LEADERSHIP
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that a shared vision was of crucial importance, 
whilst 95% felt that all partners to a strategic 
partnership should be involved in forming the 
vision and goals.

• Perceived Importance of a Mutually Benefi cial 
Relationship

Th e variable of perceived importance of a 
mutually benefi cial relationship was tested in 
four questions. Table 10 contains the descriptive 
statistics of the variable of a mutually benefi cial 
relationship.

In Table 10 the majority of the respondents agreed 
that a strategic partnership will be mutually 
benefi cial for all parties. 90% of the respondents 
indicated that the business sector would be 
willing to dedicate time to such a partnership 
whereas 97% felt that economic growth in George 
would advantage the businesses that are based in 
George. 62% of the respondents indicated that 

business should consider a partnership as part of 
corporate social responsibility, and 93% felt that 
such a partnership would be mutually benefi cial 
for all.

• Perceived importance of clearly defi ned 
Objectives and Time Frames

Th e variable of the perceived importance of 
clearly defi ned objectives and time frames was 
tested in three questions. Table 11 contains the 
descriptive statistics of the variable of clearly 
defi ned objectives and time frames.

In Table 11 the majority of the respondents 
agreed that it would be important to have clearly 
defi ned objectives and time frames. 100% of 
the respondents felt that there should be clear 
time frames to work towards, and 95% of the 
respondents felt that the objectives should be 
jointly compiled by both parties. All respondents 
also agreed that clearly defi ned objectives will 

TABLE 9: DESCRIPTIVE STATISTICS OF A LONG-TERM CONSENSUAL VISION
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TABLE 10: DESCRIPTIVE STATISTICS OF A MUTUALLY BENEFICIAL RELATIONSHIP

TABLE 11: DESCRIPTIVE STATISTICS OF CLEARLY DEFINED OBJECTIVES AND TIME FRAMES
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ensure that all parties to a strategic partnership 
will remain focused on economic growth.

Perceived importance of well-defi ned Roles and 
Responsibilities
Th e variable of perceived importance of well-
defi ned roles and responsibilities was tested in 
three questions. Table 12 contains the descriptive 
statistics of the variable of well-defi ned roles and 
responsibilities.

In Table 12, the majority of the respondents 
agreed that well-defi ned roles and responsibilities 
of partners was important for a strategic 
partnership. 100% of the respondents agreed that 
accountability can only exist when clear roles 
and responsibilities exist, that all parties should 
understand the role they play and that all parties 
must understand what is expected of them.

• Perceived importance of a culture of 
partnership, communication and action 

TABLE 12: DESCRIPTIVE STATISTICS OF WELL-DEFINED ROLES AND RESPONSIBILITIES 

TABLE 13: DESCRIPTIVE STATISTICS OF A CULTURE OF PARTNERSHIP, COMMUNICATION AND 
ACTION ORIENTATION
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orientation
Th e variable of perceived importance of a culture 
of partnership, communication and action 
orientation is tested in four questions. Table 13 
contains the descriptive statistics of the variable of 
perceived importance of a culture of partnership, 
communication and action orientation.

In Table 13, most of the respondents agreed that 
a culture of partnership, communication and 
action orientation was important for a strategic 
partnership. 100% of the respondents agreed that 
open communication is an important mechanism 
for relationship building, that success would 
depend on the underlying attitudes and values of 
the parties and that clear and open communication 
would lead to mutual understanding of each 
other’s needs. 98% of the respondents agreed that 
the identifi cation of the correct partners to the 
strategic partnership was important.

• Perceived importance of the availability of 
Human and other Resources

Th e variable of perceived importance of 
availability of human and other resources is 
tested in three questions. Table 14 contains the 
descriptive statistics of the variable of perceived 
importance of the availability of human and other 
resources.

In Table 14, most of the respondents agreed 
an availability of human and other resources 
was important for a strategic partnership. 98% 
agreed that human and other resources should 
be allocated to ensure that such a partnership 
works. However, 93% agreed that a representative 
from local government should co-ordinate 
the meetings. Moreover, 98% agreed that the 
partnership should be arranged and co-ordinated 
by a designated person.

Perceived importance of Monitoring and 
Oversight of Outcomes and Objectives
Th e variable of perceived importance of 
monitoring and oversight of outcomes and 
objectives in a strategic partnership is tested in 
three questions. Table 15 contains the descriptive 
statistics of the variable of perceived importance 
of monitoring and oversight of outcomes and 
objectives.

As shown in Table 15, all the respondents agreed 
that there should be monitoring and oversight 
of the objectives of a strategic partnership. 
100% agreed that monitoring of the objectives 
would be important, that measurements would 
contribute to the legitimacy of the project and 
that an oversight mechanism should be in place 
to monitor the impact of the long-term strategic 
vision.

TABLE 14: DESCRIPTIVE STATISTICS OF THE AVAILABILITY OF HUMAN AND OTHER RESOURCES 
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Inferential Statistics 
Results of the Correlation Analysis 
Th e variables in the theoretical framework do not 
exist in isolation, as they infl uence each other. 
According to Collis and Hussey (2014:270), 
“correlation off ers additional information about 
an association between two quantitative variables 
because it measures the direction and strength 
of any linear relationship between them”. Th ese 
associations exist among all the independent 
variables, on the one hand, and between the 
independent variables and the dependent variable 
of strategic partnerships between business and 
local government, on the other. Th e Pearson 
correlation was conducted to determine and 
investigate the interrelationships among the 
independent variables as well as the relationship 
between the independent variables and the 
dependent variable mentioned above.

Th e results of the correlation analysis are shown 
in Table 16.

Table 16 indicates the relationship between the 
dependant and the independent variables.

According to the correlation interpretation table, 
the variable of strong and competent leadership 
(L) reported a strong correlation to strategic 
partnerships (SP) (r=0.728) as did the variable of 
mutually benefi cial relationship (MB) (r=0.761). 
However, the variables of shared vision (SV) 
(r=0.699). Monitoring and oversight (MO) 
(r=0.634), well-defi ned roles and responsibilities 
(RR) (r=0.608), availability of human and other 
resources (R) (r=0.572), a culture of partnership, 
communication and action orientation (P) 
(r=0.519) and clearly defi ned objectives and time 
frames (OT) (r=0.612) all showed a moderate 

TABLE 15: FREQUENCY DISTRIBUTION AND DESCRIPTIVE STATISTICS OF MONITORING

TABLE 16: RELATIONSHIP AMONG VARIABLES 

  SP L MB SV MO RR R P OT
SP - 0.728 0.761 0.699 0.634 0.608 0.572 0.519 0.612
L 0.728 - 0.686 0.650 0.682 0.690 0.697 0.596 0.564
MB 0.761 0.686 - 0.722 0.709 0.681 0.583 0.656 0.670
SV 0.699 0.650 0.722 - 0.717 0.634 0.651 0.655 0.800
MO 0.634 0.682 0.709 0.717 - 0.814 0.728 0.822 0.824
RR 0.608 0.690 0.681 0.634 0.814 - 0.552 0.823 0.739
R 0.572 0.697 0.583 0.651 0.728 0.552 - 0.654 0.679
P 0.519 0.596 0.656 0.655 0.822 0.823 0.654 - 0.845
OT 0.612 0.564 0.670 0.800 0.824 0.739 0.679 0.845 -
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correlation to the dependant variable of strategic 
partnerships (SP).

Of the eight independent variables, two showed 
strong interrelationships with the dependent 
variable, whereas six showed that they were 
moderately correlated. Th ere is, therefore, a 
positive linear relationship for all of the variables, 
meaning that if one increases, so will the other.

Results of the Multiple Regression Analysis 
According to Collis and Hussey (2014:281) 
regression goes further than correlation, as it gives 
an “indication of the ability of an independent 
variable to predict an outcome on a dependent 
variable where there is a linear relationship 
between them”.

In this study, the multiple regression analysis was 
used to investigate the variables which signifi cantly 
explain successful strategic partnerships between 
business and local government.

A regression analysis calculates a regression 

coeffi  cient (beta) for each independent variable. 
Th is is the marginal rate of change in the 
dependent variable for a unit of change in the 
specifi c independent variable, while the other 
independent variables are held constant (Wegner, 
2016:357). In addition, the coeffi  cient of multiple 
determination (adjusted R²) is also computed, 
which “is the percentage of total variation in 
the dependant variable that can be collectively 
explained by all the independent variables in the 
model” (Wegner, 2016:357).

Th e probability statistics (p-value) show that the 
results of the independent variable are signifi cant 
if the p-value is less than 0.05 (p<0.05) and there 
is evidence to reject the null hypothesis. Th e null 
hypothesis states that the independent variable 
does not aff ect the dependent variable.

In the following section, the regression model 
is discussed. Th e regression model analyses the 
prediction ability of the independent variables 
on the dependent variable, namely successful 
strategic partnerships. Th e results of the multiple 

TABLE 17: MULTIPLE REGRESSION ANALYSIS OF VARIABLES FOR STRATEGIC PARTNERSHIPS

  Beta 
coeffi  cient Std. Error B 

Coeffi  cient Std. Error t value p-value

Leadership 0.357 0.173 0.347 0.169 2.058 0.048
Mutually 
benefi cial 
relationship

0.412 0.160 0.387 0.150 2.576 0.015

Consensual 
vision 0.141 0.187 0.143 0.190 0.756 0.455

Monitoring 0.009 0.224 0.009 0.216 0.041 0.968
Roles and 
responsibilities 0.084 0.211 0.082 0.207 0.396 0.695

Resourced -0.006 0.168 -0.005 0.142 -0.037 0.971
Partnership -0.324 0.225 -0.340 0.237 -1.439 0.159
Objectives 0.230 0.243 0.217 0.229 0.948 0.350
  Value
Multiple R 0.836 
Multiple R² 0.699
Adjusted R² 0.626
F(8,33) 9.563 
P 0.000 
St. Err. of 
Estimate 0.440

   * p< 0.05



64
WWW.IBC-CONFERENCE.COM

linear regression analysis are summarised below 
in Table 17.

Table 17 shows the multiple regression analysis 
results of the variables. Th e adjusted R² value of 
this model indicates that 62.6% of the variance 
in perceptions regarding successful partnerships 
may be explained by the combined infl uence of 
the variables of leadership, shared consensual 
vision, mutually benefi cial relationship, clearly 
defi ned objectives and time frames, well defi ned 
roles and responsibilities, culture of partnership, 
availability of human and other resources as 
well as monitoring and oversight of objectives. 
An R2 of 62.6% represents little variance in the 
perceptions. Th e b-value indicates more than the 
relationship and also indicates to what degree 
each predictor aff ects the result if the eff ect of all 
the other predictors are held constant.

Beta coeffi  cients (b*) are the coeffi  cients that 
would have been obtained if all the variables 
were standardised to a mean of 0 and a standard 
deviation of 1. Th us, the magnitude of these beta 
coeffi  cients allows comparison of the relative 
contribution of each independent variable in the 
prediction of the dependent variable. Among the 
eight independent variables, mutually benefi cial 
relationship (b= 0.412) has the strongest positive 
infl uence on strategic partnership behaviour. 
Availability of human and other resources (b=-

0.006) and culture of partnership, communication 
and action orientation (b=-0.324) infl uence 
strategic partnerships between business and local 
government negatively.

Th is study found signifi cant relationships between 
two of the independent variables of leadership 
(p=0.048; p<0.05) and mutually benefi cial 
relationship (p=0.015; p<0.05). In other words, 
two of the eight variables were signifi cantly 
correlated with the dependent variable of 
perceived successful strategic partnerships

In this section, the relevance of the proposed 
multiple linear regression model in explaining 
perceived successful strategic partnerships 
between business and local government is tested. 
Both a null and an alternative hypotheses are 
compiled for each variable and are either rejected 
or accepted based on the regression p-values.

Multiple Regression and Hypothesis 
Th e relevance of the proposed multiple regression 
model in testing perceived successful strategic 
partnerships between local government and 
business in George were tested. Both a null and 
an alternative hypotheses were compiled for each 
variable and are either rejected or accepted based 
on the regression p values.

In summary, Figure 3 below illustrates the results 

FIGURE 3: SUMMARY OF STATISTICAL RESULTS AND HYPOTHESIS TESTING 
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of the statistical, empirical and hypothesis testing.

As illustrated in Figure 3, the two independent 
variables of a strong and competent executive and 
political leadership and of a mutually benefi cial 
relationship are the only variables that have a 
signifi cant infl uence on strategic partnerships, 
according to the fi ndings of this study.

MANAGERIAL IMPLICATIONS AND 
CONCLUSIONS 
General conclusions were drawn from the 
literature review as well as from the empirical 
study that was done. In the inferential statistics, 
only two of the variables were found to be 
signifi cant, namely a strong and competent 
leadership and a mutually benefi cial relationship.

Th e possible reason for only those two variables 
being signifi cant, could be because of the sample 
size as well as the number of variables. Th e 
descriptive statistics, however, confi rmed the 
model.

Th e study found that the current state of 
relationships between the business sector and 
the municipality is not at a desired level. Th e 
parties indicated their willingness to partake in 
a partnership for strategic purposes. Th e study 
further indicated that there is no clear alignment 

of the visions regarding the town of George and 
the business sector. It is therefore recommended 
that that the two parties through a process 
of constructive communication engagement 
establish a common vision for the town. A 
visionary exercise between business and local 
government could go a long way to ensure that 
there is a vision alignment between the goals 
of business and the goals of local government. 
George, as a small city with favourable conditions, 
should focus its eff orts on bringing the parties 
together to collaborate and focus on the future 
growth and development of the town. Th ese 
partnerships will harness the commitment of 
business and ensure focused energy in ensuring 
the success of the project.

A long-term growth and development strategy 
should be compiled for George. A long-term 
strategy will provide stability to the relations as 
well as ensure that political content is kept to a 
minimum. Th is strategy should not, however, 
be one-sided but should include important 
stakeholders, such as the community and 
particularly the business sector.

From this strategic partnership, further 
relationships could develop to meet the needs 
and expectations of each of the parties. Public-

TABLE 18: SUMMARIES OF HYPOTHESIS TESTED

HYPOTHESIS ACCEPT/
REJECT

Perceptions regarding a strong and competent leadership impact on the success 
of partnerships between business and local government. ACCEPT

Successful partnerships between local government and business are infl uenced 
by perceptions of a shared and consensual vision. REJECT

Perceptions of a mutually benefi cial relationship for all parties’ impact on the 
success of partnerships between business and local government. ACCEPT

Perceptions regarding clearly defi ned objectives and time frames are related to 
the success of partnerships between business and local government. REJECT

Perceptions regarding well defi ned roles and responsibilities of partners are 
related to the success of partnerships between business and local Government. REJECT

Successful partnerships between local government and business are infl uenced 
by a culture of partnership, communication and action orientation. REJECT

Successful partnerships between local government and business are infl uenced 
by perceptions regarding availability of human and other resources. REJECT

Perceptions regarding monitoring and oversight of outcomes of objectives are 
related to the success of partnerships between business and local Government. REJECT
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private partnerships could be investigated in the 
town of George allowing local government to fi nd 
alternatives to funding solutions

It is further clear that the business sector expects 
clear action from the municipality as well as 
better interaction with municipal managers. Th e 
possibility of additional Integrated Development 
Plan interactions should be investigated to 
actively engage business sector leaders regarding 
developmental objectives and long-term plans for 
the town of George.

A strategic partnership between the business 
sector and local government is very important as 
it should ultimately contribute to the economic 
growth and development of the town of George 
and is therefore of cardinal importance. Th e 
critical success factors that have been identifi ed 
and tested could also be utilised as a starting 
point for these discussions.
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ABSTRACT 
Organisations have increasingly become aware of 
how crucial developing strategies and plans are, 
in order to remain competitive. Organisations 
have in most cases been able to develop strategies, 
however one of their biggest challenges is during 
the implementation or execution of the set 
strategies. Without execution, strategies are 
deemed to be useless.

Th e aim of the study was to explore the barriers 
to eff ective implementation of strategy at a 
petrochemical organisation in South Africa. 
Based on its exploratory nature, the study was 
conducted using a qualitative research method. 
Face-to-face semi-structured interviews were 
used and the collected data was analyzed with the 
use of open, axial and selective coding techniques.

Four barriers to successful implementation of 
strategy were identifi ed from the organisation. 
Th e barriers were lack of accountability, 
ineff ective communication by the leaders, lack of 
appropriate resources and poor management of 
the change process.

Managerial recommendations were made to 
assist the organisation to overcome these barriers.

Key words: strategic formulation, strategy im-
plementation, leadership, competitive advan-

tage, performance measures, barriers. 

INTRODUCTION 
Th is study focuses on exploring the barriers 
to eff ective strategy implementation in a 
petrochemical organisation.

Th e concept of strategy in business has been 
around for many decades and there has been 
a vast number of research studies and writings 
on the subject. A strategy is made up of an 
integrated set of choices about where and how to 
compete and it serves as a response to external 
opportunities and threats as well as internal 
strengths and weaknesses (Wells, 2012:3). Th us 
in order for any organisation to deliver superior 
sustainable business performance, it must develop 
good competitive strategies. According to Pisano 
(2015), business strategy is a commitment to a 
set of consistent, mutually strengthening policies 
or behaviours aimed at achieving a specifi c 
competitive goal. Porter (2008) defi nes strategy 
as action plans for organisations to successfully 
attain their objectives. Zepsa and Ribickis (2015) 
state that strategy identifi es a pathway for an 
organisational development. Th ere are various 
defi nitions of strategy, however based on a number 
of defi nitions; it is clear that when developing 
strategies, organisations draw a “roadmap” of 
where they desire to be and how they will reach 
the desired destination (Pattern, 2015).
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Strategic management is a broader term than 
strategy and can be viewed as a set of managerial 
decisions and actions of an organisation that 
can be used to facilitate competitive advantage 
and long-run superior performance over other 
organisations (Gamble, Peteraf & Th ompson, 
2016). Th e benefi ts of strategy management 
process are stated as improving co-ordination, 
controlling through reviewing performance 
and advancement towards achieving objectives, 
recognising and exploiting future markets 
and improving organisational performance 
(Aldehayyat & Anchor, 2010). Strategic planning 
process or strategic management is an inevitable 
requirement for organisations that hope to 
survive and fl ourish in the volatile 21st century 
environment (Schneider, 2015; Patten, 2015).

Numerous strategic management authors are in 
agreement on strategic management process which 
is, strategy formulation, strategy implementation 
and evaluating and controlling (Misankova and 
Kocisova, 2013; Gamble, Th ompson & Peteraf, 
2016; Van Der Merwe & Nienaber, 2013).

Abraham (2012); Gamble et al. (2016) and Porter 
(1998) all agree that within the strategy processes 
of planning (formulating) and implementation 
there are fi ve phases. Th e mentioned phases are 
the creation of strategic vision, mission statement 
and core values, setting of organisational 
objectives, creating the strategy, implementing and 
executing the selected strategy and monitoring 
developments, assessing performance and 
instigating corrective adjustments. It is therefore 
clear that organisational strategy management 
requires a fl ow of crucial actions if an organisation 
is to reach its desired destination.

Venter (2014) and Ahoy (2011) posit that strategic 
planning (formulation) to be an intentional 
process in which top executives regularly 
would formulate the organisation’s strategy 
then communicate it down the organisation 
for implementation. Organisations also need 
to implement performance measurements in 
making sure that they are heading towards the 
intended strategic direction. Th is was supported 
by (Milanovic-Glavan, 2011; Uyar, 2010) who 
inform that every organisation ought to measure, 
monitor and analyse its performance.

Schneider (2015) informs that if an organisation 
fails to articulate strategies in a specifi c mainstay, 
this might result in fl awed strategic plans 
thus weakening a vigorous risk mitigation 
strategy. Schneider (2015) further states that a 
strategy which lacks fundamentals will avert an 
organisation from building on its strengths thus 
preventing it from managing its fl aws, resulting in 
opportunities not being optimised and mitigation 
of strategies not being established for possible 
threats to the organisations. An organisation 
therefore needs to have a sound and exceptional 
strategy. Th is will enable the organisation to take 
advantage of its internal strengths and external 
opportunities and mitigate risks emitting from its 
internal weaknesses and external threats.

According to Alqahtani (2016) and Patten 
(2015) strategic planning (formulation) for any 
organisation is useless if not applied. Strategy 
implementation is the connecting loop between 
formulating and controlling strategy (Th ompson 
and Strickland, 2014). Strategy implementation 
is a central ingredient of the broader strategic 
management process. Alqahtani (2016) further 
states that implementation is an essential 
component of the strategic planning process that 
requires superior attention. Th is was additionally 
supported by Patten (2015) who informs that 
organisations dedicate vast amount of time on 
developing strategic plans and oft en execution 
structure and processes are left  unattended, thus 
creating inadequate implementation of those 
plans.

It is recognised that strategic formulation can be 
a challenging exercise. However the execution 
process has been identifi ed as the major challenge 
to a successful strategic planning process 
(Radomska, 2014). Rajasekar (2014) similarly 
supports this by stating that eighty percent 
of companies have the correct strategies but 
only fourteen percent manage to successfully 
implement these strategic plans. It can thus be 
recognised that strategic execution is the Achilles’ 
heel of a successful strategy management process 
and additional attention is warranted regarding 
implementation of organisational strategies. 
Aldehayyat and Anchor (2010) explain strategy 
implementation problem as an operational 
obstacle to goal achievement, which is understood 
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to either have existed before implementation 
began and was not acknowledged or arose as 
an orderly reaction to circumstances of the 
implementation eff orts due to poor preparation 
or systematic failure.

Th e study focuses on a petrochemical organisation 
which operates large production facilities in 
South Africa and supplies a range of chemicals to 
local and international markets. Its competitive 
advantage lies in its ability to implement its 
own strategies. Th erefore, the general aim is to 
identify the barriers to strategy implementation 
and make managerial recommendations to assist 
the organisation in implementing the chosen 
strategies eff ectively and have a sustainable 
competitive advantage.

LITERATURE REVIEW 
According to Shirley (2011), the strategy 
execution challenges can be summarised into 
three categories which are leadership roles, 
execution intricacies and organisational levels. 
Th e barriers of strategy implementation are 
related to corporate scorecard, key performance 
indicators, information technology, competence, 
performance appraisals, strategic management 
offi  ce, and fi nancial support (Pella, Sumarwan, 
Daryanto & Kirbrandoko., 2013). Th e most 
identifi ed critical factors associated with 
successful strategy implementation are systems 
and processes, leadership, performance measures 
and organisational alignment (Radomska, 2014; 
Patten, 2015; Ribickis, 2015 and Parisi, 2012). 
Th ese are the barriers of strategy implementation 
that the study focused on due to the consistency in 
which they are mentioned by numerous authors.

Leadership 
Lussier and Achua (2010: 418) defi ne strategic 
leadership as an individual’s ability to foresee, 
envision, maintain fl exibility, think strategically 
and work with others to commence change that 
will produce a feasible future for the organisation. 
According to Lussier and Achua (2010: 419), 
failures of strategic leadership are contributed 
by top management desires to pursue personal 
interests and abandoning the interests of the 
organisation, when failure prone practices are 
used such as illogical organisational structures, 
engagement in unethical conduct and little 

attention is paid to productivity, quality, and 
innovation. Radomska (2014) informs that 
leadership tasks in strategy implementation 
process is to eradicate the gap between the 
strategy and employees everyday activities and to 
take steps in ensuring eff ective communication 
of the interrelation between operations problems 
and the pursue of the chosen strategic direction. 
Lussier and Achua (2010: 190) emphasise 
communication as one of the most crucial 
aspects of leadership. Venter (2014) states that 
leadership is about building relationships and 
this is based on communication, thus a positive 
relation between communication profi ciency and 
leadership performance exists.

According to Montgomery (2012:12) leadership 
and strategy are inseparable. Th e author argues 
that all leaders should accept and own strategy 
as the heart of their responsibilities. Finkelstein, 
Hambrick & Cannella (2009:73) state that when 
formulating and implementing strategy, leaders 
have an impact on strategy through their personal 
leadership behaviour. Finkelstein et al. (2009:73) 
further suggest that leaders do not only aff ect 
organisations through their strategic choice, 
but also through their infl uence over others 
who make choices aff ecting the organisation’s 
performance. Gamble et al. (2013: 227) state that 
for an organisation to implement its strategy in 
a truly competent manner and move towards 
operational excellence, leaders have to take 
lead during the implementation process and 
personally drive the pace of progress. Gamble 
and others further explain that leaders need to 
be out in the fi eld, observing for themselves how 
well operations are going, obtaining information 
fi rst hand and measuring the progress being 
made. Th is was further highlighted by Sikomwe 
and Mhonde (2012), who found that relatively 
low leadership involvement in strategy 
implementation led to partial strategy success 
in the organisations studied. Th is implies that 
a lack of leadership involvement throughout 
the strategic management process hinders a 
successful implementation of the chosen strategy.

Information Technology 
Organisations are progressively applying 
sophisticated management information systems. 
Th ese systems are to support employees with their 
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jobs and in addition to helping the organisation’s 
customers (Brown, 2011:197). Th us organisations 
need information systems to perform day to day 
operations. Pelser and Prinsloo (2014) state that 
management of technology manages diff erent 
disciplines to create strategy technological 
capabilities and apply them to accomplish 
strategic objectives. Patten (2015) informs 
that organisations should not only manage 
technology but should have a technology strategy 
that matches the overall strategy. According to 
(Brown, 2011), information technology improves 
that capability of an organisation to survive in a 
highly competitive environment. According to 
Gamble et al. (2013: 218), information systems 
need to cover fi ve areas which are, customer 
data, operations data, employees data, suppliers/
partner/ collaborative ally data and fi nancial 
performance data. Patten (2015) states that due 
to the fast pace in technological improvements, 
many organisations struggle to eff ectively manage 
the information technology aspects. Th e author 
further states that many organisations have 
excellent information technology plans, however 
they fail to convert these plans into a reality. Jafari 
(2014) informs that very few leaders understand 
the full degree in which their operations are 
relied on computer systems. Jafari (2014) 
further informs that the most notable approach 
in support of eff ective Information systems in 
strategic management is the IT strategic grid.

Organisational performance measurements 
According to Rastisvla and Silvia (2015) strategic 
performance systems are being used by a 
number of organisations to sustain performance 
planning, measurement and control. Pollanen 
(2014) informs that performance measures 
include developing quantitative indicators 
of performance, monitoring indicators and 
comparison of actual performance against 
strategic goals and objectives. It is now widely 
accepted that the use of appropriately defi ned 
measures can guarantee the strategic alignment 
of the organisation and communication of the 
strategy (Milanovic-Glavan, 2011). Performance 
measures are therefore crucial as they support 
organisations in quantifying the organisation’s 
position regarding its pursuing of the set strategies 
(Milanovic-Glavan 2011; Uyar 2010). However, 
Afonina (2015) reports in a study conducted 

that two out of sixteen management tools were 
found not to be aligned with performance. 
Milanovic- Glavan (2011) defi nes performance 
as an accomplishment of a mission measured 
alongside current known principles of accuracy, 
completeness, costs and speed. According to 
Peronja (2015), organisational performance is 
understood to have two categories, fi nancial and 
non-fi nancial organisation performance.

Traditionally performance evaluation has placed 
much emphasis on fi nancial measures (Harden 
& Upton 2016; Ndlovu 2010; Peronja 2015; Uyar 
2010). Madhavi and Prasad (2015) inform that 
organisations have come to understand that in 
order to perform well in a lively economy, wealth 
needs to be generated for their shareholder. Th e 
authors further state that organisations are judged 
to be performing well based on their fi nancial 
indicators. However, in contrast (Ndlovu, 2010) 
informs that the fi nancial performance evaluation 
is disapproved by academics and practitioners 
as it fails to capture important aspects of 
corporate performance when wealth creation 
is associated with intangible and non-fi nancial 
resources within dynamic markets. In addition 
to contrasting literature regarding the success of 
fi nancial performance evaluation, Lu and Taylor 
(2016) state that there are contradictory results 
between corporate sustainability performance 
and corporate fi nancial performance. Ndlovu 
(2010) reports that developing models in 
performance measurements acknowledge that 
market changes require a diff erent perspective 
to measurements. Ndlovu (2010) further states 
that the developing performance measurement 
paradigm tends to be focused around customer 
satisfaction, manufacturing excellence, quality, 
market leadership, reliability, responsiveness, 
technological leadership and the pursuit for 
greater fi nancial results.

According to Uyar (2010) organisations in 
diff erent industry are gradually applying non-
fi nancial performance measures. Th e author 
further explained non-fi nancial measurement 
indicate information and analysis which are not 
articulated in monetary equivalency. Ndlovu 
(2010) and Uyar (2010) advise that organisations, 
instead of choosing fi nancial or non-fi nancial 
they should rather incorporate them as 
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they complement one another. Th e Balance 
Scorecard as a performance tool is perceived 
to integrate both fi nancial and non-fi nancial 
performance measure. Pandit (2009) explains 
Balance Scorecard as a strategic planning and 
management tool which is intensively used by 
businesses in diff erent industries to align activities 
of the organisation with its vision and strategy. 
In addition, (Radomska, 2014) informs that 
balanced scorecards improve communication 
thus improving the strategy implementation 
process.

Organisational alignment 
According to Gupta and Singh (2014) 
organisations more frequently than ever before, 
change their business structure to adapt to 
the rapid environmental changes. According 
to Fauzi and Idris (2009) and Seip (2011), the 
success of strategy implementation process of an 
organisation is highly infl uenced by how healthy 
the company is organised. Gerow (2012) defi nes 
alignment as the level in which the needs, demands, 
goals, objectives and structure of one component 
are consistent with the needs, demands, goals, 
objective and structure of another component. 
Quiros (2009) supports this by stating that an 
organisation and its mechanism are means to 
implement strategy therefore the interactions 
between mechanisms imply mutual infl uence 
on each other and there is a need to adapt them 
to achieve intended results. Seip (2011) inform 
that the success of an organisation’s strategy does 
not only entail productive competency but also 
include organisation’s skills which are aligned 
with the strategies.

According to Patten (2015), critical factors 
of organisational alignment include having 
an adaptive culture and ensuring that the 
organisation has suffi  cient resources being 
shift ed in support of strategy execution. Alfred 
(2014) suggests that the organisational structure 
is infl uenced by its strategies (Structure follows 
Strategy). Gamble and Th ompson (2011) 
explain that structure consists of corporate 
hierarchy, division of labour, delegating and 
communications. Arabi (2012) advise that 
strategy implementing may involve changes in 
organisation’s culture, structure and managerial 
system or maybe even a wide general change in 

all the mentioned fi elds. Gamble et al. (2013: 213) 
state that in the earlier implementation phase top 
management must determine what funding is 
needed to implement the new strategic plans, to 
support value-creating processes and to booster 
the organisation’s capabilities and competencies. 
Srinivasan (2014) informs that an organisation 
can enhance strategy execution excellence by 
creating a culture of collecting and sharing best 
practices within and across the organisation. 
Quiros (2009) propose that structure, culture 
and strategy must be harmonised for eff ective 
organisational alignment. Pella et al. (2013) 
suggest that organisational culture is a vital 
organisation capability required to steer strategy 
execution and negative corporate cultures has an 
ability to hinder good strategy implementation. 
Seip (2011) explains that organisational structure 
should be fl exible to enable it to adapt to 
environmental changes. Organisational structure 
is explained to reproduce how information and 
knowledge are dispersed within an organisation 
by so doing infl uencing the distribution of the 
business resources, the communication processes 
and the social interaction between organisational 
members (Gupta & Singh, 2014). Seip (2011) 
informs that the search for the most optimal 
structure can be a challenging task due to the 
constant changes in the contemporary business 
environment.

PROBLEM STATEMENT 
Th e study is carried out in a petrochemical 
organisation which is failing in the execution of 
some of its strategies. It is evident that strategic 
plans are well formulated at the organisation, 
citing its current strategic plan of 2012- 2020. 
However, there seems to be barriers in the 
implementation process of these strategies as 
some areas have remained stagnant. One of the 
strategic objectives of the operations department 
is attaining an inclusive workforce and 
development of previously advantaged suppliers, 
however the operations are lagging behind on 
these objectives. Th e research sought to explore 
the barriers to execution of the strategies.

RESEARCH OBJECTIVES 
Primary objective 
Th e main objective of this research was to explore 
the barriers to eff ective implementation of 
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strategy at a petrochemical organisation.

Secondary objectives 
Th e secondary objectives of this study were as 
follows:

• Investigating the impact leadership 
has on achieving a successful strategy 
implementation. 

• Understanding how organisational structure 
can be eff ectively managed in support of the 
strategy implementation process. 

• Investigating to what extent Information and 
Technology enable business to attain their 
strategic objectives 

• Understanding how performance measures 
can be used to improve the strategy 
implementation process. 

RESEARCH METHOD 
Th e study was conducted within a single business 
unit of a petrochemical organisation with no 
intention to generalise the fi ndings. Th e study 
was of an exploratory nature and was therefore 
conducted using the qualitative approach. 
Qualitative approach is selected over quantitative 
due to the chosen interpretivism paradigm. 
Saunders, Th ornhill and Lewis (2016) posit 
that qualitative research emphasis the quality 
of entities, processes and meanings that are not 
experimentally examined or measured in terms 
of quantity, amount, intensity or frequency. 
Th erefore, qualitative approach was selected due 
to this study involving executives’ and managers’ 
views and perceptions which could be subjective 
due to variances regarding their background, 
cultures and social settings.

Purposeful sampling was used and the sample size 
was limited to two senior managers, two managers 
and six senior employees; this was based on the 
availability and willingness to participate.

Th e research data was collected using face-to-face 
semi-structured interviews. Bryman and Bell 
(2017) informs that semi structured interviews 
consist of interactional exchange of dialogue, 
thematic, topic-centred, narrative approach 
where the researcher has topics they wish to cover, 
but with a fl uid and fl exible structure. Th rough 
semi-structured interviews, the researcher could 

identify patterns. Th e interview data collection 
method assisted the researchers in understanding 
management and senior employees’ realities with 
regards to execution of set strategies.

Content analysis was utilised regarding the 
study. Bhattacherjee (2012) posits that content 
analysis is a systematic analysis of the content 
of a text in a quantitative or qualitative manner. 
Bhattacherjee (2012) recommends the following 
steps for eff ective content analysis. Th e data 
analysis process of the study included three circles 
of coding. Th e data analysis commenced with 
open coding. Th e open coding process entailed 
creation of categories relating to certain sections 
of the text (Babbie & Mouton, 2015: 499). Th e 
second phase of coding involved axial coding, 
during axial coding the data optained from open 
coding was placed back in a new method by 
making connections amongst categories (Babbie 
& Mouton, 2015: 500). Lastly selective coding 
was performed where essential categories were 
selected and analytically relating them to other 
categories (Babbie & Mouton, 2015: 500).

Th e organisation had granted permission for the 
study to be conducted. All participants were asked 
to suggest convenient places where the interviews 
could be conducted. All eight participants gave 
consent to audio recording and for the notes to be 
taken. All interviews took place at the participant’s 
work offi  ces.

Multiple techniques were utilized to ensure 
the credibility, transferability, dependability, 
confi rmability and authenticity of the study, 
and in doing so ensure overall trustworthiness 
(Saunders et al., 2016). To satisfy the criteria of 
transferability and authenticity, a thick, descriptive 
background to the research was created. To 
this end, the discussion guide and a coherent 
explanation of the data analysis process followed 
were included. Comprehensive descriptions of 
the fi rms and individual participants were also 
included. To ensure confi rmability, triangulation 
was employed to establish a clear link between 
the collected data and the reviewed literature. 
Finally, dependability was ensured by creating 
comprehensive descriptions of the research 
design, the manner of its implementation, and 
the nature of the data collection.



74
WWW.IBC-CONFERENCE.COM

RESULTS AND FINDINGS 
Th e participants of the study all have tertiary 
education ranging from MBAs, Honours 
degrees and Bachelor degrees. Th eir roles at the 
organisation range from supply chain business 
partner, supply chain analyst and managing 
executive. Th e level of knowledge and capability 
further validates the study. Th e open coding 
stemmed sixty-three categories from all the data 
collected. Axial coding reduced the categories to 
twenty-three and aft er the selective coding, four 
themes were identifi ed.

Th eme 1: Lack of accountability hinders the 
implementation process 
Th e mechanisms put in place with the intention 
of promoting implementation of obtaining 
BEE inclined suppliers have gaps. Th is happens 
when tasks are performed accordingly, however 
when these tasks move through the value chain 
of the company, ownership of execution is 
non-existent. One department would inform 
another department that fi nal execution does 
not fall within that particular space. Th is had 
left  this particular objective fl oating around with 
no human resource taking ownership for its 
execution.

Th e organisation has performance measures 
in place such as KPIs and employee contracts, 
however the current system of scoring or 
weighting does not promote accountability as 
the weights seem to inform employees of the 
importance of certain strategies. BEE inclined 
suppliers and diversity objectives have low 
weights which seem to inform employees that are 
tasked to execute these objective, that it might 
be optional to implement and achieve the said 
objective as the implications of not achieving 
these objectives hold minor consequences.

Th is below interview extracts validates this claim 
SM1- there should be greater consequences on 
not achieving the targets especially regarding to 
employment equity, BEE and inclusiveness.

R1 – so you are saying that the strategy does fi lter 
down and objectives are aligned to employees’ 
contracts; it is just the consequence of not meeting 
those objectives that is a problem?

SM1- Yes, the weighting needs to be changed or 
the approach of the weights. As a senior manager 
I might apply it prudently because it matters to 
me, but the next senior manager may not apply 
it the same, so it boils down to the application of 
the contracts and weighting that needs to change.

R1- Do you think there might be leadership 
approaches and actions at the company that might 
contribute towards hindering the achievement of 
set objectives such as Diversity, BEE and EE?

EMP1- well in terms of achieving set objectives 
and leadership approach what I have realised is 
that some things are important and some are not 
important. Our operations department has set 
objectives on BEE and every month I develop a 
report as a way to contribute towards achieving 
the objective and every month nothing happens 
with that report.

Th eme 2: Ineff ective leadership communication 
is a barrier to strategy implementation. 
Th ere is lack of understanding of how important 
the set objectives are, especially regarding 
diversity and BEE. Th e communication from 
top level management is that they are important, 
however the lack of resources and consequence 
of not achieving these particular objectives seem 
to suggest that, they are not as important. Th e 
actions of leadership seem to suggest that the 
achievement of these objectives is not a priority.

Th ere is lack of performance refl ection, meaning 
that the company does not practice refl ecting 
on previous years. Refl ection would provide 
employees or departments with input of what 
went wrong and why it went wrong, so they may 
be able to understand the needed improvements.

Th e below interview extract validates this claim 
EMP1 – Th e company uses a model where they 
develop key performance indicators which are 
normally derived from the group strategy. Every 
year the company comes up with a strategy and 
what happens is that on a business unit point of 
view, that strategy will then be brought down 
to departmental level, then it will be brought 
down to individual level. Th e problem that I 
have noticed is that every year we would draw up 
our departmental strategies but when the next 
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fi nancial year follows we do not refl ect on those 
previous strategies.Th en once again when the new 
fi nancial year begins we just continue and develop 
new strategies for that year without having to 
look back on the previous year’s strategies or 
refl ect on the previous ones. It would appear that 
we do not have measures in place that will guide 
us and make us aware if we are meeting targets 
and where we are not and how we are going to 
improve on that.

Th eme 3- Lack of appropriate resources 
Th e organisation is lacking in terms of processes, 
systems and tools that can assist in tracking the 
implementation of the set objectives. Th e current 
information systems seem to fail to deliver 
what was said it would. Employees believe that 
there is lack of support in terms of information 
management. Th e company’s leadership sets 
objectives, however they lack the ability to foresee 
the crucial technologies and resources needed 
to implement the set objectives. Th e lack of 
resources discourages employees thus weakening 
the implementation process of set objectives.

Th e below interview extract validates this claim 
R1- can you please elaborate on leadership 
approaches and actions that you believe might be 
barriers to implementing the set objectives

SM2 – the inability in making sure that you 
just not only have set goals but you also have 
supporting processes and tools that make sure 
that these goals or objectives can be achieved 
or will be achieved. You also need to make sure 
that you have resources allocated in making sure 
that you will achieve your objectives. When you 
set up a strategy, you need to make sure that you 
have resources and structure that are aligned to 
strategy

Th eme 4: Lack of good change management 
hinders implementation of strategy 
In the past few years, the organisation has been 
going through a restructuring that has created 
anxiety and uneasiness to some of its employees. 
Th e company later aft er a huge restructuring started 
implementing new information system, this seem 
to have added more anxiety to its employees. Th e 
timing of implementing new systems seemed 
inapproariate and displayed bad management of 

change. Th ese changes are believed to have added 
to the barriers of successfully implementing set 
strategies or objectives.

Th e below interview extract validates this claim 
R1 – In your opinion how has information 
technology contributed in assisting with the 
successful implementation of your departmental 
objectives or do you perhaps believe that it has 
hindered the process itself, has it been helpful or 
it has created problems somewhat?

SM1 – information technology is broad, so there 
are elements of it that I personally appreciate 
which I encourage stuff  to take advantage of but 
then you will fi nd that there are systems or that 
they haven’t heard of the system or it’s just that 
they are intimidated by the systems and they do 
not use them. Th ere have been new systems that 
have been implemented with good intention but 
the delivery of it did not meet the expectations. Th e 
system has created problems for my department 
to a point where we are actually worse off  than 
before the implementation of the system. Th e 
problem I believe stems from the timing of the 
implementation of the system, this happened at a 
time when we were going through restructuring 
so it was generally bad timing. Th e other problem 
is the understanding of the functionality of the 
systems so we implemented all these systems 
but partially because there are still some of the 
applications of the system that are not functional.

CONCLUSIONS 
Every organisation that intends to remain 
competitive needs a strategic plan. Th e 
notion of strategic planning seems to be well 
understood, however implementation of 
these plans still defy most organisations. Th e 
aim of the study was to explore the barriers 
of eff ective strategy implementation within a 
petrochemical organisation. Th e South African 
petrochemical organisation was used to conduct 
the study. Previous studies identifi ed leadership, 
performance measurements, information 
technology and organisational alignment 
as some of the barriers of eff ective strategic 
implementation. Th e fi ndings of the study yielded 
additional dynamics which contribute as barriers 
to successful execution of chosen strategies. Th ese 
dynamics are lack of accountability, ineff ective 
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leadership communication, lack of appropriate 
resources and inappropriate management of 
change.

Conclusion regarding the objective of the study
• Investigate the impact leadership has 

on achieving a successful strategy 
implementation. 

Th e leadership understood the importance 
of achieving the set objective and have been 
able to successfully draw remarkable strategic 
plans, however their action seemed to propose 
that certain set objective are not vital. Th e 
communication from top down was unclear and 
the importance of achieving the set objectives got 
lost. When leadership failed to own and drive the 
set objectives, the implementation or execution 
process was compromised reducing the chances 
of success.

• Understanding how organisational structure 
can be eff ectively managed in support of the 
strategy implementation process. 

Th e corporate structure went through a huge 
restructuring which fi lled the organisation’s 
employees with uncertainty and in some extent 
confi dence in top level management was lost. Th e 
organisation’s inability to manage this change has 
contributed negatively on employees’ eff orts and 
morale.

• Investigate to what extent Information and 
Technology enable business to attain their 
strategic objectives. 

Th e organisation had diff erent information 
systems in place; however, these IT systems were 
not aligned to business needs. Th e organisation 
appeared to use the push rather than the pull 
approach. Technology seemed to be driving the 
business instead of business driving technology, 
hence the feeling amongst management that the 
available systems were not enabling business to 
attain its strategic objective.

• Understand how performance measures can
be used to improve the strategy implementation 
process. 

Th e organisation has performance measures in 
place, however the allocation of weights or scores 
left  a lot to be desired. Th e allocation of weighting 

on performance measures appeared to cause 
miscommunication between top management 
and employees. Some strategic objectives had the 
lowest weights or score thus creating a perception 
that these objectives are inconsequential.

PRACTICAL MANAGERIAL 
IMPLICATIONS AND 
RECOMMENDATIONS 
At each level, leadership need to clearly defi ne the 
goals of the organisation to their employees and 
their role in achieving those goals. Leadership 
need to clearly and eff ectively communicate the 
reasons behind set objective. A clear picture of 
why the organisation need to pursue the planned 
objective need to be presented to all employees in 
order to avoid misunderstandings regarding the 
importance of objective.

Managers have to manage the whole change 
process in order to implement strategy eff ectively 
by using proper change management processes. 
Eff ective change management will not only 
remove all the concerns, but it will help keep 
them to an acceptable level and will allow the 
organisation to continue without signifi cant loss 
of productivity.

Managers should make it possible for the 
employees to take part in the planning process 
and also take into account the suggestions of all 
those stake-holders who are going to be aff ected 
by the change. Participating in the planning 
process will help the employees to be clear about 
their roles and the goals of organisation.

Th e performance contracts of the employees 
need to be aligned with the strategic objectives. 
Employees must be accountable for not achieving 
their defi ned tasks. Th ere should be a full 
mechanism for accountability so that employees 
may be evaluated, and be penalized or rewarded 
accordingly.

Once clear communication by leadership is 
accomplished and all employees understand 
why certain strategic objective are chosen, this 
could improve employees’ morale as they will 
have a view of the ‘bigger picture’. Based on the 
literature reviewed, leaders need to be constantly 
involved during the execution phase of the chosen 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

77

objective, this enables them to identify gaps such 
as inadequate resources. Th e reviewed literature 
informs that Information Technology is crucial 
in achieving set objective, the organisation’s 
top management team needs to ensure that the 
systems empower its employees and not frustrate 
them. Th is could be achieved through systems 
training.
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ABSTRACT 
Behavioural strategy, unlike ‘conventional’ 
strategy, assumes that human behaviour is 
not always rational or constant; but that it is in 
many ways more impressive. Human beings 
are passionate, benevolent and insightful; they 
demonstrate morals, ideals, compassion, justice, 
loyalty and love. Th is paper aims to highlight 
and integrate some of the weakly-linked theories 
and perspectives to fortify and augment the 
foundations of behavioural strategy. It proposes 
a values-based approach to behavioural strategy 
that links values, emotions and cognitive attention 
to strategic decision making.

Keywords: Attention; Behaviour; Behavioural 
Strategy; Emotions; Mental Models; Strategy; 
Values. 

INTRODUCTION 
Research in strategy is producing new insights into 
strategic behaviour. Th is article draws on strategy 
research and practice to proff er a values-based 
approach to behavioural strategy. Strategists are 
not always rational economic agents, but mortal 
beings with all their imperfections and virtues, 
in the execution of their fundamental activities 
(Powell, 2017b).

Strategic management over the years, 
notwithstanding that it involves human 
endeavours, has become impersonal, with the 
adoption of positivism implied in rational choice 
(Powell, 2014). To ask the right questions, strategic 
management researchers are obliged to take 
into account the psychological and sociological 
dimensions of strategy. Strategy is a human 
activity aff ected by feelings, social infl uences and 
rationality.

BACKGROUND TO THE BEHAVIOURAL 
STRATEGY SUBFIELD. 
According to Learned, Christensen, Andrews, 
and Guth (1965, p. 3) as cited in Augier, Fang, and 
Rindova (2018), strategic management started 
intrinsically behavioural in its perspective. 
Andrews and colleagues suggested that strategy 
is “the study of the functions and responsibilities 
of the chief executive general manager, whose 
primary responsibility is the enterprise as a 
whole”.

At some point, these behavioural origins were 
displaced to take on a distinctly economic 
inclination and given theoretical grounding 
mainly by the immensely popular “Porterian” 
(Porter, 1991; Porter, 1996; Porter, 2008) 
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interpretation of strategy. Th e “Porterian” shift  
to a neo-classical economic orientation is based 
on the structural characteristics of industries 
that embrace an “optimising hyper-rationality” 
(Bromiley & Rau, 2014, p. 6) of strategists. 
However, despite the economic orientation, the 
behavioural roots remained persistent enough to 
start sprouting again. In the last decade (Powell, 
Lovallo, & Fox, 2011), it began to follow its sister 
disciplines like behavioural fi nance, behavioural 
economics and behavioural accounting (Powell, 
Lovallo, & Fox, 2011).

Th e central divide in strategy research is whether 
it adopts rationality or behavioural mechanisms. 
Th is position later shift ed in the direction of 
the resource-based view (RBV) of strategy, an 
“internal based analysis of resources which are 
valuable, rare, inimitable and non-substitutable” 
(Augier et al., 2018, p. 12). However, the 
“Penrosean” economic perspectives on which 
much of the RBV fundamentals are based (Kor 
& Mahoney, 2004; Rugman & Verbeke, 2002, 
2004) became increasingly objectifi ed in spite of 
Edith Penrose’s emphasis on the strategist’s role 
and “cognitive capacity” (Augier et al., 2018, p. 
12). Th e modifi ed RBV trend lost its behavioural 
component when it did not balance the resources 
(material things), behavioural elements and 
learning (Rugman & Verbeke, 2002, p. 771).

Further neo-Carnegian responses emerged 
over time, such as the Gavetti’s “Behavioural 
foundations of strategy” (Gavetti, 2012; Gavetti, 
Levinthal, & Ocasio, 2007), as well as the upper 
echelon perspective of the fi rm (Hambrick, 
2007). Further behavioural tendencies sprung 
from the research into managerial cognition, 
their interpreted experiences, including the 
emotional interpretation of the complexity of 
their environments (Augier et al., 2018).

Over time, the behavioural strategy movement’s 
leading scholars1 set out to formalise and 
accelerate behavioural strategy as a distinct fi eld. 
Further research was encouraged into several 

1. Behavioral Strategy Interest Group – within the Strategic 
Management Society Th e domain statement issued by 
the Behavioral Strategy Interest Group claims to “promote 
research that applies cognitive and social psychology to strategic 
management theory and practice.”(Westphal, 2018, p. 52) 

critical features of behavioural approach by 
acknowledging its ambiguous and diverse nature, 
to bring discipline to the area (Powell et al., 2011). 
Fundamentally it was for a suitable defi nition of 
behavioural strategy, and for containment of 
the research paradigms or “schools of thought” 
by focusing attention on a small number of 
core research problems.   Perchance also to 
explore relevant research that intersects with 
related disciplines like behavioural economics, 
accountancy and fi nance.

Defi ning Behavioural Strategy 
Th ere is agreement that behavioural strategy 
contains the psychological foundations that 
underpin it (Reypens & Levine, 2018). It proceeds 
from the theoretical underpinnings of cognitive 
and social psychology and applies it to strategic 
management (Mangaliso & Ndanga, 2017; Powell 
et al., 2011). It is defi ned rather broadly but 
assumes that it will exclude works that lack less 
rigorous theoretical grounding in psychology 
without specifying which topics (Powell et al., 
2011).

“Behavioural strategy merges cognitive and social 
psychology with strategic management theory 
and practice. Behavioural strategy aims to bring 
realistic assumptions about human cognition, 
emotions and social behaviour to the strategic 
management of organisations and thereby to 
enrich strategic theory, empirical research and 
real-world practice” (Powell et al., 2011, p. 1371)

Behavioural strategy assumes that human 
economic behaviour is not always rational, 
or that it remains unaff ected across time and 
cultures. But that humans are in many ways 
more impressive. Th ey are passionate, benevolent 
and insightful; they demonstrate morals, ideals, 
compassion, justice, loyalty and love. Th ey are 
“boundedly rational” and are prone to making 
biased judgements. Th ey take shortcuts and 
engage in heuristics (Mangaliso & Ndanga, 2017; 
Powell, 2017b; Simon, 1955).

Th e relevance of behavioural strategy 
Strategic thinking and decision making are 
essential human endeavours invested in rational, 
emotional and social cognition, including biases, 
heuristics and intuition and even luck (Reypens 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

83

& Levine, 2018). It is not possible to derive 
optimum strategies as if “business is a ‘tic-tac-toe’ 
environment” (Levinthal, 2011, p. 1521). It makes 
sense for researchers to bring some balance to the 
fi eld by complementing logical positivism with a 
more substantive emphasis on context. Strategy 
invariably involves behavioural messiness and an 
interplay of emotions, interests and rationality.

Signifi cance of the behavioural strategy research 
For a nascent strategic management subfi eld, 
behavioural strategy research is gaining 
momentum. Th e pendulum is once again moving 
to a more person orientated research emphasis 
(Gavetti, 2012; Powell et al., 2011). Th e extensive 
research output, however, is in a wide-ranging 
assortment of decision-making, strategic and 
organisational management topics without much 
coherence or concern for a disciplined future 
direction. Powell and colleagues (2011), expressed 
concern about this inclination and made a call for 
a more systematic approach to prevent the dual 
perils of fragmentation and irrelevance (p. 1379).

Th is paper aims to highlight and integrate some 
of the weakly-linked theories and perspectives 
to fortify and augment the foundations of 
behavioural strategy. In particular;

• To link personal values theory (Schwartz, 
2012; Schwartz, 2015; Schwartz & Bilsky, 
1987) with attentionality (Ocasio, 1997, 2011; 
Ocasio & Joseph, 2018) in strategy. 

• To link cognitive and emotions research in 
strategic management to both values and 
attentionality.

• To link personal values theory to behavioural 
strategy (Rindova & Martins, 2018)

THE STRUCTURE OF THIS ARTICLE 
Th is article provides a high-level summary of 
the characteristics and origins of values as a 
motivational construct and its relationships with 
cognition, emotions and strategic behaviour. 
In doing so, links to both cognitive and social 
psychology to build on the psychological 
foundations of strategic behaviour. It explores how 
emotions and mental models are made salient by 
the strategist’s values and how emotions, in turn, 
aff ects values prioritisation. Also considered 
is how values and attention as scarce cognitive 

resources aff ect strategic behaviour.

Lastly, a values-based view of behavioural strategy 
is proposed in a composite theoretical model and 
tested on a JSE listed company’s CEO following 
an acquisition announcement.

A SPOTLIGHT ON VALUES IN STRATEGIC 
BEHAVIOUR 
Values explain the motivational underpinnings of 
emotions and conduct, yet are only tangentially 
researched alongside strategic behaviour (Augier 
et al., 2018). As a construct, it suff ered for a while 
from attention neglect about what constitutes 
its primary content and structure and of reliable 
empirical measurement (Von Scheve, 2016, p. 
177). Th e recent upsurge in interest in value 
research has not brought much more clarity 
to the fi eld. Rindova and Martins (2018) have 
provoked a new focus on personal values through 
a special conceptualisation of values as a source 
of innovation, especially as it relates to strategic 
behaviour. It goes beyond being a resource; it 
has epistemic value to appreciate individual 
emotional reactions and to conceivably anticipate 
behaviours in practice.

THE CHARACTERISTICS OF PERSONAL 
VALUES 
When we contemplate values, we think of what 
is important to us in life; how people want to 
experience the world. Values can be defi ned as 
“beliefs about a broad motivational goal that 
express what is important to people” (Brosch 
& Sander, 2015, p. 399). A particular value may 
be signifi cant to one person while unimportant 
to another (Schwartz, 2012; Tamir et al., 2016). 
Diff erent conceptions of values and attention 
neglect have emerged over time regarding what 
constitutes its primary content and structure (Von 
Scheve, 2016). Nevertheless, a dominant guiding 
theory has developed in social psychology and 
sociology (Schwartz, 2016), which expounds 
on the arrangement of relationships among 
diff erent values. According to this model which 
has sound empirical backing (Tamir et al., 2016), 
ten discrete values were distilled. Th ese are self-
direction, stimulation, hedonism, achievement, 
power, security, conformity, tradition, 
benevolence and universalism. Th ese values are 
organised in a circular arrangement, capturing 
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similarities and diff erences along two axes. Th e 
fi rst axis is a continuum from Self-enhancement 
to self-transcendence and the second axis is 
from openness to change to conservatism. Th ey 
exhibit a delicate balance among biological 
needs, interpersonal relationships, and societal 
and institutional demands (Jiga-Boy, Maio, 
Haddock, & Tapper, 2015). Values comprise six 
essential and universal features. Th ey consist of 
beliefs, desirable goals that motivate action. Th ey 
transcend specifi c actions and situations, and they 
serve as standards and criteria. Lastly, they are 
ordered by relative importance and their relative 
importance guides actions (Schwartz, 2016).

What is empirically evident from the guiding 
theory above is that values refl ect what we want 
to experience, whereas emotions refl ect how we 
experience reality (Tamir et al., 2016). Values 
refl ect goals, transcend circumstances, diff er in 
importance (Schwartz & Bilsky, 1987) and act as 
an organising framework. Several emotions are 
identifi ed with target values. Values have been 
found to guide both behaviour and emotions 
by pointing to either desirable or undesirable 
states. Certain emotions can be consistent with 
particular values and inconsistent with others 
(Tamir et al., 2016).

In the context of this discussion, values play a 
proactive role in the strategist’s mental models 
that allow for the expression of dominant values 
in strategising (Rindova & Martins, 2018). Th ey 
are context-sensitive and accordingly activated 
when considering strategically crucial decisions. 
Nevertheless, individuals exhibit their values, 
divergent in types and priorities.

A BRIEF DETOUR – THE ORIGINS OF 
VALUES 
Many disciplines, like philosophy, psychology, 
sociology, among others, have dealt with the 
origins of values (Brosch & Sander, 2015). It is 
beyond the scope of this discussion to tackle the 
many disciplinary approaches in any signifi cant 
detail, suffi  ce to focus on and highlight the 
psychosocial origins of values.

Psychological origins of values 
Values are nuanced, complex and unpredictable, 
which includes drive factors and shared beliefs 

that are socially and culturally context-sensitive 
(Higgins, 2015). Besides, the emotional regulation 
of self and others are especially required when 
values confl ict or when faced with paradoxical 
choices.

To comprehend the actions and emotions of 
individuals is to know the dominating forces 
of their aspirations (Higgins, 2015). Values are 
oft en expressed as an emotional experience. 
Th ey are aff ect-laden, which attract strong 
emotional regulatory responses when they are 
challenged or fulfi lled (Rindova & Martins, 2018; 
Schwartz, 2016). Values are intimately bound to 
an individual’s identity and sense of self (Hitlin, 
2003; Rindova & Martins, 2018). It suggests that 
the hedonic viewpoint is not the only perspective 
that drives behaviour. Hedonic experiences alone 
do not explain why individuals actively promote 
what is right and prevent wrong, irrespective of 
the hedonic consequences. Nor does it tell why 
some actions intuitively “feel right” (Higgins, 
2015).

Societal origins of values and evaluative feelings 
Values illuminate our social action and social 
order in that they are socially structured, 
culturally shaped and shared within groups. 
Social scientists explain this primarily via two 
approaches. Firstly, through economic benefi ts or 
a rational choice perspective, and secondly, using a 
subjective psychological value approach, focused 
on hedonic experiences or aff ective responses. 
Th e former approach suggests that individuals 
subscribe to values because they have practical 
self-interest. Th ough, this presupposes values 
have rational moral explanations (i.e. everybody 
shares in the benefi ts). For it to be maintained, 
only specifi c instances of value would qualify 
(Von Scheve, 2016). For many decision-makers, 
the moral explanations oft en follow a subjective, 
intuitive response arrived at though sensemaking 
(Sonnenschein, 2007).

In the latter approach, emotions are inextricably 
associated with values (Von Scheve, 2016). Scheler 
assumes that humans are equipped with a sense 
of values similar to other senses. Scheler (1973, 
pp. 258-259), proposes an intuitive approach 
to values, known as received values, that come 
to fore, implying that they are intentional acts 
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of meaning-making. Scheler (1973) advocates 
that individuals absorb values through role 
models. Role models automatically set up moral 
standards for others (Frings, 1998), by linking to 
positive or negative feelings towards “something”. 
Such intuitions are thought to be shaped by 
socialisation and development within and across 
cultural contexts (Graham et al., 2013; Schwartz, 
2016; Von Scheve, 2016).

An alternative approach is Durkheim’s group-
based anthropological view of “collective 
eff ervescence”. Th e group-based perspective 
involves rituals, beliefs and feelings that have 
meaning and status beyond what is individually 
desired and valued (Von Scheve, 2016, pp. 
180-181). Religion is an example of one such 
representation involving social and collective 
power which “maintains and revitalizes the social 
heritage of the group and helps transmit its values 
to future generations” (Misztal, 2003, p. 127).

Figure 1 below, is a graphical depiction of how 
an individual’s values are absorbed through 
socialisation via group-based and individual 
based-eff ects. Cultural rites, community 
behaviour and religious rituals, role models and 
parental infl uence are some examples of group 
and individual socialisation eff ects.

VALUES, MENTAL MODELS AND 
ATTENTION 
Firstly, mental models are concepts relating 
to knowledge structures to aid interpretive 
processes (Klimoski & Mohammed, 1994), and 
mechanisms to generate descriptions (Rouse & 
Morris, 1986). Th ey are psychological constructs 
to conserve cognitive processing resource. Th ese 

mental models are held by individual decision-
makers to interpret and make sense (Kelly, 1963) 
of the vast amount of information produced by 
factors from the external world. It is a fi ltration 
mechanism for their attention and a guiding tool 
for their decision-making (Day & Nedungadi, 
1994; Narayanan, Zane, & Kemmerer, 2011; 
Strandvik, Holmlund, & Grönroos, 2014) as 
cited in (Yrjölä, Kuusela, Neilimo, & Saarijärvi, 
2018). Th ese frameworks engage the “beliefs and 
assumptions” (Yrjölä et al., 2018, p. 549) held by 
individuals.

Mental models are an aspect of an individual’s 
cognitive framework and are tools that link values 
and strategic management. Values evaluate the 
strategist’s perception and experience of reality 
(Deonna & Teroni, 2015). On the one hand, it is 
rational cognition that builds the mental models 
which inform strategic problem defi nition, 
strategic agendas and strategic decision-making. 
On the other, it is an epistemic emotional 
experience of values (Deonna & Teroni, 2015) 
that guides intuition; the so-called dual process 
of system-1 and system-2 thinking. Analytical 
(system 2) processes rationally (deliberate 
cognition) and discover paradoxes. Intuitive 
(system 1) processes experientially and accounts 
for intuition (Keller & Sadler‐Smith, 2019).

Figure 2 below, demonstrates the relationship 
between values and how it makes cognitive 
representations like mental models and intuition 
salient; and how the knowledge structure engages 
the “beliefs and assumptions” in turn. It also 
depicts how mental models guide attentionality 
through fi ltering information either deliberately 
or intuitively.

FIGURE 1- THE GROUP AND INDIVIDUAL EFFECTS OF SOCIALISATION ON AN INDIVIDUAL’S VALUES 
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Secondly, Ocasio describes the attention-
based view (ABV) as a pattern of organizational 
attention, the distinct focus of time and eff ort by 
the fi rm on a particular set of issues, problems, 
opportunities, and threats, and on a particular 
set of skills, routines, programs, projects, and 
procedures (Ocasio, 1997, p. 188). By referring to 
attentionality as a focus on a “set of organisational 
activities” (Ocasio & Joseph, 2018, p. 289), it 
implies intentionality, as no action can proceed 
without an intention even if it occurs without 
conscious awareness.

Attention (cognition), while it is not explicitly 
concerned with intention, is central in psychology. 
It is a selective focus on relevant information, 
and critical to perception, viz. it varies within 
a social or organisational context depending 
on the situation- what Ocasio (1997, pp. 190-
191) calls “situated attention”. Intentionality and 
attentionality are linked. Attention establishes 
intentionality, shift s consciousness and is the 
object of our thinking. Th e principal notion of 
intentionality is that consciousness is directed 
(Arvidson, 2013), i.e. one is always conscious of 
something (Gurwitsch, 1979, p. 177; Koralus, 
2014). Importantly, it is about an (internal) 
experience directed at an (external) something. 
What we attend to becomes noticed and accessible 
(Arvidson, 2013; Dwyer, 2007).

A critical assessment of ABV is the absence of 
evaluating or explicitly accounting for value 
systems and cognitive schema used to arrive at 

the attentional processes it describes. One notable 
example among many is the concept of “absence-
neglect” (Powell, 2017a, p. 306). Absence-neglect 
refers to noticing what is present and neglecting 
what is hidden, in the ensuing attentional focus. To 
develop an intuition for interpreting absence from 
the evidence of presence requires a disciplined re-
alignment of CEO’s attention across the areas of 
what is present and what is obscured. Something 
which requires cognitive eff ort from the strategist 
or assistance from external processes. Oft en 
strategists are unable to recognise the unknown 
consequences of what they are executing, when 
the actions are destroying value. Regrettably, they 
look like heroes when the strategic outcomes are 
positive (Powell, 2017a).

In Figure 3 below, values direct attention to 
the strategic threats and opportunities exist in 
organisations and markets. Besides allocating 
attention, values also through attentionality aff ect 
other vital processes in strategic behaviour, viz., 
choice prioritisation and coherence in systems 
and activities (Rindova & Martins, 2018).

However, unlike mental models, values accentuate 
attention selectively, through “evaluative 
intentionality” (Deonna & Teroni, 2015, p. 163). 
Values employ emotions based on whether it is 
congruent or in confl ict with other values (see 
Figure 4 below), core beliefs and norms. In the 
process, it can trade-off , magnify or reduce 
environmental cues and aff ect choice and value 
prioritisation (Rindova & Martins, 2018).

FIGURE 2: VALUES TRIGGER MENTAL MODELS TO FILTER ATTENTION 
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Activated values, can trigger behaviour (Schwartz, 
2016, p. 71) or at least shape individual behaviours 
by directing attention to pertinent information 
and activities. Th is infl uence is oft en outside 
conscious awareness. When experiencing specifi c 
values, they act as motivating forces (Rindova & 
Martins, 2018; Schwartz, 2016) or as opportunity 
identifi ers (Shepherd & Patzelt, 2018).

EMOTIONS AND VALUES 
Emotions and values are closely linked. Th ey are 
evident in our bodily expressions and the use 
of evaluative terms in our language (Deonna & 
Teroni, 2015). Of interest is the interdependent 
and intuitive relationship between emotions and 
values. Th ere are also theories which support an 
intentional or epistemic relationship (Deonna & 
Teroni, 2015). Th e epistemic role that emotion 
plays in retrieving these values shown in Figure 
4 below, involves judgement, perception, attitude 
and intuition about anticipated outcomes (Kelly, 
1963). Th e appropriateness of an emotion is 
a result of sensemaking and evaluation. Th e 
emotion becomes salient only once the strategist 
can assess and evaluate the situation. Sensemaking 
is a process primarily used to deal with ambiguity 
and equivocality in circumstances. It is the eff ort 
to make sense of a situation that arises when the 
current state of a person’s world diff ers from the 
expected state of that world (Weick, Sutcliff e, & 
Obstfeld, 2005). Sensemaking is not merely an 
interpretation of events, but the innovation of 

plausible explanation that leads to enactment to 
make the world more orderly (Weick et al., 2005). 
Many emotions do not target what is perceived; 
instead, they target what is believed, remembered 
and perceived (Deonna & Teroni, 2015; Kelly, 
1963). Th e signifi cance of the associated emotions 
has hedonic value. It has both instrumental 
and fi nal value to the extent that it can assist 
in the evaluation of behaviour, including the 
concept of protected values viz. honesty in 
economic decision-making. Also it has moral 
value (Deonna & Teroni, 2015; Gibson, Tanner, 
& Wagner, 2015). Figure 4 below, depicts the 
interplay between values and emotions. Emotions 
become salient when values are congruent or in 
confl ict. Congruent values promote satisfaction 
and emphasise goal achievement and positive 
hedonic experiences, like happiness or confi dence. 
Confl icting values create cognitive and emotional 
dissonance and an unpleasant hedonic experience 
like guilt or anxiety (Koole, 2010). However, it 
also allows for the modifi cation of constructs 
depending on the relative value placed on the 
anticipated alternatives represented (Kelly, 1963, 
p. 65).

In order to create emotional equilibrium, some 
form of emotional regulation is triggered to 
manage an unwanted emotion. Th is done either 
by infl uencing the prioritisation of values or 
by attentional suppression using techniques of 
avoidance and distraction. Attention forms a 

FIGURE 3: VALUES AFFECT STRATEGIC BEHAVIOUR BY DIRECTING ATTENTION
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prime target in goal-oriented2 emotion regulation 
strategies (Koole, 2010). By way of example, 
a strategist may hold that shareholder value-
creation, moral and political values equally 
paramount. However, when these held values 
confl ict in a given context, a paradox triggers 
sensemaking processes. Emotional experiences, 
in turn, focus on the values and infl uence which 
values become prioritised. Alternatively, values 
guide how goal-oriented emotions are regulated 
by promoting cognitive reappraisal (Koole, 2010).

VALUES AS EPISTEMIC TRIGGERS 
Th ere is a growing understanding that what people 
value can orientate behaviour through a complex 
interactive play of motivation and values (Chen 
& Barger, 2016, pp. 12-13; Chinn, Buckland, & 
Samarapungavan, 2011). For instance, values, 
when activated, will remain hidden from 
conscious awareness and become apparent only 
when it clashes with other values (Schwartz, 2016, 
p. 72). At once creating emotional salience when 
it confl icts with the goals and ideals of values. 
Th e intertwined nature of emotions, cognition 
and values turn into an area of phenomenological 
contestation. Th ereby eclipsing the original values 
as epistemic triggers. Th e contesting process is 
context-sensitive as depicted in Figure 5 below, 
an essential adjustment to Figure 4 above. Figure 
5 shows that contextual relevance provides fertile 
2. Goal-oriented emotion – emotions associated with the 
achievement of beliefs, goals and tasks (Koole, 2010). 

ground for interpretations of the varied cognitive 
and emotional responses that come about. Very 
oft en the values are the likely source of the 
psychological triggers in a situational context.

Importantly, Contexts, prompt attention toward 
specifi c targets without them being an object of 
experience. It operates below the level of awareness 
and does not depend on the consciousness of the 
experiencer. It does, however, aff ect them and 
infl uence the experience. Cognitive contexts can 
be personal, environmental, social, historical 
or other backgrounds below the threshold 
phenomena or shared environmental stimuli 
(Islam, 2014).

A context-sensitive example is more aptly 
demonstrated in Table 2 as a cameo featured at 
the end of the article on page 15.

Values as a source of cognition and emotion 
provide abundant research opportunities for 
behavioural strategy. It expands the context 
to social psychology and social infl uences and 
further towards the personal preferences shaped 
by their childhood, education and professional 
experiences (Hambrick & Crossland, 2018).

VALUES, MOTIVATION AND STRATEGIC 
BEHAVIOUR 
Th e traditional view of Weberian “value 
rationality” hypothesis is that individuals tend 

FIGURE 4: THE INTERPLAY BETWEEN VALUES AND EMOTION AND THE EFFECTS ON EACH OTHER 
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to act in the social world according to what is 
essential and of value to them, irrespective of 
cost or probability of success (Von Scheve, 2016, 
p. 186). It implies that values are a motivating 
force in triggering behaviour. Recent literature 
in entrepreneurship highlighted the cognitive 
aspects of values that make attention central 
(Shepherd, McMullen, & Ocasio, 2017; Shepherd 
& Patzelt, 2018). Although, how values are 
experienced and how it motivates strategic action 
is less emphasised; something that this discourse 
aims to highlight.

Personal values are at the heart of motivated 
choice; a “validation” mechanism through which 
individuals view potential events and actions 
(Kelly, 1963, p. 158), including their attractiveness 
(valence). Kelley submits “a person’s processes 
are psychologically channelized by the ways in 
which he anticipates events. Th e direction of his 
movement, hence his motivation, is towards a 
better understanding of what will happen” (Kelly, 
1963, p. 157). Values infl uence how strategists 
defi ne situations and evaluate alternatives. Th e 
course of action of strategists is possibly highly 
dependent on their values and personal likings 
(Hambrick & Crossland, 2018; Shepherd & 
Patzelt, 2018). However, it is also dependent on 
how values aff ect their emotional experiences and 
how they regulate those emotional experiences.

THE INTERTWINED NATURE OF 
ATTENTION, INTENTION AND CONTEXT 
FROM A BEHAVIOURAL STRATEGY 
PERSPECTIVE 
Table 1 below provides an example of how 
the various concepts are perceived under two 
behavioural strategy conditions viz. a ‘strategic 
focus’ and a ‘value creation focus’. It explains 
the cognitive and emotional responses and 
experiences of the strategist.

PUTTING IT ALL TOGETHER 
Th e concepts are assembled in two stages. Firstly, 
to provide a schematic of the inter-relationships 
of the concepts discussed above, and secondly is 
to provide an illustrative example of the model in 
action, based on an actual event3.

Figure 6 is a composite of Figures 1, 2 3, 4 and 5 
into an integrated high-level theoretical proposal 
for a Values-based behavioural strategy model.

MANAGERIAL IMPLICATION 
Th e managerial implications are numerous; 
however, it is still questionable as to how to deal 
with the outcomes.

As with all behavioural issues, the issues 
are complex and distinctive. Some of the 
idiosyncrasies involve the personal traits of the 
CEO. Some CEOs are better at managing the 

3 No permission has yet been received; Th e actual event is disguised 
even though all the relevant data is in the public domain. (Harvey, 
2019; Miltz, 2019; Njobeni & Genertzky, 2019; Unknown, 2019) 

FIGURE 5: VALUES TRIGGER EMOTIONS WITHIN SPECIFIC CONTEXTS 
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board of directors than others. And the CEO’s 
relationship with the executive management 
team may vary within the group. Many CEO’s are 
prone to lead from the front and are susceptible to 
blind spot biases, believing that everyone shares 
their reference points and what they value. Th ese 
candidates should, in principle gain from strategic 
risk evaluation processes even if they have better 
insight into the issues. Executive management 

may have to develop a non-threatening process to 
overcome scepticism and egos.

A sequence of conversations achieves strategic 
risk mitigation through rapid feedback loops 
from the fi rm’s internal and external sources 
of information. It allows continuously testing 
social concerns of stakeholders against the fi rm’s 
strategic moves. More importantly, strategic 

TABLE 1: THE RELATIONSHIP BETWEEN ATTENTION, INTENTION AND CONTEXT IN BEHAVIOURAL 
STRATEGY

Attention Intention Context Interpretation
Strategic Focus example

A sustained focus on 
what is strategically 

important.

To alter the strategy 
by way of a motivation 

to allocate the fi rm’s 
resources to align with 
the attention of what is 
strategically important.

An environmental 
set of conditions 

(political, economic, 
social or technological) 

that make matters 
conducive or 

infl uences attention

How the context and 
intentions combine 

to focus attention on 
creating a strategic 

agenda to exploit or 
create an opportunity 

for a set of goals

Value Creation example
Sustained focus on 
inducing monetary 
and non-monetary 

surplus value for 
shareholders and all 
other stakeholders.

It is a drive to 
achieve the surplus 

through a set of 
aims viz. revenues, 

expenses, productivity, 
innovation among 

others.

A set of conditions that 
infl uence attention, 

e.g. competitive 
pressure or investment 

expectations.

How the strategist 
determines the 

appropriate response 
to signals from the 

context to create the 
surplus-value 

FIGURE 6: AN INTEGRATED HIGH-LEVEL THEORETICAL PROPOSAL FOR A VALUES-BASED 
BEHAVIOURAL STRATEGY MODEL 
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TABLE 2: AN ILLUSTRATIVE APPLICATION OF THE VALUES-BASED BEHAVIOURAL STRATEGY MODEL

An illustrative application of the Values-based behavioural strategy model
Context and Background

In 2019, one of South Africa’s oldest listed food company’s “OFC” became available for acquisition 
(Harvey, 2019). “OFC” employs 8,000 staff , operates 13 plants and has a well-loved brand 
supplying 60,000 retail outlets. A consortium called “NewCo” was formed and made a bid for 
100% of its shares valued at just under R5bn. “NewCo” was made up of several parties including 
“InvCo” a listed investment company of which Mr W is the CEO. “InvCo” owned 15% of “NewCo” 
and saw this as a desirable investment. It was also the leading BEE partner in “NewCO”. Th e lead 
party in “NewCo” which held approximately 60% shares was an international partner “ForCo” 
who also introduced “InvCo” to the deal. “ForCo” operates in 70 countries and is headquartered in 
Israel. When the deal became public through a ‘SENS’ announcement, the anti-Israeli lobby group 
BDS-SA (Boycott, Disinvestment and Sanctions – South Africa) gave notice that it would oppose 
the deal. BDS warned of a consumer boycott of all “OFC” products across the country, threatening 
to destroy investment value. Simultaneously “InvCo” came under intense community and political 
scrutiny to review its participation in “NewCo” due to the participation of lead party “ForCo” in 
the deal. Th e strategic issues are examined using the values-based view of behavioural strategy.

Values paradox
Mr W’s Espoused Values Congruence Confl ict
Morality and ethics in business 
practice.

Th e business deal fulfi lled all 
the JSE requirements; it also 

had board support.

Th e confl ict was Mr W’s 
ethical and legal obligation 

to have engaged (on behalf of 
his board) with consortium 

counterparties under 
confi dential conditions to 

maintain his business values.
Wealth creation for small 
shareholders

Signifi cant wealth creation 
for small and community 
shareholders who would 

otherwise not be able to create 
wealth for themselves

Shareholder value creation 
came into confl ict with social 
and political values held by 
Mr W’s community, and the 

political views held by his peers 
in various social, and NGO 

structures.
Values of doing business with 
ethical partners

Mr W had visited Israel and 
satisfi ed that the partners were 

ethical and sound.

Dealing with ethical business 
counterparties came into 
confl ict with political and 
social values held by his 

community shareholders.
Achievement and motivation 
to succeed

Th is deal was one of the 
largest deals undertaken by 
Mr W, eclipsing a previously 
massive deal he executed a 

decade earlier which created 
signifi cant shareholder value 

for “InvCo”. Th e previous deal 
increased InvCos assets from 

a few hundred million ZAR to 
approximately 8 billion ZAR.

Loss aversion due to the 
forfeiture of a lucrative and 
career-defi ning transaction 

because of the aforementioned 
social pressure group.

Escalating commitment and 
potential write-off  of ZAR 55 
million in cancellation costs.

Strategic Attention
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Th e attentional structure of Mr W based on his comments and espoused values focuses on:

• Size and value of the deal (this would rival another deal done earlier in his career)
• InvCo Valuation would be materially and benefi cially eff ected, giving shareholders an appreciable 

value advantage.
• It would strengthen the portfolio of food-related products and act as a hedge against “InvCo’s” 

fi nancial assets.
• Access to world-class production technology.

Trigger Events Activated values Activated emotions
Th e triggering events were 
external in origin, i.e. beyond 
the fi rm’s boundary

Protection of shareholder value Confusion: mixed feelings and 
uncertainty

SENS Cautionary Respect for the law and 
confi dentiality obligations

Confl icted:

• Required to maintain 
confi dentiality.

• inability to canvass 
shareholders

BDS action Universalism:

• treating everyone with 
respect

• non-judgemental regarding 
their lobbying argument.

Anxiety:

• Need to be liked/ maintain 
status as an ethical 
businessman in community

• Political choice vs economic 
rationale

• Moral choice (business 
peers vs social peers)

Community reaction Conformity Estrangement: Th e loss of 
reputation in his community

Potential reversal of a career-
defi ning deal

• Business Achievements
• Preservation of shareholder 

value

• Disappointment at the 
likelihood of having to lose 
a lucrative deal.

• Loss of face in the business 
peers

• Loss of shareholder value
Behavioural Strategy Outcomes

conversations achieve a few more minimises or 
eliminates errors and personal biases by obtaining 
diverse perspectives. It generates more in-depth 
insight into the problems and refi nes the views of 
the executive. By focusing attention, it can alter 
strategic direction when needed.

Ongoing strategic conversations further motivate 
people on who the fi rms depend to aff ect change 

because they were deeply involved with it. Lastly 
improves decision making because it eliminates 
relationship friction.

SUMMARY, RECOMMENDATIONS AND 
CONCLUSION 
Th is article proposes a values-based approach to 
behavioural strategy by integrating weakly-linked 
theories into a conceptual model. Th e objective 
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is to demonstrate that strategic behaviour is a 
messy interaction of personal values, emotions, 
attention, intention and rational cognitive 
frameworks including personality constructs and 
mental models. A cameo case is presented as a 
way to surface some of the issues. As the cameo 
case demonstrates, values sometimes occupy 
areas that cause ambiguity, equivocality and 
paradox, and that the options are seldom neatly 
and rationally resolved or traded.

How did Mr W miss the signs as an experienced 
CEO, well-established in community aff airs? 
Mr W demonstrated his appreciation of the 
signifi cant strategic opportunity that this 
acquisition created for his company. He was 
single-mindedly motivated by the transaction, 
adhered to a prescribed decision architecture, 
insisted on the viability numbers, the future 
stock market endorsement, the dependability 
of his partners and counterparties, and the JSE 
regulatory compliance. Th ese were all critical 
activities. However, the emotional elements which 
social and personal values generate, including his 
own, remained unnoticed. Th is is how the neglect 
of evaluating or explicitly accounting for value 
systems and cognitive schema used to arrive at the 
attentional processes in strategy creates selective 
attentionality.

No one claims that an ideal model exists that will 
eliminate these lapses in attention to what is not 
present. As the cameo demonstrated, experience 
and knowledge are insuffi  cient. It required a 
balanced sensitivity of what is noticed and what 
is obscured.

CEO’s and executive managers are valuable when 
they are consciously aware that bad decisions can 
be made rationally and that many good decisions 
are arrived at with psychosocial sensitivity. Our 
grasp as to why some managers are getting it right 
more oft en than others, remain inadequate. Oft en, 
we can appreciate the decisions of strategists only 
when we can stand in their shoes. Hopefully, the 
article will aid and improve how we perceive the 
nuances of strategic management when observing 
strategic behaviour. Moreover, to recognize that 
strategic management should advance to balance 
over reliance on positivistic rationality in theory 
and practice and embrace more constructivist 
behavioural qualities.
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ABSTRACT 
Mobile health applications enable users to manage 
their health proactively. Th ere seems to be a 
mismatch between the expectations of users and 
the designers responsible for the development 
of health applications. Also, the quality of these 
mobile health applications is not regulated as there 
is no legislation in place to guide the development 
of applications. Th e purpose of this study was 
to develop a conceptual framework that will 
improve the quality of mobile health applications. 
Th e study made use of a qualitative approach, by 
reviewing literature from diff erent authors who 
had previously investigated the quality of mobile 
health applications. Th e results showed there 
are system quality, service quality, information 
quality issues as well as user satisfaction issues 
that designers must take into consideration when 
designing mobile health applications. Th e study, 
therefore, recommends that the developers of 
the mobile health applications must work with 
health care specialists in order to ensure that the 
quality mobile health applications are of suffi  cient 
standard.

Keywords: Mobile health applications; quality; 
privacy; security

INTRODUCTION 
In 2016, the number of people that used 
smartphones in South Africa was 18.48 million 
people while this number is expected to increase 
to 25 million by 2022 (BusinessTech, 2018). Th e 
prevalence of smartphones has created a new 
market for health applications that assist users 
to monitor their own health. Smartphones cut 
across all income levels of society while health 

applications are available for all operating systems, 
such as Android, iOS, and Windows, which 
makes it a useful and effi  cient in assisting users 
with their health information needs (Portelli & 
Eldred, 2016).

Th ere are over 165 000 applications which are 
related to healthcare and available in online 
stores such as the Apple store or Google Play store 
(Waheed et al., 2017). Developers have designed 
and implemented applications for fi tness, 
nutrition, as well as for specifi c medical conditions 
and mental health applications (Arsand et al., 
2012). Th ese applications assist users to access 
health information and become more pro-
active about the management of their health 
conditions (Huzooree, Khedo, & Joonas, 2017). 
Typical functions of health applications include 
monitoring the severity of symptoms, indicating 
when treatment may be benefi cial, facilitating 
goal-setting, providing timely feedback to users 
and improving engagement in self-management 
strategies. However, to date, there is a lack of 
high-quality research that evaluates the quality 
of these health applications (Erasmus, Venter De 
Villiers & Phiri, 2018; Portelli & Eldred, 2016).

Kamel Boulos et al., (2014, p. 4) state that “quality 
is a strategic tool which should be used for 
sustaining and maintain a competitive advantage. 
Quality can be improved through structures and 
processes”. According to Huzooree et al. (2017) 
and Strudwick and McGillis Hall (2015) research 
on the quality of mobile technology is still in the 
early stages. Th e absence of a regulatory board that 
oversees the design and content of smartphone 
applications in the health fi eld means that these 

A CONCEPTUAL FRAMEWORK TO IMPROVE THE QUALITY OF 
MOBILE HEALTH APPLICATIONS 

Ms. Sibabalwe Maphukata
University of Fort Hare

East London, South Africa
E-mail: 201503340@ufh .ac.za

Prof. Liezel Cilliers
University of Fort Hare

East London, South Africa
E-mail: lcilliers@ufh .ac.za



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

99

applications may be more harmful than benefi cial 
to the user (Strudwick & McGillis Hall, 2015; 
Norris, Swartz, & Tomlinson, 2013).

Th e use of mobile health applications is based 
on the service quality of the application and the 
users’ satisfaction, the applications’ perceived 
usefulness, the costs involved, and the time 
taken to develop these applications (Erasmus, 
Venter De Villiers & Phiri, 2018; Alzahrani, 
Mahmud, Ramayah, Alfarraj, & Alalwan, 2017). 
Applications’ content and service delivery quality 
must be capable of providing users with the best 
information regarding their health conditions 
(Kamel Boulos, Brewer, Karimkhani, Buller, & 
Dellavalle, 2014). Th erefore, the purpose of this 
study was to develop a framework to improve 
the quality of mobile health applications. Th e 
study contributes to the literature in the fi eld of 
m-commerce and further provides developers in 
the health and fi tness industry with insight into 
how they can successfully design and market 
mobile health applications to infl uence consumers 
buying behavior.

Th e present paper is structured as follow: First, 
the empirical literature is discussed, followed by 
the theoretical grounding of the study and then 
the methodology that as followed. Th ereaft er the 
results from the literature review are presented, 
followed by the discussions and lastly, the 
framework is presented. Th e limitations and 
future research are discussed in the conclusion 
section.

LITERATURE REVIEW 
“Mobile health falls under the category of 
technologies which are used as devices such 
as computers, cellular phones, mobile health 
apps and user monitors for health services and 
information” (World Health Organization, 
2011, p. 1). Norris et al. (2013) state that mobile 
applications have provided users throughout the 
world with a new degree of control with regard to 
interacting with various businesses such as banks, 
online shopping, and hotel bookings. Users also 
expect this type of convenience when they access 
healthcare and their health information. In 
addition, health care has changed drastically in 
the past few years, with more users now taking 
responsibility for their own health care (West 

et al, 2012; Arsand et al., 2012). In developing 
countries like South Africa, healthcare providers 
use mobile health for education and awareness 
purposes (Cavalcante et al., 2013), remote data 
collection, remote monitoring, communication 
and training for healthcare workers, disease and 
epidemic outbreak tracking, and diagnostic and 
treatment support from the apps that the users 
make use of.

Users’ expectation of mobile health applications 
is growing. Unfortunately, developers of these 
applications have not met the expectations of 
users, which is one of the reasons that businesses 
are in a mobile engagement crisis. Th e mismatch 
between user requirements and what applications 
have to off er is evident as statistics show that 
one in four users will download and use an 
application only once (O’Connell, 2016). Recent 
studies propose that health applications can 
help empower users, extend users’ participation 
in medical decision-making and increase user 
satisfaction. For the applications to meet the 
users’ needs and expectations, they should 
be innovatively designed, developed and 
continuously improved in relation to a broad 
scale of user partners. Health applications range 
from weight-loss dietary information, to exercise 
and fi tness information, as well as women’s 
health. Health applications can be downloaded 
on smartphones, tablets and wearable devices 
such as fi tness trackers, and have grown into an 
ideal way for users to track their information 
through personal health records that are easy 
to understand. In addition, the information can 
be shared with medical professionals (Roque & 
Boot, 2018; Miller et al., 2014). Th e prevalence 
of mobile devices have contributed to the speedy 
growth in the expansion and improvement 
in terms of the development of more medical 
soft ware and applications in the healthcare sector 
(Ventola, 2014)

Mobile phones are designed to support multiple 
user-friendly interfaces for applications that 
are being developed. Despite the assistance that 
this mobile application off er for better health 
care, there needs to be some form of validation 
to ensure that the application off ers appropriate 
tools and content to ensure the safety and quality 
of the applications. Quality applications will 
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also improve the usability and convenience of 
the soft ware (Arsand et al., 2012). However, few 
regulations are in place to regulate the quality of 
health applications (Gao, Zhang, Yang, Wu, & Liu, 
2018). Th ere is also a limited number of studies 
on the quality of mobile health applications. 
Currently, most research concentrates on the 
prevalence of mobile health applications use and 
also the demographic specifi cations of the users 
(Smahel et al., 2017).

THEORETICAL GROUNDING 
Th e DeLone-McLean model for IS success was 
developed in 1992 by William H. DeLone and 
Ephraim R. McLean. Since then the model has 
been extensively used and evaluated by many 
authors (DeLone, & McLean, 2016; Alzahrani et 
al., 2017; Perez-Mira, 2010; Ojo, 2017; Strudwick 
& McGillis Hall, 2015). Th e model deduces that 
system quality is congruent with the information 
quality, which individually and jointly aff ects 
user satisfaction and ultimately the use of the 
applications (Petter, DeLone, & McLean, 2008). It 
also suggests that usability, and user satisfaction 
are interdependent, and are direct predecessors of 
individual impact which should relate to the way 
that users respond to the applications which they 
use for their healthcare (Alzahrani et al., 2017). 
System quality measures the required features of 
an information system such as the accessibility 
and usability. According to ISO/IEC 9126-1, 
usability is ‘‘related with attributes of the product 
that make it understandable, learnable, easy to 
use, and attractive” (Lee, Moon, Kim, & Mun, 
2015). Studies have measured these by looking 
at the following characteristics to determine 
the system quality of health applications: the 
simplicity of use of the applications; features 
of the applications; response time when 
making use of the applications, and fl exibility 
of the applications to best accommodate the 
user (Yu & Qian, 2018). Information quality 
includes deliverables such as content items 
and the features of the health application. 
Th ese deliverables include the correctness and 
accuracy of all medical information that will be 
provided on the applications (Petter et al., 2008). 
Information quality will be investigated through 
the correctness and usefulness of the information 
generated by the health applications (Alzahrani 
et al., 2017). Service quality is measured by the 

quality of maintenance and support given by 
the health application developer. Th ese include 
the assurance and speed of response to users’ 
queries, training, and information off ered by the 
applications which speaks to the usability and 
accessibility of the application (Yu & Qian, 2018). 
Service quality, in this study, will be assessed as 
the technical support which users receive from 
the application developer and the reliability of the 
overall functionality of the applications (Strudwick 
& McGillis Hall, 2015). Intention to use/Use: Th is 
is concerned with evaluating the way in which a 
health application is used (Odine, 2015). Studies 
have examined this by investigating the actual 
usage and the frequency of use. Th e usage of the 
applications will be examined to derive the users’ 
intention usage of these applications (Alzahrani et 
al., 2017; Yu & Qian, 2018). User satisfaction: Th is 
is considered to be the most signifi cant measure 
of system success and will be evaluated by user 
satisfaction (Petter et al., 2008; Yu & Qian, 2018).

METHODOLOGY 
A qualitative approach with inductive reasoning 
was applied to examine the literature. Th e research 
method that was used is a literature review with 
secondary sources. Literature from diff erent 
authors who have previously investigated the 
quality and usability of health applications was 
reviewed. Emphasis was put on the quality and 
the measuring tools in place for investigating the 
service quality of these applications (Huzooree 
et al., 2017). Th e literature was found from 
the library’s diverse electronic databases such 
as Academic Search Complete (EBSCOhost), 
SAGE Journals, ScienceDirect, etc. making use 
of a combination of search terms such as ‘health 
application’, ‘mobile health application’, ‘quality’, 
‘service quality’, ‘system quality’ and ‘information 
quality’ (Waheed et al., 2017). Th e literature 
was analysed making use of a combination of 
content and thematic analyses to provide a rich 
description of the various quality problems that 
have been reported for health applications.

SYSTEM QUALITY 
Usability and accessibility issues such as visual, 
auditory and mechanical characteristics of the 
health application tend to be the primary focus 
amongst application designers and content 
developers alike (Waheed et al., 2017). Th e 
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usability of the application needs to be basic 
enough so that all users are able to make use 
of them, failing which then more training and 
education about the various applications should 
be made available (Alzahrani et al., 2017). System 
features should be understandable regardless 
of which soft ware platform users download the 
application on. For example, if a person is using 
an Android and another an iPhone, they should 
both be able to use the application with ease 
(DeLone & McLean, 2016).

Th e second issue that must be considered is the 
system fl exibility. Th e application must allow the 
user to switch easily from diff erent platforms 
within the application. One of the diffi  culties 
when designing healthcare applications is 
connecting diff erent devices with various 
operating systems (Waheed et al., 2017). Some 
of the reasons for this interoperability problem 
is that the diff erent operating systems are not 
capable of communicating with each other, or 
there are confl icts in relation to data fi les or fi le 
sharing protocols and other technicalities among 
the various systems and devices.

INFORMATION QUALITY 
E-health literacy is defi ned as “the degree to 
which individuals have the capacity to obtain, 
process, and understand basic health information 
and services needed to make appropriate health 
decisions” (Olenja, 2003:61). Th e European 
Health Literacy Survey found that almost half 
of Europe’s citizens had a low level of e-health 
literacy (Kamel Boulos et al., 2014). Similarly, 
Otwombe et al., (2015) found that South African 
young adults also have limited e-health literacy 
that limits their ability to seek health information 
online. Th ese fi ndings impact the design of health 
applications directly as the developer must fi nd 
a way to present information that is concise in a 
format that is not diffi  cult to comprehend by the 
intended user. For example, Zamfi roiu (2014) 
and Hoehle and Venkatesh (2015) found that the 
volume of the information displayed on the health 
application can overwhelm and frustrate the user 
on a smaller mobile screen. Th is means that the 
design of information and how it is displayed 
will infl uence the attitude of the user towards the 
application.

Another problem is potential inaccurate and 
incomplete data which could potentially prove 
fatal and cost lives (Cardol, Rijken, & Van 
Schrojenstein Lantman-de Valk, 2012). Some 
applications give users permission to manually 
enter and edit their lifestyle and health information 
in advance before submitting the data to their 
treating clinicians. However, allowing users 
to manually log their information could cause 
problems because they may fail to comply with 
maintaining their logs, thus resulting in incorrect 
or incomplete information being submitted to 
clinicians (Cilliers, 2019). However, the problem 
can be solved through the use of sensors. Sensors 
could automate the logging process and make 
sure correct and complete information is logged 
(World Health Organization, 2011). However, 
Blobel et al., (2016) and Piwek et al., (2016) have 
found that measurements of wearable health 
devices may be inaccurate by as much as 25%. 
Users may also choose not to wear the sensory 
devices because they deem them as intrusive and 
a threat to their privacy or simply just forget to 
wear them (World Health Organization, 2011).

SERVICE QUALITY 
Service quality is measured by the quality of 
support provided by the health application 
developer (Strudwick & McGillis Hall, 2015). 
Th e content of the health application must also 
be trustworthy and reliable and training needs to 
be provided to users how to correctly make use 
of the health application (Mendiola, Kalnicki, & 
Lindenauer, 2015; Rahimi, Menear, Robitaille, & 
Légaré, 2017).

Service quality can also be measured through the 
attitude of the user towards the health application 
when they review the application. Positive 
feedback from users who have made use of the 
application will infl uence the intention of use by 
other users who are likely to want to download 
the mobile health applications (Evans et al., 2012; 
Hussein, Waringin, & Fikry, 2017).

Th e legislation to protect the personally identifi able 
information of users in a health application is still 
playing catch up in South Africa (Els & Cilliers, 
2017). Th e POPPI Act does provide guidance in 
the matter but is not specifi c enough to extend 
to health applications (Katurura & Cilliers, 2017). 
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In addition, the issue of who owns the data that 
is collected further complicates the matter at 
hand. In most cases the data is owned by the 
service provider of the application which may be 
in a diff erent country, which has its own privacy 
policy, then the user of the health application 
(Cilliers, 2019).

USER SATISFACTION AND INTENTION 
TO USE 
User satisfaction has been identifi ed as one of 
the main drivers of information system success. 
Shafi nah, Sahari, Sulaiman, and Mohd (2013) 
state that attitude is an important role in the 
intention of the use of mobile health applications. 
If users have a positive attitude, they tend to accept 
and use health applications. Th e users’ behavioral 
intention to use the application is based on the 
following factors that developers must take into 
consideration when designing the application: the 
perceived ease of use and perceived usefulness of 
the applications, and the perceived threat of the 
applications (Waheed et al., 2017).

A FRAMEWORK TO IMPROVE THE 
QUALITY OF MOBILE HEALTH 
APPLICATIONS 
Th e fi shbone diagram is a technique which is 
used for analyzing business processes and their 
effi  ciency. Th e primary goals of fi shbone diagram 

are to determining the core causes of a problem, 
focusing on a specifi c issue without resorting to 
complaints and irrelevant discussion and lastly to 
identify areas where there is a lack of data (Bose, 
2012). Th e diagram below was compiled from the 
literature review discussed in the previous sections 
and can be used by developers as a framework to 
improve the quality of mobile health applications.

BUSINESS IMPLICATIONS 
Mobile health applications has become a new 
market that will increase in revenue in the years 
to come. In order for health applications to be 
competitive, it must be designed in an appropriate 
manner. Th e framework will thus assist designers 
and developers to produce health applications 
that is useful, eff ective and effi  cient.

CONCLUSION 
Mobile health applications are speedily becoming 
the most important tools which both benefi t the 
users and practitioners in clinical practice. Th ese 
mobile health applications are very effi  cient 
and convenient, they are able to off er real-time 
information to the users about the various medical 
conditions that users might come across simply 
at the user’s comfort and private space, they 
assist with diagnosis for the users of the various 
diseases, these mobile health applications support 
users to better manage their medical conditions 

FIGURE 1: FRAMEWORK TO IMPROVE THE QUALITY OF MOBILE HEALTH APPLICATIONS
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throughout from the diagnosis, they also work as 
educational resources which help to minimize the 
use of textbooks and pamphlets for clinicians and 
users. One of the limitations of this research was 
that no primary data were collected to support 
the solution of this research problem. Th is may 
be considered for future research eff orts to collect 
primary data from both users and experts to 
evaluate the framework.
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ABSTRACT 
Multinational organisations face several 
challenges during the implementation of 
projects across country borders. Th ese projects 
are referred to as global projects and involve 
various stakeholders with diverse demands 
and requirements that need to be understood, 
balanced and managed. Despite challenges in 
managing stakeholders, global IT projects need 
to comply with several structures of governance 
during implementation. Th e objective of this 
study is to develop a conceptual framework for 
improving global IT project performance. Th e 
conceptual framework provides insight into how 
several types of governance through stakeholder 
management processes enhance global IT project 
performance. Th e methodology used was based 
on a literature review to understand the subject 
being researched. Th rough the literature review, 
the level of governance as well as the impact 
from a global perspective in managing various 
stakeholders were evaluated. Th is paper presents 
a description of four quadrants that constitute 
stakeholder management processes. Th e fi ndings 
indicate that corporate governance, IT governance 
and project governance should be implemented 
along with stakeholder management processes. 
An understanding of global infl uencing factors 
is also required. Th e proposed conceptual 
framework indicates the key features associated 
with global IT project performance in each 
quadrant.

Keywords: IT project governance; IT global 
project; project stakeholder; stakeholder 

management processes 

INTRODUCTION 
Th e increase in global projects for multinational 
organisations has highlighted the importance of 
understanding project stakeholder management 
and governance (Aaltonen, et al., 2004; 
Aaltonen, 2010; Alami, 2016; Ekung, Agu and 
Iheama, 2017). Global projects typically include 
stakeholders located across various country 
borders. Th ese stakeholders have diverse 
demands and requirements that need to be 
understood, balanced and managed in decision 
making to ensure the success of the global project 
(Aaltonen, 2010). Stakeholders play a signifi cant 
role in project success or failure (Bourne, 2005; 
Binder, 2016). Th erefore, managing stakeholders 
in any project has a major infl uence on project 
performance. Alami (2016) and Binder (2016) state 
that during the project life cycle, various factors 
add complexity to the management of global 
projects, such as diff erent time zones, diff erent 
languages, cultural diversity, distributed team 
coordination, political infl uence, legal infl uence 
and distant locations. Amid these challenges, 
the implementation of global projects should 
comply with a project management standard 
and adhere to project governance principles. 
Project governance in this instance addresses 
these challenges from a global perspective. In 
the global context, the role of project governance 
is to provide a decision-making framework 
that is logical and structured (Marnewick and 
Labuschagne, 2011; Muller and Lecoeuvre, 2014). 
Th e presence of a decision-making framework 
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enables the organisation to apply best practice 
processes of managing the project stakeholders. 
Th e literature reveals that IT projects are volatile 
(Karlsen and Gottschalk, 2004; Schwalbe, 2015), 
sensitive and specialised (Jiang and Klein, 2001; 
Van Grembergen and De Haes, 2015), have a 
high track record of failure (Baark and Heeks, 
1999; Yeo, 2002; Marnewick, 2013), are complex 
in nature (Imtiaz, et al., 2013), attract more risks 
(Baccarini, Salm and Love, 2004; Hajeer, 2012), 
have uniqueness and uncertainties (Varajao, 
et al., 2014) and therefore diff er substantially 
from other disciplines (Stepanek, 2005; Kumar, 
2014). Yet in reality, research on how to manage 
project stakeholders for global IT projects and the 
impact of IT project governance on stakeholder 
management has not received much attention 
(Lee, Blake and Baby, 2016; Von Schleh, 2017).

A conceptual framework is proposed for global 
IT project performance. Firstly, the concepts of 
corporate governance, IT governance and project 
governance are presented and linked to derive 
the concept of IT project governance. Secondly, 
the stakeholder management process is linked 
to IT project governance as well as within the 
global infl uencing factors context. Finally, the key 
fi ndings, managerial implications and conclusion 
of the study are presented.

Problem investigated 
According to the United Nations Conference 
on Trade and Development (UNCTAD) (2018), 
global IT projects contribute 8.7% to the total 
foreign direct investment. Th e 2018 UNCTAD 
report shows that the net cross-border value 
for information and communication projects 
was US$611 billion in 2017. Despite this global 
investment, literature has reported organisational 
failure to engage project stakeholders, ineff ective 
top management support and failure to adhere 
to project governance (Alami, 2016, Binder, 
2016; Muller and Lecoeuvre, 2014; Marnewick 
and Labuschagne, 2011). Amid these challenges, 
organisations that are investing in global IT 
projects do not have a clear understanding of 
how IT project governance through stakeholder 
management contributes to global IT project 
performance. Th e concept of project governance 
and stakeholder management practice has been 
widely studied in other fi elds but is limited in 

global IT projects (Anantatmula and Th omas, 
2010; Ntiyakunze, 2011; Ochieng, Price and 
Moore, 2013; Aapaoja and Haapasalo, 2014; 
Mossolly, 2015; Figueroa, 2015). Th e two research 
questions for this study were: In what way does IT 
project governance and stakeholder management 
practice infl uence global IT project performance? 
To what extent do IT project governance and 
stakeholder management practice infl uence 
global IT project performance?

Research objectives 
Th e aim of this study was to investigate and 
develop a conceptual framework for improving 
global IT project performance. Th erefore, the 
following specifi c objectives are discussed:

• Investigate diff erent levels of governance and 
the link with stakeholder management. 

• Identify the key stakeholders and the processes 
to manage the stakeholder. 

• Research relevant knowledge related to project 
stakeholder management practice and project 
management of global IT projects.

• Develop a systematic conceptual framework 
for project stakeholder management in global 
IT project governance.

LITERATURE REVIEW
Th e systematic literature review focused on 
exploring the understanding of governance, 
corporate governance, IT governance and 
project governance to formulate IT project 
governance. Secondly, the concept of stakeholder 
management was examined in relation to the 
various governance concepts. Lastly, governance 
and stakeholder management concepts were 
conceptualised in a global context to enhance IT 
project performance.

Governance 
Th e concept of governance has been presented by 
various scholars and international organisations 
in diff erent contexts, depending on the fi eld of 
study. Th e World Bank (2014) defi nes governance 
as “the process by which authority is conferred on 
rulers, by which they make rules, and by which 
those rules are enforced and modifi ed”. Th is 
defi nition is in a social and public context. From 
a business and management context, Turton, 
Hattingh, Maree, Roux, Claassen and Strydom 
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(2007:338) defi ne governance as “the process of 
informing decision-making that enables trade-off  
between competing users of a given resource so as 
to balance protection with benefi cial use in such a 
way as to mitigate confl ict, enhance equity, ensure 
sustainability and hold offi  cials accountable”. 
In addition, Too and Weaver (2014:1386) state 
that “the governance system defi ne the structures 
used by the organization, allocates rights and 
responsibilities within those structures and requires 
assurance that management is operating eff ectively 
and properly within the defi ned structures”. It can 
be inferred from these defi nitions that governance 
has the following characteristics:

• Governance provides certain group members 
with authority to enforce the rules. 

• Governance has a set of rules to govern and 
protect the interest of that particular group.

• Governance provides the process and 
mechanism to manage resources for the 
group.

• Governance aims to establish the 
accountability, rights and responsibilities of 
the group or society.

• Governance is the process and structure of 
decision-making.

Th erefore, elements of governance become a 
foundation to establish the objectives of having 
diff erent types of governance in the organisation. 
In a similar way, governance can now be defi ned 
as the structure and mechanism to govern 
the implementation of actions, processes and 
methods in order to meet all stakeholders’ needs.

Corporate governance 
Corporate governance is part of the general 
concept of governance. Zhao (2011) refers to 
corporate governance as the organisation’s internal 
structure that should be constructed and how the 
relationship of board of directors, management 
and shareholder is to be organised. Rezaee 
(2008) points out that corporate governance 
is the process infl uenced by the presence of 
best practices, listing standards, the company’s 
directors and other stakeholders within and 
outside of the organisation. Solomon (2007:14) 
proposes the defi nition of corporate governance 
as “the system of checks and balances, both internal 

and external to companies, which ensures that 
companies discharge their accountability to all their 
stakeholders and act in a socially responsible way 
in all areas of their business activity”. Th erefore, 
Solomon (2007) advocates that all stakeholders 
have an obligation to comply with corporate 
governance in the organisation. In this regard, 
stakeholders within a corporate governance 
structure play a huge role in deciding on the 
types of investments to be made for the benefi t of 
organisation growth.

IT governance 
IT is used by organisations to achieve goals 
highly effi  ciently and to propel the business to 
new heights (Khther and Othman, 2013). In a 
business environmental context, IT has become 
a vital component for successful business and 
organisation growth (Neto, De Luca Ribeiro and 
Santos, 2014) that has helped fi rms become highly 
competitive and effi  cient and remain productive 
(Mangalaj, Singh and Taneja, 2014). In addition, 
Mangalaj et al. (2014) reveal that the consistent 
use of IT by organisations has increased the need 
for implementing various governance structures 
and processes. Th erefore, IT governance aligns 
with the organisational strategy to meet the 
organisation’s objectives and to use the available IT 
resources effi  ciently (Wessels and Loggerenberg, 
2006; Omari, 2016). According to Weill and 
Rose (2004), IT governance is described as the 
mechanism for decision making and responsibility 
for IT usage. Similarly, Van Grembergen and De 
Haes (2015:32) noted that the presence of IT 
governance ensure the organisation to achieve 
its objectives by “ evaluating stakeholder needs 
(Evaluate), directing ,and delegating decision-
making roles, responsibilities, and processes 
in the organisation (Direct); and monitoring 
performance, compliance, and process against 
plans (Monitor)”. Th erefore, IT governance is 
not only for IT departments or IT professionals. 
Rather, it is part of corporate governance where all 
stakeholders are part of it. Recent research on IT 
governance reveals gaps between IT departments’ 
goals and other business units’ strategies to drive 
the organisation’s performance. Maere, De Haes 
and Von Kutzschembach (2017:4) maintain 
that failure of IT projects relates to “lack of 
shared domain knowledge between business and 
IT stakeholders, lack of shared understanding 
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and poor diff usion of IT governance practices 
in the organisation”. In addition, Marnewick 
and Labuschagne (2011) report that despite the 
importance of IT governance, organisations have 
failed to apply it.

Project governance 
Th e term “project governance” is used to describe 
the processes and policies that need to exist 
for the successful delivery of a project (Muller, 
2009; Too and Weaver, 2014). Bekker and Steyn 
(2009:91) propose a general defi nition of project 
governance as “a set of management systems, 
rules, protocols, relationships and structures that 
provide the framework within which decisions are 
made for project development and implementation 
to achieve the intended business or strategic 
motivation”. Other defi nitions have variously 
focused project governance as the creation of 
an accountability framework (Deenen, 2007), 
rules and regulations under which the project 
functions (Nistor and Beleiu, 2014), a sub-
set of corporate governance (Marnewick and 
Labuschagne, 2011; Too and Weaver, 2014) and 
a system of checks and balances that enable 
transparency, accountability and roles aiming to 
support project stakeholders in delivering their 
projects (Muller, 2009; Muller and Lecoeuvre, 
2014). In addition, the literature reveals that 
project governance outlines the relationship 
between internal and external stakeholders that 
are involved in the project (Deenen, 2007) in 
order to provide risk minimisation, transparency, 
division of ownership and control at project 
level (Muller, 2009:63). Th e Project Management 
Institute (PMI) (2016) provides guidance to 

organisations and practitioners on how to 
implement or enhance governance in portfolios, 
programmes and projects. Th is practice guide 
elaborates that project governance is achieved by 
defi ning and identifying the roles, responsibilities 
and accountability of all project stakeholders 
involved in the project. It is also clear that the 
organisation’s management team defi nes project 
governance in a document that sets out the roles 
and responsibilities for decision making for the 
project stakeholders (Muller and Lecoeuvre, 
2014; Bekker, 2015).

IT project governance 
According to Mahring (2002:5), IT project 
governance is “an organisational control of an IT 
project” in order to provide measures and actions 
pertaining to IT projects. Th ese actions include 
managing stakeholders related to the projects, 
demonstrating interest in the project and its results, 
providing inputs and informing others about the 
project (Schwalbe, 2015). Eff ective IT project 
governance relies on ensuring that investments 
in IT projects aim for business value, increase 
business growth, accomplish business strategies 
and mitigate risks that are associated with the 
implementation of IT projects (Too and Weaver, 
2014). Th erefore, the need for eff ective IT project 
governance and the necessary understanding 
of project stakeholder management aims at 
ensuring that business value and strategies are 
met (Bekker, 2014; Nistor and Beleiu, 2014; El-
Naway, Mahd, Badwy and Al-Deen, 2015). In 
this regard, IT project governance is a subset of 
corporate governance, IT governance and project 
governance. Figure 1 illustrates the diff erent types 

FIGURE 1: MODIFIED ALIGNMENT OF DIFFERENT TYPES OF GOVERNANCE 
SOURCE: MARNEWICK AND LABUSCHAGNE (2011) 
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of governance discussed earlier.

As fi gure 1 illustrates, the implementation of IT 
project governance requires a combination of 
corporate governance, project governance as well 
as IT governance. Th is also implies that IT project 
governance must align with corporate governance 
during implementation of IT projects.

Stakeholder management 
Freeman (1984:6) describes stakeholders as “the 
group of people who support the organisation to 
reach its goals and objectives”. Just as governance 
is important in a project as described earlier, 
stakeholders in a project are very important 
during the implementation of IT projects as well. 
According to the PMI (2017:550), a stakeholder 
in a project refers to “an individual, group, or 
organization that may aff ect, be aff ected by, or 
perceive itself to be aff ected by a decision, activity, 
or outcome of a project”.

Figure 2 provides a summary of the common 
attributes of a stakeholder in the organisation.

Stakeholder management in a project involves 
processes, techniques and tools to manage 

the stakeholders during the project life cycle. 
Stakeholder management’s objective is to ensure 
that any stakeholder that can impact the project 
positively or negatively is known, managed and 
involved in order to support project success 
(Aapaoja and Haapasalo, 2014; Cleland, 1986; 
PMI, 2017). Th erefore, stakeholders need to 
be known (identifi cation), planned and their 
impact understood (analysis), communicated 
with to meet the needs (engagement) and they 
must participate through assigned roles and 
responsibilities (monitoring) during the project 
(PMI, 2017; Association of Project Management 
(APM), 2006; International Project Management 
Association (IPMA), 2015).

Bridging stakeholder management and 
governance practices in IT project context 
Th e concepts of stakeholder and governance 
are twofold and closely connected. Stakeholders 
are involved in draft ing governance, but 
governance is put in place to guide and control 
the stakeholders in diff erent circumstances. 
According to Bourne (2005), stakeholder 
management is part of project governance and 
therefore also IT project governance. IT project 

FIGURE 2: ATTRIBUTES OF STAKEHOLDERS
SOURCE: AUTHOR
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governance cannot operate without the eff ective 
support of the organisation’s management team. 
Nistor and Beleiu (2014) reveal that adherence to 
project governance has a positive infl uence both 
on successful project management and successful 
stakeholder management. Figure 3 explains the 
relationship between corporate governance, IT 
governance, project governance and IT project 
governance.

Stakeholder management in a global IT project 
context 
Literature has cited complexities in managing 
global projects. Anantatmula and Th omas 
(2010), Alami (2016), Binder (2016), argue that 
global projects face many challenges because of 
global infl uencing factors related to stakeholders. 
Global projects implemented across borders 
are impacted by global infl uencing factors 
from the domestic country where the project is 
implemented and the foreign country where the 
project originates. Global infl uencing factors such 
as politics, legal factors, regulators, economic 
stability and cultural diversity bring complexities 
and challenges to manage global projects and 
become stumbling blocks for global IT project 
performance (Eberlein, 2008; Lee and Baby, 2013; 
Binder, 2016).

Political infl uence: In developing countries, 

political challenges such as changes in government, 
revolution, unstable government, political leader 
interference and less political stability have 
impacted global project implementation (Sahi, 
2009; Aarseth, Rolstadas and Andersen, 2011; 
Deng, Pheng and Zhao, 2014).

Legal infl uence: Legal challenges such as corrupt 
practices, intellectual property rights, local as 
well as foreign hiring practices, contractual 
negotiation style, vendor outsourcing, unfamiliar 
legal local environment and global business 
ethics impact global project implementation 
(Kwak, 2002; Lientz and Rea, 2003; Murphy, 2005; 
Anantatmula and Th omas, 2008; Birnleitner, 
2013).

Regulatory infl uence: Organisations operate 
in foreign countries by following rules, policies 
and procedures set by regulatory agencies. 
Regulatory agencies issue licences to allow 
foreign organisations to conduct business as well 
as invest in major projects. Th ese agencies enforce 
compliance circulars and Acts, which can include 
being able to approve the initiation of a project, 
or stop or reject a project on diff erent grounds 
(Akanni, Oke and Akpomieme, 2015).

Cultural diversity infl uence: Rodrigues and 
Sbragia (2013) point out that in global projects 

FIGURE 3: MODIFIED SKETCH OF IT PROJECT GOVERNANCE WITHIN AN ORGANISATION
SOURCE: ADAPTED FROM MAHRING (2002) 
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in which the project team consists of individuals 
from diff erent countries, each individual carries 
beliefs and values (culture) that can aff ect project 
performance. Cultural diff erences aff ect a number 
of factors in managing global projects, such as 
communication between the project team and 
project managers (Binder, 2016; Rodrigues and 
Sbragia, 2013; Ochieng and Price, 2010; Yitmen, 
2014), attitude between individuals (Oertig and 
Buergi, 2006), trust among project teams, cultural 
interactions, adaptability and motivations 
between project teams (Halverson and Tirmizi, 
2008; Stawnicza, 2016).

Economic infl uence: Global projects are likely to 
be impacted due to a number of economic factors 
for the hosting country, such as foreign currency 
exchange rate fl uctuation, decrease or withdrawal 
of project funding from the organisation’s foreign 
head offi  ce or foreign sponsor and fi nancial 
limitations to deploy resources. Changing or 
unstable economies might have an impact on the 
global project, such as tax structures for imported 
items, shift  in relative prices of resources needed in 
a project, trade restrictions for item importations, 
infl ation, interest rates and exchange rate (Miller, 
1992; Zhi, 1995; Li, 2009; Ciutiene and Meiliene, 
2015; Abyad, 2017).

Figure 4 highlights the impact of managing global 

infl uencing factors ineff ectively.

RESEARCH METHODOLOGY 
Th e study used a qualitative research approach. 
Th e aim was to explore and gain an understanding 
of a given phenomenon. A literature review was 
considered the appropriate technique to conduct 
bibliographic research through published 
materials as a primary source of information 
(Rowley and Slack, 2004; Valiela and Martinetto, 
2005). Content analysis provided textual 
information and systematic identifi cation of 
keywords to generate an understanding of the 
phenomenon (Mayring, 2000; Schreier, 2012). 
To ensure quality of content from the reviewed 
literature, the following process was used:

• Th e key concepts such as governance, 
stakeholder management, IT projects and 
global project were identifi ed to address the 
research questions. 

• Primary sources of information were 
identifi ed, such as Google Scholar search 
engine, the online university library, JSTOR 
online database and ScienceDirect online 
database. 

• Relevant articles from recognised international 
journals focusing on project management 
disciplines, international project management 

FIGURE 4: GLOBAL STUMBLING BLOCKS TO IT PROJECT PERFORMANCE
SOURCE: AUTHOR
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institutions, books and papers presented were 
reviewed. 

• In each relevant articles reviewed, the process 
of identifying the key concepts in the text 
was followed by marking and underlying the 
relevant information needed. 

• Creation of a spreadsheet for systematically 
recording of information from the reviewed 
literature was done by ensuring that all 
information are relevant to answer the 
research question

• Th e recorded information was linked to the 
research objectives to establish the relationship 
between diff erent concepts in order to make 
sense of them. 

• A coding frame was used to categorise the key 
narration of identifi ed concepts, description 
of contents and relevant arguments on 
the researched phenomenon. Systematic 
evaluation of collected textual material was 
grouped and arranged based on context and 
background. Th ese sources of information 
helped gain an understanding of the critique, 
argument and clarity of the problem.

Th ese processes were used to develop the 
conceptual framework. Th is conceptual 
framework links the stakeholder management 
process and levels of governance to enhance 
global IT project performance.

DEVELOPING CONCEPTUAL 
FRAMEWORK 
Th e conceptual framework formulation in 
this article links corporate governance, IT 
governance, project governance and global factors 
with stakeholder management. Stakeholder 
management provides an end-to-end information 
fl ow presented in terms of processes. A process 
is described as “alternative tasks that need to 
be performed in a certain situation” (Figl and 
Strembeck, 2014:132). Kirchmer (2009:4) suggests 
that for a process to drive high performance in 
the organisation, it needs to have the following 
elements: “person(s)/entity (entities) involved in 
the process, the kind of information needed in the 
process, sort of deliverables in the process and the 
manner logical sequences are carried out”.

Project management governing institutions have 
suggested various stakeholder management 
processes. Th e processes include stakeholder 
identifi cation, stakeholder analysis, stakeholder 
engagement and stakeholder monitoring (PMI, 
2017; APM, 2006; IPMA, 2015). Th e processes 
are presented in terms of quadrants in order to 
create a complete circle of the framework. Figure 
5 shows the stakeholder management processes 
in each quadrant.

Quadrant 1: Stakeholder identifi cation 
When an IT project is initiated, stakeholder 
identifi cation is conducted to ensure that the 

FIGURE 5: STAKEHOLDER MANAGEMENT PROCESSES
SOURCE: AUTHOR
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key stakeholders are identifi ed early on from 
each governance structure as well as from the 
global infl uencing factors. Identifi cation of which 
governance structures exist in the organisation 
is vital to ensure that all key stakeholders are 
identifi ed and selected in all governance structures 
within the domestic and foreign countries. During 
stakeholder identifi cation, a stakeholder register 
is created. Th is documents the key stakeholders 
as well as their roles and responsibilities in the 
project (PMI, 2017).

Table 1 summarises the key stakeholders in 
each governance structure as well as the inputs 
and performance indicators expected during 
stakeholder identifi cation for global IT projects.

Quadrant 2: Stakeholder analysis 
Stakeholder analysis is conducted aft er stakeholder 
identifi cation has led to the creation of a register 
which is updated to analyse the stakeholders’ 
attributes regarding their engagement in a 
project. During stakeholder analysis, stakeholder 
attributes such as power, interest, legitimacy and 
urgency are analysed both through governance 
structures as well as through global factors in 
order to determine their impact on the project.

Table 2 summarises the key stakeholders in 
each governance structure as well as the inputs 
and performance indicators expected during 
stakeholder analysis for global IT projects.

Quadrant 3: Stakeholder engagement 
Once all the relevant stakeholders have been 
analysed to understand what infl uence they 
have on the project, the project manager engages 
with the relevant identifi ed stakeholders. During 
stakeholder engagement, the project manager 
starts incorporating stakeholders to participate 
in the initiatives, document their requirements, 
assign them roles and responsibilities, establish 
the relationship, seek commitment and work with 
them in order to get their support. Th erefore, for 
eff ective project performance, organisational 
leadership or the project manager ensures that 
the timely engagement of stakeholders is a key 
priority in managing the projects. Managing 
stakeholder engagement for global IT projects is 
vital for increasing performance. Failure to do so 
triggers delays, confl icts and misunderstanding, 
which impact on performance. Th e outcome 
of managing stakeholder engagement will be 
increased positive support and minimised 
resistance. Table 3 summarises the key 
stakeholders in each governance structure as 
well as the inputs and performance indicators 
expected during stakeholder engagement when 
implementing global IT projects.

Quadrant 4: Stakeholder monitoring 
Despite engaging the stakeholders in the 
early stages of a project, constant follow-up, 
accountability, communication and collaboration 
with the relevant stakeholders are crucial for 

TABLE 1: STAKEHOLDER IDENTIFICATION IN VARIOUS GOVERNANCE LEVELS AND IN GLOBAL 
CONTEXT 

Governance Stakeholders Inputs Performance Indicators

Corporate 
governance

Board of directors • Identify the existence 
of governance in the 
organisation

• Identify key 
stakeholders

• Identify roles and 
responsibilities of each 
type of governance as 
well as key stakeholders

• Timely identifi cation of 
all stakeholders

• Proactively knowing 
roles and responsibilities

• Cleary knowing the 
infl uencers of a project

• Developed stakeholder 
register

Board committees
Executive committee

IT 
governance

IT steering committee
IT project sponsor

Project 
governance

Project steering 
committee

Project manager

Global 
factors

Cultural diversity team
Political infl uencers

Legal infl uencers
Economic infl uencers
Regulatory infl uencers
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project performance. Th erefore, closer and 
continuous monitoring of the relationship is 
key to all levels of the governance structure to 
ensure constant participation. Th e fourth process 
in stakeholder management is monitoring 
stakeholder engagement. In the global context, 
the project manager ensures that eff ective 
coordination and good relationships with external 
stakeholders are properly managed.

Table 4 summarises the key stakeholders in 
each governance structure as well as the inputs 
and performance indicators expected during 
stakeholder monitoring for global IT projects.

Global IT project performance 
Project performance requires activities or 
application of knowledge and skill to ensure that 
the project is on track. According to Barclay and 
Osei- Bryson (2010) and Nalewaik and Mills 
(2017), project performance involves an ongoing 
review exercise to determine the effi  ciency and 
eff ectiveness of project activities leading to the 
required results. Global projects involve diff erent 
global teams from diff erent countries, with 
multinational cultural diversities, using diff erent 
languages and performing project activities in 
diff erent time zones (Mossolly, 2015; Alami, 
2016; Binder, 2016). Th erefore, ensuring global 

TABLE 2: STAKEHOLDER ANALYSIS IN VARIOUS GOVERNANCE LEVELS AND IN GLOBAL CONTEXT

Governance Stakeholders Inputs Performance Indicators

Corporate 
governance

Board of directors • Analyse the infl uence 
of the existing 
governance in the 
organisation

• Analyse key 
stakeholders’ infl uence 
in the project

• Analyse the potential 
impact of the 
identifi ed roles and 
responsibilities of key 
stakeholders

• Internal and external 
stakeholders’ impact 
analysed

• Stakeholders’ power, 
interest and infl uence 
analysed

• Stakeholders’ impact 
matrix developed

Board committees
Executive committee

IT 
governance

IT steering committee
IT project sponsor

Project 
governance

Project steering 
committee

Project manager

Global 
factors

Cultural diversity team
Political infl uencers

Legal infl uencers
Economic infl uencers
Regulatory infl uencers

TABLE 3: STAKEHOLDER ENGAGEMENT IN VARIOUS GOVERNANCE LEVELS AND IN GLOBAL 
CONTEXT

Governance Stakeholders Inputs Performance Indicators

Corporate 
governance

Board of directors • Engage the relevant 
stakeholders in each 
governance level

• •Understand their 
requirement by 
engaging them directly

• Manage stakeholders 
by assigning roles and 
responsibilities

• Early participation of 
stakeholders

• Proactively 
assigning roles and 
responsibilities and 
becoming part of a 
project

• Early top management 
support

Board committees
Executive committee

IT 
governance

IT steering committee
IT project sponsor

Project 
governance

Project steering 
committee

Project manager

Global 
factors

Cultural diversity team
Political infl uencers

Legal infl uencers
Economic infl uencers
Regulatory infl uencers
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IT project performance requires adherence to 
the essentials of project governance (Ekung 
et al., 2017), interaction among project teams 
(Kumar, 2014), monitoring of global factors such 
as cultural diversity, legal infl uence, political 
infl uence, economic factors and regulatory 
infl uence (Binder, 2016) and attention to regular 
communication with key stakeholders (Ochieng 
et al., 2013).

In developing the conceptual framework in 

fi gure 6, stakeholder management processes are 
highlighted. To ensure that key stakeholders 
are managed in global IT projects, the project 
manager uses each quadrant to manage the key 
stakeholders from all governance levels as well 
as the identifi ed global infl uencing factors. Th e 
key outputs from each quadrant to measure 
the project performance are presented in the 
conceptual framework. Th ese key outputs for 
project performance tracking of the global IT 
project consist of the following key aspects:

TABLE 4: STAKEHOLDER MONITORING IN VARIOUS GOVERNANCE LEVELS AND IN GLOBAL 
CONTEXT

Governance Stakeholders Inputs Performance Indicators

Corporate 
governance

Board of directors • Monitor the 
engagement of relevant 
stakeholders through 
communication

• Monitor the 
engagement of 
stakeholders by 
building good 
relationships

• Monitor stakeholders’ 
participation in the 
assigned roles and 
responsibilities

• Eff ective coordination 
among stakeholders

• Good relationships 
among stakeholders

• Eff ective 
communication among 
stakeholders through 
reporting and eff ective 
meetings

Board committees
Executive committee

IT 
governance

IT steering committee
IT project sponsor

Project 
governance

Project steering 
committee

Project manager

Global 
factors

Cultural diversity team
Political infl uencers

Legal infl uencers
Economic infl uencers
Regulatory infl uencers

FIGURE 6: CONCEPTUAL FRAMEWORK TO ENSURE GLOBAL IT PROJECT PERFORMANCE THROUGH 
EFFECTIVE STAKEHOLDER MANAGEMENT
SOURCE: AUTHORS’ OWN CONSTRUCTION
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Quadrant 1: Identifying local and global key 
stakeholders in good time and proactively 
identifying their roles and responsibilities. Th is 
contributes to eff ective understanding of both 
local and global stakeholders.

Quadrant 2: Analysing the potential impact of 
stakeholders’ interest, infl uence and power. Th is 
contributes to eff ectively analysing local and 
global key stakeholders’ attributes.

Quadrant 3: Engaging local and global key 
stakeholders in good time and proactively 
assigning their roles and responsibilities. Th is 
contributes to eff ectively engaging all key 
stakeholders.

Quadrant 4: Eff ectively coordinating all local 
and global key stakeholders, building a good 
relationship and obtaining the participation of 
top management. Th is contributes to eff ective 
support from key stakeholders.

Figure 6 shows the fi nal conceptual framework 
for global IT project performance.

Findings 
Having governance in place without stakeholder 
management processes or vice versa cannot help 
IT projects to perform better. Project managers 
should know who the stakeholders within the 
governance structures are and utilise them for 
proper project delivery. Th e developed conceptual 
framework shows that the IT project managers, 
Chief Information Offi  cers can use as a guide to 
manage the relevant stakeholders in managing 
global IT project.

Managerial implications 
Th e conceptual framework derived in this study 
enables IT project managers and other senior 
management to focus on the key stakeholders 
in each level of governance structure. Th is 
conceptual framework also helps to determine 
the key stakeholders’ input required from each 
level of governance in order to achieve the project 
objectives in a global context. Th e key inputs 
suggested from each governance structure require 
a user of this conceptual framework to understand 
which key stakeholders should be considered, 
their roles and responsibilities as well as their 

contributions to improving global IT project 
performance. Th ese criteria, once followed, will 
bring about performance improvement in a 
global project context.

CONCLUSION 
In conclusion, the reviewed literature provides 
an understanding of governance as well as the 
stakeholder management process. A conceptual 
framework was proposed that should be 
used to manage the stakeholders in order to 
improve global IT project performance. Th e 
conceptual framework is developed through 
literature review. Th is conceptual framework 
suggests that stakeholders in each governance 
structure should ideally be jointly managed 
through proper processes such as identifi cation, 
analysis, engagement and monitoring. In each 
process, understanding the stakeholders, their 
roles and responsibilities and their contribution 
in the project plays a role in improving the 
performance of the global IT project. However, 
further validation of the conceptual framework is 
required through data collection for both private 
and public sectors. Th e main idea is to achieve 
validity by interviewing practitioners and experts 
at their workplace for ongoing and implemented 
global IT project.
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ABSTRACT 
Just as industry leaders across the globe are 
overwhelmed by the speed of change, locally, life 
insurance leaders must navigate the changing 
landscape and tough economic conditions. 
A deeper understanding of the mechanics 
and anticipated consequences of the Fourth 
Industrial revolution points to the need for a 
dual focus from incumbent life insurers: digital 
transformation to stay abreast of technological 
changes and retain relevance, and digital 
innovation to exploit the opportunities off ered by 
the evolving technological landscape and remain 
at the forefront of systemic disruption. Th e study 
investigates the current state of the four key 
features of ambidextrous organisations within 
this context and, in particular, the extent to which 
they align and therefore the ease with which 
life insurance organisations might transition 
to this model. Data were collected from twelve 
participants purposively selected from a range of 
large, medium, and start-up insurers. Th e analytic 
process used an established data analysis spiral 
method. Th e fi ndings show that gaps exist across 
all four features of an ambidextrous organisation: 
organisational vision, organisational structure, 
organisational culture, and leadership capabilities. 
Recommendations to address these shortcomings 
are presented.

Keywords: ambidextrous organisation; digital 
technology; Fourth Industrial Revolution; life 
insurance 

1. INTRODUCTION 
Social and economic development have 
been shaped by three distinct technological 
breakthroughs over the past 300 years – steam 
power, electrical power and computing power 
(Dombrowski & Wagner, 2014; Schwab, 2016b). 
Fift y years into the Digital Revolution, a transition 
toward the Fourth Industrial Revolution (4IR) is 
beginning to emerge where digital technology 
innovations across a broad range of fi elds and 
applications are beginning to coalesce. Th e 
rapidly changing life insurance environment 
suggests that insurers are facing the Volatility, 
Uncertainty, Complexity and Ambiguity (VUCA) 
phenomenon which is becoming increasingly 
acknowledged in leadership literature (Bennett 
& Lemoine, 2014; Horney, Pasmore, & O’Shea, 
2010; Lawrence, 2013). Th is technology-induced 
VUCA introduces a potentially overwhelming 
challenge for life insurance leaders who are 
struggling to defi ne ways to retain relevance and 
sustained organisational success (Brynjolfsson & 
McAfee, 2015). Just as industry leaders across the 
globe are overwhelmed by the speed of change, 
locally, life insurance leaders must navigate 
the changing landscape and tough economic 
conditions, whilst balancing the seemingly 
intractable challenge of appeasing untrusting, 
discontented and disconnected customers.

Th e 4IR is a powerful movement that diff ers 
from previous industrial revolutions in both the 
breadth and complexity of emerging technological 
advancements and the means by which humans 
apply these technologies. Th e lack of precedent 
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has created an uncomfortable and ambiguous 
space for business leaders and the failure to adapt 
has initiated negative global economic trends that 
are expected to be painfully amplifi ed through 
job losses and increased inequality in the near 
future should change remain elusive. A deeper 
understanding of the mechanics and anticipated 
consequences of the 4IR points to the need for a 
dual focus from incumbent life insurers: digital 
transformation to keep up with technological 
changes and retain relevance, and digital 
innovation to exploit the opportunities off ered 
by the evolving technological landscape and 
remain at the forefront of systemic disruption. 
Organisational ambidexterity is off ered as a means 
to achieve this dual focus with four key features 
as development areas: a compelling vision; 
structural independence of emerging business 
units coupled with senior leadership integration; 
a leadership team that is able to simultaneously 
adopt forward- and backward-looking mindsets; 
and a multi-layered organisational culture that 
supports both error avoidance in established 
units and experimentation in emerging units. Th e 
study explores the South African life insurance 
industry through the lens of the ambidextrous 
organisational model.

2. LITERATURE REVIEW 
2.1 Th e 4IR and the South African life insurance 
industry 
Th e life insurance industry is globally 
acknowledged as being slow to respond to 
innovation, and yet it has remained remarkably 
resilient. Th is has been ascribed to the 
sheltering eff ects of a set of distinctive industry 
protection mechanisms, including high capital 
requirements, complexity, dense regulation, 
highly specialised skillsets and carefully honed 
distribution networks (Catlin & Lorenz, 2017). 
However, unlike the Th ird Industrial Revolution, 
which introduced simple digitisation, the Fourth 
Industrial Revolution is beginning to introduce 
innovations which are cross-sectoral, based 
on combinations of technologies, and promise 
signifi cant systemic impact (Schwab, 2016b). Th e 
protection off ered by deep pockets and complex 
operations is weakening as 4IR technologies 
off er novel solutions at reducing costs, and as a 
result, the risk of failing to eff ectively respond to 
this oncoming revolution provides a signifi cant 

threat to the survival of existing players and 
the thousands of employees that rely on them. 
Th ere are already early signs that the industry 
is not impenetrable with the evolution of local, 
disruptive, digital insurance propositions like 
Click2Sure, Root and Simply Financial Services, 
as well as the expansion by technology giants 
into insurance including Google, Amazon and 
Alibaba.

Recent fi nancial media indicate that InsurTech, 
the insurance-focused arm of the broader FinTech 
movement, is one of the key trends expected in 
South Africa during 2018 and 2019 (Banderker, 
2019; Money Marketing, 2019; Timm, 2018). 
However, industry experts acknowledge that the 
majority of innovation that has been experienced 
to date has emanated from the non-life insurance 
industry, with its life insurance counterparts 
lagging signifi cantly (Catlin, Lorenz, Nandan, 
Sharma, & Waschto, 2018). Nevertheless, counter 
to the perception of an industry that avoids 
technology, insurance companies in South Africa 
and the world over have been seeking to drive 
digital capabilities in their businesses by leveraging 
technologies like large scale data analytics, the 
internet of things, artifi cial intelligence, machine 
learning and wearable devices (Bose & Bastid, 
2018; Bughin, Catlin, Hirt, & Willmott, 2018; 
Camarate, Smit, Rooyen, & Andrew Chimbuya, 
2017; Catlin et al., 2018; Davis, 2016; Kane, Palmer, 
Phillips, Kiron, & Buckley, 2015; Willmott & Jose, 
2015). However, the sheer breadth and volume of 
new technologies that appear to be continuously 
arising, is overwhelming and the result is an 
industry that has cultivated several peripheral 
innovations but has failed to shift  its fundamental 
business model or its prevailing organisational 
appetite for change.

2.2 Th e ambidextrous organisation model 
Many models address the challenge of sustained 
success by proposing acquisition, spinning off  
an independent organisation (Christensen, 
1997; Christensen & Overdorf, 2000) or a 
range of theoretical frameworks that have been 
retrospectively fi tted to successful organisational 
journeys (Anthony, Gilbert, & Johnson, 2017; 
Baghai, Coley, & White, 1999; Ismail, Malone, 
& Geest, 2014; Reeves, Hannaes, & Sinha, 2015). 
Tushman and O’Reilly (1996) provide a practical 
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and proven means to do this within organisational 
boundaries in their conceptualisation of the 
ambidextrous organisational model (AOM) 
that has since (re)emerged as a compelling, new 
research paradigm (Adler et al., 2009; O’Reilly 
& Tushman, 2013; Raisch, Birkinshaw, Probst, 
& Tushman, 2009; Sinha, 2016; Smith, Binns, & 
Tushman, 2010; Smith, Lewis, & Tushman, 2016).

Ambidexterity “challenges the widely held 
assumption that innovation and effi  ciency are 
orthogonal and trade-off s must always sacrifi ce 
one for the other” (O’Reilly & Tushman, 2008, 
p. 202). It provides a practical and proven 
solution which enables businesses to pioneer 
disruptive innovations while continuing to 
pursue incremental gains (O’Reilly & Tushman, 
2004, 2008, 2011, 2013; Raisch et al., 2009; Smith 
et al., 2010; Tushman & O’Reilly, 1996). Put 
simply, Tushman and Euchner. (2015) describes 
this as developing a dual focus where the “fi rst 
is to exploit the existing strategy and second is 
to explore an uncertain future” (p. 16). Sinha 
(2016) further contends that ambidextrous 
capabilities off er organisations an eff ective means 
to respond to increasingly VUCA environments. 
In understanding the environments in which 
ambidexterity is most advantageous and linking 
to traditional competitive strategy literature 
(Casadesus-Masanell, 2014; Porter, 1996), O’Reilly 
and Tushman (2008) explain that an ambidextrous 
design is optimal where new opportunities are 

both strategically important and benefi t from 
leveraging the organisation’s existing assets and 
capabilities. Figure 1 provides an illustration of 
the diff erent organisational design options which 
are suited to diff erent combinations of strategic 
importance and operational leverage.

2.3 Characteristics of ambidextrous 
organisations 
Th e key features of ambidextrous organisations 
are illustrated in Figure 2.

2.3.1 A clear, compelling and well-articulated 
vision that justifi es the dual focus or ambidextrous 
form 
Th is vision provides a strategic anchor that 
aligns the diff erent demands of evolutionary 
and revolutionary businesses. In their work on 
leading proactive punctuated change rather than 
being forced to respond to reactive punctuated 
change initiated by crisis or revolution, Tushman, 
O’Reilly and Harreld (2015) note the importance 
of a “fi rm-wide strategic renewal” articulated 
through an “emotionally engaging vision” (p. 
262). O’Reilly and Tushman (2008) explain that 
this overarching vision is what enables employees 
involved in legacy or exploitative business 
activities and those involved in emerging or 
explorative activities to form a common identity 
even whilst pursuing diff erent business strategies. 
Th is is pivotal to promoting trust, cooperation and 
a long-term perspective (O’Reilly & Tushman, 

FIGURE 1. STRATEGIC ORGANISATIONAL DESIGN MATRIX (ADAPTED FROM O’REILLY & TUSHMAN, 
2008) 
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2011) and should be regularly communicated 
and reinforced across the business (O’Reilly 
& Tushman, 2008). In addition to frequent 
verbal reaffi  rmation of the vision, Sinha (2016) 
emphasises the importance of regular posturing 
by the senior executive team in order to reinforce 
the importance of both operational excellence 
and innovation eff orts.

2.3.2 Structurally independent organisational 
architecture for existing and emerging business 
units integrated into the senior management 
hierarchy 
Th e fundamental rationalisation for the 
ambidextrous organisational form as opposed 
to spinning out a separate entity is to enable 
experimentation but also importantly to enable 
the emerging business units to leverage shared 
assets that they would not otherwise have access 
to (O’Reilly & Tushman, 2008). “Th e tight 
coordination at the managerial level enables the 
fl edgling units to share important resources from 
the traditional units—cash, talent, expertise, 
customers, and so on—but the organisational 
separation ensures that the new units’ distinctive 
processes, structures, and cultures are not 
overwhelmed by the forces of ‘business as 
usual’” (O’Reilly & Tushman, 2004, p. 3). Smith 
et al. (2010) describe the structural competency 
paradoxes that exist when looking to undertake 
both exploitative and exploratory activities 
and therefore the need to create structurally 
independent existing and emerging units.

Tushman (2017) further emphasises the 
importance of both structural ambidexterity 
and contextual ambidexterity where structural 
ambidexterity is enacted through creating 
clear, physical diff erentiation between existing 
and emerging units and ensuring that they are 
integrated only at a senior management level 
and contextual ambidexterity exists where all 
individuals throughout the fi rm carry the tension 
between exploitative and exploratory activities, 
and is typically culturally enabled (Adler et al., 
2009; O’Reilly & Tushman, 2013; Smith et al., 
2010; Tushman, 2017). Although architecturally 
simple to understand, Tushman (2017) highlights 
that the diffi  culty in executing both structural and 
contextual ambidexterity stems from assembling 
a leadership team who is able to eff ectually deal 
with contradiction and inconsistency and hence 
sustain the structures and cultures required. In 
the longer-term, ambidextrous organisations have 
been found to be both sustainable and provide 
superior value creation (O’Reilly & Tushman, 
2008, 2013).

2.3.3 An organisational culture that is 
simultaneously tight and loose 
Enabling organisational cultures are vital given 
the powerful force of cultural inertia generated 
within incumbent organisations that become 
institutionalised and can inhibit innovation and 
change (Adler et al., 2009; O’Reilly & Tushman, 
2008, 2011, 2013; Raisch et al., 2009; Tushman, 
2017; Tushman & O’Reilly, 1996). Th erefore, 
the success of ambidexterity relies on these 

FIGURE 2. THE AMBIDEXTROUS ORGANISATION
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organisational social controls and organisations 
need to develop coherent alignment between 
the ambidextrous architecture and the cultures 
that support it. Tushman and Euchner (2015) 
describe an evolutionary culture as “a culture 
of not making any mistakes; it’s a culture of 
discipline; it’s a culture of process” (p. 18) 
whereas the revolutionary culture is “one of risky 
experimentation; one where people are willing to 
make a bunch of mistakes, to learn quickly from 
them, and to make big changes” (p. 18). Structural 
ambidexterity enables these contrasting culture 
types to be both physically and culturally separated 
and ensures that strategic integration occurs only 
at the senior leadership level. Th erefore, while 
staff  within the distinctive units are immersed 
within their particular culture, the leadership 
team needs to be able to carry and maintain these 
distinctive cultures (Adler et al., 2009). Tushman 
and O’Reilly (1996) note that “actively managing 
organisation cultures that can handle both 
incremental and discontinuous change is perhaps 
the most demanding aspect in the management 
of strategic innovation and change” (p. 24).

2.3.4 Senior executives who are capable of 
adopting both backward- and forward-looking 
mindsets 
Th e lynchpin of an ambidextrous organisation is 
a senior leadership team whose ability to balance 
and integrate the paradoxical requirements of 
the established and emerging business activities 
ratifi es the distinctive structure, culture and vision. 
Smith et al. (2010, 2016) link this to being able to 
utilise a “both/and” approach to strategic tension 
as opposed to “either/or”. Similarly, Sinha (2016) 
suggests that this way of operating aligns with a 
“divergent-convergent decision making process” 
(p. 36) that strengthens senior executives’ ability 
to evaluate projects that are both evolutionary 
and revolutionary. O’Reilly and Tushman (2008, 
2011) specifi cally note the confl ict that inevitably 
arises as established and emerging units compete 
for resources. Research demonstrates that mixed 
signals from the senior leadership team can 
lead to increased confl ict and less information 
exchange which produce a constraint on agility 
and the ability to adapt to change (O’Reilly & 
Tushman, 2008). USA Today and Ciba Vision are 
examples of companies that successfully shift ed 
to an ambidextrous organisational model but 

were required to dismiss 40 and 60 percent of 
their executive team respectively in the process 
(O’Reilly & Tushman, 2004, 2008).

Whereas system-wide change is owned and 
initiated by senior leadership through their 
consistent and united endeavours to inspire and 
challenge their staff , the change is ultimately 
“executed through an extended social movement” 
(Tushman et al., 2015, p. 252). Th is confi rms the 
importance of an aspirational vision but more 
pertinently emphasises the substantial weight on 
the leadership team to craft  this vision and twin 
cultures, to ensure that these are deeply entrenched 
and enacted throughout the organisation in order 
to achieve execution and advancement.

2.4 Enabling digital transformation and 
innovation in the life insurance industry 
Like the dual focus between evolutionary and 
revolutionary change required to avoid creative 
destruction and achieve sustainable success 
(O’Reilly & Tushman, 2004; Sinha, 2016; 
Tidd, Bessant, & Pavitt, 2005; Tushman, 2017; 
Tushman & Euchner, 2015; Tushman & O’Reilly, 
1996), ambidextrous organisational theory 
can be applied in the life insurance industry to 
achieve both digital transformation and digital 
innovation in response to both incremental 
and radical changes initiated by the 4IR. Th is 
theoretical framework is particularly suited to 
incumbent life insurers as it proposes a practical 
and empirically validated means for existing and 
well-established organisations to achieve deep-
rooted change and avoids the trap of attempting 
to replicate the practices or business models of 
new and evolving digital enterprises that operate 
free from legacy systems and institutionalised, 
risk-avoiding cultures. By modifying their 
organisational structures and practices to align 
with the vision, organisational architecture, 
leadership capabilities and organisational culture 
of ambidextrous organisations, life insurers can 
position themselves to sustain success in their 
established operations while simultaneously 
driving systemic change and retaining relevance 
in a rapidly changing business landscape.

3. RESEARCH PROBLEM 
As the literature notes, the 4IR is emerging as 
the next wave of creative destruction that is 



128
WWW.IBC-CONFERENCE.COM

challenging the strategies and practices that 
business leaders have employed to achieve 
success. Th e means to break this cycle and 
achieve sustained success is through averting 
a bias towards incremental optimisation and 
cultivating an ability to balance both exploitative 
and exploratory activities. Accordingly, the study 
seeks to examine the AOM as a potential and 
practical solution to this challenge. Th e objectives 
of this study are:

• to investigate the current state of the four 
features of the AOM within the life insurance 
industry this context; 

• to examine the extent to which the four features 
of the AOM align within these organisations; 

• to establish the ease with which life insurance 
organisations might transition to this model. 

4. RESEARCH METHODOLOGY 
Th e research adopted an exploratory qualitative 
approach. Flick (2009) suggests that exploratory 
studies seek to delve into a phenomenon in search 
of understanding and are particularly useful when 
little is known about the phenomenon that is true 
of this study. A qualitative approach was used to 
gather data as the purpose of the research was to 
describe, explain, and explore (Leedy & Ormrod, 

FIGURE 3. INTERVIEWEES BY COMPANY AND COMPANY SIZE

FIGURE 4. INTERVIEWEES BY ROLE TYPE
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2019). Th is purpose aligned well with the intent of 
this study. An inductive approach complemented 
the qualitative research and exploratory design 
and was used to synthesise the data collected to 
formulate meaning.

4.1 Sample selection 
With regard to determining the breadth and 
number of individuals to interview, Leedy 
and Ormrod (2019) off er suggestions to guide 
decision-making. With these suggestions in 
mind, the following bounds were applied to 
the selection criteria for the study: Participants 
were selected from a range of organisations in 
terms of the organisation’s level of technology 
engagement, as evidenced by publicly available 
information. Although the research focussed 
on executive-level decision-making, interviews 
with subordinates were included from each 
organisation where possible. Interviews were 
also conducted with those that were directly 
involved in technology advancement within 
the organisation as well as those that were not; 
and, in order to formulate a broad, contextual 
view of the industry, participants were selected 
from both large, established insurers as well as 
smaller, emerging insurers. In their analysis to 
determine the optimal sample size when using 
non-probabilistic sampling, Guest, Bunce and 
Johnson (2006) show that 12 interviews provide 
data saturation. Th e twelve selected interviewees 
included representatives from eight organisations; 
the fi ve largest organisations currently operating 
in the industry as well as three small-to-medium-
sized, emergent or start-up organisations, as 
illustrated in Figure 3.

In addition, interviewees occupied a range of roles 
including three CEOs, two technology executives 
and seven senior leaders focussed on either 
established or emerging business operations 
(Figure 4).

4.2 Data collection
Interviews were conducted in a quiet and neutral 
space to avoid distraction, allow an informal 
space to build rapport, and create a safe space in 
which interviewees felt comfortable (Quinlan, 
Babin, Carr, Griffi  n, & Zikmund, 2015). An 
audio recording was made of all interviews and 
stored securely on fi le. Th e audio recordings 

were transcribed in order to facilitate coding and 
assessment. Notes were made during interviews 
and as part of post-interview refl ections in order 
to capture nuanced information relating to body 
language, facial expressions and the manner 
in which questions were answered (Quinlan et 
al., 2015). Questions were carefully craft ed to 
avoid directing interviewees or pre-empting 
certain responses and a pilot interview helped 
to highlight any potentially leading wording. 
Examples of questions included: “Describe your 
organisation’s vision in your own words. Do you 
fi nd this vision compelling” and “What are your 
thoughts on your organisation’s ability to balance 
incremental technological change and radical 
technological change?”.

4.3 Data analysis
Creswell’s (2013) data analysis spiral, a prescribed 
and established process, was used to analyse the 
data and enabled the following process:

• Organising the data
Th e data, including interview transcriptions and 
researcher notes, were collected digitally and 
ordered within a digital database. Th ereaft er large 
bodies of text were reduced into smaller units, for 
example words, sentences or short stories. Th is 
technique enabled a more granular appreciation 
of potential emerging themes.

• Perusing the entire data set several times
Th is process enables the researchers to formulate 
a general sense of the data and what it contains 
as a whole. Notes were made throughout this 
process and contributed to the construction of an 
initial coding template.

• Data classifi cation 
Leveraging the approach recommended by King 
and Brooks (2017), the initial coding template 
was developed with reference to the fi rst six 
interviews. By leveraging the general sense of 
the data acquired, general categories and themes 
could be identifi ed, and possible subcategories 
and subthemes. Colour coding was used to assist 
with separating categories and themes. Th rough 
this process, the researchers were able to begin 
to develop a sense of patterns and underlying 
meanings within the dataset. Th e initial coding 
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template provided a starting point for the 
fi nal coding template that was developed by 
incorporating the remaining six interviews and 
cycling iteratively through all interviews.

• Synthesis of data leading to integration and 
summarisation

In this phase, the overarching themes were 
developed that linked the various codes and 
categories and contributed to the area of research. 
Th emes were carefully defi ned in order to be 
consistent with interviewee responses and 
adequately capture the required concept. Th is 
provided another means to check both the 
relevance and distinctiveness of each theme. 
Th e synthesis process enabled the move from 
specifi c outcomes to a more general and holistic 
understanding and application that formed a 
basis for deliberation and reasoning to develop 
conclusions and recommendations.

4.4 Validity
Two tools were used to strengthen internal validity 
included involving interviewees in checking the 
data for accuracy and faithfulness of representation 
(Flick, 2009), and clearly distinguishing between 
transcribed data and researcher memos in order 
to keep interpretations and observations separate 
(Leedy & Ormrod, 2019).

4.5 Research ethics
Ethical considerations were applied in all conduct 
and interaction with interviewees to ensure the 
integrity of the research. Prior to commencement 
of the study, ethical clearance was sought and 
granted by the relevant university. Th e identities of 
all participating employees and their organisations 
were kept confi dential and therefore pseudonyms 
have been used throughout. All employees 
participated in the study on a voluntary and 
informed basis as ensured through completing an 
interview consent form.

5. FINDINGS
Th e fi ndings are reported along the following 
four themes: organisational vision; organisational 
structure; organisational culture; and, leadership 
capabilities.

5.1 Organisational vision
All interviewees were able to articulate their 

organisational vision and found it to be compelling 
predominantly due to an underlying social 
impact intent – an aspect noted by 9 interviewees. 
However, half of interviewees felt less confi dent in 
the adoption of their organisational vision across 
the broader staff  base. Th is was striking given 
that all interviewees agreed that the frequency 
of vision communication and reinforcement 
is adequate. Lack of internalisation across the 
organisation was largely ascribed to diffi  culty in 
converting the vision to actionable and executable 
tasks within each staff  member’s respective scope 
of infl uence. As Greg (large insurer, technology 
executive) described this, “vision is an interesting 
thing because, it needs to inspire but also needs to 
be relevant. Th e danger is it can be quite abstract. 
Th e person doing the work needs to have it actually 
relevant for them”. Linking to this, Kelvin (large 
insurer, emerging business focus) noted potential 
inconsistencies in enactment of the vision due 
to varying individual interpretations, “one of the 
challenges is that the interpretation and execution 
of a vision can vary from person to person”.

Interviewees further identifi ed that a lack of 
leadership enactment introduces a signifi cant 
barrier to vision acceptance, or conversely, that 
demonstrated leadership enactment might 
support broader acceptance of the vision. 
Th ree of the six interviewees who felt that their 
organisation’s vision is not motivating to the 
broader staff  base, stated this as a factor that could 
signifi cantly undermine the extent to which the 
vision is embedded across the business. When 
referring to a previous CEO that he had worked 
closely with, Hugo (large insurer, emerging 
business focus) explained that, “he didn’t really 
buy it to his core and didn’t lead from the front and 
repeat it in a way that got the juices fl owing. Th at 
matters a lot”.

In assessing the degree to which the represented 
organisational visions might justify a dual 
focus or ambidextrous form, interviewees 
demonstrated a leaning towards exploitative 
as opposed to exploratory activities with one 
interviewee extrapolating that this is a general 
characteristic of the South African life insurance 
industry. All 12 interviewees agreed that their 
vision supported exploitative activities whereas 
10 further agreed that the same vision also 
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supported exploratory activities. However, even 
though the 10 interviewees believed that their 
organisational visions support a dual focus, all had 
reservations about the practical enactment of the 
exploratory aspect of the vision. As Frank (large 
insurer, established business focus) explained, 
“if you think to what extent that vision is carried 
in the hearts of all the people in the business, 
then it’s not there. Most people are cynical of new, 
radical changes and much more focused on using 
technology to do what we do better”.

5.2 Organisational structure
Interviewees were presented with a selection of 
organisational structure options and asked to 
select the structure, combination of structures, 
or describe an alternative structure that best 
refl ected their organisation in relation to 
innovation eff orts. Presented structures included 
an integrated, functional design; unsupported 
innovation teams; integrated, cross-functional 
design and the structurally ambidextrous design. 
Th e ambidextrous structure was found to be 
unpopular with only 3 organisations opting for 
this design. Th e integrated, functional and cross-
functional structures were most popular with 
7 interviewees opting for one or a combination 
thereof.

Th e type of innovation that the organisation 
is looking to pursue – specifi cally whether the 
innovation is considered to be incremental-, 
exploitative- or optimisation-focussed versus 
radical-explorative or disruption-focussed – 
was noted by 11 interviewees as a driver of 
organisational structure predominantly regarding 
the extent to which innovation activities are 
separated. Brad (large insurer, technology 
executive) selected an integrated, functional 
design for his organisation, but noted the challenge 
to “balance the innovation versus the day-to-
day operations”. Dan (large insurer, emerging 
business focus) who selected an integrated, cross-
functional design, believed that “most innovations 
in South Africa, and certainly in fi nancial services, 
are really incremental” but explained that “as 
soon as you start doing something that’s a little bit 
diff erent and a little bit more radical, you shouldn’t 
put that back into your legacy systems which tends 
to be where the incremental stuff  sits. You need to 
be doing it outside”.

Several factors were considered to drive the need 
for separation of activities including the strength 
of cultural inertia cited by 9 interviewees. 
Frank (large insurer, established business focus) 
explained that, “if you don’t have at least a certain 
level of authority or autonomy [in an innovation 
unit], the organisation will squash you because 
the established mindset forces you down the old 
path”. Cannibalisation risk and professional 
rivalry were both raised by 8 interviewees and are 
further factors that drive a need for separation 
of activities. Frank (large insurer, established 
business focus) outlined a key challenge 
introduced by cannibalisation risk, particularly 
for large incumbent insurers that have signifi cant 
value tied up in long-tailed, existing business, 
“that’s why it’s so easy for new companies to come 
in and disrupt, because they’ve got nothing to 
lose. Let’s say you’ve got R3bil of VIF [Value In 
Force]. We’re moving to a world where there are no 
barriers to exit for the customer and all that VIF 
can disappear tomorrow. Why would you want to 
do that?”.

Professional rivalry can be considered a by-
product of cultural inertia, whereby actors within 
the established business units experience a sense 
of competition and animosity towards those 
that challenge the accepted way of doing things. 
Kelvin (large insurer, emerging business focus) 
described how this happens between emerging 
and established business units, “the innovation 
unit gets to do exciting stuff  seemingly without 
consequences for messing it up. But the established 
unit doesn’t get this same freedom and there’s a lot 
of professional jealousy and obstructionism that 
comes up as a result”. A heightened awareness 
of cannibalisation risk on the other hand, is 
consistent with a general sense of risk aversion 
which prevails across the industry and inhibits 
agility, and therefore becomes inhibiting for 
exploration activities.

Cost considerations was noted by 6 interviewees 
as infl uencing the optimal organisational 
structure. Interviewees specifi cally noted that 
an ambidextrous structure appeared to be 
unsustainable given the potential duplication of 
eff orts. As a counter to the potentially destructive 
impact of cultural inertia, organisational inertia 
was identifi ed in some instances as an enabler to 
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achieving a dual focus. Th is positive slant on cultural 
inertia is particularly evident for interviewees 
who selected the integrated, functional design, 
with fi ve of the seven highlighting the positive 
power of cultural inertia within their businesses. 
Brad (large insurer, technology executive) noted 
this as being evident within his own organisation, 
“there’s an innovation cadence to the organisation 
that drives innovation delivery into operations”.

Other factors which are considered to 
meaningfully infl uence the success of any 
structure include people and leadership, cited by 
8 and 6 interviewees respectively. As Dan (large 
insurer, emerging business focus) explained, “you 
need to have the mandate from the CEO, which 
is extremely important if you’re going to get this 
[organisational structure] to work, because in 
corporate there’s a lot of emphasis on what the CEO 
says”.

5.3 Organisational culture
Whereas the organisational vision was generally 
not considered by interviewees to be embraced 
and internalised across all levels of the business, 
particularly for larger entities, organisational 
culture was accepted as deeply entrenched by 
11 interviewees. As identifi ed earlier, a deeply 
entrenched organisational culture and the 
resulting cultural inertia can off er organisations 
a strength or a weakness from an ambidextrous 
perspective, depending on the extent to which 
this culture supports both exploitative and 
exploratory activities. Th is fi xity and force of 
organisational culture which is clearly prevalent 
across the South African life insurance industry, 
further reiterates the importance of creating 
and sustaining a simultaneously tight and loose 
culture in order to enact the ambidextrous model.

Two specifi c features of organisational culture, 
risk-taking capacity and speed of decision-
making, were assessed in order to determine an 
alignment with the autonomous and experimental 
features associated with ambidextrous cultures. 
When asked directly, nine interviewees felt that 
their organisational cultures supported risk-
taking. However, although espoused, further 
discussions indicated a stronger prevalence of risk 
aversion. Hugo (large insurer, emerging business 
focus) explained that the industry is constrained 

in its ability to take risk due to the signifi cant 
value locked up in long-tailed portfolios as well as 
the highly prized value in a trusted brand, “there’s 
too much to lose–the value of the existing business 
is just too high. So, we just go by the book all the 
time, and I think that’s the same everywhere”.

Perceptions of the speed of decision-making 
within represented organisations was mixed and 
less well supported than risk-taking capacity, 
with seven interviewees agreeing that decisions 
in relation to digital initiatives are made quickly 
in their organisations. All fi ve interviewees that 
disagreed with the statement represent large 
organisations. A clear pattern emerged with 
regards to speed of decision-making being 
hampered by risk aversion as well as increasing 
organisational size and complexity. Interviewee 
Ewan explained, “as you become bigger, you’re 
slower moving. Th e inertia takes you in that 
direction. Having said that, the entire leadership 
team is completely aware of this and are trying 
as hard as possible to put processes and systems 
in place to ensure that we don’t fall into that trap. 
But it’s not easy”. Th is illustrates his belief that 
awareness by senior leadership of the potential 
pitfalls of size and proactive intervention are key 
to overcoming a loss of agility,

5.4 Leadership capabilities
All interviewees demonstrated strong confi dence 
in organisational leadership to prioritise 
incremental innovation but were less confi dent 
in their ability to promote exploratory activities 
and radical change, with 4 interviewees explicitly 
stating that they believe that their leadership 
teams do not promote initiating radical change. 
More concerningly, the primary reason for 
leaders’ inability to drive radical change, cited 
by 9 interviewees, was as a lack of buy-in or 
appreciation for the need for this change. Brad 
(large insurer, technology executive) explained 
this in relation to his/her own organisation by 
asserting that, “we’ve got a very capable team, but 
not necessarily fully bought into a transformed way 
of working”.

Factors that serve to reinforce a more measured 
approach by leadership are market pressure 
and risk aversion, cited by 6 and 5 interviewees 
respectively. Risk aversion is consistently raised 
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as a challenge faced by representative life insurers 
and the existence of this at a leadership level 
identifi es that risk aversion is reinforced from the 
top down. Market pressure appears to reinforce 
risk aversion through supporting certainty and 
short-term gains. Kelvin (large insurer, emerging 
business focus) described the challenges 
introduced by market pressure and links these to 
market discomfort with ambiguity, “the market 
dictates a lot of decision making in a business the 
size of this organisation, and it directs leadership to 
managing optics. Every Rand that you spend in an 
innovation unit is a Rand loss that you’re taking in 
the market without necessarily being able to show 
measurable value in the short- to medium-term. 
It’s not easy”.

6. DISCUSSION
Th e ambidextrous organisational model provides 
the industry with a means to balance both 
exploitation and exploration activities. Gaps 
exist across all four features of an ambidextrous 
organisation. A theme which connects across 
the four features is a consistent leaning towards 
exploitation at the expense of exploration. A 
pervasive lack of belief in the need for a dual focus 
appears to permeate most of the represented 
organisations, being rooted at a leadership level. 
Th e importance and power of leadership infl uence 
is accepted across interviewees and provides 
the means to instigate and sustain a transition 
to ambidexterity. Risk aversion, reinforced by 
market pressure, appears to be particularly 
pervasive in the life insurance industry and 
inhibits leaders from embracing the 4IR and 
adequately prioritising exploration eff orts to 
supplement short-term exploitation eff orts.

6.1 Organisational vision
Organisational vision was considered to be well 
communicated and compelling, but only at a 
certain level and not consistently throughout 
the represented organisations. Interviewees felt 
that many employees struggle to translate their 
organisation’s vision into a meaningful personal 
agenda and linked this to leadership’s inability to 
fully entrench the organisational vision across the 
represented organisations. Th is resonates soundly 
with ambidextrous literature and supports the 
stated importance of buy-in and consistency 
at senior levels (O’Reilly & Tushman, 2004, 

2008; Tushman & O’Reilly, 1996). A frequently 
communicated and well-craft ed organisational 
vision is not suffi  cient to achieve uniform 
internalisation across an organisation and this 
highlights a clear imperative for leadership to 
proactively extend their eff orts beyond their peers 
or immediate reports as well as beyond verbal 
communication.

A further notable fi nding which is consistent with 
the literature was the tendency for interpretation 
and enactment of the vision to lean towards 
exploitative rather than explorative activities. 
Th is tendency is consistent with the malaise that 
prevents organisations from achieving sustained 
success recognised across the literature, including 
March’s (1991) fi nding that adaptive processes 
naturally prioritise exploitation over exploration, 
the success syndrome which results in structural 
and cultural inertia as a result of a focus on 
optimising existing operations (Tushman & 
O’Reilly, 1996), the productivity dilemma (Adler 
et al., 2009) by which operational effi  ciency is 
achieved at the expense of adaptability, and more 
directly the innovator’s dilemma (Christensen, 
1997; O’Reilly & Tushman, 2008) by which 
exploitation of activities that meet customer’s 
current needs is prioritised above exploration of 
those that might meet future needs. Furthermore, 
this hints to the innovation paradox faced by 
leadership in managing the tension between 
focusing on current and stable as opposed to 
future and uncertain endeavours (Smith et al., 
2016). Where ambidexterity is adopted, this 
demonstrates a further onus on leadership to 
clearly identify and promote the dual application 
of the organisational vision in order to balance 
both short-term and longer-term sustained 
success.

6.2 Organisational structure
Rather than the structurally independent, 
ambidextrous form, interviewees favoured an 
integrated structure supported by both cost 
considerations and a belief that an innovation 
culture should be embedded across the business. 
With regards to cost ineffi  ciencies, although 
research shows that the potentially duplicative 
ambidextrous structure can be ineffi  cient in the 
short term, in the longer term the structure has 
been shown to be both sustainable and value-
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creating (O’Reilly & Tushman, 2008, 2013). Th e 
partiality for integrated organisational structures 
supported by the majority of interviewees supports 
contextual ambidexterity – whereby employees 
throughout the fi rm are required to carry the 
tension between exploitative and exploratory 
activities – as opposed to structural ambidexterity 
(Tushman, 2017). Although integration is an 
important aspect of ambidextrous organisations, 
given the diffi  culty of managing the paradoxical 
requirements of the established and emerging 
business units, the literature strongly contends 
that this is best done at a senior leadership level 
rather than throughout the organisation (O’Reilly 
& Tushman, 2004, 2008, 2011; Raisch et al., 2009; 
Smith et al., 2010; Tushman & Euchner, 2015; 
Tushman & O’Reilly, 1996; Tushman et al., 2015). 
Th erefore, this implicit requirement for staff  to 
manage and contribute to both established and 
emerging eff orts throughout the organisations 
represented may be a contributor to the slow 
progress of the life insurance industry with 
regards to technology and innovation.

Within the favoured integrated structures, 
views were relatively evenly split between those 
interviewees who agreed that some structural 
separation was needed to counter structural and 
cultural inertia particularly where innovation 
activities are more disruptive to the existing 
business, and those that believed that fully 
integrated structures could be sustained by a deeply 
embedded and enabling culture. Th e literature 
strongly challenges the latter and in particular, 
the implication that all staff  can successfully 
manage the responsibility of balancing both 
exploitative and exploratory activities. Although 
an appealing contention, given the widely 
researched challenge of developing the ability 
to balance these paradoxical activities (O’Reilly 
& Tushman, 2004, 2008, 2011, 2013; Raisch et 
al., 2009; Sinha, 2016; Smith et al., 2010, 2016; 
Tushman & Euchner, 2015; Tushman & O’Reilly, 
1996), an expectation for all staff  to possess these 
appears to be unrealistic. Th erefore, this type of 
approach may be more suitable for new or smaller 
organisations but is unlikely to be sustainable for 
large incumbents, particularly those that seek to 
transition from an exploitation-focussed business 
to one that embraces exploration.

Consistent and capable leadership is noted as 
the cornerstone of organisational ambidexterity 
(O’Reilly & Tushman, 2004, 2008, 2011; Raisch 
et al., 2009; Sinha, 2016; Smith et al., 2010, 2016; 
Tushman, 2017; Tushman & Euchner, 2015; 
Tushman & O’Reilly, 1996; Tushman et al., 
2015) and the extent to which leadership and 
particularly the CEO can infl uence the path and 
success of an organisation were clearly recognised 
by interviewees. Th e required paradoxical 
mindset is consistently demonstrated as diffi  cult 
to achieve given the natural tendency to support 
well-defi ned, incremental or exploitative 
activities. For this reason, the ambidextrous 
organisation model is clear in its proposition that 
the paradox should be balanced only at the senior 
executive level by a team who are truly capable 
of enacting this dynamic capability and infused 
throughout the business through embedding an 
organisational culture that is simultaneously tight 
and loose. Interviewees identifi ed that people 
and leadership are key enablers to the success of 
any organisational structure. Th is demonstrates 
strong links to the human focus proposed in 
4IR literature and suggests an inclination in the 
industry which may serve to support transition 
eff orts. However, the discussion with interviewees 
leaned more towards sourcing skilled resources 
rather than organic development or cultivating 
an environment of continuous learning. Strong 
leadership, and in particular leaders who are 
capable of sustaining the paradoxical mindset 
required to enact the ambidextrous organisation 
model, form the cornerstone of this solution.

6.3 Organisational culture
Organisational culture was felt to be deeply 
embedded across represented organisations, 
particularly for larger and more established 
entities as is consistent with the success syndrome 
and the level of organisational maturity (Kane et 
al., 2015; O’Reilly & Tushman, 2008). Whereas 
openness to risky experimentation, failure, 
learning and rapid change are core components 
of the culture required to support exploratory 
activities (Tushman & Euchner, 2015), risk 
aversion came through powerfully as a common 
cultural feature across interviewees. Th is was 
acknowledged to inhibit both the capacity to 
experiment and the speed of decision-making. 
Although interviewees aligned with the view 
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purported by the literature by representing that 
a capacity to take risk is an important feature and 
one that their organisations aspire to, enactment 
of this feature appears to be heavily dampened by 
the pervasive aversion to risk. Similarly, although 
interviewees all aspired to quick decision-making, 
this is hampered by risk aversion as well as deep 
hierarchies, complex organisation structures and 
processes and a lack of agility.

As with organisational structure, leadership 
direction and intervention were identifi ed as 
eff ective means to counter risk aversion, cultural 
and structural inertia and thereby retain agility. 
Th is strongly supports the contention that 
leadership is pivotal to balancing the coexistence 
of evolutionary and revolutionary cultures and 
forms the cornerstone of the ambidextrous 
organisation (O’Reilly & Tushman, 2011; Raisch 
et al., 2009; Sinha, 2016; Smith et al., 2016).

6.4 Leadership capabilities 
Eff ective leadership is fundamental to 
ambidextrous organisations and general 
organisational success (Kane et al., 2015; Smith 
et al., 2016; Tushman, 2017; Tushman & Euchner, 
2015) and this is supported by interviewees, with 
leadership infl uence coming through clearly 
across organisational vision, structure and 
culture. Interviewees expressed confi dence in 
their leadership’s ability to continue to achieve 
success in core activities, but this feeling was 
notably dampened when assessing leadership’s 
ability to lead radical change. Th is fi nding points 
to either an overreliance on the mechanisms that 
have protected the industry to date or a lack of 
appreciation for the increasing speed of change 
propelled by the 4IR and the required urgency 
of response. Regardless, lack of internalisation by 
leadership is noted as inhibiting the development 
of a culture which supports exploration and drives 
reactive rather than proactive decision-making 
and change eff orts. Th is highlights a signifi cant 
leadership capability gap for South African life 
insurers who seek to leverage the ambidextrous 
model.

Leadership within many of the represented 
organisations appear to lack true buy-in to the 
need to prioritise exploration activities. Th is 
is typical as presented by the innovation and 

strategic literature as well as the 4IR literature 
which notes the unsettling feeling faced by leaders 
across the globe (Brynjolfsson, Mcafee, & Spence, 
2014; Schwab, 2016a). Risk aversion appears to 
be at the root of life insurance leadership’s focus 
on exploitation and aversion to explore change, 
and this is reinforced by shareholder expectations 
and market pressure. Th e market’s continued 
rewarding of more certain, incremental activities 
is consistent with Tushman and O’Reilly’s (1996) 
success syndrome and can support zero-sum 
thinking which inhibits exploratory activities 
(Smith et al., 2016). Prevalence of risk aversion 
at these senior levels demonstrates that this 
cultural feature is reinforced from the top-down. 
As such, signifi cant action from leadership would 
be needed to break the cycle. In order to address 
this, it is imperative for leaders not only to change 
their own mindsets, but to proactively impress 
this upon their employees.

7. PRACTICAL IMPLICATIONS AND 
RECOMMENDATIONS
An assessment of ambidextrous organisation 
features within the current life insurance context 
demonstrates that although notable gaps exist, a 
transition is well within reach.

7.1 Starting at the top 
Th e power and infl uence of leadership in 
directly steering the priorities of the business 
and indirectly reinforcing these through vision, 
culture and structures is evident across the life 
insurance industry. Th erefore, a transition to 
the ambidextrous organisational model, or any 
change journey for that matter, begins at the helm 
and requires non-negotiable buy-in across the 
leadership team and consistent and persistent 
communication and enactment of the required 
dual focus. Th is transition will be particularly 
challenging for larger organisations whose 
adaptability has become severely hampered by 
the success syndrome (O’Reilly & Tushman, 
2008) and a predilection for zero-sum thinking 
(Smith et al., 2016), but has been validated 
through successful adoption by multiple global 
entities (O’Reilly & Tushman, 2013). Identifying 
and cultivating leaders who are able to excel 
across the risk spectrum, endure and reshape 
market pressures and sustain the paradoxical 
mindset required to support both exploitative 
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and exploratory activities is critical, but can 
be a ruthless and unforgiving process which 
organisations must be willing to endure (O’Reilly 
& Tushman, 2004).

7.2 Cementing in the middle
Whereas a transition to ambidexterity is initiated 
and sustained by leadership, execution is 
ultimately delivered through the extended social 
movement (Tushman et al., 2015). Leadership 
must empower the broader staff  base by 
providing an enabling framework in the form of 
a compelling vision, a structurally independent, 
ambidextrous organisational design and a 
simultaneously tight and loose culture which will 
support and reinforce the required dual focus. 
Th e life insurance industry is currently missing 
the opportunity off ered by a deeply endorsed 
vision which is assimilated at all levels of the 
business (Tidd et al., 2005; Tushman & O’Reilly, 
1996). Th e onus lies with leadership to create 
this dual vision and to ensure that it is eff ectively 
cascaded through all levels of the business, rather 
than pooled at the top.

Although South African insurers favour integrated 
organisational designs, a tentative appreciation 
for the need for separation between established 
and emerging businesses, the improbability 
of achieving widely embedded contextual 
ambidexterity and the validated baselessness of 
cost concerns (O’Reilly & Tushman, 2008, 2013), 
clearly ratify the ambidextrous design. Structural 
independence between existing and emerging 
business units provides the scaff old for the 
ambidextrous organisational model and must be 
asserted both structurally and intellectually.

Th e prevalent embedded culture powerfully 
supports optimisation and established business 
activities, but the resulting cultural inertia 
presents a signifi cant barrier to exploration. 
Maintaining an ambidextrous organisation 
requires leaders to promote variations in risk 
appetite across established and emerging business 
units and thereby sustain diff erent shades of the 
same culture – one which supports exploitation 
and leans more towards certainty and process and 
another which supports exploration and leans 
more towards uncertainty and experimentation 
(O’Reilly & Tushman, 2008; Smith et al., 2010, 

2016).

7.3 Sustaining momentum
Ultimately, successful implementation of the 
ambidextrous organisational model, at both 
a leadership level and across the broader 
organisation, relies on human ability and acumen. 
Both features cannot be assumed to be static, 
particularly in the context of an environment 
which is experiencing an increasing rate of 
change as a result of the 4IR (Brynjolfsson & 
McAfee, 2015; Reeves, Love, & Tillmanns, 2012). 
Th e paradoxical mindset required to support 
the ambidextrous organisation runs counter to 
many traditional leadership ideologies (Smith 
et al., 2016) and therefore requires a willingness 
to continuously engage and learn to sustain this 
way of operating. Empowerment of the business 
community through cultivating an environment 
of continuous learning at all levels – both to 
fortify the paradoxical mindset required by 
leadership and to ensure that the business is able 
to organically deliver the skills required to deliver 
both digital transformation and innovation – will 
provide the momentum necessary to preserve the 
ambidextrous movement and achieve sustained 
success in the 4IR.

8. LIMITATIONS, FUTURE RESEARCH 
DIRECTIONS AND CONCLUSIONS
As this study was limited in terms of both the 
depth and breadth of represented insurance 
companies and their personnel, further research 
that would serve to bolster this research across a 
broader and larger subset of life insurance actors 
including employees at a variety of hierarchical 
levels. In addition, this extended study might 
be supplemented by a quantitative study that 
enables researchers to score insurance companies 
in relation to their enactment of ambidextrous 
features as well as to provide a corroborating 
assessment of emerging themes, enablers and 
stumbling blocks.

Multiple characteristics emerged as impediments 
to embracing the 4IR and adopting an 
ambidextrous model, some seemingly distinctive 
to the South African life insurance industry, 
including a pervasive lack of trust with both 
clients and partners and staunch risk aversion 
reinforced by an actuarial mindset. Further 
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studies that assess 4IR readiness and/or the ability 
to transition to an ambidextrous organisational 
model across other industries in South Africa 
would be helpful to draw broader conclusions 
across the country’s business environment as well 
as enable comparisons amongst local industries.

Although the 4IR is expected to reshape the 
way that businesses and more directly humans 
interact with technology, the impact of the 4IR 
is but another wave of creative destruction. Th is 
continual cycle of success and failure has laid 
claim to countless, great organisations and in 
this new era the urgency of adaption has become 
even more pressing as the scope and speed of 
change accelerates. To date, large and established 
incumbents across the South African life insurance 
industry have managed to mostly evade the cycle 
of creative destruction as a result of distinctive 
industry protection mechanisms. Th ese include 
the well-known features of the insurance industry 
like complexity, dense regulation, expertise, 
distribution and high capital requirements; 
however, these are also propelled by the self-
reinforcing relationship between mistrust of the 
industry and its attempts to minimise risk.

Th e early eff ects of the 4IR are signifi cantly 
compounding the likelihood that emerging 
ideas and innovations will destroy the existing 
equilibrium. Lack of trust and risk aversion 
may complicate the industry’s response but, as 
identifi ed in this study, the 4IR is already beginning 
to undermine industry protection mechanisms 
that have supported an aversion to change in 
the past. Th e ambidextrous organisation model 
is proposed as an astute and practical means by 
which the South African life insurance industry 
can achieve this balance and thereby retain 
relevance in the context of the oncoming 4IR.
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ABSTRACT 
Previous research reveals an increased 
organisational adoption of project and enterprise 
ICT governance practices to improve project 
results, yet ICT project outcome has continued 
to fall short of stakeholders’ expectations. 
Hence justifying ICT investments in-view of 
current global economic outlook and confl icting 
priorities in organizations, will continue to be 
a laborious task unless this is addressed. Th is 
research focused on improving ICT project 
stakeholders’ perception of the value return from 
ICT investment and projects through standard 
governance practices. Literature on the evolution 
of how ICT project stakeholder have assessed ICT 
project value and the infl uence of ICT governance 
and project standard practices adoption were 
explored. Th e result of survey data analysis 
showed a complementary relationship, hence a 
synergy if organizations would adopt and develop 
organizational capabilities for both project and 
ICT governance standards; to equal level of 
maturity. Th e results of this study also highlighted 
some levers, by which ICT professional can 
positively elevate project stakeholders’ perception 
of the value return on ICT investments.

Keywords: Project governance, IT Project man-
agement, Project success 

INTRODUCTION 
Most projects fail (Marnewick, et al 2018). Th is 
disturbing trend has seen little improvement 
over the past decade and there is no sign that 
this trend is reversing. Much research has been 
done on the systems and processes of project 
management and it has come to the point where 
project managers have no excuse of knowing 

what to do to successfully complete projects. 
Perhaps the time has come to look outside of 
project management for a solution. Th erefore, the 
objective and motivation for this paper is set out 
below.

Objective: To determine the levers by which 
project stakeholders assesses project outcome 
and ascertain if adoption of ICT and project 
governance standard practices can be employed 
to activate the levers in order to improve project 
outcome and stakeholders’ perception.

Motivation: Business enterprise exist to create 
value for stakeholders, and any phenomena 
that militate against this critical objective of an 
ongoing concern portends risk to its continued 
existence. Stakeholder resources must be managed 
responsibly, and eff ective corporate governance is 
one way to ensure this (ISACA, 2012). Globally, 
stakeholder resources are increasingly being 
committed to projects and related investments. 
Gartner (2014) forecasting a $3.8 trillion (USD) 
ICT spend by 2018, which is a 2.6% increase from 
the 2013. Th is spend will presumably deliver ICT 
solutions to organisations through implementing 
project activities, and the success (i.e. the value 
delivered by these investments) or the failure has 
major consequences for the world economy (Eloff  
et al., 2013).

ICT has become a business competitive enabling 
tool. It is one of the strategic asset that supports 
business operations, sustains, and fosters business 
growth (Weill & Ross, 2004; Williams, 2012).

Literature reveals that there is an increase 
in awareness of the value inherent in the 
implementation of best practices relating to 
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corporate governance, ICT governance, and ICT 
project management. In spite of this, research 
shows poor organisational adherence to, and 
adoption of, good governance principles in 
project-related decisions, and there is also a 
general perception that ICT projects do not always 
meet stakeholder expectations, oft en returning 
little or no value for the investing organisation 
(Marnewick & Labuschagne, 2011; Peppard et al., 
2007).

ICT investments are made through project 
activities and processes (Ward & Daniel, 2012; 
Chen, Nunamaker, Romano & Briggs, 2003) 
and lack of stakeholders’ trust and confi dence 
in funding projects could hamper organisations’ 
access to this formidable tool of trade. Th erefore, 
research targeted at improving ICT project 
results and stakeholder’s confi dence on its value 
will be a tremendous information resource for 
organisations; as knowledge in this area will 
foster continued stakeholder support for ICT 
investments.

A form of governance aspects is therefore 
proposed as a means, not to manage, but to 
guide and infl uence human behaviour in order to 
achieve a desired outcome.

LITERATURE REVIEW 
Th e purpose of this section is to review how 
project success is viewed by various stakeholders. 
Th is refers to how stakeholders assess project 
outcomes and what literature may shed light on 

in terms of governance aspects to achieve project 
success.

2.1 ICT Project Assessment Criteria by 
Stakeholder Group 
Scholars have not yet reached consensus on the 
defi nition of project success, and it is clear that 
perceptions of success or failure are based on 
stakeholder views and assessments (Pinto et al., 
2009; Bannerman, 2008; Jugdev, Müller, 2005). 
Th e outcomes of projects must be in resonance 
with stakeholder expectations in order for 
projects to be perceived as valuable or successful.

Assessing and addressing stakeholder 
expectations is, however, a complex exercise 
because stakeholders for any given project do not 
hold the same viewpoint on the subject (Lim & 
Mohamed, 1999; Ireland, 1992, Erasmus et al, 
2014 ). Stakeholder perspectives of what success 
means also change as projects and products 
progress through their lifecycles. Bannerman 
(2008) addresses this complexity by grouping 
stakeholders using the stages of project and 
product lifecycles (i.e. investment phases), and 
assesses stakeholder expectations and criteria for 
measuring success at each stage. Th e model is 
depicted in Figure 1:

In this fi gure, Bannerman conveys the notion that 
project success is defi ned diff erently, depending on 
the viewpoint of the stakeholder. Th e implication 
is that a project may fail hopelessly in terms of 
the triple constraint yet provide value signifi cant 

FIGURE 1:ICT PROJECT LEVELS OF SUCCESS (BANNERMAN, 2008)
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enough to the business or the customer to be 
accepted as successful in the end as a product.

Th is provides an approach to interpret project 
success on various levels where even a project 
failure in cost may not infl uence the fact that the 
product is delivered successfully. Th e converse 
may be true as well. Th e views from literature on 
how stakeholders view project success was used 
as a basis for the questionnaire.

2.2 ICT Governance, ICT Project Governance 
and Project Success 
Published literature and research work that 
attempts to associate and interrelate the practices 
of ICT governance, project governance, project 
management and project success were reviewed. 
Farzana and Ashly (2013) study results affi  rmed 
that project management has a positive impact 
on project success as do Munns & Bjeirmi, 
1996; Bryde, 2008; Mir & Pinnington, 2014). 
Dev, Merlin and Yussel (2009) performed a 
quantitative study of ICT project management 
and ICT project governance and discovered a 
close relationship between project governance and 
project management processes. Th ey also noted 
that the presence of good project management 
practices does not mean good project governance 
is adhered to.

Rodríguez and Juiz (2014) link the implementation/
adoption of good ICT governance practices with 
contributing factors that enable implementation/
adherence to good project governance practices. 
Th ese included eff ective stakeholder management 
and formalised project management approaches. 
Th eir research relates real cases where project, 
programme and portfolio governance have 
been expressed as subsets of ICT governance 
frameworks. Th ey later asserted that, it is diffi  cult 
to consider governing IT projects, programmes 
and portfolios outside of the general scope of ICT 
governance.

References to ICT governance in this research are 
based on COBIT 5, the ITGI framework and the 
ISO/IEC 38500 standard. Th e COBIT 5 process 
model stated in APO05 – Manage Portfolio, and 
BAI01 – Manage Programs and Projects, directly 
links ICT governance as an enabler of portfolio 
and project management within organisations.

By way of summary, ICT governance standards 
and practices work in tandem with Project 
Governance standards and practices. Th ese 
mechanisms have specifi c relations in which 
they interact with one another. Th ese complex 
relationships are described through the literature 
and can be summarised here in the following 

FIGURE 2: THEORETICAL CONSTRUCT – MAPPING PROJECT GOVERNANCE ENTITIES AND ICT 
GOVERNANCE PRACTICES
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fi gure:

Th ese mechanisms need to be related to project 
success in order to establish their infl uence using 
2 propositions and 2 Hypotheses which will be 
discussed in the next section. In conclusion, the 
general view of scholars is that standard practices 
and governance principles provide good control 
mechanisms for the management of enterprise 
ICT investments and project environments in 
order to foster strategic alignment and ensure 
value delivery (ISACA, 2009; Weill & Ross, 
2004; Williams, 2012; Too et al., 2014). Most 
organisations have also come to realise the 
value inherent in the adoption of these standard 
governance practices; however, non-adherence to 
standard practices still poses a great challenge for 
most organisations (Marnewick & Labuschagne, 
2011).

Th ere is yet little literature or published 
research work that focussed on understanding 
the relationships of the standard governance 
practices of ICT and project management. What is 
important is to note that they relate to improving 
project outcomes and stakeholders perception of 
ICT projects and investment.

RESEARCH DESIGN AND 
METHODOLOGY 
Th e quantitative method was best suited to the 
topic under study, hence a survey strategy, with 
a Likert-scale was employed for this research. 
Closed-ended questionnaire was used as the 
measuring instrument to enhance the quality 
of data with structured responses. Surveys/
questionnaires elicit broad but thorough 
considerations of phenomena. Th e current 
population of project stakeholders is incalculable. 
Th erefore, a calculated sample size is inscrutable. 
A convenience sample approach was used to 
obtain 121 responses from IT managers and 
project professionals. Th e questionnaire was 
distributed electronically, therefore the total 
number of people approached is unknown.

Data Collection and Analysis 
Th e questionnaire was designed to collect data 
that assisted to analyse the following research 
questions:

1. What parameters or criteria do ICT investors/
stakeholders use or identify as important for 
evaluating/assessing project outcomes? 

2. What degree of infl uence do ICT and project 
governance standards practices have on the 
criteria stakeholders use to assess project 
outcomes? 

Data collected from the survey was used to rank 
the variables/criteria in order of importance to 
stakeholder ICT project outcomes assessments, 
subsequent to which the relationships between the 
parameters of the standard practices and project 
outcomes assessment criteria were explored.

3.2 Propositions and hypothesis 
To explore the relationships between the 
interacting components of project outcomes 
assessment criteria and standard practices, the 
following headline proposition were therefore 
forwarded:

• ICT project outcomes and stakeholder 
perceptions are improved when: 

• the project process is successful; project 
management is successful; 

• the product is successful; the project 
contributes to business success and 
organisational strategic success.

Th ese dimensions of success are highlighted 
through the adoption of standard practices of ICT 
governance, project management governance and 
project management; i.e. process success, project 
management success, product success, business 
success, and strategic success are enhanced 
with the adoption of standard ICT and project 
governance practices.

Th e headline proposition was broken down further 
into sub-propositions to assist in the analysis of 
extant relationships, and to enable testing of the 
infl uence of the adoption and implementation of 
governance and management standard practices 
on project outcomes assessment criteria. Th e 
propositions and their derived testing hypotheses 
are summarised as follows:

Proposition 1: ICT projects are deemed successful 
by stakeholders when:

• Th e project process is successful; Project 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

145

management is successful;
• Th e project product is successful; Th e business 

is successful, by the virtue of executing the 
project; and 

• Th e organisation experiences strategic success 
from project outcomes

Th e following hypotheses were formulated for 
testing the proposition.

Hypothesis 1A (H1A):

Successful ICT project processes and project 
management enhances better ICT project 
outcomes and stakeholder perceptions of the value 
returned from ICT investments; i.e. ICT project 
process and project management successes are 
strongly correlated with ICT project outcomes.

Hypothesis 1B (H1B):

ICT investments and projects are deemed 
successful if their outcomes enable an 

organisation with new or enhanced capabilities 
which deliver value and extend both the business 
and strategic goals of the investing organisation; 
i.e. stakeholder ICT project outcomes perceptions 
and organisational benefi ts are strongly correlated.

Proposition 2: Th e adoption of standard ICT 
governance and project governance practices 
positively enables ICT project outcomes 
assessment criteria; i.e. process success, project 
management success, product success, business 
success and strategic success.

Hypothesis 2A: (H2A)

• Th e adoption of ICT governance enables:
• Project process success; Project management 

success;
• Project product /success; Business success, by 

the virtue of executing the project; and
• Organisational strategic success by virtue of 

executing the project.

FIGURE 3: THEORETICAL SYSTEMS VIEW OF THE RELATIONSHIPS BETWEEN PROJECT INPUTS 
(STANDARD PRACTICES), PROCESSES (PROJECT OUTCOMES ASSESSMENT CRITERIA) AND OUTPUTS 

(IMPROVED PROJECT OUTCOMES AND STAKEHOLDER PERCEPTIONS) 
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Hypothesis 2B: (H2B)

• Th e adoption of project governance enables:
• Project process success; Project management 

success;
• Project product success; Business successful, 

by the virtue of executing the project; and 
Organisational strategic success, by virtue of 
executing the project.

Hypotheses H1A and H1B postulate a relationship 
between project assessment criteria across project/
product lifecycle and stakeholders’ perceptions 
of project outcomes; while hypotheses H2A and 
H2B postulate a relationship between project 
assessment criteria and ICT standard governance 
practices. Graphically, these hypotheses can be 
rendered in this manner in order to determine 
their impact on “project success”:

GENERAL RESULT DISCUSSION 
Th e following section analyses some of the results 
obtained and attempts to interpret and derive a 
model for understanding stakeholder perceptions 
in the context of project success.

4.1 Analysis on Project Outcomes Assessment 
Criteria 
Th e fi rst group of study responses related to 
questions concerning the importance of various 
project outcomes assessment criteria on the 
way stakeholders measured project success 
in organisations. Th is was targeted to address 
research question 1. Th e feedback was statistically 
analysed in order to understand the degree of 
importance of the assessment criteria on ICT 
project outcomes.

Th e mean value of the grouped variables (factors) 
was extracted using computerised statistical 
soft ware IBM SPSS and presented in Table 1 
below.

Th e closer to 5 was the returned mean value, 
therefore, the greater was the number of 
respondents that deemed the criteria as “very 
important”. Th is result clearly indicated that all 
criteria were important to how stakeholders 
assessed ICT project outcomes. Also important 
to note was that project management success was 
one of the top-ranking criteria, which supported 
the reality that the dimension of quadruple 
constraints (budget, schedule, quality and scope) 
was still a strong consideration when assessing 
project success or failure. Th ese criteria, along with 
the criteria for business success, measured how 
well projects were delivered in the immediate to 
short term; although other futuristic dimensions 
equally play an important role.

Th e second group of responses dealt with questions 
related to how organisations had performed to 
each of the project outcomes assessment criteria. 
Th is addresses research question 2. Th e mean 
value of the grouped variables (factors) was 
extracted and presented in Table 2 below.

Th e study results indicated that the infl uence 
of organisational performance on the criteria 
stakeholders used in measuring the outcomes 
of ICT projects ranged from average to poor. 
Of interest to note was that delivery on strategic 
success and business success ranked poorly, 
which indicated that ICT projects had made 
little contribution to organisational strategic 
and business success. Th is result supported 
the phenomenon, observed by Marnewick and 
Labuschagne (2011) that a general perception 
that ICT projects did not always meet stakeholder 
expectations, and oft en returned little or no value 
to investing organisations.

Th e third group of responses related to questions 
that examined whether or not adherence to project 

TABLE 1: STAKEHOLDER VIEWS ON PROJECT OUTCOMES IN ORGANISATIONS

Factor Assessment Criteria Group/Factor Labels Group 
Mean

Factor 4 Project management importance to ICT project outcomes assessment. 5.00
Factor 5 Business success importance to ICT project outcomes assessment. 5.00
Factor 2 Strategic success importance to ICT project outcomes assessment. 4.75
Factor 1 Process success importance to ICT project outcomes assessment. 4.25
Factor 3 Product success importance to ICT project outcomes assessment. 4.00
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governance practices in organisations elicited 
project outcomes assessment criteria success. Th is 
was aimed to address research question 2 as well. 
Th e project outcomes assessment criteria ranking 
results in Table 3 indicated that respondents were 
of the opinion that ICT governance standard 
practices enabled organisations to deliver on the 
various criteria stakeholders used in measuring 
the outcomes of ICT projects to a moderate or 
large extent.

It also indicated that ICT governance enabled 
organisations to deliver on attaining strategic and 
business success.

Th e study results in Table 4 indicated that 
respondents opined that project governance 
standard practices enabled organisations to 
deliver on the various criteria stakeholders used 
in measuring the outcomes of ICT projects from 

a moderate to a large extent.

Project governance was considered to enable 
organisations to deliver on attaining process and 
project management success to a large extent.

4.2 Towards a model for stakeholder 
perceptions and project success 
Recall the main research proposition. ICT 
project outcomes and stakeholder perceptions 
are improved if: the project process is successful; 
project management is successful; the product 
is successful; the project contributes to business 
and organisational strategic success; and the 
dimensions of success are enhanced with the 
adoption of standard practices of ICT governance, 
project management governance and project 
management. Th e overall results of the research, 
is summarised in a model in fi gure:

TABLE 2: PERCEPTIONS OF ORGANISATIONAL PERFORMANCE IN PROJECT SUCCESS CRITERIA

Factor Assessment Criteria Group/Factor Labels Group 
Mean

Factor 3 Organisational performance in delivering on product success. 3.00

Factor 4 Organisational performance in delivering on project management 
success. 3.00

Factor 1 Organisational performance in delivering on process success. 3.00

Factor 2 Organisational performance in delivering on strategic and business 
success. 2.71

TABLE 3: PERCEPTIONS ON THE EFFECT OF ADHERENCE TO PROJECT GOVERNANCE PRINCIPLES ON 
PROJECT SUCCESS

Factor Assessment Criteria Group/Factor Label Group 
Mean

Factor 1 ICT governance practices promote strategic success. 4.0
Factor 6 ICT governance practices promote business success. 4.0
Factor 3 ICT governance practices promote product success 3.75
Factor 2 ICT governance practices promote process success. 3.57
Factor 4 ICT governance practices promote project management success. 3.25

TABLE 4: PERCEIVED INFLUENCE OF PROJECT GOVERNANCE PRACTICES ON PROJECT SUCCESS

Factor Assessment Criteria Group/Factor Label Group 
Mean

Factor 2 Project governance practices promote process success 4.00
Factor 4 Project governance practices promote project management success. 4.00
Factor 3 Project governance practices promote product success. 3.75
Factor 1 Project governance practices promote strategic success. 3.50
Factor 5 Project governance practices promote business success. 3.33
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Aligned ICT governance and Project governance 
practices have a notable infl uence in the various 
forms of project success and in turn infl uences 
the overall ICT project outcome and stakeholder 
perception of project outcomes. Th e research 
propositions are summarised to provide further 
insight.

Research proposition: 
Proposition 1: ICT projects are deemed successful 
by stakeholders if the following apply:

• Th e project process is successful; 
• Th e project management is successful; 
• Th e project product is successful; 
• Th e business is successful by the virtue of 

executing the project; 
• Th e organisation experiences strategic 

success by virtue of executing the project; 
i.e. improving the success of ICT project 
outcomes assessment criteria translates to 
ICT project success and improved stakeholder 
perceptions. 

Generally, respondents opined that the listed 

criteria were important to the way in which 
ICT project successes were assessed, which 
was supported by the data analysis results as 
conducted for this study. Th e phenomena relating 
to poor stakeholder perceptions and failed 
expectations regarding the value of ICT projects, 
observed by Marnewick and Labuschagne (2011), 
was justifi ed by the outcome of the data analysis. 
Th e general poor performance of organisations to 
the listed assessment criteria infl uenced overall 
stakeholder perceptions of ICT project outcomes; 
which result validated Hypotheses 1A and 1B of 
this study.

Proposition 2: Th e adoption of standards enables 
ICT project outcomes assessment criteria: Th e 
adoption of standard ICT and project governance 
practices enhances ICT stakeholder project 
outcomes assessment criteria; i.e. process success, 
project management success, product success, 
business success, and strategic success.

Th e study results as presented also indicated that 
ICT governance enabled organisations to deliver 
ICT projects that promoted both strategic and 
business success largely. Other project outcomes 

FIGURE 4: PROPOSED MODEL OF THE RELATIONSHIPS BETWEEN STANDARD PRACTICES AND ICT 
PROJECT OUTCOMES STAKEHOLDER ASSESSMENT CRITERIA
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assessment criteria (i.e. product success; process 
success; and project management success) to a 
moderate extent, which supported the views of 
various scholars, such as Weill and Ross (2004), 
Calder (2008), ISACA (2009), Williams (2012), 
and Too and Weaver. (2014), who maintain that 
eff ective ICT governance practices elicit ICT and 
business strategic alignment. Th is result sustained 
the validity of Hypothesis 2A, which is that ICT 
governance adoption promotes:

• Project process success; 
• Project management success; 
• Project product success; 
• Business success by the virtue of executing the 

project; and 
• Organisational strategic success by virtue of 

executing the project. 
Th e study results also indicated that project 
governance practices enabled organisation to 
deliver on project management and process 
success to a large extent, which supports the 
views of various scholars, such as Müller 
(2009), Rodríguez and Juiz (2014), Munns and 
Bjeirmi (1996), Bryde (2008), as well as Mir and 
Pinnington (2014), who maintain that project, 
programme and portfolio governance enhances 
and ensures eff ective project management and 
processes.

Th is result validated Hypothesis 2B, which is 
that ICT project governance practices adoption 
enables:

• Project process success 
• Project management success; 
• Project product success; 
• Business success by the virtue of executing the 

project; and 
• Organisational strategic success by virtue of 

executing the project. 
Th e relationship between organisational standard 
practices maturity and how they infl uenced ICT 
project outcomes assessment criteria delivery 
was explored, which was to further check the 
validity of Hypotheses 2A and 2B. Th e results 
presented focused on the relationships between 
the organisational maturity level of standard 

practices and each of the stakeholder ICT project 
outcomes assessment criteria.

Th e correlation analysis results corroborated 
the existence of positive relationships between 
organisational standard practices maturity and 
all ICT stakeholder project outcomes assessment 
criteria. Th is result validated Hypotheses 2A and 
2B, which are that project and ICT governance 
standard practices adoption success on all fi ve 
levels as discussed.

An interesting observation of a strong correlation 
between the organisational maturity levels of 
standard practices of project and ICT governance, 
where a strong overlap was also indicated, 
which meant that these standard practices were 
complementary. Organisations will derive better 
results if both sets of standard practices are adopted 
and strengthened with the same level of attention 
from management. Th is result corroborates the 
views of Marnewick and Labuschagne (2011) and 
Bernroider et al. (2011), who maintain that ICT 
projects should, by extension, be guided by ICT 
governance.

KEY FINDINGS AND 
RECOMMENDATIONS 
Business and strategic successes are critical ICT 
project outcomes assessment criteria for both 
internal and external business stakeholders, and are 
futuristic measures that are key to organisational 
sustainability and investor confi dence. Hence, the 
assessment of ICT projects from the dimensions 
of business and strategic success, is deemed very 
important for stakeholders. Th e study results, 
however, indicated that organisations failed to 
deliver on these criteria, which could be because 
of the tendency for project stakeholders at tactical, 
project and user/client phases to be short-term 
focused.

Recommendation: ICT project stakeholders at 
various levels must be managed in such a way as to 
motivate them to be more focused on delivering 
ICT projects in order to derive both short-term 
and future value from ICT investments.

ICT governance and project standard practices 
were found to be very complementary, as shown 
by the study analysis results, and a great overlap 
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was found to exist between these two standard 
practices. Th e complementary nature of this 
relationship meant that adopting one of the 
standards without equally strengthening the other 
could lead to adoption paralysis; i.e. a situation 
where the standard, though adopted, does not 
translate to or guide management decisions and 
principles.

Recommendation: To improve organisational 
performance for the various project outcomes 
assessment criteria, the adoption of, and 
adherence to, both standards must gain equal 
focus and be equally strengthened.

Conclusion: Th is study established the fact 
that great opportunities and synergies exist in 
ensuring that both project and ICT governance 
standards are entrenched within organisations. 
Th e adoption of one without the other, however, 
will not deliver desired results, since the two 
standard practices are complementary, and 
should be operated in tandem.

Future studies are required to determine which 
specifi c ICT governance practise are required 
to shore up performance of ICT project. Th e 
literature already exists to inform project managers 
what the key success factors for projects are. It 
is therefore the researcher’s view that a multi-
disciplinary approach is required to inject new 
knowledge in the project management discipline 
in order to achieve elusive project success.
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ABSTRACT 
Organisations tend to outsource some of their 
functions to third-party suppliers or vendors. 
Most of these functions are IT projects that are 
planned, executed and managed by virtual team 
members. Th e organisation and the vendor are 
located remotely from each other. However, in 
the course of these contracts, a governance model 
needs to be adopted to decrease operational 
and compliance risks. While organisations are 
expected to have their own governance models 
and methods, the question this paper sought to 
answer was whether governance is applied in these 
scenarios and whose governance is applicable.

Using a quantitative study on this subject and using 
questionnaire as a data collection instrument, this 
study has found that most organisations apply 
their in-house governance principles on their 
projects whether they were carried out by vendors 
virtually or not, and that they are in control of the 
governance method and rules applied. Th e results 
indicated that although governance measures are 
formally adopted by organisations, they’re not 
adequately monitored for compliance.

Key terms: IT governance, IT outsourcing, Vir-
tual Team, IT governance frameworks 

INTRODUCTION 
Organisations have downsized, re-organised, 
and adopted organisational structures in the face 
of global competition and changing business 
landscape (Townsend, De Marie, & Hendrickson, 
1998). One of the outcomes of these changes is 
the adoption of global virtual teams (Saunders, 
Van Slyke & Vogel, 2004). Th e popularity and 
adoption of Global Virtual Teams is fuelled by 

the increasing reliance on virtual team work, 
major improvement in telecommunications, 
and advancement in collaborative technologies 
(Saunders, et al., 2004).

Th e ability to have eff ective virtual teams may 
have inadvertently triggered or contributed to the 
growth in the use of outsourcing. Organisations 
outsource some of their tasks strategically to reap 
the benefi ts of utilizing the services of specialised 
services from other organisations specialising 
in their non-core areas (KPMG, 2012, Deloitte, 
2014). As competition become aggressive, 
organisations are constantly evolving as they 
face challenges by these competitors (KPMG, 
2012). According to Townsend et al. (2004) and 
Hamersly, (2015), virtual teams in outsourcing 
environments can address the evolving 
organisational challenges that arise when some 
key processes have been outsourced to fi rms that 
are more specialized in that area. Virtual team 
work has become part of the answer to these 
challenges where organisations can leverage on it 
to achieve competitive advantage (Wong, 2004).

Most information systems projects fail (Erasmus 
& Jele, 2018). Th e reasons for this are varied 
and complex, especially since project managers 
regard themselves as competent (Marnewick, 
Erasmus, & Joseph, 2016). In today’s reality, 
organisations need to collaborate to achieve 
success, but challenges ensue when relationships 
between organisations are formed (Townsend, 
DeMarie & Hendrickson, 1998; Geister, Konradt 
& Hertel, 2008). Th is is even more common 
when a group of people from diff erent cultures, 
languages, time-zones, beliefs, work ethnics, 
etc. need to collaborate on a project (Greenberg, 

IT GOVERNANCE AND VIRTUAL TEAM OUTSOURCING 

Mr. Sylvester Kachi
University of Johannesburg
Johannesburg, South Africa

E-mail: 201477138@student.uj.ac.za

Mr. Wikus Erasmus
University of Johannesburg
Johannesburg, South Africa
E-mail: werasmus@uj.ac.za



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

153

Greenberg & Antonoucci, 2007). Th e governance 
instituted in organisations must be propagated to 
their external projects (Hamersly, 2015). For this 
reason, the need for a governance structure in 
these relationships cannot be disputed (Beulen & 
Ribbers, 2007).

Evidence available suggests that lack of governance 
and business knowledge has contributed 
signifi cantly to the high failures of IT projects, 
especially in the context of virtual outsourced 
teams being used (Hamersly, 2015). IT is therefore 
the objective of this paper to attempt to gain 
understanding on the governance practices and 
value of governance in terms of virtual teams and 
outsourcing. Th e following research questions are 
therefore of importance in this paper:

i. What is the perception on the eff ectiveness of 
governance activities in outsourcing? 

ii. What is the perception on the eff ectiveness of 
governance activities on virtual teams? 

GOVERNANCE, OUTSOURCING AND 
VIRTUAL TEAMS 
2.1 Defi ning Governance 
Governance has become a critical part of 
organisations, economies and countries partly 
due to the fi nancial scandals that rocked fi nancial 
industries around the world, and that dented the 
images of many organisations and individuals (Li, 
Naughton & Hovey, 2008; Sollicito, 2005). Th ese 
occurrences highlighted the need for proper 
accountability and governance. Th ere are diff erent 
methods and types of governance and governance 
itself is hard to defi ne because it means diff erent 
things depending on the context, industry, the 
organisation type, hierarchy, and so on (Kelly, 
2010). It is important to distinguish governance 
in this context from other forms of governance 
(Institute of Directors Southern Africa, 2016).

A comprehensive defi nition of IT governance 
on the other hand is provided by IT Governance 
Institute (2003) “IT governance is the 
responsibility of the board of directors and 
executive management. It is an integral part 
of enterprise governance and consists of the 
leadership and organisational structures and 
processes that ensure that the organisation’s IT 
sustains and extends the organisation’s strategies 

and objectives.”

2.2 IT Governance as a Requirement 
Since IT is said to be the bloodline of most 
organisations (Von Solms & Von Solms, 2008), 
it is therefore imperative that the owners 
or directors safeguard IT services through 
good IT Governance. Business executives 
agree that business and IT are integral to the 
success of organisations and therefore the 
two must be aligned to ensure sustainability 
(PricewaterhouseCoopers, 2009). In the South 
African context this is achieved by the adoption 
of the King IV report that explicitly includes IT 
Governance as an aspect that Directors should be 
responsible for and knowledgeable about (Institute 
of Directors Southern Africa, 2016). In the past, 
business executives could treat IT decisions 
with some degree of levity. Th ey could aff ord to 
delegate, ignore or avoid IT-related decisions. 
Th is is no longer the case (Peterson, 2004). IT 
Governance is critical in an organisation, and as 
a recommendation of various governance guides 
or frameworks, such as the King Report, SOX 
Act, COBIT 5 and other corporate governance 
Acts and codes, it is the responsibility of the 
highest level of organisations which is the Board 
of Directors (PricewaterhouseCoopers, 2009; Li, 
Naughton & Hovey, 2008; Institute of Directors 
Southern Africa, 2016; Information Systems 
Audit and Control Association, 2012).

2.3 General Background on Outsourcing 
As the economic climate is getting more diffi  cult 
for private and public organisations, the need to 
innovate and strategize is increasingly important 
(Hojnik, 2010; Kremic, Tukel & Rom, 2006). In 
the pursuit of survival, organisations are faced 
with a general need to minimise cost, increase 
profi t, and stem competition, etc. in order to stay 
relevant in business (Rob, et al., 2016; Deloitte, 
2013). One of the ways they achieve this is by 
outsourcing some of their functions especially 
their non-core functions to other organisations 
that are well-established in those functions 
(Cheon, Grover & Teng, 1995).

2.4 Why Do Organisations Outsource? 
Th ere are many reasons for an organisation to 
decide to outsource a function. An organisation 
may opt for outsourcing for cost savings while 
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another organisation may be in it for quality 
improvement. Others may do so for a combination 
of reasons such as cost savings, reduced capital 
expenditures, eliminating problematic, increased 
speed, access to latest technology/infrastructure, 
augment staff , access to skills and talent, increase 
focus on core functions and legal compliance to 
name a few (Fan, 2007; Gonzalez, Gasco & Llopis, 
2010) .

2.5 Signifi cance of Governance in Outsourcing 
Outsourcing services is a trend that is on the 
rise irrespective (Deloitte, 2013). But while 
organisations continue to adopt outsourcing 
because of the benefi t it off ers, organisations must 
be aware that outsourcing is also risky (Gewald & 
Helbig, 2006; Deloitte, 2013; Grembergen, 2002; 
PWC, 2008; Deloitte, 2014). Th e risks associated 
with outsourcing must be intentionally addressed 
in a formal manner hence the need for governance 
in Outsourcing (Deloitte, 2013). Th is involves 
clearly setting the objective for the outsourcing 
relationships, defi ning roles, responsibilities, 
performance measurement, interfaces and 
controls for change management, as well as other 
relevant services (Amberg & Nair, 2016).

Governance ensures compliance where it is legally 
required to do so (Peterson, 2004). Th erefore, 
regulations and other compliance-related factors 
have signifi cant impact on the success of IT 
projects. However, non-compliance to eff ective 
governance strategy by these organisations, as well 
as the lack of appropriate guiding methodologies 
could jeopardize these benefi ts and lead to 
project failures (Kremic, Tukel & Rom, 2006). 
In the South African context where King IV 
advocates a “Comply or Explain” approach rather 
than a “comply or else” requirement, it is up to 
the organisation itself to establish governance 
policies and enforce them if they have an appetite 
for governance.

2.6 Linking Outsourcing and Governance 
Eff ective outsourcing governance ensures that all 
the potential benefi ts and value of an outsourcing 
contract is achieved (CGI, 2017). Outsourcing 
governance structures are constructed to manage 
risks that might arise from the engagement. 
Th erefore, there is a need to have a well-grounded 
and established governance regime (Gewald & 

Helbig, 2006).

2.7 Eff ective Governance and Outsourcing 
Relationship 
Th e success or failure of an outsourcing 
relationship depends on eff ective governance 
(Singleton, Xiong & Wey, 2015). Recent studies 
have indicated lack or inadequate outsourcing 
governance to be the chief reason for organisations 
that failed to achieve the desired outcome of their 
outsourcing engagement (Gewald & Helbig, 2006; 
Singleton, Xiong & Wey, 2015; CGI, 2017). Th is is 
indicative of a problem with the management of 
the relationship (Gewald & Helbig, 2006; Amberg 
& Nair, 2016). It is clear that governance of an 
outsourcing relationship is a two-way process 
that requires eff ective communication from both 
sides, a protocol must be set to ensure consistency 
in the fl ow of information, control and exchanges 
in order to eff ectively manage the relationship for 
the ultimate benefi t of all involved (PWC, 2008; 
IT Governance, 2016; Deloitte, 2014). Th e notion 
of eff ective governance is nebulous at best at the 
moment however the positive impact of good 
governance, while not a mere exercise in adhering 
to policies, should add value to the operations of 
an organisation (Nath, 2018).

2.8 Importance of Governance in Projects using 
Virtual Teams 
IT projects or any project undertaken by 
an organisation is a risk (Hamersly, 2015). 
Irrespective of the method through which 
the project is executed (using virtual teams or 
not), there will be a need for governance and 
management from both the host organisation and 
the guest organisation (Hamersly, 2015).

3. RESEARCH METHOD 
In line with the objective of this study, quantitative 
research was conducted, and questionnaires 
were administered a convenience sample of 
500 respondents. One hundred and sixty-four 
individuals responded. Th e population consisted 
of individuals who were involved in information 
systems projects as project managers and team 
members. Th e population size is inscrutable.

Th e questions were to assess the state of IT 
governance in organisations in terms of adoption, 
use, and usefulness. As part of the process, the 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

155

respondents were asked to provide their opinion on 
the eff ectiveness of IT governance in outsourcing 
and its application in virtual team work scenarios 
for their organisation. Th e variables contained in 
the questionnaire are gleaned from the large body 
of literature about governance and its impact.

Th e questionnaire was divided into 4 main 
sections:

• A demographics section 
• Perception of the overall Eff ectiveness of IT 

governance 
• Eff ectiveness of IT governance in outsourcing 

of vendors 
• Eff ectiveness of IT governance in outsourcing 

of virtual teams 
Th e next section will address the main results.

RESULTS AND ANALYSIS 
Th is section will address the main results obtained 
from the sections as outlined above. Th ese will 
also then be discussed in the same sections.

Demographics 
Th is section describes the data set, starting with 
the industry in Figure 1.

Th e greatest number of respondents emerged 
from the fi nance and banking industry followed 
closely by people employed in the IT Services 
Industry. Th e number of respondents directly 
related to IT and information systems industry 
is in the majority. Keeping in mind that the all 
respondents are involved in IS projects.

Th e roles of the respondents varied but good 
representativity was achieved among the most 
common IS project team member roles as seen 
in Figure 2. 

IT Engineers, analysts and project managers were 
almost equally represented.

Although most of the respondents have received 
some for of project management or governance 
training, the minority achieved a formal 
certifi cation or qualifi cation in this area as seen 
in Figure 3.

Th e largest discrepancy being between those who 
have a certifi cation in project management or 
some form of IT governance and those without. 

Th is is a worrying result that may explain some 
anomalies in the data. Figure 4 indicates in which 
areas the certifi cations that do exist are held:

FIGURE 1: INDUSTRIES
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Of all certifi cations held by the respondents, 
40% are represented by some form of project 
management certifi cation. Th is is of course 
gratifying to see as project managers only account 
for almost 23% of respondents. It must be noted 
that respondents may hold multiple certifi cations

Th is of course begs the question as they why 
originations would want to adopt governance 
practices in the fi rst place. Figure 5 indicates the 
most prominent reasons for such action.

Organisations cited adherence to organisational 
strategy, compliance with legislation and 
business reasons as the key drivers for adopting 
certain governance measure. Two of the 
most important reasons are voluntarist while 

compliance to legislation is an industry specifi c 
reason. Considering that Finance and banking 
makes up the largest portion of this dataset and 
that this industry is extremely well regulated, it 
would come as no surprise that this is a main 
consideration. It is however worrying to note 
that Uniting IT with Business has scored so low 
in this metric since this is a key component of 
supporting organisational strategy.

It is also important to investigate what kinds of 
functions organisations choose to outsource. 
Figure 6 indicates the main areas of outsourcing.

4.1 Eff ectiveness of IT Governance
Part of the key objectives of this work is to 
investigate the eff ectiveness of Governance in 

FIGURE 2: ROLES 

FIGURE 3: TRAINING AND CERTIFICATIONS 
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FIGURE 4: CERTIFICATIONS HELD 

FIGURE 5: REASON TO ADOPT FORMAL GOVERNANCE 

FIGURE 6: FUNCTIONS OUTSOURCED
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South African organisations, specifi cally in the 
IT domain. On the scale of 1 to 5 for strongly 
disagree, partially disagree, neutral, agree and 
strongly agree respectively. Respondents were 
asked about what they feel about the eff ectiveness 
of governance in their environment by asking 
them the extent to which they agree with the 
questions. Figure 7 demonstrates these fi ndings 
by reporting on the means of each element in this 
section.

Th e respondents overwhelmingly indicated 
that they perceive IT governance to provide 
value and some benefi ts such at reducing risk, 
cost saving and increased project success. It is 
however interesting to note that the perception of 
respondents that there is a measurement system 
in place is comparatively much lower. Th is of 
course begs the question why the respondents 
have such a positive perception of the effi  cacy of 
governance practices when there is not as much 
objective evidence to support their perceptions

4.2 Adoption of IT Governance in Outsourcing 
of Vendors 
Figure 8 indicates to what extent certain 
governance practices pertaining to outsourcing 
have been adopted.

Although the vast majority of respondents 

support the statement that there is value in 
outsourcing certain IT functions, there seems to 
be less implemented to ensure value is derived 
from this activity. It does seem that organisations 
prefer to be responsible for governance even 
when external parties whit their own governance 
regimes are performing work. Th ere also seems 
that mechanisms are in place to measure the 
eff ectiveness of such arrangements. Th e problem 
seems to be that the respondents tend to disagree 
that there is a body or individual responsible for 
outsourced projects.

Th ere seems to be some level of compliance, but 
the level of actual compliance does not seem to be 
monitored or validated in many instances.

4.3 IT Governance compliance in remote team-
work 
Respondents tend to generally agree that virtual 
teams were useful for achieving the objectives of 
their organisations. Th is construct has the highest 
mean tending towards ‘agree’ on the questionnaire 
as shown in Figure 9.

Similarly, on questions regarding the use of 
remote virtual workers, recommending working 
with virtual teams, if there are challenges applying 
governance in working with virtual teams, the 
mean was above 3.5. On whether governance is 

FIGURE 7: EFFECTIVENESS OF IT GOVERNANCE
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fully applied and on projects that are executed by 
outsourcing to remote teams, the responses were 
not so positive with a mean of 2.87 and 2.88.

Here there is a lot more concern with how 
confi dential information is managed in the 
virtual team context where this was not a big 
concern in the normal outsourcing context. And 
although a formal agreement exists on governing 
the relationship in most cases, it does not seem to 
be fully implemented as this is the variable with 
the most negative response at 2.87.

5. SUMMARY AND CONCLUSION 
Th is research work attempted to investigate the 
actual implementation of IT governance following 
corporate governance principles as expected by 
organisations by their stakeholders. Th e study 
conducted using a survey and administering 
questionnaires as data collection tool received 
one hundred and sixty four responses. From these 
responses the study was able to answer questions 
set out in its objectives.

Th e study also found soft ware development to 
be the highest function that is outsourced by 

FIGURE 8: ADOPTION OF IT GOVERNANCE IN OUTSOURCING

FIGURE 9: GOVERNANCE AND VIRTUAL TEAMS
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organisations at 17.70%, followed by IT Services 
(soft ware) at 16.30%. Th is maybe the link between 
the function that is outsourced and the nature 
of the project communication as in the case of 
virtual teams.

Th e areas under investigation can be divided 
into two and summarized. Results obtained from 
the study shows that there is a high number of 
organisations that have adopted IT governance 
principles within and without. Th e results show 
that respondents agree that IT governance is 
eff ective for managing external vendors effi  ciently 
and eff ectively. Secondly, there is IT governance 
compliance in virtual team work. Th e perception 
unequivocally exists that the respondents believe 
there is value in governance structures and 
procedures and that relatively formal adoption 
rates exists in both categories.

Th e main concern that the data highlights is 
that just because certain practices are formally 
adopted, compliance is not guaranteed. In 
both instances, there is a lack of monitoring to 
determine the level of compliance. Th is is the 
death of governance. Governance cannot be 
determined to have value if it is not measured 
and monitored. Th is is the case both for vendor 
outsourcing and virtual team outsourcing.

Another noteworthy result is the fact that there 
exists a greater level of trust in vendor outsourcing 
with regard to the use of confi dential information 
than in virtual team outsourcing. Th is could be 
that more formal agreements are reached with 
vendors than with virtual teams. Th is is another 
failure of governance but from the outset.

Finally, this work concluded that there is IT 
governance in practice, that IT governance is 
applied in outsourcing relationship as well as in 
virtual team environments.

6. MANAGERIAL IMPLICATIONS, 
LIMITATIONS AND FUTURE RESEARCH 
Th e managerial implications are clear in this regard. 
Firstly, the outsourcing relationship is valuable to 
the organisation as it provides additional skills 
in order for the organisation to implement its 
strategy. It is however very important for these 
outsourcing measures to be guided and governed 

through monitoring the results. Without such 
monitoring or benchmarking, the value of such 
governance is inscrutable. In order to achieve 
this, it is worth considering installing a specialist 
individual with a specialist role of managing 
these vendor and virtual team relationships. Since 
both seem to suff er from the same inadequacies, 
this body can coordinate, guide and control these 
eff orts. Ultimately, this role should be able to 
determine the benefi ts of this relationship when 
governance processes are properly implemented.

Secondly, greater rigour should be applied to 
agreements and processes on how virtual team 
handle sensitive or confi dential information. 
Respondents at this stage trust vendors more 
with their sensitive information than virtual 
teams. Th is is a symptom of virtual teams not 
being managed as closely or to the same degree 
of rigor. Th erefore it is a recommendation that 
virtual teams who are outsourced should also be 
brought under the same governance regime that 
remains proper and eff ective as in the rest of the 
organisation.

Th is study is limited by the geographic nature of 
the respondents, being only from Johannesburg 
and cape Town. A larger sample would provide 
greater certainty and possibilities for extrapolation 
to the greater population. It is therefore envisaged 
that future research will expand the sample greatly 
in order to adequately perform exploratory and 
confi rmatory factor analysis.
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ABSTRACT 
Unemployment worldwide but specifi cally in the 
South African context is alarming. It is argued that 
employability off ers a solution to unemployment. 
Employability touches the employed as much as 
the unemployed as hard-paid taxes increasingly 
fl ow to the poor for social relief. Th erefore, 
employability can and may not be regarded as 
an isolated problem. Th e employability challenge 
is compounded by the advent of the Fourth 
Industrial Revolution (4IR). Yet, employability 
is still described as a fuzzy concept with many 
defi nitions and meanings. Th e paper has two 
objectives, namely to provide a holistic overview 
of employability and secondly, to contextualise 
employability in the setting of the 4IR. Th e paper 
off ers a theoretical perspective on employability 
and the infl uence of the 4IR, as well as the 
implications for the various stakeholders. Th e 
main fi ndings of the paper are that the established 
defi nitions and approaches limit thinking, as 
they did not solve the unemployment problem 
and employability gap in the fi rst world. Th e 4IR 
revolution will have fi ve main implications for the 
organisation, namely new customer expectations, 
collaborative innovation, product enhancement, 
organisational forms, and skill requirements. 
Failure to align employability skills with the 4IR 
requirements will increase the skills gap in the 
4IR.

Keywords: Employability, Employability gap, 
Unemployment, Fourth Industrial Revolution
 
INTRODUCTION 
Globally, unemployment has been described as 
the Achilles heel of governments based on its eff ect 
on the socio-economic environments of nations. 

While many policy interventions and strategies 
have been initiated to address the unemployment 
challenge, little progress is reported. In fact, the 
report of the International Labour Organisation 
(ILO, 2019) on world employment indicates 
that the global youth unemployment rate has 
reached critical and disturbing fi gures. Th e report 
indicates that as much as 20 percent of youths 
under the age of 25 is unemployed and without 
skills. In the South African context, the results 
are even more daunting, considering the high 
overall unemployment rate of 29.9 percent with 
a reported youth unemployment rate for the age 
group 15–34 years at 40.7 percent. Th is statistic 
presents as the highest in the world (Stats SA, 
2019).

Th e challenge of graduate employability remains 
a policy priority for both government and higher 
education institutions (HEIs). Accordingly, the 
employability topic has dominated the research 
agenda in the past two decades (Tomlinson, 2012). 
Various theories, constructs, and approaches 
have been postulated to establish appropriate 
curricula and training interventions to develop 
the employability skills needed by organisations 
to face their organisational and market challenges. 
However, Wilson and Marnewick (2018) report 
that HEI curricula still cover only an approximate 
30 percent of the employer skill and competency 
demands, resulting in a substantial gap between 
skills supply and demand.

Th e employability challenge is compounded by 
the advent of the Fourth Industrial Revolution 
(4IR). Klaus Schwab (2017:1), who is widely 
known as the father of industrial revolution 
theory, describes the 4IR as follows:
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We stand on the brink of a technological revolution 
that will fundamentally alter the way we live, 
work, and relate to one another. In its scale, scope, 
and complexity, the transformation will be unlike 
anything humankind has experienced before. We 
do not yet know just how it will unfold, but one 
thing is clear: the response to it must be integrated 
and comprehensive, involving all stakeholders of 
the global polity, from the public and private sectors 
to academic and civil society.

Th e unprecedented exponential speed, scope, and 
eff ect on the entire global economic, industrial, 
and business systems of production, management, 
and governance will clearly distinguish the 
4IR from its predecessors. Even though it is 
predicted that the 4IR will off er economic growth 
opportunities and increased productivity, its 
eff ect will be felt predominantly in the economic 
and skill domains. Market challenges during 
the 4IR range from signifi cant job creation to 
job displacement and from heightened labour 
productivity to widening skill gaps (Petrillo, De 
Felice, Cioffi   & Zomparelli, 2018). While new 
jobs will materialise, i.e. in renewable energy 
technologies and technological advances, others 
will disappear or be replaced partly by machinery 
and digitalisation technology (World Economic 
Forum, 2016).

Th e 4IR forces are shift ing fast, and the demand 
for new skills and competencies escalates at a 
faster rate than it did in the previous decade 
(Frost & Sullivan Consultancy, 2015). Th e eff ect 
will be felt not only in a widening skills gap, but 
also in terms of technological unemployment 
that refers to the position when rapid expansion 
of digitalisation and technology leads to obsolete 
skills of current employees (Peters, 2017). Th us, 
employability in the context of the 4IR refers to 
the potential not only to obtaining employment 
but also to keeping employment.

PROBLEM INVESTIGATED 
It is argued that employability off ers a solution 
to unemployment (Van der Heijde, 2014). Yet, 
it is still described as a fuzzy concept with many 
defi nitions and meanings. First raised as a concept 
during the late 1800s, its meaning has changed 
in various ways (Gazier, 1998). Originally 
regarded as a dichotomous term relating to 

unemployment and welfare aspects, it was linked 
subsequently to a second-wave concept of social-
medical employability relating to disability and 
even benefi ts accounting (Gazier, 1998). Th e 
employability concept changed during the 1980s 
to the focus of the modern view, namely the 
arrangement of initiative employability. Th is view 
holds that development of employability is the 
responsibility of the graduate (Bagshaw, 1996). 
On the other hand, interactive employability 
emphasises the responsibility of the individual 
but places it in relation to the employability 
of others, job opportunities, higher education 
institutions and labour market rules (McQuaid, 
Green & Danson, 2013).

Whatever the conceptual understanding, 
employability strikes at the heart of global 
economies, government policies, organisation 
growth, and individual survival. It touches the 
employed as much as the unemployed, as hard-
paid taxes increasingly fl ow to the poor for social 
relief. Single-family households become multiple 
family households as pressure on families to 
take care of their own increases. An increasing, 
adverse occurrence is when households are 
headed by children when parents die or leave to 
seek an income in greener pastures (Meintjies, 
Hall, Marera, & Boulle, 2009). Th erefore, 
employability can and may not be regarded as 
an isolated problem and the responsibility of a 
single party. Th e reality is that the concepts and 
their interrelatedness are intrinsically complex, 
as it involves individual factors, personal 
circumstances, and external factors, i.e. labour 
market factors, macroeconomic factors, vacancy 
and recruitment dynamics, and policy factors 
(McQuaid & Lindsay, 2005). In spite of suffi  cient 
evidence in support of employability as an 
integrated system, few studies have sought to 
combine the diff erent employability viewpoints 
into a single meaningful concept. Accordingly, 
attempts still fall short of addressing employability 
as a whole-system approach (Togo & Nhamo, 
2012).

RESEARCH OBJECTIVES 
To bring some clarity to the employability 
concepts, this theoretical paper seeks to present 
a literature review with the fi rst objective to 
provide a holistic overview of employability. Th e 
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development of a defi nition of employability will 
be discussed within the three dominant views of 
labour market priority, skill demand, and a skill 
supply concept. Th e main approaches through 
which employability as a concept has developed 
will be introduced briefl y. Th e second objective 
of the paper is to contextualise employability in 
the context of the 4IR and discuss the theoretical 
implications of the 4IR for organisation and 
graduates.

RESEARCH METHODOLOGY 
Th e paper provides a literature review through 
a desktop study using secondary data obtained 
in articles by means of searches in diff erent 
databases.

LITERATURE REVIEW 
Th e review commences with a consideration of 
the development of employability as a concept 
in views on the labour environment, skill supply 
and demand. Th e discussion is followed by an 
overview of the industrial revolution with a focus 
on the context of the 4IR and its implications for 
organisations and graduates/employees.

DEFINING EMPLOYABILITY 
Employability research has dominated the research 
agenda for the past decades. Subsequently, many 
endeavours to clarify the concept produced 
a confusing range of descriptions aff orded to 
employability. Th e literature provides a rich 
and diverse basket of meanings, contexts, and 
defi nitions of employability. It is evident that, 
by means of seeking general theory, the various 
defi nitions established the understanding of 
those in employment, those seeking employment, 
government policy, HEIs, and employers. Th e 
majority of scholarly works link employability 
with the capacity to obtain and keep a job 
in terms of initial employment as well as the 
movement of employment within and between 
organisations (Tomlinson, 2018). In these 
scholarly understandings, employability has been 
viewed predominantly in three domains, namely 
the labour market (economic) view, supply of 
appropriate higher education skills, and the skills 
and capabilities needed by employers for growth 
and relevance in their economically challenged 
environments.

Employability Defi ned as a Labour Market 
Priority 
In a progressive, knowledge-based economy 
driven by ever-changing technology, the ability 
of graduates to be able to adapt and respond is 
deemed critical for economic growth (McQuaid 
et al., 2013). It is no surprise that employability 
commands a central priority in policy priorities 
of labour markets and the United Nations (UN). 
Finding the balance between marketplaces, 
workplaces, disadvantaged groups, and the 
unemployed remains a critical discussion point in 
parliamentary corridors and labour forums. Th e 
discussions and strategies led primarily by the 
Council of European Communities (CEC, 2003) 
seek to obtain the four principal objectives of (i) 
investment in human capital development and 
lifelong learning; (ii) employment undescribed 
by quality and productivity; (iii) cohesion, and 
(iv) inclusive labour markets.

Various defi nitions were used to describe 
employability in the labour market environment. 
Th e Canadian Labour Force Development Board 
(CLFDB, 1994: viii) describes employability as 
“the relative capacity of an individual to achieve 
meaningful employment given the interaction of 
personal circumstances and the labour market”. 
Knight and Yorke (2002:8) off er a comprehensive 
defi nition, defi ning employability as “a set 
of achievements, skills, understandings, and 
personal attributes that make individuals more 
likely to gain employment and be successful in their 
chosen occupations, which benefi ts themselves, 
the workforce, the community, and the economy.” 
Th ese input factors should allow “graduates to 
start their work as eff ective professional employees 
from the fi rst day of employment” (Ferns, Smith 
& Russell, 2014:1). However, Holmes (2015) 
argues that Knight and York’s approach is 
theoretically fl awed because it ignores the eff ect of 
sociocultural factors (class, ethnicity, and gender) 
on employability development. In an attempt to 
close the conceptual gap and give direction, the 
employability perspective became a prominent 
focus within the HEI fraternity (Coetzee, 2011).

Employability Defi ned within a Skill Supply 
View 
Within the skill supply view, employability is 
discussed as the development of students, learners 
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and the unemployed to be able to demonstrate 
employability potential to prospective employers. 
HEIs are predominantly responsible for this 
outcome. Accordingly, the focus is on the ‘what’ 
HEIs should develop to satisfy the employers’ 
skill needs. Hillage and Pollard (1998) tender one 
of the earliest and most simplistic defi nitions, 
defi ning employability in terms of having the 
capabilities to get employment, remain employed, 
and fi nd new employment if necessary. Th e 
defi nition proved to be problematic, as skills 
and abilities alone do not ensure employment. 
Nilsson (2010) argues that individual 
characteristics, attitude, behaviour, and labour 
market conditions integrally also contribute to 
graduate employability. Wilton (2014:8) supports 
Hillage and Pollard’s (1998) view and postulates 
employability as “the individual possession, and 
the ability to convey the possession, of the skills, 
knowledge and personal attributes, that are 
positively associated with future job performance 
and are appropriate to a specifi c organisational 
and work setting”.

On the other hand, Harvey (2001) presents 
employability as a single factor in his 
Employability Development model. Th e model 
holds that employability is a lifelong process of 
empowerment through critical refl ective learning. 
While Harvey’s (2001) defi nition diff ers partially 
from those of other scholars in terms of context, 
some agreement can be found in the works 
of prominent scholars like Ferns et al. (2014), 
and Jackson and Wilton (2016). Harvey’s view 
has also found its way into the highly regarded 
employability competency model postulated 
by Van der Heijde and Van der Heijden (2006). 
Th e model views employability as a function of 
learning, which involves a process of learning and 
adaptation of personal elements like personality, 
attitudes, and ability. Knight and Yorke (2002), 
as well as Copps and Plimmer (2013), challenge 
Harvey’s view and argue that employability is a 
non-linear process in which multiple factor and 
not only a single factor contribute. Th ey explain 
that every student’s development journey diff ers. 
Th is complicates the assumption of a model 
that a single factor will warrant employability 
(Tomlinson, 2012; Van der Heijde & Van der 
Heijden, 2006). Tomlinson (2017) expanded 
these factors and included them in his defi nition 

of employability as a set of critical personal capital 
resources that create market value for graduates.

Faced with an employability concept not properly 
defi ned or even understood, HEIs struggled to 
model changes to the traditional content-driven 
curricula. Following the many descriptions, 
widespread modelling ensued to put a face to the 
employability concept (Boden & Nevada, 2010; 
Jackson, 2014).

One of the instrumental approaches was postulated 
through the works of Knight and Yorke (2002, 2004) 
who attempted to contextualise employability 
development through a curriculum approach 
aimed to connect the employability skills agenda 
to degree programmes through more complex 
and deeper learning experiences. Building on 
the works of Hillage and Pollard (1998), Knight 
and Yorke (2002:2) conceptualise employability 
as “the possession of understandings, skills, and 
personal attributes to complete tasks adequately 
at the graduate level”. Subsequently, Yorke (2006) 
raised the argument that HEIs should concentrate 
on both embedding subject-specifi c learning 
in curricula and supplying related practical 
experience. Yorke and Knight (2004) argue 
further that for students to be more employable, 
they also need to be able to display the general 
and specifi c skills required by employers, consider 
their behaviour, have an awareness of their skills, 
strengths, and weaknesses, and be willing to 
develop their shortcomings in skills. However, 
Jackson (2014) warns that continuously adjusting 
curricula would be not only impossible, but 
also reckless in the face of delivering successful 
and positive learning outcomes. As employers 
raised calls for soft er, non-technical skills, the 
focus turned to employability as a psychosocial 
approach. Fugate, Kinicki and Ashford (2004:15) 
describe the approach as one that “embodies 
individual characteristics that foster adaptive 
cognition, behaviour, and aff ect, and enhances the 
individual-work interface”. As employers regarded 
skill without the appropriate corresponding 
behaviour as inadequate, the behavioural 
approach was developed. Th e approach presents 
behavioural competency as a lifelong process of 
refl ective practices and self-development (Dacre 
Pool & Sewell, 2007). Of similar mind regarding 
individual self-development commitment, Fugate 
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and Kinicki (2008:512) discuss employability 
within a dispositional approach from the 
viewpoint of organisational change and defi ne it 
as “a constellation of individual diff erences that 
predispose individuals to (pro) active adaptability 
specifi c to work and careers”, which includes 
graduates’ proactive self-management to counter 
adversity, be proactive, develop resilience, do self-
assessments, and refl ect.

Holmes (2013) presents the graduate identity 
approach as an alternative to the employability 
debate. Th e approach incorporates the skill, 
behavioural, dispositional, and psychosocial 
approaches in one identity approach. Holmes 
(2013) argues that graduate identity signals 
employability potential to employers. Scholars, 
i.e. Chan (2013) and Jackson (2014), agree 
signifi cantly that employability is dependent on 
contextual employment, which requirements will 
diff er between occupations and applications. In 
spite of the multiple defi nitions and approaches, 
the skill levels and work readiness of graduates 
still fail to support organisational requirements 
(Department of Higher Education and Training 
– DHET, 2011). Accordingly, many scholars 
turned to defi ne employability in the voice of the 
employer.

Employability Defi ned within a Skills Demand 
View 
In considering the employer demand view, the 
Confederation of British Industry (CBI, 1999:1) 
attempts to explain employability in terms of 
organisational benefi t and describes employability 
as “the possession by an individual of the qualities 
and competencies required to meet the changing 
needs of employers and customers and thereby 
help to realise his or her aspirations and potential 
in work”. Ganzel (2001) expands on this view 
and describes employability as the graduates’ 
potential to perform and adapt to the relentless 
changing workplace demands to become 
successful employees of the organisation. Boden 
and Nedeva (2010:42) defi ne demand-associated 
employability as “a set of attributes that makes an 
individual appealing to a heterogeneous range 
of employers”. Cabellero and Walker (2010:17) 
expand Boden and Nedeva’s (2010) defi nition and 
describe employability as “the extent to which 
graduates are perceived to possess the attitudes 

and attributes that make them prepared or ready 
for success in the work environment”. With regard 
to the contextual form of employability, scholars 
agree that employability implies appropriate skills 
and capabilities of graduates or employees. Most 
views include employability as a key element that 
benefi ts the business environment and improves 
the chances of job seekers to fi nd and keep jobs.

In general, the dissimilarities in defi nitions and 
approaches appear to lie in whether the viewer 
is a policy maker, educational institution, or 
employer and how economic and market drivers 
infl uence these stakeholders. In addition, its eff ect 
on the business world and economy is limited 
by operational and theoretical narrowness. Th e 
common assumption that the additional supply 
of skilled graduates will stimulate organisational 
growth and economic performance has failed 
miserably, as graduate unemployment continues 
to rise (Sharma, 2014). Th e failure occurred 
predominantly due to little eff ort in aligning the 
workforce development with the business skill 
needs and misalignment in stakeholders’ views of 
what truly represents employability skills (James, 
Warhurst, Th olen & Commander, 2013). It is 
then argued that the established defi nitions and 
approaches limit thinking, as they did not solve 
the unemployment problem in the First World. A 
wider approach is needed to address the demands 
posted in the 4IR.

INDUSTRIAL REVOLUTIONS AS KEY 
DRIVERS OF EMPLOYABILITY 
Haynes and Wolfreys (2007:2) point out that 
industrial revolutions “concentrate change, they 
open new possibilities, some of which…will not be 
taken up but which nevertheless become markers 
of the future”. Accordingly, understanding the 
dynamics brought about by the 4IR will necessitate 
the need to contextualise industrial revolutions as 
historical primary drivers of the global industry 
and economic transformations. Oft en referred 
to as a conglomeration of megatrends, these 
change-driving global forces shape the futuristic 
world as they cause major market shift s that 
change the landscape of economics, labour 
markets, business operations, skill requirements, 
societies, and personal lives (Frost & Sullivan 
Consultancy, 2015). Th e First Industrial 
Revolution (1IR) saw the advent of accelerated 
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transport infrastructure and industrialisation. 
Th e 1IR was a movement away from agricultural 
and handcraft ed activities to mass production 
industries such as coal, railroads, and textiles. Th e 
loss of jobs in certain industries was off set by the 
creation of jobs in others. While the revolution 
saw mass urbanisation, it had limited to no eff ect 
on employability in terms of new skill demands 
(Higgs, 2019).

Th e Second Industrial Revolution, also referred 
to as the Technological Revolution, was 
dominated by expansion in the mass production, 
oil, steel, and electricity sectors. Similar to the 
fi rst revolution, there was a limited eff ect on the 
demand for specifi c skills to ensure employability 
(Higgs, 2019). Th ese fi rst two revolutions off ered 
an exciting time for the advancement of the 
quality of human life and organisations to fl ourish 
(Mokyr, 2018).

Th e Th ird Industrial Revolution (3IR) was marked 
as the era of innovation, which saw the birth of 
manufacturing digitisation, green energy, and 
a change in production methodology through 
automation. Th e rapid expansion of technology 
advancement steered the development of 
international trade and value streams in an 
unprecedented manner at a much faster speed 
than those of the fi rst two revolutions. Th e 
revolution brought a new dimension to the 
modern world of work as machine and computer 
drove an integrated society with little boundaries 
and fast expansion of knowledge-sharing 
and information-processing (Schwab, 2017). 
Adding the concept of globalisation with open, 
global markets and advanced information fl ow, 
market competition has now become the name 
of the game. In this era, economies, societies, 
and business models increasingly converge 
into complex, interdependent, and integrated 
economic systems of production, management, 
distribution chains, and continuous change (Li, 
2017). Within the cycle of continuous change, 
the employability challenge implies that the 
primary competencies of today are the contextual 
irrelevancy of tomorrow. Many facets of the 
new world of work now demand new skills such 
as innovative thinking and fl exibility to react 
and adjust swift ly to satisfy the ever-changing 
demands for new products and services (Fahnert, 

2015). Without the necessary skills, organisations 
cannot position themselves to stay relevant in a 
highly competitive global market (Schwab, 2015).

Historically, the need for employer skills was 
equal to the supply of higher education skills. 
With the commencement of this revolution, the 
status quo was brutally disrupted as changing 
market conditions gave rise to organisations 
increasingly raising the bar in terms of the 
skill level requirements from graduate recruits 
and current employees (Jackson, 2016). While 
organisations are able to adjust their strategies in 
a relatively short time span to align with market 
demands, the same cannot be said for curricula 
of HEIs where changes can be implemented 
only over a considerable period. Consequently, 
graduates are not suitably qualifi ed to meet the 
skills demanded by employers (Osmani, Hindi, 
Al-Esmail & Weerakkody, 2017). As already 
mentioned, the employability challenges posed in 
the First World have not yet been resolved. Th e 
challenge becomes even more daunting when 
considering the predicted eff ect of the 4IR (Peters, 
2017).

Th e 4IR is structured as an expansion of the 
3IR into a conglomerate of the digital, physics, 
and synthetic biology that will involve robotics, 
automation, artifi cial intelligence, digitalisation, 
and the Internet of Th ings (IOT). Th e period 
is referred to as the interconnected network of 
data, people, processes, and objects. Th e main 
objectives of this industrial period are to optimise 
the speed and quality of product or service 
delivery (productivity), increase fl exibility, and 
drive manufacturing for higher effi  ciency through 
automated processes in an eco-sustainable 
manner. In this synthesis, it is postulated that 
humans and machines will merge in a cooperative 
relationship to the advancement of a better world 
for all (Schwab, 2017; Skobelev & Borovik, 2017). 
Considering the historical consequences of 
industrial revolutions, the objective of the 4IR is 
to solve social problems with the focus diverting 
from profi ts and industrial progress to value 
of human life. Th e focus will be on the aspects 
that make the lives of people easier through a 
convergence of science, advanced technologies, 
and robots (Ganzarain & Errasti, 2016). 
Irrespective of these predicted advances, the 4IR 
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presents one of the most signifi cant challenges 
ever to face governments, employers, employees, 
and graduates on a global level, and the eff ect on 
the skill requirements of organisations will be 
severe (Hauer, 2016).

CHALLENGES OF EMPLOYABILITY IN 
THE CONTEXT OF THE 4IR 
Vielmetter and Sell (2014) predict that the 
challenges posed by the 4IR will be channelled 
through six megatrends, namely Gobalisation 
2.0, environmental crises, individualism, value 
pluralism, the digital era, demographic change, 
and technological convergence. Driven by 
market forces, the merging of these megatrends 
will shape a complex internal and external 
organisational environment. Subsequent 
changes in working patterns hold a manifold 
of implications for the market environment, 
organisations, and individuals. It is predicted 
that the eff ects will be similar to those of the 3IR, 
but in an exponentially quicker and stronger way 
(Frost & Sullivan Consultancy, 2015). Notably, 
it is predicted that the skill gap generated by the 
3IR will increase during the 4IR as labour market 
disruptions occur through automation and 
technological displacements. It is then a necessity 
to understand the dynamics of these megatrends 
and their implications for the three domains of 
the work environment, changing organisations, 
and the employability of graduates/employees.

Megatrend 1: Globalisation 2.0 
Vielmetter and Sell (2014) hold that Globalisation 
2.0 will diff er signifi cantly from the fi rst 
globalisation drive. Firstly, the traditional market 
environment and the patterns of commerce will 
change. As digitalisation and technology advance, 
the complexity and speed of doing business will 
increase dramatically. Proactive and innovative 
competitors can disrupt markets and increase 
market share by improving the speed, quality, 
and price of their value creation. Organisation 
competitiveness is not only a representation of 
its market value creation, but also a refl ection of 
its performance, its utilisation of its employees’ 
employability capital, skills, and the capability 
to eff ectively join hands and interact positively 
(Wang, 2016). Accordingly, existing business 
models will become redundant due to these 
competitive forces driving industry changes 

(Schwab, 2017).

Secondly, the focus of Globalisation 1.0 of 
expanding business markets across borders but 
retaining centralised decision-making will change, 
as such business models and the application of 
management practices equally across borders 
do not allow for timely responses to local 
business opportunities (Vielmetter & Sell, 2014). 
Escalating competitive forces in Globalisation 
2.0 and growing economic segregation will 
present multiple challenges for organisations. 
Organisations will be required to develop both 
global and local strategies, as the concept of 
globalisation fi nds its roots in this megatrend 
where global brands would be localised through 
innovative ideas taking cognisance of the local 
economic development, education standards, 
organisational and technological maturity, 
and social and cultural spectrums. A critical 
consequence is that organisations might be 
required to follow confl icting and multiple goals 
simultaneously to reconcile the social, economic, 
commercial, and ecological aspects holistically 
(Vielmetter & Sell, 2014). Th ese collective actions 
require an adaptation of existing knowledge and 
application of it in a diff erent local economic 
environment and demand a paradigm shift  
and the development of contextual awareness 
and intelligence (Khanna, 2014). Historical 
organisational structures were simple and related 
to products or purposes (Oliveira & Takahashi, 
2012). Th e 4IR organisational transformation 
will require agility in both strategic and 
operational innovation. Market and operational 
threats should be determined proactively, and 
appropriate and holistic mitigation strategies 
be set up across the entire organisational 
value chain. To enable leaders during the 4IR, 
Oosthuizen (2017) argues that leadership should 
possess 4IR intelligences. Oosthuizen (2017) 
expands the four leadership intelligences of 
Schwab’s (2016) leadership intelligence model, 
namely physical (body), emotional (heart), 
contextual (the mind), and inspired (the soul), 
by adding entrepreneurial (disposition), strategic 
(orientation), transdisciplinary (perspective), 
ecosystem (in union with environment), socratic 
(philosophy), and ethical (morals) intelligences 
to represent the 4IR intelligence model. It is 
postulated that the expanded model will orientate 



170
WWW.IBC-CONFERENCE.COM

leaders towards safeguarding organisational 
relevancy and growth (Oosthuizen, 2017).

A growing body of literature indicates that 
graduates/employees’ soft  skills will direct the 
degree and direction of job and organisation 
performance, as well as increase competitiveness 
and profi ts. Th e need to learn continuously, 
self-develop, and display appropriate human 
capital and skills will become increasingly 
important to remain employed and to maximise 
organisational performance in the continually 
changing marketplace environment during the 
4IR (Cimatti, 2016; Schwab, 2017; UKCES, 2014).

Megatrend 2: Environmental Crisis 
Th e previous revolutions have aff ected the 
environment and social sphere in which 
organisations operate diversely and irreversibly. 
Globally, green institutions, organisations, and 
governments are facing the critical challenges 
of climate change initiated by automation 
and technological advancements. Production 
activities of organisations and commerce consume 
substantial shares of natural resources and 
consequently produce the major collective eff ect 
on the earth’s environment. Accordingly, natural 
resources have declined rapidly over the past two 
centuries. Th e abuse of natural resources will 
continue more rapidly during the 4IR. A critical 
organisational implication is that today’s society 
does not ignore the abuse of the eco-systems 
anymore (Oosthuizen, 2017). Still focussed on 
quality products and services, the added qualities 
of socially and ethically responsible organisations 
are now included in the demand package of 
consumers (Hannula, 2018). It has become 
imperative for organisations to recognise that 
operational strategies should be considered in 
relation to the earth’s replenishing and balancing 
productivity rate. In contradiction of the 3IR, 
during the 4IR the market success and position of 
organisations will be linked inextricably to their 
attitude towards the ecological environment, 
their carbon and water footprint, and their 
ability to balance profi t maximisation and eco-
sustainability optimally (Ostrom, 2010).

Increased pressure from the green electorate will 
urge governments increasingly to place regulatory 
duties on organisations to adopt sustainable 

operations and embed the environment in the 
value chains, cultures, structures, processes, 
and procedures of organisations. Th e amount of 
transformation and innovation required to give 
eff ect to demands for a sustainable world will 
require organisations to fi nd new ways of thinking 
and collaborate across boundaries, and even with 
competitors, to fi nd joint solutions (Vielmetter & 
Sell, 2014).

For graduate/employees, this megatrend will 
require a green consciousness (Vielmetter & 
Sell, 2014), the ability to identify and mitigate 
threats proactively (Kerner & Th omas, 2014), 
interpersonal skills for stakeholder collaboration, 
and the ability to apply systems holistically 
(Waugh & Streib, 2006).

Megatrend 3: Increasing Individualism and 
Value Pluralism 
In the 4IR, markets will converge into complex 
environments where increased prosperity will 
drive individualism in developing societies. 
With the focus on personal goals and desires, 
the consumer will play a dominant role in 
product demands, demanding consumer rights 
and excellent customer service with a certain 
expectation of good governance (Frost & 
Sullivan Consultancy, 2015). As individualism 
increases, values will diff er increasingly, with 
little commonality in demand. Th e notion implies 
that what is good for one will not be the same for 
another. Schwab (2017) argues that this trend 
will result in an increase in customised products, 
services, and niche market opportunities. Th e 
diminishing principle of economies of scale 
will aff ect the bottom line of organisations 
severely. Organisational fl exibility, consumer 
knowledge, and sensitivity to its customer base 
will increasingly determine organisational profi t 
margin in a fragmented market environment 
(Vielmetter & Sell, 2014).

Th e implications for the organisation will be 
that managerial direction and control will be 
replaced by self-direction and accountability. Th e 
need for soft er skills will increase exponentially 
to satisfy individualist consumers’ demands 
(Frost & Sullivan Consultancy, 2015; Vielmetter 
& Sell, 2014). Hence, graduates/employees will 
need to develop and signal the soft er skills of 
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self-management and motivation, emotional 
intelligence, social intelligence, teamwork, 
customer -orientated qualities, and fl exibility, as 
these will become increasingly important in the 
workplace.

Megatrend 4: Digital Expansion into Complex 
Systems 
Th e digital trend represents the core element 
of the 4IR market environmental change drive 
as it provides the measures for substantial 
automation and the dominant reason for 
job losses. Manufacturing digitalisation will 
be expanded with the primary focus on the 
cooperative relationship between machine 
and man through artifi cial intelligence. Smart 
digitalisation solutions imply a customer base 
with increasing infl uence regarding the manner 
of commerce and preferred supplier. Th e Internet 
will provide better access to knowledge and 
networks. Real-time data, in every connected 
world, provide immediate information that will 
optimise decision-making and drive continuous 
competitiveness. Accordingly, virtualisation will 
disrupt the historic power relationships between 
organisations, consumers, and employees (Frost & 
Sullivan Consultancy, 2015). Th is new trend forces 
organisations to seek a competitive advantage by 
increasing consumer demand research, product 
and service quality, productivity, and effi  ciencies, 
which would increasingly put pressure on 
teamwork and interrelations of both the internal 
and external environments across boundaries 
(Vielmetter & Sell, 2014). Leaders would need 
to prioritise the robustness and integration of IT 
systems. Organisational leaders would need to 
focus actively on strategic process management 
and direct focus on advancing loyalty in customers 
(Oosthuizen, 2017). Furthermore, the increased 
intolerance of markets and consumers with 
regard to poor leadership, governance failure, 
and unethical practices will require leadership to 
direct primary attention to governance issues and 
reputation management (Enikolopov, Petrova, & 
Sonin, 2018).

Technological capabilities of graduates/employees 
vary, depending on the individuals’ age, 
economic aspects, social background, and access 
opportunities. Consequently, the workplace 
becomes one of fragmentation where groups in 

the workplace suff er from this access disparity. 
Th e integration of knowledge management and 
cross learning between groups and departments 
would enhance the employability of employees. 
Leaders will have to focus on promoting team 
cohesiveness and facilitate engagement in this 
era of increased individualism (Frost & Sullivan 
Consultancy, 2015) Eff ective collaboration, 
analytical process to support decision-making 
processes, and appropriate skills to share 
knowledge would be needed to defragment 
the organisational functions and encourage a 
seamless value chain (Vielmetter & Sell, 2014).

Megatrend 5: Demographic Change 
Dramatic changes have taken place in the 
population demographics of the global 
environment. While populations are expanding 
rapidly, the majority of the constituent is ageing. 
As the baby boomers prepare to leave the 
workplace, available skills and experience will 
decrease rapidly. Pension funds will experience 
structural pressure, while organisations scramble 
to replace the skills from a limited talent 
pool. Similarly, consumer pool demographics 
will change as Generation Y dominate the 
economic markets driven by a demand for more 
digitisation, Internet capabilities, technology, and 
a greener world. Consumers increasingly demand 
transparency, information, and engagement 
(Vielmetter & Sell, 2014). Th e new patterns of 
consumer behaviour driven by technology and 
the IOT will force organisations to reconsider and 
fi nd alternative methods to develop, market, and 
distribute products and services (Schwab, 2017). 
Demographic changes imply that organisations 
will have to review their workplace strategies 
to change from effi  ciency to eff ectiveness in an 
eff ort to optimise limited resources and establish 
consumer loyalty.

As younger and more globally orientated talent 
enter the modern world of word, the workforce 
increasingly will become diversifi ed in terms of 
cultures and values. Consequently, commitment 
to team participation and management will 
become a priority. Managing this diversity 
will require core leadership competencies. 
Consequently, leadership skills increasingly will 
become important in driving a robust intercultural 
understanding to integrate and engage employees 
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(Ng, Van Dyne & Ang, 2019).

In terms of employability, the need for educated 
and employable talent will continue to grow 
exponentially. Employees and graduates should 
utilise the opportunity to learn aggressively and 
continuously to secure a spot for them on the 
employable agenda (Frost & Sullivan Consultancy, 
2015; Jackson, 2016; Vielmetter & Sell, 2014).

Megatrend 6: Technological Convergence 
Adoption of technology has been slow in the 
3IR. However, it is predicted that it will increase 
rapidly over the next decade and transform 
the way in which people live and work and 
organisations strategise. Th e market environment 
will assume an integrated form, as technologies, 
products, and industries are driving convergence. 
Consequently, technology convergence is 
expected to contribute to new product markets 
and major innovative directions during the 4IR 
(Vielmetter & Sell, 2014). Hence, organisations 
will need to prioritise research and development 
funding in their fi nancial plans. Simultaneously, 
the convergence will demand of organisations 
new methods and intensity of collaboration 
between stakeholders in the value chain. Within 
the existing structures, organisations will have 
to manage immense collections of diverse 
knowledge and information while focusing on 
objectives and supportive processes (Schwab, 
2016). Th e free fl ow of information and optimal 
use of resources are important support structures. 
Partnering and collaboration will be top priorities 
for organisations to optimise and drive the 
required innovation. It is subsequently, argued 
that innovation, collaboration, and fl exibility 
skills will be cardinal skill requirements in the 
4IR era (Vielmetter & Sell, 2014).

For graduates and employees, the ability to form 
positive relations to enhance collaboration will 
contribute to their employability. Th ey also need 
to broaden their horizons, as qualities to ‘think 
outside the box’ will render an employability 
competitive advantage. Similarly, those who want 
to be employed or stay employed will need to 
recognise that they will have to adapt and develop 
new knowledge and skills (McKinsey Global 
Institute, 2018). In addition, individualism and 
diff erent morals will render diverse views when 

technology advances and ethical boundaries 
oft en blur, i.e. in biotechnology (Frost & Sullivan 
Consultancy, 2015; Vielmetter & Sell, 2014).

In summary, the market and organisational 
environments will become an increasingly 
complex system primarily driven by megatrends 
and a need for appropriate skills. Organisations 
need to understand that the postulated megatrends 
are connected. Th is notion proposes a range of 
integrated opportunities. Hence, it is important 
to contextualise the elements of each global 
megatrend and its value chain to consider how its 
forces aff ect its skill propositions, processes, and 
profi tability. Opportunities to maximise market 
share through appropriate strategic responses 
need to be considered and implemented. On 
the other hand, graduates and employees should 
take cognisance that the forces are changing 
rapidly and exponentially, which continuously 
necessitates new competencies and skills. To 
ensure employability, graduates and employees 
likewise should adopt the practice of continuous 
learning to ensure that their skills comply with 
the associated skill requirements of the employer.

FINDINGS 
Th e established defi nitions and approaches to 
employability were ineffi  cient to address the 
skill challenges experienced during the 3IR and 
the associated skill gaps. Th e 4IR represents 
the era in which products and services will 
be enhanced by digital capabilities. At the 
same time, new technologies will improve the 
durability of operating equipment by means of 
advanced capabilities to analyse data. Consumers’ 
demands and expectations for types of products 
and services will change as individualism 
and demographics change. With the speed of 
change, compounded competition, and market 
disruptions, organisations will require new 
arrangements of collaboration, innovation, skills, 
and methods to serve consumers and customers. 
Competitive forces will make increased calls for 
optimal productivity and eff ectiveness supported 
by appropriate skills to maintain competitive 
advantages and market relevancy. Organisations 
will have to organise their businesses in such a 
manner that knowledge and information fl ow 
eff ortlessly and promptly to support innovation 
and effi  ciency (Hauer, 2016).
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It can then be summarised that the 4IR 
revolution will have fi ve main implications for 
the organisation, namely customer expectations, 
collaborative innovation, product enhancement, 
organisational forms, and skill requirements 
(McKinsey Global Institute, 2018; Schwab, 
2017). Th is implies that organisations will have 
to consider new business models, skills, and 
organisational cultures, as well as the way in which 
they do business. In order to do so, managers need 
to step back and contextualise the unique eff ect 
of the megatrends on their organisational capital. 
On the other hand, graduates cannot depend only 
on HEI anymore to render them employable. 
Both the graduate and employee should focus on 
self-development through continuous learning.

MANAGERIAL IMPLICATIONS AND 
RECOMMENDATIONS 
Senge (1990:66) reminds readers that “to 
understand the most challenging managerial 
issues, requires seeing the whole-system that 
generates the issues”. Managers need an awareness 
of how a dynamic system that is intertwined 
with every aspect of the business itself exists in 
today’s workplace and its market environment. 
Challenges that aff ect the existence propensity 
of an organisation directly demand that leaders 
consider the issue in a holistic and systemic 
way across the whole spectrum of its integrated 
systems, the changing environment, operating 
assumptions, and the required employability 
skills needed (Hayes, 2014).

Various recommendations are made for managers 
to address the challenges and opportunities off ered 
by the 4IR. Vielmetter and Sell (2014) propose that 
organisational leaders should consider the eff ect of 
the 4IR by utilising a simple but eff ective process 
to determine the megatrend and its eff ect on its 
(i) industry, (ii) future products, (iii) technology, 
and (iv) off ering. Using the information, an 
analysis of opportunities and unmet needs can 
then be made and addressed through strategy 
implementation. Hayes (2014) proposes that 
improvement opportunities and shortcomings be 
determined in terms of principals, policies and 
frameworks, processes, organisational structures, 
culture, ethics, behaviour, information, services, 
products, assets, applications, people, skills, and 
competencies.

A solution off ered by Zangiski, De Lima, and 
Da Costa (2013) is that leaders should create 
a business model that would respond timely 
to external changes through the continuous 
improvement of internal knowledge and skills 
to retain and mobilise their existing skills. 
Similarly, organisations should determine their 
employability skill requirements and form 
partnerships with HEIs to develop the specifi c 
skills required in line with their external market 
requirements that aff ect their success (Gupta & 
Sharma, 2004).

System integration is a critical element of strategy 
development and relentless innovation. An 
essential requirement for the survival and growth 
of organisations is a competitive strategy that 
focuses on innovation, continuous learning, and 
performance-driven results (Yang, Fang, & Lin, 
2010). Riis and Johansen (2003) advance another 
approach and argue that value chain models 
should be used for all employees to understand the 
integrated dynamics and how their interactions 
aff ect organisational success.

Vielmetter and Sell, (2014) propose that leaders 
recognise and accept the complexity of the 
4IR and what it would mean for their role as 
leaders. Structural hierarchies are fl attening, 
and organisations must serve a host of diff erent 
customers with unique requirements. Vielmetter 
and Sell (2014) argue that the greatest adjustment 
would be the requirement for leaders to change 
their style from the traditional self-importance 
power command to one of altocentric leadership, 
which embraces the notion that leadership 
revolves around relationships with consumers and 
employees. Oosthuizen (2017) argues that leaders 
should self-develop in the 4IR intelligences to 
support the survival and growth propensity of the 
organisation.

CONCLUSION 
Th e changes and challenges in the global economic 
domain result in a complex and dynamic 
employability environment for organisations 
and graduates. Th e established defi nitions and 
approaches limit thinking, as they did not solve 
the unemployment problem and employability 
gap in the First World. Th e shortcomings 
are not only limited to the skills need of the 
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employer but, also in the traditional allocation 
of the responsibility for the development 
of employability skills. HEI has been kept 
responsible for the development of employability 
associated curricula. Faced with ever-changing 
market conditions, HEI are challenged by a more 
rigid curricula framework and scope. On the 
other hand, employers and graduates fail to take 
responsibility to align their employability skills to 
accommodate the market requirements with self-
driven development initiatives. Given the status 
quo, it is predicted that the skill gaps will increase 
in the 4IR. Accordingly, the second part of the 
literature review emphasises the importance 
for organisations and graduates to understand 
the dynamics of the dimensions of the 4IR and 
its implications in terms of employability skills 
requirements. While HEI should remain focussed 
on the development of the basic employability 
capabilities of graduates, organisation leaders 
should step to the fore to align their 4IR skills 
requirements with internal directed development 
programmes and initiatives. It is therefore, a 
critical imperative that organisations should have 
a clear awareness of how the implications of the 
4IR will aff ect their operations and markets and 
which 4IR skills will be required. Additionally, 
they need to pursue strategic intents in aligning 
their organisational capital to face 4IR challenges. 
Further research could focus on exploring the roles 
and responsibilities of the HEI, organisations, 
and graduates within a whole-system approach 
where all participants share the responsibility to 
close the employability gap during the 4IR.
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ABSTRACT 
Mobile banking is growing rapidly and is 
renowned for its state-of-the-art banking services 
in developing countries such as South Africa. 
One of the most recent developments in mobile 
banking technology is the introduction of mobile 
banking services through a mobile device – 
commonly called “mobile banking applications”. 
Retail banks are therefore promoting the adoption 
and use of this innovation among diff erent 
generational cohorts. Millennials are the most 
tech savvy generation and are thus more likely 
to adopt mobile banking applications. Despite 
this, there is limited research into the adoption 
of mobile banking among millennials in a 
developing country. Th is study has developed and 
tested a model that investigated the impact of the 
UTAUT factors on the intention to adopt and the 
use of mobile banking apps among millennials. 
Data for the analysis was obtained from 352 users 
of the m-banking services of major retail banks 
in South Africa. Th e fi ndings of this study suggest 
that performance expectancy and facilitating 
conditions are the drivers of mobile banking apps 
adoption. Th e managerial implications of these 
fi ndings are presented in the last section of this 
paper.

INTRODUCTION 
Mobile commerce is the fast-emerging concept in 
e-commerce that provides numerous electronic 
services on a mobile device (Kaur & Sharma, 
2017). Th e mobile device is the most omnipresent 
device to date (Maduku, 2016). As a result, the 
mobile device is used by businesses in diff erent 
industries to streamline their operations and to 
leverage the unique benefi ts of this innovation 
(DaSilva & Trkman, 2014). Current developments 

in mobile technology have enabled a variety 
of advanced functionalities for mobile devices, 
giving customers access to a number of e-services 
on a mobile device. A recent example of these 
services is mobile banking. A recent approach 
by retail banks to providing mobile banking 
services is through mobile banking applications 
(‘mobile banking apps’) (Moser, 2015). Th rough 
the use of mobile banking apps, customers are 
able to execute a number of transactions, such 
as, bill payments, balance enquiries, checkbook 
requests, buying prepaid airtime and electricity, 
PIN changes, accessing bank statements, and 
applying for credit (Baptista & Oliveira, 2016; 
Shaik & Karjaluoto, 2014; Boonsiritomachai & 
Pitchayadejanant, 2017). Mobile banking apps 
off er massive benefi ts for both retail banks and 
their clients. For retail banks, mobile banking 
improves customer service, reduces costs, and 
improves operational effi  ciency by shift ing 
the focus from transactions to more advisory-
related services within the retail bank branches, 
thereby increasing sales and cross-selling rates 
(Chandaran, 2014; Kwateng, 2018). For customers, 
mobile banking apps enable customers to access 
and manage their fi nances regardless of time and 
place (Maduku, 2016). Moreover, mobile banking 
apps incur no data charges, and are convenient, 
fast, effi  cient, and simple to use.

As a result of these benefi ts, retail banks have 
invested heavily in this innovation. Retail banks’ 
heavy expenditure on technology is highlighted by 
the results of the digital banking study conducted 
by Accenture (2016), which found that global 
investment in banking technology amounted to 
$12.12 billion in 2015. Th us, the adoption and use 
of this innovation is signifi cant for retrieving this 
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investment (Verissimo, 2016). One way to achieve 
rapid acceptance and use of mobile banking apps 
among retail banking customers is to increase its 
acceptance and use among diff erent generational 
cohorts. In that context, millennials present an 
attractive cohort to achieve this, as they are known 
for their signifi cant use of technology (Williams & 
Page, 2016; Van Deventer, 2015; Boonsiritomachai 
& Pitchayadejanant, 2017; Govender & Shlali, 
2014). Accordingly, understanding the drivers of, 
and barriers to, mobile banking app acceptance 
and use among millennials will provide the 
motivation to fast-track the adoption and use of 
the technology among this age cohort.

RESEARCH PROBLEM INVESTIGATED 
Previous research studies have addressed 
customers’ adoption and use of mobile banking 
in general, with no specifi c attention paid to 
mobile banking apps in a specifi c generational 
cohort (Balabanoff , 2014; Chen, X., Huang, Q., 
& Davison, R. M. 2017b; Meyer, 2015; Kwateng, 
2018; Tarawneh, 2016). Although examining 
the adoption and use of mobile banking in 
general is important, the ability to recoup the 
major investment in the development of the 
innovation is linked with its rapid acceptance and 
use by diff erent generational cohorts. Research 
(Boonsiritomachai & Pitchayadejanant, 2017; 
Govender & Shlali, 2014) shows that millennials 
present a lucrative market for retail banks, but 
also that they are a very diffi  cult market to retain 
(Fair Isaac Corporation, 2014; Tan & Lau, 2016; 
Kumar & Lim, 2008). Despite this, only limited 
mobile banking research has paid particular 
attention to understanding the drivers and 
factors preventing millennials from adopting and 
using mobile banking apps (Boonsiritomachai 
& Pitchayadejanant, 2017; Govender & Sihlali, 
2014; VanDeventer, 2015). Moreover, no prior 
research into applying the Unifi ed theory of 
technology acceptance and use (UTAUT) model 
to investigate millennials’ intentions to use, and 
their use of, mobile banking in South Africa has 
been undertaken. Th is study therefore supports 
the call for future research to examine the drivers 
and barriers of mobile banking among a specifi c 
generational cohort – in a specifi c context (South 
Africa) – using the UTAUT.

AIM AND OBJECTIVES OF THE STUDY 
Th e aim of this study is to identify the impact of 
the UTAUT factors on South African millennials’ 
intentions towards and use of mobile banking 
apps.

To achieve this aim, the following objectives were 
set:

• To investigate the drivers of mobile banking 
adoption and use among millennials in 
Gauteng, South Africa 

• To identify the barriers to mobile banking app 
acceptance among millennial retail banking 
customers in Gauteng, South Africa 

• To examine the validity of the extended 
UTAUT model in a South African millennial 
sample 

LITERATURE REVIEW 
Millennials: People born between 1986 and 
2002 are known as ‘millennials’ (Eastman & Liu, 
2012:94). Th is generation comprises more than 50 
per cent of the population worldwide (Harrington, 
Ottenbacher, Staggs & Powell, 2011), making it 
the largest generation globally (Soares, Zhang, 
Proença & Kandampully, 2017). Millennials are 
widely considered to be the most technologically 
savvy generation, as they are comfortable and 
confi dent with all forms of technology, from 
computers to mobile devices (Stein, 2013:2). 
Boonsiritomachai and Pitchayadejanant (2017) 
state that millennials were the fi rst generation to 
use the internet on smart phones. Indeed, a study 
by Fair Isaac Corporation (2014) indicates that 
millennials are more likely to conduct banking-
related activities via digital channels than any 
other surveyed generational cohorts. Millennials, 
therefore, represent a lucrative market segment 
for South African retail banks to target in order 
to increase the adoption of their mobile banking 
apps among their clients.

RESEARCH MODEL AND HYPOTHESES 
Th e conceptual model proposed in this study 
suggests that performance expectancy (PE), 
eff ort expectancy (EE), and social infl uence (SI) 
will have a signifi cant positive relationship with 
behavioral intention to use mobile banking 
apps. Th e model hypothesizes that facilitating 
conditions (FC) will have a direct positive 
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impact on both behavioral intention and actual 
use of mobile banking apps, and that behavioral 
intention will have a signifi cant positive infl uence 
on use behavior.

PERFORMANCE EXPECTANCY 
‘Performance expectancy’ denotes the extent to 
which customers believe that adopting and using 
a technology will improve their job performance 
(Venkatesh, Th ong & Xu, 2012) In the context of 
mobile banking apps, performance expectancy 
is defi ned as the level at which mobile banking 
app users believe that adopting these apps will 
improve their banking transaction experience. 
Previous studies have confi rmed a signifi cant 
and positive relationship between performance 
expectancy and behavioral intention (Alalwan et 
al., 2017; Zhou, Lu, & Wang, 2010); Yousafzai & 
Yani-de-Soriano, 2012). In a study to investigate 
the factors aff ecting individuals adopting mobile 
banking, Yu (2012) found a signifi cant positive 
relationship between performance expectancy 
and behavioral intention to adopt mobile banking. 
Th erefore, this study proposes the following 
hypothesis:

H1: Performance expectancy (PE) will have 
a signifi cant positive infl uence on millennials’ 
behavioral intention to adopt mobile banking apps

EFFORT EXPECTANCY 
‘Eff ort expectancy’ refers to the level of ease 
or diffi  culty related to the adoption and use of 
an innovation (Venkatesh et al., 2003). In the 
context of mobile banking apps, eff ort expectancy 
denotes the level of eff ort and skills needed by 
consumers to use this technology (Tarawneh, 
2016). According to Bhatiasevi (2015), mobile 
banking apps need a certain level of knowledge, 
skill, and expertise; thus eff ort expectancy could 
be a salient factor infl uencing users’ intentions 
to use mobile banking apps. Earlier research has 
confi rmed the signifi cance of eff ort expectancy for 
user’s intentions to use mobile banking services 
(Alalwan et al., 2017; Riff ai, 2012; Martins, 
Oliveira, & Popovic, 2014); Kwateng & Appiah, 
2018). In a study of mobile banking among young 
users in Ghana, Kwateng and Appiah (2018) 
found a signifi cant relationship between eff ort 
expectancy and behavioral intention. Based on 
this argument, this study proposes the following 
hypothesis:

FIGURE 1: CONCEPTUAL MODEL
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H2: Eff ort expectancy will have a signifi cant 
positive impact on millennials’ behavioral intention 
to adopt mobile banking apps

SOCIAL INFLUENCE 
‘Social infl uence’ denotes the infl uence of 
signifi cant others, especially friends and family, 
and refl ects the infl uence of their opinions 
on other people’s intentions or use behavior 
(Venkatesh et al., 2003). In the context of mobile 
banking apps, social infl uence refers to the 
infl uence of signifi cant others on users’ intentions 
to use mobile banking apps. Prior research on 
mobile banking has validated the signifi cant 
positive relationship between social infl uence 
and behavioral intention to adopt mobile 
banking (Oliveira, Faria, Th omas & Popovič, 
2014; Yu, 2012; Hernan & Rios, 2010). In a study 
investigating the factors infl uencing the adoption 
of mobile banking by Generation Y in Th ailand, 
Boonsiritomachai and Pitchayadejanant (2017) 
found that users’ behavioral intentions to adopt 
mobile banking are signifi cantly infl uenced by 
their friends and family. Similarly, Oliveira et al, 
(2014) examined the adoption of mobile banking 
in Portugal, and found that social infl uence is 
a signifi cant factor infl uencing the intention 
to adopt mobile banking. On the basis of that 
argument, this study proposes the following 
hypothesis:

H3: Social infl uence will have a signifi cant and 
positive infl uence on millennials’ behavioral 
intention to adopt mobile banking apps

FACILITATING CONDITIONS 
‘Facilitating conditions’ denotes the degree to 
which consumers believe that infrastructural and 
technical support exists to support their use of 
technology (Venkatesh et al., 2003). In the context 
of mobile banking, consumers require some 
level of technical and infrastructural support 
from service providers (Kwateng & Appiah, 
2018; Alalwan et al., 2017; Baptista & Oliveira, 
2016). Th erefore, a failure to provide technical 
and infrastructural support to consumers may 
hinder their adoption and use of mobile banking 
apps. Several previous mobile banking studies 
(Yu, 2012; Khoshy, 2011; Alalwan et al., 2017, 
Boonsiritomachai & Pitchayadejanant, 2017) 
have highlighted the importance of facilitating 

conditions and their eff ect on users’ intentions 
towards and use of mobile banking services. In 
a study to evaluate mobile banking adoption in 
India, Joshua and Koshy (2011:10) found that 
the more consumers believe in their ability to 
use mobile banking, and the more that support 
services are provided, the higher their use of the 
mobile banking innovation. Similarly, in a study 
to investigate the determinants aff ecting mobile 
banking adoption by Generation Y in Th ailand, 
Boonsiritomachai and Pitchayadejanant 
(2017) found that facilitating conditions have a 
signifi cant positive infl uence on the actual use of 
mobile banking apps.

Based on the foregoing argument, this study 
suggests the following hypotheses:

H4:  Facilitating conditions will have a 
signifi cant positive infl uence on millennials’ 
behavioral intention to adopt mobile banking apps

H5: Facilitating conditions will have a signifi cant 
positive eff ect on mobile banking app use behavior 
among millennials

BEHAVIORAL INTENTION 
Most models drawing on psychological theories 
have noted behavioral intention as a signifi cant 
factor that determines behavior (Yu, 2012; 
Gupta & Dogra, 2017). Armitage (2003) defi nes 
‘behavioral intention’ as “a choice a person 
makes in order to take a certain course of action”. 
Previous studies (Macedo, 2017; Gupta & Dogra, 
2017) have undoubtedly associated behavioral 
intention with use behavior. Th e UTAUT2 
postulated and confi rmed behavioral intention 
as a signifi cant and positive predictor of users’ 
technology innovation use behavior (Venkatesh 
et al., 2012). In the context of mobile banking, 
earlier research has emphasized the infl uence of 
behavioral intention on users’ actual use behavior 
(Martins et al., 2014; Baptista & Oliveira, 2017). In 
a study to examine factors that infl uence mobile 
banking adoption in Portugal, Faria (2012) 
observed that behavioral intention is the most 
signifi cant predictor of mobile banking adoption. 
On the basis of this argument, this study proposes 
the following hypothesis:

H6: Behavioral intention will have a signifi cant 
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TABLE 1.1: DESCRIPTIVE STATISTICS 

Frequency Percentage
Gender

Male 179 50.8
Female 173 49.1

Age
18-24 180 51.1
25-30 108 30.7
31-35 64 18.2

Racial group
White 50 14.2
African 109 31.0
Indian 121 34.4
Coloured 72 20.1

Gross monthly income (ZAR)
0-5000 99 28.10
5000-10000 91 25.9
10000-15000 48 13.6
15000-20000 35 9.9
20000-25000 37 10.5
Over 25000 42 11.9
Mobile banking appinstallation 352 100

Frequency of mobile banking app use
A few times a week 141 40.1
Daily 70 19.9
Once a week 54 15.3
Once a month 38 10.8
A few times a month 32 8.5
Never use mobile banking 19 5.4

Time spent on mobile banking app
0-5 minutes 116 33.5
16-30 minutes 101 29.2
31-60 minutes 85 24.6
Over 60 minutes 44 12.7

positive impact on use behavior of mobile banking 
apps.

METHODOLOGY 
Measurement 
A paper-based questionnaire was used in this 
study. Th e items used to measure the constructs 
(performance expectancy, eff ort expectancy, 
social infl uence, facilitating conditions, and 
behavioral intention) were adapted from 
Venkatesh et al. (2003). Th e items were measured 

on a seven-point Likert-response format scale 
with anchors ranging from 1 (“strongly disagree”) 
to 7 (“strongly agree”). Th e questionnaire was fi rst 
distributed to 30 respondents for piloting. Th is 
was done to determine whether the respondents 
understood the instructions and the wording of 
the questionnaire’s statements. Th e pilot testing 
also enabled the researcher to assess the internal 
consistency of the scales. Th e results of the pilot 
study indicated that the respondents understood 
the questionnaire’s instructions and questions, 
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and the results of this exercise confi rmed the 
reliability of the scales.

Sampling and data gathering 
A survey in the form of a self-administered 
questionnaire was used to obtain data for this 
study. Th e target population of the study was 
defi ned as millennials who are clients of the fi ve 
major retail banks in South Africa (ABSA, Capitec, 
First National Bank, Nedbank, and Standard 
Bank). Th ese banks were selected because they 
off er banking services on mobile apps. Due to the 
unavailability of a sample frame, a non-probability 

sampling technique in the form of convenience 
sampling was used to choose participants. Th e 
data was collected through visits to households, 
recreational parks, churches, and offi  ces. Four 
hundred (400) questionnaires were distributed to 
respondents; 352 valid responses were received 
and used for the analysis, representing an eff ective 
response rate of 88 per cent.

Data analysis procedure and results 
Th e study applied the partial least squares structural 
equation modeling (PLS-SEM) technique 
(Hair, Hul , Ringle, and Sarstedt, (2017) , making 

TABLE 1.2: RESULTS OF CONVERGENT VALIDITY OF THE MEASUREMENT MODEL 

Factor loading Cronbach’s 
alpha

Composite 
reliability AVE

Use behavior 0.803 0.866 0.618
AU1 0,741
AU3 0,764
AU4 0,804
AU5 0,833

Behavior intention 0.918 0.948 0.860
BI1 0,921
BI2 0,912
BI3 0,949

Eff ort expectancy 0.954 0.967 0.878
EE1 0,928
EE2 0,940
EE3 0,945
EE4 0,936

Facilitating conditions 0.893 0.927 0.761
FC1 0,899
FC2 0,925
FC3 0,887
FC4 0,770

Performance expectancy 0.947 0.959 0.825
PE1 0.874
PE2 0.923
PE3 0.943
PE4 0.902
PE5 0.897

Social infl uence 0.938 0.960 0.890
SI1 0.955
SI2 0.942
SI3 0.932
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use of SmartPLS 3 soft ware (Ringle, Wende & 
Becker, 2015), to the proposed research model. 
In assessing the model, the two-step approach 
recommended by Anderson and Gerbing (1991) 
was followed. In the fi rst step, the validity of 
the measurement model was assessed, and then 
the structural model was examined to test the 
hypotheses proposed for the study.

Structural equation modeling 
A structural equation modeling technique 
was applied to measure the validity of the 
measurement and structural models using 
SmartPLS 3.0 soft ware. Th e convergent and 
discriminant validity of the measurement model 
was also measured. 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. Th e results of the 
convergent validity analysis are presented in Table 
1.2. Th ese results show that the factor loadings, 
Cronbach’s alpha, and composite reliability are all 
above the 0.7 threshold (Hair et al., 2018; Fornell 
& Larcker, 1981). Also, the AVEs for all the 
constructs are above the 0.5 minimum threshold. 
Th ese results therefore provide good evidence of 
the data’s convergent validity.

In assessing discriminant validity, the Fornell-
Larcker technique (Fornell & Larcker, 1981), 
and the heterotrait-monotrait ratio (HTMT) 
(Henseler, Ringle and Sarstedt, 2015) were used. 

According to the Fornell-Larcker technique 
(Fornell & Larcker, 1981), discriminant validity 
is achieved when the square root of the AVEs 
is higher than the inter-factor correlations. Th e 
results of the Fornell-Larcker technique for 
discriminant analysis are presented in Table 1.3. 
According to these results, the square root of each 
construct’s AVE is greater than its relationship 
with another construct. According to Henseler 
et al. (2015), for discriminant validity to be 
established, the HTMT should not exceed 0.85. 
Th e results of the discriminant validity analysis 
presented in Table 1.4 indicate that, for all the 
constructs, the HTMT is below the critical 
threshold of 0.85, thus confi rming discriminant 
validity among the constructs.

Aft er confi rming the validity of the measurement 
model, the hypothesized structural paths in the 
research model were estimated. Th e results of 
the structural model analysis are presented in 
Figure 2. According to the results, performance 
expectancy (β=0.546, p<0.001) and facilitating 
conditions (β=0.284, p < 0.05) have signifi cant 
positive eff ects on the intention to use mobile 
banking apps. Moreover, facilitating conditions 
(β=0.302, p<0.05) and behavioral intention 
(β=0.249, p < 0.05) are statistically signifi cant. 
Consequently, H1, H4, H5, and H6 are supported. 
Eff ort expectancy, H2 (β=-0.36, p>0.05), and 
social infl uence, H3 (β=0.058, p>0.05) were not 
statistically supported. Th e results show that the 
conceptual model explains 61.2 per cent of the 

TABLE 1.3. FORNELL-LARCKER CRITERION

Behavior 
intention

Eff ort 
expectancy

Facilitating 
conditions

Performance 
expectancy

Social 
infl uence

Use 
behavior

Behavior 
intention 0,927

Eff ort 
expectancy 0,645 0,937

Facilitating 
conditions 0,683 0,767 0,872

Performance 
expectancy 0,753 0,787 0,717 0,908

Social 
infl uence 0,508 0,582 0,606 0,548 0,943

Use behavior 0,455 0,450 0,472 0,499 0,403 0,786

*Bold diagonal values are the square roots of the AVEs
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variance in millennials’ behavior intention to use 
mobile banking apps.

RESULTS, DISCUSSION, AND 
IMPLICATIONS 
Th e results of the present study show a signifi cant 
positive relationship between performance 
expectancy and behavioral intention to use 
mobile banking apps. Th ese fi ndings are 
consistent with suggestions made in UTAUT 
and other mobile banking studies (Alalwan et al., 
2017; Ahmed & Satish, 2017). Th is implies that, 
if millennials believe that mobile banking apps 
are benefi cial and will improve their banking 

activities, they will have a positive intention 
to adopt mobile banking apps. Similarly, the 
relationships between facilitating conditions 
and both behavioral intention and actual use are 
found to be signifi cant (β=0.284, p<0.05 and β=0. 
302, p<0.05 respectively). Th ese fi ndings are in 
line with previous studies that noted facilitation 
conditions as a strong predictor of customers’ 
intentions to adopt and use mobile banking 
(Alalwan et al., 2017; Ghalandari, 2012; Yu, 
2012). Th ese results suggest that mobile banking 
app users are interested in the availability of 
resources and of the technical and information 
support provided by banks to support their 

TABLE 1.4. HETEROTRAIT-MONOTRAIT RATIO (HTMT) 

Behavior 
intention

Eff ort 
expectancy

Facilitating 
conditions

Performance 
expectancy

Social 
infl uence

Use 
behavior

Behavior 
intention
Eff ort 
expectancy 0,688

Facilitating 
conditions 0,752 0,829

Performance 
expectancy 0,807 0,826 0,779

Social 
infl uence 0,547 0,616 0,669 0,581

Use 
behavior 0,481 0,484 0,522 0,535 0,451

FIGURE 3: STRUCTURAL MODEL ANALYSIS WITH PATH COEFFICIENTS AND R2 ESTIMATES 
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use of m-banking apps. Moreover, this study 
confi rms a strong and positive relationship 
between behavioral intention and use behavior, 
supporting the fi ndings of Baptista and Oliveira 
(2017). Th is suggests that, if millennials have 
positive intentions towards mobile banking apps, 
they will adopt them.

Th e results of this study suggest that eff ort 
expectancy is not a signifi cant factor associated 
with the adoption and use of mobile banking apps 
among millennials. Th ese results are inconsistent 
with the proposition of the UTAUT and other 
studies (Carlsson et al., 2006; Im, Hong and 
Kang, 2011), which have found eff ort expectancy 
be a predictor of technology acceptance and use. 
Although this study’s fi ndings of an insignifi cant 
association between eff ort expectancy and behavior 
intention is not in line with the propositions of 
the UTAUT, the result of the study is similar to 
those of some previous studies (Faria, 2012; Zhou 
et al., 2010; Yang, 2010) that have similarly found 
a non-signifi cant association between eff ort 
expectancy and behavior intention. A possible 
reason that eff ort expectancy is insignifi cant 
is that millennials are known as the most tech 
savvy generation, and thus they are familiar with 
mobile devices and apps. Vasseur and Kemp 

(2015) observe that understanding a technology 
reduces its complexity, and requires less eff ort 
and skill on the part of users to use the technology 
innovation, thus removing any potential infl uence 
that it might have on customers’ acceptance of the 
technology. Furthermore, the results of the study 
reveal that social infl uence is not a signifi cant 
factor associated with behavioral intention. Th ese 
results are not in line with the propositions of the 
UTAUT, thus supporting the fi ndings of Chin, 
Wafa and Ooi (2009). Millennials are commonly 
cited as independent thinkers; therefore, the 
opinion of their referent groups is considered 
when adopting mobile banking apps (Luo, Dey, 
Yalkin & Sivarajah, 2018; Venne & Coleman, 
2010).

Th e analysis from the structural model resulted in 
three factors that drive South African millennials’ 
behavior intention and actual use of mobile 
banking apps. Th ese drivers are performance 
expectancy, facilitating conditions, and 
behavioral intention. Th e conclusion drawn from 
the fi ndings is that customers generally perceive 
mobile banking apps as highly benefi cial, and will 
continue to use this innovation if they believe 
that it is useful. Furthermore, millennials will 
adopt mobile banking apps if they have the skills, 

FIGURE 4: STRUCTURAL MODEL WITH PATH COEFFICIENTS WITH P-VALUES 
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facilities, and resources needed to use them.

For researchers, the fi ndings of this study 
underscore the importance of the need to 
use technology models to provide a better 
understanding of consumers’ innovation 
acceptance and use behavior. Th e fi ndings of this 
study also have considerable implications for the 
validity of the UTAUT in the millennial sample 
of the mobile banking apps technology domain. 
Th e fi ndings show that four of the six direct 
relationships of UTAUT – that is, performance 
expectancy – intention, facilitating conditions 
– intention, facilitating conditions – actual use 
behavior, and intention – actual use behavior – 
are signifi cant in this study. Th e current study 
therefore supports the call by Venkatesh et al. 
(2003) and Venkatesh et al. (2012) to replicate 
the UTAUT in diff erent cultural contexts and 
technology domains in order to establish the 
validity of the theory beyond its original settings.

Th e results of this study will support banks and 
other fi nancial institutions in their eff ort to 
develop new marketing strategies that encourage 
millennials to adopt and use mobile banking 
apps. Performance expectancy 
is identifi ed in this study as a salient factor 
predicting millennials’ intentions to adopt mobile 
banking apps; therefore, it is important for 
retail banks to emphasize the usefulness of this 
innovation if they wish to retain this customer 
segment. Banks thus need to invest more in their 
advertising and promotion of this innovation to 
increase its uptake among millennials. Moreover, 
banks and developers of mobile banking apps 
need to introduce more innovative features that 
will improve the banking transaction experiences 
of mobile banking customers. Th e signifi cant 
positive relationship between facilitating 
conditions and both behavioral intention and 
actual use of mobile banking apps suggests that 
millennials will accept mobile banking apps if they 
have the required skills, resources, and technical 
support to use them. Th erefore, it is essential that 
the banks have the required resources and the 
support desired by their customers to use their 
banking apps.

CONCLUSION, AND 
RECOMMENDATIONS FOR FUTURE 
RESEARCH 
Th is study has examined the impact of the 
UTAUT factors on mobile banking app intention 
among millennial retail banking customers in 
Gauteng, South Africa. It has proposed a research 
model that posits the direct eff ects of performance 
expectancy, eff ort expectancy, social infl uence, 
and facilitating conditions on the intention to 
use mobile banking apps, and has also examined 
the eff ect of behavioral intention and facilitating 
conditions on use behavior.

Th e proposed research model provides a fairly 
good explanation of mobile banking app intention 
and actual use as the factors together explain 62.1 
per cent of the variance in mobile banking app use 
intention and actual use of this innovation. Th e 
implications of these fi ndings for strategies aimed 
at increasing the acceptance and use of mobile 
banking apps among millennials are highlighted 
in this paper.

Although the fi ndings of the study present 
important managerial insights for the banking 
industry, it has certain limitations that off er scope 
for future research. First, a convenience sampling 
technique was used in this study. Second, this 
research applied a single cross-sectional research 
design. Th ird, the study was carried out in only 
one province of South Africa (Gauteng). Based 
on these limitations, future research could follow 
a longitudinal research design with a probability 
sampling procedure. Moreover, a future study 
could examine the factors infl uencing the 
adoption and use of mobile banking apps among 
other generational cohorts (e.g., Generation X 
and Baby Boomers).
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ABSTRACT
Th e prevalence of challenges impacting website 
development is evident in various research 
studies. Despite several strategies suggested, 
there has been no silver bullet to address them. 
Th is paper provides a systematic review on 
website development challenges. Using reputable 
databases, namely Google Scholar, IEEE 
Xplore, RePEc, UNISA Institutional Repository, 
University of Pretoria UPSpace and University 
of Johannesburg UJContent, Endnote Clarivate 
Analytics to remove duplicates and advanced 
refi ned search to narrowing it down from 2017 
to 2019, 40 studies out of an initial 613 studies 
were selected, six of which have been reviewed 
in greater detail. Despite several research studies 
on website evaluation, there are currently 
no existing systematic reviews published on 
challenges in website development. Th is review 
falls back on the various studies that address 
some common challenges raised about website 
7Cs quality elements, usability and assessment 
tools, linking websites to social media sites, 
internet penetration, mobile platforms, cyber 
security and trustworthiness. Th e shared gaps in 
literature generally have arisen in methodological 
issues such as problematic size of samples and 
inadequate rigorous validation methods for data 

representative on a national scale. Th e results 
show that challenges in web development still 
persist but some research articles breathe hope to 
both the web developer and the user.

Keywords: Website development, systematic re-
view, challenges.

INTRODUCTION
Th e drive to web development business is moving 
ahead but it is not without challenges. Th is 
systematic review explores current studies that 
reveal challenges encountered during website 
development and possible strategies to address 
them. Th e meaning of challenge most appropriate 
in this review is the Oxford Dictionary defi nition 
as cited by Murana, Alfonsi, Di Marco and 
Pacini (2017) which states “a call to someone 
to participate in a competitive situation or fi ght 
to decide who is superior in terms of ability or 
strength”. All factors that prevent a website from 
being competitive will be considered as challenges 
for the web developer to deal with.

Earlier ground work was set by Rayport and 
Jaworski (2002) who standardised certain websites’ 
quality elements called the 7Cs Framework, 
namely (1) context of layout and overall website 
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design; (2) content focusing on textual and visual 
design; (3) community as level of interaction 
facilitated with customers; (4) customisation 
being the site’s ability to adapt according to user 
preferences; (5) communication facilitating 
the user-to-vendor online communication; 
(6) connection that the website has with other 
websites; and (7) commerce as the ability of the 
website to complete online transactions.

Despite several researches on website evaluation, 
there are currently no existing systematic reviews 
published on challenges in website development. 
Th is review falls back on the various studies that 
address some common challenges raised about 
website 7Cs quality elements (Ogutu, 2016; Hung-
Joubert & Erdis, 2019), usability and assessment 
tools (Katuu, 2018), linking websites to social 
media sites (Dundu, 2017), internet penetration 
and mobile platforms (Mujinga, Eloff  & Kroeze, 
2018) and cyber security and trustworthiness 
(Mathaba & Mkhize, 2018). Numerous researchers 
have suggested strategies that off er quick and 
dynamic metrics to the developer such as Google 
Analytics and automated website evaluation 
tools (Garabinovic & Papic, 2018; Katuu, 2018; 
Oyefolahan, Sule, Adepoju & Babakano, 2019).

PROBLEM INVESTIGATED
Th e surge in internet adoption (through 
traditional personal computers or mobile 
devices) have prompted many organisations to 
create websites for advertisements or strategic 
business purposes. However, it takes much more 
than just having a website presence to develop 
a web-based business. Particularly, issues such 
as usability, content, context and customisation, 
to name a few, have oft en been recognised in 
the literature as impediments toward having a 
functional website. In the South African context, 
there is no current study that reviews challenges 
encountered while developing websites. Knowing 
such challenges will assist in developing strategies 
to counter them in the quest to have usable and 
functional websites, it is in this context that this 
paper systematically reviews challenges in website 
development from a South African perspective.

RESEARCH OBJECTIVE
Th e objective of this paper is to identify challenges 
encountered during website development from a 

South African perspective.

BACKGROUND
Hung-Joubert and Erdis (2019) examined how 
people in South Africa reacted to low-quality 
websites. Th ey found that website quality 
features impacted online behaviour. Specifi cally, 
consumers want to feel safe while shopping 
online, and furthermore, online shopping 
experiences are enhanced when consumers have 
trust in the authenticity of products and services 
off ered online. In addition, consumers expect fast 
response times.

Ahmad and Khan (2017) suggest a theoretical 
model that web developers should use to ensure 
that online shoppers are satisfi ed. Th is model 
comprises four pillars, namely (1) ease of use; 
(2) information quality; (3) reliability; and (4) 
empathy. Th ey defi ne ease of use as the perception 
that the use of the website is easy and fl awless. 
Improved ease of use may attract more repeat 
users and positive reviews. Furthermore, they 
indicate that information quality is subjective and 
may be defi ned as the perceived useful outputs 
from the viewers’ perspective in terms of accuracy, 
completeness, presentation style and relevancy of 
information displayed on the website. Moreover, 
they defi ne reliability as the users’ subjective 
trust in a website. Online shoppers tend to avoid 
websites that are not reliable. Empathy, on the 
other hand, is the customised attention given 
to each online shopper (Ahmad & Khan, 2017). 
Empathy is portrayed in websites that seem to 
know users’ details, off er chat rooms, answer 
frequently asked questions and provide multiple-
language options.

Th akur (2018) conducted an in-depth study on 
product reviews and found that online reviews 
were credited for 20% to 50% online buying 
decisions. A similar article by Mathaba and 
Mkhize (2018) suggested that online traders 
could reduce the negative product reviews and 
improve their quality of service by addressing 
consumers’ concerns timeously. In general, 
satisfi ed shoppers tended to interact favourably 
with a good website, return for more purchases, 
make product reviews or tag the webpage on 
other social media platforms.
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Various studies such as those by Th akur (2018), 
Cullen and Kabanda (2018), Mujinga, Eloff  and 
Kroeze (2018), Robb and Hawthorne (2019) and 
Steyn (2018) highlight the prevalence of customer 
engagement through mobile applications, and 
suggest that web developers should ensure that 
their websites are optimised for desktop and mobile 
device access. For example, Cullen and Kabanda 
(2018) investigated internet consumption, actual 
transactions and entertainment made on desktops 
or mobile platforms. Th ey found that 75% of 
South African adolescents between the ages of 15 
and 24 used mobile entertainment applications 
but did not perform any transactions. It was found 
that female students at South African universities 
used mobile phones for safety reasons and social 
media more than male students. In addition, 
56% of males used mobile banking services and 
performed fi nancial transactions compared to 
44% of females.

Th e predominant internet users are people with 
higher education levels (80%). Older people are 
less active on mobile phones, but they perform 
online transactions much more using desktop 
computers. Results of the demographics analysis 
for mobile internet users are presented in Figure 
1.

One research paper stands out in defending the 
rights of disabled persons with respect to website 
design. Domínguez Vila, Alén González and 
Darcy (2018), using an online website accessibility 

testing tool, investigated challenges pertaining 
to website accessibility. Website accessibility is 
the degree to which people with disabilities may 
perceive, understand, navigate, contribute to 
and interact with a website (Domínguez Vila et 
al, 2018). Website accessibility testing rigorously 
scans the accessibility of digital services as 
viewed on mobile phones, tablets and desktops 
considering adequate functionality for normal 
and people with disabilities. Th eir fi ndings reveal 
that oft en sampled websites have failed the test. 
Dominguez Vila et al. (2018) were quick to 
recommend a legislative strategy to compel web 
developers to adhere to acceptable minimum 
standards of website accessibility. Th ey further 
proposed the use of text as an alternative for non-
text content, presenting content in diff erent ways 
without losing detail, providing user navigation 
help guides and including content search 
functionality on every website.

Several researchers such as Kaur, Kaur and Kaur 
(2016), Domínguez Vila et al. (2018), Iram, Zafar 
and Zahra (2018), and Oyefolahan, Sule, Adepoju 
and Babakano (2019) share the view that web 
developers may be overwhelmed by the number 
of checklist items of good website design, and 
hence, they need automated methods of checking 
on their oversight. For example, Google Analytics 
is a valuable tool which measures, collects, 
analyses and reports on web page hit metrics. Th is 
tool can be used to adjust online content based 
on online visitors’ preferences (Garabinovic & 

FIGURE 1: ONLINE ACTIVITY DEMOGRAPHICS (CULLEN & KABANDA, 2018)
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Papic, 2018). Web developers may benefi t from 
using web analytics to redesign web pages based 
on what content visitors are viewing, their likes or 
social interaction and engagement on the website 
(Katuu, 2018).

METHODOLOGY
Th is study used the Preferred Reporting Items 
for Systematic Reviews and Meta-Analyses 
(PRISMA) guidelines (McInnes et al., 2018). Th at 
means data from primary sources was synthesised 
and compared, factoring in the validity of the 
sources’ results (McInnes et al., 2018). Th e review 
facilitated transparent reporting and enhanced 
reliability to make the results more useful. Th is 
systematic review included studies that had 
focused on website development challenges in 
South Africa.

A search to identify relevant published studies 
was performed on six databases, namely Google 
Scholar, IEEE Xplore, RePEc, UNISA Institutional 
Repository, University of Pretoria UPSpace and 
University of Johannesburg UJContent.

Th e identifi cation phase of the PRISMA step-by-
step guidelines combined search terms describing 
the subject of interest. Th e search terms used were 
“website development”, “challenges” and “South 
Africa”. Th e search was limited to articles published 
from 2017 to May 2019. One exception to the 
criteria was Ogutu (2016) which was incorporated 
in this study as it specifi cally dealt with the 7Cs 
framework for website development. Th e initial 
search yielded 613 published articles, while 140 
articles were retrieved from Google Scholar, 187 
records were retrieved from IEEE Xplore, 80 
records from RePEc, 54 records from UNISA 
Institutional Repository, 63 from University of 
Pretoria UPSpace and 89 records were retrieved 
through University of Johannesburg UJContent. 
In the screening phase, 87 duplicated articles 
were removed using Endnote Clarivate Analytics 
soft ware and the remaining articles were manually 
verifi ed to ensure that there was no duplication.

INCLUSION AND EXCLUSION CRITERIA
To qualify for inclusion in this study, the 
remaining articles were assessed based on their 
titles and abstracts. Of these, 30 articles met the 

FIGURE 2: PRISMA FLOW DIAGRAM
(SOURCE: AUTHOR’S OWN)
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inclusion criteria and six studies were selected for 
a full-text review. Th e inclusion criteria were (1) 
each article included in the fi nal full review had 
to investigate at least one challenge pertaining to 
website development; (2) the article had to report 
results within the South African context; and (3) 
each paper had to have been published between 
2017 and May 2019.

We also examined the reference list of eligible 
studies to identify other eligible studies we might 
have missed.

RESULTS AND DISCUSSION
Th e results and discussion are based on the content 
of articles portrayed in Table 1. Supporting 
literature is used to compare fi ndings from these 
articles. Th e discussion is set out under headings 
categorised by type of common challenges 
explored in the articles, namely (1) cyber security 
and trustworthiness; (2) linking websites to social 
media sites; (3) internet penetration and mobile 
platform; (4) website usability and assessment 
tools; and (5) website 7Cs quality elements.

WEBSITE CYBER SECURITY AND 
TRUSTWORTHINESS
Th e challenges related to website security 
threaten all users, and web developers have a duty 
to strategise how to alleviate security and privacy 
concerns during online transactions (Mathaba 
& Mkhize, 2018). As cited earlier, Mujinga et al. 
(2018) have shown that only 4% of South Africans 
with bank accounts are using online banking. 
Some of the reasons given for this trend are the 
concerns about identity theft  and internet fraud 
with South Africa ranked third on reported cyber-
attacks in the world due to unpatched systems 
(Van Heerden, Von Solms & Vorster, 2018). In 
a series of arguments, Mujinga et al. (2018) link 
poor website usability design to online banking 
customers’ vulnerability.

Web developers should strategise to improve 
website usability and desktop to mobile platform 
compatibility as well as simplify the functionality 
constantly with the aid of customer feedback of 
their online banking experience (Mujinga et al., 
2018).

In confronting the challenge of cyber-attacks, 

Sheleheda, Amoroso, Cama, Feng, Leibolt, 
MacWan and Yu (2017) propose that web 
developers monitor servers or network printers 
running web services, fi nd website pages with 
suspicious broken links or suddenly not in 
original formats, check for unsecured websites, 
ensure sensitive content is under double security 
standards and have detection systems for possible 
cyber-attacks.

INTERNET PENETRATION AND MOBILE 
PLATFORMS
Various articles by Mbise, Taal, Roberts and 
Lammersen (2018), Mujinga et al. (2018) and 
Robb and Hawthorne (2019) share the view 
that prospects of a successful internet-based 
(web-based) business depend on various factors, 
including internet penetration, data costs and 
demography of the target market. Mbise et al. 
(2018) highlight that global internet connectivity 
will be at 53% by the year 2020, leaving out millions 
of people without access to online education and 
web browsing.

Mujinga et al. (2018) depicted low internet 
connectivity and mobile internet penetration 
as the inhibitors of rapid growth in website-
based business in South Africa, while Robb and 
Hawthorne (2019) looked at the roll out of high-
speed fi bre optic networks currently underway as 
a possible solution. Th e internet penetration rate 
in South Africa stands at 52% which implies that 
about 28.5 million South Africans have access to 
the internet, but as alluded to earlier, only 4% of 
South Africans have adopted online banking as 
compared to 91% in Norway and a global average 
of 28.7% (Mujinga et al., 2018).

Cost of data is the least possible cause for the 
poor adoption rate in South Africa because 
banks are off ering free data to encourage online 
banking. Mujinga et al. (2018) suggest website 
usability issues as a more probable cause. While 
the sample size of 540 online banking users is 
statistically signifi cant for generalising the South 
African population, the limitation of the study by 
Mujinga et al. (2018) is that they have not solicited 
responses from non-online users to understand 
their reasons for not adopting online banking.

As depicted in Figure 3, current statistics on 
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internet connectivity in South Africa show 
that the national average of households with 
home-based internet connectivity such as fi bre 
connection is just 11%. Th e national average is a 
good 57% considering that at least one household 
member has internet access on a mobile phone 
for WhatsApp and any other data platforms.

Website usability and assessment tools
Several research papers by Iram, Zafar and Zahra 
(2018), Mujinga et al. (2018) and Verkijika and 
De Wet (2018) agree on the view that, while 
the developer may be happy aft er developing a 
website, the users may have unkind perceptions 
about the website usability quality. Website 

TABLE 1: DETAILS OF REVIEWED PAPERS

S/N Author 
Year Setting Participants Objectives Outcome

1

Van den 
Heever 

and 
Rensburg 

(2018)

Solidarity 
social media 

website in 
South Africa

Five Solidarity 
website 

administrators 
were 

interviewed.

Website usability 
and assessment 

tools

Linking websites to 
social media sites

Solidarity website content 
is aligned with core values. 

Content was compelling 
and interesting to users. 
Administrators managed 

negative reporting quickly.

2 Katuu 
(2018)

Nelson 
Mandela 

Foundation, 
South Africa

Mandela Portal 
and Google 
Analytics

Website usability 
and assessment 

tools

Visitors’ demographic 
origins and trends 

were revealed. Visitors 
trusted information. 

Administrators used data 
to adjust website. 

3

Mujinga, 
Eloff  and 
Kroeze 
(2018)

Survey 
of online 
banking 

customers in 
South Africa

540 South 
African online 
banking users 

using desktops, 
tablets and 

mobile phones

Website cyber 
security and 

trustworthiness

Internet penetration 
and mobile platforms

It was found that older 
users preferred using 

internet banking more 
than younger users. 

Website usability and 
security issues should be 
improved to encourage 

users.

4
McInnes 

et al. 
(2018)

Delhi and 
Amsterdam

23 participants 
attended three 

Delhi consensus 
meetings.

Research method in 
qualitative research

Preferred reporting items 
for a systematic review and 
meta-analysis of diagnostic 

test accuracy. Consensus 
reached on importance 

of items criterion for 
inclusion.

5 Ogutu 
(2016) South Africa

Th ree South 
African banking 
websites and 384 
online banking 

users

Website 7Cs quality 
elements

Users were satisfi ed with 
the banking websites and 

perceived the quality of all 
7Cs elements acceptable to 

their liking. 

6 Dundu 
(2017)

University of 
Johannesburg, 
South Africa

Th ird-year 
Faculty of 

Management 
students at 

University of 
Johannesburg

Linking websites to 
social media sites

It was found that the 
main factors encouraging 
engagement were Ease of 
use, Capability, Critical 

mass and Perceived 
usefulness.
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usability is the extent to which a website may be 
used without frustration, diffi  culty, hesitation or 
questions (Mujinga et al., 2018). While the global 
average time spent on a web page is two minutes, 
users tend to exit a web page that they fi nd less 
engaging within the fi rst fi ft een seconds (Ullah, 
Sepasgozar & Wang, 2018).

Verkijika and De Wet (2018) studied 279 websites 
in 31 sub-Sahara African countries and found 
that most government websites had poor usability 
design with an average usability score of 36.2% 
or 64.8% at best. Th ere seemed to be no eff ort 
by government web developers to evaluate their 
websites.

A similar study by Verkijika and De Wet (2018) 
revealed that all 26 South African university 
websites failed the standard accessibility criteria, 
violated at least eight basic design rules and had 
many broken links, with four university websites 
failing the Google Mobile Compatibility Test.

Various researchers have been credited for 
their studies about website evaluation tools 
(Domínguez Vila et al., 2018; Katuu, 2018; 
Oyefolahan et al., 2019). For example, Katuu 
(2018) analysed the Mandela Portal website using 
Google Analytics and was able to identify visitors’ 

geographic origins to formulate strategies on 
content improvements to satisfy global users’ 
interests. Limitations of the study were failure 
to explore bounce rates, page views per visit and 
duration of page views (Katuu, 2018).

Kaur et al. (2016) and Iram et al. (2018) propose 
the Site Analyzer which evaluates content, 
design, performance, search engine optimisation 
and page analysis as well as the Qualidator Tool 
which calculates usability, accessibility, search 
engine optimisation and technical quality. 
Such automated tools assist web designers, web 
developers and owners to quickly evaluate their 
websites and make improvements.

In an earlier research, Mustafa and Al-Zoua’bi 
(2008) reported satisfactory website usability aft er 
evaluation using two automated tools, namely 
Site Analyzer and the Qualidator Tool.

LINKING WEBSITES TO SOCIAL MEDIA 
WEBSITES
While articles by Dundu (2017), Th akur (2018) 
and Van den Heever and Rensburg (2018) 
investigate the use of social media websites, only 
Dundu (2017) is reviewed in this paper. On social 
networking platforms people are proud to be 
associated with certain brand names they post on 

FIGURE 3: INTERNET PENETRATION IN SOUTH AFRICA BY HOUSEHOLD (ROBB & HAWTHORNE, 2019)
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Facebook (Dundu, 2017). People follow people 
they trust, even when they have never met. If a 
brand is posted on a friend’s Facebook page, trust 
in the web link is implied and other friends are 
infl uenced into trusting the brand. Th e extent 
to which trust in a brand is dissipated through a 
social media network depends largely on the size 
of the social media network.

Dundu (2017) highlights the need for a business 
organisation to monitor and listen to what 
is being said on its Facebook page so that it 
would respond and take corrective action when 
necessary. Dundu (2017) is echoed by Van den 
Heever and Rensburg (2018) who link social 
media sites to further website brand interests. 
Unless other developers adopt the website shared 
link strategy, poor websites can make or break the 
brand reputation, recruit new customers or drive 
them off  (Van den Heever & Rensburg, 2018).

However, Dundu’s (2017) research has focused 
on Facebook only and on a sample of students 
between the ages of 18 and 24. Th e study is 
quantitative in nature, and as Dundu (2017) 
rightfully agrees, qualitative interviews could have 
shone more light onto human behaviour while 
interacting with social media websites. In extreme 
cases of social media behaviour, addiction is real, 
and as reported widely, deaths oft en occur while 
people are taking selfi es to post on social media. 
Figure 4 depicts website strategies that infl uence 
users’ interaction with a website.

Website 7Cs quality elements
As cited by Garabinovic and Papic (2018), Rayport 

and Jaworski’s (2002), 7Cs framework elements 
sought to off er guidance and standardise design 
elements for online business. In the South African 
context, Ogutu (2016) tried to determine whether 
7Cs framework elements are incorporated into 
South African banking websites and whether 
they infl uenced perceived usefulness or ease of 
use. From the responses, Ogutu (2016) found that 
most online users felt satisfi ed with the banking 
websites as they confi rmed the existence of all of 
the 7Cs elements mentioned previously.

Most users were happy with the community 
element that provided chat pop-ups, content 
that assured the information on the website was 
constantly up to date, customisation of their 
individual profi les, communication that provided 
quick automated email responses and connection 
elements that linked the banking websites to 
other sites they then considered reliable.

Th e limitation was that data collection was 
done by means of questionnaires, and Ogutu 
(2016) acknowledged the diffi  culty of telling 
how truthful the respondents were. Th e 7Cs 
framework elements are illustrated in the fi gure 5.

LIMITATIONS AND RECOMMENDATIONS 
FOR FURTHER STUDY
General limitations pertaining to systematic 
reviews include selection biased criteria by 
publications, errors in data extraction and 
misrepresentation of data (Jonnalagadda, Goyal 
& Huff man, 2015; Mathes, Klaßen & Pieper, 
2017). Although the literature search was selected 
randomly, the advanced search, based on a date 

TABLE 2: COMPARISON OF ONLINE WEBSITE EVALUATION TOOL CAPABILITIES (KAUR ET AL., 2016)

Website Evaluation Tool Capabilities
Criteria Site Analyzer Qualidator
Design Yes No
Performance Yes Yes
Content Yes No
Accessibility Yes Yes
Mobile No No
Search Engine Optimisation (SEO) Yes Yes
Security No No
Usability No Yes
Page Analysis Yes No
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criterion in favour of recent research, was likely 
to impact on validity. In an eff ort to reduce 
errors in data extraction and misrepresentation, 
re-evaluation of the research papers was done 
repeatedly.

Lastly, the study was limited in time and design 
scope, as it focused only on website development 
challenges encountered in South Africa published 
within a three-year span.

In further research, a wider literature search 
using more databases may yield more studies 
to investigate. Th e exclusion criteria, especially 
the period 2017 to May 2019, may be relaxed to 
include earlier and later research.

MANAGERIAL IMPLICATIONS
Th is systematic review has identifi ed a number of 
challenges associated with website development 
in the South African context. Th us, it is 
recommended that website developers take into 
consideration such issues in order to develop 

functional websites. Particularly, adhering to the 
7Cs framework elements will assist in ensuring 
that most website usability issues are addressed 
during website development.

CONCLUSION
Th e systematic review noted a consensus on 
the challenges about internet penetration and 
mobile platforms, usability and assessment tools. 
Th e literature was, however, not proposing the 
same corrective strategies. Th e shared gaps in 
literature generally arose in methodological 
issues such as problematic size of sample and 
inadequate rigorous validation methods for 
data representative of a national scale. At the 
end of the review the scope of challenges in 
web development were evident, strategies that 
outshined the rest are use of website 7Cs quality 
framework elements and use of the automated 
website assessment tools (Kaur et al., 2016).

DECLARATION OF CONFLICTING 
INTERESTS

FIGURE 4: STRATEGIES INFLUENCING ENGAGEMENT ON A WEBSITE AS ADOPTED FROM DUNDU 
(2017)



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

201

Th e author(s) declared no potential confl ict of 
interest with respect to the research, authorship 
and/or publication of this article.

FUNDING
Th e author(s) received no fi nancial support for 
the research, authorship and/or publication of 
this article.

REFERENCES
Ahmad, A., & Khan, M. N. (2017). Developing a 
website service quality scale: a confi rmatory factor 
analytic approach. Journal of internet Commerce, 
16(1), 104-126.

Cullen, M., & Kabanda, S. K. (2018). Th e role of 
demographic and motivational factors on mobile 
commerce usage activities in South Africa. South 
African Journal of Information Management, 
20(1), 1-8.

Domínguez Vila, T., Alén González, E., & Darcy, 
S. (2018). Website accessibility in the tourism 
industry: an analysis of offi  cial national tourism 
organization websites around the world. Disability 
and rehabilitation, 40(24), 2895-2906.

Dundu, N. (2017). Factors that infl uence students’ 
engagement with the Facebook page of a selected 
University (Doctoral dissertation, University of 
Johannesburg).

Garabinovic, D., & Papic, M. (2018). Analysis 
of attitudes about the use of information 
technologies and internet marketing within 
diff erent promotional strategies. Implementation 
of information technology: it, marketing, 
education and business working together for 
business success, 51.

Hung-Joubert, Y. T., & Erdis, C. (2019). Infl uence 
of retailers’ website system quality factors 
on online shopping in South Africa. African 
Journal of Science, Technology, Innovation and 
Development, 1-11.

Iram, N., Zafar, S., & Zahra, R. (2018, February). 
Web content readability evaluation using fuzzy 
logic. In 2018 International Conference on 
Advancements in Computational Sciences 
(ICACS), 1-8. IEEE.

Jonnalagadda S.R & Goyal P, Huff man M.D. 

FIGURE 5: THE 7CS FRAMEWORK ELEMENTS (ADAPTED FROM LIU & CHEN, 2011)



202
WWW.IBC-CONFERENCE.COM

(2015). Automating data extraction in systematic 
reviews: a systematic review. Syst Rev. 2015; 4:78. 
doi: 10.1186/s13643-015-0066-7.

Jones, D. (2018). WordPress for Beginners: Tips 
and Tricks to Build a WordPress Website Fast 
without Coding (Vol. 2).

Katuu, S. (2018). Using Web Analytics to Assess 
Traffi  c to the Mandela Portal: Th e Case of 
African Countries. New Review of Information 
Networking, 23(1-2), 1-18.

Kaur, S., Kaur, K., & Kaur, P. (2016, March). 
Analysis of website usability evaluation methods. 
In 2016 3rd International Conference on 
Computing for Sustainable Global Development 
(INDIACom). 1043-1046. IEEE.

Lin, L., & Chu, H. (2018). Quantifying publication 
bias in meta‐analysis. Biometrics, 74(3), 785-794.

Liu, H. K. J., & Chen, L. (2011). Th e perception of 
travel agents in Taiwan regarding travel website 
and training needs for adopting E-commerce. 
African Journal of Business Management, 5(26), 
10811-10820.

Mathaba, R., & Mkhize, N. (2018). Exploring 
the relationships between antecedents of online 
purchasing behaviour. Journal of Business 
Economics and Management, 20(1): 131–148.

Mathes, T., Klaßen, P., & Pieper, D. (2017). 
Frequency of data extraction errors and 
methods to increase data extraction quality: a 
methodological review. BMC Medical Residence 
Methodology. Published online 2017 Nov 28. doi: 
10.1186/s12874-017-0431-4.

Mbatha, B., & Ngwenya, B. (2018). Obstacles to 
the adoption of e-commerce by tourism SME 
service providers in South Africa: the case of 
selected SMEs in Pretoria. African Journal of 
Business and Economic Research, 13(3), 153-173.

Mbise, T., Taal, S., Roberts, M., & Lammersen, 
F. (2018). Digital connectivity & e-commerce: 
Overview of fi nancing fl ows and examples of aid 
for trade support (No. ERSD-2018-08). WTO 
Staff  Working Paper.

McInnes, M. D., Moher, D., Th ombs, B. D., 
McGrath, T. A., Bossuyt, P. M., Cliff ord, T., & 
Hunt, H. A. (2018). Preferred reporting items 
for a systematic review and meta-analysis of 
diagnostic test accuracy studies: the PRISMA-
DTA statement. Jama, 319(4), 388-396.

Mujinga, M., Eloff , M. M., & Kroeze, J. H. (2018). 
System usability scale evaluation of online 
banking services: A South African study. South 
African Journal of Science, 114(3-4), 1-8.

Murana, G., Alfonsi, J., Di Marco, L., & Pacini, D. 
(2017). Open thoracoabdominal aortic aneurysm 
repair in expert hands: “All roads lead to Rome”. 
Annals of translational medicine, 5(20).

Mustafa, S. H., & Al-Zoua’bi, L. F. (2008). Usability 
of the academic websites of Jordan’s universities 
an evaluation study. In Proceedings of the 9th 
International Arab Conference for Information 
Technology (ACIT), December, 2008. Zarqa 
Private University, Jordan.

Ogutu, R. (2016). Factors of user interface design 
that infl uence usage of e-banking websites 
(Doctoral dissertation), University of KwaZulu 
Natal (UKZN).

Oyefolahan, I. O., Sule, A. A., Adepoju, S. 
A., & Babakano, F. (2019). Keeping with the 
Global Trends: An Evaluation of Accessibility 
and Usability of Nigerian Banks Websites. 
International Journal of Information Engineering 
and Electronic Business, 11(2), 44.

Rayport, J. F., & Jaworski, B. J. (2002). Introduction 
to e-commerce. Mcgraw-Hill/Irwin Series in 
Marketing, 2nd Ed. 31-40.

Robb, G., & Hawthorne, R. (2019). Net neutrality 
and market power: the case of South Africa. 
Telecommunications Policy.

Sheleheda, D., Amoroso, E. G., Cama, C., Feng, 
J., Leibolt, G., MacWan, S., & Yu, Y. (2017). U.S. 
Patent No. 9,825,973. Washington, DC: U.S. 
Patent and Trademark Offi  ce.

Steyn, R. A. (2018). Changing thoughts towards 
digital literacy interventions for South African 
entrepreneurs. Reading & Writing, 9(1), 1-9.



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

203

Th akur, R. (2018). Customer engagement 
and online reviews. Journal of Retailing and 
Consumer Services, 41, 48-59.

van den Heever, J., & Rensburg, R. (2018). 
Investigating social media conversations: towards 
implementing an online reputation management 
framework for NPOs. Communitas, 23, 53-70.

Van Heerden, R., Von Solms, S., & Vorster, J. 
(2018, May). Major security incidents since 2014: 
an African perspective. In 2018 IST-Africa Week 
Conference (IST-Africa) (pp.1). IEEE.

Verkijika, S. F., & De Wet, L. (2018). A usability 
assessment of e-government websites in Sub-
Saharan Africa. International Journal of 
Information Management, 39, 20-29.

Verkijika, S. F., & De Wet, L. (2018). Accessibility 
of South African university websites. Universal 
Access in the Information Society, 1-10.



204

ABSTRACT 
Business technology research has oft en focused 
on value creation of platforms that leverage on 
execution of innovative strategies. Th is work 
espouses organizational innovation and the 
pursue of strategies that may at times result to 
unintended consequences on the security of 
business information systems. Th e organizational 
innovation theory is applied as a theoretical lens to 
explain the impact of innovation on information 
security. A quantitative mono-method of analysis 
was used to analyze data using statistical methods 
with a view to identify innovation constructs and 
testing relationships to fi nd which had the most 
signifi cant impact to the security of business 
information systems. Th e fi ndings of the work 
undertaken provides useful insights to businesses 
by showing that constructs such as innovative 
design, structure and skill sets were most likely to 
exacerbate security risk to business information 
systems if these innovations were not in alignment 
to business goals. Th e importance of this research 
is that businesses need to take consideration of 
information security risks when being innovative.

Key terms: Business Technology, Systems, In-
novation, Information Security 

INTRODUCTION 
Business technology research has oft en focused 
on value creation of platforms that leverage 
on execution of innovative strategies. Business 
organisations are increasingly pursuing 
technology innovation as a way of leveraging 
competitive advantage by adopting innovative 
strategies which are transforming business 
operations. With increasing information security 

concerns that many businesses have now realised 
are associated with the use of technology, 
businesses are oft en deterred from aggressively 
pursuing innovation (Antsaklis & Michel, 2007). 
Th e concept of business technology in systems 
theory is closely related to innovation which 
is defi ned by Amabile (2011) as the successful 
implementation of creative ideas within an 
organisational context.

Creative ideas and technology advancements 
such as Blockchain, Internet of Everything (IoE), 
Big Data/Cloud Computing, Virtual/Augmented 
Reality and Artifi cial Intelligence (AI) that shape 
the era of the fourth industrial revolution (4IR) 
has made researchers closely examine these 
advancements in light of the security risks that 
these pose to businesses. It is therefore important 
to take a keen look at systems innovation as 
an interconnected set of innovations (such as 
Blockchain, Internet of Everything (IoE), Big 
Data/Cloud Computing) where each innovation 
infl uences the other (Mulgan & Leadbeater, 2013).

Considering information security risks associated 
with these interconnected business technology 
innovations stands at the core of this research 
work. Information security is addressed from the 
conceptualisation, the tools and the mechanisms 
that businesses may use for the protection 
of business systems light of these advanced 
innovations (Pieters, 2011). Information security 
is a critical issue in modern businesses using 
innovative technology due to the rising costs 
associated with protecting businesses from 
security risks (Feng et al., 2014). As organisations 
continue to adopt, invest, construct and 
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implement advanced technology innovations, 
the issue of ensuring that these innovations are 
in alignment with business goals becomes more 
pertinent (Chang & Lin, 2007).

Research Objectives 
As businesses continue to heavily invest in 
modern innovative technologies, the concept 
of ensuring the alignment of business goals, 
innovation as well as information security has 
become even more important (Chang & Lin, 
2007). Th is study seeks to address this alignment 
by elucidating technology innovations that would 
most likely result to a misalignment between 
business goals and innovation and in particular, 
those that would lead to security risk.

BUSINESS TECHNOLOGY AND 
INFORMATION SECURITY RISK 
In the context of businesses using technology, 
Pieters (2011) defi nes information security as the 
tools and mechanisms used for the protection 
of information in the face of attacks. Th e main 
objective of information security in businesses 
is to ensure the confi dentiality, integrity and 
information availability (Chmura, 2016). In 
order to achieve this objective, businesses 
oft en implement technology tools, processes 
and procedures to protect against information 
security risks which are particularly aimed 
at undermining confi dentiality, integrity and 
availability of information. Stewart & Jürjens 
(2017) considers human activity as the most 
critical factor in the management of information 
security and therefore this presents signifi cant 
risks to information security. Bhattacharjee et al. 
(2012) has examined information security risks 
from the potential damage to businesses through 
exploits of vulnerabilities in systems. In order to 
deal with such vulnerabilities, organisations need 
to implement both physical and organisational 
measures (Fenz & Ekelhart, 2009). Importantly, 
the measurement of the probability of 
information security risks needs to be addressed 
by determining realistic threat probability values 
and carrying out a risk calculus (Ekelhart et al. 
(2009). A quantitative and qualitative analysis is 
also needed to determine the probabilities of the 
various possible threats (Ketel, 2008).

Th ere are several security frameworks, which 

can be used to quantify the eff ectiveness of 
security controls in an organisation (Breier 
& Hudec, 2011). According to Ataya (2013), 
Control Objectives for Information and Related 
Technologies (COBIT) 5, is used by enterprises 
to build and sustain an effi  cient and eff ective core 
risk governance and management of activities 
as well as to describe processes of identifying, 
analysing, responding to and reporting on risk. 
Th e International Standards Organisation (ISO) 
27001 is another framework used in the fi eld of 
information security risk. Lomas (2011) states 
that ISO 27001 is a framework used mainly for 
risk assessment, risk treatment, risk controls, 
risk monitoring and reviews, risk improvements, 
documentation systems, audits, and reviews. 
Information security standards provide an 
organised approach of management to adopt 
best practices in controls and in quantifying 
the acceptable level of risk within organisations 
(Pinheiro & Júnior, 2016). Th e ISO 27001 assists 
organisations to have a policy and an approach 
or framework for implementing, maintaining, 
monitoring, and improving systems consistent 
with the organisational culture (Lomas, 2011).

Systems innovation as precursors to 
information security 
A number of businesses have embraced the 
notion of information system innovation to 
leverage their competiveness and have made 
innovation a key managerial objective (Matsebula 
& Mnkandla, 2016). Business innovation is 
characterised by innovative use of technologies 
such as the Internet of Everything (IoE), artifi cial 
intelligence (AI), blockchain, cloud computing/
big data, and augmented reality/virtual reality 
that shape new business models and new ways 
to compete. XIao-yang (2011) defi nes artifi cial 
intelligence as the study of how machines are used 
to imitate the human brain to conduct thinking 
and cognitive activities. Over the past 20 years, 
signifi cant progress has been made towards the 
advancement of AI technologies and some of the 
examples include Google’s AI system, AlphaGo, 
which successfully challenged Lee Se-Dol (one 
of the world’s top chess players) in a chess match 
(Gan et al., 2017). Recent studies also show that 
AI applications may be better at identifying and 
diagnosing eye diseases than human doctors 
(Ward, 2018). Developments of AI applications in 
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the last several years enable the use automation of 
customer service tasks with signifi cant effi  ciency 
gains in various sectors (Riikkinen et al., 2018).

IoE involves the use of diff erent technologies 
and applications with capabilities involving 
blockchains, virtual reality, connectivity to the 
cloud, artifi cial intelligence and big data analytics 
(Vermesan et al., 2017). Th e use of computers has 
moved from mobile devices to connected IoE 
devices, in an era where IoE security has changed 
from time to time in response to technological 
changes and market needs (Vorakulpipat et al., 
2018). IoE has the potential to off er users smart 
capabilities, it is also aff ected by raising security 
and privacy challenges.

According to Liu and Xu (2018) blockchain is a 
distributed public ledger technology. Blockchain 
technology is also commonly used as a platform 
for cryptocurrencies with the most prominent 
one being Bitcoin. Blockchain technology 
has redefi ned how information is stored and 
disseminated on the information network where 
neither participant needs to know each other, 
and nor does it require third-party certifi cation 
bodies to participate (Liu & Xu, 2018). Th e 
concept of virtual reality was developed in 1999 
to supplement the existing broader views on 
virtual reality and the fi rst research experiments 
measuring the eff ectiveness of virtual reality 
started as early as 1995 (Toumpalidis at al., 2018). 
Virtual reality has four essential factors which are 
simulation, immersion, feedback and interactive 
(Feng et. al., 2014). Security remains a primary 
concern in the adoption of virtual reality and 
augmented reality technology as there’s oft en a 
large amount of data that is cultivated on these 
technologies. Augmented reality and virtual 
reality technologies also place a lot of emphasis 
on reliability, therefore, it is essential for these 
technologies to present a solid information 
security posture.

While businesses may reorganise the value of these 
mentioned technology innovations, it is important 
to understand that these innovations would only 
add value to these businesses if competitors 
are not able to replicate these innovations in 
their own businesses. Of concern however, to 
academics and researchers in the information 

security domain, is the need to understand how 
these innovation serve as important conduits 
for security threats. When an innovation such as 
blockchain, a decentralised digitised public ledger 
system that hosts cryptocurrency is considered, a 
vulnerability exists where blockchain transaction 
can be denied easily if participants are impeded 
from sending transactions (Rawat & Alshaikhi, 
2018). Th is is what is known as a distributed 
denial of service attack (DDoS). We postulate 
that while these innovations are benefi cial, they 
also expose businesses to unintended harm. Th e 
next section looks the concept of innovation as 
presented by academic literature.

Innovation Th eories 
Th e concept of innovation has become an important 
element in organisational research (Chuang, 
2007). Th ere are various theories that have been 
used to explain the concept of innovation and its 
disruption from an organisational context (Yu & 
Hang, 2010). One such theory is the organisational 
innovation model drawn from Amabile (1998) 
who developed a model for creativity and 
innovation in organisations. In this theory, there 
are four components that are necessary for any 
creative response which include domain relevant 
skills, creativity-relevant processes, intrinsic task 
motivation, and the social environment in which 
the individual is working (Amabile & Pratt, 
2016). Th e Diff usion of Innovation (DoI) theory 
was developed by Everett M. Rogers in the late 
1960s and more research is still being developed 
using this theory (Gouws & van Oudtshoorn, 
2011). Rogers’s theory is one of the most popular 
ones for studying the adoption of technology and 
understanding how innovation is spread amongst 
the users (Zhang et al., 2015). Innovation in 
information communication technology (ICT) 
has continuously provided new opportunities, it 
has transformed people’s lives and their adoption 
to technology (Waheed et al., 2015). Th e DoI 
has diff erent categories for innovation adoption, 
Gouws and van Oudtshoorn (2011) indicates 
that these categories move along a continuum of 
innovation adoption. Based on the understanding 
of innovation, we were able to model hypothetical 
relations between innovation and information 
security as shown by Figure 1. From the fi gure, 
what follows are a series of hypotheses that were 
developed as tested.
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Developing and testing hypotheses 
Th e hypotheses described below are based on 
Figure 1, which depicts the relationship between 
the variables we have drawn from literature ton 
help us understand how technology innovation 
would infl uence information security. We 
therefore outline out hypotheses as follows;

• H1: Complexity of business systems infl uences 
the rate technology innovation. 

• H2: Relative advantage will infl uence 
technology innovation. 

• H3: Th e rate of systems innovation in 
organisations is infl u enced by individual 
factors (motivation, skills and cognitive 
ability).

• H4: Th e rate of systems innovation in 
organisations is infl uenced by organisational 
factors (policies, resources and culture). 

• H5: Th e rate of systems innovation in 
organisations is infl uenced by environmental 
factors (technology, regulation and 
competitors). 

• H6: Organisation’s systems innovation will 
eff ect on information security risks. 

METHODOLOGY 
Th e study follows a mono-method quantitative 
which ascribes; descriptions, concepts and 
theories to examine the nature of, and relationship 
between variables (Rusli and Ali, 2003). A 

survey questionnaire was used to collect data 
which sought to measure constructs relating to 
the precursors to system innovation leading to 
information security risks. Several hypotheses 
drawn from the adopted model were subjected 
to statistical analysis to explain complex and 
causal relationships (Desai, 2016). A snowballing 
sampling method was used to develop a sample 
of 185 respondents. Snowballing, which is also 
referred to as chain-referral, is a selection method 
where the “seed” individuals are identifi ed to start 
the survey and then asking them for additional 
contacts in the population of interest (Yarwood, 
2011). In this study, 93 respondents were selected 
through a purposeful sampling method and they 
provided the initial responses and subsequently 
shared the survey questionnaire with other 
individuals that fall under the target group. For 
the purposes of this study, the population is 
defi ned as IT Practitioners and students studying 
Information Technology (IT) in South Africa.

DATA ANALYSIS 
Santos (1999) indicates that reliability tests 
are very important in studies where derivative 
variables are used for predictive analysis. In a 
study where one seeks to identify the relationship 
between antecedents of systems innovation and 
information security risks, it is important to 
perform a test on reliability in all constructs. 
Cronbach’s Alpha provides a measure for 
internal consistency of a construct and internal 

FIG. 1: ANTECEDENTS FOR INNOVATION (ADOPTED FROM GOUWS AND VAN OUDTSHOORN, 2011) 
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consistency describes the interrelatedness and 
the extent to which all the items in a test measure 
the same construct (Tavakol & Dennick, 2011). 
Each construct initially had a total of fi ve items 
and some of the items could not meet a suffi  cient 
level of consistency and were therefore removed. 
Cronbach’s Alpha results are shown by Table 1 
and confi rm reliability of data.

Data collection was done by way of self-
administered survey questionnaires which 
comprised of questions relating to the hypotheses 
examined in this study. Online and manual survey 
questionnaires were developed and distributed 
to the relevant respondents as identifi ed in 3.3 
above. Data was collected over a period of one 
month and 185 responses were received. 144 of 
those responses were completed using the online 
questionnaire and 41 were completed manually. 

Table 2 describes the profi le of the respondents 
and shows that the highest representation of 
those surveyed were technical, having a bachelors 
degree but had not worked for more than three 
years in those businesses.

Factor Analysis 
Prior to performing factor extraction, we 
carried out a Kaizer-Meyer-Olkin (KMO) test of 
sampling adequacy and Bartlett’s test of sphericity 
(Tavakol & Dennick, 2011). Th e KMO measure 
of sampling adequacy has a range of 0 to 1 and 
in order to proceed with factor analysis, a KMO 
value of 0.5 or more is considered suitable. Th e 
data collected for this research obtained a KMO 
value of 0.764 which indicates that the factor 
analysis was statistically appropriate. Bartlett’s 
test of sphericity was also performed, this test 
provides an indication of whether variables are 

TABLE 1: RELIABILITY ANALYSIS

Construct Name Cronbach’s Alpha Mean Number of Items

Complexity 0.793 0.556 3
Relative Advantage 0.804 0.449 5
Individual Factors 0.763 0.446 4
Organisational Factors 0.734 0.477 3

TABLE 2: DESCRIPTIVE STATISTICS

Characteristics Percentage 

Level of Employment 

Intern 10.8
Admin 8.6

Technical/Functional Level 34.1
Middle Management 27

Top Management 11.9
Other, please specify 7.6

Experience with information 
systems 

0 – 3 Years 34.1
4 – 7 Years 24.9

8 – 10 Years 18.9
> 11 Years 22.2

Level of Education 

Matric/ Grade 12 6.5
National Diploma 27

Bachelors or BTech 29.2
Honours 23.2
Masters 12.4
Doctoral 0.5

Other, please specify 1.2
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unrelated. For factor analysis to be considered 
statistically suitable, Bartlett’s test of sphericity 
should be signifi cant at p<0.5. As shown in Table 
3 below, the test of sphericity was shown to be 
signifi cant at 0.000 (Tavakol & Dennick, 2011).

TABLE 3: KMO AND BARTLETT’S TEST

Kaiser-Meyer-Olkin Measure of 
Sampling Adequacy. .764

Bartlett’s Test of 
Sphericity

Approx. Chi-
Square 2168.133

Df 325
Sig. .000

Th e most common method used in exploratory 
factor analysis is Eigenvalue-greater-than-one 
rule (Patil et al., 2008). Th e analyzed data shows 
that seven factors were retained as they all have 
eigenvalues of greater than one with the highest 
eigenvalue being 5.418 and 1.115 being the lowest.

Correlation 
A test of correlation between the constructs, 
complexity and relative advantage was carried 
out and the test results showed how these two 
infl uences systems innovation. Th ese results 
are presented by Table 4. Th ere was a positive 
correlation between complexity and systems 
innovation, the correlation coeffi  cient being 0.226 
with a signifi cant value of 0.002. Th is is interpreted 
to mean that complex business systems required a 
higher level of innovation to manage these. Th ere 
was a signifi cant positive relationship between 
relative advantage and systems innovation. 

Th e correlation coeffi  cient being 0.191 with a 
signifi cant value of 0.009. Th e positive correlation 
suggests that new systems off er more advantages 
compared to older systems.

TABLE 4: CORRELATION ANALYSIS FOR DOI 
ATTRIBUTES

Systems 
Innovation

Complexity

Correlation 
coeffi  cient .226

Sig. (2 tailed) .002
N 185

Relative 
Advantage

Correlation 
coeffi  cient .191

Sig. (2 tailed) .009
N 185

REGRESSION 
Further tests of multiple and linear regression 
were carried out and results are shown by 
Table 5 and Table 6 respectively. Results show a 
positive correlation existing between complexity 
and innovation and between relative advantage 
and innovation. Th ese tests provide deeper 
understanding of the relationships that exists 
beyond the correlation tests in insightful manners.

As predicated, the variance in systems innovation 
can be explained by how businesses understand 
and manage innovation and security risk. Th e 
multiple regression test shows a signifi cance 
level of 0.000 between systems innovation and 
environmental factors, this is a signifi cantly 

TABLE 5: MULTIPLE REGRESSION RESULTS

Model

Unstandardized 
Coeffi  cients

Standardized 
Coeffi  cients t Sig. 95.0% Confi dence 

Interval for B
Collinearity 

Statistics

B Std. 
Error Beta Lower 

Bound
Upper 
Bound Tolerance VIF

(Constant) 2.102 .598 - 3.517 .001 .923 3.282 - -
Relative 

Advantage .170 .083 .159 2.057 .041 .007 .333 .707 1.413

Complexity .036 .095 .030 .384 .702 -.151 .224 .695 1.440
Individual 

Factors -.012 .082 -.010 -.144 .886 -.174 .150 .835 1.197

Organisati-
onal Factors -.212 .068 -.228 -3.137 .002 -.345 -.079 .797 1.255

Environm-
ental Factors .346 .089 .291 3.865 .000 .169 .522 .744 1.344
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high relationship between the two variables 
which suggests that environmental factors 
such as competitors, technology advancement, 
and changes in government regulations have 
a high infl uence in systems innovation. Th ese 
external factors are oft en determinants of the 
organization’s competitive edge. Th is fi nding 
shows that organizations do not operate in a 
vacuum and that innovation is oft en triggered by 
events external to the organization. Innovation 
models revolve around the recognition of the 
importance of the competitive advantage that 
oft en come from leveraging these external 
environment (Lakovleva, 2013).

RESULTS 
Following from our tests of hypotheses 
described in the previous section, which tested 
correlations between variables and having 
carried out correlation and regression analysis, 
some important insights emerged. Out of the six 
proposed hypotheses, three of these hypotheses 
were not supported and were therefore rejected. 
Th ese fi ndings are present by Table 7. Th e three-
rejected hypotheses includes those which were 
measuring the complexity, individual factors 
and information security risk constructs. As 
the main objective of this study was to examine 
the relationship between antecedents of systems 
innovation and information security risks, 
the data analyzed failed to prove that there 

is a signifi cant relationship between systems 
innovation and information security risks 
however some signifi cant relationships could 
be established between systems innovation and 
some antecedents.

Based on the results of regression tests and factor 
analysis tests carried out, a conceptual model was 
then developed and is shown by Figure 2, which 
is henceforth referred to as the information 
security framework for innovation. Th e revised 
theoretical model illustrates the results as well as 
the relationship between the constructs. When 
comparing the two theories that were used to 
develop the theoretical model, it is important 
to note that there are certain diff erences in the 
correlations identifi ed between constructs for this 
specifi c work. It is for this reason that the revised 
model diff ers.

Th e diff erence can be explained from the initial 
DoI theory which ascribes complexity as having a 
positive and signifi cant relationship with systems 
adoption which leads ultimately aff ects systems 
innovation. A vast body of research suggests 
that decreased complexity has a strong impact 
on the adoption of new technology (Al-Jabri & 
Sohail, 2012). Diff erences were also found in 
the organizational innovation model where an 
insignifi cant relationship was found between 
individual factors and systems innovation. Th e 

TABLE 6: LINEAR REGRESSION TABLE

Model
Unstandardized 

Coeffi  cients
Standardized 
Coeffi  cients t Sig.

95.0% Confi dence 
Interval for B

Collinearity 
Statistics

B
Std. 

Error Beta
Lower 
Bound

Upper 
Bound Tolerance VIF

1

(Constant) 2.655 .228 11.628 .000 2.204 3.105
Systems 

Innovation .065 .063 .076 1.035 .302 -.059 .188 1.000 1.000

TABLE 7: HYPOTHESIS TEST RESULTS

Hypotheses Cronbach’s 
Alpha Sig. (p) Beta (β) t-value Hypotheses Results

Complexity (H1) 0.793 .041 .159 2.057 Rejected
Relative Advantage (H2) 0.804 .702 .030 .384 Failed to Reject
Individual Factors (H3) 0.763 .886 -.010 -.144 Rejected
Organisational Factors (H4) 0.734 .002 -.228 -3.137 Failed to Reject
Environmental Factors (H5) 0.773 .000 .291 3.865 Failed to Reject
Systems Innovation (H6) 0.904 .302 0.076 1.035 Rejected
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initial theoretical model proposed a strong 
relationship between the two variables. Our 
results that present relationship between systems 
innovation and information security risks shows 
an insignifi cant relationship.

Research fi nding indicates that relative advantage 
is the main contributing factor leading to an 
increase in systems innovation. Complexity is not 
as signifi cant to systems innovation. Th e systems 
adopted have proven to have several benefi ts which 
further emphasizes the importance of relative 
advantage as a precursor to systems innovation 
and probably to information security risk. Th e lack 
of a direct and signifi cant relationship between 
these innovation and security risk variables 
however, brings an important narrative that seeks 
to disqualify information security as the reason 
for the low adoption of systems in organizations.

CONTRIBUTION 
A compelling contribution of this work is that 
it uses various pre-existing theories to answer 
questions relating to the two important constructs 
of systems innovation and information security 
risks. Th is work found its basis on well-established 
theories and is important in seeking to expand on 
our knowledge on these important constructs. 
Th e contexts of innovation was examined from 
fi ve relatively innovative technologies and how 
our understanding of these technologies will 

assist businesses with better decision making. Th e 
theoretical model would assist those who have the 
responsibility of adopting innovative technologies 
draw from this work’s valuable lessons regarding 
innovation.

LIMITATIONS 
Th ere are some limitations associated with this 
study, although eff ort was placed to minimise 
the eff ect of these limitations. Ideally it was 
preferable to have a test carried out on a larger 
sample size of around 300 respondents for better 
statistical analysis. Th e current sample for this 
work was 185 respondents. Our snowballing 
sampling approach however allowed us to attract 
respondents that would provide useful insights 
from fi tting IT Professionals and students.

RECOMMENDATIONS 
Further research that can be developed that 
follows from the theme of business innovation 
and security that is more specifi c to innovation 
and business risk such an innovation holds. 
Developing an information security framework 
for systems innovation would also be a key 
research theme linked to this research as it would 
provide a blueprint of how IT practitioners need 
to approach information security when pursuing 
systems innovation.

FIG. 2: REVISED THEORETICAL MODEL 
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CONCLUSION 
Th is research, while identifying precursors of 
systems innovation and how these relate to 
information security, bases its fi ndings on a model 
which espouses these relationships in an insightful 
and useful way. A quantitative mono-method of 
analysis was used to analyze data using statistical 
methods and to explain the fi ndings of this work. 
Th is work serves as a genesis for understanding the 
information security framework for innovation 
(ISecInnov). Th e ISecInnov model presented in 
this work, takes cognisance of emergent systems 
innovation and serves as a practical approach to 
business decision making in light of innovative 
technology developments. Th e work shows how 
innovative design, structure and skill sets are 
most likely to exacerbate security risk to business 
information systems if these innovations were 
not in alignment to business goals. It is hoped 
that this work endears to businesses and to 
researchers towards providing useful insights 
regarding technology innovation.
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ABSTRACT 
Th e common believe that the world will be able 
to sustain its population in 2030, and even in 
2050, is under scrutiny in this paper. Already 227 
million Africans are starving, yet Africa hold 60% 
of the world’s arable land and has an abundance 
of water sources. Th e paper delves for answers 
to the problem at hand: Th ere is just not enough 
food to feed the population of the earth. Th e study 
examines the food situation in the world and 
then, as per the primary objective, focus on the 
challenges Africa faces to establish food security. 
Ironically, Africa also hold the key for world food 
security with its abundant unused production 
factors. Secondary research employed the latest 
statistics and world reports to identify key 
production factors and the challenges in African 
food production. Th e paper also postulates a 
number of food production solutions that can 
be applied in Africa. Th ese are aquaculture, 
access to arable land and abundant water sources. 
Managerial challenges are also formulated on 
governmental and industry levels. Th e most 
important managerial challenge is that leaders 
should negotiate peace and rid the continent of 
confl ict to access arable land. Infrastructure is 
another important development challenge to 
facilitate increased food production. Th e research 
highlights that there are no “quick fi x”, and that 
country leaders should act immediately to resolve 
restraints of food production. If not, by 2030 
famine in Africa is projected to reach 240 million 
people in sub-Saharan Africa alone.

Keywords: Famine, hunger, Africa, food, wa-
ter, arable land, pollution, development, infra-
structure 

INTRODUCTION 
Th is paper is a theoretical paper that examines the 
future of food production versus the population 
growth for 2030 and where applicable 2050. 

Incidentally, the paper shows that contrary to 
common belief that food shortages might be 
a looming future danger, it is already a reality. 
Africa is specifi cally and already in a food crisis. 
In Africa, armed confl ict plays a signifi cant role 
in the manifestation of famine, while droughts 
are also a signifi cant cause of famine. Some 227 
million Africans already do not have food (SOS 
Children’s Village, 2018).

Th is paper used the United Nations defi nition 
of famine. Famine refers to an acute food crisis. 
Famine is regarded to be “the worst form of 
food shortage” and threatens the population 
with starvation (SOS Children’s Village, 2018). 
Offi  cially, the United Nations (2019) defi nes that 
there is a famine if at least:

• 20% of households suff er from extreme food 
shortages; 

• 30% of the population is acutely malnourished; 
and

• Two out of every 10,000 people, or four 
children, die daily from food shortages.

Food scarcity is a reality. Countries must 
understand the mechanics of the food shortages, 
what production factors are, what infl uence them 
and what possible solutions for food security exist. 
It is important that countries take cognisance 
now, and start to make plans to manage the food-
shortage crises.

PROBLEM STATEMENT 
Th e problem the world is facing is a simple 
problem to understand. Th ere is just not enough 
food for all the people of the earth. In addition, the 
problem gets worse by the day as each day 130,000 
more people are added to the world’s population 
(Cribb, 2019). Th e solution, however, is diffi  cult 
and diverse. More food needs to be produced, but 
most of the earth’s resources are already extended 
and cannot produce more food. Th is paper aims 
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to show how this crisis can be addressed and if 
possible, averted. However, signifi cant changes 
in traditional thinking is required to do so. It 
remains to be seen if the world, and especially 
Africa, can unlock their bread baskets to feed the 
world in the years to come.

RESEARCH QUESTIONS 
Th e relevant research questions postulate:

1. Can the Africa feed its population in the near 
future (2030) and sustain food production by 
2050? 

2. Can Africa feed its population by 2050?
3. How can Africa prepare to avert famine by as 

early as 2030?
4. Can Africa match food production with its 

growing population growth up to 2050?
5. What managerial interventions are required 

to improve food security in Africa?
OBJECTIVES 
Th e primary objective of this study is to identify 
the challenges that could improve food security 
and avert the threat of famine in Africa.

In support of the primary objective, the secondary 
objectives then aim to:

1. Analyse the present food security situation of 
the World 

2. Analyse the present food security situation of 
Africa

3. Postulate possible solutions to improve food 
security and avert famine 

4. Render managerial interventions in an 
attempt to resolve food security shortages

RESEARCH METHODOLOGY 
Th is paper used secondary research to address 
the objectives. Th e methodology followed 
consisted of four stages. Th e fi rst three stages 
involved horizontal expansion of the study fi eld 
and identifi ed the structure and relevant variables 
of the paper. Th e fourth phase involved in-depth 
analysis; thus vertical expansion of variables 
identifi ed in the fi rst three phases.

In the fi rst stage, an overview of the population 
and world food dynamics were researched. Here 

key institutions like the United Nations, Cribb and 
Associates and health reports were consulted. Th e 
second stage involved food production factors 
and the reduction of many variables to discuss 
the most relevant food production factors. In 
the third phase the possible solutions to the food 
shortages were researched. Th en, in the fourth 
phase, the details were studied. In this phase in-
depth analysis of the all the variables were done.

Library databases was used to identify relevant 
articles, reports and studies. However, in this 
paper the Internet proved to be the most important 
source because most recent reports could be 
consulted as they were published. Th e fi gures and 
statistics used in this research are dynamic and 
change. Th erefore, limited research articles were 
found to be relevant because the information 
is dated by the time the journal publishes and 
article. Information form books age even more 
so. Resultantly, most of the sources consulted are 
dated 2019; this refl ects the most current research 
on population, production variables and possible 
solutions to the food crisis.

THE DEMAND FOR FOOD 
A global perspective 
Predictions on the world population suggest that 
(using the median estimate and a global birth 
rate of 2.2 children per woman for future growth) 
the world population should reach 8.6 billion in 
2030, 9.8 billion in 2050 (Roser, 2018) and that 
by 2060, at least 10 billion mouths need to be fed 
every day (Cribb, 2019). In practice, this means 
that approximately 130,000 more meals need to 
be served every day.

Commonly, the increase in the demand for food is 
calculated based on the population growth Cribb, 
2019). Th is is only half the truth. Better health 
services, lifestyle and other factors that improve 
longevity mean that people are also getting older. 
It is currently common for people to live past 85 
years of age (GlobalNews. 2017). Canadian males 
will have a life expectancy that is predicted to be 
22.6 years older by 2030 because of better cardiac 
care, while the South Koreans can expect to live to 
get older than 90 years because of their low obesity 
rate and eff ective management of hypertension 
(Gallagher, 2017). As a result, it is predicted that 
a person who has access to food in 2030 will, on 
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average, consume approximately 35,000 more 
meals in his or her lifetime than today (Cribb, 
2019). Th is means that by 2030, 60% more food 
needs to be produced, and by 2060, double the 
amount of food that is currently produced.

Th is increase in food production, according to 
Bruinsma (2018), in his report to the United 
Nations, is unlikely. Agriculture does not have 
the means to double production because of 
constraints such as arable land, water, climate 
and infrastructure. He also warns that demand, 
as expressed in market terms, means that the 
estimated demand excludes people who are too 
poor to buy food. His report predicts that by 2030, 
around 440 million people will be chronically 
hungry.

Africa’s demand for food 
On the African continent, the current population 
of 1.28 billion (Worldometer, 2019) is expected to 
grow to 1.7 billion in 2030 and 2.5 billion in 2050 
(Unicef, 2017). Unfortunately, Africans do not 
share in the extended life projections of the rest 
of the world. Major causes for Africa’s remaining 
shorter life expectancy are, according to the World 
Health Organisation, health aspects common to 
developing countries (such as war, civil unrest, 
diseases, availability of health services, poverty, 
malnutrition and other factors) (Th e Lancet, 
2018; SOS Children’s Village, 2018). Regarding 
child malnutrition, Akombi et al. (2017) point 
out that already in 2016, alarming malnutrition 
rates exist on the African continent. Th eir study 
identifi ed the highest child malnutrition rate to be 
in Burundi (57.7%) and Malawi (47.1%). Namibia 
had the lowest malnutrition rate (6.2%), followed 
by Sao Tome & Principle (10.5%) and South Africa 
(15%). In 2017, the African continent already 
had 227 million people who were starving as per 
the United Nation’s defi nition of famine (SOS 
Children’s Village, 2018). By 2030, this number 
is projected to increase to 240 million. (Copley, 
2016). Th e 2019 United Nations report, however, 
paints a gloomier picture by predicting that in 
Sub-Saharan Africa alone, 237 million people will 
go hungry by 2030 (United Nations, 2019).

Food shortages are already prevalent in Africa. 
To add insult to injury, the economic realities 
are that, in Africa, even if food is availed, many 

people just cannot aff ord to buy the food. Poverty, 
malnutrition and famine are already harsh 
realities in Africa; this will worsen towards 2030 if 
no interventions are made to specifi cally alleviate 
the poverty and the food shortages (AfricaNews, 
2019).

FOOD SECURITY IN THE WORLD 
In 2018, 28 African countries received food aid 
(SOS Children’s Village, 2018). Unfortunately, 
many African leaders and governments believe 
that developed countries across the world would 
be able (and willing) to assist when food shortages 
occur across the African continent (AfricaNews, 
2019). Th is is a fatal fallacy. Aid might have 
been a humane practice in the past, but as food 
reserves dwindle, these countries are now forced 
to consider their country’s domestic food security 
position. Soon most developed countries will 
start to experience domestic pressure to feed their 
country’s population (Cribb, 2019), and prioritise 
aid to Africa secondary to feeding their own 
people. Also, if shortages occur, the developed 
countries hold the advantage that they have 
suffi  cient fi nancial means to import surplus foods 
from available surpluses elsewhere. Th ey also 
have the infrastructure to distribute the produce 
through their existing food-chains, rework basic 
foodstuff s into consumable products, and then 
distribute the food to consumer markets for 
consumption. Th e probability is therefore slim 
that African countries are going to receive food-
aid from developed countries if these countries 
start to experience shortages themselves. 
Unfortunately for Africa, the charity will start at 
home!

FOOD PRODUCTION FACTORS 
Th e world’s food securities consist of several 
food sources. Some key production factors or 
infl uences of production of food sources are 
discussed next. Th ese factors are by no means a 
complete list, but the key issues that contribute to 
the food supply are discussed below.

Water sources 
Ultimately, water is a key production input in food 
production (Cribb, 2019). However, human life 
also requires water; this makes the competition 
for available water severe Postel, 2019). Cities 
use enormous amounts of water, which are then 
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lost to food production. Similarly, industries also 
place a huge demand on water sources. Cribb 
(2019) predicts that by 2030, water demands could 
exceed availability by 40%. At present, water usage 
is already at its peak, and the earth just cannot 
sustain the quantities used. Groundwater mining 
activities to acquire enough water are common 
practice. However, this practice is also not 
sustainable. Groundwater is mined faster than it 
could replenish (Mullin, 2019). Th e warning sign 
is clear; already in 2012, some 13 of the world’s 21 
aquifers did not replenish annually, while surface 
rivers and lakes are also drying up (Cribb, 2019). 
Th e once mighty Colorado River now fails to 
maintain the Lake Mead water level (See Figure 
1). None of its waters now reach the Gulf of 
Mexico. In Kazakhstan, 90% of the endorheic lake 
(the lake has no outfl ow), called the Aral Sea, has 
dried up (Britannica, 2019). It was the 4th largest 
lake in the world. Closer to home, water levels of 
the Th eewaterskloofdam dropped to 13% in June 

2018, dumping the City of Cape Town in a water 
crisis, and the lower Gariep River stopped fl owing 
during March/April of 2019 (Colesky, 2019). As a 
result, farmers on the banks of the Gariep River 
could not irrigate their crops. Th e sub-Saharan 
part of the African continent is, however, blessed 
with abundant water sources from rivers such as 
the Zambezi, Congo, Limpopo and others that 
can supply water for food production. Central 
Africa also has many large lakes such as Lake 
Victoria, Lake Malawi and many others that can 
supply water for food production, while in North-
East Africa the Volta and Niger rivers have an 
abundance of water (International rivers, 2019).

Distribution or location of water sources 
Another water problem is that some areas do have 
suffi  cient water resources, but it is not possible 
(or highly costly) to transfer that water to arable 
land for food production. Th e myriad network of 
canals and tunnels have already exploited these 

FIGURE 1: DAM WATER LEVELS
(SOURCE: GOOGLE IMAGE “LAKE MEAD”, “ARAL SEA”, AND “THEEWATERSKLOOF DAM”)
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possibilities to the full, and few further options 
exist to apply surplus water to food production. 
However, many of these canals date back centuries 
and need to be refurbished to mend leaks and 
stop wastage at a high cost. It is estimated that up 
to 37% of water is wasted in some municipalities 
in South Africa because of leaking infrastructure; 
this includes dated municipal pipelines (Makou, 
2016). Sub-Saharan Africa’s water sources (see 
above) serves as an example where a lot of unused 
water fl ows down to the oceans. Th ere are no or 
minimal infrastructure to distribute the abundant 
river water to arable land for food production, nor 
is the lakes effi  ciently used for food production. 
Th e Cahora Bassa dam and Lake Kariba in the 
Zambezi river is two rich, but untapped, sources 
of water for food production. Th e lower regions 
of the Nile river are an exception where water is 
used effi  ciently for food production (International 
rivers, 2019).

Arable land and soil 
Soil is a basic requirement for food. In the 
developed countries, most, if not all, of the 
available land is already in use to produce food 
(Ross, 2017). However, here, Cribb (2019) warns 
that satellite technology shows that the world’s 
farmland is shrinking by 1% per year. Furthermore, 
research by the University of Sheffi  eld shows that 
the world has lost 33% of fertile topsoil since 
1975 (Milman, 2015); this trend continues with 
just below than 1% of additional topsoil that is 
lost annually (Cameron et al., 2015). Shortage 
of land has also resulted in confl ict in Rwanda, 
South Sudan, Somalia and Nigeria, to name but 
a few countries where confl ict disrupts, amongst 
others, also food production. Africa has an 
estimated 600 million hectares of uncultivated 
arable land (Obasanjo, 2012). Th ere has been little 
change in the past six years (Nkonya, 2018). Th is 
rich fertile soil is located mostly in sub-Saharan 
Africa. Mozambique, Angola, Zimbabwe, Zaire, 
the Republic of the Congo and other countries 
have abundant fertile soil, yet most thereof are 
unused or used for existence farming due to a 
lack of infrastructure, knowledge and fi nancial 
muscle (Cribb, 2019).

Climate change 
Climate change impacts profoundly on food 
production. Cribb (2019) in support of Cottrell 

(2019) states that the now unavoidable two-
degree earth warming will make grain production 
unreliable in the great grain basins of the world. 
In India, for example, grain yields are projected 
to fall up to 45%. Scientists further project that 
if earth warming jumps to 5%, only half of the 
world’s food production as we know it, will 
remain (Food and Agriculture Organization of 
the United Nations, 2016; Cribb, 2019). Food 
production in Africa will also be aff ected.

Th e oceans 
Th e oceans have served mankind for centuries 
as a source of food. However, this source of food 
is contaminated, and production levels are in 
decline. In peak production (1996), 90 million 
tonnes of fi sh were harvested from the world’s 
oceans (Cribb, 2019). Since then, there has been 
a steady decline to 79,3 million tonnes (2016) 
as the oceans could not sustain this level of fi sh 
reproduction (Food and Agriculture Organization 
of the United Nations, 2018). Also, the quality of 
fi sh as a food source is in decline because almost 
all fi sh now contain plastics. Th e oceans are just 
not able to produce more food; other non-ocean 
food sources will have to satisfy the increasing 
food demand. It is, however, encouraging that 
aquaculture is constantly growing and by the 
end of 2017, supplied 47% of fi sh protein in the 
world (Food and Agriculture Organization of the 
United Nations, 2018) (see Figure 2).

Consumerism 
In the market economy, where demand drives 
supply, farmers produce crops that consumers 
demand, and in this selection, aim to plant those 
crops that earn the highest income. Tasmanian 
farmers base their selection of crop production 
on the production variables of land, water and 
climate and the economic variable markets 
(IFMA23, 2019). Consumers, therefore, largely 
dictate what and what type of produce is produced. 
For example, the European apple market prefers 
red-skinned apples to their greener counterparts 
simply based on colour as selection criteria. Th ese 
apples are harvested from the same trees (AFMA9, 
2009). In Northern Tasmania, highly productive 
apple orchards were uprooted and replaced with 
other crops because the specifi c cultivar fell in 
disfavour with Asian consumers (IFMA23, 2019). 
Th ese orchards are now being replaced by other 
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crops such as cherries, potatoes, poppy fl owers 
for the medical industry and onions.

Specifi c diets, based on religion or dietary 
preferences, also requires food production to 
adapt to new market demands; vegan, vegetarian, 
halaal, and other diets are typical examples where 
certain foodstuff s are in high demand and where 
other foods are in no demand. Plain choosiness 
also plays a role in this dietary choice. Cribb 
(2019) warns that the modern diet is not a healthy 
one. His research shows that 75% of people die as 
a result of dietary related illnesses such as obesity, 
heart disease, some cancers, diabetes and alike. 
Th e Lancet (2018) states that world diets need to, 
and will, change to improve preventable dietary 
deaths. In this regard, Cribb (2019) postulates 
that the menu of 2050 will hardly be recognisable 
in today’s terms.

Some consumers prefer not to or plainly refuse, 
to eat any food that originates from genetic 
manipulation. However, genetically manipulated 
foods are generally more productive and yield 
better harvests making the land more productive. 
Similarly, preference to free-range animal or 
chicken products, at a price premium, results 
in lower production quantities, with arbitrary 
higher quality products. In these cases, quality 
supersedes quantity, albeit these products are 
consumed by people who can aff ord food and 

who are not faced with food shortages.

Infrastructure and policy 
Infrastructure for food production refers 
primarily to the ability of farmers to transport 
their production inputs to the farms and to 
transport produce and crops to the markets cost-
eff ectively. However, this simplistic approach 
does not facilitate an eff ective infrastructure. 
Other aspects such as the in- and export ability 
of harbours, railway ability, road conditions and 
the availability of electricity in the country’s 
infrastructure also plays a role. Africa has more 
than 60% of the world’s unexploited arable land. 
However, famine is rife on the continent (see 
Africa’s food demand above) (Ross, 2017). Many 
developed countries, in association with African 
countries, are trying to establish a new green 
revolution and make Africa into the world’s bread 
basket. In one such project in 2011, 28 experienced 
South African farmers relocated to the fertile Niari 
valley of the Congo aiming to develop this region 
into the breadbasket of Congo (Hall, 2012:823; 
Pote, 2014). However, three years later the project 
failed despite all parties agreeing that the project 
has great potential. Th e failure can be ascribed to 
the inability of the farmers to transport their seed, 
fertiliser and equipment timeously; this led to 
missing optimal planting times and yield of 2,400 
tonnes of maize realised instead of projected 
10,000 tonnes for the season. Th e fertilizer was, for 

FIGURE 2: WORLD CAPTURED VERSUS AQUACULTURE FISH HARVESTS 
(SOURCE: FOOD AND AGRICULTURE ORGANIZATION OF THE UNITED NATIONS (2018))
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example, delayed by three months because of red 
tape and poor import policies. Furthermore, the 
lack of proper transport and road infrastructure, 
it was also slow and costly to transport inputs and 
the meagre crop that was harvested. Th is was the 
pilot project of 22 planned projects to develop 
arable land in the Congo (Ross, 2017). Th e failure 
led to the abandonment of other infrastructural 
developments (aft er the Congolese government 
invested $161 million) such as a fertilizer factory 
(Bukanga Lonzo), a produce market (Kinshasa), 
road upgrades and milling facilities (Ross, 2017).

However, both Pote (2014) and Ross (2017) 
warn that there is no “quick fi x” to develop 
arable land. Governmental policies must support 
the drive to develop the land and that projects 
should have realistic expectations on yields 
in the new developed areas. Profi table yields 
cannot be expected before the third crop, while 
the profi tability of the development can be 
expected only aft er fi ve years. Th is is because 
high development costs and farm infrastructure 
requires more capital. Th e fact remains that the 
world is running out of food, and Africa has 
arable land that has to be utilised to produce food.

Pollution 
Pollution is probably the most damaging factor 
in food production. Th e oceans are littered with 
plastic, also on microscopical level, and fi sh as 
a source of protein are declining in quality and 
quantity (see discussion above). Many rivers, once 
the source of water used for food production, are 
now contaminated with E.coli and other bacteria 
and toxins harmful to humans and animals. 
Typical examples of heavy polluted rivers are the 
Yellow River (China), Bogota River (Columbia), 
Ganges River (India), Jordan River (Israel) and 
the Citarum River (Indonesia); most of these 
features on the top-ten most polluted rivers’ list 
which delivers 90% of the plastic pollution to the 
oceans (iBanPlastic, 2019). Eight of the top-ten 
plastic pollution rivers are in Asia. In Africa the 
Niger is heavily polluted with hydrocarbons and 
cancer-causing carcinogens (Walsh, 2013) while 
closer to home, the Vaal river system (used for 
human consumption) is under severe pressure 
from failing infrastructure and raw sewerage 
pollution (Qodashe, 2018). However, plastics are 
only the tip of the iceberg as chemical pollution 

from industries, mining and other economic 
activities also pollute water.

Acid mine drainage (AMD) “...is the fl ow, or 
seepage, of polluted water from old mining areas. 
... the water may contain toxic heavy metals and 
radioactive particles which are dangerous for 
people’s health, as well as plants and animals” 
(Environment News, 2019). Th e drainage of 
acid water has already become a crisis on the 
Witwatersrand are in Johannesburg because 
some mining companies allowed the acid mine 
water to fl ow into streams, dams and sources 
of groundwater. Th e toxic water has already 
destroyed life in the small rivers called the 
WonderfonteinSpruit and the Tweelopiespruit, 
while both the Tudor Dam and the Robinson Lake 
near Randfontein are depleted of aquatic life. Th e 
Tweelopiespruit is also part of the Crocodile River 
system, and this pollution can also compromise 
vegetable production in the Crocodile river basin. 
In some areas, the water has polluted the soil, and 
people cannot grow vegetables any more. Th e 
Crocodile River forms part of the Limpopo river 
catchment area (Environment News, 2019). Th e 
groundwater is also contaminated as water in 
some boreholes contains heavy metal pollution. 
Th is makes groundwater irrigation undesirable, 
and farmers cannot produce crops on these soils 
anymore. Rehabilitating water from chemical 
pollution is not always possible, and if possible, 
seldom feasible. For practical considerations, this 
water is lost for food production.

Food production itself also contributes to 
pollution because fertiliser and pesticide run-off s 
could also end up in the river- or groundwater 
systems (International rivers, 2019). Irrigation 
practices could, especially if the water has a high 
sodium content, cause arable soil to become 
infertile because the soils become saturated with 
the sodium. Th ese soils are then unfi t for further 
agricultural production. Parts of the Golden Valley 
irrigation project near Cookhouse in the Eastern 
Cape, South Africa where the irrigation with 
the brackish water of the Fish River made low-
lying areas unusable because of the concentrated 
sodium build-up.
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POSSIBLE SOLUTIONS FOR INCREASED 
FOOD PRODUCTION 
Possible solutions to avert the looming famine 
crises are to improve what already exists, 
maintain production systems that work, develop 
new means of food production, and also other 
solutions that could improve food production.

Solution 1: Maintain what is working well 
At present, the world succeeds to produce vast 
amounts of food sustainably. Th ese systems 
should be maintained at all cost so that the current 
production remains sustainable. Th e following 
maintenance factors are noteworthy:

• Sustain ocean health: Set up action measures 
to reduce pollution. Cleanup rivers, prevent 
re-pollution of rivers, enforce industrial 
rehabilitation of water and activate the 
population to recycle and clean up catchment 
areas of potential pollution. Financial 
incentives could go a long way to alleviate 
poverty and also reduce pollution in rural 
catchment areas. 

• Maintain farming activities on high 
producing arable land: Smooth running farms 
producing optimally should be maintained 

and supported so that these farms continue 
to produce food. Land redistribution cannot 
result in failure or land falling to waste. If land 
is redistributed, it has to maintain production; 
economic based and political agreeable 
solutions need to implement so that optimal 
production continues. Owners might change, 
but production must sustain.

• Market cultivars properly and maintain 
consumer demand: Markets have to 
be maintained, and consumer demand 
maintained for especially long-term crops 
such as fruits. Th e loss of production 
to unearth and replant vineyard, apple 
orchards or other fruits (such as in the case 
in Tasmania) reduces food production for 
the time it takes for the new trees to get into 
production. Th is can only be a consideration 
if new varieties will yield much better quality 
and also quantity of fruit.

Solution 2: Make more with what you have 
• Using arable land better: Improving current 

land use to increase production can be done 
via new developments, methodologies and 
technologies. 

• Developments such as more environmentally 

FIGURE 3: WATER POLLUTION
(SOURCES: IBANPLASCTIC (2019) WALSH (2013) & QODASHE (2018))
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adapted cultivars, better pesticides and 
improved weeds control are all possibilities 
to improve yields. Research by agricultural 
seed providers and chemical companies 
continuously aim to better crop yields.

• Methodologies and technology also improve 
yields. One example is the implementation of 
precision-farming whereby seed, fertiliser and 
other inputs are distributed with precision so 
that high potential soil receives more fertiliser 
while lower potential soil on the same land 
receives less. Th is optimises the use of farming 
inputs, improving yields and lowering input 
costs. 

• Develop unused arable land: Africa has 60% 
of the world’s high potential arable land. 
However, this land is not accessible to farmers 
and agricultural developers. Th e political 
environment, lack of infrastructure, confl ict 
and remoteness of the land are the main 
reasons why this land remains undeveloped 
despite famine in some of these countries 
the land belongs to. Th is land needs to be put 
in production urgently to start combating 
famine in these countries, and also to 
alleviate poverty by developing these areas. 
As mentioned above, the development of land 
is a long-term project, and these areas should 
become profi table only aft er fi ve years. Th ere 
should be a realistic working policy whereby 
developers can safely implement a long-term 
development plan to develop these soils. 

• Communal farming: Nigeria and Tanzania 
tried another land-use approach, namely to 
employ land tenure as a communal farming 
approach in areas where concentrations of 
farms exist. Th is area would be developed to 
have processing factories nearby while the 
related infrastructure was also developed. Th is 
model was successfully applied in India, Brazil 
and Vietnam. However, these developments 
were met by limited success in Africa (Ross, 
2017), mainly because communal ownership 
and cultivation rights are misunderstood 
by the farmers and the indigenous legal 
systems do not recognise such ownership 
and cultivation rights (Feder & Noronba, 
1987:143; Th e World Bank, 2017).

• Grow aquaculture: From Figure 2, the 

growth of aquaculture is evident. However, 
this is an area where food production can 
be substantially increased. Water farms in 
relatively unpolluted areas of the ocean can 
contribute to increasing the bounty of the sea. 
In Africa, the warm climate and abundant 
lakes can be used to grow well-adapted fi sh 
species like Tilapia. Brazil and some other 
countries are likewise well-suited to expand 
fi sh protein production using aquaculture. 

• Pollution reduction and rehabilitation of 
water and soil: Water and soil pollution 
have to be eradicated. Stringent laws and 
the enforcement thereof should stop mines 
from dumping acid mine drainage; this 
water can be put to productive use aft er it 
has been rehabilitated. Industries should face 
a similar fate. Th ey can also save water by 
using their rehabilitated water for their own 
use. Rehabilitated water will also stop soil 
pollution so that no more land comes under 
threat of polluted water. Estimated costs for 
a sustainable long-term solution amount to 
R10 billion (Creamer, 2016). Th is water could 
then be used for crop production or animal 
production. 

• Develop infrastructure: As discussed above, 
infrastructure makes land available for use. 
Dams, canals and tunnels add by transferring 
the water to high potential soils so that they 
can produce optimally once under irrigation. 
Th ese are area-related infrastructure required 
to produce food and to get the produce to the 
markets. However, more infrastructure is also 
required to sustain production in rural areas. 
Here energy, in-and export harbours, railways 
and engineering infrastructure to repair 
equipment also improves and maintain food 
production and distribution. Proper fi nancial 
infrastructure facilitates international trade. 
Developing only an area’s infrastructure is, 
sadly, not enough to ensure food production.

• Improve water usage: Th e fi rst step is to 
minimise water wastage overall. Municipalities 
should improve water management while 
agricultural water boards should also limit 
unused water in their irrigation schemes. 
Back in the 90s, scientists at Agrico (1990) 
indicated that a 20% water saving is possible 
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using an innovative water distribution design 
on their centre pivot irrigation systems. In 
practice, this means that a farmer can irrigate 
50 hectares with 40 hectares’ water quota. 
Many of those irrigation systems are still in 
operation. Here Agrico (2017) points out that 
with the proper redesign, these old systems 
can be modernised to save even more water. 
Lower energy costs make this redesign a 
feasible option for farmers. Th is, and any 
other means of more effi  cient water usage, 
enables farmers to apply the water elsewhere 
to improve total production. 

Solution 3: Develop what you do not have 
Th ere are also other solutions to help increase 
food production. Th ey are:

• Recycle food sources like food or nutrients: 
Developed countries waste between 30% and 
50% of food produced by farmers (Cribb, 
2019). Th ere are limited systems in place to 
recycle or re-use these foods as either nutrients 
or to re-apply it as food to another consumer. 
Systems should be set in motion to recycle 
usable food as food for others. Typically 

reworking the food into another format 
could be employed to, for example, dry over-
ripening fruits or make juice from it. Th is is 
feasible on company level where supermarkets 
have vast stocks of food to recycle. However, 
on a household level, recycling is not feasible 
except if a proper system to recycle all food 
(similar to coloured glass, plastics and paper 
waste) can be put in place. Foods can be used 
to manufacture nutrient-rich pellets and fed 
to fi sh, chicken or cattle, for example. Fresh 
food wastage has also been a long-time food 
supplement for piggeries; only a collection 
system is required to transform fresh wasted 
foods into pork as a source of protein. Also, 
plant material from the waste basket can be 
transformed in compost using a relatively 
simple and cheap methodology. Th e compost 
can be used at home for a vegetable garden, a 
worm farm, or sold to other gardeners. 

• Peace: War or confl ict in regions limit access 
to water and land as production factors. 
Negotiating peace can provide access to these 
production resources. However, mostly these 
warring factions have realised the value of the 

FIGURE 4: THE ARTIFICIAL BURGER
(SOURCE: IRELAND (2019))
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land and refuse to part with it; the land then 
becomes an integral source of the confl ict. 

• Artifi cial foods: In 2013, professor Mark 
Post at the Maastricht University succeeded 
to develop meat from stem cells from a cow, 
grow them into strips of muscle and produced 
the fi rst test-tube burger for $330,000. In 
2016, the cost signifi cantly dropped to 
$18,000 per artifi cial hamburger produced 
by Memphis Meats in Tennessee (Zaraska, 
2016). A taste test revealed that artifi cial meat 
had “almost no diff erence in taste”. In this 
regard, Cribb (2019), in support of Ireland 
(2019), mentions that by 2030 artifi cial meat 
will be commercially available and that its 
use in entry-level meat products, such as 
pies, polonies and sausages, will be common. 
Th ere will also be cowless milk and cheese, 
chickenless eggs and meat, pigless bacon and 
fi shless fi sh available (Cribb, 2019). Th e fi rst 
artifi cial meat burger from Maastricht appears 
in Figure 5.

• Food without soil: Aquaponics, Hydroponics 
and aeroponics are three ways to produce 

food without soil. Th ese systems can be highly 
automated and use only nutrition-enriched 
waster to produce crops. Specifi cally, vegetables 
are well suited for ponics agriculture. 

• Agritecture: Th e term agritecture refers to 
using the design of building to combine 
irrigation agriculture with architecture, 
enabling business buildings also to produce 
food, optimising the water usage and turn 
cities into vertical farms (Agritecture, 2019). 
Th is has already happened. In Singapore, 
the elderly grow vegetables on the roofs of 
their buildings, in Sweden where vertical 
farms, such as the national tax offi  ce serves 
as a vertical farm and where the Plantagon 
facility is in construction (Speed, 2015). 
Vertical farms are also in Shanghai, New York 
and other cities across the world where they 
produce food without soil (see Figure 5).

MANAGERIAL APPLICATIONS 
Th e following managerial applications are relevant 
on African policy and governmental level:

1. A clear recycling policy should be established 
by the government. Such a policy could 

FIGURE 5: AGRITECTURE PROJECTS
SOURCE: GOOGLE IMAGE “VERTICAL FARMS”
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include banning the use of plastic bags and 
other pollutants. 

2. Governments should establish a task-team to 
measure effl  uent and to make sure industries 
conform with legislation to rehabilitate their 
water. 

3. Involve the population to clean up the 
cities, rural areas and recycle. A fi nancial 
incentive to do so will greatly encourage poor 
citizens to partake and earn some wage.

4. Regarding land reform, policies should be 
draft ed to ensure that farms remain in optimal 
production.

5. An infrastructure audit should be done to 
ensure that the needed infrastructure exists to 
support the development of arable land; this 
includes markets and fi nancial infrastructure.

6. Negotiations to resolve confl ict to access 
arable land is key; a specifi c managerial plan 
should be draft ed by each aff ected government 
to resolve the crisis. Th is should include 
diffi  culties in communal farming practice in 
many African countries.

7. Mining charters and legislation should 
be stringently enforced. A specifi c task team 
should hold mines accountable for pollution 
and acid mine drainage.

On industry level the following managerial 
applications are relevant:

1. Managers should continue with research to 
improve cultivars, weed and pest controls.

2. Field representatives should educate, 
encourage and assist farmers in implementing 
precision farming.

3. Th ese representatives should also engage 
farmers to master the new technology because 
farmers fi nd it diffi  cult to operate (Michau, 
2018).

4. Th e industry should specifi cally employ 
aquaculture specialists to assist entrepreneurs 
in entering aqua farming. Africa is a prime 
area with an abundance of water. Th e industry 
should capitalise on it.

5. Irrigation fi rms can all capitalise on 
redesigning old systems. Fieldworkers should 
actively visit irrigation farmers and schemes 

to optimise irrigation systems.
6. Managers of recycling fi rms should 

explore expanding their geographical reach. 
Africa is a rich source of raw materials to 
recycle.

7. Entrepreneurial opportunities exist for 
recyclers of fresh foods. Either in pellet format 
or as collectors and distributors of wasted 
food from supermarkets and restaurants to 
pig farms.

8. Marketing managers in the food industry 
should take notice of the new range of artifi cial 
foods that will soon enter the market. Th ese 
products should either to be part of their 
portfolio of products, or they should start 
contemplating a competitive strategy to keep 
consumer demand with “original” foodstuff s.

SUMMARY 
Th is paper set out to analyse the future threat 
of famine and food shortages. However, famine 
is already a reality, especially in Africa. Th is 
is unexpected as Africa has an abundance of 
unused water and also 60% of the world’s arable 
land. Policies, infrastructure and regional confl ict 
are some of the factors hindering Africa not 
only to feed its people but also to become the 
breadbasket of the world. Although several ways 
to increase food production exist, most of these 
are more relevant to the developed world. Africa 
would therefore not benefi t much from most 
of the solutions; countries should unlock their 
unused water and land resources to increase food 
production on the continent.
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ABSTRACT 
Th e intricacy of public-private-partnership 
and the risks involved in the implementation 
of partnership projects are challenging. Th is 
study focused on exploring the successful 
implementation of the North-West Nguni Cattle 
Project (NWNCP), which was a PPP project. Th e 
approach used was summative and cross-sectional 
surveys’ data was obtained from stakeholders. 
Th e study uses project management principles 
with a fi ve-point Likert-type scale questionnaire 
structure to collect primary data from the board 
of trustees, technical committee and project 
managers as well as four benefi ciaries per district. 
Th e Statistical Package for Social Sciences (SPSS) 
was used to analyse the data. Th e study explored 
the theoretical frameworks used by researchers 
who have done work similar or related to 
this study. Th e study developed a conceptual 
framework based on the scope and nature of 
the project, management practices, relationship 
management practices, fi nancial management 
practices, resource management practices, and 
political management practices with regard to 
the NWNCP mandates. Th e key fi ndings were 
that participants, as well as the benefi ciaries, 
were familiar with the risk factors pertaining to 
the scope and nature of project management. In 
addition, relationship management is properly 
managed among the three participating sectors, 

as they were equally important and shared the 
challenges and successes. Accordingly, fi nance 
management is managed as per the determinants 
of the project, the required resources allocated to 
the participants, and the board of trustees dealt 
with the political issues successfully. Th e fi ndings 
are supported by literature, and they are aligned 
with the objectives of the study.

Keywords: management, practices, risk, 
factors, project, public-private-partnership 

Note: Th is article/paper is an extract from an 
MBA mini-dissertation submitted in partial 
fulfi lment for the degree of Master of Business 
Administration at the NWU Business School.

INTRODUCTION 
Nyagwachi (2008:1) opined that the introduction 
of public-private-partnership (PPP) legislation in 
South Africa, post-apartheid, was in response to 
the slow pace of service delivery and increasing 
service delivery protests across the country. 
Public-private-partnerships (PPPs) were 
deemed a solution to accelerate service delivery 
(Nyagwachi, 2008:1). Mathonsi (2013:32) 
argued that PPP projects are seen as an eff ective 
way to rescue the public sector from failures in 
delivering water and sanitation, public healthcare, 
transportation infrastructure, schools and other 
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forms of services to meet the basic needs of 
the people. Th e arguments are that the private 
sector possesses the required expertise, capacity 
and experience in the management of complex 
projects. On the other hand, the government-
developed policies possess fi nancial capabilities 
and are responsible for both the economic 
and political stability of the nation. Mathonsi 
(2013:32) and Tang et al. (2010: 684) agreed that 
the provision of mega-infrastructural projects 
such as schools, highways, hospitals, bridges, jails, 
water and sanitations need the combined eff ort 
of both the public and private sector. Th erefore, 
the introduction of PPPs will help to share the 
responsibilities as well as expertise among the 
stakeholders to deliver quality services to the 
public becomes paramount.

However, Tang et al. (2010:690) have also argued 
that the successful management of such mega 
projects through PPPs project in South Africa 
has been challenging. In their study, Tang et al. 
(2010:690) purport that failure to identify and 
allocate risk uncertainty among the participating 
sectors may have negative eff ects on the success 
rate of PPPs projects. De Wet (2017:1) is of the 
view that there exist institutional factors critical 
for the successful implementation of a PPP 
project, such as a stable political environment 
and a commitment to the PPPs project. Chou and 
Pramudawardhani (2015:1137) further assert 
that there are success stories of PPP projects 
in countries such as Hong Kong, India, South 
Korea, the United Kingdom and China, but not in 
Th ailand, due to poor risk management, mistrust 
between public and private sectors and failure to 
agree on incremental changes and policies.

PROBLEM STATEMENT 
In South Africa, the implementation of PPP 
projects in most sectors experienced management 
challenges related to project planning, risk 
allocation and cooperative relationships that in 
most cases have led to project failures and in some 
instances, total closure of most of the PPP projects 
(Zou et al., 2014:265). Furthermore, challenges 
related to renegotiation and redesigning of project 
resulting in widening of scope increase costs and 
delays (time), and are common in South Africa. 
Public Private Partnership projects in South Africa 
encounter signifi cant challenges, exacerbated by 

weak project management practices and poor 
returns on investments.

Despite the vulnerability of PPP projects in South 
Africa, the current paper focuses on the North-
West Nguni Cattle Project (NWNCP) as a case 
of a successful PPP project that has overcome 
management challenges and was successfully 
delivered at a local level (Akintoye et al., 2008:9; 
Engel et al., 2013:2; Ke et al., 2010:481; Zou 
et al., 2014:265). Th e project, through proper 
planning, better risk allocation and cooperative 
relationships among partners was a success story 
of a PPP project in the agricultural sector of 
South Africa at a local level. Th e modelling of the 
North-West Nguni Cattle Project was a shining 
example of a PPP project at local level and the 
management approach is at the core of this paper.

MOTIVATION AND LITERATURE REVIEW 
Th e current study examines the management 
practices responsible for the success of the North-
West Nguni Cattle Project in an environment 
of uncertainty where scope, time and costs of a 
project are constantly changing, leading to delays 
or complete failure. Th e basis for the paper was to 
examine the innovative management practices of 
the North-West Nguni Cattle Project with regard 
to the scope and nature of the project, management 
practices, relationship management practices, 
fi nancial management practices, resource 
management practices and political management 
practices. Th e study identifi es key management 
variables in the conceptualisation of the project, 
which led to the successful implementation of 
the project (North-West Nguni Cattle Project). 
Th e paper poses that research on case studies of 
this nature is important as they can be duplicated 
in other local sectors across South Africa for an 
eff ective provision of public service to the people.

Although South Africa has developed guidelines 
on how to implement PPP projects, a study by 
De Wet (2017:29) reveals that approximately 20 
PPP projects were closed between 2001 and 2013, 
caused by poor risk management. Th e study sought 
to understand the practical management of risks 
related to scope and nature, resource allocation, 
fi nancial management, relationship management 
and political management associated with public-
private-partnership projects. Most public-private-
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partnership projects where the public and private 
sectors collaborated had diffi  culties that normally 
hampered the successful implementation of such 
projects.

Although South Africa is a leader in the 
formulation of laws, policies and systems that 
guide public-private parties to regulate PPP 
projects in Africa and give clarity for their 
implementation (Chetty, 2011:16), the success of 
a PPP project depends on the scope and nature of 
the project, identifying and allocating risks and 
uncertainty, as well as managing the relationship. 
Distinguishing these risk factors is crucial in 
the implementation of a proper management 
strategy required to successfully initiate, monitor, 
harmonise and control PPPs (Albertus, 2016:5).

Public-private-partnerships are an eff ective 
means of delivering value-for-money to public 
infrastructures or services by joining the 
advantages of competitive tendering and fl exible 
negotiation and allocating the risk between the 
public and private sector (Ke et al., 2010:482). 
Hwang et al. (2013:425) further stated that, for 
government to guarantee that the private sector 
adheres to the public sector’s needs eff ectively, 
there should be accountability for people 
contacted in the case of queries and feedback, 
public security and confi dentially in information 
handling.

Th e National Council for Public-Private-
Partnership in the United States of America defi nes 
PPP as a “contractual arrangement between a 
public sector agency and a for-profi t private 
sector developer, whereby resources and risks 
are shared for the purpose of delivery of a public 
service or development of public infrastructure” 
(Tang et al., 2010:6). Tang et al. (2010:6) further 
mentioned the following defi nitions from other 
countries:

• In Canada, PPP is defi ned as a “cooperative 
venture between the public and private 
sectors, built on the expertise of each partner, 
which best meets clearly defi ned public 
needs through the appropriate allocation of 
resources, risks, and rewards”. 

• Th e effi  ciency unit in Hong Kong defi nes PPP 
as “arrangements where the public and private 

sectors both bring their complementary 
skills to a project, with varying level of 
involvement and responsibility for providing 
services or projects”. Six types of PPPs were 
identifi ed by the Unit, namely creating wider 
markets, private fi nance initiatives, joint 
venture, partnerships companies, partnership 
investment and franchises.

• In the UK, the United Nations Development 
Programme (2007) stated that, when 
planning PPPs for the Urban Environment, 
the defi nition of PPPs has to be vast, such 
that even the casual dialogues between 
government offi  cials and local community-
based organisations are perceived to be an 
integral part of profi table PPPs and ought to 
be protected.

• In the US, the National Council for Public-
Private-Partnership defi nes PPP as a 
“contractual arrangement between a public 
sector agency and a for-profi t private sector 
developer, whereby resources and risks 
are shared for the purpose of delivery of 
a public service or development of public 
infrastructure”.

Public-private-partnership projects involve 
planning, tendering, construction and operational 
stages that are part of the lifecycle of project 
management (Osei-Kyei & Chan, 2017:22). Th e 
author further argued that the implementation of 
PPPs in the United Kingdom had found the public 
sector considering an economical procurement 
process, good governance, and political support 
as critical success factors (CSFs), while the 
private sector considers strong private syndicates, 
appropriate risk allocation and sharing, and 
pledge of project parties. Osei-Kyei and Chan 
(2017:22) further stated that academics viewed 
“good relationship with government, political 
stability, sound fi nancial analysis and long-term 
demand as the most important CSFs” for PPP 
projects implementation, while the industrial 
public and private sectors considered “concession 
agreement, abilities to deal with fl uctuation, 
government support, sound fi nancial analysis and 
long-term demand” as the most important CSFs.

While PPPs had some fruitful results and 
successes, there were some failures that drove 
researchers to express concern in their adoption 
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(Ameyaw & Chan, 2015:15). Procurement 
procedures should be based on a public and 
private win-win principle that creates a conducive 
environment and provides policies necessary for 
the private sector to participate and to create 
eff ective processes to ensure that projects are 
delivered at publically acceptable standards and 
quality (Mathonsi, 2013:21). Public-private-
partnerships (PPPs) off er a long-term, sustainable 
method to encourage the public sector to provide 
a delivery and social infrastructure, bettering the 
value of public assets and making better use of 
taxpayers’ money (Mathonsi, 2013:10).

Engel et al. (2013:2) are of the opinion that PPPs are 
recognised as an eff ective means of delivering bulk 
services. According to Nyagwachi (2008:2), PPPs 
bring the public and private sectors together and 
improve public service delivery of infrastructure 
and services. Such partnerships lead to the 
promotion of competition and transparency by 
supplying experience and skill. Public-private-
partnerships shift  the provision of resources for 
core service delivery from the public sector to the 
private sector. Tang et al. (2010:685) also stated 
that the investment in partnership started in 
the European countries in the 18th century, with 
the supply of drinking water to perish. Th is is 
one of the earliest documented contracts, which 
was followed by the Suez Canal, Trans-Siberian 
railway in Europe and other contracts in America 
and Asia (Tang et al., 2010:685). Public-private-
partnerships have also been applied successfully 
in developed countries such as Australia, Canada 
and the United Kingdom, though there were 
some challenges (Th abane, 2015:3).Furthermore, 
Th abane (2015:3) further stated that such 
countries adopted PPPs to deliver infrastructure 
projects aimed at spurring economic growth and 
contributing to social responsibilities.

In Sri Lanka, the Joint Apparel Association Forum 
(JAAF), the Education and Training Institution 
(represented by the University) and the National 
Government, Education, Commerce and Industry 
(represented by Government) partnered to work 
on human resource development for the newly 
restructured apparel and textile industry (Bruce, 
2013:153). According to Bruce (2013:154), this 
announcement led to the formation of JAAF, 
which was an improvement in organisational 

methods that changed how fi rms interact with 
each other, voice and promote the industry 
interest. Th e National Ministry of Textile and 
Industry fi nanced JAAF to complete the Human 
Resource Development plan in order to establish 
the College of Apparel and Textile (COAT) 
(Bruce (2013:154). Th e author also states that 
COAT intended to be a consortium of the private 
sector for training and academic educational 
organisations and the public sector to emphasise 
and develop training, education and technology 
innovation. Funds were budgeted to build COAT 
to function as a college in order to allow Sri 
Lanka citizens the opportunity to advance their 
human resources to contribute to the growing 
competitive global apparel and textile industry 
(Bruce, 2013:154).

Th e infrastructure requirement for Nigeria is huge 
and the government cannot develop the backlog 
alone, and therefore it needs the assistance of the 
private sector to deliver the infrastructure (Olusola 
Babatunde et al., 2012:213). Furthermore, 
Olusola Babatunde et al. (2012:213) state that 
infrastructure projects that are underway on both 
State and Federal level are delivered by PPPs. 
According to Olusola Babatunde et al. (2012:13), 
Nigeria spends approximately N10billion on 
infrastructure development through PPP projects. 
Th e South African and Mozambique governments 
signed a 30-year concession in 1996 for a private 
consortium called Trans African Concessions 
(TRAC), to construct and operate the N4 toll 
road from Witbank to Maputo (Akintoye & Beck, 
2009:86). Th e project was fi nanced by TRAC, 
while South Africa and Mozambique provided a 
guarantee for the debt.

Public-private-partnerships in South Africa have 
emerged as an exceptional model compared to 
other countries in Africa that want to supply 
infrastructure services to the communities they 
serve (Th abane, 2015:iii). Furthermore, Th abane 
(2015:iii) states that public-private-partnerships 
provide the public sector with a resource to 
deliver their infrastructure and services. Th e 
South African Cabinet established a task team in 
1997 to promulgate legislation and to formulate 
policies and institutional reforms for the proper 
implementation of PPPs (Akintoye & Beck, 
2009:82; Chetty, 2011:12). Th is was the beginning 
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of the restructuring of the state-owned company 
through PPP (Akintoye & Beck, 2009:82). Th is 
resulted from the slow pace of service as stated 
by (Nyagwachi, 2008:1). According to Albertus 
(2016:8) and Chetty (2011:11), the PPP process 
was started between 1997 and 2000 by the South 
Africa Road Agency, the Department of Public 
Works, the Correctional Service and the South 
Africa National Parks. Albertus (2016:1) further 
mentions that 22 PPPs started in the same 
period. Th is led to Cabinet endorsing a strategic 
framework for the PPP in December 1999 
(Chetty, 2011:15). However, this study identifi ed 
some risk factors associated with PPP that are 
detailed below.

RISK MANAGEMENT 
Th e risk is the probability of hostile consequences 
taking place and is regarded as negative 
occurrences and usually focuses on the possible 
loss, though it may produce good benefi ts (Van 
Vuuren, 2006:13). According to Van Vuuren 
(2006:13), other authors defi ne risk as “the 
uncertainty of future outcomes”. Derrocks 
(2010:8) also states that other authors defi ne risk 
management as “anything that gets in the way 
of an organisation achieving its objectives and 
management thereof ”. Rose (2013:310) concurs 
and adds that “if it occurs, has a positive or 
negative eff ect on one or more project objectives 
such as scope, schedule, cost, and quality”.

Khalili and Maleki (2011:2113) defi ne risk 
management as “the systematic process of 
managing an organisation’s risk exposure to 
achieve its objectives in a manner consistent with 
public interest, human safety, environmental 
factors, and the law”. Th e same principle, as 
stated by Khalili and Maleki (2011:2113), applies 
to project risk management, which comprises 
planning, organising, leading, coordinating 
and controlling activities aimed at mitigating 
the adverse impact on the resources, earnings 
and cashfl ow. Khalili and Maleki (2011:2113) 
have identifi ed two stages of project risk 
management that should have equal attention, 
namely risk assessment and risk control. Project 
risk management is the assessment of risk 
management planning, identifi cation analysis, 
response planning and controlling risk, aimed 
at increasing the impact of positive events and 

decreasing the impact of negative events (Rose, 
2013:309). It includes planning risk management, 
identifying risks, performing a qualitative risk 
analysis, performing quantitative risk analysis, 
planning risk resources and controlling risks 
(Rose, 2013:309).

Risk management is the process of perceiving risk, 
gaining access to risk and taking the necessary 
steps to reduce risk to an ideal level (Rose, 
2013:309). Risk permits adding stability between 
operations and economic prices of protection 
measures that guide a business (Rose, 2013:309). 
Th e identifi ed risk allocation reduces the time 
and cost of contract negotiation by assisting the 
public and private sectors to attain a balance 
between the distribution of responsibilities and 
risks (Ke et al., 2010:491). According to Hwang 
et al. (2013:425), it is critical to identify risk in 
the project management process; risk allocation 
in PPPs can be used to measure how the public 
and private sectors manage their participation 
and the associated risk in the project (Hwang et 
al., 2013:426).

It is diffi  cult to deal with risk as it requires a proper 
management framework (Ke et al., 2010:483). 
When the Government procures under PPPs, it 
states its preference on how the risk of the project 
should be shared (Ke et al., 2010:483). Th e private 
sector will then propose a bidding price based 
on their capability to take these risks and the 
contract concluded by sharing the risk. It will also 
be determined which risk should be allocated 
to the sector that can best manage it at the least 
cost (Ke et al., 2010:483). Th e main objective of 
allocating risk is to minimise public and private 
cost to undertake the project.

Derrocks (2010:iii) states that “the role of risk 
management in enterprises is evolving into an 
integrated, enterprise-wide risk management 
function that can be utilised as a source of 
competitive advantage, from both a funding 
perspective for Banks and a business perspective 
for business owners”. According to Derrocks 
(2010:iii), it will be sustainable and profi table 
for business and banking if they can use the 
risk management function as a competitive 
advantage. Derrocks (2010:1) further states that, 
for the business to remain relevant, it should 
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strategise and adapt the robust and continuous 
changes in the business environment. Th e risk is 
intrinsic and cannot be avoided if the optimum 
balance between risk and return is to be attained 
(Derrocks, 2010:8). Notwithstanding the size, 
corporate structure or core business, companies 
will experience risk and it should plan for such 
risks if it wants to be sustainable, grow and survive 
(Derrocks, 2010:8).

According to Derrocks (2010:8), risk management 
should be included in the company’s corporate 
strategy and daily operations. Th e approach led 
to the process of enterprise risk management 
(ERM) that addresses the fi nancial and 
managerial risks, including the analysis on the 
development of performance measures, critical 
success factors and effi  cient systems (Derrocks, 
2010:8). Enterprise risk management comprises 
the management of business continuity, project 
risk, sustainable risk, operational risk, credit risk 
and credit risk tools (Van Antwerp, 2010:36). Risk 
management is starting to gain interest among 
the project managers, general business and 
organisational management (Khalili & Maleki, 
2011:2113). Khalili and Maleki (2011:2113) 
state that proper risk management could help 
the project managers to mitigate against the 
anticipated and unanticipated risks on projects, 
and, if risk management is not eff ectively 
performed, it could lead to exceeding the budget, 
falling behind schedule and missing performance 
targets. It is critical to analyse risks in project 
management to guard against the unforeseen 
disastrous conditions that can deter the fi rms 
from achieving better and reliable outcomes 
(Khalili & Maleki, 2011:2113).

It is destructive to the overall performance of 
the business if there are no risk control and 
risk management measures in place, and risk 
management strategy is the responsibility of the 
whole organisation (Van Antwerp, 2010:i). Van 
Antwerp (2010:ii) states that risk management 
strategy should encourage open communication 
within the project, with clearly assigned roles 
and accountability; should enforce a system to 
monitor and evaluate risk; and should drive risk 
awareness throughout the project.

Ke et al. (2010:482) emphasise that attention should 

be directed at the agreed procurement process by 
both public and private sectors to distribute risks 
equitably between themselves. Risks are built into 
all projects and failure to manage risk eff ectively 
and properly will lead to the project being in a 
state of constant catastrophes. Th ese failures are 
characterised by incompetence to decide “what to 
do when to do it, and whether enough has been 
done” (Khalili & Maleki, 2011:2114).

Van Vuuren (2006:18) states that King II 
emphasises the importance of the Board of 
Directors to take responsibility for internal risk 
management within the organisations, because it 
is an integral operational function and the Board 
of Directors who should ensure that disclosure 
of risk management is included in their annual 
reports and that risk management is monitored 
regularly. Th e report should include “the estimate 
changes of occurrences, where possible, as well 
as the quantifi cation of the probable impact 
and comparison to available benchmarks” 
(Van Vuuren, 2006:20). Van Vuuren (2006:22) 
recommended the following risk management 
process:

• To establish the strategy, organisational and 
risk management context. 

• To identify what, why and how things can 
arise.

• To analyse risks determining the existing 
controls and analysing risks in terms of 
likelihood and consequence within the 
context of those controls.

• To assess and prioritise risks.
• To treat risks.
• To monitor and review the performance of 

the risk management system and change that 
might aff ect it.

Van Vuuren (2006:13) states that risk is generally 
associated with negative perspectives and it leads 
to probable losses, though there are opportunities 
of which benefi ts can be gained, there is insecurity 
about whether the event will occur or not or if 
the result will be realised. Van Vuuren (2006:14) 
further states that the concept of risk has negative 
undertones due to the expected worse results from 
the normal, and emphasises the importance of 
managing risk at a level that is between the upper 
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and lower levels, and, if not controlled eff ectively, 
it will lead to failure. Risk cannot be avoided as 
this will lead to missing some of the opportunities 
and risk should only be taken if the rewards 
are more than the penalty associated with risk 
(Van Vuuren, 2006:14). Van Vuuren (2006:22), 
using the defi nition of the King II Report on 
Corporate Governance, defi nes risk management 
as “the identifi cation and evaluation of actual and 
potential risk areas as they pertain to the company 
as a total entity, followed by a process of either 
termination, transfer, acceptance or mitigation of 
each risk”. Th e risk management process involves 
planning, arranging and controlling activities and 
resources to reduce the negative consequences on 
the acceptable level by those identifi ed as relevant 
to the operations of the company (Van Vuuren, 
2006:22). Risk administration is the capability 
to identify the correct opportunities but also 
to keep discipline in fulfi lling them. Good risk 
administration practices imply that management 
has the self-discipline not to be concerned with 
opportunities that do not support the strategic 
targets of the organisation and that require a 
strong assessment of risks in the competitive 
environment (Van Vuuren, 2006:22).

Rose (2013:5) states that managing a project 
involves, among others, detecting requirements, 
addressing several stakeholders’ needs, concerns 
and expectations, communicating eff ectively 
and effi  ciently among the stakeholders, 
particularly during the planning and execution 
stages, managing stakeholders to deliver the 
project, and balancing the competing project 
constraints, which includes, among others, 
scope, quality, schedule, budget, resources and 
risk. Th e changes that may be experienced make 
the project management an interactive activity 
as demonstrated throughout the lifecycle of the 
project (Rose, 2013:5).

RELATIONSHIP MANAGEMENT 
Th e relationship between the public and private 
sectors is perceived to be integral to the success of 
PPP projects because a poor relationship would 
lead to misunderstanding and warfare (Tang et 
al., 2010:19). Relation management is enabled by 
well-detailed contract agreement, with eff ective 
contractual language and the contractual clause 
that adapts international practices, though 

confl icts and arguments about the contractual 
term do exist (Tang et al., 2010:28). It is vital 
to have a working relationship between the 
owner (government), contractor and engineer 
(private), and it can be facilitated through better 
communication, identifying the shared goals and 
objectives, being aware that there will be problems 
and to agree on how to solve such problems (Chan 
et al., 2003:526).

FINANCIAL MANAGEMENT 
Financial management is the workmanship 
and art of managing fi nances and it includes 
the administration of fi nances, purchasing of 
assets, storage and their eff ective usage (Moles, 
2013:2). Other activities of fi nancial management 
include, but are not limited to, the management 
of assets, liabilities, cash, budgeting, etc. Finances 
are crucial to the performance of any business. 
Th is function was initially regarded as fi nancial 
reporting and control, but is presently regarded 
in terms of fi nancial policy and fi scal decision-
making and includes the company’s operational, 
business and economic risks (Moles, 2013:2).

Marembo (2013:7) states that fi nancial 
management answers three basic questions, 
namely long-term investment of the fi rm, how the 
fi rm obtains and manages the long-term fi nancing 
that supports the long-term investment, and the 
working capital decision of a fi rm. Financial risk 
is the losses associated with the operation of a 
business and they includes currency risks, interest 
rate risks, credit risks, liquidity risks, cashfl ow 
risks and fi nancial risks. Th eir importance varies 
among organisations (Woods & Dowd, 2008:4).

RESOURCE MANAGEMENT 
Organisations can be seen as bundles of resources 
that managers pool and install to create value and 
to generate income (Othman & Sheehan, 2011:8; 
Sirmon et al., 2007:273). Such resources can create 
a competitive advantage if managers evaluate, 
manipulate and deploy them (Sirmon et al., 
2007:273). Th e author further argues that the main 
objective of a business is to create and maintain 
value. Furthermore, Sirmon et al. (2008:919) 
state that the resource-based view indicates that 
competitive advantages occur when resources 
are valuable, rare, costly to imitate and do not 
have a substitute. Value creation is synchronising 
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the process of resource management so that 
the diff erence between the cost and price paid 
to optimise the environment in which the fi rm 
operates aff ects how to manage resources (Sirmon 
et al., 2008:274). Resource management is crucial 
in creating value and using the resources is equally 
important to possess or to own them (Sirmon et 
al., 2007:275). Sirmon et al. (2007:275) state that 
diff erent fi rms could produce outcomes that are 
diff erent with the same resources under the same 
environmental conditions, but under diff erent 
resource management and the heterogeneity 
in outcome is a product of choices made in the 
structuring, bundling and leveraging of resources.

POLITICAL MANAGEMENT 
Th ere is no generally recognised defi nition 
for political risk, and political instability and 
policy uncertainty are the characteristics that 
are considered when defi ning it (Ekpenyong & 
Umoren, 2010:27). Th e political risks from the 
public sector include “unstable government, 
strong political interference, nationalisation/
expropriation, lack of support from the government, 
change in tax regulation, inconsistence legal 
regulatory framework, lack of legal/regulatory 
framework, and site availability” (Hwang et al., 
2013:430). Generally, it is known that political 
instability and social instability are the potential 
risks that negatively aff ect the delivery of goods 
and services through PPP projects (Derrocks, 
2010:69). Boshoff  (2010:19) states that analysing 
political risk variables includes politics, culture, 
law, economics and international relations that 
are required. Political risk can result from factors 
that can cause losses by investors internationally, 
or the Government nationalising and confi scating 
assets, abandonment of contracts, or loss of 
business rights (Boshoff , 2010:22).

MANAGEMENT OF NWNCP 
Th e objective of the NWNCP was to contribute 
to alleviating poverty, job creation, empowering 
emerging livestock farmers with livestock 
farming skills, developing entrepreneurship 
and reintroducing Nguni breed cattle in the 
North West Province (Antwi & Oladele, 2013:1; 
Cwaile et al., 2012:1575). Th e initiative was a 
project and it delivered according to the project 
management structure. Since there was interest 
across the province, including the politicians, the 

board of trustees for the NWNCP developed the 
“benefi ciary’s selection criteria”, which assisted 
the partnering institutions to respond to queries 
from the stakeholders and the shareholders.

Th e North-West Nguni Cattle Project was a 
project as implied by the name. It consisted of the 
initiating phase, planning phase, execution phase, 
monitoring, control phase and the closing phase 
as project management processes (Rose, 2013:27). 
Rose (2013:6) states that a project should identify 
the requirements, address the various stakeholder 
needs, concerns and expectation, communicate 
with the stakeholders, and manage stakeholders, 
which was done by NWNCP, to meet the 
objectives and balancing the competing project 
constraints, such as:

• Scope: NWNCP’s scope was to re-introduce 
the Nguni cattle breed to contribute to 
poverty alleviation, job creation, empowering 
farmers with livestock production skills and 
to develop their entrepreneurship (Antwi & 
Oladele, 2013:1; Cwaile et al., 2012:1576). 

• Quality: Th e quality of the resources used 
was good and it made the purchases of the 
livestock from auctions under the Nguni 
Breeders Association, or from the Nguni 
Cattle Stud Breeder, possible. 

• Schedule: Th e project was scheduled to start 
in 2006 and completed in 2011. 

• Budget: Th e IDC and DARD/READ 
fi nancially budgeted for the project. 

• Resources: NWNCP used resources such as 
human capital from DARD/READ and NWU, 
and purchased resources such as livestock, 
infrastructure, equipment and other inputs. 

• Risks: It was risky to undertake the initiative 
against the failure of government implemented 
projects. It was a PPP project in agriculture. 
Th e project addressed the impact of risk 
factors. 

THEORETICAL FRAMEWORK AND 
CONTEXTUALISATION 
Public-private-partnership (PPPs) projects’ 
success rate in South Africa is minimal, and their 
failures are attributed to improper partnership 
management, risk allocation associated with 
resources and cooperative relationship among 
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stakeholders. Such failures in most cases result in 
the termination of partnerships at a very high cost 
to taxpayers and non-provision of basic services 
to the people. Th e current study proposed a 
theoretical framework modelled around the 
success of the North-West Nguni Cattle Project 
as presented in Figure 1. Contextualisation is the 
process of building a picture of context (Bunn et 
al., 2015:26), and Bunn et al. (2015:26) further 
stated that it refers to interpreting the study, 
relating it to the broader literature.

Th e fi gure reveals that the risk factors of PPPs 
and the process, if properly reviewed and 
examined, result in the successful management 
of PPPs projects. Th e contributory factors to 
PPPS failure are assumed to be the inability of 
partners to identify and properly allocate risks 
associated with expertise in scope management, 
fi nance management, relation management, 
resource management, political management 
and allocation of risks appropriately to the 
participating sector best suited to manage it for 
the success of the project.

A study by Chou and Pramudawardhani 
(2015:1137) states that PPP projects are intricate 
and complex if risks on the allocation of resources 

and relationship are not transparent and properly 
managed. Furthermore, PPP projects are being 
identifi ed as an eff ective way of delivering 
services to the public as the competency of the 
public sector (government) are being called into 
question. Th e lack of competency to combat these 
challenges has led to some of the PPP projects to 
fail at a very high costs (Akintoye et al., 2008:6; 
Chou & Pramudawardhani, 2015:1136; Zou et 
al., 2014:265). Most public-private-partnership 
(PPP) projects implemented in Africa, including 
South Africa, are aimed at speeding up service 
delivery in the public sector to address the needs 
of the communities. Th e majority of these projects 
experienced similar challenges; their responses 
to these challenges are normally determined by 
their success or failure.

RESEARCH METHODOLOGY 
Research methods are strategies, techniques and 
processes used in research. Musisi (2016:43) 
refers to research methodology as the method, 
technique and procedure used in the process of 
executing the research design. Minnie (2011:514) 
is of the opinion that research that explores, 
starts with an uncertain notion of what makes a 
partnership work, but the literature review reduces 
the uncertainty. However, it was important to 

FIGURE 1: THE THEORETICAL FRAMEWORK AND CONTEXTUALISATION OF PPP 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

239

review the existing literature to familiarise with 
methodologies used to answer research questions. 
As such, this research embraced the functionalist 
paradigm, as this research is designed to address 
organisational issues, which leads to a logical 
explanation of them (Bryman & Bell, 2014:20). 
According to Kumar (2011:41), research should 
use suitable methods and design that help in the 
exploration and description of what is not known 
and the establishment of associations and causes 
that enable precise forecasts of results under a 
specifi ed set of circumstances.

Th e study was qualitative in nature and 
utilises a summative approach. Th e study 
adheres to the concept of concordance of the 
respondents in which the researchers agree with 
the interpretation, presentation, experience, 
perceptions and conclusions (Kumar, 2011:104). 
Kumar (2011:103) further states that focusing 
mainly on a qualitative research approach is to 
“understand, explain, explore, discover and clarify 
situation, feelings, perceptions, attitudes, values, 
beliefs and experiences of other group of people, 
and is more suitable to explore the variation and 
uniformity in aspect of social life.” However, this 
study used an unstructured approach, which is 
qualitative as stated, because it allows fl exibility 
in objectives, design, sample and the research 
questions and it explores nature, i.e. variation or 
diversity in a phenomenon as well as the attitude 
or problem towards an issue (Kumar, 2011:31).

Accordingly, the current study made use of 
semi-structured questionnaires for primary data 
collection. Purposively, 16 benefi ciaries were 
randomly interviewed from the four districts, six 
members of the board of trustees, eight members 
of the technical committee and one project 
manager. Th e stratifi ed sampling approach was 
used because of the non-homogeneity of the 
population in question. In stratifi ed random 
sampling, the accuracy of the estimate mostly 
depends on the extent of the variability or 
heterogeneity of the populace with respect to the 
traits that have a study correlation with what the 
researcher is trying to verify and the heterogeneity 
in the population is reduced if the estimate attains 
greater truthfulness (Bryman & Bell, 2014:177; 
Kumar, 2011:185).

Th e semi-structured questionnaires designed 
to collect the primary data were divided into 
six sections, namely demographics, scope and 
nature of the project, relation management, 
fi nance management, resources management and 
political management for close questions, and one 
open question on their perceived success of the 
project and recommendations for improvements 
on future PPP projects. Data collection for 
qualitative research emphasises meaning and 
experience related to the phenomena under 
investigation (Algozzine & Hancock, 2016:51). 
A request was written to the chairperson of the 
NWNCP board of trustees to seek consent to 
conduct the research on the board of trustees, 
the technical committee, the project manager 
and benefi ciaries, for the period from 2006 to 
2011 (Bickman & Rog, 2008:29). Th e participants 
informed of the objectives of the research and the 
confi dentiality of the information they provide.

DATA ANALYSIS AND INTERPRETATION 
Data analysis is the process of searching and 
arranging the interview transcripts, observations 
and other non-materials that the researcher 
has collected to understand the phenomenon 
(Wong, 2008). Th e data was coded in a format 
that the researcher could interpret and represent 
with no obstacles, as supported by Bryman and 
Bell (2014:336). Coding, as stated by Bryman 
and Bell (2014:336), is to condense large 
volumes of data to analyse it qualitatively. In 
data analyses, key components that underlie 
a particular phenomenon are measured to 
provide a clear understanding, grouping and 
reducing into manageable portions, identifying 
signifi cant aspects that pertain to allowing 
clear interpretation, abstract of conclusions and 
drawing meaning to build a logical chain of 
evidence (Sobuza, 2010:78; Wong, 2008). Th e 
data were analysed using a summative approach 
with the aid of the Statistical Package for Social 
Sciences (SPSS) as a tool. A correlation test was 
performed to establish the relationship as well as 
the mean, mode, median, frequency and standard 
deviations, as supported by Cwaile et al. (2012:4) 
and Marembo (2013:12).

DESCRIPTIVE ANALYSIS 
Th e main purpose of the qualitative descriptive 
analysis was to summarise the experiences of 
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the respondents that are captured through the 
questionnaires (Lambert & Lambert, 2012:225). 
Lambert and Lambert (2012:225) state that 
there are researchers who accept the qualitative 
descriptive approach as the relevant qualitative 
research design, as it has the epistemological 
credibility. Qualitative descriptive studies are 
naturalistic because they study something in its 
natural condition; there are no manipulation or 
prior commitment of variables and it examines 
the data by using constant comparative analysis 
(Lambert & Lambert, 2012:225).

Th e collection of data is more focused on 
ascertaining the nature of the population under 
research, which involves a less to a moderate 
structured, open-ended individual or a group for 
the study, but observations, studying of records, 
reports, photographs and documents may be used 
(Lambert & Lambert, 2012:225). Th e statistical 
signifi cance of the correlation coeffi  cient was 
based on a random sample, which provides 
the likelihood that the statistical signifi cance is 
aff ected by the size of the computed coeffi  cient 
and of the sample (Bryman & Bell, 2014:327).

VALIDITY AND RELIABILITY 
Bryman and Bell (2014:43) stated that research 
validity, reliability and generalisability measure 
the quality rigour and wider potential for 
research. Applying validity and reliability in 
qualitative research presumes that the research is 
feasible and that absolute truth can be revealed 
about the social world and that the research 
should be credible, transferable, dependable and 
confi rmable (Bryman & Bell, 2014:44). However, 
validity and reliability measure the degree to 
which there may be errors (Th abane, 2015:110). 
Reliability is the repeatability of the data collection 
techniques and analytical procedures repeated 
or replicated on other occurrences to obtain 
the research results (Bryman & Bell, 2014:24; 
Th abane, 2015:110). With a qualitative research 
approach, the possibility of researcher bias 
because of personal perceptions, assumptions 
and interpretations does exist. Such biases are 
eliminated by the validity of the research (Sobuza, 
2010:80). Th erefore, the reliability results of the 
study, measured by means of Cronbach’s alpha, 
are presented in Table 1.

TABLE 1: RELIABILITY TEST USING CRONBACH’S 
ALPHA

Data Cronbach’s 
alpha Items Comments

NWNCP 
in the 
North 
West 

Province

0.928 50
Excellent 

and 
consistent

Th e reliability analysis revealed that the study 
has a Cronbach’s alpha value of 0.928, which is 
greater than the cut-off  point of 0.7. Th erefore, 
it was concluded that approximately 93% of all 
statements are excellent and are a consistent 
measure of the research objectives.

RESULTS PRESENTATION, ANALYSIS AND 
INTERPRETATION 
Th is section of the study presents the analysis of 
participants on the role played in the project, the 
age of participants, the level of education, work 
experience and location in terms of the district. 
All these characteristics of the participants in 
one way or another had a direct bearing on the 
success of the project.

ROLE OF PARTICIPANT IN NWNCP 
Th is fi nding is consistent with the work of Chetty 
(2011:17) who argues that PPP is a contract 
between a public sector or municipality and a 
private party, in which the private party assumes 
substantial fi nancial, technical and operational 
risks of a project. Th erefore, the results of the role 
played by NWNCP are presented in Figure 2.

An analysis from Figure 2 shows that the 
benefi ciary (53.6%) carried most of the role 
and the least (7.1%) were project managers. Th e 
NWNC project dominated by the benefi ciaries 
and skills was transferred, leading to the success 
rate of all benefi ciaries of the project from 2006 
to 2011.

AGE DISTRIBUTION OF PARTICIPANTS 
BY GROUP 
Th e majority of the participants, namely 67%, 
were from the age category 50 years old and older. 
Th ese fi ndings are consistent with Cwaile et al. 
(2012:1577) who found that the majority of old 
people were involved in agricultural production 
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as compared to the youth, namely 25%.

Figure 3 depicts that the majority (67.8%) of the 
respondents fall in the age group 50 years and 
older, followed by 41 to 50 years with 25%. Th e 
smallest number of respondents fall between the 
age group of 30 to 40, namely 7.1%. Th is clearly 
shows that the age group 50- ears and older 
dominates the age category.

EDUCATIONAL LEVEL OF THE NWCP 
PARTICIPANTS 
85.7% of the respondents in Figure 4 have 
education above primary level. Th e level of 

education of board of trustees was analysed. 
Findings revealed that the technical committee 
and the project manager all have tertiary 
qualifi cations.

Figure 4 above depicts that the majority (60.7%) 
of the respondents have some form of a tertiary 
qualifi cation and the diff erence (39.3%) has some 
schooling between primary and high school 
profi ciency.

WORK EXPERIENCE OF THE NWNCP 
PARTICIPANTS 
Th e majority of the respondents, namely 88.9%, 

FIGURE 2: ROLE PLAYED IN THE NWNCP

FIGURE 3: AGE GROUP 
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have experience with the NWNCP of more than 
seven years. Th ese fi ndings are supported by 
Cwaile et al. (2012:1577) who depicted 100% of 
respondents who had experience in agriculture.

Figure 5 above shows that the majority (77.7%) of 
respondents have work experience with NWNCP 
of between seven and 15 years.

DISTRICT AND INSTITUTION OF NWNCP 
PARTICIPANTS 
Th e most represented districts are Ngaka Modiri 
Molema and Dr Kenneth Kaunda with 51.8%, 
followed by Dr Ruth Segomotsi Mompati with 

18.5%. Th is is an indication of benefi ciaries 
spread across in the North West Province. Th e 
distribution of participants per institution is 
85.2% for READ, followed by NWU with 11.1% 
and IDC with 3.7%. Th e implications are that 
risk factors between the scope and nature of 
the project, relationship management practices, 
fi nancial management practices, resource 
allocation and political management have an 
impact on the successful implementation of PPP 
projects. Th e success was realised by identifying 
and appropriately allocating resources to partners 
with the capacity and capability to manage them.

FIGURE 4: LEVEL OF EDUCATION 

FIGURE 5: WORK EXPERIENCE WITH THE NWNCP 
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Th e fi ndings answer the research objectives of 
determining the scope and nature of the project 
and relationship management practices, fi nancial 
management practices, resource allocation and 
political management that led to the success of 
the NWNCP.

Figure 6 above shows the distribution of 
participants per district where they were surveyed 
from, and it also depicts that Dr Kenneth Kaunda 
and Ngaka Modiri Molema Districts have 25.9% 
of the respondents respectively, which constitutes 
51% of the respondents.

FIGURE 6: PARTICIPANTS PER DISTRICT OR INSTITUTION 

TABLE 2: COMPARING AGE GROUP AND MEAN SCORE OF ALL SIX CONSTRUCTS

  Sum of 
squares df Mean 

square F Sig.

Scope and nature of the 
project

Between groups 0,900 3 0,300 1,302 0,297
Within Groups 5,529 24 0,230    
Total 6,429 27      

Relationship management 
practices

Between groups 1,237 3 0,412 2,033 0,136
Within groups 4,870 24 0,203    
Total 6,107 27      

Financial management 
practices

Between groups 3,793 3 1,264 4,805 0,009
Within groups 6,314 24 0,263    
Total 10,107 27      

Resource allocation
Between groups 0,679 3 0,226 2,714 0,067
Within groups 2,000 24 0,083    
Total 2,679 27      

Political allocation
Between groups 0,068 3 0,023 0,305 0,821
Within groups 1,789 24 0,075    
Total 1,857 27      
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COMPARISON BETWEEN MEAN SCORES, 
AGE GROUP, EDUCATIONAL LEVEL AND 
THE DIFFERENT CONSTRUCTS 
In order to determine the diff erence in 
respondents on age group and education level, the 
mean scores of scope and nature of the project, 
relationship management practices, fi nancial 
management practices, resource allocation and 
political allocation were analysed using the 
analysis of variance test (ANOVA) and the results 
presented in Table 2.

Th e survey instrument had fi ve categories of 
measurements of the age group of which category 
1 had no responses. Th e age group categories were 
collapsed into four categories: (2) post levels 31 to 
40 years; (3) 41 to 50; (4) 51 to 60; and (5) >60. 
Tukey’s post hoc multiple comparison procedures 
were computed to identify specifi c groups among 
the four, which were signifi cantly diff erent in 
each of the four scales of age category. Th ere was a 
signifi cant diff erence between category 2 (mean = 
2.50) and category 4 (mean = 3.70) and between 
category 2 (mean = 2.50) and category 5 (mean 
= 4.00). Th e results presented in Table 4.7 reveal 
that there was a statistically signifi cant diff erence 
between the age group of the respondents with 
regard to fi nancial management practices at the 
5% level of signifi cance.

Th erefore, the age group of the respondent had 
a bearing on the fi nancial management practices 
of PPP projects. Th e results further reveal that 
there was a statistically insignifi cant diff erence 
between the age group of the respondents and 
the scope and nature of the project, relationship 
management practices, resource allocation and 
political allocation. Th erefore, the age group of 
the respondents did not have a bearing on the 
scope and nature of the project, relationship 
management practices, resource allocation and 
political allocation.

COMPARING MEAN SCORES, LEVEL OF 
EDUCATION TO ALL SIX CONSTRUCTS 
Mwangi and Kariuki (2015:221) state that 
education seems to have a positive relationship 
with the adoption of technology. Th e level of 
education was not considered in the study. Th e 
participants were selected on the basis of their 
involvement with the project as benefi ciaries, 
technical committee members or managers as 
shown in Table 3.

Findings reveal that there was a statistically 
insignifi cant diff erence between the level of 
education and the mean score of scope and nature 
of the project, relationship management practices, 
fi nancial management practices, resource 

TABLE 3: COMPARING LEVELS OF EDUCATION AND MEAN SCORE TO ALL SIX CONSTRUCTS

  Sum of 
squares df Mean 

square F Sig.

Scope and nature of the 
project

Between groups 1,445 5 0,289 1,276 0,309
Within groups 4,983 22 0,227    
Total 6,429 27      

Relationship management 
practices

Between groups 0,624 5 0,125 0,501 0,772
Within groups 5,483 22 0,249    
Total 6,107 27      

Financial management 
practices

Between groups 1,840 5 0,368 0,980 0,452
Within groups 8,267 22 0,376    
Total 10,107 27      

Resource allocation
Between groups 0,779 5 0,156 1,803 0,154
Within groups 1,900 22 0,086    
Total 2,679 27      

Political allocation
Between groups 0,207 5 0,041 0,552 0,735
Within groups 1,650 22 0,075    
Total 1,857 27      
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allocation and political allocation. Th erefore, 
the level of education of the respondents did 
not have any bearing on how they responded to 
the scope and nature of the project, relationship 
management practices, fi nancial management 
practices, resource allocation and political 
allocation.

MANAGERIAL IMPLICATIONS 
Public-private-partnership projects are 
complicated due to their the inability to identify 
and allocate risk factors. Th e allocation of risk to 
participating sector is challenging and it requires 
proper communication and management. 
Management has a direct bearing in utilisation 
inputs such as labour, equipment and fi nance, 
and enhances the ability of the manager to pay 
attention to resources allocation in an appropriate 
manner to improve production (Mocumi, 
2015:4).

Project management uses the managerial 
philosophy in the allocation of resources to 
deliver projects. Th e current study has shown 
that the management of risks is crucial in 
mitigating the failure of PPPs project during 
implementation. Risk management involves 
identifying the appropriate opportunities and 
to be disciplined to realise the objectives of the 
organisation (Van Vuuren, 2006:22). Allocation 
of scarce resources is a key management process 
and the current study has demonstrated that the 
proper application of managerial principles is a 
key element in the success of a PPP project.

CONCLUSION 
Public-private-partnership projects are 
challenging due to the participation of the public 
sector and the private sector both of which have 
confl icting ways of utilising resources to produce 
goods and service. Th ere are risk factors associated 
with the implementation of PPP projects. Sharing 
of risks and the eff ective allocation of resources 
among partners are a managerial function. Th e 
study has shown that public-private-partnership 
(PPPs) can be an eff ective strategy to address 
the backlog in services delivery at a local level in 
agriculture for South Africa.

REFERENCES 
Akintoye, A. & Beck, M. 2009. Policy, management 

and fi nance of public-private partnerships: John 
Wiley & Sons.

Akintoye, A., Beck, M. & Hardcastle, C. 2008. 
Public-private partnerships: managing risks and 
opportunities: John Wiley & Sons.

Albertus, R.W. 2016. Public private partnership 
contract management failure in information 
technology service delivery: a qualitative inquiry 
into the South African Department of Labour 
ERP implementation project. University of Cape 
Town.

Algozzine, B. & Hancock, D. 2016. Doing case 
study research: A practical guide for beginning 
researchers: Teachers College Press.

Ameyaw, E.E. & Chan, A.P. 2015. Risk ranking 
and analysis in PPP water supply infrastructure 
projects: an international survey of industry 
experts. Facilities, 33(7/8):428-453.

Antwi, M.I. & Oladele, O.I. 2013. Strategy, 
operation and eff ects of the Nguni Cattle Project 
in the North West Province, South Africa.

Bickman, L. & Rog, D.J. 2008. Th e Sage handbook 
of applied social research methods: Sage 
publications.

Boshoff , M.J. 2010. Investing in troubled 
territories: industry specifi c political risk analysis 
and the oil and gas industry. Stellenbosch: 
University of Stellenbosch.

Bruce, R.R. 2013. Sri Lanka textile industry’s 
public private partnership project: a case 
study. International Journal of Public Sector 
Management, 26(2):153-162.

Bryman, A. & Bell, E. 2014. Research methodology: 
Business and management contexts: Oxford 
University Press Southern Africa.

Bunn, F., Sworn, K., Brayne, C., Iliff e, S., Robinson, 
L. & Goodman, C. 2015. Contextualizing the 
fi ndings of a systematic review on patient 
and carer experiences of dementia diagnosis 
and treatment: a qualitative study. Health 
Expectations, 18(5):740-753.



246
WWW.IBC-CONFERENCE.COM

Chan, A.P., Chan, D.W. & Ho, K.S. 2003. An 
empirical study of the benefi ts of construction 
partnering in Hong Kong. Construction 
Management and Economics, 21(5):523-533.

Chetty, L.C. 2011. A Study of the Public-
private Partnership Between the Durban 
Metropolitan Police Service and the Vululeka-
TMT Consortium: A Case Study. University of 
KwaZulu-Natal, Westville.

Chou, J.-S. & Pramudawardhani, D. 2015. Cross-
country comparisons of key drivers, critical 
success factors and risk allocation for public-
private partnership projects. International Journal 
of Project Management, 33(5):1136-1150.

Cwaile, L., Antwi, M. & Oladele, O. 2012. Impact 
that the Nguni cattle project have on the livelihood 
of the benefi ciaries in North West province 
South Africa. Journal of Food, Agriculture & 
Environment, 10(3&4):1575-1580.

De Wet, S. 2017. Factors for PPP project success 
in developing countries. University of Pretoria.

Derrocks, V.C. 2010. Risk management. Nelson 
Mandela Metropolitan University.

Deviant, S. 2011. Th e practically cheating statistics 
handbook: Lulu. com.

Ekpenyong, D.B. & Umoren, N.J. 2010. 
POLITICAL RISK AND THE BUSINESS 
ENVIRONMENT: AN EXAMINATION OF 
CORE CHALLENGES. Journal of Financial 
Management & Analysis, 23(1):27-32.

Engel, E., Fischer, R. & Galetovic, A. 2013. 
Th e basic public fi nance of public–private 
partnerships. Journal of the European Economic 
Association, 11(1):83-111.

Hwang, B.-G., Zhao, X. & Gay, M.J.S. 2013. 
Public private partnership projects in Singapore: 
Factors, critical risks and preferred risk allocation 
from the perspective of contractors. International 
Journal of Project Management, 31(3):424-433.

Ke, Y., Wang, S., Chan, A.P. & Lam, P.T. 2010. 
Preferred risk allocation in China’s public–private 
partnership (PPP) projects. International Journal 

of Project Management, 28(5):482-492.

Khalili, H.A. & Maleki, A. 2011. Project risk 
management techniques in resource allocation, 
scheduling and planning. World Academy 
of Science, Engineering and Technology, 
59(2011):306-310.

Kumar, R. 2011. Research methodology : a step-
by-step guide for beginners: Los Angeles ; London 
: SAGE, 2011.3rd ed.

Lambert, V.A. & Lambert, C.E. 2012. Qualitative 
descriptive research: An acceptable design. Pacifi c 
Rim International Journal of Nursing Research, 
16(4):255-256

Marembo, M. 2013. Financial Management 
Practices Employed by Small and Medium 
Enterprises (SMEs) in the Buff alo City 
Metropolitan Municipality, Eastern Cape. 
University of Fort Hare.

Mathonsi, A.H. 2013. Public-private partnership: 
a model for improving the quality of education in 
South African rural communities. University of 
Pretoria.

Minnie, J.A. 2011. Critical success factors for 
public-private partnerships in South Africa. 
Stellenbosch: Stellenbosch University.

Mocumi, N. 2015. Th e Evaluation of Management 
Practices in the Manufacturing Industry in South 
Africa. Gordon Institute of Business Science.

Moles, P. 2013. Financial Risk Management. 
Sources of Financial Risk and Risk Assessment. 
Heriot-Watt University.

Musisi, L.S. 2016. Public Private Partnerships 
for the Development of Rural Commercial 
Beekeeping in the Amathole District Municipality. 
Nelson Mandela Metropolitan University.

Mwangi, M. & Kariuki, S. 2015. Factors 
determining adoption of new agricultural 
technology by smallholder farmers in developing 
countries. Journal of Economics and sustainable 
development, 6(5).

Nyagwachi, J.N. 2008. South African public 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

247

private partnership (PPP) projects.

Olusola Babatunde, S., Opawole, A. & 
Emmanuel Akinsiku, O. 2012. Critical success 
factors in public-private partnership (PPP) on 
infrastructure delivery in Nigeria. Journal of 
facilities management, 10(3):212-225.

Osei-Kyei, R. & Chan, A.P. 2017. Perceptions 
of stakeholders on the critical success factors 
for operational management of public-private 
partnership projects. Facilities, 35(1/2):21-38.

Othman, R. & Sheehan, N.T. 2011. Value creation 
logics and resource management: a review. 
Journal of Strategy and management, 4(1):5-24.

Rose, K.H. 2013. A Guide to the Project 
Management Body of Knowledge (PMBOK® 
Guide)—Fift h Edition. Project management 
journal, 44(3):e1-e1.

Sirmon, D.G., Gove, S. & Hitt, M.A. 2008. 
Resource Management in Dyadic Competitive 
Rivalry: Th e Eff ects of Resource Bundling and 
Deployment. Th e Academy of Management 
Journal, 51(5):919-935.

Sirmon, D.G., Hitt, M.A. & Ireland, R.D. 
2007. Managing Firm Resources in Dynamic 
Environments to Create Value: Looking inside 
the Black Box. Th e Academy of Management 
Review, 32(1):273-292.

Sobuza, Y. 2010. Social housing in South Africa: 
are public private partnerships (PPP) a solution? : 
University of Pretoria.

Suhr, D.D. 2006. Exploratory or confi rmatory 
factor analysis?

Tang, L., Shen, Q. & Cheng, E.W. 2010. A review of 
studies on public–private partnership projects in 
the construction industry. International Journal 
of Project Management, 28(7):683-694.

Th abane, M. 2015. Factors that infl uence the 
time performance of the procurement process 
of Public Private Partnership projects in South 
Africa from Request for Qualifi cations (RFQ) to 
Financial Close.

Van Vuuren, H.J. 2006. Disclosing risk 
management policies in fi nancial statements. 
North-West University.

Wong, L. 2008. Data analysis in qualitative 
research: A brief guide to using NVivo. 
Malaysian family physician: the offi  cial journal 
of the Academy of Family Physicians of Malaysia, 
3(1):14.

Woods, M. & Dowd, K. 2008. Financial risk 
management for management accountants. 
Management Accounting Guideline, London: 
CIMA.

Zou, W., Kumaraswamy, M., Chung, J. & Wong, 
J. 2014. Identifying the critical success factors 
for relationship management in PPP projects. 
International Journal of Project Management, 
32(2):265-274.



248

ABSTRACT 
Batho Pele principles were introduced in South 
Africa to enhance community participation in 
developmental local governments for improved 
service delivery. Yet, 22 years into post-apartheid 
democracy, there is still a lot to be desired in the 
country. Th e purpose of this study was to assess 
the eff ectiveness of these principles in Ekurhuleni 
Metropolitan Municipality in Gauteng province. 
Quantitative survey data was collected from a 
stratifi ed random sample of 1429 respondents, 
comprising four diff erent respondent groups 
of 899 (63%), 214 (15%), 208 (15%) and 108 
(7%) citizens, businesses, managers and ward 
committee members (WCMs) respectively. Factor 
analysis and structural equation modelling were 
employed to analyse the data. It was found that 
the implementation of the Batho Pele principles 
is slow but they are positively correlated with 
eff ective municipal service delivery. Th e training 
of people including all stakeholders on Batho Pele 
principles should be intensifi ed.

Keywords: Public Participation, Service Deliv-
ery, Accountability and Transparency, Commu-
nication, people centeredness, Power Struggles, 
Gender Representation, Ekurhuleni Metropoli-
tan Municipality, South Africa 

1. INTRODUCTION 
In order for government to strengthen its plans to 
create a better life for all citizens in South Africa, 
it introduced Batho Pele principles to serve as the 
acceptable policy and legislative framework for 

service delivery (service delivery) in the public 
service (Ababio, 2004). Th ese principles are 
aligned with the constitutional ideals of promoting 
and maintaining high standards of professional 
ethics; providing service impartially, fairly, 
equitably and without bias; utilising resources 
effi  ciently and eff ectively; responding to people’s 
needs; including citizens in policy-making; 
and rendering an accountable, transparent and 
development-oriented public administration.

South Africa is a constitutional democracy with 
a three-tier system of government, which are the 
national, provincial and local governments for 
implementation and an independent judiciary. 
Th e three arms work together based on the strong 
principle of intergovernmental relations in the 
execution of their mandates, powers and functions. 
All three arms of government have legislative 
and executive authority in their own spheres and 
are defi ned in the Constitution as “distinctive, 
interdependent and interrelated”. National and 
provincial governments are primarily responsible 
for initiating and formulating policy while local 
government operationalises the policy and 
transforms it into tangible services. Today, local 
governments are facing challenges in meeting 
their mandate of providing basic services that 
meet the communities’ expectations (Barnes et 
al., 2008; Chuene, 2012; Bhardwaj, 2016), as well 
as adhering to the Batho Pele principles. Twenty-
two years into post-apartheid democracy in 
South Africa, the provision of water, electricity, 
sanitation, and other such services is still beset by 
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massive backlogs, resulting in persistent service 
delivery protests, oft en characterised by violent 
destruction of public property. One major reason 
for such protests is the exclusion or inadequate 
participation of the society to be served by the 
Integrated Development Plan (IDP) process, 
which results in dissatisfaction with services (such 
as running water and sanitation, electricity, roads, 
housing and schools) (Pilietinės, 2011; Petukienė, 
2010; Viešasis & Smalskys, 2010; Hewlet, 2009; 
Eikenberry, 2009). Pillay, Tomlinson and Du 
Toit (2006) state that the participatory process 
is ineff ective. Th is study was intended to assess 
the eff ectiveness of the Batho Pele principles 
framework in optimising public participation for 
eff ective municipal service delivery in Ekurhuleni 
Metropolitan Municipality in Gauteng province, 
South Africa. Th e research question was: Are 
the Batho Pele principles eff ective? What are the 
factors that should optimise public participation 
for eff ective service delivery in Ekurhuleni 
Metropolitan Municipality (EMM) in Gauteng 
province?

2. THEORETICAL FRAMEWORK AND 
LITERATURE REVIEW 
2.1 Th e public participation process 
According to Department of Water Aff airs and 
Forestry (2001) (DWAF), the process of public 
participation must involve fi ve stages as shown in 
fi gure 1.

Referring to the fi gure, the public must be 

informed about community concerns, problems, 
alternatives and possible solutions; consulted on 
these issues and concerns, and given feedback on 
how the public input has infl uenced decisions; the 
community must be directly involved to ensure 
that issues and concerns are understood and 
considered; collaboration is necessary and the 
community must be empowered to ensure that 
the decisions taken by the municipal council are 
easily accepted by the community. According to 
the World Bank (in DWAF, 2001), the community 
can participate in three diff erent ways, namely, 
passive participation, consultative participation 
and interactive participation. “Interactive 
participation” is key when a municipality intends 
to share a mutually benefi cial rapport with both 
the community and local political structures 
(South Africa, 1996) and when it tries to build a 
shared developmental vision and to set communal 
goals.

Local government consists of municipalities, 
which are governed by municipal councils and it is 
mandated by provincial government to carry out 
a prescribed legislation and to implement public 
participation (as a mandatory requirement). 
A local government mayor may communicate 
directly with the public. Ward committees are 
meant to encourage public participation and to 
make municipal councils aware of the needs and 
concerns of the public, as well as keep people 
well informed of the activities of municipal 
councils (SALGA, 2011; Paradza, Mokwena & 

FIGURE 1: PUBLIC PARTICIPATION SOURCE: DWAF, 2001 
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Richard, 2010). Municipalities implement the 
IDP process as shown in fi gure 2 (see CSIR, 
2004) and must ensure that available resources 
are optimally utilised to promote sustainable 
economic and social development with the focus 
on viable service delivery. Th e value of IDP for 
municipalities is embedded in the formulation of 
focused plans that are based on developmental 
priorities (see Mojapelo, 2007).

Th e fi gure clearly shows that consultation must 
occur at every step as the participation process 
is envisaged to address internal and external 
circumstances that have an impact on the 
priority issues, objectives, strategies, projects 
and programmes of integrated planning. Figure 
3 shows the interdependency between the social 
actors.

2.2 Th eoretical framework 
Th is study was underpinned by fi ve theories as 
follows:

2.2.1 Systems theory 
With this theory, we view an organisation (such 
as the EMM) as a social system composed of 
subsystems which interact with one another 
in a holistic way. A simplistic model is to view 
the system in terms of inputs, throughputs and 
outcomes (refer to fi gure 4). Th e inputs could 
result from answering the question: where are we 
now? Th is would require knowledge of the basic 
resources and needs of the community which the 
local authority is providing, namely, services such 
as water, electricity, sanitation, infrastructure, 
land and housing. In addition, it requires the 
input of various community groups working via 
elected offi  cials and hence it is political in nature. 
Th e throughputs involve the various processes 

FIGURE 2: IDP PROCESS
SOURCE: DPLG, 2007 

FIGURE 3: MUNICIPAL SERVICE DELIVERY PROCESS SOURCE: AUTHOR 
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involved in answering the question: how do we get 
to our vision of eff ective service delivery? Hence, 
the infl uence of the various constructs involved 
in service delivery need to be transformed into 
a whole during this process. Finally, the outputs 
involve the answer to the future question of 
eff ective service delivery, implying that the input 
is the phase where outputs such as performance 
in service delivery need to be determined. From 
these outputs one can again obtain feedback to 
the inputs in order to improve the functioning of 
the system as a whole.

To obtain stakeholder participation in a 
collaborative way, the researcher suggests 
that the throughput process should consist 
of the following factors: public participation, 
accountability and transparency, people 
centredness, eff ective communication, knowledge 
and social background, power struggles, and 
gender representation. Th is social system does 
not operate in a vacuum but takes place in an 

environment where various stakeholder groups 
including central government, citizens, businesses, 
policing authorities, health authorities, non-
governmental organisations (NGOs), pressure 
groups, employees, councillors and the media 
are involved. In addition to these groups there 
are social norms and various role expectations 
associated with formal organisations, such as local 
authorities which must have been established for 
a specifi c purpose such as service delivery (see 
fi gure 5).

Although the various groups involved in the 
throughput process are shown separately, they 
should be considered as a subsystem that operates 
as a whole socio-cultural system. All the groups 
occur within an environment where social and 
economic forces have an impact on the system 
and, hence, should not be viewed as separate 
entities. Th e researcher thus views the Input-
Th roughput-Output model as a model, which is 
in a dynamic relationship with its environment, 

FIGURE 4: THE DIRECT EFFECT OF INPUT TO OUTPUT
SOURCE: AUTHORS 

FIGURE 5: VARIOUS STAKEHOLDER GROUPS INFLUENCING THE SERVICE DELIVERY PROCESSES 
SOURCE: LOOCK, GROBLER & MESTRY, 2006 
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and, when it receives inputs, it transforms 
them and exports them as outputs of some 
kind. Th e various factors that play a part in this 
transformation process are shown in fi gure 6.

Th ese various factors probably correlate with one 
another, but causal infl uences may not be non-
recursive (Arbuckle, 2007). It is thus possible 
that public participation has a direct infl uence on 
some of these factors and an indirect infl uence on 
others such as transparency and accountability 
and eff ective communication.

2.2.2 Participation epistemology 
Participation epistemology is a theory of 
knowledge, which holds that meaning is enacted 
through the participation of the human mind. 
Th is suggests that the true meaning of something 
like service delivery comes only via participation. 
Hence, public participation is crucial to eff ective 
IDPs.

2.2.3 Stakeholder’s engagement theory 
Stakeholder’s engagement theory (Clarkson, 
1995; Donaldson & Preston, 1995; Mitchell, 
Agle & Wood, 1997; Rowley, 1997; Frooman, 
1999) has been developed and adopted as a 
means of management by many market‐based 
organisations. According to Kerlinger (2002), 
stakeholder engagement is a process in which an 
organisation involves those who are aff ected by the 
decisions which it makes. For eff ective stakeholder 

engagement, the organisation uses certain 
principles, which come from both the private 
and public sectors. Th e main idea, and the fi rst 
principle, is to develop an assertive understanding 
of the stakeholders of the organisation, what the 
stakeholders care about and in what way they 
should relate to the goal of the organisation. Th e 
organisation must know about the stakeholders, 
their complexity and their scope. For eff ective 
engagement (Bovaird & Downe, 2008; Norris, 
2001), the enterprise-wide programmes in the 
organisation need a comprehensive scan in order 
to identify the stakeholders with their needs and 
interests. Stakeholders must be engaged as early 
as possible for nobody likes a sudden change in 
their entity (Hemson, 2007). Th e enterprise-wide 
management must deliver the fi nal plan to the 
stakeholders, including the supply programmes, 
which should be developed among themselves. 
Th e second principle is to get stakeholders 
involved in the programme and to encourage 
them to participate continuously throughout the 
lifecycle of the programme (see Millan, 2001). Th e 
third principle is to listen with “both ears open” 
for if you are in a discussion with the stakeholders, 
they say what they are really thinking and they 
may be full of mistrust and sceptical towards 
the programme. Th ey will not participate if 
you do not give them proper guidance and 
ways to improve the participatory process. You 
must be open-minded so the stakeholders will 

FIGURE 6: THE VARIOUS FACTORS INVOLVED IN THE TRANSFORMATION OR THROUGHPUT 
PROCESS

SOURCE: AUTHORS 
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continue participating. Th e fourth principle is 
to communicate oft en with stakeholders and for 
the organisation to have a good relationship with 
these stakeholders (Abraham & Platteau, 2004).

2.2.4 Public participation budgetary theory. 
Stones (2001) argues that a good public participation 
budgetary practice helps governments to be more 
responsive and accountable. Th is can develop 
the people’s perception of the performance of 
the government and the services they receive. 
Th rough the planning and budgeting entity, 
government undertakes to provide services 
for the public, looking at public participation 
as the process of voting, being involved in 
political meetings, running for offi  ce, attending 
public hearings, as well as reading newspapers 
and watching the news on television to get up-
to-date information. Davids, Maphunye and 
Th eron (2003) clarify that the government must 
know about the purposes for the involvement 
of the people, approaches to eliciting people 
participation and the points in planning the 
budgeting performance cycle to approach them 
eff ectively (see South Africa, 2006). It must also 
get information for the decision-making process 
and communicate with the people regarding the 
news collected by them and how it was used. 
Eff orts should be made before a decision has been 
taken to test the various ideas and approaches 
proposed by the public. In addition, government 
must get the public involved in all meetings to 
keep them up to date.

2.2.5 Project integration theory 
Project integration theory explains that project 
integration is a collection of the tasks needed 
to ensure that the elements of the projects are 
coordinated properly (Young, 2004). It involves 
competing objectives to exceed stakeholder 
requirements and expectations. Project 
management is necessary as a process of directing 
and coordinating the material and human 
resources (Dzansi & Dzans, 2010) of a project 
by using innovative and modern management 
techniques to achieve the set goals and the 
objectives of the scope, quality, participant 
satisfaction and so on. Th e project’s task must be 
clearly defi ned and the eff orts of the manager of 
the project can be directed and guided towards 
the eff ective and effi  cient use of the resources by 

the public. To succeed in the process of targeting 
the goals of organisations, the organisational 
structure, leadership or motivation and 
communication are important.

2.3 Literature review 
2.3.1 Th e Batho Pele principles 
In 1994, the newly formed democratic 
Government of South Africa intended to be a 
people-centred one, with service delivery high 
on the agenda. Kuye (2006) argues that for the 
promised quality service delivery to be realised, 
the public service has to be transformed to 
include non-discriminatory policies and the 
reorganisation of structures. Maphunye (2002) 
adds that such transformation was necessary and 
obligatory to undo the systematic inequalities of 
the past in the provision of basic services. Th e 
government not only introduced new policies 
and legislation to promote equity and fairness, 
but also engaged initiatives such as public–
private partnerships that would see the private 
sector joining hands with the public sector in 
the delivery of services. Th e idea was that such 
partnerships would lead to community pilot 
projects that would enhance service delivery 
(Russell & Bvuma, 2001) and would improve 
communication between government and 
communities through community consultation, 
as well as engage communities particularly in 
decision-making processes in matters that directly 
and indirectly aff ect them. Government also 
introduced Batho Pele principles, aligned to the 
Constitution, for government offi  cials to follow. 
Th ese include to be polite, open and transparent 
and to deliver good service to the public. Batho 
Pele, which means, “people fi rst”, is an initiative 
that was launched in 1997 to transform the public 
service at all levels to meet the developmental 
challenges facing the country. Ashworth, Boyne 
and Entwistle (2010) argue that although the 
introduction of new processes, systems, policies, 
practices and structures for improving service 
delivery may provide an early marker of improved 
outputs and outcomes, they may not necessarily 
be an indicator of organisational effi  ciency and 
eff ectiveness. If not properly implemented, 
monitored and evaluated, these changes can yield 
undesired results because it is all about doing 
things in the right way. Despite these changes in 
governance to address the anomalies of the past 
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and the change in certain communities being 
visible in some basic services, generally service 
delivery in local municipalities throughout the 
country is perceived to be proceeding slowly, 
minimal and not adequately visible.

Th is transformation of the public service came into 
eff ect in 1995 to address issues identifi ed as, among 
others, low productivity, lack of administrative 
capacity particularly in management, lack of 
accountability and transparency, ineffi  cient 
service delivery attributed partly to a lack of 
motivation of appointed offi  cials and salaries that 
were not market-related, as well as lack of coherent 
labour relations and representivity (White Paper 
on the Transformation of Public Service, 1995). 
To satisfy citizens, the provision of services as the 
core business of government requires effi  ciency 
and eff ectiveness. Th e transformation of the 
public service from a racially based one to an 
all-inclusive one was accomplished through the 
enactment of legislation that promotes equity 
and fair treatment of all citizens and includes the 
Batho Pele principles.

What is Batho Pele principles?
Batho Pele is an approach used by government to 
get public servants committed to serving people 
and to fi nd ways to improve service delivery. 
Municipal service delivery is guided by the eight 
Batho Pele principles, namely, Consultation, 
Service Standards, Access, Courtesy, Information, 
Openness and Transparency, Redress, and 
Value for Money. All stakeholders should be 
consulted on the nature, quantity and quality of 
services to be provided by the local government 
to determine the needs and expectations of the 
end users. Consultation can be done through 
customer surveys, campaigns, Izimbizo and 
workshops. Th e public should be told what level 
and quality of public services they will receive so 
that they are aware of what to expect, and to do 
this, government uses service charters, strategic 
plans, booklets with standards and service level 
agreements. Citizens should be treated with 
courtesy and consideration. Th is requires that 
tools, measurements and systems are put in 
place to eff ect customer care, customer care 
units and staff ’s right attitude. All citizens should 
have equal access to the services to which they 
are entitled. Th is involves having decentralised 

offi  ces, working extended business hours, use 
of indigenous languages and sign language, the 
display of service charters, improved service 
delivery to physically, socially and culturally 
disadvantaged persons (including infrastructure), 
clear and helpful signage, and all frontline staff  
wearing name tags. Citizens should be given full, 
accurate information about the public services 
they are entitled to receive, using, for example, 
Braille and functional sign language, help desks, 
brochures, posters and the press. Information 
should be readily available at service points in 
various offi  cial languages. Th ere should be weekly 
newsletters from the city managers, frontline 
staff  training and induction training that should 
be made compulsory to all new employees. Th e 
public should be told how departments are run, 
how much they cost and who is in charge; they 
should know who the head of the unit is. Th e 
management must be transparent and open to all 
staff  members, for example, appointment of new 
staff  and regular staff  meetings with management 
should be held regularly. To redress the inequalities 
of the past, a mechanism should be established for 
recording any public dissatisfaction, for example 
the use of a toll-free number, suggestion boxes 
and customer satisfaction questionnaires. Each 
unit must have a complaints-handling system 
in place and staff  must be trained to handle 
complaints fast and effi  ciently. Public services 
should be provided economically and effi  ciently 
to give citizens the best possible value for money.

2.3.2 Public participation 
In this study, public participation is defi ned as 
the process by which the public’s needs, values 
and concerns are amalgamated into government 
and corporate decision-making. It is a two-
way communication and interaction and the 
overall goal is for decisions to be reinforced and 
supported by the public. Th e following are the 
factors of public participation:

(1). Transparency and accountability (see 
Petukienė: 2010; Meng, 2008; Glaser, Yeager & 
Parker, 2008; Siebert, 2008; Eikenberry, 2009; 
Eicher, 2009; Kranacher, Riley & Wells, 2011; 
Hewlet, 2009; Duff y, Vince & Page, 2008; Warner 
& Hefetz, 2010; Barnes et al., 2008; Albrecht, 
Kohlrausch & Kubicek 2008; Parker et al., 2009; 
Urbinati & Warren, 2008; Cornwall, 2008; 
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Skidmore & Bound, 2008; Creasy, Gavelin & 
Potter, 2008). Transparency is about being easy to 
understand and being open, frank and honest in 
all communications, transactions and operations. 
It is possible to be perceived as being accountable 
by providing a lengthy and technical explanation 
of every detail, but if this information is not easily 
understood by the audience, and if key facts are 
hidden by the sheer volume of information, then 
the information is not presented in a transparent 
form (Petukienė, 2010; Meng, 2008). Countries 
suff er corruption, for example, due to a lack 
of eff ective anti-corruption policies, laws and 
“checks and balances” that fail to make offi  cials 
more accountable to the public at large (UN, 
2010; 2011). According to Glaser, Yeager and 
Parker (2006), ordinary people have no control 
over corruption because they are never given 
information or control over how the money in 
municipalities is spent. In his view on eradicating 
corruption and improving accountability in 
municipalities across the globe, Siebert (2008) 
highlights raising public awareness, which in the 
context of this study should integrate eff ective 
communication. Raising public awareness of the 
corrupt behaviours of municipal offi  cials should 
be allied with the promotion of ethical values and 
mobilisation of public interest in dealing with 
issues of corruption (Eikenberry, 2009). Th is 
may include the utilisation of non-governmental 
monitoring, anticorruption hotlines and a general 
civic participation (Siebert, 2008; Transparency 
International, 2008). Th ese approaches have 
proved eff ective in the former British colonies, as 
well as in developed and transitioning economies 
(Siebert, 2008; Bozeman, 2010). According to 
Siebert (2008) and Bozeman (2010), there is a 
need to respect the cultural values of the public 
when creating a positive public attitude towards 
constructive participation.

(2). People-centredness (Glaser, Yeager & Parker, 
2008 Bozeman, 2010) allows the public more 
involved in municipal aff airs (Homsy & Warner, 
2014; Glaser et al., 2008). Glaser et al. (2008) note 
that the size of municipal territory has a direct 
impact on public participation in municipal 
service delivery. Bozeman (2010) asserts that 
smaller municipalities foster people-centred 
practices in public participation. Th us, in order to 
make the public more involved in municipal aff airs, 

elderships for example should be established 
to provide their services in small areas. Homsy 
and Warner (2014) note that Portugal, Bulgaria 
and Great Britain have specifi c historical names 
like quarters, parishes, city districts and villages, 
which have facilitated closer service delivery to 
the people and a stronger relationship between 
municipalities and communities, as more people 
gain the opportunity to visit a local branch to 
address aff airs related to their residences (Glaser 
et al., 2008).

(3). Eff ective communication (Dudley, 2009; Lu, 
2009; Gaventa & Valderrama, 1999; Mukandala, 
1998; Mannor & Crook, 1998). Neuman (2003) 
explains that the communication process 
involves the fl ow of information from one place 
to another, and one person to another; it is an 
activity that takes place among many people to 
share information about planning, doubts and 
controlling. Communication scholars defi ne the 
term “communication” as the activity by which 
people interact to create, manage and sustain 
the meaning of something. Parnell and Pieterse 
(2002) argue that it deals with how you plan, lead, 
love, persuade, control, understand and so on. 
Th e public should know what local government 
is doing and local government should know 
what is coming from the public (see Dudley, 
2009; SALGA, 2011). Dudley (2009) states 
that across the world the communication gap 
between municipal governments and members 
of the public have potentially hindered economic 
success. In ward committees and villages in 
Africa, India and Latin America, communication 
skills are deemed necessary for eff ective 
participation at all levels; and as participatory 
processes becomes more complex, diff erent types 
of skills, knowledge, experience, leadership and 
managerial capabilities are demanded (Gaventa 
& Valderrama 1999). In developing countries 
in particular, many participants and ward 
councillors from the grassroots level have very 
poor educational qualifi cations and hence fi nd 
it diffi  cult to make any meaningful contribution 
to discussions and decision-making. As 
Mukandela (1998:46) found, they have diffi  culty 
in comprehending discussions and technicalities, 
and are threatened by those who are more 
educated and self-confi dent. Mannor and Crook 
(1998) and Gaventa and Valderrama (1999) also 
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found that local authority offi  cials lack planning 
and technical skills, as well as experience, which 
is another obstacle to meaningful participation 
for disadvantaged groups. Another contributing 
barrier to communication skills is language. 
Countries such as South Africa have many offi  cial 
languages because of having several tribes, castes 
and sects. South Africa itself has 11 offi  cial 
languages and most participants are comfortable 
communicating in their own dialects. Th is is 
one of the major factors/gaps that contribute to 
failed communication in the public participatory 
process. Government offi  cials and the public 
do not understand each other, resulting in 
delays and, at times, offi  cials misunderstand 
the public in the planning and implementation 
phases but continue with the process anyway, 
thinking all is well, only to fi nd out later when 
all planning and implementation have been 
fi nalised, that it is not what the public agreed 
to. Hewlet (2009) and Weiner (2013) suggest 
that the contribution of diff erent sectors and 
interest groups should be recognised as opposed 
to the politicisation of the participatory space. 
Th ere should also be eff ective dissemination of 
information as well as budget allocation by the 
municipalities for consultation and capacity 
building to deal with the public participation 
challenges from various sources (Nyalunga, 
2011). Moreover, the roles and responsibilities of 
the various stakeholders involved in the quest for 
development and participation must be defi ned 
(Nyalunga, 2011). Stakeholders should further 
ensure clear communication channels between 
municipalities and community-based structures 
(Nyalunga, 2011). According to Nyalunga (2011), 
to transform the relationship of mistrust that 
currently exists across the world’s municipalities 
between participatory agents, there should be a 
free fl ow of information and encouragement of 
outreach programmes to the public. Th e author 
further suggests that nations facing ineffi  ciencies 
in public participation in local government aff airs 
should embrace public education and network 
building with the public and other stakeholders.

(4). Power struggles (Morgan 1997; Schonwalder, 
1997; Gaventa & Valderrama, 1999; Mukandela: 
1998; Abraham & Platteau, 2004; Morris & 
Staggenborg, 2004; Leopold & McDonald, 2012). 
Public participation is all about power to control. 

Local government is also about power to control, 
therefore the question which comes to mind 
is “who has the legitimate powers?” From this 
question struggles arise. Public participation is 
about power and how it is exercised by diff erent 
actors in society for interaction between citizens 
and local governments (see Schonwalder, 1997; 
Gaventa & Valderrama, 1999). According to 
Mukandela (1998), although there are norms 
for states such as South Africa, sometimes in 
community participation only infl uential people 
are invited to make decisions (Mukandela, 1998). 
In India and Zimbabwe, Gaventa and Valderrama 
(1999) explain that lower level powers of control 
are taken away from villages when meetings 
are called unannounced or when residents are 
either busy with work or out on other important 
matters. In Zimbabwe, certain powers were taken 
away from traditional structures and were given 
to high-level committees causing friction among 
traditional leaders and democratically elected 
leaders. In the South African context, power is 
supposedly associated with the educated and the 
elite members of society such that if you have no 
or little education you are rendered powerless 
on many fronts. Th e poor rural community, or 
villagers, have little or no education and fi nd 
it diffi  cult to comprehend what is being said 
in meetings because offi  cials speak a higher 
language than them, leaving a huge gap fi lled with 
misunderstanding and misinformation. Despite 
this limitation, some villagers go away thinking all 
is well until the services they are receiving are not 
the same as the services they expected to receive. 
Th is creates tension between local authorities and 
the locals (Abraham & Platteau 2004; Morris & 
Staggenborg 2004). However, in a democratic 
system the poor have the numbers to obtain the 
majority vote and, in this sense, they have the 
power to manipulate important decision-making 
processes in their favour.

(5). Gender representation (Purdon, 2008; 
Nanz & Dalferth, 2009; Dörr, 2008). Although a 
low rate of participation by women has featured 
in developed countries, Canada appears to 
have higher levels as compared to Costa Rica, 
Chile, Sweden, Bolivia, Finland, Ghana, South 
Africa and the UK (Purdon, 2008). First, the 
municipalities and women’s networks seem 
not to have established working relationships. 
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Second, the municipalities do not generally reach 
out to involve women in consultation processes. 
Th ird, there is a lack of practical support for 
women, including childcare, transportation 
and timing of meetings. Fourth, there is lack of 
support from municipalities for more inclusive 
policies and practices. Lastly, marginalised 
women face more serious systemic barriers to 
participation due to their race, ethnicity, poverty, 
immigration status, age, sexual orientation, 
disability and language barriers (Purdon, 2008). 
It may therefore be deduced that social bias 
against women is a factor that has fuelled gaps in 
the participation of women in municipal service 
delivery. For example in Indonesia, slum areas 
tend to have more female residents than male 
residents, but because of the culture, the public 
housing offi  cials do not take women into account 
for housing allocation. Although many factors 
could be linked to gaps in the participation of 
women in municipal matters, Nanz and Dalferth 
(2009) highlight that sustainable solutions 
should entail the development of policies and 
practices based on gender-mainstreaming tools 
for inclusive participation. Th ere should also be 
partnerships between municipalities and women’s 
organisations. Th is is because these organisations 
may have the expertise and tools in certain areas 
of consultation, inclusive participatory processes, 
policy development, gender and anti-racism 
training, leadership development and research.

Despite a higher level of female participation 
in the public’s municipal service delivery in the 
developed world as compared to developing 
nations, studies have suggested that women’s 
participation should be maximised to attain 
equal levels with men in a number of ways. 
First is to make gender equality in municipal 
consultation and decision-making processes a 
priority for action; second is to take coordinated 
action to address the systemic and practical 
barriers experienced by women; third is to build 
eff ective partnerships and coalitions between 
local governments and national and grassroots 
women’s organisations (Dörr, 2008). In recent 
reforms, women have been given the right to 
participate in public aff airs directly or through 
freely chosen representatives in South Africa, the 
Philippines, Albania, Norway and elsewhere.

(6). Knowledge and social background. Th is is 
the relevant knowledge of the social background 
in which local authorities operate.

Other factors include the (7) representativeness 
gap (Moreno-Torres, 2011; Powell & Kleinmann, 
2008; World Bank, 2011, 2012; Devas & Grant, 
2003; Hulume & Siddique, 1997; Th ompson, 
2008; Urbinati & Warren, 2008); (8) workforce 
turnovers; (9) resource gap (cost) (OECD/
DAC, 2008; World Bank, 2010); and (10) trust 
gap (Nanz & Dalferth, 2009). According to 
Moreno-Torres (2011) and the Organisation for 
Economic Cooperation and Development and 
Development Assistance Committee (OECD/
DAC, 2009a, b), a number of countries and their 
municipal governance have no comprehensive 
representation of various groups of people from 
across the social divide. In the western and 
eastern blocks, this is mainly because of racial 
discrimination against immigrants, while in 
Africa it is basically along tribal lines. Th is has 
resulted in a lack of the conventional sense of 
being a statistical mirror of society. Studies have 
reported that some countries need special support 
to enable their voices to be heard, as they have 
been neglected in most participatory processes 
in municipalities (OECD/DAC, 2010a, b; World 
Bank, 2012). Devas and Grant (2003) express 
the concept of citizen “voice” as meaning an 
engagement between state and citizens to move 
beyond consultation to direct infl uence over 
decision-making. Arguably, in many countries, 
the “voice” is becoming silent because the local 
governments are not poverty focused and the 
social dynamics of exclusion and inclusion at 
community level hinder participation (Devas & 
Grant, 2003). Complex community diff erences 
such as language, caste, ethnicity, age, religion 
and gender have also inhibited participation 
and, on many occasions, citizens leave meetings 
confused and frustrated or they are pressured into 
acquiescence, yet their attendance is classifi ed as 
participation (Guit & Shah 1998). An observation 
made in Uganda by Golooba-Mutebi (1999, 
cited by Devas & Grant, 2003) is that authority 
inhibits the free exchange of ideas and renders 
participants unwilling to demand accountability 
from those in authority. Th us, instead of being 
fair and democratic, “participation” is oft en 
manipulated from the top with the authority 
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imposing decisions on others (Golooba-Mutebi, 
cited by Devas & Grant, 2003).

Beall (2001, in Devas & Grant, 2003) and Hulume 
and Siddique (1997) maintain that civil society is 
oft en identifi ed with the “institution’s solution” 
to people-centred participation and inclusive 
development. Local government engages 
in various ways with poverty programmes, 
identifying problems, prioritisation, solution 
fi nding and other contributions, but there is no 
assurance that the interests of the poor will be 
represented, thus their “voice” falls on deaf ears 
and formal organisations underpin the patterns 
of exclusion and inequality. It is easier for the 
authorities to communicate with the elite in 
society than engaging with the poor. It is costlier 
and taxing to work with the poorer sections of 
society. Th erefore, local government leaders are 
said to rather “commandeer their own agendas” 
to further their acquaintances with the local 
elite for political gains than promote any active 
participation with the poor (Devas & Grant, 2003; 
Hulume & Siddique, 1997). On many fronts, the 
public “voice” is said to have a diminishing “ring 
tone to the ears of the policy makers”, thus limiting 
citizen participation and community engagement 
with deadly repercussions. Citizens protest, 
burning and destroying property, with loss of life 
in some cases, accusing the government of either 
doing very little or nothing at all to improve the 
quality of life of the poor while the elite in society 
have no issues with the authorities. Th is is no 
diff erent to the South Africa context, as the elite 
have a better life and the poor live in informal 
settlements with little to no sanitation, running 
water, electricity, waste removal, schools, or 
healthcare services, among others. Th ere seems to 
be a daily occurrence of service delivery protests 
on a much larger scale. Representativeness can 
be delivered through a combination of selection 
approaches to participants, as well as through 
methods that bring all arguments into the 
participation process (Urbinati & Warren, 2008). 
According to these authors, an alternative is to 
create an active link between the outcomes of the 
participatory process and the wider public.

Moreno-Torres (2011) conducted an in-depth 
analysis of public protests from 2008 to 2010 in 
Asia-Pacifi c countries and Africa and established 

the existence of the poor performance of 
public representation and dysfunctional local 
government administrative structures as the main 
causal factors. Th e disgruntled public showed anger 
with ineff ective service delivery in major urban 
places despite pledges that the councillors made 
during campaigns to represent them (Moreno-
Torres, 2011). Ineff ective service delivery brought 
a sense of desperation over the disconnection of 
local councillors. In this period, protest reasons 
concerned policies such as addressing the needs 
of the poor and their desperation, and failure 
to change their poverty-stricken circumstances 
(Moreno-Torres, 2011). Th is signifi ed not only an 
ineff ective service delivery framework, but also a 
lack of accountability and the misrepresentation 
of the disadvantaged groups. Th us, according to 
the public, protests were the best way to achieve 
people-centred governance and service delivery 
at the municipalities.

2.3.3. Service delivery 
Since the Batho Pele initiative was fi rst introduced 
by the Mandela administration on 1 October 
1997, to improve the delivery of goods and 
services to the public, public service delivery has 
not improved signifi cantly. According to Monyai 
(2007), the general public generally perceives 
the improvement as quite minimal and service 
delivery as being slow and not visible enough 
to most of the people who still live in abject 
poverty. Hlatshwayo (2005) states that poor 
South Africans who needed houses and had been 
on the waiting list since 1994 watched helplessly 
as foreigners occupied houses meant for South 
Africans because of unscrupulous and corrupt 
offi  cials. Th is culminated in protests around 
Musina in 2005 when fi ft y foreigners were chased 
out of Reconstruction and Development Plan 
(RDP) houses that were either rented out to or 
purchased by foreigners from corrupt and greedy 
councillors (Twala, 2014). In 2006, a survey by 
the Democratic Alliance revealed that of the 284 
municipalities, 71% were unable to off er sanitary 
services to 60% of their residents; 64% failed to 
remove refuse from 60% of homes; 55% could not 
provide water for 60% of properties; 13% could 
not provide free basic electricity as promised; 43% 
could not provide electricity for 60% of homes; 
and 41% could not provide housing for 60% of 
their residents. Notwithstanding the government’s 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

259

intent to roll out electricity to all South Africans, 
most indigent households “continue to use 
solid fuels for cooking and heating, which has a 
negative impact on their health and quality of life” 
(UNDP, 2010). Evidence from Statistics South 
Africa’s General Household Survey (2011) shows 
that whereas the percentage of households living 
in formal dwellings increased from 53.1% in 2002 
to 58.1% in 2010, only 18.9% of South African 
households lived in RDP or state-subsidised 
dwellings in 2010. Th e persistent reliance on solid 
fuels such as coal, candles, wood, wood pellets, 
grains, dung and charcoal for cooking and heating 
among poor South Africans shows that societal 
inequalities have persisted in the new democratic 
dispensation (UNDP, 2010; National Planning 
Commission’s Report, 2011). According to the 
National Planning Commission Report (2011: 
27), “development is being held back by too little 
investment in new infrastructure, and a failure to 
maintain existing infrastructure; and … under-
invested in infrastructure for over a generation”, 
where net capital formation as a percentage of 
gross domestic product (GDP) declined from 
about 18% in 1980 to 6% in 2010. Simultaneously, 
the gross fi xed capital formation by the public 
sector as a percentage of GDP dropped from 
about 15% in 1975 to around 7% in 2010. Th is 
investment fl uctuated between 4% in 2000 and 
8.6% in 2009 (Gordhan, 2011). Th e inadequate 
investment raises the question of where the state 
invests public funds.

According to Mpehle (2012), communities 
are unhappy because of, among other things, 
the deployment of unskilled, unqualifi ed and 
inexperienced cadres to municipal management 
positions, the accumulation of wealth by 
a few individuals through the abuse of the 
tendering system, inadequate revenue due to the 
centralisation of funding, and absence of proper 
systems for collecting revenue by municipalities. 
Maserumule (2011) observes that government 
intervention to deal with service delivery protests 
does not seem to be making much impact as it 
is a persistent occurrence that is beginning to 
characterise the relationship between government 
and society.

Challenges of service delivery
According to Johnson (2004), local government 
must provide services at the highest possible 
level of responsiveness and effi  ciency. However, 
most countries in the world are faced with poor 
service delivery and South Africa is no exception 
(Manning, 2006). In South Africa, poverty levels 
are still very high, health services are poor, there 
is an acute shortage of housing, the pace of 
service delivery is slow, and the quality of services 
being rendered is poor. Th ere are diff erent 
ways of improving the eff ectiveness of local 
governments, and one of these ways is to assess 
their current level of functioning by focusing on 
the accomplishment of their goals (see Nel et al., 
2011). Makgoba (2006) states that the standard 
by which service delivery is assessed will always 
be the degree to which a local government is 
responsive to the needs of its customers. Th is 
implies that the quality of service delivery is vitally 
important and that the perceptions of customers 
regarding how well their needs and expectations 
are met, as well as their level of satisfaction, 
are important (Ivancevic & Matteson, 1996). 
According to Fourie and De Jager (2005), there 
is still a signifi cant gap between the expectations 
and perceptions of customers about the day-to-
day services that they anticipate and what they 
receive. Th e following are some of the main 
challenges of service delivery.

a. Eff ective management 
Manyaka and Sebola (2015) argue that the 
eff ective management of employee performance 
in the South African public service is, for 
example, linked directly to the eff ectiveness of 
public service delivery (also see Ngwakwe, 2008; 
Mashigo, 2006). However, this role is hampered 
by uncertainty associated with asymmetric 
information, collateral constraints and high 
transaction costs. Madzivhandila and Asha 
(2012) argue that the service delivery challenges 
faced by municipalities in South Africa could be 
addressed if clear strategies were to be formulated 
to strengthen community participation and 
integration with other stakeholders in the IDP 
processes. In order for managers to perform well 
in fulfi lling the objectives of an organisation, 
Nengwekhulu (2009) states that recruitment, 
selection and appointment of public offi  cials 
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should be based on merit; that for the public 
service to perform optimally, there should be 
neutrality in the employment and placement of 
public servants in the higher echelons of public 
institutions. Political affi  liation should not be 
used as the only criterion in such appointments.

b. Lack of proper fi nancial and record-keeping 
skills 

According to the report released by the 
Accountant-General and the Auditor-General, 
some municipalities received qualifi ed fi nancial 
reports in the 2006/2007 fi nancial year. In 
2007/2008 only 23% municipalities received an 
unqualifi ed report, the main reason being that 
some municipalities were unable to keep fi nancial 
records and that made it diffi  cult for auditors to 
eff ectively conduct proper auditing (Republic of 
South Africa. Auditor-General, 2007).

c. Funding 
Modipane and Sebola (2012) state that an 
improvement in the way municipalities plan and 
budget for their Municipal Infrastructure Grant 
programmes will contribute towards enhancing 
basic service delivery. One of the defi ning 
features of a government that is able to run 
itself successfully is the ability to eff ectively and 
effi  ciently collect revenue and use that revenue 
appropriately and economically for the delivery 
of services.

d. Political infi ghting 
Th ere is a concern about the level of the 
political and power struggles that persist within 
municipalities. Th is is crippling service delivery 
as the focus shift s from service delivery to job 
positions in municipalities. Infi ghting among the 
ruling party’s councillors tends to drive a wedge 
between the ranks of the party, thereby aff ecting 
service delivery negatively. Th is might be due 
to intolerance within the ruling party which 
undermines the electoral process for councillors 
and interferes with their duties (Morgan 1997; 
Schonwalder, 1997).

e. Corruption 
Outrage has been voiced that some municipal 
offi  cials and politicians, especially those who 
recruit personnel, are corrupt. Lloyd and Mey 

(2005) argue that corruption results in stagnation 
and institutional failure that can lead to poor 
service delivery. Sometimes, substantial amounts 
of money within municipalities go missing and 
services cannot be rendered because some offi  cials 
are only concerned about enriching themselves 
through tenders and awarding themselves high 
salaries at the expense of service delivery. Some 
supply chain offi  cials abuse the procurement 
system, particularly at the municipal level where 
there are no records of goods and services that 
have been procured; fraudulent practices such as 
kickbacks and nepotism are in place which are 
manifested in the growing number of court cases 
against offi  cials, and at the lack of accountability 
that is left  unattended. Despite initiatives by 
government to combat corruption, there is still 
a challenge in the implementation of policies 
that intend to fi ght corruption. If corruption is 
not properly controlled, it will have far-reaching 
eff ects that damage trust between citizens and 
politicians, constrain the economic development 
of the country and have an adverse impact on 
good governance, which may lead to instability in 
the country (Lloyd & Mey, 2005).

f. Lack of community engagement in decision-
making processes 

A communication gap exists between the elected 
and the electorate because some politicians think 
that they know what communities need, and 
therefore tend to introduce programmes that are 
irrelevant. Th is is partly because since the South 
African election system is not a constituency-based 
one, members of parliament are chosen from the 
political party list, which causes serious problems 
as far as the representation of constituencies and 
their views in parliament are concerned. Th is has 
brought about a situation where some politicians 
like members of parliament do not actually serve 
the communities they say they represent, rather 
serving their own interests (see Eikenberry, 2009; 
Lloyd & Mey, 2005).

2.3.4 Conceptual framework 
Th e national government formulates policies 
and allocates funds for basic services and the 
delivery of public services to the members of the 
local community takes place either through the 
state/province and municipality or on behalf of 
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the state by a voluntary, community organisation 
or private company. As a bottom-up approach, 
the local community can infl uence the policy 
decision-making and the resources that aff ect 
them through public participation and the ward 
committees which represent them. Figure 7 
shows the corresponding conceptual framework.

3. RESEARCH DESIGN AND 
METHODOLOGY 
In this study, a positivist paradigm survey research 
design was used. A semi-structured questionnaire 
was used to collect the quantitative data, because 
the phenomenon of service delivery is naturally 
quantitative in nature. Data was collected from 
a stratifi ed random sample of 1429 respondents, 
comprising four diff erent respondent groups of 

899 (63%), 214 (15%), 208 (15%) and 108 (7%) 
citizens, businesses, managers and ward committee 
members (WCMs) respectively. Measurements of 
constructs were done on a Likert scale, ranging 
from (1) strongly disagree to (7) strongly agree. 
Descriptive analysis (including summarising data 
using frequency tables, mean, standard deviation, 
as well as diagrammatical representation of data) 
was done; and a chi-square test, factor analysis 
and structural equation modelling were used 
in inferential analysis. Th e SPSS 23.0 statistical 
package was used.

4. RESULTS 
Th is section presents the fi ndings of the 
study. Section 4.1 presents the descriptive 
analysis, section 4.2 the inferential results and 

FIGURE 7: A FRAMEWORK FOR OPTIMISING BUSINESS PARTICIPATION IN THE SERVICE DELIVERY 
PROCESSES

SOURCE: AUTHOR 

FIGURE 8: KNOWLEDGE OF THE BATHO PELE PRINCIPLES FOR CITIZENS 
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section 4.3 concludes the article and makes 
recommendations.

4.1. Descriptive analysis 
Th e majority (53.08%) of the respondents were 
aged between 31 and 40 years, and most of these 
were males (57.35%). In the sample as a whole, 
54% were males and 46% were females. Th e 
diff erence of 4% is reasonable with respect to 
gender representativeness. However, this possibly 
indicates that females are still not participating to 
the extent that one would wish for with respect 
to issues of service delivery. Blacks (47.87%), 
followed by whites (35.07%), were in the majority. 
Th e highest education level was generally 
speaking a bachelor’s degree (49.29%) followed 
by a diploma (37.91%).

i. Citizens 
Th e respondents indicated that knowledge of 
Batho Pele principles is not adequate and many 
(33.0%) believed that the municipality did not 
place “people fi rst” when delivering services to 
the public (fi gure 8).

Cross tabulation showed that the perception 
of putting people fi rst is associated with Batho 
Pele principles (X2 (2) = 7.31; p < 0.05). Of the 
58.1% who commented on service delivery, 5.8% 
were positive whilst 52.3% provided negative 
comments. Th e negative comment with the 
highest percentage referred to the perception that 
the services they receive are not up to standard 
and could be characterised as respondents who 

feel that they are not getting value for their money 
(as the services are ineffi  cient and of poor quality). 
Common complaints were about lack of sewerage, 
electricity, water, refuse removal, health clinics 
and upkeep of roads and infrastructure. However, 
one should also remember, “You get what you 
pay for” and if you are not paying rates and taxes 
then you should not be complaining. Th ere also 
seems to be a sense of entitlement among many of 
the respondents and they want “everything free”. 
Citizens need to be informed that diff erential 
rates apply and that nothing is free, as someone is 
paying for the services rendered.

Th e correspondence analysis indicated that 
poor knowledge of the Batho Pele principles 
is mainly associated with white respondents; 
good knowledge of the Batho Pele principles 
is associated with black respondents and the 
coloured respondents are closely associated with 
being unsure of the Batho Pele principles. Th e 
reasons for these results varied from 34.8% giving 
no response, 1.3% indicating “I do not know” and 
42.6% saying they were unsatisfi ed.

ii. Businesses 
Figure 9 shows the frequency distribution of 
knowledge of Batho Pele principles.

About 39% of the respondents had good 
knowledge of the Batho Pele principles, and 
blacks were associated with good knowledge 
compared to whites who were uncertain and 
Indians and coloureds who claimed to have poor 

FIGURE 9: KNOWLEDGE OF THE BATHO PELE PRINCIPLES FOR BUSINESS OWNERS 
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knowledge of the principles. Like community 
members, business owners indicated that they 
were dissatisfi ed with putting people fi rst. Th e 
majority of the respondents (65.4%) indicated 
that no meetings had been held with them within 
the past 12 months. Most respondents partially 
disagreed that the municipality practised business 
centredness.

A lack of redress was mentioned in 2.8% of the 
responses, but this mostly concerned the creation 
of jobs and a sense of entitlement created by 
people making promises in order to capture votes. 
It would thus seem as if government offi  cials 

may espouse the Batho Pele principles, but their 
behaviour certainly does not demonstrate that 
which they should be doing. Th us, a consultative 
process as suggested by Sengé (1990) could go 
a long way towards improving the consultative 
process.

Th e correspondence analysis indicated that black 
respondents were associated with good public 
participation, white respondents tended to 
uninvolved and Indian and coloured respondents 
with poor public participation (PP). Business 
respondents tended towards neither agreeing 
nor disagreeing that business participation was 

FIGURE 10: KNOWLEDGE OF BATHO PELE PRINCIPLES BY MANAGERS 

FIGURE 11: KNOWLEDGE OF THE BATHO PELE PRINCIPLES OF THE WCM SAMPLE 
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satisfactory.

iii. Managers 
Figure 10 shows the frequency distribution 
of knowledge of Batho Pele principles for the 
managers group. Most respondents (72.6%) 
indicated good knowledge of the Batho Pele 
principles, which was expected of managers. Th ey 
must have received some form of training on the 
Batho Pele principles as all government offi  cials 
and local authorities are required to be familiar 
with them

Th e lowest mean score (3.83) of “You are 
regularly consulted on service delivery matters 
that aff ect you” indicates partial disagreement. 
Th is is disconcerting as it could indicate a lack 
of collaboration among managers – possibly 
hiding behind their own incompetence and 
not accepting responsibility for solving service 
delivery problems that pertain to their particular 
departments. Th e answers for “the number of 
meetings that were held during the last 12 months” 
varied from 1% of respondents who answered 
between 26 and 50, to 40.6% either who indicated 
zero or who did not answer the question.

iv. Ward committee members (WCMs) 
Th e WCMs mostly indicated good and very good 
knowledge (59.3%) of the Batho Pele principles. 
Rather poor knowledge of the principles was 
acknowledged by only 21.3% of respondents (see 

fi gure 11).

v. Knowledge of the Batho Pele Principle in the 
merged data 
Figure 12 indicates that 52% of the respondents in 
the merged data knew the Batho Pele principles, 
27% had poor to very poor knowledge, and 21% 
neither poor nor good knowledge. Th is suggests 
that almost 50% of respondents need some form 
of training in the Batho Pele principles to better 
equip them on public participation and service 
delivery matters.

4.2 Inferential analysis 
A signifi cant association was found between 
the Batho Pele principles and the aspects of 
“facilitation of public participation for eff ective 
service delivery”. Th e implication is that the more 
knowledgeable people are about the Batho Pele 
principles, the better participation is facilitated.

Six factors were identifi ed as aff ecting public 
participation for optimising service delivery, 
namely, public participation, accountability, 
transparency, communication, gender 
representation and power struggles. While the 
fi rst four factors enhanced public participation 
and therefore optimised service delivery, power 
struggles suppressed both it and service delivery. 
Two underlying factors were also identifi ed: a 
factor that facilitates eff ective service delivery 
and a second one that impedes eff ective service 

FIGURE 12: KNOWLEDGE OF THE BATHO PELE PRINCIPLES IN THE MERGED DATA 
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delivery. Th is means that to optimise service 
delivery, people centeredness, accountability 
and transparency, communication, public 
participation and gender representativeness 
should be enhanced, while knowledge and social 
background, and power struggles are suppressed. 
It may thus be concluded that eff ective service 
delivery is a multifactorial construct containing 
these two factors.

Th e throughput or transformation process in 
the systems model should thus be modifi ed as 
indicated by the diagram in fi gure 13.

Th e researcher agrees with Sengé (1990) that in 
order to obtain public participation to optimise 
service delivery, the stakeholders (i.e., various 
community groups) involved in the service 
delivery processes should allow a dialogue to 
occur between them as colleagues.

CONCLUSION AND RECOMMENDATIONS 
It has been found that knowledge of the Batho Pele 
principles is associated with both the facilitating 
factor of PP, which includes accountability and 
transparency, people centredness, communication 
and gender representation as fi rst-order factors, 
and the impeding factor of PP, which includes 

power struggles. Th e more knowledgeable a 
person is about the Batho Pele principles the 
better the PP for eff ective service delivery will be. 
It has also been found that the implementation 
of the Batho Pele principles is slow; otherwise, 
the Batho Pele principles policy is a good policy 
for municipal service delivery and should be 
encouraged.

Th e study calls for greater involvement in 
intensive training on Batho Pele principles for 
all stakeholders. Intensive training of these 
principles is called for and should be compulsory 
as a national requirement. Th e fi rst-order factors 
of the facilitating factor should be promoted while 
those of the impeding factor, power struggles, 
must be discouraged.
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ABSTRACT 
What drives leadership ability among achieving 
entrepreneurs? Th is study reveals a unique set of 
elements that not only encourages success, but 
also identifi es the powering eff ect of the internal 
drivers thereto, whilst outlining how these 
factors are believed to positively aff ect overall 
performance and contribute to entrepreneurial 
leadership ability. Using Interpretative 
Phenomenological Analysis (IPA), this study 
adopted a qualitative approach, in which fi ft een 
(15) achieving entrepreneurs were purposively 
selected. Th e primary data was collected by 
means of professionally conducted one-on-one 
interviews, in which a well-formalized, pre-set, 
and semi-structured interview questionnaire was 
successfully implemented. In order to retrieve 
maximum accuracy, IPA measures such as 
phenomenology, hermeneutics, and ideography 
each served a specifi c purpose, allowing the 
researchers the opportunity to closely examine 
and make meaning of each participant’s lived 
experiences, perspectives, feelings, and beliefs, 
from both a psychological, cognitive, and 
interpretative perspective. Findings from the 
study suggest that a unique group of accustomed 
personal and business success factors does 

indeed exist, each consisting of either a group or 
individual underlying factors, that signifi cantly 
aff ects and contributes to both performance and 
leadership ability of achieving entrepreneurs in 
South Africa.

Keywords: Entrepreneurship, Leadership, 
Performance, South Africa, Success. 

1. INTRODUCTION 
Although still in its developing phase, the 
individuality and the combination between the 
concepts of entrepreneurship and leadership 
in terms of entrepreneurial performance 
continues to draw greater interest among various 
entrepreneurs, scholars, and business enthusiast 
around the world (He, Standen, & Coetzer, 2017; 
Mishra & Misra, 2017). Th e universal belief that it 
is in every entrepreneur’s personal nature to start 
up a business with high expectations of achieving 
immediate or long-term success, has become 
a topic of great debate (Hedner & Abouzeedan, 
2011). Researchers Renko, Tarabishy, Carsrud, 
& Brannback (2015) contributes and states 
that entrepreneurs’ ability and competencies in 
dealing with the highly turbulent and competitive 
environments they oft en have to face, continues 
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to evolve and diff er across both individuals and 
business sectors. Th erefore, considering the 
fact that most entrepreneurs only have their 
own resources and competencies to draw on, 
entrepreneurial leadership ability is a totally new 
way of thinking and acting out entrepreneurship 
responsibilities, to such an extent that it creates a 
more advanced business approach that not only 
aff ects, but also contributes to better decision-
making processes in general (Harrison, Leitch, & 
McAdam, 2015; He et al., 2017). As researchers 
Ivanov, Belhassan, & Mahone (2018) states, a true 
entrepreneurial leader not only forges stability and 
trust among parties within an organization, but 
also impacts employee behaviour and performance 
levels in terms of productivity, values, motivation, 
and aspirations in this regard. On the other hand, 
leadership in the political and established business 
sector continues to emerge and deliver unique 
challenges and diff erences (McDermott, Lopez, & 
Hatemi, 2016). However, constant developments 
in advanced evolutionary theory, neuroscience, 
and human genetics have all added enormous 
value towards better understanding the exact 
causes and strategic relationships among the 
variation of individual leadership behaviour in 
this regard (McDermott et al. 2016). As a result, 
it has become critically important to try and get 
to the root of the believed accustomed personal 
and business success factors present in achieving 
entrepreneurs, as performance characteristics 
in a growing entrepreneurial sector might at 
some stage positively infi ltrate and lead to the 
development of better leadership structures 
in other areas such as politics and established 
businesses. Th erefore, the unique characteristics 
that contribute to entrepreneurs becoming the 
eff ective leaders that they are in their specifi c 
industries and fi elds indeed carry a powering 
eff ect. Th us, gaining a critical and close handed 
understanding of the way certain entrepreneurs 
perceive and chooses to implement certain 
accustomed success factors aff ecting their overall 
leadership ability, are of extreme importance, 
as it paves the way towards identifying the true 
psychological relationships behind what truly 
drives entrepreneurial performance, turning 
average achievers into lasting performers as well 
as infl uential leaders in this regard (He et al., 2017; 
Hedner & Abouzeedan, 2011; Mishra & Misra, 

2017). Th is study therefore not only attempts to 
narrow the gap in literature through presenting 
a unique group of personally accustomed success 
factors that are believed to not only enhance 
entrepreneurial performance ability, but also 
adds value-added relevance towards the motives 
that drive the essence of leadership ability among 
rising entrepreneurs in South Africa.

2. PROBLEM INVESTIGATED 
To date, there remains a lot of doubt surrounding 
whether the right motives are being initiated 
in order to gain desired transformational and 
eff ective leadership ability among entrepreneurs 
in South Africa. Th e country’s ongoing struggle 
and severe business failure rate among new and 
existing entrepreneurial start-ups continues 
to create havoc for several reasons (Global 
Entrepreneurship Monitor, 2016). Apart from the 
fact that most small and medium-sized enterprises 
(SMEs) still fi nd it diffi  cult to survive beyond 
3.5 years (SEDA, 2016), it exemplifi es the severe 
shortage in adequate leadership ability among 
business professionals in the country. When 
selecting education as a point of departure, it can 
indeed be categorized as the single most important 
investment towards social capital towards laying 
proper entrepreneurial foundations in South 
Africa (Linder, 2018; Sarikaya & Coskun, 2015). 
However, to great disappointment, this is not 
the case, as the majority of South African youth 
remains in poverty, which not only deteriorates 
the economy but also severely compounds 
entrepreneurial inactivity among nationals. 
According to Statistics South Africa (2017), 
from the 10.3 million nationals currently aged 
between fi ft een (15) and twenty-four (24) 
years of age, only 1.2 million are classifi ed as 
having competitive jobs. Furthermore, from the 
remaining 9.1 million, about 3.3 million nationals 
are completely left  in the dark with zero access to 
employment, education, or training, whilst the 
other 3.1 million outstanding nationals simply 
gave up and now live on either government or 
child support as a forced alternative towards 
survival (Statistics South Africa, 2017). To worsen 
matters even further, the consistent decline 
among current business ownership rates along 
with a deteriorating employee activity rate, the 
fear of both economic as well as entrepreneurial 
failure continues to be detrimental in several 
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ways (Global Entrepreneurship Monitor, 2018). 
Th erefore, it is quite evident that South Africa 
currently fi nds itself in a vast imbalance as far as 
entrepreneurial intention, spirit, and leadership 
ability is concerned (Global Entrepreneurship 
Monitor, 2017). In addition, the lack of ethical 
leadership and eff ective management capability 
among youth and rising entrepreneurs severely 
limits the country’s chances of further expanding 
and becoming an economic leader. Th erefore, new 
measures are required to create an established 
and more coherent ethical framework that guides 
leaders towards continuous self-development. 
Th is will educate and orientate future leaders 
on the essential factors required to fi rstly 
view, and secondly, turn the country’s current 
entrepreneurial struggles into opportunities that 
will ensure a better tomorrow.

3. RESEARCH OBJECTIVES 
Th e main areas of focus were delineated into the 
following objectives:

a. To determine the entrepreneurial factors 
present in achieving entrepreneurs. 

b. To examine the impact of these success factors 
on leadership ability. 

4. LITERATURE REVIEW 
When looking at entrepreneurial growth and 
economic expansion among businesses in 
South Africa, it can certainly be categorized 
as an all persuasive quality each entrepreneur 
and country should strive for, as it is believed 
to contribute to a combination of attributing 
segments that signifi cantly drives economic 
power, development, and leadership ability 
(Olakitan & Ayobami, 2011). As a result, 
eff ective leadership in business has become an 
over-increasingly important subject, specifi cally 
within the entrepreneurial fi eld. Up to date, 
results continue to vary but proves that eff ective 
leadership is essential to both an enterprise’s 
short and long-term success (Hargreaves & Fink, 
2014). Researchers Northouse (2007) as well as 
Rowe & Guerrero (2012), believes that leadership 
in business can take on several forms, meanings, 
and styles, and is best understood as the ability of 
an individual to infl uence a group of individuals, 
in search of achieving a common goal. In support 
thereof, Ololube (2013) states that leadership can 

also be seen as a type of responsibility aimed at 
achieving particular ends, through applying the 
available human and materialistic resources, 
whilst ensuring a cohesive and coherent 
organization in the process. When specifi cally 
looking at entrepreneurial leadership theory, it 
came into existence when several researchers 
tried to strategically combine the concepts of 
entrepreneurship and leadership (Yang, 2008). 
Although the concept might still be relatively 
unknown and fairly new to many researchers 
and business enthusiasts, in the past, Joseph 
Schumpeter (1949) have already written about 
entrepreneurial leadership as an area of research 
investigation. During his study on entrepreneurial 
leadership, Schumpeter (1949) was one of the 
fi rst researchers who successfully distinguished 
managers from entrepreneurs.

Schumpeter (1949) believes that entrepreneurship 
is unique to, and a special type of leadership 
in its own regards. Researchers Currie, 
Humphreys, Ucbasaran, & McManus (2008) 
builds on Schumpeter’s fi ndings and points out 
that an entrepreneurial leader should create, 
identify, and consist of the ability to exploit 
opportunities in an innovative, enthusiastic, and 
risk-taking way. Th us, results across literature 
continue to highlight the importance that the 
entrepreneurial leadership process favours 
opportunity-driven entrepreneurs, who are 
motivated to constantly develop and enhance 
their entrepreneurial capabilities, with the goal 
of creating maximum value and establishing a 
competitive advantage over time (Cogliser & 
Brigham, 2004; Schumpeter, 1949). As a result, 
studies investigating entrepreneurial leadership 
ability continues to shift  towards taking on more 
of a behavioural profi le, emphasizing on the 
entrepreneur’s strategic approach to his or her 
entrepreneurial venture (Covin & Slevin, 2002), 
their focus on opportunity and competitive 
advantage seeking (Ireland, Hitt, & Sirmon 2003; 
McGrath & MacMillan, 2000), their ability to 
interpret and implement entrepreneurial vision 
(Cogliser & Brigham, 2004; Gupta, MacMillan, & 
Surrie, 2004; Vecchio, 2003), as well as realizing 
their role as strategic managers in search of lasting 
entrepreneurial success (Gupta et al., 2004; Ireland 
et al., 2003; McGrath & MacMillan, 2000). Renco 
et al. (2015) add and states that entrepreneurial 
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leadership is indeed a process of signifi cant 
infl uence, one that highly refl ects a more complex 
phenomenon far beyond its individual actor. 
Th us, it is evident that the process of eff ective 
leadership ability in entrepreneurship not only 
focuses on the entrepreneur itself but also focuses 
on the intersection of the particular individual, 
the opportunities, the underlying elements, as 
well as the overall values thereto (Renco et al., 
2015).

Gupta et al. (2004) contribute and further 
explains that in the adverse oft en challenging 
environment several businesses face today, a type 
of entrepreneurial leader diff erent from other 
behavioural forms of leadership is required. 
Th erefore, in order to identify the unique linkage 
between the success factors attributing to, and 
believed to develop entrepreneurial leadership 
ability, industry researchers are now placing a 
greater emphasis on the importance of identifying 
the overlapping personal and cognitive 
characteristics between successful entrepreneurs 
and leaders (Fernald, Solomon, Tarabishy, 2005; 
Perren, 2000). Th erefore, it surely comes across 
that true and eff ective entrepreneurial leaders 
require signifi cant personal and psychological 
development, in order to use both a broader 
and a more complex view towards their day-to-
day actions and responsibilities (Harrison et al., 
2015). In their study focusing on entrepreneurial 
leadership and management styles, researchers 
Singh, Singh, & Kota (2018) concluded that it 
remains of critical importance for entrepreneurs 
to eff ectively apply the following three (3) 
aspects in their leadership styles, namely: a 
precise understanding of a particular need, a 
well-formulated plan to reach the need, and an 
innovative and driven idea to accomplish the 
need. Th us, elements such as the expansion and 
eff ective collaboration towards entrepreneurial 
undertakings remains of critical importance, 
as it breeds and maintains focus on what is 
important towards reaching entrepreneurial 
goals consistently (Renco et al. 2015; Singh et al. 
2018; Steff ens, Haslam, Ryan, & Kessler, 2013). 
Singh et al. (2018) further adds and states that 
for an entrepreneurial leader to reach maximum 
performance, the gap between the ability and 
willingness to lead should be fi lled, which would 
also positively aff ect organizational performance 

in this regard. Th erefore, it remains evident that 
an entrepreneur’s patience should begin where 
everyone else’s fails (Singh et al., 2018).

Researchers Renco et al. (2015) agrees with this 
fact, and suggest that strong entrepreneurial 
leaders normally consist of robust personalities, 
to such an extent that they are open to learning 
and very seldom afraid to ask for advice or face 
unexpected change as a matter of fact. Th us, 
it explains the fact that strong entrepreneurial 
leaders are confi dent but not too overly self-
centred which is sometimes the biggest cause 
towards limiting entrepreneurial vision, action, 
and eff ective decision-making ability (Leitch, 
McMullan, & Harrison, 2013; Singh et al., 2018; 
Spedale & Watson, 2014). As a result, the over-
reaching factors which are believed to signifi cantly 
aff ect entrepreneurial performance and leadership 
ability, surely requires further in-depth evaluation, 
authentication, and tactical investigation, in terms 
of better clarifying as to what extent they truly 
enhance entrepreneurial performance as a whole 
(Gatling, Harrah, & William, 2014). Although 
concepts such as personality, humbleness, and 
focus, have been addressed as general factors 
contributing to the formation of entrepreneurial 
performance and leadership ability over the 
years, there remains little or no evidence on the 
overarching factors from which these concepts 
eventually evolves throughout the entrepreneurial 
process. Other aspects such as the quality and 
continuation of advanced education towards 
consistently developing and refi ning leadership, 
entrepreneurial, and business skills, have also 
become an area of great importance among both 
scholars and active entrepreneurs (Douglass, 
2018). Douglass (2018) states that it remains 
critical for rising entrepreneurs to consistently 
seek newer, better, and more adaptive solutions 
towards better addressing the complexity of their 
day-to-day challenges.

Th us, the growth parameters that impact 
entrepreneurial leaders highly encourages an 
ecosystem that is motivated by the ongoing 
involvement in advanced educational practices, 
the quest in search of professional guidance, 
and the eff ective training and implementation 
of materials and strategic techniques learned 
(Douglass, 2018). Likewise, Dyck (2012) states 
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that an individual’s commitment towards his or 
her community and daily business undertakings 
is what true and eff ective leadership entails. 
Th us, the ability to fi rstly develop strong 
courage, and secondly initiate that courage 
towards executing an undeterred commitment 
towards accomplishing entrepreneurial duties, 
consistently gains positive results (Dyck, 2012). In 
addition, Lourenco, Sappleton, & Cheng (2015) 
express their intentions on how responsibility 
can impact and improve the competitiveness 
and fi nancial performance of entrepreneurs and 
businesses. However, Lourenco et al. (2015) 
lay great claim on the criticality of remaining 
ethical in life as in entrepreneurial endeavours, 
as ethical attitudes and moral philosophies set 
the bar towards gaining a level of control that 
strengthens responsibility levels of entrepreneurs 
despite social norms that oft en change with time 
and business maturity. In their study, researchers 
Do & Dadvari (2017) investigated the dark triad 
in entrepreneurship, and found that apart from 
the major entrepreneurial characteristics such 
as innovativeness, risk-taking, and maintaining 
a strong will to act, the overall attitude and 
intention of an entrepreneur vastly determines 
the level of confi dence generated from, and 
applied during times of challenge. Th us, Do & 
Dadvari (2017) insists that challenge shapes 
entrepreneurial attitude, which then vastly 
determines how an entrepreneur responds to 
certain situations and conditions, highly eff ecting 
their overall leadership ability and performance 
moving ahead.

Furthermore, the overall impact of applying strong 
self-determination ability towards eff ectively 
completing entrepreneurial tasks and effi  ciencies 
proves to be of enormous value (Farmer, Allsop, 
& Ferron, 2015). Farmer et al. (2015) further 
adds, and states that strong leaders and achieving 
entrepreneurs understand their strengths and 
weaknesses, are persistent, and set appropriate 
goals; thus, they are triggered and motivated by 
consistency through entrepreneurial progress 
and goal accomplishment. As a result, this study 
delineates and strictly focuses on fi ve (5) major 
contributing factors: education, commitment, 
responsibility, attitude, and determination, as 
the powering elements driving entrepreneurial 
leadership and performance-enhancing processes. 

Each of these factors is believed to consist of a 
unique group of underlying sub-factors serving as 
drivers, that signifi cantly strengthens and give rise 
to ultimate performance enhancement capability 
throughout the process of entrepreneurial 
engagement. In addition, this study also set out 
to explore and strategically align the role of each 
underlying factor, as to conclude the direct eff ect 
and impact thereof, as unique elements giving rise 
to expanding the knowledge about a particular 
industry, effi  ciency, control, confi dence, as well as 
eff ective execution of workplace leadership styles 
in general. Across literature, both theoretical 
and empirical evidence suggest that it remains of 
critical importance to not only further explore and 
refi ne the underlying factors within the particular 
success factors under investigation, but also fi nd 
authentic and actual evidence within a particular 
entrepreneurial fi eld, as to give rise to unlocking 
the true thought and motivational processes 
present in strong entrepreneurial leaders, from 
both a demographic and geographic perspective.

5. RESEARCH METHODOLOGY 
Th e primary objective of this study was to critically 
analyse a unique group of elements driving 
performance in entrepreneurship, followed by a 
secondary objective being to identify and explore 
how and to what extent these elements along with 
the underlying internal drivers thereto aff ects 
and contributes to the formation of eff ective 
entrepreneurial leadership ability. As a result, the 
following research questions emerged that forms 
the basis towards the strategic execution of this 
study:

RQ1: “What are the determinants of success of 
achieving entrepreneurs in South Africa?”

RQ2: “How do these factors aff ect entrepreneurial 
leadership ability?”

In terms of reaching maximum accuracy, the 
study adopted a qualitative approach, by means 
of executing a well-constructed Interpretative 
Phenomenological Analysis (IPA). Th e study 
included the selection of fi ft een (15) successful 
entrepreneurs, which was determined by and 
categorized into successful and less successful 
categories according to the sum of their overall 
turnover and growth percentages generated 
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since their businesses fi rst started. Each of these 
entrepreneurs was purposively selected and asked 
to professionally conduct a well-formulized one-
on-one interview questionnaire. Th e pre-set, 
semi-structured questionnaire consisted of a 
variety of open-ended questions based on general 
business and industry segments, personal and 
business beliefs, as well as personal accustomed 
success factors and the drivers thereto. In 
terms of making meaning of the data retrieved, 
phenomenology, hermeneutics, and ideography 
served a specifi c purpose towards creating a 
clearer understanding of each participant’s 
personal experiences, perceptions, feelings, and 
beliefs, in search of identifying and concluding 
the most eff ective accustomed personal and 
business success factors that are believed to drive 
entrepreneurial leadership ability. As far as the 
validity and trustworthiness of the study’s fi ndings 
is concerned, Husserl’s bracketing technique 
along with Dalberg et al.’s bridling technique, was 
strategically implemented in order to properly 
examine and see things as they are in themselves, 
totally free from any pre-determined perceptions 
and conclusions in this regard (Dahlberg, 
Dahlberg, & Nystrom, 2008; Husserl, 1970).

6. RESULTS/FINDINGS 
In this study, the theory of self-effi  cacy served as 
a basis towards creating a better understanding of 
an entrepreneur’s beliefs in his/her capabilities, 
and how he/she chooses to exercise control over 
and infl uence events that ultimately aff ect their 

entrepreneurial fate (Bandura, 1993). As a result, 
the act of examining how the entrepreneurial 
thought and attitude pattern is understood can 
reveal how it is eventually practiced (Pollard & 
Wilson, 2014). For the purpose of this study, the 
researchers chose to pre-identify and critically 
explore the following fi ve (5) key overarching 
success factors, that are believed to positively 
contribute to both the performance and 
leadership ability among achieving entrepreneurs 
in South Africa:

Th eory Guideline 
Below, is a step-by-step guide that indicates the 
strategy the researchers followed in order to fully 
explore, identify, and develop the key aspects of 
the personal and business success factors under 
investigation:

Personal and Business Success Factors 
Education 
a. Evaluate how schooling, training, and 

mentoring infl uence the entrepreneur’s  
knowledge  about the particular industry. 

b. Determine how the above-mentioned factors 
contribute to the formation of education as a  
deriving success factor. 

Commitment 
a. Exemplifi es how courage impacts focus, 

aff ecting entrepreneurial undertaking. 
b. Describe how the above-mentioned factor 

contributes to the formation of commitment 

TABLE 1: PERSONAL AND BUSINESS SUCCESS FACTORS DEFINITIONS

Education

Education can be classifi ed as the process of acquiring the body of knowledge 
and skills that people are expected to have in society or their profession (Biesta, 
2015). Education also refers to the body of knowledge and skills and then the 
development and mastery thereof (Biesta, 2015).

Commitment
Commitment can be defi ned as a quality of being dedicated towards a cause, and 
expressing a feeling of obligation and courage towards the successful completion 
thereof (Meyer & Allen, 2001).

Responsibility Responsibility refers to the state or fact of being accountable or  having a 
duty with something or control over someone (Price, 2015).

Attitude
Attitude can be defi ned as “a psychological tendency that is expressed by 
evaluating a particular entity with some degree of favour or disfavour” (Eagly & 
Chaiken, 1993, p. 1).

Determination
Determination refers to a positive emotional state or feeling, that  involves a 
sense of perseverance towards a diffi  cult goal or undertaking in spite of obstacles 
(Harmon-Jones, Schmeichel, Mennitt, & Harmon-Jones, 2011).
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as a deriving success factor. 
Responsibility 
a. Exemplifi es how ethicality infl uence the 

chosen values and morals systems  
entrepreneurs choose to implement. 

b. Describe how the above-mentioned factor 
contributes to the formation of responsibility 
as a deriving success factor. 

Attitude 
a. Exemplifi es how challenge can be viewed and 

used as an opportunity to grow, rather than  
being fatal or fi nal. 

b. Describe how the above-mentioned factor 
contributes to the formation of attitude as a  
deriving success factor. 

Determination 
a. Exemplifi es how progress forms part of 

consistency, driven to achieve excellence. 
b. Describe how the above-mentioned 

factor contributes to the formation of  
determination as a deriving success factor. 

Conceptual Model 
Below, follows a graphic image addressing the 
fi ve (5) overreaching personal and business 
success factors, along with presenting each of the 

underlying factors/internal drivers thereto; neatly 
presenting how each of the factors is believed to 
be inter-connected with one another:

As derived from the graphic image above, it is clear 
that in order to achieve ultimate entrepreneurial 
success by means of refi ning and strengthening 
the success factors under investigation, the 
whole cycle along with every variable needs to 
be connected with one another. Th erefore, the 
pillar of each success factor, whether personal 
or business-related, requires a specifi c set 
of underlying factors/drivers, to eff ectively 
develop and perform at surface level. Th us, the 
researchers identifi ed the following underlying 
factors as drivers believed to strongly infl uence 
and encourage the development of each of the 
success factors under investigation:

Underlying Factors Aff ecting Education 
a. Schooling – instruction, advice, and training 

received at school, or by means of experience 
or  exposure (Merriam-Webster Collegiate 
Dictionary, 2003). 

b. Training – “activities which aim at developing 
the knowledge, skills, moral values and  
understanding required in all aspects of life 
rather than knowledge and skill relating to 

FIGURE 1: CONCEPTUAL MODEL: PERSONAL AND BUSINESS SUCCESS FACTORS/INTERNAL DRIVERS 
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only a limited fi eld of activity” (Masadeh, 
2012). 

c. Mentoring – a one-to-one relationship in 
which an expert or a senior person voluntarily 
gives time to teach, support, and encourage 
another person (Inzer & Crawford, 2005). 

Underlying Factors Aff ecting Commitment 
a. Courage – the quality of mind, body, and spirit, 

that enables an individual to wholeheartedly 
face diffi  culty, danger, or some form of 
pain, with a sense of boldness and bravery 
(Rachman, 1990). 

Underlying Factors Aff ecting Responsibility 
a. Ethicality – being in accordance with, and 

respecting the rules, regulations, and standards 
for  correct and reliable conduct at all times 
(Merriam-Webster Collegiate Dictionary,  
2003). 

Underlying Factors Aff ecting Attitude 
a. Challenge – something new, oft en daunting, 

diffi  cult, and which requires great eff ort and  
strength to overcome or accomplish (Merriam-
Webster Collegiate Dictionary, 2003). 

Underlying Factors Aff ecting Determination 
a. Progress – a positive and developmental 

process towards achieving consistent  
growth and improvement (Merriam-Webster 
Collegiate Dictionary, 2003). 

Following the detailed explanation of the various 
underlying factors/drivers that are believed to 
strengthen the fi ve (5) overarching success factors 
under investigation, it is also of great importance 
to understand how these underlying factor/
drivers impact and contribute to the management 
and business skills/factors presented. Below, 
follows a brief outline and defi nition of each of 
the management and business skills/factors under 
investigation, supported by a brief description on 
how each of these accustomed skills/factors is 
believed to be inter-connected with one another:

1. Leadership Style – the behavioural pattern a 
leader adopts to infl uence the behaviour of 
his  followers, to give direction and provide 
motivation towards accomplishing  
organizational or personal goals consistently 
(Renko et al., 2015). 

• For education to derive as a success factor, it 

requires a certain level of schooling,  training 
and mentoring to manifest, to ultimately 
aff ect and impact the leadership style of an 
entrepreneur or business. 

2. Effi  ciency – the state or quality of being 
productive and coherent on a consistent basis  
(Black, 1930). 

• For commitment to derive as a success 
factor, it requires a certain level of courage to 
manifest, to ultimately aff ect and impact the 
better completion of tasks within a  
business. 

3. Control – the power to infl uence or direct 
certain behaviour, or the course of events  
(Arrow, 1964).  

• For responsibility to derive as a success factor, 
it requires a certain level of ethicality, to  
ultimately gain better control over pressurized 
situations as an entrepreneur, or  within a  
business. 

4. Confi dence – expressing a strong sense of 
inner belief, faith, or trust towards someone, 
or  within something (Merriam-Webster 
Collegiate Dictionary, 2003). 

• For attitude to derive as a success factor, 
it requires a certain level of challenge, to 
ultimately aff ect and impact the confi dence 
levels of an entrepreneur or business. 

5. Execution – the proper implementation/
completion of a plan, order, or 
specifi c  course  of action (Merriam-
Webster Collegiate Dictionary, 2003). 

• For determination to derive as a success 
factor, it requires a certain level of progress,  
to  ultimately aff ect and impact the execution 
levels of an entrepreneur or business. 

Study Results 
Researchers Smith, Flowers, & Larkin (2009), 
explains the importance of selecting a homogenous 
group for IPA studies, as their sharing of quite 
similar experiences allow for a more thorough 
analysis of the phenomenon under investigation, 
that eff ectively represents the entrepreneur’s 
perspective rather than a population’s perspective. 
In an eff ort to establish this perspective, the 
study was delineated to entrepreneurs currently 
operating in the Western Cape’s agri-business 
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sector only. Although there were a few limitations 
in the study, the participating entrepreneurs oft en 
described themselves and their beliefs about the 
associated success factors in quite similar ways. 
As the study progressed over time, a number 
of themes emerged, neatly framing each of the 
personal and business success factors under 
investigation. As a result, the study found and 
concludes that the following fi ve (5) deriving 
personal and business success factors are believed 
to contribute the most towards the success and 
leadership ability of entrepreneurs in South 
Africa:

RQ1: What are the determinants of success of 
resilient entrepreneurs in South Africa?
Personal and Business Success Factors 
Education – Each of these participants placed 
great emphasis on the role and importance of 
education. It became evident that all of them 
realized that entrepreneurship involved constant 
change which could not be disregarded, insisting 
that continuous education in terms of schooling, 
training, and mentoring was indeed both a 
requirement as well as a competitive and strategic 
advantage so to say. Th e value of education was 
certainly expressed as an over-increasingly 
important factor in attaining entrepreneurial 
success, one that not only encourages consistent 
growth but also allows the opportunity to identify 
and manoeuvre the possible pitfalls within the 
entrepreneurial sector.

Commitment – In order to outlast the severe 
day-to-day challenges the agri-business sector 
oft en delivers, each of these entrepreneurs 
expressed a strong level of courage. Th e ability to 
develop and eff ectively apply courage over time, 
resulted in them becoming more committed and 
task orientated in all aspects and departments, 
in both their lives and businesses, strengthening 
the fact that by staying committed to the task 
and entrepreneurial obligations at hand, will 
eventually bring forth great success.

Responsibility – For these participants, taking 
responsibility for their own beliefs and eff orts 
along with encouraging employees to do the 
same, established, a strong ethical demeanour 
and culture within their businesses. Being ethical 
created a sense of confi dence, where ethics was 

not just a mere choice but a pre-determined 
formality, raising a platform that was so strong 
and powerful, to such an extent that it allowed 
them to consistently outclass their competitors in 
a variety of ways.

Attitude – For each of these participants, challenge 
and obstacles along their entrepreneurial 
journeys were constant and an area that could 
not be disregarded. Each of them developed 
and personifi ed a unique accustomed attitude 
that focused on survival rather than defeat. Th is 
developed a great sense of confi dence along the 
way, resulting in them looking at challenges more 
optimistic and opportunistic, rather than seeing 
them as fatal or fi nal.

Determination – For each of these participants, 
the ability to have made constant progress 
throughout the ups and downs they oft en had 
faced along their entrepreneurial journeys, 
surfaced as a very powerful factor. It became 
evident that constant progress both required, 
and resulted in a fi erce sense of determination, 
allowing these participants to outwork and 
outclass their competitors in every possible way; 
setting an example, turning them into overcomers 
and shaping them into tomorrow’s leaders.

RQ2: How do these factors aff ect 
entrepreneurial leadership ability? 
Personal and Business Success Factors: 
Education–For these participants, education 
in terms of schooling, training, and mentoring 
play a pivotal role in their overall growth and 
development within the agri-business sector. 
Th e willingness and commitment they show 
towards continuously learning and educating 
themselves, together with allowing feedback 
from other experts in their fi eld, to possibly add 
value to their entrepreneurial ability and skills, 
certainly contributed positively in a variety of 
ways. Also, the strong will of these participants 
to have enthusiastically taken hold of certain 
opportunities in order to gain extra knowledge, 
created an exceptional competitive advantage, 
allowing them to initiate a positive and constant 
drive towards leading more confi dently and 
effi  ciently; believing in the fact that they have 
what it takes, to consistently outwork and outclass 
their competitors.
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Commitment–Th e ability of these participants 
to consistently reach their personal and 
organizational goals as well as responsibilities 
throughout the daunting challenges they oft en 
had to face, certainly required a great deal of 
courage along the way. All of these participants 
demonstrated the importance of staying 
focused on the entrepreneurial process at hand, 
courageously acting out on their entrepreneurial 
dreams and desires; taking ownership of and 
remaining focused on the end goal in mind – 
ultimate success. Th erefore, the ability to stay 
committed, and courageously handling each goal 
and task in the professional manner in which 
they did, truly explained the strong leadership 
capability these participants both executed and 
consist of.

Responsibility–For these participants, 
responsibility and ethicality play an ever-
increasingly important role in their journey to 
entrepreneurial success. Each of these participants 
has to face numerous stressful and pressurised 
situations that oft en require critical decision-
making eff orts. Th erefore, the ability of these 
participants to have been able to understand how 
to remain ethical, calm, and responsible towards 
not only their own principles and standards but 
also towards the principles and standards of their 
counterparts, requires unfl appable leadership 
ability to properly execute. Th us, having been able 
to remain responsible and ethical when the odds 
were at times against them, strengthened their 
entrepreneurial leadership ability and personal 
character enormously.

Attitude–Th e ability of these participants to have 
been able to maintain a positive attitude throughout 
their entrepreneurial journeys, was certainly a 
defi ning factor. Challenge in entrepreneurship 
was always an area that created some sort of 
discomfort; however, these participants managed 
to remain optimistic and viewed their challenges 
as opportunities to test and develop their skills 
towards commitment, motivated to succeed. 
Th erefore, the ability to positively face adversity 
in die midst of entrepreneurial success, whilst 
retaining a positive attitude, fi rstly required 
and secondly contributed to the formation of 
tremendous leadership ability.

Determination–Th e ability of these participants 
to have remained progress orientated and 
driven throughout their entrepreneurial 
journeys, resulted in the establishment of a 
fi erce determination towards achieving success. 
As expected from the agri-business sector, a lot 
of obstacles and challenges were experienced 
along the way, which required a great deal of 
focus towards reaching entrepreneurial goals 
and obligations; seeing any type of resistance 
as temporary, and viewing opportunity as a 
possibility to further excel in their careers. 
Th erefore, by means of expressing and developing 
a strong entrepreneurial drive towards achieving 
ultimate entrepreneurial success, both aff ected 
and contributed towards the development of a 
unique prototype-like leadership style for these 
participants.

Findings 
Determinants of Success – As presented across 
literature, the fi ndings confi rmed the uniqueness 
and extreme eff ectiveness of certain accustomed 
entrepreneurial success factors. Th is study 
established that participants portray a variety of 
personalised success factors that not only strongly 
aff ects, but also broadly contributes to their overall 
performance and leadership ability. For some, 
several of these factors were developed from an 
early stage in their lives/careers, whereas for others 
it was learned and further developed throughout 
the entrepreneurial life-cycle in general. Th erefore, 
both internal and external factors can, in this 
case, be categorised as overarching determinants 
of success; however, the internal and personal 
abilities which each participant express, as well 
as the ability to execute the strong psychological 
ability which they have been doing throughout 
their careers, strongly indicates that the majority 
of these factors form part of a formal procedure, 
which is strategically applied throughout the 
entrepreneurial process as a whole. As a result, 
a strong sense of internal dominance textured, 
basically establishing a sense of power within 
these participants to successfully overcome day 
to day entrepreneurial challenges. It is evident 
that the majority of these participants really take 
their successes and failures as self-made, in which 
they fully account for their own entrepreneurial 
eff orts and decision-making practices, setting 
a clear and dominant example. Th us, the ability 
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of these participants to overcome and cope with 
numerous adversities along the way, managing 
them strategically and successfully, whilst rising 
above these challenges, certainly gave birth to a 
signifi cant entrepreneurial spirit and powering 
leadership ability. Th erefore, the concluding 
success factors: education, commitment, 
responsibility, attitude, and determination, all 
contributed and play a signifi cant role in both the 
personal and overall performance ability of these 
participants.

Leadership in Entrepreneurship – Th e 
ability of these participants to have positively 
infl uenced individuals both inside and outside 
the workplace, certainly displayed great character 
and leadership capability throughout. Upon 
exploration of the lives and journeys of these 
participants, it became evident that the strong 
leadership ability expressed, became accustomed 
over a respective period of time. Th erefore, the 
leadership characteristics in entrepreneurship 
form part, and can only be strengthened by a 
series of experiential events. Th us, the specifi c 
trials these participants had to face and managed 
to endure, brought to life a very unique internal 
appetite of wanting to progress; wanting to set 
an example, by means of initiating resolute 
entrepreneurial actions at all times. As a result, 
eff ective leadership came across as favouring 
opportunity-driven entrepreneurs, entrepreneurs 
who use their knowledge and expertise to enrich 
the individuals around them; setting the bar for 
what can be accomplished, and enthusiastically 
executing a cycle all forming part, and benefi tting 
all aspects of entrepreneurial intention. From 
an early stage, each of these participants used 
certain experiences to their advantage, feeding 
positive emotions whilst refusing to let negatives 
overpower them, rather using it as a form of 
strength to lead more eff ectively. Th erefore, the 
deriving success factors associated: education, 
commitment, responsibility, attitude, and 
determination, all served a unique and everlasting 
purpose; allowing these participants to both use 
these factors as opportunities to learn, but also 
grow in such a way that they own their existence, 
making them lively examples of what it takes 
to be a true entrepreneurial leader. As a result, 
the mastering and personifi cation of each of 
the identifi ed success factors resulted in a huge 

strategic advantage, an advantage which allowed 
these entrepreneurs to outclass and outlast the 
hugely competitive nature entrepreneurship oft en 
had to off er.

Discussion and Synthesis 
As derived from the results and fi ndings section 
above, as well as the key factors identifi ed, it truly 
highlights the importance of the lived experiences 
of the selected participants; explaining the true 
thought processes, feelings, and beliefs behind 
how each of the accustomed factors have impacted 
and contributed to their overall resilience and 
achievement levels. To further delineate, it was 
important to understand how these fi ndings relate 
or diff er from existing literature, as to emphasize 
the critical importance of wholly understanding 
these elements, as well as the value of listening 
to the participants’ perspectives, so as to off er 
accurate insights into what has contributed 
the most, or possibly hindered entrepreneurial 
performances as a whole. Below is a brief outline, 
providing a strategized overview and synthesis of 
how the personal accounts relate, and contribute 
to the main areas under investigation:

Elements of Success – In their study, Rogoff , Lee, 
& Suh (2004) established that both internal and 
external factors can be classifi ed as determinants 
of entrepreneurial success, hence, indicating a 
true refl ection of the researchers’ own experience 
and interpretation throughout this study. Hedner 
& Abouzeedan (2011) supports this fact, in 
which they explain that most entrepreneurs see 
their failures and successes as somewhat self-
made; strengthening the fact that entrepreneurial 
thought and attitude patterns play a signifi cant role 
in overall entrepreneurial performance. In their 
study, Frese, Brantjes, & Hoon (2002) addressed 
certain psychological attributes, in which they 
found that aspects such as independence, 
innovation, and attitude towards risk and a 
competitive nature, have a unique linkage with 
entrepreneurial success. As a result, it directly 
relates to the personal and business success 
factors addressed in this study. Furthermore, the 
fi ndings and results obtained by Baum & Locke, 
2004, in addressing the impact of network ability, 
motivation, and religion/spirituality as success 
factors, confi rmed that each of them directly 
engages with entrepreneurial action as a matter of 
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fact. Th erefore, the ability of these entrepreneurs 
to consistently apply the confi dence for frequent 
interaction, whilst being outside of their comfort 
zones, classify network-ability and motivation 
as defi ning factors, directly aff ecting and 
encouraging both personal and entrepreneurial 
performance (Baum, Locke, & Smith, 2001). 
Benzing, Chu, & Kara (2009) continues and states 
that, although previous studies in business might 
have addressed certain success factors, current 
studies will continue to diff er, as far as addressing 
the diff erent kinds of variables, which formulise 
these success factors. Th erefore, when looking at 
religion/spirituality as an overarching personal 
and business success factor, it certainly represents 
the rising belief that entrepreneurs’ psychological 
ability in placing confi dence and trust in a higher 
power. Th is not only expresses, but also produce 
immaculate resilience and performance ability, 
making these participants fi erce competitors, and 
the tremendous achievers that they currently are 
within South Africa’s agri-business sector.

Leadership in Entrepreneurship–Th e 
similarities in features between leadership and 
entrepreneurship has been extensively reviewed 
in the past (Ireland & Hitt, 1999; McGrath & 
McMillan, 2000; Meyer & Heppard, 2000); 
however, up to date, the biggest diff erence can 
still be categorised between the leadership skills 
of employed managers, against those of active 
participating entrepreneurs (Schumpeter, 1949). 
Th roughout this study, each of the participants 
certainly expressed a very strong leadership role, 
in which they consistently applied meaningful 
attributes from both a personal and business 
perspective. Th erefore, it became evident that each 
of them took full responsibility for their roles, and 
realized early on the positive eff ect it can have on 
daily performance procedures. Th us, the ability to 
have positively infl uenced individuals both inside 
and outside of the workplace certainly came across 
as a defi ning aspect, one that certainly separates 
these participants from employed managers. 
When looking at the success factors addressed in 
this study, each of them individually contributed 
and added tremendous value to the leadership 
styles of these participants. As Kempster & Cope 
(2010) stated, certain factors and characteristics 
are formed within entrepreneurs only during the 
entrepreneurial lifecycle, exemplifying the fact 

that in general, leadership ability will continue 
to diff er, but remain unique and accustomed to, 
depending on entrepreneurial experience and 
achievement in this regard. In support thereof, past 
studies have also found that eff ective leadership 
favours opportunity-driven entrepreneurs; 
those who are motivated towards achieving 
consistency, whilst constantly developing and 
enhancing their entrepreneurial capabilities 
(Cogliser & Brigham, 2004; Schumpeter, 1949). 
When addressing the deriving success factors 
which surfaced: education, commitment, 
responsibility, attitude, as well as determination, 
all of them contributed immensely towards the 
solidifi cation of the leadership skills and styles 
of these participants. From an early stage, these 
participants learnt the ups and downs of life and 
the impact it can have on entrepreneurial eff orts, 
allowing them the opportunity to grow into better 
individuals; accepting that change is part of life, 
and using this principle to lead their employees 
and businesses to be growth-orientated, along 
with establishing an encouraging environment at 
all times. Th us, entrepreneurial growth certainly 
played an over-increasingly important role in 
entrepreneurial leadership ability. As a result, 
each of the success factors addressed, developed 
into a signifi cant strategic advantage, resulting 
in the selected participants not being fi xed on 
the idea to only appear like leaders from the 
outside, but instead, acted out their leadership 
roles and responsibilities, taking ownership of 
their entrepreneurial eff orts, whilst expressing 
trustworthiness and true entrepreneurial spirit 
on their journey to achieve ultimate success.

Conclusions on Research Objectives 
Th e study succeeded in attaining the following 
research objectives as outlined below:

To determine the critical success factors present in 
achieving entrepreneurs. 
Each of the participants consisted of a number of 
both personal and entrepreneurial success factors; 
success factors so accustomed and powerful, that 
it gave each of the participants a tremendous 
strategic and competitive advantage over their 
entrepreneurial counterparts. In support thereof, 
participants also understood the criticality of 
these factors and exemplifi ed the importance 
of how these factors needed to be consistently 
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evaluated, refi ned, and strategically implemented 
over time. It also became evident that each of the 
success factors presented, uniquely contributed 
and added immense performance enhancement 
ability, along with adding tremendous value to 
the personas of each of the participants. Th us, 
confi dently said, each of the success factors 
presented highly contributed towards building 
a lasting entrepreneurial spirit; so resilient, that 
it sets the bar as being the ultimate benchmark 
for both current and future South African 
entrepreneurs to thrive off .

To examine the impact of these success factors on 
entrepreneurial leadership ability. 
Each of the participants truly expressed a 
great urge and passion towards whole-heartily 
sharing their entrepreneurial knowledge and 
expertise, both within and outside the workplace. 
Th erefore, the formation and refi nement of the 
success factors addressed, certainly shaped and 
gave clearer direction for these participants, 
moulding them and assisting them in making 
proper decisions; resulting in them leading their 
respective teams and businesses with better 
purpose and more authority. Also, the fact that 
the majority of them got exposed to certain life-
changing events and circumstances early on in 
their careers, positively changed the way they 
felt and acted towards certain things. As a result, 
this led to the establishment of highly infl uential 
leadership styles, completely diff erent from those 
of employed managers; in a sense that they lived 
out performance, rather than only monitoring 
and guiding performance. Th us, the evolvement 
of eff ective entrepreneurial leadership ability can 
be highly attributed to the level of refi nement of 
each of the individual success factors and their 
internal drivers respectively.

8. MANAGERIAL IMPLICATIONS 
Th is study not only purposefully addressed, 
but also strategically exposed a variety of 
performance-enhancing factors that are believed 
to encourage both performance and leadership 
ability among entrepreneurs. Although the 
specifi c area of research is still in its developing 
stage, especially in the context of South Africa, 
the fi ndings from this study are expected to be 
of great signifi cance towards both practicing 
entrepreneurs and academicians. Below, follows a 

brief outline of the managerial implications which 
are believed to be most relevant for the purpose of 
this study:

a. Achieving entrepreneurs are committed 
towards continuous education, as it drives  
consistent growth in their careers. It is therefore 
encouraged that businesses, policy-
makers,  government, and educational 
institutions should sustain their current 
eff orts,  and  develop more advanced 
options and resources towards ensuring 
proper  entrepreneurial  education, 
training, and mentoring opportunities. 

b. A strong level of commitment develops 
courage which in turn drives improved  
workplace  effi  ciency. It is therefore advised 
that entrepreneurs delineate their focus 
towards doing the  little things right, as it 
creates the ability to look at bigger tasks in a 
more opportunistic  way, rather than 
presenting itself as a threat or mode of  
discouragement. 

c. Th e ability to take full responsibility for 
one’s own and organisational actions leads 
to the  establishment of trusted ethics 
and better control within and outside the  
workplace. It is  therefore recommended 
that entrepreneurs take charge and create a 
more  solidifi ed  foundation when 
it comes to not only their own principles and 
value systems but also those  of the 
organisation or enterprise. Th is will eliminate 
unethical  deeds and indecisive  de c i s ion-
making under pressurised situations. 

d. A positive attitude reaps confi dence which 
drives the ability to better approach  
entrepreneurial challenges. It is therefore 
noteworthy that a fi reproof attitude comes  
with experience and takes time to develop; 
thus, critical steps should be taken into  
training and moulding entrepreneurs during 
the beginning phases of their careers that  
certain  obstacles will be faced, and that 
prior training and knowledge on how to  
approach  these events will be essential 
towards their long-term success. 

e. High levels of determination towards 
entrepreneurial activity allow for consistent  
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progress which in turn allows for better task 
execution. It is therefore encouraged that  
entrepreneurs delineate their focus towards 
each individual task at hand, as a too  
broad of a  focus can result in a lack of 
consistency. Steps should be taken towards  
creating  entrepreneurial platforms that 
provides guidance on how entrepreneurs can 
better  prioritise within and outside the 
workplace. 

8. CONCLUSION 
Findings from this study clearly indicate 
that South Africa requires a diff erent type of 
leadership approach, ability, and skill among its 
rising entrepreneurs. Th e continuous decline 
in new business activity along with the severe 
incline in national unemployment leads to the 
fact that somewhere, somehow, something is 
fundamentally wrong, and needs drastic attention 
to prevent further deterioration of the country’s 
current economy. It, therefore, exemplifi es the 
fact that entrepreneurs get better trained and 
equipped on the necessary elements required to 
progress effi  ciently during times of uncertainty. 
Th is study successfully set out and identifi ed a 
unique pathway towards identifying the critical 
success factors required to surpass the current 
barriers of struggle, in which a group of highly 
eff ective performance-enhancing factors was 
explored, refi ned, and presented for driven 
entrepreneurs to evaluate and implement into their 
daily lives and business endeavours. Th e unique 
and strategic combinations between each of the 
factors addressed, verifi ed and clearly explained 
its close connection with entrepreneurial 
leadership ability and performance in this 
regard. Th e powering eff ect of the accustomed 
internal drivers to each of the factors presented 
also paves a gateway on what type of mental 
approach is required of achieving entrepreneurs 
to be able to create stability. Th erefore, the results 
obtained, examples used, and the personal 
experiences, perspectives, feelings, and beliefs 
shared throughout the execution of this study, 
certainly paved the way towards what can be 
accomplished by South African entrepreneurs, 
if a more strategized entrepreneurial approach 
is initiated. As a result, this study encourages 
further research on each of the factors addressed, 
as a more detailed exploration will surely provide 

value-added relevance that might give further 
rise towards developing stronger entrepreneurial 
leaders as a whole.
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ABSTRACT 
Sustainability becomes increasingly important in 
organisations, and this is also true for the South 
African Hospitality Industry (SAHI) as it is still 
suff ering from sustainability issues that aff ect 
their performance and growth. Several hotels in 
South Africa are challenged with multiple issues, 
particularly with respect to the environment 
and social aspects. To deal with these concerns 
on a managerial level, this paper discusses the 
Sustainability Balanced Scorecard (SBSC) which is 
an extension of the traditional Balanced Scorecard 
(BSC). Th erefore, through a literature review, the 
paper identifi es the environmental and social 
issues in hotels, then investigates the possibility 
of implementing the SBSC in SAHI. Th e fi ndings 
theoretically demonstrated three possibilities 
of implementing the SBSC in the hotel industry 
especially, integrating environmental and social 
aspects into the conventional BSC, introducing 
a sustainability perspective and developing a 
standalone environmental or social scorecard. 
Th e paper concludes that these three methods are 
eff ective and could be also applicable solutions for 
the SAHI, depending on the kind of the problem 
and the way how one wants to deal with it.

Keywords: Sustainability Balanced Scorecard 
(SBSC), South Africa´s hospitality industry 
(SAHI), hotels, sustainability, environment, so-
cial. 

1. INTRODUCTION 
Sustainability is a crucial value of organisations 

(Kalendera and Vayvaya, 2016:80). It helps 
organisations in managing the ecological, social 
and economic issues and infl uencing their future 
(Zavodna, 2013:112). Th erefore, there is a need 
for an increased interest and consideration 
of sustainability integration into everyday 
organisational operations.

Th e same is true for the hospitality industry 
including hotels and other temporary housing 
institutions being its most signifi cant constituents 
(Mbasera, et al, 2016:1): While its growth is 
signifi cantly remarkable (Rambe, et al, 2016:599), 
it is challenged by the industry’s devotion to 
constant economic development, sustainability 
issues and the delineation of sustainability and 
sustainable consumption as well as (Jones, et al, 
2016:36; Greenberg and Rogerson, 2018:93). 
In line with this, some aspects of performance 
management should be taken into account to 
overcome the sustainability challenge faced by 
the industry with the purpose of developing the 
sector. Hence, it might be advantageous to address 
these aspects simultaneously to get sustainable 
outcomes.

In fact, every day, the hospitality industry 
deals with environmental issues like excessive 
consumption of (and, therefore, higher cost 
for) energy, water and other resources as well as 
regular wasteful systems and functioning routines, 
aff ecting customers and harming consciousness 
(Charalambous, et al, 2012; Hoogendoorn, et al, 
2015:123; Ismail and Rogerson, 2016:1; Kasim, 
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et al, 2014:1093-1094; Mbasera, et al., 2016:1). 
Some of the impacts of hotels on the environment 
can be reduced by greening (Smith and Leonard, 
2018:480), and, restricting energy and water usage 
are acknowledged to be appropriate sustainable 
practices supporting the established and constant 
attempt to manage costs (Bruns-Smith, et al, 
2015:1).

Nortjé, et al. (2014:52) suggested that South 
African organisations should develop an extensive 
sustainability approach for the minimisation of 
unconstructive ecological impacts, and indeed, 
the South African Hospitality Industry (SAHI) 
is driven to address natural environment issues 
as well (Rambe, et al, 2016:599; Doherty, 2013). 
Th erefore, although reporting sustainability is 
not compulsory for South Africa organisations 
(Nortjé, et al, 2014:54), SAHI might require 
sustainability methods suitable to address and 
report its environmental problems. Hence, this 
might call for the implementation of sustainability 
performance measurements to address these 
issues.

One of the methods applied for organisational 
performance measurement is the Balance 
Scorecard (BSC) (Luft , 2009:307). It looks at the 
organisation from four perspectives, i.e. from 
the fi nancial, customer, internal business, and 
innovation and learning perspective (Kaplan 
and Norton, 1992). Yet, the ecological and social 
facets as central mainstays of a sustainable 
organisation have been disregarded in the initial 
BSC scheme (Sitawati, et al, 2015:51; Kalendera 
and Vayvaya, 2016:79). Th en Figge, et al. (2001, 
2002) proposed the integration of environmental 
and social aspects into the BSC. Later on, Hansen 
and Schaltegger (2016:196) professed the BSC 
as a suitable instrument clarifying sustainability 
issues. Th us, the incorporation of environmental 
and social aspects into the conventional BSC 
perspectives has extended the tool to develop the 
SBSC (Sands, et al, 2016:159). Th is affi  rms that 
the SBSC has a high prospective in answering the 
problem of assimilating the ecological and social 
features into the organisation’s fundamental 
management (Kalendera and Vayvaya, 2016:82). 
Finally, the SBSC as an extension of the BSC is 
the response to the rising question regarding 
sustainability questions (Chaker, et al, 2017:4226).

Th e SBSC is an eff ective performance 
measurement instrument. To enumerate, it is able 
to

• assess the organisational sustainable 
performance (Kalendera and Vayvaya, 
2016:77), 

• designate ecological and societal indicators 
(Figge et al, 2002:278) as well as select simple 
measures (Reefk e and Trocchi, 2013:821),

• manage environmental and social aspects 
(Figge et al, 2002:272),

• identify strategic social and ecological 
determinations within an organisation (Lu, et 
al, 2018:10),

• promote and measure sustainability 
achievements (Rodrigues, et al, 2016:416),

with the result of infl uencing and benefi ting 
managers’ decision making (Huang, et al, 
2014:19). Furthermore, Jassem, et al. (2018:6) 
supposed that information generated from diverse 
SBSC perspectives could advance organisational 
performance.

Over the long term, organisations are frequently 
infl uenced by several non-fi nancial constraints 
including environmental and social issues 
(Hansen and Schaltegger, 2016:196). Th erefore, 
this paper seeks to address major sustainability 
problems (in particular of ecological and societal 
nature) facing the SAHI and to investigate 
diff erent ways of implementing the SBSC in this 
industry to address such issues associated with 
its performance and its growth. Th e fi ndings 
are expected to acknowledge the SBSC as an 
instrument for expanding sustainability reporting 
and measurement in the SAHI.

Th e remaining part of the paper is presented as 
follows: Section 2 focuses on the literature review 
with subsection 2.1 addressing sustainability 
problems in the SAHI and subsection 2.2 the 
SBSC. Learnings from the reviewed literature 
are presented in section 3. Th e managerial 
implications are stressed in section 4, while 
section 5 concludes the paper and provides 
directions for future research.
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2. LITERATURE REVIEW 
At fi rst, this literature review focuses on 
sustainability management problems, in 
particular environmental and social issues in the 
South African Hospitality Industry (SAHI). On 
this basis, it tries to identify feasible anchor points 
for an SBSC implementation with the possibility 
of solving these problems. Aft erwards, the SBSC 
and its potential eff ectiveness in solving particular 
environmental and social issues of the SAHI are 
discussed, followed by the illustration of SBSC 
implementation and its impact on the hospitality 
industry.

2.1 Sustainability problems in the South African 
Hospitality Industry (SAHI) 
Over the long term, organisations are frequently 
infl uenced by several non-fi nancial constraints 
including environmental and social issues 
(Hansen and Schaltegger, 2016:196). To this 
end, addressing sustainability issues regarding 
organisational operations is essential (Reefk e 
and Trocchi, 2013:812). Th erefore, some major 
ecological and societal problems relative to the 
SAHI are identifi ed and discussed in this sub-
section, taking in mind whether they could be 
addressed by employing the SBSC. Some aspects 
of tourism are also considered since tourists oft en 
stay in hotels.

For example, the SAHI faces energy diffi  culties 
including energy dispossession leading to 
frequent suspensions of activities in small hotels 
(Machete, et al., 2015:301), low input on energy 
consumption (ibid., 2015:303-304), and power 
defi ciencies caused by energy crunches (Donev, 
et al., 2012:3010, 3012). Moreover, Machete and 
Morakinyo (2017:192) found ineffi  ciencies of the 
energy saving tools, leading to failure in reaching 
sustainability standards. Th ese issues might 
have perilous environmental infl uences on the 
surrounding areas and the community. Th erefore, 
there is a need for addressing it and limiting its 
eff ects.

Besides this, the SAHI experiences related 
social problems in some areas in South 
Africa, in particular with respect to social and 
environmental inequity. As an illustration, 
Cohen and Olsen (2013:245) as well as Mhlanga 
(2018:1, 8 9) described the inadequacy of the 

operational hospitality environment, workers’ 
satisfaction, consumer service outcomes and 
competitive performance as well as the lack of 
meeting reliability measurements (in terms of 
the delivery of reliably and precisely promised 
service, considerate and customised customer 
care, knowledgeable and polite service providers) 
and suggested that the industry should cultivate 
procedural and human subsystems to overcome 
these defi ciencies.

Further, tourism, greening, ecology and 
sustainability knowledge and applicability are 
aff ected by the following factors requiring some 
improvements:

• slow progress in the achievement of the 
ecological harm alleviation (Hoogendoorn, et 
al., 2015:132); 

• little comprehensive examination in the 
progressive paths towards sustainable 
tourism standards (Strambach and Surmeier, 
2013:736); 

• very limited participation of black groups 
in both tourism production and tourism 
products consumption (Butler and Rogerson, 
2016:265);

• very low commitment in eff ectively 
implementing sustainability in the industry 
(Idahosa, 2018:259). 

Moreover, Sucheran (2015:168) asserted the 
following obstructions from implementing 
sustainable practices to be overcome such as:

• the privation of knowledge and profi ciency, 
assets, of government succour, legislation and 
regulation and 

• high expenses
Above all, sustainability management and 
practices might demand appropriate regulations 
for particular cases. For instance, Kokt and van 
der Berg (2013:180, 193) revealed

• the non-appearance of eff ective 
implementations of HIV and AIDS policies in 
South Africa

• the commonness of HIV and AIDS-infected 
personnel, and



294
WWW.IBC-CONFERENCE.COM

• that only a minority of employees had the 
consciousness on the current HIV and AIDS 
policy, however, they do not completely 
understand the policy specifi cations.

Furthermore, the South African hospitality 
industry suff ers from high staff  turnover, and 
lengthy and worsening strenuous operational 
hours (Kokt and van der Berg, 2013:180).

2.2 Sustainability Balanced Scorecard (SBSC) 
Aft er a short overview, this section shall introduce 
various architectures of the SBC before it discusses 
them in detail.

2.2.1 Overview
Many successful organisations value the 
signifi cance of performance measurement 
and its inputs on organisational performance 
improvement (Mbala, 2016:4). Th us, Kaplan and 
Norton (1992) developed the Balanced Scorecard 
(BSC) to measure organisations’ performance. 
Th is performance measurement tool

• does not only look at fi nancial outcomes, but 
encompasses four perspectives: fi nancial, 
customer, internal business processes, and 
learning and growth (Biswas, 2013:89); 

• measures performance through these four 
perspectives (Tsalis, et al., 2015:283), and, 
therefore,

• includes both, fi nancial and non-fi nancial 
measures (Abdullah, et al., 2013:134).

In each perspective, objectives, measures and 
targets, as well as strategic initiatives, were 
suggested to be included (Kaplan and Norton, 
1996:76; Tsalis, et al., 2015:283). As such, the 
BSC is meant to be a performance measurement 
system and a strategic control system translating a 
fi rm’s strategic goals into a set of rational measures 
and feasible actions (Zhao and Li, 2015:570). 
Nevertheless, it ignores the important aspect of 
sustainability in performance evaluation (Lu, et 
al., 2018:9). Th is calls for a tool able to deal with 
sustainability issues.

Th erefore, the SBSC has been developed from 
Kaplan and Norton‘s conformist BSC method, 
encouraging the measuring, management and 
reporting of sustainability strategy outcomes of 
organisations as well (Tsalis, et al., 2015:283). 

It has been found to be helpful in solving 
organisations’ challenges and supporting 
organisational sustainability strategy (Journeault, 
2016:214). In the following, its possible variants 
shall be discussed.

2.2.2 Designing the Sustainability Balanced 
Scorecard (SBSC) architecture 
Figge, et al. (2002:273-275) suggested three basic 
probabilities of assimilating the ecological and 
social aspects in the BSC, namely:

• the incorporation of these aspects into the 
existing four standard outlooks; 

• the supplement of a new perspective taking 
into account these two facets and 

• the design of a particular environmental and/
or social scorecard. 

Obviously, the selection of these SBSC alternative 
methods depends on some fundamental 
aspects that should be denoted within the tool. 
For instance, the alignment of management 
priorities, objectives and visions towards profi ts 
are represented by the SBSC architecture (Hansen 
and Schaltegger, 2018:937, 949). However, the 
application of these three methods depends 
on the distinctive ecological and social issues, 
particular organisational division and its strategic 
environmental and social aspects (Nortjé, 
2014:55, 58). In line with this, hotels need to 
check which one of the three methods addresses 
their sustainability problems in the best way, 
taking their objectives and the sustainability 
situation they are operating in (and its urgency) 
into account.

2.2.3 Integration of environmental and social 
aspects into the existing four Balanced Scorecard 
perspectives 
In line to the above discussions Figge et al. 
(2002:273-274) subsumed the ecological and 
social aspects into the four customary perspectives 
and found its particular relevance for strategic 
ecological and societal aspects that are already 
assimilated in the market system. In the same way, 
Sands, et al. (2016:154, 170) assimilated the social, 
environmental and innovation processes under 
the four BSC perspectives and discovered several 
positive noteworthy direct or indirect relations 
between and within the four SBSC perspectives. 
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Th ey suggested that managers should

• off er adequate sovereignty to internal 
processes adjustment, 

• commit aff ectively to their organisations, 
• be properly trained relatively to the particular 

issues aff ecting performance and 
• have a worker performance process connecting 

to critical achievement aspects in a clear way. 
Nonetheless, Jassem, et al. (2018:2) acknowledged 
the non-existence of clearness regarding the 
relevant facets constituent the SBSC and ways to 
accomplish them. Hence, relying on the nature of 
its sustainability issues, the SAHI might assimilate 
its environmental and social aspects into the four 
conventional layers especially. Th is might help in 
linking these two aspects with probable results of 
solving both, environmental and social issues at 
once. To this end, hotels managers’ involvement 
might be required. Moreover, there is a need for 
identifying evidently the ecological and social 
issues faced by SAHI. Th is might assist the 
industry in focusing on the areas that really need 
its attention and corrective measures.

1. Environmental aspects 
• Sustainability is considered as the chief strategy 

leading to an environmental competitive 
advantage (Kalendera and Vayvaya, 2016:80). 
Accordingly, the way of managing the hotel´s 
environmental impact might require the 
formulation of appropriate strategies that 
could be applied on a daily basic. Hence, it 
makes sense to include environmental and 
green strategies already in the traditional BSC 
perspectives (Zavodna, 2013:112). Processes 
can become more environmentally friendly 
if it is possible to increase the output for a 
given quantity of natural resources or if one 
can achieve the same output by consuming 
less natural resources (cp. also Sands, et al., 
2016:161, Busco et al., 2010). Th is aff ects both 
the internal process perspective as well as the 
fi nancial one. 

• Obviously, the future organisational 
economic existence is aff ected by profi tability, 
competitiveness, markets and products, 
reputation – all of them are infl uenced by 
environmental issues; their consideration 

might be even required explicitly by 
stakeholders and customers (Kalendera and 
Vayvaya, 2016:77; Hansen and Schaltegger, 
2016:199, 202; Jamali, 2008:214; Sundin et al., 
2010:205). Hence, both the fi nancial as well as 
the customer perspective need to take these 
aspects into account. 

• Since this oft en also necessitates training and 
learning for the managers and employees, 
it means that the learning and growth 
perspective is directly impacted as well. 

Hence, the integration of environmental issues 
into the four traditional BSC perspectives of a 
hotel might lead to positive fi nancial outcomes, 
improvement of service and a better reputation.

2. Social aspects 
According to Hansen and Schaltegger (2016:202), 
the introduction of societal issues into the 
traditional BSC perspectives can help organisations 
in making decisions regarding competition, 
efficiency, rational technical adaptation, market 
and ecological states, and it can even impact the 
organisation’s operative license and growth. With 
this in mind such integration reveals the value of 
BSC perspective as follow:

• Regarding the customer perspective, the 
relationship between customers’ desires and 
organisational involvement can increase 
customer value and organisational outcomes 
(Sands, et al., 2016:162), Th is allows for 
the achievement of societal expectations 
and organisational legitimacy (Hansen and 
Schaltegger, 2016:202). 

• With respect to the learning and growth 
perspective, the integration of social aspects 
assists organisations in achieving socially 
responsible outcomes including employee 
learning and achievement, employee 
ownership of their development and employee 
safety respect (Sands, et al., 2016:161). 

• Similarly, the internal process perspective 
can be amended with some of the identifi ed 
social responsibility aspects mentioned under 
the previous bullet (Sands, et al., 2016:161), 
leading to similar performance outcomes. 

Consequently, it might be necessary for SAHI to 
adjust their activities relative to their customers’ 
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desires and the hotels legitimacy. Th is might call 
for specifi c training programs that might allow 
managers and employees to transform their 
acquired knowledge to practical implementation 
in the hotels’ internal processes.

2.2.4 Introduction of an additional non-market 
perspective into the balanced scorecard 
Th e non-market perspective is labelled the 
fi ft h perspective approach and sustainability 
perspective (Kalendera and Vayvaya, 2016:80). 
Figge, et al. (2002:274-275) affi  rmed that building 
a sustainability perspective leads to fruitful 
implementation of the organisational strategy. 
Obviously, not only looking at an extension of 
the traditional four perspectives of a BSC, a 
separate sustainability perspective allows for an 
integrated view of sustainability aspects. It enables 
an organisation to see environmental and social 
issues not just as amendments to other aspects, 
but to integrate them as an individual objective 
and to deal with them holistically. Furthermore, 
its inclusion infl uences the other four perspectives 
and the organisational achievement from the 
external market system.

As an illustration, incorporating social aspects 
into the BSC, Zavodna (2013:116) and Lu, et al. 
(2018:9, 18) found:

• augmented employee satisfaction, 
• enhanced effi  ciency, 
• improved image and reputation, 
• healthier stakeholder relationships as the 

outputs of sustainability performance 
upgrading; 

• possibility of developing the awareness of 
areas requiring development.

On the other side, Jassem, et al. (2018:1) 
incorporated the ecological perspective into the 
old-fashioned BSC and discovered that merging 
the eff ect of both, eco-effi  ciency and SBSC 
information infl uenced ecological investment 
decision-making.

Finally, the importance of all the social, the 
environmental and the economic responsibility 
together as an organisational objective is 
highlighted by the sustainability perspective 

(Kalendera and Vayvaya, 2016:80). Th us, the 
sustainability perspective seems to be the most 
fl exible approach of the SBSC since it is able 
to deal with all aspects of sustainability in an 
individual manner and together.

Th e integration of ecological and social 
responsibility as an own perspective in addition 
to the traditional BSC perspectives, make it easy 
to let them become part of the organisation´s 
objective system (Boerrigter, 2015:4). In an 
environment of increasing regulations and 
stakeholder (incl. customer) expectations, this 
may lead to an improvement of products and 
infl uence the organisation´s reputation, even their 
operative license and eventual growth (Hansen 
and Schaltegger, 2016:199, 202-204; Jamali 
2008; Sundin et al. 2010). With this in mind, the 
SAHI need to incorporate the environmental 
aspect into the BSC alone only when addressing 
environmental issues, likewise the social one alone 
when addressing social issues. Th e ecological and 
social features might be necessitated by SAHI 
particularly when addressing the sustainability 
issues simultaneously.

2.2.5 Deduction of a derived environmental and 
social scorecard 
Figge, et al. (2002:275) saw it as unfeasible to 
develop an environmental and social scorecard 
parallel to the conventional BSC. Th us, they 
acknowledged the ecological or social scorecard 
included ecological and social facets. It was 
emphasised that the contents of an ecological 
or social scorecard are generated from a current 
BSC system and can be used to:

• manage, organise and distinguish the 
ecological aspects from the social ones (Figge 
et al, 2002:275) as well as to 

• elucidate the connection between an internal 
service unit with the organisational and 
divisions strategies, and their scorecards 
(Kaplan and Norton, 2001:48). 

Johansson and Larsson (2015:3,43-44) esteemed 
its eff ectiveness in having its own priorities, in 
using resources, and in implementing precise 
organisational requirements that are related to 
the synchronous BSC. In a standalone scorecard, 
performance indicators reveal the condition 
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of organisational, divisional or individual 
evolution at the overall levels of organisations 
and emphasise the signifi cance of ecological and 
social accountability (Popova and Sharpanskykh, 
2010:416; Epstein & Wisner, 2001).

Obviously, all the mentioned reasons might be 
valid for hotels as well.

3. IMPLEMENTATION OF THE 
SUSTAINABILITY BALANCED 
SCORECARD (SBSC) IN THE SOUTH 
AFRICAN HOSPITALITY INDUSTRY 
(SAHI) 
SAHI has the possibility of using any SBSC model 
relatively to the kind of sustainability issues it 
intends to solve. Th erefore, the following sections 
may give ideas which kind of SBSC as described 

under 2.2 might be appropriate for which type of 
sustainability problems.

3.1 Integrating environmental and social 
aspects into the four traditional aspects of a 
SAHI Balanced Scorecard 
Figure 1 below presents an illustration of a SAHI 
SBSC framework integrating environmental and 
social aspects for a hotel.

In fact, many environmental and/or social 
problems in hotels can already be addressed 
within the traditional BSC perspectives. For 
example, a lot of environmental issues like the 
management and assessment of natural resources 
consumption (water and energy) and other 
environmental facilities (Wi-Fi, air-conditioning, 
communication and television accessibility) refer 

FIGURE 1: INTEGRATION OF ENVIRONMENTAL AND SOCIAL ASPECTS INTO A TRADITIONAL BSC  

Source: Own, amending the original BSC framework (Kaplan and Norton, 1992:76) by additional environmental and social 
aspects in each of the perspectives (the non-sustainability aspects are not broken down)
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to the internal processes of hotels and have also 
consequences for their profi tability, so that could 
be well-fi tted under the internal processes and 
the fi nancial perspective.

Other problems like the failing to deliver on 
service delivery promises (as reported e.g. by 
Mhlanga, 2018:1, 8 9), customised customer 
care, (environmental and social) expectations 
and assurance are typical aspects that could be 
incorporated into the customer perspective. 
In the same way, dealing with the aspects of 
knowledgeable and polite service providers who

• are motivated in learning about and 
understanding of environmental subjects as 
well as their negative impacts, 

• know to deal with the ineffi  ciency of 
energy saving tools, the failure of reaching 
sustainability requirements and the slow 
evolution in the accomplishment of the 
environmental harm alleviation (as reported 
by Machete and Morakinyo, 2017:192; 
Hoogendoorn, et al., 2015:132; Idahosa, 
2018:259),

• have the skills in managing the hotel´s 
environment as well as the environmental 
information systems, databases and networks, 

• live and environmental culture and leadership, 
falls und the learning and growth this perspective.

3.2 Sustainability perspective within a SAHI 
Balanced Scorecard 
As discussed earlier, addressing sustainability 
aspects in a fi ft h perspective of an BSC can be very 
helpful to see environmental and social issues 
not only as an additional aspect when dealing 
with other issues, but allows for an individual 
emphasis in an integrated view on them, and, 
thus, for an holistic approach. Th is is illustrated 
in the following fi gure 2, which amends the 
original BSC framework by a fi ft h perspective for 
sustainability aspects.

For example, an environmental sustainability 
perspective can be used to address the problems 
of extensive resource consumption, waste and 
energy diffi  culties such as power defi ciencies and 
load shedding by putting a special emphasis on 
them and treating them together in a coordination 

with other aspects mentioned under the other 
perspectives. Th is means strategies could be 
formulated to reduce negative infl uences like 
operations interruption during an incident. To 
overcome such limitations, a fi ft h perspective 
means that hotels would look at environmental 
aspects equally important in decision making 
processes. Th is could mean in the mentioned 
example that one uses generators or develops 
eff ective energy saving systems not only from a 
profi tability point of view, but also because one 
wants to give the environment a special emphasis 
and achieve the sustainability standard.

In a like fashion, the social sustainability 
perspective can be used to address issues of 
a particular social importance, but still in an 
integrated view with the other targets. For 
example, with respect to the problem mentioned 
by Kokt and van der Berg (2013:180, 193) related 
to employees and guests infected with HIV and 
AIDS, this could mean:

• empowering their performance and 
involvement in hotel activities as well as their 
integration with their fellows,

• ensuring health care through medicine 
allocation and medical aid insurance,

• providing training programmes which would 
assist employees in understanding and 
implementing HIV and AIDS policies within 
a professional environment,

• increasing awareness, and responsibility 
regarding problems resulting from a work 
environment where colleagues as well as 
customers could be infected with the disease.

One would not only do so because this leads to 
increased target fulfi lments regarding the other 
perspectives of a (traditional) BSC, but also 
because one recognises this as a social problem, 
which one wants to solve just because one 
recognises the social importance of it.

3.3 Derived Environmental and Social 
Scorecard 
It has already been mentioned that energy and 
resource consumption, as well as excessive waste, 
may be dealt with by amending the traditional 
perspectives. However, if it becomes such an 
issue for the hotel that for example repeated load 
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shedding aff ects the whole operations of a hotel 
(Machete, et al, 2015:301, 303-304; Donev, et al., 
2012:3010, 3012), then it could also be a good 
justifi cation for introducing an environmental 
scorecard.

Th e same is true if a hotel wants to address 
certain categories of customers: If it wants to be 
accepted e.g. as an Eco-Hotel, or wants to follow 
paths towards sustainable tourism standards (as 
discussed by Strambach and Surmeier, 2013:736), 
then the responsibility for sustainability issues 
would be so important that a standalone scorecard 
could make a lot of sense. Following this idea, the 
design of the derived environmental and social 
scorecards suitable to the SAHI is presented 
below in the fi gures 3 and 4:Similarly, to the 

environmental scorecard, also a social scorecard 
might help to deal with important social issues. 
Th is can make sense in particular in the South 
African environment, if a hotel wants to deal for 
example with a bad media coverage because of 
social issues (race-related, dealing with staff  or 
certain groups of customers), or if it is situated 
in social hotspots (the already mentioned AIDS/
HIV problem would fall into this category as 
well).

4. MANAGERIAL IMPLICATIONS FOR 
THE SOUTH AFRICAN HOSPITALITY 
INDUSTRY (SAHI) 
Like other industries the SAHI is dealing with a 
lot of sustainability aspects. Hence, employing 
the SBSC as a performance measurement tool 

FIGURE 2: FRAMEWORK OF AN INTEGRATED ENVIRONMENTAL SUSTAINABILITY PERSPECTIVE 

Source: Own; amending the original BSC framework (Kaplan and Norton, 1992:76); Object = objectives, Meas = measures, 
Targ = targets and Init = initiatives.
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that explicitly takes social and/or environmental 
aspects into account, has genuine managerial 
implications. Depending on the given situation 
and the objectives to be followed, South African 
hotels could implement the SBSC in the three 
ways which were already proposed by Figge, et al. 
(2002:273-275) for other industries:

• the incorporation of these aspects into the 
existing four standard outlooks; 

• the supplement of a new perspective taking 
into account these two facets and

• the design of a particular environmental and/
or social scorecard.

Each one of them has been illustrated in a way 
suitable to the SAHI. Using them, would assist in 
addressing and solving sustainability management 
problems faced by the industry.

According to Cox et al. (2003:142) a measurement 
system provides quantitative or qualitative 
performance outcomes. Th is is already fulfi lled 
by the Balanced Scorecard (BSC), that combines 

these aforesaid outcome measures for the 
traditional four perspectives (Norreklit, 2000:68). 
In the same way, the SBSC has the potential 
of providing quantitative and qualitative 
sustainability performance outcomes, which 
can be used to demonstrate the organisational 
sustainability performance.

Obviously, as explained under section 3, all these 
variants could make sense and allow for measuring 
of and dealing with certain sustainability aspects 
which otherwise might not have been considered. 
Th erefore, the managerial implications of this 
study are very high.

5. CONCLUSIONS 
Th is paper, based on a literature review discusses 
sustainability issues in the SAHI and how a 
possible implementation of the SBSC can help to 
address such issues associated with performance 
in the SAHI. Th eoretically there are three 
traditional possibilities of implementing the 
SBSC which can also be used in the SAHI:

Environmental Standalone Scorecard
Strategy and Vision

Ecological Aspects Objectives Measures Targets Initiatives
Water
Energy
Room services
Wi-Fi accessibility 
…

FIGURE 3: FRAMEWORK OF STANDALONE ENVIRONMENTAL SCORECARD SUITABLE TO THE SAHI 

Source: Own, derived analogously to the perspectives of the BSC framework (Kaplan and Norton, 1992:76)

Social Standalone Scorecard
Strategy and Vision

Social aspects Objectives Measures Targets Initiatives
Guests health
Guests safety
Employees health
Employees safety
…

FIGURE 4: FRAMEWORK OF STANDALONE SOCIAL SCORECARD SUITABLE TO THE SAHI

Source: Own, derived analogously to the perspectives of the BSC framework (Kaplan and Norton, 1992:76)
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• integrating environmental and social aspects 
into the four traditional perspectives of the 
conventional BSC,

• introducing sustainability as a fi ft h perspective 
into the BSC or

• developing a standalone environmental and/
or social scorecard.

Obviously, all these variants are valid and 
applicable alternatives and allow for measuring 
of and dealing with certain sustainability aspects 
which otherwise might not have been considered. 
It depends on the given environmental/social 
situation and the kind of the problem as well as 
the hotel´s objectives (e.g. positioning as an Eco-
Hotel or addressing sustainable tourism or “just” 
being a hotel following traditional profi t aspects) 
which variant might be the appropriate one.
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ABSTRACT 
Background: Extensive literature suggests that 
innovation is important to an organisation’s 
continued existence and that performance 
appraisal (PA) is an antecedent to innovation. 
Th e absolute importance of PA, and PA as 
an antecedent amongst other antecedents to 
innovation is not satisfactorily defi ned. Aim: 
Th e aim of this study is to specify the absolute 
and relative importance of PA as an antecedent 
to innovation, not only in organisations, but 
also across organisations. Setting: Th is study 
contextualises the PA-innovation relationship 
within the South African environment, across 
53 organisations and more than 3 000 randomly 
selected employees. Methods: A cross-sectional 
survey design, focusing on quantitative data, 
was used to investigate the PA-innovation 
relationship. Th e hypothesis of the PA-innovation 
relationship being universalistic, contingent, 
or confi gurational, was investigated, using 
correlation and regression analyses. Results: Across 
organisations, PA declares 6.3% of the variance 
in innovation. A signifi cant  PA-innovation link 
was established in approximately 30% of the 
organisations. Amongst the selected antecedents, 
PA was the least oft en most important driver of 
innovation, with proactive personality having 
most oft en a signifi cant infl uence (in almost 90% 
of the organisations). Th ere is some support for 
the confi gurational perspective though evidence 
supportive of the universalistic and contingent 
perspectives was absent. Conclusion: Th e study 
revealed that the absolute and relative importance 
of PA as an antecedent to innovation is small, in 

general and across organisations. Th e results are of 
signifi cance as it presents evidence on the relative 
weight of PA in fostering innovation, which is low 
compared to competing antecedents.

Keywords: Corporate entrepreneurship, hu-
man resource models, innovation, performance 
appraisal, proactive personality, South Africa, 
transformational leadership 

BACKGROUND 
Widespread literature indicates that, in the 
present economic climate, innovation is critical to 
an organisation’s sustained success (Abbaspour, 
2015; Runfeng, 2011). Abbaspour (2015) and Le 
Bas and Lauzikas (2009) argue that innovation 
is a signifi cant factor infl uencing organisational 
performance and that it is compulsory for every 
organisation. In addition, Akman and Yilmaz 
(2008) and Ling and Nasurdin (2011) recognise 
innovation as a fundamental success factor in a 
progressively competitive international business 
setting. Competitive advantage and growth can 
be attained and sustained only through periodic 
or continuous innovation (Abbaspour, 2015; 
Le Bas, & Lauzikas, 2009). By the same token, 
Wu, Sears, Coberley and Pope (2016) contend 
that innovation, along with other variables 
such as collaboration, are viewed as sources of 
competitive advantage.

Numerous studies examine the diff erent 
constructs that infl uence innovation. Some of 
these constructs are: organisational climate 
(Michaelis, Stegmaier, & Sonntag, 2010; Shanker, 
Bhanugopan, & Fish, 2012), organisational design 
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(Michaelis et al., 2010), organisational culture 
(Michaelis et al., 2010; Tipu, Ryan, & Fantazy, 
2012), leadership (Al-Husseini, & Elbeltagi, 2012; 
Tipu et al., 2012), performance appraisal (PA) 
(Aktharsha, & Sengottuvel, 2016; Choi, Moon, & 
Ko, 2013; Dalota, & Perju, 2010; Ling, & Nasurdin, 
2011; Runfeng, 2011), proactive personality 
(PP) (Seibert, Kraimer, & Crant, 2001; Tai, & 
Mai, 2016), and other human resource practices 
(HRPs) (Aktharsha, & Sengottuvel, 2016; Dalota, 
& Perju, 2010).

PA is responsible for innovation, as indicated in 
the preceding paragraph. Th is assertion is also 
supported by the work of Dalota and Perju (2010), 
and Shipton, West, Dawson, Birdi, and Patterson 
(2006) who found that PA, among other individual 
HRPs, contributes to innovation. It is interesting 
to note that PA may also have an indirect eff ect on 
innovation. Aktharsha and Sengottuvel (2016), 
for example, suggest that PA is a signifi cant 
predictor of knowledge sharing behaviour. Th ese 
researchers also found that knowledge sharing 
behaviour plays an important role in predicting 
innovation (Aktharsha, & Sengottuvel, 2016).

Evidence of empirical research on the link between 
PA and innovation is limited. Matookchund 
(2019) reports that, in general, PA contributes 
between 3.8% and 5.7% to the variance in 
innovation. In considering the coeffi  cient of 
determination in other studies, we fi nd – Bal, 
Bozkurt and Ertemsir’s (2014) study to have 
revealed that 24.9% of the variance in innovation 
can be declared by PA. Shipton et al. (2006), 
meanwhile, report that PA explains 18.5% of the 
variance in product innovation and 15.2% of the 
variance in innovation in technical systems. In 
addition, Jimenez-Jimenez and Sanz-Valle (2005) 
report that 4.2% of the variance in innovation is 
contributed by PA.

Research on the link between PA and innovation 
is oft en fl awed as it is frequently based on data 
drawn from organisations pooled together as 
a single unit. Th is means that the organisations 
concerned are not compared and that statistics 
per organisation are not provided. Th e research 
by Bal et al. (2014) made use of a pooled sample of 
48 organisations within Turkey and drawn from 
various sectors, such as health, media, textile, 

retail, and banking. Shipton et al.’s (2006) study 
investigated a pooled sample of 22 organisations 
within the United Kingdom and drawn from the 
manufacturing sector only. Also, with reference 
to samples, Jimenez-Jimenez and Sanz-Valle’s 
(2005) study involves a pooled sample of 376 
organisations from the Murcia region in Spain. 
Mark and Akhtar’s (2003) research, meanwhile, 
makes use of a pooled sample of 63 publicly listed 
organisations. Th e research by Choi et al. (2013) 
makes use of a global South Korean organisation 
that consists of 50 divisions with 177 000 employees 
active in various sectors, for example, chemical, 
global business, electronics, telecommunications, 
and mobile communications. For the current 
study, 53 organisations were selected as the 
sample, and the study is intended to explore the 
PA-innovation relationship across the various 
organisations.

Given the signifi cance of innovation, as 
highlighted previously, the examination of 
the PA-innovation relationship becomes a 
particularly pressing problem for organisations 
from an economic point of view, this due to 
the vast resources dedicated to PAs (Khoury, & 
Analoui, 2004; Nickols, 2007). In an article by 
Nickols (2007), the author provides an example 
of an organisation in which the annual costs of 
PA were conservatively estimated to be close to 
100 million US dollars. Furthermore, Nickols 
(2007) and Scullen (2011) suggest that there are 
costs associated with PAs other than time and 
money, such as reduced employee productivity, 
employee disappointment, employee stress, 
employee depression, reduced employee morale, 
and diminishing motivation. Th ese costs can 
impact negatively on an organisation’s bottom line 
when the appropriate value is not being derived 
from an organisation’s PA system (Khoury, & 
Analoui, 2004; Nickols, 2007; Scullen, 2011). 
Th e costs associated with undertaking PAs may 
be particularly high if the assessments are not 
employed for their usual intended purposes, as 
is the case in some South African organisations, 
where they are not utilised to determine 
performance bonuses.

RESEARCH PROBLEM 
Extensive literature indicates that, in the present 
economic climate, innovation is critical to an 
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organisation’s sustained success. Furthermore, the 
literature makes it clear that PA is an antecedent 
to innovation. However, suitable knowledge 
of the absolute importance of PA, on top of PA 
as an antecedent amongst other antecedents 
to innovation, is not well-defi ned, particularly 
so when investigating these phenomenon in 
diff erent organisations. Th is dearth of evidence 
concerning the PA-innovation link may result 
in the inapt allocation of resources to PA and, in 
turn, may hinder the organisation’s success.

AIM 
Th is study aims to investigate the signifi cance 
of PA as an antecedent to innovation in the 
workplace, focusing both on PA as a single 
construct and on the relative importance of PA 
as a driver of innovation, as compared to other 
antecedents of innovation, within organisations.

LITERATURE REVIEW 
Researchers and practitioners regularly discuss 
PA, and there is an abundance of interest and 
literature on PA. Ahmed, Mohammad and 
Islam (2013) state that PA plays a critical role 
with regard to progressive improvement in 
organisations, with Boswell and Boudreau (2000) 
and Walsh (2003) adding that PA is one of the 
most important HRPs utilised in organisations. 
Virtually all organisations worldwide utilise 
some sort of PA system (DeNisi, & Pritchard, 
2006; Kirner, 2006) and, for this reason, human 
resource professionals and researchers alike have 
devoted close to a century to PA research (DeNisi, 
& Pritchard, 2006; Siaguru, 2011).

Considering the particular uses of PA, studies 
(DeNisi, & Pritchard, 2006; Kirner, 2006) 
suggest that PAs are employed for a variety of 
reasons such as decision making with regard 
to compensation, promotions, retention, and 
developmental needs and that, if conducted 
eff ectively, can signifi cantly contribute to 
employee motivation and satisfaction. Kirner 
(2006) indicates that, initially, PA had only one 
purpose – that of evaluating merit – but that, over 
the decades it has evolved to include a multitude of 
purposes, namely enhancement of employee plus 
organisational results and eff ectiveness, coaching 
and development, pay and staffi  ng decisions, and 
legal documentation. Furthermore, Kirner (2006) 

argues that the PA system is a signifi cant part of 
the performance management process which 
links company goals and daily performance 
achievements, and individual development and 
rewards.

Research by Jimenez-Jimenez and Sanz-Valle 
(2005), and Mark and Akhtar (2003), empirically 
investigated and established a PA-innovation 
relationship. Th ese researchers also acknowledge 
that PA is an important HRP responsible for 
innovation (Jimenez-Jimenez, & Sanz-Valle, 
2005; Mark, & Akhtar, 2003). Several studies 
(Bal et al., 2014; Jimenez-Jimenez, & Sanz-Valle, 
2005; Shipton et al., 2006) theorise that the PA-
innovation relationship is positive and signifi cant. 
Th e article by Chen and Huang (2009) support 
the position that organisations with eff ective 
PA systems attain greater innovation outcomes. 
On the other hand, PA that is dedicated largely 
to employee development support innovation 
(Shipton et al., 2006).

It is, however, not clear whether PA is an eff ective 
driver of innovation in all organisations. Th e 
universalistic, contingency, and confi gurational 
perspectives are the three major approaches to 
understanding human resource management 
(Delery, & Doty, 1996; Katou, & Budhwar, 
2007) and they may be utilised to describe the 
relationship between PA and innovation, given 
the context of specifi c organisations. Th ese 
perspectives are presented below:

• Th e universalistic perspective posits that 
some HRPs are generally superior to others 
in all organisations under any conditions 
(Delery, & Doty, 1996; Jeong, & Choi, 2016; 
Katou, 2008). Th is implies that organisations 
that adopt these best practices achieve 
superior results (Delery, & Doty, 1996; Jeong, 
& Choi, 2016; Steyn, 2012) and that strategy 
and human resource policies are as free as 
each other in infl uencing organisational 
performance (Lengnick-Hall, Lengnick-Hall, 
Andrade, & Drake, 2009). 

• Th e contingency perspective theorises that 
the choice of a certain set of human resource 
policies or practices is reliant on strategy 
(Katou, 2008; Lengnick-Hall et al., 2009). 
Katou and Budhwar (2007) suggest that there 
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needs to be a fi t between organisational strategy 
and human resource strategy to infl uence 
organisational performance. Th e utilisation of 
HRPs within an organisation could encourage 
employees to generate innovative ideas that 
promote innovation (Dalota, & Perju, 2010). 
In a study by Katou (2008), the researcher 
proposes that a contingency perspective may 
mean that an innovation strategy determines 
human resource policies or that human 
resource policy determines an innovation 
strategy for an organisation. Meanwhile, 
Dalota and Perju (2010) argue that the choice 
of innovation strategy is dependent on PA, 
rewards, career opportunities, and employee 
participation. PA, recruitment, and incentives 
constitute a bundle of HRPs for organisations 
following an innovation strategy (Dalota, & 
Perju, 2010; Jimenez-Jimenez, & Sanz-Valle, 
2005). 

• Th e confi gurational perspective, according to 
Jeong and Choi (2016) and Lengnick-Hall et 
al. (2009), theorises that groupings of certain 
HRPs, rather than individual HRPs, increase 
organisational performance as some practices 
reinforce one another. Th is implies that there 
are particular combinations of HRPs that are 
the most suitable for improving organisational 
performance. Delery and Doty (1996) indicate 
that, for the confi gurational perspective, there 
should be both internal consistency of HRPs 
(horizontal fi t) and congruence of human 
resource systems and other organisational 
features (vertical fi t). 

Considering the theoretical perspectives, 
evidence of the PA-innovation relationship being 
universalistic would require that PA uniformly 
correlates with innovation in all organisations. 
Should the relationship be a good fi t for the 
confi gurational perspective, it might be expected 
that the results will show specifi c patterns in 
the way in which PA correlates with innovation 
across organisations. Unfortunately, evidence 
of a contingency perspective would require 
data on the strategic positions of the diff erent 
organisations to have been collected, but this was 
not done. Th is perspective could, therefore, not 
be explored.

It is worth noting that other variables are 

associated with innovation, such as leadership 
styles, organisational climate, and personal 
attributes. When studying the relationship 
between leadership and innovation, researchers 
have concentrated mostly on transformational 
leadership (TL) rather than on transactional 
leadership (Sethibe, & Steyn, 2015). According 
to Al-Husseini and Elbeltagi (2012), and 
Sethibe and Steyn (2016), TL is signifi cantly 
and positively related to innovation. Conversely, 
Sethibe and Steyn (2016) found no direct 
link between transactional leadership and 
innovation. Organisational climate also seems to 
be infl uential in fostering innovation. Michaelis 
et al. (2010) and Shanker et al. (2012) claim that 
organisational climate is a key antecedent to 
innovation. Research by Michaelis et al. (2010) 
and Shanker et al. (2012), has shown that there 
is a signifi cant correlation between organisational 
climate and innovation. At an individual level, 
personal attributes also coincide with innovation 
in organisations. It is interesting to note that PP 
positively and signifi cantly correlates to innovative 
behaviour (Seibert et al., 2001; Tai, & Mai, 2016). 
Indeed, many scholars posit that PP is the chief 
determinant of innovative behaviour (Fuller, & 
Marler, 2009; Seibert et al., 2001). It is evident 
from the literature that TL, organisational climate 
and PP are signifi cant predictors of innovation. It 
would, therefore, in the study of PA, be interesting 
to consider the relative importance of PA given 
these other antecedents to innovation.

METHOD 
Research approach 
A cross-sectional survey design, which 
concentrated on quantitative data, was utilised. 
Quantitative research design easily permits the 
establishment of relationships between variables 
and is a good fi t for this sort of research (Bryman, 
2012; Punch, 1998).

Th is data was collected as part of a research 
project led by the second author of the study. Th e 
sample for the organisations was a convenience 
sample, selected by fellow researchers based on 
their affi  liation to these organisations. Once the 
organisations had been identifi ed, respondents 
were selected at random from the organisation’s 
employee records. Ultimately, data from 3  180 
employees employed by 53 organisations in South 
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Africa was captured. Th e data was collected in 
accordance with the ethics guidelines of the 
University of South Africa (UNISA), and approval 
was obtained from the UNISA Research Ethics 
Review Committee to utilise the data.

Measuring instruments 
Th e Quality of a Performance Appraisal System 
Questionnaire (PA; Steyn, 2010), the Innovative 
Work Behaviour questionnaire (IWB; De Jong, 
& Den Hartog, 2010), the Proactive Personality 
scale (PP; Bateman, & Crant, 1993), a part of the 
Leadership scale, specifi cally the Transformational 
Leadership scale portion (TL; Wolins, 2012), 
and the Brief Corporate Entrepreneurship 
Assessment Instrument (CE; Strydom, 2013) 
were the instruments used for this study.

• Th e PA questionnaire, developed by Steyn 
(2010), was utilised to measure the perceived 
eff ectiveness of PA systems in organisations. 
Th is questionnaire is based on human 
resource literature (Cascio, 2010; Grobler, 
Wärnich, Carrell, Elbert, & Hatfi eld, 2006; 
Snell, & Bohlander, 2007; Swanepoel, 
Erasmus, & Schenk, 2008) which describes 
the characteristics of an eff ective PA system. 
Grobler et al. and Hatfi eld (2006) provide 
a full list of necessities for an eff ective PA 
system, and the majority of the literature was 
therefore adapted from these authors. Th e 
PA instrument is comprised of 18 statements 
designed to elicit the respondent’s views on 
the PA process. Respondents were invited to 
indicate their views for each item on a fi ve-
point scale as follows: 1 (Absolutely false – this 
is true in +/- 10% of all cases), 2 (Somewhat 
false – this is true in +/- 35% of all cases), 3 
(Neither true nor false), 4 (Somewhat true 
– this is true in +/- 75% of all cases), and 5 
(Absolutely true – this is true in +/- 90% of all 
cases). Th e lowest score that could be obtained 
was 18, and the highest was 90. A high score 
would be indicative that a traditionally 
defi ned PA system was in place and operating 
eff ectively, while a low score would show 
that the respondents were convinced that 
a traditionally defi ned PA system was not 
operating in their organisation (Steyn, 2010). 
Furthermore, Steyn (2010) reports internal 
consistency to have a Cronbach alpha of 0.84 

and signifi cant correlations (in the expected 
direction) with results such as turnover 
intentions (R=0.311; p<0.01), job satisfaction 
(R=0.281; p<0.01) and employee engagement 
(R=0.318; p<0.01). 

• Th e IWB questionnaire from De Jong and 
Den Hartog (2010) was additionally selected 
as it measures IWB. Th e IWB questionnaire 
consists of 10 questions. Th e existing IWB 
questionnaire had to be modifi ed for the 
purposes of this study. No measurement scale 
was provided in the De Jong and Den Hartog 
(2010) article. A scale was therefore introduced, 
ranging from (0) Never to (6) Always. Th e 
lowest score that could be obtained was 0 and 
the highest 60. Th e following is a question 
from the original IWB questionnaire: “How 
oft en does this employee…pay attention to 
issues that are not part of his daily work?” (De 
Jong, & Den Hartog, 2010: 29). Th is format 
did not suit the study, which emphasises the 
views of individuals concerning their IWB. 
All ten items of the questionnaire were thus 
amended to begin “As an employee how oft en 
do you…” instead of “How oft en does this 
employee…” De Jong and Den Hartog (2010) 
report that the instrument is adequately 
reliable (Cronbach alpha>0.7). According to 
De Jong and Den Hartog (2010) there is clear 
evidence that employee’s innovation outputs 
(R=0.35; p<0.01), participative leadership 
(R=0.25; p<0.01) and external work contacts 
(R=0.27; p<0.01) correlate with IWB and this 
points to good criterion validity. Th e adapted 
version of the instrument was used for this 
research.

• Th e PP scale, created by Bateman and Crant 
(1993), includes 17 items intended to elicit 
the respondent’s perceptions of proactive 
behaviour. Respondents were invited to 
indicate their views for each statement on a 
fi ve-point scale ranging from 0 to 4 as follows: 
0 (Strongly disagree), 1 (Disagree), 2 (Not 
sure), 3 (Agree), and 4 (Strongly agree). Th e 
highest score that could be obtained from 
the questionnaire was 68 and the lowest zero. 
Bateman and Crant (1993) report a Cronbach 
alpha of 0.89, implying good internal reliability 
of the PP scale. By the same token, Bateman 
and Crant (1993) claim that the proactive 
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scale was signifi cantly correlated to all three 
criterion variables, which are indicative of 
criterion validity, while discriminant validity 
was exposed between the proactive scale 
and intelligence, neuroticism, agreeableness, 
openness, private self-consciousness, and 
locus of control.

• Th e Leadership scale questionnaire established 
by Avolio, Bass, and Jung (1999) is employed 
to measure transactional and TL and 
comprises 21 statements. Th e emphasis of this 
portion of the research will be on TL rather 
than on transactional leadership, as Sethibe 
and Steyn (2016) show that there is no direct 
relationship between transactional leadership 
and innovation, whereas TL is positively and 
signifi cantly linked to innovation. Th e TL 
scale section of the questionnaire contains 
12 statements, as described by Wolins (2012), 
and only this portion was utilised for this 
study. Respondents were requested to indicate 
their views for each item on a fi ve-point scale 
ranging from 0 (Not at all) to 4 (Frequently, if 
not always). Th e maximum score on the TL 
scale portion of the questionnaire would be 
48 and the minimum zero. Strydom (2013) 
reports reliability as having a Cronbach alpha 
of 0.87, while Sethibe and Steyn (2016) report 
a Cronbach alpha of 0.94 for the TL scale 
portion. In a study by Antonakis, Avolio, 
and Sivasubramanian (2003), these authors’ 
results indicate that the Leadership scale 
questionnaire is both reliable and valid.

• Th e CE instrument by Strydom (2013) 
was selected to assess CE climate. Th e CE 
instrument contains 20 statements and 
respondents were invited to indicate their 
perceptions in respect of each item on a 
scale ranging from 1 (Strongly disagree) to 
5 (Strongly agree). Th e maximum score on 
the CE instrument would be 100 and the 
minimum 20. A high score would indicate 
that respondents are of the view that there 
are high levels of entrepreneurial support in 
the organisation, while a low score would be 
indicative of low support for entrepreneurship 
(Strydom, 2013). Strydom (2013) reports 
good reliability (Cronbach alpha=0.810) for 
the total CE instrument, while also reporting 
Cronbach alphas of 0.731, 0.825, 0.740, 0.689, 

and 0.574 for the subsections management 
support, work discretion, rewards, time 
available, and organisation boundaries 
respectively. Outcomes with regard to the 
organisation boundaries subsection should 
be viewed with some caution, particularly 
due to its Cronbach alpha being below 0.6. 
Entrepreneurial spirit intensifi es with a rise 
in employee engagement, organisational 
commitment, and job satisfaction, and this 
is indicative of concurrent validity (Strydom, 
2013). Furthermore, Strydom (2013) reports 
that, when the factor analysis was concluded, 
all items loaded as expected, with values 
above 0.5 suggesting factorial validity for the 
CE instrument.

Statistical analysis 
All statistical analysis for this study was performed 
with the aid of the Statistical Package for Social 
Science (SPSS). Th e fi rst step was to calculate 
frequencies in order to provide demographic 
characteristics of respondents. Th en, the 
reliability of the instruments was confi rmed 
by calculating the Cronbach alphas for all fi ve 
instruments. Following the recommendations 
of Bhatnagar, Kim, and Many (2014), and Hair, 
Black, Babin, and Anderson (2009), the reliability 
of the instruments was taken to be satisfactory 
when the Cronbach alpha was above 0.6.

Correlation coeffi  cients (for binary relationships) 
were also calculated between PA as a single 
construct and for innovation behaviour per 
organisation. To determine the magnitude 
of the relationship between the variables, 
Pearson correlations (2-tailed) were used. Th ese 
correlations were deemed statistically signifi cant 
at the 0.01 level. Cohen’s (1988) guidelines for 
the social sciences to calculate the practical 
signifi cance of the Cronbach alphas are as follows: 
R above 0.5 is considered “large”, R above 0.3 but 
below 0.5 is considered “medium”, and R above 
0.1 but below 0.3 is considered “small”.

Th ree regression analyses were then conducted at 
the organisational level. Firstly, all the individual 
PA items were regressed to predict innovation. 
In order to identify individual PA items which 
uniquely and signifi cantly predict innovation, 
stepwise regressions were performed. Lastly, an 
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analysis was performed to test how PA (as a total 
score) and the control variables PP, CE and TL 
can be regressed to predict innovation.

Th e coeffi  cient of determination or percentage 
variance in innovation was computed by 
multiplying the R2 values by 100 (Holcomb, 2017; 
Pallant, 2013).

Should all organisations exhibit similar 
connections between PA and innovation, thus 
with little variation between organisations, it 
would provide confi rmation of a universalistic 
model. Additionally, another sign of the 
universalistic perspective would be that R2 was 
signifi cant for the PA-innovation relationship in 
all organisations. However, should the same PA 
items relate to innovation across organisations, 
and the relative contribution of antecedents be 
numerically similarly across organisations, these 
unique sequences in which PA relates to innovation 
would provide confi rmation of a confi gurational 
model. Validation of a confi gurational model 
would be seen if specifi c combinations of items 
regularly predict innovation or should patterns of 
antecedents predict innovation signifi cantly.

RESULTS 
Demographic characteristics of respondents 
A total of 3  180 employees drawn from 53 
organisations in South Africa, representing 
the private sector, parastatals, and government 
departments constituted the sample population. 
Detail on the sample is provided below:

Gender: Th e respondents were grouped into two 
gender groups. Th e 2016 Quarterly Labour Force 
Survey specifi es that the gender demographic 
across South Africa as a whole is virtually equally 
distributed (Statistics South Africa, 2016), and 
this is closely aligned to the gender distribution 
in this study. A total of 1 771 (55.7%) respondents 
noted their gender as male and 1 372 (43.1%) as 
female, while the missing data amounted to 37 
(1.2%).

Race: In this study, respondents were categorised 
into four races, and this data is closely aligned to 
the 2016 Quarterly Labour Force Survey in the 
sense that, in the larger South African context, 
Black people make up the largest workforce 

group, followed by White people, Coloured 
people, and Asian people in descending order 
(Statistics South Africa, 2016). A total of 263 
(8.3%) respondents in this study specifi ed Asian 
people, 1 830 (57.5%) Black people, 263 (8.4%) 
Coloured people, and 787 (24.7%) White people, 
while the missing data is 37 (1.2%).

Age: Th e 2016 Quarterly Labour Force Survey 
indicates that the age of the South African 
workforce ranges from 15 to 64 years (Statistics 
South Africa, 2016), and this is closely aligned 
with the respondents in this analysis whose ages 
range from 20 to 72 years, with a mean of 37.81 
and a standard deviation of 9.10.

Educational qualifi cations: A total of 934 (29.4%) 
respondents hold a bachelor’s degree or higher, 
1 274 (40.1%) hold a diploma, 789 (24.8%) have 
matric, and 143 (4.5%) have less than 12 years of 
schooling, while the missing data is 40 (1.3%).

Management and tenure: Respondents in 
management positions totalled 1  156 (36.4%), 
and those in non-management positions 
represented 1 983 (62.4%), while the missing data 
was 40 (1.3%). As far as tenure at their existing 
organisation is concerned, this ranged from one 
month to 42 years, with a mean of 8.49 and a 
standard deviation of 7.45.

Economic sectors: In this research, the companies 
were grouped into the three sectors already alluded 
to. A total of 1 981 (62.3%) companies fall within 
the private sector, 480 (15.1%) are parastatal, and 
719 (22.6%) are government departments, for 
example, the Department of Trade and Industry, 
the Department of Tourism, and so on.

From the aforementioned demographic 
characteristics, it is apparent that the respondents 
represent a broad cross-section of the South 
African working populace.

Reliability 
Reliability was calculated for the IWB 
questionnaire and the Cronbach alpha was 0.893. 
Th e internal consistency for PA resulted in a 
Cronbach alpha of 0.930. Reliability for the 17-
item PP scale was 0.843 and, for the 20-item CE 
instrument, the Cronbach alpha was 0.762. Lastly, 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

313

for the 12-item TL scale, the Cronbach alpha was 
0.946. All fi ve instruments report a Cronbach 
alpha above 0.6, implying that the reliability is 
adequate for each instrument.

Validity 
Th e inclusion of instruments in this study was 
based on their proven validity. Matookchund 
(2019) report satisfactory results pertaining to the 
factorial, concurrent and divergent validity of the 
instruments using in this study, using the same 
sample. However, due to word count constrains, 
no statistics on the validity of the instruments are 
presented in this article (see Matookchund (2019) 
for details).

Correlative and regression analysis 
Table 1 presents four columns (Column 1 to 
Column 4) of results for the individual samples 
drawn from the 53 organisations. As it is not 
viable to present data for all 53 organisations 
in one table, a small section is presented here. 
However, Table 1 is followed by a comprehensive 
summary of the complete table.

In column 1, depicting the relationship between 
PA (as a composite score) and innovation, 
measured per organisation, it can be reported 
that all 53 organisations displayed statistically 
signifi cant coeffi  cients between PA and IWB, 
with p<0.01. Th e average coeffi  cient was 

0.252, which equates to 6.3% of the variance in 
innovation (i.e., coeffi  cient of determination). 
In total, 2/53 (4%) coeffi  cients could be deemed 
as being of high practical signifi cance (R>0.5), 
15/53 (28%) as being of moderate practical 
signifi cance (R>0.3), and 36/53 (68%) as being 
of low practical signifi cance (R>0.1). Th ere is low 
practical signifi cance in a larger proportion of the 
organisations (Figure 1).

FIGURE 1: PRACTICAL SIGNIFICANCE OF THE 
CORRELATION COEFFICIENTS BETWEEN PA AND 

INNOVATION ACROSS ORGANISATIONS 

In almost three quarters (¾) of the cases, the PA 
total scores correlated, with a low signifi cance, 

TABLE 1: ORGANISATION SPECIFIC CORRELATIVE AND REGRESSION ANALYSIS (N=60 PER 
ORGANISATION) 

Column 0 Column 1 Column 2 Column 3 Column 4
Organisation PA and 

innovation
All items of PA 
and innovation

All items of PA 
and innovation 

(Optimal model)

PA and 
innovation with 

other control 
variables

1 R=0.479; p<0.01 R2
adjusted=0.285; 

p<0.01
R2

adjusted=0.302; 
p<0.01

Items 4 and 11

R2
adjusted=0.292; 

p<0.01
Scales: PA, PP

4 R=0.014; p<0.01 R2
adjusted=0.382; 

p<0.01
R2

adjusted=0.125; 
p<0.01
Item 1

R2
adjusted=0.274; 

p<0.01
Scales: PP

.
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.
52 R=0.232; p<0.01 R2

adjusted=-0.006; 
p<0.01

R2
adjusted=0.098; 

p<0.01
Item 5

R2
adjusted=0.226; 

p<0.01
Scales: PP, PA
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with innovation (Figure 1).

In column 2, the results of the regression are 
presented where all individual PA items of the PA 
instrument are regressed to predict innovation 
at the organisational level. It can be reported 
that all organisations displayed statistically 
signifi cant coeffi  cients for IWB, with p<0.01. 
Th e average coeffi  cient was 0.332, which equates 
to 10.3% of the variance in innovation being 
explained by PA (using all the PA items, not 
the total PA score). In total, 16/53 (30%) of the 
coeffi  cients could be deemed as being of high 
practical signifi cance, 13/53 (25%) as being of 
moderate, practical signifi cance and 24/53 (45%) 
as being of low practical signifi cance. Th ere is low 
practical signifi cance in a larger proportion of the 
organisations (Figure 2).

FIGURE 2: PRACTICAL SIGNIFICANCE OF 
THE REGRESSION COEFFICIENTS BETWEEN 
ALL ITEMS OF PA AND INNOVATION ACROSS 

ORGANISATIONS 

In 45% of the cases, the individual PA items 
correlated with a low signifi cance with innovation 
(Figure 2). In this case, in approximately 30% of 
the cases, the individual PA items correlated, with 
a high signifi cance, with innovation.

Comparing the results in column 1 and column 
2, it seems that following the regression approach, 
in which all the individual PA items are regressed 
to predict innovation, yielded better results than 
use of the correlation approach to calculate the 
coeffi  cients between PA (as a single construct) 
and for innovation. Th e relationship when using 

all items was larger than when using PA as a 
single construct. Th is may suggest both that the 
items are better predictors of innovation and that 
a higher-level latent construct (which informs 
individual items rather than the total score) is 
responsible for the declared covariance.

Stepwise regressions were performed in column 
3 in order to identify individual PA items which 
contribute uniquely and signifi cantly to predicting 
innovation at the organisational level. Th is 
analysis served to test a hypothesis on the relative 
importance of PA across organisations, but more 
specifi cally, to fi nd patterns amongst PA items 
which predict innovation. Th is was important so 
as to gain statistics on testing hypotheses on the 
universalistic, contingency, and confi gurational 
perspectives of HRPs. It can be reported that all 
organisations displayed statistically signifi cant 
coeffi  cients between PA and IWB, with p<0.01. 
Th e average coeffi  cient was 0.363. Th us, using 
just the most potent items of the PA instrument 
(as per the regression analyses), 13.1% of the 
variance in innovation is explained by PA. In 
total, 17/48 (35%) of the coeffi  cients could be 
deemed as being of high practical signifi cance, 
15/48 (31%) as being of moderate practical 
signifi cance, and 16/48 (33%) as being of low 
practical signifi cance, while there is missing data 
for fi ve organisations (organisations 29, 34, 36, 
50, and 53). Th e chains for the optimal models 
per organisation include 22 models with one 
variable, 17 with two variables, fi ve with three 
variables, two with four variables and two with six 
variables. Organisations 18 and 38 had the most 
variables (six) in their optimal models. Th e most 
common item was Item 13 (“Managers negotiate 
each of their team member’s specifi c, measurable 
and stretching performance targets.”), as this item 
appears in 12 of the 48 models. Th e next most 
common item was Item 2 (“I received formal 
training on the PA system used by my organisation 
and understand the system fully.”), as it appears in 
eight of the models, followed by Item 17 which 
appears in seven of the models. Item 1 was the 
least common variable as it appears in only one 
of the models. To detect evidence of sequences in 
items predicting innovation, the two and three-
variable models were analysed further. Repeating 
patterns occurred in 2/17 (12%) cases with two-
variable models (Item 2 and Item 13) and none in 
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the three-variable models. However, real patterns 
are still absent.

In column 4, in order to assess the importance 
of PA, compared to other organisational 
variables, PA and the control variables PP, CE, 
and TL were regressed to predict innovation. 
Th is analysis served to test a hypothesis on the 
relative importance of PA across organisations, 
but more specifi cally, to fi nd patterns amongst 
the diff erent human resource variables which 
predict innovation. Th is was important so as 
to gain statistics on testing hypotheses on the 
universalistic, contingency, and confi gurational 
perspectives of HRPs. Once again, the “Stepwise” 
procedure was followed so as to identify those 
variables which uniquely and signifi cantly 
predict innovation at the organisational level. 
It is reported that all organisations displayed 
statistically signifi cant coeffi  cients between PA 
and IWB, with p<0.01. Th e average coeffi  cient 
was 0.529. Th us, using the PA total score, and the 
other selected antecedents, 27.9% of the variance 
in innovation is explain by PA. In total, 34/53 
(64%) of the coeffi  cients could be deemed as 
being of high practical signifi cance, 13/53 (25%) 
as being of moderate, practical signifi cance and 
6/53 (11%) as being of low practical signifi cance. 
Th e chains for IWB include 23 models with one 
variable, 29 with two variables and one with 
three variables. Organisation eight had the most 
variables (three) in its model. Th e most common 
variable was PP, as this item appears in 46 of the 
53 models. Th e next most common item was TL, 
as it appears in 17 of the models, followed by CE, 
which appears in 13 of the models, whereas PA 
was the least common variable as it appears in 
only eight of the models. To detect evidence of 
sequences in items predicting innovation, the two-
variable models were analysed further. Repeating 
patterns occurred in all 29 cases (the PA and PP 
pattern occurred eight times, PP and TL occurred 
13 times, and CE and PP occurred eight times). 
However, real patterns are still absent.

DISCUSSION 
Earlier research on the PA-innovation 
relationship has been criticised for concentrating 
on samples of organisations pooled together as 
a single unit, or on single-organisation samples, 
implying generalisability across organisations. 

Th is study addresses that gap and reports on the 
PA-innovation link across diff erent organisations. 
Th e study involved empirically investigating the 
PA-innovation link in each of the 53 organisations.

Th e results showed that the magnitude of 
the correlations between PA and innovation 
varied from 0.570 to 0.002. Considering the 
fi nding regarding the correlation between PA 
(as a composite score) and innovation, it can 
be concluded that a practically signifi cant link 
was established in 32% of the organisations. 
A statistically signifi cant link was found in all 
organisations. Th ere is low practical signifi cance 
in a larger proportion of the organisations 
(approximately 75% of the cases). Th e research 
conducted by Bal et al. (2014) and Shipton et al. 
(2006) indicates that there is a signifi cant and 
positive relationship between PA and innovation.

Th e magnitude of the regression coeffi  cients 
between PA and innovation varied from 0.815 
to 0.013. Considering the fi nding in which 
all the individual PA items were regressed to 
predict innovation, it can be concluded that a 
practically signifi cant link was established in 
30% of the organisations. However, a statistically 
signifi cant link was found in all the organisations. 
In a larger proportion of the organisations 
(approximately 45% of the cases), there is low 
practical signifi cance. Focusing on the individual 
PA items, some were more eff ective in predicting 
innovation than others. It can be noted that only 
one item (Item 13) is a common predictor of 
innovation. Item 13 reads as follows: “Managers 
negotiate each of their team member’s specifi c, 
measurable and stretching performance targets”. 
Th is element of PA is the primary driver of 
innovation. Th erefore, should the PA system be 
the primary mechanism used to drive innovation 
in an organisation, the focus should be placed 
on these abovementioned aspects. From the PA 
data, managers who negotiate each of their team 
member’s specifi c, measurable and stretching 
performance targets (Item 13) are the largest 
driver of innovation. However, these patterns are 
random.

It seems that the use of the regression approach 
yielded better results than the use of the correlation 
approach. Th e link was larger when using PA as a 
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total score. Th is is inconsistent with the research 
conducted by Jimenez-Jimenez and Sanz-Valle 
(2005) and suggests that groups of items are better 
predictors of innovation than are the total scores, 
suggesting that a latent construct, rather than 
the total scores, is responsible for the declared 
variance. However, the seeming randomness of 
the items which predicted innovation discard 
such claims, though it was beyond the scope of 
this study to investigate this matter further. It may 
be deduced that, to some extent, certain elements 
of PA universally predict innovation, though in 
some organisations more than others.

Considering the fi nding regarding the importance 
of PA compared to other organisational 
variables, it can be concluded that PA was a 
unique and signifi cant predictor in eight of 
the 53 organisations, but PA was the dominant 
antecedent in two of the 53 organisations. Th e 
results show that PA is the least important driver 
of innovation in comparison with the other 
variables, while PP has the most signifi cant 
infl uence (approximately 90% in each case). 
Although PA has a less important role to play 
in infl uencing innovation, it is evident that PP, 
CE and TL play a much larger role in driving 
innovation at the organisational level. Th is 
places the importance of PA in perspective, but 
also shows greater support for the universalistic 
perspective, as PA seems to be outperformed by 
the control variables consistently.

Evidence supportive of the universalistic 
perspective was not present in the correlation 
coeffi  cients that were reported for PA as a single 
construct and for innovation behaviour per 
organisation. No consistency was found across 
organisations. Th e results of the regression 
analysis, where all the individual PA items are 
regressed to predict innovation, also do not 
support the universalistic perspective. Th e results 
were inconsistent, and there were large variations 
between organisations.

Th e support for the confi gurational perspective 
was limited, and no conclusive evidence of this 
was found as no specifi c sequences apply to all 
53 organisations. Th e results of the regression, 
where all the individual PA items are regressed 
to predict innovation, show that there is partial 

support for the confi gurational perspective, as 
repeating patterns occur in 12% of the cases. 
Th is percentage is low and confi gurational fi t 
could not, therefore, be fully accepted as it is 
not applicable to all organisations. In the results 
of the regression, where PA and the control 
variables were regressed to predict innovation, 
some support for the confi gurational perspective 
was found as repeating patterns occur in all cases 
of the two-variable models.

As stated earlier, no test for the contingency fi t 
was performed as data on the strategic positions 
of the diff erent organisations were not collected 
in order to perform an analysis.

Th eoretical implications 
Th e study contributes to scholarly literature and 
theory on PA and innovation within the South 
African setting, where prior research of this nature 
has not been carried out. Of more (and global) 
importance may be that this investigation has led 
to an increase in knowledge and discovery of the 
PA-innovation relationship across organisations. 
Th e analysis shows that PA is a driver of 
innovation at the organisational level, but only 
in some organisations. A practically signifi cant 
PA-innovation relationship was established in 
approximately 30% of the organisations. Th e items 
of the PA measure, or aspects of PA which drive 
innovation, have been specifi ed only partially 
and tentatively. Th ese were, however, found in 
only some organisations. To complicate matters 
further, it was found that the individual items of 
the PA measure predict innovation better than 
the composite score does. Th is warrants further 
research on the psychometric properties of the PA 
measure, especially exploratory factor analysis. 
Furthermore, the importance of PA overall, and 
its importance as an antecedent to innovation in 
the workplace, has been established. It has further 
been established that there are other variables that 
have a more substantial infl uence on innovation 
than PA does at the organisational level. Th is 
type of analysis was not found in the literature 
consulted when draft ing this document and this 
positioning of PA amongst other antecedents is a 
valuable contribution to the body of knowledge. 
Considering the applicability of the human 
resource models (universalistic, contingent, or 
confi gurational perspective), it can be reported 
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that there is no support for the universalistic 
perspective as no uniformity was found across 
organisations. However, there is some support 
for the confi gurational perspective as repeating 
patterns were found in the two-variable models, 
but the confi gurational fi t could not be wholly 
accepted as no explicit patterns apply to all 53 
organisations.

Practical implications 
Th e results of this research are expected to be of 
signifi cance to all stakeholders and may perhaps 
aid human resource professionals and supervisors. 
Focusing interventions on the identifi ed aspects 
will permit supervisors and human resource 
specialists to enhance their PA methods further, 
aligning them to improve innovation at the 
organisational level. Th is, however, comes with a 
warning as, although there is some commonality, 
it does not apply universally. Additionally, the 
magnitude of the PA-innovation link has been 
quantifi ed. Th e overlaps diff er in their range 
(large variation between the coeffi  cients); in some 
organisations, PA is a practically signifi cant driver 
of innovation, and in others not. Th e uncertainty 
may be due to PA not being employed as a tool for 
the purposes of determining performance bonuses 
in South Africa. No specifi c PA practices drive 
innovation universally, and it is thus diffi  cult for 
practitioners to know where specifi cally to focus. 
Th e attention of human resource practitioners 
is drawn to the relative role of PA as a predictor 
of innovation within organisations, relative to 
other antecedents. Even though the research has 
provided confi rmation that PA has a role to play 
in infl uencing innovation within an organisation, 
it is apparent that PP, CE, and TL have a much 
more signifi cant role in driving innovation at 
the organisational level. Th e eff ect of PA is small, 
compared to the other organisational variables. 
Th us the focus should be on these other variables. 
It can, therefore, be recommended that human 
resource practitioners should concentrate on 
the employment of proactive employees, rather 
than managing them with PA practices, and 
that this shift  in emphasis may be at the source 
of innovation in organisations. Th is information 
would enable supervisors and managers to 
improve innovation behaviour and enhance 
competitive advantage accordingly.

Limitations of the study 
Th is research was subject to four specifi c 
limitations that warrant discussion. Th e fi rst 
limitation was posed by the use of a cross-
sectional survey design for this investigation. 
Cross-sectional studies are performed at a certain 
point in time and provide no indication of the 
sequence of events, thus making it exceptionally 
diffi  cult to infer causality (Levin, 2006) from 
the study. However, in order to overcome the 
restrictions introduced by a cross-sectional 
study, a longitudinal or experimental design is 
recommended. Th e second restriction was that 
the study was conducted per organisation and 
did not include a sector analysis as the total 
number of organisations per sector was deemed 
insuffi  cient for statistical analysis. Even if it could 
be expected that the unique sequences of items 
that predict innovation per organisation could 
be localised in specifi c sectors in South Africa, 
no patterns were observed to suggest that this is 
true. Nonetheless, further research in this regard 
is still recommended. Th e third constraint in this 
study was utilising only respondents’ perceptions. 
Th e outcomes may have been more explanatory 
had the reporting incorporated the perceptions 
of supervisors or managers, or had organisational 
statistics, such as registered patents, been utilised. 
Multi-source and multi-method research is 
recommended. Th e fourth limitation was that the 
contingency model confi rmation was impossible 
as data on the strategy of the organisations were 
not collected. Prospective scholars are urged to 
also collect data on the present strategic positions 
of the organisations so as to be able to assess the 
applicability of all three models.
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ABSTRACT 
Observation of global smart city trends shows 
a shift  in focus from sector-based interventions 
towards integrated decision-making informed by 
Big Data. Th is move towards integration is evident 
in the emergence of Integrated City Management 
Platforms, which aim to orchestrate smart city 
infrastructure at a system-of-systems level. Despite 
the fact that smart city solutions in South Africa 
are in their infancy, South Africa already has the 
policy framework in place to support integrated 
decision-making at the planning level through 
the implementation of Integrated Development 
Plans (IDPs). Th is paper illustrates how emerging 
trends in smart city integration can complement 
existing IDP practices in South Africa, with the 
potential to transform the smart city status of 
South African cities. Specifi cally, the objectives 
of this paper were to evaluate the effi  cacy of a 
recently developed tool for integrated decision-
making in smart cities within the South African 
context and to develop a set of implementation 
guidelines based on knowledge derived from 
the evaluation of the tool. Th e review showed 
that the demonstrated modelling approach 
could supplement existing IDP processes with 
relatively little disruption of existing management 
processes. However, substantial eff ort is required 

to establish the data standards and data sharing 
platforms necessary for eff ective cross-sector 
communication in South African cities. Th e 
research provides managerial implications for 
city managers and is the fi rst study of this nature 
conducted in South Africa.

Keywords: Smart cities, Decision making, 
Guidelines, South Africa.
 
1. INTRODUCTION 
Cities have a major impact on human quality of 
life and the natural environment. Th e plethora 
of challenges faced by city managers worldwide 
include the increasing pressures of service 
delivery, housing, unemployment, food supply, 
natural disasters, disease, traffi  c congestion, 
pollution, resource consumption and waste, 
inequality and crime. Th e latter are all intensifi ed 
by rapid urbanisation and the increasing eff ects 
of climate change (Kourtit, Nijkamp, Franklin & 
Rodriguez-Pose, 2014).

In South Africa, the total population living in 
urban areas is expected to increase from just over 
65% in 2018 to 80% in 2050 (United Nations, 2018). 
Th is translates into an urban population increase 
of over 10 million people (United Nations, 2018). 
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Now, more than ever, city offi  cials are being called 
to manage increasingly stressed resources with 
unprecedented effi  ciency (IBM, 2010; IEC, 2015). 
Moreover, the increasing eff ects of climate change 
require a high degree of resilience to be imbedded 
into the design and management of cities (Th e 
Rockefeller Foundation | Arup, 2015).

Globally, the Information Technology (IT) 
industry has stepped up to this challenge and 
over the last decade there has been an explosion 
in smart city solutions (IEC, 2015). New 
technologies and specifi cally connectivity are 
fundamental to smart cities (ITU, 2016b). Smart 
cities are collecting Big Data, large volumes of 
data from diff erent sources, including citizens. 
Additionally, people are connected through 
smart phones and infrastructure and the urban 
environment through the Internet of Th ings 
(IoT). Th e IoT is the name given to the growing 
trend in which large numbers of networking 
sensors and technologies are embedded into 
various devices, enabling information-gathering, 
connectivity and control functions (Chen, Mao 
& Liu, 2014). Th is ubiquitous connectivity allows 
for real-time monitoring and the management of 
infrastructure and citizens.

By combining real-time monitoring, event 
management, data analytics and advanced 
citizen engagement, cognitive technologies are 
leveraging the IoT and Big Data to radically reduce 
ineffi  ciencies in all government sectors including 

smart buildings, healthcare, education, emergency 
management, public safety, city planning and 
operations, government administration, water, 
tourism, transportation and energy (Al Nuaimi, 
Al Neyadi, Mohamed & Al-Jaroodi, 2015; IBM, 
2018).

Despite the explosion in smart city solutions 
over the last decade, the transformation of cities 
is not taking place as expected (IEC, 2015). 
Optimisation within historical verticals (intra-
sector optimisation) is the core of today’s smart 
cities projects (Figure 1a) (IBM, 2010; IEC, 
2015) and it is being proposed that this silo 
approach to smart cities development is reaching 
its limits (Fernández-Güell, Guzmán-Araña, 
Collado-Lara & Fernández-Añez, 2016; IEC, 
2015). Practitioners are calling for a coordinated 
approach (Chourabi et al., 2012; City Protocol 
Society, 2015b; Fernández-Güell et al., 2016; 
IBM, 2010; IEC, 2015; Kourtit, Nijkamp & 
Steenbruggen, 2017; Mattoni, Gugliermetti & 
Bisegna, 2015; Mattoni et al., 2017; Schleicher 
et al., 2016). In recent years, much work is being 
done on developing appropriate frameworks for 
horizontal (inter-sector) integration aimed at 
eliminating systemic ineffi  ciencies and fostering 
integrated decision-making, interoperability and 
collaboration (Figure 1b) (IBM, 2010; IEC, 2015).

Th e call for integration has led to the emergence 
of informational or systems platforms aimed 
at orchestrating smart city infrastructure at a 

FIGURE 1: (A) OPTIMISATION WITHIN HISTORICAL VERTICALS (INTRA-SECTOR OPTIMISATION) 
(IBM, 2010; IEC, 2015). (B) HORIZONTAL (INTER-SECTOR) INTEGRATION AIMED AT ELIMINATING 

SYSTEMIC INEFFICIENCIES (IEC, 2015). SOURCE: AUTHOR’S OWN CONSTRUCTION.
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system-of-systems level (City Protocol Society, 
2015b; Cohen, 2014; IEC, 2015). Th ese systems 
platforms, also known as Integrated City 
Management Platforms (ICMPs) (IEC, 2015), 
support integrated decision-making through 
the automated monitoring of city performance 
indicators for situational analysis and tools and 
applications for system-level data analysis and 
representation, decision support and management 
actions (City Protocol Society, 2015b, 2016).

Examples of integrated city management 
platforms are the Intelligent Operations Center 
solutions of IBM (IBM, 2013; Zhuhadar, 
Th rasher, Marklin & de Pablos, 2017) and 
Huawei (fi n24tech, 2017; Huawei, 2018). IBM’s 
Intelligent Operations Center for Smarter Cities 
(IBM, 2013), depicted in Figure 2, integrates 
information from a wide range of sources (e.g. 
citizen apps, weather, traffi  c, crime reports, 
social media analytics, infrastructure sensors and 
news feeds) to provide near-real time situation 
awareness (to optimise infrastructure, events and 
resources) and key performance indicators (to 
monitor the eff ectiveness and implementation 
of programmes). Th e system presents a unifi ed 
view of operations across many agencies, thereby 
enabling city offi  cials to improve effi  ciency 
and optimise services in departments such as 
emergency response, transportation, energy, 
water and public safety in an integrated and 
synergistic way.

Work is currently being done by international 
standards organisations to generate the data 
(Berends, Carrara & Vollers, 2017; Manyika 
et al., 2013; Open Data Charter, 2015) for the 
necessary technical and management standards 
to eff ectively support integrated decision-making 
and collaboration within ICMPs (City Protocol 
Society, 2015c; IEC, 2015; ISO, 2016; ITU, 2016a; 
Th e British Standards Institution, 2014). Th us 
far, the development of management standards 
has focused on the design of conceptual models 
to create a common visual understanding of core 
smart city components and their interactions 
(City Protocol Society, 2015b; ISO/IEC, 2017; Th e 
British Standards Institution, 2014) and to develop 
globally comparable Key Performance Indicators 
(KPIs) aimed at setting clear development targets 
required for city operation, evaluation and 
transformation (City Protocol Society, 2015a; 
ISO, 2014; ITU, 2018; McCarney, 2015; U4SSC, 
2017a).

Figure 3 is an illustration of a conceptual model 
developed by the City Protocol Society termed 
the City Anatomy (City Protocol Society, 2015b). 
Th e City Anatomy off ers a common language 
describing the city ecosystem as a set of physical 
structures coupled with the living entities that 
make up a city’s society and the fl ow of interactions 
between them (City Protocol Society, 2015b). 
Standards relating to KPIs are aimed at steering 
city planning and management activities towards 

FIGURE 2: IBM INTELLIGENT OPERATIONS CENTER
(SOURCE: IBM (2013))
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meeting sustainable development goals (U4SSC, 
2017b; United Nations, 2015) and measuring and 
monitoring smart city performance with respect 
to these goals (City Protocol Society, 2015a; ISO, 
2014; ITU, 2018; McCarney, 2015; U4SSC, 2017a).

An example of a set of KPIs is the City Protocol 
Society’s City Anatomy Indicators shown in 
Figure 4 (City Protocol Society, 2015a). Th e City 
Anatomy Indicators, calculated using real-time 
data generated from city management platforms 
(City Protocol Society, 2016), are an expansion 
of the indictors proposed by the International 
Organisation for Standardisation (ISO, 2014) and 
are aimed at assessing the various sub-systems 
in the City Anatomy framework (City Protocol 
Society, 2015b) (see Figure 3). Figure 4 depicts 
the City Anatomy Indicators as a dashboard 
view where city functioning and status quo are 
visualised using green, yellow and red indicators 
for the various systems and sub-systems that form 
part of a city (City Protocol Society, 2015a).

Th is study will investigate how existing and 
rapidly emerging smart city data sources can 
be integrated and used to support planning 
in South African cities eff ectively. In order to 
create the common strategic vision necessary for 
cooperative decision-making, eff ective integrated 
decision-making requires clear development 
objectives, indicators and targets. Furthermore, 
eff ective integrated decision-making requires 
knowledge of the status quo and reliable tools 
for scenario analysis (DEA, 2014; Westraadt & 
Calitz, 2018). To this end, emerging smart city 
conceptual models and KPI frameworks (see 
Figure 3 and Figure 4) are eff ective in delineating 
key smart city components and their desired states 
and provide a framework for harnessing data 
generated by ICMPs to create objective automated 
performance dashboards for status quo analysis 
(City Protocol Society, 2015a, 2015b).

2. RESEARCH PROBLEM INVESTIGATED 
To date, South Africa has been in the early stages 
of smart city development (Fernández-Güell et 
al., 2016), with e-governance, connectivity and 
ad-hoc sectoral based solutions dominating the 
smart city landscape (Misuraca, 2007; SALGA, 
2015). Initial smart city eff orts have focused on 
the provision of free Wi-Fi access at strategic 

locations across most of the country’s major cities 
(SALGA, 2015), the adoption of smart meters 
and e-government applications for municipal 
utilities management (Misuraca, 2007; SALGA, 
2015) and the implementation of Intelligent 
Traffi  c Management Systems (SALGA, 2015; 
SANRAL, 2018). Smart policing (Happimo, 
2016; Head, 2017; Venktess, 2017) and open data 
(Open Government Partnership, 2018) are also 
emerging as areas of interest.

Although a number of South African city 
departments have implemented smart city 
solutions, these initiatives have been fragmented 
with limited integration across departments 
(SALGA, 2013, 2015). Th ere are however, 
indications that this will change in the near 
future, as smart city solutions mature. Th e City 
of Johannesburg, for example, aims to become 
the leading smart city in South Africa with the 
implementation of an Intelligent Operation 
Centre aimed at providing an integrated view of 
the city’s strategic and operational indicators. Th e 
latter aims to focus on public safety in the initial 
phase of implementation (City of Johannesburg, 
2011, 2015; SALGA, 2015).

Despite the fact that smart city solutions in South 
Africa are in their infancy, South Africa already 
has the policy framework in place to support 
integrated decision-making at the planning 
level. In South Africa, integrated city planning is 
enforced through the implementation of Integrated 
Development Plans (IDPs) and their supporting 
Spatial Development Frameworks required by the 
Local Government: Municipal Systems Act, 32 of 
2000 (RSA, 2000). Th e main aims of an IDP are 
to accelerate service delivery in municipalities 
and to deliver the spatial, social, ecological and 
economic urban patterns that are in line with the 
country’s democratic and sustainability visions 
(Mnguni, 2016; Ngamlana & Eglin, 2015). IDPs 
are carried out by identifying the development 
needs and concerns in a municipality and then 
formulating and prioritising possible intervention 
programmes and projects in an inclusive and 
integrated manner (RSA, n.d.).

While the introduction of the IDP policy has 
been positively received, a chronic disconnect 
exists between planning and implementation 
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FIGURE 3: BIRD’S-EYE VIEW OF THE CITY PROTOCOL SOCIETY’S CITY ANATOMY. SOURCE: CITY 
PROTOCOL SOCIETY (2015B).

FIGURE 4: DASHBOARD VIEW OF THE CITY PROTOCOL SOCIETY’S CITY ANATOMY INDICATORS.  
SOURCE: CITY PROTOCOL SOCIETY (2015A).
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(DEA, 2014; Ngamlana & Eglin, 2015). Th e 
number of civic protests in South Africa is on 
the increase, with over 100 protest incidents 
every year (Mnguni, 2016). Th e main reason 
cited for these oft en violent protests has been 
dissatisfaction with municipal service delivery 
(Mnguni, 2016). While there are a number of 
factors contributing to the non-performance of 
the IDP process (Westraadt & Calitz, 2018), two 
of the major criticisms include a lack of true cross-
sector integration and collaboration (Ngamlana 
& Eglin, 2015) and a lack of eff ective information 
systems (DEA, 2014).

Reliable, current and readily accessible data are 
an essential requirement for eff ective decision-
making and participation by all role-players in 
the planning process (Westraadt & Calitz, 2018). 
Coupled to this, is the need for this data to be 
assimilated in such a way as to enable eff ective 
cross-sector integration and collaboration. While 
various government departments in South African 
cities are generating a wide variety of data and 
information, the data are not being integrated and 
used in a way that optimally supports integrated 
planning and management (DEA, 2014).

In a recent study by Westraadt (2019), a prototype 
model for integrated decision-making in smart 
cities (with a focus on crime management) was 
developed and evaluated. While intended for 
local use, the model was developed using New 
York City open data sources, as insuffi  cient open 
data were available for South African cities. 
Th is background leads to the main research 
problem addressed in this paper, which is that 
South African cities are not eff ectively creating, 
integrating and using open data sources for smart 
city planning and management.

3. RESEARCH OBJECTIVES 
Sustainable urban planning and management 
are dependent upon evidence-based decision-
making (McCarney, 2015; Open Data Charter, 
2015). Despite the deluge of data generated 
by ICMPs and the accompanying growth in 
computing power, limited research has been 
done on exploring the use of this data to 
develop objective quantitative tools for project 
prioritisation and scenario analysis at the system-
of-systems level (Lombardi, Giordano, Farouh & 

Yousef, 2012; Mattoni et al., 2015; Mattoni et al., 
2017; Schleicher et al., 2016). In a recent study 
(Westraadt, 2019); a prototype predictive model 
for whole-system scenario analysis was developed 
by making use of New York City open data and by 
building upon emerging smart city management 
solutions.

Th e objectives of this paper are to evaluate the 
effi  cacy of the proposed modelling approach 
within the South African context and to develop 
a set of implementation guidelines based on 
knowledge derived from the evaluation of the 
prototype model developed by Westraadt (2019). 
Th e guidelines will include a KPI framework, 
data availability and accessibility, and data 
usability for South African smart cities. Th is 
paper will further show how emerging trends in 
smart city integration and open data platforms 
can complement existing IDP practices in South 
Africa, with the potential of transforming the 
smart city status of South African cities.

4. LITERATURE REVIEW 
Th e purpose of this literature review is to 
describe the modelling approach proposed by 
Westraadt (2019). In Section 4.1, an overview of 
model rationale, design, data requirements and 
application will be provided and the benefi ts of 
such an approach to integrated decision-making 
will be illustrated. Section 4.2 will summarise the 
data wrangling challenges experienced during the 
development of the model as a basis for deriving 
the evaluation criteria listed in Section 5.1.

4.1 Predictive model overview 
4.1.1 Rationale 
Th e main objective of the modelling approach 
proposed by Westraadt (2019) was to develop a 
predictive model for integrated decision-making 
in smart cities that eff ectively integrated data 
from traditionally isolated management silos. 
Westraadt (2019) proposed that a predictive 
model for whole-system scenario analysis can be 
developed by building upon emerging smart city 
management solutions. Th e study demonstrated 
how emerging smart city KPI frameworks can 
be leveraged as a tool to quantitatively represent 
all stakeholder and sustainability considerations; 
thereby assimilating data from traditionally 
isolated management silos as a set of sectoral 
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KPIs (Figure 5a). Furthermore, it was shown how 
the inter-dependencies between sectoral KPIs can 
be encapsulated in an artifi cial neural network 
(Figure 5b), which can be used for prediction and 
simulation applications at the system-of-systems 
level (Figure 5c).

Th e study only focused on one aspect of smart 
cities, namely crime management. Subsequently, 
the main objective of the study was to develop 
a predictive model for crime management in 
smart cities that eff ectively integrated data from 
traditionally isolated management silos. Th e 
developed model, took as input, a subset of smart 
city KPIs deemed to have an infl uence on crime 
and predicted the relative infl uence of the selected 
KPIs on crime. By so doing, the model provided 
a means of quantifying the collective impact of 
stakeholder decisions (represented as a set of 
changing KPIs) on crime.

Furthermore, it was shown how the developed 
model could eff ectively be used to identify the 
government agencies that will have the most 
impact on crime management. Th e anticipated 
outcome of model development was to include 
a diverse range of stakeholders and data-sources 
in the decision-making process, thereby fostering 
synergistic solutions that are oft en overlooked 
when solutions are solved within sectoral silos.

4.1.2 Data Sources and Choice of Key 
Performance Indicators 
Readily accessible open data for New York City 

(NYC) were used to develop and evaluate the 
predictive crime model, as similar integrated open 
data sources were not available for South African 
cities. Th e datasets used in the study were sourced 
from the URLs listed in Table 1 over a six-month 
timeframe ranging from July to December 2018.

A subset of the City Protocol Society’s City 
Anatomy Indicators (City Protocol Society, 2015a) 
were used as input to the predictive crime model. 
In order to contextualise the predictive crime 
model within the crime management domain, 
the predictors of crime commonly employed in 
the emerging practice of predictive policing were 
used as a guide when selecting KPIs (Bachner, 
2013; Perry, McInnis, Price, Smith & Hollywood, 
2013).

Th e indicators used in the Westraadt (2019) study 
are listed in Table 3. For the most part, the indicators 
listed in Table 3 are not exact implementations of 
City Protocol Society indicators (City Protocol 
Society, 2015a), but have rather been adapted 
according to closely related crime predictors and 
available data. Out of the 22 indicators used in the 
study, only four indicators were not associated 
with a related City Protocol Society indicator. In 
these instances, new indictors had been created 
due to the availability of relevant data for which 
no City Protocol Society indicator existed. 
Specifi cally, these four indicators relate to the 
prevalence of single mothers (ID 11), child abuse 
(ID 12), drug crimes (ID 16) and graffi  ti (ID 37).

FIGURE 5: (A) TRADITIONALLY ISOLATED MANAGEMENT SILOS AS A SET OF SECTORAL KPIS. (B) 
INTER-DEPENDENCIES BETWEEN SECTORAL KPIS. (C) PREDICTION AND SIMULATION AT THE 

SYSTEM-OF-SYSTEMS LEVEL. SOURCE: WESTRAADT (2019).
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For each indicator, a description of the indicator 
used in the study, together with the associated 
City Protocol Society indicator is given in Table 
3. In addition, it is indicated whether a related 
indicator currently forms part of the NYC KPI 
framework, reported annually in the Mayor’s 
Management Report (de Blasio, Fuleihan & 
Newman, 2018) and the NYC Social Indicators 
Report (MOO, 2018). In order to visualise the 
diversity of domains included in the development 

of the predictive crime model, the associated NYC 
agency for each indicator is specifi ed in Table 2.

4.1.3 Data Preparation 
Strategic city planning most oft en makes use of 
citywide annual trends in KPIs and situational 
indicators to identify challenges and inform 
decisions (de Blasio et al., 2018). However, in 
order to resolve the spatial pattern of crime and 
its associated predictors across a city, a smaller 

TABLE 1: LIST OF SOURCE URLS. 

Website Name / Description URL
American FactFinder factfi nder.census.gov

United States Census Bureau data www.census.gov/geo/maps-data/data/tiger-cart-
boundary.html

National Oceanic and Atmospheric 
Administration data www.ncdc.noaa.gov/cdo-web/datatools

New York State open data portal data.ny.gov
NYC Open Data opendata.cityofnewyork.us
NYC Health www1.nyc.gov/site/doh/index.page
NYC Planning www1.nyc.gov/site/planning/index.page

TABLE 2: INDICATORS PER NYC AGENCY. 

Agency Indicator 
ID(s) Agency Indicator 

ID(s)
Administration for Children’s 
Services (ACS) 12 Economic Development Corporation 

(EDC) 37

Civilian Complaint Review Board 
(CCRB) 14 Human Resources Administration 

(HRA) 15

Department of City Planning 
(DCP) 24; 26 Mayor’s Offi  ce for Economic 

Opportunity (MOEO) 3-5

Department of Education (DOE) 7-8 Mayor’s Offi  ce of Climate Policy and 
Programs (MOCPP) 9

Department of Environmental 
Protection (DEP) 38 New York City Housing Authority 

(NYCHA) 21

Department of Finance (DOF) 2 New York Police Department 
(NYPD)

16; 33-34; 
37

Department of Health and Mental 
Hygiene (DOHMH) 15-16; 38 Department of Sanitation (DSNY) 37

Department of Homeless Services 
(DHS) 20

Offi  ce of Citywide Event 
Coordination and Management 

(CECM)
1

Department of Transportation 
(DOT) 22; 36

Department of Youth and 
Community Development 
(DYCD)

11; 13
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TABLE 3: INDICATORS USED IN THE STUDY. 

ID Agency* Indicator(s) used Related City Protocol Society 
indicators

Included 
in current 
NYC KPI 

framework

Variable name

1 CECM Events per 100k population
Performing arts shows per 

1000 population (Functions 
SI)

- events

2 DOF

Assessed (commercial/
residential) property values 
relative to citywide average 

assessed (commercial/
residential) property values

Assessed value of commercial 
and industrial properties as 

a percentage of total assessed 
value of all properties 

(Economy CI)

-
V1 (residential),

V5 
(commercial)

3 MOEO Unemployment rate (%)

City’s unemployment rate 
(Functions CI); Percentage 

of employed population 
(Economy CI)

Yes unemployment

4 MOEO
Th eil’s T inequality index 

(within PUMA**s/between 
PUMAs) (World Bank, 2014)

Gini Index (Economy CI) Yes

ineqT1r 
(within),
ineqT2r 

(between)

7 DOE Percentage of population 
without high school diploma

Primary education student/
teacher ratio (Functions 
CI); Students per teacher 
in mandatory education 

(Functions SI)

Yes noHigh

8 DOE Percentage of population with 
higher education degrees

Number of higher education 
degrees per 100k population 

(Functions SI)
Yes degree

11 DYCD Percentage single female 
householders - - female

12 ACS
Number of credible abuse/
neglect investigations per 

100k population
- Yes abuse

13 DYCD Fertility rate per 1000 women 
aged 15-44

Fertility rate: Annual number 
of live births per 1000 women 
aged 15-49 years (Citizens CI)

- fertility

14 CCRB

Total civilian complaints 
against uniformed members 
of the New York City Police 

Department per 100k 
population

Number of convictions for 
corruption and/or bribery 
by city offi  cials per 100k 

population (Government SI)

Yes integrity

15 HRA; 
DOHMH

Adult New Yorkers without 
health insurance (%) 

Public expenditure on health 
per capita (Functions CI) Yes insurance

16 DOHMH; 
NYPD

Drug crimes per 100k 
population - Yes drugs

20 DHS

Total number of 311 
requests related to 

homeless encampments 
and panhandling per 100k 

population

Number of homeless per 100k 
population (Functions SI) Yes homeless

21 NYCHA Percentage social housing Percentage of social housing 
(Functions CI) Yes socialHousing

22 DOT
Average number of street 
lights out per day per unit 

area

Average length of electrical 
interruptions (in hours) 

(Infrastructure SI)
Yes SL
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TABLE 3: INDICATORS USED IN THE STUDY (CONTINUED).

ID Agency* Indicator(s) used Related City Protocol Society 
indicators

Included 
in current 
NYC KPI 

framework

Variable name

24 DCP Percentage land use type 

Green area (hectares) per 
100k population (Built 

Domain CI); Neighborhood 
Homogeneity (Built Domain 

CI); Industrial availability: 
Space density (Built Domain 

SI); Percentage parking places 
off  the road (Infrastructure 
CI); Areal size of mix-use 

developments as a percentage 
of city total built area (Built 

Domain CI)

-
P1, P2, P3, P4, 
P5, P6, P7, P8, 
P9, P10, P11***

26 DCP Th eil’s L diversity index 
(World Bank, 2014)

Cultural diversity (Citizens 
CI) - diversity

33 NYPD
Larceny (street/residential/

commercial) per 100k 
population

Crimes against property per 
100k population (Functions 

SI)
Yes

larStreet, 
larCommercial, 

larResidence 

34 NYPD

Robbery (street/residential/
commercial) per 100k 

population;
Assault (street/residential) 

per 100k population

Violent crime rate per 100k 
population (Functions SI); 
Number of homicides per 

100k population (Functions 
CI)

Yes

robStreet, 
robCommercial, 

robResidence, 
assStreet, 

assResidence

36 DOT Pedestrian volume index
Surface of pedestrian priority 
areas and streets / Total street 

area (Built Domain CI)
Yes pedIndex

37
NYPD; 
DSNY; 
EDC

Graffi  ti reports per 100k 
population - Yes graffi  ti

38 DOHMH; 
DEP

Fine particulate matter 
(PM2.5) concentration

Fine particulate matter 
(PM2.5) concentration 

(Environment CI)
Yes PM

* Abbreviations for NYC agencies are defi ned in Table 2.
** PUMA: Public Use Microdata Areas (See Section 4.1.3).
*** Th e land use codes used in this study are as follows:
P1  One &Two Family Buildings
P2  Multi-Family Walk-Up Buildings
P3  Multi-Family Elevator Buildings
P4  Mixed Residential & Commercial Buildings
P5  Commercial & Offi  ce Buildings
P6  Industrial & Manufacturing
P7  Transportation & Utility
P8  Public Facilities & Institutions
P9  Open Space & Outdoor Recreation
P10  Parking Facilities
P11  Vacant Land
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spatial unit of analysis was sought. Th e Public 
Use Microdata Areas (PUMA) was chosen as the 
spatial unit of analysis for the study (Figure 6), 
as it was the smallest statistical geographic unit 
with suffi  ciently resolved data to meet the needs 
of the study (United States Census Bureau, 2018; 
Westraadt, 2019). Furthermore, the PUMA was 
one of the most commonly used spatial units of 
reporting in the NYC open datasets accessed.

Th e datasets used were cleaned and wrangled to 
represent the KPIs listed in Table 3. Associated 
variable names are also listed in Table 3. All KPIs 
were aggregated at the PUMA geographical unit. 
For each variable, a table of annual measures for 
each PUMA was created for the years 2006 to 
2017 (not shown in this paper). Th ese were then 
combined into a single table of variables with 
columns representing each variable listed in Table 
3. Th e table consisted of 660 data tuples; with each 
of the 55 PUMAs contributing 12 data tuples, one 
for each year. PUMA and year identifi ers were not 
used in the development of the neural networks 
(Section 4.1.4) and predictions were based purely 
on location features. In order to eliminate bias 
introduced by the wide range of scales used 
among the selected input features, variables were 
standardised by calculating the Z-score for each 
variable instance (Hair, Black, Babin & Anderson, 
2014).

4.1.4 Modelling Approach 
Bayesian Neural Networks (MacKay, 1992) 
were used to develop two prototype models for 
integrated crime management (Westraadt, 2019). 
Given a set of input KPIs (analogous to a set of 
state variables in dynamic systems), models 
were developed to predict street larceny and 
street robbery in New York City, respectively. 
Th e anticipated application of the prototype 
crime predictors was to be a tool for sensitivity 
analysis (Han, Kamber & Pei, 2012) aimed at 
determining the relative infl uence of input KPIs 
on crime, thereby providing a quantitative means 
of identifying the key factors and associated 
government agencies, at play in the fi ght against 
crime.

4.1.5 Results of Westraadt (2019) study 
Th e developed prototype models had good 
predictive accuracies (Westraadt, 2019). Th is 
indicated that Bayesian Neural Networks (see 
Section 4.1.4) were eff ective in handling the 
anticipated complexity of city interactions and 
supported the notion that the selected input 
indicators (see Section 4.1.2) suffi  ciently represent 
key predictors of crime. Th e sensitivity of each 
crime to the various input features are listed in 
Table 4. Th e table indicates the predicted changes 
in crime rate per unit change in input features. 
Th ree scenarios are considered; namely, street 
larceny and street robbery in the A2 state and 

FIGURE 6: COMMUNITY DISTRICTS (YELLOW BOUNDARIES) AND PUBLIC USE MICRODATA AREAS 
(SHADED POLYGONS) OF NEW YORK CITY.  SOURCE: WESTRAADT (2019).
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street robbery in the A1 state. Th e discussion of 
system states falls outside the scope of this paper. 
Th e interested reader is referred to Westraadt 
(2019) for further discussion on this topic.

Th e responsible NYC agency and indicator ID (as 
listed in Table 3) are also specifi ed for each feature 
in Table 4. Only immediately actionable variables 
are listed in Table 4. Features relating to land use 
(P1-P11) and property values (V1 and V5), while 
valuable indicators of the location of crime were 
not included in this analysis.

Based on an analysis of Table 4 (Westraadt, 2019), 
agencies deemed to have an impact on crime 
(Figure 7), in addition to the NYPD, include:

• Th e Human Resources Administration (HRA) 
and the Department of Health and Mental 
Hygiene (DOHMH). Both these agencies may 
have an impact on health insurance coverage. 

• Th e Department of Youth and Community 

Development (DYCD) and the Administration 
for Children’s Services (ACS). Th ese agencies 
may be able to assist families regarding single 
parenthood, abuse and family planning. 

• Th e Department of Education (DOE) may be 
able to assist youth in completing high school.

• Th e Mayor’s Offi  ce for Economic Opportunity 
(MOEO) has an impact on job creation.

• Th e Department of Transportation (DOT) is 
in charge of street lights.

• Th e Civilian Complaint Review Board (CCRB) 
monitors complaints against the police, and 
can play a role in combatting discrimination 
within the policing system.

Th e model, using New York data, successfully 
integrated data from traditionally isolated 
management silos, thereby providing a means for 
synergistic cross-sector collaboration. By building 
on emerging smart city KPI frameworks, it was 
shown how a combined approach employing 

TABLE 4: SENSITIVITY OF CRIME RATES TO INPUT FEATURES FOR AREAS IN THE A1 AND A2 
ATTRACTOR STATES.

ID Agency Variable name Street larceny 
(A2)

Street robbery 
(A2)

Street robbery 
(A1)

1 CECM events -0.03 0.03 0.03
3 MOEO unemployment 0.24 -0.08 -0.01

4 MOEO ineqT1r (within)
ineqT2r (between)

0.83
1.62

0.58
0.05

0.16
0.29

7 DOE noHigh 0.02 0.27 -0.26
8 DOE degree -0.02 0.69 0.31
11 DYCD female 0.4 1.11 0.32
12 ACS abuse -0.79 0.26 -0.03
13 DYCD fertility 0.21 -0.01 0.02
14 CCRB integrity 0.86 0.5 0.27
15 HRA; DOHMH insurance 0.46 0.17 0.47
16 DOHMH; NYPD drugs 0.15 0.23 -0.03
20 DHS homeless 0.21 0.06 0.18
21 NYCHA socialHousing 0.54 -0.2 0.33
22 DOT SL 0.01 -0.03 -0.07
26 DCP diversity -0.06 0.08 -0.05
36 DOT pedIndex 0.29 0 -0.12

37 NYPD; DSNY; 
EDC graffi  ti -0.05 -0.04 -0.11

38 DOHMH; DEP PM 0.21 0.08 -0.01
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Bayesian Neural Networks and sensitivity analysis 
could eff ectively be used as a tool for systems-
level scenario analysis and for identifying the key 
government agencies and data that is required in 
the fi ght against crime.

4.2 Data wrangling challenges 
Data wrangling is the process of transforming 
and mapping data from one “raw” data form 
into another format with the intent of making 
it more appropriate and valuable for a variety of 
downstream purposes such as analytics.

A number of challenges were faced in the New 
York data preparation process (Westraadt, 2019). 
A major limitation related to the incompatibility 
of spatial units. Th e use of aggregated data proved 
challenging when spatial boundaries changed, or 
when the reporting unit of diff erent data sources 
were not compatible. As mentioned in Section 
4.1.3, data were aggregated at the PUMA level in 
the study. Data sources that were aggregated at 
incompatible spatial units were therefore of little 
use. For example, while the residential location of 
youth in detention would have been an eff ective 
predictor of crime, it was not included as an input 
feature as this data was reported at the ZIP code 
level (which is not compatible with PUMAs).

Another example relates to changing geographic 
boundaries. Th e geographic boundaries 
delineating police precincts in Staten Island 
changed in 2013. As far as the authors are 
aware, no historical shape fi les that defi ned the 

NYPD precinct boundaries prior to 2018 were 
available on-line at the time of the study. Data for 
Staten Island aggregated according to precincts, 
therefore, was unreliable prior to 2013. Th is 
had repercussions for the data related to police 
complaints, which listed the number of complaints 
per precinct for the years 2005 to 2009.

Another major challenge related to diff erences 
in reporting standards across institutions and 
across time. For example, NYPD recorded crime 
off ences are reported according to New York State 
Penal Law defi nitions. However, many crime 
indicators, including the ones used in the study, 
report crime according to the index crimes, which 
are used in the Federal Bureau of Investigation 
(FBI) Uniform Crime Reporting (UCR) Program 
(U.S. Department of Justice Federal Bureau 
of Investigation, 2017). Since NYPD crime 
reports were reported according to New York 
State Penal Law defi nitions, they needed to be 
classifi ed according to index crime defi nitions. 
Th is involved manually classifying 560 unique 
crime identifi ers, many of which were diffi  cult to 
classify based on the information provided.

5. RESEARCH METHODOLOGY 
Th e emerging trends in smart city integration and 
open data platforms were investigated in order 
to complement existing IDP practices in South 
Africa. Th is study followed the Design Science 
Research Methodology and investigated how 
existing South African smart city data sources 
could be integrated and used to support smart city 

FIGURE 7: NYC AGENCIES IDENTIFIED AS KEY TO COMBATTING STREET ROBBERY AND LARCENY. 
ACRONYM DESCRIPTIONS ARE LISTED IN TABLE 2. SOURCE: WESTRAADT (2019).
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planning eff ectively. Th e effi  cacy of the predictive 
model (Westraadt, 2019) described in Section 4 
was evaluated within the South African context. 
Th e evaluation criteria are summarised in Section 
5.1, followed by a description of the evaluation 
approach in Section 5.2.

5.1 Evaluation criteria 
Based on the predictive model overview in Section 
4, the following information requirements are 
deemed critical for the modelling approach to be 
eff ective within the South African context:

• Requirement 1: KPI framework: Th e model 
requires a set of sectoral KPIs that suffi  ciently 
incorporate key predictors of crime. 

• Requirement 2: Data availability and 
accessibility: Th e model requires that relevant 
data are available and accessible for South 
African cities.

• Requirement 3: Data usability (see Section 
4.2): 

• Th e spatial units of available data need to be 
compatible, both across datasets and over 
time. Data also needs to be fl exible with 
respect to the changing spatial and temporal 
scale requirements. A potential solution to 
these challenges is the ubiquitous geocoding 
of data.

• Diff erences in reporting standards across 
departments and over time also need to be 
considered. 

5.2 Evaluation approach 
Th e developed model was evaluated ex ante 
(Peff ers, Tuunanen, Rothenberger & Chatterjee, 
2008) within the South African context by way of 
a mixed-method case study. Th e Nelson Mandela 
Bay Municipality (NMBM) was selected as the 
most feasible metro to investigate as research 
agreements were already in place between 
Nelson Mandela University and the NMBM. Th e 
information requirements listed in Section 5.1 
were evaluated as follows:

• Requirement 1: KPI framework: Th e effi  cacy 
of the existing KPI framework was evaluated 
by way of an interview with NMBM employees 
and a document study of key reports such as 
mid-term (NMBM, 2018a) and annual reports 

(NMBM, 2017), performance contracts 
(NMBM, 2018c) and IDP documentation 
(NMBM, 2018b). To this end, a meeting was 
held on 20 November 2018 with members of 
the NMBM ICT department to discuss the 
reporting framework in place within the bay. 
Specifi c focus was given to understanding 
the adopted indicator framework, methods 
of reporting, as well as the supporting data 
sources. 

• Requirement 2: Data availability and 
accessibility: Th e availability and accessibility 
of data within and across NMBM was 
assessed by way of interviews with NMBM 
managers and employees. Furthermore, the 
open data landscape in South Africa was 
explored. In addition to the meeting held in 
November 2018 with members of the NMBM 
ICT department, meetings were also held 
with members of the NMBM Corporate 
GIS, Traffi  c and Fire departments; as well 
as with the Humewood police station area 
management. 

• Requirement 3: Data usability: Th e usability 
of data was sampled by exploring available 
crime and demographic data. Crime data was 
sourced from the National Crime Registrar 
of the South African Police Service, while 
demographic data was available through 
Statistics South Africa. 

6. RESEARCH RESULTS AND FINDINGS 
6.1 Requirement 1: KPI framework 
Th e practical effi  cacy of the proposed KPI 
framework depends on the readiness of cities to 
adopt the framework. For New York City, 73% of 
the selected indicators could be related to similar 
indicators reported on annually in the Mayor’s 
Management Report (de Blasio et al., 2018) and 
the NYC Social Indicators Report (MOO, 2018) 
(see Table 3). It was consequently concluded 
that New York City was practically ready to 
implement the prosed solution, as a comparable 
KPI framework was already in use within the city 
(Westraadt, 2019).

Aft er interviewing NMBM employees and 
carrying out a document study of key NMBM 
performance reports (NMBM, 2017, 2018a, 
2018b, 2018c), it was found that at least 59% of 
the indicators proposed in Table 3 can be related 
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to similar indicators annually reviewed as part 
of the NMBM IDP process (NMBM, 2018b). 
As with New York City, the KPI framework 
currently in use within the NMBM is suffi  ciently 
compatible with the proposed KPI framework to 
start implementing the solution.

Th e respective KPI frameworks employed by New 
York City and the NMBM are both refl ective of 
the infl uence of the United Nations sustainability 
goals (United Nations, 2015), which globally 
guide the selection of city indicators (McCarney, 
2015). Th e subset of the City Protocol Society’s 
City Anatomy Indicators (City Protocol Society, 
2015a) constituting the proposed KPI framework 
are also derived from these goals (see Section 
4.1.2). It is anticipated that any city ratifying 
the sustainability goals will have a suitable KPI 
framework in place.

Th e IDP framework implemented in NMBM 
follows national IDP guidelines, deeming it 
representative of those implemented in other 
South African cities. Furthermore, the IDP 
framework is heavily infl uenced by local needs 
and the global sustainability agenda (Mnguni, 
2016; Ngamlana & Eglin, 2015). It follows that 
most South African cities likely have suitable 
KPI frameworks in place to make the proposed 
solution practically viable. Furthermore, where 
suitable KPIs are not already in use, the proposed 
KPI framework can be used as a guide to 
strategically build on existing frameworks.

6.2 Requirement 2: Data availability and 
accessibility 
From meeting with members of the NMBM ICT 
department, it was learned that aggregated data 
used for performance management purposes 
were sent to the mayor’s offi  ce on a quarterly 
basis by the various government departments. 
Data informing IDP KPIs are therefore available 
at the citywide level and are collated by the 
mayor’s offi  ce. In addition, Statistics South Africa 
(StatsSA, 2018) distributes demographic data.

Th e extent of data availability and exchange 
within and between the respective NMBM local 
government departments was investigated. Th ere 
was limited cross-department sharing of data. Th e 
Treasury department, responsible for the Billing 

system operated fairly independently, as well as 
other departments, including the Corporate GIS, 
Traffi  c and Fire departments. As only aggregated 
data were sent to the mayor’s offi  ce, the spatial 
and temporal scales of supporting data were 
unknown. Th e full extent of additional data 
collected within departments was also unknown. 
At the time of this study, there was no integrated 
data warehouse collating municipal data sources 
in the NMBM.

Nationally, the open data landscape in South 
Africa was explored. A recent report by Humby 
(2018) indicated that the open data movement 
in South Africa is still in its infancy, and that the 
implementation of open data portals has been 
slow. In 2015, the Deputy Minister of Public 
Service and Administration, Minister Ayanda 
Dlodlo, commissioned the development of a pilot 
national open data portal as part of an Open 
Government Partnership commitment (Humby, 
2018; Open Government Partnership, 2018). Th e 
portal consolidates 409 datasets from national 
and provincial government and is accessible 
at www.data.gov.za. However, no new datasets 
have been added to the site since 2015, due to 
lack of public funding, reticence on the part of 
some government departments to make datasets 
available and the lack of demand for open data 
(Humby, 2018).

Locally, many metropolitan municipalities, 
including Cape Town, Ekurhuleni, Johannesburg 
and eTh ekwini are in the initial stages of 
establishing open data portals (Humby, 2018). 
Furthermore, an Internet search revealed a number 
of South African open data websites, including 
www.scoda.co.za, www.municipalbarometer.
co.za, sacities.net, stepsa.org, southafrica.
opendataforafrica.org, www.statssa.gov.za and 
data.code4sa.org. However, at the time of writing, 
these websites did not contain suffi  cient data at 
the required spatial and temporal resolutions to 
eff ectively implement the proposed modelling 
approach.

6.3 Requirement 3: Data usability 
National crime data for South African cities were 
obtained for this study. An examination of available 
crime and demographic data revealed major 
challenges with regards to the incompatibility 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

337

of spatial units across departments and over 
time. Th ere were also changes in reporting 
methods over time, which can lead to challenges 
in longitudinal studies of data. Th ese challenges 
are similar to those highlighted in Section 4.2 for 
New York City, suggesting that they are global in 
nature. In addition to these globally experienced 
challenges, there appears to have been limited 
data validation mechanisms in place to ensure the 
cleanliness of the South Africa crime data, further 
limiting the use of the data. Th ese challenges will 
be described in more detail below.

Prior to 2006, the location of crime was indicated 
by a block_number and a street address (including 
street number and suburb). From 2006 onwards, 
the block_number was replaced with an address 
code and street numbers were no longer indicated. 
However, the reporting of street names and 
suburbs was retained. Th e geolocations of crime 
events were not provided.

Th e fi rst challenge experienced in locating crimes 
was that the meaning of block_numbers and address 
codes were withheld. Since they were not readily 
decoded, a major source of location information 
was not available to the user. Furthermore, since 
street numbers were not reported from 2006 
onwards, street addresses could not eff ectively be 
geocoded to determine crime locations. Even for 
crimes recorded prior to 2006, the lack of data 
validation controls made geocoding addresses a 
challenge. A major challenge in this regard was 

the dual use of English and Afrikaans in the 
dataset.

Th e most reliable source of crime location 
information therefore was the suburb. However, 
lack of data validation and mixed language use 
lead to many errors in the data. For example, 
as recent as 2016, the suburb of Summerstrand, 
the location of Nelson Mandela University, 
was represented in 7 diff erent ways: SOMMER 
STAND, SUMEMRSTRAND, SUMMER 
STRAND, SUMMERSRAND, SUMMERSTRABD, 
SUMMERSTRAND and SUMMERTRAND. 
While available data cleaning packages may be 
able to address this challenge, a more limiting 
problem is the fl uidity of suburb boundaries.

As learned from discussions with the NMBM 
Corporate GIS department, suburb boundaries 
are not strictly defi ned and the same location may 
be allocated to diff erent suburbs depending on the 
offi  cer entering the data. Furthermore, suburbs 
oft en traverse more than one social group and are 
not suffi  ciently spatially resolved for the purposes 
of the proposed modelling approach.

On exploring available demographic statistics 
for South Africa, it was found that changing 
administrative boundaries pose a major challenge 
in the longitudinal study of these statistics. Th is 
was highlighted both by municipal staff  as well as 
in the literature (Weir-Smith, 2016). Th e changing 
spatial hierarchies of various South African 

FIGURE 8: SPATIAL HIERARCHIES OF VARIOUS SOUTH AFRICAN CENSUSES. 
SOURCE: WEIR-SMITH (2016).
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censuses is shown in Figure 8. While Enumeration 
Areas provide suffi  cient spatial resolution of data, 
their boundaries change with each census. Th e 
more recently sub-place administrative areas 
may prove useful in future if their boundaries are 
retained over time.

7. CONCLUSIONS 
Observation of global smart city trends shows 
a shift  in focus from sector-based interventions 
towards integrated decision-making informed 
by Big Data. Th is move towards integration is 
evident in the emergence of Integrated City 
Management Platforms, which aim to orchestrate 
smart city infrastructure at a system-of-systems 
level. Despite the fact that smart city solutions in 
South Africa are in their infancy, South Africa 
already has the policy framework in place to 
support integrated decision-making at the 
planning level through the implementation of 
Integrated Development Plans (IDPs). In this 
paper, it was shown how emerging trends in 
smart city integration can complement existing 
IDP practices in South Africa.

In a recent study (Westraadt, 2019), a predictive 
model for whole-system scenario analysis was 
developed by building upon emerging smart city 
management solutions. Th e objectives of this 
paper were to evaluate the effi  cacy of the proposed 
modelling approach within the South African 
context and to develop a set of implementation 
guidelines based on knowledge derived from the 
evaluation of the predictive model.

Th e design and implementation of the proposed 
model were described in Section 4. Th e main 
objective of the proposed modelling approach 
was to develop a predictive model for integrated 
decision-making in smart cities that eff ectively 
integrated data from traditionally isolated 
management silos. In order to limit the scope of 
the investigation, the study focused on only one 
aspect of smart cities, namely crime management. 
Th e model took as input, a subset of smart city 
KPIs deemed to have an infl uence on crime and 
predicted the relative infl uence of the selected 
KPIs on crime. By so doing, the model provided 
a means of quantifying the collective impact 
of stakeholder decisions (represented as a set 
of changing KPIs) on crime. Furthermore, it 

was shown how the developed model could 
eff ectively be used to identify the government 
agencies that will have the most impact on crime. 
Th e anticipated outcome of model development 
was to include a diverse range of stakeholders in 
the decision-making process, thereby fostering 
synergistic solutions that are oft en overlooked 
when solutions are solved within sectoral silos.

Th e approach taken to evaluate the effi  cacy of the 
described modelling approach within the South 
African context is discussed in Section 5. Th e 
outcomes of the evaluation and the associated 
managerial implications are summarised in 
Sections 6 and 8, respectively. Initial fi ndings 
show that the demonstrated modelling approach 
can supplement existing IDP processes with 
relatively little disruption of existing management 
processes. However, substantial eff ort is required 
to establish the data standards and data sharing 
platforms necessary for eff ective cross-sector 
communication.

Th e limitations of this study are that the South 
African smart city data sources are not available 
and could not be compared to other related studies. 
Future research presently being conducted is to 
create a smart city data landscape for the Nelson 
Mandela Bay Municipality in South Africa in 
order to evaluate the proposed model.

8. MANAGERIAL IMPLICATIONS 
Based on the opportunities and challenges 
identifi ed in Section 6, guidelines for 
implementing the demonstrated solution (see 
Section 4.1) within the South African context are 
proposed below:

• Guideline 1: KPI framework – In this 
evaluation, it was concluded that South 
African cities already have suitable KPI 
frameworks in place to make the proposed 
solution practically viable. It is therefore 
proposed that model KPIs be selected in 
such a way as to supplement existing KPI 
frameworks. Where suitable KPIs are not 
already in use, the proposed KPI framework 
can be used as a guide to strategically build 
on existing frameworks. Th e intention of the 
proposed model is not to promote alternative 
management activities, but rather to enhance 
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existing IDP practices. Th e demonstrated 
modelling approach can therefore supplement 
existing IDP processes with relatively little 
disruption of existing management processes, 
supporting the fi nancial and practical viability 
of the proposed solution. 

• Guideline 2: Data availability and accessibility: 
Th e evaluation concluded that the full benefi t 
of municipal data is not being realised due 
to a lack of cross-sector sharing of data and 
a lack of leveraging available data beyond 
performance reporting. Th e following 
managerial guidelines are proposed to support 
advancement in this area: 

• Guideline 2.1: Data inventory–Th e full extent 
of data collected by NMBM departments 
is unknown. It is therefore proposed that 
a data inventory be carried out across all 
NMBM departments, aimed at recording 
and characterising available datasets. Key 
characterisation considerations include the 
time period of available data, as well as the 
spatial and temporal units of records. 

• Guideline 2.2: Open data portal – Th ere 
is no integrated data warehouse collating 
municipal data sources in the NMBM and 
there is limited cross-department sharing 
of data. It is consequently proposed that the 
NMBM leverage existing South African Open 
Government Partnership commitments 
(Humby, 2018; Open Government 
Partnership, 2018) aimed at establishing 
readily accessible open data portals. 

• Guideline 3: Data usability: Th e evaluation 
of available data revealed major challenges 
with regards to the cleanliness of South 
African crime data, and the spatial resolution 
of available crime and demographic data. 
Further challenges were noted relating to 
the compatibility of geographic units across 
agencies and across time. Th ese challenges 
need to be addressed as the NMBM develops 
and implements an open data portal. To this 
end, practitioners should consult the number 
of emerging data standards aimed at fostering 
data interoperability and quality (Bird, 2015; 
Center for Government Excellence, 2017; 
Open Data Institute, 2019). In addition, widely 
available data cleaning tools and techniques 

should be explored to improve the usability 
of existing data. Alternative data sources can 
also be considered as smart city data mining 
and crowdsourcing tools mature. 

In addition, the residents of cities need to be 
educated about the importance of reporting 
incidents so that predictive analysis is more 
accurate.
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ABSTRACT 
Th e Namibian potato industry is currently 
exposed to various risk factors, which lead to the 
high importation rate of washed potatoes despite 
having potato producers locally. Local producers 
are unable to maintain a continuous supply of 
potatoes of good quality to the formal market. 
Th e main purpose of this study was to explore 
business risks encountered by potato producers 
in Namibia as well as the risk management 
strategies employed to mitigate such risks. A 
qualitative research methodology was used with 
data gathered from potato farmers (N=14) from 
three production areas in Namibia. Th is fi ndings 
revealed that potato producers are exposed to 
numerous risks in their farming businesses, such 
as production, marketing, fi nancial, mechanical, 
institutional, and human risks. Th e implications 
of business risks on potato production in Namibia 
depend on the ability of producers to identify 
risks and come up with sound risk management 
strategies that could be implemented by the 
aff ected producers to ensure reliable potato 
production and profi tability. Th e potato industry 
in Namibia may use these fi ndings to develop 
an integrated risk management framework that 
could help other producers to deal with risks 
hence improve their production.

Keywords: Agriculture, Business Risks, Pro-
duction, Risk Management Strategies 

INTRODUCTION 
Th e agricultural sector has been considered the 

main provider of food around the world and 
still has a signifi cant role to play in insuring 
people’s food security (Yassin, 2011). However, 
Agriculture is a business fraught with risks 
(Sulewski & Kloczko-Gajewska, 2014). Growing 
fresh produce, such as potatoes, involves a lot of 
risk, therefore producers have to be pro-active in 
managing the risks encountered in production 
in order to ensure a suffi  cient and uninterrupted 
supply of quality produce, and by this means 
ensure profi table farming. Th us, an eff ective 
risk management system for agriculture would 
preserve the standard of living of those who 
depend on farming; strengthen the viability of 
farming as a business and provide an environment 
which supports investment in the farming sector 
(OECD, 2011).

Potatoes are one of the most abundant and 
lucrative root crops grown in Namibia. Potatoes 
are one of the controlled products gazetted in 
accordance with Section 2 of the Agronomic 
Industry Act no. 20 of 1992 (Namibia Agronomic 
Board, 2016). In Namibia, potatoes are mainly 
produced and available for marketing from June 
to November. Th is crop is not only produced as a 
source of food but also as a source of income and 
job creation. However, potato production comes 
with risks, given that its production cost is high 
and it is a perishable crop.

Th e risks in potato production are also exacerbated 
by the unseasonal excess rain during cropping 
season (Duhan, 2017). Some varieties that are 
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produced are sensitive to heavy rain and excessive 
heat and this leads to seasonal availability of 
locally produced potatoes as producers try to 
avoid risks. Currently, potatoes are predominantly 
produced by large-scale producers situated in the 
Karst, Central and Kavango production areas in 
Namibia. Potatoes that are produced locally are 
mostly sold unwashed in the informal (domestic) 
and export markets (to Angola).

Th e formal market in Namibia mostly 
prefers washed potatoes, however due to the 
unaff ordability of potato washing machines by 
most producers only a small quantity of locally 
produced potatoes are sold as washed grade. Th e 
washed potatoes sold currently in the formal 
markets are mainly imported from South Africa. 
Th e NAB (2016) in its 2015/2016 Annual Report 
pointed out that no “Closed-Border Rule” was 
instituted for potato imports due to insuffi  cient 
availability of locally produced washed potatoes, 
which constitute a large percentage of local 
demand.

Th e NAB report further alluded to the fact that 
in order to stimulate additional demand for local 
produce, the industry needs to invest in potato 
washing equipment so that more washed potatoes 
would become available on the formal market. 
Th ere is also a need to invest in the storage of 
the surplus potatoes produced seasonally to 
ensure that local produce is available throughout 
the year, leading to import substitution. Most 
importantly, producers should be aware of the 
risks associated with potato production in order 
that they may put in place sound risk management 
strategies to ensure a profi table farming business. 
Additionally, producers should implement 
eff ective risk management strategies to increase 
farm productivity.

It is against this background that this study intends 
to explore the business risks encountered by local 
producers which make it diffi  cult for them to 
consistently supply good quality potatoes to meet 
local demand, thus necessitating the import of 
potatoes. Th is study explored the risk factors and 
how they aff ect potato production, as well as the 
tools or strategies used by producers to mitigate 
the risks they encounter, in order to ensure an 
adequate and uninterrupted supply of good 

quality locally produced potatoes in Namibia.

PROBLEM STATEMENT 
Namibia depends on the import of washed 
potatoes to meet its market demands. In the 
2015/16 fi nancial year, Namibia imported about 
19 651 tons of washed potatoes, compared with 
only 7 055 tons of potatoes produced locally and 
sold through the formal market (NAB, 2016). It 
is believed that there are business risk factors in 
the supply chain of potatoes hence local potato 
producers are unable to continuously supply the 
desired quality and quantity of potatoes to meet 
the market demand in Namibia. Th e types of risk 
factors within the potato production industry in 
Namibia are not well documented and thus may 
be receiving limited attention from the producers. 
It is very important that the risk be systematically 
explored to establish facts that may lead to the 
sustainability of the supply chain of locally 
produced potatoes.

LITERATURE REVIEW 
Increasing risks are highlighted as an important 
aspect of agricultural business, and it is 
important for agricultural producers to manage 
risks eff ectively (Enström & Eriksson, 2018). 
Risk management concerns the way in which 
risk managers deal with risks and uncertainty 
(Huirne, Meuwissen, & Van Asseldonk, 2015). 
Risk management is therefore one of the crucial 
aspects in the management of agribusinesses 
because it safeguards the security of agricultural 
business. In Agriculture, the main objective of risk 
management is to reduce the chances of ending up 
in an economically vulnerable situation; it is also 
important to achieve the highest possible return 
on investment (Enström & Eriksson, 2018).

Th euvsen (2013) argues that risk management 
consists of all measures that help to identify 
and manage the risks that may put the farming 
business at risk. Its major goal is to identify, 
quantify, manage and control potential sources of 
loss. Producers should therefore foresee potential 
problems and plan to reduce their detrimental 
eff ects on the business. Th ey should ensure that 
sound risk management strategies are in place 
to enable them to mitigate any risks that come 
their way, in order to keep the farming business 
productive and profi table.
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A comprehensive review of the literature is 
therefore an integral part of this evaluation since 
it helped the researcher to design the theoretical 
framework of the study, and provide a foundation 
for discussion and interpretation of the study 
fi ndings. Studies related to the evaluation of 
risk management for potato production are 
scarce; hence, closely related studies were 
reviewed in order to assess their fi ndings. Th is 
study concentrated on the types and sources 
of risk encountered by producers, producers’ 
perceptions towards risk in farming and the 
strategies they used to mitigate identifi ed risks, as 
reviewed below.

Types and sources of risk encountered by potato 
producers 
Th e Agricultural sector, like any other segment 
of the economy, faces a high level of risk and 
uncertainty from a wide range of sources. 
It is therefore important that producers 
identify the types of risks encountered in their 
production activities, as this will make it easy 
to better understand the source of risks to 
which farm operations are exposed (Riwthong, 
Schreinemachers, Grovermann, & Berger, 2017). 
Th ere should be a clear understanding of the 
diff erent sources and kinds of risk, as well as of 
the complexity of the actions and responses to 
mitigate the risks (Terziev, Arabska, & Radovic, 
2015). Th e most important or serious risks faced 
by potato producers are categorized as production, 
fi nancial, marketing, human, institutional and 
machinery risks (Agiro, 2011; Filan & Fake, 
2012). Th ese are reviewed below.

Production risks include the unpredictable 
nature of the weather and uncertainty about the 
performance of crops, for example, through the 
incidence of pests and diseases (Hardaker, Lien, 
Anderson, & Huirne, 2015; Tura, Hamo, & Rikitu, 
2017; Fakayode, Rahji, & Adeniyi 2012). Lack of 
technical knowledge of production as well as high 
post-harvest losses were also cited as production 
risks (Fakayode et al. 2012). Input availability 
is another of the production risks mentioned, 
for instance, clean seeds are either not available, 
or when available, they are very expensive and 
farmers cannot aff ord to buy them (Karanja, 
Shisanya, & Makokha, 2014).

Financial risk includes limited access to, or 
exclusion from credit markets that have negative 
eff ects on production (Som, 2017. Other fi nancial 
risks pointed out by Hardaker et al. (2015) include 
unexpected rises in the interest rates on borrowed 
funds; the unanticipated calling-in of a loan by 
the lender; and the possible lack of availability 
of loan fi nance when required; and changes in 
the infl ation rate which may have a positive or 
negative eff ect on both borrowers and lenders.

Market or price risks: In general, potato prices 
are aff ected by price instability and uncertainty 
(associated with supply and demand), as well as 
the perishability of this crop. Intermediaries in the 
market chain of potatoes also exploit producers 
by paying very low farm-gate prices (Kipkirui, 
2014). Producers’ inadequate knowledge of 
market prices, the low price of produce, poor 
product handling and packaging as well as the 
lack of coordination among producers to increase 
bargaining power are perceived to be some of the 
sources of marketing risk (Fakayode et al. 2012; 
Vidyadhara, 2015).

Th e prices of farm inputs and outputs are usually 
estimable and known at the time when farmers 
make decisions about what quantity of inputs to 
use, or what and how much of various products to 
produce, so that price and market risks are oft en 
signifi cant (Hardaker et al. 2015). Another market 
risk identifi ed is being unable to sell produce due 
to a lack of markets to absorb it (Fakayode et al. 
2012; Riwthong et al. 2017).

Human or personal risk is one of the risks 
encountered by producers in the farming 
business. Human risks have to do with the 
people operating the farm being sources of risk 
themselves (Agiro, 2011). Labour makes up the 
largest cost which is associated with weeding, 
harvesting and packaging in situations where 
equipment is not available to carry out these 
activities. Hardaker et al. (2015) as well as Hamsa 
and Bellundagi, (2017), suggested that people who 
operate the farm may themselves be a source of 
risk for the profi tability and sustainability of farm 
businesses. For example, major life crises such as 
death or divorce of the farm owner, prolonged 
illness of a worker or carelessness in the handling 
of machinery may aff ect productivity, leading to 
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losses in production.

Institutional risks: Policies and regulations are 
other sources of risk for producers (Hamsa 
& Bellundagi, 2017). Th ese types of risk are 
unanticipated production constraints or price 
changes for inputs or outputs, for example, the 
changes in government rules about the use of 
pesticides might alter the cost of production 
(Louw, Van Zyl, Kirsten, Blignaut, Coetzee 
et al., 2013). Th ey further pointed out that a 
foreign country’s decision to limit importation 
of a certain crop might reduce that crop’s price. 
Th us, any changes in the rules that aff ect farm 
production can have far-reaching implications 
for profi tability (Hardaker et al. 2015). Th e 
other legal risk is the availability of land for crop 
rotation (Th uevsen, 2013).

Mechanical risk: equipment can be another source 
of risk in farming. Artz and Naeve (2016) pointed 
out that some producers do not have access to 
machinery due to its high cost. Th ey further 
noted that some did not have immediate access 
to the equipment when needed on account of the 
fi nancial and time constraints of transporting the 
equipment, and the challenge of fi nding suitable 
partners to share its use and the cost of its hire.

Th e eff ect of identifi ed risk on potato production 
Potato production is a high risk investment in 
the vegetable production industry owing to its 
biological and perishable nature. Producers 
perceive several sources of risk and uncertainty 
that are a worry to them (Wauters, Van Winsen, 
De Mey, & Lauwers, 2014). Th euvsen (2013) 
pointed out that a farmer’s risk attitude is 
highly relevant since it strongly infl uences his 
or her decision to implement risk management 
strategies. A second important determinant of 
agricultural risk management is a farmer’s risk-
bearing capacity, which is mainly determined by 
the farm’s ongoing cash fl ow. If a farmer is highly 
risk-averse, he or she will be reluctant to accept 
many risks, but will try to reduce, transfer or even 
completely avoid as many risks as possible. But 
if a farmer is highly amenable to risk, he or she 
will deliberately accept major shares of the risks 
facing the farm and will for the most part refrain 
from actively implementing strategies aimed at 
reducing, avoiding or transferring risks.

If producers are unaware that there are risks 
involved in potato production or they have no 
idea that risk factors can have a negative eff ect on 
their businesses, they will not take the trouble to 
deal with or manage risk on farms. Th us, strategies 
chosen to manage risk depend on a producer’s 
own attitude and tolerance of risk (Filan & Fake, 
2012).

Pests and diseases are perceived to have a great 
infl uence on the farm’s productivity as they aff ect 
the yield and quality of produce (Huirne et al. 
2015). Moreover, producers who depend on one 
input supplier are at risk of not getting such inputs 
(seeds or fertilizer) for example when a supplier 
cannot deliver on time and causes a delay in the 
production process.

Th e production cost of potatoes is high compared 
with other crops; therefore, producers should be 
fi nancially stable if they want to produce potatoes. 
Without capital, a grower has to borrow money 
from a fi nancing institution. Kipkirui (2014) 
reported that intermediaries in the market chain 
of potatoes exploit producers by paying very 
low farm-gate prices. Th is leads to low producer 
prices, high consumer prices and price instability 
because of ineffi  cient and/or exploitative 
marketing practices.

Changes to laws or regulations with respect to 
the running of farms may have far-reaching 
consequences for farm profi tability. Horticultural 
producers may be aff ected by new restrictions 
on the use of pesticides (Huirne et al. 2015), for 
example, a change in the regulations regarding 
the restriction on the use of some agrochemical 
inputs could negatively aff ect the producer’s costs 
in cases when a producer had already purchased 
such inputs and stored them for later use. Another 
legal risk is the availability of farmland (Th uevsen, 
2013). In potato production, producers need 
enough land at their disposal to enable them to 
practice crop rotation for the purpose of reducing 
the build-up of diseases. If a producer has a small 
piece of land, his crops may be vulnerable to 
disease due to continuous cropping.

Th e long-term illness of the farm owner or 
employees could cause losses or increase 
production costs considerably; (Huirne et al. 
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2015) for instance, if a worker is absent on account 
of illness, the farm has to fi nd another temporary 
replacement to carry out his duties and this is an 
additional cost for the farm. Major life crises such 
as the death of the owner or divorce by the couple 
owning a farm in partnership, prolonged illness 
of one of the principals, carelessness by the farmer 
or a farm worker in handling or using machinery, 
leading to signifi cant losses or injuries, may 
threaten the existence of the business (Hardaker 
et al. 2015; Hamsa & Bellundagi, 2017).

It is risky if a farm does not have the equipment 
it needs for its operations. In potato production it 
is so diffi  cult to scale up in the event of a labour 
shortage, therefore a farmer needs his machines 
to be in good working order; for instance, if a 
tractor or planter breaks down it could negatively 
aff ect operations since the producer might not be 
able to plant in time. Unavailability of equipment, 
such as a harvester, may delay the harvesting of 
produce, and this could aff ect the yield or product 
quality, which is a risk in itself. Artz and Naeve 
(2016) point out that purchasing machinery, 
even second-hand machinery, usually requires 
a signifi cant fi nancial investment and adequate 
cash fl ow, making the investment economically 
unfeasible for most producers.

RESEARCH DESIGN 
Research Approach 
For this study, a qualitative approach, using a 
semi-structured interview was used to collect 
data by interviewing registered potato producers 
in Namibia using a questionnaire as a guide. 
Th e qualitative research approach was suitable 
because the objective of the research was to obtain 
an understanding of individuals’ perspectives 
in a specifi c context and real-world settings 
(Enström & Eriksson, 2018). Additionally, the 
semi-structured interview allowed new ideas to 
be brought up during the interview in response 
to what the interviewee had said (Barkhuizen & 
Schutte, 2015).

Research Methods 
Th e research method provided techniques for 
collecting data (Bryman & Bell, 2014). Th e 
research method followed for this study is set out 
below:

Research Setting 
Th is study was conducted in all three of the potato 
production areas in Namibia where potatoes are 
produced for commercial purposes, namely, 
Karst, Central and Kavango. Only the farm 
owners or production/operational managers 
participated in this study since they are directly 
involved in the production of potatoes and could 
thus provide the required information.

Research Procedure 
An Ethical Certifi cate was obtained from Southern 
Business School. Th e Chairperson of the Potato 
and Onion Producers Association Namibia 
(POPA) granted its permission to the researcher 
to conduct this study. Th e participating producers 
were contacted telephonically and through email 
to inform them of the study. Prior appointments 
were made with individual producers before the 
visits to conduct the interviews.

Sampling 
Since it was impractical to contact all potato 
producers, a sample of the population was taken 
for this study. A purposive convenient sampling 
was employed to select producers for this study. 
Th e main factor considered when determining 
the sample size was the need to have it manageable 
enough and derive detailed data at an aff ordable 
cost in terms of time and fi nancial and human 
resources (Karanja et al. 2014). Given that there 
were only Th irty (30) registered potato producers 
in Namibia in total, the researcher purposively 
sampled only 50% of the producers from each 
production area in order to ensure that each area 
was represented. In total fi ft een producers were 
selected to participate in this study – eleven (11) 
were from KARST, two (2) from Kavango and 
another two (2) from Central area. However, 
only fourteen (14) producers participated since 
one producer could not be reached as he was 
out of the country at the time scheduled for 
his interview. Farm owners and production/
operational managers were selected to participate 
in this study using the purposive convenient 
method since they were directly involved in 
the production of potatoes and it was believed 
they could provide the information needed, as 
presented under the fi ndings. Th e participants’ 
demographic information is presented in Table 1 
below.
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Data Collection Methods and recording 
Th e primary data was collected from the potato 
producers who were selected in accordance 
with the purposive convenient method. A semi-
structured interview was used in order to gain 
a detailed picture of producers’ perceptions on 
the topic of this research, (De Vos et al. 2011), 
as this was more fl exible. Th e interview was 
guided by a set of predetermined questions and 
the interviewee’s responses were written down 
(recorded).

Data Analysis 
A thematic analysis was used in this study to 
analyse and interpret the collected data. Th is 
common approach to qualitative data analysis 
was undertaken in search of themes in transcripts 
or fi led notes (Bryman & Bell, 2012). Bryman 
and Bell (2012:350) maintain that the goal of 
thematic analysis is to identify, analyse and 
describe patterns or themes across the data set. 
To facilitate the process with the aim of making 
sense of the collected data and of highlighting 
the crucial fi ndings of the study, the researcher 
identifi ed diff erent themes (De Vos, Strydom, 
Fouche, & Delport, 2011). Th e notes taken by the 
researcher during the interview of each producer 
were used to analyse the data collected.

Strategies employed to ensure the quality of 
data 
Th e data provided during this interview was 
treated as confi dential. Th us, farm names and 
producers’ names were not recorded, but each 
producer who participated in this study was given 
a special code (ranging from PP1 to PP14) which 
was known only to the researcher. Th e researcher 
also explained to the participants the role of this 
study and its specifi c objectives as she aimed to 
ensure that the data collected were accurate and 
consistent. Aft er the interview, the researcher 
discussed the notes she had written with the 
producers to ensure that only the participant’s 
responses to the questions and the topic at 
hand were recorded. A copy of the fi ndings was 
provided to some producers at their request.

RESEARCH FINDINGS 
Th is section presents the results of the analysis 
of the data from the interviews. Interviews using 
guided questions were administered to fourteen 
(14) Potato Producers in Namibia serve as the 
basis of the data analysed to inform the study. 
For the purpose of confi dentiality, producers 
who participated in this study were coded PP1 to 
PP14. Analysis of the perspectives regarding the 
risks that the potato producers faced in Namibia 

TABLE 1: CHARACTERISTICS OF THE PARTICIPANTS 

Participant 
(potato 
producers)

Gender Age 
group Job title 

Years of experience 
in potato 

production

Production 
area

PP1 Male 25-30 Production Manager 5-10 Kavango 
PP2 Male 55-60 Farm Owner 25-30 Karst
PP3 Male 25-30 Production Manager 5-10 Karst
PP4 Male 45-50 Production Manager 15-20 Central
PP5 Male 50-55 Farm Owner 10-15 Karst
PP6 Male 35-40 Production Manager 10-15 Kavango
PP7 Male 40-45 Operational Manager 15-20 Karst
PP8 Male 55-60 Farm Owner 5-10 Karst
PP9 Male 60-65 Farm Owner 30-35 Central
PP10 Male 25-30 Operational Manager 5-10 Karst
PP11 Male 60-65 Farm Owner 30-35 Karst
PP12 Male 45-50 Production Manager 15-20 Karst
PP13 Male 35-40 Production Manager 15-20 Karst
PP14 Male 40-45 Operational Manager 20-25 Karst

(Own source, 2019)
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led to the identifi cation of six themes namely: (a) 
production risks, (b) marketing risks, (c) fi nancial 
risks (d) human risks and (e) institutional risks.

Below are detailed explanations of the theme areas 
identifi ed from the fi ndings of this study, which 
emerged from the answers given by participants 
to the three questions shown in Table 2 above:

Th ematic area 1: Production risk 
Th e farming business faces production risks 
that have impacted on the quality and quantity 
of the commodities produced as elaborated 
below. All of the producers interviewed had 
similar perceptions regarding the production 
risks prevalent in their farming businesses. More 
specifi cally, the risks they mentioned were: the 
belated availability of good quality and correct 
inputs; challenges with less than optimal weather 
conditions; and pests and diseases. Belated 
availability of quality or correct inputs: All of the 
producers interviewed shared similar sentiments 
regarding the late supply of the correct, good 

quality inputs. Because potato production is in 
its infancy in Namibia all the required inputs, 
including seeds, are imported from South Africa. 
Most producers shared the anxiety that the 
unavailability of seeds in Namibia causes fear that 
should anything happen in South Africa regarding 
potato seeds or potato production in general the 
eff ects would be felt equally in Namibia since all 
the seeds currently used in Namibia come from 
South Africa.” Some producers raised the concern 
that they do not have the capacity to import seeds 
from South Africa.

PP3 noted “I rely on fellow producers to import 
seeds on my behalf due to stringent phytosanitary 
requirements and import permits”.

Weather conditions: When asked why they 
perceived weather conditions as another risk in 
potato production the majority of the farmers 
strongly stressed that the unpredictability of the 
rainfall pattern in the country renders farming 
with potatoes dependant on chance.

THEME 2: THEMES EMERGING FROM THE STUDY

Th emes Perceived risks or sources of risk 
by farmers

Impact of risks on potato 
business

Th ematic area 1: 
Production risk

Non-timeous availability of quality 
potato seeds locally.

Few growers have ability to 
import seeds. Delays in planting. 

Eff ect of Pests and Diseases. Aff ects produce quality and 
reduces yield. 

Weather conditions (excessive 
rainfall & high heat).

Aff ects produce quality and 
reduces yield. 

Th ematic area 2: 
Marketing risk

Lower prices due to higher supply. Poor income. 
Slow sales of unwashed potatoes. Poor income. 

Th ematic area 3: 
Financial risk

High seed costs. Increases production cost.
Diffi  culty in acquiring production 

loans. Limited production capability.

High electricity cost. Increases production cost.
Th ematic area 4: 
Mechanical risk

Unaff ordability of potato washing 
machine. Selling of unwashed potatoes. 

Th ematic area 5: Legal 
or institutional risk

Limited land. Insuffi  cient land for rotational 
purposes. 

Limited water allocation 
(extraction permits). Limited production capability.

Th ematic area 6: 
Human risk Lack of skilled farm workers. Delays in delivery or poor quality 

of outputs.

 (Own source, 2019)
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PP1 noted that … ” farming with potatoes in this 
country is like gambling because you never know 
what will come out… all the seasons are not the 
same so, aft er planting you just have to wait”.

PP5 who has been farming with potatoes for the 
past 10 years shared his experience that ... “ because 
of the sensitive nature of potatoes regarding the 
required amount of water prior to harvesting, he 
has on many occasions experienced rotting of 
potato tubers due to waterlogging”.

Pest and disease: the unpredictability of pest and 
diseases were mentioned by all the producers 
who raised concerns that unforeseen attacks by 
either pests or disease during the production 
cycle are usually followed by detrimental eff ects 
on the quality of produce leading to reduction in 
the expected yield.

PP3, PP5, PP10, PP11 all asserted that … “Th e 
prevalence of nematodes in the soil on their farms 
aff ects the yield and quality of their harvests”.

According to the majority of the farmers in the 
Karst and Kavango areas diseases such as Potato 
Blight were endemic in some production areas 
and could be attributed to the high heat and 
rainfall.

Th ematic area 2: marketing risk 
Marketing or Price risk involves the farmers’ 
ability to market their produce profi tably and the 
chance that the producer may face losses at the 
market or fail to sell his produce at as good a price 
as expected. About two-thirds of the respondents 
pointed out that they experienced slow sales 
during certain harvest seasons. Most producers 
encounter lower prices for potatoes when the 
market is fl ooded. Due to the surplus of unwashed 
potatoes from June to August each year, most 
local producers experience slow sales and lower 
prices. About a third of the respondents pointed 
out that they encounter poor income since the 
situation forces them to sell their produce at a 
lower price to avoid losses due to the perishability 
of this product.

PP8 noted that … “It cost me more just to produce 
one hectare of potato … and should I fail to sell this 
produce at a good price then I will lose it all”.

On the other hand;

PP3 also observed “many times it is the customer 
who sets the price for us when the market is fl ooded 
and I just have to take it as long as I break-even’’.

Half of the respondents revealed that they 
received a poor income since they produced only 
unwashed potatoes which are in lower demand in 
the formal market.

PP1, PP2, PP6, PP10 and PP13 pointed out that …. 
“We used to generate good income from unwashed 
potatoes when exporting to Angola, but since their 
economy went down the demand is very low”.

Th ematic area 3: Financial risk 
Financial risk includes risk that threatens the 
stability and the fi nancial sustainability of the 
farming business. High cost of inputs – mainly 
seeds – was one of the perceived sources of 
fi nancial risk pointed out by one-third of the 
producers. Almost half of the producers during 
the interviews revealed that they had diffi  culty 
acquiring production loans from fi nancial 
institutions.

PP1 said “Potato seeds cost almost half of the total 
production cost per hectare and if the quality is bad 
then I am out of business”.

Diffi  culties in acquiring production loans: Almost 
half of the producers mentioned that diffi  culty 
in acquiring funds aff ected their production 
capability, since with little capital; producers are 
able to plant only a few hectares.

PP8 stated “I could only plant 2.5 hectares at 
a time due to limited funds and this aff ects the 
quantity hence I end up not supplying enough to 
my customers”.

PP4 and PP12 said “Most of the fi nancial institution 
have tight requirements, making it diffi  cult for 
vegetable producers to acquire the loan”.

PP13 observed “I even gave up on applying for 
loans for potato production because these fi nancial 
institutions are always sending me back and forth 
… it is just a waste of time, I won’t approach them 
again. I gave up”.
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High electricity cost: With the high cost of 
electricity, it is diffi  cult to maximize potato 
production.

PP7 revealed that “electricity is expensive in the 
Karst area, I wish government could subsidize 
us to be able to aff ord the cost of electricity hence 
maximize potato production locally”.

PP14 stated “Potato is one of the high value crop 
in Namibia however its production cost is also too 
high especially when it comes to electricity cost.

Th ematic area 4: Mechanical risk 
Th e quality of potatoes is enhanced by washing 
out sand and impurities but access to potato 
washing machines remains a challenge for most 
producers. One-third of the respondents pointed 
out that they could supply only unwashed 
potatoes because they could not aff ord a washing 
machine. Unaff ordability of potato washing 
machine: Th is study revealed that most producers 
could not aff ord to buy potato washing machines. 
Th is situation forces producers to sell unwashed 
potatoes, which have a very small market share in 
the formal market in Namibia, as pointed out by 
a third of the producers. In addition, half of the 
producers reported that this situation also forced 
them to export their produce to neighbouring 
countries such as Angola. Exporting potatoes is 
expensive because of the high cost of transport 
and this prevents farmers from penetrating 
markets that have a high demand for unwashed 
potatoes.

PP9 observed during the interviews “when the 
economy in Angola was booming, we could take 
risks to transport our produce to upland markets 
and still make profi t because the buying power was 
strong … now with the slow economy, the demand 
is high but at extremely reduced selling prices where 
it becomes diffi  cult to make any profi t”.

Th ematic area 5: Institutional or legal risk: 
Legal or institutional risk refers to the regulatory 
instruments that apply in a given country and 
hence have either positive or negative impacts 
on a particular industry. More than half of the 
producers revealed access to land as a source of 
risk limiting engagement in agricultural activities. 
Similarly, almost half of the producers cited 

limited water allocation as another source of risk. 
Limited land: About one-third of the producers 
claimed that limited access to land forced them 
to reduce the scale of their production per season 
in order for them to have an area to plant the next 
season (for rotational purposes). Th is in itself 
means that producers have limited production 
capability.

PP2 said “I wish I had enough land to plant a lot 
of potatoes and be able to supply our local market, 
but the size of my land cannot allow me to do so 
because it is too small”.

PP8 further pointed out “We will not be able to 
substitute the importation of potato with limited 
land at hand … No matter what we try we will 
depend on South Africa when it comes to food 
supply”.

Limited water allocation: the study revealed that 
producers in the Karst and central areas are 
required by law to apply for water extraction 
permits, for them to engage in the business 
of crop farming. Almost half of the producers 
revealed that they have limited production 
capacity because they had to reduce their areas 
under cultivation in order to use only the limited 
water allocated to them.

PP14 said “I have a lot of customers but due to 
limited water allocation I can only plant a few 
hectares, thus I am not able to supply enough as 
per my customers’ demand”.

Th ematic area 6: Human risk: 
Human or personal risk refers to factors such 
as problems with human health and personal 
relationships that could aff ect farm business. 
Th ese risks include the lack of a skilled work force, 
disabilities, death and poor worker commitment. 
Few producers mentioned a lack of skilled farm 
workers as a source of human risk in potato 
production.

Lack of skilled farm workers: Given that lack of 
skills among farm workers aff ects production 
output;

PP5 and PP9 observed “lack of labourer skill or 
knowledge causes delay in the operational activities 
hence aff ects the quality of output”.
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DISCUSSION 
Th is discussion section discloses the results that 
emerged from the study compared with the existing 
literature on risk management factors faced by 
potato producers. Th e themes that emerged from 
the study are explored further to respond to the 
research question – “What are the risks that 
threaten the production and constant supply of 
suffi  cient quality potatoes on the formal market 
by local producers in Namibia?” Th e discussions 
highlight the thematic areas in relation to existing 
literature regarding the types and sources of risks 
encountered by potato producers in general; 
how other producers elsewhere perceive the 
eff ects of risks to potato production and the risk 
management strategies they apply to control or 
mitigate these identifi ed risks. Th e results of the 
study revealed the existence of the risks aff ecting 
potato producers in Namibia as discussed in the 
section below under thematic areas.

Th eme: Production Risks 
Most producers perceived the source of biggest 
risk to potato production in Namibia to be the 
unavailability of potato seeds locally, which 
resulted in high transport costs associated with the 
importation of seeds. Th e unavailability of seeds 
to most potato producers who have no access to 
improved seeds was noted as an impeding factor 
limiting increased yield from farms (Karanja et 
al., 2014; Mbowa & Mwesigye, 2016). Th e study 
further revealed that most producers were unable 
to import seeds individually due to the high 
cost involved and this aff ected their production 
decisions.

Th e other sources of production risk revealed by 
producers were the eff ect of pests and diseases as 
well as excessive rainfall and high heat, as they 
negatively aff ected the quality of potatoes, which, 
in turn reduced yield, and resulted in poor income. 
Risk due to pests and diseases in vegetables was 
reported by Alamerie et al. (2014) and Agiro 
(2011) as an important concern. Huirne et al. 
(2015) agreed that pests and diseases had a great 
infl uence on farm produce and profi ts.

Th eme: Marketing risks 
Most producers said that they encountered 
slow sales and low prices due to the surplus of 
potatoes from June to August each year as most 

producers sold unwashed potatoes which were in 
low demand in the local formal markets. Agiro 
(2011) states that the fall in the price of potatoes 
is another challenge faced by producers and 
impacts heavily on the industry. Some producers 
pointed out that since potatoes are perishable, 
when farmers encounter low sales, the situation 
always forces them to sell at a low price because 
they have no storage facilities where they can 
store their potatoes until they are able to sell 
at a better price in times of shortage. Kipkirui 
(2014) is of the opinion that the potato price is 
vulnerable to price instability and uncertainty 
due to its perishability and the associated 
problem of supply and demand. Producers also 
revealed a lack of co-ordination among producers 
to increase their bargaining power when it came 
to the selling of potatoes. Lack of coordination 
among producers was also one of the risk factors 
reported by Fakayode et al. (2012).

Th eme: Financial risk 
Th e high cost of seeds was the source of the 
highest fi nancial risk faced by the producers 
interviewed since seeds are not available locally 
(Th ey are imported from South Africa.) and 
consequently producers encounter high transport 
costs. Karanja et al. (2014) note that potato seeds 
are very expensive. Th e study revealed that 
most producers face challenges when acquiring 
production loans from fi nancial institutions and 
this makes it hard for them to expand or produce 
enough potatoes to meet the local demand. Th e 
inability to get credit was also noted by Riwthong 
et al. (2017) and Agiro (2011), as one of the sources 
of fi nancial risk faced by producers. Borrowing to 
fi nance a farm or activities on the farm exposes 
farmers to fi nancial risk (Elamerie et al. 2014).

Th eme: Mechanical risk 
Most producers in Namibia sell unwashed 
potatoes because they do not have potato washing 
machines. Artz and Naeve (2016) point out that 
it is risky for a farm not to have the equipment 
needed for its operations. Most producers said 
that they shared a potato washing machine to 
enable them to supply quality produce (washed 
potatoes) and substitute local produce for imports. 
Other producers export unwashed potatoes 
(particularly to Angola) since the formal market 
locally demands more of the washed potatoes 
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imported from South Africa. On the other hand, 
the study revealed that a few producers supply 
brushed potatoes which fetch a good price and 
are in high demand in the formal market.

Th eme: Institutional risk 
Th e study revealed that limited land and limited 
water allocation to producers are the source of 
highest risk in the potato industry. Th uevsen 
(2013) and Agiro (2011) argue that limited land 
is one of the sources of institutional risk. Karanja 
et al. (2014) note that small land sizes are one of 
the important factors that inhibit the realization 
of higher farm incomes and optimal production. 
In Namibia where land for agricultural purposes 
is limited, some producers experience challenges 
caused by pests and disease because they do not 
rest the land or practice crop rotation in order 
to avoid the build-up of pathogens. Ray (2013) 
argues that without proper crop rotation, farm 
businesses risk attack by disease and pests which 
could result in crop losses and poor yield.

Limited water allocation per producer aff ects the 
area planted and the type of crop planted since 
some crops consume more water than others. 
Consequently, some producers had to reduce the 
hectares they had allocated for potato production 
in order to enable them to use only the limited 
water allocated to them because potatoes are 
a crop that uses a lot of water. Due to limited 
water allocation and the limited availability of 
land some potato producers contracted other 
producers to plant for them in order to meet 
customer demand. Other producers rented land 
from farmers since they had no land.

Th eme: Human risk 
Th e lack of skilled farm workers was the only 
source of human risk identifi ed in this study. 
Producers who reported a lack of skilled farm 
workers as a source of human risk expressed 
the view that this risk caused delays in farming 
activities and aff ected the quality of farming 
output. Given that farm workers are the key 
human resource on a farm, if they do not know 
how to operate a planter, for example, this will 
cause delays in planting.

Producers train their workers in order to 
empower them with the skills they need to 

perform faster and deliver quality outputs. Agiro 
(2011) also argues that training of farm workers 
improves their effi  ciency and eff ectiveness in 
farm operations. Producers also pointed out not 
only the need for skilled farm workers but also 
machines which can carry out some activities 
faster than human power. Th e purchase of farm 
machinery to replace human power in key farm 
operational areas is an essential risk mitigation 
strategy to improve farm production processes 
(Aditto et al., 2012).

MANAGERIAL IMPLICATIONS 
Th e implication of risk management for 
potato production in Namibia is the ability of 
producers to identify risks and come up with 
sound risk management strategies that could be 
implemented by the aff ected producers to ensure 
reliable potato production and profi tability. 
Producers should therefore be well-informed and 
pro-active in identifying risks that aff ect potato 
production. However, identifi cation of risks alone 
is not enough. It is imperative that producers 
have comprehensive risk management strategies 
in place and ensure that these strategies are 
implemented and strategically followed in order 
to guarantee that the identifi ed risks are managed 
properly without having a negative eff ect on the 
farming business. Although producers try their 
best, they will not manage to mitigate all the 
identifi ed risks and Government should therefore 
invest more in the industry by providing its 
support to the growing of seed potatoes locally, 
providing washing equipment and storage 
facilities. In this way locally produced potatoes 
may in time be substituted for imports. Th e 
fi ndings of the research can also be used to train 
all stakeholders of the potato industry to prepare 
themselves more adequately for risks and also the 
eff ective management of business risks.

LIMITATIONS AND RECOMMENDATIONS 
Th e study focused on potato producers in 
Namibia only. As such the results cannot be 
generalised to other agricultural sectors as well. 
Th e sample further included potato producers. 
Future studies could benefi t from including 
other agricultural stakeholders as well to obtain 
a more holistic perspective on the business risks 
associated with the Namibian potato industry. 
Future research should at least cover producers, 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

355

traders, input providers and other service 
providers. It is further recommended that future 
study should be conducted to broadly analyse the 
eff ects of the identifi ed risks and how eff ective the 
implemented risk management strategies are on 
potato production.

Th e types and sources of risk identifi ed in this 
study are commonly encountered by most 
producers hence they use similar/the same 
strategies to manage these risks. It is therefore 
recommended that potato producers consistently 
implement comprehensive risk management 
strategies in order to mitigate risks, and in 
this way ensure a sustainable supply of quality 
potatoes locally. Moreover, Government should 
support producers with regard to planting and 
an improved local supply of potato seeds and 
the provision of washing equipment and storage 
facilities in order to further mitigate risk.

CONCLUSION 
Th e fi ndings of this research highlighted some 
critical risks that stakeholders of potato farming 
should themselves about in order to management 
business risks more eff ectively. Potato production 
does not only provide food, but is also a business 
that is a good source of income for most producers, 
provides opportunities for employment creation 
and also contributes to the economy of the 
country. However, potato production is a business 
beset by many risks, thus producers in Namibia 
encounter a number of risks that negatively 
aff ect production. Most importantly, producers 
implement various risk management strategies 
in order to mitigate these risks. It is not only 
crucial for Producers to be well-informed and 
actively involved in risk management for potato 
production, Government should also support the 
potato production industry to ensure sustainable 
production and a constant supply of good quality 
potatoes to meet market demand and ensure 
import substitution.
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ABSTRACT 
A number of studies indicates the fact that 
African economy has been the second fastest 
growing region in the world over the past 10 years. 
Africa economies have recorded average annual 
growth of 5.1% over the past decade, driven by 
greater political stability and economic reforms, 
which have unleashed the private sector in many 
countries. In addition, Africa has about 60% of 
the world’s unused cropland, providing it with a 
golden opportunity to simultaneously develop its 
agricultural sector and reduce unemployment. 
On current trends, African agriculture is on 
course to create 8 million wage-paying jobs 
between now and 2020. However, fi ndings from 
the research suggest that business ventures 
investing in the African continent experience 
a number of challenges relating to the lack of 
fi nancial accessibility, business climate and poor 
state of the infrastructure. Th erefore, African 
governments should work hand in hand with 
their local and international partners to create a 
better business environment that will stimulate 
growth.

Key words: investment, business, business ven-
tures, growth, opportunities

INTRODUCTION 
Th ere are numerous studies confi rming that 
Africa is experiencing unprecedented economic 
growth, which is closely tied to the private 
sector. A number of African countries are 
recording double digit economic growth rates, 
which are due to both private and public sector 
contributions. Although Africa is a big market 
consisting of more than two billion people, 
there are still big challenges to meet its demands 
because of a number of problems. As indicated 
by the UNDP (2014), NEPAD (2013) and many 

other multilateral agencies, development in 
Africa has not really taken off . Th is is due to a 
number of factors, of which the major one is 
the infrastructure gap, which has dramatically 
limited national, regional and international trade. 
As also noted by Ramachandran, Gelb, and Shah 
(2009), the reason why development has not really 
taken off  in many African countries is because of 
inadequate infrastructure, especially unreliable 
electricity provision and crumbling roads.

Th e business climate also seems to be a major 
constraint to growth in Africa. Th e African 
Development Bank (2013) and other multilateral 
agencies have indicated that the private sector 
faces many obstacles in Africa. Some of the 
challenges include inadequate government 
regulation, restrictive policies, severe skills 
shortages and mismatches between employers’ 
needs and available workers (particularly those 
just out of school), trade restrictions, tariff  and 
non-tariff  barriers to African exports, diffi  culties 
in obtaining medium- and long-term fi nance 
on aff ordable terms, and a large informal sector. 
Many African governments have recently 
recognised the central role of the private sector in 
generating more business. Although this may not 
have reached eff ective levels, many have realised 
the need to attract FDI (foreign direct investment) 
in the form of the private sector and the need to 
create a favourable environment to develop their 
respective countries or regions.

Th e private sector is already playing a crucial 
role on the continent, already generating two-
thirds of Africa’s investment, three-quarters of its 
economic output, and nine-tenths of its formal 
and informal employment. According to the 
NEPAD Agency, the private sector has a critical 
role to play in reducing Africa’s infrastructure 
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defi cit, which is working against its economic 
growth. Th e public sector needs to create an 
environment in which the private sector can 
thrive and the two must work together to deliver 
services and opportunities. One big challenge is to 
meet the fi ft een million new job seekers entering 
the African market annually. Unfortunately, most 
of these job seekers lack the appropriate skills and 
education to fi t into the skills needed to drive the 
economy. More so, they lack the entrepreneurial 
education and skills that would enable them 
to become the locally grown private sector. As 
indicated by Ramachandran (2009), the lack of 
local entrepreneurship inhibits competition and 
demands for a better business environment, thus 
impeding the emergence of an entrepreneurial 
middle class. According to the Offi  ce of the Special 
Adviser on Africa (OSSA), “the private sector is 
an important driver for growth and development, 
and a vibrant domestic private sector promises to 
be a virtuous link in the cycle of improving the 
competitiveness of African economies, signalling 
the existence of an enabling environment for 
business, and attracting foreign investment, 
which in turn strengthens the international 
competitiveness of African economies” (http://
www.un.org/en/africa/osaa/).

RESEARCH AIMS 
Th is paper aims to provide an overview of 
the challenges that constraints the growth of 
business ventures investing in Africa. Th e study 
further aims to provide recommendations for 
policymakers on ways to improve to business 
climate in order to stimulate investment and 
growth.

METHODOLOGY 
Th e study was conceptual and based wholly 
on literature. It focused on the challenges that 
constrain the growth of business ventures in 
Africa.

Th e article assumes the growth of business 
ventures in Africa can be addressed by 
transforming and applying economic policy. 
From previous literature reviews, access to fi nance 
and the improvement of the business climate 
were identifi ed as key elements of improving the 
ease of doing business in Africa. A number of 
sources – including journal articles, books and 

various reports – were consulted on the factors 
that constrain the growth of business ventures 
in Africa. Searches for the relevant literature 
included Google Scholar, EBSCOHost, SABINET, 
ProQuest, and Emerald. Th e word phrases used in 
the searches included business growth, business 
climate and fi nancial accessibility in Africa. World 
Bank economic reports for the selected countries 
were also consulted. Th e economic development 
of the selected countries was mainly compiled 
from their reports.

Th ere is extensive literature, both theoretical and 
empirical, relating to the challenges that constrain 
the growth of business ventures on the African 
continent. However, the two critical factors for 
growth on the African continent are considered 
to be fi nancial accessibility and the business 
environment.

FINANCIAL ACCESSIBILITY 
Stampini, Leung, Diarra and Pla (2011) have 
reported that the fi nancial support provided to 
the private sector constitutes on average 21% of 
GDP, with a minimum of 4% in Sierra Leone and 
Ghana and up to 21% in Zambia. In addition, 
fi nancial support is reported to be very low in 
post-confl ict and low-income countries. Th is 
situation is mainly because Africa’s fi nancial 
market is neither well developed nor regulated. 
Further, it was found that in countries, such as 
the Democratic Republic of Congo, Angola, Sao 
Tome e Principe, Madagascar, Burkina Faso and 
Benin, fi nancial support was mostly used by the 
private sector. Unfortunately, the private sector 
does not include the SME sector, which in most 
cases is informal. Th is informality restricts access 
to fi nance.

Bakhas (2009) has listed the following constraints 
for SMEs wishing to access fi nance, namely the 
stringent lending criteria of fi nancial institutions; 
information asymmetry; excessive transactional 
costs; discrimination; lack of collateral and own 
capital distribution; lack of management and 
business skills; lack of investment readiness; poorly 
developed business plans; lack of mentoring and 
assistance; and lack of government support. 
Specifi c countries have been chosen for analysis, 
starting with South Africa, which is one of the 
most developed economies on the continent.
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South Africa 
A number of studies suggest that the South 
African fi nancial sector is one of the best on 
the African continent. It comprises a number 
of institutions, such as SEFA (Small Enterprise 
Finance Agency), Development Bank of Southern 
Africa, the National Empowerment Fund, and 
various business partners. Cant and Wiid (2013) 
have indicated that even though the government 
and the private sector make available fi nancial 
support, SMEs are still struggling to access 
fi nance. Another study conducted by Manzini 
and Fatoki (2012) highlights the fact that the 
ability of SMEs to develop was mainly infl uenced 
by their potential to invest in restructuring and 
innovation and these investments require capital 
and therefore access to fi nance.

A study by Mba and Emeti (2014) highlights the 
fact that the obvious poor performance rate of 
SMEs could be attributed both to the lack of access 
to fi nance and to the high level of incompetence in 
fi nancial management. Further, the authors have 
also indicated that although SMEs have access to 
fi nance, the lack of required skills in managing 
the resources negatively aff ect decision making.

Ahiawodzi and Adale (2012) also emphasize 
that the inability to access fi nancial resources 
constitutes a huge constraint for SME 
development in that SMEs cannot meet many of 
their operational and investment needs. Further, 
Okechukwu and Emeti (2014) concur by pointing 
out that access to fi nancial support remains a 
critical issue and that the fi nancial conditions set 
by the lending institutions also constitute a major 
constraint for potential borrowers.

Musara and Fatoki (2012) also highlight the fact 
that the application for fi nancial support by newly 
formed organisations is oft en declined because of 
the lack of a credit history record or other vital 
information. Furthermore, Fatoki and Smit (2011) 
indicate that both internal factors (e.g. managerial 
competency, reliability of fi nancial information, 
networking, etc.) and external factors aff ect the 
availability of fi nancial resources. Based on the 
above evidence, it can be argued that much of 
the literature supports the argument that SMEs 
are experiencing various challenges in accessing 
the fi nancial support required for growth and 

sustainability.

Ethiopia 
Ethiopia is among the poorest countries of the 
world with a population of 91 195 675. According 
to the UNDP Survey conducted in 2014, the 
country is ranked 173rd out of 187 countries 
surveyed, with an average GDP per capita income 
of US 1 200 dollars, despite the promising recent 
fast double digit economic growth. According to 
the World Bank 2012 Report, 38.7% of Ethiopians 
lived in extreme poverty in the years 2004-2005; 
fi ve years later, the numbers reduced to 29.6%. 
Th e Ethiopian government recently introduced a 
fi ve-strategy plan (2011-2015) called the Growth 
and Transformation Plan (GTP) to address the 
challenges related to alleviating poverty in the 
country.

Considering the high challenges faced by the 
Ethiopian economy, both entrepreneurship and 
small business development play a central role 
in the economic policies in these countries to 
help them face the challenges related to poverty. 
According to Gbabdi and Amissah (2014), the 
Ethiopian fi nancial sector is still underdeveloped. 
Th e authors also indicate that two types of 
fi nancing are used in Ethiopia, namely formal 
and informal. While the fi rst one is made up of 
commercial banks, the second one is mainly done 
through borrowing from friends, cooperatives 
and other private investors.

Cameroon 
Cameroon’s fi nancial sector is also still 
underdeveloped with banks mainly located 
in urban centers. It is a bank-centered system 
comprising a few commercial banks with services 
that are mainly limited to short-term lending, 
which account for about 87.5% of all credit to 
the economy in 1995. Th is situation had hardly 
changed in 2016. Furthermore, major challenges 
for borrowers are the high borrowing interest rate 
cap on loans and insuffi  cient creditworthiness 
of clients. In addition, there has not been a 
lack of development of other fi nancial lending 
institutions available for potential borrowers 
(Akinboade & Kinfack, 2014).

According to the International Money Fund 
Report of 2009, the fi nancial sector in Cameroon 
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is reported to be among the lowest in sub-
Saharan Africa region with less than 5% of the 
population having access to banking services. Th e 
Cameroonian government is also experiencing 
challenges in developing a suitable fi nancial 
product for the SME sector, because of a weak 
business environment and high bank lending 
rates. Th e government should therefore fi rst 
ensure that an appropriate legal and judicial 
system is in place to strengthen the weak business 
environment.

Nigeria 
Th e latest reports indicate that Nigeria is now the 
biggest economy on the African continent with a 
GDP of US$376 284 billion in 2017. Th e Nigerian 
banking system is currently dominated by 6 out 
of 20 banks. Th ese six banks account for about 
60% of the total banking sector assets.

Th e International Monetary Fund 2013 Report 
indicates that access to fi nance remains a critical 
issue for Nigerian entrepreneurs. Although some 
adjustments had been made over the past years, 
the microfi nance sector remains characterized 
by many small, fi nancially weak and ineff ective 
institutions. According Okafor and Onebunne 
(2012), Nigerian entrepreneurs usually access 
fi nancing through personal savings, or through 
loans and grants from relatives or various business 
associates. Th e funds are made available through 
equity and venture capital participation.

Owing to SMEs being perceived as high-risk 
borrowers, commercial banks and fi nancial 
institutions only provide limited fi nancial support 
rather than full fi nancing at a high interest rate. 
Kanayo, Jumare and Nancy (2013) indicate that 
microfi nance institutions play an important role 
in fi nancing entrepreneurs in Nigeria.

However, there are many challenges associated 
with microfi nancing, such as inadequate funding, 
less attention to fi nancial sustainability of 
microfi nance institutions, limited support for 
human and institutional capacity building to 
increase loanable funds, and a lack of standardized 
reporting and performance monitoring systems. 
Th e microfi nancing sector could provide a 
possible solution to fi nancing SMEs in the face 
of the reluctance of the big banks. Furthermore, 

Chinasa (2015) suggests the following strategies 
to improve the services off ered by microfi nance 
institutions, namely a reduction in the interest 
rate; the relaxation of the conditions related to 
microfi nance access; the necessity to develop 
a microfi nance system close to people; and the 
necessity to reduce the reimbursement period for 
microcredit.

Lincoln (2012), in the study on female 
entrepreneurship accessing fi nance for start-up 
and growth, adds that discrimination appears to 
be another major constraint to accessing fi nance 
in Nigeria. Th e study further indicates that the 
majority of the sample reported that fi nances for 
entrepreneurial ventures were raised mainly from 
own savings or other sources, such as friends and 
family.

Mozambique 
Mozambique is one of the poorest countries on the 
continent. Its situation is not very diff erent from 
Ethiopia or Cameroon. Th e World Bank 2014 
Report on the fi nancial accessibility for technology 
entrepreneurs in the Southern Africa region 
states that the Mozambican economy consists 
mainly of megaprojects, large companies and a 
huge number of informal businesses estimated to 
be nearly 90% of the informal sector. As a result, 
the small business sector is not well developed in 
the country. Th ere is a lack of suffi  cient fi nancial 
support for start-up entrepreneurs and it is usually 
provided through grants. High lending rates also 
constitute an obstacle for potential entrepreneurs 
to embark on business activities. In addition, 
potential entrepreneurs also lack the fi nancial and 
management skills required. Grants are mainly 
for poverty alleviation and it is debatable if they 
support entrepreneurship or inhibit it.

BUSINESS CLIMATE IN AFRICA 
A number of studies have emphasized the fact 
that a “friendly” business climate is crucial for 
the success of business ventures on the African 
continent. Th is support can be achieved by 
providing more agreeable rules and regulations in 
the sector through tax benefi ts, other incentives 
and the necessary training and counselling to boost 
the skills of the start-up entrepreneur (Rogerson, 
2010). Apart from that, policies regulating the 
private sector should be designed to suit the 
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current trends occurring in world economies. 
Major policy changes can include provision of 
venture capital funds; inclusion in government 
procurement programmes; protection of 
propriety ideas and innovation; investment in 
education and research; explicit recognition of, 
and support for, entrepreneurship by government 
agencies; fostering entrepreneurship by 
educational institutions; and the minimization 
of entry barriers (Gnyawali & Fogel, 1994). 
Government can positively infl uence the private 
sector by removing conditions that create market 
imperfections and administrative rigidities. 
Th erefore, by promoting “an enterprise culture” 
at a higher country level, citizens will be more 
tempted to embark on entrepreneurial activities. 
Th ese “requirements” seem to be lacking in many 
African countries, and where they exist with regard 
to policy statements, they are oft en not applied on 
the ground. As a result, entrepreneurship is then 
not well supported by the legislative environment, 
which results in the limited fi ght against poverty 
alleviation.

Klapper and Love (2010), using a sample of 93 
countries (across the world), investigated the 
impact of entry regulations (the list of procedures 
required in starting a business) as well as the time 
frame and the cost of these procedures. Th e study 
highlights the fact that all the selected measures 
negatively impact small business creation. 
Djankov, Ganser, McLiesh, Ramalho and Shleifer’s 
(2010) study further indicates that corporate 
taxes have a negative impact on entrepreneurship 
development. Th e study also emphasizes that the 
procedures required to start a business also have 
a negative impact on the entry rate of businesses, 
while GDP per capita and good governance are 
reported to positively impact entrepreneurship.

According to Djankov, Porta, de-Silanes and 
Shleifer, the African private sector consists 
mainly of informal business because of the high 
costs associated with starting and running a 
formal business. In addition, a study conducted 
by Djankov, Porta, de-Silanes and Shleifer 
(2000), using a sample of 75 countries, reports 
that the offi  cial costs required in setting up 
new fi rms entail fees worth, at best 1.4% of the 
GDP per capita of Canada, and at worst 260% 
of the GDP in Bolivia. In addition, the authors 

also highlight that the process of registering a 
business in Canada includes two steps and two 
days, while it requires 20 procedures and 82 days 
in Bolivia. Th e Bolivian scenario best represents 
the position of the majority of African countries. 
Furthermore, it was reported that in Egypt, 77 
bureaucratic procedures, including 31 public 
and private agencies, take 5 to 14 years. Based 
on the above evidence, it can be argued that the 
current business regulatory laws are very hostile 
for any entrepreneurial activities on the African 
continent.

In the following paragraphs, a number of African 
countries are investigated to give a brief overview 
of the status quo of their respective business 
environments. Th e fi rst country we look at is 
Ethiopia. A study conducted by Brixiova and 
Ncube (2013) indicates that investing in Ethiopia 
could be very challenging, because the private 
sector is still underdeveloped. Further, Brixiova 
and Ncube (2013) list some of the challenges that 
business ventures have to face while investing 
in Ethiopia, namely credit constraints, weak 
judiciary and regulatory framework and many 
trade barriers. In addition, the World Bank also 
provides additional information about Ethiopia 
in the 2013 Doing Business Report, namely that 
Ethiopia’s ranking declined dramatically from 
97 in 2007 to 127 out of 185 in 2013. Despite 
the extreme challenges faced by the Ethiopian 
economy, the government is committed to 
improve the current business environment in 
order to attract foreign direct investment. Recently, 
the Ethiopian government has introduced a 
number of reforms to improve the cost of doing 
business in the country. In addition, the majority 
of Ethiopia’s SMEs are currently operating in 
the informal sector and they reportedly account 
for about 45% to 50% of the employment in 
the urban areas. Such a high percentage is a 
refl ection of the sector’s importance and the need 
for government to focus on its development. 
A positive development obviously has positive 
outcomes for poverty alleviation.

Th e next country that was investigated is Nigeria. 
Offi  cially called the Federal Republic of Nigeria, it 
is a country in West Africa, bordering Niger in the 
north, Chad in the northeast, Cameroon in the 
east, and Benin in the west. Nigeria is the largest 
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economy in Africa followed by South Africa 
(www.allafrica.com). According to the 2013 
International Monetary Fund Report, Nigeria’s 
economy has managed to maintain a constant 
growth of about 7% since 2009. Th ere has been an 
improvement in the performance of the fi nancial 
institutions over the past years. However, 
the regulatory and supervisory framework is 
reported to be still underdeveloped, thus creating 
confusion in how to interpret it. In addition, 
active terrorist groups operating in the north of 
the country continue to pose a serious threat to 
potential investors, since the country is classifi ed 
as a “high risk”, which increases investment costs.

Th e next country that we will look at is Rwanda. 
Rwanda is a small, landlocked country. Th e 
country is hilly and fertile with a densely packed 
population of about 12.2 million people. Rwanda 
borders the far larger and richer Democratic 
Republic of Congo, as well as its closest East 
African neighbours, Tanzania, Uganda, and 
Burundi. Over the past years, Rwanda has achieved 
substantial progress because of important 
economic and structural reforms. Sheriff  and 
Muff atto (2014) have conducted a study of the 
Republic of Rwanda, which highlights the fact 
that Rwanda is among the African countries that 
are currently performing well in terms of creating 
a favorable business environment for private 
sector development. Despite the fact that Rwanda 
suff ered from civil war in the late 1990s, which 
destroyed most of its infrastructure, it has been 
reported that it is among the leading reformers 
in promoting a safe business environment for 
doing business. In 2011, Rwanda was ranked 58th 
out of 183 in the World Bank Doing Business 
Report. Th e SME Policy, developed in 2006, was 
developed around various sub policies, such as 
the trade, industrial, and handicraft  policies. Th e 
Rwandan government supports the SME initiative 
through various government programmes. 
However, owing to the lack of resources, capacity 
and coordination, these initiatives are limited. 
An illustration of the support of the Rwandan 
government to SMEs is done through the 
“Centre d’Appui aux Development”, which was 
established in 2009. Th e Rwandan government 
is still experiencing challenges in creating a 
favorable business environment, but progress 
has been made over the past years. One can also 

observe that the countries that have recorded 
high positive growth rates have to some extent 
initiated positive investment climates in support 
of the private sector, especially of SMEs. Th ough 
a lot still needs to be done, the opening up of 
the economies in the countries cited, especially 
aft er destructive civil wars and centrist economic 
regimes, has borne fruit.

CONCLUSION AND RECOMMANDATIONS 
A number of studies have emphasised the fact 
that Africa has a promising economy with 
increasing national, continental and regional 
activities contributing towards its development 
(Esangbedo & Che, 2016). Despite the fact that 
the investing in African economies can be very 
benefi cial, careful planning should be conducted 
in order to clearly identify the pros and cons of 
each country.

In addition, African governments should work 
towards improving their fi nancial sector and 
business climate. Th is can be achieved through 
various reforms in their laws, tax regulations 
and other policies that regulate the business 
environment. African governments should also 
improve their infrastructure. A study conducted 
by Ramachard et al. (2009) highlights the fact that 
the best solution to the underdevelopment of the 
continent is the need to invest in infrastructure 
development as well as improving the current 
regulations to reduce the cost of doing business.

MANAGERIAL IMPLICATIONS 
Th ere is no doubt that investing in the African 
market is very crucial for any organisations 
considering the potential benefi ts that could 
be obtained in the trade. By encouraging and 
supporting the implementation of foreign 
companies, African economies could address 
a number of challenges such as job creation 
and skills development. However, African 
governments should be committed to create 
and sustain a stable business environment that 
will stimulate investment. Th is can be done by 
implementing a number of economic reforms 
that will boost investors’ confi dence. In addition, 
African governments should also work hand in 
hand with the private sector in order to identify 
all possible threats that constraints their growth.
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ABSTRACT 
In 2016, a South African Research Agency 
(codenamed SARA) piloted a portfolio, 
programme and project management framework 
(PPPMF) as a governance mechanism for 
promoting organisational eff ectiveness through 
project implementation. Amongst others, it was 
(and indeed, is) hoped that the PPPMF would 
serve the following strategic goals:

• Support the implementation of South 
Africa’s industrialisation strategy through 
the effi  cient prioritisation and selection of 
research and development (R&D) projects 
and programmes; 

• Enable effi  cient allocation of resources, 
including human capital, infrastructure and 
fi nancial resources in project and programme 
execution; 

• Ensure systematic monitoring and evaluation 
of the R&D portfolio against key output, 
outcomes and impact; and

• Maximise return on R&D investments. 
To date however, projects at SARA continue 
to be managed on ad hoc bases, depending on 
individual preferences and capabilities. Th e 
continued absence of a consistent approach to 
project management across the organisation might 
constraint the attainment of the aforementioned 
goals.

Taking a system-wide view, this study reviews 
the readiness of SARA in implementing the 
PPPMF. Following an initial exploratory review, 

three pertinent organisational constructs were 
used to focus the analysis namely, organisational 
structure, culture and project management 
capability. Using a qualitative methodology 
incorporating thematic analysis, the study 
reveals that while the PPPMF has the potential 
to enhance project performance across the 
organisation, targeted adjustments to the selected 
organisational phenomena are required to 
facilitate SARA’s attainment of organisational 
project maturity, which encapsulates the strategic 
goals of the PPPMF.

Keywords: Project management framework, 
Organisational enablers, Organisational proj-
ect maturity, Triple-loop project learning. 

INTRODUCTION 
In 2016, a major South African research agency, 
which for the sake of maintaining anonymity is 
referred herein as SARA, developed a framework 
with the primary aim of providing a governance 
mechanism for promoting the effi  cient and 
eff ective management of projects, programmes 
and portfolios. SARA is one of the agencies 
mandated to advance scientifi c research towards 
supporting national development goals. Th ree 
years on, the resultant project, programme and 
portfolio management framework (3PMF) 
which was a product of an organisation-wide 
consultative process, is yet to be implemented. 
Without activating the framework document, it 
is virtually impossible to determine its effi  cacy 
and the organisational goals for which it was 
developed might never be realised.
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While the undertaking of anonymity constraints 
the extent to which the contextual relevance of 
this paper can be demonstrated, every eff ort is 
made to ensure that pertinent theoretical and 
practical elements are explained to facilitate the 
transfer of valuable lessons. Th e core elements of 
the 3PMF are outlined in Figure 1.

At the core of SARA’s 3PM framework is the 
governance and oversight function, which 
coordinates the work of three functional areas:

• A business development unit which is charged 
with the exploration of client relations and 
development of strategic partnerships; 

• An execution and delivery unit which is 
charged with the carrying out the actual 
project management operations; and

• A capability development unit charged 
with knowledge management towards 
organisational learning SARA’s project, 
programme and portfolio management 
practices. 

All three pillars of the framework are to have 
champions at executive level, supported by 
technical and operational staff .

It was envisaged that the 3PMF would serve the 
following strategic goals for SARA:

• Guide the prioritisation and selection of 
research and development (R&D) projects 
and programmes in line with South Africa’s 
industrialisation strategy; 

• Ensure a balance in the portfolio of R&D 
projects and programmes to achieve the 
desired outcome;

• Contribute to the effi  cient and eff ective 
allocation of organisational resources; 

• Create a centralised repository of SARA 
intellectual property; 

• Create data and information promote 
transparent and evidence-based decision-
making and facilitate audits for fi scal 
responsibility and accountability; and

• Maximise return on R&D investments. 
Despite the noble intentions articulated in the 
3PMF, the various research centres within SARA 
continue to manage their projects following 
disparate processes. Th e non-adoption of a 
framework that promotes systematic project 
management practices across the organisation 
could be undermining organisational 
performance and development.

Th e organisational environment of SARA 
Within the constraints of maintaining the 
anonymity of SARA, it is important to highlight 
pertinent organisational characteristics so that the 
contextual relevance of the ensuing discussions 
and analysis can be clear.

SARA operates a typical functional organisational 
structure with four main pillars, namely, Research 
and development; Strategic alliances and 
communications; Shared services; and Finance. 
SARA is one of the agencies whose CEO and 

FIGURE 1: KEY COMPONENTS OF SARA’S PROJECT MANAGEMENT FRAMEWORK. 
SOURCE: ADAPTED FROM A SARA PUBLICATION (DETAILS WITHHELD TO SAFEGUARD ANONYMITY)
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Board of Directors advise the Minister of higher 
education, science and technology on national 
issues pertaining to scientifi c research.

As SARA’s mandate resides in research and 
development, project success is defi ned in line 
with the dimensions proposed by Mikulskiene 
(2014), which include economic value, social 
value and the professional value that accrues to 
key stakeholders. Professional value, for example, 
is measured by the number of journals, conference 
papers and the technology demonstrators 
resulting from a project. Th ere is a provision to 
measure client satisfaction by means of surveys; 
however, this is not consistently implemented 
across business units.

PROBLEM STATEMENT 
Th ere is a palpable, though undocumented 
tension across SARA employees and other 
stakeholders regarding the real value of the 3PMF. 
While some feel that it was an exercise in futility, 
there are those who believe that the framework 
has the potential to meaningfully improve work 
outcomes at SARA. Th is sentiment is supported 
by abounding evidence in management literature 
which points to a positive correlation between 
the eff ective adoption of a systematic project 
management framework and improved project 
(and organisational) performance (Kerzner, 
2015; Naybour, 2016; PMI, 2013), including 
R&D focused organisations (Kerzner & Kerzner, 
2017). To realise the benefi ts of a system-wide 
project management framework, organisations 
are required to develop higher levels of project 
maturity (Jugdev & Th omas, 2002). Th is paper 
therefore arises from the curiosity to know what 
it would take to eff ectively implement the 3PMF, 
so that SARA can be placed on the path to full 
project maturity.

RESEARCH AIMS AND OBJECTIVES 
Flowing from the above-stated problem, this 
study aimed to explore the organisational factors 
that might facilitate or constrain the eff ective 
implementation SARA’s 3PMF so that an adequate 
managerial response can be proposed towards 
ensuring that the strategic goals of the framework 
are realised.

Th is broad aim can be more specifi cally translated 

into the following research objectives, in respect 
of SARA’s implementation of the proposed 
project, programme and portfolio management 
framework:

Objective 1: To review recent project management 
literature to identify key organisational factors 
that might infl uence project management 
maturity within SARA;

Objective 2: To explore the prevalence of the 
identifi ed factors in the current context of SARA; 
and

Objective 3: To analyse the managerial 
implications arising therefrom and recommend 
appropriate responses.

LITERATURE REVIEW AND 
CONCEPTUAL FRAMEWORK 
Th e importance of project management 
frameworks 
Too and Weaver (2014) note that increasing 
pressures in the operational environments 
notably reducing time to market and diverse 
client requirements are compelling organisations 
to manage several projects concurrently. To 
eff ectively manage the resulting multiple 
projects interdependencies and ensure relatively 
consistent levels of performance, they argue that 
each organisation must develop a comprehensive 
project management framework. To be eff ective, 
such a framework must be contextually relevant 
to the organisation in relation to factors such as 
the nature of core business and types of projects 
undertaken; team composition and experience; 
and organisational culture (Joslin & Müller, 
2014).

Naybour (2016) posits that the adoption of a 
systematic project management approach can 
benefi t any organisation in ways such as improving 
decision-making, minimising scope creep, better 
management of client expectations, minimisation 
of project completion times and better cost 
controls. Th e adoption and implementation of 
standard project management methodologies 
and processes signals organisational project 
maturity (Kerzner & Kerzner, 2017; Silva, Tereso, 
Fernandes & Pinto, 2014), which promotes 
improved project performance in a variety of 
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organisational contexts, including research and 
development (R&D) programmes (Turner, 2016).

Project management frameworks in R&D 
context 
Wolf and Hanisch (2014) warn that the traditional 
linear project management approaches do not 
consider the complexity of innovative research 
and development projects. For such projects, 
they recommend frameworks that incorporate 
agile project management methodologies that 
can handle the multiplicity of stakeholders 
involved and the uncertainty that characterises 
them; a sentiment echoed by the United States’ 
Energy Facility Contractors Group (EFCOG, 
2018). Th e United Kingdom’s Science and 
Technology Facilities Council (STFC), follow a 
project lifecycle approach, which encapsulates 
all the phases from project conception, through 
implementation and extends beyond project 
closeout to benefi ts realisation (STFC, 2017). 
Kerzner and Kerzner (2017) argue that Lifecycle 
costing which advocates the consideration of 
downstream cost elements (such as support and 
maintenance) in the R&D project phase to avoid 
unpleasant cost surprises subsequently. Beyond 
the widely accepted criteria for project success 
(i.e. time, cost, scope and quality (PMI, 2013)), 
Mikulskiene (2014) quite sensibly argues that 
R&D projects must pertinently aim to deliver the 
following forms of value:

• Organisational value – the value that the 
project adds towards realising the strategic 
goals of the organisation; 

• Social value – the value the project adds to the 
local communities, city, region or country;

• Professional value – the growth in competency 
of the researcher and organisational 
capabilities and innovation in general 
resulting from the project; and

• Economic value – the contribution of project 
outcomes to macroeconomic objectives such 
as job creation attributable to the project.

In sum, the factors outlined in this section 
highlight key considerations when evaluating 
the relevance of a project framework for a R&D-
focused organisation such as SARA.

Project success factors 
Conceptually, we draw from three pertinent 
management constructs which can be used to 
explain how organisational performance might 
be enhanced through the implementation of a 
project management framework.

First, we consider the importance of 
organisational enablers (OEs) for project, 
programme and portfolio management, which 
has been recognised as one of the emerging topics 
in project management. OEs refer to structural, 
cultural, technological and human resource 
practices that promote organisational project 

FIGURE 2: ORGANISATIONAL ENABLERS FOR PROJECT, PROGRAM AND PORTFOLIO MANAGEMENT 
SOURCE: ADAPTED FROM WEN AND QIANG (2016:116)
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management (OPM) best practices (PMI, 2013). 
Where they occur in the contextually appropriate 
manner, these factors have been found to 
facilitate the achievement of consistently high 
and predictable project management outcomes 
(Müller, Pemsel & Shao, 2015; Wen & Qiang, 
2016). Th e notion of OEs is rooted in the resource-
based view (RBV) of organisational eff ectiveness, 
which highlights the presence of inimitable 
and intangible resources (which characterise 
OEs) as sources of competitive advantage and 
performance excellence (Jugdev & Th omas, 2002; 
Wen & Qiang, 2016). Wen and Qiang’s (2016:116) 
conceptualisation of the OE framework highlights 
two dimensions of OEs (see Figure 2 below) which 
bear management implications. Firstly, they 
should be fi rm and context specifi c. Secondly, 
OEs for project, programme and portfolio should 
be located in diff erent strategic positions and 
identifi ed for each hierarchy separately within the 
organisational structure.

While the project, program or portfolio 
management processes might be tangible 
and therefore imitable, their enablers are the 
intangible resources and inimitable assets that an 
organisation possesses. Organisational enablers 
therefore enhance fi rm specifi city, increase 

transaction costs and reduce resource mobility, 
which altogether enhance the competitive 
position of an organisation. Although grounded 
in the Chinese context, empirical results from 
the application of Wen and Qiang’s (2016) OE 
framework provide useful leads to factors that 
can be explored in the South African context.

Th e second construct explored, namely the 
institutional context of project management 
(Morris & Geraldi, 2011), takes a more focused 
view of the importance of context in assessing 
the relevance of OPM frameworks. Morris 
and Geraldi (2011:20) argue that to deliver 
consistently high levels of performance, project 
management should be conceptualised at three 
levels, as depicted in Figure 3.

Level 1 is the technical level, which defi nes the tools 
and techniques of project management and project 
success criteria. Level 2 is the strategic level, which 
aims to ensure strategic alignment, sponsorship 
support and stakeholder management. Level 
3 is the institutional level which captures the 
importance of organisational phenomena such as 
culture, structure and politics in ensuring eff ective 
project governance. Put diff erently, the technical 
level focuses on project execution management, 

FIGURE 3: THE TECHNICAL, STRATEGIC AND INSTITUTIONAL LEVELS OF PROJECT MANAGEMENT
SOURCE: ADAPTED FROM: MORRIS AND GERALDI (2011:20)
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while the strategic level focuses on programme 
management (i.e. the front end management 
of projects) and the institutional level focuses 
on portfolio management, which requires more 
leadership as opposed to management. Morris 
and Geraldi (2011) extend Engwall’s (2003) 
argument that project performance is infl uenced 
by institutional factors by arguing for the pro-
active development of appropriate institutional 
contexts as precursor for project, programme and 
portfolio management success.

Th ree parallels can be drawn between Wen and 
Qiang’s (2016) OE and Morris and Geraldi’s 
(2011) three-level frameworks. First, they both 
advocate a triple level approach to project, 
programme and portfolio management, with 
a clear alignment between levels. Second, they 
uphold the primacy of the institutional context as 
a determinant of project success. Lastly, the same 
factors (e.g. organisational structure and culture) 
are recognised as key determinants of project 
success in both frameworks.

Finally, we draw from a framework which 
proposes the incorporation of knowledge 
management and organisational learning as key 
ingredients for continuous improvements in 

organisational project management. Following 
a conceptual analysis of the use of experiential 
learning in advancing organisational project 
management capabilities, McClory, Read and 
Labib (2017:2) argue that organisations that 
consciously invest in developing an organisational 
culture and processes that promote individual 
and organisational learning tend to reap good 
returns on their investments. As Argyris (1999) 
quite rightly opines, while the organisation 
creates the conditions for learning (through for 
example, the prevailing culture, politics, policies 
and procedures), it is individual behaviours and 
actions that lead to learning. Th rough a review on 
literature on organisational learning and triple-
loop learning and rigorous reconceptualisation 
in the project management domain, McClory 
et al. (2017:12) propose the Triple-loop Project 
Learning Framework (Figure 4 below) as a way 
of characterising a mature learning organisation 
in relation to organisational project, program and 
portfolio management.

In Triple-loop project learning, high-level 
systemic attributes such as organisational culture 
and goals are interrogated when evaluating project 
outcomes, over and above the an evaluation of 
the project parameters and their underlying 

FIGURE 4: TRIPLE-LOOP PROJECT LEARNING.
SOURCE: MCCLORY, READ AND LABIB (2017:12).
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assumptions (which characterise double-loop 
project learning) and a basic comparison of actual 
versus planned outcomes which characterises 
single-loop learning. Th e implementation of the 
lessons-learned process thus occurs at three levels 
concurrently, enabling deeper organisational 
learning from project management practices.

Read together, the organisational enablers (OE) 
framework, the institutional level framework 
and the triple-loop project learning framework 
off er useful conceptual lenses through which the 
effi  cacy of SARA’s 3PMF can be explored. All three 
frameworks are aligned in their core elements 
of the content and process required to enhance 
organisational project performance and promote 
organisational project maturity. For example, the 
pervasive infl uence of organisational culture and 
structure on project management practices stands 
out. In this sense, the selected frameworks support 
other scholars who assert that organisational 
culture underpins organisational structure (Suda, 
2017), strategy formulation and implementation 
(Rose, 2018), and the formulation of project 
success criteria (Ochiel, Iravo & Wandera, 
2017). As Prado, Kalid, and Archibald (2017) 
rightly assert, the adoption of an organisation-
wide project management approach is in itself 
a culture change in the management practices 
of an organisation. Additionally, organisational 
resourcefulness in terms of project management 
capability lies at the core of organisational 
learning pathways conceptualised by all three 
frameworks. From a process perspective, all three 
frameworks advocate triple-layered learning 
approaches which distinctly, yet concurrently 
promote performance and learning in the 
domains of projects, programmes and portfolio 
management.

Organisational structure also stands out (from the 
three selected frameworks) as an important factor 
infl uencing organisational project management 
and learning; a viewpoint supported by several 
other scholars. Organisational structure 
determines the distribution of power within the 
project management environment and therefore 
impacts project outcomes (Kezner, 2017).

Project management capability and maturity 
Th e presence of fundamental project management 

knowledge and skills across the spectrum 
of project management methodologies also 
surfaces as an essential ingredient of all the three 
frameworks reviewed above. Blaskovics (2016) 
warns that the volatile and complex business 
environments in which most organisations operate 
require project managers to possess a broad mix 
of skills and competencies such as planning, 
scope management, cost management and 
communication. Technical skills, interpersonal 
skills, attention to detail and leadership skills are 
among some of the skills that researchers suggest 
that project managers need to possess to ensure 
eff ective project management (PMI, 2013). It is 
also imperative for the project manager to possess 
resources management skills to meet project goals 
as well as client expectations (Moura, Carneiro & 
Diniz, 2018).

As earlier indicated, the OE framework highlights 
the importance of technological resources as 
enablers of organisational project maturity. 
Hendricks (2015) and Bunner (2016) note 
that project management tools have attributes 
that provide smoother operations, increased 
effi  ciency and improved collaborative experience 
among project team members in geographically 
dispersed locations. Th ese attributes include data 
storage and backup, accessibility and instant 
communication, keeping up with deadlines, 
budget tracking, schedule tracking as well as social 
media opportunities. Wilson (2016) notes that 
technology enables project managers to record 
and present large amounts of project data, which 
in turn enables project team members to have 
real-time project information, thus facilitating 
timeous decision-making necessary to prevent 
cost overruns. He argues that the automation of 
the transmission of important information such 
as decision points or project timeframes can 
improve project success drastically and this is 
only possible if an integrated project management 
tool is adopted.

Pasian (2014) posits that project management 
maturity models such as OPM3 can be used to 
measure the project management capabilities 
and defi ne improvement targets necessary to 
achieve project management eff ectiveness in the 
long term. Accordingly, Pasian (2014) identifi es 
fi ve stages to project maturity as indicated by the 
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following process levels:

• Initial process: Projects are managed mainly 
through ad hoc, uncontrolled, reactive 
processes; 

• Repeatable process: Project management 
practices become fairly repeatable processes, 
yielding some consistent results

• Defi ned process: Th ere are standard procedures 
for project management, which form the basis 
for consistent process performance across the 
organisation.

• Managed process: Process performance 
criteria are well defi ned, monitored and 
controlled. Process capability is also 
established.

• Optimising process: Th ere is a clear focus on 
continuous improvement and organisational 
learning.

Th is framework off ers an accessible yardstick 
against which any organisation’s project maturity 
level can be gauged.

Conceptual framework 
Drawing from the three frameworks and other 
supporting literature highlighted in the preceding 
review, we conceptualise the role of SARA’s 

proposed 3PM framework in enabling improved 
project performance and organisational project 
learning as depicted in Figure 5.

Th e organisational project management (OPM) 
enablers represent factors such as organisational 
culture, structure, human and technological 
resources which are deemed to infl uence project 
performance as signalled by indicators such 
as delivering projects within cost, schedule, 
scope and client expectations. Further, in order 
to enable continuous learning and promote 
greater organisational project maturity, SARA 
must capture valuable lessons from preceding 
projects and programmes, which might in turn 
infl uence the future redefi nition of the pertinent 
organisational enablers.

RESEARCH METHODOLOGY 
Th e requirements for Research Objective 1 are 
essentially conceptual and have been addressed 
in the preceding (i.e. literature review) section. 
Th ree broad constructs were identifi ed as potential 
determinants of organisational project maturity 
at SARA. Th ese are organisational culture, 
organisational structure and project management 
capability, which includes the presence of relevant 
technological resources and project management 
competences. Th e empirical component of this 

FIGURE 5: CONCEPTUALISING THE RELATIONSHIPS BETWEEN ORGANISATIONAL ENABLERS, 
PROJECT PERFORMANCE AND ORGANISATIONAL LEARNING

SOURCE: AUTHORS’ OWN CONSTRUCTION
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study described in this section primarily aims 
to address Research Objective 2, while Research 
Objective 3 is addressed via a meta-analysis of 
the empirical fi ndings in triangulation with prior 
research fi ndings.

Th is study followed a phenomenological approach, 
which is steeped in interpretivist traditions 
(Creswell & Creswell (2017) Leedy & Ormrod, 
2013) that enabled the researchers to probe the 
participants’ views of project, programme and 
portfolio management in the context of a specifi c 
organisation, labelled SARA. Th e research design 
specifi cally targeted rich data on organisational 
project management and governance as conveyed 
by the insights of key stakeholders within the 
organisation, which according to Lester (2015), 

can lead to a nuanced understanding of the 
phenomena being studied.

Data collection 
Data were collected using semi-structured 
interviews with a purposive sample (Greener 
& Martelli, 2015) of project managers, 
administrators or research scientists who are 
all intimately involved in the research projects 
at SARA. Th e items in the interview guide were 
largely informed by the factors that surfaced 
from the literature review in respect of building 
operational project management and governance 
capabilities as earlier outlined.

In response to an open invitation for voluntary 
participation in the study, 14 affi  rmative responses 

TABLE 1. DEMOGRAPHIC PROFILE OF RESEARCH PARTICIPANTS 

Participant 
code

Current role 
at SARA

Years of 
service 

at 
SARA

Years 
working 

in 
projects

Had input in 
development 
of the PPPMF

Highest 
Qualifi cation

Formal 
project 

management 
training

AAT PMO Manager 28 17 Yes Post-graduate PMP 
Certifi ed

TCA Manager: ICT 
PMO 28 26 Yes Degree Certifi cate 

DTE Chief scientist 14 16 Yes Doctoral No

GEZ
Project 

Management 
Specialist

8 22 No Diploma Certifi cate

YSL
Enterprise 

Development 
Specialist

5 20 No Post-graduate Module in 
Degree

BDI
Principal 
Project 

Manager
27 20 No Post-graduate PMP 

certifi ed

EMP Project 
Manager 26 16 Yes Post-graduate Module in 

degree

ZEK
Operations 
& Special 
Projects

14 25 Yes Post-graduate No

JAY
Strategic 
Business 
Analyst

4 11 No Degree Certifi cate

TKM Principal 
researcher 8 11 Yes Doctor

Module in 
graduate 
degree

ZX1 Researcher 9 10 Yes Post-graduate Diploma
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were initially received. Following further 
screening for suitability and commitment to the 
research process, 11 SARA offi  cials participated 
in the study as outlined in Table 1.

All 11 participants are middle to senior managers 
or technical experts representing the middle core 
of the organisation. Th e participants were well 
versed in the work practices at SARA, having 
spent between four and 28 (average longevity = 18 
years) at the organisation. More importantly, all 
the participants had been parts of project teams 
for at least 10 years (average project experience 
= 18 years), although two of them have had no 
formal training in project management. All 
the participants were knowledgeable about the 
purpose and content of SARA’s project, programme 
and portfolio management framework, although 
four of them had no direct input to its conception 
or construction. Th e preliminary fi ndings and 
report were shared with a senior director at SARA 
for factual verifi cation.

Data analysis 
In this study, thematic analysis was adopted as 
it off ers a systematic yet fl exible and accessible 
approach to analysing qualitative data (Saunders, 
Lewis & Th ornhill, 2009:579). Th is analytical 
method enables the researcher to identify patterns 
of meaning across the transcripts being analysed 
to answer the research questions (Saunders et al., 
2009).

Th e following steps as suggested by Creswell and 
Creswell (2017) and Maguire and Delahunt (2017) 
were adapted to carry out thematic analysis:

Th e analysis followed primarily deductive 
reasoning, as it was guided by concepts arising 
from the prior literature review (Maguire & 
Delahunt, 2017). Triangulation of evidence 
from the research data against fi ndings from 
prior research either led to support for the pre-
identifi ed themes or highlighted discordant 
results warranting alternative explanations.

Findings and discussions 
In line with the deductive approach followed in 
this study, the fi ndings are organised according 
to the three main organisational phenomena 
deemed to infl uence organisational project 
maturity at SARA. Additionally, we also refl ect 
on participants’ views on why the successful 
implementation of the proposed PPPMF matters 
for SARA.

Organisational Culture 
In the view of several participants, SARA values 
innovation. As an example, one participant 
alluded to a policy, which rewards scientists 
whose innovations are commercialised through 
profi t sharing. Th ey however cautioned that such 
policies were only eff ective to the extent that 
employees perceived that they benefi ted them 
directly. In the words of a senior researcher, 
“I am fi rst and foremost a scientist and my 
primary focus is the tools of my practice, which 
are diff erent from colleagues in other research 
domains even though we are all scientists”. Such 
a mind-set could be obstructive to creating an 
enabling environment to system-wide changes as 
anticipated by the PPPMF.

FIGURE 6: THEMATIC ANALYSIS PROCESS
SOURCE: ADAPTED FROM CRESWELL AND CRESWELL (2017) AND MAGUIRE AND DELAHUNT (2017).
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Some participants felt that the prevailing culture 
at SARA was not supportive to improved project 
management effi  ciency and eff ectiveness. 
Participants cited misaligned processes that 
constrained project management maturity:

...the processes that are there presently were not 
aligned properly to be able to achieve basically 
a maturity in project management [GEZ].

In support of [GEZ], one participant stated:

I would have to say I don’t believe they 
[processes] are very supportive purely 
based on the fact that people already 
use a thousand diff erent things… you 
know or diff erent methods and diff erent 
tools for project management… [DB].

Other participants felt that the introduction of 
the proposed framework would cause a culture 
change and employees would resist it because it 
was not aligned with the current culture.

Whereas now you have this [PPPMF], you 
implement it, it causes deviation or resistance 
in other elements within the organisation. 
And what ends up happening, people say 
this thing [PPPMF] is not working [JAY].

Th ese sentiments are also shared by other 
participants [YSL; ZEK].

Participants believed that the process 
misalignment would result in employee resistance 
and, therefore, the proposed framework might fail 
to achieve one of its objectives, which is to improve 
project performance. Th e apprehension regarding 
the potential impact of process misalignment is 
nothing new, as previously reported by Prado et 
al. (2017).

Organisational structure 
According to some respondents, the rigidness of 
SARA’s functional organisational structure makes 
collaborations across eff orts very diffi  cult, as a 
result, projects that require cross-departmental 
and business units collaboration take longer to 
be accomplished, because business units have 
their own priorities on which they are focusing. 
Participants identifi ed isolated departmental 
structures as one of the challenges that inhibit 

the time fl ow of information across business 
units necessary for on-time decision-making as 
an inhibitor for the adoption of the proposed 
PPPMF

What I can say is that… you know project 
management has been run in silos within 
the business units and that on itself you 
know created the greatest challenge in 
terms of the understanding of project 
management by the business units. [DTE]

In corroborating with [DTE] about the 
current structure as an inhibitor to project 
management eff ectives, [EMP] stated:

I do not think the current structure … the 
current structure for me is too isolated. It’s too 
much of a silo mentality in a nutshell. [EMP]

Th e lack of a willingness to collaborate across 
business units was cited as one of the greatest 
challenges facing the organisation. Th is is in 
line with Cilliers and Greyvenstein’s (2012) 
argument that organisational silos could result 
in the separation of the organisational process, 
procedures or other organisational artefacts, as well 
as relationships between individuals and teams. 
Th is can negatively aff ect project performance, 
as the coordination of project activities becomes 
complex and more time is needed for approval 
and decision-making. However, as indicated 
by a SARA senior director, the organisation is 
currently engaged to a major organisational 
development project which amongst other goals 
aims to promote collaboration and alignment 
across functional units. Th e results of such 
intervention are yet to be evident.

…project management has been run in silos 
within the business units and that on itself 
you know created the greatest challenge 
in terms of the understanding of project 
management by the business units [DTE].

In corroborating [DTE] assertion, [EMP] stated:

…the current structure for me is too isolated. It’s 
too much of a silo mentality in a nutshell [EMP].

Further, a lack of standardised roles and 
responsibilities were also highlighted as a 
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challenge for the SARA because as TKM put it, 
“any employee could assume the role of a project 
manager”. Th is was cited as one of the reasons 
why project management maturity or skills levels 
are very low.

So, we’ve got diff erent entities in <SARA> that 
perform aspects of project management. …we 
need to look at who are these players in this 
project management lifecycle and then clarify 
those roles and responsibilities. Because that I 
think is what causes a lot of the problems [EMP].

In corroborating with [EMP]’s assertion about 
roles and responsibilities challenge, [AA] stated:

Th e use of project managers in <SARA> 
is not consistent. So in many of the groups 
they just make use research of group leaders 
or technical leaders and so on. Th ey will just 
assume the role of project manager [TKM].

Participants also highlighted the protracted 
organisational processes to which they have to 
adhere when contractual agreements are entered 
into as impediments to project management 
effi  ciency and eff ectiveness.

…how we contract and how we get agreements 
in place. It’s extremely long process… we’re 
not quick enough. By the time things happen, 
the client… or oft en the customers out there 
they moved on to their next idea [ZFK].

Another concern to the participants was the lack 
of clarity of how client satisfaction was measured. 
As a result, it is hard for employees to establish 
whether the client is satisfi ed with project 
outcomes or not.

Th ere’s nothing to monitor client satisfaction 
at this point. At one stage, we used to have a 
client relationship management system, CRM. 
I think it still exists. It’s part of PeopleSoft  but 
I don’t believe we use it any more [EMP; AA].

Project management capability 
Project management capabilities and practices 
vary across SARA’s operating units. While some 
of them have relatively well resourced project 
management offi  ces, many others do not have 
anything in that regard. In many cases, engineers, 

scientist, and technicians are required to manage 
projects, oft en relying on their own instincts. 
Diff erent operating units, oft en in various 
combinations, employ a broad range of tools such 
as MS Excel, MS Projects, Vibe Micro Focus and 
Oracle PeopleSoft . With the adoption of PPPMF, 
it was hoped that project management soft ware 
would be standardised across operating units as 
well as acquire a proper portfolio, programme 
and project management tool, but that is yet to 
be realised.

Most participants identifi ed a generally low level 
of project management literacy levels across 
departments at SARA.

So, in general I feel that the project 
management maturity in the <SARA> is 
still low and I already mentioned that in a 
lot of areas there isn’t even project managers 
that are appointed. So, some units do have 
professional project managers appointed 
but a lot don’t have that. So, I think that 
sort of contributes to the fact that the 
implementation of project management is 
very ad hoc in the organisation. So very little 
standardisation across the <SARA> in terms 
of how, [we] do project management [AAT].

Th e majority of the participants (8 out of 11 or 
73 %) also identifi ed the current technology 
capacity as inadequate to support the proposed 
PPPMF to improve project performance. 
Respondents suggested that an appropriate 
project management information system should 
be adopted to complement the proposed PPPMF.

…one of the biggest problems in the 
organisation is a lack of a centralised project 
programme portfolio management tool [AAT].

PeopleSoft , it’s completely inadequate to do 
proper tracking of projects [AAT; EMP].

We have got systems that do not talk to 
each other and here I can give you perfect 
examples, we have got an HR system that is 
PeopleSoft  based. We have a time sheet system 
that is PeopleSoft  based. Th e one doesn’t talk 
to the other. …there is some of the fi nancial 
systems again…our sales pipeline, we have 
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to take that from one system and then have 
to integrate from another system. Th ere’s no 
dashboard for information. So the systems 
don’t talk to each other and to me that’s 
absolute bizarre in an organisation of our 
calibre with our kind of infrastructure [EMP].

Th ese sentiments were echoed by [ZX1; CA; ZEK; 
YSL; BD].

On the other hand, some participants felt 
that where there are pockets of high levels of 
project management literacy at SARA, project 
management processes were better documented.

Th ere are pockets of excellence in some units and 
for those pockets of excellence they will defi ne… 
some of a bit of a standard or a minimum standard 
of what needs to be done and what needs to be 
documented and so on [AAT; ZEK].

In corroborating with [AAT]’s assertion about the 
inadequacy of project management literacy levels 
among the SARA employees, other participants 
indicated:

…in terms of literacy it’s lacking especially on 
the researcher side [ZX1].

So probably, I would say no [EMP]

No, it is not suffi  cient [GEZ]

Generally no. I don’t think so. I think we’ve 
got a lot of good junior project administrator 
types… at junior level SARA off ers some 
training and there’s exposure and people 
can administer projects eff ectively [BDI].

One respondent felt that the absence of a 
standardised project management framework 
negatively aff ected project management literacy 
levels within the SARA.

No, it is a historic thing. We had years 
of not having a standardised project 
management framework within the 
organisation, which is funny because we 
are a project driven organisation [JAY].

Beyond core project management skills, Awan et 
al. (2015:42) argues for soft  leadership skills such 

as communication skills, interpersonal skills, 
and coordination skills, as well as team building 
and delegation skills because they have a positive 
eff ect on project performance.

CONCLUSIONS 
Th e empirical results lend support to fi ndings 
from prior literature regarding factors infl uencing 
the eff ective implementation of the proposed 
project, programme and portfolio management 
framework at SARA. Specifi cally, the empirical 
results highlight issues relating to organisational 
culture (i.e. values and artefacts notably policies 
and processes), structure (i.e. poor coordination 
and weak role clarifi cation) and project 
management capabilities (i.e. low project literacy, 
variability in project management tools and 
the absence of integrated project, programme 
and portfolio management system). In general, 
although pockets of excellence are evident within 
SARA, the overall assessment mirrors Pasian’s 
(2014) initial stage level of project maturity. Th e 
results suggest that while the adoption of the 
PPPMF by SARA represents a declaration of 
good intention in kick-starting a journey towards 
project maturity, much work remains to be done 
to ensure its consistent and eff ective application 
throughout the organisation.

MANAGERIAL IMPLICATIONS AND 
FURTHER RESEARCH 
Th e foregoing analysis suggests that deliberate 
management action is required in the following 
areas to ensure the eff ective implementation of 
the proposed project management framework 
at SARA. Firstly, an organisational development 
intervention is required, focusing on the 
realignment of organisational values, policies 
and structure to support the proposed PPPMF. 
Secondly, a skills audit focusing on project, 
programme and portfolio management 
competences is required, followed by targeted 
training interventions. Finally, SARA must decide 
on an appropriate technology suite to activate the 
business processes, implicated in the PPPMF. 
Ongoing research is required to continuously 
monitor and reassess the success and validity of 
these processes, especially in the context of SARA 
and similar organisations. Once a standardised 
project execution environment has been created, 
a triple-loop project learning approach is likely 
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to enable the organisational learning required for 
SARA to reach full project maturity.
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ABSTRACT 
Th e objective of the article was to investigate the 
system quality of a pension fund system in South 
Africa. Th e article adopted the social facilitation 
theory of Zajonc and change theory for this study. 
Th e article examines frameworks proposed by 
researchers to analyse the effi  ciency of a pension 
fund system. Th e approach used was quantitative 
and SPSS version 25, as an analytical tool, was 
used. Likert-scale questionnaires were used to 
collect data and the validity and reliability were 
established. Th e study reveals service quality, 
information quality and system quality are key 
to the management of pension fund system. 
Ineffi  ciencies in the implementation of a pension 
fund system were attributed to poorly trained 
employees managing and operating the system. 
Based on the three constructs (system quality, 
information quality, service quality), the study 
adopted and test a framework used by a researcher 
to measure system quality  for effi  ciency. Results 
found the framework contributes positively to 
system use and user satisfaction, and produces net 
benefi ts to individuals, groups and organisations 
utilising the pension fund administrative system 
in South Africa. Th e article contends that, despite 
concerns raised by customers with regard to 
pension pay-outs, the problems cannot be 
attributed to the system, but to poorly trained 
individuals managing and operating the pension 
fund system.

Keywords: Pension fund system, system ef-
fi ciency, system eff ectiveness, system quality, 
customers’ satisfaction 

Note: Th is article is an extract of an MBA mini-
dissertation submitted for the degree of Master 
in Business administration at the North-West 
University Business School, South Africa, 2018.

INTRODUCTION 
Globally, the use of technology and innovative 
practices has become instrumental in enhancing 
the performance of institutions, contributing 
to an emergent model of doing business (Abel, 
2013:14; Shaikh & Karjaoluoto, 2015:129). Cadoni 
et al. (2017:20) are of the view that investments 
in systems infrastructure have evolved in many 
functional areas of business operations, as did the 
pension case management system of South Africa, 
while Mamabolo (2015:139) agreed that it is a 
development resulting in improved and effi  cient 
performance of the pension systems across 
the world. Cumulatively, these improvements 
have shown improved service delivery benefi ts 
to recipients. Despite the advancement in 
technology and innovation, the South African 
pension fund management system has received 
a great deal of attention from the media in the 
past few years (Stewart & Yermo (2009:11), with 
a focus on unclaimed funds. Th e unclaimed 
funds in the Government Employee Pension 
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Funds system (GEFPF) can either be attributed to 
administrative ineffi  ciencies, operational failures 
or both caused by unknown factors. Literature 
with regard to the GEPF management system as 
a whole in South African is limited and studies 
on this facet have largely not focused on the 
factors aff ecting the effi  ciency of the pension fund 
administration system. Th is paper examined 
the factors responsible for ineff ectiveness and 
ineffi  ciency in the pension fund administration 
system of South Africa.

Pension funds, in this paper, refer to non-profi t-
making institutions that administer employees 
and employers’ provisions for when employees 
are no longer physically or mentally able to work 
(Fourie, Falkena & Kok 1999:33). Van Wyk, 
Botha and Godspeed (2012: 122) added that 
they are organisations whose members become 
entitled to benefi ts upon the occurrence of certain 
events, such as resignation or retrenchment, 
death or retirement. All retirement funds must be 
registered in terms of the Pension Funds Act 24 of 
1956 (Van Wyk et al., 2012:16). Th e eff ectiveness 
and effi  ciency of any pension fund system depend 
on the quality of the system. In this paper, system 
quality refers to system reliability, accessibility, 
adaptability, integration, response time and 
privacy (Ji-fan Ren, Fosso Wamba, Akter, Dubey 
& Childe, 2017:122), while Ji-fan Ren et al. 
(2017:124) defi ned information quality as the 
completeness, accuracy, format and currency of 
the information.

According to Zwetsloot (2003:205), for the 
GEPF system to work effi  ciently, the South 
African pension fund quality management and 
management systems approach is that based on 
ISO 9000 and aims to contribute to better quality, 
greater effi  ciency, and higher value added per 
product for customer satisfaction. Th e increased 
demand for pension services post-apartheid 
invariably aff ects the quality of services off ered to 
benefi ciaries with respect to skills, accessibility, 
geographic location, information dissemination, 
quality of products off ered and procedures for 
applying for pension benefi ts. Technology was 
deemed as the key solution to these challenges, 
specifi cally with regard to administration and 
operational processes to bring about effi  ciency 
within the system. Th e GEPF adopted the 

pension case management (PCM) as the national 
enterprise resource planning (ERP) solution 
referred to in the research as the GEPF system. Th e 
eff ectiveness of customer service and operations 
therefore hinges on the eff ectiveness of the GEPF 
system.

According to the Public Service Commission 
(PSC, 2016), the GEPF was mandated to perform 
a number of reforms. which, among others, were 
aimed at ensuring eff ective, reliable and timely 
provision of pension services with a focus on funds 
such that pensioners are socially and economically 
well supported (Sigwadi, 2013:1099). Th e 
enactment of the Retirement Act of 2014 as part 
of the GEPF system was to ensure that retirees 
are effi  ciently supported and their well-being 
properly looked aft er. However, several studies, 
such as Lloyd-Sherlock and Agrawal (2014:1575), 
Schatz, Gómez-Olivé, Ralston, Menken and 
Tollman (2012:1577) in South Africa posit that 
the rapid increase in poor households can be 
attributed to the increasing number of retirees 
who depend on their pension for survival. In 
spite of these legislations, fewer studies have been 
carried out on the factors aff ecting the effi  ciency in 
operations of the government employees’ pension 
funds system (GEPF) of South Africa. Studies in 
South Africa have mostly focused on the social 
safety nets in general (Harenberg, Ludwig & 
Maus 2013:8; Lloyd-Sherlock, Barrientos, Moller 
& Saboia, 2012:12) to the neglect of the effi  ciency 
in the implementation of the GEPF system, which 
is crucial in alleviating the conditions of retirees 
caused by inaccessibility to their pension benefi ts.

THEORETICAL AND CONCEPTUAL 
FRAMEWORK 
Th e paper adopted the social facilitation theory 
of Zajonc (1966:160) and change theory as 
the theoretical basis for this paper. Th e social 
facilitation theory examines the infl uences 
of organisational factors on the increase or 
decrease of performance level (Nguyen et al., 
2014:779; Zajonc, 1966:160), while change theory 
utilises counterfactual analysis into prospective 
and retrospective on policy and programme 
evaluations, which involve actors of a change 
intervention, their core roles, and ability to 
overcome existing challenges as well as infl uence 
on determinants to eff ect expected outcomes. Th e 
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paper undertook an extensive literature review 
to assess pension fund management systems 
and focuses on the quality of the GEPF system; 
factors responsible for the poor service quality 
off er to benefi ciaries; whether the poor service 
quality is caused by administration ineffi  ciencies 
or operational system failures as well as the 
impact of such ineffi  ciency on the livelihood of 
benefi ciaries. Th e study examined the GEPF 
legislative framework and its eff ects on eligible 
benefi ciaries in South Africa. Th e paper focuses 
on the work of Ojo (2017:62), Dumais, Cutrell, 
Jancke, Sarim and Robbins (2016:30), Choi et al. 
(2015:8), Petter et al. (2008:240), and Sederal and 
Gable (2004:37). Th e paper was designed with the 
intention of examining factors aff ecting effi  ciency 
in the delivery of quality service by the pension 
fund administration system in South Africa.

Dumais, Cutrell, Cadiz, Jancke, Sarin and Robbins 
(2016:29) found that most information retrieval 
systems are designed to facilitate information 
discovery. Th erefore, good quality and effi  cient 
systems must enable users to determine what 
clues, where information is available for the 
system to retrieve such information. DeLone 
and McLean (2016:78) are of the opinion that 
when investigating a system such as the pension 
fund management system of South Africa, there 
are six important dimensions that need to be 
considered when analysing its eff ectiveness. In 
the study, “quality (technical level); information 
quality (semantic level); use of the system; 
user satisfaction; individual impact and 
organizational impact (infl uence level)” are key 

dimensions to consider. Th e study further posits 
that these dimensions and related measures 
are not independent success measures, but are 
interdependent variables. Th erefore, in the 
measurement of an operational system success, 
all constructs must be considered and controlled 
for the system to be effi  cient.

In a situation where there is failure in one of these 
constructs, there is a possibility of confounding 
results or an incomplete understanding of the 
system under investigation” (DeLone & McLean 
2016:79). Th e current study adopts the model by 
DeLone and McLean (2016:80) in the analysis 
of the stated objective (determine whether the 
poor quality service is caused by administration 
ineffi  ciencies or operational system failure) based 
on whether (1) the constructs of the model provide 
a classifi cation for the many information system 
evaluation measures reported in prior literature, 
(2) their approach begins to identify relevant 
stakeholder groups in the process of evaluation, 
and (3) they suggest a model of interdependencies 
among the constructs as shown below.

In the DeLone and McLean (2003:75) model, the 
dimensions were as follows:

1. System quality: Th is describes the desirable 
characteristics of an information system, 
which include aspects such as ease of use, 
systems fl exibility, system reliability and ease 
of learning, system features of intuitiveness, 
sophistication and response times. 

2. Information quality: Th is describes the 

FIGURE 1: DELONE AND MCLEAN (2003:75) 
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desirable characteristics of the system outputs, 
which include aspects of management 
reports and web pages as well as relevance, 
understanding ability, accuracy, conciseness, 
completeness, currency, timeliness and 
usability. 

3. Service quality: Service quality describes the 
quality of the support that system users receive 
from the information system (IS) department 
and information technology (IT) support 
personnel with regard to responsiveness, 
accuracy, reliability, technical competence 
and empathy of the personnel staff . 

4. System use: Th is focuses on the degree and 
manner in which staff  and customers utilise the 
capabilities of an information system (IS) and 
includes aspects of amount of use, frequency 
of use, nature of use, appropriateness of use, 
extent of use and purpose of use. 

5. User satisfaction: It focuses on users’ level of 
satisfaction with reports, websites and support 
services. 

6. Net benefi ts: Th is focuses on the extent 
to which the system is contributing to the 
success of individuals, groups, organisations, 
industries, and nations in aspects of improved 
decision-making, improved productivity, 
increased sales, cost reductions, improved 
profi ts, market effi  ciency, consumer welfare, 
jobs creation and economic development.

MATERIALS AND METHODS 
Th e study adopted a quantitative research 
approach to analyse the problem in question using 
a survey-based research design. Th e study utilises 
cross-sectional data and adopted triangulation 
to validate the obtained??? from employees and 
benefi ciaries of the system. A probability sample 
process was followed and data was analysed using 
the Statistical Package for Social Sciences (SPSS) 
version 25.0.

Th e target population includes all employees and 
customers of GEPF who visited a specifi c pension 
centre in the North West Province of South 
Africa over a specifi c month in 2018. A total of 
140 participants were selected out of an estimated 
150 employees and an average of 300 benefi ciaries 
who visit the centre daily over the stipulated 
period. A sample of seventy (70) questionnaires 

each were distributed to the customers and staff , 
respectively, in a week, and an overall response 
rate of 92.8%, of which 67 were from benefi ciaries 
constituting 95.7% compared to 63 response rate 
from GEPF employees constituting 90% response 
rate.

Th e paper adopted inclusion criteria for 
participants to be a GEPF employee and/or a GEPF 
benefi ciary resident in the North West Province 
of South Africa and visit the GEPF centre during 
the data collection week. Descriptive statistics, 
correlation analysis and exploratory factor 
analysis were performed. A t-test analysis and 
analysis of variance (ANOVA) was also performed 
and the results compared with the literature on 
the administration and operational ineffi  ciencies 
in the pension fund management system of South 
Africa. Th e reliability was tested using Cronbach’s 
alpha to determine how well the diff erent items 
in a research instrument are correlated to one 
another. Th e reliability analysis test revealed 
Cronbach’s alpha values for customer and GEPF 
employees at 0.921 and 0.919, respectively.

Literature (Nguyen, Bellucci & Nguyen, 2014:120; 
Petter et al., 2008:240) shows that there are limited 
studies focusing on factors aff ecting effi  ciency of 
pension fund administration system in South 
Africa. However, there are studies (Choi et al., 
2015:40; Tate, Sedera, McLean & Burton-Jones, 
2014:113; Nevondwe et al., 2017:33) that have 
been conducted focusing on administration and 
operational ineffi  ciencies in systems associated 
with diff erent industries and organisations. Th e 
results of the study validated the DeLone and 
McLean information system success model within 
the context of a hospital information system in a 
developing country. Th e current paper utilises a 
survey research design that has been found to be 
eff ective in studies related to system effi  ciencies. 
Th e research instrument development was guided 
by the dimensions that were proposed by DeLone 
and McLean (2003:236) used in other studies.

FINDINGS AND PRESENTATION OF 
RESULTS 
Th e objective of the paper was to examine the 
eff ectiveness and effi  ciency of the GEPF system 
and system quality in use in South Africa Th e 
paper probed whether the factors responsible 
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for poor quality services to benefi ciaries may 
be a result of administration ineffi  ciencies or 
operational system failure. Statistical analysis 
based on four constructs (service quality, system 
use, information quality, user satisfaction) for the 
examination of a system quality was performed. 
Th e constructs were measured using a seven-
point Likert-scale ranging from 1 = strongly 
disagree to 7 = strongly agree. To assist in the 
interpretation of the results, the researcher used 
the following interpretive scale for the results: 
at most 1.50 = strongly disagree; 1.51 – 2.50 = 
disagree; 2.51 – 3.49 = somewhat disagree; 3.50 – 
4.49 = neutral; 4.5 – 5.49 = somewhat agree, 5.50 
– 6.49 = agree and at least 6.50 = strongly agree. 
Results from the study are summarised in tables. 
Th e focus therefore dictates that any mean value 
less than 3.50 is considered as not agreeing and 
a mean value greater than 4.49 is considered as 
concurring.

Analysis on the perception benefi ciaries based 
on three constructs was performed and the 
results are presented in Table 1. Th e analysis 
found that the majority of participants scored 
an average of 4.49 and above. Th is fi nding is an 
indication of concurrence with all the statements 

that ICT support personnel are responsive, 
reliable, competent and empathetic. Th e study 
also found most customers scored an average of 
4.49 and above, indicating that they concur with 
all the statements that they are frequent users 
of the system; they use the system to meet their 
requirements; they make appropriate use of the 
system; they make adequate use of the system; and 
they use the system for the intended purposes. 
Analysis of user satisfaction by benefi ciaries 
found most scores had an average of 4.49 and 
above, indicating that they concur with all the 
statements that the system generates satisfactory 
reports; they are satisfi ed with web services; and 
lastly, they are satisfi ed with user support services.

Th e analysis further focused on “whether the 
GEPF system is effi  cient in managing pension 
administration” and the question was divided 
into six sections, namely: system quality, 
information quality, service quality, system use, 
user satisfaction and net benefi ts. According to 
DeLone and Mclean (2016:78), these constructs 
need to be considered when analysing the 
effi  ciency of a system. Suffi  ce to say that the paper 
adopted the model used by DeLone and Mclean 
(2016: 8). Findings were summarised in Table 2. 

TABLE  1: ANALYSIS ON THE PERCEPTION BENEFICIARIES BASED ON THREE CONSTRUCTS

Analysis of service quality by customers/employees
Statements Mean Standard deviation N
Is ICT support personnel responsive 5,62 1,738 63
Is ICT support personnel reliable 5,41 1,518 63
Is ICT support personnel competent 5,44 1,501 63
Is ICT support personnel empathic 5,55 1,287 61

Analysis of system use by customers/ employee
Statements Mean Standard deviation N
I’m a frequent user of the system 6,38 0,982 63
I use the system to meet my requirements 5,92 1,256 63
I make appropriate use of the system 6,38 0,681 63
I make adequate(enough) use of the system 5,95 1,490 63
I use the system for the intended purpose 6,64 0,593 62

Analysis of user satisfaction by customers/employees
Statements Mean Standard deviation N
Th e system generates satisfactory reports 5,03 1,833 63
I’m satisfi ed with web services 4,84 1,878 63
I’m satisfi ed with user support services 5,70 1,392 63

Source: Researchers’ own data
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Any mean value less than 3.50 will be considered 
as not agreeing and a mean value greater than 
4.49 will be considered as concurring.

Analysis of system quality by employees found a 
majority score of an average above 4.49, indicating 
that most GEPF workers concur with all the 
statements that the system is easy to use; off ers 
fl exibility; easy to learn; reliable; sophistication 
in their task performance; and response time is 
good. Th e fi nding is explained by the objective 
that alludes to the investigation of the quality of 
the GEPF system used in the North West Province. 
DeLone and Mclean’s (2003:75) model describes 
the system quality as desirable characteristics of 
an information system that encompass variables 
such ease of use, system reliability and response 
time. According to the fi ndings, the majority 
of the respondents concur with this model in 
relation to the system quality.

Analysis of information quality by GEPF 
employees was also presented in Table 2 with 
the majority of respondents scoring an average 
of 4.49 and above. Th e implications are that 
they concur with all statements that the system 
produces relevant, understandable, accurate, 
concise, complete, current, timely and usable 
information. Information quality according to 
DeLone and Mclean (2003:75) is described as 
characteristics of system outputs that relate to 
relevance, concise, completeness and time lines. 
Th e fi ndings pertaining to information quality 
are explained by the article objective that alludes 
to determining whether poor quality service in 
the GEPF system is caused by administration 
ineffi  ciencies or operational ineff ectiveness. Th e 
majority of the respondents share the view of the 
DeLone and Mclean model.

Further analysis on service quality by GEPF 
employees was examined and the results found 
the majority of participants to score an average 
of 4.49 and above, as in Table 2. Th e fi ndings are 
an indication that participants concur with all 
the statements that ICT support personnel are 
responsive, reliable, competent (knowledgeable) 
and empathetic (understand one’s feelings). 
According to DeLone and Mclean (2003:75), 
service quality refers to the support received by 
users from the information systems department. 

Th e fi ndings attest to the notion that IT personnel 
are responsive and reliable, which shows that 
their performance conforms to that of the model.

Analysis of system use by employees as presented 
in Table 2 reveals the majority of respondents 
scored an average of 4.49 and above indicating 
that they concur with three statements that: they 
are frequent users of the system; they use the 
system to meet their job requirements; and that 
they make use of the system during working 
hours. Th e two statements that obtained an 
average score of between 3.50 and 4.49 reveal 
that the respondents were indecisive on the 
constructs: whether they use the system for 
private use, and whether they sometimes use 
the system aft er hours. Th is fi nding conforms to 
the description of system use by the DeLone and 
Mclean’s (2003:75) model. Th e model indicates 
that system use focuses more on the capabilities 
of the information system concentrating on the 
appropriateness of use, frequency of use and the 
purpose of use. Th e fi nding explains the article 
objective on the quality of the GEPF system. In 
terms of quality of the system, the majority of 
users are of the view that they use the system to 
meet their job requirements as described in the 
DeLone and Mclean model.

Analysis of user satisfaction by GEPF employees, 
as presented in Table 3, found that the majority of 
respondents scored an average of 4.49 and above. 
Th e fi nding is an indication that all the statements 
explaining whether the system generates 
satisfactory reports; participants are satisfi ed with 
web services; and that they are satisfi ed with user 
support services. Th e fi nding was to determine 
an objective in the articles that sought to establish 
the overall satisfaction in using the GEPF system 
in the North West Province. According to DeLone 
and Mclean’s (2003:75) model, user satisfaction 
focuses on users’ level of satisfaction with reports 
and support services. As per the fi ndings, the 
majority of the respondents expressed their 
satisfaction with regard to satisfactory reports 
produced by the system. Th is is indicative of 
agreement with the explanation of the DeLone 
and Mclean model.

In analysing the net benefi ts of the GEPF system 
by employees, fi ndings are presented in Table 2. 
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TABLE 2: ANALYSIS OF PERCEPTION BY GEPF EMPLOYEES BASED ON SIX CONSTRUCTS

Analysis of system quality by employees

 Questions Mean Standard 
deviation N

Do you consider the system easy to use? 5,95 1,353 67
Does the system off er fl exibility? 5,73 1,367 67
Is the system easy to learn? 5,92 1,256 67
Do you consider the system reliable? 5,30 1,431 67
Does the system off ers sophistication in your task performance? 5,18 1,507 64
Is the system response time good? 5,88 1,130 55

Analysis of information quality by employees

Statements Mean Standard 
deviation N

Does the system produce relevant information? 5,57 1,324 67
Does the system produce understandable information? 5,78 1,109 67
Does the system produce accurate information? 5,05 1,649 67
Does the system produce concise(brief but comprehensive) 
information? 5,14 1,456 67

Does the system produce complete information? 5,30 1,469 67
Does the system produce current information? 5,68 1,415 67
Does the system produce timely information? 5,58 1,228 66
Does the system produce usable information? 6,11 0,966 67

Analysis of service quality by employees

 Statements Mean Standard 
deviation N

Is ICT support personnel responsive (respond quick)? 5,51 1,304 67
Is ICT support personnel reliable (can depend on)? 5,24 1,480 67
Is ICT support personnel competent (knowledgeable)? 5,62 1,320 67
Is ICT support personnel empathic (Understand one’s feeling)? 5,05 1,632 67

Analysis of system use by employees

Statements Mean Standard 
deviation N

I am a frequent user of the system 6,22 0,787 67
I use the system to meet my job requirements 6,14 1,058 67
I use the system for private use 3,95 2,285 67
I sometimes use the system aft er hours 4,29 2,236 64
I use the system during offi  ce hours only 5,36 1,570 66

Analysis of user satisfaction by employees

Statements Mean Standard 
deviation N

Th e system generates satisfactory reports 5,24 1,690 67
I am satisfi ed with web services 5,30 1,469 67
I am satisfi ed with user support services 5,54 1,282 67
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Th e results found that the majority of respondents 
scored an average of 4.49 and above. Th is fi nding 
indicates concurrence with statements refl ecting 
on whether the system improves decision-making, 
reduced costs, improved turnaround time, system 
is effi  cient and eff ective as well as caters for 
customers’ welfare. Th is fi nding is in line with the 
objective that talks to the impact of the system 
on the lives of the benefi ciaries and the overall 
satisfaction in using the GEPF system. DeLone 
and Mclean (2003:75) explain that net benefi ts 
focus on the actual benefi ts derived by individuals, 
groups, and organisations from the use of the 
system. Th e fi ndings attest to the explanation in 
the DeLone and Mclean model that the system 
contributes positively to improved turnaround 
time, improved effi  ciency and informed decision-
making, which are benefi ts that the GEPF gains 
from using the system.

Means score test on customer perception 
using personal characteristics to determine the 
diff erence in pension fund management system 
of South Africa mean scores and demographic 
variables. Th e t-test statistics and analysis of 
variance test (ANOVA) were computed. Th e t-test 
was computed in the gender category only since 
ANOVA was not appropriate for gender testing 
since it has only two variables (female and male). 
Th e results of the means score tests are presented 
in Table 3.

Th e results presented in Table 3 revealed that 
there is no signifi cant diff erence between the 
gender of the respondents and their perception of 
the pension fund management system. Th erefore, 
the gender of the respondents does not have a 
bearing on how they responded to the questions 

on the quality of GEPF system. Furthermore, 
there were no signifi cant diff erences in the mean 
scores of the age group of the customers and 
their perception of GEPF system. However, mean 
score tests by level of education of customers were 
found to have no signifi cant diff erence between 
the qualifi cations of respondents and perception 
on GEPF system.

Th e mean score tests on nature of employment of 
customers were also performed and a signifi cant 
diff erence was recorded in customers’ user 
satisfaction with a p-values of 0.022 being less 
than 5%. Th e implications are that the nature of 
employment has a bearing on how the customers 
responded to the questions on user satisfaction. 
Th e results further revealed that there was an 
insignifi cant diff erence between service quality, 
system use and the overall scale of GEPF system 
based on the nature of employment. However, 
with regard to mean score test by designation to 
customers, using the 5% level of signifi cance, the 
results found an insignifi cant diff erence in the 
mean scores of the designation and the perception 
of the GEPF system. Th e implications are that 
employees of the GEPF do not treat customers 
based on the nature of their job.

Th e articles further perform a means score to 
determine whether diff erences exist between 
GEPF employees and the personal characteristics. 
A t-test and analysis of variance test (ANOVA) 
were computed. Th e t-test was computed in the 
gender category, while ANOVA performed for 
the other variables since gender has only two 
outcomes (female and male). Findings from the 
analysis are presented in Table 4.

Analysis of net benefi ts of system use by employees

Statements Mean Standard 
deviation N

Th e system has improved decision making 5,92 1,090 67
Th e system has improved cost reductions 5,68 1,396 67
Th e system has increased production 5,84 1,167 67
Th e system has improved the turnaround time 6,14 1,159 67
Th e system has improved effi  ciency 6,00 1,291 67
Th e system has improved customer welfare 5,95 1,201 67

Source: Researchers’ own data



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

389

TABLE 3: MEANS SCORES TESTS ON CUSTOMER PERCEPTION USING PERSONAL CHARACTERISTICS

Means score test by gender on customers/benefi ciaries perception
Factors t-value P-value
Service quality -1.521 0.137
System use -0.539 0.593
User satisfaction -0.239 0.813
Overall -0.566 0.575

Means score test by age group on customers/benefi ciaries perception
Factors F-value P-value
Service quality 0.288 0.834
System use 1.438 0.249
User satisfaction 2.534 0.074
Overall 1.467 0.241

Means score test by level of education on customers/benefi ciaries perception
Factors F-value P-value
Service quality 1.018 0.397
System use 0.775 0.517
User satisfaction 0.990 0.410
Overall 0.837 0.483

Means score test by nature of customer/benefi ciaries employment
Factors F-value P-value
Service quality 0.915 0.410
System use 0.603 0.553
User satisfaction 4.265 0.022
Overall 2.349 0.111

Means score test by designation to customers/benefi ciaries
Factors F-value P-value
Service quality 0.319 0.812
System use 1.647 0.197
User satisfaction 1.963 0.139
Overall 1.295 0.292

Source: Researchers’ own data

Th e results presented in Table 4 on the mean 
score test by gender of GEPF of employees reveal 
a statistically insignifi cant diff erence between 
gender of the employees and their perception 
on GEPF system. Th erefore, the gender of 
the employees does not have any bearing on 
responses to questions of perceptions on GEPF 
system. Furthermore, mean scores by age group 
of employees found no signifi cant diff erences 
on perception of GEPF system. However, mean 
scores by level of education of employees found 
statistically insignifi cant diff erences between the 

highest qualifi cation of the employees and their 
perception of the GEPF system. Th e results also 
show that there is a statistically insignifi cant 
diff erence between system quality, system use 
and net benefi ts with the nature of employment. 
However, using the 5% level of signifi cance, the 
results revealed a signifi cant diff erence between 
information quality, service quality and user 
satisfaction with the nature of employment. 
Th ere was also signifi cant diff erence between the 
overall scale of GEPF system with the nature of 
employment, while there was an insignifi cant 
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diff erence in the mean scores of the designation 
of the employees and their perception on the 
GEPF system.

1.4.1. Interpretation of results and management 
implications 
Th e fi rst objective of the article was to investigate 
the quality of the government employees’ pension 
fund (GEPF) system. Th e article, through an 
analysis of data, has found the quality of the 
GEPF system was preferred by GEPF staff . 
Th e conclusion was based on the analysis of 
employees’ perceptions, which found that the 
majority of employees are able to operate the 
system without any assistance. Th e employees 
found the GEPF system easy to use, off ers 
fl exibility, easy to learn, reliable, sophistication 
in the performance of task, but quick in response 
time. However, there were contract workers who 
are employees with matric, interns and some 
permanent staff  above matric level who use the 
system for private purposes. Using the system for 
private use may pose danger to the system and, in 
2017, there was an acknowledgment by the Public 
Service Commission and the Public Service and 

Administration Performance Monitoring and 
Evaluation Committee of South African that 
there were delays in the pay-out of pension 
benefi ts to retirees in South Africa (Public Service 
Commission (PSC) report, 2016). Stewart and 
Yermo (2009:5) add that in South Africa there 
exist a large number of retirees who are witnessing 
delays in unpaid pension fund benefi ts that can be 
attributed to ineffi  ciencies in the administration 
of the pension fund system. Using the system for 
private use as well as the inappropriate skills of 
employees who operate the system are some of 
the factors that impact on the smooth operation 
of the system resulting in the delays in the pay-
outs. Th e end users of the system are customers 
who may suff er from the ineffi  ciencies of some 
employees.

Th e second objective of the article was to 
determine factors responsible for the poor 
service quality provision to benefi ciaries. Th e 
service quality provided to benefi ciaries by the 
GEPF employees using the GEPF system was 
investigated and found to be good. Th is outcome 
was supported by the data, which found ICT 

TABLE 4: MEAN SCORES OF EMPLOYEES’ PERCEPTIONS USING PERSONAL CHARACTERISTICS

Mean scores of perception by gender of 
GEPF employees
Factors t-value P-value
System quality -0.119 0.906
Information quality 1.196 0.240
Service quality 0.292 0.772
System use 0.071 0.944
User satisfaction 0.481 0.634
Net benefi ts -0.686 0.497
Overall -0.099 0.922
Mean scores of perception by age group 
of employees
Factors F-value P-value
System quality 0,251 0,860
Information quality 0,666 0,579
Service quality 0,562 0,644
System use 1,762 0,174
User satisfaction 1,065 0,377
Net benefi ts 0,941 0,432
Overall 0,839 0,482
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support personnel to be responsive, reliable, 
competent and emphatic. Th e staff  also confi rmed 
that the system produces relevant, understandable, 
accurate, concise, complete, current, timely and 
usable information. Th is fi nding is in line with 
that of Nevondwe, (2010:287), which reported 
that there are administrative variables that, if not 
handled properly, can lead to poor quality service 
in a pension fund management system. Th ese 
variables include contribution collection, benefi t 
determination, benefi t payments and other 
clientele services. Th e survey conducted in this 
article shows that these administrative variables 
were taken care of in the GEPF management 

system. Th erefore, the results confi rm that the 
service provided by staff  to benefi ciaries is of 
good quality.

Furthermore, to determine whether the poor 
quality service is caused by administration 
ineffi  ciencies or operational system failure, the 
study has proven this, based on the analysis of 
the service quality using employees’ perceptions. 
Findings were that the users of the system 
emphasised the support from the ICT division 
of the GEPF was of a good standard. From there 
the notion that the ICT support personnel are 
responsive (respond quick), reliable (can depend 

Mean scores of perception of level of 
education by GEPF employees
Factors F-value P-value
System quality 0.255 0.776
Information quality 0.401 0.673
Service quality 0.612 0.548
System use 0.261 0.772
User satisfaction 0.094 0.911
Net benefi ts 0.033 0.967
Overall 0.300 0.743
Mean scores of perception of the nature 
of employment by GEPF employees
Factors F-value P-value
System quality 2.378 0.108
Information quality 6.393 0.004
Service quality 3.921 0.029
System use 1.582 0.220
User satisfaction 3.482 0.042
Net benefi ts 2.762 0.077
Overall 8.120 0.001
Mean scores of perception of designation 
of GEPF employees
Factors F-value P-value
System quality 0.339 0.715
Information quality 1.970 0.155
Service quality 1.549 0.227
System use 0.306 0.738
User satisfaction 1.461 0.246
Net benefi ts 2.422 0.104
Overall 0.918 0.409

Source: Researchers’ own data
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on), competent (knowledgeable) and empathic 
(understand one’s feeling). Th e results are in line 
with the views by DeLone and McLean (2016), 
who indicated that the use of technology leads to 
good quality service.

In the determination of the impact of the system 
ineffi  ciencies on the lives of clients, based on 
analysis of employees’ perceptions found staff  
members of GEPF, we of the view that the system 
has more benefi ts than the negatives. Th e notion 
is supported by the data revealing that the system 
has improved decision-making, cost reductions, 
production, the turnaround time, effi  ciency, and 
customer welfare. Th e fi ndings contradict the 
study by Stewart and Yermo (2009:5) who reported 
that there exists a large number of retirees who 
are witnessing delays in unpaid pension fund 
benefi ts that can be attributed to ineffi  ciencies in 
the administration of the pension fund system. 
Finally, the overall satisfaction of the use of the 
GEPF system was determined. Derivative from 
data found an overall satisfaction on the use of 
the GEPF system.

Th e fi ndings were based on analysis of both 
benefi ciaries and employees’ perceptions and the 
fi nding was supported by the data, which revealed 
that the system generates satisfactory reports, 
that employees and customers were satisfi ed with 
web services, and lastly, they were satisfi ed with 
user support services. Th e literature reveals that 
the core function of a pension fund system is to 
ensure that members and pensioners get quality 
service as well as peace of mind about their 
fi nancial security aft er retirement (Zwetsloot, 
2003:205). Th e statement is in support of the 
fi nding from data that shows customers and 
staff  are satisfi ed with user support services that 
ensure the effi  cient functioning of the system. 
Based on data, the managerial implications are 
an improvement to system quality, information 
quality, service quality, system use, user 
satisfaction and net benefi ts. Th e fi ndings concur 
with DeLone and Mclean’s (2016:78) model and 
show that the GEPF system is effi  cient and has 
led to quicker turn-around time in management 
decision-making.

CONCLUSION AND RECOMMENDATIONS 
Th e article has investigated the factors aff ecting 

effi  ciency of a pension fund management 
system and provides answers as to whether the 
GEPF system of South Africa is ineffi  cient and 
ineff ective. Contrary to the general perception 
that the system is ineffi  cient and ineff ective, the 
article has proven otherwise. Both the employees 
and benefi ciaries of the GEPF system found 
the system easy to use without any assistance. 
Although the organisation experienced quite 
a number of disgruntled members citing the 
ineffi  ciency of the system, which they alleged 
caused the delay in the payment of benefi ts, data 
reveals that the majority of the users, being the 
employees and the customers or benefi ciaries, 
found the system to be satisfactory and effi  cient. 
Th e article has probed the perceptions that 
pensioners are dissatisfi ed with prolonged delays 
of pension pay-outs attributed to the ineffi  ciencies 
in the administration of the pension fund system. 
However, fi ndings from data obtained from 
employees and customers point otherwise. Th e 
article concludes that delays in payments are not 
a system problem.

In an organisation where employees are 
dissatisfi ed, the morale normally goes down and 
this has a negative impact on some individuals 
operating the system. It would do the GEPF good 
to conduct a study to assess the level of employee 
satisfaction, identify gaps and address those gaps 
in a manner that can benefi t the organisation 
and its customers. A study to investigate the 
turnaround time of claims made to GEPF and 
the level of satisfaction of the pension recipients 
should also be considered. Th e turnaround time, 
if properly addressed, could signifi cantly reduce 
the number of disgruntled members.
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ABSTRACT 
Th is paper explores a comparative analysis of 
sustainability ratios and the interpretation thereof 
for public listed mining and metal companies in 
South Africa. Th e mining and metal industry 
face huge accountability and responsibility 
to measure sustainable performance due to 
their environmental impacts because of their 
production processes. Th is paper outlines the 
calculation and comparisons of sustainability 
ratios of nine FTSE/JSE Responsible Investment 
Top 30 Index companies in the mining and metal 
industry in South Africa. A two-step mixed 
methods research methodology was followed to 
calculate 27 ratios in three categories for each of 
the nine respondent companies for comparison. 
Th e results showed that sustainability issues have 
been integrated into the accounting and fi nance 
areas within the mining and metal industry. 
However, the large diff erences in the usage of 
energy, consumption of water, emissions and 
waste generation, indicate that the production 
processes of mining companies are probably not 
comparable. To compare sustainability ratios 
amongst mining companies it is necessary to 
understand context and patterns over time. 
Th is application of sustainability ratios showed 
the need to develop an index that standardise 
for example energy consumed (GJ) relatively 
to water usage (kl) permitting strategic and 

performance management of sustainability within 
a company. Management of a company could use 
sustainability ratios to monitor the performance 
of the diff erent sustainability strategies and it can 
assist management to identify situations in which 
economic, environmental and social corporate 
objectives can be achieved simultaneously.

Keywords: Sustainability ratios, metal and 
mining industry, environmental objectives, so-
cial responsibility 

INTRODUCTION 
Th e mining and metal industry add meaningful 
value to a nation and its people (Pwc, 2017). 
Mined minerals are oft en used to build houses 
and automotive, construct hospitals and roads, 
to make phones, computers and satellites and 
to generate electricity. On a global level, the 
mining industry has faced a huge accountability 
and responsibility mandate (Mariri & Chipunza, 
2011). Th erefore, the analysis of mining and metal 
companies by interested parties is important and 
should include an examination of the annual 
reports as well as sustainability reports. Th e King 
Report on Governance for South Africa, King 
IV (Institute of Directors Southern Africa, 2016) 
recommends the integration of annual fi nancial 
reports, sustainability reports and social and 
ethics committee reports but is not prescriptive 
about the report format. Th e aim is to promote 
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sustainability reporting to the same level as 
fi nancial reports. In other words, a business must 
report in terms of the triple-bottom line principle, 
namely, fi nancial, social and environmental 
information. In addition, King IV advocates 
four governance outcomes: ethical culture, good 
performance, eff ective control and legitimacy. Th e 
phrase, “in comparison with other organisations” 
in the ethical culture defi nition highlights the 
importance of comparing performance to other 
companies (Institute of Directors Southern 
Africa, 2016).

Sustainability in the mining and metal industry 
involves the responsible management of limited 
resources and ensuring a healthy natural 
environment capable of supporting the human 
society with quality life, while driving innovation 
(Carvalho, 2017). It aligns the outputs of the 
mining and metal company with the expectations 
of the stakeholders thereby adding economic, 
environmental and social value (Hurst, 2004). 
Th is means that businesses have responsibilities 
to society that extend beyond making a profi t. 
As a result, businesses that adopt a strategic 
sustainability approach expect their contributions 
to enhance the overall business performance 
and to support the long-term interests of the 
business (Szekely & Knirsch, 2005). Furthermore, 
examining sustainability in the mining and 
metal industry has been approached from two 
perspectives namely to focus on the resource use 
and management, and the other on minimizing 
the impacts associated with the production 
process (Segura-Salazar and Tavares, 2018; 
McLellan, Corder, Giurco & Green, 2009). 
Th is paper will calculate sustainability ratios 
in the mining and metal industry as well as 
perform a comparative analysis. Th is will enable 
management and investors to understand the 
sustainability performance of the company as well 
as compare the performance of the companies 
within the mining and metal industry.

PROBLEM STATEMENT 
To ensure development in an economy, a business 
is the fundamental source of innovation, solutions 
and should continue to play an important role 
in the environmental and society aspects. In 
the tough priced market environment, mining 
companies are faced with the challenge of 

maintaining production at reduced costs. Labour 
costs continue to be the biggest cost drivers in 
the mining industry (Pwc, 2018). Mining, if done 
without regard for the environment, leads to 
water scarcity due to pollution, over-abstraction 
and climate change. Water pollution aff ects the 
quality of water calling for expensive measures to 
treat the water (Zvarivadza, 2018).

Th e Mining and metal industry involves the 
extraction of precious minerals and other 
geological materials. It has historically been one 
of the biggest contributors of economic growth, 
serving as a basis for several industries like 
construction, energy, automotive, chemical and 
pharmaceutical among others by providing many 
of the raw materials for equipment (Dubinski, 
2013; Azapagic, 2004). Th e mining life cycle 
involves the following steps: obtaining a license, 
dig the ore, sell the metal and once the deposit 
was exhausted, walk away and start another mine 
elsewhere (Jain, Cui & Domen, 2016). However, 
because mining activities are very diverse and 
have the widest environmental and social impacts, 
the mining activities need to be carried out in a 
way that minimises all possible impacts that can 
be caused to the natural environment and public 
health during all stages of its lifecycle (Segura-
Salazar & Tavares, 2018; Carvalho, 2017).

As a sign of dedication towards environmental 
protection, the mining and metal industry 
has gone beyond legal compliance. Th is is 
because mining, if done without regard for the 
environment, will lead to loss of biodiversity, 
erosion and contamination of water and soil. 
Th erefore, a sustainable mining venture should be 
aware of its impact on the environment and must 
adopt appropriate practices to address the impacts 
(Zvarivadza, 2018). Sustainable mining practices 
can lead to the success of other industries of the 
economy. As listed companies are required to 
publish sustainability reports, these reports can be 
used to determine and evaluate the sustainability 
practices of these companies. One method to 
analyse sustainability reports is to calculate ratios. 
Th e question can be posed whether companies 
in the metal and mining industries are indeed 
implementing sustainability practices as shown 
in their sustainability reports?
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RESEARCH OBJECTIVES 
Th e primary objective of this research is to 
calculate and interpret sustainability ratios 
that could be used to analyse the sustainability 
performance in the mining and metal industry of 
South African businesses.

To assist in achieving the primary objective, the 
secondary objectives of this study were:

i. To perform a literature review of sustainability 
ratios that can be used in the mining and 
metal industry 

ii. To content analyse sustainability reports to 
identify sustainability ratios disclosed by 
companies in the mining and metal industry.

iii. To calculate and interpret the relevant 
ratios for the mining and metal industry.

iv. To propose recommendations to mining 
and metal industry regarding sustainability 
reporting.

LITERATURE REVIEW 
Sustainability ratios can be considered as 
appropriate management tools for linking fi nancial 
information with non-fi nancial information 
considered as core sustainability indicators. Th ey 
are internal measures that aim to identify and 
prioritise opportunities for improvement and to 
identify potential cost savings and various benefi ts 
related to improving the internal performance 
of a business. When used as a trend analysis 
tool, these ratios can provide an assessment 
of sustainability performance to the diverse 
stakeholders in a business (Ngwakwe & Ambe, 
2016). Furthermore, sustainability ratios have the 
ability to be forward-looking and provide more 
transparency for businesses (Skiera, Bermes & 
Horn, 2011). Castro and Causa (2006) highlight 
the fact that the analysis of sustainability ratios 
has the possibility of adding valuable information 
to the fi nancial ratio analysis of a company.

Sustainability reporting is a benefi t-driven action 
that aims to achieve economic surplus (Cajias, 
Geiger & Bienert, 2012). Th e Global Reporting 
Initiative (2013:85) describes sustainability 
reporting as a process that supports businesses 
in setting goals, measuring performance 
and managing change towards sustainability 
by combining long term profi tability with 

social responsibility and environmental care. 
Sustainability report analysis can thus be used 
to provide analysts with the opportunity to 
examine how the companies were performing 
when compared with previous years and with 
the performance of competitors in the industry. 
According to Marx, de Swardt, Beaumont-
Smith and Erasmus (2009:67), ratios are not 
meaningful on its own and needs to be applied 
and interpreted. Th erefore, ratios need to be 
compared to a meaningful standard for them 
to be eff ectively interpreted. However, when 
making comparisons with companies in the 
same industry, the sustainability information for 
ratio comparison should meet the criteria of data 
compatibility and business context.

Blackburn (2007) emphasises the importance 
of sustainability to a business by explaining 
how addressing key trends and issues of 
sustainability systematically can enhance business 
opportunities and protect it from the risks, 
reputational challenges and ineffi  ciencies that 
destroy shareholder value. Th e six main internal 
factors that directly encourage the adoption of 
sustainability into a business, include:

i. cost reduction and savings to achieve 
operational effi  ciency and eff ectiveness 
(Collins, Roper & Lawrence, 2010:492; Epstein 
and Roy, 2003:94; Christmann, 2000:675), 

ii. risk management and reduction (Collins et 
al., 2010:492; Schaltegger and Wagner, 2006), 

iii. reputation and brand value (Collins et al., 
2010:492; Van Marrewijik, 2003:102), 

iv. innovative capabilities (Schaltegger & 
Wagner, 2011:234; Cohen & Winn, 2007:39),

v. Sales and profi t margin (Epstein & Roy, 
2003:94; Porter & van der Linde, 1995a:106; 
1995b:127), and

vi. Attracting and retaining employees (Collins 
et al., 2010:492; Revell, Stokes & Chen, 
2010:284). 

Out of the six internal factors identifi ed, only 
three internal factors will be used as categories 
in this study. Th ese categories drive the main 
commercial benefi ts for the business case for 
sustainability such as to enhance brand value and 
reputation, reduce risk and improve operational 
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effi  ciency and eff ectiveness.

• Sustainable operational effi  ciency and 
eff ectiveness category 

Effi  cient and eff ective operations play an important 
role in successfully running a business. According 
to Sorescu, Frambach, Singh, Rangaswamy and 
Bridges (2011: S4-S9), operational effi  ciency 
refers to the productive use of resources without 
wastage. Operational eff ectiveness refers to the 
production of desired results by operating in 
a manner that maximises the objectives of the 
business. Th us, the ratios allocated in this category 
focus on monitoring the production process to 
ensure sustainable operational performance. As a 
control measure, the ratios in this category can be 
used to compare actual costs against a set target 
or standard to see if the business is producing 
goods in a cost-eff ective manner. Th ey can also 
be used to compare current actual costs against 
actual costs in previous periods and to establish 
the overhead costs of the diff erent departments 
more accurately.

• Sustainable risk minimisation category 
A successful business is highly-dependent on 
how it manages its risks. Risk minimisation is 
based on changing systems that are diffi  cult to 
control (Rammel & Van den Bergh 2003:130). It 
is linked to the concept of adaptive management. 
According to Mammatt (2012:65), adaptive 
management emphasises experimentalism, 
“which entails the process of taking actions 
capable of reducing uncertainty in the future 
and adjusting goals and commitment based on 
learning”. Th erefore, the ratios allocated in this 
category focus on monitoring the risks attached 
to the diff erent sustainable strategies adopted by a 
business to ensure sustainable risk minimisation.

• Sustainable reputation-brand value category 
A positive brand reputation gives the business 
a competitive advantage over its competitors. 
Reputation includes the feedback received from 
business stakeholders concerning the credibility 
of the business (Whetten & Mackey, 2002:401). 
And brand image is “the reasoned or emotional 
perceptions consumers attach to specifi c brands’’ 
(Low & Lamb, 2000:352). Th erefore, the ratios 
allocated in this category focus on monitoring 

the strategies adopted by a business to ensure 
sustainable brand reputation performance. When 
used over a period, the ratios in this category are 
able to identify trends in the increase and decrease 
of a business’ reputation-brand value.

RESEARCH MEHTODOLOGY 
Mixed methods research was used to empirically 
calculate 28 sustainability ratios in the mining and 
metal industry in South Africa. Mixed methods 
research was used in two phases, namely:

• Phase one, sustainability reports were sourced 
from mining and metal companies in South 
Africa and downloaded and critically analysed 
to get the variables (fi gures and numbers) 
necessary to do the calculations (qualitative). 

• In phase two, a comparative ratio analysis 
exercise for a set of 27 sustainability ratios 
were performed for companies in the mining 
and metal industry (quantitative). 

Th e sample of this study consisted of nine mining 
and metal companies listed on the FTSE/JSE 
Responsible Investment Top 30 Index. Th e FTSE/
JSE Responsible Investment Index series, which 
comprises 61 listed companies, was created to 
promote good corporate citizenship and sustainable 
development. Th e index assesses companies by a 
set of standards which are disclosed to come up 
with a benchmark. Th e FTSE/JSE Responsible 
Investment Top 30 Index series benchmark was 
chosen because it represented a catalyst for best 
practise sustainability reporting among South 
African listed companies. It was expected that the 
sustainability reports of these companies should 
be comprehensive as they are regarded as the Top 
30 best sustainable companies in South Africa. 
Th e 9 mining and metal companies were selected 
from these 30 companies as the sample using a 
purpose sampling method. Th e 9 companies 
included in the sample are:

• African Rainbow Minerals (ARI) mine 
platinum, iron ore, manganese, chrome, coal, 
copper, nickel and gold. 

• Anglo American Plc (AGL) mine copper, 
diamonds and platinum, as well as iron ore, 
manganese, coal and nickel.

• Anglo American Platinum (AMS) mine 
platinum.
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• Anglogold Ashanti (ANG) mine gold, silver 
and uranium.

• Billiton (BHP) mine aluminium, copper, 
manganese, iron ore, uranium, nickel, silver 
and titanium minerals.

• Glencore (GLN) mine copper, cobalt, zinc, 
nickel and ferroalloys and also market 
aluminium and iron from third parties. 

• Gold Fields (GFI) mine gold.
• Impala Platinum (IMP) mine platinum group 

metals as well as nickel, cobalt and copper.
• Kumba Iron Ore (KIO) mine iron ore.

Sustainability ratios in this study involve the 
connection of two diff erent variables using 
mathematical expressions (multiplicative 
or dividing ratios). Th erefore, the variables 
(monetary value and units) used to calculate 
the sustainability ratios were collected from the 
annual reports and sustainability reports of the 
nine mining and metal companies and put into 
excel spread sheets. Th ereaft er, diff erent foreign 
exchange rates were used to change the ratio 
variables with monetary value from (Pounds, 
US Dollars and Euros) to South African Rand. 
Depending on the ratio variable (water, energy, 

waste, emission) being calculated, all units of 
measurement were made uniform for comparison 
purposes (water (kilolitres), energy (gigajoules), 
waste (tonnes) and emissions (tonnes). Th ese ratio 
variables were then used to calculate sustainability 
ratios in the three categories. Th e results from 
the calculated ratios were compared in order to 
examine the sustainability performance of the 
companies in the mining and metal industry. Th e 
results of the comparative analysis are presented 
in the following section.

LIMITATIONS OF THE RESEARCH
Th e nine companies extract diff erent kinds of 
minerals, which may require diff erent input 
resources such as water, energy and labour. 
Th ese companies also use diff erent extraction 
processes and extract at diff erent geographical 
areas, for example rich mineral reefs versus 
poor reefs. Th erefore, comparing the ratios for 
the nine companies will focus on effi  ciency 
ratios only and cannot provide a foundation to 
judge the eff ectiveness of sustainable strategies 
implemented. Furthermore, no existing norms 
are available to measure sustainability ratios 
against.

TABLE 1: SUSTAINABILITY RATIOS REPORTED BY COMPANIES IN THE MINING AND METAL 
INDUSTRY 

RATIO IDENTIFIED IN SUSTAINABILITY REPORTS COMPANY NAME
Training Investment per Payroll ARI, AMS, GFI, IMP, KIO
Production per Employee AMS, IMP
Energy Consumption per Production BHP, GFI
Energy consumptions per tonne milled IMP
Water Usage per Production GFI
Water usage per tonne milled ANG 
Emissions per Production BHP, GFI
Emissions per tonne milled IMP
TRCFR per X Man Hours Worked
TRCFR = Total Reportable Cases Frequency Rate 

ARI, AGL, AMS. BHP, GLN, GFI, 
IMP, KIO

LTIFR per X Man Hours Worked
LTIFR = Lost Time Injuries Frequency Rate ARI, AGL, AMS, GLN, IMP, KIO

FIFR per X Man Hours Worked
FIFR = Fatality Injuries Frequency Rate ARI, AGL, IMP, KIO, ANG

Occupational Diseases per X Man Hours Worked ANG, BHP, GLN

Source: Researchers’ own presentation
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EMPIRICAL RESULTS FOR THE 
CONTENT ANALYSIS IDENTIFYING 
SUSTAINABILITY RATIOS DISCLOSED BY 
COMPANIES 
Th e results of the content analysis identifying 
sustainability ratios in the sustainability reports 
of companies in the mining and metal industry 
are provided in table 1.

Table 1 shows that the majority of companies 
disclose social sustainability ratios using 
payroll cost and man hours worked. Only four 
companies Billiton (BHP), Gold Fields (GFI), 
Impala Platinum (IMP), Anglo Gold Ashanti 
(ANG) disclose environmental sustainability 
ratios related to energy consumption, water usage 
and emissions. None of the sustainability ratios 
in table 1 uses Rand amounts from the annual 
fi nancial reports.

EMPIRICAL RESULTS FOR THE 
CALCULATED SUSTAINABILITY RATIOS 
IN THE MINING AND METAL INDUSTRY 
Th e section measures effi  ciency ratios only–
these ratios include one input variable and one 
output variable which can be used to calculate an 
effi  ciency ratio. When using the minimum input 
(e.g. kiloliters of water) to convert it into the 
maximum output (e.g. Rand value of revenue) 
an input-output ratio, known as an effi  ciency 
ratio is calculated. Eff ectiveness ratios cannot 
be calculated or measured because the degree to 
which each mine achieved their predetermined 
goal is not known.

Th e results of the sustainability operational 
effi  ciency ratios for the mining and metal industry 
are provided in Table 2.

Table 2 shows that diff erent sustainable 
operational effi  ciency ratios were calculated 
for the mining and metal industry. Th e revenue 
per energy consumption ratio determines how 
effi  ciently a company consumes energy to generate 
revenue. Th is ratio revealed that Glencore (GLN) 
consumed its energy more effi  ciently compared 
to all the participating companies in this industry, 
for every 1GJ of energy consumed, Glencore 
(GLN) generated R13,224 in revenue while 
African Rainbow Minerals (ARI) only generated 
R1,464 in revenue. Th e revenue per water ratio 

determined how effi  ciently a company used water 
to generate revenue. Th is ratio also revealed that 
Gold Fields (GFI) used its water more effi  ciently 
compared to its peers, for every 1Kl of water 
used, Gold Fields (GFI) generated R1,179,000 
in revenue, while African Rainbow Minerals 
(ARI) only generated R503. Th e operating 
profi t per energy consumption ratio determined 
how effi  ciently a company consumed energy to 
generate operating profi t. Th e ratio revealed that 
Kumba Iron Ore (KIO) generated the highest 
operating profi t per consumed energy unit – thus 
more effi  ciently compared to all the participating 
companies in the industry–for every 1GJ of 
energy consumed, Kumba Iron Ore (KIO) made 
a return of R1,813 in operating profi t, while 
Impala Platinum (IMP) made a loss of R21. 
Furthermore, the operating profi t per water 
usage ratio determined how effi  ciently a company 
used water to generate operating profi t. Th e ratio 
revealed that Gold Fields (GFI) generated the 
highest operating profi t per unit of water – thus 
more effi  ciently compared to all the participating 
companies in the industry–for every 1Kl of water 
used, Gold Fields (GFI) made a return of R83,952 
in operating profi t, while Impala Platinum (IMP) 
made a loss of R8.

Th e worker output ratio determines how effi  ciently 
a company engages its employees to generate 
revenue. Th is ratio also revealed that Glencore 
(GLN) implemented effi  cient sustainability 
strategies that enabled each employee to make 
more sales. Th erefore, for every 1 employee, 
Glencore (GLN) generated R18,299,000 in 
revenue, while African Rainbow Minerals (ARI) 
only generated R415,081. Lastly, sustainability 
effi  ciency ratio determined the amount of value 
added to company by every investment made 
on sustainability. Th e ratio revealed that the 
sustainability investments made by Glencore 
(GLN) added more value to the company 
compared to its peers. Th erefore, for every R1 
invested in sustainability, Glencore (GLN) added 
R158 to its net value, while African Rainbow 
Minerals (ARI) only added R59. It is important 
to note that this ratio was only calculated for 
four participating companies in the industry. In 
conclusion, the higher the ratio in the economic 
sub-category, the better it is for the companies. It 
can thus be assumed that these companies had a 
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TABLE 2: SUSTAINABLE OPERATIONAL EFFICIENCY RATIOS FOR THE MINING AND METAL INDUSTRY 
RATIOS FORMULA ARI AGL AMS ANG BHP GLN GFI IMP KIO
Economic
Revenue 
Per Energy 
Consumption

Revenue / 
Total Energy 

Consumed (GJ) 

R/GJ

1,464

R/GJ

2,644

R/GJ

2,079

R/GJ

5,487

R/GJ

2,792

R/GJ

13,224

R/GJ

3,056

R/GJ

2,074

R/GJ

4,825

Revenue Per 
Water Usage

Revenue / Total 
Water Used 

(Kl) 

R/kl

503

R/kl

1,455

R/kl

1,896

R/kl

3,290

R/kl

816

R/kl

2,891

R/kl

1,179

R/kl

789

R/kl

50,959
Operating 
Profi t Per 
Energy 
Consumption

Operating 
Profi t / Total 

Energy 
Consumed (GJ) 

R/GJ

33

R/GJ

412

R/GJ

153

R/GJ

1,627

R/GJ

553

R/GJ

445

R/GJ

1,513

R/GJ

(21)

R/GJ

1,813

Operating 
Profi t Per 
Water Usage

Operating 
Profi t / Total 
Water Used 

(Kl) 

R/kl

11

R/kl

227

R/kl

139

R/kl

975

R/kl

161

R/kl

97

R/kl

83,952

R/kl

(8)

R/kl

19,145

Worker 
Output Ratio 

Revenue / Total 
Employees 

R/empl

415,081

R/empl

3,473

R/empl

2,141

R/empl

1,043 

R/empl

15,194 

R/empl

18,299

R/empl

3,988

R/empl

1,161

R/empl

7,332

Sustainability 
Effi  ciency *

Net Value 
Added * / Cost 
of Sustainability 
Capital (CSI)*

R

59

- R

74
- -

R

158
-

R

71
-

Environmental

Energy 
Consumption 
Per Employee

Energy 
Consumed 
(GJ) / Total 
Employees 

284

(GJ/
Emp)

1,314

(GJ/
Emp)

1,030

(GJ/
Emp)

190

(GJ/
Emp)

5,442

(GJ/
Emp)

1,383.78

(GJ/
Emp)

1,304.89

(GJ/
Emp)

559.94

(GJ/
Emp)

1,519.78

(GJ/
Emp)

Water Usage 
Per Operating 
Profi t

Total Water 
Used (Kl) / 
Operating 

Profi t

Kl/R

8.72%

Kl/R

0.44%

Kl/R

0.72%

Kl/R

0.10%

Kl/R

0.62%

Kl/R

1.03%

Kl/R

0.00%

Kl/R

12.30%

Kl/R

0.01%

Energy 
Consumption 
Per Operating 
Profi t

Total Energy 
Consumed (GJ) 

/ Operating 
Profi t

GJ/R

2.99%

GJ/R

0.24%

GJ/R

0.65%

GJ/R

0.06%

GJ/R

0.18%

GJ/R

0.22%

GJ/R

0.07%

GJ/R

4.68%

GJ/R

0.06%

Social

Employee 
Cost Ratio

Total Salary 
Cost / Total 
Employees

R/empl

91,275

R/empl

405,451

R/empl

476,684

R/empl

203,214

R/empl

179, 
400

R/empl

429,691

R/empl

699,018

R/empl

346,022

R/empl

825,719

Social Ratio Total Salary 
Cost / Revenue 21.99% 16.84% 22.27% 19.49% 11.81% 2.35% 17.53% 29.80% 11.26%

* Taken directly from the sustainability reports
Source: Researchers’ own presentation

better performance because they implemented 
more effi  cient sustainability strategies compared 
to their peers.

Regarding the environmental sustainability 
ratios, the energy consumption per employee 
ratio, which indicates how effi  ciently energy 
was consumed by each employee, revealed 
that Billiton (BHP) employees consumed the 

highest amount of energy compared to all the 
participating companies in this industry, while 
Anglogold Ashanti (ANG) employees were the 
most effi  cient in their consumption of energy. 
Th erefore, for each one employee, Billiton (BHP) 
consumed 5442GJ of energy, while Anglogold 
Ashanti (ANG) only consumed 190GJ. Whereas, 
the water usage per operating profi t ratio revealed 
that Impala Platinum (IMP) used the highest 
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amount of water to generate a profi t compared to 
all the participating companies in this industry, 
while Gold Fields (GFI) was the most effi  cient. 
Th erefore, for every R100 operating profi t, 
Impala Platinum (IMP) used 12.30Kl of water, 
while Gold Fields (GFI) did not use any water. 
Th e energy consumption per operating profi t 
ratio, which indicated the amount of energy 
consumed as a percentage of operating profi t 
revealed that IMP consumed the highest amount 
of energy to make a profi t compared to all the 
participating companies in the industry, while 
Anglogold Ashanti (ANG) and Kumba Iron Ore 
(KIO) were the most effi  cient. Th erefore, for every 
R100 operating profi t, Impala Platinum (IMP) 
consumed 4.68GJ of energy, while Anglogold 
Ashanti (ANG) and Kumba Iron Ore (KIO) only 
consumed 0.06GJ. In conclusion, the lower the 
ratio in the sustainable operational effi  ciency 
environmental sub-category, the better it was 
for the companies. It could thus be assumed 
that companies with lower ratios had a better 
performance because they implemented more 
effi  cient sustainability strategies compared to 
their peers.

With regard to the social sustainability ratios, the 
employee cost ratio, which indicates the amount 
of salary allocated to an employee, revealed that 
Billiton (BHP) allocated the highest amount of 
salary to its employees compared to its peers. 
Th erefore, for every 1 employee, Kumba Iron Ore 
(KIO) spent R825 719 on salary, while African 
Rainbow Minerals (ARI) only spent R91,275. 
Th e social ratio indicated the salary cost as a 
percentage of the revenue, and it revealed that 
Impala Platinum (IMP) spent the highest amount 
on salary cost compared to its peers. Th erefore, 
for every R100 revenue, Impala (IMP) spent 
R29.80 on salary cost, while Glencore (GLN) 
only spent R2.35. Table 3 summaries the fi ndings 
of the sustainability operational effi  ciency ratios.

Table 3 shows that comparisons to other 
companies is problematic for operational 
effi  ciency sustainability ratios. Table 4 provides 
the sustainable risk- minimisation ratios for the 
mining and metal industry.

Table 4 shows that diff erent sustainable risk-
minimisation ratios were calculated for the 
mining and metal industry. Th e revenue per waste 

TABLE 3: SUMMARY OF THE FINDINGS OF THE SUSTAINABILITY OPERATIONAL EFFICIENCY RATIOS 

Ratios Explanation

Economic

Th e higher the ratio in the economic sub-category, the better it is for the 
companies. It can thus be assumed that these companies had a better 
performance because they implemented more effi  cient sustainability strategies 
compared to their peers

Th e ratio’s Revenue Per Energy Consumption, Revenue per Water Used, 
Operating Profi t Per Energy Consumption, Operating Profi t per Water 
Used, Revenue per total employees showed large variances between the nine 
companies indicating that the production processes of these mining companies 
are not comparable without further context and ratio patterns over time.

Environmental

Th e lower the ratio in the sustainable operational effi  ciency environmental sub-
category, the better for the companies.

Th e ratio’s Energy consumption per employee, Water Usage per operating 
profi t, Energy consumption per operating profi t showed large variances 
between the nine companies indicating that the production processes of these 
mining companies are probably not comparable without further context and 
ratio patterns over time.

Social Th e ratios showed large variances between the nine companies, indicating that 
spending on employees to ensure high performance is not comparable.

Source: Researchers’ own presentation
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ratio determined the amount of waste produced 
by a company in the process of generating 
revenue. Th e highest ratios for every 1 tonne of 
waste produced, is Kumba Iron Ore (KIO) which 
generated R14,933,000 in revenue, while African 
Rainbow Minerals (ARI) did not generate any 
revenue. Th e revenue per emission ratio, which 
indicated the amount of emissions emitted by a 
company in the process of generating revenue, 
revealed that Billiton (BHP) generated the 
highest revenue per tonne of emissions emitted. 
Billiton (BHP) generated R561,376 revenue/
tonne, while African Rainbow Minerals (ARI) 
only generated R7008/ton. Th e operating profi t 
per waste ratio, which indicated the operating 
profi t per tonne of waste, revealed that Kumba 
Iron Ore (KIO) generated the highest revenue per 
tonne of waste produced compared to its peers. 
For every 1 tonne of waste produced, Kumba 
Iron Ore (KIO) made a return of R5,610,000/
tonne, while Impala Platinum (IMP) made a 
loss of R17/tonne. Lastly, the operating profi t 

per emission ratio, revealed that Billiton (BHP) 
generated the highest operating profi t per tonne 
of emission emitted. Billiton (BHP) made a 
return of R111,129/tonne in operating profi t, 
while Impala Platinum (IMP) made a loss of 
R100/tonne. In conclusion, the higher the ratio in 
the sustainable risk-minimisation economic sub-
category, the better it was for the companies. It 
could thus be assumed that these companies had 
a better performance because they implemented 
more effi  cient sustainability risk minimisation 
strategies compared to their peers.

With regard to the environmental sustainability 
ratios, the waste per employee ratio, which 
indicated the amount of waste produced by each 
employee, Gold Fields (GFI) employees produced 
the highest amount of waste compared to its peers, 
while Kumba Iron Ore (KIO) employees were 
the most effi  cient. For every 1 employee, Gold 
Fields (GFI) produced 20,865 tonnes of waste, 
while Kumba Iron Ore (KIO) only produced 

TABLE 4: SUSTAINABLE RISK-MINIMISATION RATIOS FOR THE MINING AND METAL INDUSTRY
RATIOS FORMULA ARI AGL AMS ANG BHP GLN GFI IMP KIO
Economic

Revenue Per 
Waste

Revenue / Total 
Waste (T) 

R/T

0

R/T

22,634

R/T

111

R/T

221

R/T

3,336

R/T

1,255

R/T

191

R/T

1,640

R/T

14,933

Revenue Per 
Emission

Revenue / Total 
Emissions (T) 

R/T

7,008

R/T

15,613

R/T

11,070

R/T

19,169

R/T

561,376

R/T

78,894

R/T

18,203

R/T

9,676

R/T

45,297
Operating 
Profi t Per 
Waste

Operating Profi t 
/ Total Waste (T)

R/T

5

R/T

3,527

R/T

8

R/T

66

R/T

660

R/T

42

R/T

95

R/T

(17)

R/T

5,610
Operating 
Profi t Per 
Emissions

Operating Profi t 
/ Total Emissions 

(T)

R/T

160

R/T

2,433

R/T

814

R/T

5,683

R/T

111,129

R/T

2,657

R/T

9,015

R/T

(100)

R/T

17,018
Environmental

Waste Per 
Employee

Total Waste (T) 
/ Number of 
employees 

2,031

(T/
Emp)

153

(T/
Emp)

19,335

(T/
Emp)

4,713

(T/
Emp)

4,555

(T/
Emp)

14,584

(T/
Emp)

20,865

(T/
Emp)

708

(T/
Emp)

0.49

(T/
Emp)

Waste Per 
Operating 
Profi t

Total Waste(T) /
Operating Profi t

T/R 
21.44

T/R 
0.03

T/R 
12.28

T/R 
1.52

T/R 
0.15

T/R 
2.37

T/R 
1.06

T/R 
5.92

T/R 
0.00

Emissions Per 
Equity

Total Emissions 
(T) / Equity

T/R 
0.01

T/R 
0.00

T/R 
0.01

T/R 
0.01

T/R 
0.00

T/R 
0.01

T/R 
0.00

T/R 
0.01

T/R 
0.00

Waste Per 
Equity

Total Waste (T) / 
Equity

T/R 
0.19

T/R 
0.00

T/R 
1.41

T/R 
0.71

T/R 
0.02

T/R 
0.33

T/R 
0.45

T/R 
0.04

T/R 
0.00

Waste Per 
Revenue

Total Waste (T) / 
Revenue

T/R 
0.49

T/R 
0.00

T/R 
0.90

T/R 
0.45

T/R 
0.03

T/R 
0.08

T/R 
0.52

T/R 
0.06

T/R 
0.00

Source: Researchers’ own presentation
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0.49 tonnes of waste. Waste per operating profi t 
ratio, indicates the amount of waste produced as 
a percentage of operating profi t. African Rainbow 
Minerals (ARI) produced the highest amount of 
waste to generate a profi t compared to its peers, 
while Kumba Iron Ore (KIO) was the most 
effi  cient. For every R100 operating profi t, African 
Rainbow Minerals (ARI) produced 21.44 tonnes 
of waste, while Kumba Iron Ore (KIO) did not 
produce any waste. Furthermore, the emissions 
per equity ratio determined the tonnes of 
emissions emitted in relation to the rand amount 
of equity. Th e ratio revealed that African Rainbow 
Minerals (ARI), Anglo American Platinum 
(AMS), Anglogold Ashanti (ANG), Glencore 
(GLN) and Impala Platinum (IMP) emitted some 
form of emission, while the remaining companies 
did not emit any emission. Th erefore, for every 
R100 of equity, African Rainbow Minerals (ARI), 
Anglo American Platinum (AMS), Anglogold 
Ashanti (ANG), Glencore (GLN) and Impala 
Platinum (IMP) emitted 0.01 tonne of emission, 
while Anglo American plc (AGL), Billiton (BHP), 
Gold Fields (GFI) and Kumba Iron Ore (KIO) did 
not emit any emissions. Th e waste per equity ratio, 
which indicated the amount of waste produced in 
relation to the rand amount equity revealed that 
Anglo American Platinum (AMS) produced the 
highest form of waste, while Anglo American 
plc (AGL) and Kumba Iron Ore (KIO) were the 
most effi  cient. Th erefore, for every R100 of equity, 
Anglo American Platinum (AMS) produced 1.41 
tonnes of waste, while Anglo American plc (AGL) 
and Kumba Iron Ore (KIO) did not produce any 

waste. In conclusion, the lower the ratio in the 
sustainability risk-minimisation environmental 
sub-category, the better it was for the companies. 
It could thus be assumed that companies 
with lower ratios had a better performance 
because they implemented sustainability risk 
minimisation strategies. Table 5 summaries the 
fi ndings of the sustainability risk-minimisation 
ratios. Only economic and environmental ratios 
were identifi ed and developed for the risk-
minimisation category as some of the fi gures to 
calculate social ratios were not available and the 
ratios could not be calculated.

Table 5 shows that comparisons to other 
companies is problematic for risk-minimisation 
sustainability ratios. Table 6 give the sustainable 
brand value ratios for the mine and metal industry.

Table 6 shows that diff erent sustainable 
reputation-brand value ratios were calculated 
for the mining and metal industry. Th e equity 
per employee ratio determined the amount of 
equity employed for each employee. For every 1 
employee, Billiton (BHP) employed R29,158,000 
in equity, while Anglogold Ashanti (ANG) 
only employed R667,667. Th e economic value 
added per employee ratio, which indicated the 
amount of economic value added to the company 
by each employee, revealed that Glencore 
(GLN) implemented strategies that enabled 
each employee to add value to the company. 
Th erefore, for every 1 employee, Glencore (GLN) 
added R1,269,000 to its economic value, while 

TABLE 5: SUMMARY OF THE FINDINGS OF THE SUSTAINABILITY RISK-MINIMISATION RATIOS

Ratios Explanation

Economic

Th e higher the ratio in the sustainable risk-minimisation economic sub-category, 
the better it was for the companies.

All ratios showed large variances indicating that the production and extraction 
methods of the mining companies are diff erent and therefore the ratios probably 
not comparable without further context and ratio patterns over time.

Environmental

Th e lower the ratio in the sustainability risk-minimisation environmental sub-
category, the better it was for the companies.

All ratios showed large variances indicating that the production and extraction 
methods of the mining companies are diff erent and therefore the ratios probably 
not comparable without further context and ratio patterns over time.

Source: Researchers’ own presentation
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Impala Platinum (IMP) only added R241,485. 
It was important to note that this ratio was only 
calculated for four participating companies in the 
industry. In conclusion, the higher the ratio in 
the sustainable reputation-brand value economic 
sub-category, the better it was for the companies.

With regard the environmental sustainability 
ratios, the environmental fi ne per sales ratio, 
which indicated how effi  ciently natural resources 
were used to generate sales without attracting 
any legal penalties, revealed that Billiton (BHP) 
and Glencore (GLN) both attracted penalties. 
Th erefore, for every R100 revenue, Billiton (BHP) 
attracted R0.00023 environmental fi nes, and 
Glencore (GLN) attracted R0.00010. Whereas, 
the water usage per equity employed, revealed 
that Glencore (GLN) used the highest amount 
of water to equity employed compared to all its 
peers, while Gold Fields (GFI) and Kumba Iron 
Ore (KIO) were the most effi  cient. Th erefore, for 
every R100 equity employed, Glencore (GLN) 
used 0.14Kl of water, while Gold Fields (GFI) and 
Kumba Iron Ore (KIO) did not use any water. 
Th e energy consumption per equity employed 

revealed that Anglo American Platinum (AMS) 
consumed the highest amount of energy to equity 
employed compared to all its peers, while Billiton 
(BHP) and Kumba Iron Ore (KIO) were the most 
effi  cient. Th erefore, for every R100 equity, Anglo 
American Platinum (AMS) consumed 0.07GJ of 
energy, while Billiton (BHP) and Kumba Iron 
Ore (KIO) only consumed 0.02GJ. In conclusion, 
the lower the ratio in the sustainable reputation-
brand value environmental sub-category, the 
better it was for the companies. It could thus be 
assumed that companies with lower ratios had 
enhanced reputations and brand values because 
they implemented sustainability strategies.

Finally, with regard to the social sustainability 
ratios, the target employee ratio, which indicated 
the cost per employee as a percentage of the overall 
employment cost, revealed that Kumba Iron Ore 
(KIO) spent the highest amount on employee cost 
compared to its peers. Th erefore, for every R100 
employment cost, Kumba Iron Ore (KIO) spent 
R0.0180 on employee cost, while Glencore (GLN) 
only spent R0.0007. Th e CSI exp. to equity ratio 
determined the amount invested in corporate 

TABLE 6: SUSTAINABLE REPUTATION-BRAND VALUE RATIOS FOR THE MINING AND METAL 
INDUSTRY

RATIOS FORMULA ARI AGL AMS ANG BHP GLN GFI IMP KIO
Economic

Equity Per 
Employee

Total Equity 
/ Total 

Employees 

R/emp

1,063

R/emp

4,831

R/emp

1,595

R/emp

667,667

R/emp

29,158

R/emp

4,404

R/emp

4,626

R/emp

1,153

R/emp

6,571

Value Added 
Per Employee 

Economic 
Value Added 

/ Total 
Employees

R/emp

272,397
-

R/emp

904,421
- -

R/emp

1,269
-

R/emp

241,485
-

Environmental

Environ-
mental Fines 

Environ-
mental Fines 

/ Sales
- - - - 0.00023% 0.00010% - - -

Water Usage 
Per Equity

Water Usage 
(Kl) / Equity

Kl/R 
0.08%

Kl/R 
0.05%

Kl/R 
0.08%

Kl/R 
0.05%

Kl/R 
0.06%

Kl/R 
0.14%

Kl/R 
0.00%

Kl/R 
0.08%

Kl/R 
0.00%

Energy Per 
Equity

Energy (GJ) / 
Equity

GJ/R 
0.03

GJ/R 
0.03

GJ/R 
0.07

GJ/R 
0.03 GJ/R 0.02 GJ/R 0.03 GJ/R 

0.03
GJ/R 
0.03

GJ/R 
0.02

Social

Target 
Employee

Employee 
Cost / 

Employment 
Cost

0.0043% 0.0009% 0.0035% 0.0019% 0.0037% 0.0007% 0.0112% 0.0032% 0.0180%

CSI Exp. to 
Equity CSI/Equity 0.43% 0.28% 0.89% 0.85% 0.30% 0.18% 0.51% 0.18% 0.18%

Source: Researchers’ own presentation
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social responsibility as a percentage of total 
equity. Th e ratio revealed that Anglo American 
Platinum (AMS) invested the highest amount on 
CSI compared to its peers, therefore, for every 
R100 equity, Anglo American Platinum (AMS) 
invested R0.89 on CSI, while Glencore (GLN), 
Impala Platinum (IMP) and Kumba Iron Ore 
(KIO) only invested R0.18. Table 7 summaries the 
fi ndings of the sustainability reputation-brand 
value ratios.

Table 7 shows concerning results of the metal and 
mining industry regarding their sustainability 
reputation-brand value ratios. Improvements in 
this area are required.

MANAGERIAL IMPLICATIONS 
Th e research fi ndings from this study might 
be useful to various sustainability stakeholders 
in South Africa, particularly the mining and 
metal sector executives. It is recommended that 
management of a company could use sustainability 
ratios to monitor the performance of the diff erent 
sustainability strategies adopted into their 
business models. Th erefore, the development of 
specifi c sustainability ratios to use in the mining 
and metal industry is recommended.

Furthermore, management could use the fi ndings 
of the study as follows:

• Th e large diff erences in the usage of energy, 
consumption of water, emissions and waste 
generation, indicate that the production 
processes of mining companies are 
probably not comparable. Th erefore, to aid 
comparison of sustainability ratios amongst 
mining companies, it is recommended 

that management provide context as well 
as patterns of ratios over time in their 
Sustainability reports. 

• It is furthermore recommended that 
management develop a sustainability index 
that standardise for example energy consumed 
(GJ) relatively to water usage (kl) permitting 
strategic and performance management of 
sustainability within a company.

• Having high quality employees has the ability 
to enhance performance and reputation 
of companies in the mining and metal 
industry. Th erefore, it is recommended that 
management could adopt strategies that will 
assist them to retain these employees.

Corporate social investments (CSI) was found 
to have the ability to add value to companies in 
the mining and metal industry. Management 
should take advantage of this investment as it has 
the ability in the long run to improve reputation, 
reduce socio-economic risks in the external 
environment and build trust and relations with 
stakeholders.

• Companies in the mining and metal industry 
could take advantage of their ability to 
use recycled water as that will enable the 
companies to save cost and use water more 
effi  ciently.

• Companies in the mining and metal industry 
consumed energy effi  ciently. Management 
should be aware of the energy consumption 
levels and adopt strategies to curb it further. 
Th ey could take advantage of using renewable 
energy, since the sun is a natural source of 
energy.

TABLE 7: SUMMARY OF THE FINDINGS OF THE SUSTAINABILITY REPUTATION-BRAND VALUE RATIOS

Ratios Explanation

Economic Th e higher the ratio in the sustainable reputation-brand value economic sub-
category, the better it was for the companies.

Environmental Th e lower the ratio in the sustainable reputation-brand value environmental 
sub-category, the better it was for the companies.

Social

Employee cost when compare against the overall payroll cost was found to be 
low in all the companies.

Th e majority of the ratios indicated that all the companies invested less than one 
percentage in corporate social ventures.

Source: Researchers’ own presentation
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• Companies in the mining and metal industry 
produce waste. Companies are able to recycle 
waste into other useable products should take 
advantage of these strategies that will assist in 
waste reduction.

Companies in the mining and metal industry 
emit emissions during the production process. 
Management could adopt strategies that will 
assist in further reducing emissions such as 
switching from fossil fuels to renewable fuels and 
optimizing transportation.

• Companies in the mining and metal industry 
showed concerning results regarding their 
sustainability reputation-brand value ratios. 
Management should focus on strategies to 
reduce waste and fi nes to improve reputation 
and brand value.

CONCLUSIONS 
Th e mining industry has a huge accountability 
and responsibility mandate. Th erefore, the need to 
measure sustainability performance is important 
for this industry. Measuring sustainability in the 
mining and metal industry is focused on the 
resource use and management, and on the other 
hand, minimizing the impacts associated with 
the production process. As a result, this paper 
presented a comparative analysis of sustainability 
ratios and the interpretation thereof for public 
listed mining and metal companies in South 
Africa. Th is paper showed that companies in 
the metal and mining industries are indeed 
implementing sustainability practices as 
measured by their sustainability ratios.
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ABSTRACT 
South Africa is in desperate need to grow the 
population of high growth SMMEs, as these 
businesses are key to job creation, innovation 
eff orts, poverty alleviation, promoting economic 
growth and contributing meaningfully to the 
South African tax base. Th is study aims to identify 
the factors contributing to the high growth of 
SMMEs in the Gauteng province in South Africa. 
Th e study further aimed to determine how the 
high-growth SMME sector could be nurtured, 
from the perspective of existing high-growth 
SMME owners who have experienced more than 
20% growth in the past three years. Th e study 
was qualitative in nature and made use of semi-
structured interviews with sixteen SMME owners 
based at Incubation Hubs in Gauteng. Data were 
analysed by means of thematic content analysis. 
Th is study concludes that this particular sector 
plays a signifi cant role within South Africa’s 
economy. However, for this sector to continue 
growing, SMMEs need to equip themselves 
with managerial and industry skills, have a 
good fi nancing model in place and be provided 
with government support through policies and 
development fi nance. Th e study is of value to 

existing SMMEs struggling who can use the 
identifi ed factors to promote growth internally, as 
well as to policymakers to structure interventions 
to promote high growth in existing SMMEs.

Keywords: small, micro and medium-sized en-
terprises; South Africa; high growth 

INTRODUCTION 
South Africa faces a multitude of social and 
economic problems, with recent statistical 
releases showing pedestrian economic growth 
rates of around 1.4%, an unemployment rate 
of around 27.1% according to the restricted 
defi nition, coupled with a growing population 
estimated to be almost 58 million people 
(Statistics South Africa, 2018a,b,c; 2019). In an 
eff ort to alleviate some of the socio-economic 
ills, the South African government adopted the 
National Development Plan (NDP) 2030, an 
all-encompassing blueprint to ignite economic 
growth, reduce unemployment and bring 
countless South Africans above the poverty 
line. One central component of the NDP is the 
creation of small, micro and medium enterprises 
(SMMEs) to close the gap between the economic 
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reality and envisaged plan (National Development 
Plan, 2016). Th e NDP recognises the role SMMEs 
can play in creating meaningful employment on a 
broader scale, thereby alleviating poverty.

It is however of utmost importance not just to 
create these enterprises, but also to stimulate 
growth in new and existing SMMEs (Bhorat, 
Asmal, Lilenstein & Van der Zee, 2018). Th e 
importance of promoting growth within SMMEs 
cannot be overstated, as it has been found that 52% 
of enterprises with high growth rates have shown 
increased levels of employment (SME Growth 
Index, 2013). It is therefore not surprising that an 
increased volume of research has been dedicated 
to uncovering the nature of various metrics of 
organisational performance (Coad, Daunfeldt, 
Nightingale, Hölzl & Johansson, 2014). It has 
also been observed that approximately half of all 
formal SMMEs operate in the Gauteng province, 
contributing up to 14% to GDP (Statistics South 
Africa, 2015).

In addition, approximately 20% of the population 
resides in Gauteng and the province is considered 
a booming market for entrepreneurs to start 
their businesses (Gauteng Enterprise Propeller 
Overview, 2017). Th e large population residing 
in the province presents signifi cant opportunities 
for SMMEs, as there are large target markets to 
serve due to the substantial demand, coupled 
with an increasing migration pattern to Gauteng 
in search for job opportunities (Statistics South 
Africa, 2018a). It is therefore concerning that 
South Africa has a relatively small base of existing 
SMMEs, as well as an observable diminishing 
growth of the number of these types of enterprises 
(Goddard, 2017). In addition, SMMEs experience 
high failure rates and various obstacles to growth 
and sustainability, such as lack of access to credit 
and fi nancial services, poor infrastructure, 
low levels of support, problems with market 
accessibility, as well as a shortage of available 
skills, amongst other problems (SEDA, 2016).

Th is study therefore aims to address the need to 
identify and understand the factors contributing 
to the high growth of SMMEs in Gauteng, as well 
as uncover recommendations on how to nurture 
this important sector.

PROBLEM STATEMENT 
Th e social and economic importance of high 
growth SMMEs cannot be overstated, as these 
enterprises contribute meaningfully to GDP 
growth, assist in alleviating high levels of 
unemployment by providing job opportunities. 
Yet, South Africa is only host to a relatively small 
number of high-growth SMMEs, thereby not 
fully using the potential these enterprises hold. 
In addition, small businesses in South Africa 
experience high failure rates, thereby reducing the 
number of small businesses that could have been 
transformed into high-growth SMMEs. Over the 
years, increased attention has been placed on 
high growth businesses owing to the signifi cant 
contribution of economic growth (Mamburu, 
2017). Th e identifi cation and study of the 
success factors contributing to the high growth 
in the SMME sector is equally as important to 
consider. Th erefore, special attention needs to be 
given to identifying the critical success factors 
contributing to the high growth of SMMEs 
(Ngcobo & Sukdeo, 2015). Th is then highlights 
the need to understand and highlight the success 
factors that contribute to high growth within 
SMMEs, thereby empowering more SMMEs to 
grow their businesses.

RESEARCH OBJECTIVES
Th e primary objective of the study is to identify 
and understand the factors contributing to the 
high growth of SMMEs in Gauteng. Secondary 
objectives included uncovering recommendations 
from the viewpoint of SMMEs on how to nurture 
the SMME sector, as well as making practical 
growth-related recommendations for SMME 
owners and policymakers.

RESEARCH METHODOLOGY
Th e research design for this study considers 
the structure in researching and identifying the 
aim and objectives of the study including how 
the data was collected and analysed (Sekaran 
& Bougie, 2010). Th e study was qualitative in 
nature, using an interpretivist philosophy to 
understand the thoughts of the entrepreneurs 
by viewing growth-related factors from their 
perspective, thus getting deeper insights into 
their lives. Th is helped to identify and understand 
the factors contributing to the overall success and 
growth of SMMEs and how to nurture this sector 
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and to shortlist the critical factors contributing to 
growthh. Th e scope of the study focused on high-
growth SMMEs serving the Gauteng province in 
South Africa and are located within incubation 
hubs in the Gauteng area. To be included in the 
study, the SMMEs had to have association with an 
incubation hub in Gauteng, as well as experienced 
profi t growth of 20% over a three-year period. 
Gauteng is home to a number of incubation 
hubs, such as the Awethu Project, Innovation 
Hub, Tshimologong Precinct, Th e Box Shop, 
Riversands Innovation Hub and Jozi hub. Th ese 
hubs all serve diff erent purposes or have diff erent 
strategies ranging from mentorship, business 
development and support, offi  ce space and help 
solve market problems (Modau, 2018).

For purposes of this research, owners of high-
growth SMMEs operating from an incubation hub 
in Gauteng were considered as part of this study. 
Th e targeted participants were above the age of 
18. Th e sampled SMME should be in operation 
for a minimum of three years and with 20% profi t 
growth to ensure that the entrepreneurs who were 
interviewed fall within the defi nition of a high-
growth enterprise. A non-probability sampling 
approach was followed in the form of convenience 
sampling to obtain a sample of sixteen SMME 
owners during the month of August in 2018.

Data were collected by means of semi-structured 
interviews, guided by an interview guide that 
contained seven broad open-ended questions 
for the respondents to explain their thoughts in 
depth. Th e interview guide was formulated based 
on the issues discovered during the literature 
search, which included age of the business, 
contributing factors to business success, as 
well as other contributory factors. Interviews 
were audio recorded with a cell phone and 
supplemented through written notes, where aft er 
the researchers transcribed the data. Data were 
analysed by means of thematic content analysis, 
with results presented according to major over-
arching themes uncovered in the data collection 
process such as funding, skills and experience 
and government policy.

Ethical clearance for the study was granted by 
the College of Business and Economics at the 
University of Johannesburg. Before interviews 

were conducted, participants were briefed on 
the purposes of the study and informed that 
participation was strictly voluntary. Participants 
were further informed of their right to withdraw 
at any point during the interview. All identifying 
information was removed in order to ensure 
confi dentiality and anonymity.

LITERATURE REVIEW
Th e following literature review investigates 
the nature of entrepreneurship. Th e various 
success factors contributing to the high growth 
in SMMEs illustrate two critical accounts on 
success defi nition and key critical success factors, 
namely: skills and expertise, personal qualities, 
creativity and innovation, risk, culture, education, 
government support, access to fi nance and policy 
development.

Defi ning entrepreneurship 
Morris, Kuratko and Covin (2008:10) defi ne 
entrepreneurship as “the process of creating 
value by bringing together a unique combination 
of resources to exploit an opportunity”. Burns 
(2013) argues that the core to entrepreneurship 
is opportunity exploitation, which commonly 
involves the creation and capturing of value for 
the entrepreneur and customer. Morris, Kuratko 
and Covin’s (2011) defi nition of entrepreneurship 
agrees with the value creation component of 
Burns’ defi nition, however the authors add that 
the creation of value is achieved by means of the 
assembly of resources to exploit an opportunity 
in the marketplace. Acs, Szerb and Lloyd (2017) 
state that there are three components driving 
entrepreneurship; namely attitudes, abilities 
and aspirations. In addition, other contributory 
factors to entrepreneurial success are strategic 
market segmentation, in-depth competitor 
knowledge, as well as the capability to respond to 
customer needs and wants in an eff ective manner.

In addition, entrepreneurship contributes 
directly and indirectly to economic growth, the 
establishment of new businesses and the re-
development of existing businesses (Minniti, 
2005). Filion (2008) goes further to state that 
entrepreneurship is a fi eld of study that investigates 
the entrepreneur, other entrepreneurial actors 
and the entrepreneurial environment. At the 
centre of the process of entrepreneurship is 
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therefore the entrepreneur, who is usually an 
individual who undertakes the entrepreneurial 
process with the aim of wealth creation and 
value-add, through the development of ideas, 
assembly of resources and overseeing of internal 
operational excellence (Strydom & Adams, 
2009). As the entrepreneur is the central actor in, 
and initiator of, the entrepreneurial process, the 
growth and development of a small business is 
therefore greatly infl uenced by the entrepreneur, 
who needs to be on the lookout for new avenues 
of growth (Nieuwenhuizen & Nieman, 2019).

Defi ning small, medium and micro enterprises 
(SMMEs) 
While the Department of Trade and Industry 
(DTI) seeks a wide defi nition by inclusion 
of formally registered business and informal 
businesses, the Small Enterprise Development 
Agency defi nes an SMME as a business that 
ranges from medium sized enterprises, such as 
established traditional formal family business, 
which employ over 100 people to informal micro 
enterprises (DTI, 2008; SEDA, 2016). Th e offi  cial 
defi nition of a small enterprise as contained in 
the National Small Business Act (1996:2), which 
defi nes a small business as “a separate and distinct 
business entity, including cooperative enterprises 
and non-governmental organisations, managed 
by one owner or more, which include its branches 
or subsidiaries, if any, is predominantly carried 
on in any sector or subsector of the economy” 
and “which can be classifi ed as a micro, a very 
small, a small or a medium enterprise”. While 
the National Small Businesses Amendment Act 
(2003) provides specifi c criteria on classifying 
SMMEs, a proposal was recently tabled to amend 
the National Small Enterprises Act (2004) with 
the following new criteria as outlined in Table 1.

While the National Small Business Amendment 
Act (2003) takes into account factors such as 
number of employees, turnover and gross assets 
of the organisation, the new proposed criteria 
only take into account two proxies, namely total 
Fulltime  Equivalent of Paid Employees and 
Total Annual Turnover, as well as removal of the 
category ‘very small enterprise’. Th is change can 
be attributed to the diffi  culty in measuring gross 
assets, as well as adjusting turnover values for 
infl ationary increases since the last amendment 

of the National Small Business Amendment 
Act (2003). Th e proposed defi nition of a small 
enterprise is also updated to make reference to 
“a separate and distinct business entity, together 
with its branches or subsidiaries, if any, including 
cooperative enterprises, managed by one owner 
or more predominantly carried on in any sector 
or subsector of the economy mentioned in 
column 1 of the Schedule and classifi ed as a [very 
small] micro, a small or a medium enterprise by 
satisfying the criteria mentioned in columns 3 
and 4 [and 5] of the Schedule”, according to the 
Government Gazette No.41970 (2018:96).

Th e size of an SMME is important as it carries 
certain advantages compared to large businesses, 
such as the ability to adapt more easily to adverse 
market conditions, thereby leveraging the element 
of fl exibility (Kayanula & Quartey, 2000). SMMEs 
play not only an important role in creating 
employment, but also address income inequality 
through distribution of income, particularly in 
rural areas. Th e instrumental role SMMEs play 
in emerging economies such as South Africa 
needs to focus on gathering an understanding 
of the factors that could stimulate high growth 
(Goedhuys & Sleuwagen, 2010).

Defi ning high growth 
Growth can take several diff erent forms, 
commonly in the form of growth in revenue, but 
also in terms of asset growth and value creation 
(Kruger, 2004). Yu (2000) however advises that 
measuring growth in terms of an organisation’s 
asset base can be problematic as it oft en does 
not consider the true value of intangible assets 
such as brands, knowledge and patents. Th e 
OECD (2017) defi nes “high growth businesses 
(Gazelles) as enterprises with an average 
annualised growth greater than 20% per annum 
measured over a three-year period, and with 
ten or more employees at the beginning of the 
observation period”. Th is defi nition concurs with 
the NDP, which defi nes gazelles as businesses 
that exhibit an annual growth rate of 20% for 
four consecutive years (National Development 
Plan, 2016). Th ese two defi nitions highlight that 
the size of the business is not considered, with 
the focus placed on sustained high growth over 
a period of time. Th e creation and promotion of 
high growth businesses is vital to job creation and 
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TABLE 1. SMME DEFINITION 

Sector or sub-sector 
in accordance with 
the Standard Industry 
Classifi cation

Size or class of 
enterprise

Total full-time 
equivalent of paid 

employees

Total annual 
turnover

Agriculture
Medium 51-250 <35,0 million

Small 11-50 <17,0 million
Micro 0-10 <7,0 million

Mining and Quarrying
Medium 51-250 <210,0 million

Small 11-50 <50,0 million
Micro 0-10 <15,0 million

Manufacturing
Medium 51-250 <170,0 million

Small 11-50 <50,0 million
Micro 0-10 <10,0 million

Electricity, Gas and Water
Medium 51-250 <180,0 million

Small 11-50 <60,0 million
Micro 0-10 <10,0 million

Construction
Medium 51-250 <170,0 million

Small 11-50 <75,0 million
Micro 0-10 <10,0 million

Retail, motor trade and 
repair services

Medium 51-250 <80,0 million
Small 11-50 <25,0 million
Micro 0-10 <7,5 million

Wholesale 
Medium 51-250 <220,0 million

Small 11-50 <80,0 million
Micro 0-10 <20,0 million

Catering, Accommodation 
and other Trade

Medium 51-250 <40,0 million
Small 11-50 <15,0 million
Micro 0-10 <5,0 million

Transport, Storage and 
Communications

Medium 51-250 <140,0 million
Small 11-50 <45,0 million
Micro 0-10 <7,5 million

Finance and Business 
Services 

Medium 51-250 <85,0 million
Small 11-50 <35,0 million
Micro 0-10 <7,5 million

Community, Social and 
Personal Services

Medium 51-250 <70,0 million
Small 11-50 <22,0 million
Micro 0-10 <5,0 million

Source: Government Gazette No.41970, 2018:96).
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due to their socio-economic contribution, have 
attracted considerable attention in both research 
and with policymakers (Coad, Daunfeldt, Hölzl 
& Johansson, 2014).

Factors contributing to high growth in SMMEs 
Entrepreneurial activities oft en underpin and 
drive competitive innovation, dynamism in 
industries, as well as the growth and development 
of modern economies (Carlsson, Braunerhjelm, 
McKelvey, Olofsson, Persson & Ylinenpaa, 
2013). Entrepreneurship plays an important 
role in modern economies, both developed and 
developing, implying that SMMEs need nurturing 
and support by all relevant stakeholders, such 
as civil society, government and large business. 
However, some researchers have argued that low 
growth and failure of SMMEs can be attributed 
to the government’s strategic focus on SMMEs’ 
programmes, which, apart from other factors 
such as managerial and fi nancial shortcoming, 
are mainly focused on employment creation and 
income redistribution, rather than promoting 
internal levels of growth (Berry, Von Blottnitz, 
Cassim, Kesper, Rajaratnam & Van Seventer, 2002; 
Kalane, 2015). Th ese factors therefore create the 
need for researchers and industry to understand 
how high growth SMMEs have survived the fi rst 
three years in operation despite many challenges 
and obstacles, as well as to identify those factors 
that have contributed to their growth.

Th ere are a diverse range of success factors 
associated with SMME growth. which can be both 
personal, internal or external to an organisation, 
namely; an entrepreneur’s education and skills, 
access to fi nance, personal qualities, creativity and 
innovation, risk, culture, government support and 
policy development (Naidoo, 2016). A discussion 
of the more prominent factors follows.

Internal factors 
Internal factors are usually those factors, which are 
controllable by the entrepreneur and which aff ect 
the success and the operations of an enterprise 
(Fatoki & Garwe, 2010). When an entrepreneur 
invests in their personal development through 
formal education, practical learning, and 
acquiring relevant skills in their business this 
could have a positive impact in growing their 
business (Simpson & Docherty, 2004). Th e 

entrepreneur’s personal learning is directly linked 
to the ability of an owner to develop the necessary 
competencies and stimulate the competitiveness 
of the enterprise (Rambe, 2015). Th e key role an 
owner plays in a business is stated by Strydom 
(2012), who highlights that the owner tends to 
be the key role player in driving the business by 
applying skills, experience, expertise and aptitude 
to manage a business profi tably. McMullen and 
Shepherd (2006) further support the view that 
entrepreneurs will always fi nd creative ways of 
developing themselves through unconventional 
learning, to identify business opportunities as their 
success in business is not only infl uenced by the 
education they possess, but also by their desire to 
achieve goals, as well as prior industry experience. 
To support these owner-entrepreneurs, some 
authors suggest that traditional business schools 
should focus on equipping entrepreneurs with 
practical and useful skills and attributes (Kirby, 
2005).

In terms of the personal qualities of an 
entrepreneur, as much as education and skills 
discussed earlier are crucial for the success of any 
business, the personal attributes of an entrepreneur 
also contribute to reasons behind the growth and 
success of the business (Chavez, 2016). As the 
owner shapes the direction and trajectory of a 
business, their personal qualities are of utmost 
importance. Th is is where the entrepreneur’s 
drive and innovation play a signifi cant role 
(Walker & Brown, 2004). Herrera (2016) claims 
that there is evidence that implies that successful 
entrepreneurs are those that are innovative. 
Risk and innovation are usually connected, 
because risk is considered to increase with new 
and untested ideas, while risk also subsequently 
increases when the entrepreneur ignores the need 
to innovate (Morris, Kuratko & Covin, 2011). 
Hence, it is of importance for a country to have 
entrepreneurs who are both innovative and risk-
taking, which allows the business to be a step 
ahead of competition and develop new ways to 
produce a product or a solution and contributes 
to the longevity of a business (Drucker, 2014).

External factors 
External factors are those factors over which a 
business has little or no control. Th ese external 
factors can be both competitive in nature, as well 
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as from the external socio-political and economic 
environment (Nieuwenhuizen & Nieman, 2019).

Governments are central role players in the 
support of small businesses by providing both 
support structures and supportive policy 
frameworks (Herrington, Kew & Mwanga, 2017). 
Th e Department of Trade and Industry (2008) 
supports small businesses by means of business 
grants and other support mechanisms, in the hope 
that these businesses will positively infl uence the 
country’s economy. However, only about 3,7% 
of small business state that the department has 
helped their company (Timmis, 2017), indicating 
that greater scope for involvement exists.

Other government support initiatives that were 
developed include the provision of business 
plan templates, mentorship and business 
coaching through the Ministry of Small Business 
Development, which aims to transform dynamics 
such as the country’s employment rate because 
the sector can drive innovation and job creation 
(SEDA, 2016). Th ese support initiatives are 
aimed at improving the growth rate of SMMEs 
(Riversands Incubation Hub, 2018). However, 
traditional government policies that seek to 
encourage SMME creation and growth have 
not yielded positive outcomes over the years 
because not all SMMEs contribute to economic 
development. Th is then brings the need for other 
policies such as business operation policies to 
focus on encouraging high growth SMMEs 
(Shane, 2009). Th is however can be better 
coordinated through streamlining government 
support structures for small businesses (OECD, 
2017). Th erefore, it is not suffi  cing to merely 
promote an increased number of small businesses, 
but to encourage and support the longevity and 
sustainability of small businesses if they are to 
really contribute to the economy of a country 
(Van Praag, 2003).

In terms of fi nancial accessibility, the availability 
of external fi nancing is essential for small, 
business expansion and development (Connolly 
& Jackman, 2017). Th is subsequently allows 
SMMEs to fi nance operations and activities, 
which are crucial to survive the ever-increasing 
competitive demands (Tustin, 2003). Many small 
businesses are however forced to self-fund their 

businesses as fi nancial institutions, such as retail 
banks, view small businesses as too risky in 
nature, mainly due to a lack of collateral (Njiro, 
Mazwai & Urban, 2010). In addition, government 
support and fi nancing models available for small 
businesses are dependent on the size and the age 
of the business. Financing models and methods 
diff er from one company to another. Some small 
businesses in South Africa are self-funded; mainly 
borrowing from family and friends and even 
selling personal assets to acquire capital, however 
this is usually not suffi  cient to lead the business 
to its full potential. Some entrepreneurs access 
fi nance from external sources (Nieuwenhuizen 
& Nieman, 2019). According to Abdulsaleh and 
Worthington (2013), access to fi nances is one of 
the most important components in the creation 
and growth of an SMME, as it directly infl uences 
long-term sustainability. Similarly, Ou and 
Haynes (2006) point out that the availability of 
fi nance is key in the success and development of 
an SMME. With many businesses compounded 
by the lack of subsidies and grants, there is a 
need for more support, the provision of fi nancial 
assistance and clear communication of the various 
available fi nancing models. Th e various methods 
of funding are as follows:

Self-funding. Due to inadequate access to fi nancial 
services, many small businesses are required 
to self-fund in the form of accessing savings or 
borrowing funds from family or friends (Hussain 
& Al-Attar, 2004). Th is type of funding is one of 
the most powerful in terms of SMMEs funding as 
it reduces the risks of not being able to pay back 
the money in case the business is not doing well; 
also the owner is not contractually obligated to 
anyone (Terungwa, 2012).

Angel Investors. Angel investors are regarded as 
capitalists who see an opportunity and invest in it, 
either in terms of fi nance, skills or time, in return 
for equity (Cohen, 2013). Similarly, DeGennaro 
(2009) defi nes angel investors as an individual or 
group of people that act as venture capitalists and 
invest their funds into entrepreneurial projects. 
Th ere are organisations that specifi cally connect 
the SMMEs with the angel investors. Lately, angel 
investments have become a more feasible option 
for SMMEs seeking access to fi nancing. Th ese 
investors are involved from the beginning phase 
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of the business development by providing capital 
to help grow the business (Angel Investment 
Network, 2018).

Government grants and initiatives. Th e 
government of South Africa has recognised 
that a healthy and growing SMME sector is 
signifi cant in the country’s economic growth 
and job creation. Th is has encouraged them 
to come up with grants to support this sector 
with fi nancing. Th ey developed various grants 
in support of this (Th inkroom, 2018). Th e DTI 
has programmes whereby entrepreneurs submit 
their business plans and they help fund those 
business plans if they meet the criteria they are 
looking for. Th ere are also organisations, such as 
the Small Enterprise Finance Agency (SEFA), that 
work closely with the government to fi nd those 
small businesses that require funding to ensure 
that the business is established (SEFA, 2017). 
Government also off ers a range of grants to small 
businesses based on the business requirements, as 
well as Incubation Support Programmes, which 
aims to help develop incubators into successful 
enterprises (Incentives SA, 2018).

Financial Institutions. Banks are the main 
contributors to the fi nancing of small businesses, 
(Torre, Martinez & Schmukler, 2010) as they 
fi nance more SMMEs than any other business, as 
they play a critical role in the overall development 
of the country and are considered the major 
source of long term funding for entrepreneurs 
(Agarwal, 2016). Th e uniqueness of small 
business poses a risk that fi nancial institutions 
fi nd it diffi  cult to evaluate. Th ere are several 
factors that contribute to this challenge faced 
by SMMEs such as: fi nancial management 
structures not in place, fi rst generation of owners 
perceived to be risky, as well as owners that lack 
a diversifi ed portfolio (Ang, 1991). Th e fi nancial 
institutions use the same criteria for funding 
used in large corporates, which disadvantage the 
SMMEs, which then leads to banks evaluating the 
entrepreneur’s credit worthiness and collateral 

(Pretorius & Shaw, 2004). Th is has, over time, 
negatively aff ected the establishment and growth 
of SMMEs as many were unable to obtain funding 
due to the exclusionary nature of these criteria.

FINDINGS 
Th e interview sought out to understand and 
identify the success factors that contribute to 
the high growth of SMMEs in Gauteng. Th e 
target was twenty interviews to identify trends 
and patterns from the respondents, however, 
due to accessibility reasons a fi nal total of 
sixteen interviews were conducted. Face-to-face 
interviews were conducted over four days at 
various incubation hubs in Gauteng during the 
month of August 2018. Interviews were conducted 
with SMME owners who were present at the 
incubation hub and available for interviewing on 
the day of the visits to the incubation hub. Th e 
interviews were guided by an interview schedule, 
with demographic variables being obtained fi rst, 
followed by a discussion on the seven critical 
areas identifi ed in literature. As the focus of the 
study was on the SMME itself, no demographic 
data on the owners was collected, but rather on 
SMMEs themselves. Aft er transcription of the 
results, data were analysed by means of thematic 
content analysis and fi ndings presented according 
to major over-arching themes.

Table 2 is constructed based on the National 
Small Business Amendment Act (2003) criteria. 
SMMEs were classifi ed based solely on annual 
turnover, as it was found that the sampled 
SMMEs could fi t into diff erent classifi cations due 
to confl icting turnover and employee numbers. 
For example, one sampled SMME with an annual 
turnover of R30 million had only ten full-time 
employees. Th e age of the businesses diff ered 
signifi cantly, with the one medium enterprise 
having been in business for six years, whilst the 
four small businesses ranged from three to nine 
years of operation. Th e very small businesses were 
within the range of one to eleven years and the 
micro businesses were in operation for between 

TABLE 2 DEMOGRAPHIC VARIABLES OF SAMPLED SMMES

Size of business Medium Small Very Small Micro
Number of SMMEs 1 4 6 5
Number of employees 4-10 1-7 1-5 1-5
Years in operation 6 3-9 1-11 0.6-4
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six months to four years. In terms of revenue, 
the medium enterprise had a turnover of R30 
million, four small enterprises had a turnover 
ranging from R750 000- R3 million, the very 
small businesses had a turnover ranging from 
R200 000 to R500 000 and the fi ve micro business 
respondents had an annual turnover of between 
R20 000 to R150 000.

Skills and experience 
Th ere are various skills SMME owners must have 
to grow their businesses, with one participant 
stating that “fi nancial management is very 
important for every business to move and grow”. A 
similar sentiment was uncovered in the majority 
of interviews, with fi nancial management being 
stated as a key skill for sustained success. Th is 
fi nding is in-line with other studies, such as 
Chavez (2016). One respondent stated that 
business is very cyclical, stressing the importance 
of good fi nancial management in leaner months. 
A further key skill that most participants referred 
to was customer service. Th is was stated as one 
of the reasons that many SMMEs were still in 
business. Customers who were satisfi ed with the 
service had referred many other potential clients 
to the business. One participant stated that “our 
fi rst client, until today is the one who has brought 
us many customers”. In addition to customer 
service, market knowledge was uncovered as a key 
skill that allows any business to be able to position 
their brand and business in a manner that gives 
it a competitive advantage above its competitors. 
“Th is is something you learn at school but get to 
practice in business”, said one participant who is 
involved in a highly competitive industry but still 
able to grow exceptionally regardless of challenges. 
Both business experience and education were 
identifi ed as contributing factors to high growth 
in SMMEs. Six of the participants stated that they 
worked in the same industry before deciding to 
venture into their own business. Th is advantage 
has helped them in knowing the market, with 
one participant stating “I worked on my client 
base whilst still working in my previous job”. 
Th is contributed to his success, especially in the 
beginning of business establishment.

Funding 
Most participants indicated succeeding due to 
access to suffi  cient funding or capital, which 

mirrors the views of Tustin (2003). Th e majority of 
participants struggled with access to fi nance and 
indicated not having the requisite skills to manage 
these funds, thereby indicating that growth is 
dependent on this factor. When questioned about 
why participants did not approach traditional 
banking institutions, most participants were of 
the view that banks have many requirements 
before they can off er a loan, and many of these 
SMMEs did not meet the minimum requirements, 
for instance in terms of required collateral. Most 
of the participants indicated knowing that the 
South African government has created various 
methods to help SMMEs grow. One of the 
participants said their biggest support structure 
fi nancially was the government. Th is participant 
indicated having received grants and loans from 
the government, which contributed greatly to 
their success as other private institutions were not 
able to provide support. “SEFA has been a great 
help to our business, we accessed a substantial 
amount for a project from them last year” stated 
one of the participants, who had benefi ted from 
government loans accessed through SEFA. 
However, even though this support is available 
from the government, eight of the participants 
claimed that the process to apply for government 
support was very lengthy and required too much 
documentation, hence most merely rely on their 
own capital. Self-funding was the most prominent 
form of funding that the participants stated 
used to start their businesses. Th irteen owners 
mentioned that they had to use their own money 
to fund their business due to the above-mentioned 
challenges experienced with fi nancial institutions 
and government. One of the participants stated 
that “To this day, my business runs on my own 
money, I have not borrowed any money yet”.

Government policy 
Another key role which the government plays 
in the South African economy is to encourage 
growth of SMMEs through its policies. Th e 
Enterprise Supplier Development policy created 
by the government encourages large corporates 
to collaborate with SMMEs, which has worked 
well for seven of the participants, one of the 
participants stating “we have partnered with 
Phillips as the small business, they are responsible 
to infl uence and contribute to its growth, this 
helps us get clients and gives us credibility”. Th e 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

419

black business supplier development program 
is another policy that SMMEs can benefi t 
from, as stated by several participants, which 
also persuades large corporates to collaborate 
with black-owned SMMEs. “We benefi t greatly 
because of the Agriculture Policy Framework, 
which enhances the participation of SMMEs in 
the agro-processing industry” stated one of the 
participants. Th e above fi ndings indicate that the 
government’s role in facilitating business is key to 
enhance the entrance of SMMEs in key industry 
and contributing to their growth, as stated by 
Shane (2009).

Social Networks and Strategic Alliances 
Th e interviews also highlighted the importance of 
social networks and strategic alliances, which many 
of the SMME owners are part of at the incubation 
hub and many of the successful SMMEs are still in 
business due to deals identifi ed through networks 
and partnerships. One of the participants 
stated that their business got an opportunity to 
collaborate with a large, well-known corporate 
which has helped them gain credibility and access 
to a larger base of clientele through this social 
network. Social networks, which were mentioned 
included expos, conferences and events which 
the incubation hub helps to arrange as required. 
Networks provide the platform to share business 
insights, challenges and the ways to adopt and be 
sustainable (Chimucheka, 2015). All participants 
indicated being members of some form of social 
network arranged by the incubation hubs.

RECOMMENDATIONS, VALUE AND 
CONCLUSION 
Th e purpose of this study was to uncover factors 
contributing to the high growth of SMMEs in 
Gauteng, South Africa. To achieve this objective, 
semi-structured interviews were conducted with 
SMME owners located within an incubation 
hub. Following the fi ndings of this study, 
several recommendations can be drawn. Firstly, 
government should work together with fi nancial 
institutions to fi nd ways to accommodate new 
businesses by trying to make funding criteria 
more fl exible for SMMEs, such as the need for 
collateral, as this has been known to frustrate 
and discourage individuals considering starting a 
business. Due to the South African government 
known to have complex legislation and 

compliance, SMMEs should source an expert to 
advise on legislation, or be provided with access 
to such an expert. Th e legal environment should 
also support SMMEs to compete and grow, 
mainly by means of lessening the administrative 
burden on SMMEs. Traditional business schools 
can also be leveraged to include practical 
entrepreneurship skills which can equip potential 
entrepreneurs and give them a competitive 
advantage when starting their businesses. In 
terms of managerial implications, it is of outmost 
importance for business owners to form alliances 
or belong to a network. Th ese enables them to 
share skills and expertise on ways to grow and 
sustain their businesses. Th ese initiatives help 
encourage confi dence in the owners and give the 
businesses credibility. SMMEs can also consider 
diff erent options within strategic alliances, such 
as bartering to encourage doing business within 
networks.

Th e value of the study lies in the discovery of 
factors contributing to high growth of SMMEs 
from the perspective of South African SMME 
owners who have had exposure to growth-
related interventions, through participation in an 
incubation hub. Th e study therefore contributes 
to the body of knowledge by providing tangible 
recommendations to spur growth in the SMME 
sector, thereby aiming to increasing the small 
number of high-growth SMMEs.

In conclusion, it is evident that there is a signifi cant 
role within South Africa’s economy that SMMEs 
can contribute positively to. Without the right 
skills, such as managerial and industry skills, 
many SMMEs will struggle to grow, therefore it 
is crucial for any SMME owner to ensure that 
they are equipped with a talented workforce. Th e 
workforce should have the requisite key skills as 
identifi ed in this study in order to increase the 
likelihood of success of their business. Th ere 
is therefore a need for the government and the 
private sector to continue supporting SMMEs to 
grow. It is also the responsibility of the SMME to 
position themselves strategically and understand 
what support is available, how to grow and be 
sustainable. A country that invests in its SMME 
sector not only improves its growth but also 
positions itself to compete more innovatively on 
a global scale.
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ABSTRACT 
University-business cooperation (UBC), together 
with the triple helix principle, is said to improve 
lifelong learning, research, and the third stream 
of income for universities. Th e paper examines 
the changing dynamics of higher education 
institutions from entrepreneurial and social 
theory perspectives, thus also measuring these 
dynamics against the benefi ts and the neoliberal 
threat. Th e two extreme bodies of thought are 
objectively examined by rethinking the university 
mission, based on the global trend of a new type 
of knowledge management (KM). An explorative, 
inductive and qualitative research design was 
used, examining three propositions related to 
intrapreneurship, the UBC progress, and the 
ultimate cooperative approach to obtain a deeper 
understanding of the phenomenon. Th e results 
are presented in two parts, namely: (A) UBC 
concepts and bodies of thought and (B) practical 
cases of UBC developments. Ultimately, the results 
addressed the problem, indicating that academic 
entrepreneurship has become a social good in 
support (in search) of an integrative-cooperative 
approach to change rivalry into synergy.

Key words: entrepreneurial universities; higher 
education models; university-business cooper-
ation; student employability 

INTRODUCTION 
Th e paper explores generic intrapreneurship as 
a social good for academic faculties to change 
the rivalry against to synergy for entrepreneurial 
universities. Academic capitalism is part of the 
new demands of university leadership in the 
context of higher education (HE) institutions 
as fi nancially burdened establishments. Th e 
lack of any fi nancial support for the recent 
medical breakthrough by Professor Mashudu 
Tsifularo from the University of Pretoria serves 

as a good example. Ironically, Van den Heever 
(2019:10–11) recently reported on the Principal 
of the University of Pretoria, Professor Kupe’s 
vision for academic entrepreneurship that will 
defi ne his tenure. Yet, despite Tsifularo’s type of 
entrepreneurship being intimately related to his 
leadership style, Kupe provided no support in 
this case although he believes Africa needs more 
than traditional academic education. Clearly, the 
intellectual imperative will remain; however, it 
cannot rely on government funding and fees.

Th e academic intrapreneurial strategy is still 
not widely supported and therefore in need of 
clarifi cation. Th e general concerns pertain to 
placing academic standards and conventional 
traditions at risk. Th e arguments against the 
entrepreneurial university seem to be grounded 
on the premise that an entrepreneurial-profi t 
approach by public universities is predominantly a 
negative risk, making a mockery of HE. However, 
disquieting turmoil at universities has mounted 
across the world, threatening the conventional 
steady state. Still, university faculty (especially 
those from public HE) are largely ignorant of the 
fi nancial realities of their universities because 
they have been paternalistically protected from 
the challenges faced by universities. Furthermore, 
academic faculty promoted to management 
are usually neither ready for the job, nor are 
they inclined to initiate innovative changes to 
strengthen the university. Ultimately, ignorant 
faculty with this escalating resistance to change 
pose a hazardous risk for universities, emphasising 
the need for this paper.

Additional streams of income may lie outside the 
normal range of university activities; however, 
some of these research-related ventures are 
consistent with traditional university values. 
Some opportunities may entail a bigger challenge, 
such as an overemphasis on applied research and 
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new business ventures that stretch the mission 
of the university to new extremes. Although 
the challenge to align universities for business 
will continue to exist, leading entrepreneurial 
universities utilise favourable profi t-sharing 
models, benefi tting academia and others. It is thus 
vital that the entrepreneurial university, based on 
models such as the Anglo-American HE model, 
be explored and understood.

PROBLEM INVESTIGATED 
While it appears as if the debate regarding 
academic entrepreneurship is over, the existing 
reality of rivalry and bodies of thought against it 
cannot be ignored. In an age of supercomplexity, 
many academics fear a university ethos in which 
neoliberalism viciously invades quality HE in 
terms of a hostile corporate takeover. Whereas 
Barnett (2015) addresses the re-thinking of the 
university and warns against the entrepreneurial 
movement, others believe in an entrepreneurial 
university, valorised by a compounded and 
reciprocal Matthew-eff ect. All things considered, 
economic world trends, such as the eminent 
fourth industrial revolution (FIR), will pose 
signifi cant challenges for the sustainability of HE.

Th e inherent tradition and historical organisational 
designs of universities are not aligned to be a 
formally engaged business and profi t-oriented 
institution. Th e third mission of universities may 
have been related to engagement, but it has never 
been core business. Each university has its own 
history and falls in one of the categories of various 
complex confi gurations. Th is may vary between 
the non-entrepreneurial public institution 
receiving donations (and subsidy), and the purely 
business-oriented private institution generating 
several streams of income.

A sound worldview from the humanities and 
social sciences relates to the protection of the 
social good of education, believing that an 
entrepreneurial university should not fully adopt 
values and methods of the commercial world. 
Intrapreneurship (which is fundamental to 
entrepreneurship) is widely accepted as a social 
good that implies a balance. Th is will disallow 
the extreme scenario of universities becoming 
an operations assembly line for the creation of 
new businesses to preserve their rich tradition, 

expertise, and culture developed over centuries. 
Moreover, according to this worldview, both the 
entrepreneurial university and the conventional 
university ought to be naturally attracted to big, 
complex societal problems, involving the entire 
community in seeking solutions. Partnerships 
between academic entrepreneurs and outside 
stakeholders can produce remarkable results in 
this regard. In many cases, curricula developed 
and taught by such teams have proven to be far 
superior. 

Th e complexity of the South African scenario 
(Higgens, 2013) shows how HE is currently 
falling behind in all its missions, grappling 
with unsuccessful mergers, promotion of black 
academia, issues related to accredited journals, 
university ethos, fees (National Funding 
Formula), subsidy formulas, black empowerment, 
equity, and language policy. In some cases, BEE 
(black economic empowerment) has become 
the dominant agenda for the sake of radical 
transformation. In this context, Soudien (2014) 
correctly refers to the phenomenon of becoming 
an entrepreneurial university in South Africa as 
progressivism. Also, instead of acknowledging 
private higher education institutions (PHEIs) 
as additional available academic capacity, the 
government disregards them. Th e complexity of 
the South African scenario is further underlined 
by Barnard (2016) reporting on controversial 
aspects in terms of racial transformation and 
equity issues.

Th e global perspective of a new type of knowledge 
management (KM) may question the luxury 
of free education and a community service, or 
‘civic entrepreneurship’ mission, in terms of free 
contributions of time and eff ort to projects for 
the greater good of society without any fi nancial 
incentive. In terms of austerity measures and 
the global economy, most universities may 
revitalise their missions to provide greater social, 
economic, and business benefi ts. Th e potential 
trade-off s, due to the risk of compromising the 
core business of education and research, must be 
managed in the context of social responsibility, 
while adapting to the global trend of industry 
engagement. Th e university that will survive in 
an age of supercomplexity will need foresight and 
have to be comprehensive.
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Interviews with two experts revealed extreme 
bodies of thought in terms of academic 
entrepreneurship. Van Niekerk (2016) (personal 
communication, June 7, 2016) refl ected on the 
changing nature of the university during times 
of supercomplexity. A thematic analysis of 
the discussion revealed her strong plea for an 
appropriate sense of slowness and a focus on 
the academic core to enable the institution to 
function more refl ectively and appropriately. She 
questions the prevalent market ethos of university 
education worldwide, currently dominated by 
a discourse of a fi xed market-like corporatism, 
where knowledge is commodifi ed, and the 
university is seen as a profi table business. She 
argues that a dominant market mode of thinking 
is not conducive to the optimal role universities 
must fulfi l and that the business model adopted 
by universities is not conducive to innovative 
research and the creation of new knowledge. Her 
humane values of compassion, human dignity 
and social justice are against the reductionist 
commodifi cation and profi tability of knowledge 
favoured by market fundamentalism. She is 
concerned about a predominant consumerist 
value system and the neglect of teaching tasks 
in favour of quantifi able (incentivised) outputs. 
By the same token, she is against the notions of 
‘publish or perish’ and ‘fast tracking’ promotions. 
She believes that quality education must have an 
ethos of tolerance, fostering the common good in 
society.

Regarding the changing nature of both the public 
and private university, Louw’s (2017) (personal 
communication, May 17, 2016) body of thought 
concerns the other extreme, including research 
on the triple helix concept (and quadrat-helix). 
From the discussion it became clear that he 
supports additional dimensions to the triple 
helix in terms of a much broader view of UBC. 
University engagement is viewed to become 
even more dynamic by engaging with more 
stakeholders, students, government, and industry. 
Louw acknowledges the increased complexities of 
the HE landscape which requires universities to 
adapt to (rather than move against) the dynamic 
global environment, without compromising 
old values. He is of the opinion that the 
conservative slowness of developing countries 
and conventional universities does not suffi  ce for 

PHEIs because they do not receive government 
support (subsidies). Th is interview led to the 
researcher’s broader investigation from basic 
UBC to triple helix (adding government) and a 
conceptual quadruple helix model (including 
more stakeholders) of innovation for industry 
4.0. Th is conceptual model indicates that the 
entrepreneurial university is at the core of all 
these models.

Questions surrounding a new type of knowledge 
management (KM) in terms of UBC underline 
the problem. Supercomplexity may either be 
an excuse for change or for the comfort of 
complacency, since the traditional undisturbed 
slowness can never be the only strategy to sustain 
excellence in teaching and research. Th is body 
of thought makes academia unprepared while 
they disregard their scholarly entrepreneurial 
potential to the benefi t of faculty and society. 
Th e problem may therefore merely be in terms of 
change and transition. It is understandable that 
many universities do not have the know-how 
to do business. A conservative intrapreneurial 
approach may be the vantage point, but the 
search for an acceptable integrative-cooperative 
approach for faculty to use its full potential 
(change rivalry to synergy) remains imperative.

RESEARCH OBJECTIVES 
In terms of the introduction and the background 
to the problem, the three primary propositions to 
be explored are:

• Proposition 1: Principles and advantages of 
intrapreneurship as a social good justifi es 
academic entrepreneurship in an age of 
supercomplexity. 

• Proposition 2: Academic capitalism based on 
the Anglo-American HE model (or similar 
models) needs to be explored in order to 
be understood in terms of international 
developments and progression of UBC.

• Proposition 3: A holistic solution (model) 
is ideal in terms of social advantages, the 
establishment of ecosystems, an integrative 
approach towards academia, and the 
cooperative faculty.

Th e primary objective was to address the 
research problem by a better understanding of 
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the phenomenon through inductive exploration. 
Th e exploration of the concept implied the 
examination of theoretical concepts and practical 
cases. Th e primary research objective is to 
substantiate the three propositions stated above.

RESEARCH METHODOLOGY 
A qualitative research design was applied in 
terms of inductive research to address the 
three propositions. Th is approach is associated 
with emic dimensions such as particularity, 
normativity, constructiveness, and authenticity 
(Plowright, 2011). Th e method of enquiry was 
based on a systematic collection of narrative 
data in terms of types of (A) secondary data of 
UBC concepts and (B) practical UBC examples 
and cases. Saunders, Lewis and Th ornhill (2012: 
307) classify multiple types of secondary data 
into three categories, namely documentary, 
survey, and multiple source publications such 
as literature, longitudinal text, published works, 
published websites, and conference proceedings 
available in the public domain.

Th e second part of the explorative study was 
based on practical examples of UBC progression 
and personal observation during university 
and institutional visits. Th is implied real-
world observation and experiences of artefacts. 
Personal visits were based on a convenience 
sample of reputable entrepreneurial institutions, 
namely Strathclyde University (Glasgow), Leuven 
University (Belgium), Amsterdam University 
(the Netherlands), Twente University (the 
Netherlands), Technische Universität München 
(Germany), Aalto University (Finland), and the 
University of South Carolina (USC). Th e visits 
also included physical conditions, laboratories 
and knowledge parks in close vicinity.

Th e limitations of the study are found in its 
subjective explorative nature and the limitations 
to generalise.

RESULTS 
Th e results of the exploratory processes are 
presented in two broad categories: (A) UBC 
concepts and (B) Practical UBC cases and 
developments.

UBC concepts 

Th is section elaborates on UBC concepts 
such as the triple helix of interaction between 
university, industry, and government. It relates to 
intrapreneurship, entrepreneurship, and business 
in the HE context.

Th e intrapreneurship ecology 
Dovey and Rembach (2015) acknowledge 
innovative outcomes due to intrapreneurship 
within the academy. Da Silva Souza and 
Takahashi (2017) motivate the development 
of intrapreneurship in a public university. Th e 
authors report on the many institutional, political 
and socio-cultural challenges, but also identify 
motives for intrapreneurship in three categories, 
namely norm-based, aff ective, and rational. 
Th ey indicate the rewards, other than the 
fi nancial motive, as recognition and professional 
aspirations. Furthermore, Douglas and 
Fitzsimmons (2013) note that intrapreneurship 
and entrepreneurship have diff erent intentions 
and distinct behaviours that diff er in terms of 
their salient outcomes. Intrapreneurs (in any 
organisation) are usually highly self-motivated, 
proactive, and action-oriented people who are 
comfortable with taking initiative, even within 
the boundaries of an academic organisation. 
Intrapreneurship  is a style of management 
characterised by fl exibility, innovation, and risk-
taking in a secure  and  stable  fi rm. Th e fruits of 
success primarily default to the organisation, 
rather than to the intrapreneur; however, the 
intrapreneur benefi ts from the comfort of 
knowing that failure will not have a high personal 
cost. Th is mind-shift  is fundamental for the 
development and transformation of universities 
into commercially engaged institutions.

It may not be necessary to look outside the 
organisation to fi nd radical innovation and 
dimensions for the intrapreneurship ecology, 
as strategies for organisational development 
include intrapreneurship. Th e complex workings 
of organisational dynamics were underlined 
by Kafi le’s (2018) study which discovered the 
multiple factors that motivate employees to 
perform entrepreneurially. Th e author examined 
antecedents and consequences of intrapreneurial 
activities to create a framework for corporate 
entrepreneurship. Th e study has the potential to 
bring academic institutions and the industry into 
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closer alignment (Kafi le, 2018:188).

Hecker (2017) argues that in-house 
entrepreneurship, such as non-technological 
innovations, is not always due to formal 
institutionalised research and development 
(R&D) projects but is the result of entrepreneurial 
employee behaviour that breaks with customary 
business practice. It is therefore important to 
understand and value organisational innovations 
as a form of intrapreneurship, because the 
mainspring of these innovations resides in the 
initiatives of entrepreneurially inclined employees. 
It is therefore crucial to have a model to identify 
the antecedents to a fertile organisational ecology 
toward sowing and steering this important type 
of innovation.

Th e risk of neoliberalism 
Th e bodies of thought against academic 
entrepreneurship must also be noted. Dovey 
and Rembach (2015) perceive intrapreneurship 
within the academic environment as threatening 
to disrupt the traditional operational models. Th is 
is in line with the views of Soudien (2014), Barnett 
(2015), and Van Niekerk (2016). In support of the 
works of Giroux (2014), Beckman and Cooper 
(2013) warn against neoliberalism in higher 
education. While these authors are concerned 
about the consumerist worldview and the neglect 
of education, Van Niekerk (2016:43) is against the 
notion of commodifi cation of education.

Th e threats and dangers of entrepreneurial 
universities must not be seen as a war against HE 
but rather identifi ed and managed as a potential 
risk. Th e same risk management approach must 
be followed for those universities which choose 
not to be entrepreneurial. Th e arguments for 
entrepreneurial universities in terms of UBC have 
a bearing on economic realities and the eminent 
industrial revolution. It can also be viewed as a 
natural evolution of higher education institutions 
(HEIs).

Th e development of entrepreneurial HEIs is 
indicative of the Anglo-American model (Sam 
and Van der Sijde, 2014) in terms of fostering 
an entrepreneurial culture, the entrepreneurial 
university scorecard, and fostering innovation and 
co-production between universities and industry. 

Th is modern trend seems to be following the top 
universities in the world, such as MIT, Stanford, 
and the University College of London, adopting 
this new kind of knowledge management (KM). 
From this perspective, the arguments against the 
entrepreneurial university may not withstand 
the overwhelming global progress made and the 
advantages gained.

Academic entrepreneurship is a social good 
Th e most conservative view of intrapreneurship 
can benefi t and strengthen academia. All 
stakeholders (from all faculties) need to be part 
of the process of developing an entrepreneurial 
mind-set for universities. In their study among 
PhD students, Bienkowska, Klofsten and 
Rasmussen (2016) emphasise the maturity of 
entrepreneurship universities as a concept in 
terms of bottom-up and top-down support of a 
paradigm change where universities move from 
individual curiosity-based excellence towards 
socially-shared knowledge-based excellence. 
Hence, a variety of entrepreneurial activities 
become part of the academic role. De Silva (2016: 
2171) provides typical categories for academic 
entrepreneurial engagement in terms of teaching-
related entrepreneurship (such as short learning 
programmes, external teaching, and seminars), 
research-related entrepreneurship (including 
joint research projects for industry, contract 
research, and research-based consultancy), and 
company creation (for instance formation of own 
companies, formation of spin-off  companies, 
joint ventures with the university and industry, 
establishing university incubators and science 
parks). To create these ecosystems, countries 
such as the UK off er an on-going Entrepreneurial 
University Leadership Programme, while the 
Chalmers University of Technology in Sweden 
linked their MSc programme in entrepreneurship 
with UBC. To add, the Swedish higher education 
institution (HEI) Autonomy Inquiry uses 
a Guiding Framework for Entrepreneurial 
Universities.

Entrepreneurship is therefore not excluded in 
any HE model. A review of the taxonomy of 
the three European higher education models, 
namely the Humboldtian, Napoleonic, and 
Anglo-Saxon models, and the emergence of the 
Anglo-American model of higher education 
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provides important perspectives (Sam and 
Van der Sijde, 2014). Th e Humboldtian model, 
relating to research-based learning and research, 
becomes a central area of study with academic 
freedom in modern HE. Th e Napoleonic model 
focuses on high-level vocational and technical 
training, crucial in preparing students for the 
rapidly changing professional labor markets. Th is 
model has a centralised system of governance. 
Th e Anglo-Saxon model focuses on personality 
development through liberal education. Soft  skills 
are emphasised in modern HE to enable students 
to act fl exibly and intelligently in a changing 
and challenging environment characterised by 
professionalism, institutional autonomy, or self-
governance.

Th e Anglo-American model encompasses all the 
basic features of the European models. Research, 
technical training and professionalism are being 
incorporated in contemporary HE worldwide, 
but the model supports a decentralised system 
of governance. It supports entrepreneurialism 
of HEIs as critical for the competitive academic 
market place. Th e model has become the 
dominant system in the world as a whole in 
terms of massifi cation, governance, programme 
structure, and independent funding.

Intellectual property leadership 
Too many IPs (such as masters and doctoral 
dissertations) are not commercialised or taken for 
further development. One of the missions of HE is 
knowledge production through research. It is very 
close to core business, but the commercialisation 
of this intellectual property (IP) needs serious 
attention. One feature of the digitised industrial 
revolution is to make better use of all data (the big 
data concept) including old data. Th is is neglected 
being an unnecessary opportunity cost that may 
fi t a stronger drive for intrapreneurship. Certain 
South African universities register more patents 
than the Council for Scientifi c and Industrial 
Research (CSIR). A plea for conservative slowness 
in education counteracts university patents and 
may lead to a dormant and isolated mode of 
dealing with IP, an important UBC concept and 
practice.

We are living in an era of the intangible 
economy, where the most important assets are 

intangible. Naidu-Hoff meester (2015) refers 
to IP as an intangible asset that is owned and 
legally protected. Universities produce IP at a 
constant rate, and IP management has assumed 
an increasingly critical position in global 
economics. From this perspective, universities 
must adapt to the new intangible economy and 
the myriad of benefi ts it off ers in order to remain 
competitive and to survive internationally. If this 
mission is performed well, institutions may fi nd 
UBC engagement much easier and proper KM 
and knowledge transfer can grow beyond the 
conventional.

However, IP leadership in terms of expert guidance 
on strategies for technology transfer professionals 
to enhance the commercialisation process is 
crucial (www.technologytransfertactics.com). Th e 
innovation institute (www.innovation-institute.
eu), for instance, assists with IP management 
and knowledge transfer, while Holzmuller and 
Rossman (2016) represented the Technische 
Universiteit (TU), Dortmund, in partnership 
with industry to market new inventions through 
virtual reality (www.marketing.tudo.de).

Agility and foresight for the Fourth Industrial 
Revolution (Industry 4.0) 
Nobody can deny the value of foresight in a 
complex dynamic world. Currently, society is 
confronted with the hype of the Fourth Industrial 
Revolution (FIR) in many ways. Th e magnitude 
of the next industrial revolution is a huge reality; 
however, it needs to be seen for what it really is 
in terms of its progress, sub-revolutions, social 
dangers, and unique cyber-physical systems 
(algorithms). Th e smart telematics, machine-
to-machine (M2M) technology, and connected 
devices through computer-based systems seem 
to be disruptive. Th e notion that disruption 
is by default an inherent FIR value may be 
questioned, but universities will be compelled to 
adapt to thrive in a time of endless innovation. 
An agile business in the digital age is not the 
only option for innovation improvement but 
academic entrepreneurship may regard this as an 
opportunity for a transformation journey. Th is 
exploration may see UBC (and the triple helix 
practice) as a sub-revolution of the FIR.

Graduates must be employable and ready for the 
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demands of modern society. Clearly the naïve 
plea for slowness (the opposite of agility) in HE 
will not suffi  ce in the fast-changing world of 
invention, agility and nimbleness in which a large 
percentage of design solutions originate from 
universities. Addison (2005), Dearlove (2007), 
Chang (2008: 43–46, 63) and Smith (2010: 3–4, 
16) emphasise the power of innovation in various 
terms, while Schwab (2016) states the importance 
of an integrated and comprehensive response to 
the FIR for academia, civil society, and the entire 
global polity.

Th e power of innovation is within reach of all 
organisations but particularly ideal for academia, 
being at the quantum level of the intellectual 
spectrum. A general observation of artefacts 
displays several technological possibilities, such 
as new inventions in the fi elds of teaching and 
learning, autonomous vehicles, nanotechnology, 
biotechnology, energy storage, quantum 
computing, robotics, and many others.

Applebee’s and Mobil are testament to the power 
of innovation during the Great Depression, when 
hundreds of innovators founded companies 
that would later go on to become world-class 
international corporations (Meyer, 2010). Lo 
Presti (2015) presents cases of microelectronics 
for the high technology evolution to support 
FIR. Regarding academia, the University of 
Adelaide promotes innovation by means of 
its entrepreneurship, commercialisation and 
innovation centre (ECIC) (www.adelaide.edu.
au/), while the University of Saxion in the 
Netherlands also focuses on innovation and 
entrepreneurship (www.saxion.edu).

Experienced futurists are central to risk 
management. Th e specifi c management of 
technology-focused entrepreneurship and 
innovation for UBC is addressed by Van der Duin 
(2016). His work as leading professor in foresight 
and innovation management at Delft  University 
of Technology also involves futures research at the 
Fontys University of Applied Sciences (Academy 
for Creative Industries) with publications in 
the journals Futures, Foresight, Technological 
Forecasting and Social Change and Journal of 
Futures Studies.

Th e separation and diff erentiation of the university 
is good business practice regardless of the FIR 
movement, but the risk of isolating the institution 
must be managed through regular engagement 
with society. Meerman (2016) takes a closer look 
at Europe’s entrepreneurial ecosystem in terms of 
knowledge alliances. Th e author elaborates on the 
improvement of the entrepreneurial ecosystem 
acknowledged by the European Commission. 
Th e initiatives are designed to support UBC 
and to bridge the gaps between education and 
industry. Th e Amsterdam Science Park is part of 
this technology transfer ecosystem in terms of 
entrepreneurial activities and the dynamics of the 
typical science park concept.

Th e European Commission’s Strategic Policy 
Forum on Digital Entrepreneurship stresses the 
need to ‘up-skill and re-employ’ the workforce in 
order to close the skills gap caused by technological 
innovation and the rise of digital tools used in 
the workplace. Th e FIR requires the upgrading 
of skills and the need for a coherent approach to 
staff  training appears very urgent (Hacer Tercanli 
& Meerman, 2018).

Academic entrepreneurs is better academia 
Th e rise of predatory journals in the supply chain 
of credible research outputs is a huge global risk 
for academia. Th e debate over the importance 
of research outputs as knowledge production 
(enriching bodies of knowledge being taught) may 
be over, but the concern of quality and credibility 
will continue. To manage the risk of mediocre 
research in the current ‘publish-or-perish’ mode 
is to improve the quality of academia in terms of 
their exposure.

Van Looy, Ranga, Callaert, Debackere and 
Zimmerman (2004) report on a study indicating 
how scientifi c performance and entrepreneurial 
activity among academia promote research 
outputs. Th e exposure to more creative 
opportunities complements the areas of research 
and outputs. Van Looy et al. (2004: 438–439) 
state that as resources increase, this interaction 
becomes more signifi cant, pointing towards a 
Matthew-eff ect. Th eir research concludes that 
division members publish more than their faculty 
colleagues. Th e Matthew-eff ect not only applies to 
the number of publications, but also to the nature 
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and variety, described as diff erential publication 
rates. Although this may not be generalised, the 
logic of engaged academia predicts more exposure 
to publishable research opportunities.

Th e perceived confl ict between academic 
entrepreneurship and traditional academic duties 
was investigated by De Silva (2016). Good reasons 
exist for these confl icts, especially in resource-
constrained environments. Th e challenge of 
balancing traditional duties with entrepreneurial 
endeavours is signifi cant, due to schedule 
commitments. De Silva (2016: 2171) notes that 
multiple engagements can result in academics 
not performing either task well. However, the 
author also elaborates on the positive infl uences, 
highlighting the positive correlation between the 
extent of academic entrepreneurial engagement 
and the number of research publications. It is also 
indicated that academic experience in interacting 
with business contributes to producing graduates 
suitable for industry. In fact, the author states 
that it is signifi cantly more diffi  cult to achieve 
excellence in teaching and research without 
academic entrepreneurship. Previous studies also 
confi rmed that “star” scientists engage in more 
entrepreneurial activities than others, indicating 
that academic entrepreneurs are greater teachers 
and researchers (De Silva, 2016: 2180). Valid 
excuses and challenges, for example resource 
constraints, must be managed by several means, 
including a collective strategy of university 
managers to encourage the variations of UBC to 
overcome such barriers.

Th e faculty cooperative model 
In an attempt to bring more entrepreneurial 
movement into the typical conservative public 
university (eg. in South Africa) a faculty 
cooperative model is suggested. Implementation 
could commence gradually, but transparency 
and objective must be clear. An integrative 
and cooperative approach may be the solution 
for accommodating all extremes of academic 
entrepreneurship. UBC (and other models) 
should not only be for a selected few. Th is 
integrative view on HE and UBC regarding 
academic entrepreneurship is supported by Pavlin, 
Kesting and Baaken (2016). Many academic 
entrepreneurship studies depict exclusivity in 
terms of smart and advanced knowledge transfer 

by a few independent intellectuals specialising 
in innovation commercialisation activities. 
Although this model has fi nancial benefi ts, the 
success isolates these intellectuals from faculty 
when they create successful spin-off  companies 
or formalise technology licencing agreements. 
Th erefore, to share and grow the benefi ts with the 
university and society, it is important to consider 
an integrated faculty approach.

A cooperative and integrative model can 
accommodate everyone–those who want to be 
excluded, those who need know-how, and those 
who need support. Th is concept was introduced 
by Zheng and Callaghan (2016) as the ‘faculty 
cooperative’. Th e model is described as an 
ecosystem that promotes and guides academic 
entrepreneurism with tools for creating and 
managing academic entrepreneurial initiatives. 
Besides the importance of an entrepreneurial 
culture, these authors provide empirical evidence 
indicating that the key principles embodied 
by such a model are openness, freedom, and 
collective shareholding as stakeholders in a 
shared organisation. Th ey maintain that this 
entrepreneurial ideal is not contradictory to 
conventional university missions but has the 
potential to change the rivalry to synergy.

UBC cases and developments 
Performance of a national economy is strongly 
associated with UBC (Debackere and Veugelers, 
2005: 321). Considering this, the second part 
of the exploratory process highlights the 
entrepreneurial business by means of practical 
UBC developments and cases.

Strategic initiatives in Europe 
Currently, the economic issues in Europe 
are compounded by increased fundamental 
threats related to borders, security, culture, and 
democracy. Several strategic initiatives have 
been implemented, for instance the University 
Industry Innovation Network (UIIN) (www.
uiin.org). Th e European Commission (www.
uiin.org) also undertook a Europe-wide study 
(during 2016-2017) on UBC to obtain 50 best 
practice UBC case studies. Th is project team 
comprised the University Industry Innovation 
Network (UIIN), University of Ljubljana, Ingenio 
University of Valencia, the European Association 
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of Institutions in Higher Education (EURASHE), 
the Imperial College of London, the University of 
Leiden and 33 European national partners from 
across Europe. In addition, Davey, Baaken, Deery 
and Muros (2011) also report on 30 best practice 
case studies of UBC.

Th e annual University-Industry Interaction 
(UII) Conferences (www.uiin.org) connect 
hundreds of participants from all over the 
world to share knowledge on the risks and 
rewards of entrepreneurial universities. Th e 
2018 conference covered the following fi ve 
main themes: (1)  Creating an innovative and 
entrepreneurial society (including topics such as 
smart specialisation and building an innovation 
driven-economy, and responsible research and 
social innovation); (2) Leading HE into the future 
by developing more engaged and entrepreneurial 
universities (including topics such as becoming a 
more engaged and entrepreneurial organisation, 
and cultural change towards a new generation 
of universities); (3) University-business 
collaboration as a practitioner (including 
training and career perspectives, the role of the 
knowledge transfer offi  cer, and brokering talent 
from university to business and vice versa); 
(4)  Employability (including educating the 
leaders, researchers and employees of tomorrow, 
developing transversal skills, and creating entre- 
and intrapreneurs); and (5) A holistic approach 
to university-business cooperation (developing 
knowledge alliances, networks and strategic 
partnerships).

Active participants of the annual conference are 
Paul Coyle (Director of Executive Education of the 
UIIN), a researcher on risk in higher education, 
and Dr Jochen Barth (Director for Employability at 
UIIN) from Maastricht University, and managing 
director of the Service Science Factory, which 
established itself as a best practice example for 
entrepreneurial universities. Th ese participants 
have extensive experience in triple helix and share 
a tested model of the entrepreneurial mindset 
for universities. Another leader is Todd Davey 
(Professor at Munich Business School), dedicated 
to developing entrepreneurial mindsets. Another 
UIIN stakeholder is the Scientifi c and Policy 
Manager of the two largest studies of UBC 
(funded by the European Commission), Victoria 

Galan Muros (consultant at Technopolis Group 
UK), who has worked with universities and 
governments in 14 countries and has authored 
multiple publications.

Triple helix organisations 
Th e triple helix concept refers to interaction 
between university, industry, and government. 
Th e International Institute of Triple Helix (IITH) 
and the Triple Helix Association assist universities 
with the transformation of innovation systems and 
the internationalisation of higher education. Th e 
University of Stanford is regarded as a benchmark 
for entrepreneurial universities and the IITH at 
Stanford actively supports the UIIN (Netherlands) 
promoting polyvalent knowledge that is 
publishable and patentable. Th e entrepreneurial 
ethos of Stanford’s engineering school took a 
while to spread to its other departments, such 
as music. It supports taking the role of the other 
in terms of industry-universities and university-
fi rm formation. It refers to PoP (professors 
of practice) in terms of (1) the forward linear 
concept (faculty entrepreneurs working 50% 
in industry) and (2) the reverse linear concept 
(industry entrepreneurs with PhDs moving 50% 
part-time to academia). Stanford’s underutilised 
entrepreneurial potential has led to the student 
government accelerator, which has seen 12 start-
up businesses per academic quarter since 2010 
(www.triplehelix.net).

Universities enforcing entrepreneurial potential 
In light of many Greek students being 
disheartened by their graduation prospects, the 
Athens University of Economics and Business 
(AUEB) drives change via targeted programmes 
supporting young entrepreneurs on their 
journey. Developed by the Athens Centre for 
Entrepreneurship and Innovation (ACEin) within 
AUEB, the Innovation Design and Entrepreneurial 
Action (IDEA) programme assists students 
and alumni to unravel their entrepreneurial 
potential through open innovation (Zinovyeva, 
Woolley & Tercanli, 2018). Furthermore, Prokop 
(2016) from Sheffi  eld Hallam University studies 
the real outcomes of spinout businesses by 
inspecting quantitative and qualitative evidence 
on spinout companies from UK higher education 
institutions. Th e project utilises a unique sample 
of 870 UK spinout companies formed between 
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2002 and 2013 from 81 universities.

Technology transfer organisations 
Technology transfer organisations (TTOs) can 
be described as campus offi  ces managing UBC 
projects at entrepreneurial universities while they 
also coordinate selected industry-science links 
(ISL). Exploratory visits to these offi  ces of leading 
entrepreneurial universities in Europe (Belgium, 
the Netherlands, Germany and Finland) 
provided ample evidence of a professional 
university business. Th e variety of ISLs represents 
the diff erent types of interactions between the 
industry and the science sector, specifi cally aimed 
at the exchange of technology and knowledge. ISLs 
can be forged by means of start-up enterprises, 
contract research, collaborative research (R&D 
projects), and development of IP rights as a base 
for licencing technologies to enterprises and other 
vehicles. Th e TTO of the Katholieke Universiteit 
Leuven (Belgium), namely the Leuven Research 
and Development (LRD), is regarded as a best 
practice example in the EU.

Work-based learning 
Middlesex University (northern London) 
designs and manages work-based learning 
(WBL) programmes to provide opportunities for 
working professionals to gain higher education 
degree qualifi cations. Th e qualifi cations are 
based on academic credits for the learning that 
occurs in the workplace. Companies endorse 
the development of their staff ’s capability for 
refl ective thinking, innovation, and development 
to enhance practice and improve productivity. 
Th us, they aim to provide an incentive for crucial 
staff  to develop themselves, achieve university 
recognition, and contribute to the success of the 
company (Muros, 2018).

Th e Making the Most of Masters (MMM) 
project was initiated in Scotland (Atkins, Parry 
& Rudland, 2016). MMM inspires, develops 
and undertakes research in collaboration with 
business. Organisations from all sectors of the 
economy have engaged with MMM, and projects 
have been run throughout the UK and in countries 
such as Malawi, the USA and Canada. Th e 
benefi ts for students, employers and universities 
are described by Stirling University (www.stir.
ac.uk/management/employability/; further case 

studies available online at www.mastersprojects.
ac.uk).

Th e case of the Technische Universität München 
(TUM) 
Germany is a strong performer in UBC, refl ecting 
a high respect for research. Its research and 
development (R&D) expenditure (2.8% of GDP 
in 2011) is well above the European average of 1.9 
percent. Holzmuller and Grube (2016) presented 
a case at the Global Business Conference 2016 
of TUM on UBC in Germany. Th eir philosophy 
states that good theory is practical, marketable, 
and conducive to commerce. Th ey focus on 
collaborative research that is rigorous but relevant, 
utilising all possible scholarly potential.

Th e Technische Universität München (TUM), 
known as ‘the entrepreneurial university’, 
participates in more than 20 collaborative 
research centres. It is one of the most research-
focused universities in Germany and Europe. A 
visit to TUM provided evidence of its vision for 
an additional stream of income. Cooperation 
between TUM and its subsidiary German 
university abroad, the German Institute of Science 
and Technology (GIST) in Singapore, resulted 
in the Heinz Maier-Leibniz Research Reactor 
Munich (FRM-II) in 2004, which heralded a 
new era of neutron research, with promising 
applications in the fi elds of science, technology, 
and medicine.

Cases of Dutch universities 
For a small country like the Netherlands, it 
is surprising to observe how infl uential the 
Dutch community is towards principles of 
intrapreneurship for entrepreneurship. UBC 
conferences are hosted and coordinated from 
the offi  ce of the University Industry Innovation 
Network (UIIN), situated in Amsterdam. Delft  
University of Technology and the University of 
Amsterdam, the two top ranked institutions of 
Holland, are both entrepreneurial universities. 
Hofste-Kuipers (2016) from the University 
of Twente (UT) indicates how UT became 
number one in the valorisation ranking of 
Dutch universities. Th e university was awarded 
the ‘Most Entrepreneurial University’ of the 13 
Dutch universities with the highest number of 
spin-off  companies in 2012/2013 (40). Its science 
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park houses the highest number of companies 
(400) and their fundamental objective is to 
create value for partners. To achieve this, UT has 
implemented several strategies, including the 
creative Kennispark Twente as a key element for 
the start-up ecosystem. Th ey are in partnership 
with the University of Twente, Saxion University 
of Applied Sciences, province of Overijssel, the 
city of Enschede, and the Twente Region. Another 
Dutch university with its science processes on 
display is the De Haagse Hoogeschool (part of 
the Delft  university) which held an International 
Festival of Technology in June 2017.

Th e case of the University of South Carolina 
A visit to the campus of the University of 
South Carolina (USC) in Columbia, USA in 
November 2017 provided substantial evidence 
(and artefacts) of an institution that prides itself 
in its patent production, research contributions, 
and employability of their students. Among 
America’s oldest and most comprehensive public 
universities, USC is one of the major research 
institutions. Th e USC has many partnerships 
with industry and their entrepreneurial drive is 
inherently part of who they are, with signifi cant 
partners such as Bank of America, Pinnacle 
Corporation, Walt Disney, Boeing, Bosch, 
Michelin, and ExxonMobil Refi nery.

Recognised by the Carnegie Foundation, USC is 
a top research and service institution, nationally 
ranked in entrepreneurial start-up businesses 
and has a profound relevance, reach, and impact 
on the people of the state. Some metrics used to 
describe USC are the 18:1 student-faculty ratio, 
300  000 world-wide alumni, their 47 nationally 
ranked academic programmes, 324 unique degree 
opportunities, and top ranking for sport sciences, 
physical education, and sport management.

Th e Darla Moore School of Business is the facility 
(a building investment of $106,5 million) for 
international business education with a focus on 
employability and business-ready graduates. Th e 
emphasis on practical exposure can be observed in 
the ‘Moore school advantage’ for business-ready 
graduates, with service quality dimensions such 
as experiential learning, involvement of business 
partners, relevant up-to-date curricula, and ten 
research centres for professional development.

Th e Offi  ce of the Vice President for Research 
promotes a culture of excellence in research, 
education, scholarship, and the arts. Th ey work 
with external researchers to address local and 
global challenges by engaging their collective 
knowledge, tools, and creativity to build a better 
society. An overview uncovers countless grant and 
award announcements, detailing exciting funded 
projects. Th e Magellan Scholar Program of USC 
was launched in 2005 and since then more than 
300 students have received institutional grants for 
faculty-mentored research and scholarly creative 
projects. Th ese projects opened new vistas for the 
students in myriad disciplines.

USC seeks multiple internship experiences that 
provide for more job off ers to students. In 2015, 
the paid interns of the entire USA resulted in 
56,5% job off ers, compared to 36,5% of students 
with no internship experience. Moreover, USC 
students who held internships earned an average 
of $5291 more in their fi rst full-time job following 
graduation than students with no internship 
experience.

An overview of UBC in Europe 
To conclude, a personal and general overview 
of UBC in Europe (www.ub-cooperation.eu) 
provides a signifi cant perspective of its scope 
and progress. Europe measures UBC by several 
means. Belgium, for example, represents the 
European average regarding UBC in general 
and the development of conditions for UBC 
in particular. Meerman (2016) regards the 
University of Leuven, Belgium, as a benchmark 
for UBC best practices. He also regards the 
following institutions as European UBC best 
practice examples: Aalto University; the Technical 
University of Munich; and Imperial College, 
London. UBC in the Netherlands, although 
rated at the European average, is also perceived 
as being very strong. Th e head offi  ce of the UIIN 
(University Industry Innovation Network), for 
instance, is situated next to the University of 
Amsterdam in the Amsterdam Science Park.

A visit to Leuven University (Belgium) confi rmed 
the positive progress of the Flemish Government 
regarding UBC in terms of assisting innovative 
start-ups and growing companies in Flanders. 
Th is is done by active tailor-made and high-tech 
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management coaching to build a permanent 
bridge between diff erent knowledge centres, 
high-tech entrepreneurs, enterprises, and their 
socio-economic partners. Th e primary role 
players are Innovatiecentrum Vlaams-Brabant; 
Flanders Investment and Trade; Flanders Smart 
Hub; the Eindhoven, Leuven, Aken Triangle 
(ELAT); and the Top Technology Region, the 
Tampere region in Finland and Cambridge in the 
UK. A personal experience at Aalto University, 
Finland, highlighted the common understanding 
that UBC contributes to its society and to the 
provision of a positive environment for UBC. For 
example, research commercialisation, through 
the creation of the Finnish Inventions Act in 2007, 
gave HEIs the right to ownership of inventions.

Innovation exchange Amsterdam (IXA), at the 
University of Amsterdam, provides support in 
the entire valorisation process, helping inventors 
(from the region and outside) into partnerships 
with organisations. Th e Technology Centre (TC) 
at the University of Amsterdam develops scientifi c 
instruments in the fi elds of glass, construction, 
electronics, and soft ware. ASML in Veldhoven, 
the Netherlands, produces integrated circuits (or 
chips) populating the modern world. Lithography 
machines produce microchips, which imply the 
integration of transistors and structures as small 
as 20 nanometers can be created.

As indicated, visits to top entrepreneurial 
and innovative universities provided multiple 
observational and informational artefacts 
of industrial engineering, technological 
developments, triple helix, and upscaling of 
agility. Th e following section briefl y summarises 
seven examples of institutional (and other) 
artefacts strategically positioned within a specifi c 
ecosystem for innovation, observed during 
research visits:

• Th e visit to Strathclyde, Glasgow, awarded 
‘university of the year’ (2013/2014), indicated 
centers for innovation and for applied 
photonics. Th e university supports enterprise 
research and is known for its high spin-off  
company success. 

• A visit in July 2018 to Maastricht University 
revealed the Brightlands ecosystem. Its core 
philosophy stands for collaborative open 

research education. Th e university creates 
triple helix hotspots on the Brightlands 
campuses. Th is is a continuation of the 
Knowledge Axis investment programme. Th e 
focus is on future challenges such as safety of 
food, aff ordable care, and cybersecurity.

• As mentioned, the KU Leuven ecosystem, 
Belgium, is a research-intensive international 
university, known for developing the world’s 
leading anti-HIV drug, and central to the 
innovation ecosystem. A visit to its TTO, 
holding the motto “research volarisation 
constitutes an important form of societal 
return”, was a powerful experience. Th e TTO, 
with a long tradition of technology transfer, 
collaboration with industry, and creating 
spin-off  companies, supports high-tech 
entrepreneurship. Its ecosystem comprises 
several incubators, science parks such as the 
Renberg Science Park and Haasrode Science 
Park, and business centres in the Leuven 
region.

• Th e experience at the comprehensive 
Kennispark Twente speaks of an innovation 
campus in the midst of high-tech SMEs. 
Th is innovative ecosystem has several 
innovation centres (with visible artefacts 
displayed), such as for advanced materials, 
road safety, thermoplastic composites, micro 
and nano technology, medical imaging, and 
technologies for recycling, wireless sensors, 
cloud computing, and re-using textile. Due to 
the vibrant ecosystem, the Apollo Global R&D 
centre, the Cottonwood Technology Fund, 
and the Foseco R&D centre are all located 
in this region. Medimate Twente is another 
production location for healthcare solutions 
and nano products.

• A visit to the innovation network Science 
Park, Amsterdam, revealed many innovative 
companies and research organisations seeking 
partners, valorisation, and new ventures. Th e 
offi  ce of the University Industry Innovation 
Network (UIIN), situated in the park, provided 
must guidance during a recent meeting. 

• A visit to the TU Innovation lab at the 
Eindhoven University of Technology, where 
research is coordinated, indicated activities 
related to knowledge transfer (similar to a 
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TTO). Th e lab holds several case studies on 
how scientifi c knowledge is translated to small 
businesses.

• Th e mission of Aalto University, Finland, 
known for more than 3000 doctoral students 
and its brain simulation technology is 
also worthy of note. An MIT study of 200 
top universities ranks Aalto very high. 
Design thinking for business innovation 
is a programme presented by the ESADE 
business school (Barcelona) in partnership 
with Aalto. Th e centres of excellence include 
computational nanoscience, inference 
research, generic intelligent machines and 
wireless research. 

MANAGERIAL IMPLICATIONS 
Th e paper indicates the overwhelming 
advantages of academic entrepreneurship with 
intrapreneurship as a vantage point. Th e three 
propositions were substantiated indicating 
signifi cant managerial implications for HE. 
Entrepreneurship is also a social good within 
the academic environment without threatening 
the traditional HE models. Th e new kind of KM 
demands new kinds of UBC leaders. All three 
actors of the triple helix need the other for new 
knowledge. It is more common for industry 
and government to reach out to universities for 
engagement. Th is must change because some 
public universities were traditionally more 
isolated and a populistic world-view exacerbates 
the problem. Th is has drastic managerial 
implications for universities even if they were 
(or intend to be) more open for engagement. 
Academic managers need UBC training and they 
must learn from the triple helix leaders. Th ey do 
not need to move outside their core business but 
simply need to improve their IP management.

HE of the future will not debate about UBC 
or triple helix partnerships because they will 
regard it as a strategic priority for sustainability. 
It will be signifi cantly more diffi  cult to achieve 
excellence in teaching and research without 
academic entrepreneurship. University 
management will see their “star” scientists engage 
in more entrepreneurial activities. Academic 
entrepreneurship need to become standard 
practice especially if a tested model for integrated 
academic entrepreneurship based on a practical 

and fair cooperative faculty approach applies. 
Such a model should accommodate all extremes 
of academic entrepreneurship.

CONCLUSIONS 
Th e research problem was addressed in terms of 
the following three primary propositions:

• Proposition 1: Principles and advantages of 
intrapreneurship as a social good justifi es 
academic entrepreneurship in an age of 
supercomplexity. Section A motivated the 
intrapreneurship ecology for university 
development. It can help to overcome the 
fear for neoliberalism, can improve IP 
management, and can make better academia. 
Section B indicated how universities manage 
entrepreneurship as a social good and how 
start-up companies benefi t academia. 

• Proposition 2: Academic capitalism based 
on the Anglo-American HE model (or 
similar models) needs to be explored 
in order to be understood in terms of 
international developments and progression 
of UBC. Section A indicated that academic 
entrepreneurship progressed as a practice in 
terms of bottom-up and top-down support. 
Th e importance of foresight in the context 
of the FIR predicts substantial changes for 
academia. Section B provided rich evidence of 
academic capitalism and UBC progression by 
means of triple helix organisations. It was also 
shown how well established TTOs operate. 
Section B further presented the case of TUM, 
the case of Dutch universities, the USC case, 
and a UBC summary of Europe.

• Proposition 3: A holistic solution (model) 
is ideal in terms of social advantages, the 
establishment of ecosystems, an integrative 
approach towards academia, and the 
cooperative faculty. In section A the integrative 
and cooperative faculty concept was 
motivated. In section B the holistic inclusive 
approach was elaborated upon in terms of 
national strategic initiatives, international 
networks (e.g. UIIN), the establishment of 
ecosystems, and the underlining focus on 
WBL to improve employability.

Academic entrepreneurship has many 
advantages; yet, further research is necessary to 
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develop a tested model for integrated academic 
entrepreneurship for a practical and fair 
cooperative faculty approach.
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ABSTRACT 
Organisations of varying sizes oft en implement 
changes at the strategic, operational and employee 
level to foster a culture of entrepreneurship. 
Th ese entrepreneurial actions within existing 
organisations are referred to as corporate 
entrepreneurship (CE). CE is regarded as 
multi-dimensional in nature, infl uenced by 
environmental, managerial and organisational 
factors and oft en results in a multitude of 
outcomes such as enhanced internal and market 
performance. Whilst CE is seen as a fi rm-level 
initiative, it is employees who implement and 
practice such initiatives. An employee’s proactive 
nature towards their work is essential and hence, 
work engagement is vital in achieving business 
outcomes. However, to date, there is limited 
research on the linkages between corporate 
entrepreneurship and work engagement. Th is 
study is qualitative in nature and presents a 
conceptual paper. A deductive approach is 
employed by combining prominent literature on 
CE and work engagement as described in seminal 
works, thereby proposing a novel conceptual 
framework linking work engagement, CE and 
business outcomes. Th e study provides insights 
into a framework which, when tested empirically, 
has the potential to enhance and achieve 
business outcomes. Th e framework therefore 
holds signifi cant potential to improve employee 
engagement in business, particularly within the 
ambit of the fourth industrial revolution.

Keywords: corporate entrepreneurship; work 
engagement; entrepreneurship 

INTRODUCTION 
Entrepreneurship plays a signifi cant role in 
innovation of both individuals and employees 
alike (Nieuwenhuizen & Nieman, 2019). Scholars 
have recognised the importance of entrepreneurial 
initiatives and activities of individual employees 
(Webb & Franklin, 2011; Miles, Snow, Fjeldstad, 
Miles & Lettl, 2010; Morris, Ireland, Hitt & Sirmon, 
2003) and hence organisations remain motivated 
to successfully adapt and act upon environmental 
opportunities in becoming increasingly 
entrepreneurial (Morris, Kuratko & Covin, 2008; 
Kuratko & Morris, 2018). Notably, such activities 
are referred to as corporate entrepreneurship, 
and organisations need to remain cognisant of 
its associated advantages (Kuratko & Morris, 
2018). Th erefore, organisations are required to 
adapt to external and internal developments 
(Kuratko & Morris, 2018; Hornsby, Kuratko, 
Shepherd & Bott, 2009; Marvel, Griffi  n, Hebda & 
Vojak, 2007). Worryingly, business failures have 
increased rapidly, partly attributable to a lack of 
entrepreneurial spirit, risk-taking propensity and 
innovativeness (Kokkonen & Tuohino, 2007). 
Fatoki (2014) confi rms that this is partially 
attributed to a lack of innovation, as well as other 
internal factors. It needs to be reinforced that 
corporate entrepreneurship is an imperative for 
organisations to attain a sustainable competitive 
position and meaningfully contribute towards 
the economy and market alike (Ayadurai, 2011; 
Minafam, 2017). In order for organisations to 
remain sustainable, there is a need to focus on how 
such entrepreneurial activities can survive despite 
increasing competitive pressure and requires 
intrapreneurial initiatives to be invigorated by 
organisations towards their employees, therefore 
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ensuring enhancement of job performance and 
organisational survival (Bhatia & Khan, 2013; 
Jasna & Bostjan 2011).

To ensure an enhanced competitive position, 
organisations are required to adopt a dynamic 
approach to structuring work internally, such 
as through intrapreneurship (Vargas-Halabí, 
Mora-Esquivel & Siles, 2017; Qureshi, Rasli, 
Jusoh & Kowang, 2015). Organisations need 
to have a healthy response to such initiatives 
and to its people at work (Pinchot & Pellman, 
1999). Hence, fostering employee engagement 
becomes an essential strategy that can be 
adopted, employees can then proactively work 
towards initiatives that improve work and 
business opportunities. Th erefore, the aim of 
this study is to provide a theoretical overview of 
corporate entrepreneurship, work engagement 
and business outcomes. Th e study highlights 
the achievement of entrepreneurial activities 
through the engagement of employees and hence 
contributing towards the overall strategic goals 
and performance of an organisation.

PROBLEM STATEMENT 
It is evident from the current body of knowledge 
that organisations derive benefi t from corporate 
entrepreneurship, as well as having an engaged 
workforce. However, limited research currently 
exists linking corporate entrepreneurship and 
work engagement. Th is study therefore provides 
an overview of the literature and hence proposes 
a need for empirical investigation.

PURPOSE OF THE STUDY 
Th e purpose of this conceptual paper is to 
provide a theoretical overview of corporate 
entrepreneurship, work engagement and business 
outcomes and highlight potential linkages. 
Th is objective is operationalised by means 
of proposing a conceptual model linking the 
concepts of corporate entrepreneurship and work 
engagement.

DEFINING CORPORATE 
ENTREPRENEURSHIP 
Corporate entrepreneurship (CE) refers to 
entrepreneurial actions performed within 
established organisations (Morris, Kuratko & 
Covin, 2008). Whilst originally conceptualised 

for corporates, or organisations that are usually 
considered large in size, research has shown this 
phenomenon to be applicable to organisations 
of any size. Corporate entrepreneurship 
thus encapsulates the entrepreneurial spirit 
of employees in an existing organisation, 
exhibited in the form of innovative behaviours 
(Jia, Wang, Zhao & Yu, 2014). A range of 
terms are oft en used interchangeable with 
the term ‘corporate entrepreneurship’, such as 
‘intrapreneurship’, ‘corporate venturing’, ‘intra-
corporate entrepreneurship’, ‘internal corporate 
entrepreneurship’ and ‘fi rm-level entrepreneurial 
posture’ (Antoncic & Hisrich, 2004). Aloulou 
and Fayolle (2005) argue that CE is born out of 
obstacles that large organisations tend to face, 
usually in the form of a decline in competitive 
standing, issues in managerial practices and 
an internal lack of innovation on the part of 
employees.

CE is said to take one of two forms: i) internally 
re-energising an organisation by means of 
strategic renewal, as well as ii) new venture 
creation. More simply put, one form of CE aims 
at driving internal innovation, while the other 
drives corporate renewal (Guth & Ginsberg, 
1990). Morris, Kuratko and Covin (2008) 
propose other forms of CE, such as sustained 
regeneration, domain redefi nition, organisational 
rejuvenation, business model reconstruction 
and strategic renewal. CE holds signifi cant 
benefi ts for organisations as it can improve 
competitive positioning, as well as enhance 
fi nancial performance (Zahra, 1991). CE allows 
an organisation to alter its competitive modus 
operandi, thereby enhancing competitiveness in 
the marketplace (Zahra, 1996). Other authors 
argue that CE, when integrated into the strategic 
process, can alter corporate strategy with the 
aim of creating effi  ciencies, improving market 
standing, as well as achieving diff erentiation. 
Groenewald (2010:72) summarises the benefi ts 
CE holds by stating that “businesses that instill 
corporate entrepreneurship can: Gain and sustain 
competitive advantage at all levels of the business; 
Rejuvenate and revitalise the existing business; 
Develop new products, services and processes; 
Pursue entrepreneurial opportunities; Create 
new businesses within existing businesses; Foster 
strategic renewal of existing operations; Improve 
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growth and profi tability; Sustain corporate 
competitiveness; Increase fi nancial performance; 
and Create new value”.

Th e implementation of CE however hinges 
on employee involvement at all levels in an 
organisation, most prominently at organisational, 
project and at the individual level (Belousova, 
Gailly & Bassso, 2010). Whilst several frameworks 
exist which outline antecedents and drivers of CE, 
Bateman and Snell (2009) outlines fi ve factors 
driving CE, namely, i) allowing independent 
action, ii) innovativeness, iii) risk-taking, iv) 
proactiveness and v) competitive aggressiveness. 
Morris and Kuratko (2002) however propose 
fi ve organisational factors underpinning CE, 
which include i) management support, ii) work 
discretion, iii) rewards and reinforcement, iv) 
time availability and v) organisational boundaries. 
A diff erent approach is suggested by Bessant and 
Tidd (2009), who propose CE comprising of 
cultural elements, such as the use of rituals and 
heroes, symbols and artefacts, trust and openness, 
as well as a shared value system. Classical CE 
literature however suggests that three major 
dimensions underpin CE, namely proactiveness, 
risk-taking and innovativeness (Miller, 1983). 
While these dimensions have been confi rmed 
in several foundational studies (Zahra, Jennings 
& Kuratko, 1999; Morris & Kuratko, 2002), 
other prominent authors suggest the inclusion 
of competitive aggressiveness and autonomy as 
additional CE dimensions (Lumpkin & Dess, 

1996). Antoncic and Hisrich (2001), under the 
guise of intrapreneurship, summarise the CE 
model and its direct eff ects as per Figure 1.

Figure 1 indicates that CE/Intrapreneurship 
is dynamic in nature, infl uenced by a number 
of factors that are either organisational-
based, or environmental in nature. In terms 
of the environment, dynamism in the external 
environment, usually associated with a growing 
industry, positively aff ects CE. Also, a growing 
industry is associated with a demand for 
new products and usually characterised by 
competitive rivalry. Th ese factors present a 
fertile breeding ground for CE (Antoncic & 
Hisrich, 2001). Secondly, in terms of internal 
organisational elements, factors such as openness 
in communication, formality of controls, the 
scanning of opportunities in the external 
environment, support for entrepreneurial actions, 
as well as competition and personal values 
(Antoncic & Hisrich, 2001) positively aff ect CE.

However, it is concerning that in the South African 
context, only 37.9% of South Africans believe that 
they possess the skills to act entrepreneurially, 
which is both of concern for South Africa, as 
well as for the private and public sector (Business 
Report, 2017; South African Government, 2017). 
Th e South African government, in addition, has 
identifi ed stability in jobs, as well as the earning 
of decent incomes as an area of priority (Malik, 
2016). Th e objective of achieving stability in jobs 

FIGURE 1: CE MODEL AND ITS DIRECT EFFECTS
(SOURCE: ANTONCIC AND HISRICH (2001:505))
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and earning of decent incomes is oft en linked to 
entrepreneurship, as SMEs have been touted as 
the drivers of job creation.

WORK ENGAGEMENT 
Th e roots of employee engagement have been 
disseminated in the work of Kahn (1990). Since 
the conceptualisation of work engagement in 
the early nineties, by Kahn (1990), studies of 
work engagement have expanded over the past 
two and a half decades. Th e concept of employee 
engagement is a widely studied concept in the 
fi elds of work and organisational psychology. To 
determine a comprehensive defi nition may be 
diffi  cult (Solomon & Sridevi, 2010). Essentially, 
the concept of work engagement is relatively 
recent in the fi eld (Wefald, Reichard & Serrano, 
2011). Work engagement is its own construct 
(Bakker & Leiter, 2010) and is characterised 
as an independent concept bearing its own 
characteristics and measures (Ghadi, Fernando 
& Caputi, 2013). Th rough the theoretical 
development of engagement, empirical studies 
confi rmed that the construct is associated 
with meaningfulness, availability and safety, 
as fundamental components (May, Gilson & 
Harter, 2004). Notably, the operationalisation of 
engagement acts as a mediator for various attitudes 
and behaviours displayed by employees and that 
this operationalisation acts as a mediator for 
various employee-level attitudes and behaviours 
(Rich, LePine & Crawford, 2010).

Th ere has been much debate whether engagement 
should be diff erentiated from other concepts 
(Wefald & Downey, 2009). However, it oft en 
sounds similar to related constructs such as 
organisational commitment, job satisfaction, 
job involvement and organisational citizenship 
behaviour (Bakker & Leiter, 2010; Robinson, 
Perryman & Hayday, 2004). According to Macey 
and Schneider (2008), engagement is repackaged, 
containing other constructs. On the other hand, 
Meyer and Gagne (2008) noted that engagement 
can be distinguished from key constructs within 
organisational behaviour literature. Other studies 
have also distinguished work engagement from 
the aforementioned constructs (Albrecht, 2010; 
Bakker & Leiter, 2010; Bakker, Albrecht, & Leiter, 
2011).

DEFINING WORK ENGAGEMENT 
Th e concept of work engagement, as suggested 
by Lockwood (2007), is regarded as a business 
initiative that is related to business success and has 
distinct business outcomes. It must be noted that 
the concepts of work engagement and employee 
engagement are synonymously utilised and no 
clear distinction exists between these constructs 
(Kahn, 1990). However, Schauefeli (2013) asserts 
that work engagement describes an employee’s 
relationship with their work; whilst employee 
engagement alludes to the employee’s relationship 
with their organisation (Strom, Sears & Kelly, 
2013). Schaufeli, Salanova, González-Romá, and 
Bakker (2002) defi ned employee engagement 
as a positive work-related psychological state 
that is characterised by absorption, vigour and 
dedication. From the aforementioned, the debate 
surrounding work engagement and its similarity 
to other constructs, it must be noted that 
Schaufeli’s defi nition of engagement has provided 
strong validity to cover missing elements of 
previous defi nitions (Wefald & Downey, 2009; 
Bakker, 2009). Th is defi nition provides the insight 
that work engagement has two core dimensions, 
namely energy and involvement. Th is view 
indicates that engagement is characterised by the 
nature of employee’s perception that are aff ective 
and cognitive. Th e defi nition outlines three 
signifi cant components to measure the levels 
of employee engagement, namely i) vigour, ii) 
dedication and iii) absorption. Th ese elements are 
defi ned next.

i) Vigour relates to an individual’s increased 
readiness to dedicate eff ort in their work and 
not becoming fatigued and being resolute in 
during diffi  culty, or experiencing failure during 
tasks (Henn & Barkhuizen, 2009; Chughtai & 
Buckley, 2008; Schaufeli et al., 2002). In addition, 
employees will display high levels of physical and 
mental energy (Schaufeli & Bakker, 2004).

ii) Dedication refers to the emotional component 
of work engagement, characterised as putting 
one’s heart in to their work (Schaufeli et al., 
2002) and refers to the motivational state of an 
individual’s work by experiencing meaningfulness 
and job satisfaction (Bakker, 2004). Th is state of 
work engagement is characterised by employees 
displaying inspiration and pride, as well as a 
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sense of signifi cance in their work (Henn and 
Barkhuizen, 2009; Schaufeli et al., 2002).

iii) Absorption refers to individuals who immerse 
themselves in their work and is characterised as 
a psychological state of being engrossed (Bakker, 
Schaufeli, Leiter & Taris, 2008), and having 
trouble from detaching from their work, whereby 
time appears to pass rapidly (Henn & Barkhuizen, 
2009; Schaufeli et al., 2002).

In terms of the concepts i) vigour, ii) dedication 
and iii) absorption, there are three diff erent 
components associated with work engagement, 
respectively, physical, emotional and cognitive. 
Kahn (1990) postulated that employees occupy 
work roles to varying degrees namely, personal 
engagement or disengagement, and utilise varying 
degrees of their personal selves either cognitively, 
emotionally or physically. Notably, individuals 
that are considered to be engaged in their work will 
experience high levels of vigour and dedication, 
as well as heightened levels of absorption. Noting 
the manifold connotations of engagement, it 
can be regarded as an indicator that can be 
considered as a multi-dimensional construct that 
is not limited to the work role or commitment 
(Crozier, 2010; Devi, 2009). Employees may 
also experience various degrees of engagement. 
Gallup (2006) observed that organisations 
should be cognisant of the engagement levels of 
their employees that are based on the degrees 
of engagement, namely, i) engaged employees – 
employee work with passion, have a connection 
with their organisation, and are seen as drivers of 
innovation, whilst assisting the organisation to 
move forward. ii) Moderately engaged employees 
– employees put in the time at work; however, 
passion and energy are not present in their work. 
iii) Actively disengaged employees–employees 
are seen as unhappy at work and display this 
feeling whilst undermining what their engaged 
counterparts may accomplish.

OUTCOMES OF WORK ENGAGEMENT 
Work engagement results in experiences that 
produce eff ective problem-solving and ensure 
that individuals proactively search for motivating 
challenges (Schaufeli, Bakker & Salanova, 2006). 
Engaged employees remain motivated and can 
successfully adapt to change (Petrou, Demerouti, 

Peeters, Schaufeli & Hetland, 2012), as well 
as transfer positive behaviours and attitudes 
to other team members, and hence, enhance 
team performance (Bakker & Demerouti, 
2008). Employees that experience high levels of 
engagement possess a strong sense of belonging 
towards their organisation and are likely to go 
beyond their primary roles, as they are known 
for their willingness to partake (Davenport & 
Harding, 2010). Notably, employees that remain 
engaged in an organisation have long-term 
business outcomes namely, improved productivity 
(Rogers, 2001), driving profi t and revenue, place 
more emphasis on the customer (Bakker, 2017; 
Heymann, 2015) and business performance 
(Gupta & Sharma, 2016). Engagement can be 
considered a key business driver in attaining 
organisational success, as employees engage 
themselves in their work through cognitive, 
emotional and physical dimensions (Pitsis, 2012). 
Th e premise of this is that employees remain in an 
active positive motivational state and form part of 
proactive work behaviour (Gawke, Gorgievski & 
Bakker, 2017; Bakker, 2011).

Employees that display high levels of engagement 
oft en pursue and achieve challenging goals 
(Bakker, Oerlemans & Brummelhuis, 2016; 
Bakker et al., 2008). According to Takawira, 
Schreuder and Coetzee (2014), having an engaged 
workforce can increase performance and have 
manifold benefi ts, as employees have positive 
sentiments of their work and hence, increase 
productivity, as well as achieve higher levels of 
well-being. Employees that remain engaged with 
their organisation are likely to remain longer 
in their employ (Sonnetag, 2011). Engaged 
employees are also likely to act as ambassadors of 
their organisations, whilst disengaged employees 
are likely to discourage potential employees from 
being part of the organisation (Robertson & 
Markwick, 2009).

METHOD 
Th e study presents a non-empirical theoretical 
study and aims to provide a conceptual paper 
through a model building approach. Th e study 
is qualitative in nature and employs a deductive 
approach, whereby links between theories and 
constructs were explained. Th e study reviewed 
various pieces of literature on corporate 
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entrepreneurship and work engagement.

DISCUSSION 
Th e use of CE holds signifi cant value for 
organisations of any size, positively aff ecting 
both fi nancial and market performance. Notably, 
CE manifests itself in a multitude of manners, at 
diff erent levels, and through diff erent outcomes 
(Eze, 2018). Ultimately, CE is brought to 
life via employees within organisations. Th e 
multidimensional nature of CE, and its far-
reaching eff ects within an organisation, call for 
caution in the implementation of it, as employees 
are aff ected by strategic and operational changes. 
In this vain, it is concerning that little to no 
research has been conducted in the combined 
fi eld of CE and work engagement, both of which 
have far reaching consequences for organisations 
of any size. Th e proposed framework bridges 
this conceptual gap by considering the various 
environmental and organisational dimensions 
infl uencing CE, positing their impact on work 
engagement, and linking these to CE outcomes.

Th e paper presents a conceptual analysis of 
CE and work engagement, which includes a 
model of CE (Figure 1) and its direct eff ects. 
Th e model illustrates that the dimensions of CE, 
which includes the environment (dynamism, 
technological opportunities, demand for new 
products, unfavorably of change and competitive 

rivalry) and the organisation (communication, 
formal controls, environmental scanning, 
organisational support, competition-related 
values and person-related values), are to have an 
impact on intrapreneurship. It is suggested that 
the relationship between the aforementioned 
dimensions are likely to have an impact on 
business outcomes, namely performance 
metrics. Likewise, engagement has shown 
to have a positive impact on employee and 
business outcomes, such as a stronger market 
standing, enhanced performance and also 
ensures organisational success (Baumruk, 2004; 
Richman, 2006;). Further, work engagement is 
related to having a positive eff ect on innovative 
behaviours and business growth (Gorgievski, 
Moriano, & Bakker, 2012). Several other studies 
have previously suggested this to hold true 
(Bakker & Bal, 2010; Komapaso & Sridevi, 2010; 
Rich, Lepine & Crawford, 2010). Authors such as 
van der Walt (2018) have observed a link between 
work engagement and thriving at work.

It must be noted that the relationship between 
CE and performance has been confi rmed in 
various studies (Bolton, 2012; Bolton & Lane, 
2012; Urban, 2012; Steff ens, Davidsson and 
Fitzsimmons, 2009), as well as the relationship 
between CE and engagement (Duobiene, 2017; 
Hoque, Gwadabe & Rahman, 2017; Kassa & Raju, 

FIGURE 2: PROPOSED CONCEPTUAL FRAMEWORK
(SOURCE: ADAPTED FROM ANTONCIC AND HISRICH (2001, P.505))
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2017). According to the proposed conceptual 
framework (Figure 2), it is suggested that work 
engagement moderates the relationship between 
CE and CE-related performance outcomes.

Internal CE factors are likely to enhance 
employee engagement, whereby employees 
display enhanced levels of vigour and absorption, 
which is an inherent requirement to achieve 
business outcomes (Hoque et al., 2017) such as 
growth and profi tability, as presented in Figure 
2. It is essential that business take heed of the 
conceptual model and the implications thereof, 
as the success of true corporate entrepreneurship 
is dependent on engaged employees (Kelly, 2011). 
Th is holds particularly true for the context of the 
South African economy as social and economic 
challenges are pervasive, coupled with low level 
of entrepreneurial activity. New and current 
jobs require greater employee involvement, 
identifi cation of opportunities, the need for 
upskilling, as well as greater development (PWC, 
2013; Belfreight Logistics, 2016). Th e framework 
therefore provides managers and entrepreneurs 
with a theoretical basis on which greater levels 
of CE can be fostered, and together with the new 
focus on engaged employees, can ultimately lead 
to greater levels of growth, as well as enhanced 
profi tability.

RECOMMENDATIONS, VALUE AND 
CONCLUSION 
Th e proposed conceptual framework is of value to 
academia by proposing a conceptually novel link 
between CE dimensions and work engagement 
factors. Th e framework has potential implications 
for both academia and industry. Th e framework 
allows researchers to test the link between CE, 
work engagement and CE outcomes, thereby 
uncovering the potential work engagement holds 
for CE outcomes. Th e framework can be tested 
by combining existing CE and work engagement 
scales, thereby allowing for statistical analysis 
of the link between these two concepts, as 
well their eff ects on organisational and market 
outcomes. Th e framework further provides value 
to researchers by serving as the conceptual basis 
on which new measuring instruments can be 
built. Lastly, in terms of business implications, 
the proposed conceptual framework holds the 
potential for organisations of any size to improve 

market and performance outcomes once the 
interaction between CE and work engagement 
has been empirically verifi ed, thereby improving 
profi tability, market competitiveness and 
other performance metrics. As this linkage has 
been largely neglected in the current body of 
knowledge, there is scope for business to improve 
organisational outcomes such as profi tability, 
market standing and other performance 
indicators.

As the framework should be seen in the context of 
the South African business, the framework allows 
managers to focus on employee engagement, 
while at the same time fostering a culture of CE. 
Th is can be achieved by means of inclusion and 
focus on the elements as identifi ed in the model. 
Additionally, entrepreneurs, as well as high-level 
managers in this economy will be able to increase 
profi tability and growth by means of inclusion 
of CE elements, which can be further enhanced 
by focusing on creation of a workforce who are 
engaged in their work by means of dedication, 
vigour and absorption. Based on the nature of 
the conceptual framework and the inherent value 
it holds, it is recommended that researchers 
empirically test the model in practice. As the 
empirical testing of the framework is dependent 
on development of new or adapted research 
instruments, it is recommended that an adapted 
measuring instrument be developed based on the 
proposed framework. Th is would allow for large-
scale testing of both the conceptual framework 
and potential measuring instrument, by using 
methods such as Structured Equation Modelling 
(SEM) and an exploratory factor analysis (EFA) 
Lastly, it is recommended that the long-term 
eff ects of work engagement on CE outcomes be 
tested empirically as part of a longitudinal study, 
in order to establish its impact over time.
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ABSTRACT 
Th e purpose of the study was to establish 
whether managers preferred fl exible working 
arrangements (FWAs) or not. Th e study strove to 
obtain an understanding of managers’ opinions 
regarding the link between fl exible working 
arrangements and an employee’s ability to 
complete a task eff ectively. Th e literature reveals 
that many businesses have started adopting 
fl exible working arrangements in the belief 
that the concept provides business benefi ts, not 
only through perceived enhanced employee 
performance, but also in improved work-life 
balance for employees. A qualitative approach 
was used with the aim of understanding and 
evaluating working arrangements and the eff ect of 
these arrangements on managers and employees. 
Th e research sample comprised thirteen top 
and middle (human resource) managers from 
seven diff erent accounting fi rms within the 
Cape Town region. Th e fi ndings indicated that 
managers were aware of the concept of fl exible 
working arrangements and its benefi ts. However, 
because the implementation of fl exible working 
arrangement could be a costly and an unfamiliar 
exercise for managers, the fi ndings showed 
a reluctance to implement fl exible working 
arrangements in many of the fi rms.

Keywords: fl exible working arrangements, ac-
counting fi rms, managements perceptions, em-

ployee performance. 

INTRODUCTION 
Changes to the worldwide economy, such as 
slow economic development, caused extreme 
levels of unemployment and amendments to 
the labour laws and government rules, altering 
the employment relationship internationally. As 
a result, the relationship has transformed from 
one of full-time, full-life, full employment and 
full welfare entitlements to one with growing 
FWAs, regular changes between jobs and an 
upsurge in the number of female and older 
employees (Berkery, Morley, Tiernan, Purtill 
& Parry, 2017:166). Research conducted by 
Caligiuri (2014:2) indicated that fi rstly it was vital 
to try to understand people and then to accept 
the fact that there was no blanket approach to 
creating an “eff ective employer brand” that drew 
the right people’s attention to the enterprise. 
Th ere were professional and cultural diff erences 
that pertained to individuals that needed to be 
discovered and understood in order for employers 
to ensure that in-demand talent was gained and 
retained.

In the United Kingdom (UK), employees are 
more oft en at liberty to revert to adjusting 
their working hours than in the past as fl exible 
working hours are put on the table for employees 
as an option (Hegewisch, 2009:59). According to 
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research done by Taylor (2009:2), the reward in 
store for employers as a result of permitting the 
use of fl exible hours is that employees portray an 
attitude of fl exibility towards their work. What 
is meant by this is that employees, especially 
middle and senior managers, expectant parents, 
new parents and the semi-retired are showing an 
increased willingness to work in situations that 
would otherwise be classifi ed as “personal time”.

A survey was done by Th e Hindu (2011:1-2), 
which confi rmed that India was in fact embracing 
the concept of fl exible hours as it decreased costs 
and increased employee productivity. However, it 
was expressed that: “it is disappointing to see some 
companies still letting lack of trust holding them 
back from fl exible working for all employees.” 
Within a South African context, employers are 
at liberty to make their own arrangements with 
employees (Mywage, 2015:1).

Legislation that is passed regarding fl exible hours 
is not a simple “magic bullet” as Hegewisch 
(2009:56) would put it. It will not suddenly enhance 
the taking up of fl exible hours by employers and 
employees. It is a gradual process. Th is concept 
of fl exible working arrangements might be 
considered if both employer and employee would 
potentially benefi t from it. Th is would depend on 
the employer’s reasonability when considering 
accommodating the employee in this manner. 
Reasonable accommodation is described by 
Bernard (2014:288) as “any modifi cation or 
adjustment to a job or the working environment 
that will enable a person to have access to or to 
participate in employment.”

Patrick and Kumar (2012:1) found that aft er a 
fi rm had decided not to grant fl exible working 
arrangements, three-quarters of the employees 
decided to leave that fi rm. In addition to this, 
the performance of one fi ft h of the employees 
who stayed deteriorated. Employees will have 
the freedom to attend to personal matters if the 
concept of fl exible hours is at their disposal, 
instead of having to cope with the negativity of 
concerns over unresolved personal issues while 
ring-fenced by a fi xed-hour working day. Research 
done by Ernst and Young in collaboration with 
the institute SKOLKOVO, confi rmed that staff  
whom companies would like to retain, valued 

work-life balance, yet this was not provided for 
by the companies (Caligiuri, 2014:29).

PROBLEM STATEMENT 
Many international businesses have started 
to adopt the concept of fl exible working 
arrangements in the belief that it provides 
business benefi ts. It also speaks of improved 
work-life balance for workers. Th ere are studies 
which do provide information such as the use 
of fl exi-time in South Africa. However, there is 
little information about its implementation and 
value as a contributor to South African managers 
and employees. Th e few studies that have been 
conducted regarding fl exi-time in South Africa 
focus on typical work patterns (Greef & Nel, 
2003) as effi  ciency measures rather than tools 
for enhancing employee WLB. South African 
research has ignored the application of fl exi-time 
as a WLB policy, as well as its potential benefi ts, 
challenges and consequences for both South 
African organisations and employees (Dancaster, 
2006). Th ere may not be a sound understanding 
of the concept and its application in small to 
medium fi rms within the accounting industry.

Following the research problem, the subsequent 
research question was asked:

• Do managers prefer fl exible working 
arrangements as opposed to fi xed hours? 

Th e objective of the study was:

• To determine whether managers would prefer 
permitting fl exible working arrangements as 
opposed to fi xed hours. 

LITERATURE OVERVIEW 
Th e following section entails defi nitions of 
important terms and an overview of pertinent 
views with respect to fl exible working 
arrangements. Th ere are diff erent types of fl exible 
working arrangements, namely: fl exi-time, 
compressed hours, job-sharing, part-time and 
telecommuting.

Flexi-time is a concept permitting employees 
to choose the starting time and fi nishing time 
of their workday. It is oft en the case that these 
employees are expected to be at work during a 
set of core hours, meaning that they are able to 
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alter their times on either side of these core hours 
(Al-Rajudi, 2012:9). Th e term compressed hours 
refers to a concept whereby employees work 
fewer, yet longer days. Th is would mean that a 
fi ve-day week is “compressed” into four days (Al-
Rajudi, 2012:10). An example of this is working 
four days containing ten hours of work or three 
twelve-hour days (Latona, 1992:71).

Job-sharing is a plan whereby two people 
voluntarily portion the responsibilities, the 
remuneration and the benefi ts of one full-time 
position, each working part-time on their tasks 
(Al-Rajudi, 2012:12).

According to Whyman and Petrescu (2015:1) 
something positive associated with job-sharing is 
the fact that it is related to having a smaller chance 
of having permanent-employee redundancies.

A part-time arrangement entails a decrease 
in the employee’s working hours (Al-Rajudi, 
2012:11). Women are said to participate in 
this more oft en than men as there is evidence 
that women enjoy a greater sense of work-
life balance when making use of the part-time 
fl exible working arrangements (Montero & Rau, 
2015:370). Telecommuting refers to an employee 
working at home, in a satellite offi  ce or even 
within a customer’s space for either the entire 
week or part of it (Al-Rajudi, 2012:11). Jafroodi, 
Salajeghe and Kiani (2015:110) confi rm that when 
telecommuting, workers do not have to go to a 
particular “workplace” as a result of the electronic 
infrastructures currently at their disposal.

Dancaster and Baird (2016:456) confi rm that 
FWAs are a manner in which aid is provided 
by a manager to an employee, which in eff ect 
allows for a greater sense of control, over events 
in individuals’ work and private lives. In other 
words, a better work-life balance is then possible 
as a result of FWAs. An important point of 
departure when deciding on FWAs and how they 
will fi t into the business entails undertaking a 
“needs assessment” of the employees and fi nally 
establishing the fl exible practices that would best 
meet those needs. An increase in the number of 
employees in the workplace has caused greater 
challenges with respect to:

• Th e retention strategies within businesses, 
as women have brought to the fore new 
challenges regarding personal issues that 
crave attention. 

• Th ose who have disabilities and cannot fi t into 
the normal workday schedule. 

• People who share family related 
responsibilities. 

• Th ose who are interested in furthering their 
education (Dancaster and Baird, 2016). 

In order to address matters relevant to the study 
of fl exible working arrangements, the following 
advantages were considered:

Organisational commitment: Albdour and 
Altarawneh (2014:194) describe organisational 
commitment as a desire within an individual to 
contribute to the growth of a business by exerting 
the eff orts and doing the work required to fulfi l 
this. Th e reason that employees are satisfi ed, roots 
from the fact that fl exible hours are available. 
Perceived availability of schedule fl exibility may 
also infl uence organisational commitment. A 
survey involving 443 women, showed that those 
who perceived that their organisation off ered 
fl exible working hours reported higher levels of 
organisational commitment than those who did 
not, regardless of whether they worked fl exibly. 
(De Menezes & Kelliher, 2011:461).

Job satisfaction and well-being of employees: 
Positive emotional states that infi ltrate work 
and non-work aspects of an employee’s life can 
increase an individual’s feelings of well-being 
and self-effi  cacy (Timms, Brough, O’ Driscoll, 
Kalliath,,Siu, Sit & Lo, 2014:2). According to 
Hans, Mubeen, Mishra and Al-Badi (2015:56), 
employees experience unhealthy levels of anxiety 
when they feel that they do not have control over 
the balance between work and life. Inevitably 
this leads to a decrease in the quality of work 
produced. Occupational stress aff ects one’s 
health and one’s effi  ciency related to work. Th ese 
are crucial to refi ning psychological well-being 
and decreasing stress, according to Robertson 
(2017:16). Th e newest research advises that 
allowing fl exible working is the ultimate way to 
lessen the undesirable outcomes of commuting 
(Paton, 2017:4). Th ese incentives might be a 
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signifi cant retention tool to house employees 
who displayed an increase in turnover compared 
with two years ago in three of the four largest fi rm 
sizes represented in the survey (Tysiac, 2017a). 
It is made clear that money, working hours and 
job satisfaction play a collaborative role in a 
resignation. Th erefore, proper time usage, growth 
in productivity, balance between work and 
personal life and increased job satisfaction are 
some of the advantages of implementing FWAs 
(Dizaho, Salleh & Abdullah, 2017:456).

Cost eff ectiveness: Although fl exible employees 
would work fewer hours, there is no indication 
that their “fl exible” position makes them less 
committed to their work and thus less prized 
in the company than their full-time colleagues 
Cascio (2000:81). In fact, seeing that anxiety 
and fatigue levels are lower for those who work 
fl exible hours, it may be assumed that FWAs in 
the workplace are a valuable management tool 
for retaining employees’ eff ort and engagement 
in the long run. When FWAs are forced upon 
employees, the constructive eff ect of FWAs will 
be decreased (Johnson, Shannon & Richman, 
2008:233). It is vital to do a cost benefi t analysis 
in order to establish whether the cost in relation 
to benefi t of FWAs is worth it (Smeaton, Ray & 
Knight, 2014:20).

If suitably designed and enabled, FWAs are 
vital for the fl exibility and success of fi rms in 
their entirety. FWAs aid fi rms to fi ne-tune more 
eff ectively to the present dynamic economic and 
market demands, by letting employers handle 
workload variations and decreasing overtime 
costs (Goudswaard,Verbiest, Preenen, & Dhondt, 
2013:19). Williams (2017) accentuates that if a 
manager believes that people are lazy, unreliable 
and untrustworthy and that the only reason they 
are working is to earn money, that is the attitude 
with which he will manage them.

Th e workforce is protected by labour law: 
Grobler and De Bruyn (2011:76) maintain that 
the South

African government should make an attempt to 
provide for FWAs specifi cally in its legislation 
so that many more fi rms may make use of the 
concept. According to Dancaster and Baird 

(2016:457) legislative provision regulating 
FWAs in South Africa is weak and managers 
are therefore less inclined to make provision for 
FWAs. Frail company support in South Africa 
for FWAs does not contribute to individual 
businesses voluntarily adopting the use of the 
policy either. Th e government in fact considers 
the need for FWAs as a private matter within 
fi rms. Legislation pertaining to FWAs in South 
Africa has been found inadequate.

Small to medium accounting fi rms: Th is study 
referred to smaller fi rms in the accounting 
industry. Th e services rendered by the businesses 
within this industry comprise, in no particular 
order, the rendering of services with respect to 
auditing, tax, vat, the formation of companies, 
the amendment of companies, company 
secretarial activities, fi nancial planning, business 
consulting, estate planning, payroll management 
and accounting. According to Mahembe, 
Chiumya and Mbewe (2011:24) small to medium 
companies are registered businesses consisting of 
fewer than two hundred and fi ft y employees.

RESEARCH METHODOLOGY 
Th e qualitative approach was appropriate for this 
research as the researcher wanted to examine 
a specifi c phenomenon, namely managers’ 
experience with respect to fl exible working 
arrangements in the fi nancial accounting service 
industry within SMEs in the Cape Town region. 
Qualitative studies are suitable for researching 
those attitudes and behaviours best understood 
within their ordinary surroundings. (Babbie & 
Mouton, 2012:270). Th e interpretive paradigm 
was selected for this research as interpretivists 
confi rm that the knowledge they develop imitates 
their specifi c aims, culture, experience and 
history (Weber, 2004:vi). Following the selection 
of the interpretive paradigm, qualitative methods 
were employed for this research, as the researcher 
wanted to examine a specifi c phenomenon, 
namely managers’ experience with respect to 
fl exible working arrangements in the fi nancial 
accounting service industry within SMEs in 
the Cape Town region. Qualitative studies are 
suitable for researching those attitudes and 
behaviours best understood within their ordinary 
surroundings. (Babbie & Mouton, 2012:270).
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Sample decision, a population in theory is an 
aggregation of research elements as seen by Babbie 
and Mouton (2012:173). Th e population for this 
study consisted of top and middle managers in 
the fi nancial accounting service industry in the 
Cape Town region. Th e sample according to 
Tuckett (2004:49) is of the opinion that sampling 
in qualitative research relies on small numbers 
with the aim of researching in depth detail. Th e 
sample for this study consisted of 13 managers 
from seven fi rms in the fi nancial accounting 
service industry. According to Guest, Bunce and 
Johnson (2006:74), data saturation is reached 
aft er the twelft h interview as no new or additional 
data are usually obtained aft er this. For the sake 
of identifying each respondent without exposing 
his/her true identity, each one was given a code 
name that consists of a letter from the alphabet 
and a number.

Th e letters from the alphabet replace the fi rm’s 
name and the numbers, one, two and three, 
refer to top, middle (human resource managers) 
respectively. Pertaining to the above-mentioned 
fi rms, the reality is that there are functions 
that overlap as we are dealing with SMEs. Th is 
insinuates that consideration is given to the fact 
that two to three functions are at times performed 
by the same person, depending on the fi rm. Th is 
was found in fi rm C, D, E, and G. FWAs, as 
depicted in Figure 1.

Zikmund (2003:435) believes that the “data-
collecting stage is crucial, because the research 
project is no better than the data collected in the 
fi eld”. Th e thirteen respondents were asked open-

ended, semi-structured questions contained 
within a qualitative survey, in a prearranged 
interview. Data analysis is about interpreting 
what has been said in terms of the research 
questions and existing literature (Dahlberg & 
McCraig, 2010:155). Upon completion of the 
interviews, the data were transcribed, and the 
process of analysis was completed. Th e analysis 
is not just ‘getting a sense’ of the data, but 
rather making sense of data and creating new 
meanings (Dahlberg & McCraig, 2010:156). In 
this study, the data collected were prepared by 
professionally transcribing the data that emerged 
from the interviews conducted. Once this had 
been done, the data could be analysed (Saunders 
Lewis & Th ornhill, 2009). Qualitative data can be 
analysed by means of tools such as categorising, 
summarising and structuring data. For the 
purposes of this study, data were analysed using 
the summarising method

FINDINGS AND CONCLUSIONS 
Th e following section provides discussions on the 
fi ndings by linking the empirical results with the 
literature fi ndings.

Sample: Th irteen respondents were purposively 
and conveniently selected from seven small and 
medium accounting fi rms in the Cape Town 
region:

• Th e position held in the fi rm: Ten of the 
respondents were middle management and 
three were top management. 

• Gender: Eight of the respondents were female 

FIGURE 1: DIAGRAM ILLUSTRATING THE SAMPLE SIZE
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and fi ve were male. 
• Age: Ten of the respondents were aged 

between thirty and forty-three years. Th ree 
respondents were aged fi ft y and above. 

• Educational qualifi cations: Five respondents 
had obtained a Bachelor’s degree and one 
was still in the process of completing his/
her Bachelor’s degree. Two respondents had 
BCom degrees. One respondent had obtained 
his/her Master’s degree. Two respondents had 
diplomas in Accounting, one respondent had 
a BCom degree in Industrial Psychology and 
Business Economics. One respondent had a 
certifi cate in Cost Management Accounting 
and was busy with a diploma in Financial 
Accounting. 

• Number of years of experience in the industry: 
Th e majority of the respondents had been in 
the accounting industry for between seven 
to sixteen years. One of the respondents had 
been in the accounting industry for twenty-
three years. 

Dimensions: In order to enhance the meaningful 
analysis of the data collected, the feedback from 
respondents’ answers has been categorised into 
two dimensions. Each dimension constitutes a 
number of questions posed to the respondents. 
Th e responses to the questions make up the 
substance of the dimensions.

Dimension one: Th e infl uence of employees’ 
supports for FWAs 
Four questions were posed in relation to this 
dimension. Questions one and two were answered 
in conjunction as the main aspects in these two 
questions, namely remuneration and promotion, 
were considered inseparable by respondents. Th e 
responses to these were concluded as follows:

i. Do you feel that employees who opt to 
make use of the FWAs, knowing that their 
remuneration will be aff ected, will have a 
negative implication on productivity? 

ii. Do you feel that employees who opt to 
make use of the FWAs, knowing that their 
promotion will be aff ected, will have a negative 
implication on productivity? 

Th is question presented factors that might be 
aff ected by choosing to make use of FWAs. 

Th e particular factor of interest in the fi rst 
part of the question was remuneration. Two 
respondents said that the matter pertaining to 
remuneration had to be discussed beforehand. 
Th ree respondents could not understand why 
remuneration should be aff ected in any way. 
Th ere were three managers who expected 
employees to have an understanding of the term 
‘cost-benefi t’. Th ese respondents also expected 
employees to understand that there might be a 
price to pay in exchange for the benefi t of FWAs. 
All respondents answered in the affi  rmative to the 
question relating to remuneration.

Regarding the question relating to promotion, 
eight respondents responded in the affi  rmative 
and one said it would have no impact. RA3 
mentioned that it depended on the employee, 
RB3 stated that promotion should be discussed 
beforehand, RF1 mentioned that if a person was 
good enough to be promoted, he/she should be 
and RE1 said that to some people promotion was 
not that important. Kossek, Ollier-Malaterre, 
Lee, Pichler, and Hall. (2015) state that there 
are instances where, although there are policies 
pertaining to remuneration and promotion, 
employees could encounter an unenthusiastic 
reaction when asking managers to make use of 
FWAs as the attitude of the fi rm does not off er 
the relief by safeguarding compensation or 
possible promotion. Th is is refl ected in responses 
from the respondents who provided opinions on 
promotions and remuneration.

El-Rjoudi (2013:490) confi rms the response 
from respondent RB3 that it is wise to make a 
purposeful attempt to ensure that employees are 
informed of and aware of available FWAs and 
the terms of promotion. Th is study found that 
employees are less willing to make use of FWAs 
if they suspect that the policy of promotion may 
impact on their careers in a negative way.

Th e crucial aspect, according to Goudswaard 
et al. (2013:29), is the existence of mature 
employment relations between employer and 
employee. Th e readiness to negotiate fruitfully is 
vital. Th e manager should have the ability to have 
a mature discussion with the employees as well as 
the ability to design the working hours as capably 
as possible. Th e best remedy for this seems to 
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be a mature employee-employer discussion 
(Goudswaard et al., 2013:30). Two respondents 
said that the matter pertaining to remuneration 
must be discussed beforehand. Goudswaard et 
al (2013) confi rm these responses by stating that 
readiness to negotiate successfully is vital.

Five managers answered in the affi  rmative to the 
question regarding remuneration. Kossek et al. 
(2015) confi rms that employees could experience 
an unenthusiastic approach when asking 
managers to make use of FWAs as the attitude of 
the fi rm does not off er possible advancements. El-
Rjoudi also confi rms the respondents’ opinions 
by stating that employees are less willing to make 
use of FWAs if they suspect that the policy will 
have a negative impact on their careers.

iii. Do you think that feelings of unfair treatment 
are evoked if employees perceive that the 
availability of FWAs is not off ered fairly to all 
employees and that this will have a negative 
implication for productivity? 

Seven respondents acknowledged that it would 
evoke feelings of being treated unfairly and 
consequently infl uence productivity. RB1 also 
said that consideration should be given to the 
fact that some lines of work allowed for FWAs, 
whereas others did not. Respondent RB3 was of 
the opinion that the option to make use of FWAs 
should be given to everyone. It was interesting to 
note that RB3 did not seem to share the views of 
RB1 with respect to giving consideration to the 
type of work that had to be done. Respondent 
RC3 also reverted to the fact that the nature of 
the type of work had to be evaluated and once this 
had been done, in-house deliberation had to take 
place in order for a decision to be made.

iv. Do you think that increasing stress in the 
work environment has a negative implication 
for productivity? 

Five respondents replied in the affi  rmative, 
adding that they thought that increasing stress 
in the working environment might have a 
negative implication for productivity. Garnero, 
Kampelmann and Rycx (2014:928) state that 
part-time jobs may permit employees to utilise 
their daily times more eff ectively and decrease 
the volume of stress, possibly leading to increased 

performance. According to Hans et al. (2015:56), 
employees experience unhealthy levels of anxiety 
when they feel that they do not have control over 
the balance between work and life. Inevitably this 
leads to a decrease in the quality of work they 
produce. Occupational stress aff ects one’s health 
and one’s effi  ciency related to work.

Seven respondents disagreed and mentioned 
that they actually worked harder and were more 
motivated in a stressful environment. Th ey also 
felt that stress levels had to be manageable. It was 
said that subjecting employees to pressure could 
increase productivity. However, it was mentioned 
that if employees were put under pressure for 
longer periods, for example a month, they would 
become less productive.

El-Rjoudi (2013:491) mentions that a challenge 
that may arise pertains to setting up boundaries 
for family members at home and creating a 
conducive working environment. Th is may mean 
that employees who do make use of FWAs may 
report high degrees of stress. According De 
Menezes and Kelliher (2011:462), those working 
remotely were found to experience more role 
confl ict as a result of concurrent demands from 
work and home.

Dimension two: Th e infl uence of managers’ 
support towards FWAs on employees 
Five questions where posed in relation to this 
dimension and the responses to these were 
concluded as follows:

i. Would you say that workers who prefer not to 
make use of FWAs are more dedicated than 
those who prefer to make use of FWAs? 

Ten respondents were of the opinion that workers 
who preferred not to make use of FWAs were 
not necessarily more committed than those who 
preferred to make use of FWAs. RC3 felt that 
workers who did not make use of FWAs were more 
committed than those who did. RF3 focused on 
the result, not on how it was achieved. RD1 was 
of the opinion that workers who preferred not to 
make use of FWAs were more committed than 
those who opted for FWAs, one of which was the 
same respondent who had been negative towards 
FWAs from the beginning.
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Research by El-Rjoudi, (2013:492) shows that 
50.52% of the employees’ sample disagreed with 
the following paragraph “Managers believe that 
employees who are not inclined to support FWAs 
programmes are more committed to their jobs 
than the benefi ciaries of these programs.” Th is 
research established that making use of FWAs 
increases commitment, dedication to company 
goals and a lower degree of absenteeism among 
employees. Ten respondents were of the opinion 
that workers who preferred not to make use of 
FWAs were not necessarily more dedicated than 
those who preferred to make use of FWAs and El-
Rjoudi confi rms this.

As per the views of Cech and Blair-Loy (2014:103), 
respondents’ perception that making use of work-
life policy sustained undesirable repercussions in 
their workplace, was defi nitely connected to their 
perception that mothers and fathers were seen in 
their workplaces as less dedicated. Th is author 
states that making use of work-life policy sustains 
undesirable repercussions in their workplace and 
this contradicts the ten respondents’ opinions as 
the ten respondents said that those who did not 
make use of the FWAs were not necessarily more 
committed than those who made use of FWAs.

ii. Do you agree that female managers are more 
in favour of FWAs than males in a managerial 
position? 

Twelve of the respondents were of the opinion 
that female managers were more in favour of 
FWAs than males in a managerial position. Th is, 
according to respondents, had to do with the 
role of women in society and the heavy family 
responsibility placed on women. Only one of the 
respondents had no idea as to whether female 
managers were more in favour of FWAs than 
males. Female managers remain more supportive 
of FWAs by 50.58% in relation to the particular 
sample as confi rmed by El-Rjoudi (2013:492). 
Johnson et al. (2008:233) state that most people 
who make use of FWAs are likely to be women. 
Th is confi rms the twelve responses.

iii. Do you agree that by implementing FWAs 
employees do not share capabilities as oft en as 
they would otherwise and therefore this would 
have a negative eff ect on their productivity? 

With respect to this question, respondents made 
it clear that control over employees would not 
be lost if suffi  cient control measures and in-
house structures were put in place. Th ey agreed 
that control over employees all depended on 
the type of control measures applied to monitor 
employees remotely. Four respondents agreed 
that by implementing FWAs employees did not 
share capabilities as oft en as they would otherwise 
and therefore this would have a negative 
eff ect on their productivity. Five respondents 
mentioned that there were challenges with 
regard to interacting and communicating and 
there were many mediums of communication 
available to overcome such challenges, but if 
not applied correctly, these had a negative eff ect 
on productivity. Th ree respondents felt that by 
implementing FWAs employees did not share 
capabilities as oft en as they would otherwise and 
therefore this would have a negative eff ect on their 
productivity. Respondent RF2 was of the opinion 
that it would not have a materially negative eff ect 
on productivity.

Satisfying an individual’s important work-related 
requests and prospects is the core aim of Human 
Resource Management so as to sustain content 
and dedicated workers with a desire to contribute 
towards their capabilities and reduce turnover 
and non-attendance (Sharabi, 2017:1318). Seven 
of the respondents agreed that as a result of the 
implementation of FWAs employees would not 
share capabilities as oft en as they would otherwise 
and FWAs would thus have a negative eff ect on 
productivity. Sharabi contradicts the opinions of 
these seven respondents.

It could be rational to suppose that FWAs may 
complicate a few of the fundamentals of the 
tasks that managers have to see to and that it 
may take time to establish that energies exerted 
to implement FWAs are acceptable and in 
harmony with earnings received. Training may 
have an infl uence on pacifying fears, and so 
can confi rming that eff orts to implement FWAs 
will be rewarded (Sweet, Pitt-Catsouphes & 
James, 2017:66). Five of the respondents felt that 
despite a fear that implementing FWAs would 
result in employees not sharing capabilities as 
oft en as they would otherwise, the negative 
eff ect on productivity could be overcome by 
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technology. Sweet et.al. / (2017:68) confi rms the 
aforementioned respondents’ opinions by stating 
that training may have an infl uence on pacifying 
fears.

Providing the signifi cance of employees to the 
growth of unique resources and capabilities, 
the quest for strategies grounded in the unseen 
requires consideration to extreme performance 
work practices namely FWAs that generate job 
satisfaction and increase employee dedication. 
Kotey (2017:457) recommends that SMEs that 
seek competitive advantage grounded in superior 
human capital should off er FWAs to their staff .

According to Kotey (2017:365) SMEs that 
accentuate innovation will provide fl exible 
leave arrangements sparingly, possibly to evade 
interruptions to the innovative progression from 
extensive leave. Findings specify that workers in 
big fi rms are likely to be permitted to make use 
of FWAs, whereas that is not the case for 60% 
of people working for SMEs. Th e accessibility of 
FWAs in SMEs is driven by business magnitude 
and expenses, the industry of operation, skills 
needed, and the strategies followed. In a time 
of escalating job pressure, where workers and 
governments are worried about workers’ health 
and family consequences at work, particular 
intercession is needed to help SMEs deprived of 
the resources to off er workers the required FWAs, 
as is the case in big fi rms.

iv. Do you feel that FWAs will not work for 
managers in top positions as they have too 
many obligations in the company? 

Responses to this question confi rmed the 
importance of thorough planning for the 
successful implementation of FWAs. Th ere were 
not many clear-cut answers as managers agreed 
that making this decision was circumstantial 
and depended greatly on the structures that had 
been put in place as a result of the planning done. 
Seven respondents agreed that if “in-house” 
structures were in order, FWAs might be applied 
successfully within a fi rm.

Two respondents felt that there were a lot of 
challenges involved that might have a negative 
impact on productivity and that planned 
structures needed to be in place. Kossek, et al. 

(2015:22) state that although there are policies 
that permit FWAs to be used, the inability to 
implement FWAs eff ectively may be attributed 
to managers’ “support” not being entirely 
understood, or it may be that their philosophies 
are not fully in line with the structures contained 
by the fi rm.

Four respondents emphasised the fact that 
one could not immediately ask a manager for 
assistance if he/she was not on site, and therefore 
felt that managers needed to be at the offi  ce. 
According to Cooper and Robertson (2003:12) 
it is more diffi  cult for managers to work fl exibly, 
specifi cally where there are long working hours 
involved. Managerial or supervisory tasks cannot 
be performed fl exibly. Sharabi, (2017:1312) has 
found that although managers have the greatest 
control over their own working hours, they are 
burdened the most. Th ey frequently use FWAs to 
put in more rather than fewer hours.

v. Do you think that there is a reduction in 
control over employees who make use of FWAs 
and that it has a detrimental consequence for 
the company? 

When this question was posed, all but one 
respondent mentioned the importance of control, 
communication, measuring tools, boundaries, 
reporting and trust. Th is one respondent 
disagreed emphatically. Th is is closely refl ected 
by Goudswaard et al., (2013:19) who mention 
that a particular aspect that plays a vital part in 
thoroughly enabling FWAs, is a mature discussion 
between employees and the employer. In this 
case both parties consider each other’s welfare 
grounded in trust, justice, and respect; and Cascio 
(2000:88) states that clear lines of communication 
between managers and employees are vitally 
important to successful implementation.

El-Rjoudi (2013:492) places the emphasis on 
managers’ fear of losing control over employees. 
Th e lack of support for FWAs is justifi ed by this 
particular fear of loss of control. Berkery, Morley, 
Tiernan, Purtill and Parry (2017:170) state that 
it is evident that FWAs can improve effi  ciency. 
When staff  members are provided with the 
freedom to decide how and when they may spend 
their time, they will usually work during their 
most productive hours, allowing employees to 
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pay attention to non-work demands during the 
workday.

MANAGERIAL IMPLICATIONS 
Although there was considerable support by 
the respondents regarding the need for FWAs, 
this support did not always transform into the 
implementation of FWAs. As a result, the benefi ts 
such as fl exible working hours and higher 
productivity that might be reaped from FWAs 
were not being exposed to their full potential. 
Th is might indicate a lack of understanding of the 
benefi ts of FWAs.

Kotey (2017:356) is of the opinion that 
employers should off er proper explanations for 
declining FWAs, such as unnecessary expenses, 
noteworthy decrease in effi  ciency, undesirable 
eff ect on purchaser service and defi ciency of 
capacity to facilitate the request. Instead of utter 
refusal, the government encourages employers 
to deliberate and talk about FWA needs with 
staff  to reach reciprocally advantageous results. 
Benefi ts relating to a decrease in absence and 
turnover, and progresses in job gratifi cation, 
work commitments and productivity are used 
to encourage employers to make provision for 
worker requests for FWAs.

It is imperative to acknowledge that the admission 
of FWAs in fi rms requires involvement of 
managers, who play a crucial part in infl uencing 
admittance to FWAs. Although fi rms have 
offi  cial policies that allow FWAs, managers act as 
“doorkeepers” and make choices that may limit 
admission and, in some settings, even punish use. 
Inversely, managers are able to use decisions to 
off er admission even if there is no policy.

As a result, it has been recommended that the 
attitude of managers towards FWAs can be as 
signifi cant as offi  cial policies in deciding the 
circumstances in which FWAs become truly 
operational. While the individual interests 
of managers are serious determinants in the 
accomplishment of the transformation of fi rms, 
it is currently still not known what may oblige 
managers to have confi dence in the fact that 
FWAs would be positive for their workers or for 
their fi rm.

RECOMMENDATIONS 
Idris (2014:75) points out that businesses that 
have FWAs available to accommodate employees 
have an “edge” as prospective employees who 
are qualifi ed and who do not wish to make use 
of traditional working hours. Respondents 
could not determine why FWAs would motivate 
employees excel in their present employment. Th e 
closest answer to a defi nite positive response was 
that it depended on individuals and their natural 
inclination towards wanting to improve their 
abilities once they had been granted the liberty 
of making use of FWAs. Th e type of person who 
was granted the freedom to use FWAs played 
a signifi cant role and consequently granting 
this freedom was a risk that the employer and 
manager had to take. Respondents made it clear 
that trustworthiness became important at this 
point and was revealed as the concept of FWAs 
was put to trial.

Future studies would benefi t from topics relating to 
the nature of diff erent types of personalities within 
the workplace and employees’ understanding 
of responsibility versus accountability. Negative 
implication for productivity if employees who 
opted to make use of the FWAs knew that 
possibilities of promotion could be hindered as 
a result of their choice. However, it should be 
noted that managers should make it clear that 
levels within the workplace allowed for greater 
advantages and benefi ts and that concept should 
be grasped.

Collectively managers felt that to an extent stress 
might enhance productivity, but should stress 
become uncontrollable or extreme, it had to be 
addressed and attended to immediately. Managers 
should realise that in relation to trust and the 
personality of their employees they needed to be 
very careful to implement FWAs fairly in order 
not to evoke feelings of unfair treatment amongst 
employees.

Th e employee should have a clear understanding 
that being productive within a FWAs setup 
remained top priority and that the employee 
owed it to the employer to respect stipulated 
times and frameworks. Th is should ensure 
mutual enhancement in terms of productivity on 
the part of both the employee and the employer. 
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It is vitally important for the employee to have a 
fi rm understanding of this.

Th e majority of respondents thought that female 
managers were more in favour of FWAs than 
males in managerial positions. It was felt that 
managers should bear in mind that the challenges 
relating to communication was a reality. Th e 
main point emerging from responses was that 
excellent structures had to be in place to monitor 
and control what was happening from a distance, 
should managers not be at the offi  ce. Secondly, in 
conjunction with these control measures, effi  cient 
and eff ective planning was essential, according 
to managers. In many instances, respondents 
made it clear that if these were in order, FWAs 
for top managers might be successful. Aspects 
such as control measures that had to be in place 
and communicating effi  ciently with employees 
came across as vitally important in facilitating the 
workability of FWAs.

Future studies could add value by exploring 
what “dedication and commitment” within the 
workspace entailed. Another pertinent point 
that came across was the role of females in 
society and the impact of females on the working 
environment and vice versa. Communication, 
relevant infrastructure, planning and control 
measures in terms of facilitating FWAs as a topic 
for a study could add immense value to further 
research. Th ese topics might have value when 
investigated individually or in conjunction with 
one another because of their overlapping nature.
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ABSTRACT 
Field: Entrepreneurial career paths of creative 
persons.

Research purpose: To explore the career path of 
an artistic creative entrepreneur who employed 
others.

Motivation for the study: Artistic Creatives’ 
career paths and values make them reluctant to 
employ others. Th e study explores conditions 
under which an artistic creative employed others.

Research design, approach and method: Th e 
Critical Incident Method was used to interview an 
artistic creative entrepreneur who has employees. 
Th is was used to understand career paths and 
factors guiding career decisions.

Main fi ndings: Th e artistic creative never planned 
her career, but was guided by life events. Th e 
artistic creative made entrepreneurial decisions 
such as employing other people, expanding the 
business and automating for economic reasons. 
Despite the typical aversion of creatives to employ 
others, and the desire to work autonomously 
in becoming creative entrepreneurs, the artist 
realised her childhood dream of becoming 
famous, which is enough motivation to continue 
the business despite its challenges and address 
status as career value.

Practical implications: Artistic creatives may 
have to compromise on their typical values of 
autonomy and professional development, as well 
as the low motivation for monetary earnings, in 

order to make entrepreneurial decisions based 
on fi nancial considerations. Employees with 
complementary skills, such as managerial and 
fi nancial skills, contribute to success.

Contribution: Th is study contributes to knowledge 
concerning career paths and decisions of artistic 
creative entrepreneurs.

Keywords: Artistic Creatives, Career Options, 
Entrepreneurship, Deployment of Creativity.

INTRODUCTION 
Th e term “creative entrepreneurship” is used to 
describe the business activity of entrepreneurs 
who operate and belong to the creative industries 
(Bujor & Avasilcai, 2016). A creative entrepreneur 
is defi ned as “the founder who establishes and 
remains in charge of a business in a creative 
industry” (Chen et al., 2015:906). Artistic creative 
people as a type of creative entrepreneur can deploy 
their creativity either through employment, or by 
becoming an entrepreneur. Gibson-Tessendorf 
and Pearse (2016) determined fi ve entrepreneurial 
career paths, namely: 1) work alone, 2) employ 
others, 3) outsource production, 4) automate 
production, or 5) work within a network of 
creative people. Th is research explores the career 
path taken by a creative person in becoming a 
successful artistic creative entrepreneur, who also 
employs others.

Literature oft en refers to the aversion of creative 
persons to employ others (Jaussi and Benson 
2013, Parkman et al. 2012) partly due to creatives 
spending their time on their creative work, 
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rather than leading others and partly due to 
the perception that creative people struggle 
to lead (Miran et al., 2004, Vessey et al., 2014). 
Th is research investigated an artistic creative 
who strived to overcome these challenges. Th e 
criteria for the identifi cation of an artistic creative 
entrepreneur for this study is someone who 
has established a business and employs other 
creatives, as well as having to manage them as 
employees. Th e entrepreneur selected for this 
research is not only a well-known, internationally 
recognized artist, but is the owner of a business 
that off ers a variety of diversifi ed products and 
services related to her Art.

Th e research sought to determine the career 
path pattern followed by the artistic creative 
entrepreneur, as guided by her diff erent values 
(Chu et al., 2015). Th is research partly addressed 
the gap in literature regarding artistic creative 
entrepreneurs and the infl uence of values on a 
decision to employ other creative persons.

ARTISTIC CREATIVE ENTREPRENEURS 
WHO EMPLOY OTHERS 
Artistic Creatives use their values to guide their 
decisions, including their career decisions. Th ese 
values also guide creatives when they become 
entrepreneurs, especially as they start to employ 
other creatives.

Career paths – creative entrepreneurs and 
values that guide them 
Gibson-Tessendorf and Pearse (2016) developed 
fi ve business options that artistic creative 
entrepreneurs have in their business. Th e creative 
arts industries include architecture, design 
(Jones et al., 2016), performing art, fi ne art and 
entertainment (Parkman et al., 2012) and can 
include science, engineering and technology 
(Grodach, 2010). A creative entrepreneur is 
defi ned as “the founder who establishes and 
remains in charge of a business in a creative 
industry” (Chen et al., 2015:906). In choosing to 
become a creative entrepreneur, the creative is 
guided by three major values, namely: autonomy, 
professional development and acknowledgement, 
and status and prestige (Gibson-Tessendorf and 
Pearse, 2016).

Firstly, autonomy is the perception of freedom 

from external constraints to the process of 
creating (Hoff  et al., 2012). When considering the 
value of autonomy, the creative entrepreneur is 
concerned with the creation and exploitation of 
creative or intellectual capital (Bujor and Avasilcai, 
2016). Th e desire for autonomy oft en leads to 
entrepreneurship rather than employment (Jaussi 
and Benson, 2012); therefore, preference is to 
work alone (Chen et al., 2015, Chu et al., 2015; 
Donald et al., 2013).

Secondly, professional development and 
acknowledgement focuses on the creative’s self-
actualization, which is experienced as career 
success (Chen et al., 2015). Self-development 
is very important to the creative (Jaussi and 
Benson, 2012) and is the primary focus of the 
creative entrepreneur to develop a wide variety of 
diff erent skills and experiences to enrich such a 
career (Rodrigues et al., 2015).

Th e third value of status and prestige is more 
important to the creative entrepreneur than 
money. Chu et al. (2015) and Chen et al. (2015) 
explain how important acceptance into the inner 
circle of the creative industry is to creatives as 
they ‘seek approval’ (Bridgstock, 2013), prestige, 
being known in the creative environments (Yi et 
al., 2015) and receiving recognition and status.

Advantages and disadvantages of being a 
creative entrepreneur
Based on how the artistic creatives’ values 
infl uence their decisions in becoming creative 
entrepreneurs, there are various advantage and 
disadvantages for such an entrepreneur, especially 
when expanding the business and employing 
others to work in the business. Th e advantages and 
disadvantages of being a creative entrepreneur 
vary according to the type of business set-up the 
creative chooses.

Advantages 
Autonomy is the fi rst advantage to being an 
entrepreneur and ideally, would mean the 
creative has limited rules, is free to create without 
limitations such as resources (Chu et al., 2015) 
and can work alone (Brydges & Hracs, 2019). Th is 
is shown in Table 1 below, where advantages and 
disadvantages of being a creative entrepreneur 
are compared. However, to expand the business, 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

465

which, in turn, will lessen resource limitations, 
the creative would need to employ others. Th is 
paper is aimed at understanding a creative 
entrepreneur’s experience in employing others.

As an alternative to employing others to work 
in the business, the creative can also outsource 
some work to specialists within their network 
and spend more time on developing their own 
craft  (Gregory & Rogerson, 2018). Th e general 
advantages of outsourcing include, “production 
effi  ciency, enhanced product and service quality, 
better process responsiveness and dependability 
and greater product variety and process variation” 
(McCarthya, Silvestre & Kietzmanna, 2013). 
McCarthya, Silvestre and Kietzmanna (2013) 
found that fashion is one of the industries where 
production outsourcing are highly suitable due to 
the information symmetry and capability fi t.

Furthermore, automation (Onnasch, 2015) of 
some operations achieves economies of scale 
and increases the business earnings, even though 
income is not highly valued by the creative 
entrepreneur. Working within networks as a form 
of creative entrepreneurship (Cheng, Chang & 
Lee, 2015) has an advantage of enhancing the 
creative entrepreneur’s professional status and 
prestige within the industry .

Disadvantages 
Being a creative entrepreneur is a disadvantage 
when the main reason for establishing a business 
is the necessity to earn a living (Oakley, 2014), 
rather than just practising the craft  and working 
autonomously. It brings about unnecessary 
pressure to earn a living from your craft .

Unfortunately, due to oversupply of artistic 
creatives and limited job opportunities (Wright, 
Marsh & Mc Ardle, 2019), entrepreneurship 
is sometimes the creative’s only choice. Since 
creatives do not always choose to become 
entrepreneurs (Bridgstock, 2009, Jaussi and 
Benson, 2012), there are solo entrepreneurs who 
might lack some management skills (Tremblay and 
Dehesa, 2016), compared to other entrepreneurs 
who have a high entrepreneurial intent.

A way to overcome managing a business and 
leading employees is to outsource some of the 

tasks the creative entrepreneur might have. A 
disadvantage to outsourcing is that the creative 
might lose control of the process of creating while 
creative processes are diffi  cult to transfer (Tschang 
& Goldstein, 2010), as is the case in the animation 
industry. Th e creative also typically fears that 
there might be the possibility that the quality of 
the product or service might be compromised. 
Th is might have a negative impact on the 
professionalism of the creative and ultimately 
aff ect status and prestige. Murray (2010) proposed 
that there should rather be collaboration of 
creative work between the designer and the 
manufacturer, instead of outsourcing.

Th e disadvantages of automation are: 1) it still 
requires skilled labour (Onnasch, 2015); 2) it 
usually involves employing other creatives; 3) 
inability to act on creative impulses during the 
process; 4) the diffi  culty of keeping products 
unique; changing the product or service regularly; 
5) mistakes cannot be easily identifi ed and rectifi ed, 
especially since the automation process is not 
always handled by the creative; 6) it oft en requires 
expensive equipment (Azevedo & Carvalho, 
2012) which requires the creative entrepreneur to 
produce excessive amounts of products to off set 
the start-up costs. Kvalnes (2019) raises a serious 
concern with regards to automation and creative 
industries; since it is a major employer in some 
countries, automation of too many aspects brings 
about major unemployment. Looking at this 
warning and the limited available employment 
in the creative industry necessitates debate on 
the matter, especially with regard to design and 
computer-aided design.

Th e last type of entrepreneurial work that creative 
entrepreneurs can consider is to employ others. 
Most disadvantages of automation (which usually 
involve employees) lead to creatives shying away 
from employing others, despite the potential 
advantages of doing so. Th is is not only due to 
the aversion of creative persons to employ others 
(Jaussi and Benson, 2012), but also due to the 
perception that creative people are not easy to 
lead (Miran et al., 2004, Vessey et al., 2014) and 
are oft en temperamental.

Since creatives form their networks through 
informal contact–a more social construct 
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with little separation between social and work 
boundaries (Gu, 2014) based on shared trust, this 
leads to creative identity rather commercial value. 
Brydges and Hracs (2019) found that designers 
did not network with other designers due to the 
logistical restraints.

Th is paper, thus aims to investigate how these 
values have infl uenced the creative entrepreneur, 
in establishing an entrepreneurial business that 
employs other people.

Research Methodology 
Aim of the Research. 
Th e aim of the research was: fi rstly, to explore 
the career path that was followed by an artistic 
creative in establishing and developing a 
successful entrepreneurial business through 
employing other people in the business; secondly, 
to identify critical incidents that shaped decisions 
made by the artist; thirdly; how the decisions and 
career path were shaped by typical characteristics 
and values of the creative; fourthly, the research 
investigated challenges experienced by the artist 
in managing the business and employees.

Method, Procedures and techniques 
Th is research employed the Critical Incident 
Technique (CIT) to determine why the creative 
entrepreneur made certain career decisions, and 
what career path was followed resulting in her 
establishing and developing an entrepreneurial 
venture. Th e Critical Incident Technique is ‘used 
to identify signifi cant events (Flanagan, 1954) 
and examine how they are managed’ from the 
perspective of the individual (Nassif et al., 2016). 
Cope and Watts (2000) used the CIT to analyse 
critical incidents from an individual perspective 
and their role within entrepreneurial learning 
through focusing on critical incidents in the 
history of the business and of the owner-manager 
as a focus. Nassif et al. (2016) also used this 
methodology for their entrepreneurial research. 
It has also been used previously to analyze critical 
situations experienced by a female entrepreneur 
(Durand, 2015). Guided by the work of these 
researchers, it is deemed an appropriate method 
to explore aims of this research. Th e paper 
analysed incidents related to the deployment of 
creativity by the entrepreneur, together with the 
decisions made by the entrepreneur in doing so.

Consistent with Louw et al. (2012) and Cope and 
Watts (2000), purposeful sampling was done to 
identify a participant who was both an entrepreneur 
employing other people and an artistic creative. 
Th e interviewer also used convenient sampling by 
choosing an artistic creative entrepreneur from 
personal networks. Th e research participant is 
the owner-entrepreneur of the business. It must 
be clearly stated that the participant, although 
female, was not chosen with any regard to gender 
diff erences in entrepreneurs and entrepreneurial 
intent, and data was not collected to address any 
such gender matters. It was due to convenient 
sampling that the artist is female.

Ethical clearance was obtained from Rhodes 
University prior to the research. Th e participant 
received an electronic information sheet prior to 
the interviews, and the contents were explained at 
the time of the interview. Th e participant signed 
a consent form.

Data was collected through semi-structured 
interviews (Durand, 2015; Louw et al., 2012), 
with a set of questions sent to the participant 
in advance. Interviews were conducted at the 
business location of the entrepreneur based on 
the most suitable date, time and location for the 
entrepreneur. Th e interviews were recorded and 
transcribed (Torres et al., 2015). Dependability 
was achieved by guarding against the researcher’s 
own theoretical position and biases, as well as by 
using electronic recordings of the interview data. 
Th e research participant endorsed the fi ndings 
through a feedback interview and electronic 
correspondence.

Nassif et al. (2016) state that qualitative 
data analysis of critical incidents consists of 
interpreting and analyzing the meanings of the 
data. It can also be interpreted through units of 
data to fi nd thematic components that help to 
defi ne the categories. Units can be constructed 
a priori (informed by a theoretical or conceptual 
framework) or a posteriori (individually prepared 
from the data or open categorization – resulting 
from the fi ndings). Coetzer et al. (2012) sorted 
the interview data into categories derived from 
research objectives. Th is research adopted an 
a priori approach and categorized the data as 
guided by the research aim.
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A limitation to this study is that only one artistic 
creative entrepreneur was interviewed. However, 
this forms part of a bigger research project where 
more creative entrepreneurs will be interviewed 
to obtain a better understanding of the career 
decisions and entrepreneurial intent of creatives.

FINDINGS 
Th e fi ndings in this section are based on answers 
obtained from the interview with the participant. 
Th e participant selected runs a studio, sells artwork 
prints, teaches classes and does motivational 
speaking. Furthermore, she has also established 
and leads community projects.

Firstly, the participant’s career path was 
established. Secondly, critical incidents that 
infl uenced and shape her career path were 
identifi ed. Th irdly, values of the participant 
were compared to those identifi ed in literature, 
namely; autonomy, professional development 
and status and prestige. Fourthly, challenges that 
the participant experienced in employing other 
people were also identifi ed.

Th e Career Path of the Participant 
Th e participant’s career started when she changed 
her study fi eld from education to art. Although it 
was not her fi rst choice, she was not disappointed 
because she had a keen interest in art aft er doing 
it as a subject in school. Th e art teacher organized 
a special workshop that sparked her interest and 
then she scored an A for Art in her matriculation 
year. Although she planned to become a teacher, 
when one of her parents passed away, it left  
her without fi nances to study. Th is was the fi rst 
Critical Incident. Not knowing what to do, she 
was advised to consider studying Design at the 
local College. Th ereaft er, she completed a Higher 
Diploma, followed by a Master’s degree. Th is 
created the base for a career as a lecturer and 
Head of Department for 20 years.

Th us, the participant studied art, became an art 
lecturer, head of department and then ventured 
into entrepreneurship.

Critical Incidents that Shaped the Career Path 
of the Entrepreneur 
Using the critical incident technique, the interview 
questions guided the participant to refl ect on 

critical incidents in her life that infl uenced her 
career path. Five critical incidents were identifi ed. 
Th ese took place over 30 years. Th e fi rst critical 
incident was when the participant had to change 
her fi eld to study art, aft er her father passed 
away. She could study art from home without 
leaving her remaining parent home alone. Upon 
completion of her studies, the participant started 
lecturing art, which progressed into her becoming 
the Head of the Art Department.

Th e second critical incident that infl uenced her 
career was related to her health:

“and then I got ………cancer, I had actually 
let go of all the creative [work] and I 
was now in senior management… It just 
sucked the light out of me because now I 
was sick. ….. I had a year off  … work “

While battling cancer, the participant was off ered 
a very senior academic position:

“…..and I thought about it because 
in those days it was a lot of money.”

Despite income considerations a senior position 
might bring, the participant turned down the 
prestigious high-paying job in favour of a new 
career direction of becoming an entrepreneur. 
Turning down this job meant ending decades of 
her career in academia, as well as a regular salary 
with medical benefi ts, but she felt convinced that 
this would bring about a positive change in her 
lifestyle and make her a more balanced person.

“Well, it was that or I was going to die… 
I did not know what I was going to 
do. …. I wanted to teach something. “

Once the participant made a decision to become 
an entrepreneur, the next critical incident was 
when she obtained funding to start her business.

…….I got some help fi nancially, and then yoh! 
built this whole place [pointing at the venue 
with studio, exhibition hall, refl ective garden, 
teaching space]. It was just, it was incredible.”

Getting this funding allowed the participant to 
realise her dream. Even though she knew her way 
around administration and management, and did 
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it successfully, it did not mean that as a creative, 
she was happy doing that:

“Ja, because now I have to do the business 
side, which is absolutely (sigh) like raping my 

soul. But I have to do it, you see: But I feel 
more empowered because you cannot just 

have one side of being, that is why all those 
painters … died poor. “

Th ese critical incidents are listed in Table 1, 
which also tabulate the way incidents aff ected 
the participant’s career path and career decisions. 
Th e last row of the table lists career outcomes 
following these critical incidents.

Values of the Entrepreneur that Shaped the 
Decisions She Made Regarding her Career Path 
Th e participant, in concurrence with Chu et 
al. (2015) also valued Autonomy, Professional 

Development and Status and Prestige. Th ese 
values are listed in Table 2 below, with a description 
of attempts of this participant to maintain these 
values and challenges of these values to her as 
creative entrepreneur.

Th e participant valued autonomy and worked 
alone at her art before and when the business 
started off :

“…. [Before] I was not building the business; I 
was just creating …, and this was my art, my 
expression. And then people started to like it 
and started to buy it. And I thought: wow! So 

that is how it [artist career] developed.”

However, once she became a full-time 
entrepreneur, she realized that in order to grow 
and develop the business, she had to employ 
other people:

TABLE 1: CRITICAL INCIDENTS IN THE CREATIVE ENTREPRENEUR’S CAREER LIFE AND HOW THESE 
AFFECTED THE CREATIVE’S CAREER. 

Critical 
incidents that 
infl uenced the 

creative’s career 
path

Critical 
Incident 1: 

Parent passes 
away before 

resuming 
studies

Critical 
Incident 2: 

Diagnosed with 
cancer

Critical 
Incident 3: 

Met someone 
during recovery 

who funded 
business start-

up

Critical 
Incident 4: 
Assistant 
Resigns 

Critical 
incident 5: 
Received 
a major 

sponsorship 
of automation 

equipment
How did it 
aff ect the 
Creative

Changed study 
fi eld to be closer 

to surviving 
parent 

Was no longer 
able to work as 

academic

Was able to 
fulfi ll a dream 
of building a 
studio for the 

business

Was not sure 
if she should 

continue 
the business 
or focus on 
non-profi t 

community 
outreach 

program rather

Realized that 
she was meant 

to continue with 
the business 
and have to 

replace the staff  
member who 

left 

Outcome of 
the decisions 

made when the 
critical incident 

occurred

Studied Art 
and became an 

academic

Went on a 
soul searching 
mission to fi nd 
ways of natural 

healing

Business with 
a number of 

diff erent aspects 
including: 

Art, Teaching, 
Motivational 

Speaking, Books 
and DVD’s

Charity Work

Took a year 
sabbatical from 

teaching to 
allow time for 

refl ection

New range of 
automated art 

available

Source: Authors’ Construction
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“I cannot [work alone]... everyone has 
diff erent strengths. …when … alone, you are 
not getting any input. So it is important to 

have at least one other person to bounce ideas. 
Even if you just employ them part time.”

Being an employer with a growing business, the 
participant still maintained her preference for 
working alone, and in doing so, retained a bit of 
autonomy when creating her artwork”

“To be honest with you, I work solo. Although 
my teaching appears social, but as a person, I 
am actually an introvert. Any spare time on 

my own, I am alone.”

When it comes to professional development, 
the participant obtained a Master’s qualifi cation 
in her preferred art form, and has already 
become a household name in South Africa and 
internationally. When asked, “Was it a dream to 
be famous?” she replied:

“… [I] did not know what it even meant, but I 
knew that I wanted to be famous. .”

As with other creatives, it is important to this 

participant to receive social recognition, and 
even though it has been a childhood dream to 
be famous, it has been equally important to do 
everything she tackles as best she can.

Th e challenges, advantages and disadvantages 
experienced by the creative entrepreneur in 
employing others 
Th e participant employs other people in her 
business to perform both artistic and managerial 
work, even though she is also still involved in 
some managerial work. Th e decision to employ 
others in her business was fi rstly due to necessity:

“Because I can’t do everything. Technology 
wise. You know…”

Th e participant’s staff  complement of fi ve 
consists of: a Centre Manager (who also does 
administration, fi nances and framing), a Studio 
Manager, two Designers (one half day) and a 
Gardener. Th e advantage of having employees was 
that she was able to complement her weaknesses 
with the strengths of her employees. Furthermore, 
despite the importance of autonomy to the 
participant, it was also important to her to have 
someone to bounce ideas with.

TABLE 2: VALUES: THEIR IMPORTANCE, MAINTENANCE AND CHALLENGES EXPERIENCED

How important is this 
value?

How the creative 
maintains the value

Challenges in maintaining 
the value

Autonomy To this participant, 
autonomy was and is 
still very important, 

but it was also a 
sacrifi ce that she had 

to make for the sake of 
income.

She works alone when 
creating her artwork but 
employed other people 
to help with technical 

aspects and management.

Th e participant found that her 
work makes her a very public 

fi gure, although she is an 
introvert who prefers to work 
alone and spend her free time 

alone.

Professional 
Development

Self-Actualization is 
important. Although 
the participant has 
obtained a Master’s 

qualifi cation in her art, 
she also continuously 

develops her 
spirituality

Th e participant spends 
free time alone and uses 
opportunities to develop 

her spirituality, which 
she describes as the place 

from where she creates 
and draws inspiration.

Her busy schedule and 
responsibilities of such a big 
business concern require her 
to work with focus to retain a 

balance.

Status and 
Prestige

Always wanted to be a 
famous artist

Well known 
internationally

Hard work and dedication, 
guided creativity

Source: Authors’ Construction
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“… it is important to have at least one other 
person to bounce ideas.”

Th erefore, autonomy would, in part, be forfeited 
for the sake of professional development, which 
would lead to status and prestige.

Despite having employees, the participant 
still experiences challenges to get to all her 
responsibilities, which has a negative impact on 
her work-life balance.

“It is hectic. I am a bit of an octopus. You have 
to have energy to do this kind of thing. You 

have to always remain focused and creative at 
the same time. Which is not easy”

Th e disadvantage to having employees is that the 
typical artist has an aversion to employ others and 
would rather spend their time creating art (Chen 
et al., 2015). For the participant, it was more of 
the reluctance to hand over control:

“No I struggle, because I am … a control 
freak... I don’t delegate well.”

Apart from the reluctance to delegate, the 
participant also found it diffi  cult to work 
with other artists under her employ, due to 
their emotionality, also referred to as artist 
temperament:

“You know, she is also very emotional. Which 
is too much.”

Th e participant also found it diffi  cult to fi nd 
suitable employees from art backgrounds, which 
explains why her assistant’s departure aff ected 
her:

“It has taken me nine months to replace AAA. 
Th ey do not train them the way we were 

trained. I do not want a loopy artist. What 
then, are both of us going to be loopy? How is 
that going to help us? Th ey must be creative 

but basically [in] the things that I am missing, 
they must be able to help me with those holes 

[artist’s shortfalls].”

Th e participant has employed people with 
skills and experience who can take over various 
artistic and managerial responsibilities from her. 
However, she fi nds it diffi  cult to delegate tasks to 
employees because she feels that she must still 
do the fi nal quality control, and everything must 
go through her. Recruiting employees with the 
special skills and experience that she needs in 
her business is also challenging. Th is negatively 
impacts on the work-life balance that she values.

“Because at the moment I am fi nding I do 
not have any time for me. Because this is very 
consuming, and managing those three people”

Apart from having employees, the participant’s 
business also makes use of automation because 
it saves time and increases earnings. Introducing 
automated processes was mainly a business 
decision:

“I needed to make some money. … also, 
you want more people to experience your 

artwork… so it was a decision that I had to 
think about. Ja. “

Th e gift ing of art automation equipment, as the 
last critical incident that shapes the artist’s career 
also emphasizes the focus on automation.

“You know [it] is a huge thing, it is massive 
… [It] is the universe saying you are not going 

to stop now.”

However, the challenge in making use of 
automation is that it requires skilled and 
experienced artists to perform the automation 
and maintain standards:

“Th at is why I am struggling with this new 
machine, because the colours are not quite 

right and the technical guy … says: But who is 
going to notice? But I notice. I can feel it is not 

right.”

Some employees have been working for 
the participant since the beginning of her 
entrepreneurial career, and they understand each 
other very well. Th erefore, one of the employees 
leaving was a critical incident in the career of the 
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artist.

“Th at is why it was so diffi  cult for me to loose 
AAA, because I worked with her for 17 years. 
So it was humbling. At the age of 38, cancer 

hit me, at the age of 51 [her] leaving was huge. 
But, you pick yourself up, and …”

Th e diffi  culty in dealing with employees, and any 
changes in employees, is experienced so intensely 
by the participant, that she even considered closing 
the business when a trusted employee resigned. 
Asking the participant how she experiences 
dealing with employees, she indicated that it was 
a diffi  cult part of her being an entrepreneur:

“No, I struggle…”

Th e participant felt that her employees did not 
maintain the same standards as she does.

“…you see you have to keep [your] standard. 
But ja, I am a bit of a nightmare, which is 

horrible.”

When asked about the change in employees and 
replacing employees, her verbal response was not 
nearly expressing the agony her facial expression 
portrayed:

“AAA has been with me for many years. 
Anyway, [she] went on her way. So now, 

my whole world like crumbled again, since 
December….”

Identifying and employing suitable employees is 
also proving to be a challenge:

“Because AAA did everything. Where do I 
fi nd staff , and what do we do? So that is where 

I am.”

Th is is not only the case with employing 
artistic staff  members but also when employing 
managerial staff  members:

“[I need someone] that can manage the 
business. We [artists] come across like, because 

we are emotional and passionate and … but 

anyway.”

DISCUSSION AND CONCLUSION 
Artistic creatives have various career paths that 
they can follow (Gibson-Tessendorf and Pearse, 
2016), and this study only focused on an artistic 
creative entrepreneur who employs other people 
in the business. Studying only one participant is a 
limitation to this study but forms part of a bigger 
study on artistic creative entrepreneurs, where 
other entrepreneurs will also be studied.

Th e participant pointed out that her career journey 
was a result of events happening in her life. It was 
mostly a health-scare that led her to changing 
her career and becoming a lifestyle entrepreneur 
(Bredvold and Skålen (2016). Th e participant’s 
career path started as a lecturer. She did part time 
artwork in her free time, as so many creatives 
oft en do (Bridgstock, 2013). Th e decision to 
employ others was deliberate as she could not do 
all the work in the business by herself. Findings 
with regard to these values are evident with the 
research method used. Th is meant that she had 
to sacrifi ce her fi rst value–autonomy (Chen et 
al., 2015, Chu et al., 2015). Th us, employing 
other people was due to the need to generate 
an income, as oft en seen with creatives. Th e 
participant prefers to do her creative work alone, 
as she fi nds her inspiration and creativity within 
herself and her connection with nature. Bujor 
and Avasilcai (2016) also describe individual 
creativity as a “self-aware” process. She could no 
longer be a “solitary genius”, but as Deresiewicz 
(2015) explains, she worked with her market and 
focused on artwork that sells.

Th e second value–to develop professionally, 
includes self-awareness for artists. Th e participant 
developed herself academically and professionally 
through allowing herself time to refl ect or as 
Bujor and Avasilcai (2016) describe it, become 
“self-aware”, which hones her inner inspiration. 
It also refers to the work-life balance that she 
values since she had cancer; and her career 
satisfaction allows her to be “whole” and embrace 
her creativity. Unique about this participant is 
that despite literature informing us that creatives 
value the creative community and being part of 
it, or being let in by “gatekeepers” (Bridgstock, 
2009), she is not guided by her artistic community 
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and does not need their approval to have her art 
validated. What she valued more was that people 
wanted to pay for her artwork, and would hang it 
in their personal spaces. However, this supports 
the notion that networks formed are informal 
and social (Gu, 2014) without commercial value. 
Brydges and Hracs (2019) found that designers, 
especially female designers, did not network 
with other designers, mainly due to the life-style 
motivation for entrepreneurship, or logistical 
restraints that networking would entail. Th is study 
has not chosen the female entrepreneur with a 
focus on the gender infl uences on entrepreneurs, 
but it is an area for possible further research, 
especially within the South African context.

When it comes to the last value, status and prestige 
(Chen et al., 2015, Chu et al., 2015, Hackley and 
Kover, 2007), the participant has always wanted 
to be a famous artist, although she did not know 
which art form this would take. Th erefore, status 
is important to her, as she is receiving recognition 
from peers, but most importantly, from clients.

Th e participant has fi ve employees, which is in 
line with Bridgstock’s (2013) statement that there 
is normally double the amount of managerial 
positions in support of a creative position, and 
she predicted that the number would increase. 
Bujor and Avasilcai (2016) go as far as to say that 
creative entrepreneurs all need managers to be 
able to handle market changes. Unlike traditional 
entrepreneurs, creative entrepreneurs do not only 
measure success in monetary terms (Bridgstock, 
2013), but value their professional development 
and achievement more than income (Chen et 
al., 2015). Creative entrepreneurs are seen as 
investors in their own talent (Bujor and Avasilcai, 
2016) and that of their employees.

Th e participant reported that she fi nds it diffi  cult to 
deal with people, as Nassif et al. (2016) also found 
in their research on women entrepreneurs. It is 
also a known challenge to creative entrepreneurs 
(Jaussi and Benson, 2012), especially when 
employing other creatives (Gibson-Tessendorf 
and Pearse, 2016) due to their perceived 
temperament (Bujor and Avasilcai, 2016).

Although the participant experienced managerial 
tasks as tedious, she also sees these as part of her 

whole-ness. Bujor and Avasilcai (2016) also defi ne 
the creative process as a response to spirituality 
and whole-being. Further research is needed 
on the role spirituality plays in artistic creatives’ 
career decisions, motivations and values.

Th e implication for this research is that the 
participant made entrepreneurial decisions to 
ensure fi nancial viability. In a similar vein, other 
Artistic Creative Entrepreneurs might need to 
shift  their focus from their typical values such as 
autonomy, status and prestige to invest extensively 
in their own professional development, not 
only as artists, but as creative entrepreneurs. As 
Dieresiewicz (2015) explains, the creative artist 
oft en connects directly and immediately with his 
customer base through the web, and relationships 
and networks are being overshadowed with the 
creator-to-customer relationship. Artists might 
have to compromise their art or their artistic 
values for the sake of the consumer experience. 
Due to unlimited competition from the web and 
new consumerism, networks, and specifi cally 
social networks, are now more important than 
ever. Creative entrepreneurs might have to fi nd 
employees and business partners with skills and 
capabilities to complement their own, as artistic 
creative careers and entrepreneurship oft en 
requires wider and broader skill sets (Tremblay 
and Dehesa, 2016). Th is means that new artistic 
creatives who might not have fi nancial support, 
while they take time to develop their skill, 
will probably rely on networks of partners to 
complement their skill or would have to embrace 
a more boundary-less creative career.

REFERENCES 
Azevedo, S.G. & Carvalho, H. 2012. Contribution 
of RFID technology to better management of 
fashion supply chains. International Journal of 
Retail & Distribution Management, 40 (2), 128-
156.

Bredvold, R. & Skalen, P. 2016. Lifestyle 
entrepreneurs and their identity construction: 
A study of the tourism industry. Tourism 
Management 56, 96-105 [Online], Available: 
http://dx.doi.org/10.1016/j.tourman.2016.03.023 
Bridgstock, R. 2009. ‘Follow your bliss’ or ‘show 
me the money’? Career orientations, career 
management competence and career success in 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

473

Australian creative workers. University of East 
Anglia: Norwich Business School.

Bridgstock, R. 2013. Professional Capabilities for 
Twenty‐First Century Creative Careers: Lessons 
from Outstandingly Successful Australian Artists 
and Designers. International Journal of Art & 
Design Education, 32, 176-189.

Brydges, T. & Hracs, B.J. (2019) What motivates 
millennials? How intersectionality shapes the 
working lives of female entrepreneurs in Canada’s 
fashion industry, Gender, Place & Culture, 26:4, 
510-532, DOI: 10.1080/0966369X.2018.1552558

Bujor, A. & Avasilcai, S. 2016. Th e Creative 
Entrepreneur: a Framework of Analysis. Procedia–
Social and Behavioral Sciences [Online], 221. 
Available: http://creativecommons.org/licenses/
by-nc-nd/4.0/.

Chen, M., Chang, Y. & Lo, Y. 2015. Creativity 
cognitive style, confl ict, and career success for 
creative entrepreneurs. Journal of Business 
Research, 68, 906-910.

Chen, M., Chang, Y. & Lee, C. 2015. Creative 
Entrepreneurs Giangxi Networks and successes. 
Information and Resource Journal of Business 
Research, 68, 900-905.

Chu, F., Ye, L. & Guo, M. 2015. Research on the 
Evaluation Indicators of Skilled Employees’ Career 
Success Based on Grounded Th eory. Journal of 
Industrial Engineering and Management, 8, 554-
566.

Coetzer, A., Redmond, J. & Sharafi zad, J. 2012. 
Using the critical incident technique to research 
decision making regarding access to training 
and development in medium-sized enterprises. 
International Journal of Training Research 
[Online], 10. Available: http://dx.doi.org/10.5172/
ijtr.2012.10.3.164.

Cope, J. & Watts, G. 2000. Learning by doing. 
An exploration of experience, critical incidents 
and refl ection in entrepreneurial learning. 
International Journal of Entrepreneurial 
Behaviour and Research [Online], 6. Available: 
http://dx.doi.org/10.1108/13552550010346208.

Deresiewicz, W. 2015. Th e Death of the Artist—
and the Birth of the Creative Entrepreneur. Th e 
Atlantic [Online], January / February 2015.

Durand, M. 2015. Employing critical incident 
techniques as one way to display the hidden 
aspects of post-merger integration. International 
Business Review [Online]. Available: http://
dx.doi.org/10.1016/j.ibusrev.2015.05.003.

Flanagan, J. C. 1954. Th e Critical Incident 
Technique. Psychological Bulletin, 51.

Gibson-Tessendorf, C. & Pearse, N. J. 2016. Th e 
Career Options for Artistic Creative People. 
International Business Conference, Langebaan.

Gregory, J.J. & Rogerson, C.M. 2018. 
Creative industries in Central Johannesburg: 
entrepreneurs, organisation and locational 
choice. African Journal of Hospitality, Tourism 
and Leisure, 7 (4)–ISSN: 2223-814X

Grodach, C. 2010. Art Spaces in Community 
and Economic Development: Connections 
to Neighborhoods, Artists, and the Cultural 
Economy. Journal of Planning Education and 
Research, 31, 74-85.

Gu, X. 2014. Developing entrepreneur networks 
in the creative industries – a case study of 
independent designer fashion in Manchester. In: 
Chell, E. & Karatas-Ozkan, M. (eds.) Handbook 
of Research on Small Business Entrepreneurship. 
Cheltenham: Edward Elgan Publishing Ltd.

Hackley, C. & Kover, A. J. 2007. Th e trouble 
with creatives: negotiating creative identity in 
advertising agencies. International Journal of 
Advertsing, 26, 63-78.

Hoff , E. V., Carlson, I. M. & Smith, G. J. W. 2012. 
Personality. In: Mumford, M. D. (ed.) Handbook 
of Organizational Creativity. London: Academic 
Press.

Jauzzi, K. S. & Benson, G. 2012. Handbook 
of Organizational Creativity. Careers of the 
Creatives: Creating and Managing the Canvas. In: 
Mumford, M. D. (ed.). London: Academic Press.

Jones, C., Svejenova, S., Pedersen, J. S. & Townley, 



474
WWW.IBC-CONFERENCE.COM

B. 2016. Misfi ts, Mavericks and Mainstreams: 
Drivers of Innovation in the Creative Industries. 
Introduction to the Special Issue Forthcoming 
Organization Studies, June, 1-27.

Kvalnes, O. 2019. Moral Reasoning at Work, 
doi.org/10.1007/978-3-030-15191-1_8 [Online] 
Available: http://creativecommons.org/licenses/ 
by/4.0/

Louw, L., Pearse, N. J. & Dhaya, J. 2012. Th e 
role of experience in the development of 
social competencies. SA Journal of Human 
Resource Management/ SA Tydskrif vir 
Menslikehulpbronbestuur [Online], 10. Available: 
http://dx.doi.org/10.41202/sajhrm.v10i1.376.

McCarthy, I.P. Bruno S. Silvestre, B.S. & Kietzmann, 
J.H. 2013. Understanding outsourcing contexts 
through information asymmetry and capability 
fi t. Production Planning & Control, 24:4-5, 277-
283, DOI: 10.1080/09537287.2011.648765

Miran, E., Erez, M. & Naveh, E. 2004. Do personal 
characteristics and cultural values that promote 
innovation, quality, and effi  ciency compete or 
compliment each other? Journal of Organizational 
Behavior, 25, 175-199.

Moriset, B. 2013. Building new places of the 
creative economy. Th e rise of coworking spaces. 
[Online] Available: https://halshs.archives-
ouvertes.fr/halshs-00914075

Murray, K., 2010. Outsourcing the hand: An 
analysis of craft -design collaborations across the 
global divide

Nassif, V. M. J., Andreassi, T. & Tonelli, M. J. 2016. 
Critical incidents among women entrepreneurs: 
Personal and professional issues. Revista de 
Administracao [RAUSP] [Online], [Accessed 3 
October 2016].

Oakley, K. 2014. Good Work? Rethinking Cultural 
Entrepreneurship. In: Bilton, C. & Cummings, S. 
(eds.) Handbook of Management and Creativity. 
Cheltenham: Edward Elgar Publishing.

Onnasch, L. 2015. Crossing the boundaries of 
automation—Function allocation and reliabilit. 
Int. J. Human-Computer Studies, 76, 12-21.

Parkman, I. D., Holloway, S. S. & Sebastiao, H. 
2012. Creative industries: aligning entrepreneurial 
orientation and innovation capacity. Journal of 
Research in Marketing and Entrepreneurship, 14, 
95-114.

Rodrigues, A., Guesta, A., Oliviera, T. & Alfes, K. 
2015. Who benefi ts from independent careers? 
Employees, organizations, or both? Journal of 
Vocational Behavior [Online], 91. Available: 
http://dx.doi.org/10.1016/j.jvb.2015.09.005.

Torres, L. E., Ruiz, C. E. & Velez-Calle, B. H. 
A. 2015. Perceived managerial and leadership 
eff ectiveness in Colombia. European Journal 
of Training and Development [Online], 39. 
Available: http://dx.doi.org/10.1108/EJTD-08-
2014-0062.

Tremblay, D. and Dehesa, A.D.H. 2016. Montréal, 
Creative City and Immigrant Creatives: Can the 
Art World and Entrepreneurship Be Brought 
Together. Journal of Human Resource and 
Sustainability Studies, 4, 55-67. http://www.
scirp.org/journal/jhrss http://dx.doi.org/10.4236/
jhrss.2016.42007

Tschang, F.A. & Goldstein, A. 2010. Th e 
Outsourcing of “Creative” Work and the Limits 
of Capability: Th e Case of the Philippines’ 
Animation Industry. IEEE TRANSACTIONS 
ON ENGINEERING MANAGEMENT, 57, 1.

Vessay, W. B., Barrett, J. D., Mumford, M. D., 
Johnson, G. & Litwiller, B. 2014. Leadership of 
highly creative people in highly creative fi elds: 
A historiometric study of scientifi c leaders. Th e 
Leadership Quarterly, 25, 672-691.

Wright, a., Marsh, D. & Mc Ardle, L. 2019. 
A Darker Side of Creative Entrepreneurship, 
Th e Design Journal, 22:sup1, 177-188, DOI: 
10.1080/14606925.2019.1595856

YI, X., PLUCKER, J. A. & GUO, J. 2015. Modelling 
infl uences on divergent thinking and artistic 
creativity. Th inking Skills and Creativity, 16, 62-
68.



475

ABSTRACT 
Th e study seeks to address the factors aff ecting 
fi nancing of Small Medium Micro Enterprises 
(SMMEs) in Vhembe District Municipality 
in Limpopo Province. Th e establishment of a 
business need capital to fi nance its business 
operations and activities. Considering the 
background that emanated from colonial 
government, SMMEs lack capital and fi nance 
to start and fi nance their business activities. 
Business fi nancing in terms of debt or equity 
is aff ected by a number of factors, which the 
study aimed to investigate. Purposive sampling 
was used and semi-structured interviews were 
undertaken. A sample size of fi ft een directors of 
fi ft een SMMEs for the conducting of interviews 
in Vhembe District were targeted. Th ematic 
approach for analysis was applied and fi ve themes 
culminated from the study. It was recommended 
that some identifi ed mechanisms which could be 
used by SMMEs to raise funds in Vhembe district 
municipality are donations and aid assistance 
from well established companies.

Key words: Financing, Small Medium Micro 
Enterprises, Th ematic analysis, support pro-
grammes

INTRODUCTION 
Government established Small Medium 
Micro Enterprises (SMMEs) in 1996 as one 
of the mechanism to address the imbalances 

of the past, assist in the reduction of high 
rate of unemployment, poverty and ensure 
economic growth within the society (Gigaba, 
2018). Business require capital for start-up and 
fi nancing of its activities. According to Besley 
and Brigham (2017:240-242), fi nancing refers to 
an act of providing funds for business activities 
and it involves two ways namely, debt or equity 
fi nancing. Th ere are a number of factors such as 
lack of knowledge that gives rise to lack of fi nance 
for instance the low-income holders do not have 
the facilities to fi nd out what is microfi nance 
and microinsurance, therefore they tend to 
remain uninsured (Chummun, 2016). Th e above 
mentioned factors negatively aff ect fi nancing and 
performance of business especially SMMEs. Th e 
following methods are available for the fi nancing 
of business:

1. Self-fi nancing (equity) is when an individual 
or group of people use own fi nances or savings 
to start or fi nance the business (Hofstrand, 
2013:1). 

2. Borrowing (debt), when an individual or 
group of people obtain fi nancing or support 
such loan from government or private 
institutions (Hofstrand, 2013:3). 

SMMEs are amongst the companies that struggle 
with business fi nancing as they emanated from 
previously disadvantaged status. Although the 
government came up with the Broad Black Based 
Economic Empowerment (BBBEE) principle 
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with the purpose of supporting their business 
through awarding tenders and provisioning of 
funding, the majority are still struggling with 
the start-up funds to carry out the obligations 
in terms of contracts awarded and therefore 
eff ective intervention is required to support them. 
According to Balshaw and Goldberg (2008:22), 
SMMEs “are those enterprises with an annual 
total revenue of between R5 million and R35 
million while those which total revenue is less 
than R5 million are exempted”, however In terms 
of National Small Business Amendment Act 26 of 
2003, SMME refers to “any enterprises with fewer 
than 200 employees, annual turnover of less than 
64 million, capital assets of less than 10 million 
and direct managerial involvement by owners”.

In South Africa, companies and government 
institutions established loans or grants to assist 
SMMEs with funding in Limpopo Economic 
Development Agency (LEDA) is the listed entity 
under the Department of Economic Development 
Tourism and Environment provide fi nancial and 
non-fi nancial support to SMMEs across Limpopo 
Province. According to the report about the state of 
SMMEs in Limpopo Province by the Department 
of Tarde and Industry Development (2018:31-
32), SMMEs are indicated to have working capital 
problems, lack of access to markets, competition 
with unlicensed and well established companies, 
poor business management and they are unable 
to grow. Th e report further revealed that most 
of the SMMEs are not aware of South African 
companies and government institutions that 
provide fi nancial and non-fi nancial support.

Financial providers and institutions such as 
commercial banks, schemes and pension funds 
have the following products and services to 
assist in business fi nancing of SMMEs: Short and 
long-term loans, Insurance, Overdraft s, Credit 
provisions, Savings, and Investment accounts. 
Small Medium Micro Enterprises serve as good 
measure and government intervention to fi ght 
poverty, unemployment and poor economic 
growth. Th ere are a number of challenges that 
impede their success, such as lack of skills in 
business management, access to fi nance and 
collateral requirements when applying for funding 
and therefore was found signifi cant to investigate 
factors aff ecting fi nancing of the SMMEs.

PROBLEM STATEMENT 
Vhembe district Municipality was found to be 
dominated by areas, which are located in rural 
villages within Limpopo Province burdened by 
poverty and lack of employment. SMMEs are 
established, struggle to survive and sometimes 
even collapse due cash fl ow problems (Vhembe 
District Demographics, 2016). Aff ordability 
to obtain fi nancial assistance by SMMEs from 
government and private fi nancial institutions 
remain major problem in the society. Th e two 
types of fi nancing researched to have their own 
challenges are namely, liquidation in terms of 
debt fi nancing and tax implications in terms of 
equity fi nancing. Th e district recorded 53, 0% of 
unemployment which is more or less 50% higher 
than the unemployment rate of the country 
(Limpopo Economic Development Agency, 
2018). Th e statistical demographic justifi es 
the seriousness of poverty within the Vhembe 
Municipal community. Th e district comprises 
of 14.4% of the population who are without any 
qualifi cation, 25% with matric and 9.6% is in 
possession of higher education qualifi cations 
(Vhembe District Demographics, 2016). Th e 
above statistical background triggered the mind 
of the researchers and deemed it signifi cant to 
critically investigate and analyse the impact of 
factors aff ecting fi nancing of SMMEs to start and 
sustain their businesses for the improvement of 
the economic growth and unemployment in the 
society.

Primary research objective 
Th e primary research objective of this research 
was to investigate factors aff ecting fi nancing of 
SMMEs in Vhembe District Municipality.

Secondary research objectives 
Th e following secondary research objectives were 
formulated to address the primary objectives

• To investigate the importance that fi nancing 
leads to SMMEs in Vhembe district 
Municipality. 

• To identify and measure the challenges 
experienced by SMMEs when applying for 
fi nancing. 

• To identify ways of fi nancing SMMEs when 
applying for funding.
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• To provide eff ective recommendations relating 
to fi nancing of the SMMEs in Vhembe district 
Municipality. 

LITERATURE REVIEW 
According to Mutoko and Kapunda (2017:9), 
one of the major factors that aff ect fi nancing 
of business is collateral which plays a great 
determination for the banks to be willing to 
lend money. Th e banks require higher collateral 
in order to provide Business Company with 
fi nances and visa-versa. Th e collateral is referred 
to a something that fi nancial institutions use to 
determine a profi table project or business before 
approval of funding (Mutoko and Kapunda, 
2017:9). According to Brown (2012), collateral 
limits the borrowing fi rm from exposing in a very 
risky venture and as solves the problem of moral 
hazard. Th ere are subsequent arguments about 
the majority of SMMEs to use their own funds 
other than borrowing in order to start and sustain 
the businesses due to lack of enough collateral.

Debt fi nancing could be utilised for more 
conventional capital formation, whereas equity 
fi nancing is utilised for innovation since the 
ideas cannot generally be used as collateral. Well-
functioning debt and equity markets assist small 
companies (Miller, Hoff er and Wille, 2016:05).

Berger and Udell, 1998 in (Miller, Hoff er and 
Wille, 2016:08), provide a key theory of how 
SMMEs fi nance their business activities, argued 
that informational opacity is the distinguishing 
feature of small companies through presentation 
of “fi nancial growth cycle” model in line with 
SMMEs, in which the new fi rms initially need 
insider fi nance from the start-up teams, family, 
and friends before and at the fi rm’s inception. Th e 
growth of the fi rm determine the access to fi nance 
on both the equity and debt, and eventually access 
to public equity and debt markets.

Th e above view was supported by Khadijah and 
Manan (2006:42), who conducted the statistics 
research and presented that, on sources of funds 
to start and fi nancing of business operations, 
almost three quarter of the respondents used 
their own funds or funds from their families and 
friends. Th e authors further presented that few 
enterprises sought external funds mainly from 
partners or development institutions and very 

small percentage of enterprises received start-up 
funds from commercial banks and government 
grants. Th e study contain fruitful information 
however factors and reasons why the majority of 
enterprises are using their own funds, funds from 
families and friends over commercial banks and 
government institutions to start and fund their 
businesses need to be investigated in order to 
establish proper recommendations.

Th e following are some of the inhibiting factors 
that derail and hamper the development, and 
accessing of funding by the SMMEs, and they 
seem not to have been fully addressed by the 
supporting organisations (Hofstrand, 2015):

1. Low education level amongst SMME owners, 
2. Shortage of innovation, 
3. Experience and 
4. Knowledge of business management.

Qualitative investigation was found to be very 
crucial and relevant in order to explore more 
challenges regarding the fi nancing of the SMMEs, 
especially fi nancing of the businesses at the 
initial stage. Th e exploration would therefore 
provide guidance on the recommendations for 
both SMMEs, government funding and private 
fi nancial institutions on the fi nancing processes 
and procedures. Trade off  theory by Modigliani 
and Miller in (Besley and Brigham, 2017), stated 
two types of fi nancing which are described as 
equity and debt. Th e authors further identifi ed 
two factors that aff ect fi nancing namely, tax 
and bankruptcy. Th e theory argued that debt 
fi nancing is the best since it is non-taxable. Th e 
view is supported by Scheers (2018), who indicate 
that debt fi nancing is cheaper.

From the economic point of view, the following 
factors have infl uence on investing, fi nancing 
and business cycle. Th e factors include recession, 
infl ation, interest rates and government 
intervention in terms of fi scal and monetary 
policy (McConnell and Brue, 2015). Th e research 
critically analysed these factors and impact they 
have on SMMEs. Macro-environmental and 
economic factors were identifi ed as the factors 
that infl uence SME failure in South Africa 
(Leboea, 2017:66).
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RESEARCH METHODOLOGY 
Th e qualitative method had enabled the researcher 
to explore and draw the in depth and detailed data 
relating to the study and the SMMEs managed to 
express and explain more information regarding 
the challenges they are facing and fi nancing of 
the business (Almeida, 2017). Th e method was 
helpful in such that the participants had the 
opportunity to express the extent of knowledge 
they have concerning equity and debt fi nancing 
of business. Th e purposive sampling selection 
procedure was utilised for the selection of 
samples during the study (Alshenqeeti, 2014). 
Th e SMME’s directors were identifi ed as key 
informants for the purpose of the study since they 
had vast and relevant information with regard 
to their companies’ operations and challenges 
they are facing. According to Saunders et al. 
(2016:297), semi-structured interviews required 
between fi ve and twenty-fi ve sampling size and 
therefore the selection of sample size under the 
research study was only limited to fi ft een SMMEs 
for the conducting of interviews in Vhembe 
District. Th e selection was directed and focused 
to only SMMEs registered with Company and 

Intellectual Property Commission (CIPC) and 
Government Central Supplier Database (CSD). 
Th e selection of sample was done from Vhembe 
District Municipality, comprised and considered 
only SMMEs which were in existence for the 
period of fi ve years and above from the date of 
registration with CIPC. Th e selection ensured 
and encompassed the SMMEs from diff erent 
commodity or services they provide such as 
construction, supplies, accommodation and 
travel agency, manufacturing etc. Th e criteria gave 
the researcher good platform to identify types of 
capital and fi nancing strategies used to start and 
how the SMMEs generate the revenue in order to 
sustain their businesses (Harsh, 2011).

PRESENTATION AND ANALYSIS OF 
RESULTS 
Th e following section involve the analysis of 
the research results in line with objectives. 
Th e presentation and analysis of data has been 
undertaken according to the themes. Data was 
collected through interview guide and semi-
structured interviews with fi ft een directors 
of diff erent SMMEs, from Vhembe District, 

TABLE 1: INTERVIEW SCHEDULE

Participants 
(P1-P15) Commodities Date of interview Duration 

(Minutes)

P-1 Home décor, kitchen, bathroom and fl oor 
tiles retailer 19 September 2018 60

P-2 Transportation 17 September 2018 45

P-3 Hardware and manufacturing specializing 
in roofi ng material 15 September 2018 60

P-4 Construction and general supply (CIDB 
grade 2CE) 10 September 2018 40

P-5 Agricultural retailer, pest control, irrigation 
and animal feeds 14 September 2018 40

P-6 Hospitality, catering and canteen 12 September 2018 40
P-7 IT and internet café 12 September 2018 45

P-8 Hospitality, accommodation, catering and 
event management 14 September 2018 60

P-9 Supply of goods and services 12 September 2018 35
P-10 Accommodation services 19 September 2018 35
P-11 Security services and general supplies 19 September 2018 35
P-12 General supplies 17 September 2018 42
P-13 Construction and supplies 17 September 2018 40
P-14 Construction and supplies 12 September 2018 35
P-15 General supplies 12 September 2018 35
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Limpopo. Th e guide comprised of fi ve themes 
and outlined as follows: Business profi le and 
registration, Business fi nancing, Impact of 
fi nancing on SMMEs, non-support programmes 
and SMMEs as a source of income in households/ 
creation of employment.

Research Objective 1: To investigate the 
importance that fi nancing leads to SMMEs in 
Vhembe district Municipality.

Th eme 1: Business profi le and registration 
Th e aim of this section was to get the insight 
of the company such as type of business, 
number of years in business aft er registration 
with Companies and Intellectual Property 
Commission (CIPC), commodities or service of 
speciality. Th e section further discussed concept 
and basic understanding of the SMMEs by the 
directors of the small companies.

Type of Business 
Th e data revealed that the majority of SMMEs 
registered close corporation as the type of 
business and vary, according to commodities 
or type of services they provide. According to 
section 08 of the Company Act 71 of 2008, two 
categories of business could be registered as profi t 
and non-profi t companies. Th is study revealed 
that the majority of SMMEs registered close 
corporation as the type of business over private 
companies and sole owner with CIPC under 
profi t derive category of companies registration. 
Close corporation dominated the most since it 
does not necessarily require large amounts of 
money and complex rules for registration. Th e 
registration could be done as individuals or 
groups of up to ten people. Th e director prepares 
a business plan which comprise of business 
vision, mission, values, objectives and costing of 
activities for the business to be able to operate. 
Th e business is required to open the bank account 
with the commercial bank and comply with tax 
regulations as required by South African Revenue 
Services (SARS). Tax registrations obligation 
includes the following types of tax: income tax, 
value added tax (VAT), corporate tax and other 
related tax matters (SARS, 2018).

Concept of the SMME 
Most of the participants demonstrated common 

understanding in terms of SMME concept and 
description. Participants described SMMEs as 
small businesses with low turnover and few 
workers. Directors of the SMMEs in the South 
African context, described SMME as the small 
businesses with less than 200 employees, less than 
R64 million turn-over and less than R10 million 
capital investment. Th e description diff er in 
other countries. United States limited the SMME 
description at 500 employees while European 
Union is at 250 employees (OECD, 2017). Th e 
aim was to ensure that all business companies 
qualify to be under the category of the SMME in 
order to realise the purpose of this study.

Commodities of the SMMEs in business 
SMMEs specialise in various types of 
commodities and area of speciality. It allows the 
director of the company to develop a business 
plan which outlines all activities to be executed 
based on vision, mission statement and objectives 
of the company. Some SMMEs were found to be 
sharing similar and related commodities which 
justify high scale of competition. Th e analysis of 
commodities assisted the researchers to evaluate 
the eff ect of competition and the performance of 
the SMMEs in terms of diff erent services and area 
of speciality. Competition was found to be high in 
hardware, hospitality, constructions and general 
supplies industries. Th e data revealed that SMMEs 
with diff erent services or portfolios perform 
better than those which specialised with one 
commodity. Specialising with various assortment 
enable SMMEs to deal with competition and 
seasonal factors aff ecting businesses performance 
and owners are able to switch business during 
challenging circumstances.

Some small businesses indicated that businesses 
performance is not really impressive during rainy 
season especially in summer. Th e participants 
articulated that other than hardware and 
manufacturing of concreate tiles, the company 
also provide tax consultation and fi nancial 
management advisory services to other 
companies.

Hospitality industry performance deteriorate 
during the winter due to cold weather and 
alternatively switch to other activities which 
increase business sales during that season. Th e 
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company renders accommodation services but 
also renting out shops, have bottle store, involved 
in taxi industry and agricultural services. Th e 
analysis proved that each commodity perform 
and respond diff erently in a particular cycle or 
season. Good performance increase profi t and 
equity for the business to be able to service its 
activities and operations.

SMMEs number of years in existence 
Th is section outlines SMMEs number of years 
in business. Th e analysis of years in business 
was signifi cant in order to detect fi nancing 
activities of the SMMEs. According to the results, 
more SMMEs were between 10 and 17 years in 
existence, followed by those, which were between 
5 and 9, and then 0 to 4 years from the date of 
registration with CIPC.

Th e expectation was to see businesses with more 
than fi ve years in existence having received 
fi nancial assistance and excelling in business 
management. Th e fi ndings refl ect a diff erent view, 
with only two directors indicating that they had 
managed to obtain funding from government 
institutions. SMMEs are still struggling in running 
their business due to fi nancial constraints. 
SMMEs lack innovation and creativity skills and 
depend much on government orders and projects 
for business continuity.

Research Objective 2: To identify and measure 
the challenges experienced by SMMEs when 
applying for fi nancing.

Th eme 2: Impact of fi nancing factors on SMMEs 
Most of the respondents put forward that the 
impact of fi nancing factors aff ect SMMEs in a 
diff erent manner, may depend on the status of the 
company, type of fi nancing and fi nancial provider. 
Some factors have more impact on equity 
fi nancing e.g. infl ation and tax, while others are 
relevant mostly in debt fi nancing e.g. interest rate 
and bankruptcy. Some are most eff ective while the 
fi nancing institution is the commercial bank e.g. 
access and interest rates, while others are eff ective 
to government fi nancial institutions.

Th e impact of fi nancing factors on fi nancing of 
the SMMEs was investigated and evaluated as 
follows:

Lack of funds 
SMMEs lack funds to start and fi nance 
their business activities as a result of lack of 
employment, poverty and poor background, 
and they are unable to raise funds to start and 
fi nancing the business activities. SMMEs require 
fi nancial assistance from fi nancial institutions.

Collateral requirements 
Financial institutions required businesses to 
put forward guarantee in exchange of approval 
of funding and SMMEs indicated that they are 
unable to meet such requirements. Collateral 
limit SMMEs access to funding and almost all 
interviewed participants are aff ected by collateral 
requirements especially when applying for funds 
from commercial banks. Participants indicated 
that failure to obtain fi nancial assistance from 
formal fi nancial institutions push them to the 
informal and micro-lenders where they are 
charged unbearable interest. Twenty fi ve percent of 
interest was given as an example, which is charged 
by informal lenders to SMMEs. High interest 
rates, stringent requirements, unfavourable terms 
were found in Ghana as the same reasons why 
small businesses are unable to obtain funding and 
choose source of credit (Avevor, 2016:47).

Infl ation and uncertainties 
Timing of pension pay out and eff ect of market 
and economy aft er resignation. Th e escalating of 
prices or infl ation and lack of funds for business 
activities and expenses while still waiting for 
pension pay out (Yusuph and Youze, 2014). 
Expenses such as purchasing of stock, rental, 
labour and fuel aff ect the performance of the 
SMMEs (Amadea, 2018).

Poverty 
Rate of poverty and unemployment are serious 
challenges in the society. Participants who 
use their own funds indicated to have had 
some serious diffi  culties in raising capital to 
fi nance their business as results of poverty and 
unemployment and almost aff ect all SMMEs that 
were interviewed.

Corruption 
Corruption play a backsliding role in the society 
as augmented by fi ndings of this research. During 
the interview participants lamented that they 
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were expected to comply with unethical terms 
in exchange that fi nancing applications were 
approved especially in government institutions. 
Th e same factor was found very problematic 
in countries like Russia, Azerbaijan, Guyana 
and Sierra Leone where small businesses 
acknowledged unwillingness of applying for 
government assistance due to corrupt system and 
processes (Ushakova, 2017:56). Some participants 
indicated that applications were prepared and 
submitted but no responds provided despite the 
continuous and several follow-ups. Participants 
whom the funding were approved indicated 
that, though the applications were approved, the 
process was not that smooth nor impressive due 
to unwarranted expectations by the offi  cials from 
fi nancial institutions.

Interest rates 
Findings confi rmed that two SMMEs fi nancing 
applications were approved by government 
institutions. Participants indicated that 
government charged reasonable interest on 
repayment of loan. SMMEs that are unable to be 
receive funding from formal fi nancial provider 
opt for informal lenders and repay back with 
high interests (Forcast Chart, 2018, Global Rates, 
2018).

Tax implications 
Th e adjustment of VAT from 14 to 15% by 
government aff ect performance of the companies 
especially those which are tax compliant(SARS, 
2018). Th e increment of VAT led to the increase 
of prices in several industries. Corporate tax only 
aff ect companies with the turnover of more than 
R1 million and impact their profi t (Gigaba, 2018).

Regulation and competition 
Competition was raised as the serious factor 
aff ecting SMMEs especially in hospitality and 
hardware industry which aff ect their performance 
(Augustine and Asiedu, 2017). Ineff ective of 
regulation in hardware industry lead to unfair 
competition amongst the companies. Non-
compliance with SARS, and SABS regulations 
by other companies have serious impact to 
SMMEs since it aff ects pricing of the stock items 
(Wet, 2013). Customers expect good material 
with cheap price. Hardware and home décor 
participants raised a serious concern with regard 

to competition that customers usually come 
with the quotations from Indian shops as their 
rivals to negotiate dropping of prices. SMMEs 
lack strategies to deal with competition, and this 
aff ects their sales and turnover (Business Report, 
2017).

Lack of information 
Lack information about fi nancing processes and 
procedures was found to be one of the challenges 
faced by SMMEs in Vhembe District. During 
the in-depth interviews, some of the participants 
indicated not to have an idea on how and where 
to go when they need funding (Arzeni, 2009).

Technology 
Reforms in technology play a crucial role in 
modern life. Financial institutions published 
products, services and fi nancing process in their 
website and require internet access. Most of the 
SMMEs acknowledged that they lack skills and 
access in terms of information technology and it 
is expensive for them. One of the biggest problem 
in the development process of SMMEs even in 
other country such as Ghana and Algeria was 
also found as the lack of technological skills and 
knowledge by the owners and managers of the 
SMMEs (Appiah, Possumah, Ahmat and Sanusi, 
2018:209-210).

Research Objective 3: To identify ways of 
fi nancing SMMEs when applying for funding.

Th eme 3: Business fi nancing 
Th e aim of this section was to track the insight 
and fi nancing activities of the SMMEs in Vhembe 
District. Th e presentation outlines fi ndings on 
SMMEs source of funds and status of fi nancing 
applications. SMMEs are unable to obtain 
fi nancial assistance from either commercial banks 
or government fi nancial institutions to fi nance 
their business activities.

SMMEs source of funds 
SMMEs demonstrated to have diff erently raised 
the capital to start their businesses. Th e majority 
of SMMEs use own equity to start over and 
fi nance their business activities. Th e advantage 
of using equity over debt is non-repayment and 
no obligations however, the prospects of slow 
growth and performance of the business is usually 
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experienced. Th e majority of SMMEs used 
their own savings, followed by those who used 
their pension aft er retirement and few obtained 
funds from their relatives and friends. Th e use 
of pension fund aft er resignation was identifi ed 
as the means applied by four SMME’s directors. 
SMMEs accumulated experience, knowledge 
and skills on how to run the business from the 
employer, and therefore resign in order use 
pension money as capital to start the business. 
Th e advantage is that one would be having cash to 
pay business registration fees, payment of initial 
stock and operation expenses.

Some of the businesses were established as results 
of obtaining cash from families, relatives and 
friends with no payback expectations however 
funds were not enough to cover major expenses 
and businesses struggle to emerge or rather move 
in slow pace.

Utilisation of own savings was one of the option 
which was taken by some of the SMMEs. During 
the collection of the data, good practice by one 
of the non-SMME was discovered when the 
participant indicated to have been aff orded an 
opportunity to buy and own shares within the 
company and became member of the executive. 
Th e opportunity was seen to be very signifi cant 
and worked very well since the participant further 
procured franchise and is now trading under the 
employer company’s name through franchise 
model. Buying of shares and aff ordability of 
franchise opportunities by the employees within 
the companies refl ect improvement in addressing 
the imbalance of the past in the society.

SMMEs fi nancing application status 
Th is section provides presentation and analysis 
of SMMEs fi nancial assistance application status 
in Vhembe District Municipality based on fi ft een 
interviewed participants. Th e results of the study 
proved that less than half of the participants 
submitted their applications to the fi nancial 
institutions for consideration, some were not 
considered whereas some did not even apply 
and very few SMMEs received funding from 
government institutions. Th e fi ndings confi rmed 
more applications were submitted to government 
institutions than commercial banks. Participants 
almost shared the same sentiments that 

commercial banks implement strict requirements 
to provide support in terms of cash such as loans 
for business purpose while others indicated that 
they provide better services with regard to vehicle 
and asset fi nancing. Participants indicated that 
they end-up using their own savings and personal 
profi le to acquire cash loans or asset fi nancing for 
business to run its operations.

Financial institutions 
SMMEs in Vhembe District are aware of fi nancial 
institutions available, such as commercial banks, 
government institutions, and micro-lenders and 
informal credit providers but lack information 
in terms of fi nancing. SMMEs indicated to 
be mindful of the following institutions and 
commercial banks which have branches around 
the District: Standard Bank, First National 
Bank, Nedbank and ABSA. Government 
institutions such as the Limpopo Development 
Agency, Industrial Development Corporation 
(IDC), National Empowerment Fund (NEF) 
and Department of Trade of industry (DTI) are 
known to be providing the fi nancial assistance to 
the small business, and the majority of SMMEs 
indicated to have submitted their applications for 
consideration. A Loan of about R8 million from 
NEF and a grant of R44 million from IDC were 
granted to one of the hardware and manufacturing 
SMME (P-03). An undisclosed amount was 
granted from DTI to an SMME in the Hospitality, 
event management and accommodation (P-08), 
however six tranches were promised but only two 
tranches were processed.

Research Objective 4: Two themes were identifi ed

Th eme 4: Non-Financial Support programmes 
Th e non-fi nancial support in terms of awareness, 
trainings, workshops and hands on support play a 
crucial role on the day-to-day management of the 
business operations and activities. Almost all of 
interviewed participants confi rmed that SMMEs 
in Vhembe District are not getting non-fi nancial 
support which could assist them to understand 
dynamics of fi nancing and management of 
business. Only few out of fi ft een interviewed 
participants indicated to have attended workshops 
and each indicated dissatisfaction in terms of 
level and quality of trainings provided. Transport 
management workshop was attended by SMME 
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in transportation industry, and was arranged by 
Southern African Bus Operators Association 
(SABOA). Skills and development workshop was 
attended by SMMEs from agricultural industry 
and was arranged by National Youth Development 
Agency (NYDA). Th ere was no mention about 
programmes to enhance knowledge and skills in 
business and fi nancial management, no awareness 
in terms of processes, products and services that 
are provided by fi nancial institutions for funded 
and non-funded SMMEs. Non-fi nancial support 
is one of the signifi cant element in fi nancing of 
business. SMMEs required support in terms of 
trainings, workshops in order to improve skills 
in business management and information about 
fi nancing of small businesses which among other 
things include funding processes and procedures 
by fi nancial providers. Th e study confi rmed that 
very few of interviewed SMME’s directors who 
received non-fi nancial support were concerned 
about the quality and standard of such support.

Th eme 5: SMMEs as a source of income in 
households/ Creation of employment 
Vhembe District is located in poverty stricken 
background villages. All interviewed participants 
confi rmed that they are using SMMEs as the only 
source of income that bring food on the table, 
pay educational fees for their children and all 
other household activities. Provision of SMMEs 
with fi nancial assistance could serve as a good 
intervention to their business growth which 
subsequently leads to a positive eff ect on social 
and economic growth’ in Vhembe district and 
country as a whole. SMMEs are the solution to 
the creation of jobs in the society, reduction of 
crime rate and stimulation of economic growth ( 
Bruwer and Van der Berg, 2017).

Th e society is a serious predicament of high 
rate of unemployment. Th e fundamental aim 
of the SMMEs was to redress the imbalances of 
past practices through creation equal jobs and 
business opportunities.

According to Radebe (2018), during NAFCOC 
54th National Conference at the Durban 
International Convention Centre, Small business 
are a catalyst for job creation. Globally, SMMEs 
contribute a massive role to reduce unemployment 
rate and the following serve as the example:

1. SMMEs contribute 90% to the economy, 
accounting for 60% to 70% of the working 
population and GDPs in many European 
countries. 

2. Twenty eight (28) million small businesses 
employ 55% of workforce in United States of 
America.

3. South Africa has about 5.6 million SMMEs 
but 55% of the country’s employment comes 
from big businesses and government.

4. Indonesia reduced its unemployment rate 
to below 10% through implementation and 
provision of support to SMMEs.

During the interviews between the researchers 
and participants, it was realised that interviewed 
SMMEs have permanently employed 265 men 
and women in Vhembe District and others are 
hired on a temporarily basis as and when SMMEs 
obtain projects. Some participants indicated that 
their enterprises also hire graduates from the 
Universities and Colleges and pay them stipend 
with the aim of absorbing them when opportunities 
arise. Th e process assists the graduates with skills 
development and accumulation of experience 
in preparation of permanent employment. 
Th e refl ection suggest that, if SMMEs could be 
aff orded adequate opportunities and provided 
enough support in terms of fi nancial and non-
fi nancial, each and every fi ft een SMMEs would 
have permanently employed more than 500 
people within the District, which would be a 
positive contribution to the reduction of high rate 
of unemployment. SMMEs play a great role in the 
growth of economy, contribute immensely to the 
reduction of unemployment and poverty.

MANAGERIAL IMPLICATIONS 
Th e results and fi ndings of this research would 
positively impact SMMEs, fi nancial institutions 
and society. Th e study would change fi nancial 
viability of the SMMEs, as it discovered challenges 
encountered and possible recommendations with 
regard to fi nancing of business. SMMEs will 
improve in terms of business management and 
performance. Th e research would assist fi nancial 
institutions on understating the dynamics 
facing SMMEs and align policies and processes 
accordingly.
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CONCLUSION 
Th e research investigated factors aff ecting fi nancing 
of Small Medium Micro Enterprises (SMMEs) in 
Vhembe District Municipality. Critical review of 
literature in line with the research topic assisted 
the researcher to relate and link the factors from 
other areas with the research fi ndings. SMMEs 
play a signifi cant role to economic growth, social 
and reduction of unemployment. Capital is 
required to start and sustain the business. Two 
types of business fi nancing were identifi ed as 
equity and debt supported by trade-off  theory. 
Th e research revealed that SMMEs lack fi nances 
to fund the business activities and operations. Th e 
research further discovered a number of factors 
and challenges which contribute negatively or 
positively to the fi nancing of the SMMEs. Th e 
study revealed the critical role played by fi nancial 
institutions and policy makers with regard to 
fi nancing of the SMMEs and could serve as the 
tool to be utilised for the improvement of the 
fi nancing process.

LIMITATION OF STUDY 
Th e study included critical review of diff erent 
scripts, processes and literatures, however, 
the focus was directed to Vhembe District 
Municipality. Fift een with fi ve years and above 
SMMEs needed to be interviewed for proper and 
useful assessment of performance and fi nancing 
business however two were found to be in a 
possession of less than fi ve years in existence. 
Resistance of one on one interview by one of the 
participant made it impossible to probe further in 
some of the questions. Th e participant chose to be 
given a questionnaire, completed it and handed 
over to the researcher on the date of the interview.

RECOMMENDATIONS 
In consideration of the research problem which 
incorporated factors aff ecting fi nancing of the 
SMMEs to start and sustain the business in Vhembe 
district municipality, the recommendations were 
drawn as follows:

Relaxation of the funding requirements 
If relaxation of some of the requirements when 
SMMEs apply for fi nancial assistance to enhance 
aff ordability and access to fi nance, the process will 
enable the SMMEs to meet collateral requirements 
from the banks and government funding 

institutions(Avevor, 2016:47, Department of 
Trade and Industry, 2018).

Eradication of corruption and unethical 
conduct 
Corruption especially in government institutions 
was found to be one of the factors aff ecting 
fi nancing of the SMMEs. Government to put 
control measures and strengthen consequence 
management to fi ght against unethical conduct by 
offi  cials within the institutions and government 
as a whole (Ushakova, 2017:56).

Complementary mechanism for economic policy 
Lowering of interest rates and tax tariff s through 
monetary and fi scal policy will allow SMMEs 
to aff ord credit access such as long and short 
term loans. Recently government is seen using 
two policies as the intervention to deal with the 
economic challenges which the country is facing 
such as, bad credit rating by credit agencies, 
escalating of country debt and lack of confi dence 
by investors emanated from bad political decisions 
and interference in administration matters. 
Government should fi nd other mechanisms to 
complement both monetary and fi scal policies 
such as, strengthening law agencies and deal with 
corruption, money laundering and racketeering 
to recover all lost money (Mutoko and Kapunda, 
2017).

Conducting of awareness campaigns by 
fi nancing institutions 
Lack of information with regard to fi nancing was 
raised as one of the concern by SMMEs. Financial 
institutions are expected to conduct regular 
awareness in order to familiarise SMMEs with 
the process, products and services they provide. 
Government through SARS should establish 
programmes and conduct roadshow about the 
seriousness of tax information and compliance.

Improvement on quality of education 
Government to improve quality of education 
where more focus should be in a digital and 
technological aspect and encourage the society 
especially young people of its importance. Th e 
initiative of programmes to conduct trainings 
and workshops in order to enhance SMMEs 
skills and knowledge in business management 
will play an utmost role within the society. 
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To establish measures and mechanisms and 
provision of follow-up support on utilisation and 
management of funds to the SMMEs who have 
granted fi nancial assistance.

Strengthening of regulation requirements and 
compliance 
Regulation requirements are to be strengthened 
with regard to competition, and standard of 
goods and services. Government through 
National Credit Regulator to establish rules 
and regulations, and monitoring mechanism to 
deal with informal credit provider who charge 
exorbitant interest rates since it creates a burden 
in the performance of SMMEs (Moody’s Rating 
South Africa, 2017).
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ABSTRACT 
Th e paper presents the Entrepreneurship Gaps 
Framework (EGF) model, an early-stage business 
diagnostic tool that seeks to assess entrepreneurs’ 
preparedness. Th e contention of the paper is 
that the EGF serves two purposes. First, it is 
a decision-making tool that can be used by 
lenders (e.g., banks) and capacity development 
institutions (CDIs) such as SEDA, NEF, and 
SEFA to determine the level of fi nancial and 
non-fi nancial support that should be provided 
to businesses. Second, entrepreneurs are likely to 
benefi t from the EGF, if used as a self-diagnostic 
tool to measure their business preparedness and 
experience. Evidence supporting the model and 
its applications are discussed within the ambit of 
early-stage businesses.

Keywords: Entrepreneurship, entrepreneur-
ship gap, entrepreneurship gap framework, ex-
pectations, realities. 

INTRODUCTION 
Th e existing narratives on early/formative-stage 
business failure are, at best, misleading; and at 
best, impoverished. In a multitude of theses, 
journal articles, and case studies, the ‘3-out-of-4 
businesses collapse within three years’ cliché, 
is almost always followed by recommendations 
such as, among others: (a) government must 
provide SMEs with markets and (b) banks ought 
to be more business-friendly (Luiz & Martine, 
2011; Adonisi & Van Wyk, 2012; Chinomona 
& Maziriri, 2015; Lekhanya, 2016; Secundo, 
Vecchio, Schiuma & Passiante, 2017). While 
this, at times, is correct, this paper argues that 
this perspective is too limiting and inadequate. 
In providing a more holistic account of early-
stage business failure, this paper is persuaded to 
consider entrepreneurship as a trade. As with 
any trade or practice (e.g., carpentry, music, 
or medicine), a tradesman specialises and 
consolidates experience in a sub-discipline such 
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as neurosurgery – a highly specialised fi eld of 
medicine that deals with brain surgery.

Despite a neurosurgeon being a ‘doctor,’ not any 
doctor can perform brain surgery. Furthermore, 
like any other practice, a practitioner should 
possess two important qualities, namely 
preparedness and experience. A review of the 
extent entrepreneurship literature reveals that 
a signifi cant number of “failing entrepreneurs” 
are lacking in these qualities. Resultantly, they 
are unable to channel resources (e.g., fi nances, 
human capital, and technology) necessary to 
eff ectively run their enterprises (Wang, Rafi q, Li & 
Zheng, 2014; Coduras, Saiz-Alvarez & Ruiz, 2016; 
Schillo, Persuad & Jin, 2016). On the surface, 
the symptom that is seen is that the business 
collapsed as a result of a lack of fi nance, but the 
actual problem is that the entrepreneur lacked 
the requisite skills and know-how of raising and 
managing funds for the business.

From the foregoing, this paper, thus, postulates 
that emerging entrepreneurs experience a 
discrepancy between their expectations of 
running a business versus the realities presented 
by owning and managing a ‘real’ business. Th is 
discrepancy (the diff erence between expectations 
vs. reality), we refer to as the Entrepreneurship 
Gap (EG). More formally, EG = expectations – 
realities. So, when expectations are considerably 
higher than the business realities (high EG), 
the entrepreneur’s ability to deal with the 
inconsistency becomes fundamental. On the 
other hand, lower EG tends to be associated with 
businesses with a higher propensity to survive as 

the entrepreneurs have much fewer issues to deal 
with. Against this background, the purpose of 
this research is to construct the Entrepreneurship 
Gaps Framework model (EGF) which will assist 
in assessing the preparedness of entrepreneurs in 
the formative stage of business (less than three 
years in existence).

Problem Investigated: Th e lack of self-
assessment tools in the South African context 
that assesses emerging entrepreneurs’ level 
of business preparedness, assist Capacity 
Development Institutions and fi nancial 
institutions is a challenge that needs workable 
solutions (Underhill Corporate Solutions, 2011; 
Parliamentary Monitoring Group, 2012; Al-
Lamki, Al-Sumri, Al-Ismaili & Al-Busaidi, 2016).

Research Objective: Th e objective of this paper is 
to develop an Entrepreneurship Gaps Framework 
model. Th is will involve identifying specifi c gaps 
within the ambit of literature of which the gaps are 
professed to be common sources of entrepreneurs’ 
expectations.

LITERATURE REVIEW 
Th e context of the study has two aspects that 
establish the foundation of EG. A closer look 
reveals the entrepreneur component and the 
business component. Within the entrepreneurship 
fi eld, various theories indicated in Table 1 have 
been eff ectually used in dissecting and attempting 
to establish the foundation of EG.

A closer look at the theories depicted in Table 
1 reveals that the discrepancy theory has been 

TABLE 1: UNDERPINNING THEORIES IN PREVIOUS STUDIES. 

Author Study Area Underpinning Th eory
Cooper & Artz (1995) Determinants of satisfaction Discrepancy Th eory
Steel & Konig (2006) Th eories of motivation Expectancy Th eory,
Fitzsimmons & Douglas (2011) Entrepreneurial intentions Expectancy Th eory
Gorgievski, Ascalon & Stephan 
(2011) Small business owners’ success Th eory of Human Values

Renko, Kroeck & Bullough 
(2011) Business start-up process Expectancy Th eory

Fast, Burris & Bartel (2014) Managerial self-effi  cacy Discrepancy Th eory
Malebana (2014) Entrepreneurial Intentions Th eory of Planned Behaviour
Barba-Sanchez & Atienza-
Sahuquilb (2017) Entrepreneurial motivation Expectancy Th eory
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applied towards understanding the individual 
(entrepreneur) in relation to the expectations 
against achieved standards presented by the 
business component (Cooper & Artz, 1995; Fast, 
Burris & Bartel, 2014). A discrepancy in this 
matter is a perceived diff erence of set standards 
and the level of accomplishment attained thereof. 
Discrepancy theorists articulate that the existence 
of such a diff erence may lead to emotive or active 
reactions even to an extent of dismissal of set 
standards. Th is outcome is derived from various 
sources, among them, social pressure, threshold 
requirements and personal expectations (Locke 
1969; Oliver 1981). Th e discrepancy theory 
thereby suitably applies to this study as it assists 
in understanding the discrepancies faced 
by an entrepreneur in the world of business 
unequivocally, delimitating the conceptual 
framework of the study.

Conceptual Framework 
Dichotomising the postulated EG foundation 
and focusing on the entrepreneur component, 
Figure 1 was developed to comprehend formative 
stage business failure by analysing individual 
business expectations against entrepreneurship 
business realities. Th e elements at the left  of the 
demarcation line (in Figure 1) represent the cliché 
of business expectations faced by entrepreneurs 
in the formative stage of business. Contrary to the 
expectations, at the right side of the demarcation 
line are the realities of operating a business. Th e 
diff erence between these two levels creates an 
entrepreneurial gap. Figure 1, thus provides an 

illustration of the components of the conceptual 
framework.

Accumulation of previous studies has exhausted 
issues such as the gender gap in entrepreneurship 
and meandered its way into the family gap with 
respect to women entrepreneurs. But at this point, 
at best, there is still more to be done concerning 
the gap illustrated in Figure 1 with respect 
to a holistic entrepreneurship understanding 
(Ramadani, 2015; Raven & Le, 2015; Djankov, 
Nikolova & Zilinsky, 2016; Haugh & Talwar, 2016; 
Welsh, Memili & Kaciak, 2016; Ismail, Husin, 
Rahim, Kamal & Mat, 2016).

To perambulate the conceptual framework, 
the entrepreneurship gap parameter has been 
delimitated to four specifi c entrepreneurship gaps 
of interest. Th ese gaps are consequential of Figure 
1 illustrations and are; family gap, income gap, 
skills gap and stress gap with the gaps development 
derived from various fi elds of study (c.f. Table 2). 
From these mentioned gaps stems the challenges 
that entrepreneurs encounter. Th e entrepreneur’s 
level of preparedness is put to the test. It is upon 
this platform where the entrepreneur must 
put into practice one’s abilities to confront the 
challenge arising from the gap based on the extent 
to which the challenges were expected. Failure 
to implement strategic adjustments at this point 
is presumed to widen the gap, infusing more 
operating challenges resulting in the collapse of 
the business if unsuccessfully managed.

FIGURE 1: ENTREPRENEURSHIP GAP IN THE EARLY STAGE (AUTHORS’ OWN CREATION). 
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As it is illuminated within this paper, EG is created 
when a diff erence exists between expectations 
and realities. At this point, if an individual 
intends to launch a business venture, one 
might have expectations such as freedom from 
commands, easy work, sustained income and 
even job satisfaction to be the reward of being an 
entrepreneur (McGowan et al., 2012; Ucbasaran 
et al., 2013). Some of these expectations among 
others are comprehended to drive the individual 
into entrepreneurship in the anticipation that the 
expectations will materialise. But, there are what 
the paper terms as business realities such as health 
problems arising from overworking, fi nancial risk 
and even bankruptcy that are part and parcel of 
entrepreneurship (Djankov et al., 2016; Haugh & 
Talwar, 2016). Th ese have an antagonistic eff ect on 
the entrepreneur’s survival in entrepreneurship 
at the same time, would possibly withhold the 
materialisation of the individual’s expectations.

In such devastating situations, it thus requires 
the individual to implement certain remedies to 
combat any challenges arising from withheld or 
unmet expectations. Inherently, the entrepreneur 
is susceptible to business ‘failure’ if one fails to 
initiate necessary business adjustments that would 
resuscitate the business – that is if for instance if 
expectations did not materialise (Ucbasaran et al., 
2013; Jenkins & McKelvie, 2016; Dias & Teixeira, 
2017). But, nonetheless, withheld expectations 
do not necessarily mean the business has failed, 
it simply means something has gone wrong or 
no longer works and hence corrective action is 
required (Arasti, 2011; Pretorius, Le Roux, 2011; 
Fatoki, 2014; Fatoki, 2014a; Mutoko & Kapunda, 
2017).

Deliberating from the aforesaid, this background 
could be one of the reasons why a high attrition 
rate of emerging business ventures exists since 
individuals give up soon yet there could be 
remedial ways to resuscitate the business before it 
collapses. One is, therefore, inclined to accept that 
the high number of early-stage business failure 
in South Africa is being driven by the absence 
of a diagnostic tool that would reduce such a 
predicament. EG analysis would thereby provide 
a platform to understand the possibility of either 
an entrepreneur is likely to succeed in operating 
a business or fail to do so. Such an attempt can 
best be achieved using suitable research methods 
grounded on the conceptual framework.

RESEARCH METHODOLOGY 
To attain the purpose of this paper, the study 
was conducted in Limpopo Province with 
entrepreneurship academics and entrepreneurs 
composing the population. A descriptive research 
design supported by a mixed method approach 
was employed. Th is was coupled with a two-
phase data collection procedure (Sibindi & Aren, 
2015). Phase one involved in-depth interviews 
responsible for the extraction of entrepreneurship 
expectations and realities’ themes used in 
developing the questionnaire. Phase two then 
used a structured self-completing questionnaire 
with questions derived from phase one themes. 
Th e purpose of phase two was to extract 
quantitative data for modelling. 15 respondents 
for phase one were purposively approached if 
they were operating a business (Ilker, Sulaiman & 
Rukayya, 2015). A minimum of 200 respondents 
for phase two was randomly approached if they 
were operating a business for not more than three 

TABLE 2: IDENTIFICATION OF GAPS

Gap Author Study Area

Family gap
McGowan et al., (2012)

Ramadani (2015)
Ismail et al., (2016)

Management of Business
Women Entrepreneurship
Entrepreneurial Success

Income gap
Metzger (2008)

Haugh & Talwar (2016)
Dawson (2017)

Firm closure
Social Entrepreneurship

Financial Optimism

Skills gap
Cooper & Artz (1995)

Khelil (2016)
Welsh et al., (2016)

Entrepreneurial Success
Entrepreneurial Failure

Entrepreneurship
Stress gap Djankov et al., (2016) Economics, Psychology, Entrepreneurship
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years. Th e series of events was then rounded up 
by explorative data analysis grounded on Discrete 
choice models.

Modelling Framework 
Th e development of a pragmatic model required a 
modelling framework that set the course of events 
concerning the variables of interest. To materialise 
this concept, discrete choice models (DCMs) was 
applied. A DCM is used in explaining, describing 
and predicting sets (choices) of two or more 
discrete options (Sarrias, 2016). Th e general 
DCM is given in equation (1).

      (1)

where yit denotes the process for individual 
(i=1,…,n) in period (t=1,…,T) , xit is a vector of 
independent variables (covariates) and εit is an 
error term. Th e general formulation of equation 
(1) falls under one of the following binary, 
ordered and Poisson models given in equation (2) 
(Sarrias, 2016).

  (2)

From equation (2), for the binary model, F(.) 
denotes the distribution function of the error 
term, for which F(ε)=Ʌ(ε) represents the logit 
model (logistic regression model). For the 
ordered model, kj denotes a threshold for choice 
j=1,…,J-1.

For this study, let EG=expectations-realities, 
then if EG>τ, where τ is some predetermined 
threshold, then this indicates a high risk of 
business failure. Let P(EGit=1|xit) be the 
probability of a high risk of business failure, then

      (3)

where 

 (4)

with       (5)

where  EGit takes value one if the entrepreneurship 
gap exceeds a pre-determined threshold τ, xit 
denotes the set of predictor variables (i.e. family 
gap (FG), income gap (IG), skills gap (SG) and 
stress gap (StG) ). Th erefore,

See eq. (6) below.

Th e parameters of equation (6) will be estimated 
using the maximum likelihood (ML) method. 
Th e log-likelihood function, , L(β|xit) is given in 
equation (7).

See eq. (7) below.

RESULTS 
Th e results presented in this section are derived 
from phase two data collection in line with 
testing the model. Respondents that met the 
criteria of operating a business for less than three 
years of existence were randomly selected. 215 
respondents managed to provide meaningful 
data and thus, their data was advanced for further 
analysis. Th e modelling and analysis was done 
using the open source soft ware, R version 3.6.0 
which is available on the R cran (https://cran.r-
project.org/).

Figure 2 illustrates the normal distribution of EG 
on data of 215 observations with four variables. 
Th ere a was a total of 215 respondents, i.e. . Th is 
was split into two sets, i.e. a training set with 
respondents and a validation set of respondents. 
Elastic Net Regression was used to prevent 
overfi tting through shrinkage methods of Ridge 
and Lasso resultantly providing meaningful data 
for predictions (Hastie, Tibshirani & Wainwright, 
2015).

For a start, if it implies likely challenges in running 
the business which may result in its collapse if 
EG has a large positive value, we initially set 
our threshold () to help in determining a binary 
variable for EG for which if , this would signal 

             (6)

             (7)
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FIGURE 2: PLOT OF ENTREPRENEURIAL GAP (EG) BASED ON A SAMPLE OF 215 RESPONDENTS 
(SOURCE: R VERSION 3.6.0) 

FIGURE 3: PLOT OF EG. THE HORIZONTAL DOTTED LINE DENOTES THE THRESHOLD . (SOURCE: R 
VERSION 3.6.0). 
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serious challenges the entrepreneur is likely 
to face. Th is threshold, , was determined as the 
average of the positive EGs from the training set 
and was found to be .

With EG plots known, the likelihood of the 
entrepreneur to succeed upon facing business 
challenges could be predicted. As in Figure 3, 
respondents above the threshold level face a 
dilemma of surviving the early stage of business 
as compared to respondents plotted below the 
threshold. A cross-validation test using Lambda 
was conducted which validated the model 
and its ability to predict the likelihood of an 
entrepreneur’s level of preparedness.

To illustrate the concept expressed by the model, 
Figure 4 displays an exemplifi ed EGF model. 
As presented in Figure 4, EG is subjected to 
entrepreneurs’ ‘business experience’ of which 
within the context of this paper, the experience 
is subject to four major variables – Family gap; 
Income gap; Skills gap and Stress gap. Th ese 
variables are postulated to have a causal eff ect 
on EG and thereby provide a starting point for 
understanding entrepreneurship failure. Th e 
illustration points out the existence of two zones. 
Zone 1 shows the area of a high risk of business 
failure while Zone 2 demarcates the area of high 
business success, however, this is dependent on 
the position of EG.

In Zone 1, an entrepreneur who is above the EG 
line–has higher EG levels–is postulated to have 
misaligned business expectations to business 
realities. Equally, the individual experiences more 
pressure in terms of adjusting to entrepreneurship 
as one would not have expected such necessary 
changes. Th is is attributed by the necessity to 
eff ectively adjust to business realities and the 
subsequent challenges arising thereof due to, for 
instance, the presence of a skills gap unaccounted 
for during the business adjustment process. In 
contrast, an entrepreneur below EG line (Zone 
2), is less likely to be aff ected. Entrepreneurs with 
lower levels of EG tend to have businesses with a 
higher propensity to survive. As postulated, the 
entrepreneurs expect and account for possible 
business adjustments in a manageable condition 
since business expectations and realities are more 
aligned.

Th e high attrition rate of emerging businesses 
in South Africa signifi es the need to develop 
workable means or methods that could be of use in 
decreasing the rate of early-stage business failure 
and, ultimately, to improve economic growth. Th e 
proposed model provides a diagnostic tool as a 
solution for the entrepreneur and simultaneously 
acts as a decision tool for CDIs which is something 
that has been indirectly requested by Underhill 
Corporate Solutions (2011); Ruiz, Soriano and 
Coduras (2015); Olugbola (2017). When the EG 

FIGURE 4: ENTREPRENEURSHIP GAP MODEL (AUTHORS’ OWN CONSTRUCT). 
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position has been identifi ed, the entrepreneur 
should re-evaluate their expectations in line 
with the propensity of the business to deliver 
those expectations. Th is would, however, require 
improving the individual’s preparedness wherein, 
CDIs could stimulate such improvements through 
eff ective monitoring and evaluation.

MANAGERIAL IMPLICATIONS 
A closer look at CDIs making use of the model 
reveals how managers can improve their services. 
With limited resources, available, CDI managers 
in charge of allocating funds are restricted 
to make decisions based on the business 
component alone. At the emergence of EGF 
model, managers can now have a comprehensive 
understanding of the entrepreneur together with 
the business component. Progressively, a holistic 
understanding of the client seeking funds will thus 
be achieved providing reasonable information that 
every manager in charge of funds would greatly 
embrace. At best, the manager can, therefore, 
predict the entrepreneur’s likelihood of success 
or not, thereby creating a platform for sound 
decisions to be made. Irrespective of managerial 
position, entrepreneurs making use of the model 
should bear in mind the constant need to stay at 
par with business realities, of which EGF model is 
a tool that could be used in such cases.

CONCLUSIONS
In cooperating the fi ndings, conclusively, the 
EGF model will act as a more comprehensive 
diagnostic mechanism that assists early-
stage entrepreneurship survival. Th e model 
addresses the need for an entrepreneur to 
adjust successfully to business realities. At ease, 
entrepreneurs will be able to assess their ability 
and level of preparedness towards establishing 
and operating a successful venture based on 
the predictions of the model. Th is assessment, 
in addition, should lead to the identifi cation of 
problem areas and conceive the implementation 
of remedies that advances the chances of 
entrepreneurship survival. Simultaneously, the 
CDIs can re-evaluate their strategies towards 
entrepreneurship development resulting in them 
providing the vital support resources to categories 
of entrepreneurs. Th e collaborative eff orts of the 
entrepreneur and the support structures would, 
in turn, be assisted by an EG diagnostic tool 

which would enhance entrepreneurship survival 
in emerging economies. Th is process should assist 
in developing strategic avenues that emerging 
businesses could consider to eff ectively manage 
initial challenges associated with high EG levels 
and business adjustment process. With such 
outputs from this paper, policymakers, emerging 
entrepreneurs and interested stakeholders, 
would have a more comprehensive and informed 
platform to tackle early stage business failure, 
which should, eventually, lead to improved 
survival ratings of emerging businesses in South 
Africa
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ABSTRACT 
Organisational culture and its embedded values 
are considered one of the most important factors 
infl uencing the long-term survival of family 
businesses. However, when the underlying values 
of a family business are not clear, stakeholders 
may act in ways inconsistent with these values, 
ultimately threatening the survival of the family 
business. Th e primary objective of this study 
was to explore the nature of values and how 
they shape organisational cultures in the context 
of family businesses. An exploratory multi-
case design was adopted and semi-structured 
interviews were undertaken with key participants 
from two family businesses. Th e data collected 
was analysed using directed content analysis. 
Th ree broad themes emerged, namely description 
of organisational culture, origin of organisational 
culture and organisational values.

Th e fi ndings show that each of the participating 
family businesses has its own unique 
organisational culture. In addition, many of the 
words describing these cultures are refl ected 
in the values explicitly embedded in the family 
business, values that stem from the founders. 
Th e role of values in shaping the organisational 
cultures of family businesses is thus illuminated.

Key words: Family business, organisational cul-
ture, values. 

Acknowledgement: Th e data used to write this 
paper was sourced from the M.Com of R Izaks.
 
INTRODUCTION AND PROBLEM 
STATEMENT
It is well supported in the literature that the success 

of an organisation is associated with the culture 
that exists in that organisation (Nathan, 2015; 
Hough, Th ompson, Strickland & Gamble, 2011; 
Visser & Van Dyk, 2011). In turn, the culture of 
an organisation is greatly infl uenced by the values 
of that organisation (Van Fleet & Griffi  n, 2006), 
and these values refl ect the organisation’s culture 
(Khandelwal & Mohendra, 2010). According to 
Hall, Melin and Nordqvist (2001), the dominant 
culture in many family businesses is the product 
of beliefs and values that are embedded in the 
family, its history and social relationships. Families 
have a strong desire to instil their values into the 
business, which then support the culture in the 
family business (Gómez-Mejía, Cruz, Berrone 
& De Castro, 2011)fi rm strategies, corporate 
governance, stakeholder relations and business 
venturing. We argue that socioemotional wealth 
or aff ective endowment of family owners explain 
many of these choices. We also examine some 
contingency factors (namely family stage, fi rm 
size, fi rm hazard, and the presence of nonfamily 
shareholders. Ward (2008) notes that family 
values are the hallmark of a family and the family 
as an institution defi nes the values and culture of 
the family business (Zapatero & Jiménez, 2013). 
It is through the family’s involvement in the 
business that the values of the family are directly 
transferred to the business, and directly infl uence 
business decision-making and organisational 
behaviour (Salvato, Chirico, Melin & Seidl, 
2019). “More than any other type of organisation, 
family business encapsulates the centrality of core 
values” (Sasaki, Ravasi & Micelotta, 2019:297).

In the context of family businesses, scholars have 
recognised that values are intimately connected 
with a family business’s identity, performance 
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and longevity (Rau, Schneider-Siebke & Günther, 
2019; James, Jennings & Breitkreuz, 2012; 
Distelberg & Sorenson, 2009). It is suggested that 
values positively contribute to the performance 
of a family business because they support its 
long-term survival, through shaping the long-
term vision of the business (Sharma & Nordqvist, 
2008), and serve as a source of sustainable 
competitive advantage (Habbershon, Williams & 
MacMillan, 2003).

Th e values of a family business are at the “core 
of family fi rm specifi cities” (Rau et al., 2019:195) 
and the presence of strong values contributes 
to the development of a distinct organisational 
culture in family businesses (Astrachan, Klein & 
Smyrnios, 2002). Values have been identifi ed as a 
feature which distinguishes between family and 
non-family businesses, as well as among family 
businesses themselves (Jaskiewicz, Heinrichs, Rau 
& Reay, 2016; James et al., 2012). In contrast to 
non-family businesses, values can provide family 
businesses with a unique identity based on the 
family (Rau et al., 2019). Values also distinguish 
family businesses from one another because 
their embedded values infl uence key decisions 
concerning strategy, structure and culture (Ward, 
2008).

According to Rau et al. (2019), few studies 
have examined values in the context of family 
businesses, with most relying on self-reports 
by family members, making their fi ndings 
susceptible to bias. Hall, Melin and Nordqvist 
(2001) suggest that organisational scholars could 
benefi t from insights into the particular values and 
norms associated with family ownership. Ceja, 
Agulle and Tàpies (2010) comment that it would 
be interesting to use case studies and in-depth 
interviews to explore how the values espoused by 
a family relate to those espoused in their family 
business, as well as between these family-espoused 
values and the values of action of those working 
in the family business. More recently, Rau et al. 
(2019) propose that by identifying the values in 
family businesses, insights could be forthcoming 
with regard to owner families’ priorities in terms 
of the interests and performance aspirations of 
both the family and the business. Future research 
should investigate the link between the family’s 
values and those espoused in the family business, 

possibly explaining why similar families come up 
with diff erent value profi les for their businesses 
(Rau et al., 2019).

Th e organisational culture and its embedded 
values are considered among the most important 
factors infl uencing the success rate and long-
term survival of family businesses (Joseph, 2014; 
Parada & Viladás, 2010). However, when family 
businesses are not aware of their underlying 
values, stakeholders may act in ways inconsistent 
with those values (Rau et al., 2019), ultimately 
threatening the survival of the family business. 
Against this background the primary objective 
of this study was to explore the nature of values 
and how they shape organisational cultures in the 
context of family businesses.

LITERATURE OVERVIEW 
Underlying theory 
Th e Successful Transgenerational 
Entrepreneurship Practices (STEP) framework 
proposes that several familiness resource pools 
infl uence the performance outcomes and 
ultimately the transgenerational potential of 
family businesses (STEP Academic Information 
Packet, 2013). Th e construct “familiness” refers 
to the unique resources and capabilities (resource 
pools) that are found in family businesses 
(Nordqvist & Zellweger, 2010). Th e STEP 
framework identifi es eight familiness resource 
pools: leadership, networks, capital, decision-
making, relationships, knowledge, governance 
and organisational culture. Each of these resource 
pools, including organisational culture, is a 
“unique set of resources of the family business 
which arise from the interactions between the 
family system as a whole, the individual family 
members, and the business itself ” (Habbershon 
& Williams, 1999:11). It is argued that these 
interactions lead to hard-to-duplicate resources 
and capabilities (e.g. organisational cultures) that 
give family businesses a competitive advantage 
and make them particularly suited to growth and 
long-term survival (Kraus, Harms & Fink, 2011).

According to Chrisman, Chua and Sharma (2005), 
familiness, or the unique bundle of resources and 
capabilities existing in family businesses, stems 
from the family’s infl uence on day-to-day business 
operations and decision-making. As one of the 
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familiness resource pools, the organisational 
culture of the family business is thus greatly 
infl uenced by the family’s involvement in the 
business, specifi cally through family values that 
permeate the business. Th e literature suggests 
that important values are “built into the DNA” 
of family businesses, and it is these values that 
contribute to the development of a positive and 
creative culture that fosters their longevity (Osei, 
Forkuoh, Akomea-Bonsu & Asare-Kyire, 2012).

Th e role of values in shaping the organisational 
culture of family businesses is specifi cally 
highlighted by the theory of socio-emotional 
wealth. Th is theory posits that wealth is derived for 
family business owners from both the economic 
and noneconomic aspects of their businesses 
Gómez-Mejía et al., 2011)fi rm strategies, 
corporate governance, stakeholder relations and 
business venturing. We argue that socioemotional 
wealth or aff ective endowment of family owners 
explain many of these choices. We also examine 
some contingency factors (namely family stage, 
fi rm size, fi rm hazard, and the presence of 
nonfamily shareholders. Family businesses gain 
noneconomic wealth or socio-emotional wealth 
by exercising authority, satisfying the need for 
belonging and intimacy, preserving the family 
dynasty, conserving the family business’s social 
capital, fulfi lling the family obligations based 
on blood ties as well as the opportunity to be 
altruistic to family members, maintaining the 
family reputation and, most relevant to the current 
study, by perpetuating family values through the 
business (Gómez-Mejía et al., 2011). Values as 
inimitable and unique resources, and how they 
are entrenched and transferred in the business 
and across generations, play a crucial role in the 
transgenerational success as well as the longevity 
of family businesses (Tàpies & Fernández, 2012).

Values and organisational culture 
An organisation’s culture refers to “the way things 
are done here” (Sun 2008:137) and is characterised 
by the deeply embedded norms, values, beliefs, 
hopes and behaviours, that are shared by people 
working in that business (Pekdemir, Kocoglu 
& Gurkan, 2013; Cruz, Hamilton & Jack, 2012; 
Sun 2008). An organisation’s culture represents 
a “socially created, shared mind-set that sets 
rules for behaviour” (Rossouw & van Vuuren, 

2014:303) and in doing so controls the way in 
which people in that organisation make decisions, 
behave, interpret and manage their environment 
(Nathan, 2015; Hellriegel, Slocum, Jackson, 
Louw, Staude, Amos, Klopper, Louw, Oosthuizen, 
Perks & Zindiye, 2012). Th ese rules for behaviour 
are maintained through “a continuous process 
of human interaction” (Martins & Terblanche, 
2003:65) and bind the organisation together 
(Kilmann, 1985).

Family businesses are a unique type of 
organisation involving individuals with a specifi c 
set of values, motivations, goals and behaviours 
(Salvato et al., 2019). Th e organisational culture 
within these businesses refl ects these values and 
shapes the way employees think, work and feel; it 
is the “operating system” in the business (Gavric, 
Sormaz & Llic, 2016) and one of the main 
factors infl uencing business decision-making 
(Motylska-Kuzma 2017). Organisational cultures 
vary signifi cantly between family businesses 
but have an orientation towards a clan culture, 
characterised by group, internal, and emotional-
personalist values (Marin, Hernandez, del Valle & 
Castillo 2016). According to Zahra, Hayton and 
Salvato (2004:364), “family fi rm cultures develop 
over time, refl ecting the dynamic interplay 
between owners’ values, organisational history 
and accomplishments”.

Values infl uence and refl ect an organisation’s 
culture (Khandelwal & Mohendra, 2010; Van 
Fleet & Griffi  n, 2006) and several scholars (Desai, 
2017; Bjørge & Whittaker, 2015) have highlighted 
the role of values in the forming and shaping of 
an organisation’s identity. Values refer to “moral 
principles, standards, and ethical and behavioural 
norms” (Koiranen, 2002:176). Rokeach (1973:5) 
defi nes values as “an enduring belief that a 
specifi c mode of conduct or end-state of existence 
is personally or socially preferable to an opposite 
or converse mode of conduct or end-state of 
existence.” Simply put, values refer to judgments 
about what is good or bad, right or wrong, and 
are standards by which things are evaluated 
(Kraaijenbrink, n.d.). According to Kroeber and 
Kluckholn (1952:173), “values fi nd objective 
expression in observable forms of culture” such 
as behaviour, and several studies (Zapatero & 
Jiménez, 2013; Bardi & Schwartz, 2003; Schwartz, 
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1999) link values to behaviour. Organisations 
oft en express their values through their name, 
logo or slogan (Abratt & Kleyn, 2012), and values 
are evident in various organisational artefacts 
(Rau et al., 2019).

Values in family businesses
In family businesses values are viewed as 
“either explicit or implicit conceptions of the 
desirable in both the family and the business 
life” (Koiranen, 2002:177). Family businesses 
oft en have important values such as stewardship, 
trust, honesty, philanthropy, integrity, social 
responsibility, respect, fairness, commitment and 
entrepreneurship, which enable them to create 
a positive and productive culture that fosters 
longevity (Osei et al., 2012). Zwack, Kraiczy, 
von Schlippe and Hack (2016) found that values 
such as modesty, equality, truthfulness and 
commitment were also oft en associated with 
family businesses.

When assessing which values contributed to the 
longevity of Finnish family businesses, values 
such as honesty, credibility, obeying the law, 
quality and industriousness were highly ranked 
by the Finnish respondents and represent modes 
of good ethical conduct (Koiranen, 2002). Tàpies 
and Moya (2012) found that values such as 
respect, entrepreneurial spirit, and stewardship 
were most highly ranked in a Spanish family 

business sample. Th ese values were followed by 
values such as loyalty, honesty, excellence, hard 
work and prudence, with quality and profi tability 
closely behind. In another study among European 
family businesses, Tàpies and Fernández (2012) 
found that honesty, hard work, integrity and 
respect were ranked as the most important values. 
Tàpies and Moya (2012) also found that the values 
necessary for the longevity of the business were 
the unity of the family involved in the business, 
sacrifi ce, generosity, and entrepreneurial spirit.

Values in family businesses tend to emphasise 
collectivism more that individualism (Ward, 2008) 
and family businesses tend to embrace social and 
moral values that sustain long-term relationships 
and a thriving community (Sorenson, 2013). 
According to Ward (2008), family business values 
are more humane, emotional and fundamental, 
than those of non-family businesses, whose 
values are more transactional, impersonal and 
directed towards economic outcomes. It is these 
diff erences that provides family businesses with 
a strong and durable culture (Ceja, Agulle & 
Tàpies, 2010).

In their research, Rau at al. (2019) identify 
six value categories, resulting in fi ve family 
business types with fi ve distinct value profi les. 
Th e six value categories and their underlying 
value dimensions are Universal Responsibility 

FIGURE 1: FAMILY BUSINESS VALUE PROFILES (SOURCE: RAU ET AL., 2019:206) 
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(reliability, sustainability, community, 
competence, responsibility), Benevolence 
(equality, tolerance, respect), Family (fi rm) 
Persistence (family success, tradition), Cohesion 
and Solidarity (being challenged, loyalty), 
Power and Innovation (dominance, creativity 
and exploration, ambition), and Embeddedness 
(home solidity, reputation). Based on diff erent 
combinations of these six value categories, Rau et 
al. (2019) propose fi ve types of family business, 
each possessing a distinct value profi le (see Figure 
1).

Family businesses with a Blurred value profi le 
display no clear profi le. Family businesses 
whose value profi le is equilibrium-orientated are 
considered to have a Balanced profi le. A Traditional 
value profi le is displayed by family businesses that 
are persistence-orientated, and are predominantly 
guided by their sense of commitment to the 
history, traditions, and achievements of both the 
family and the business. Family businesses with 
a Dominance value profi le are mainly driven 
by power considerations and their focus is on 
business outcomes. Family businesses described 
as having a Steward value profi le are cohesion-
orientated with a strong commitment to being 
responsible for the welfare of all stakeholders, 
which fundamentally infl uences their decision-
making and behaviour. Rau et al. (2019) conclude 
that the various value profi les help to distinguish 
diff erent family businesses from each other, 
confi rming their heterogeneous nature.

Th e importance of values in family businesses 
has been highlighted by several authors (Zwack 
et al., 2016; Mahto, Davis & Khanin, 2014; 
Zapatero & Jiménez, 2013). Th ese values are 
oft en entrenched in the business by the founding 
members (Manohar & Pandit, 2014; Koiranen, 
2002) and form the foundation of the family 
business culture (Denison et al., 2004). Th e 
business philosophy stems from these founding 
members’ values and defi ne the purpose and 
mission of the family business (Manohar & 
Pandit, 2014). For family businesses, more than 
for non-family businesses, these  values  oft en 
help to ensure cohesion, resolve confl icts, and 
strengthen operations (PwC Family Business 
Survey, 2016; Tàpies & Moya, 2012). According 
to Prince (2016), decision-making in most family 

businesses is based on the values of the family, 
which is seen as critical to the success and future 
of the family business.

RESEARCH DESIGN AND 
METHODOLOGY 
Paradigm and methodology 
An interpretivist paradigm and a qualitative 
methodological approach was adopted for this 
study. A case study methodology was used because 
the research was “located in a bounded entity, in a 
specifi c space and place” (Quinlan, 2011:182) and 
it allowed for an in-depth investigation in its real-
life context (Dresch, Lacerda & Miguel, 2015). 
More specifi cally, an exploratory multi-case 
design was adopted. Th is design allowed for a 
study of organisational culture and values within 
the context of family businesses, and enabled an 
analysis of data in each case and across the cases 
(Gustafsson, 2017).

Sampling and sample description 
Criterion sampling was used and the criteria used 
to identify the participating family businesses 
were as follows: Th e family must perceive their 
business as a family business; family ownership 
in the main operating business is above 50%; the 
family must have at least one active operating 
business; at least second-generation family 
members must be involved in ownership and/
or management of the family business; at 
least 50 employees must be employed in the 
main operating business; and the family has a 
transgenerational intention (i.e. an ambition to 
pass on the business to the next generation of 
family members) (Nordqvist & Zellweger, 2010). 
In this study, two family businesses that met this 
criteria were selected to participate. In addition, 
both operate in the automotive industry as motor 
vehicle dealership groups and are at similar family 
life stages. Th e aforementioned contributed 
to ensuring that external factors were kept as 
consistent as possible for both businesses. Th e 
two participating businesses (see Table 1) and the 
family members involved are described below. To 
protect their identities, pseudonyms are used for 
both the family businesses and the participants.

Th e founder’s oldest son, Arthur Th omas, is 
the current CEO of the Th omas Motor Group 
(TMG), with 60% ownership of TMG. His 
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brother, Clint Th omas, owns the remaining 40% 
shares. In addition to Arthur and Clint, two other 
family members (both second-generation) are 
involved in the family business. Martha Stow, 
the daughter of Arthur, has been employed in 
the family business for 13 years and holds the 
position of human resources director. Martha 
also serves as a member on the board of directors. 
Her cousin, Michael, is the other family member 
and he has been employed in the family business 
for approximately two years. He is the aft er-sales 
manager of the business and does not serve on 
the board.

Th e founder of Sieger Motors is Rohan Sieger who, 
shortly aft er the establishment, was joined by his 
brother, Willmar Sieger. Rohan died in 2015 and 
Willmar is no longer involved in the day-to-day 
operations of the family business, but still holds 
shares in the business. Th e founder’s nephew, 
Ryan Sieger, is currently the CEO and has worked 
for the family business for 13 years. His son, Luke 
Sieger, is also full-time involved in the business 
as a branch manager and he has been working at 
the family business for 11 years. Th e two sons of 
the founder Rohan Sieger are also involved full-
time in the business, as well as their spouses. 
Kane Sieger (son of Rohan) is a shareholder, as 
well as a sales director in the business. Kane’s wife 
Chenay is a sales manager. Kane has worked in 
the family business for 34 years, while Chenay has 
been working in the business for four years. Fred 
Sieger (Rohan’s second son), is a shareholder as 
well as the aft er-sales director in the business, and 
his wife Lisa is the paymaster. Fred has worked 
for the family business 37 years and Lisa for nine 
years. Th eir son Fred Jr. is a mechanics apprentice 
in the business and has worked for the business 

for seven months. Willmar (founder), Ryan, Fred 
and Kane all have a 25% share in Sieger Motors.

Data collection and analysis 
In order to collect the data, personal interviews 
with key participants from the two family 
businesses were undertaken. As this study formed 
part of a larger study investigating the STEP 
framework in a developing country context, a 
semi-structured interview guide provided by 
the STEP project was used. Th e interviews were 
recorded with a voice recorder and transcribed 
into text using MS Word. In line with the guidelines 
of the STEP project, fi ve or more interviews with 
key participants in each case were conducted. Th e 
number of participant interviews concurs with 
the number suggested by Creswell (2007). Table 
2 provides brief profi les and interview details of 
the various participants interviewed from both 
businesses. Family and non-family members, 
holding various positions were interviewed; the 
length of their employment ranged between 
seven months and 43 years. Table 2 also highlights 
each participant’s generation and position in the 
business, as well as their shareholding percentage 
if applicable. Interview times ranged between one 
and three and a half hours.

Th e data collected was analysed using directed 
content analysis. Th e approach was initially 
deductive, in that several themes associated 
with organisational culture were provided by 
the STEP interview guidelines. Th e eight steps 
recommended by Zhang and Wildemuth (2009) 
for undertaking qualitative content analysis were 
followed in this study. Using Atlas.ti 8 the coding 
process took place in two cycles. As this study 
formed part of a bigger project, the fi rst cycle of 
coding made use of deductive coding and involved 

TABLE 1: BUSINESS PROFILES

Name of family business Th omas Motor Group Sieger Motors
Form of ownership Private company Private company
Ownership generation Second-generation Second-generation
Ownership % 100% 100%
Nature of business Motor vehicle dealership Motor vehicle dealership 
Industry Automotive industry Automotive industry
Annual turnover ZAR 1 billion ZAR 700 million 
Employees 344 179
Number of active family members 4 8



504
WWW.IBC-CONFERENCE.COM

TA
BL

E 
2:

 P
RO

FI
LE

 O
F 

PA
RT

IC
IP

A
N

TS

Fa
m

ily
 b

us
in

es
s: 

Th 
om

as
 M

ot
or

 G
ro

up
 P

ty
(L

td
) 

Pa
rt

ic
ip

an
t

Fa
m

ily
/

no
n-

fa
m

ily
Re

la
tio

n 
&

 g
en

er
at

io
n

Po
sit

io
n 

in
 b

us
in

es
s

Sh
ar

eh
ol

de
r

Le
ng

th
 o

f 
em

pl
oy

m
en

t
In

te
rv

ie
w 

da
te

(s
)

In
te

rv
ie

w
le

ng
th

A
rt

hu
r Th

 o
m

as
Fa

m
ily

So
n 

of
 fo

un
de

r, 
2n

d 
ge

ne
ra

tio
n

CE
O

Ye
s

60
%

41
yr

s
3/

07
/2

01
3 

&
 

20
/0

8/
20

13
3h

30
m

in

C
lin

t Th
 o

m
as

Fa
m

ily
So

n 
of

 fo
un

de
r, 

2n
d 

ge
ne

ra
tio

n
D

ire
ct

or
 o

f o
pe

ra
tio

ns
 

an
d 

sa
le

s
Ye

s
40

%
43

yr
s

12
/0

8/
20

13
2 

hr
s

G
av

in
 B

ow
de

n
N

on
-fa

m
ily

n/
a

D
ea

le
r p

rin
ci

pa
l a

nd
 

fi n
an

ci
al

 d
ire

ct
or

N
o

10
yr

s
14

/0
8/

20
13

 
&

 
23

/0
8/

20
13

3h
30

m
in

M
ar

th
a S

to
re

Fa
m

ily
G

ra
nd

da
ug

ht
er

 o
f f

ou
nd

er
, 3

rd
 

ge
ne

ra
tio

n
H

um
an

 re
so

ur
ce

s 
di

re
ct

or
N

o
10

yr
s

22
/0

8/
20

13
 

&
 1

/1
0/

20
13

3 
hr

s

M
ic

ha
el

 Th
 o

m
as

Fa
m

ily
G

ra
nd

so
n 

of
 fo

un
de

r, 
3r

d 
ge

ne
ra

tio
n

Cu
sto

m
er

 se
rv

ic
e 

m
an

ag
er

N
o

2y
rs

21
/0

8/
20

13
1h

30
m

in

Fa
m

ily
 b

us
in

es
s: 

Si
eg

er
 M

ot
or

s P
ty

(L
td

)

Pa
rt

ic
ip

an
t

Fa
m

ily
/

no
n-

fa
m

ily
 

Re
la

tio
n 

an
d 

ge
ne

ra
tio

n
Po

sit
io

n 
in

 b
us

in
es

s
Sh

ar
eh

ol
de

r
Le

ng
th

 o
f 

em
pl

oy
m

en
t

In
te

rv
ie

w 
da

te
In

te
rv

ie
w 

le
ng

th
Ry

an
 S

ie
ge

r
Fa

m
ily

 
N

ep
he

w
 o

f f
ou

nd
er

, 2
nd

 g
en

er
at

io
n

CE
O

/D
ea

le
r p

rin
ci

pa
l

25
%

 
13

yr
s

06
/0

6/
20

17
2h

24
m

in
Fr

ed
 S

ie
ge

r
Fa

m
ily

 
So

n 
of

 fo
un

de
r, 

2n
d 

ge
ne

ra
tio

n
A

ft e
rs

al
es

 d
ire

ct
or

25
%

37
yr

s
05

/0
6/

20
17

1h
12

m
in

K
an

e S
ie

ge
r

Fa
m

ily
 

So
n 

of
 fo

un
de

r, 
2n

d 
ge

ne
ra

tio
n

Sa
le

s d
ire

ct
or

25
%

34
yr

s
05

/0
6/

20
17

1h
20

m
in

Lu
ke

 S
ie

ge
r

Fa
m

ily
 

G
ra

nd
so

n 
of

 fo
un

de
r, 

3r
d 

ge
ne

ra
tio

n 
(s

on
 o

f R
ya

n)
Br

an
ch

 m
an

ag
er

0
11

yr
s

06
/0

6/
20

17
1h

40
m

in

C
he

na
y S

ie
ge

r
Fa

m
ily

 
W

ife
 o

f K
an

e S
ie

ge
r, 

2n
d 

ge
ne

ra
tio

n
Sa

le
s m

an
ag

er
0

4y
rs

05
/0

6/
20

17
32

m
in

Li
sa

 S
ie

ge
r

Fa
m

ily
 

W
ife

 o
f F

re
d 

Si
eg

er
 2

nd
 g

en
er

at
io

ns
Pa

ym
as

te
r

0
9y

rs
05

/0
6/

20
17

1h
Fr

ed
 Ju

ni
or

 
Si

eg
er

Fa
m

ily
 

G
ra

nd
so

n 
of

 fo
un

de
r, 

3r
d 

ge
ne

ra
tio

n 
(s

on
 o

f F
re

d 
an

d 
Li

sa
)

Ap
pr

en
tic

e
0

7 
m

on
th

s
06

/0
6/

20
17

31
m

in

Jo
hn

 W
es

t
N

on
-F

am
ily

 
n/

a
A

ft e
rs

al
es

 m
an

ag
er

0
20

yr
s

06
/0

6/
20

17
35

m
in

N
ic

o 
O

be
rh

ol
ze

r 
(N

T)
N

on
-F

am
ily

 
n/

a
Ex

te
rn

al
 d

ire
ct

or
 

(c
ha

rt
er

ed
 ac

co
un

ta
nt

)
0

n/
a

05
/0

6/
20

17
1h

45
m

in

W
ill

ia
m

 E
dd

y
N

on
-F

am
ily

n/
a

Ex
te

rn
al

 d
ire

ct
or

0
n/

a
20

/0
6/

20
17

54
m

in



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

505

assigning codes to data chunks relating to all 
factors forming part of the STEP framework. To 
identify the initial chunks of data for the current 
study, key phrases relating to organisational 
culture were summarised in a coding scheme (see 
Table 3).

Th e second cycle of coding was inductive in 
nature. Th e second pass through the data focussed 
on identifying themes relating to organisational 
culture and values. Th ree broad themes emerged 
from the content analysis undertaken on the data 
collected, these were: description of organisational 
culture, origin of organisational culture and 
organisational values.

To ensure that diff erent coders would code the 
data in the same way, the researchers coded the 
data separately and then compared their codes to 
those in the coding scheme in the fi rst-cycle of 
coding, and to the codes that emerged during the 
second cycle of coding. Where necessary, codes 
were revised to ensure consistency and reliability. 
Th e data was then reported.

Several strategies were used to ensure the 
trustworthiness of the data and the results. Th e 
researchers achieved credibility by reporting 
accurate and complete data to refl ect true 
observations. Th e researchers undertook the 

interviews themselves and were involved in the 
research process for an extended period. To enhance 
the transferability of the data, the researchers 
ensured precise and detailed descriptions of the 
sample and the participants (Lincoln & Guba, 
1985). Dependability was ensured by making 
use of the STEP project guidelines for creating 
a thorough and well-documented methodology. 
To ensure confi rmability, the research process 
followed was accurately described and an audit 
trail was left  for others to determine whether 
conclusions and interpretations can be supported 
and traced back to their original sources.

EMPIRICAL FINDINGS 
Th e themes that emerged describing the 
organisational culture of the two participating 
family business are elaborated on in the following 
paragraphs.

Description of organisational culture 
A word cloud (Figure 2) was generated aft er the 
fi rst round of coding. In this fi gure, it can be seen 
that words such as people, values, think, business, 
family, respect, customers and integrity occur 
frequently when describing the organisational 
culture of the TMG. Other words worth noting 
are progressive, environment, nice, great, money, 
diff erent, happy, performance and together.

TABLE 3: INITIAL CODING SCHEME 

Unit Key phrases 

O
rg

an
isa

tio
na

l c
ul

tu
re

Th e way things are done here (Adiguna, 2015).

[In terms of] culture is the values, norms, behaviors and languages, shared and learnt world 
experiences (Stoff ers, Neessen & Van Dorp, 2015).

[Role of founder] enduring values of the founder(s) shape the business (Cruz et al., 2012; 
Duh, Belak & Milfelner, 2010).

[Physical evidence of] culture is comprised of four layers: artifects, values, perspectives and 
assumptions (Ramadani & Hoy, 2015; Sharpe, 2014).

[Role of vision] the vision of the family business and has a signifi cant infl uence on the 
culture (Neff , 2015).

[Next generations’s perspective] subsequent generations desire to preserve the values and 
beliefs of their family business founders (Heidrich et al., 2015).

Th e beliefs, practices, values, norms and traditions that create the internal environment of 
the family business (Revised Case Report Form, n.d.).
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Figure 2 shows that the culture of the TMG 
is people- and values-orientated. Focusing on 
both their customers and employees has been 
one of their key business strategies and has 
become an important part of the organisational 
culture. Gavin comments: “we have become more 
customer-centric; we have become more employee-
centric and seen the rewards that come along with 
that and that’s where I think our strength sits”. 
Th ere is also a real sense of professionalism in 
the business, as described by Gavin: “Arthur has 
tried to do over all the years, is to try and create 
an environment, a professional environment where 
the businesses is run on business principles, on 
values”. Th e TMG culture is also learning- and 
performance-driven. According to Michael, “at 
the end of the year in your performance appraisal, 
he [Arthur] says, ‘What have you done outside 
your normal job to do something diff erent and take 
this company further?’ ”.

From the word cloud (see Figure 3) generated 
aft er the fi rst round of coding, words such 
as people, honesty, integrity, values, family, 
customers, service and German were used most 
oft en when describing the culture of Sieger 
Motors. Similar to the TMG’s culture, Figure 3 
shows that Sieger Motors’ organisational culture 
is also people- and values-orientated. It has, 

for many years, been infl uenced by the family 
name and reputation, which is closely associated 
with honesty and integrity. According to John 
(a non-family employee), the Sieger family are 
known for being “gentle and very honest people”. 
Additionally, Ryan comments: “we have a name 
of a family business, we have got a name of being 
honest and we have got our integrity. So those are 
our strengths”. Employees are made to “feel [like] 
a part of the family”. Sieger Motors has an open 
door policy for both customers and employees. 
Kane explains: “we are open to anything, if there 
is any problems or any customer problems, any 
personal problems or whatever we are always there; 
we go and accommodate anywhere”. Chenay also 
remarks that “they [employees] are part of us; they 
know that they can come to us with any problems 
and any solutions or any ideas. We always try and 
involve them and get feedback from them”.

Origin of organisational culture 
Th e organisational culture existing in the TMG 
originates from the founder and his wife. It is a 
values-driven culture that stems from the family 
values which have been entrenched in the business 
over the generations. Arthur comments: “Let’s go 
back to Dad and look at some of his values … and 
let’s have a look at how they came through to me and 
how they’ve come through to Clint and how those 

FIGURE 2:  INITIAL WORD CLOUD OF ORGANISATIONAL CULTURE – THOMAS MOTOR GROUP 
(SOURCE: RESEARCHERS’ OWN CONSTRUCTION)
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values have gone through to the organisation and 
there is a very, very strong line of that happening”.

Th e organisational culture existing in Sieger 
Motors is also closely linked to the founders and to 
German culture. Th is is described by Kane: “there 
are very strong values coming from the family, from 
our upbringing … partly German culture too”. Luke 
adds that “my grandfather had very hectic German 
principles”, which the business still lives by today. 
Th e values of the business culture are believed to 
be based on the family values of the founders, as 
noted by Kane: “my father and my uncle’s passion, 
and also they believed in being honest, in integrity 
and in being hardworking”. However, Kane notes 
that the values are now very diff erent from what 
they once were: “the values are not like my dad 
and theirs were very high … you know, diff erent – 
and ours are at a level and the younger generation 
is just diff erent; you know they think diff erently”.

Organisational values 
Th e values of the TMG have increasingly been 
formalised over the years. Before Martha joined 
the business, even though the values of the 
business were evident, they were not explicitly 
expressed or openly discussed. Martha has 

been infl uential in formalising the values of the 
business and today there is broad consensus that 
the core values of the TMG are family-based and 
employee- and customer-centric. Th e business 
values are also Christian-based, as Arthur and 
Clint’s grandparents were deeply religious people. 
Clint comments: “the values, our family values 
come from strong Christian principles”. Further 
analysis of the word cloud presented in Figure 2 
reveals that the most frequent words associated 
with the organisational culture of the TMG are 
words that refl ect values, words such as people, 
business, customers, family, strong, staff , integrity, 
think, respect, right, develop, diff erently, and drive 
(Figure 4).

Th e values that have been formalised in the 
business today, are: respect, integrity, customer-
centric, people-powered, progressive and 
organisational excellence (see Figure 5).

Table 4 illustrates that the values formalised 
in the business are associated with several of 
the words most commonly associated with the 
organisational culture in the family business.

FIGURE 3: INITIAL WORD CLOUD OF ORGANISATIONAL CULTURE – SIEGER MOTORS (SOURCE: 
RESEARCHERS’ OWN CONSTRUCTION) 
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FIGURE 4: VALUES – THOMAS MOTOR GROUP (SOURCE: RESEARCHERS’ OWN CONSTRUCTION) 

FIGURE 5: FORMAL VALUES OF THOMAS MOTOR GROUP  (SOURCE: COMPANY WEBSITE, 2018)

TABLE 4: VALUES AND ORGANISATIONAL CULTURE–THOMAS MOTOR GROUP

Formalised business values Words describing organisational culture
Respect Respect
Integrity Integrity

Customer-centric People, customers
People-powered People, staff , family

Progressive Develop, drive, forward, diff erent(ly)
Operational excellence First, great, strong, right
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Th e values of the TMG have changed somewhat 
over the years. Arthur notes that “we initially 
had fi ve values … respect and integrity, doing it 
right, self-belief, team spirit”. Today the business 
maintains the values of respect and integrity 
as they were the two defi ning values from their 
initial value set. Customer-centric as a value 
was introduced because, as Gavin explains, “the 
strategy of the group has become more customer-
centric … we realised look aft er your customers, 
profi ts take care of itself”. Gavin believes that, at 
the TMG, “My people, hopefully, must greet you 
diff erently, must give you a warmer feel. I want you 
to come in here and feel that the coff ee that you’re 
having is superior to the coff ee elsewhere, or the tea 
even that you’re having is more superior, or your 
water with lemon in, so the image must always be 
the right pitch so that you’re feeling diff erent”.

In line with customer-centric values is the TMG’s 
move towards a people-powered organisation, 
where the business is concerned with touching and 
changing the lives of people and customers, and 
not only about fi nancial returns. Martha remarks 
that the business has been “the employer of choice 
in the industry … we look aft er our staff  and are 
focused on employee retention”. Moreover, the 
TMG introduced a new value, “being progressive”, 
as they seek to improve the business all round and 
constantly learn. According to Martha, “the value 
of progressive, that’s a fi rst time that we’ve ever done, 
the defi nition is, we continuously seek improvement 
in all aspects of our business, our people processes 

and our culture”. Organisational excellence in the 
business as a value has given rise to aiming for the 
best in all respects, as Gavin remarks: “we want 
the best equipment, we want it to be cutting edge 
from a technology point of view, so when there is 
something that is newer and greater and grander, it 
will seriously be considered”.

According to Martha, “we may not necessarily be 
living them [values] all yet, but we want them to, 
these are our goal, it’s what we want to achieve”. 
Additionally the values are communicated to 
employees and customer by email, the company 
website and appear on signs around the business. 
Employees are rewarded for living out the values 
of the business, and photographs of winners are 
displayed in a “people gallery”. Going forward, 
employee performance will also be measured 
against the values of the business. As Gavin 
comments: “TMG fi ts my values and TMG is run 
on a set of values … so all behaviours at TMG are 
aligned to those values, so any staff  member – and 
by the way, any customer who, outside of those 
values as well – I will go against them”. Th erefore, 
the values of the TMG create a homogeneous and 
stable way of thinking and acting for the business 
and its employees.

Further analysis of the word cloud presented in 
Figure 3 reveals that the most frequent words 
associated with the organisational culture of the 
Siger Motors are also words that refl ect values (See 
Figure 6). Most notable are honesty and integrity. 

FIGURE 6: VALUES – SIEGER MOTORS (SOURCE: RESEARCHERS’ OWN CONSTRUCTION) 
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Kane believes that these are the two main values of 
their business, and he says, “we treat all deals with 
honesty, all customers with honesty, and integrity 
– so what we say, we do”. Th e importance of 
honesty and integrity is highlighted by Fred who 
comments: “I think it is important in today’s life 
because a lot of the car dealers are not trustworthy 
at all … the honesty, integrity and our passion these 
are our values”. Other values identifi ed in the word 
cloud describing the organisational culture of 
Sieger Motors include people, customers, service, 
think, work, German and family.

Although the values of the business are clearly 
evident, they have not yet been formalised. Both 
Ryan and Luke, however, have pointed out that a 
process of formalising the values of the business 
is underway. Luke explains, “I suggested eight 
[values] and then Fred and Kane and my dad said, 
‘Okay, this one we must take out, this one I must 
make shorter, we don’t want it too long because 
then people are not going to register what it is, let’s 
just have fi ve and that is what we are going to have 
now’ ”. According to Ryan, newly hired employees 
are briefed on the values of the business in that 
“they get a leafl et with the core values of the 
business [appearing on it]”. He adds: “We also, 
we’ve got little placards with our values on, honesty 
and integrity … we are also busy designing nice 
boards for all the receptions”. Th e values excellent 
service, honesty, family, self-growth and intelligent 
decisions have been identifi ed informally as the 
values of the business (see Figure 7) and as Luke 

points out, “I have made nine of these boards with 
the values on, so I am going to put three up in each 
of the towns”.

Table 5 demonstrates how the values which 
have been semi-formalised in the business can 
be associated with many of the words most 
commonly associated with the organisational 
culture in the family business.

TABLE 5: VALUES AND ORGANISATIONAL 
CULTURE – SIEGER MOTORS 

Semi-formalised 
business values

Words describing 
organisational 

culture
Excellent service Service, customer

Honesty (and 
Integrity) Honest(y), Integity

Family Family, people, 
German

Self-growth Open
Intelligent decisions Th ink, know

DISCUSSION 
Th e fi ndings of this study show that each of the 
participating businesses has its own unique 
organisational culture, or way that “things are 
done in the business”. Within the TMG, the 
culture is people- and values-orientated. A 
sense of professionalism exists and a culture of 
performance and learning is encouraged. Th e 
organisational culture of Sieger Motors is 

FIGURE 7: SEMI-FORMAL VALUES OF SIEGER MOTORS  (SOURCE: RESEARCHERS’ EVIDENCE 
OBTAINED)
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closely associated with honesty and integrity, 
as well as with their German heritage. Th eir 
organisational culture is people- and family-
orientated, with a focus on service and 
upholding German quality and standards. In 
both businesses, a culture of caring for people, 
both employees and customers, is evident and 
a sense of pride in and loyalty to their product 
brands exists. As suggested by Gavric et al. 
(2016), it is clear that the organisational culture 
of both the TMG and Sieger Motors shapes the 
way employees think, work, and feel, and is the 
“operating system” in a family business.

Th e organisational culture of both participating 
family businesses originates from the founders 
of these businesses; their family values have been 
entrenched in both business over the years. In the 
case of the TMG these values are based on strong 
Christian beliefs, whereas those of Sieger Motors 
are based on strict German principles. Th is 
fi nding corresponds with the fi ndings of Duh et 
al. (2010), who contend that the organisational 
culture in family businesses relates to the 
enduring values of the founder(s), and it is these 
values that shape the character of the business. In 
addition, as suggested by Cruz et al. (2012), the 
fi ndings show that the organisational culture in 
both the TMG and Sieger Motors is infl uenced 
by the family’s culture, including their values and 
beliefs.

Organisational culture is a source of heterogeneity 
between the two businesses. Th e culture of the 
TMG is people- and values-orientated, and is 
professional and performance-driven. At Sieger 
Motors, the culture is based on their German 
heritage and the values of honesty and integrity. 
Th is fi nding is supported by the literature 
which suggests that heterogeneity occurs in 
family businesses because of their distinct 
characteristics, values and cultures (Marques, 
Presas & Simon, 2014; Barnett, Long & Marler, 
2012). In line with their professional culture, the 
values of the TMG have been formalised, whereas 
those of Sieger Motors are in the process of being 
formalised. Assuming that a more explicit and 
formal set of values is associated with a higher 
level of professionalism in the family business, 
the aforementioned fi nding concurs with Chua, 
Chrisman, Steier and Rau (2012), who state that 

professionalism is a form of heterogeneity among 
family businesses.

Words such as people, honesty, integrity, respect, 
family, customers and service were frequently used 
by interviewees when describing the organisational 
culture of both businesses. It is these words that 
are also associated with the formal (semi-formal) 
values of both businesses. Th e values found in the 
TMG and Sieger Motors agree with those oft en 
identifi ed in family business (Osei et al., 2012). 
Furthermore, the fi ndings of this study give 
support to Tàpies and Fernández (2010), who 
propose that the values of family businesses are 
more humane, emotional, and fundamental than 
those of non-family businesses, whose values 
are oft en more transactional, impersonal, and 
directed towards economic outcomes.

When considering the values formalised in both 
businesses, their values profi les are similar in that 
they both value providing excellent service to their 
clients, integrity and striving to do better. Both 
businesses value people, but the values formalised 
within Sieger Motors imply that the focus is on 
family, whereas those of the TMG imply a focus 
on customers and staff . However, these do not 
enable one to clearly classify the two participating 
businesses into any one of the fi ve family business 
types identifi ed by Rau at al. (2019).

In recent years, the values of the TMG have 
changed. Although some of their old values have 
been retained, several new values have been 
introduced and their value set has been refi ned. 
Members of the third generation have been 
instrumental in these changes. At Sieger Motors, 
the process of formalising their values has begun 
and a member of the third generation has also 
been instrumental in bringing this about. Th e 
involvement of the third generation in attending 
to the values of the participating businesses 
concurs with the fi ndings of Heidrich et al. (2015), 
who note that it is not uncommon for the next 
generation to want to adapt and refi ne the values 
of a family business. In both businesses, members 
of the second generation have welcomed these 
changes and have encouraged the third generation 
in doing so. Th is fi nding corroborates those of 
Neff  (2015), who suggests that visions and values 
need to be fl exible, as new generation family 
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business owners bring in their own perspectives 
and talents to the family business.

Although the values of both businesses have 
been attended to by the members of the next 
generations, it is evident that they all have a 
desire to preserve their family values. As such, 
this contradicts the views of some authors (e.g. 
Heidrich et al., 2015; Dyer, 1988), suggesting 
that subsequent generations may have no desire 
to preserve the values and beliefs of their family 
business founders.

Th e TMG is managed professionally as a 
corporate business. Th e values of the business 
have been explicitly formalised and, in line with 
Abratt and Kleyn (2012) and Rau et al. (2019), 
are visible on several organisational artefacts, 
including all documents, their website and on 
signage around the business. Th ese values set the 
norms and standards for behaviour, decisions, 
and operations within the TMG. Although the 
values of Sieger Motors are also evident, they are 
not explicitly formalised. However, at the time 
of the interviews, signage was being prepared 
on which the values of the business would be 
explicitly displayed. Given that many of the words 
commonly associated with the organisational 
culture of both family businesses are refl ected in 
the values explicitly embedded in the business, 
values that stem from the founders, the role of 
values in shaping the organisational cultures of 
these family businesses is illuminated.

IMPLICATIONS FOR FAMILY BUSINESS 
OWNERS, PRACTITIONERS AND 
RESEARCHERS 
Th e fi ndings of this study have managerial 
implications for family businesses in general. 
Family business owners should take cognisance 
of the role of values in shaping the organisational 
culture of their businesses. Formalising these 
values will contribute to an increased awareness 
of the values underlying their organisational 
cultures, which in turn will provide guidelines 
to ensure that behaviour is consistent with these 
values.

Th e fi ndings of this study also have managerial 
implications for the participating family 
businesses. More specifi cally, both family 

businesses need to continuously ensure that all 
employees, both family and non-family members, 
are familiar with the values of the business and 
are aware of which behaviours and actions would 
contradict or not support these values. By visually 
displaying their values and rewarding employees 
for demonstrating these values, both businesses 
will increasingly be able to embed these values 
into their business culture. Sieger Motors needs 
to ensure that, as its values are shaped from one 
generation to the next, the original values which 
built the business, its reputation and brand, 
must continue to be evident. Sieger Motors must 
increasingly formalise its values so that employees 
are enabled to behave and operate accordingly. As 
is the case with the TMG, company values should 
be visibly displayed on the premises, and appear 
on company websites, social media platforms and 
all other business documents. Sieger Motors could 
also introduce a reward system whereby employees 
are rewarded for demonstrating the values of the 
business. Rewards could be of a fi nancial nature 
or through individual recognition.

Furthermore, as suggested by Rau et al. (2019), 
researchers in the fi eld of family business who seek 
to explain family business behaviour need to more 
clearly understand the sources of heterogeneity 
among these businesses. Researchers in the fi eld 
should note how organisational cultures and 
values serve as a source of heterogeneity among 
family businesses, and how ignoring these 
diff erences could lead to inconsistent research 
results.

CONTRIBUTIONS AND LIMITATIONS OF 
THE STUDY 
Th is study makes several contributions. 
Understanding complex, nuanced family business 
issues, such as those relating to organisational 
culture, is one of the greatest challenges facing 
the fi eld of family business (Litz, Pearson & 
Litchfi eld, 2012). Furthermore, research in 
developing countries on the familiness resource 
pools, including organisational culture, is limited. 
No reliable evidence of best practices for family 
businesses operating in these countries has been 
identifi ed or supported (Welter, Ramachandran, 
Discua Cruz, Fang & Basco, 2016). Th e family 
is one of the main institutions in every culture, 
and family business values could diff er between 
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countries, contexts and cultures (Rau et al., 2019). 
Th erefore, exploring value-related practices 
among family businesses in a variety of cultural 
settings, is an interesting avenue of research.

By highlighting the diverse nature of the 
organisational cultures and the role of values in 
creating the cultures that exist in family businesses, 
this study has also responded to several calls (Rau 
et al., 2019; Hernandez-Linares, Sarkar & Lopez-
Fernandez, 2017; Harms 2014) for researchers to 
gain a deeper understanding of the heterogeneity 
that exists in family businesses.

According to Melin, Nordqvist and Sharma 
(2014), the concept of familiness is in need of 
greater and more in-depth understanding as 
well as proper formulation as a construct. In 
response to this need, the current study focused 
on organisational culture as a familiness resource 
pool only. Future studies could focus on the other 
resource pools that contribute to the long-term 
success of family businesses. Th e fi ndings of this 
study are based on data collected from only two 
multigenerational family businesses operating in 
the automotive industry in South Africa. Including 
more cases in other industries, increasing the 
number of interviews with non-family employees 
and undertaking interviews with family members 
not actively involved in the family business, 
could lead to more information and richer data 
that could add a greater understanding of how 
values shape the organisational cultures of family 
businesses in general, and in a developing context 
in particular.
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ABSTRACT 
Th e Mantsopa Local Municipality is confronted 
with challenges such as a high unemployment 
rate, poverty, inequality and a stagnant economic 
performance. Th is paper falls in the sphere 
of local economic development. A study was 
conducted to determine the relationship between 
the entrepreneurship skills of small and medium-
size business owners and business growth in 
the Mantsopa municipal area. Th e assumption 
is that if business owners lack the necessary 
entrepreneurial skills, business growth will be 
low. Th erefore, a positive relationship between 
the two variables was assumed. Low levels of 
entrepreneurship skills and business growth have 
a high possibility to serve as a partial explanation 
for the unemployment rate and stagnant economic 
performance of the Mantsopa Local Municipality. 
An exploratory, cross-sectional survey was 
conducted. Th e research project identifi ed market 
engagement and networked business opportunity 
seeking as good predictors for business growth in 
this area. Th e fi ndings confi rmed that business 
skills training would have a strong infl uence on 
business growth. Entrepreneurship skills training 
may also enhance business growth in the long 

term. Finally, by improving business growth, 
the potential for vibrant economic activities to 
lower the high unemployment rate that has been 
persistent in this local municipality would be 
enhanced.

Keywords: Entrepreneurship skills, local eco-
nomic development, municipality, small and 
medium businesses

INTRODUCTION 
It is generally believed that municipalities are 
the foot-soldiers of local economic development 
(LED) (Venter, 2014:722). Th e Constitution 
of South Africa (Act 108 of 1996) specifi es in 
Sections 152 and 153 that municipalities must be 
structured in such a way that one of their objectives 
is to promote social and economic development 
(Rabie, 2011:5). Patterson’s (2008:7) confi rmed 
that the White Paper on Local Government (1998) 
introduced the concept of LED as part of the term 
‘developmental local government’, defi ning it as: 
“Local government committed to working with 
citizens and groups within the community to fi nd 
sustainable ways to meet their social, economic 
and material needs, and improve the quality of 
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their lives”. According to the Department of Co-
operative Governance and Traditional Aff airs 
(COGTA, 2012:4), LED can make a unique 
contribution to national development through 
the eff ective implementation of government’s 
economic policy at the local level. Th e importance 
of LED is also characterised by the fact that it is 
at the local level where all economic activity takes 
place and jobs are created.

Th ere are various defi nitions of LED but for the 
purpose of this paper the defi nition of Swinburn, 
Goga and Murphy (2006:1) was refi ned: “LED 
occurs when a community consciously decides 
to improve the economy of the area where they 
live, by getting all stakeholders such as the 
public, private and non-governmental sector 
in that specifi c area work together using their 
local assets in a manner that it creates decent 
jobs which will improve local living conditions, 
ensuring a sustainable economic future”. South 
Africa has embarked on various approaches 
to promote inclusive economic participation 
and off er equal economic opportunities to all 
in an eff ort to solve the challenges of poverty, 
unemployment, inequality, low economic growth 
and development.

Th e National Framework for Local Economic 

Development (NFLED) 2014-2019, as depicted 
in Figure 1, indicates the importance of skills 
development in pillar 2, whilst pillar 4 depicts 
the importance of assisting small and medium 
enterprises (SMEs) as a mechanism to achieve 
economic growth and job creation.

According to Yusuf and Albanawi (2016:49-
50), entrepreneurship development could play 
a signifi cant role in job creation, attracting 
more investments, increasing production, 
and providing a source of additional taxes. 
Unfortunately, the sustainability of businesses in 
South Africa appears to be low, and the failure 
rate of businesses are unacceptably high.

An opinion exists that most entrepreneurs 
participating in the SME business sector lack the 
technical business skills to run their businesses 
successfully. Ngek and Van Aardt Smit (2013:3033-
3035), for example, asserted that the SME business 
sector is characterised by high failure rates 
due to low levels of creativity and innovation. 
Consequently, the majority of businesses lack 
the capacity for market competitiveness and job 
creation. Th e study further revealed the existence 
of 5 579 767 SMEs in South Africa, providing 7,8 
million job opportunities. Th is implies that an 
average of fewer than two jobs has been created 

FIGURE 1: NATIONAL FRAMEWORK FOR LED 2014-19, POLICY PILLARS (SOURCE: NATIONAL 
FRAMEWORK FOR LED 2014-19 (2014: A18))
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per individual business, showing a small impact 
for sustaining economic progress in the long run.

Th e study presented in this paper was done 
in the Mantsopa Local Municipality (MLM). 
Th e purpose of the study was to determine if 
SME growth in a specifi c business locality can 
be achieved through entrepreneurship skills 
training.

Th e MLM consists of fi ve small towns, Ladybrand, 
Hobhouse, Tweespruit, Th aba Patswa and 
Excelsior. Th e municipal area covers a total of 
4 291 square kilometres. It forms part of the Free 
State Province of South Africa and falls within the 
district municipal area of Th abo Mofutsanyana. 
Th e economy is primarily driven by commercial 
agricultural activities. According to StatsSA 
(2011), the municipality has a low economic 
growth rate of -0.81%, an overall unemployment 
rate of 29.2%, with the youth unemployment rate 
exceeding 38.2% and a dependency ratio of 59.2%. 
Th e Integrated Development Plan (IDP) (MLM, 
2018:51) of the MLM also reveals that inequality 
in the wards is between 12.1% and 42.5%. 
Th e municipality is therefore challenged with 
improving the local economy, reducing inequality 
and poverty, and facilitating interventions that 
will enhance socio-economic prosperity and the 
development of this region.

Th e researchers accepted the general empirical 
fi ndings of King’ori and Th eori (2016:99-100), 
that entrepreneurship education and training 
have proven to play a key role in successfully 
growing and sustaining businesses, and that 
technical business knowledge may create certain 
competitive advantages. Hence, at a local level, 
it is important to identify precisely which skills 
are required by the business owners to achieve 
business success. In the case of the MLM area, the 
IDP contains the following statements in regard 
to SME development:

Th e SME sector needs to be well established with 
enough business skills training programmes 
endowed with human resource management 
excellence. To ensure that the SME business sector 
makes a positive contribution specifi cally to LED in 
the area. Th e desire is that all human resources will 
be developed to the extent that they can perform 

their responsibilities in an economical, eff ective, 
effi  cient and accountable manner (MLM IDP, 
2018:103).

PROBLEM INVESTIGATED AND THE 
RESEARCH QUESTION 
High levels of unemployment in a predominantly 
agriculture-oriented environment exists in 
the MLM. SMEs are seen as job creators and 
should be assisted according to the NFLED 
2014-19. Th e MLM wants to assist SMEs, and 
this study was conducted to determine whether 
entrepreneurship skills relate to business growth 
in the MLM area.

By focussing on a specifi c municipal area, 
recognition is given to the assertion of Baủ, 
Chirico, Pittino, Backman and Klaesson (2019:8) 
regarding the importance of local embeddedness 
and localised knowledge requirements that can be 
enhanced through training and socialisation in a 
particular context. Th e researchers were therefore 
interested in answering the question:

“Are the entrepreneurial skills of small business 
owners in Mantsopa Municipality, as a determinant 
of local economic development, positively related to 
business growth?”

LITERATURE REVIEW AND HYPOTHESIS 
DEVELOPMENT 
Th e need exists for the South African (SA) 
government to support entrepreneurship 
development and business establishment as this 
may have a positive spill-over eff ect on employment 
creation. In particular, local entrepreneurship 
and the development of entrepreneurs’ skills 
and capabilities can act as a basis for sustainable 
LED (Chivu, 2019:79-80). Entrepreneurship 
spearheaded by human capabilities will result in 
better effi  ciencies, incomes and wealth creation 
(Dhari & Omri, 2018:67). According to Brijlal, 
Naiker and Peters (2013:589), entrepreneurship 
activities in SA have not resulted in sustainable 
job creation due to poor business performance. 
Th e majority of business owners engage in 
practices which limit them from gaining high 
market shares and covering the costs of business 
practices. Although the SA government has 
initiated eff orts to off er technical support for 
entrepreneurship development, the initiatives are 
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not suffi  cient as poor business performance, and 
high levels of business failures are still evident 
(Van Scheers, 2016:3).

Sub-Saharan countries are faced with challenges 
of persistently high unemployment rates 
(Omoruyi, Olamide & Gomolemo, 2017:5-
9). Entrepreneurship has been identifi ed as a 
mechanism to resolve the challenges of poverty – a 
situation which is related to stagnancy in creating 
employment opportunities. Subsequently, 
entrepreneurship development has been at the 
forefront of LED strategies in SA to address the 
challenges of poverty persistence and business 
failure (Naidoo, 2010:234-237). Hence, there is a 
need to conceptualise strategies that would foster 
economic growth and encourage high standards 
of enterprise operations. Th is requirement clearly 
relates to a high level of business skills application 
as emphasised in pillar 2 of the NFLED 2014-19 
(2014: A18) (see Figure 1).

Th rough entrepreneurship skills development, an 
opportunity is created to stimulate employment 
creation, possible economic growth and progress 
in a local territory. From a classical economics 
viewpoint, this can be achieved if the business 
owner (entrepreneur) possesses qualities 
like foresight, talent for organisation and 
administration, energy and leadership. Success 
can then be expressed in terms of profi t in return 
for the entrepreneur’s skills and talents (Kirby, 
2003). Classical Austrian, French, German 
and British economists of the eighteenth and 
nineteenth century regard rational decision-
making, inventiveness, technical knowledge, 
foresight and the existence of certain personality 
traits of the entrepreneur as critical business 
success factors (Ludwig von Mises Institute, 
2012; Basu, 2010; Winata, 2008; Kirby, 2003). 
New-classical economists like Marshall, Knight, 
Schumpeter and Von Mises regard knowledge 
of trade, technical knowledge, forecasting, 
judgement, leadership, confi dence, innovation 
and performance management skills as essential 
prerequisite skills for business success (Kirby, 
2003). Bashir and Akhtar (2016:91-100) found 
that innovation and entrepreneurship are 
core factors to attain economic growth, and 
innovation is a critical requirement to respond 
to economic development and has a strong 

infl uence on competitiveness. Following a 
positive psychological capital approach, Phatlane 
(2013:156) empirically found that training 
programmes can foster creativity and strengthen 
the psychological capital of entrepreneurs in 
support of achieving business success.

Hence, it can be hypothesised from the literature 
that a positive relationship exists between the skills 
of an entrepreneur and his or her achievement in 
business growth.

Hypothesis 
Th e following hypothesis was tested based on the 
assumption that business growth can be regarded 
as an indicator of business success:

“Th e possession of entrepreneurial skills can be 
used to predict business growth in the Mantsopa 
Local Municipal area.”

RESEARCH METHODOLOGY 
Based on an exploratory, cross-sectional, 
structured survey design, a convenience sample 
of 80 small and medium-sized business owners 
was selected from a population of 100 small 
and medium-sized businesses to participate in 
the research. Th e sample size was calculated 
taking into account a 95% confi dence interval, a 
margin of error of 5%, and a population size of 
100. All participating respondents were informed 
about the purpose of the survey and ensured 
that the information provided would be treated 
as confi dential. Institutional ethical clearance 
was obtained to conduct the research. Th e 
questionnaire contained closed-ended questions 
formulated in English, which the respondents 
had to answer. Data collection was done 
during August and September 2018. Data were 
captured on an Excel spreadsheet and analysed 
using the SPSS version 24 soft ware statistical 
package. To determine the reliability of the 
questionnaire, the Cronbach Alpha coeffi  cient 
was calculated to assess the internal consistency 
used in the context as a multi-item measurement 
instrument. To control for collinearity, establish 
item homogeneity and establish the predictive 
factors for business success, a skills Verimax 
factor analysis was performed. Factor analysis is 
a technique used to facilitate ways to manipulate 
the large size of a data set to be reduced or 
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summarised into a manageable set of components 
to pursue other tests of inferential analysis, such 
as regression analysis (IBM Corporation, 2012). 
A multi-regression analysis was performed to 
assess the relationship between entrepreneurship 
skills and business success. Laerd statistics 
(2019) explain that a multi-regression analysis is 
used when one wants to predict the value of the 
dependent variable based on the value of two 
or more independent variables. It allows one to 
determine the overall fi t (variance explained of a 
model and the relative contribution of each of the 
predictor variables).

EMPIRICAL FINDINGS 
Of the planned sample of 80 participants, only 
76 indicated a willingness to participate in the 
research. Of the 76 questionnaires completed, 
another six had to be eliminated due to errors 
made in the completion of the questionnaire. Th is 
resulted in 70 useable questionnaires or 87.5% of 
the planned sample. Th e respondents’ biographic 
and demographic information is presented in 
Figure 2.

Th e data revealed that the majority of the 70 SME 
entrepreneurs, 97.1% (n = 68), were below the 
offi  cial retirement age in SA, and 57.14% (n = 40) 
were male and 42.86% (n = 30) were female. Th is 
represents a bias towards the opinions of the male 
viewpoints. In the constitution of the sample, 
78.6% (n = 55) of the entrepreneur respondents 
were SA citizens, whilst 21.4% (n = 15) were 

foreigners, which gives a fair representation of 
the commercial business composition that exists 
in MLM.

A Cronbach’s Alpha coeffi  cient for the diff erent 
sections of the predictive variables varied between 
0.828 and 0.709, indicating that satisfactory 
levels of reliability were achieved. Four critical 
predictive skills variables were identifi ed by 
means of the factor analysis that could be used 
as predictive variables for business growth in the 
MLM area, namely:

• Market engagement skills 
• Networked Business Opportunity seeking 

skills
• Human resource management skills
• Financial and support services skills

Th e above-mentioned factors explained 55.269 
of the total variances for business growth. Before 
commencing to test the hypothesis, it was verifi ed 
that data were normally distributed by plotting 
graphs. Th e data are presented in Figure 3.

Th e pattern of spread of the residuals revealed a 
normal distribution according to the presentation 
of the histogram, whilst the scattered plot pattern 
on the curve clearly confi rms that the data 
values were related. To determine the goodness-
of-fi t of using the fi ve predictor variables to 
predict business growth, an ANOVA-test was 
performed. Th e results showed a low likelihood 

FIGURE 2: RESPONDENTS’ BIOGRAPHIC AND DEMOGRAPHIC PROFILE 
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that the developed model occurred by chance, 
given an F-value of 12.280 F ratio at a statistical 
signifi cance level of 0.000 (See Table 1). Th us, 
the developed model was a good fi t to show that 
entrepreneurship skills development predicts 
business growth.

Table 2 revealed that two signifi cant variables 
could be used to predict business growth, namely 
‘market engagement’ and ‘networked business 
opportunity seeking’. With an R2-value of 0.49, 
the researchers were able to explain 49% of the 
total variance. Th e fi nal predictive model that also 
confi rm the stated hypothesis can be expressed by 

the following equation:

Y (Business growth) = -0.631+0.654 (Market 
Engagement) +0.287 (Networked Business 
Opportunity Seeking)

According to the measurement instrument, 
the following specifi c skills are attached to each 
predictive variable, and therefore contributes to 
business growth in the MLM area as indicated by 
Table 3.

MANAGERIAL IMPLICATIONS 
Firstly, the study confi rms the importance of 

FIGURE 3: VERIFICATION OF NORMAL DISTRIBUTION OF DATA 

TABLE 1: ANOVA-TEST ON THE SIGNIFICANCE OF PREDICTOR VARIABLES ON BUSINESS GROWTH

Model Sum of 
squares df Mean square F Sig.

1
Regression 10.415 5 2.083 12.280 .000b

Residual 10.856 64 0.170
Total 21.271 69

TABLE 2: PREDICTIVE MODEL OF BUSINESS GROWTH IN THE MLM AREA

Model Β-coeffi  cient t-value Sig R2-value
Constant -0.631 2.175 0.047

0.490

Market Engagement 0.654 3.727 0.000
Networked Business 
Opportunity Seeking 0.287 2.037 0.046

Human Resource 
Management -0.153 1.108 0.278

Business Priorities 0.201 1.631 0.108
Financial and Service 
Support 0.057 0.378 0.709
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SMEs in the MLM area. Secondly, the MLM 
should develop a specifi c entrepreneurial 
skills development programme to strengthen 
networking and market engagement skills 
to support business owners in growing their 
businesses.

CONCLUSION 
In accordance with the results reported by 
Bezuidenhout and Nenungwi (2012:11659-
11665), this study confi rms that developing a 
skills training framework that directly supports 
business goals and objectives can eff ectively 
promote competence in the business market. 
However, this study extends the body of knowledge 
by taking the territorial specifi cs of the MLM into 
account. In this context, it appears that market 
engagement and networked business opportunity 
seeking skills are particularly important to 
address in training programmes to assist 
entrepreneurs in achieving business growth. Th e 
specifi c skills attached to each predictor variable 
were also identifi ed. Whilst the study has made 
a contribution to entrepreneurship skills training 
as a contributor to business growth, it cannot fully 
explain causal eff ects due to the cross-sectional 
nature of compiled data. However, it was able to 
identify the factors that can be used to predict 
business growth in this particular context.
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ABSTRACT 
Th e brand of AirBnB is recognizable worldwide, 
and most users of this service do not contemplate 
that they are partaking in collaborative 
consumption or the sharing economy. Neither are 
they concerned about the polarized responses to 
the economic eff ect of this disruptive innovation. 
Th ey also do not realise that they are contributing 
to wealth creation on a wider scale. Collaborative 
consumption is driven by the internet, online 
transacting and mobile telephony, enabling peers 
to share their excess space and possessions at a 
price and providing new opportunities for travel, 
leisure and exposure. Not everyone shares this 
sentiment though, and while the hotels and city 
managers are crying foul, the policy makers are 
convening to fi nd solutions to meet the needs of all 
stakeholders. Th e purpose of this theoretical paper 
is to investigate the opportunities introduced by 
AirBnB and its eff ect on the traditional tourism 
industry.

Key words: sharing economy; tourism, AirBnB; 
emerging market; South Africa 

INTRODUCTION
Sharing assets is not new, however, a trend is 
developing where owning assets has become 
less important than simply having the use of it 
(Netter, Pedersen & Lüdeke-Freund, 2019; Aloni, 
2016). Called the sharing economy, collaborative 
consumption, or the peer-to-peer (P2P) economy, 
this business model involves individuals letting 
their under utilised assets to others at a fee 
(Berold, 2014; Th e Economist, 2017). AirBnB 
is an example of a sharing business model that 
creates a market where peer-to-peer exchanges 
of accommodation can take place, fueled by 
technological advances and widespread access to 
the internet (Netter et al., 2019). It has become so 
popular and its success and growth over the past 
decade has resulted in more than three million 

accommodation sites in more than 65 000 cities, 
where it is used by more than 160 million guests 
and travelers (Yang, Lee, Lee & Koo, 2018).

Th is form of accommodation has disrupted 
the tourism sector and off ers inexpensive 
accommodation alternatives to traditional hotels 
and guesthouses (Christie, 2016; BusinessTech, 
2019). Just as the emergence of low cost airlines has 
resulted in people travelling more frequently, the 
emergence of AirBnB has created new demand. 
Whereas more people are travelling and staying 
in shared accommodation, the hotel industry has 
been negatively aff ected and midrange hotels (2 
and 3 stars) have experienced a decline in room 
occupancy of up to 60% (Griffi  th, 2016; Forgacs 
& Dimanche, 2016).

In developing countries such as Cuba, the advent 
of AirBnB has created broader wealth where 
the average income per capita has gone from 
$23 to $250 (Griffi  th, 2016). However, while 
the entrepreneurial aspect is encouraged and 
applauded, nearly concurrently the reduction in 
hotel revenue has alerted authorities, echoing the 
sentiments of the tourism sector to prevent unfair 
competitive practice (Griffi  th, 2016; Edelman 
& Garadin, 2016). Yet, harmonization may be 
possible and instead of crying foul, the hotel 
industry may consider alternative measures to 
successfully compete against this latest rival. Th is 
paper therefore considers the entrepreneurial and 
growth opportunities off ered by AirBnB to the 
tourism sector, including traditional hotels and 
home sharing.

BACKGROUND 
Since its inception in 2008 in the USA, AirBnB 
has been instrumental in transforming the 
tourism industry (Forgacs & Dimanche, 2016). 
Homeowners off er their privately owned access 
space, ranging from an entire home to a spare 
bedroom, couch, cars, boats or any under-
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utilised owned assets (Th e Economist, 2017). 
Using an internet enabled shared platform, users 
meet sellers online, register on an application 
(or “app”) on their mobile devices, and transact 
(Christie, 2016; Yang et al., 2018). AirBnB is the 
service enabler and owns the platform, charging 
a fee to users and sellers (Th e Economist, 2017).

Various factors have contributed to the rapid and 
prevalent adoption of AirBnB as accommodation 
alternative. Amongst others were the slow 
recovery from the 2008 global recession, the 
appearance of micro entrepreneurs, increasing 
trust and usage of online shopping and the growth 
in tourism driven by low-cost air travel (Netter et 
al., 2019; Altinay & Taheri; 2018). While critics 
and naysayers lament the negative impact, others 
are optimistic that the general rise in the level of 
economic activity caused by this disruption will 
have a bigger positive impact (Botha, 2015).

Th e confl icting views of the various stakeholders 
of the sharing economy has inspired this study. 
Th e objective of this conceptual paper is therefore 
to investigate the sharing economy, with particular 
focus on AirBnB as a frontrunner, and to present 
fi ndings of literature studied in the western world 
and to a limited degree in South Africa as an 
emerging economy.

Th is study off ers some valuable theoretical and 
practical insights. Th eoretically, it examined the 
concepts of the sharing economy at work in an 
emerging economy, adding to scant but growing 
knowledge. Practically, this study suggests possible 
solutions managers, researchers and policy makers 

in South Africa, where the sharing economy is in 
its infancy. Starting with a literature review, and 
continuing with a discussion, conclusions section 
and recommendations to managers, this study 
off ers a well-researched investigation into topical 
issues relevant to the sharing economy and 
suggests areas of further enquiry, particularly in 
the context of emerging economies, where little 
research has been conducted.

LITERATURE REVIEW 
Th e literature review is discussed under the 
following sub-headings: Th eories underpinning 
the sharing economy; the success of AirBnB, 
revenue and other challenges posed by AirBnB, 
how hotels can compete against AirBnB, 
entrepreneurial opportunities created by AirBnB 
in South Africa, and calls for governance and 
regulation. Th e discussion of the concepts 
and theories underpinning this study can be 
graphically illustrated as in Figure 1.

Th eories underpinning the sharing economy 
Academic literature on the sharing economy 
has highlighted a number of main streams of 
enquiry, one being the psychological reasoning 
behind sharing (Möhlmann, 2015; Heo, 2016), 
the experiential value of tourists (Guttentag, 
2013) and the fi nancial or entrepreneurial 
perspective (Zervas, Proserpio, & Byers, 2015). 
Early researchers into the sharing economy 
fi eld have cited a variety of theories to explain 
the phenomenon and the human interaction 
underpinning it. Yang et al. (2018) cite Aristotle’s 
rhetorical theory, which represents persuasion 
between the speaker and the listener. In this sense, 

FIGURE 1: CONCEPTUAL FRAMEWORK OF THE STUDY. SOURCE: AUTHOR 
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the speaker’s ethos (credibility), logos (logic) and 
pathos (interconnectedness with the audience) 
will convince the audience. Th ese three conditions 
are defi nite prerequisites for, and explain the 
psychological reasoning behind successful 
transacting on an internet platform (Yang et al., 
2018). Likewise, service quality, though not a 
theory, is a theme that customer satisfaction, 
brand loyalty and repurchase intentions (Priporas, 
Stylos, Rahimi & Vedanthachari, 2017; Dedeoglu 
& Demirer, 2015).

Altinay and Taheri (2018) and Priporas et al. (2017) 
have researched service quality in the context of 
social exchange theory and its relevance to the 
sharing economy. First researched by scholars 
such as Grönroos (1982) this theory implies 
that human behaviour is based on an exchange 
process, and on condition that the exchange 
is mutually rewarding, humans will exchange 
resources (Grönroos, 1982; Priporas et al., 2017; 
Altinay & Taheri; 2018). AirBnB, as an example 
of collaborative consumption through digital 
technologies, has been successful at creating 
perceptions of service quality and creating value 
for all involved parties (Altinay & Taheri, 2018).

Trust, reputation, convenience and reliable, 
quality service are vital in an online transacting 
environment and recently, authors interested 
in the sharing economy have found that our 
behaviour when we transact online is infl uenced 
by social exchange (Grönroos, 1982; Priporas et 
al., 2017). Our level of satisfaction is based on 
the perceived social and economic eff ects of the 
exchange. Hence it was found that guest perceive 
value if the exchange includes easy access to 
information, tourists sights, assurance that 
problems can be resolved during their stay, and 
an opportunity to experience the local culture 
(Priporas et al., 2017; Altinay & Taheri, 2018).

Because of the many and varied role players 
involved in the sharing economy, Heo (2016) 
suggests stakeholder theory as a fi eld of study 
relevant to the sharing economy. Th is theory is 
relevant to the sharing economy because it has 
emerged as a new stakeholder to the tourism 
industry scene and tourism is the one sector that 
has been mostly aff ected by the sharing economy 
(Sánchez Cañizares, Castillo, Canalejo, & Núñez-

Tabales, 2015). Furthermore, the stakeholders 
aff ected by the sharing economy include more 
than a business owner and guest; in the case of the 
sharing economy, it also includes the community, 
local residents and neighbours (Heo, 2016).

Th e novelty of the sharing economy phenomenon 
has caught not only the tourism industry off  
guard, but also lawmakers and researchers. Early 
studies on the phenomenon have emerged from 
fi elds such as economics, sociology, business and 
law, suggested varied approaches to regulating the 
sharing economy, such as through taxation, and 
zoning laws (Interian, 2015; Forgacs & Dimanche, 
2016). In the absence of an explanatory framework 
that illuminates this economic activity that has 
resulted from granting users access to the excess 
availability of resources, Aloni (2016), suggests 
legal pluralism as a befi tting theory. Th is theory 
implies that government makes most of the policy 
decisions, but that non-governmental interest 
groups be given the mandate and resources to 
exert infl uence.

Th e success of AirBnB 
Th e creation and continued growth of AirBnB 
was stimulated by the slow economic recovery 
and stagnant wage market following the 2008 
global economic crisis (Interian, 2015). In 
addition, the expansion of internet based sharing 
applications (‘apps’) has revitalized the practice 
of sharing, adding a commercial, rather than 
societal component, where excess resources can 
be put to good use (Heo, 2016; Berold, 2014). 
Th e inexpensive accommodation possibilities 
provide travelers more freedom of choice and has 
increased travel demand (Aloni, 2016; Forgacs 
& Dimanche, 2016). Consequently, AirBnB 
has added between three and four percent to 
the inventory of beds per night, increasing 
supply and choice (Heo, 2016). Th e benefi ts 
of the sharing economy have been cited many 
times as (1) an opportunity to optimize the use 
of excess resources, (2) creation of demand by 
low cost off erings, (3) fl exible working hours, 
(4) employment creation, (5) social interaction 
and (6) entrepreneurial opportunities (Th e 
Economist, 2017; Southan, 2017; Griffi  th, 2016; 
Netter et al., 2019).

AirBnB is one of many examples of a disrupter 
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of business in the sharing economy, which has 
become popular due to the benefi ts to consumers 
and micro-entrepreneurs (Heo, 2016). Other 
examples of accommodation sharing include 
9fl ats, Housetrip, Roomarama and the upmarket 
OneFineStay (Southan, 2017; Heo, 2016). 
According to PriceWaterhouseCoopers (2015) 
accommodation, travel, car fi nance, staffi  ng 
and music and video streaming are the fi ve key 
sectors fueled by technological advancements, 
social media and internet connectivity. Rideshare 
applications include Uber, Taxify, Lyft , Hitch and 
Lift share (Th e Economist, 2017; Berhold, 2014). 
Th e popularity and rapid adoption rate of the 
sharing economy has seen the value of AirBnB 
increase to $13 billion and that of Uber is at $41 
billion aft er 10-12 years of operations (Aloni, 
2016).

Discerning international travelers are looking 
for authentic holidays, and apart from 
accommodation, AirBnB also off ers user 
generated information guides and a feature 
called ‘experiences’, which entails hosts off ering 
guided tours to complement the stay of their 
guests (Christie, 2016). For example, when the 
USA relaxed travel restrictions to Cuba, close 
to 4 000 families opened their homes to visitors 
by registering as AirBnB hosts. Despite many 
infrastructure problems in Cuba, including access 
to clean water, tourists fl ock to this destination to 
experience the local culture. Hosts guide guests 
through their local neighbourhoods and make 
recommendations that only locals can, and by 
understanding this preference, hotels can create 
the same sense of belonging for their guests 
(Forgacs & Dimanche, 2016). Furthermore, 
the infl ux of foreign currency has quadrupled 
the income of local homeowners and is greatly 
signifi cant to the Cuban tourism industry 
(Griffi  th, 2016). In South Africa, AirBnB hosts are 
off ering tour guide services at prices controlled 
and regulated by AirBnB, and tour guides must 
meet stringent entry requirements (Christie 
2016). Th e fact that business travelers are also 
increasingly using AirBnB signals that their 
intentions are not purely cost saving, but rather an 
enhanced and enriched travel experience off ered 
by experiencing the hosts’ culture and traditions 
(Altinay & Taheri, 2018).

Revenue and other challenges posed by AirBnB 
In big cities such as San Francisco, Edinburgh 
and Madrid, the onset of AirBnB has created a 
shortage in houses available for rent, as the night 
rate exceeds long-term rentals and homeowners 
opt for the higher income potential of AirBnB 
(Malhotra & van Alstyne, 2014; Lee, 2016). As 
more houses are withdrawn from the rental 
market in favour of the tourist market, locals are 
fi nding it increasingly diffi  cult to live close to their 
place of work and either have to change jobs or 
be prepared to commute (Forgacs & Dimanche, 
2016; Slee, 2016).

Studies have shown that the non-adopters of 
the sharing economy have rejected this means 
of accommodation because of hygiene reasons, 
risks of sharing personal information online 
and safety (Malhotra & van Alstyne, 2014). A 
further deterrent may be the time-consuming 
internet search and uncertainty of staying in a 
stranger’s house, as opposed to fi nding a hotel 
group familiar to the traveler (Southan, 2017). 
Trust may be a valid reason for homeowners not 
to open their homes to strangers, and damage 
to property or the burden of 3rd party insurance 
may increase their operating expenses and reduce 
the lucrative promise of wealth (Sojini, 2016). It 
was found in the USA that hosts belonging to 
minority groups earn close to 15% less income 
than hosts belonging to majority groups and 
minority guests are also denied accommodation. 
From that perspective, AirBnB is said to promote 
the reduction of racial integration (Lee, 2016).

Homeowners are earning excess income, while 
lower income earners are forced to pay higher 
rent or move further away. AirBnB is thus said to 
promote the interests of only some stakeholders at 
the expense of others (Lines, 2015). Disturbance, 
noise and the sudden infl ux of guests in an 
apartment building with access control are only 
some of the nuisances imposed on neighbours 
in otherwise quiet neighbourhoods (Lee, 2016). 
Th erefore, while tourists are attracted to the local 
culture of the residents in destination cities, their 
sheer numbers erode the very atmosphere created 
by residents who are driven out by high rental 
prices. (Lines, 2015).
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How hotels can compete against AirBnB
Th e opportunity for suppliers and consumers 
to interact socially appears to be a major driver 
behind P2P success, and the personalization of 
services off ered by AirBnB is the biggest threat 
to hotels (Botsman, 2015). AirBnB’s growth and 
success was so rapid, that it is referred to as “viral” 
and it has impacted the hospitality and tourism 
sector signifi cantly (Forgacs & Dimanche, 2016).

To fi ght the growing threat of an eroding market 
share, hotels have formed a lobby group, which 
fi nances lawsuits against AirBnB and lobby for 
its regulation (Southan, 2017). According to 
Botsman (2015) some players in the industry 
have dismissed AirBnB as a threat, and others 
have fought the rival the legal route, while a third 
group opted for embrace the change and found 
an innovative response to it. Th is behaviour is 
common among incumbents who are faced with 
an unexpected rival (Southan, 2017). Th is third 
group that Botsman (2015), referred to as pioneers, 
are starting to experiment with the very services 
that made AirBnB successful. AccorHotels 
bought Onefi nestay, and off ers high-end hotel 
services such as concierges, quality linens and 
free iPhones on loan in more than 2 000 homes 
acquired in UK and US cities (Fortune.com, 
2017). To compete with the sharing economy, the 
hotel industry should embrace digital innovation 
as a core strategy and gather richer knowledge of 
their guests (Botha, 2015).

In South Africa, the hotel industry has opted to 
fi ght AirBnB via the legal route. Fedhasa (Th e 
Federated Hospitality Association of SA) have 
called on the Department of Tourism to clamp 
down on AirBnB, emphasizing the threat of small 
guesthouses (BusinessTech, 2019). Of the R6 
million tourist income earned in Port Elizabeth in 
2018, an increase of 65%, only eight percent went 
to the formal sector, while the rest appeared to 
have gone to P2P hosts. As there is no disclosure 
required legally from AirBnB hosts, the true 
state will remain unknown for now (Forgacs & 
Dimanche, 2016; Lines, 2016).

Hotels and providers of accommodation sharing 
may be able to operate in harmony in the same 
industry. Hotels off er value to travelers who 
prefer to pay more for the convenience of an on-

site gym, concierge services and a well-known 
brand, and should compete on value, rather than 
price (Forgacs & Dimanche, 2016). Other well-
known features that guest have come to appreciate 
about their favourite hotel brands is location, the 
hotel’s rating on search engines such as Trivago 
and Booking.Com (Lines, 2016). To embrace 
the “local” element that has made AirBnB so 
successful, hotels are redecorating rooms and 
lobby spaces to refl ect a local theme. Restaurants 
are adding local food and local ingredients to 
the menu, and even invite local performers and 
art exhibitors (Forgacs & Dimanche, 2016). In 
this regard, the hotel industry can outperform 
AirBnB, or create meaningful competitive 
advantage (Lines, 2016).

Entrepreneurial opportunities created by 
AirBnB in South Africa 
It is estimated that the sharing economy in 
Africa will be dominated by its large proportion 
of millennial consumers (persons reaching 
adulthood in the 21st century), who are demanding 
instant convenience, innovative answers to safety 
concerns and reliable online payment systems, all 
of which must be accessible on their smart devices 
(Jackson, 2016). Millennial consumers also have 
no problem sharing or gaining access, as opposed 
to owning (Botsman, 2015; Interian, 2015). In 
that sense, they stream music, get information 
on social media, as opposed to buying CD’s or a 
newspaper. Th ese types of consumers are likely 
to make extensive use of the sharing economy, 
which may in turn increase local travel and 
stimulate local businesses (Christie, 2016). 
Despite connectivity problems in many African 
countries, internet usage on mobile phones 
is expected to grow at double the global rate. 
Th is growth will facilitate online bookings and 
payments, and put more hosts in touch with more 
guests (Botha, 2015).

Cape Town is the preferred destination for foreign 
tourists, and for AirBnB tourists it is no diff erent. 
AirBnB hosts in Cape Town have reported to earn 
as much as R1 million in two years, enabling hosts 
to leave their formal employment and manage 
their property portfolios full time. AirBnB charges 
9 – 15% of the rental fee, depending on the area 
and its popularity (Sojini, 2019). Also, restaurants 
transport services and retailers are benefi ting 
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from the spillover spending of increased tourism 
(Burmeister, 2013). AirBnB hosts also run the 
risk of theft , damage to property and guest 
safety. While AirBnB safeguards its hosts with 
a $1 million guarantee, most local hosts obtain 
insurance cover of their own (Sojini, 2016; Botha, 
2015).

In South Africa, many people still do not have 
regular access to the internet and credit card 
facilities, making online booking and payment 
problematic (Jackson, 2016; Botha, 2015). Uber 
now off ers the alternative of paying cash, but 
AirBnB does not yet (Jackson, 2016). Th e sharing 
economy is not new in Africa, where a culture of 
sharing has been in existence for long. In addition, 
hotels are expensive and oft en only available in 
major cities (Brown, 2016). Many of the AirBnB 
hosts live in remote towns, giving travelers access 
to less frequented areas and increasing the fl ow 
of money to local businesses and traders (Botha, 
2015). AirBnB is therefore meeting defi nite needs.

Calls for governance and regulation 
Criticism of the sharing economy and it virtues 
has stirred controversy and debate in the media 
and among scholars (Aloni, 2016; Interian, 2015). 
Providers of P2P services are not subject to the 
strict requirements of health and safety, kitchen 
hygiene or third party insurance required from 
hotels and guest houses (Lee, 2016). Tourism 
tax, levied by the government to attract more 
tourism is paid only by hotels, yet the resultant 
increased exposure apply equally to P2P 
providers. Th erefore, the success of P2P providers 
stems rather from government marketing eff orts, 
evading tax, zoning restrictions and other 
regulations (Forgacs & Dimanche, 2016; Slee, 
2016).

Researchers have highlighted unfair 
discrimination against people with disabilities, 
racial discrimination, and unfair competition 
by the sharing economy, which may result in job 
losses in the smaller and more vulnerable hotels 
in the industry (Aloni, 2016; Lee, 2016). Other 
losses are also possible. In Arizona for example, 
a homeowner wasted his investment aft er 
renovating his dwellings especially to benefi t from 
short term rentals and soon aft erward regulation 
was changed and short term rentals became 

illegal. Not only did he lose his investment, but 
also the earnings potential he was hoping for 
(Lines, 2015).

Lawsuits have been fi led in the USA and calls are 
for zoning regulations, taxation and governance. 
Legal reform is needed to ensure that one group is 
not advantaged at the expense of others, and thus 
far lawmakers have not paid serious attention 
to the perceived threat. One reason could be 
that lawmakers are unsure about where this 
legislation should be situated (Interian, 2015). 
Hence, regulation around the world has varied 
from non-response to complete bans of the 
sharing economy (Aloni, 2016; Interian, 2015). In 
South Africa, it will reside with the Department 
of Tourism and according to BusinessTech.com 
(2019) it was only recently that the South African 
Department of Tourism indicated its intention to 
regulate AirBnB.

AirBnB has expressed its intention to collaborate 
with authorities and urges hosts to ensure that 
local and national laws are respected (Interian, 
2016). To that eff ect a tourism advisory board 
has been established, consisting of international 
experts, whose mandate is to promote healthy 
and responsible tourism (Zietsman, 2018). 
However, Aloni (2016) suggests a combination of 
government and self-regulation, the latter being 
regulation by the owners of the AirBnB platform or 
alternatively, a body that will oversee all providers 
of P2P services. AirBnB already self-regulates, 
and pays their hosts only aft er accounting for tax 
and exchange rate settlements (Christie, 2016). 
In addition, it regulates and protects guests and 
hosts by providing and protecting information, 
creating a safe transacting environment a system 
of rating hosts, compliments and complaints, 
which creates trust (BusinessTech.com, 2019).

Despite this criticism, AirBnB continues its 
growth streak globally, with revenue projected to 
increase to $10 billion in 2020 (Chafk in, 2016). 
It may take some time to balance the confl icting 
needs of all the stakeholders of the sharing 
economy, but considering its unabated growth 
rate, it appears that the sharing economy is here 
to stay (Botha, 2015).
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DISCUSSION 
Th e disruptions caused by the sharing economy 
are compelling the tourism industry to relook 
its current business model. While many hotel 
groups are not considering AirBnB a signifi cant 
threat, this company is growing and its growth is 
driven by the value perceived by hosts and guests. 
Gradually, the adoption of internet transacting 
is increasing as trust improves, which will 
further accelerate the adoption rate. However, 
stakeholders are more than hosts and guests and 
caution is required when other stakeholders’ 
needs are ignored. Th ere is defi nite interest and 
optimism, but also concern about this innovation, 
as proven by the many research articles and news 
reports in the media.

AirBnB is meeting a defi nite gap in the market 
of discerning travelers who value authentic 
experiences and not necessarily expensive room 
décor or a centrally located hotel. Money saved on 
accommodation is spent on buying things from 
the local community, which facilitates broader 
wealth creation. Remote locations may actually 
draw these travelers, and while a fully functional 
hotel in a rural town in Africa may not be feasible, 
a house with a number of rooms for rent may be. 
Hotels can exploit this preference.

Similar to Uber, AirBnB is expanding its off ering 
to guests and hosts regularly. For example, guests 
are allowed to pay for their accommodation in 
installments and the company’s website provides 
a “fi nder” feature, which enables guests to fi nd the 
location. Certain hosts off er service features to 
high end guests, to capture the business market. 
Th erefore, while the hotels are making inroads 
into the AirBnB competitive space, AirBnB is 
doing the same.

It is a fact that the South African government is 
actively encouraging entrepreneurship, job and 
wealth creation, as well as responsible local and 
international tourism. Th e sharing economy may 
create sustainable jobs and wealth, provided that 
tourism continues to remain within the priority 
areas of the South African government. Th e 
slow pace of policy reform is oft en quoted as 
one of the major drawbacks to the development 
of entrepreneurial activity (Herrington & Kew, 
2017).

CONCLUSION
Th is study investigated the entrepreneur 
and growth opportunities AirBnB provides 
internationally, but also in South Africa. Th e 
study is theoretical and investigated a number 
of theories that underpin social behaviour and 
help us to understand decision-making. Existing 
theories were used, although as a phenomenon of 
the 21st century, new theories may emerge around 
AirBnB.

Th is study has shed light on the challenges AirBnB 
is posing to traditional hotels, but it also showed the 
challenges the company encounters. Th e sharing 
economy continues to impact markets, whether 
developed, developing or emerging, in diff erent 
contexts, and midst diff erent infrastructural 
and economic trials. As a newcomer, AirBnB 
introduced a number of policy and strategy 
questions, which would require intervention by 
managers and policy makers.

IMPLICATIONS FOR MANAGERS
Although the sharing economy may not replace 
traditional hotel accommodation entirely, from 
the present study it is clear that large numbers of 
travelers prefer shared accommodation to hotel 
suites, which disrupts and transforms the tourism 
industry. Th e implication for hotel managers 
is that they should consider off ering tips and 
information about the local culture, sightseeing, 
smart transportation and entertainment options, 
and thereby exploiting these gaps themselves, 
with the additional advantage of fi nancial 
backing, existing visibility and brand reputation. 
Local authorities AirBnB hosts and hospitality 
businesses will benefi t from more open and 
collaborative relations, and the response of 
regulators to the sharing economy should 
take into consideration that pluralism implies 
regulating the homeowners providing shared 
accommodation and the community members 
tasked with exerting infl uence.

Th e limitation of this study is that only AirBnB 
was investigated, as the largest online platform on 
the sharing economy. However, there are many 
others. Similar studies may be conducted in 
future on any of the other sharing platforms, and 
the results may diff er. Furthermore, this study 
was theoretical, and may be built upon by future 
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empirical research. Th e impact of the sharing 
economy on tourism demand may be a further 
area of future investigation.
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ABSTRACT 
Th e Quarterly Labor Force survey from Statistics 
South Africa portrays a very bleak future for the 
South African economy and labor force. Th e 
unemployment rate is 27.6 percent whereas the 
youth unemployment stands at 55.2 percent. Th is 
indicates a time bomb for the near future. On 
the other hand, the informal economy in South 
Africa employs at least 2.4 million people, which 
translates to 13 percent of the labor force. Th e 
relevance of the informal sector and its value to 
contribute to the economy as well as solving the 
challenges of unemployment in the country Th e 
NDP projects that this informal sector, which 
includes domestic work, could create if harnessed 
properly between 1.2 and 2 million new jobs by 
2030. Th is longitudinal study explores the case 
of a ‘transitional’ informal enterprise support 
project in Cape Town wherein, 10 informal 
traders took occupancy of provincial government 
sponsored kiosks. Th e Long Street kiosks (LSK) 
off er a unique trading opportunity in the Central 
Business District (CBD) and a unique market 
prospect. Traders occupy the kiosks free of rent 
and service charges, as the project is aimed at 
micro-enterprise development. Using a qualitative 
research approach, this study investigates the 

role of the Western Cape provincial government 
in selecting, training and supporting informal 
traders in order to facilitate transition into the 
formal economy. We used interviews and focus 
groups to extract data for analysis. An interview 
of the 10 informal traders were conducted using 
semi-structure questionnaire; followed by focus 
group discussions. Th e focus group involved all 
government offi  cials involved in the project.

Keywords: Entrepreneurship, training, infor-
mal traders, formal economy, township, unem-
ployment 

INTRODUCTION 
Th e United Nations Sustainable Development 
Goals (SDGs) are a collection of 17 global goals 
set by its General Assembly. Goal 8 encourages 
entrepreneurship and job creation, with the aim 
to achieve full and productive employment and 
decent work for all women and men by 2030 
(UN, 2012). However, this ambition is proven 
to be an enormous task as indicated by the UN 
SDGs itself:

“As the global economy continues to recover we are 
seeing slower growth, widening inequalities, and 
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not enough jobs” (UN, 2012).

It is important to note that the “decent work” that is 
referred to in the SDGs requires a transition from 
the informal economy to the formal economy 
to take place. Th e informal economy employs 
two billion people globally, which represents 
61% of the world’s active population (ILO, 
2018). Globally, this sector has also been under 
the spotlight. Th e World Bank (2013) advocates 
that a “global agenda for jobs is needed”. Th e 
OECD (2009) recently concluded that informal is 
normal. Offi  cial statistics declared that informal 
employment accounts for much more than one-
half of the total non-agricultural employment 
in most developing regions- as much as 82% in 
South Asia and 66% in sub-Saharan Africa (ILO, 
2013) and one-half or more of informal workers 
in most regions are self-employed (Vanek et al, 
2014).

Globally the informal economy is known to 
have minimal rights for workers, hardly any 
opportunities for growth, inadequate resources, 
low productivity, no decent working conditions, 
low levels of education and a lack of social 
protection but to mention a few. All of these 
factors hinder sustainability and any possibility to 
transition into the formal economy (ILO, 2018). 
“Over the years, we have seen a growing consensus 
between governments, workers and employers 
that the right thing to do is to move people from an 
informal to a formal employment situation.” (ILO, 
2015). In 2015, the ILO adopted a historic labor 
standard that will tackle the informal economy, 
called Recommendation 204. Th is standard 
aims to facilitate millions of workers from the 
informal economy into the informal economy. 
Th e new Recommendation is the fi rst ever 
international labor standard specifi cally aimed 
at tackling the informal economy. It provides a 
framework which includes practical and strategic 
objectives while respecting workers’ rights and 
ensuring that livelihood and entrepreneurship 
development remains a priority. It promotes 
decent jobs in the formal economy and it prevents 
the infomalization of formal economy jobs. (ILO, 
2015). Th e new Recommendation acknowledges 
that most people enter the informal economy not 
by choice but due to a lack of opportunities in 
the formal economy and an absence of any other 

means of livelihood.

Th e picture depicted by the global informal 
economy is in stark contrast with the African 
reality. Th e informal sector employs up to 85, 
8 percent of Africa’s working population (ILO, 
2018). Th e ILO (2016) estimates that its average 
size as a percentage of gross domestic products 
in sub-Saharan Africa is 41 percent. Th is sector 
employs the most people; it has a representation 
of about three-quarters in the non-agricultural 
employment and a total amount of 72 percent of 
employment in sub-Sahara Africa. Furthermore, 
it is interesting to note that 93 percent of new 
jobs created from the 1990’s were in the informal 
sector. (ILO, 2016). In 2013, a collaborative report 
by David, Ulrich, Zelezeck and Majoe shows the 
following situation in three African regions:

Nairobi (Kenya): providing better access to 
markets for informal traders was good, but not 
an end in itself. Stakeholder participation by all 
involved was important, especially the traders 
themselves as the design and construction of 
any market space should be for their benefi t 
and to their requirements. Lack of consultation 
with the traders themselves was shown to be a 
shortcoming, resulting in a lack of real ‘ownership’ 
and poor design of built market space.

Bamako (Mali): building collaborative 
partnerships between local authorities and 
traders was central to the development of the local 
economy. Th is inclusive approach required the 
identifi cation of the key actors and a negotiated 
approach to develop trusting relationships. 
Forming joint management structures was 
important to increasing revenue collections.

Rwanda: informal traders were incentivized 
to form cooperatives and were subsequently 
allocated to new trading sites where market 
structures were purpose-built for them. Securing 
ongoing fi nance to support this development was 
essential as well as providing the incentives for 
the informal traders to assume the risks involved, 
as they were required to invest their own money. 
Th e traders were enabled and supported through 
the facilitation of access to banking facilities, 
aff ordable land, lower tariff s and aff ordable rental 
agreements. Th e role of this sector that addresses 
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poverty alleviation, employment for the most 
vulnerable in society, it is homogenous and cuts 
across various sectors cannot be ignored and the 
impact that it creates must be examined.

As for the South African context, the National 
Development Plan (NDP), the national planning 
commission argues that job creation is South 
Africa’s most important challenge. Th e NDP 
highlights the support through creating an enabling 
environment for entrepreneurs to thrive and 
recognizes the role that they can play in enterprise 
development and transforming the South African 
economy. (South African Government, 2015). 
South Africa has many challenges post 1994, with 
poverty and unemployment ranked amongst 
the highest. Th is is showcased through offi  cial 
statistics and is experienced by a large percentage 
of the population which is manifested in their 
living conditions, lack of opportunities and 
the limited potential to escape their reality. Th e 
most recent Labor Force Survey (fourth quarter) 
released by Statistics South Africa indicates a 
national offi  cial unemployment rate of 26, 7% and 
an expanded unemployment rate at 36, 3%. Th e 
Western Cape is in a slightly better position with 
the offi  cial unemployment rate being recorded 
at 19, 5% in the fourth quarter of 2017 (Statistics 
South Africa, 2017).

Th e following indicators are highlighted from the 
2014 Report for the SA informal sector and the 
2013 Survey of Employers and the self-employed 
(Statistics SA):

1. Th e SA informal sector employs around 1.5 
million people, an estimated 10% of total 
employment. 

2. Th e sector is growing and was valued at 
around R120 billion, or 5% of GDP, in 2013. 

3. 70% of people who started informal business 
use their own money or borrow from friends 
and relatives. 

4. When considering sales and profi t levels, 
the majority (64.9%) of informal enterprise 
operators earn around R1 500 per month; 
only 9.2 % earn above R6 000. 

5. Informal business operators require mostly 
marketing support and easing of government 
regulations. 

6. Over 70% of informal operations are self-
funded. 

7. Unemployment is the main reason cited for 
being in an informal business. 

According to the National Development Plan 
(NDP), small and expanding fi rms will become 
more prominent and generate the majority of new 
jobs created. Th ey will also contribute to changing 
apartheid legacy patterns of business ownership. 
Th e NDP envisages that the small business sector 
will create 90% of the expected 11 million jobs 
by 2030. Small businesses will have to contribute 
roughly 800 000 jobs per year until 2030. SMEs 
will play an important role in employment 
creation. (South African Government, 2015)

Th e informal sector in South Africa is defi ned 
as very small enterprises normally employing 
0-5 persons; they contribute 5 percent to the 
GDP. Th ese small enterprises are based in poorer 
neighborhoods and generate quite low income 
(2013 data; Stats SA 2014: 9).Despite this bleak 
picture this sector provides millions of South 
African’s with employment and income.

Approximately 2.4 million people work in the 
informal sector in South Africa and 17% of 
the total amount of people employed, one in 
every six South Africans who work, work in the 
informal sector. (Statistics South Africa 2014). 
Th e informal economy can assist with some of the 
core challenges of creating jobs and facilitating 
economic growth in South Africa.

1.1 Th e long street kiosk project 
It is coordinated by the Department of Economic 
Development and Tourism (DEDAT), which falls 
under the Western Cape provincial government. 
As such, this section provides an overview 
of the South African government structures, 
followed by a description of DEDAT and the LSK 
project. Th e Western Cape government consists 
of 13 departments; one of these departments is 
directly linked to this research project namely 
Th e Department of Economic Development and 
Tourism. Western Cape Government (2014). 
Within the Western Cape government the strategic 
objective still remains committed to building an 
“Open-opportunity society for all” which is the 
corner stone of the South African Constitution. 
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(Strategic document 2014-2019). Th is approach 
creates an actionable and measurable policy 
agenda focused on addressing the province’s 
greatest challenges as well as unlocking the 
potential of the people in the Western Cape. Th is 
vision is aligned with the National Development 
plan (NDP).

With reference to economic contribution to the 
National Gross Domestic Product (GDP), the 
Western Cape is the third largest contributor. 
In the period 2003 and 2013 the Western Cape 
achieved an average economic growth rate of 3.7% 
per annum. Th e Western Cape government aims 
to create an enabling environment for business 
so that they can contribute to economic growth 
and create much needed jobs in the Western Cape 
(Duncan et al., 2017, p.3). Th e Western Cape 
government has identifi ed fi ve strategic goals 
that will facilitate the delivery of its vision and 
to help achieve the goals spelled out in the NDP. 
Th e Provincial Strategic Goal1 of which DEDAT 
is the custodian is the relevant goal pertaining 
to this research project. Th is goal has two key 
levers. “Economic Development, through which 
we will accelerate jobs in key strategic sectors, 
build a skilled workforce, reduce red tape and 
drive innovation and Infrastructure and land 
use for growth, through which we optimize the 
use of land, energy and water resources, deliver 
broadband across our economy and build an 
effi  cient transport system.

In essence the drivers are economic development 
on the one hand and Infrastructure and land use 
for growth on the other. DEDAT is the custodian 
of this strategic goal and the research project 
contextually is with the economic development 
framework. Th e LSK project came about 
following a provincial renovation development 
project. As part of the renovations, ten kiosks 
were constructed along the Department of 
Transport and Public Works (DTPW) building 
in Long Street. Th e Department of Economic 
and Development and Tourism (DEDAT) 
communicated with DTPW for the space to be 
made available for Economic Development. More 
specifi cally, informal traders would have market 
access in the formal trading environment.

Th e interdepartmental agreement is in place for 

three years. Th e agreement stipulates that no rental 
will be charged for traders for a one year period. 
Th e idea is to give 10 traders access per year for 
three years. Th is is a pilot project and there is no 
clarity with reference to trader drop outs, every 
year a new 10 traders will be selected. Permission 
was granted following interdepartmental 
communications and the terms of the agreement 
were communicated in 2015. Th e agreement 
is for three years and DEDAT is responsible 
for managing the kiosks “in terms of its service 
delivery objectives”, while DTPW remains 
responsible for the maintenance. Th e agreement 
stipulates that no rental may be charged as this will 
evoke further rental obligations on behalf of the 
Western Cape Government to local city entities 
(DTPW, 2015). At the start, DEDAT viewed the 
kiosks as ideally placed to empower township 
based businesses, with the aim to provide low 
level start-up business with an opportunity to a 
diff erent market. Th e vision at the onset was to 
give township based businesses the opportunity 
to trade in the CBD.

DEDAT manages the project along the lines of an 
endowment, as an extension of existing DEDAT 
SME support programs. For the successful 
implementation of the LSK project, DEDAT 
partnered with the University of the Western Cape’s 
Centre for Entrepreneurship and Innovation’s 
(UWC-CEI). Th e UWC-CEI provides business 
support, where entrepreneurs have access to 
advisers, business skills development workshops 
and mentorship. To increase their sustainability, 
project benefi ciaries receive mentorship and 
training free of charge. UWC-CEI, as a partner 
of DEDAT, has sponsored the mentorship and 
training support to develop the sustainability 
of the benefi ciaries trading at the Long Street 
kiosks. Th e LSK project is an interdepartmental 
agreement with UWC-CEI that is in place for 
three years and enables informal traders selected 
to acquire valuable skills and rent free space in 
the Cape Town CBD in order to transition from 
the informal to the formal economy. It is notable 
that the ten (10) informal traders selected occupy 
the kiosks for a one year period only due to a 
property law clause.

PROBLEM INVESTIGATED
Th e Quarterly Labour Force survey from Statistics 
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South Africa (2019) portrays a very bleak future 
for South Africans. Th e unemployment rate is 
27.6 percent and youth unemployment is at 55.2 
percent. Th e NDP recognises the relevance of 
the informal sector and the value that this sector 
will contribute to challenges of unemployment in 
South Africa. Th e projection in the NDP is that 
this informal sector, which includes domestic 
work, will create between 1.2 and 2 million new 
jobs by 2030 (South African, Government, 2015).

In South Africa the informal economy is mostly 
associated with the marginalised. Th e informal 
economy in South Africa employs at least 2.4 
million people, which translates to 13 percent of 
the labour force (Statistics’ South Africa, 2013). 
Th e informal economy can assist with some of the 
core challenges of creating jobs and facilitating 
economic growth in South Africa as we can 
see from the NDP in the above paragraph. Th e 
informal economy contributes to job creation in 
marginalised areas through business creation, 
the transfer of skills and experience within the 
informal economy. (Maloney, 2004). Th e National 
Informal Business Uplift ment Strategy (NIBUS) 
is the fi rst national policy on the informal sector 
(Department of Trade and Industry, 2014). Th is 
is currently being implemented through the 
NIBUS road map. It is therefore important to 
note that the informal economy MUST provide 
jobs, the OCED claims that the informal sector 
acts as a “shock absorber in times of economic 
crises”. Th e informal economy plays a vital role 
for job creation and income generation potential. 
Th is sector is easy for the unemployed and the 
vulnerable in society to access because it is easy 
to enter and the entry requirements are low. 
Minimal education, skills, technology and capital 
is needed. (ILO, 2014). Th e role that government 
then plays becomes a very important piece of the 
conversation. Th e role that government plays is a 
conduit for the establishments of all the necessary 
links between the informal and the informal 
economy (ILO, 2014).

For the purpose of this research the research 
objectives which pertains to transitioning 
and the role that government can play in the 
selection criteria, training and logistical support 
which can lead to sustainability is an important 
contribution. Neves & du Toit (2014) highlights 

the lack of research and the many research gaps 
in the study of the informal economy. Th e need 
to challenge and highlight these research gaps 
become extremely relevant if we want to re-
address economic development and infl uence 
policies that can impact this sector (Palmade and 
Anayiotos, 2005). It is important to note that the 
current state of the informal economy has little 
to no infl uence on the economic development 
agenda in South Africa (Fourie, 2013).

RESEARCH OBJECTIVES 
Th e problem that this study seeks to examine is 
the role played by the Western Cape provincial 
government in the informal enterprise 
development project in Cape Town (CT), 
managed by DEDAT. Th e project provides market 
access to a group of informal traders, by providing 
them with the free use of rental kiosk in the CBD 
for a period of one year. Th is research attempts 
to investigate if the right informal traders have 
been duly selected for the project, if the project 
provides the benefi ciaries with enough market 
exposure to the formal economy and if the 
objective of boosting their enterprise growth and 
size was achieved or not.

Specifi cally, this study seeks to:

1. Assess the informal traders with reference to 
exposure of business skills. 

2. Development and training within the one 
year rent free space. 

BRIEF REVIEW OF RELATED 
LITERATURE 
In South Africa incubators are considered as a 
contributing factor that can impact economic 
growth and economic development (Mothibi 
2014; Lose 2016).Th rough the process of 
incubation, employment opportunities are 
created, this process of incubation also reduces 
poverty and inequalities in South Africa. Lose 
and Tengeh (2015) highlights that in developing 
countries, the spotlight on business incubation 
has increased because there is recognition that 
incubation positively impacts economic and 
social factors. Masutha and Rogerson (2014) 
and Dubihlela and Van Schaikwyk (2014) point 
out that incubation is a “strategic tool” that assist 
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small business in the start-up phase. Furthermore 
they support the view by Lose and Tengeh (2015) 
that both developing and developed countries 
promotes the idea of incubation and the role 
that incubation plays in reducing the high failure 
rate of business in early start-up phase. In South 
Africa, the research on incubation performance in 
terms of international standard is limited (Cullen, 
Calitz & Chandler, 2014). Ndabeni (2008) agrees 
that the process is very new in South Africa and 
it is an area that requires on-going research. 
Many researchers have looked at the factors that 
contribute to success (Lose & Tengeh (2015) and 
Tengeh & Choto (2015). Buys and Mbewana 
(2007) and Ndabeni (2008) identifi ed 13 factors 
that can contribute to the success of incubation 
in South Africa. Th ree of these factors form the 
objectives for this research.

Th e informal sector’s contribution to a country’s 
economy cannot be understated. According 
to the UNESCO Global Monitoring Report 
(2012:1), the informal sector concerns almost 
all of the economies of sub-Saharan countries 
in Africa and in most of these countries, the 
sector employs up to 90% of its economically 
active population. Despite its signifi cance, 
and economic impact, the examination the 
informal economy from a skills acquisition and 
development perspective remains limited, with a 
few notable exceptions (Webb, Brutton, Tihanyi 
and Ireland, 2012). In the case of business 
incubators, a particular emphasis is placed on the 
acquisition of a diversifi ed set of skills for novice 
entrepreneurs (i.e., entrepreneurs whose current 
business is their fi rst business). Th is is due to the 
fact that .certain entrepreneurial abilities can 
only be learned through prior entrepreneurship 
engagement, which rookie entrepreneurs usually 
lack (Fukugawa, 2013:72). Th e issue of skills 
development in the informal economy is of 
huge importance in many countries. In India for 
instance, several eff orts have been made by the 
government sector in order to establish various 
organizations and schemes aiming at promoting 
entrepreneurship through training, skills 
development and enhancement, institutional and 
infrastructure support (Goel and Rishi, 2012:51). 
In Japan, business incubators play a core role in 
skills acquisition and development by novice 
entrepreneurs throughout the incubation period 

by providing them with various skills according 
to the characteristics of technology or industry 
to which they are aiming to enter. Th ese skills 
range from general to specifi c, such as fi nance, 
bookkeeping, marketing and R&D (Fukugawa, 
2013:72).

In South Africa, the Skills Development Act, 
Skills Development Levies Act and the National 
Skills Development Strategy, HRD Strategy 
provides mechanisms and tools for the pursuit 
of training and development of employees in a 
manner that supports the realization of service 
excellence and employment equity. Improving the 
skills base and fostering positive entrepreneurial 
attitudes through the education system is critical 
(Herrington, 2010, p. 62). GEM recommends 
the expansion of interventions to address skills 
gap, nationwide mentorship programs, the 
strengthening and support entities that support 
entrepreneurship development.

An informal sector study conducted in 7 African 
countries evaluates that on‐the‐job training, self‐
training, and traditional apprenticeships account 
for 95% of training in the informal sector (Filipiak, 
2007; Adams, 2008). For instance, Senegal has 
some 400,000 youth in apprenticeships compared 
with 7,000 in technical and vocational education 
and training (Filipiak, 2007; Adams, 2008). 
Monk, Sandefur, Teal (2007) in Ghana, using a 
household survey, fi nd that 80 percent of training 
is acquired through on‐the‐job training and 
traditional apprenticeships.

Furthermore, the Global Entrepreneurship 
Monitor (GEM) report refl ects South Africa 
unfavorably in terms of perceived capabilities 
and entrepreneurial intentions. South African 
experts cited education and training as a key 
factor constraining entrepreneurship. UWC, 
understanding the key role of entrepreneurship in 
the context of stimulating small business growth, 
wants to position itself strongly in this space. 
UWC understands the importance of this role in 
reducing unemployment and contributing to the 
informal economy growth (Duncan et al., 2017, 
p. 12). While entrepreneurship is considered 
to be an important mechanism for economic 
development through job creation, (Herrington, 
2010) ranks South Africa in the bottom third 
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of all effi  ciency driven economies in terms 
of perceived capabilities and entrepreneurial 
intentions (Herrington, 2010, p.15). 53% of South 
African experts cited education and training as a 
key factor constraining entrepreneurship.

Morongwa (2014) examined the challenges faced 
by SMEs in the Agriculture, Manufacturing, 
Information and Communications Technology 
(ICT) and Tourism sectors in South Africa. Th e 
author rates the fi ve biggest challenges as follows:

1. Lack of Skills: Most entrepreneurs lack the 
skills, mind-set and business acumen to run 
a business. 

2. Lack of understanding of market 
requirements: Th is relates particularly in 
terms of poor awareness of what the market 
needs, the associated opportunities and how 
to access them. 

3. Profi tability and sustainability: Th e 
majority of SMEs are barely ‘making it’. 

4. Ineff ective support: Support is fragmented 
and uncoordinated, and most benefi ciaries do 
not have knowledge of programs or how to 
access them. 

5. Red tape. 
According to the Western Cape Entrepreneurship 
and Business Development strategy (2014), SMEs 
face unique challenges which diff erentiate them 
from larger companies. Th e following areas, inter 
alia, were highlighted as recommendations made 
by the research:

• Improving management skills is of critical 
importance to help the business improve; 
although other kinds of skill development are 
also required. 

• Access to market opportunities to develop 
and expand businesses. 

Th e closure rate of SMEs in South Africa where 
currently the number of SMEs closing exceeds the 
number of SMEs being established (Herrington, 
2016/17), posing a challenge in eff orts to address 
unemployment.” Th e following indicators are 
highlighted from the 2014 Report for the SA 
informal sector and the 2013 Survey of Employers 
and the self-employed (Statistics SA):

1. Th e SA informal sector employs around 1.5 
million people, an estimated 10% of total 
employment. 

2. Th e sector is growing and was valued at 
around R120 billion, or 5% of GDP, in 2013. 

3. 70% of people who started informal 
business use their own money or borrow from 
friends and relatives. 

4. When considering sales and profi t levels, 
the majority (64.9%) of informal enterprise 
operators earn around R1 500 per month; 
only 9.2 % earn above R6 000. 

5. Informal business operators require 
mostly marketing support and easing of 
government regulations. 

6. Over 70% of informal operations are self-
funded. 

7. Unemployment is the main reason cited 
for being in an informal business. 

Th ere is a serious lack of evidence that 
entrepreneurship training is consistently 
achieving applied benefi ts like entrepreneurial 
competencies (Rauch & Helsinki, 2015; Cho & 
Honoraria, 2014; Martin et al, 2013). Th e above 
scenario indicates the valuable contribution that 
this sector makes to the economy. Th e sector 
creates jobs, contributes to the GDP and it is a 
platform to transition informal business into 
formal business. It is evident from the above 
review of the literature that if the informal sector 
needs to be facilitated and developed.

Resources required are broad and the provision 
of training and development should be holistic. 
Th e above research has shown that it should be 
extended to service providers as well.

Internationally the research reveals various 
mechanism employed by diff erent countries 
to ensure that entrepreneurship is promoted 
through training and development. Skills range 
from general to very specifi c and incubator 
specifi c training and development. Research 
also illustrates the lack of skills that is linked to a 
lack of business acumen, a lack of understanding 
what the market requirements are and ineff ective 
support which contributes to sustainability and 
profi tability.
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Training and development

• Training and development is important, this 
contributes to an increase in entrepreneurial 
activity and allows for opportunities to 
identify further development post the training 
and development. 

• Future research should determine critical 
factors that can aff ect growth and future 
research should propose entrepreneurial 
training models. 

• Very little research speaks about effi  cacy 
and what happens to training outputs, is this 
measurable? Are we clear with regards to 
what qualities this model will have and why 
are so many current training activities are so 
ineff ective? 

• Th e research has gaps with reference to 
suitability of training which speaks specifi c 
outcomes within a specifi c context. 

RESEARCH METHODOLOGY 
Th is study used, the qualitative research approach 
was used. Th is study was be conducted by means 
of two approaches, namely desktop research on 
the one hand followed by interviews and focus 
group session on the other hand.

According to Creswell et al. (2007) in a qualitative 
research design, there are fi ve common types 
of qualitative approaches: narrative research, 
case study research, grounded theory, and 
phenomenology and ethnography research. 
Other researchers highlight four of the main 
quality approaches, strategies or design that are 
introduced (Trochim, 2006).

When contemplating what methods would best 
answer the research questions for the purpose 
of this study, a case study approach was adopted. 
Th erefore, a qualitative approach using qualitative 
research methods was adopted. Th is research is 
conducted by means of a single case study of the 
LSK project, both as a unit of analysis and as a 
research method. Case study research method was 
defi ned by Yin (1984:23) as “an empirical inquiry 
that investigates a contemporary phenomenon 
within its real-life context; when the boundaries 
between phenomenon and context are not 
clearly evident; and in which multiple sources of 
evidence are used.”

Although some authors consider case study to be 
a research methodology on its own (Djemilou and 
Bayat, 2018; Creswell, 2007; Tellis, 1997), others 
such as Stake (2005, p.438) view it as “a choice of 
what is to be studied”. O’Sullivan, Rassel &amp; 
Berner (2008, p.40); Mavodza and Ngulube 
(2011, p.17) and Djemilou and Bayat (2018) all 
state that: “One of the hallmarks of a case study 
is the combination of several diff erent sources of 
information […]”. In this study, publicly available 
documents, institutional documents from 
DEDAT, interview and focus group transcripts 
were all used as data (primary and secondary).

RESULTS/FINDINGS 
Th e University of the Western Cape (UWC), 
Centre for Entrepreneurship and Innovation (CEI) 
entered into an agreement with the department to 
support the traders via business coaches, business 
training, business skills development and group 
mentorship interventions. Th e extent of the 
service agreement off ering for DEDAT by the 
CEI included workshops, worksheets, individual 
action sessions, diagnostic assessments and 
workshop sessions. Due to the lack of budget, the 
CEI used existing programs to support the traders. 
Th e aim of these training sessions was to empower 
growth and development within their respective 
businesses. Once selected and accepted into the 
program, traders were trained on various topics 
and subjects for six month. Th e training included 
roundtable discussions, one-on-one discussions 
(coaching and mentoring sessions) and input 
from various professionals that successfully 
contributed to the rolling out of the LSK project. 
Informal traders received training on fi elds such 
as organization and operations, Human Resource, 
Finance, Information Technology, Marketing and 
Customer Relations. Upon graduation, informal 
traders were provided with a certifi cate of 
completion and a business plan which included 
an operations methodology plan that would 
assist them with a “way forward strategy”. Th e 
themes discussed were generated from existing 
literature which were further confi rmed during 
the interactions.

Th e table below showcases the fi ndings on 
training and mentoring from the informal traders 
based on the assessment conducted aft erwards.
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TABLE 5.1: KIOSK BENEFICIARIES FINDINGS RESPONSES 

Discussion Topics Findings 

Organisation & 
Operations

Majority of the kiosk benefi ciaries have an understanding of what they 
would like to achieve in the medium and long term regarding their mission 

and vision.

In terms of operations 6 of the kiosk benefi ciaries have no operations 
processes in place while 4 has some form of process in place.

Human Resources Based on human resources 8 of the kiosk benefi ciaries have no human 
resource processes in place while 2 has some form of process in place.

Finance

All kiosk benefi ciaries businesses is registered with the CIPC and majority 
of their business turnover is between 0 – R 50 000.

All of the kiosk benefi ciaries has no formal fi nance procedure but they have 
some form of processes in place regarding fi nance.

Information 
Technology

Based on the fi ndings it was determined that only one kiosk benefi ciary 
has the required elements in place for information technology, while 

majority of the kiosk benefi ciaries only use external and internal emails as a 
communication device, they do not have any other elements in place.

Marketing

Majority of the kiosk benefi ciaries knows who their target market is but in 
terms of the marketing strategies they have none or only few elements in 

place.

Only 2 of the kiosk benefi ciaries has a documented marketing plan.

Customer Relations 

Based on the fi ndings 8 of the kiosk benefi ciaries has no documented 
customer relations process in place while 2 does.

But majority of the kiosk benefi ciaries do keep in contact with their 
customers as some sort of aft er service delivery.

Source: CEI Report written by the author.

TABLE 5.2: KIOSK TRADERS FEEDBACK FROM ASSESSMENTS

Discussion 
Topics 

Yellow (1)

Weak

Red (2)

Acceptable

Amber (3)

Good

Green (4)

Very Good

Blue (5)

Excellent
Organisation 
& Operations 30% 70% 100%

Human 
Resources 80% 20% 100%

Finance 30% 70% 100%
Information 
Technology 70% 20% 10% 100%

Marketing 70% 30% 100%
Customer 
Relations 80% 20% 100%

Source: CEI Report written by the author.
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Training sessions that the informal traders 
received were assessed and below is a graphical 
representation of the feedback from the 
assessments:

Th rough interviews with the traders, these are 
some of the comments that can add valuable 
insight into this objective. A trader asserted:

“When you give someone an opportunity, you 
have to provide the relevant resources for growth 
to take place” Another trader added “if this an 
opportunity to emerge into a better economy, where 
is the training that will make me successful”.

Time set aside for group mentoring was another 
challenge. When do you mentor a business owner 
when he or she is expected to keep the kiosk open 
and functional? Below is a list of the comments 
pertaining to mentoring:

Trader 1:

Mentor advised to: “try to fi nd faster ways of 
doing things”, and provided advice on delegating: 
“sometimes some things you don’t have to do them 
yourself – try and get other people to do it for you”.

Trader 3:

“What we learnt there is basically like before we 
would take money from the sales and pay for fuel 
out of our own pockets, and drive around. And 
end of the month we ask, but where has the money 
gone? We have applied, and as a result when we go 
to the garage, we want the receipts”

Trader 5:

“So for me it has given me something, it has made a 
diff erence”. “Better human resource skills in dealing 
with her staff  and performs frequent stock control 
checks”

Trader 6:

“Finance training was “very practical about our 
businesses – I implemented, and helped me run 
the fi nances of the business. Before this, I was just 
taking money, fetching the money every day, but 
now I also do stock taking. It helped me a lot, “I 
don’t just take money and go, I know what was sold, 

where the money is coming from, and the profi t”

Trader 7:

“Th e mentoring brings a lot of things I have not 
brought into consideration”. Bookkeeping and 
tracking expenses: “keeping record of everything 
– I was keeping record of sales, but some things 
I overlooked. Helpful yes, as it is assisting him to 
do some things diff erently, like using a laptop, and 
“technology is very helpful with administrative 
duties”

Trader 8:

“A one-on-one mentor would even be great” – raises 
the expectation for more traditional mentoring. 
Mentoring is generally based on a one-on-one 
relationship model, whereas the kiosk project 
mentoring has ‘formal’ group mentoring taking 
place that is normally shorter in time frame and 
better structured, akin to coaching.

When considering the individual profi les, it 
may be more evident that each has specifi c 
developmental needs. Using the lens of 
management and entrepreneurship provides a 
diff erent approach to understanding the trader’s 
needs.

Prior to the training session, a business 
diagnostics test was conducted by the UWC CEI. 
Th e outcomes of the diagnostics are as follows:

• All informal traders have their companies 
compliance related issues sorted. 

• Th e majority of the informal traders know 
exactly what they want to achieve in the long 
term, they have set values which they operate 
by in principal. 

• 60% of the informal traders are aware of their 
operations process. 

• In terms of marketing 80% of the informal 
traders are aware of their target market, and 
40% of them do have a range of marketing 
strategies/promotional materials in place 
while the other 60% basically just do the 
normal marketing (word of mouth and social 
media). 
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DISCUSSION
It is important that Entrepreneurship 
Development is supported by training and 
development. Skills should be specifi c to the 
requirements of the incubator or the needs of 
the project. In this project, no budget was made 
available for training but the project management 
saw a need to fi nd a relevant training partner and 
other relevant stakeholders were identifi ed to 
support the program.

Th e training session that focused on fi nance was 
very interactive, due to the fact that the informal 
traders have been struggling with budgeting, 
cash fl ow projections, and income and expenses 
reports. Organization and operations had the 
same levels of participation and questioning; for 
this reason, the UWC-CEI included a business 
plan and a strategic document as an outcome 
aft er the program. Human resources may be a 
consideration for future training as it was a less 
interactive session since most traders do not have 
employees. Customer relations have the highest 
acceptable rating as indicated in the above pie 
chart, it may be an area that needs much more 
attention.

Th e following three areas i.e. marketing, IT 
and customer relations were integrated into 
experiential learning with relevant sector 
role models, this was well received, extremely 
interactive and the reaction to the topics indicated 
that these three elements were valuable. It is 
important to note that IT even in the informal 
sector is a recognized and a required skill to 
advance, the fi nding shows that only one of the 
traders use advance IT, future training should 
include e-skills and basic technology training to 
advance the informal economy.

Th e UWC-CEI has a huge focus on 
Entrepreneurship training, this includes that any 
learning should be implemented into a business 
almost immediately, which was very positively 
received by the informal traders. Th e approach 
that the UWC-CEI used to implement in this 
training was valuable because the center employed 
various methodologies and created a toolkit with 
resources that would be benefi cial to the traders 
even aft er their training. Th e approach to use the 
training period to enhance and develop business 

profi les which included strategy development was 
another much needed add-on for the informal 
traders.

Th e UWC CEI fi rst attempted the training at 
DEDAT; however, the attendance was very low. 
Th en, the venue was shift ed to UWC and 90 
percent attended the remaining sessions. Th e 
UWC CEI also had to allow for make-up sessions, 
this is another vital factor when training in this 
sector. Th e venue and the time of day and how 
the training is conducted from a language and a 
cultural angle are other important factors to be 
considered. Th e UWC CEI facilitators conducted 
their training sessions in all 3 languages used in 
the Western Cape. Th is program emphasized 
the need for more Entrepreneurship training 
programs for this sector. Th is training also 
stressed that we need an ecosystem that can be 
supportive as a collective towards the informal 
sector. Th is research project also pointed out that 
training occurs at various levels of the business 
and various levels within the ecosystem that 
supports this business.

MANAGERIAL IMPLICATIONS 
1. A more generic approach to business support 

may have had its advantages. Th ere were 
costs and time constraints that infl uenced the 
availability and choice of business support. 

2. Th ere are possible advantages to adopting 
a diff erentiated approach in future to trader 
support, provided the resources are available, 
and this may be pursued through partnerships 
with key stakeholders. It is important moving 
forward to consider customized business 
support and mentorship to the benefi ciaries’ 
individual needs. 

3. Th e diff erent entrepreneurship 
development stages of the kiosk benefi ciaries 
should be decisive in determining how on-
going support measures to them would be 
diff erentiated, for the following reasons: 

• Diff erent levels of business development 
require diff erent emphases and there 
needs to be specifi c attention given to 
individual business needs. 

• Th ere are specifi c support and fi nance 
opportunities available depending on the 
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category of entrepreneur. 
• Where mentoring is concerned, a one-on-

one model of mentorship may better focus 
on the individual needs of the benefi ciaries 
– when specialist mentors are assigned 
in certain areas of business development 
needs and industry. Th e current approach 
to mentorship provides group mentoring 
that coincides with the training, 
therefore lessening its eff ectiveness in 
providing individual one-on-one advice. 
Depending on further developments, 
one-on-one mentoring may be best as 
a continued support measure to take 
into account the individual needs of the 
current benefi ciaries.re generic approach 
to business support may have had its 
advantages. Th ere were costs and time 
constraints that infl uenced the availability 
and choice of business support. 

• Th ere are possible advantages to adopting 
a diff erentiated approach in future to 
trader support, provided the resources are 
available, and this may be pursued through 
partnerships with key stakeholders. It is 
important moving forward to consider 
customized business support and 
mentorship to the benefi ciaries’ individual 
needs. 

• Th e diff erent entrepreneurship 
development stages of the kiosk 
benefi ciaries should be decisive in 
determining how on-going support 
measures to them would be diff erentiated, 
for the following reasons: 

• Diff erent levels of business development 
require diff erent emphases and there 
needs to be specifi c attention given to 
individual business needs. 

• Th ere are specifi c support and fi nance 
opportunities available depending on the 
category of entrepreneur. 

• Where mentoring is concerned, a one-on-
one model of mentorship may better focus 
on the individual needs of the benefi ciaries 
– when specialist mentors are assigned 
in certain areas of business development 
needs and industry. Th e current approach 

to mentorship provides group mentoring 
that coincides with the training, therefore 
lessening its eff ectiveness in providing 
individual one-on-one advice. Depending 
on further developments, one-on-one 
mentoring may be best as a continued 
support measure to take into account 
the individual needs of the current 
benefi ciaries. 

CONCLUSION
Th ere are possible advantages to adopting a 
diff erentiated approach in future to trader 
support, provided the resources are available, and 
this may be pursued through partnerships with 
key stakeholders. It is important moving forward 
to consider customized business support and 
mentorship to the benefi ciaries’ individual needs.
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ABSTRACT 
Th e benefi ts of work-life balance cannot be 
overemphasized, and achieving it is a key 
motivating factor for women venturing into 
entrepreneurship. However, understanding the 
mechanisms fostering a favorable work-life 
balance for women entrepreneurs if somewhat 
understudied in the work-family research. Th is 
study intends to examine the role of family 
support (i.e. emotional, instrumental and 
fi nancial) in nurturing the work-life balance 
of women entrepreneurs. Moreover, the study 
argues for a need to distinguish mumpreneurs (i.e. 
a sub-group of women entrepreneurs operating 
at the interface of business and motherhood) 
from other women entrepreneurs when studying 
work-life balance mechanisms. Using a sample of 
300 respondents, the study found that emotional 
and instrumental support had a signifi cant 
positive infl uence on work-life balance while the 
infl uence of fi nancial support was not signifi cant. 
Also, mumpreneurs were associated with lower 
work-life balance compared to other women. 
Additionally, the positive infl uence of emotional 
and instrumental support on work-life balance 
diff erent signifi cantly for mumpreneurs when 
compared to other women entrepreneurs.

INTRODUCTION 
In recent years, the concept of work-life balance 
has become a prevalent topic across the academia, 
business world, government and social circles 
(Koubova & Buchko, 2013). Clark (2000: 751) 
defi ne work-family balance as “satisfaction and 
good functioning at work and at home, with a 
minimum of role confl ict”. Also, work family 
balance is defi ned by Parkes and Langford 
(2008:267) as “an individual’s ability to meet work 
and family commitments, as well as other non-
work responsibilities and activities”. Th e need for 
work-life balance has aroused from the confl ict 

individuals experience in their personal and work 
life. Greenhaus, Collins and Shaw (2003) pointed 
out that the family and work are the two most 
important domains in the life of an individual 
that aff ect each other simultaneously and can 
sometimes create a confl ict. Th is is particularly 
important especially for women entrepreneurs 
who consider family and business domains as 
closely intertwined (Saridakis, Marlow, & Storey, 
2014; Aldrich and Cliff  2003; Jennings and Brush, 
2013) as their entrepreneurial activities are 
embedded in family systems. With the increased 
involvement of women in entrepreneurship, 
managing both the demands of family and 
work responsibilities has become a major and 
continuous challenge for women entrepreneurs 
(Boz, Martínez-Corts, & Munduate, 2016; Welsh, 
Kaciak, Memili & Zhou, 2017; Mari, Poggesi, & 
De Vita, 2016). Women entrepreneurs (assuming 
multiple roles as working women and mothers), 
have to undertake numerous roles (household 
chores and childcare responsibilities) in both their 
household settings and in their business (Shelton, 
2006; Agarwal, Mishra, & Dixit, 2015; Wambua, 
2014). Th ese multiple roles make it diffi  cult for 
them to fi nd a balance between the family and 
work responsibilities. Consequently, researchers 
(Welsh et al., 2017; Kirkwood and Tootell, 2008; 
Powell and Eddleston, 2013; Jennings and Brush, 
2013) have investigated whether entrepreneurship 
permits women to create and fi nd a balance 
between work and family. Kirkwood and Tootell 
(2008) established that women entrepreneurs 
fi nd it diffi  cult to achieve work-life balance in 
practice and that entrepreneurship may not 
be a solution for achieving work-life balance. 
Hence in achieving work-life balance, women 
entrepreneurs turn to deploy solutions that are 
directly associated to the eff ect of the family 
(Carter, Swaura, Ram, Trehan, and Jones, 2015; 
Jayawarna, Jones, & Macpherson, 2014; Powell 
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& Eddleston, 2013); one of such solutions being 
family support.

Th e family context has been recognized to 
provide diff erent types of support to assist the 
business context (Neneh, 2017; Welsh et al., 
2018; Neneh, 2018; Mari, Poggesi & De Vita, 
2016). Family-to-business support is defi ned as 
social support obtained from family members 
for one’s entrepreneurial activities (Powell and 
Eddleston, 2013; Jennings and McDougald, 
2007). Researchers (Welsh et al., 2017; Welsh, 
Memili, Kaciak, & Ochi, 2014a; Eddleston, & 
Powell, 2012; Jennings and Brush, 2013; Powell 
and Eddleston, 2013) established that family 
support helps women entrepreneurs to create a 
better balance between work and family, which 
in turn has a positive impact on the performance 
of their businesses. Also, Karatepe and Bekteshi, 
(2008) pointed out that individuals who obtain 
family support are better at managing their work 
pressures and thus are better able to redirect 
their focus towards their work responsibilities. 
Th is suggests that the family domain may assist 
women entrepreneurs with the support they need 
to achieve entrepreneurial success. Nonetheless, 
while family support is generally expected to 
be benefi cial to the business context, women 
entrepreneurs turn to benefi t from the diff erent 
types of family support in a diff erent way, as the 
diff erent types of support oft en seem to be useful 
in certain circumstances and not in others (Welsh, 
Kaciak, Memili, & Minialai, 2018).

While, there is a vast array of studies on the family 
support-performance nexus, interestingly, the 
fi ndings have been inconsistent across diff erent 
context. For example, some studies present strong 
evidence on the positive association between 
emotional, instrumental and fi nancial on fi rm 
performance (Neneh, 2017); instrumental support 
and fi rm performance (Powell and Eddleston, 
2013; Mari et al., 2016; Jennings and Brush, 2013); 
family moral support and fi rm performance 
(Welsh et al., 2017). However, other studies 
(Mari et al., 2016) found a negative association 
between fi nancial support and fi rm performance, 
while others (e.g. Mari et al., 2016) found no 
relationship between emotional support and fi rm 
performance. Th ese fi ndings have implications 
for work-life balance for women entrepreneurs 

since an important means through which family 
support enhances business performance is 
through its positive eff ect on work-life balance 
(Welsh et al., 2017). Family support is also 
particularly important for mumpreneurs, who 
are a sub-group of women entrepreneurs with 
children ( as they might require diff erent type 
of family support to maintain work-life balance. 
Sullivan and Meek (2012) found that women with 
children oft en assume greater responsibility for 
childcare activities than men. Also, children below 
the age of 18 usually require more attention and 
care than older children (Mari et al., 2016; Neneh, 
2017). As a result, women entrepreneurs who have 
children who are younger than 18 years oft en have 
to split their attention between the reproductive 
labour in the home front and productive labor in 
the business. Rouse and Kitching (2006) adds that 
the family status of women entrepreneurs should 
be taken into consideration in research, as child-
rearing responsibilities contributed greatly to the 
failure rate of their businesses. As such, in order 
to create work-life balance, this study posits that 
the type of support women entrepreneurs with 
younger children need (mumpreneur) might be 
very diff erent from their counterparts without 
children and or with older children. Hence, this 
study intends to investigate the impact family 
support has on the work-life balance of women-
entrepreneurs, and whether the benefi ts of this 
family support diff er for mumpreneurs. Th is study 
draws on the family embeddedness perspective 
(Aldrich and Cliff , 2003) and enrichment theory, 
to propose how family support can act as a 
valuable resource for women entrepreneurs and 
mumpreneurs to maintain a work-life balance, 
particularly in the developing world context.

PROBLEM STATEMENT 
In South Africa, the traditional household where 
the man was the sole earner and the women the 
main caretaker of the family has been replaced 
drastically by working couple families (Schreuder 
& Th eron 2001; Jackson & Fransman, 2018). Even 
though women still primarily take care of the 
home, they also face the added burden of working 
meanwhile men still maintain their traditional 
role. As such, there has been an increased 
integration of women in the workplace both as 
employees and or as entrepreneurs. According 
to the MasterCard report (2018), women 
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entrepreneurs account for 18.8% of business 
owners. However, these women are still required 
to perform their family responsibilities as wife and 
mother and also manage and run their business, 
which creates a confl ict and thus impact negatively 
on the performance of their businesses (Neneh, 
2018). Also, these multiple roles make it diffi  cult 
for them to maintain a work-life balance and 
have become one of the many challenges facing 
women entrepreneurs (Mari et al., 2016, Welsh et 
al., 2017). In addition, while family support has 
been found to act as a vital buff er for the negative 
impact on the work and family demands amongst 
women entrepreneurs; researcher (Neneh, 2017; 
Mari et al., 2016; Welsh et al., 2017), have reported 
mixed fi ndings across diff erent context. Hence, 
given that, women entrepreneurs view both their 
family and business domains as closely entwined; 
a deeper insight on women entrepreneurs and its 
uniqueness in South Africa needs to be unearth. 
Th is is because researchers (Mari et al., 2016; 
Noguera Alvarez, Merigo, and Urbano, 2015) 
have stressed the important role diff erent contexts 
have on operations of women entrepreneurs.

Although there is growing literature on work-
life balance (Segal, 2013; Reddy, 2015; Downes, 
& Koekemoer, 2011; Jackson & Fransman, 
2018) in the South Africa, a lot of emphasises 
has mainly been place on employees, and 
not on entrepreneurs, particularly women 
entrepreneurs. Also, there is a dearth of studies 
on family support with the exception of prior 
studies by Neneh (2017). In addition, still almost 
untapped in this conversation is with reference to 
mumpreneurs operating small businesses. Th is 
is particularly relevant for women entrepreneurs 
with young children, since these women generally 
assume greater responsibility for childcare and 
unpaid domestic work, alongside the running 
of their business. Robichaud, Cachon, and 
McGraw, (2015) adds that one of the main 
motivation for entry into entrepreneurship 
amongst women entrepreneurs is the desire to 
strike a balance between their family and work. 
As such, if women are going to be encouraged 
to take an entrepreneurial path, especially with 
the high unemployment rates, it is imperative 
to understand ways to ensure that these women 
achieve a work-life balance. Hence it an attempt 
to address this gap, this study intends to 

investigate the impact family support has on the 
work-life balance of women-entrepreneurs, and 
whether the benefi ts of this family support diff er 
for mumpreneurs. Family support is particularly 
important because it is one of the most valuable 
resources that women entrepreneurs can tap 
into especially given the challenges they face in 
accessing external resources (Neneh, 2017; Welsh 
et al., 2016).

OBJECTIVES OF THE STUDY 
Th e aim of this study is to investigate the impact 
family support has on the work-life balance of 
women-entrepreneurs, and fi nd out whether 
the benefi ts of this family support diff er for 
mumpreneurs.

LITERATURE REVIEW 
Overview of work-life balance 
All around the world, global trends concerning 
employee and organisational wellness and 
healthy work environment has led to increasing 
emphasises on work-life balance. While there 
is a vast array of theories and approaches to 
understanding work-life balance, the most 
cited approach is the confl ict theory and the 
enrichment theory. Th e confl ict theory suggest 
that confl ict occurs when a person experiences 
incompatible and inseparable demands between 
their family and work roles, thus making the 
execution of one role more diffi  cult because of 
participation in the other (Greenhaus & Beutell, 
1985). Th e enrichment theory on the other hand 
upholds that to some extent, the experience or 
participation in one role (family or work) can 
improve the quality or performance in the other 
role (family or work) (Greenhaus & Powell, 
2006: 73). Th ese two theories are bidirectional 
as they take into consideration the positive and 
negative spill overs between the family and 
business roles (Moen, Kelly, & Huang, 2008). 
Work can either enrich or confl ict with family 
roles, while the family roles can either enhance 
or detract a person’s ability to perform their work 
role. Hence, maintaining work-life balance in the 
work domain prevents burnout in the workplace, 
increased fi rm productivity, job satisfaction, 
and increases organizational commitment and 
role performance (Magnini, 2009; CegarraLeiva 
Sánchez-Vidal, and Cegarra-Navarro, 2012). 
Guthrie (2012) added that work-life balance 
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contributes to improving employee’s productivity, 
which in turn positively impacts the performance 
of an organization. In family domains, work-
life balance increases the well-being and family 
satisfaction (Koubova and Buchko, 2013).

With regards to women entrepreneurs, given that 
their family and business demands are mutually 
exclusive, they usually assume multiple roles 
in their family and business, which triggers a 
confl ict as they have to concurrently maintains 
a dual presence at home and at work (Sullivan 
& Meek, 2012). Th is confl ict occurs because, on 
one hand, they are the primary care givers in the 
family and on the other hand as entrepreneurs, 
they are responsible for the survival and success 
of their businesses as well as their employee’s 
wellbeing and thus becomes important for them 
to maintain a balance for their business and family 
life. Bird, (2006) reported that balancing work and 
family is usually more diffi  cult for women then 
for men due to the uneven burden of the family 
responsibilities. Th is is particularly evident in 
some families in the developing world, where the 
traditionally held belief of men being perceived 
as the breadwinners and women as housemakers 
and thus resulted in an uneven distribution of 
productive and reproductive labour, with women 
mostly allocated with unproductive labour 
(Sullivan & Meek, 2012). Researchers (Jennings & 
Brush, 2013; Welsh et al., 2017; Brush, DeBruin, 
& Welter, 2009) found that women entrepreneurs 
usually fi nd it diffi  cult to maintain a balance 
between work and family. Th is results from the 
disproportionate distribution of childcare and 
other domestic responsibilities. Ufuk and Ozgen 
(2001) pointed out that being an entrepreneur 
had a negative impact on the women’s roles in 
her family life. Ramadani, Gerguri, Dana, and 
Tašaminova (2013) found that 57.5% of women 
entrepreneurs in Macedonia identifi ed balancing 
family and work responsibilities as the biggest 
challenge the experience. Likewise, Hahn and 
Nayir (2013) established that family duties 
aff ect the performance of women entrepreneurs 
especially in developing countries, as these 
women have to maintain a dual presence at 
home and at work. Th is is particularly true as 
women entrepreneurial activities are strongly 
embedded into their family systems (Jennings & 
Brush, 2013). Th is makes it diffi  cult for them to 

juggle the multiple roles in both their family and 
businesses (Boz, Martínez-Corts, and Munduate, 
2016), as the time spent in looking aft er the 
children decreases the lifespan of their business. 
As a result, balancing family and work is usually 
more diffi  cult for women entrepreneurs and thus 
has become a major impediment to the growth 
and advancement of their businesses (Cross & 
Linehan, 2006).

Work-life balance has three components namely; 
the time balance, the involvement balance and 
the satisfaction balance (Greenhaus et al., 2003). 
Time balance refers to the amount of time a 
person commits to their work and family roles; 
involvement balance refers to an equivalent level 
of psychological involvement a person dedicated 
to their work and family roles and satisfaction 
balance refers to the equal level of satisfaction 
that an individual experiences from their work 
and family roles. Th e importance that women 
entrepreneurs place on each of these roles will 
determine the level of work-life balance they 
will maintain. Hence, Osoian, Lazar and Ratiu 
(2009) assert that in order to maintain a work-life 
balance, it is imperative that individual’s clearly 
diff erentiate the roles they perform as well the 
resources they have available at their disposal to 
achieve the task/ goal . Th is is because maintaining 
a proper balance between work and family life is 
vital for personal and professional goals (Prerna, 
2012).

Family Support and work-life balance 
Th e family embeddedness perspective (Aldrich 
& Cliff , 2003) has been used to indicate how the 
family resources can enhance the family and 
business context of women entrepreneurs. Th is 
theory posit that family and businesses domains 
are greatly entwined and that family dimensions 
needs to be included in their conceptualizing, 
modelling, analyses and interpretation of the 
entrepreneurial processes (Aldrich & Cliff , 
2003: 574). Given that women entrepreneurs 
view their businesses as intertwined with other 
aspects of their lives especially their household 
responsibilities and family relationships 
(Jennings and Brush, 2013); their family domain’s 
impacts on their work domain which in turn may 
be translated into their individual and business-
level outcomes. As such extant researcher (Mari 



554
WWW.IBC-CONFERENCE.COM

et al., 2016; Neneh, 2017, Powell and Eddleston, 
2013; Welsh, Memili, & Kaciak, 2016; Welsh, 
Kim, Memili, & Kaciak, 2014b; Welsh et al., 
2017) have acknowledged the family context can 
supply diff erent types of support to assist women 
entrepreneurs in the business context. According 
to Dhaliwal, Scott, and Hussain (2010), family is 
an institution that provides monetary and other 
forms of support that allows the women to take 
risk and start their businesses and thus plays a vital 
role to the success and growth of their business. 
Also, Jennings and Brush (2013) established that 
family support is a vital prerequisite for business 
success. Imbaya (2012) adds that family support 
provides a person with the indispensable support 
system needed throughout their life endeavours.

Prior studies have identifi ed several types of 
support that can assist women entrepreneurs in 
their business context. Th ese supports include: 
family fi nancial support (Mari et al., 2016; Neneh, 
2017; Poggesi et al., 2015), family instrumental 
support (e.g. Chang, Memili, Kellermanns and 
Chua, 2009; Poggesi, Mari, & De Vita, 2015) and 
family emotional and moral support (e.g. Welsh, 
Kaciak, Memili, & Minialai, 2018; Welsh et al., 
2017; Welsh et al., 2014b and Welsh et al., 2016). 
Financial capital is vital for the start-up and 
growth of a business. Given that women usually 
experience fi nancial diffi  culties when starting 
their businesses when compared to their male 
counterparts (Powell and Eddleston, 2013; Su, 
Atmadja & Sharma, 2015); they oft en use their 
personal savings and fi nancial resources from 
their family members as start-up capital for their 
businesses. As such, family members can provide 
fi nancial and non-fi nancial support that will assist 
the women entrepreneurs in the establishment 
and operations of their businesses (Aldrich & 
Cliff , 2003; Su et al., 2015; Neneh, 2017; Mari et 
al., 2016) as well as help them to source external 
funding ( Welsh et al., 2014b). Women who 
receive fi nancial support from family members 
are less likely to be stressing about funding for 
their business and thus can devote their time 
and psychological involvement adequately 
between the family and business domains and 
thus achieve higher levels of work-life balance. 
Additionally, fi nancial support can be seen in 
terms of the unpaid work that family members 
provide to women either in the domestic for 

business setting (Chan, 2009). Having support in 
the form of unpaid labour can help the women 
entrepreneurs to maintain a work-life balance 
because the energy and time directed within the 
home/business responsibilities are in acceptable 
limits and thus allows the women entrepreneur 
to devote extra time for her businesses/home 
responsibilities.

Furthermore, family members can provide 
instrumental support in the form of giving 
business-oriented advice and feedback that can 
assist in the strategic decision making of the 
business (Poggesi et al., 2015). Chang, et al. (2009) 
add that the support off ered by family members 
becomes of greater importance especially when 
the family members have entrepreneurship 
background as they act as mentors and role models 
to the entrepreneur. As such, having instrumental 
support from family members will contribute 
to the wellbeing of the women entrepreneur by 
lessening the negative spillover of business and 
family confl icts into one another, and thus foster 
a sense of balance between family and business 
life for the women entrepreneur. With respect to 
emotional support, Ramadani, Gërguri-Rashiti, 
and Fayolle (2015) found emotional support to 
be one of the most critical factors that women 
entrepreneurs consider when making a decision 
to pursue an entrepreneurial career. As such, given 
that entrepreneurship is an all-time commitment 
that necessitates enough time and investment 
to be successful, they emotional support they 
received from their family will provide them with 
the support they need to maintain a work-life 
balance.

Following the above discussion, this study 
postulate that the level of work-life balance that 
women entrepreneurs can maintain will be closely 
related to the level of family support they receive 
from their family as this will enable them to 
perform their multiple roles with minimum role 
confl ict and still be able to achieve harmony in all 
areas of their lives. Hence, this study hypothesises 
that:

H1: Financial support will have a positive 
association with work-life balance of women 
entrepreneurs
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H2: Instrumental support will have a positive 
association with work-life balance of women 
entrepreneurs

H3: Emotional support will have a positive 
association with work-life balance of women 
entrepreneurs

Th e moderating role of Mumpreneurs 
Mumpreneurs are women entrepreneurs who 
at the same time assume the role of mothers, 
currently taking care of young children 
(Ekinsmyth, 2011). Mumpreneurs are very 
concerned about work-life balance because most 
mumpreneurs see entrepreneurship as a means to 
create a balance between paid and reproductive 
labour. However, researchers have found that 
fi nding a balance between motherhood and 
being a fulltime businesswoman is very diffi  cult, 
with some women indicating that achieving such 
balance is a fl at out lie (Will & Dehn, 2006). One 
of the main reasons mumpreneurs lack work-life 
balance is the time demands as they oft en have 
to fragment business time to attend to childcare 
responsibilities, especially as most mothers never 
have control over how much time they will spend 
with the child in a given day (Jean & Forbes, 
2012). For example, you can assume that you will 
put a baby to bed at a given time and attend to 
work responsibilities only for the baby to stay up 
all night disturbing (Jean & Forbes, 2012). Th is 
sometimes becomes frustrating to mumpreneurs 
when they are unable to attain their business 
expectations they had planned to achieve. As 
such, they tend to experience low work-life 
balance resulting from satisfaction imbalance. 
While this is the case, most mumpreneurs still 
report a preference to handle all the childcare 
responsibilities themselves because of the 
increasing diffi  culty in fi nding aff ordable quality 
childcare (Wilton, 2017). As such, fulfi lling these 
responsibilities of childcare makes it diffi  cult to 
fully handle business-related responsibilities, thus 
creating an imbalance between the business and 
family domains. While all women entrepreneurs 
suff er the negative eff ects of the inter-role confl icts 
between the family and business domains (Neneh, 
2017; Poggesi et al., 2015; Welsh et al., 2016), the 
additional burden of childcare makes it even 
worse for mumpreneurs. As such, mumpreneurs 
might be more likely to have a lower level of work-

life balance when compared to other women. 
Th is, this study hypothesises that:

H4: Being a mumpreneur will have a negative eff ect 
on the work-life balance of women entrepreneurs

As previously indicated that the multiple roles 
women entrepreneurs assume makes it diffi  cult 
for them to fi nd a balance in their family and 
business context (Shelton, 2006; Agarwal, et al., 
2015; Wambua, 2014) and this can be addressed 
through family support. However, given that 
mumpreneurs face unique childcare challenges 
that other women entrepreneurs do not face, it 
is possible that the type or magnitude of family 
support needed by mumpreneurs might diff er 
from that needed by other women entrepreneurs. 
For example, given that women entrepreneurs 
oft en have limited fi nancial resources (Powell and 
Eddleston, 2013; Su, Atmadja & Sharma, 2015), 
mumpreneurs might even be more constrained 
especially with the added fi nancial burden 
associated with childcare. As such, when women 
entrepreneurs receive fi nancial support from the 
family, the presence of younger children might 
require mumpreneurs to make provision for 
extra cost on expenses such as day care service, 
preschool and childcare related domestic labour, 
which other women entrepreneurs might not 
need. Likewise, with regards to instrumental 
support, when women entrepreneurs receive 
business mentoring and strategic guidance from 
family members, mumpreneurs might still fi nd 
it diffi  cult implementing these valuable insights 
due to time constrains and many mumpreneurs 
reportedly fragment time spent in the business for 
childcare responsibilities (Jean & Forbes, 2012). 
As such, women entrepreneurs without such 
childcare responsibilities might have more time to 
follow the strategic guidance and are more likely 
to achieve more satisfaction and thus have more 
balance in the long run when their businesses 
achieve adequate performance levels as they 
can now have more time to spend in the home 
front. Th is is not surprising as businesses own by 
mumpreneurs are generally seen to underperform 
those owned by other women entrepreneurs 
(Neneh, 2017; Mari et al., 2016). Lastly, 
mumpreneurs are extremely keen on emotional 
support as they oft en join mumpreneur networks 
in order to gain emotional support (Durah, 2016; 
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Newhouse, 2018). As such, mumpreneurs are 
more likely to overstate their level of work-life 
balance when they receive emotional support 
since they believe that emotional support is central 
to their functioning as mothers and business 
owners (Newhouse, 2018). Following from the 
above discussion, it is expected that the infl uence 
of family support on work-life balance might be 
moderated by mumpreneurship diff erent types of 
family support might have varying magnitudes 
of infl uence for mumpreneurs and other women 
entrepreneurs. Th us, this study hypothesises that:

H5: Th e infl uence of fi nancial support on work-life 
balance is moderated by mumpreneurship

H6: Th e infl uence of instrumental support on work-
life balance is moderated by mumpreneurship

H6: Th e infl uence of emotional support on work-
life balance is moderated by mumpreneurship

Methodology 
In this study, questionnaire survey approach was 
used to collect data from women small business 
owners operating in the Mangaung metropolitan 
municipality in the Free State province of 
South Africa. Due to the lack of a database for 
registered women entrepreneurs operating in this 
area, Stockvels in the Mangaung metropolitan 
municipality were approached to get access to 
women entrepreneurs. Given that the stokvels 
comprised of members who are both entrepreneurs 
and non-entrepreneurs, only entrepreneurs were 
allowed to take part in the survey. In order to 
be fully eligible to participate in the survey, the 
women entrepreneur had to own at least 50% 
or more stake in a registered business. Using 
convenience sampling, the researcher collected 
data from women entrepreneurs that were part of 
the stokvels and met the criteria for participation. 
Snowball sampling method was then applied 
from the referrals received from the women 
entrepreneurs in the stokvels, as they referred 
the researcher to others women entrepreneurs 
from diff erent backgrounds operating in diverse 
industries within the Mangaung metropolitan 
municipality, that were not part of the stockvels. 
From the 450 questionnaires that were 
administered to the women entrepreneurs, only 
300 usable questionnaires were returned, which 

resulted in a valid response rate of 66.7%.

Furthermore, multi-item scales were used to 
measure work-life balance and family support 
(i.e. fi nancial, instrumental and emotional). 
Work-life balance was measured using three items 
adapted from Poggesi et al. (2015). Financial, 
instrumental, and emotional supports were each 
measured using two items adapted from prior 
studies (Neneh, 2017; Mari et al., 2016; Powell & 
Eddleston, 2013). All these items were anchored 
on a fi ve-point Likert-type scale ranging from 
1 “strongly disagree” to 5 “strongly agree”. 
Mumpreneurs were recorded as a dummy variable 
with “1” representing mumpreneurs and “0” 
representing other women. Following from prior 
studies by Jean and Forbes (2012) mumpreneurs 
was recognised as a female entrepreneur who was 
currently taking care of a child below 12 years. 
Th is age bracket was chosen due to the likelihood 
that the children are still very much dependent 
on their mothers.

RESULTS 
Measurement model 
Partial Least Squares structural (PLS) equation 
modeling (SEM) using the SmartPLS soft ware was 
used to analyse the data and test the hypothesized 
relationships. Several quality criteria were used to 
evaluate the validity and reliability of the multi-
item constructs used in the study. Reliability was 
assessed using Cronbach’s alpha and composite 
reliability based on the recommended thresholds 
of 0.7 for both (Hair, Hult, Ringle, & Sarstedt, 
2016; Verkijika & De Wet, 2019). Looking at the 
data in Table 1, it is seen all Cronbach’s alpha and 
composite reliability values are above 0.7 thus 
confi rming the reliability of all the multi-item 
constructs used in this study.

With regards to validity, convergent validity 
was evaluated using the AVE (Table 1) while 
discriminant validity was evaluated using the 
Heterotrait-Monotrait Ratio of Correlations 
(HTMT) criterion (Table 2). Convergent validity 
is achieved when AVE values are above 0.5 
(Hair et al., 2016; Neneh, 2019). Th e AVE values 
for the constructs in this study ranged from 
0.671 to 0.934 thus confi rming the convergent 
validity of all the constructs. For discriminant 
validity, a conservative threshold value of 0.85 is 
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considered, where all HTMT values below 0.85 
depict acceptable levels of discriminant validity 
(Verkijika & De Wet, 2019). Looking at Table 1, all 
the HTMT values are below 0.85 this confi rming 
the discriminant validity of the constructs used 
in the study.

Hypothesis testing 
A structural model (Figure 1) was used to evaluate 
the proposed hypotheses. Th e signifi cance 
levels of the relationships were assessed using 
bootstrapping with 5000-subsamples. Th e 
outcome of the analysis is presented in Figure 1. 
Signifi cant associations are indicated with “**” 
for 1% and “*” for 5%.

From Figure 1, it is seen that the three family 
support dimensions and the status of being a 
mumpreneurs explained 44.8% variance in the 
work-life balance of women entrepreneurs. 
Th e results showed that mumpreneurs were 
signifi cantly more likely to have low levels of work-
life balance than other women entrepreneurs 
(β=-0.336, p<0.01). Also observed was emotional 
support (β=0.182, p<0.05) and instrumental 
support (β=0.332, p<0.01) had a signifi cant 
positive infl uence on the work-life balance of 
women entrepreneurs, however, the eff ect of 
fi nancial support was non-signifi cant. It is also 
observed that the infl uence of both emotional 
support and instrumental support on work-
life balance diff ered signifi cantly depending on 
whether a woman was a mumpreneurs or not. 

Th is is observed by the signifi cant values of the 
interaction terns ES x MP (β=0.351, p<0.05) 
and IS x MP (β=-0.220, p<0.05) respectively. 
Th e outcome of the hypothesized associations is 
presented in Table 3. Only two (i.e. H1 and H5) 
out of the seven hypotheses were not supported.

DISCUSSION 
Th e intertwined nature of the family and business 
domains for women entrepreneurs have been 
widely recognized (Mari et al., 2016; Neneh, 2018; 
Welsh et al., 2017). A key concern for women 
entrepreneurs in managing multiple roles at home 
and work is the ability to eff ectively balance the 
priorities between work and the family domains. 
While the demands from the household are a 
signifi cant source of poor work-life balance, the 
family domain can also be a source of enrichment 
by providing the needed support to minimize 
inter-role confl ict and enhance the work-life 
balance of women entrepreneurs. Th e present 
study examined how the diff erent types of family 
support (i.e. emotional, instrumental and fi nancial 
support) infl uence work-life balance and how this 
deferred when comparing mumpreneurs to other 
women entrepreneurs.

Th e results showed the infl uence of fi nancial 
support was not signifi cant, thus hypothesis H1 
was not supported. Th is fi nding is unexpected 
as one would expect that women entrepreneurs 
could easily use fi nancial resources to reduce 
their inter-role workload either in the home 

TABLE 1: QUALITY CRITERIA

  Cronbach’s Alpha Composite 
Reliability

Average Variance 
Extracted (AVE)

Emotional support (ES) 0.862 0.935 0.878
Financial support (FS) 0.745 0.857 0.671
Instrumental support (IS) 0.908 0.942 0.844
Work-life balance (WLB) 0.964 0.977 0.934
Note: Mumpreneur is not included in this table because it was measured as a dummy variable.

TABLE 2: DISCRIMINANT VALIDITY USING HTMT

  Emotional 
Support

Financial 
support

Instrumental 
support Mumpreneurs

Financial support 0.803      
Instrumental support 0.811 0.802    
Mumpreneur 0.152 0.196 0.092  
work-life balance 0.540 0.334 0.529 0.390
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domain by paying for extra help or in the work 
front by hiring more employees. Nevertheless, 
both emotional and instrumental supports were 
signifi cant and positively associated with work-
life balance, thus supporting hypotheses H2 
and H3 respectively. Th ese fi ndings suggest that 
women entrepreneurs who receive emotional 

and instrumental support are likely to experience 
higher levels of work-life balance. Most women 
venture into entrepreneurship as a means to 
create a work-life balance. As such, it is not 
surprising that women see emotional support 
as one of the critical factors that foster their 
decision to become entrepreneurs (Ramadani 

FIGURE 1: STRUCTURAL MODEL

TABLE 3: OUTCOMES OF HYPOTHESES

Hypothesis Constructs’ 
Relationship

Standardized 
path 

coeffi  cient
Critical ratio Signifi cance 

(p)

Hypothesis 
Supported 
(Yes / No)

H1 FS → WLB -0.068 1.109 p = 0.267 No
H2 IS → WLB 0.332 5.045 p = 0.000 Yes
H3 ES → WLB 0.182 2.443 p = 0.015 Yes
H4 MP → WLB -0.336 7.486 p = 0.000 Yes
H5 FS x MP → WLB -0.002 0.043 p = 0.966 No
H6 IS x MP → WLB -0.220 3.324 p = 0.001 Yes
H7 ES x MP → WLB 0.351 5.011 p = 0.000 Yes

Note: **p<0.001; *p<0.05

Emotional support (ES); Financial support (FS); Instrumental support (IS); Work-life balance (WLB)
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et al., 2015) as this support will ultimately help 
them in achieving the much needed work-life 
balance. Operating a business can be a daunting 
task, especially for women entrepreneurs who are 
faced with numerous challenges. Th is can result 
in high levels of role overload in the business 
especially for small business owners who have to 
assume multiple roles at work. As such, receiving 
instrumental support from family members in the 
form of physical assistance, feedback, mentorship, 
and other tangible resources could signifi cantly 
help to reduce their workload. Th us, it is not 
surprising to see that instrumental support has a 
high positive impact on the work-life balance of 
women entrepreneurs.

Th e fi ndings also showed that mumpreneurs have 
signifi cantly lower levels of work-life balance than 
other women entrepreneurs, thus supporting 
hypothesis H6. Th is fi nding is in line with the 
view that the added burden of childcare negatively 
aff ects women entrepreneurs in several ways 
and, especially creating an imbalance between 
the family and work domains (Jean & Forbes, 
2012). Additionally, it was observed that the 
positive infl uence of emotional and instrumental 
support on work-life balanced was moderated 
mumpreneurship, thus supporting hypothesis 
H6 and H7. However, H5 was not supported 
as mumpreneurship has no infl uence on the 
association between fi nancial support and work-
life balance. To better understand the nature of 
the signifi cant moderating eff ects in H6 and H7, 

two interaction plots were created (Figure 2 and 
Figure 3).

From Figure 2, it is seen that the infl uence of 
instrumental support on work-life balance of 
women entrepreneurs is less pronounced for 
mompreneurs than for other women. Th is could 
be because even though instrumental supports 
help a lot to reduce the workload in the business 
domain (Neneh, 2017; Poggesi et al., 2015) there 
are still many roles in the family domain especially 
with regards to child-rearing that mompreneurs 
need to fulfi l such as breastfeeding and taking care 
of children, a duty that is mostly left  to women in 
developing countries.

From Figure 3, it is seen that while emotional 
support positively infl uences the work-life 
balance of women entrepreneurs, the impact 
is more pronounced for mumpreneurs than 
for other women entrepreneurs. Th is suggests 
that mumpreneurs depend a lot on emotional 
support for managing their work-life balance. 
Th is view possibly explains why some 
researchers suggest that emotional support is 
more important to some women than simply 
providing relief for household duties (Vadnjal 
& Vadnjal, 2013). Th is importance of emotional 
support for mumpreneurs is not unexpected as 
many mumpreneurs are increasingly joining 
mumpreneurs networks as an additional source 
of emotional support (Durah, 2016). Likewise, 
the fi nding is in line with Newhouse (2018) who 

FIGURE 2: IS X MP ON WORK-LIFE BALANCE
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found that mumpreneurs placed a very high value 
on emotional support.

CONCLUSION 
Work-life balance plays an important role in 
the success of women entrepreneurs, as such, 
it is imperative to understand the factors that 
can enhance the work-life balance of women 
entrepreneurs. Th is study aimed at examining the 
role that family support plays in enhancing the 
work-life balance of women entrepreneurs while 
considering the view that this eff ects could diff er 
between mumpreneurs and other women due 
to the added burden of childcare. Th e fi ndings 
showed that emotional and instrumental support 
were positively associated with work-life balance. 
Also, mumpreneurs were less likely to achieve 
work-life balance compared to other women 
entrepreneurs. Lastly, the positive eff ects of 
instrumental and emotional support on work-life 
balanced diff ered signifi cantly for mumpreneurs 
and other women. Th ese fi ndings have two main 
implications. Firstly, given the fact that most 
women enter into entrepreneurship hoping to 
achieve work-life balance, it is imperative for the 
family members to play their much-needed role 
in helping these women to attain this goal. Th e 
family can be a source of enrichment for women 
entrepreneurs and as such family members 
should be encouraged to provide emotional and 
instrumental support to women entrepreneurs. 
Secondly, mumpreneurs have it hard trying to 

strike a balance between work and life possibly 
because of the added burden of childcare. It is 
therefore important to have additional support 
mechanisms for mumpreneurs. One trend that 
has emerged in the developed world that can be 
emulated in the developing world is the creation 
of mumpreneurs networks. Th ese mumpreneurs 
networks serve as a source of emotional and 
instrumental support for mumpreneurs (Durah, 
2016; Richomme & Vial, 2014). Mompreneur 
networks are also particularly important because 
mumpreneurs best understand the challenges 
they face in business and childcare (Richomme & 
Vial, 2014) and thus the type of support they need. 
As seen in this study, when it comes to work-life 
balance mumpreneurs benefi t the most from 
emotional support while other women benefi t 
the most from instrumental support. Th us, the 
creation of mumpreneurs networks should be 
encouraged in developing countries.
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ABSTRACT 
Th e increased participation of women in 
entrepreneurship has created challenges for 
them in terms of balancing work and family 
responsibilities. Th e situation becomes more 
complicated in a developing country like Lesotho 
due to traditional domestic roles of women and 
cultural norms and values. As such, this study 
focused on examining the antecedents of family 
work confl ict of women entrepreneurs in Lesotho. 
Th e data was obtained through interviews from 
a sample of 15 women entrepreneurs in Maseru 
district of Lesotho. Th is study identifi ed four 
antecedents of FWC (family involvement/
demand, parental demand, personality (internal 
locus of control and neuroticism) and family 
climate). Th is study culminated with a discussion 
of the managerial implications and policy 
measures that can be adopted to enhance the full 
potential of women entrepreneurs in Lesotho.

Keywords: Family Work Confl ict (FWC); Ante-
cedents; Women Entrepreneurs; Lesotho 

1. INTRODUCTION 
For years, women entrepreneurs have been the 
heart of economic growth and development 
(Vossenberg, 2013). In most countries, businesses 
owned by women grow rapidly (Foster, 2016). 
Th ey contribute towards job creation, innovation 
and create wealth in all economies (Brush, de 
Bruin & Welter, 2009:8). Th e involvement of 
women in entrepreneurship diff ers from one 
country to another (Haxhiu, 2015). In developed 
countries such as Germany, females were found 

to represent nearly half of German entrepreneurs 
(Auch, 2016). A study by Kiiski (2017) 
revealed that women make up about 84.5% of 
entrepreneurs in Finland. Th e same study also 
confi rmed that in 2012, women entrepreneurs 
accounted for 31% of all entrepreneurs in 
Finland. In the context of developing countries, 
less than 22% of entrepreneurs in Turkey are 
women (Welsh, Memili & Kaciak, 2016). In a 
study by Ali (2016), it was illustrated that 35% 
of women in Peru are entrepreneurs. In Africa, 
36.8% of entrepreneurs are women in Senegal 
(Lewin, 2018). Ngugi (2017) also revealed that 
34.8% of businesses in Uganda were owned by 
women. In Lesotho, women constitute about 73% 
of entrepreneurs (Uddin & Chowdhury, 2015). 
Similarly, an analysis from the Lesotho Ministry 
of Trade, Commerce and Industry illustrated that 
women accounted for 36% of entrepreneurs in 
the district of Maseru (Gadaga, Ntsike & Ntuli, 
2014). Polasi, Majara, Mohapi and Mosola (2015) 
also found that 17% of entrepreneurs are women 
in Mafeteng district in Lesotho.

Th e increasing participation of women in 
entrepreneurship has created a role confl ict in 
both the family and work domains as women 
entrepreneurs have to continuously juggle 
the multiple roles in their family and work 
domains (Neneh, 2018; Poggesi, Mari & De Vita, 
2017; Mari, Poggesi & De Vita, 2016). Women 
entrepreneurs as both a working woman and 
mother usually assume multiple roles in their 
business activities and family (reproductive 
labour which is oft en linked with household tasks 
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and childcare responsibilities) (Neneh, 2018; 
Boz Martínez-Corts & Munduate, 2016). Th ese 
multiple roles give rise to work family confl ict 
as it usually creates a huge strain on women 
entrepreneurs by reducing the amount of time 
and eff ort they can spend on the businesses due 
to unreduced family obligations and the lifelong 
business commitment which in turn has a negative 
impact on the performance of the business. 
Also, given that women entrepreneurs consider 
their business as intertwined with their family 
domain, handling both the demands of family 
and work responsibilities has become a key and 
continuous challenge for women entrepreneurs 
(Mari et al., 2016). However, one area of interest 
that has had a negative impact on the business 
domain is the family domain especially in the 
form of family work confl ict (FWC). Ko (2016: 
240) defi ned FWC as “a form of inter-role confl ict 
in which the general demands of, time devoted 
to, and strain created by the family interfere with 
performing work-related responsibilities.” Teoh, 
Chong, Chong and Ismail (2016) found that 26% 
of women entrepreneurs’ family responsibilities 
negatively aff ected the fi nancial aspects of their 
businesses. Likewise, a study by Talreja (2017) 
showed that 22% of women entrepreneurs 
admitted that family roles aff ected their 
performance in their businesses. Even though 
women overcome the work and family challenges 
that hinder their growth prospects, their domestic 
and household roles remain unchanged (Taljera. 
2017). Th e time and energy needed by women 
to fulfi l domestic roles still causes confl icts 
between their entrepreneurial and domestic roles 
(Taljera, 2017). Hence, it becomes important to 
understand the antecedents of FWC in order to 
provide mitigation strategies.

1.1 Problem statement 
All around the world, women entrepreneurs are 
regarded as fundamental drivers of economic 
growth and development, particularly in their 
ability to alleviate poverty and create jobs 
(Mari, Poggesi & De Vita, 2016; Kimanzi, 2016). 
While there has been an increase in the number 
of women entrepreneurs around the world, 
balancing work and family demands is an ongoing 
concern for women entrepreneurs (Narayanan & 
Savarimuthu, 2015; De Sousa, 2013; Shelton, 2006; 
King, 2005). Women entrepreneurs experience 

pressure from the confl icting roles of work and 
family (Afzal & Farooqi, 2014) more than their 
male counterparts (Powell & Eddleston, 2013; 
Van Steenbergen, Ellemers & Mooijaart, 2007). 
Th is is because women entrepreneurs tend to 
hold on to the increasing interaction between 
the family and work spheres (Kimanzi, 2016; 
Mari, Poggesi & De Vita, 2016). FWC has also 
been established to have the negative impact on 
the business outcomes of women entrepreneurs 
as women who engage more in the family role 
tend to perform negatively at work (Boz et 
al., 2016). Th is is because the amount of time 
spent on family domain restricts the women 
entrepreneurs’ ability to productively participate 
in the work domain or other non-work activities 
(Ng, Kuar & Cheng, 2016). Also, these women 
entrepreneurs usually assume multiple roles 
in their business activities and family domain 
which in turn makes it diffi  cult for them to fi nd 
a balance between their family and business 
context. Given that family has a huge infl uence 
on women entrepreneurs, the success or failure of 
their businesses may possibly occur when there is 
an imbalance in work family issues (Mohammad, 
2017). As such managing both family and work 
demands poses a continuous struggle for many 
women entrepreneurs and hence has become 
a key impediment to the advancement of their 
businesses.

Although there is increasing literature on FWC 
(Neneh, 2018; Poggesi et al., 2017; Hoobler, 2016; 
Makola, Mashegoane & Debusho, 2015), the focus 
has mainly been on the performance, antecedents 
and consequences of work family confl ict (WFC) 
on the employees and entrepreneurs rather than 
on antecedents of FWC. Hence, this study will 
examine the antecedents of family work confl ict 
amongst women entrepreneurs in Lesotho. 
Understanding the antecedents of family work 
confl ict amongst women entrepreneurs is 
important because the well-being and decisions 
made by entrepreneurs have direct bearing on 
their business outcomes (Neneh & Van Zyl, 
2012). Also, disparities in fi ndings from diff erent 
countries emphasise the need to conduct studies 
on FWC amongst women entrepreneurs in 
Lesotho as there is a dearth of studies in this 
domain and the fi ndings obtained by prior 
studies in other countries might diff er and not be 
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applicable in this context.

1.2. Objective of the study 
Th e aim of this study is to examine the antecedents 
of family work confl ict amongst women 
entrepreneurs in Lesotho.

2. LITERATURE REVIEW 
2.1. Overview of family work confl ict 
Th e role scarcity theory has been the dominant 
overarching theory used to explain the relationship 
between work and family. Th e role scarcity theory 
advocates that partaking in the work role makes 
it challenging to engage in the family role because 
of the incompatible role pressures from work and 
family (Greenhaus & Beutell, 1985; Kahn, Wolfe, 
Quinn & Snoek, 1964), which cause psychological 
and physical fatigue (Bhowon, 2013; Marks, 
1977). Goode (1960) also asserted that inter-role 
confl ict is an unavoidable outcome of engaging 
in numerous roles (Bellavia & Frone, 2005). Th e 
role scarcity theory averred that people have 
restricted energy levels divided among several 
roles and that reduces the energy reserved for 
other roles (Edwards & Rothbard, 2000). As a 
result, in the case of women entrepreneurs, as 
they engage in numerous roles in their family and 
business domains, they will certainly experience 
confl ict that will reduce their ability to undertake 
confl icting role expectations (either in the family 
or business context).

Work family confl ict is conceptually bi-directional: 
there can be family-to-work (FWC) and work-to-
family confl ict (WFC) (Mokomane, 2014:4). Th e 
former occurs when family roles are mismatched 
with work roles while the latter occurs when work 
roles are mismatched with family roles (Carlson, 
Kacmar & Williams, 2000; Greenhaus & Beutell, 
1985). Furthermore, work family confl ict (FWC/
WFC) is commonly classifi ed into time-based 
confl ict, strain-based confl ict and behaviour-
based confl ict (Xia, 2015; Boloorizadeh, Tojari 
& Zargar, 2013; Greenhaus & Beutell, 1985). 
Time-based confl ict occurs when there are time 
pressures between work and family roles. On the 
other hand, strain-based confl ict occurs when 
experiences such as tension, fatigue, anxiety 
and grumpiness from one role aff ect the ability 
to perform in another role. Similarly, behaviour-
based confl ict happens when there is a mismatch 

of behaviours between work and family roles.

2.2. Antecedents of family work confl ict 
According to Fu and Shaff er (2001), each type 
of work-family confl ict has its own unique set 
of domain-specifi c antecedents. Th e antecedents 
of WFC lie in the work domain while the 
antecedents of FWC lie within the family domain. 
In an attempt to reduce experiences of FWC, it 
is essential to understand the factors that may 
contribute to its occurrence. Researchers (Poggesi 
et al., 2017; Razak, Omar & Yunus, 2010; Byron, 
2005; Luk & Shaff er, 2005; Baltes & Heydens-
Gahir, 2003) have identifi ed diff erent sources 
of confl ict that include: family involvement, 
parental demand and time committed to family, 
personality and family climate. More research 
on work and family domains also revealed that 
certain individual personality traits can also lead 
to confl ict between the two domains (Michel & 
Clark, 2009; Rantanen, Pulkinen & Kinnunen, 
2005; Bruck & Allen, 2003) and that these traits 
may also create FWC. Th is study focused on fi ve 
antecedents of FWC, which are explained in more 
detail in the following paragraphs.

2.2.1. Family involvement/demand 
Researchers (Hargis, Kotrba, Zhdanova & Baltes, 
2011; Edwards & Rothbard, 2000), explained family 
involvement as the psychological investment as 
well as the signifi cance that individuals put into 
their family. Th ese can be achieved according to 
the family’s circumstances and the individual’s 
role within the family through the high levels of 
mental or physical energy required or the high 
amount of time needed to respond to family 
demands (Hargis, Kotrba, Zhdanova & Baltes, 
2011; Edwards & Rothbard, 2000). Greenhaus 
and Beutell (1985) further added that family 
demands can involve the amount of time devoted 
to work or family related activities. When relating 
entrepreneurship to family demand, researchers 
(Winn, 2005; Noor, 2004) pointed out that high 
family demands and tasks can possibly restrict 
women in business from devoting suffi  cient 
time and energy to their businesses. On the 
other hand, Parasuraman, Purohit, Godshalk 
and Beutell (1996) discovered that a high level 
of family involvement is related to low levels of 
WFC, though it is not related to FWC. Michel, 
Kotrba, Mitchelson, Clark and Baltes (2011) 
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found that there is a small relationship between 
family involvement and FWC.

2.2.2. Parental demand 
An assessment of literature by Poggesi, Mari and 
De Vita (2017) revealed that parental demand 
involves the number and ages of children of 
working parents. Razak, Omar and Yunus (2010), 
emphasised that parental demand usually causes 
family-to-work confl ict which ends up aff ecting 
an individual’s work. Th ese demands may come 
from family responsibilities, requirements, 
expectations and commitments related to family 
roles, which include childcare and marriage 
relationship (Greenhaus & Parasuraman, 1999). 
Parental demand was found to be related to work 
interference with family and family interference 
with work (Anderson, Coff ey & Byerly, 2002; 
Frone, Yardley & Markel, 1997). For instance, 
researchers (Akkas et al., 2015; Robichaud, 
Zinger & LeBrasseur, 2007; Byron, 2005) found 
that individuals with children have more family 
demands than individuals without children. 
Th is is caused by the fact that younger children 
need more attention than older children (Beigi, 
Mirkhalilzadeh Ershadi & Shirmohammadi, 
2012; Hargis, Kotrba, Zhdanova & Baltes, 2011; Fu 
& Shaff er, 2001). Th ese childcare responsibilities 
make it challenging for these individuals to 
balance their work and family lives. Th erefore, 
dealing with family and work incompatibilities 
is mostly eff ective for individuals who do not 
have any child-care responsibilities (Amstad, 
Meier, Fasel, Elfering & Semmer, 2011). In 
the entrepreneurship literature, research that 
empirically links parental demand to WFC is 
limited. In general, entrepreneurship literature 
supports the fact that women entrepreneurs who 
have preschool children are usually not satisfi ed 
with the time they are able to dedicate to their 
businesses (Robichaud et al., 2007). Th e fi ndings 
of Michel, Kotrba, Mitchelson, Clark and Baltes 
(2011) showed that there is a small relationship 
between parental demand and FWC. On the other 
hand, the fi ndings of Parasuraman et al. (1996) 
indicated that parental demand is not related to 
FWC but it has a positive relationship with WFC.

2.2.3. Time committed to family 
Time committed to family refers to the time 
dedicated to family demands (Parasuraman & 

Simmers, 2001). Accordingly, the amount of time 
spent on family restricts an individual’s ability 
to productively participate in work or other 
non-work activities (Ng, Kuar & Cheng, 2016). 
Specifi cally, an individual is likely to experience 
more problems in maintaining a signifi cant 
amount of time available for work if the time 
required for family is signifi cantly high. Essentially, 
researchers (Calvo-Salguero, Martínez-de-Lecea 
& del Carmen Aguilar-Luzón, 2012; Michel, 
Kotrba, Mitchelson, Clark & Baltes, 2011; Lu, 
Gilmour, Kao & Huang, 2006; Byron, 2005) 
pointed out that in most cases family interferes 
with work due to more time spent on family. 
Scholars (Robichaud, Zinger & LeBrasseur, 2007; 
Winn, 2005) in the entrepreneurship literature 
discovered that the time dedicated by women 
entrepreneurs to their family responsibilities 
limits them from dedicating enough time to their 
businesses. On the other hand, Parasuraman et 
al. (1996) is the only study that has examined 
the connection between time committed to work 
and WFC. Th is study found diff erent results from 
those in the employment literature. It found that 
the time committed to family has a negative 
relation with work interference with family and 
not related to family interference with work. Th e 
study by Michel et al. (2011) found that there is 
a small relationship between time committed to 
family and FWC.

2.2.4. Personality 
According to Friede and Ryan (2005), personality 
can be defi ned as the interior, prearranged 
characteristics of an individual that promote 
a constant form of performance in diff erent 
situations. James and Mazerolle (2002) also 
defi ned personality as the steady mindset and 
practices that have an impact on how people 
interpret and react behaviourally and emotionally 
to their environment. Personality infl uences 
how individuals conduct themselves at home 
and at work as well as how they interpret these 
areas of life (Mathews & Deary, 1998). Moreover, 
personality and job performance have been found 
to be correlated and personality is commonly 
used for recruitment and selection purposes 
across organisations (Omrawo, 2014). Among the 
multiple components of personality, within the 
work family literature, this study will only focus 
on the two components which are locus of control 
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and negative aff ectivity/neuroticism because they 
have received enough empirical attention to 
allow meta-analytic examination within the work 
family literature (Bruck & Allen, 2003; Stoeva, 
Chiu, & Greenhaus, 2002; Grzywacz & Marks, 
2000).

2.2.4.1. Internal and external locus of control
According to Cherry (2019), locus of control 
denotes the perception that people have towards 
the control they have on the events that happen 
and aff ect their lives.  Michel, Kotrba, Mitchelson, 
Clark and Baltes (2011), further added that people 
who are certain that their lives are controlled 
by the internal factors (individual or self) are 
said to have the internal locus of control while, 
those who think that their lives are infl uenced 
by external factors (chance) are said to have the 
external locus of control. Since internal locus of 
control has oft en been found to relate to work 
and life stress and also directly related to work 
family confl ict, it is regarded as an antecedent 
of work family confl ict (Noor, 2002). Moreover, 
Michel, Kotrba, Mitchelson, Clark and Baltes 
(2011) also found that internal locus of control 
was a signifi cant predictor of WFC and FWC. 
Kaufmann (1995) pointed out that an internal 
locus of control has been linked empirically to 
entrepreneurial activity. Scant literature exists 
connecting the internal and external locus of 
control and female entrepreneurs (Spillan & 
Brazier, 2003:63). Also, female entrepreneurs 
were found to have a relatively high internal locus 
of control than females in the general population 
(Nelson, 1991). As a result, women entrepreneurs 
can probably have control over their businesses 
and family lives which can eventually lead to a 
low rate of FWC/WFC.

2.2.4.2. Negative aff ect/neuroticism
Negative aff ectivity/neuroticism can be seen as 
upper levels of trait-based psychological distress, 
emotional instability like anxiety, insecurity, 
irritability, defensiveness, tension, worry and 
sadness. In general, negative aff ect is usually 
considered as an aspect of neuroticism (Stoeva, 
Chiu & Greenhaus, 2002; Judge & Higgins, 1999; 
McCrae & John, 1992). Because negative aff ect 
and neuroticism are likely to infl uence how 
individuals perceive both life and work situations, 
researchers (Rantanen, Pulkkinen, & Kinnunen, 

2005; Carlson, 1999) proposed that both negative 
aff ect and neuroticism be regarded as antecedents 
of work family confl ict. For instance, McCrae 
and John (1992) explained that people with high 
levels of neuroticism are likely to be tense, self-
pitying and worrying. Th e authors added that 
people with high levels of neuroticism are also 
less likely to handle the pressures of the work 
and family interface which can result in high 
levels of confl ict between work and family. On 
the other hand, individuals with low levels of 
neuroticism are usually seen as relaxed, even-
tempered and emotionally stable people who 
are more likely to handle the pressures of the 
work and family interface and that can result in 
low levels of confl ict between work and family 
(Priyadharshini & Wesley, 2014). Moreover, 
Michel, Kotrba, Mitchelson, Clark and Baltes 
(2011) found that negative aff ectivity/neuroticism 
had a positive relationship with WFC and FWC 
and signifi cantly related to both WFC and FWC, 
following the various domain stressors. When 
relating neuroticism to women entrepreneurship, 
Omrawo (2014) found that neuroticism can 
cause individuals to experience FWC and is also 
positively related to FWC. In the same manner, 
women entrepreneurs who exhibit high levels of 
neuroticism are highly susceptible to increased 
experiences of FWC.

2.2.5. Family climate 
Family climate was defi ned as a network of 
relationships within the family and the interaction 
within the family environment (Al Talahin, 
Al–Raqqad, AlBourini & Al-Kateeb, 2017:148; 
Kukreja & Jyotsana, 2015). Family climate also 
involves the roles and levels of relationships 
within the family and the methods of treatment 
pursued by the parents in the upbringing and 
cohesion among members in more than partial 
relations (Al Talahin, Al–Raqqad, AlBourini & 
Al-Kateeb, 2017:148; Kukreja & Jyotsana, 2015). 
Sharma (2015:2883), also explained family 
climate as a network that provides forces and 
factors which surround, engulf and play on the 
individual. Family climate includes the overall 
climate in the home, rather than single actions 
that infl uences behaviour. If the home climate 
tended toward coldness in one area, it will tend 
towards coldness in all areas (Sharma, 2015:2883). 
Al Talahin, Al–Raqqad, AlBourini and Al-Kateeb 
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(2017:148), further added that family climate 
includes the warmth and stability, which act as 
an individual’s support when facing the stresses 
of life. In the women entrepreneurship literature, 
family climate can be seen where families of 
women entrepreneurs become unhappy as a 
result of women failing to devote equal time 
to both their families and businesses. Such 
inconsistency between the woman entrepreneur 
and her surrounding environment can lead to 
the imbalance between work and family (Taljera, 
2017). Th e unhappy family can fi nally lead to 
women experiencing FWC. On the other hand, 
if there is a balance between the business and 
family roles, family harmony can be reinforced 
and thus reduce FWC in women entrepreneurs 
(Widmann, 2017). Also, family climate was found 
to have a small negative relationship with FWC, as 
family climate increases, FWC decreases (Michel, 
Kotrba, Mitchelson, Clark & Baltes, 2011:17).

3. RESEARCH METHODOLOGY 
In this section, the research design, sampling, 
data collection as well as data analysis to be used 
in this study will be discussed in the following 
paragraphs.

3.1. Research design
Th is study made use of the phenomenological 
qualitative research design to collect and interpret 
data. Phenomenology is a qualitative research 
method that strives to understand the world 
from the participant’s perspective (Gray, 2014). 
Particularly, interpretive phenomenology was 
used to understand and interpret the meaning 
of the lived experiences of women entrepreneurs 
in Lesotho and to consider all their possible 
infl uences and experiences of family work confl ict 
and its antecedents from their own standpoints.

3.2. Sampling
In order to get access to women entrepreneurs, a 
list that had the telephone and email contacts of 
women owned businesses was obtained from the 
Basotho Enterprises Development Corporation 
(BEDCO). Th en, the selection criteria was 
specifi ed in order to get detailed narratives of the 
antecedents of family work confl ict from women 
entrepreneurs. Participants were selected if they 
were women of ages 18 and above, married or 
otherwise and with children (younger and older) 

or without children. Th e older and younger 
children were included in the study in order 
to compare the diff erence between the family 
demands of women which could most likely 
lead to family work confl ict. Participants were 
also expected to be from diff erent business types 
and sizes, including both well-established and 
the newly established businesses. Women were 
from diff erent types of businesses that included: 
tailoring/dressmaking, street vending and 
poultry/pig farming. Also, women entrepreneurs 
were expected to have a fi nancial stake and 
an active role in their businesses. A purposive 
sampling method was used to collect data in 
order to facilitate comparisons among 15 women 
entrepreneurs from diff erent business sectors and 
sizes in the district of Maseru. All prospective 
participants were given the study information 
sheet that clearly explained the purpose of the 
study, what participation entailed and the contact 
information of the researchers. Th e potential 
participants were also provided with interview 
questions so that they could read through them 
and ask questions where necessary. Th ereaft er, an 
interview schedule for participants was created.

3.3. Data collection
In this study, data was collected using the semi 
structured face-to-face interviews. Th e women 
entrepreneurs were asked standardised open-
ended questions and follow up questions about 
their experiences concerning the three types 
of confl ict (time-based confl ict, behaviour-
based confl ict and strain-based confl ict) and 
fi ve antecedents of family work confl ict. Th e 
standardised questions were developed using 
the STAR method—Situation, Task, Action, 
Result— and hence, were worded to capture all 
of the details of life experiences of the women 
entrepreneurs (or lack thereof) following prior 
studies (McMullan, Lapierre & Li, 2018). Using 
this approach facilitated the collection of data that 
allowed for a textual and structural description of 
the life experiences of the women entrepreneurs 
and eventually lead to an understanding of 
the common experiences amongst the women 
entrepreneurs (McMullan, Lapierre & Li, 2018; 
Creswell, 2013).

Th e interviews were conducted in the business 
premises of women entrepreneurs in the 
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district of Maseru. Th is was done to ensure that 
the availability, location and fl exibility of the 
participants do not minimise the participation 
in the study. Interviews mostly took 45 minutes 
to one hour. Interviews were audio-recorded 
and subsequently transcribed verbatim to ensure 
that detailed data on the antecedents of family 
work confl ict was collected. In order to ensure 
participant anonymity, all interview notes and 
transcriptions were assigned unique codes. All 
interviews were conducted in Sesotho, which 
is the participants’ fi rst language and were then 
translated to English.

3.4. Data analysis
In this study, data was analysed using interpretive 
phenomenological analysis (IPA) (Smith & 
Osborn, 2015; Pietkiewicz & Smith, 2012). 
Once the interviews had been completed, the 
four key steps of IPA were followed to analyse 
the data. Th e fi rst step involved independently 
looking for themes in the transcripts where the 
transcripts were read to be familiar with the data. 
Aft erwards, the labels that captured antecedents 
of family work confl ict were created to group 
statements that had the same meaning. Th e same 
labels were used to identify other statements that 
looked similar. Th e second step involved looking 
for connections between emerging themes in the 
transcripts which had similar theoretical meaning. 
Additional labels were created and were used 
to edit the existing ones to give more meaning 
to the data. Th e third step involved clustering 
of themes, where similar labels were analysed 
and combined together to form themes. Data 
saturation was reached on the ninth interview, 
as no new family work confl ict themes emerged 
aft er this point. More labels were created beyond 
the ninth interview transcript to make sure that 
more details were included in order to explain the 
nature of family work confl ict and its antecedents 
following the saturation criteria recommended 
by Polkinghorne (i.e., 5–25 interviews; 1989). Th e 
fourth step involved going through the themes 
that emerged from the fi rst transcript to identify 
themes in the subsequent transcripts. Th is process 
was done on all transcripts and repeated until the 
data could not be reduced any more. In order to 
ensure accuracy, all the identifi ed themes and 
related quotes were reviewed.

Furthermore, in order to enhance validity and 
reliability, Yardley’s (2000) four principles for 
validity and reliability were used: sensitivity to 
context, commitment and rigour, transparency 
and coherence, and impact and importance. 
Sensitivity to context was seen in the review 
of literature on family work confl ict and its 
antecedents. It was also seen in the links drawn 
between the research objective and research 
methodology of the study. Sensitivity to context 
was also considered by paying attention to 
whether it was easy for women entrepreneurs to 
open up about their experiences of family work 
confl ict and its antecedents. Th e commitment to 
the research was demonstrated through learning 
and gaining more knowledge about family work 
confl ict and its antecedents in order to get a feel 
for the nature of the study. Also, the participants’ 
own words were used as much as possible and 
more detail, context and emotion were included 
to enable the reader to more fully understand the 
experiences of women entrepreneurs of family 
work confl ict and its antecedents (Creswell, 
2007). Rigour was established through in-depth 
interviews, as well as through in-depth analyses 
and presentations of the data to fully explain the 
experiences of family work confl ict of women 
entrepreneurs and its antecedents. Transparency 
was established by thoroughly explaining the 
research methods and analysis of the study to 
enable the reader to determine the coherence of 
the study. Lastly, the impact and importance of 
this study was achieved by explaining how women 
entrepreneurs experienced the antecedents of 
family work confl ict.

4. RESULTS AND DISCUSSION 
In this section, the profi le of participants will be 
discussed as well as the themes that have been 
identifi ed for the study.

4.1. Profi le of respondents
Th e present study has investigated the antecedents 
of FWC by analysing data from 15 Basotho women 
entrepreneurs. From the interviews conducted, 
eight women were married, one was never married, 
two separated from their husbands, one of them 
indicated that she did not know whether she’s 
married or not and three of them were widowed. 
With regards to their age, four of them were 
between 61 and 67 years old, three of them were 
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between 35 and 38 years old, one was 32 years old, 
fi ve were between 44 and 49 years and two were 
between 50 and 55 years. Regarding their level 
of education, only three of them completed their 
high school and went to college, three of them 
ended at primary level (standard 7 (2) and Class 
4 (1)), eight of them only ended at high school 
level Form B (2), Form C (4) and Form E (2)) 
and one did not disclose her level of education. 
With regards to the number of children, 10 
women entrepreneurs had between two and three 
children and their children have attended/attend 
school up to aft er high school and proceeded to 
tertiary institutions. Among the remaining fi ve 
women entrepreneurs, one woman entrepreneur 
had fi ve children, one woman entrepreneur had 
four children, one woman entrepreneur had one 
child, one woman entrepreneur only had one 
child still alive aft er the other two died and one 
woman entrepreneur did not have any children. 
Also, the age ranges of children were between 
the ages of 5, 7, 8, 12 and 27. Furthermore, with 
respect to the level of education of their children, 
four women had children in pre-school, primary 
and high school while the other 11 women 
had children who had completed their tertiary 
studies and others already working. Furthermore, 
most women entrepreneurs had people who 
depended on them and were never employed 
before they started their businesses. Th e types of 
businesses that these women have ventured into 
include: tailoring/dressmaking, street vending 
(selling sweets, chappies, airtime, woodwork, 
newspapers) and poultry/pig farming. Out of the 
15 women entrepreneurs that participated in the 
study, four of them were in street vending, two of 
them were in the dress making business and nine 
of them were in the poultry/pig business.

4.2. Family work confl ict
FWC refers to a form of inter-role confl ict in 
which the general demands of, time devoted to, 
and strain created by the family interfere with 
performing work-related responsibilities. Time-
based confl ict takes place when time pressure 
caused by one role makes it hard to meet 
expectations of another role. On the other hand, 
strain-based confl ict occurs when experiences 
such as tension, fatigue, anxiety and grumpiness 
from one role aff ect the ability to perform 
in another role. Similarly, behaviour-based 

confl ict happens when behaviours in one role 
are mismatched with the behaviours in another 
role. Multiple responsibilities was identifi ed as 
one of the major factors that contribute to WFC 
and FWC. Some of the responses of the women 
based on the three types of work family confl ict 
included the following:

4.2.1. Time-based confl ict
As a woman, I always have to perform multiple 
responsibilities in both my household and business. 
Th e time I spent in business and family oft en 
interfere with each other because if there is an 
emergency like the funeral or a family member 
being sick that I have to attend to, I will have to 
close my business to attend the funeral or sick 
family member.

4.2.2. Strain-based confl ict 
Th e woodwork business I run needs a lot of 
physical energy and I am usually stressed due to the 
workload from both my household and business 
responsibilities. Back in the days, I used to make 
10 tables per day, which people could buy. Because 
I am a woman and my age (now approaching my 
fi ft ies), I no longer have that much energy these 
days due to the multitasking that I have to perform 
in both my business and family. I am now getting 
tired and when I get tired, I fi nd myself resting. And 
my rate of production has reduced because of that. 
I have to put in extra hours in both my household 
and business responsibilities.

4.2.3. Behaviour-based confl ict
Sometimes I get so busy that I end up forgetting 
about some of the family related tasks that I had 
to do during the day, like buying electricity and 
sending those at home the electricity token and 
only remember it when I arrive home.

Th e results from the interviews suggest that 
women entrepreneurs experience FWC and that 
the type and magnitude of this confl ict diff ers 
across each woman entrepreneur. Th ese fi ndings 
are in line with prior studies (Neneh, 2018; 
Teoh, Chong, Chong & Ismail, 2016; Nabong, 
2012) which found that women entrepreneurs 
experience FWC. Th ese confl ict results from the 
multiple simultaneous roles (unending family 
obligations and increased business commitments) 
that either take up their time (the business or 
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family responsibilities) or puts a substantial 
strain on them and thus decreases the time and 
eff orts the women spend on ensuring that their 
businesses become successful.

4.3. Antecedents of FWC
Five themes emerged from the data on the 
antecedents of FWC, which is closely in line with 
the antecedents currently under investigation. 
In the following paragraphs, an explanation of 
each of these themes along with a few quotes 
from the women entrepreneurs will be presented. 
Th ese themes include family involvement, 
parental demand and time committed to family, 
personality and family climate.

4.3.1. Family involvement/ demand
Family involvement/demands refers to the 
amount of time devoted to either work or family 
related activities. Th e role of family involvement 
was supported by the experiences of some of 
the respondents. For example one respondent 
said “Th ere is no specifi c amount of time in hours 
I devote to my family responsibilities because 
household duties never end and I struggle to attend 
to both my business and family on a daily basis.” 
Th is indicates the prevalence of time-based 
FWC as family responsibility seem unending 
for some women. Another respondent indicated 
that “I spend about 5 hours per day on my family 
responsibilities and the rest on my business and only 
have a small amount of time to rest.” Th is suggest 
that even when time is partitioned between 
family and work, there is limited time for rest 
which could have a signifi cant eff ect on the strain 
experienced by the entrepreneur.

From their responses, family involvement 
does interfere with the work demands of the 
women entrepreneurs. Th ese inferences could 
be explained by the fact that women have to 
continuous assume multiple responsibilities in 
both their families and businesses, which in turn 
makes it diffi  cult for them to strike a balance. 
Th ese results are consistent with the fi ndings of 
prior studies (Poggesi, Mari & De Vita, 2017; 
Adams, King & King, 1996; Frone, Russell, & 
Cooper, 1992; Greenhaus & Kopelman, 1981), 
which found that family involvement has a 
positive eff ect on FWC.

4.3.2. Parental demand 
Parental demand involves the number and ages 
of children of working parents. Some of the 
responses from this theme are presented below:

I have two children, with the eldest child being 
8 years and the youngest is 5 years old. It is not 
always easy to look aft er my two kids and still 
spend time on my business. I am able to manage 
my family demands with the help of my mom and 
husband. My husband takes care of our elder child 
and my mom and brother’s children take care of 
my youngest child. Otherwise if it wasn’t for them, 
I don’t know what I would have done without them 
because they make my life easy. Th ey make it easy 
to plan and manage my time of coming to work 
and going back home.

I have children but they no longer stay with me 
on a daily basis. Th ey are now married and have 
their own families and are also working. Th ey only 
now come to visit whenever they get the chance and 
during holidays such as Christmas. I also no longer 
have dependents.

From their responses, parental demand does 
interfere with the work demands of the women 
entrepreneurs but they are able to manage this 
parental demand with the support from their 
family members. Th e results of this study are 
congruent with those of previous studies (Poggesi, 
Mari & De Vita, 2017; Luk & Shaff er, 2005; Aryee, 
Luk, Leung & Lo, 1999; Greenhaus, Collins, 
Singh & Parasuraman, 1997; Bedeian, Burke & 
Moff ett, 1988), which found that parental demand 
positively predicted both WFC as well as FWC. 
Th e fi ndings from the interviews also suggest 
that parental demand is not necessarily prevalent 
amongst all women entrepreneurs especially for 
women entrepreneurs that did not have young 
kids who depended on them. Robichaud, Cachon 
and McGraw (2015) established that women who 
had very young children had less time to focus on 
their businesses, which in turn negatively aff ects 
the performance of their businesses. Karatepe 
and Bekteshi (2008) found that family support 
especially moral support helps individuals to 
manage pressures from work and have more focus 
on their work responsibilities, which eventually 
increases their business performance and reduces 
FWC.
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4.3.3. Time committed to family 
Time committed to family deals with the time 
dedicated to family demands. Examples of 
statements from respondents who supported this 
theme are stated below:

Most of the time, my family does not make it 
diffi  cult for me to focus on my business and hence I 
am able to give my family more time aft er knocking 
off  from my business;

It is only in cases of emergency such as death of a 
family member or relative or if my husband or one 
of my children is sick that I fi nd myself spending 
more time with family than in my business.

Th e results suggest that time committed to family 
does not have any signifi cant impact on FWC 
amongst the women entrepreneurs. Th e results 
of this study are consistent with the fi ndings of 
Luk and Shaff er (2005) who also did not fi nd any 
signifi cant impact of time committed to family 
on WFC/FWC. On the other hand, these results 
diff er with the fi ndings of Poggesi, Mari and De 
Vita (2017), who established that time committed 
to family is signifi cantly related to FWC.

4.3.4. Personality 
In this study, two factors of the personality 
dimensions (internal and external locus of control 
and neuroticism) were examined.

4.3.4.1. Internal and external locus of control
Internal locus of control refers to individuals who 
are certain that their lives are controlled by the 
internal factors while external locus of control 
refers to individuals who think that their lives 
are infl uenced by external factors (chance). Some 
of the responses from this theme are presented 
below:

4.3.4.1.1. Internal locus of control
For example one respondent indicated that Yes, I 
have achieved all that I have because I work hard 
but also God helps me. Once I make plans, I am 
almost certain to make them work.

Another respondent indicated that Yes, although 
at times circumstances such as lack of money to 
achieve my goals do not make it easy to follow those 
goals, I can always learn almost anything if I set my 
mind to it.

4.3.4.1.2. External locus of control
For example, on respondent indicated that “Success 
is a result of hard work while failure just needs one 
to not give up and work extra harder to succeed the 
next time. Failure is due to laziness. We have to 
work hard and God will bless us”

Another respondent indicated that I do not accept 
defeat easily. I deal with the problem until I reach 
the point where I feel that I have exhausted all my 
options.

Th e results suggest that women entrepreneurs 
have an internal locus of control as they have 
control on their businesses and family lives and 
thus have a positive eff ect on FWC. Th is fi nding 
is congruent with a study by Michel, Kotrba, 
Mitchelson, Clark and Baltes (2011) which also 
found that individuals who have a high internal 
locus of control are more able to successfully 
balance their work and family responsibilities.

4.3.4.2. Negative aff ect/Neuroticism
Previous studies (Devi & Rani, 2012; Bruck & 
Allen, 2003; Grzywacz & Marks, 2000) found that 
neuroticism was positively related to the negative 
spillover both from work to family and vice versa. 
Neuroticism has been continually found to have 
a positive relationship with WFC and FWC 
(Andreassi & Th ompson, 2007; Wayne, Musisca 
& Fleeson, 2004; Bruck & Allen, 2003). Examples 
of statements from respondents who supported 
this theme are stated below:

Yes, I worry a lot, depending on what’s happening 
and I easily get upset and am not able to control 
my emotions.

I easily get upset, I am able to control my emotions 
and I try to avoid things that make me upset, I am 
not able to do anything in tense situations. I do not 
even sew to avoid making mistakes or destroying 
fabrics.

I easily get nervous, but I always try at all cost to be 
calm even in tense situations.

4.3.5. Family climate
Family climate deals with the network of 
relationships within the family and the interaction 
within the family environment. In this study, two 
factors of the family climate (adaptability and 
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open communication) were examined. Examples 
of statements from respondents who supported 
this theme are stated below.

4.3.5.1. Adaptability
My family is always united at all times and that 
helps us to be able to deal with the unexpected.

We try to help each other in whichever possible 
way we can even though at times it is diffi  cult if 
it is a money related problem, but we try to help 
one another until the end of the problem we were 
facing.

We do that very well, sometimes it is not easy but 
we always succeed in the end.

4.3.5.2. Open communication
We always make sure that as a family, we are open 
to each other at all times. I tell my children all the 
time to not hesitate or hide if there is something 
they want us to talk about.

My family tries to always be polite with each other. 
Yes, about 90% of the time we listen to each other, 
we try to accommodate each member of the family 
by listening to them when they talk.

Even though some of my children now stay with 
their own families, the issues that concern us as 
family we still manage to talk about as a family 
even over the phone.

Yes, there are some things that we talk about 
together with the children and there are others we 
only talk about with my husband and not with 
children.

Th is result suggest that the two dimensions of 
family climate have a positive eff ect on FWC 
which is in line with prior studies by Widmann 
(2017) and Michel et at. (2011).

5. MANAGERIAL IMPLICATIONS
Th e aim of this study was to examine the 
antecedents of family work confl ict experienced 
by women entrepreneurs in Lesotho. Th e results 
showed that women entrepreneurs in Lesotho 
experience FWC and that the types of FWC 
diff er across each woman entrepreneur which is 
in line with studies by (Neneh, 2018; Teoh, et al., 
2016; Nabong, 2012). Th e fi ndings of this study 

also revealed that family involvement/demand, 
parental demand, personality (internal locus 
of control and neuroticism) and family climate 
are antecedents of FWC in Lesotho which is 
congruent with prior studies (Poggesi et al., 2017; 
Michel et al., 2011; Luk & Shaff er, 2005). Time 
committed to family was the only factor, which 
was not identifi ed as an antecedent of FWC. 
Th is could be attributed to the fact that women 
entrepreneurs consider family and business 
domains as closely entwined (Aldrich & Cliff , 
2003) as their business activities are embedded in 
family systems, they have to accept their multiple 
roles in the family and business domains as the 
status quo. Th is result is consistent with the 
fi ndings of Luk and Shaff er (2005) who also did 
not fi nd any signifi cant impact of time committed 
to family on WFC/FWC. Furthermore, given that 
individuals who have a high level of neuroticism 
turn to experience psychological distress and 
dissatisfaction with their work-family domains, 
it becomes important to reduce the level of 
neuroticism amongst the women entrepreneurs 
given that the results from the study showed that 
most of the women worried a lot, are nervous 
or get upset. One possible way to mitigate 
neuroticism is through mindfulness training. As 
such, the government in Lesotho should provide 
mindfulness training.

Th ese fi ndings have two main implications. 
Firstly, women experience FWC and the increase 
in FWC can be explained by the multiple roles 
that women have to continuously perform in 
both their family and business domains. In the 
past, women only assumed the traditional role 
of caretakers of their homes, but now with their 
increased involvement in entrepreneurship, 
they also face the added burden of working and 
managing both the demands of family and work 
responsibilities, which in turn leads to FWC 
(Neneh, 2018; Mari, Poggesi et al., 2016). As such, 
an understanding of the antecedents of FWC 
especially in the country like Lesotho which is 
perceived as one of the male-controlled countries 
where the issue of work-family issues on women 
(inclusive of women in business) is still very 
much challenging becomes very important. Th e 
realities of patriarchy place women in situations 
where family obligations clash with their 
entrepreneurial life (Mordi, Simpson, Singh & 
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Okafor, 2010). Th e male dominated system of 
Lesotho exposes women to severe work family/
family work confl ict, which has an impact on 
their commitment and motivation to work. Th is 
then aff ects the performance and productivity of 
women owned businesses in Lesotho (Mordi et al, 
2010; Aluko, 2009). Th e analysis of the antecedents 
of FWC will contribute to identify possible and 
more targeted actions to mitigate the negative 
eff ect of FWC amongst women entrepreneurs in 
Lesotho. Secondly, given that family involvement/ 
demand, parental demand and family climate 
were identifi ed as antecedents of FWC and seeing 
that women entrepreneurs revealed that they 
had a good network of relationships within their 
families, one way to buff er the negative eff ect of 
FWC is through family support. Family support 
was found to have an important role in the 
survival and growth of women owned businesses. 
Imbaya (2012) indicated that the success of 
women entrepreneurs depends on the kind of 
support they get from their families. Similarly, 
family support especially moral support helps 
individuals to manage pressures from work and 
have more focus on their work responsibilities, 
which eventually increases their business 
performance (Karatepe & Bekteshi, 2008) and 
reduces FWC. When external support systems 
are limited, family members symbolise essential 
resources that women entrepreneurs can count 
on (Neneh, 2017; Welsh et al., 2014; Greve & Salaf, 
2003). Th is means that women entrepreneurs 
can achieve their entrepreneurial success if 
their families can provide most of the necessary 
types of support that they need that can help to 
also reduce FWC. Spousal support is one of the 
most important sources of support for women 
entrepreneurs. Prior studies (Erdwins, Buff ardi, 
Casper & O’Brien, 2001; Aryee, Luk, Leung & Lo, 
1999) also found that spousal support helped in 
reducing FWC. Family support also results in a 
better family environment through exchanging 
ideas and business leadership (Widmann, 2017).

6. CONCLUSION
While women entrepreneurs have been identifi ed 
to play a great role in the advancement of every 
nation, studies have shown that many women 
entrepreneurs continuously struggle to maintain 
the multiple roles in their family and work 
domains. Th is study identifi ed four antecedents 

of FWC (family involvement/demand, parental 
demand, personality (internal locus of control 
and neuroticism) and family climate). Th e current 
study improves the existing understanding of 
FWC and adds more knowledge to work family 
literature in Lesotho. Given the fact that majority 
of the women sampled were older women 
with older kids, future studies should focus on 
mumpreneurs (who are a sub-group of women 
entrepreneurs with younger children operating at 
the interface of business and motherhood) from 
other women entrepreneurs when studying the 
antecedents of FWC as these could bring new 
insights into FWC literature.
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ABSTRACT 
Research problem: Th e South African government 
is committed to growing small, medium and 
micro enterprises (SMMEs) and several incentive 
programmes have been developed. However, some 
researchers have found that government support 
initiatives have failed to adequately support small 
businesses. Th e impact of the two Department of 
Small Business Development incentive grants has 
not yet been evaluated.

Th e primary research purpose/objective was to 
determine the impact of two Department of Small 
Business Development incentive grants on small 
businesses in the City of Tshwane Municipality.

A mixed-methods methodology was used to 
collect primary data by conducting a quantitative 
survey with 35 of the 40 grant benefi ciaries in the 
City of Tshwane, and through qualitative face-to-
face interviews with 12 offi  cials involved with the 
grants.

Th e results showed that the incentive grants had 
contributed to an increase in turnover, profi t 
and employees for some of the benefi ciaries but 
not for all. Serious challenges related to market 

access and human resources were identifi ed. 
Th ese benefi ciaries preferred to employ part-time 
and contract employees rather than permanent 
employees.

Management implications: In addition to 
the provision of funding, mentoring, skills 
development and assistance with market access 
are essential to successfully grow these businesses.

Conclusion: Th e two incentive grants contributed 
to the growth of some of the benefi ciaries, but 
none of them has grown beyond the small 
business classifi cation.

Keywords: Black business supplier develop-
ment programme, Cooperative Incentive 
Scheme, Department of Small Business Devel-
opment, Small businesses. 

INTRODUCTION 
In developing countries, small, medium and 
micro enterprises (SMMEs) are a vital source 
of economic growth, dynamism and fl exibility 
(Achtenhagen & Brundin, 2016:9). Soderbom and 
Page (2015:44) stated that there are an estimated 
365 to 445 million formal and informal SMMEs, 
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employing about 90% of all workers in developing 
countries. Owing to this fact, the South African 
government has targeted the SMME sector as 
a driver for economic development in South 
Africa (Soderbom & Page, 2015:44). Both the 
National Growth Path (NGP) and the National 
Development Plan 2030 (NDP) (2012) support 
the growth of small businesses and cooperatives as 
a vehicle for attracting more South Africans into 
entrepreneurial activities, boosting job creation 
(Rogerson, 2014:210). Over the past decade, 
almost every provincial government in South 
Africa and most of the metropolitan municipalities 
have acquired a section or department for small 
enterprise support programmes (Achtenhagen & 
Brundin, 2016:9).

Th e Department of Small Business Development 
(DSBD) manages incentive grants that promote 
the broader participation of small businesses 
and cooperatives owned by individuals from 
historically disadvantaged communities and 
marginalised regions in the mainstream economy 
(Bawole & Hossain, 2017:181). Th e incentive 
programmes include the Cooperative Incentive 
Scheme (CIS) and the Black Business Supplier 
Development Programme (BBSDP). Th e 
purpose of the CIS is to improve the viability 
and competitiveness of cooperative enterprises 
by lowering the cost of doing business through 
an incentive that supports Broad-Based Black 
Economic Empowerment (B-BBEE). Th e BBSDP 
provides a matching grant to enterprises to assist 
them in improving their competitiveness through, 
for instance, upgrading managerial capabilities, 
market development, and quality improvement 
projects.

In 2017, according to the DSBD database (2017), 
35 small businesses in the City of Tshwane 
Municipality were benefi ciaries of these two DSBD 
incentive programmes. Whether these incentive 
grants have contributed to the growth of these 
small businesses and job creation in the City of 
Tshwane Municipality has not been investigated. 
However, job creation in the City of Tshwane 
is sorely needed with an unemployment rate of 
24.2%, and a youth unemployment rate of 32.6%, 
in spite of the City of Tshwane’s economy growing 
at 3.1% in 2017, with a concomitant potential for 
employment (StatsSA, 2017). In addition, nearly 

half (48.1%) of the City of Tshwane’s 2.9 million 
population has an annual income below R38 200, 
while 61.4% earn less than R76  400 (StatsSA, 
2011). One possible solution to address the 
unemployment crisis may be the growth of small 
businesses. Th is could be enabled by government 
grants, such as the CIS and BBSDP.

PROBLEM INVESTIGATED 
Moos, Phillips and Nieman (2014:4) found that 
government support initiatives have failed to 
adequately support small businesses. In their 
study on the impact of government initiatives on 
female entrepreneurship, they discovered that 
there is a lack of awareness of government support 
initiatives; in addition, meeting the fi nancial and 
non-fi nancial needs of small businesses seem to 
be a serious problem.

Research conducted by Tlhomolan, Rankhumise 
and Niekerk (2017:6) in the City of Tshwane 
Municipality on challenges facing SMMEs, found 
that 89% of their 25 respondents agreed that 
without proper support from the government 
the SMME sector would not be sustainable. Th e 
authors further found that there is an increased 
acknowledgement that public sector organisations 
have not demonstrated to be eff ective providers 
of business development services to SMMEs.

Th ere seems to be a lack of research focusing on 
the eff ectiveness of government incentive grants; 
particularly in the City of Tshwane Municipality. 
Th e problem is that the impact of two relatively 
new government incentives, the CIS and the 
BBSDP, have not yet been researched.

Th e primary research objective is thus to 
determine the impact of two DSBD incentive 
grants on small businesses in the City of Tshwane 
Municipality.

Th e secondary research objectives are as follows:

• To determine whether the incentives 
provided by the DSBD managed to address 
the challenges faced by small businesses in the 
City of Tshwane Municipality. 

• To establish the extent to which government 
incentive grants from the DSBD have assisted 
small businesses based in the City of Tshwane 
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Municipality in growing their businesses. 
• To identify the factors that could contribute to 

failure in implementing the CIS and BBSDP 
eff ectively. 

LITERATURE REVIEW 
Defi nition and needs of small business 
Th e key focus of this research is on the small 
businesses sector. According to South Africa’s 
1996 National Small Business Act No. 102 
(2003:2), “an SMME is seen as a separate and 
distinct business entity, including cooperative 
enterprises and non-governmental organisations, 
managed by one owner or more persons who, 
including its branches or subsidiaries, if any, 
is predominantly carried on in any sector or 
sub-sector of the economy”. Th e Act classifi es 
businesses by Standard Industrial Classifi cation 
(SIC) sector or sub-sector, according to the 
number of full-time permanent employees and 
the total turnover. For a small business, the 
number of full-time employees ranges between 
20-50 or 10-50, depending on the sector.

Small businesses need fi nancial and non-
fi nancial support or advice for their survival and 
growth in the market (Tlhomolan et al., 2017:6). 
Access to markets contributes signifi cantly 
to the survival of an enterprise; it is a critical 
component of a competitive economy (Hunter 
& Kazakoff , 2012:2). Th is suggests that there 
is a need for programmes that provide such 
support. Klonowski (2014:145) indicated that 
across the country, a broad range of support 
programmes targeted at small businesses are 
provided by diff erent government departments 
and institutions, as well as the private sector.

Government support for small business 
Mainly fi ve diff erent departments and their 
agencies implement small business promotional 
activities (Gumede, 2017:61). Th ese are: 
Department of Trade and Industry (dti), 
Department of Small Business Development 
(DSBD), Department of Economic Development, 
Department of Science and Technology (DST), 
the Presidency of the Republic of South Africa, 
and the Department of Agriculture. Th e dti 
indicated that the promotion of entrepreneurship 
and small businesses remains an essential priority 
for the South African government (Gumede, 

2017:59). Apart from the ones mentioned, 
additional institutions were established to assist 
the government in developing entrepreneurship 
(Moos et al., 2014:4): Small Enterprise 
Development Agency (SEDA); Small Enterprise 
Finance Agency (SEFA); Khula Enterprise 
Finance Limited; South African Micro Finance 
Apex Fund (SAMAF); state-funded organisations, 
such as the Industrial Development Corporation 
(IDC); the National Empowerment Fund (NEF); 
and provincial development corporations such as 
the Gauteng Enterprise Propeller (GEP); and the 
Gauteng Economic Development Agency.

It is evident from this list of institutions that 
the South African government has invested a 
substantial amount of resources into supporting 
small enterprises. However, researchers, such as 
Moos et al. (2014:4), identifi ed some shortcomings 
in the government’s implementation of these 
support eff orts:

• Both small businesses and government 
perceive that fi nancial and non-fi nancial 
institutions and agencies are not meeting the 
needs of the small business sector. 

• Small businesses are still excluded from 
funds and support, for reasons that range 
from not being aware of the existence of 
support programmes, to the fact that these 
programmes are not easily accessible. Further 
reasons cited are the cost of funding being too 
high and criteria for support being too strict. 

• Financial and non-fi nancial institutions are 
not meeting the needs of small businesses and 
SEDA has become a wasteful bureaucracy that 
is out of touch with SMMEs. 

• Th ere is a general mistrust of external agencies 
among SMMEs, and the incapacity of support 
institutions to persuasively raise awareness 
about their existence and eff ectiveness. 

DSBD incentive grant programmes: CIS and 
BBSDP 
Th e DSBD has two incentive grant programmes 
in support of small businesses, namely the BBSDP 
and the CIS, which are described next.

Black Business Supplier Development Programme 
(BBSDP) 
According to the DSBD (2016:1), the BBSDP was 
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introduced in 2002 to address the constraints 
that many black-owned small enterprises faced 
in participating in the mainstream economy. 
Th e usual restrictions were that these enterprises 
had limited access to competitive markets, 
that most of their products could not meet 
the required quality standards, and that most 
lacked the management skills to operate growing 
enterprises. Th e programme started as a pilot 
project under the auspices of the World Bank 
and was taken over by the dti aft er its inception. 
It is now managed by the DSBD. Th e latter is 
continuing with the programme with the aim 
of reaching more entrepreneurs, broadening the 
activities eligible for assistance, and increasing 
the level of funding support in order to achieve a 
higher impact on targeted enterprises.

Th e BBSDP is a cost-sharing grant off ered to 
formal black-owned small enterprises to assist 
them in improving their competitiveness and 
sustainability to integrate into the mainstream 
economy and increase employment. It provides 
grants to a maximum of R800  000 for tools, 
machinery and equipment, and R200  000 for 
business development and training interventions 
per eligible enterprise to improve the business’s 
corporate governance, management, marketing, 
productivity, and the use of modern technology 
(DSBD, 2016:2). Th ese businesses must have 
the potential or capacity to supply goods and or 
services to the general public, the public sector, 
or private sector corporations, on a sustainable 
basis.

To qualify for BBSDP funding, the enterprise 
must be predominantly black-owned (51%); 
have a predominantly black management team 
(50%); have R250  000 to R35 million turnover 
per year; be registered with the South African 
Revenue Service (SARS) for value-added tax 
(VAT), if applicable, and be able to provide a valid 
tax clearance certifi cate and VAT registration 
number; and be operating and trading for at 
least one fi nancial year. At the sole discretion of 
DSBD, an enterprise that has been operational or 
registered for less than a year may be considered 
for this incentive, provided that the enterprise can 
provide suffi  cient evidence to service a tender/
contract.

Enterprises applying for the BBSDP may use the 
services of a Network Facilitator who is trained 
to assist enterprises in completing and submitting 
BBSDP proposals. Th e tasks performed by 
Network Facilitators include: Conducting a needs 
assessment for enterprises applying for business 
development services only; assisting enterprises 
with the completion of BBSDP applications; 
obtaining three competing quotations for 
equipment from service providers; and ensuring 
that the applicant complies with all the mandatory 
requirements of the BBSDP. Th e payment of 
Network Facilitators forms part of the incentive 
amount, meaning that the incentive will be 
reduced by up to R21 100 payable for facilitation 
services rendered by Network Facilitators to 
various enterprises. Th us, the grant value will 
decrease to R936 900 (i.e. R1 million minus up to 
R21 100 x 3 over a period of three years).

All approved interventions are monitored to 
assess how the BBSDP is contributing to the stated 
development outcomes. Th e BBSDP Secretariat 
undertakes post-approval site visits for progress 
reports on a bi-annual basis. An Intervention 
Monitoring Report is completed as part of this 
process.

Cooperative Incentive Scheme (CIS) 
Th e CIS started as a dti fl agship project for the 
fi nancial year 2004/5 for the promotion of 
cooperatives as an initiative to address the needs 
of the second economy (DSBD, 2016:2). Th e Co-
operatives Development Act and Strategy are key 
documents for the success of this scheme. CIS is 
now administered by DSBD, with the objective 
to improve the viability and competitiveness of 
cooperative enterprises by lowering the cost of 
doing business through an incentive that supports 
B-BBEE.

Th e CIS is a grant scheme that supports 
broadening economic participation by 
historically disadvantaged communities to 
enter the mainstream economy. Th e DSBD 
contributes 100% of the total approved costs of 
project activities to the maximum of R350  000. 
A cooperative enterprise can apply for multiple 
activities provided that the cumulative grant 
awarded to the enterprise does not exceed the 
maximum. Th e R350  000 may be accessed in 
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one application, or in a number of applications 
depending on the needs of the cooperative.

To be eligible for CIS, a cooperative enterprise 
must satisfy all the mandatory requirements: the 
cooperative must be incorporated and registered 
in South Africa in terms of the Co-operatives 
Act of 2005; must be an emerging cooperative 
with a majority black ownership; have projects in 
any of the diff erent economic sectors; adhere to 
cooperative principles; be owned by historically 
disadvantaged individuals (HDIs); and be 
biased towards women, youth and people with 
disabilities. Furthermore, the intended project 
activities must aim to enhance the viability of 
a cooperative through business development 
services (e.g. feasibility studies; business, 
manufacturing and production systems; and 
production effi  ciency and improvement), which 
must all be linked to the activities applied for and 
not exceed more than 20% of the value applied 
for.

All approved CIS projects are monitored for a 
period of three years to assess how CIS contributes 
to the stated development outcomes. Th e DSBD 
or its appointed representative(s) conduct site 
visits and complete a project monitoring report 
as part of the process every six months aft er 
the date of approval of funding, for a period of 
three years. Th ere are two levels of monitoring 
approved and funded projects. Th e fi rst level of 
monitoring focuses on verifying funded activities 
on receipt of proof of payment. Th e second 
level of monitoring focuses on monitoring the 
performance of funded projects as agreed at the 
application stage. Th e DSBD offi  cial compiles and 
presents a summary of the progress monitoring 
report to the Adjudication Board on a monthly 
basis.

CIS evaluation involves assessing the strengths and 
weaknesses of the CIS to improve its eff ectiveness. 
It is a tool that is used by CIS offi  cials to review the 
performance of the CIS. At this stage, an annual 
consolidated report is compiled on the progress 
and performance of the CIS. Th e CIS guidelines 
and policies are reviewed annually.

Challenges faced by small business in South 
Africa 

According to Soderbom and Page (2015:44), 
aid providers oft en describe small fi rms as ‘job 
creators’. To create more ‘good’ jobs, aid should 
target the growth constraints of fi rms of all sizes. 
Aid can reduce these constraints by supporting 
public actions to improve the investment climate 
and the regulatory, institutional and physical 
environment within which fi rms operate 
(Soderbom & Page, 2015:55). Small businesses 
face many challenges that impact their operation 
and sustainability, such as lack of skills, regulatory 
requirements, lack of technology and fi nances.

Lack of skills 
Wise and Tsoka (2017:192) stated that in today’s 
competitive environment, entrepreneurs need 
a diff erent set of skills in order to survive and 
manage the enterprise. Rogerson (2014:211) 
claimed that the constraints faced by SMMEs 
limit their contribution to poverty reduction. He 
added that one of the issues is the lack of business 
management skills and skilled labour. Although 
some local business advice centres provide 
training for entrepreneurs, business owners still 
have very little business acumen. Furthermore, 
interaction with business owners and service 
providers indicated that this lack of basic business 
management skills is aff ecting business growth.

Adherence to legislation 
Inappropriate restrictive legislative and regulatory 
conditions are oft en viewed as critical constraints 
on small enterprises to access the business sector 
and are obstacles to their growth (dti, 1995:4). Th e 
Organisation for Economic Co-operation and 
Development (OECD) (2010:12) supported the 
dti’s view and added that government regulations 
are some of the factors preventing the expansion 
of businesses. Th e high start-up costs for fi rms, 
including licensing and registration requirements, 
can impose excessive and unnecessary burdens 
on SMMEs (Abor & Quartey, 2010:12). Abor and 
Quartey (2010:13) further highlighted that the 
high costs of settling legal claims, and excessive 
delays in court proceedings, adversely aff ect 
SMME operations.

Lack of technology 
SMMEs have limited access to technological 
development partly because they lack the 
relevant information and continue to use obsolete 
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technologies (Chipangura & Kaseke, 2012). 
According to Phangwane (2014:9), most SMMEs 
are not up-to-date with their technology, neither 
are they aware that they can access appropriate 
technology through the use of services provided, 
such as those by the National Research Foundation 
(NRF). Th e NRF manages the Technology and 
Human Resources for Industry Programme 
(THRIP), which is funded by the dti. THRIP is a 
grant which is intended to leverage collaborative 
partnerships between government and industry 
(working with academia) for research and 
development in science, engineering and 
technology on a cost-sharing basis, to produce 
highly skilled human resources and technology 
solutions for improved industry competitiveness 
(NRF, 2015:13).

Financial support 
According to Tlhomolan et al. (2017:7), access 
to fi nance is a critical problem for those 
entrepreneurs without a track record or without 
any form of guarantee. Th e author then stipulated 
that the extent to which the fi nancial system 
understands and supports the people starting and 
growing new businesses is, therefore, a critical 
factor infl uencing entrepreneurship.

Most fi rms or businesses begin small, and those 
that survive create jobs at a faster rate than large 
fi rms (Soderbom & Page, 2015:55). Rather than 
providing targeted support (such as training or 
subsidised loans) to small fi rms at start-up, donors 
might consider, for example, giving a small grant 
to new fi rms below a certain size (Soderbom & 
Page, 2015:55). However, Masutha (2104:14) 
stated that support for high-growth SMMEs and 
endogenous growth is through the establishment 
of business incubators which focus on economic 
growth, sustainable employment, technological 
innovation, and technology transfer.

RESEARCH STRATEGY 
Mixed methods were used to collect primary 
data. For the quantitative research phase, a survey 
was conducted with the 40 City of Tshwane 
Municipality small business owners that benefi ted 
from the CIS and BBSDP grants provided by the 
DSBD. All 40 businesses in the database were 
targeted, but only 35 completed the questionnaire 
(87.5% response rate). For the qualitative research 

phase, in-depth interviews were conducted using 
a semi-structured schedule to interview 30 DSBD 
offi  cials, purposively selected based on their 
involvement with allocating and monitoring the 
grants for these small businesses. Data saturation 
was reached aft er 12 interviews. Although the 
Director-General, DSBD, granted permission 
for the research, some government offi  cials 
were hesitant to participate, fearing being held 
accountable for the information they provided; 
even though the cover letter indicated anonymity 
and that the participants had a choice of not 
disclosing information they were not comfortable 
with.

Th e questionnaire was informed by the literature 
review and pilot tested with seven SMMEs in 
another programme (an incubator programme), 
because of the limited number of small businesses 
(only 40) in the CIS and BBSDP database for the 
City of Tshwane Municipality. From the pilot 
study, it followed that most of the questions were 
understood, and where clarifi cation was needed, 
questions were rephrased. Th is contributed to the 
validity and reliability of the research. In addition, 
the hard-copy questionnaire was completed 
during face-to-face interviews with the SMMEs, 
conducted by one researcher.

Th e qualitative discussion guide included open-
ended questions to obtain a deep understanding 
of the offi  cials’ experiences in monitoring the 
DSBD incentivised small businesses. Face-to-
face interviews were conducted and digitally 
recorded. Th e fi rst part of the discussion guide 
for the DSBD offi  cials focused on information 
about the programmes with which they were 
involved. Th is was followed by the impact 
of the programmes, the requirements of the 
programmes, challenges encountered in the 
implementation of the programmes, and the 
criteria used to ensure quality monitoring of the 
programmes. With regard to trustworthiness, 
according to Pandey and Patnaik (2014:11), it 
involves four dimensions, namely credibility, 
transferability, dependability, and authenticity. 
Th e participants were all offi  cials involved with 
the incentives, and responsible for monitoring 
the progress of the SMMEs. Th erefore, it can be 
assumed that the information they provided was 
credible, dependable and authentic. With regards 
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to transferability, the information obtained from 
the offi  cials can only be transferred to government 
or semi-government offi  cials involved with 
similar incentive programmes.

RESULTS 
To obtain an understanding of the types of 
business selected for the incentive schemes, the 
profi les of the small business owners and the 
nature of their businesses are presented. Th e 
challenges that they experienced and the impact 
of the incentive grants on their businesses are also 
explored. Th is is followed by a discussion of the 
factors aff ecting the implementation of the CIS 
and BBSDP.

Profi le of the small business owners 
Th e majority (97%) of SMME owners supported 
by DSBD in the City of Tshwane Municipality 
were African/Black. Th is was expected because 
the CIS supports B-BBEE, while BBSDP provides 
support to black-owned small enterprises. In 
terms of gender, 51% of SMME owners were 
females, and 49% were males. It follows that CIS 
and BBSDP support more black females than 
males who own small enterprises.

Th e ages of respondents ranged between 31 and 63 
years (Figure 1). Most of the respondents (57%) 
were aged 35-49, followed by 26% between 50-59 
years, 11% between 30-34 years, and 6% between 
60-65 years. Th e average age of the respondents 
was 44 years (standard deviation (SD) is 8.7). 

Th e female respondents were on average younger 
than the males, with a mean of 31 years (SD: 8.4), 
as opposed to males with a mean of 33 years (SD: 
8.9). It thus follows that CIS and BBSDP do not 
focus exclusively on youth-owned businesses.

Th e majority of the respondents (77%) have a post-
matric qualifi cation (Figure 2), with 37% having a 
diploma, 26% having a certifi cate, and 14% having 
a degree. However, 11% of the respondents only 
had a Grade 12 qualifi cation, with the remaining 
11% without a matric qualifi cation.

Th e language predominantly spoken by the 
respondents varied, with Sepedi (23%) being 
more common, followed by Sesotho (17%) 
and IsiZulu (17%), then Setswana (11%), and 
IsiNdebele (8%). Only 6% spoke predominantly 
English, Xhitsonga, IsiXhosa and Tshivenda. Th is 
language distribution aligns with the fact that 
most people in the City of Tshwane vicinity speak 
Sepedi, Setswana, Sesotho and IsiNdebele.

Nature of the respondents’ businesses 
To qualify for the grants, enterprises must be 
registered. All 35 enterprises were registered 
with SARS, and 77% were registered with the 
Companies Intellectual Property Commission 
(CIPC). With regard to the number of years in 
operation, all 35 businesses had been in operation 
for three or more years, which means that they 
could be classifi ed as established businesses. 
Nearly three-quarters (72%) of the businesses 

FIGURE 1: AGE DISTRIBUTION OF THE RESPONDENTS (SMME OWNERS) 
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had been operating between three to eight years 
(Figure 3), and the remaining 28% had been 
in operation between nine and 35 years. Th e 
business that had been in existence the longest 
was 33 years.

TABLE 1: PRODUCTS AND SERVICES OFFERED BY 
SMME OWNERS

TYPES OF PRODUCTS 
AND SERVICES PERCENTAGE

Clothing and textile 23%
Printing 14%
Construction and 
Maintenance 11%

Grocery 9%
Cleaning 3%
Fast Food 0%
Salon 0%

Catering 0%
Other 40%

On the predetermined list of types of products and 
services off ered by the respondents’ businesses 
(Table 1), 23% of respondents provided clothing 
and textiles, 14% provided printing services, 
and 11% were in construction and maintenance. 
Th e largest percentage (40%) of the respondents 
classifi ed themselves in the ‘other’ category. ‘Other’ 
includes the following products and services: 
poultry, panel beating, livestock, hospitality and 
accommodation, hiring, fi lm and advertising, 
and waste management. It follows that CIS and 
BBSDP support small businesses that provide a 
wide range of products or services.

FIGURE 2: HIGHEST QUALIFICATION OF THE RESPONDENTS. 

FIGURE 3: NUMBER OF YEARS IN OPERATION 
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Challenges faced by small business benefi ciaries 
of CIS and BBSDP 
To determine whether the DSBD incentive grants 
contributed to addressing challenges faced by the 
small businesses situated in the City of Tshwane 
Municipality (Research objective 1), it was 
necessary fi rst to obtain details about the type and 
value of grants received by respondents, as well as 
the year of allocation.

Type and value of grant received by respondents 
A CIS grant was allocated to 19 of the 35 
respondents, with the value ranging from 
R10  000 to R350  000 (maximum allowed). Of 
the 19, a third of the respondents (7) received the 
maximum amount allowed, while two received a 

grant valued between R250 001 and R300 000, two 
between R150  001 and R200  000, a further two 
between R100 001 and R150 000, three received 
between R80 000 and R100 000, and the last two 
received between R10  000 and R79  000 (Figure 
4). It seems that grants were strictly allocated 
according to the needs of the business as specifi ed 
during application.

A BBSDP grant was allocated to 16 of the 35 
respondents (Figure 5). Th e highest amount 
(R1  000  000) was allocated to two respondents, 
with fi ve respondents receiving between R700 001 
to R800  000. Although the maximum amount 
allowed by the BBSDP is R1 million, it seems that 
this amount is adjusted according to the SMME 

FIGURE 4: CIS GRANT ALLOCATION (N=19 RESPONDENTS) 

FIGURE 5: BBSDP BENEFICIARIES (N=16 RESPONDENTS) 
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requirement. Of the remaining respondents, one 
received between R500  000 to R600  000. Two 
received between R300  001 to R400  000, one 
between R250  001 to R300  000, one between 
R100 001 to R150 000, two between R80 000 to 
R100 000, and one between R10 000 to R79 000.

Year in which grant was allocated 
Th e year of allocation ranged from 2009 to 2017 
(the research was conducted in 2018). Except 
for four respondents, most (31) received their 
grants between 2014 and 2017 (Table 2). Th is 
can be ascribed to the fact that in 2014, the dti 
transferred the responsibility for managing the 
CIS and BBSDP to the DSBD. It seems that the 
DSBD made a concerted eff ort in 2016 to allocate 
grants, as 13 of the responding SMMEs received 
grants in that year. However, it is disconcerting 
that only six enterprises received a grant in 2017.

Levels of satisfaction with the grant amounts 
Th e respondents were asked whether they were 
satisfi ed with the amount they received. Although 
the majority (74%) were satisfi ed, about a quarter 
(26%) of the respondents were not satisfi ed for 
the following reasons:

• Th e majority of these respondents stated 
that the amount is too little for the type of 
businesses they are operating and does not 
cover everything. A farmer indicated that 

farming is expensive; at one point, he had to 
decrease the number of his staff  to cover costs. 

• One benefi ciary indicated that she received 
part of the grant and there was a remaining 
amount that she was supposed to receive, but 
this amount had never been allocated to her. 

• Some benefi ciaries indicated that it took a very 
long time to receive the grant; one mentioned 
that it took three years to receive the grant. 

Th e respondents highlighted the challenges they 
had to face before receiving the incentive grant 
(Table 3). Most of the respondents (60%) indicated 
that their main challenge was a lack of equipment 
and tools required for daily operations. Some 
respondents added that they even had to hire 
equipment and tools because of the great need for 
these in their businesses.

From the CIS and BBSDP grants, the benefi ciaries 
could purchase the equipment they needed to 
operate their business (Table 4). Th e type of 
equipment purchased depended on the nature of 
the business and its needs, and was not limited by 
either the CIS or BBSDP.

Perceived business life-cycle stage of the 
respondents’ businesses 
To determine the eff ect of the incentive on the 
growth of the business, the respondents were 
asked to classify their business into one of the 

TABLE 2: YEARS IN WHICH THE INCENTIVE GRANTS WERE ALLOCATED TO THE RESPONDENTS

Year 2009 2010 2011 2012 2013 2014 2015 2016 2017
Numbers 1 0 0 0 3 4 8 13 6

TABLE 3: CHALLENGES FACED BY RESPONDENTS BEFORE RECEIVING THE GRANTS

Challenges Number
“We are spending a lot of money on rentals”. “I was advised by dti offi  cials to hire a 
fi rm for our job; which brought a loss to the business because the place is expensive 
and the equipment took very long. We had lost customers.” 

1

“Lack of equipment.” 21
“Making losses.” 4
“Some years I was not manufacturing because of the chicken illness. Th e business 
ran at a loss.” 1

“Crime.” 1
“None.” 1
“Foreign shops are taking more jobs because they sell at a much lower price.” 4
“Did not have transport, feeders, water and stock.” 2
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fi ve business life-cycle stages (Figure 6). Nearly 
half (49%) of the business owners perceived that 
aft er receiving the grant, their businesses were 
in the growth stage, while two-fi ft hs (40%) still 
considered themselves to be in the survival stage. 
Since more than half (54%) of the respondents had 
only received their grants in 2016 and 2017, it was 
possible that they were still in the survival stage. 
Only 9% of the businesses classifi ed themselves 
as being at the expansion stage, with 3% having 
reached maturity.

Government grant incentives and business 
growth in employees, profi t and turnover 
To assess the extent to which DSBD incentive 
grants assisted in growing small businesses in 
the City of Tshwane Municipality (Research 
objective 2), the growth in employee numbers, 
profi t and turnover aft er receiving the grant, were 
determined.

Growth in number of employees 
Prior to receiving the incentive grant, the 35 
businesses employed a total of 151 employees 
(permanent + part-time + contract), and at the 
time of the survey, they employed a total of 257 
employees (permanent + part-time + contract), 
thus, an increase of 70%. However, promising 
as this may seem, these were not all full-time 
permanent employees. On the contrary, there 
seemed to be a tendency among the respondents 
to use part-time employees. Of the 35 businesses, 
43% had permanent employees, while 49% had 

only part-time employees, and 8% had only 
contract employees. Only two businesses (6%) 
employed permanent, part-time and contract 
employees.

Classifi cation of respondents’ businesses based on 
number of employees 
Based on the total number of employees 
(permanent + part-time + contract) prior 
to receiving the incentive grant, 63% of 
respondents’ businesses were classifi ed as 
micro (0-5 employees), and the remaining 37% 
were classifi ed as very small businesses (5-20 
employees). Aft er receiving the incentive grant, 
11 businesses changed from micro to very small 
businesses, while 12 businesses changed from 
very small to small businesses. However, 12% 
(6) of the businesses reduced their number of 
employees aft er receiving the grant. Because of 
the low numbers of employees, this classifi cation 
is not strictly according to the National Small 
Business Act classifi cation that only takes full-
time permanent employees into consideration.

Growth in profi t 
With regards to profi t, the majority of the 
respondents (86%) indicated that their business 
profi t had increased aft er receiving the grant, 
while for 9% of the businesses their profi t had 
remained static, and for 5% of the businesses 
their profi t had even decreased.

TABLE 4: LIST OF EQUIPMENT PURCHASED BY RESPONDENTS AFTER RECEIVING GRANTS

SECTOR EQUIPMENT

Services

Stretch tent, frame tent
Printing machine and colour machine
Videography, camera, photography and laptop
Film equipment, cameras, and catching
Tiff any chairs and display equipment

Manufacturing 

Toilet paper manufacturing machine 
Embroidery machine, straight stitch machine
Horizon machine 
Industrial machine, three straight machines, over-locker machine, singer 
machine, button hole cutter and material

Retail Shelter 

Agriculture 
Structures, feeders, heaters and food trough
1-ton truck and hammer mill
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Growth in annual turnover 
Th e annual turnover of the respondents’ 
businesses seemed to have increased (Figure 
7) aft er receiving the incentive grant. Of the 
respondents, 3% had a mere R0 to R10  000 
annual turnover, while 17% earned R10  001 to 
R80 000 before the grant, compared to aft er the 
grant allocations, when none of the respondents 
earned a turnover below R80  000. With the aid 
of the incentive, the poultry business benefi ciary 
increased her turnover from R0 to R108 000. In 

contrast, the printing business owner showed a 
zero increase on the R2 000 000 annual turnover 
recorded before the incentive.

Whereas 20% of the respondents indicated an 
annual turnover between R100 001 and R200 000 
before the grant, this number increased to 37% 
aft er the grant. Th e percentage of businesses 
that earned between R200  001 and R300  000 
increased from 14% before the grant to 17% aft er 
the grant. Furthermore, there was no respondent 

FIGURE 6: BUSINESS LIFE-CYCLE STAGE AFTER RECEIVING THE INCENTIVE 

FIGURE 7: ANNUAL TURNOVER OF BENEFICIARIES BEFORE AND AFTER THE INCENTIVE GRANT 
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who indicated that they earned a turnover 
between R700 001 and R800 000 before the grant, 
yet aft er the grant this number increased to 9%. 
In addition, the percentage of respondents who 
earned a turnover between R1 million and R2 
million doubled aft er the grant from 3% to 6%.

From these results, it can be deduced that 
the provision of the incentive grants to these 
businesses in the City of Tshwane Municipality 
contributed to an improvement in their turnover 
and profi t.

Challenges faced by the respondents aft er receiving 
the incentive grant 
Th e respondents (small business owners) 
commented in an open-ended question on the 
challenges they experienced aft er receiving the 
grant. From their verbatim comments grouped 
into categories (Table 6), it follows that growing 
the customer base seemed to be a serious concern 
for the respondents. Th eir comments relating to 
human resources were somewhat confusing, as 
some of wanted more jobs but fewer staff . It seemed 
that the cost of permanent employment and the 
restrictive labour laws were not contributing to 
job creation by these small businesses.

Th e main concern for most of the respondents 
(63%) was the lack of market access. Tlhomolan 
et al. (2017:18) indicated in their research 
on perceptions of SMMEs regarding factors 
contributing to failure, that “it is an apparent issue 

that when businesses are not properly marketing 
their products, it is likely for such business to 
perform poorly”. In their research, most of the 
respondents (65.8%) agreed that many businesses 
collapse because of poor product marketing.

Skills development and training was mentioned 
by nearly half of the respondents (43%), stating 
that education is important in entrepreneurship. 
In support of this point, Tlhomolan et al. 
(2017:19) mentioned that a lack of training might 
hamper the eff orts of entrepreneurs to pursue 
their businesses. Since it is the government’s 
intention to see SMMEs growing and becoming 
sustainable, it seems that skills training should 
be included in incentive programmes. Dlomo 
(2017:29) identifi ed the need for training in skills 
relating to three key areas: fi nancial management, 
business management, and marketing.

Half (50%) of the respondents highlighted the 
fact that some small businesses do not receive 
the grant because they cannot pay their matching 
share of the money that qualifi es them to receive 
the grant. According to Marivate (2014:17), 
access to fi nance is still a challenge for SMMEs 
as they are still regarded to be high risk by the 
commercial banks and fi nancial institutions; 
45.85% of Marivate’s 349 respondents did not 
have access to fi nance for business operations.

Factors aff ecting the implementation of the CIS 
and BBSDP 

TABLE 6: CHALLENGES FACED BY RESPONDENTS AFTER RECEIVING THE INCENTIVE GRANTS

Category Challenges mentioned by the business owners

Marketing “Marketing the business.” “Client cooperation.” “We do not have customers.” 
“Foreigners taking over the market.”

Human 
resource 

“Infl ation, maintenance, money to pay employees, and my work is seasonal.” “Not 
having employees to work for me because I will not have money to pay them.” 
“More jobs and less staff .” “Lots of orders and less staff .”

Equipment 
“I do not have enough crates to deliver.” “Need a bigger machine because the 
business is growing.” “Need for more equipment to grow and expand the business.” 
“Water and stock is still a problem.”

Finance 
“Rent is expensive.” “Shared grant is not assisting enterprises because other 
SMMEs do not receive the grant because they do not have the money to use as 
part of their share.”

Education “Lack of skills and/ training.”

Other “Our businesses are not protected, instead government protects bigger companies.” 
“Th e application process takes very long.” 
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To determine the factors that could lead to failure 
in eff ectively implementing the CIS and BBSDP 
(Research objective 3), from the perspective of 
the DSBD offi  cials, interviews were conducted.

Profi le of the DSBD participating offi  cials 
A total of 12 DSBD offi  cials involved in the 
monitoring process for CIS and BBSDP were 
interviewed. Th e 12 participants included one CIS 
Director, one BBSDP Director, one CIS Deputy 
Director, two BBSDP Deputy Directors, and seven 
Assistant Directors (three from BBSDP and four 
from CIS). More than half (7) of the participants 
were Assistant Directors and included three who 
worked with BBSDP and four who worked with 
CIS. Th ree Deputy Directors, one from CIS and 
two from BBSDP, were included.

Challenges with the implementation of CIS and 
BBSDP from the perspective of the offi  cials 
It seems that for the implementation of the CIS 
and BBSDP, several administrative challenges are 
encountered by the offi  cials, and summarised as 
follows:

• Work backlog: a large number of applications 
are received in the department. 

• Applicants are required to provide three 
comparable quotations for the equipment to 
be purchased. However, these small businesses 
fail to provide the required documents because 
some are illiterate and cannot understand 
what is expected of them. Consequently, the 
process favours those individuals who are 
educated. 

• Start-up businesses are not supported by CIS 
and BBSDP. 

• Th e incentive is off ered on a cost-sharing basis, 
but some of the approved small businesses are 
unable to pay their contribution. 

• Th e information technology (IT) system used 
is not fully functional for BBSDP, requiring 
employees to process applications manually 
which, in turn, results in delays in allocating 
grants. 

• Th ere is extended turnaround times for the 
programmes because of the processes that 
have to be followed before the fund is granted. 

• Th ere is limited time allocated for promoting 

the programmes to enterprises. 
Proposals from the respondents (business 
owners) to improve CIS and BBSDP 
From their experiences, the small business owners 
suggested the following for the CIS and BBSDP 
to have an eff ective impact and assist in growing 
their businesses:

• Th e incentive grant: Th e grant amount should 
be increased as it is not suffi  cient to cover the 
needs of the SMMEs. Th e full amount of the 
grant should be given to SMME owners as 
part of the agreement. Some raised the issue 
of delays in the allocation processes of the 
grant. 

• Skills development/training: Th ere is a 
need for workshops/training to equip 
entrepreneurs and consult with them so that 
they can increase their knowledge. 

• Mentoring, coaching and consulting: Initiate 
mentoring programmes for SMMEs to assist 
with marketing strategies, and fi nancial 
skills, such as bookkeeping. Communicate 
with SMMEs to assist them in overcoming 
marketing challenges and gaining access to 
the market. 

• Monitoring and evaluation: Th e businesses 
should be monitored monthly or three-
monthly to keep track of what goes on in the 
business and to understand the problems 
that business owners are dealing with in an 
attempt to grow their businesses. 

• Factory/offi  ce space: Asking diff erent types of 
business to share a factory/offi  ce space should 
not be encouraged because it does not work. 

CONCLUSIONS 
Th e research problem centred around the fact 
that the impact of two relatively new government 
incentives to grow small businesses, the CIS 
and the BBSDP, has not yet been researched, 
in spite of 2014 research by Moos et al. fi nding 
that government support initiatives have failed 
to adequately support small businesses. Th is 
translated into the primary research objective 
to determine the impact of two DSBD incentive 
grants on small businesses in the City of Tshwane 
Municipality.
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Summary of results from the small businesses 
who received grants from the CIS and BBSDP 
Th e profi le of the responding benefi ciaries 
revealed that the majority of these business owners 
in the City of Tshwane Municipality who received 
an incentive grant were black, spoke Sepedi, were 
between 35 to 49 years of age, had a post-matric 
education, and half of them were women. Th e 
majority (72%) of these businesses had been in 
operation between 3 to 8 years. Th e respondents 
off ered a variety of products and services, but 
primarily clothing and textiles (23%), printing 
(14%), and construction and maintenance (11%). 
Th is resulted in a large variety of equipment 
purchased by the business owners according to 
the requirements of their business.

Although most of the respondents were satisfi ed 
with the grant amount, some indicated that the 
grant amount is too little. Others raised the issue 
of delays in the allocation processes of the grant.

Nevertheless, the majority of the respondents’ 
businesses had been growing since the provision 
of the incentive grants. However, 40% indicated 
that they were in the surviving stage of the 
business growth cycle.

Profi t, annual turnover and job creation were 
used as measurements of business growth. 
Although the majority of the respondents (86%) 
indicated that their profi t increased aft er they 
received the grant, 9% of the respondents’ profi t 
stayed the same, and the rest (5%) indicated that 
their profi t decreased. Th e annual turnover, as 
one of the determinants of growth, showed quite 
an improvement for most of the businesses, but 
again not for all. Although the number of staff  
employed by the respondents had increased by 
70%, these were not only permanent employees. 
Th e tendency to employ part-time and contract 
employees was evident. Th e businesses had grown 
marginally from being classifi ed as ‘very small’ 
to ‘small’ businesses, according to the number 
of staff  (permanent + part-time + contract). 
Unfortunately, none of the businesses had grown 
to be classifi ed as medium-sized with more than 
50 permanent employees.

Contributing to the lack of growth could be the 
challenges raised by the respondents, namely a 

lack of market access, insuffi  cient grants to cover 
their needs to grow, and a lack of business skills 
development.

Summary of fi ndings from the interviews with 
CIS and BBSDP offi  cials 
Th e 12 DSBD offi  cials included Assistant 
Directors (58%), Deputy Directors (25%), and 
Directors (17%) who were directly involved 
in CIS and BBSDP. Challenges raised by these 
offi  cials regarding the implementation of the CIS 
and BBSDP included: work backlogs because 
of a large number of applications received; 
incomplete applicants; an IT system that is not 
fully functional; a slow turnaround time owing 
to excessive process requirements; the inability of 
approved benefi ciaries to pay their contribution 
of the cost-sharing grant; and start-up businesses 
not being supported.

Conclusion relating to research secondary 
objective 1 
Th e fi rst secondary objective was to determine 
whether the DSBD incentive grants address 
challenges faced by small businesses in the City 
of Tshwane Municipality. Th e results suggest 
that the CIS and BBSDP address the challenge 
of lack of equipment for the majority, but some 
of the respondents needed more equipment to 
grow their businesses. However, other challenges 
experienced by these grant benefi ciaries, such as 
access to market and business skills development 
had not been addressed by the CIS and BBSDP 
incentive grants.

Conclusion relating to research secondary 
objective 2 
Secondary objective 2 was to determine if 
incentive grants do assist with business growth. 
It can be deduced that the incentive grants partly 
assisted in growing the respondents’ businesses, 
based on the indicators of profi t and annual 
turnover. Profi t increased for the majority of the 
respondents aft er they received the grant, and 
their annual turnover also improved substantially. 
In terms of employment, it can be concluded 
that employment opportunities were created as 
a result of the grants; not necessarily permanent 
employment, but rather part-time and contract 
employment.
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Conclusion relating to research secondary 
objective 3 
Th e last objective was to determine the factors 
that aff ect the eff ective implementation of CIS 
and BBSDP. Th e factors mentioned by the DSBD 
offi  cials included: applications are received 
from SMMEs from the nine provinces which 
creates work backlogs as there is insuffi  cient 
capacity in the department. Th is is exacerbated 
by some IT systems that are not fully functional. 
Consequently, the turnaround time for the 
programmes is slow, some SMMEs that are 
approved are unable to pay their contribution as 
the grant is cost-sharing, and start-up businesses 
are not supported. From the perspective of the 
grant benefi ciaries, it is suggested that the cost-
sharing requirement should be done away with 
and the full amount paid to the benefi ciary, while 
the turnaround from application to allocation 
should be reduced.

MANAGEMENT IMPLICATIONS 
From the experiences and comments of the 
participating small business owners and the 
comments of the DSBD offi  cials, it follows 
that the management of the CIS and BBSDP 
should consider the following proposed 
recommendations:

• Th e DSBD should invest in an adequate IT 
system for the CIS and BBSDP to speed up the 
processes and avoid delays in the procurement 
process, and to improve the turnaround time. 

• Although the BBSDP allow applicants to 
employ a Network Facilitator to assist them 
with their application and equipment needs 
analysis, the applicant has to pay for the services 
of such a person. Th e fact that the applicant 
has to pay for the service may be a serious 
deterrent in using such services, resulting in 
incomplete applications. Th is system should 
be revised, and the DSBD should fund the 
employment of the Network Facilitators. Th is 
would substantially reduce their workload 
and the turnaround time as the BBSDP would 
receive fully completed applications with all 
the necessary documentation complying with 
all the requirements. 

• Th e DSBD should collaborate with 
government-affi  liated agencies such as SEDA 

to assist the grant benefi ciaries with support 
such as skills development and mentoring. 

• Monitor and evaluate programmes such as 
the CIS and BBSDP. Th e monitoring process 
should take place on a quarterly basis to assess 
the type and extent of the growth challenges 
that the grant benefi ciary is experiencing to 
be able to arrange for additional support from 
government-affi  liated agencies. Either offi  cials 
with the necessary business knowledge 
and experience, or contractors with such 
experience and skills, should be appointed for 
monitoring and evaluation. 

• As business growth is directly related to the 
customer base, serious consideration should 
be given to the establishment of a mentoring 
programme to assist the grant benefi ciaries 
with eff ective marketing strategies that would 
identify their target market and lead to market 
access. 

• As these businesses grow through the 
diff erent life-cycle stages, they would require 
diff erent types of business skills. Th e incentive 
programmes should promote lifelong learning 
throughout the life-cycle stages of a business. 

FUTURE RESEARCH 
Future research could compare the results 
of CIS and BBSDP in the City of Tshwane 
Municipality with those in other metropolitan 
municipalities. Furthermore, the eff ectiveness of 
diff erent incentive grants provided by the various 
departments could be researched.
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ABSTRACT 
Th e contribution of small, medium and micro 
enterprises (SMMEs) to economic growth, job 
creation, social stability and poverty alleviation 
is well established. However, South Africa 
experiences high failure rates of SMMEs within 
the fi rst three years of establishment, where 
access to market is a key challenge. Although 
business incubators aimed to facilitate business 
start-ups, the impact of these incubators could 
be improved. Th is research study explores the 
role of business incubators in creating sustainable 
SMMEs through technology transfer.

An exploratory and descriptive qualitative 
study was conducted, where business incubator 
managers were interviewed. A common view on 
what technology transfer means, how it impacts 
SMMEs and factors that limit the technology 
transfer process was evident. Th ese include lack of 
funding for early-stage technology development, 
complex commercialisation processes and lack of 
reciprocal transfer of knowledge.

Keywords: Business incubator, technology 
transfer, research commercialisation, SMME 
sustainability, university research, entrepre-
neurship 

1. INTRODUCTION 
SMMEs have been identifi ed as a key driver 
in economic growth, job creation and poverty 
alleviation (Chimucheka, 2013:785). Th e 
Department of Trade and Industry (the dti), 
however, highlighted the high failure rate of new 

businesses in South Africa, with up to 40% failing 
in the fi rst year and 90% within the fi rst 10 years 
of existence (South Africa, 2008:46). Almost 10 
years later, the situation is no diff erent. In 2011 
Fatoki and Smit (2011:1414) described the failure 
rate of SMMEs as one of the highest in the world. 
At present, Bruwer and Van den Berg (2017:8) 
continue to report high failure rates of SMMEs.

Th e need to create sustainable SMMEs is 
therefore evident, for the economic benefi t of the 
country and to allow SMMEs to reap the benefi t 
of their investments. Th e reasons for the high 
failure rate of SMMEs is potentially due to many 
factors. Bruwer and Van den Berg (2017:7-8) 
inferred that the “harsh” economic environment 
of South Africa resulted in the lack of sustainable 
SMMEs. Herrington, Kew and Mwanga (2017:6) 
outline a number of reasons, both positive and 
negative, for which more than 50% of businesses 
are discontinued. Lack of fi nancing and lack of 
profi tability accounted for 62% of businesses 
being discontinued.

Although some may be of the view that the South 
African economic climate may not be conducive 
for businesses, or lack of fi nancial support may 
result in SMME failure, these challenges can 
be overcome by SMMEs having a sustainable 
competitive advantage. Th ompson, Strickland, 
Peteraf, Janes, Gamble and Sutton (2012:7) 
describe sustainable competitive advantage as 
being able to meet the needs of the customer 
more eff ectively or more effi  ciently, regardless of 
how the competitors try to surpass the business’s 
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eff orts. Should an SMME have such a sustainable 
competitive advantage, investors will be more 
willing to fund the business, thereby addressing 
the issue of lack of funding.

Th is research is based on the view that if a 
customer’s needs are constantly being met, 
despite the economic conditions, the customer 
will always return for the product or service 
off ering. Essentially, a sustainable competitive 
advantage can be achieved if the SMME focuses 
on resolving a customer’s problem. Colombelli, 
Krafft  , and Vivarelli (2016:16-19) have shown that 
innovative start-ups have a better survival rate 
than non-innovative counterparts. Th e authors 
further emphasise the importance of technology 
transfer offi  ces, incubators and process innovation 
in support of creating innovative start-ups and 
fostering competitiveness.

In this study, the role of business incubators to 
support SMMEs and to ensure innovation by 
technology transfer will be explored.

2. PROBLEM STATEMENT AND 
OBJECTIVE OF THIS STUDY 
It is well known that SMMEs are a key driver 
in economic growth, job creation and poverty 
alleviation (Chimucheka, 2013:785). However, 
SMMEs experience a high failure rate (Arbidāne 
& Tarasova, 2016:95; Bruwer & Van den Berg, 
2017:8; Löfsten, 2016:21). Th e survey conducted 
by Herrington et al. (2017:28-29) describe 
the main reasons for businesses exiting South 
Africa as lack of profi tability and lack of access 
to fi nance. Th e authors further explain the threat 
of sustainability of SMMEs due to them being 
active in over-traded markets that has inherently 
high rivalry and low profi t margins. Whilst the 
authors noted the need for innovative capabilities 
in SMMEs to become more competitive and by 
implication, more sustainable, the concern in the 
decrease in the innovation levels in the SMME 
sector from 2014 to 2016 was also raised.

At the same time, in order for SMMEs to grow, there 
is a need to compete in the mainstream economy, 
which implies SMMEs need to compete with large 
businesses. Kleynhans (2009:42) describes how 
large businesses are competitive due to continued 
upgrading of technology. Smaller businesses, on 

the other hand, conduct little research and do not 
use technology to its full potential. Th e author, 
furthermore highlights the inability of SMMEs 
to conduct research and development (R&D) 
and recommends that SMMEs be supported with 
R&D and implementation of modern technology. 
Colombelli et al. (2016:16-19) have shown that 
innovative start-ups have a better survival rate 
than non-innovative counterparts.

Masutha and Rogerson (2014b:148) describe the 
development of the business incubator landscape, 
the most recent being the launch of the Incubator 
Support Programme (ISP) by the dti in 2012. 
Th e intention of these business incubators is 
to develop sustainable SMMEs and ultimately 
support local communities and strengthen local 
economies (Masutha & Rogerson, 2014b:148; 
South Africa, 2014:1). Research conducted by 
Mas-Verdú, Ribeiro-Soriano and Roig-Tierno 
(2015:796) in understanding the role of business 
incubators on business survival, revealed that 
business incubators on its own is not enough to 
infl uence the survival of businesses. Factors such 
as business size, market sector and degree of 
innovation are also factors that infl uence business 
survival.

Little research has been conducted in the role 
of business incubators in creating sustainable 
and competitive SMMEs through research 
commercialisation (Aggarwal, Siddiqaliali, 
& Kumar, 2012:47; Bulsara, Gandhi & Porey, 
2010:13; Lalkaka, 2002:168; Tejumade & Johnston, 
2012:8). Less research was found on the topic 
relevant to the South African context (Ndabeni, 
2008:260). Previous research has addressed 
several aspects of the topic separately: (1) the role 
of business incubators in SMME development 
(Labiak, Gauthier & dos Santos., 2014:357; 
Masutha & Rogerson, 2014b:143; Mas-Verdú, 
et al., 2015:793), (2) sustainability of SMMEs 
(Bruwer & Coetzee, 2016:207; Iwu, 2017:234) and 
(3) patent commercialisation (World Intellectual 
Property Organisation, 2009:10; Park, Ree & Kim, 
2013:736). However, Ndabeni (2008:267) clearly 
states the benefi t of business incubators as a 
convergence platform to commercialise research 
and create innovative SMMEs.

If business incubators can converge the need 
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to commercialise IP with the need to make 
SMMEs more sustainable and competitive then 
communities will benefi t from job creation, 
economic development, and poverty alleviation. 
Th e question arises, what role can business 
incubators play in the development and growth 
of SMMEs? Th erefore, the primary objective 
of this study is to explore the role of business 
incubators in creating sustainable SMMEs 
through technology transfer.

3. OVERVIEW OF BUSINESS INCUBATION 
In this section, the concept of business incubation 
will be discussed.

3.1 Defi nition of a business incubator 
Th ere are a number of debates regarding the 
defi nition of business incubation (Masutha, 
2012:11). Chandra (2009:6) defi ne a business 
incubator as “an organization that accelerates 
and systematises the process of creating successful 
enterprises by providing a comprehensive and 
integrated range of support, including: Incubator 
space, business support services, and clustering and 
networking opportunities.”

Despite the varying defi nitions of business 
incubators, the essence of business incubators 
centres around reducing the high mortality rates 
of businesses in both developed and developing 
countries (Lose, Nxopo, Maziriri & Madinga, 
2016:132). More specifi cally, in South Africa, 
business incubators support the growth of new 
and existing businesses (Lose et al., 2016:132).

3.2 Th e international business incubation 
landscape 
Brazil has demonstrated signifi cant growth in the 
number of business incubators in the country, to 
approximately 400 over a 20-year period. With a 
focus on economic development, job creation and 
poverty alleviation, various business incubation 
models have evolved over time. Brazilian 
incubators are believed to display the broadest 
scope of incubation models in comparison to 
other countries. Th ese models include technology, 
traditional, cooperative/social, cultural, private 
and corporate incubators (Chandra, 2009:13-15). 
Each model targets diff erent types of SMMEs and 
are either privately or government funded.

Arbidāne and Tarasova (2016:223) researched 
business incubators in Latvia and found that 
the business incubators not only assisted 
entrepreneurs with start-up and growth but also 
in becoming more innovative. In exploring the 
relationships required for the success of SMMEs 
in business incubators, Rubin, Aas and Stead 
(2015:21-22) found three key areas, that being 
(1) technological, (2) market and (3) fi nancial. 
Th e two sources of technological knowledge 
were from universities and other SMMEs in 
the business incubator. Th e business incubator 
manager was the source of market and fi nancial 
knowledge.

3.3 Business incubation in South Africa 
Business incubation is a new concept in South 
Africa (Buys & Mbewana, 2007:357; Masutha, 
2012:59). Starting with only four business 
incubators in 2004, an additional 47 were 
established by 2013, of which the majority were 
publicly owned. Th e primary aim of the publicly 
owned business incubators was to promote 
economic participation of disadvantaged 
communities. In contrast, the privately-owned 
business incubators focused on creating small 
businesses that were economically viable 
(Masutha & Rogerson, 2014a:50).

Business incubators in developing countries are 
found to focus on the physical structure as the 
value-add to SMMEs. On the contrary, business 
incubators in developed countries also place 
emphasis on the intangibles value propositions. 
Th ese include business networking, marketing 
plans and business plans inter alia (Akçomak, 
2009:23). Th e author further argues the impact 
business incubators have on reducing the 
probability of start-up failures, thereby stimulating 
the need for the establishment of more incubators 
across the globe.

Masutha (2012:10) explains the primary purpose 
of business incubation as creating enterprises 
that are innovative, fi nancially, and operationally 
independent, and globally competitive. Th is is 
achieved by business incubators creating access to 
targeted business and technical support services. 
Th e author goes on to explain the four phases 
of business incubation in South Africa, with the 
Incubation Support Programme (ISP) launched 
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by the national Department of Trade and Industry 
(the dti) being the most recent phase (Masutha, 
2012:44). Aft er interviewing policymakers, more 
than 50 business incubator managers and 30 
SMMEs from the business incubators, the author 
found variation in the size and type of incubators 
(Masutha, 2012:139). Some were sector focused, 
such as chemicals, construction, or agriculture, 
whilst others were set up for mixed-use. Further 
diff erences include virtual incubation versus 
physical incubation, with the largest physical 
incubator accommodating 64 SMMEs. Th e largest 
virtual incubator supports 300 SMMEs (Masutha, 
2012:81).

Whilst the need for business incubation is 
understood, such programmes also experience 
challenges in sustaining its operations (Lose & 
Tengeh, 2015:14344). Th e authors researched the 
challenges faced by business incubators in the 
Western Cape, which include lack of clear end 
dates for the incubation programme, insuffi  cient 
support from private industry, reliance on 
government funding to remain sustainable and 
lack of advanced technological facilities, amongst 
others (Lose & Tengeh, 2015:14351-14353).

Business Partners (2016:2) describe 38 business 
incubators and support programmes in South 
Africa, the majority of which are privately owned. 
Th e support to SMMEs ranges from business 
development support to funding. Majority of 
South African business incubators are publicly 
owned and predominantly found in large cities 
(Masutha & Rogerson, 2015:227). Th e authors 
investigated two privately owned and two publicly 
owned business incubators located in urban areas. 
Th e authors concluded that whilst public business 
incubators are focused on skills transfer and 
job creation, private business incubators place 
emphasis on maximising profi tability and annual 
turnover (Masutha & Rogerson, 2015:237).

Dubihlela and Van Schaikwyk (2014:267) 
are of the view that the increasing number of 
business incubators in South Africa is the right 
kind of support for SMMEs and the economy. 
Th e authors refer to international cases where 
business incubation has shown the ability to create 
innovative businesses, thereby increasing SMME 
chance for survival and success (Dubihlela & Van 

Schaikwyk, 2014:268).

In summary, business incubation, in general, 
provides SMMEs with access to physical facilities 
to enable start-up of businesses. It also provides 
a safe space in which the SMMEs can learn 
and grow to become sustainable. Th is learning 
and growth take place through the networking 
between SMMEs and industry partners. Since the 
inception of the ISP by the dti, the department 
received 225 applications for the establishment 
of business incubators across the country. 
Unfortunately, only 48 applications were approved 
(Reporter, 2015). Nevertheless, the number of 
applications demonstrates the perceived value 
and need for more incubators in this country.

4. RESEARCH METHODOLOGY 
In this section, the research methodology 
adopted, will be outlined.

4.1 Th e research approach 
Whilst quantitative research approaches 
focus on quantifi cation and analysis of data, 
qualitative research approaches focus more on 
the emphasis of words and an inductive approach 
to the relationship between theory and research 
(Bryman, Bell, Hirschsohn, Dos Santos, Du Toit, 
Masenge, Van Aardt & Wagner, 2014:31).

To fully understand the role of business incubators 
to support SMMEs and play their part to ensure 
the sustainability of these businesses, a qualitative 
approach will be followed. An exploratory and 
descriptive approach will be followed based on 
the thematic analysis as described by Creswell 
(2009:186).

4.2 Study population and sample 
A non-probabilistic, purposive sampling 
approach was used. Th e sample population 
includes the business incubators in South 
Africa. For the purposes of this research, a study 
population comprising of managers of business 
incubators in South Africa was chosen. Th e unit 
of analysis is, therefore, the business incubators in 
South Africa.

Th ere are more than 50 business incubators in 
South Africa with most of them falling under 
the ambit of the SEDA (2004:1). Business 
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incubators have the primary focus of supporting 
the establishment and start-up of businesses. 
Th e existing incubators in South Africa provide 
support across the sectors from small scale to 
advanced manufacturing. Th e typical support 
that can be expected from a business incubator 
includes business networking, shared services 
and fi nancial assistance amongst others (Masutha 
& Rogerson, 2014a:143).

Th e business incubator managers were 
interviewed to explore the awareness and 
understanding of technology transfer offi  ces. In 
addition, the business incubators view on what 
makes SMMEs sustainable was sought.

4.3 Data collection 
Data was collected through telephonic semi-
structured interviews with the managers of 
the business incubators. Th e interview guide 
consisted semi-structured questions that guided 
the responses that were relevant to the research 
topic. Where the interviewee did not disclose 
suffi  cient information on the topic, follow up 
questions were asked. Th e interview guides 
(Appendix A) were fi rst piloted, whereby one 
manager was interviewed. Th e questions were 
then reviewed and fi nalised before interviewing 
the remaining respondents. In this way, the 
researcher ensured all aspects related to the topic 
would be addressed by the questions.

Data were collected between June and October 
2017. All interviews, which lasted approximately 
15 to 40 minutes, were conducted in English 
and was recorded, with prior permission of the 
interviewees. All interviewees were asked identical 
questions and in the same order. Th e researcher 
manually transcribed verbatim responses of all 
interviews.

4.4 Data analysis 
According to Bryman et al. (2014:336), coding is 
the starting point in qualitative analysis. It is the 
researcher’s interpretation and re-presentation 
of the verbatim transcripts. While this is a way 
of condensing large volumes of data, the authors 
highlight the importance of keeping the context 
under which the data was collected in mind. 
Bryman et al. (2014:337) and Grossoehme 
(2014:9) point out the importance of reading and 

re-reading the transcripts, together with listening 
to the interview recordings.

Coding allows the researcher to organise the 
volumes of data such that themes or patterns arise 
from the data, resulting in the researcher being 
able to perform a thematic analysis. Th ematic 
analysis in qualitative research is a fl exible way 
to identify, analyse and describe these patterns or 
themes. Th is form of analysis relies on the insight 
and knowledge of the researcher to determine 
what counts as a theme. Bryman et al. (2014:350) 
further describe the two ways in which thematic 
analysis can be conducted, that being either 
inductive or deductive. Th e themes in a deductive 
approach stem from a theoretical framework, 
whereas those derived in the inductive approach 
originate from the data itself.

Th e transcripts generated from the interviews were 
checked for accuracy and coded by the researcher. 
An inductive thematic analysis approach was used 
to analyse the data. Th e emergent themes were 
correlated with existing literature. Saturation was 
reached when no new information emerged from 
the following interviews.

5. FINDINGS FROM THE BUSINESS 
INCUBATORS 
Th e perspectives, insights and experiences of 
the business incubator managers were sought 
on various areas related to SMMEs, through 
the interview process. Th ese areas included 
how SMMEs are supported by the business 
incubators, which makes the SMMEs sustainable 
and understanding the role that innovation and 
technology transfer play in creating sustainable 
SMMEs. Each of these areas will be discussed in 
the following sections.

5.1 Th e role of the business incubator in 
supporting SMMEs 
Th e business incubators primary role is to capacitate 
the SMMEs through the implementation of 
various interventions. Th ese interventions range 
from the provision of physical incubation, where 
the SMMEs are housed in the business incubator, 
to the implementation of business development 
support. According to respondents, the typical 
business development support includes, but not 
limited to, the following:
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• Development of a strategy. 
• Assistance with legal compliance such 

as registration with the Unemployment 
Insurance Fund (UIF), Compensation for 
Occupational Injuries and Diseases (COID) 
and similar organisations.

• Implementation of accounting management 
systems.

• Provision of legal advice.
• Support with contractual issues.
• Accessing funding.
• Facilitate the introduction to the market.
• Development of marketing material.

Th e business development support is delivered to 
the SMMEs in a structured manner either through 
less formal co-working spaces where SMMEs are 
coached, or more formal physical spaces where 
the SMMEs receive pre-planned content and 
development. One of the key interventions was 
access to funding.

“…found that some of them do defi nitely require 
you know fi nancial assistance…. ............ they 
might have projects that they need to do and they 
have a lack of capital. So, we look at (um), getting 
them interest-free loans...” (Participant BI-3)

Some business incubators were found to be more 
sector-focused and provided access to capital 
intensive equipment for manufacturing. Th is 
included access to workshop space where the 
costs of utilities such as water and electricity were 
subsidised. In contrast, other business incubators 
provided physical offi  ce space for SMMEs to 
conduct its day to day operations. Although 
each business incubator had diff erent models 
to deliver the business development support 
interventions to the SMMEs, it was fundamentally 
the same. Th ese business development support 
interventions are consistent with those found in 
the literature.

Business incubators across the country support 
SMMEs with fi nancial and non-fi nancial 
interventions (Ayandibu & Houghton, 2017:54; 
Molapo, Mears & Viljoen, 2008:27). Th is support 
includes (1) transfer of skills and knowledge, (2) 
assistance with start-up activities, (3) networking 

opportunities, and (4) mentoring and coaching 
(Njiro & Compagnoni, 2010:156). In particular, 
SMMEs are provided with support in areas of 
technology, market and fi nancial (Rubin et al., 
2015:21-22).

It can, therefore, be deduced from the literature 
review and the empirical study that business 
incubators play an important role in supporting 
SMMEs. Th is support goes beyond the physical 
space provided for SMMEs to conduct business 
activities. Th e business incubators also provide 
training and skills development with regards to 
business acumen. In some instances, fi nancial 
support is off ered either in the form of a grant or 
interest-free loan. SMMEs are therefore equipped 
with the necessary tools and resources to improve 
the sustainability of the businesses.

5.2 Creating sustainable SMMEs 
Each business incubator described what makes 
SMMEs sustainable. Th ere was an agreement 
between all business incubators that access to 
market is one of the critical factors in ensuring 
SMME sustainability.

“…defi nitely access to the market in terms of 
commercialising as well as linking them with 
businesses that could buy their products and 
services...” (Participant BI-2)

“…have to have the market to be able to do the 
work…” (Participant BI-1)

“…Sustainability in SMMEs is number one they 
need to have a market. Um. Th e market is what we 
found the most diffi  cult. Doesn’t help to have your 
product if you don’t have a market…” (Participant 
BI-3)

Th e SMMEs secure access to the market through 
linkages with businesses that could potentially buy 
the products and services. Th is leads to acquiring 
contracts with customers in some instances. Th e 
business incubators that were owned by large 
corporates, facilitated the integration of the 
SMMEs into its supply chain.

Another factor that leads to SMME sustainability 
is the capacity to produce and deliver the products 
and services. Th is ability is also coupled to the 
SMME improving its business acumen in terms 
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of fi nancial literacy and fi nancial management. 
In addition, one business incubator explained 
that SMMEs that off er more innovative products 
and services are more likely to be sustainable and 
improve job creation, as a substitution in a supply 
chain becomes less likely.

“…but when you introduce an entrepreneur that’s 
focussing on something like artifi cial intelligence or 
robotics, which is more technological innovation, 
then you are improving the job creation statistics 
as well as sustainability…” (Participant BI-2)

On the other hand, non-innovative SMMEs are 
oft en replaced with another in the supply chain, 
with a net-zero eff ect on job creation. Hence the 
need for innovation, to diff erentiate the products 
and service off ering of SMMEs within industry.

Th e importance of innovation in SMMEs is also 
driven by the diffi  culty in competing with larger 
more established businesses based on price alone. 
Th e established businesses are viewed as having 
better costing models compared to SMMEs. 
However, SMMEs, due to its size are more agile, 
adaptable and can transform faster than larger 
companies. Th is presents the opportunity for 
SMMEs to adopt innovative business models to 
become more competitive and sustainable.

“…SMMEs have the opportunity of …... being 
able to, transform or change with innovation, you 
know come up with innovative ideas, technology, 
effi  ciency, much quicker than what the main 
industrialists are…” (Participant BI-3)

In addition, these fi ndings support what is found 
in the literature. Previous literature (Colombelli 
et al., 2016:21) supports this notion and believes 
product and process innovation is required in a 
new business to not only allow it to be competitive 
but to also increase the chances of survival. 
Tustin (2015:87) underlines the lack of access 
to local patents as one of the factors impacting 
sustainability.

What was not evident from the empirical research 
is how the business incubators actively support 
the SMMEs in identifying and implementing 
innovative products and solutions, knowing 
well that is will contribute to the sustainability 

of the SMMEs. It is inferred that the SMMEs are 
expected to source innovative products without 
any assistance from the business incubators.

5.3 Th e business incubators’ perspective of 
technology transfer 
Th e business incubators’ understanding of 
technology transfer is aligned to the defi nition 
as prescribed by the Intellectual Property 
Rights from Publicly Financed Research and 
Development Act No. 51 of 2008 (South Africa, 
2008:2), where it is in principle related to the 
commercialisation of research. However subtle 
diff erences in the defi nition were noted.

Th e one business incubator viewed technology 
transfer purely from the view of technology, in 
terms of the rapid pace at which new equipment 
or methodologies enter the market.

“… Technology transfer, as the word says is the 
transfer of technology, especially nowadays, you 
know like, with cell phones anything new you fi nd 
a life span of two to three years before the new thing 
comes in…” (Participant BI-1)

Th e participant also interpreted technology 
transfer as the transfer of existing technologies 
to SMMEs, whilst research commercialisation 
is taking innovative products to market. 
However, technology transfer and research 
commercialisation actually have the same 
meaning (South Africa, 2008:2).

Th e need for SMMEs to stay abreast of technology 
trends through the attendance of national 
workshops was highlighted. It was further 
emphasised that only the latest technology should 
be funded, as this constitutes proper technology 
transfer. A distinction was made in terms of 
research commercialisation where innovative 
products are taken to market. Th e participant was 
of the view that this is an area where South Africa 
is failing as compared to China, due to a lack 
of funding the commercialisation process. As 
a result, the research is commercialised abroad, 
where funding is available, and then brought back 
to the country in the form of a licence. South 
Africa becomes a consumer of research that 
originated in this country.
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Th e second business incubator was aware of 
the technology transfer offi  ces that exist at the 
universities and understood it as an environment 
where students generated an intellectual property 
that requires commercialisation. Th e universities 
are viewed as having placed rigorous controls on 
the commercialisation of the intellectual property 
through the technology transfer offi  ces.

“…think we haven’t had as much innovation being 
commercialised as we could possibly commercialise 
because IP almost restricts the commercialisation 
of innovation but that has been my understanding 
of TTO from past experience...” (Participant BI-2)

As a result of this, the participant is of the view 
that few innovations have been commercialised, 
resulting in missed opportunities.

Neither of the participants referred to a 
broader understanding of technology transfer 
to include the transfer of knowledge and 
skills. Th e understanding of the defi nition 
was primarily centred around technology. Th e 
intent of technology transfer was understood as 
introducing new expertise into the industry and 
exposing existing businesses to new technologies.

6. DISCUSSION 
Th e themes that emerged from interviewing 
the managers of the business incubators are 
represented in Figure 1.

Access to market and capacity to produce have 
been identifi ed as key factors in contributing 
to SMMEs sustainability. In addition, the 
business incubators are of the view that access to 
technology and innovation is just as important to 
the sustainability of SMMEs.

One of the major themes identifi ed from this 
research is the lack of funding for research 
commercialisation or technology transfer. 
Whilst it is believed that there is an abundance of 
innovative ideas and concepts, the South African 
environment does not enable these ideas to be 
commercialised. Th e rigorous and restrictive 
intellectual property controls are viewed as 
an obstruction to the transfer of technology 
into industry. Th e process is viewed as being 
cumbersome and lengthy. As a result, by the 
time the transfer takes place, it is likely that the 
environment would have changed. Th is could 
possibly eliminate the need for the product or 
increase the demand for it.

FIGURE 1: EMERGING THEMES FROM THE BUSINESS INCUBATOR RESEARCH
SOURCE: OWN COMPILATION
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It has been established that business incubators 
support SMMEs with business development 
support to improve the sustainability of business. 
Dubihlela and Van Schaikwyk (2014:267) 
are of the view that the increasing number of 
business incubators in South Africa is the right 
kind of support for SMMEs and the economy. 
Th e authors refer to international cases where 
business incubation has shown the ability to create 
innovative businesses, thereby increasing SMME 
chance for survival and success (Dubihlela & Van 
Schaikwyk, 2014:268).

What has not been established in the literature, 
is the role of business incubators in South 
Africa in collaborating with other role-players, 
for instance, technology transfer offi  ces at 
universities, to improve the sustainability of 
SMMEs. It is, therefore, important that business 
incubators form strategic partnerships with other 
role-players to ensure technology transfer and 
ultimately the longevity of SMMEs.

Th is research contributes to the existing 
literature by fi rstly enhancing the understanding 
of technology transfer in the South African 
context. Secondly, it explores the role of business 
incubators enabling the process to create 
sustainable SMMEs. Th e business incubators 
have confi rmed that innovation and technology 
contribute to the sustainability of the SMMEs.

Naidoo and Urban (2010:235) investigated 
the impact of operational skills on business 
sustainability. Th e research found that technical 
and industry-specifi c competencies are pivotal 
to business sustainability. Th e potential for 
businesses to develop a sustainable competitive 
advantage if the technical and industry-specifi c 
competencies are combined with entrepreneurial 
skills was emphasised.

7. CONCLUSIONS 
A few conclusions can be drawn from the 
empirical and literature study. Th ese conclusions 
are presented in this section.

7.1 Th e role of business incubators 
Th is research confi rms the fi nancial and non-
fi nancial support provided to SMMEs by business 
incubators (Ayandibu & Houghton, 2017:54; 

Molapo et al., 2008:27). Th is support goes beyond 
the physical space provided for SMMEs to conduct 
business activities. Th e business incubators also 
provide training and skills development with 
regards to business acumen. SMMEs are therefore 
equipped with the necessary tools to improve the 
sustainability of the businesses.

In addition, it is concluded that business 
incubators have an important role to play 
in the successful transfer of technology to 
SMMEs. Ndabeni and Rogerson (2017:87) 
emphasised enhancing support to SMMEs by 
accessing knowledge and technology developed 
by universities. Th erefore, the role business 
incubators could include supporting SMMEs 
with commercialisation plans, identifying market 
opportunities and accessing the appropriate 
funding to access the technologies. Afolayan 
and de la Harpe (2015:144) identify technology 
incubators as an essential platform to develop 
and implement innovative ideas by SMMEs.

In addition to this, business incubators, more 
specifi cally privately-owned ones, can also 
support other role-players such as technology 
transfer offi  ces in engaging with industry 
partners. Th e technology transfer offi  ces at 
universities utilise the business incubators at the 
university to provide this support, however, these 
business incubators are not as experienced as that 
of private business incubators.

7.2 Innovation and sustainability 
It is concluded that innovation contributes to the 
sustainability of SMMEs. Th is conclusion is in 
support of the research of Okanga and Groenewald 
(2017:45), where innovation was highlighted as a 
key factor in SMMEs sustainability. Innovation 
helps SMMEs to improve its product and service 
off ering. Mohalajeng and Kroon (2016:8) are of 
the view that businesses that embrace innovation 
will create a competitive advantage. As a result, 
such an SMME will be more diffi  cult to replace 
within the supply chain due to the higher degree 
of diff erentiation. Whilst the contribution of 
innovation to the sustainability of businesses has 
been established, the role of business incubators 
in actively supporting SMMEs in identifying and 
implementing innovative products and solutions, 
was not evident during this research.
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8. RECOMMENDATIONS FOR BUSINESS 
INCUBATORS 
Th e recommendations that business incubators 
should consider are presented in this section.

8.1 Th e competitive landscape analysis 
Sahin (2017:14) has developed a three-step 
process model, which is a tool that enables SMMEs 
to analyse the competitive landscape and develop 
strategies that will improve the survival rate of 
SMMEs. All of this occurs within the context 
of globalisation and technological revolution 
which creates hyper-competition (Sahin, 2017:2). 
However, the challenges for SMMEs to implement 
the tool is highlighted, in that it is time-intensive 
and expensive (Sahin, 2017:13). At the same time, 
whilst innovation and technology contribute to 
the competitive advantage of a business, SMMEs 
fi nd it diffi  cult to implement the technology road-
mapping tool. Albeit a tool that allows technology 
to be aligned with products, market opportunities 
and business strategy.

Th e opportunity exists for business incubators 
to support the SMMEs with such a competitive 
landscape analysis. Th is may require assisting the 
SMME with some of the aspects of the model, 
and in doing so reduce the time required to 
follow the process. In addition, where plausible, 
the cost of market research can be fi nanced by 
the business incubator. Th e process model, as a 
whole, can be adopted by the business incubators 
in support of the SMMEs to enable them to make 
more informed decisions. More specifi cally, 
the technology road-mapping tool can help 
SMMEs align the technologies sourced from the 
universities to the market needs.

8.2 Access to funding 
Access to funding is one of the common business 
development interventions provided by business 
incubators. In addition to the current funding 
support, business incubators can play a role 
in enabling SMMEs access funding to further 
develop the research. Given that funding for 
early-stage technology development may be 
considered as high-risk funding, the business 
incubators may bring credibility and confi dence 
to such opportunities.

8.3 Congruent SMMEs and technology 

Th ere is an opportunity for business incubators 
to strategically work with other role-players such 
as technology transfer offi  ces to provide industry 
input into testing the theoretical viability 
of the technologies. Subsequently, suitable 
entrepreneurs can be identifi ed and screened, to 
ensure capacity and capability to take the idea 
to market on a practical level. Th e development 
of such screening criteria and the selection of 
entrepreneur can be developed in conjunction 
with each other.

Furthermore, the business incubators can develop 
a programme that allows the entrepreneur to 
be physically housed in the incubator, whilst 
developing the technology in collaboration 
with other role-players such as the technology 
offi  ces at universities. Th e university will make 
the necessary product adjustments based on the 
feedback from the entrepreneur. Th e business 
incubator can support the SMMEs with the 
market research and testing the viability of the 
business opportunity. Alternatively, the business 
incubator could provide virtual support to the 
SMMEs, until the technology is fully developed 
and ready for implementation.

8.4 Taking action 
Business incubators have the potential to enhance 
its support to SMMEs but will require a review and 
adjustment to its operations. Business incubators 
will have to capacitate its staff  in understanding 
the commercialisation process, as well as the key 
elements that make such a process successful.

Th is can be achieved by implementing appropriate 
training programmes and eff ective liaison with 
other role-players for instance the technology 
transfer offi  ces at universities. In reviewing 
the development support provided to SMMEs, 
business incubators must, if necessary, strengthen 
its networks to enable it to virtually support 
SMMEs. Furthermore, networks with funders 
must be expanded on to unlock access to funding 
for early-stage technology development.

9. LIMITATIONS OF THE RESEARCH 
Due to time constraints of the research, only a few 
business incubators could be reached. However, 
due to a qualitative approach to the research 
study, the interviews provided an in-depth view of 
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the experiences of the managers. Future research 
that will include more business incubators will 
enhance the fi ndings from this research study.

10. MANAGERIAL IMPLICATIONS OF 
THIS RESEARCH 
Th e importance of establishing innovative 
and sustainable SMMEs has been established 
through this research study. In South Africa, this 
can be achieved through the support of various 
stakeholders.

Business incubators must review and adapt the 
current models of providing business development 
support to SMMEs. Th is will require additional 
skillsets on the part of the staff  members. In 
addition, capacitating the business incubator 
by strengthening the networks, particularly 
with regards to funding, is a key requirement. If 
funding mechanisms for early-stage technology 
development is not in place, then innovation will 
be lost to the international landscape and licenced 
back into the country at a higher cost.

11. SUGGESTIONS FOR FUTURE 
RESEARCH 
Th e focus of this research was to identify the role 
of business incubators in creating sustainable 
SMMEs. However, the SMMEs did not form part 
of the scope of this research study due to time 
constraints. It is therefore recommended that 
future research ascertain the SMMEs view on 
sustainability and readiness to adopt technologies 
developed.

More research is also needed to explore the role of 
other role-players such as the technology offi  ces 
at universities and how business incubators these 
technology offi  ces could take hands to improve 
the value proposition to SMMEs.
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APPENDIX A: INTERVIEW GUIDE FOR 
BUSINESS INCUBATOR INTERVIEWS

1. Introduce myself and how the interview will be 
conducted

a. Permission to record interview
b. Introduce my topic and the intent, followed 

by some questions
c. I may ask questions to clarify response–if 

required
d. Final thoughts/anything you wish to add
e. Note: you can stop the interview at any time if 

you wish to do so
2. Introduce the topic:

Exploring the role of South African business 
incubators in creating sustainable SMMEs 
through technology transfer

3. Th e intent of the research:

a. to explore if business incubators and 
technology transfer offi  ces can collaborate to 
create sustainable SMMEs

b. to explore the role of business incubators
4. Questions

• How does the incubator support SMMEs?
• In your view, what makes SMMEs sustainable?
• How do you see innovation playing a role in 

this?
• What is your understanding of technology 

transfer or research commercialisation?
• What is your view should the role of 

universities be in commercialising the 
research they develop?

• Would you mind sharing your thoughts on 
how you think universities (technology transfer 
offi  ces) can contribute to the sustainability of 
SMMEs, specifi cally related to the research 
they develop?

5. Anything you would like to add or think we 
have missed in the discussion?

6. Would you mind if I contacted you again if I 
required clarity on any part of the discussion? 

7. Th ank you for your time
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ABSTRACT 
Th e contribution of small, medium and micro 
enterprises (SMMEs) to economic growth, job 
creation, social stability and poverty alleviation 
is well established. However, South Africa 
experiences high failure rates of SMMEs within 
the fi rst three years of establishment, where 
access to market is a key challenge. Although 
innovation is an enabling factor in creating 
sustainable and competitive SMMEs, there is a 
lack of access to local patents and technologies. At 
the same time, universities aim to commercialise 
research through the technology transfer offi  ces. 
Th is research study explores the collaboration 
between technology transfer offi  ces and business 
incubators in creating sustainable SMMEs 
through technology transfer.

An explorative and descriptive qualitative study 
was conducted where the managers of technology 
transfer offi  ces were interviewed. A common view 
on what technology transfer means, how it impacts 
SMMEs and factors that limit the technology 
transfer process was evident. Th ese include lack of 
funding for early-stage technology development, 
complex commercialisation processes and lack of 
reciprocal transfer of knowledge.

Th e research study concluded the need for strategic 
partnerships between business incubators and 
technology transfer offi  ces, co-development of 
technologies to ensure market readiness, funding 
and business incubation support to SMMEs to 
receive technologies being transferred.

Keywords: Business incubator, technology 
transfer, research commercialisation, SMME 
sustainability, university research, entrepre-
neurship 

1. INTRODUCTION 
SMMEs have been identifi ed as a key driver 
in economic growth, job creation and poverty 
alleviation (Chimucheka, 2013:785). Studies have 
shown the signifi cant contribution of SMMEs 
to the Gross Domestic Product (GDP) of South 
Africa (Luiz, 2011:5; Ngek & Smit, 2013:94). 
Nonetheless, the Department of Trade and 
Industry (the dti) highlighted the high failure rate 
of new businesses in South Africa, with up to 40% 
failing in the fi rst year and 90% within the fi rst 
10 years of existence (South Africa, 2008b:46). 
Almost 10 years later, the situation is no diff erent. 
In 2011, Fatoki and Smit (2011:1414) described 
the failure rate of SMMEs as one of the highest in 
the world. At present, Bruwer and Van den Berg 
(2017:8) continue to report high failure rates of 
SMMEs. Th e need to create sustainable SMMEs is 
therefore evident, for the economic benefi t of the 
country and to allow SMMEs to reap the benefi t 
of their investments.

In South Africa, technologies are being generated 
at universities across the country but is currently 
not necessarily being accessed by start-up SMMEs 
to enhance their competitiveness (Ndabeni, 
2008b:214). Th e universities are attempting 
to commercialise the research through the 
establishment of technology transfer offi  ces (South 
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Africa, 2017:15). At the same time, the business 
incubators in South Africa have been established 
to support the start-up and sustainable growth of 
SMMEs. However, it is uncertain as to whether the 
technology transfer offi  ces are collaborating with 
business incubators to create sustainable SMMEs. 
Th is research study will survey universities with 
established technology transfer offi  ces, with the 
intent of understanding the role that these offi  ces 
can adopt in bringing the two sectors together.

2. PROBLEM STATEMENT AND 
OBJECTIVE OF THIS STUDY 
It is well known that SMMEs are a key driver 
in economic growth, job creation and poverty 
alleviation (Chimucheka, 2013:785). However, 
SMMEs experience a high failure rate (Arbidāne 
& Tarasova, 2016:95; Bruwer & Van den Berg, 
2017:8; Löfsten, 2016:21). Th e survey conducted 
by Herrington, Kew and Mwanga (2017:28-
29) describes the main reasons for businesses 
exiting South Africa as lack of profi tability and 
lack of access to fi nance. Th e authors further 
explain the threat of sustainability of SMMEs 
due to them being active in over-traded markets 
that have inherently high rivalry and low profi t 
margins. Whilst the authors noted the need for 
innovative capabilities in SMMEs to become 
more competitive and by implication, more 
sustainable, the concern in the decrease in the 
innovation levels in the SMME sector from 2014 
to 2016 was also raised.

At the same time, in order for SMMEs to grow, 
there is a need to compete in the mainstream 
economy, which implies SMMEs need to 
compete with large businesses. Kleynhans 
(2009:42) describes how large businesses are 
competitive due to the continued upgrading of 
technology. Smaller businesses, on the other 
hand, conduct little research and do not use 
technology to its full potential. Th e author 
furthermore highlights the inability of SMMEs 
to conduct research and development (R&D) 
and recommends that SMMEs be supported by 
R&D and implementation of modern technology. 
Colombelli, Krafft  , and Vivarelli (2016:16-19) 
have shown that innovative start-ups have a better 
survival rate than non-innovative counterparts.

Bansi and Reddy (2015:194) found that 

although universities are generating intellectual 
property, including technology-based IP, there 
are challenges in registering, transferring and 
commercialising such IP. Alessandrini, Klose and 
Pepper (2013:3-9) point out the opportunity of 
technology transfer being an additional revenue 
source for universities. However, through their 
research, the authors identifi ed some challenges 
impeding the transfer of technology. Th ese include 
“inadequate interaction with entrepreneurs and 
industry partners” and “a lack of seed funding”.

South Africa has therefore seen the establishment 
of the technology transfer offi  ces at the universities 
and the establishment of public and privately 
owned business incubators, with both sectors 
aimed at supporting the sustainable growth of 
SMMEs (Ndabeni, 2008b:219). Yet, there is not 
enough integration between all eff orts from the 
diff erent sectors.

Th e problem arises due to each of these sectors 
addressing their challenges independently of 
each other. Universities need to collaborate more 
with entrepreneurs to commercialise the IP that 
is generated. However, Booyens (2011:75) found 
that the collaboration between SMMEs and 
universities are not strong, even though SMMEs 
require support with R&D and implementation 
of modern technology to create or enhance their 
competitiveness. Hence, the primary objective 
of this study is to explore the role of technology 
transfer offi  ces in the South African business 
environment, and, furthermore, to explore the 
collaboration between these offi  ces and other 
role-players with specifi c reference to business 
incubators.

3. TECHNOLOGY TRANSFER 
Th is section is focused on the technology transfer 
offi  ces at universities in South Africa.

3.1 Key concepts of technology transfer 
Lin (2003:328) defi nes technology transfer as the 
transfer of knowledge, skills and technologies 
embodied in physical objects such as processes 
and machines, as well as people. Th e department 
of science and technology (South Africa, 
2017:13) defi ne technology transfer as the process 
of “translating promising ideas into products, 
processes and services in the economy”. Th e process 
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of transferring technology is outlined in Figure 1.

Th e process outlines how knowledge is created, 
disclosed, protected, aft er which funds must be 
raised to then develop the technology. Following 
which, the technologies are then marketed, 
resulting in an intellectual property transaction 
to either an existing or start-up company. Th e 
product development stage is when the product, 
process or service is developed to ensure revenue 
can be generated from it. Finally, the impact is 
created in some form of social impact (South 
Africa, 2017:14).

Th e Intellectual Property Rights from Publicly 
Financed Research and Development Act No. 51 
of 2008 (South Africa, 2008a:2) defi nes intellectual 
property as any creation that can be protected by 
law but excludes publications associated with 
conventional academic work. Intellectual property 
includes inventions, designs, plant varieties and 
marks or logos. Copyrights refer to the protection 
of work related to literary works, music and fi lms 
amongst others (South Africa, 2015:15). South 

Africa is not the fi rst country to implement an Act 
of this nature. Other countries that implemented 
similar laws include the United States of America, 
Japan, Germany, United Kingdom, Taiwan and 
Brazil (South Africa, 2015:9).

Ndabeni (2008a:82) defi nes innovation as “the 
commercialisation of something new, which may 
be a new technology, a new application in the form 
of a new product, services or process, a new market 
or market segment, a new organisational form or 
a new management approach, or a combination 
of the two or more of these elements”. Halme and 
Korpela (2014:548) defi ne innovation as product, 
service or business model that is either new or has 
been signifi cantly improved.

3.2 Th e purpose of technology transfer offi  ces 
Technology transfer offi  ces are also a new concept 
in South Africa, which is aimed at supporting 
the transfer of publicly funded research to the 
industry. Th ese offi  ces were established because 
of the Intellectual Property Rights from Publicly 
Financed Research and Development Act (51 

FIGURE 1: THE TECHNOLOGY TRANSFER PROCESS 
SOURCE: SOUTH AFRICA (2017:13)
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of 2008) (South Africa, 2008a:8), which has the 
primary aim to ensure that publicly fi nanced 
research and development ultimately provide 
some benefi t to the broader society, be it 
economically or socially. Th e Act goes on further 
to describe the establishment and function of 
technology transfer offi  ces, as well as the function 
of the National Intellectual Property Management 
Offi  ce (NIPMO). One of the key functions of 
NIPMO is to support the commercialisation 
of intellectual property. One of the conditions 
of intellectual property transactions is that 
preference must be given to small enterprises 
(South Africa, 2016).

Th e value chain in commercialising intellectual 
property is outlined by the South Africa (2015:19). 
Th is is depicted in Figure 2, which also indicates 
how various stakeholders can support the process.

While the public-sector funds the research, the 
development and protection of the research is 
carried out by the universities, with support 
from the private sector in commercialising 
the intellectual property. Th e entire process is 

supported by the technology transfer offi  ces, 
which reports into NIPMO (South Africa, 
2015:19).

3.3 Institutions implementing technology 
transfer 
Th e institutions that are expected to establish 
technology transfer offi  ces are organisations and 
individuals that receive public funds. Th ese include 
higher education institutions, science councils, 
state-owned enterprises, private individuals, 
and businesses. Th e Act was promulgated in 
2008 and applies to all intellectual property 
conducted on or aft er 2 August 2010 (South 
Africa, 2015:16). Hence South Africa had 6 years 
generating intellectual property, with potential 
commercialisation opportunities. In 2015, 
NIPMO reported a pipeline of 961 disclosures, of 
which 897 were active. A mere 9.9%, 89 of 897 
of the active disclosures were granted intellectual 
property rights. In the end, 42 disclosures were 
commercialised and a total of R61 642 363 was 
invested in funding intellectual property (South 
Africa, 2015:21).

FIGURE 2: VALUE CHAIN OF IMPLEMENTING INTELLECTUAL PROPERTY 
SOURCE: SOUTH AFRICA (2015:19)
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A survey to understand the South African 
context of technology transfer capabilities and 
the evolution thereof was conducted (South 
Africa, 2017:2-3). Th e survey was the fi rst of its 
kind and was carried out from 2008 to 2014. It 
was found that on average 100 new technologies 
were generated annually between 2011 and 2014 
(South Africa, 2017:4). In addition, a total of 45 
start-up companies were established, of which 
73% were due to the commercialisation of publicly 
funded intellectual property.

Based on this research, there is an increase in 
the number of start-up companies that are as a 
result of the publicly funded intellectual property. 
A single-institution contributed to 47% of the 
start-up formation. Th is trend is also believed to 
be underestimated as data from one of the major 
contributors was unavailable (South Africa, 
2017:40). It is believed that some of the technology 
transfer offi  ces capabilities have not yet matured 
(South Africa, 2017:45). As a result, the observed 
increase in the number of new start-up companies 
could be sustained as capabilities of other 
technology transfer offi  ces mature. Th is survey 
shows a marked improvement in the outcomes 
of the technology transfer offi  ces as compared to 
when Wolson (2007:1655) researched technology 
transfer and found the process to be weak.

3.4 Creating value through technology transfer 
Technology transfer is expected to benefi t society 
in two ways, (1) by improving quality of lives, 
improving health and securing energy and (2) 
creating fi nancial returns of at least R260m 
over the next 5 years (South Africa, 2015:29). 
Examples of where society has benefi ted from 
the commercialisation of intellectual property are 
(South Africa, 2015:30-34):

• In Gauteng, where a patented Technology, 
TBCheck, was used to improve the accuracy 
of 78 000 tests for tuberculosis. Th e TBCheck 
spot cards that were developed are currently 
shipped to more than 20 countries. 

• In Limpopo, the in vitro culture conditions 
under which some Strelitzia species were 
propagated, was optimised and patented in 
South Africa, Australia, Europe.

• In the Free State, technology stations were 

established to provide access to rapid 
prototyping and manufacturing technologies 
to individuals and SMMEs at an aff ordable 
rate. State patients that do not have access to 
medical funds, can now receive reconstructed 
limbs and facial features. 

• In the Eastern Cape, the Xhosa people 
were unable to scale up the fermenting of 
honey. Th e Rhodes’ University developed 
a continuous reactor for the fermentation 
of honey, which allowed the creation of a 
new business. Consequently, 12 people were 
employed and 380 people were trained as 
bee-keepers. Markets are now established in 
Switzerland, the United States of America and 
South America. 

• In the Western Cape, technology a low-cost 
fi re-detection system coupled with a radio-
frequency alert device was developed to 
prevent shack fi res in informal settlements. 

Although the benefi t of commercialising 
intellectual property is evident, NIPMO has 
highlighted some challenges in making headway 
in implementing the Act. Support from senior 
management, awareness of NIPMO from the 
public and internal resource constraints are some 
of the challenges. Th e two key challenges that of 
keen interest of the researcher and is relevant to 
this research study is (1) the lack of availability 
of entrepreneurs to take the new technologies 
to market and (2) de-risking the administrative 
support during the set-up of a new business.

3.5 Barriers to eff ective technology transfer 
Siegel, Waldman, Atwater and Link (2004:128-
140) conducted 55 structured interviews with 
stakeholders associated with the transfer of 
technology from universities to industry in the 
United States of America. Th e authors interviewed 
managers and entrepreneurs of small and large 
fi rms, as well as members of the diff erent disciplines 
and faculty ranks, including administrators and 
directors of the technology transfer offi  ces. Th e 
authors identifi ed several barriers to eff ectively 
transfer technologies, which include lack of 
understanding regarding university, corporate, or 
scientifi c norms and environments, bureaucracy 
and infl exibility of university administrators, 
poor marketing, technical and negotiation 
skills of technology transfer offi  ces and faculty 
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members/administrators have unrealistic 
expectations regarding the value of technologies, 
amongst others. Th e research concluded that each 
group of stakeholders has a vastly diff erent view 
of the outcome of transfer of technologies from 
university to industry.

Within the South African context, Bansi and 
Reddy (2015:194) found that academic staff  did 
not agree or understand the ownership provisions 
of the Intellectual Property Rights from Publicly 
Financed Research and Development Act (51 of 
2008). Some even found it to be unreasonable. 
In addition, the authors found that majority of 
the researchers were not aware that research that 
could result in intellectual property. Lastly, the 
authors found that registration of intellectual 
property and commercialisation of the research 
was not a primary focus of the researchers (Bansi 
& Reddy, 2015:195). Th ese fi ndings could possibly 
pose a challenge for technology transfer offi  ces.

4. RESEARCH METHODOLOGY 
Th e research methodology is discussed in this 
section.

In this section, the research methodology 
adopted, will be outlined.

4.1 Th e research approach 
To understand the role of technology transfer 
offi  ces to generate technology and transfer it to 
SMMEs, a qualitative research approach will 
be followed. An exploratory and descriptive 
approach will be followed based on the thematic 
analysis as described by Creswell (2009:186). 
Also refer to Bryman, Bell, Hirschsohn, Dos 
Santos, Du Toit, Masenge, Van Aardt and Wagner 
(2014:31).

4.2 Study population and sample 
A non-probabilistic, purposive sampling 
approach was used. Th e sample population 
includes the technology transfer offi  ces at 
universities in South Africa. For the purposes of 
this research, a study population comprising of 
managers of these offi  ces was chosen. Th e unit of 
analysis is, therefore, technology transfer offi  ces 
at universities in South Africa.

4.3 Data collection 

Data was collected through telephonic semi-
structured interviews with the managers of 
the technology transfer offi  ces. Th e interview 
guide consisted of semi-structured questions 
that guided the responses that were relevant to 
the research topic. Where the interviewee did 
not disclose suffi  cient information on the topic, 
follow up questions were asked. Th e interview 
guides (Appendix A) were fi rst piloted, whereby 
one manager was interviewed. Th e questions were 
then reviewed and fi nalised before interviewing 
the remaining respondents. In this way, the 
researcher ensured all aspects related to the topic 
would be addressed by the questions.

Data were collected between June and October 
2017. All interviews, which lasted approximately 
15 to 40 minutes, were conducted in English 
and was recorded, with prior permission of the 
interviewees. All interviewees were asked identical 
questions and in the same order. Th e researcher 
manually transcribed verbatim responses of all 
interviews.

4.4 Data analysis 
Babbie (2010:422) indicated that qualitative data 
analysis is the process in which the researcher 
moves from the raw data that have been collected 
as part of the research study and use it to provide 
explanations, understanding and interpretation 
of the phenomena, people and situations which 
we are studying.

Qualitative Data Analysis (QDA) is the range of 
processes and procedures whereby the researcher 
moves from the qualitative data that have 
been collected, into some form of explanation, 
understanding or interpretation of the people and 
situations that were investigated.

Th ematic analysis of data is one that looks across all 
the data to identify the common issues that recur 
and identify the main themes that summarise 
all the views you have collected (Bryman et al., 
2014:336). Th is is the most common method for 
descriptive qualitative projects. Th is following 
process will be applied to conduct this thematic 
analysis:

• Transcribing of the interviews (audio 
recordings) according to the questions as 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

621

asked by the researcher. 
• Read and annotate transcripts: Conduct a 

preliminary observation and translate the 
data into a logical format. 

• Identify themes: Th e next step the researcher 
will start looking in detail at the data to start 
identifying themes.

• Developing a coding scheme: Th ese initial 
themes can now be gathered together to begin 
to develop a coding scheme. Th is is a list of all 
the themes and the ‘codes’ that we will apply 
to the data. 

• Coding the data: Th e next step the researcher 
will start applying these codes to the whole set 
of data.

Th e fi nal step in the analysing process will outline 
the discussions and the interpretations that 
derived from the fi ndings

Th e transcriptions derived from the interview 
will be clearly checked for accuracy and will be 
coded by the researcher. An inductive thematic 
analysis approach will be applied to analyses the 
data. Th emes will be correlated with the existing 
literature. Data saturation will be reached once 
the information is starting to repeat itself if there 
is no new information that is emerging from the 
following interview.

5. FINDINGS FROM THE TECHNOLOGY 
TRANSFER OFFICES 
Th e perspectives, insights and experiences of 
the technology transfer managers were sought 
on various areas related to technology transfer, 
through the interview process. Th ese areas 
included the intent of technology transfer offi  ces, 
the potential impact on SMMEs, how the transfer 
of technology to SMMEs can be enabled and the 
role of other role-players for instance business 
incubators in this sector.

5.1 Defi ning technology transfer 
When technology transfer was fi rst introduced, 
it was focused on the commercialisation of 
technologies based on science and engineering. 
Th e primary objective was to protect intellectual 
property and generate revenue from it by 
introducing it into industry. Hence at face value, 
technology transfer is defi ned as taking university 

research and transferring it to the public or 
industry. However, the defi nition is inclusive of a 
more complex process.

“…there’s a whole lot more involved in technology 
transfer because one’s obviously got to understand 
whether it’s you know (a) IP that is going to be 
protected, (b) what is the best form of protection, 
should you be creating a spin-off  company or 
licensing the IP and then maturing the IP…... 
into a form that can be taken up by companies or 
industry…” (Participant TT-3)

Th e technology can be taken up in the industry in 
the form of a spin-off  company from the university 
or through licencing the technology to existing 
companies. Th e word “technology” however, does 
not necessarily imply physical technology.

“…We refer to it as technology but …um…, I know 
in Europe they are moving to innovation, using 
the word innovation or knowledge transfer…” 
(Participant TT-2)

“…technology obviously defi nes us, or limits us and 
I think that for a university technology transfer 
offi  ce, it becomes broader than just technology…” 
(Participant TT-1)

In some instances, technology transfer included 
knowledge, skills and know-how from the social 
science and humanities faculties, and not limited 
to science and engineering. Technology transfer 
at the universities also takes place through the 
technology stations housed at the universities. 
Th is type of technology transfer takes place in 
the form of consulting and product development 
and is not considered as transfer of intellectual 
property.

Fundamentally, the fi ndings indicate the 
defi nition according to the technology transfer 
offi  ces, as being the process of transferring 
early-stage technologies to the industry. Th ere, 
however, appears to be a shift  away from purely 
focusing on the transfer of technology, but rather 
for the defi nition to be inclusive of the transfer 
of knowledge and skill into the industry. Th is is 
probably due to the shift  in focus from generating 
revenue to rather having a greater impact on 
society as a whole.
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Th e fi ndings indicate a trend in broadening of 
the initial defi nition of technology transfer as 
compared to that defi ned by the Intellectual 
Property Rights from Publicly Financed Research 
and Development Act No. 51 of 2008 (South 
Africa, 2008a:2). Th e shift  in the intent of the 
technology transfer offi  ces is from satisfying 
internal university objectives to meeting the 
needs of the community and the public at large.

5.2 Sector focus of technology transfer 
Th e technology transfer offi  ces align itself to the 
intellectual property generated from the various 
faculties of the universities.

“…faculties work on, well, in diverse industries. So, 
at tech transfer offi  ces, you can’t focus on a specifi c 
industry unless your university focuses on a specifi c 
industry…” (Participant TT-2)

“…we work at the university and the universities 
have whatever sectors they are working in…... 
it’s basically delineated by what happens at the 
universities…” (Participant TT-4)

However, the defi nition of technology transfer 
is a key factor that guides the sector focus of 
the technology transfer offi  ce. For example, 
the social sciences sector will be included if 
knowledge transfer from this sector forms part 
of the defi nition. Notwithstanding, science and 
engineering will remain as focus sectors. In 
light of the fact that the defi nition of technology 
transfer is broadening over time, it implies that 
more intellectual property will be available to be 
transferred into the industry.

5.3 Th e intent of technology transfer offi  ces 
In simplistic terms, the intent of the technology 
transfer offi  ces is seen to commercialise research.

“…It’s a service to...(um)…mostly our researchers 
who come up with inventions, commercial ideas, 
or ideas that have commercial potential…” 
(Participant TT-2)

Th e technology transfer offi  ces assist researchers 
in multiple ways.

“… assist the researchers in identifying the IP... 
(um)…coming out of the research and to protect 
it and then very important to commercialise it…” 

(Participant TT-3)

However, this process of commercialisation has 
inherent secondary intentions. Th ese range from 
developing the technology until it is ready to be 
introduced into the market, to make a social and 
economic impact in the city, region and country. 
As a result, the university becomes more relevant 
in the industry and establishes relationships with 
industry partners. In addition to servicing the 
researchers, the intent is also to make an impact 
on society, through the commercialisation of the 
research.

“… mandate to transfer technology into the 
marketplace for the benefi t of South Africa. So, it’s 
not necessarily to make money for the university 
but rather to actually have a broader eff ect in terms 
of job creation, GDP growth in the economy and 
those and …. business creation…” (Participant 
TT-4)

Th e intent of the technology transfer offi  ces, as 
outlined from the empirical research, corresponds 
well with the expected objectives as described by 
the Intellectual Property Rights from Publicly 
Financed Research and Development Act No. 51 
of 2008 (South Africa, 2008a:2). Th is intent aligns 
closely with that of business incubators, whereby 
the support to the SMMEs will result in a broader 
impact on society.

5.4 Th e impact of technology transfer on 
SMMEs 
Technology transfer offi  ces play a key role in 
developing SMMEs, albeit existing businesses 
to which the technology will be transferred or 
newly established businesses intending to take 
high-end technology to the market. In terms of 
existing SMMEs, technology transfer capacitates 
the business with capability and knowledge.

“…I think that where one is very closely aligned 
with the activities of a SMME…. defi nitely it can 
help an SMME to grow and establish itself locally 
and internationally…” (Participant TT-3)

An example of such a situation is when the 
market requires a product of a specifi cation for 
which the SMME does not have the capability or 
knowledge. Th e university is then approached by 
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the SMME to support the opportunity, whereby 
the government funding is available to the 
university to conduct the necessary research. Th e 
resultant technology and knowledge are then 
transferred to the SMME, at a reduced fee due 
to the university having access to government 
funding.

Hence, in this process, the SMME gains new 
skills, new technology and accesses new market 
opportunities. All of this is achieved with the 
SMME requiring less capital and therefore 
reducing the risk in signifi cantly impacting its 
cash fl ow. Th is kind of support allows the SMME 
to focus its eff ort in marketing the business and 
securing more market opportunities, such as 
competing globally.

“…You know you have instances where particular 
soft ware was able to be used to design industrial 
fans and that has actually enabled a local SMME to 
be very competitive on a global scale...” (Participant 
TT-3)

At the same time, one of the participants is of 
the view that high-end technology cannot be 
transferred to SMMEs, but that a new company 
must be started where the researcher, must 
be involved in the business. Th is involvement 
is rationalised by the need to have continual 
reciprocal transfer of knowledge and skills.

“…however much you feel the technology will be 
ready to go into a business and go out into the 
market, it is never ready. So…(um)…there needs 
to be a continual process of transfer of knowledge 
and skills from the university to the company, with 
feedback from the company saying well this isn’t 
working…” (Participant TT-1)

Th e participant was also of the view that 
intellectual property derived research cannot be 
transferred to SMMEs, which could possibly be 
explained by the perceived lack of technical skills 
on the part of the SMME.

5.5 Enabling technology transfer to SMMEs 
Technology transfer is enabled through close 
collaboration between academia and industry. 
Although intellectual property generated at the 
universities is oft en considered to be ready for 

commercialisation, this is not necessarily the case.

“…however much you feel the technology will be 
ready to go into a business and go out into the 
market, it is never ready...” (Participant TT-1)

Th ere is, therefore, a need to have continual 
process of transfer of knowledge between 
academia and industry, in order to ensure the 
readiness of the technology to enter the market. 
Th e inventor must be involved in the scale-up of 
the technology. In doing so, the inventor works 
with the SMME in understanding how the 
technology can be applied in the market. At the 
same time, the SMME provides insight into the 
market applications that enable the technology to 
be fully developed for commercial application.

Another important factor is the need to simplify 
the commercialisation process. Th e technologies 
developed at the universities are in its early 
stages, and therefore requires input from industry 
to progress the commercialisation process. 
However, this process requires legal support, 
funding and business development support for 
the SMMEs. Currently, SMMEs cannot aff ord 
the cost of the transfer of technology. Funding 
early-stage development is an important factor 
in enabling the process. In order to improve the 
probability of funding, legal process of accessing 
the technologies must be simplifi ed.

“…they don’t need to go through all the expenses, 
and the time and the eff ort to negotiate a 
comprehensive licence without understanding 
whether the technology will work for them…” 
(Participant TT-2)

Due to the technologies being in early-stage 
development, there are a number of unknowns. 
Th is poses a risk to the SMME if full commercial 
rights to the technology are to be negotiated 
upfront. If the SMME cannot demonstrate 
technical and economic viability of the technology, 
then it will be diffi  cult to obtain funding. Hence 
access to funding will be enabled through a 
simplifi ed legal process.

5.6 Th e role of business incubators in supporting 
technology transfer 
Th e technology transfer offi  ces are of the view that 



624
WWW.IBC-CONFERENCE.COM

business incubators can play a role in enabling 
technology transfer to SMMEs due to its lack 
of appropriate skills to engage with industry. In 
addition, these skills cannot be sourced in as it is 
expensive.

“…technology transfer offi  ces in universities do not 
have the right skills…...and quite oft en an industry 
type skill, you know like somebody from industry, 
would be quite useful, but we can’t aff ord them...” 
(Participant TT-1)

A distinction between university incubators 
and private incubators was made in that private 
incubators are more experienced in engaging 
with industry. Th e technology transfer offi  ces 
utilise the services of the business incubators 
based at the universities to support and mentor 
the entrepreneurs in understanding how to run a 
business. Th e technology transfer offi  ces are of the 
view that potential need for business incubation 
support could include:

“…a need for an incubator is as high but the 
could be certain services such as, you know, 
understanding the market, or you know developing 
a commercialisation plan, assessing key economics, 
you know and it’s that kind of things, that those, 
sort of almost specialist sort of skills…” (Participant 
TT-3)

Th e business incubators can also assist in 
capacitating technology transfer offi  ces. Th e one 
technology transfer offi  ce has been recruiting 
technology commercial managers during the past 
few years, to facilitate the transfer of technology. 
In some instances, consultants are sourced in to 
bridge this gap. Th is particular technology transfer 
offi  ce is of the view that business incubators could 
potentially fulfi l this role.

5.7 Emergent themes 
Th e themes that emerged from interviewing the 
managers of the technology transfer offi  ces are 
represented in Figure 3.

In defi ning technology transfer, it was found 
that the defi nition is not limited to science and 
technology. Th ere is a growing scope of the 
defi nition to include the transfer of skills and 
knowledge. At the same time, the transfer of skills 

and knowledge is defi ned as the purpose of the 
technology stations, which does not include the 
transfer of intellectual property. Th is is said to be 
the purpose of the technology transfer offi  ce. Be 
that as it may, the major focus of the technology 
transfer offi  ces is to transfer technology into the 
public domain.

In addition, this transfer of intellectual property 
into the public domain is meant to have a broader 
social impact, as compared to the original 
objective of generating revenue for the university. 
Th is impact, which could either reach city, 
region or national levels, is ultimately meant to 
create jobs and positively impact GDP growth. 
However, transfer of technology is faced with 
challenges. Th e fi rst being that technology is not 
always ready for the market. Th is due to the need 
for three key factors to fully commercialise this 
early-stage development of the technology. Th is 
being (1) technical knowledge, (2) funding, and 
(3) market knowledge.

Th e researchers or inventors of the technology 
provide technical know-how. Th is experience, 
skill and competency are readily available 
from the universities. Funding for early-stage 
technology development, on the other hand, is 
not easily accessible. Whilst funding to develop 
the initial technology is available through various 
institutions to the universities, funding for the 
licencing costs and royalties is more diffi  cult to 
access.

A fi nding is that funding to commercialise 
research, albeit in whatever form, is more readily 
available abroad than it is in South Africa. As a 
result, intellectual property leaves the country, 
only to be imported again as licences. South 
Africa then becomes the consumer of its own 
intellectual property. Th is research highlights 
the importance for policymakers to ensure the 
probability of intellectual property staying in the 
country is high.

Whilst some technology transfer offi  ces have 
provided examples where collaboration with the 
SMMEs was successful, others are of the view 
is that SMMEs require support in enhancing its 
business acumen, a role that can be undertaken 
by business incubators for instance. Apart 
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from the involvement of the researcher in the 
business, other enablers of successful technology 
transfer include funding and simplifi cation of 
the commercialisation process. It was noted, that 
in general, the SMMEs do not necessarily have 
access to funding to aff ord the cost of licencing 
and royalty fees.

6. DISCUSSION 
It has been established in the literature that 
innovation contributes to the sustainability of 
SMMEs. Tustin (2015:87) emphasises the lack 
of access to local patents as one of the factors 
impacting sustainability. Th e author outlines 
the diffi  culty SMMEs experience in accessing 
local technology, and as a result licence foreign 
technologies, but with minimal ownership. 
Ndabeni and Rogerson (2017:87) are of the 
view that innovation activities of SMMEs must 
be enhanced, potentially through accessing 
the knowledge and technology developed by 
universities.

What has not been established in the literature, 
is the role of business incubators in South Africa 
in collaborating with technology transfer offi  ces, 
to improve the sustainability of SMMEs. Th is 
research contributes to the existing literature by 

fi rstly enhancing the understanding of technology 
transfer in the South African context and 
furthermore explore the collaboration between 
these offi  ces and business incubators.

Th rough empirical research, it is found that 
technology transfer offi  ces have a relatively 
clear view of what technology transfer means, 
how it impacts SMMEs, and what are some 
of the challenges that limit the process. Th is 
includes lack of funding for early-stage 
technology development, cumbersome and 
lengthy commercialisation processes and lack 
of reciprocal transfer of knowledge between 
industry and researcher.

Another key aspect is the importance of the 
timing of the strategic relationship between 
technology transfer offi  ces and the business 
incubators. Both parties involved must be ready 
and willing to collaborate. In another research 
study, the business incubators highlighted the 
need for technology transfer offi  ces to reduce 
the restrictions around intellectual property. Th is 
appears to be the case at some technology transfer 
offi  ces, where the legal process was simplifi ed. 
Th us, the SMME could access technology sooner. 
Th is leads to the impression that now may be an 

FIGURE 3: EMERGING THEMES FROM THE TECHNOLOGY TRANSFER OFFICE RESEARCH 
SOURCE: OWN COMPILATION
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opportune time for business incubators to start 
building strategic relationships with technology 
transfer offi  ces.

It may be argued that technology transfer should 
be limited to more well-established businesses 
as opposed to SMMEs. However, the Intellectual 
Property Rights from Publicly Financed Research 
and Development Act No. 51 of 2008 (South 
Africa, 2008a:12) clearly states “preference must be 
given to BBBEE entities and small enterprises”. For 
this to be successful, culture and mindset change 
may be required on the part of the business 
incubators and the technology transfer offi  ces. 
Th is research has highlighted the potential for 
both parties to collaborate in supporting SMMEs 
to commercialise technologies.

7. CONCLUSIONS 
A few conclusions can be drawn from the 
empirical and literature study. Th ese conclusions 
are presented in this section.

7.1 Strategic partnerships 
Business incubators are familiar with technology 
transfer and likewise, technology transfer offi  ces 
are familiar with business incubators. Both of the 
sectors are aware of the existence and value of 
the others but the limited attempt has been made 
to collaborate for greater social impact, more 
specifi cally on SMMEs. Herrington et al. (2017:65) 
emphasise the need for strategic partnerships such 
a technology transfer if SMMEs are to remain 
competitive and sustainable. Th erefore, empirical 
research, as well as the literature study confi rm, 
the need for closer collaboration between the two 
types of institutions.

Some technology transfer offi  ces have reduced 
the restrictions around access to intellectual 
property. Th is is the opportune time to explore 
building strategic relationships, prior to any 
expectations and governance being put in place as 
to how the relationship should work. Th e business 
incubators and technology transfer offi  ces have a 
window of opportunity to test, adjust and develop 
a framework that will enhance the sustainability 
of SMMEs.

7.2 Industry partners to co-develop technology 
Th e technologies developed by the universities 

are not necessarily ready to be introduced into 
the market. More oft en than not, it requires 
co-development with industry input in order 
to complete the commercialization process, 
as argued by Booyens (2011:75). Even though 
universities have established technology transfer 
offi  ces, industry partners are still required to 
support the process, be it with funding, market and 
industry knowledge and know-how. It is therefore 
concluded that industry partners are considered 
as a key success factor in commercialising the 
technology.

7.3 Funding to enable technology transfer 
Whilst the potential exists for SMMEs to uptake 
the technologies developed, there is a lack of 
funding for research to be developed to the point 
where it can be commercialised. Th e survey 
conducted by the Department of Science and 
Technology revealed the need for funding in 
support of the growing technology transfer sector 
(South Africa, 2017:41).

In order for the collaboration to work to create 
sustainable SMMEs, funding support across the 
value chain is also required. Th is also includes 
assisting SMMEs to overcome the barriers 
in establishing and sustaining a business. It 
is therefore concluded that funding a key 
requirement for successful technology transfer. 
Th is is in line with prior research where lack of 
funding was identifi ed as a major challenge for 
SMMEs (Abor & Quartey, 2010:224).

8. RECOMMENDATIONS FOR 
TECHNOLOGY TRANSFER OFFICES 
Th e recommendations that technology transfer 
offi  ces should consider are presented in this 
section.

8.1 Simplifi ed commercialisation process 
Th e technology transfer offi  ces must fi nd 
mechanisms to simplify the legal process of 
accessing the technologies before full commercial 
rights can be negotiated. Seeing that the 
technologies are not ready for the market in 
most instances, technology transfer offi  ces must 
critically review the transfer process with regards 
to two aspects. Th e fi rst is to shorten the time 
it takes for an SMME to access the technology. 
Th is could be achieved by simplifying the legal 
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agreements such that legal consultants are not 
necessarily required. Whilst it is understood that 
research costs must be recovered in the process, 
the second aspect deals with the possibility of 
developing fl exible payment options. Th is could, 
for example, entail that payment begins once 
revenue or profi t is generated. Simplifying the 
commercialisation process will be in the best 
interest of the SMME and the technology transfer 
offi  ce.

8.2 Capacity building 
Th e empirical research revealed the need to 
capacitate the technology transfer offi  ces with the 
appropriate skills, that being commercialisation 
of technology. Th erefore, if these skills are 
diffi  cult to source, then it is recommended that 
the university develop a programme to up-skill 
students and staff . It would also be benefi cial to 
have an independent professional body to oversee 
the development and accreditation of this specifi c 
skills sector. One of the key activities of such a 
body will be to ensure the continuous availability 
of the skill. In addition, there should be a clear 
growth path for individuals with these skills, 
as this will attract talent to technology transfer 
offi  ces.

8.3 Scope of technology transfer offi  ces 
Given the resource constraints of the technology 
transfer offi  ces, it is recommended that the 
defi nition of technology transfer be confi ned 
to the defi nition as provided by Intellectual 
Property Rights from Publicly Financed Research 
and Development Act No. 51 of 2008 (South 
Africa, 2008a:2). In this way, resources will be 
able to focus on fi rstly creating awareness of the 
opportunities and secondly fi nding solutions on 
simplifying the legal process.

8.4 Taking action 
Th ere are a number of factors that propel the 
technology transfer offi  ces in placing publicly 
funded research into society, ranging from 
compliance to philanthropy.

First of all, technology transfer offi  ces must 
develop a framework of engagement with 
business incubators. Given the need for more 
industry know-how and insight, there should be 
a focus on privately-owned business incubators. 

To begin with, this can be initiated in the local 
regions but other regions should be explored 
as well. Once the relationship has developed, 
it can be maintained through frequent visits to 
the business incubators. Th is also aff ords the 
opportunity to present the various technologies 
available for licencing to suitable SMMEs.

Simplifying the commercialisation process, more 
specifi cally the legal requirements are of utmost 
importance. Th is can be achieved by obtaining 
appropriate legal support but may also require 
input from the business incubators to understand 
the challenges faced by SMMEs. At the same 
time, technology transfer offi  ces must capacitate 
itself through the up-skilling of its staff . Th is may 
require the need to implement suitable training 
programmes.

9. LIMITATIONS OF THE RESEARCH 
Due to time constraints of the research, only a 
few technology transfer offi  ces could be reached. 
However, due to a qualitative approach to the 
research study, the interviews provided an in-
depth view of the experiences of the managers. 
Future research that will include more technology 
transfer offi  ces will enhance the fi ndings from 
this research study.

Th e literature on collaboration between 
universities and business incubators to enable 
technology transfer to SMMEs is well established 
for countries other than South Africa. Hence, 
the limited literature available for the South 
African context did not allow for challenges 
and opportunities unique to this country to be 
identifi ed. Th ere is, therefore, an opportunity 
to develop such literature for the South African 
context.

10. MANAGERIAL IMPLICATIONS OF 
THIS RESEARCH 
Th e importance of establishing innovative 
and sustainable SMMEs has been established 
through this research study. In South Africa, this 
can be achieved through the support of various 
stakeholders.

Technology transfer offi  ces must review 
its strategy, processes and procedures on 
commercialising the technologies. If the research 
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generated at the universities are to benefi t society 
at large, then the commercialisation processes 
must be simplifi ed to transfer the technologies.

An integrated framework is required for the two 
sectors to collaborate in creating sustainable 
SMMEs. Th is requires the support from 
policymakers, in that policies for the two sectors 
should not be developed independently of each 
other. In creating an environment in South Africa 
that is conducive for the development of SMMEs, 
the policies related to business incubators must 
complement and enhance those relevant to 
the technology transfer offi  ces. In doing so, the 
probability of creating more sustainable SMMEs 
will be improved.

11. SUGGESTIONS FOR FUTURE 
RESEARCH 
Th is research provides an initial view of the 
potential collaboration between business 
incubators and technology transfer offi  ces in 
South Africa. Future research methodology 
should include a focus group of business 
incubator managers and technology transfer 
managers, where the potential for implementing 
an integrated model may be established.

In addition, the literature on integrated 
technology transfer models that consider key 
stakeholders should be expanded on for the South 
African context. Research should include testing, 
verifying and adapting internationally-based 
models. Th is may be pertinent for a longitudinal 
research design.
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APPENDIX A: INTERVIEW GUIDE FOR 
TECHNOLOGY TRANSFER OFFICE 
INTERVIEWS 
1. Introduce myself and how the interview will be 
conducted

a. Permission to record interview
b. Introduce my topic and the intent, followed 

by some questions
c. I may ask questions to clarify response–if 

required
d. Final thoughts/anything you wish to add
e. Note: you can stop the interview at any time if 

you wish to do so
2. Introduce the topic:
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Exploring the role of South African business 
incubators in creating sustainable SMMEs 
through technology transfer

3. Th e intent of the research:

a. to explore if business incubators and 
technology transfer offi  ces can collaborate to 
create sustainable SMMEs

b. to explore the role of business incubators
4. Questions

• How would you defi ne technology transfer? 
• Are there specifi c sectors in which this 

technology transfer focuses on? 
• What, in your view, is the intent of technology 

transfer offi  ces?
• In terms of this (intent), how would technology 

transfer (intent e.g. impact) small businesses? 
• How does technology transfer impact small 

businesses? 
• What three things can simplify technology 

transfer to small businesses?
• (if they identify the business incubator as 

a support mechanism): How would you 
envisage the incubator supporting the 
technology offi  ces with regards to capacity?

5. Anything you would like to add or think we 
have missed in the discussion?

6. Would you mind if I contacted you again if I 
required clarity on any part of the discussion

Th ank you for your time
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ABSTRACT 
Th e ubiquity of SMMEs in economies makes 
it inevitable to interact with an SMME at some 
point or the other. Th erefore, the role SMMEs play 
in society and the impact they have on people’s 
lives cannot be ignored. Th is alone makes a topic 
on the well-being of SMMEs important and 
relevant to everyone. However, many SMMEs are 
oft en unable to withstand the harshness of the 
business environment and become susceptible 
to failure; prompting various stakeholders to 
devise programmes aimed at preventing such 
failure. Unfortunately, some of these programmes 
are sometimes ineff ective or unutilised because 
they do not match the needs of SMMEs they are 
meant to assist. Th is study examined support 
programmes available to SMMEs in Mahikeng, 
to determine whether or not they match the 
needs of SMMEs. Such knowledge will enhance 
the formulation of suitable and, therefore, useful 
programmes. A quantitative study using a 
survey questionnaire was undertaken amongst 
421 SMMEs. Th e study found that most of the 
support programmes match the needs of SMMEs. 
However, there are also programmes that can be 
abandoned or modifi ed to ensure that resources 
are expended only on support that is relevant to 
SMMEs.

Keywords: SMME failure; sustainability; assis-
tance; support institutions 

1. INTRODUCTION 
Th e contribution of SMMEs to the economy 
and society is vast and crucial, hence, the need 
for a suffi  cient number of successful SMMEs; to 
ensure their sustainability; and to assist them in 
developing into big role-players in the business 

environment. However, the incessant rate at 
which new SMMEs are established and their 
vulnerability makes this an area of concern for 
all stakeholders, ranging from SMME owners to 
government to the business fraternity.

SMMEs are typically defi ned according number 
of employees, turnover, legal form and industry 
sector (Calabrese, Andreeva & Ansell, 2019). In 
this study SMMEs have been classifi ed according 
to sector, number of employees and annual 
turnover.

While there are SMMEs able to hit the ground 
running from inception, others need to be 
nurtured by means of various forms of support 
until they are strong enough to withstand the 
rigours of the highly competitive and cut-throat 
business-world on their own (Hoque, 2018) . 
Th ere is a strong sentiment that government and 
larger businesses should initiate and facilitate 
strategic programmes to assist SMMEs to form, 
grow and mature. Some maintain that support 
initiatives for SMMEs should be pioneered by 
successful private businesses, those who have 
walked the same road and are thus, well-placed 
to be familiar with all the potential pitfalls likely 
to be encountered. However, there are those who 
believe, for various reasons, that backing should 
be withheld until an SMME has survived long 
enough to prove that it is worthy of support.

Th e amount of support programmes on a 
worldwide scale is multitudinous and serve as 
evidence that there is a general consensus that 
SMMEs ought to be supported. For various 
reasons, support sometimes produces good 
results, but oft en it does not. Th is study explored 
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the support programmes available to SMMEs in 
Mahikeng and whether the support matches the 
needs of SMMEs in Mahikeng. Th e aim being 
to raise an awareness of the type and context of 
support programmes needed, so that these are 
designed to be useful and yield desired results.

2. PROBLEM STATEMENT 
Th e failure rate of SMMEs worldwide still 
remains very high (Mendy & Hack-Polay, 2018). 
In South Africa Fatoki (2014) placed the failure 
rate of SMME between 70% and 80%. One of the 
reasons for failure was found to be the inability 
of political institutions to create a conducive 
environment for SMME survival. Public and 
private institutions should be able to provide 
SMMEs with the kind of support that would enable 
them to reach their developmental aspirations. 
Unfortunately, the assistance available to SMMEs 
is sometimes discordant to their needs. Th is can 
lead to ineff ective strategies that benefi t neither 
the economy nor SMMEs. Support providers 
can incur wasteful expenditure by running 
programmes that do not generate sustainable 
success.

Two of the reasons for supporting SMMEs are to 
capacitate them to be able to help (1) grow the 
economy and (2) create jobs. Statistics indicate 
that the economy of South Africa is growing at 
a lower than targeted rate and unemployment 
continues to rise (StatsSA, 2019). Studies have 
shown that the SMME sector can help in this 
regard.

Th e problem that this study sought to address 
was to determine if there is a disparity between 
the support provided by private and public 
institutions versus the requirements of SMMEs 
in Mahikeng.

3. RESEARCH OBJECTIVES 
According to Brink et al. (2012:85), an objective 
is an end towards which eff ort is directed. 
Objectives determine direction, give a study its 
purpose and specify what is to be researched, 
thereby providing a proper perspective about 
the purpose of a study. A study may have several 
objectives, depending on what it aims to achieve. 
Th e objective of this study is:

• To ascertain if available support programmes 
match the developmental needs of SMMEs in 
Mahikeng.

4. LITERATURE REVIEW 
SMMEs are “recognised as one of the key 
mechanisms for job creation globally” (Moos, 
2014:216). Th e SMME sector has demonstrated 
the ability to stimulate competition, bring about a 
diversity of products and services, have increased 
fl exibility, possess a hands-on managerial style 
and facilitate faster decision-making. Th ese 
attributes signify the importance of SMMEs as 
players within economies whose role should be 
encouraged and nurtured. Th erefore, suffi  cient 
capital injections, as a support mechanism, can 
help SMMEs grow into large businesses (Dlodlo 
& Dhurup, 2013). Additionally, policy makers 
should be aware that policies that stimulate 
entrepreneurship do not apply to all SMMEs 
equally. Th erefore, policies that support SMMEs 
should be craft ed specifi cally to suit the needs of 
SMMEs (Dennis, 2011).

Th e sheer number of SMMEs in almost all 
economies make them unmistakably essential. In 
Hong Kong alone, SMMEs form 98% of business 
enterprises and provide 47% of employment; and 
in Japan, 99.7% of all enterprises are SMMEs, 
who collectively are responsible for 70% of the 
country’s employment fi gure (Inn et al., 2015). A 
similar situation is observed in Egypt where 99% 
of all businesses are SMMEs, and they provide 
employment to 75% of the total workforce 
(Fouad, 2013). Th e same trend is apparent in the 
USA where, according to the US Small Business 
Administration (US.SBA), SMMEs account for 
55% of all jobs and 66% of all net new jobs since the 
1970s. Th e US.SBA also adds that big businesses 
lost 4 million jobs since 1990 but SMMEs added 
8 million new jobs in the same period (US.SBA, 
2016). Th ese fi gures demonstrate the immense 
impact SMMEs have in diff erent corners of the 
world, hence underscoring SMMEs’ ability to 
generate economic growth and development.

Th e establishment of SMMEs is seen as a 
means to address social inequalities in many 
societies. South Africa touts SMME support and 
development as a way to empower selected sectors 
of the economy, such as women, the youth and 
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people with disabilities, who are all considered 
as being disadvantaged, with the hope to achieve 
improved job creation opportunities, poverty 
reduction and an equitable distribution of wealth 
(Peters & Naicker, 2013; Reddy, 2014). Similarly, 
a study on non-farm proprietorships (NFP) in the 
USA found that self-employment through NFPs 
resulted in increases in income and employment 
growth, as well as a reduction in poverty in 
non-metro areas (Rupasingha & Goetz, 2011). 
Th e growing emphasis on health has become a 
driving force in Malaysia’s multi-billion herbal 
industry. Be that as it may, the Malaysian rural 
herbal industry forms an insignifi cant proportion 
of their entire industry. Government intervention 
sought to transform rural herbal entrepreneurship 
from mainly traditional subsistence farming 
to modernised business operations through 
policy and fi nancing. Owing to this initiative, 
the entrepreneurs reported improved ways of 
doing business which produced better sales, 
and this translates into an improvement to their 
rural life. One of the entrepreneurs, Mr Abedin 
Bin Saleh, was able to raise his monthly sales 
from between RM30K and RM50K in 2003 to 
RM100K (RM=Malaysian Ringgit; K=1 000; 
RM1= US$0.23) in 2005 and increase his staff  
complement substantially (Paul et al., 2013).

Many governments fi nd it wiser to support 
SMMEs because many SMMEs are oft en unable 
to survive over the long-term without assistance. 
Studies indicate that the mortality rate of SMMEs 
is very high, with most of them failing to survive 
for more than fi ve years (Adebisi & Gbegi, 2013; 
Sciglimpaglia et al., 2013). Th e cost of such failure 
is usually the shedding of jobs, loss of revenue for 
government and added strain on social security 
systems. It has, however, been reported that 
fi nancial institutions are wary to off er loans to 
SMMEs because of the risk profi le of SMMEs 
(Altman et al., 2010), hence leaving government 
and government agencies to carry much of the 
weight of supporting SMMEs. For example, 
82% of business incubators in South Africa are 
government funded and some of those who are 
privately-owned also receive a substantial part of 
their funding from government (Masutha, 2013).

Evidence from studies shows that the public and 
private sector worldwide contribute toward the 

development of SMMEs and by extension the 
stimulation of economies. Direct government 
support of SMMEs can boost economic growth 
and development as a result of greater competition 
and entrepreneurship that SMMEs usually bring 
into the economic environment of countries 
(Maseko et al., 2011). Big business, government 
and other institutions have the obligation to assist 
SMMEs to operate sustainably, not only for the 
benefi t of SMMEs but for the benefi t of themselves 
as support institutions and their countries. In 
order for such programmes to be eff ective, both 
SMMEs and support institutions have to be 
cognisant of the factors that can cause SMMEs 
to succeed or fail. Th e following paragraphs 
investigate those factors that are most likely to 
determine the success or failure of SMMEs.

Business success is a loaded concept which cannot 
be defi ned using a one-dimensional approach. 
To emphasise, Simpson et al. (2012) stated that 
“success in business is a matter of opinion and 
may be related to the degree to which objectives 
are met or exceeded, some of which may be critical 
for success.” It can also be argued that the opposite 
of success is failure, in other words, a business 
that is not succeeding is failing. Such failure may 
not necessarily be or lead to the dissolution of an 
enterprise but may be a failure to achieve specifi c 
organisational goals. Business success is oft en 
regarded as only the ability of a business to make 
profi t (Pletnev & Barkhatov, 2016).

South Africa has one of the highest SMME failure 
rates in the world and reasons for failure are 
identifi ed as (1) fi nancial, (2) economic, (3) market, 
(4) management and (5) infrastructure (Olawale 
& Garwe, 2010). Th e rate of failure belies the fact 
that the country has the biggest economy in Africa 
(Rossouw, 2016) and that it is the second highest-
ranking country in Africa (behind Mauritius) as 
indicated in the Global Competitiveness Report 
2018 which assesses the competitiveness of 140 
economies worldwide (World Economic Forum, 
2018). Additionally, the reasons that are provided 
as causes for failure are, in fact, aspects on which 
South Africa compares favourably on the world 
stage. Obviously, the spin-off s from the country’s 
fi nancial and economic health, thriving markets, 
good management know-how and world-class 
infrastructure are not enjoyed by all sectors of the 
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economy.

SMMEs and support providers have to be aware 
of the factors that may lead to success or failure 
in order to design suitable support programmes. 
Evidence from diff erent studies suggests that 
diff erent researchers use diff erent approaches 
to identify business success or failure and this 
inevitably results in researchers identifying 
diff erent aspects as determinants of business 
success or failure (Pansiri & Temtime, 2010; 
Maseko et al., 2011; Guettabi, 2015; Pletnev 
& Barkhatov, 2016). For example, SMMEs in 
transition countries contend against bureaucratic 
challenges that are remnants of policies of central 
control. In developed countries where there are 
strong institutional frameworks, determinants 
are more inward-looking and SMME-specifi c, 
such as the level of education of the entrepreneur, 
skills of top executives and the quality of 
employees. SMMEs in countries such as China 
(with a greater sense of collectivism) are inclined 
to refer to business success determinants such 
as networking and research and development. 
Studies from Africa oft en mention fi nancial 
constraints as the major obstacle in the path of 
SMME progress, which can be associated with 
the economic status of many African countries 
(Crick et al. 2018; Igwe, Onjewu & Nwibo, 2018)

Th e following section compares diff erent 
countries, regions and economic systems to 
explore the various forms of developmental 
support available to SMMEs and the eff ectiveness 
of such support. Th e comparison is done in order 
to benchmark and identify possible best practices.

4.1 Developmental support provided to SMMEs 
Literature shows that SMMEs worldwide 
receive diff erent kinds of support from their 
governments, private businesses, universities and 
other institutions. Governments generally regard 
SMMEs as partners in economic growth and 
development.

4.1.1 Developed countries 
Developed countries characteristically have 
more SMMEs than large businesses within their 
economies. For example, Japan and Hong Kong 
have 99.7% and over 98% respectively (Inn et al., 
2015). Th ese SMMEs play a vital role in poverty 

reduction, job creation, economic development 
and wealth creation. In their study, Inn et al. 
(2015) reported on the initiatives of the Hong 
Kong and Japanese governments to assist SMMEs 
with their intellectual capital management and 
reporting (ICMR). Th ese governments launched 
the ICMR programme in the belief that such 
an initiative would enhance the reputation of 
SMMEs who participated in the programme 
geared at helping them in their quest for funding 
in the future. Although the study found that the 
programme was not useful in securing fi nancial 
assistance, most respondents reported that the 
programme enabled them to take a closer look 
at their internal operations and to understand 
themselves better. SMMEs also believed that the 
programme had the potential long-term benefi t 
of building trust among stakeholders, thus paving 
the way for future fi nancial relationships.

Aft er an earthquake devastated Christchurch on 
22 February 2011, the New Zealand government 
immediately activated an Earthquake Support 
Subsidy (ESS) to assist SMMEs. Th e ESS received 
wide acclaim for the speed with which the policy 
was enacted and that aff ected SMMEs received 
grants, not loans. Grants were given in respect 
of a decrease in trade, irrespective of whether or 
not the business suff ered physical damage. Th e 
application process was reported to be simple 
and straightforward with qualifying SMMEs 
receiving their fi rst payments for wage support 
within less than a week aft er the earthquake. Th e 
effi  ciency of ESS allowed SMMEs to avoid closure 
and retain employees while formulating their 
recovery plans. ESS availability ended on 26 May 
2011, having disbursed NZ$185 million (NZ$1 = 
US$0.73) covering over 8 000 SMMEs and almost 
47 000 employees (Fischer-Smith, 2013).

ESS is a demonstration of how governments 
should assess situations and design responses 
appropriately. Whereas policy formulation and 
implementation processes are notoriously drawn-
out, the New Zealand government was able to by-
pass red-tape and come across as caring.

4.1.2 Developing countries 
At some point the Chinese soft ware sector was 
dominated by large global giants such as SAP, 
Oracle and online games manufacturers from 
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Korea and Japan (Neumann, 2017). As a form of 
support for local SMMEs, the Chinese government 
regulated exclusive procurement for indigenous 
products in applied soft ware. Such manoeuvring 
was designed to empower Chinese SMMEs to 
compete against foreign enterprise resource 
planning soft ware developers such as SAP and 
Oracle. For example, the gradual changing of 
the Generally Accepted Accounting Principles 
(GAAP) from those based on socialism served 
to deter foreign businesses and allowed Chinese 
ERP soft ware manufacturers the chance to gain a 
foothold in the sector. Th e government of China 
also used aggressive regulation to place restrictions 
on foreign online games manufacturers as a 
strategy to allow indigenous SMMEs to catch 
up. Th e Committee of Examining Games was 
appointed, and it introduced strict regulations 
to deal with issues such as issuance of permits 
and publications. Some of the regulations were 
patently partial to local SMMEs and even allowed 
regulators to turn a blind eye against piracy and 
illegal copying of source codes against foreign 
businesses. Th is approach enabled local SMMEs 
to take the lead against foreign businesses in terms 
of market share in this sector. Th e market share 
of Korean online games in China fell from 70% 
to 20% between 2004 and 2008, while the market 
share of Chinese businesses rose from less than 
20% to approximately 70% in the same period. 
Government assistance allowed local SMMEs to 
withstand ‘attacks’ from foreign businesses and 
also sustained them long enough to ensure that 
learning and building took place. Th e intervention 
of government provided the Chinese SMMEs with 
a window of opportunity to ensure that learning 
is carried towards completion. While the Chinese 
government was criticized for being biased 
against foreign businesses, their intervention 
was praised for circumventing a monopoly by a 
few foreign businesses and allowing domestic 
SMMEs to catch up. Proponents of this method 
argue that regulation can be revised once local 
businesses have developed their own capabilities 
(Kim et al., 2013).

4.1.3 Transition countries 
In Central and Eastern Europe and the former 
Soviet Union, private business activity was 
essentially illegal up to the early 1990s and 
economies were characterised by central planning. 

Th e demise of communism necessitated major 
policy shift s in the economic development of the 
countries involved. In countries such as Russia, 
Poland, the Ukraine and Belarus, this meant 
government was no longer the sole planner of 
resource allocation and price setter, and owner 
and fi nancier of enterprise activity (Smallbone 
& Welter, 2010). A similar scenario unfolded in 
South Africa with the new dispensation in 1994. 
Market reform, which required a fundamental 
shift  in the role of government in the economy 
was instituted and basically involved opening the 
economy to all sectors of society.

Businesses in post-socialist or post-apartheid 
countries have to grapple with the challenge of 
dealing with a new economic dispensation from 
public to private ownership and free economic 
activity. Th e cultivation of entrepreneurship 
and creation of private enterprise through the 
establishment of SMMEs are seen as a key to 
success (Wieneke & Gries, 2011). To achieve 
this, respective governments have to create 
environments that are conducive to SMME 
activity through policies and actions. Post-
socialist and post-apartheid governments need 
to establish institutional frameworks for business 
creation and growth, especially for SMMEs.

Th e government of the Russian Federation 
announced that the development and support of 
SMMEs is one of the most important goals stated 
for economic development by 2020. A long-
term regional programme for the development 
and support of SMMEs in Russia’s Orel region 
from 2009 to 2011 yielded positive growth in 
the number of SMMEs, turnover, wages and 
employment. However, it was observed that while 
there was improvement within the region, the 
overall rating of SMMEs in the Orel region on the 
same criteria decreased in comparison with those 
of the entire country. Th is decrease was associated 
with the low effi  ciency of budget spending in 
the Orel region, indicating that the intervention 
measures undertaken by the Orel region 
government to develop and support SMMEs 
were inadequate. Problems that the study found 
were (1) the need to improve regional legislation 
on SMME development and support, (2) credits 
granted to SMMEs in the region were mostly 
short-term loans, (3) immature credit portfolios 
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and low levels of fi nancial literacy of SMMEs, and 
(4) the absence of business incubators (Spasskaya, 
2013). As Smallbone and Welter (2010) advised, 
governments have to ensure that there is an 
eff ective institutionalisation of SMME policy 
which involves diff erent forms of partnership 
between diff erent levels of government and 
relevant private sector entities.

Besides government, there are support 
programmes for SMMEs from private businesses 
in transition economies. Support from private 
businesses, especially fi nancing, can sometimes 
be hampered by the dishonouring of contractual 
obligations by one of the parties. However, 
some transition economies do have weak legal 
and judicial institutions, making contractual 
obligations diffi  cult to enforce (Owolabi & Pal, 
2013). As a result, lenders become very wary of 
lending money, thus making it diffi  cult for SMMEs 
to access fi nancing. In order to mitigate lending 
restrictions, SMMEs join business associations 
which act as facilitators in aiding SMMEs to 
access fi nancial assistance. Business associations 
can also off er protection against corrupt offi  cials 
and bureaucratic pressure.

4.1.4 Sub-Saharan Africa 
Th e decision to make SMME development a 
priority in Malawi was made in appreciation of 
the vital role SMME play in economic growth. 
As suggested by Mulaga (2013), the growth, 
survival and contribution of SMMEs in Malawi is 
hindered by problems that include limited access 
to fi nance, poor transportation, unreliable power 
supply, exorbitant tax rates, an inadequately 
educated workforce, crime, complicated 
licensing procedures, corruption and access to 
land. Access to other resources was found to be 
largely determined by the availability of fi nancial 
resources. Financial constraints aff ect smaller 
businesses more than larger business, leading 
to stunted growth or mortality. Many of the 
problems SMMEs face can signifi cantly improve 
if SMMEs are suffi  ciently fi nanced. In order to 
improve their fi nances, SMMEs may have to 
rely on external fi nancing. Th e study by Mulaga 
mentioned above, investigated the diff erences in 
the use of external fi nancing between SMMEs of 
diff erent sizes and industries in Malawi, where 
it was found that there was a need for fi nancing 

that targets SMMEs specifi cally. SMME size 
infl uenced lending decisions and the cost of 
credit, with SMMEs oft entimes being denied 
credit or lent at a higher rate of interest. Such 
decisions are usually as a result of a lack of 
collateral or fi nancial track records. Th is fi nding 
is supported by Owolabi and Pal (2013) who 
observed that networking increases a business’ 
access to external fi nancing and because SMMEs 
are less likely to be networking, their chances of 
obtaining external fi nancing are also slimmer.

4.1.5 Regional economies 
Th e importance of SMMEs is not recognised only 
at country level but also at regional level (Giaoutzi, 
Nijkamp & Storey, 2016). Economic cooperation 
through regional organisations such as the 
Southern African Development Community 
(SADC), the Commonwealth Caribbean and 
the European Union (EU), is well-documented. 
Regional integration serves to facilitate mutually 
benefi cial trade with regional partners in an eff ort 
to achieve economic growth and regional stability.

SADC is a group of 15 Southern African states 
or countries which include the island states of 
Mauritius and the Seychelles (Vickers, 2011). 
In 2007, the Association of SADC Chambers of 
Commerce launched an SME Business Toolkit 
project which is available to SMMEs in the SADC 
region. Th e aim of this project is to address 
the lack of access to information and to create 
guidelines that will assist SMMEs to grow their 
businesses sustainably (Guriras, 2013).

SADC does not only seek to facilitate trade 
relationships amongst member states, it also 
engages in Economic Partnership Agreements 
(EPAs) negotiations with the EU. According to the 
EU, the EPAs would result in open regionalism 
which would pave the way for free trade between 
the two regions. Th e initiative received both 
praise and scorn with some insisting that it would 
help in the development of SADC member states 
and countries, while others argued that it was 
based solely on the commercial self-interest of 
the EU, which was likely to hold sway given the 
bargaining power of the EU over SADC (Hurt, 
2012).

Th e Caribbean Local Economic Development 
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Project (CARILED) is a regional formation of 
Commonwealth Caribbean countries aimed at 
capacitating local governments or local agencies 
of member countries, to facilitate the growth of 
SMMEs in order to stimulate local economic 
development in the Caribbean region. It started 
in 2012 with seven countries and it escalated 
in just two years to partnerships with fi ft y local 
governments to support growth and development 
of fi ve hundred SMMEs at a cost of $23 million 
(Schoburgh, 2014). CARILED is said to represent 
a new ideology about economic development 
models and strategy which seeks to change how 
people think about and practice development. 
Th is project gave rise to the signifi cance of 
locality-based perspectives as opposed to the 
reliance on strategies and interventions from the 
national level. It also spurred the improvement of 
local development through products and services 
that are specifi cally tailored for local needs and 
markets. Improvements in markets and the 
supply of products and services lead to improved 
capacities and new infrastructural development.

Th e European Union (EU) has an objective of 
making the European economy competitive 
and sustainable. To this end, the EU views 
entrepreneurship and innovation as drivers of 
economic development. Since a majority of EU 
economies are innovation-driven, SMMEs are 
considered as a platform where entrepreneurship 
and innovation can manifest and fl ourish. To 
make this a reality, the accomplishment of 
entrepreneurship and innovation must become 
a major objective of government policies (Szabo 
& Herman, 2012). In the European Union (EU), 
development fi nancial institutions (DFIs) are seen 
as a way to improve access to fi nance for SMMEs. 
Support provided by the DFIs has to comply with 
EU state aid rules which preclude public support 
from leading to unfair advantages or harming 
other markets (Wruuck, 2015).

As stated by Romero-Martínez et al. (2010), the EU 
uses intervention programmes to support SMMEs 
as a strategy for encouraging competitiveness, 
innovation and regional development. Th e 
Directorate General for Enterprise and Industry 
in the EU coordinates business policy aimed 
at SMMEs and ensures that those policies are 
integrated into European policies. Th e European 

Commission, the European Investment Bank 
and the European Investment Fund facilitate 
SMMEs’ access to capital. Th e EU provides 
support to SMMEs in the form of grants, loans 
and guarantees. Nonetheless, in spite of all the 
support available to SMMEs from the EU, only 
5.65% of SMMEs are reported to be fi nancing 
their activities through EU funding.

4.1.6 South Africa 
Th e National Small Business Act (102 of 1996) 
was promulgated soon aft er the beginning of 
the new democratic order in South Africa and 
became the cornerstone for SMME development. 
Th e key objective of this Act is to provide for the 
establishment of an institutional framework and 
guidelines for SMME promotion.

In order to turn the prescripts of this Act into 
reality, an institutional support framework 
was set up, and consists of (1) government 
departments and agencies, and (2) fi nancial and 
other institutions.

Despite policies and programmes that the 
South African government has put in place to 
promote SMME development, the overriding 
sentiment is that government’s overall eff orts 
to promote SMMEs have been ineff ective 
(Sitharam & Hoque, 2016). Th e conclusion that 
government programmes are not as eff ective as 
was anticipated was drawn from a study at which 
SMMEs responded that: (1) they were unaware 
of government support agencies, (2) there was a 
low usage of government support agencies, (3) 
they had negative opinions about administrative 
processes involved in SMME support and (4) the 
impact of government initiatives were rated poorly 
at the time of the study (Peters & Naicker, 2013). 
Arguments that support or oppose intervention 
eff orts are explored in the subsequent section.

4.2 Arguments for and against intervention 
Not always does intervention yield positive results, 
as can be evidenced in a study conducted in 
Poland in 2010 by Klonowski on the eff ectiveness 
of government-sponsored programmes to 
support SMMEs. Th ere were three main fi ndings 
listed in the study: (1) Polish government support 
programmes are poorly structured, fragmented 
and untargeted; (2) programmes do not meet the 
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actual needs of the sector, hence, they are poorly 
used; and (3) there is strong evidence to confi rm 
the existence of liquidity gaps in fi nancing the 
SMME sector.

Despite arguments advocating for the direction 
of economies to be determined by market forces 
(Bogoviz et al. 2018), governments seem unwilling 
to stop taking steps that promote, protect, 
infl uence or transform economies or some sectors 
of economies. Th ere is no shortage of examples 
in literature where governments intervene in 
one way or the other in the economies of their 
countries. While some governments may not be 
actively involved in all economic activity, they are 
indirect participants in terms of the policies and 
regulations promulgated.

Presently, there is too much at stake for 
governments to adopt a ‘hands off ’ approach in 
economies because their very existence is reliant 
on the trajectory of their countries’ economies. 
Governments represent all the people within 
their country and those people will typically have 
diverse interests which require governments to 
take into consideration. Th erefore, the argument 
should in fact not be about whether or not 
governments should intervene; but, about the 
level and magnitude of their intervention.

Th e failure of markets to address economic 
concerns of all levels of society is seen as one of the 
major justifi cations of government intervention. 
However, job creation is the most oft en quoted 
reason for SMME promotion.

Additionally, SMMEs are believed to contribute 
towards economic growth which leads to the 
economic and political health of countries, as well 
as the regeneration of deprived communities and 
the promotion of social inclusion of all people 
within those communities (Bridge & O’Neill, 
2013).

In some transition countries such as Slovenia and 
the Ukraine, government intervention methods 
were scuppered by bureaucratic costs, corruption 
and a lack of fi nance, resulting in slower SMME 
growth (Wieneke & Gries, 2011).

Other problems related to government 

intervention are: (1) intervention eff orts may 
be misplaced, with the resultant waste of public 
funds; and (2) government funds can be diverted 
to fund cronies and family members of those in 
power (Lerner, 2010).

5. RESEARCH METHODOLOGY 
Th is study adopted a positivist approach and used 
the quantitative research method. Th is enabled the 
achievement of the objectives of this study, albeit 
at a slightly superfi cial level than would have been 
the case with the post-positivist approach.

Primary data was collected from SMMEs 
in Mahikeng, private support institutions 
and government departments and agencies. 
Secondary data was collected from literature, 
websites, newspaper articles, reports and other 
relevant information sources. Th is study used the 
survey method to collect data with the aid of a 
structured questionnaire. Th e survey method 
was chosen because Babbie (2011) explains that 
surveys are particularly useful when it is not 
possible to observe the entire population that is 
being studied because it is too large. Th e sample 
frame was compiled specifi cally for the purpose 
of this study, from various published sources and 
databases.

Th e quantitative nature of this research makes 
questionnaires a suitable instrument for data 
collection (McGivern, 2013). Diff erent sections 
in the questionnaire were designed to deal with 
the diff erent facets of the study. For example, 
there were questions that investigated the 
needs of SMMEs and there were also those that 
examined the support programmes off ered by 
various institutions. Th e questionnaires were 
administered by the researcher and three fi eld 
workers.

5.1 Sampling techniques 
Th e total number of SMMEs in Mahikeng formed 
the population which this study has interest in 
and whom the fi ndings of this research represent. 
It was not possible to study all the members of 
the population because of the unavailability of an 
all-inclusive and comprehensive list or database. 
In such instances, the rules of research make it 
possible to base the study on a “tangible list such 
as a phone directory” (Bradley, 2010:154). Such a 
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list is called a sampling frame. Th is research also 
used SMMEs listed in the telephone directory 
complemented with various published sources 
and databases to construct a sample frame. Th e 
simple random sampling technique was used to 
select subjects to be studied from the list. Simple 
random sampling is a probability sampling 
method in which “the probability of being 
selected into the sample is equal for all members 
of the population” (Burns & Bush, 2010:370).

SMMEs for this study were selected according 
to sector, number of employees and annual 
turnover. A search in the North West Province 
telephone directory and lists of SMMEs obtained 
from the Mahikeng Local Municipality, the 
Small Enterprise Development Agency (Seda) 
and the Department of Finance, Economic 
and Enterprise Development (FEED), yielded 
511 listed SMMEs. Some of the names from 
the telephone directory and the lists were the 
same and therefore eliminated. Th e 511 SMMEs 
became the sampling frame from which a sample 
for this study was drawn. For statistical purposes, 
the sample size for this study was 429 SMMEs; 
a much smaller sample size was obtained using 
the formula below suggested by Survey Monkey 
(2017). Out of the 429 questionnaires prepared, 
421 were successfully completed, while 8 of the 
respondents were unavailable.

Th e z-score is the number of standard deviations 
a given proportion is away from the mean. Th e 
right z-score to use was determined according to 
Table 1 below.

 TABLE 1 DETERMINING THE Z-SCORE

Desired confi dence level z-score
80% 1,28
85% 1,44
90% 1,65
95% 1,96
99% 2,58

Source: Survey Monkey (2017)

Th e questionnaire for this study was aligned to 
the literature review through the identifi cation of 
relevant test variables and was divided into three 
sections, as follows:

• Section 1 identifi ed qualifying respondents in 
order to avoid researching those who did not. 

• Section 2 gathered data aimed at answering 
research questions in terms of the objectives 
of the study.

• Section 3 collected the biographical 
information of respondents with a view to 
aid classifi cation and comparison of diff erent 
individuals or groups during analysis.

5.2 Research results 
Th e signifi cance of data analysis is to provide 
an understanding of what happened in a study, 
to make data meaningful to the researcher and 
others, to determine if the information from 
the data answers the research questions and, to 
ensure that results justify conclusions (Gravetter 
& Forzano, 2014:443).

Th ere is an incontrovertible nexus between data 
analysis and the research instrument. A good 
research instrument not only safeguards reliability 
and validity but is also crucial to the selection of 
the appropriate data analysis technique. To make 
this a possibility, the research instrument was 
compiled with its eff ect on the data analysis stage 
in mind.

Th is study used multiple data analysis techniques 
at various and appropriate stages. Th e kind of 
technique used at any instance was determined 
by the kind of data being manipulated. In turn, 
the data was the result of a data collection strategy 
and scale of measurement that answer a particular 
research question best. Th erefore, where suitable, 
descriptive techniques were used to describe 
individual variables; correlations were used to 
measure and describe the degree of relationships; 
regressions were used to show where the data best 
fi ts; the chi-square and the Cronbach’s alpha were 
used where applicable.

6. RESULTS 
Th e demographical statistics of the SMMEs on 
which the study was undertaken are indicated 
in Table 2, while Table 3 and Table 4 provide the 
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validity analysis using the KMO and Bartlett’s Test 
as well as the Eigenvalues. Th e results obtained 
from the KMO are > 0.7, which shows that the 
sample is adequate. Th e variables presented in 
Table 5 obtained a high level of item correlation 
with a .837 Cronbach alpha. According to Tavakol 
and Dennick (2011), an alpha value greater than 
0.70 is acceptable.

TABLE 3: VALIDITY ANALYSIS: SUPPORT 
REQUIRED IN BUSINESS SKILLS  

KMO and Bartlett’s Test
Kaiser-Meyer-Olkin Measure of 
Sampling Adequacy .829

Bartlett’s Test of 
Sphericity

Approx. 
Chi-Square 4549.012

Df 120
Sig. .000

TABLE 4: EIGENVALUES OF SUPPORT REQUIRED 
IN BUSINESS SKILLS

Component
Initial Eigenvalues

Total % of 
Variance

Cumulative 
%

Factor 1 5.781 36.133 36.133
Factor 2 2.979 18.618 54.751
Factor 3 2.041 12.753 67.505

TABLE 5: RELIABILITY ANALYSIS: SUPPORT 
REQUIRED IN BUSINESS SKILLS

Statistics
Cronbach’s alpha Number of items
.837 16

Figure 1a and Figure 1b provide a visual 
comparison of the support in business skills as 
provided by support institutions and as needed 
by SMMEs.

Th e patterns on the two fi gures above indicate 
clearly that, in most instances, support 
programmes provided by support institutions 
correspond with the needs of SMMEs. Th ere seems 
to be a consensus among SMMEs concerning 
which business skills are off ered by support 
institutions, which is likely a true refl ection of the 
support provided. Th is can also be an indication 
of a common approach adopted by support 
institutions towards SMME development.

Support programmes that received 99% and 
above in ratings gravitate towards assisting with 
the establishment of SMMEs and through their 
fl edgling stages. It should be noted that 55% of 
the respondents are SMMEs that have been in 
existence for ten years or less and 56,8% reported 
an annual turnover of R1 million or less. Th is 

FIGURE 1A: SUPPORT IN BUSINESS SKILLS OFFERED BY SUPPORT INSTITUTIONS 
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explains why support programmes such as 
fi nancial assistance, business opportunities, 
business support information and awareness 
programmes were rated high.

Support programmes that have less to do with 
the initial stages of SMME existence, but can be 
regarded as suitable for SMMEs that are already 
established, such as globalisation and regional 
co-operation, received slightly lower ratings. 
Th e negative ratings cannot be construed as an 
indication of a lack of such support programmes 
because most of the SMMEs (92,2%) confi rmed 
the availability of all support programmes, hence, 
it may be inferred that negative responses are due 
to a lack of awareness.

Th e patterns of support in business skills needed 
by SMMEs correspond with the support off ered by 
support institutions in both the public and private 
sectors. Th e only exceptions being on assistance 
with business registration and gender support 
programmes. Th is may be infl uenced by the fact 
that many of the SMMEs are already registered 
and therefore no longer require such assistance. 
Th e gender support programme percentage 
refl ects the percentage of female respondents 
in the study and the disparity can be attributed 
to factors such as, males who collaborate with 

females in business and recognise that gender 
support programmes for female partners can 
have positive spinoff s for their own SMMEs.

Figure 2a and Figure 2b provide a comparison of 
the support in management skills as provided by 
support institutions and as needed by SMMEs.

Figure 2a indicates that a majority of the SMMEs 
reported that support institutions off er support 
in management skills. Th e tasks of management 
are off ered the most, followed by fi nance and 
marketing related support.

According to Figure 2b, a consistently high 
number of SMMEs reported to be in need of 
support in management skills. Th is may be 
refl ective of the state of development of the 
SMME sector in Mahikeng, where many SMMEs 
are managed by one person. Again, the support 
provided by support institutions in management 
skills is consistent with the support needed 
by SMMEs. Financial skills and management 
functions, as well as training, are provided most 
by support institutions and needed most by 
SMMEs. Marketing skills are averagely provided 
and needed, while HR skills are the least provided 
and least needed. No clear patterns can be found 
with IT- and operations-related skills.

FIGURE 1B: SUPPORT IN BUSINESS SKILLS NEEDED BY SMMES 
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MANAGERIAL IMPLICATIONS 
Th e study was directed at investigating the 
support programmes made available to SMMEs 
by various support institutions; as well as to 
identify the kind of support SMMEs require. 
Th is was done to determine the extent to which 
support programmes as designed and provided by 
support institutions match the support SMMEs 

believe is important to them.

Support institutions should concentrate of 
increasing aid in programmes such as the 
provision of more business opportunities and 
business support information; promoting 
awareness and creating networking opportunities 
which are in greater demand. Programmes related 
to immigration and culture, assistance with 

FIGURE 2A: SUPPORT IN MANAGEMENT SKILLS OFFERED BY SUPPORT INSTITUTIONS 

FIGURE 2B: SUPPORT IN MANAGEMENT SKILLS NEEDED BY SMMES 
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registration and gender support may be adapted 
or even replaced because of lower demand.

Th e revelation that a majority of SMMEs 
established do not survive over the long-term 
is dire. Equally distressing are the fi ndings that 
disparities do exist between elements of support 
provided by various support institutions and 
the support required by SMMEs. Armed with 
this information, both SMMEs and support 
institutions are able to craft  strategies that will 
yield support initiatives that are benefi cial to all 
stakeholders. Support institutions will benefi t 
through ensuring resources are not wasted on 
initiatives that will eventually not be utilized; 
whereas SMMEs will benefi t from having only 
support programmes that are relevant and useful 
to them.

CONCLUSIONS 
Th e study found that in most instances, support 
provided by support institutions matched the 
needs of SMMEs, except for assistance with 
business registration, expansion beyond current 
boundaries, gender support programmes and 
immigration and culture programmes.

Th is is indeed a very crucial fi nding because it 
could ensure that support eff orts are not wasted 
on programmes that are not needed by SMMEs. 
However, for these programmes to be fruitful, 
they should not only be available on paper, but 
should be made accessible to SMMEs.

Th e other aspect for support institutions to 
consider is that to adopt a universal approach for 
all SMMEs across the country may not be helpful 
because the economic and social dynamics within 
various regions of the country are diff erent. Th us, 
what is suitable for SMMEs in one region may 
be completely unsuitable for SMMEs in another. 
Equally important is for SMMEs to be clear about 
what they want to achieve and what their needs 
are, in order to be able to articulate the same to 
the other party. SMMEs should also endeavour 
to think and act ‘outside the box’ to understand 
that support programmes are not necessarily 
designed to suit the needs of individual SMMEs 
but for the collective good of all SMMEs and 
the country’s economic growth. SMMEs should 
also understand that, through requirements and 

procedures, support institutions do not act out of 
self-interest but to preserve the collective good 
for others and the country.

Th e determination of suitable support 
programmes is not a destination but a continual 
process of formulation, implementation and 
review. Some of the existing support programmes 
may have to be marketed more earnestly, be 
adapted to suit the needs of SMMEs, or to even be 
completely abandoned. Th is can only be achieved 
by means of continuous involvement of both 
parties through discussions, assessments and 
feedback.

Legislation may sometimes be necessary to 
achieve progress as evidenced by the aggressive 
approach adopted by China, as indicated in the 
literature review. South Africa has legislation 
in place for SMME development but the jury is 
still out as to whether that legislation is stringent 
enough to stimulate action from both the support 
institutions and the SMMEs.

Continuous research is strongly recommended 
as the market and the business environment is 
dynamic and constantly changing. Th is could 
bring about changes to the needs of SMMEs and/
or support provided to these SMMEs. Th e focus of 
this study was on comparing the needs of SMMEs 
with that of support programmes available and 
research should be conducted on the reasons for 
the high failure rate of SMMEs so that cure can 
be devised.
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ABSTRACT 
Th e paper sets to identify key issues that have to 
be considered by interested and aff ected parties 
in the establishment of farm worker equity 
share schemes in South Africa. Th e origin of the 
equity share schemes in South Africa is traced 
to the early 1990s. Th ese were intended to make 
farmer workers more than just workers, but also 
have shareholdings, certain rights and benefi ts. 
A quantitative research design was employed. 
Non-probability sampling was used by means of 
convenience and judgemental sampling, based 
on the availability and accessibility of 341 farm 
workers who belong to an equity share scheme. 
Th e empirical results showed that stakeholder 
trust, government interventions and farm owner 
support infl uence farm worker equity share 
schemes. Practical guidelines are provided to 
ensure the eff ective functioning of farm worker 
equity share schemes.

Keywords: Benefi ciaries, farm owner support; 
farm worker equity share schemes, government 
intervention, stakeholder trust 

1. INTRODUCTION AND BACKGROUND 
Th ere was limited recent research that could 
be found on the topic and this was due to the 
historical nature of the topic and the political 
debate around it. Most of the research in South 

Africa was done in the period between 1997 and 
2006–hence the need for this study. Knight, Lyne 
and Roth (2003:1) contextualise a farm worker 
equity share scheme to be an arrangement where 
the original owner together with farmworkers, 
and in some instances with a third party investor, 
become shareholders; however, management 
gets the exclusive use rights of the farmland with 
farmworkers getting voting rights and benefi ts 
according to their proportion of investment. 
As a consequence, farm worker equity share 
schemes, which are an extension of the land 
reform programmes, began in the early 1990s, 
with the fi rst scheme materialising in 1992, 
called Whitehall Fruit Farm in Elgin (Knight & 
Lyne, 2002:358-359). South Africa’s transition 
into a democratic country, since 1994, has seen 
a number of legislative instruments which 
attempt to address land issues. According to 
Binswanger-Mkhize (2014:257), six programmes 
for restitution, redistribution and post-settlement 
support have been introduced in South Africa. 
Th e Department of Land Aff airs (DLA) developed 
procedures for farm worker equity share schemes 
in 1997, aft er it realised that the inexistence 
of formal procedures caused confusion at the 
implementation level around the procedures 
of farm worker equity schemes (Department of 
Land Aff airs, 1997:2). Th e various land reform 
programmes were introduced to tackle problems 

FACTORS IMPACTING EFFECTIVE FUNCTIONING OF FARM 
WORKER EQUITY SHARE SCHEMES IN SOUTH AFRICA 

Prof E.E. Smith
Department of Business Management

Nelson Mandela University
Port Elizabeth, South Africa

E-mail: elroy.smith@mandela.ac.za

Prof N.E. Mazibuko
Department of Business Management

Nelson Mandela University
Port Elizabeth, South Africa

Dr S.N. Xolo
Department of Business Management

Nelson Mandela University
Port Elizabeth, South Africa



650
WWW.IBC-CONFERENCE.COM

associated with historic dispossession and rural 
poverty (Lahiff , 2007:1577).

It appears that there is a need to assess farm 
worker equity share schemes, considering the 
interventions made by Government over the 
years in attempting to make them work for 
the benefi ciaries. Th ere is a need for further 
analysis, as aft er more than two decades aft er 
the establishment of farm worker equity share 
schemes, they appear to function ineff ectively. 
Plaas.org (2019) argues that a full forensic audit 
on all equity schemes and a full socio-economic 
evaluation of the shareholders can shed light 
on its impact and could act as a vehicle for 
transformation. Against this back ground, the 
focus of this paper is on identifying key factors 
impacting on the eff ective functioning of farm 
worker equity share schemes in South Africa. 
Th ese key factors or issues can be grouped 
or characterised into formation, behavioural, 
structural and operating environmental factors.

2. PROBLEM STATEMENT 
According to Jacobs, Lahiff  and Hall (2003:4), in 
1999 the then Honourable Minister of Agriculture 
and Land Aff airs, Mrs Th oko Didiza, in a policy 
statement released in 2000, announced the review 
of land reform policy and programmes, as well as 
a moratorium on new redistribution projects due 
to the following challenges:

• A number of “severe limitations” in the 
structure and implementation of Settlement/
Land Acquisition Grant (SLAG), including 
over-reliance on market forces; 

• Payment of infl ated prices for marginal land; 
• Lack of any signifi cant contribution to 

the development of semi-commercial and 
commercial black farmers; and 

• Limited impact on rural employment or 
transformation of agricultural land holdings. 

In 2009, another government moratorium on 
equity share schemes was infl uenced by, amongst 
other, the results of studies revealing detrimental 
information regarding the performance of farm 
worker equity share schemes (Hall & du Toit, 
2014). Out of 88 equity share schemes at the time, 
only nine were able to pay out dividends ranging 
from R200 to R2000 per year. However, paying 

attention on outcomes only, without tracing or 
addressing key needs, would not improve the 
eff ectiveness of these schemes – hence the need 
to look at the underlying causes. Makhubele 
(2014) further states that shareholders of farm 
worker equity share schemes are also faced with 
challenges pertaining to skills development, 
housing, procuring wrapping machines and 
repairing of roads. As a consequence, the issue of 
infrastructure or resources such as roads, water 
and electricity, amongst others, have the potential 
to infl uence the performance of these schemes.

Mkodzongi and Rusenga (2016:13) revealed 
that the benefi ciaries of these schemes were paid 
negligible amounts, whilst managers received 
high salaries. Preferably, farm worker equity 
share schemes should provide three sources of 
income for farm workers: monthly salaries, land 
rental income and dividends paid out (Greenberg, 
2009). Th e reality is that, besides possible obstacles 
experienced by some farms in paying out 
signifi cant dividends, there are reported cases of 
farms not acting in good faith with regard to their 
workers (Deveroux & Solomon, 2010). Mbabama 
(2018) is further of the opinion that successfully 
redressing the legacy of land disposition require 
hard work, adequate budgeting and the political 
will to ensure workers obtain a fi nancial stake and 
ownership of land and assets. Th e main research 
question to be addressed in this paper is: What is 
the underlying factors impacting on the success of 
farm worker equity share schemes in South Africa.

It is envisaged that this study will make a major 
contribution to the body of knowledge on farm 
worker equity share schemes in South Africa by 
assisting key role players in the industry, such as 
government and scheme administrators to ensure 
that it is more eff ectively managed. It is believed 
that eff ectively managed equity share schemes 
would lead to successful equity share schemes, 
achieving the intended objectives.

3. RESEARCH OBJECTIVES 
Th e primary objective of this paper is to 
understand the factors impacting on the eff ective 
functioning of the farm worker equity share 
schemes in South Africa. In order to achieve this, 
the following secondary objectives are identifi ed:
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• To review the literature pertaining to farm 
worker equity share schemes and to identify 
factors that could impact its eff ective 
functioning. 

• To empirically assess benefi ciaries’ perceptions 
regarding farm worker equity share schemes 
in South Africa. 

• Providing guidelines and making 
recommendations to role players to the 
eff ective functioning of farm workers equity 
share schemes. 

4. HYPOTHETICAL MODEL OF STUDY 
Figure 1 outlines the hypothetical model of this 
study.

Th e following seven hypotheses will be tested in 
this paper:

H01: Th ere is no relationship between 
stakeholder trust and benefi ciaries’ perceptions 
regarding farm worker equity share schemes.

H02: Th ere is no relationship between 
operational risks (as measured by access to funding, 
weather conditions and worker exploitation) and 
benefi ciaries’ perceptions regarding farm worker 
equity share schemes.

H03: Th ere is no relationship between 
government interventions and benefi ciaries’ 
perceptions regarding farm worker equity share 
schemes.

H04: Th ere is no relationship between two-way 
communication and benefi ciaries’ perceptions 
regarding farm worker equity share schemes.

H05: Th ere is no relationship between 
farmworker empowerment and benefi ciaries’ 
perceptions regarding farm worker equity share 
schemes.

H06: Th ere is no relationship between training 
and skills development, and benefi ciaries’ 
perceptions regarding farm worker equity share 
schemes.

FIGURE 1: HYPOTHETICAL MODEL OF THE STUDY 
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H07: Th ere is no relationship between access 
to resources (as measured by access to water and 
electricity; good roads; and reliable and eff ective 
equipment) and benefi ciaries’ perceptions 
regarding farm worker equity share schemes.

5. LITERATURE OVERVIEW
5.1 Equity share schemes
Palmer (2000) states that in a farm equity share 
scheme the participants (both land reform 
benefi ciaries and private sector partners) 
purchase equity in the form of shares in an 
agricultural/natural resource-based enterprise 
(either a land and operating company or separate 
land and operating companies). Participants 
receive returns in the form of dividends and 
capital growth. Equity can be purchased directly 
through the grant or through interest received 
from a debenture issued by the enterprise to the 
participants. According to Tom (2006), ownership 
of equity focuses on who owns the productive 
assets of society and the manner in which 
ownership can be better distributed. Th erefore, 
share ownership is a model that broadens capital 
ownership amongst workers. It allows employees 
to purchase shares without having to pay a deposit, 
as well as no salary deduction, no commitment 
of the employees’ pension fund and no personal 
liability. Th is form of shared ownership traces 
its roots back to the concept of “empowerment” 
which means giving power to people who are in 
a disadvantaged position within the organisation 
(Vaca, 2003).

5.2 Stakeholder trust
Harrison (2016) regards trust as the willingness to 
accept vulnerability based on positive expectations 
of another’s behaviour, thus allowing people to 
rely on others without feeling obliged to protect 
themselves with legal precautions at every turn. 
Greenwood and Van Buren (2010:426) concur 
that trust is the reliance by one person, group, or 
organisation, on a voluntarily accepted duty on 
the part of another to recognise and protect the 
rights and interests of all others engaged in a joint 
endeavour or economic exchange. Matuleviciene 
and Stravinskiene (2015:601-602) suggest that 
stakeholder trust consists of controllable factors 
(e.g. corporate reputation and organisational 
trustworthiness) and uncontrollable factors (e.g. 
inborn or acquired during growth, and factors 

related to the environment).

5.3 Operational risk
Operational risk refers to the risk that management 
and staff  encounter on a daily basis, which requires 
constant monitoring so that it does not aff ect the 
expression of the implementation of activities 
(Croitoru, 2014:21). Operational risk is thus the 
prospect of loss resulting from inadequate or 
failed procedures, systems or policies (KPMG 
Business Dialogue, 2012). Operational risk in 
this study will be assessed by means of access 
to funding, weather conditions and exploitation 
of workers. Access to fi nance is the ability of 
individuals or enterprises to obtain fi nancial 
services, including credit, deposits, payment, 
insurance, and other risk management services 
(Brav, 2009:263). Baiyegunhi and Fraser (2014:79) 
state that funding and credit can be accessed from 
either the formal or informal fi nancial sectors. 
However, the services of commercial banks, 
which are the main providers of credit, are oft en 
not suitable for poor smallholder farmers as they 
do not possess payslips as proof of payment and 
do not have collateral for loans. According to 
Chan and Ryan (2009:2640), weather conditions 
such as high or low temperatures, rain, snow 
or wind could reduce the pleasure of outdoor 
activities and impact on agricultural produce 
(droughts or fl oods). Pines and Meyer (2005:155) 
argue that multinational organisations oft en 
exploit workers by shift ing a signifi cant portion 
of their operations to countries with low wages, 
in seeking for the highest profi ts.

5.4 Government interventions
Belsky and Wacter (2010) regard government 
intervention as regulatory action taken by 
a government in order to aff ect or interfere 
in decisions made by individuals, groups, or 
organisations regarding social and economic 
matters. According to Olowa and Olowa 
(2014:487), traditionally, governments intervened 
in the agricultural sector in order to improve 
sector coordination and effi  ciency, but now the 
agricultural sector has forms of protection and 
subsidies. Th e agricultural sector also relies 
on non-agricultural policy and expenditure 
decisions, which are beyond the control of 
ministries of agriculture, such as spending on 
rural infrastructure (roads, irrigation), land 
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reform policy, education and health services.

5.5 Two-way communication
According to Lombard (2011:3489), two-way 
communication is regarded as an interactive 
dialogue between an organisation and its customers 
or stakeholders. According to Versosa and Garcia 
(2009:1), strategic two-way communication 
refers to the design of action plans intended to 
promote voluntary changes in the behaviour of 
stakeholders whose endorsements are crucial to 
the success of reform initiatives. It employs the 
tools of persuasion and negotiation, rather than 
the power of laws, coercion or incentives, to 
identify involved parties’ underlying interests and 
promote their understanding of and support for a 
proposed reform. Markos and Sridevi (2010:93) 
further state that employees are not sets of pots 
into which one pours out ideas without giving 
them a chance to respond to issues that matter to 
their job and life.

5.6 Farmworker empowerment
Stander and Rothmann (2010) defi ne 
empowerment as intrinsic motivation manifested 
in an individual’s orientation to his or her work 
role in terms of meaning, competence, self-
determination and impact. Strydom (2003:242) 
regards empowerment as the process through 
which personal, interpersonal, socio-economic 
and political powers are gained in order for a 
community to change their circumstances. Th is 
could be accomplished by identifying their own 
problems and solutions and implementing them 
through co-operative eff orts, by mobilising 
local resources. Manzoor (2012) states that 
for employees to be empowered, they should 
participate in designing their own jobs, they 
should be motivated and, consequently, their 
productivity will increase. Heemstede (2013) 
concurs that the ultimate goal is to encourage 
employees to act in ways that increase their 
control over their personal and community lives 
in order to create the impetus for social justice.

5.7 Training and skills development
Hammond and Churchill (2018) regard training 
and skills development as the offi  cial ongoing 
educational activities within an organisation, 
which are designed to enhance the fulfi llment and 
performance of employees. Mmbengwa, Botes, 

Gundidza, Nephawe and Maiwashe (2011:387) 
state that South Africa institutionalised skills 
development for workers in 1998 by enacting the 
Skills Development Act (No. 97 of 1998). Th is 
Act provided a framework for developing and 
improving the skills of South African employees. 
Paterson (2003:1) concurs that the central focus 
of the National Skills Development Strategy is 
to address huge disparities in education, skill 
and wage levels in the working population, and 
to utilise the workplace as an active learning 
environment. To fulfi l this mission, fi ve objectives 
have been identifi ed to drive the National Skills 
Development Strategy: developing a culture of 
life-long learning; fostering skills development 
in the formal sector for productivity and 
employment growth; stimulating and supporting 
skills development in small, medium and micro 
enterprises; promoting opportunities for skills 
development in social development initiatives 
and assisting new entrants into employment in 
the labour market (Andrie, 2016:43).

5.8 Access to resources
Th e United States Department of Agriculture 
(2016) states that a resource is something people 
can use to satisfy their needs. Resources could be 
anything from ground water, grass, land, people to 
musical compositions. Farmer capacity to employ 
improved technology and investment depends on 
access to productive resources (Anaglo, Boateng 
& Boateng, 2014:13). Investment in infrastructure 
in general and in transport, water and energy in 
particular, is considered a crucial prerequisite 
for sustainable economic development (Frosch, 
2010:2). In this study, access to resources such 
as water, electricity, roads as well as reliable and 
eff ective equipment will be investigated. Th e 
reliable operation of equipment results in reduced 
repair costs and the improved quality of work 
performed by operative employees (Nesterov, 
Sozaev & Pikin, 2011:828). Eff ectiveness could be 
assessed by ensuring that equipment is exploited 
in comparison to its theoretical potential (e.g. 
high scrap, losing market share, high levels of 
inventory, poor quality in products and labour, 
long lead times and the existence of many 
sources of waste in production processes) (Singh, 
2016:64).
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6. RESEARCH DESIGN AND 
METHODOLOGY
6.1 Research paradigm
Th ere are two basic research paradigms to be 
adopted in general, which are positivistic and 
phenomenological research. Th erefore, this study 
adopts a positivistic research design by means of 
quantitative research used during the empirical 
study. Th is is achieved through a descriptive 
and exploratory research approach in order to 
assess benefi ciaries’ perceptions regarding farm 
worker equity share schemes in South Africa 
concentrating on the variables introduced for the 
hypothetical model.

6.2 Population and sampling 
Th e population of this study includes all farm 
worker equity share schemes operating in South 
Africa. At the commencement of the study, the 
Department of Rural Development and Land 
Reform (DRDLR) was contacted to obtain the 
most recent list of farm worker equity share 
schemes. Although the DRDLR could not assist in 
providing a database of the equity share schemes, 
it is likely that about 88 or more farm worker 
equity share schemes exist, as per the confi dential 
report produced in 2010 (Hall & du Toit, 2014). 
Th e same fi gure of 88 farm worker equity share 
schemes is mentioned by Cousins (2016:8).

Th e sample for this study was guided by the 
analyses to be employed in the study, among 
which was factor analysis. Williams, Onsman 
and Brown (2010:4) state that Tabachnick’s rule 
of thumb suggests at least 300 cases. A total of 
20 farms utilising worker equity share schemes 
were selected from the self-developed database. 
As the population was self-created and some 
information was outdated, the researcher opted 
to use non-probability sampling. Convenience 
and purposive sampling were used to select the 
20 farms for participation in this study. It is noted 
that some farms were eliminated from the list 
because their contact details were not working 
and others had gone out of business, whilst a few 
did not want to participate in the study. Ideally, 
a total of 15 farm workers were targeted per 
farm, to whom the measuring instrument was to 
be administered. However, due to a variation in 
these farm worker equity share schemes, less than 
15 workers were selected on some farms while 

more than 15 workers were selected in others; 
this resulted in a total sample size of 341 farm 
workers.

6.3 Data Collection
Wilson (2010:134) notes that there are two basic 
types of data, namely, secondary and primary 
data. Secondary sources for the literature review 
was obtained through desktop research using 
journal articles, textbooks and the Internet. Th e 
primary data for this study was obtained using 
the survey method by means of self-administered 
structured questionnaires. In this regard, the aim 
was to target 300 farm workers in South Africa, 
within which the farm worker equity share 
schemes operate. Ethical clearance was obtained 
from the Nelson Mandela University before the 
empirically study was conducted.

6.4 Questionnaire design
A questionnaire is a tool of data collection that 
comprises a set of questions designed to generate 
data suitable for achieving the objectives of a 
research project, and it has the capacity to collect 
vast quantities of data from a variety of respondents 
(Wilson, 2010:148). Th e questionnaire enables 
the collection of information in a standardised 
manner which, when gathered from a 
representative sample of a defi ned population, 
allows for the inference of results to the wider 
population. Th erefore, a questionnaire is used as 
the primary data collection method in this study. 
Th e questionnaire used in this study consists of 
three sections:

• Section A analyses the impact of seven factors 
(independent variables) on benefi ciaries’ 
perceptions regarding farm worker equity 
share schemes in South Africa using a seven-
point Likert-type ordinal scale. 

• Section B analyses benefi ciaries’ perceptions 
regarding farm worker equity share schemes 
in South Africa by means of a seven-point 
Likert-type ordinal scale. 

• Section C consists of nominal-scaled questions 
meant to solicit background information from 
the respondents (biographical characteristics), 
such as their gender, age, ethnic group, 
educational background and employment 
level. 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

655

Th e use of a seven-point scale, ranging from 
strongly agree, moderately agree, slightly agree, 
neutral, slightly disagree, moderately disagree, to 
strongly disagree.

6.5 Data analysis
Th e data collected during this study was transferred 
to an Excel spreadsheet and was analysed using 
the Statistica computer programme. Various 
statistical methods are used in this study. Th e 
measuring instrument was assessed for validity 
and reliability. Exploratory factor analysis was 
used to assess construct validity through both 
convergent and discriminant validity. A cut-off  
point of 0.4 was used and at least three items 
were loaded per factor in order to be regarded 
as acceptable. Th e 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). Cronbach’s alpha 
coeffi  cient was used to assess the internal reliability 
of the study variables. Regression and correlation 
analysis were used to test relationships between 
the dependent and independent variables, and to 
test the stated null-hypotheses of the study.

6.6 Reliability and validity of the measuring 
instrument
Cronbach’s alpha is the most popular approach to 
determination of data reliability in behavioural 
sciences (Drost, 2011:111-112). In this study, 
Cronbach’s alpha coeffi  cient was used to measure 
internal consistency reliability. Th e internal 
consistency of each of the factors was assessed by 
calculating Cronbach’s alpha: the value >0.6 was 
considered to represent a suffi  cient standard of 
reliability. Th e acceptance of a value >0.6 was in 
line with the value indicated by Maden and Köker 
(2013:574). Hazra and Gogtay (2017:19) equate 
validity to accuracy and state that it is the level of 
conformity of a measured or calculated quantity 
to its actual or true value. Validity ensures that the 
individual scores of an instrument are meaningful 
and, above that, enable the researcher to draw 
good conclusions from the sample population 
being studied (Mohamad, Sulaiman, Sern & 
Salleh, 2015:165). In this study, exploratory 
factor analysis was used through assessing 
discriminant validity. Face and content validity 

was also ensured through expert judgement of 
management researchers and a statistician, pilot 
study and a thorough literature study.

7. EMPIRICAL RESULTS
7.1 Demographical profi le of respondents
Th e demographical results are depicted in Table 
1 below.

TABLE 1: DEMOGRAPHICAL COMPOSITION OF 
RESPONDENTS 

Demographics Range %

Gender
Male

Female
No answer given

57
41
2

Age (Years)

below 16
16 – 20
21 – 30
31 – 40
41 – 50
51 – 60

Above 60
No answer given

2
7

41
20
18
8
2
2

Scheme 
benefi ts

Only Dividends
Only Assets

Dividends & Assets
No answer given

72
9

14
5

Type of 
farming

Wine
Dairy

Summer Crops
Winter Crops
Oilseed Crops

Sugar Cane
Deciduous Fruit
Subtropical Fruit

Citrus Fruit
Animal Production
Dairy Production

Vegetables
Other

No answer given

24
2

12
1
1
0
0
1

56
1
0
1
0
3

Type of 
employment 
contract

Full-Time
Part-Time
Seasonal
Casual
Other

No answer given

49
8

17
1

22
3
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Employment 
period (Years)

1 – 5
6 – 10

11 – 15
16 – 20

21 and more
No answer given

48
17
10
10
12
3

Existence of 
scheme (Years)

1 – 4
5 – 8

9 – 12
13 – 16

17 and more
No answer given

23
13
35
24
2
3

Member of 
scheme

Yes
No

No answer given

43
55
2

Source: Author’s own construction

Table 1 shows the demographic profi le of the 
respondents according to eight characteristics. 

7.2 Exploratory factor analysis results
Exploratory factor loadings are depicted in Table 
2 below. Independent variables (factors) and the 
dependent variables, benefi ciary perceptions 
regarding farm worker equity share schemes are 
presented. Factor loadings of greater than 0.4 
were considered signifi cant.

TABLE 2: EMPIRICAL FACTOR STRUCTURE 

Latent variable Items

Stakeholder trust 
(ST)

ST1, ST2, ST3, ST4, 
ST5, TWC4, TWC5, 

FE2, FE4, FE5, TSD2, 
TSD3

Risk: weather 
conditions (RWC1) OR4, OR5, OR6

Risk: worker 
exploitation (RWE2) OR7, OR8, OR9

Government 
interventions (GI)

GI1, GI2, GI3, GI4, 
GI5

Farm owner/
manager support 
(FOS)

TWC2, TWC3, FE1, 
TSD4

Access to resources 
(AR)

AR1, AR2, AR3, AR4, 
AR5, AR6, AR7, AR8, 

AR9, TSD5
Perceptions of equity 
share schemes (ESS)

ESS1, ESS2, ESS3, 
ESS4, ESS5, ESS6, ESS8

Source: Author’s own construction

Table 2 indicates that all fi ve items (ST1, ST2, 
ST3, ST4, ST5) that were expected to measure 
‘stakeholder trust’, two (TWC4, TWC5) of the 
fi ve items that were expected to measure ‘two-
way communication’, and three of the fi ve items 
that were expected to measure ‘farm worker 
empowerment’ (FE2, FE4, FE5), as well as two 
of the fi ve items that were expected to measure 
‘training and skills development’ (TSD2, 
TSD3) loaded onto one factor. Th is means that 
respondents viewed these items as a single 
construct termed ‘stakeholder trust’. Table 2 also 
shows that respondents perceived the individual 
underlying dimensions of ‘operational risk’ 
(access to funding, weather conditions and worker 
exploitation) as separate dimensions. Th is means 
that respondents view ‘operational risk’ as a two-
pronged variable. Th is indicates that respondents 
viewed ‘operational risk’ as consisting of a 
dimension related to ‘weather conditions’ on the 
one hand and ‘worker exploitation’ on the other. 
Th ree (OR4, OR5 and OR6) of the nine items that 
were expected to measure ‘operational risk’ loaded 
on one factor, which is termed ‘risks related to 
weather conditions’. Th is means that respondents 
viewed these items as a single construct termed 
‘risks related to weather conditions’. Th ree (OR7, 
OR8, OR9) of the nine items that were expected to 
measure ‘operational risk’ loaded onto one factor; 
this is termed ‘risks related to worker exploitation’. 
Th is means that respondents viewed these items 
as a single construct termed ‘risks related to 
worker exploitation’. One (OR3) of the nine items 
that were expected to measure ‘operational risk’ 
cross-loaded and was deleted as it lacks suffi  cient 
discriminant validity for further analysis. Only 
two (OR1 and OR2) of the nine items that were 
expected to measure ‘operational risk’ loaded on 
one factor; however, all these items were deleted 
on the basis of lack of suffi  cient validity.

Table 2 also indicates that fi ve items (GI1, GI2, 
GI3, GI4, GI5) that were expected to measure 
‘government interventions’ loaded onto one 
factor. Th is means that respondents viewed these 
items as a single construct termed ‘government 
interventions’. Table 2 further indicates that 
two of the fi ve items (TWC2, TWC3) expected 
to measure ‘two-way communication’ and one 
of the fi ve items (TSD4) expected to measure 
‘training and skills development’ as well as one 
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of the fi ve items (FE1) expected to measure ‘farm 
worker empowerment’ loaded onto one factor. 
Th is means that respondents viewed these items 
as measures of a single construct renamed ‘farm-
owner/manager support’. One of the fi ve items 
expected to measure ‘two-way communication’ 
(TWC1) and one item expected to measure 
‘training and skills development’ (TSD1) cross-
loaded. All these items were deleted, as they 
lack suffi  cient discriminant validity for further 
analysis. One item (FE3) that was expected to 
measure ‘farm worker empowerment’ could not 
load to a signifi cant extent (p < 0.4); this led to 
the deletion of this item and was not used in 
subsequent analyses. It can therefore be concluded 
that the items that were expected to measure 
‘two-way communication’, ‘operational risk’, ‘farm 
worker empowerment’ and ‘training and skills 
development’ are not suffi  ciently valid for the 
respondents to interpret as expected, thus, some 
of these items were interpreted by respondents as 
measures of ‘farm owner/manager support’, ‘risks 
related to weather conditions’ and ‘risks related to 
worker exploitation’ as well as ‘stakeholder trust’.

Table 2 indicates that all nine items (AR1, AR2, 
AR3, AR4, AR5, AR6, AR7, AR8, AR9) that were 
expected to measure ‘access to resources’ and one 
of the fi ve items expected to measure ‘training and 
skills development’ (TSD5) loaded onto one factor. 
Th is means that respondents viewed these items 
as a single construct termed ‘access to resources’. 
Furthermore, Table 2 indicates that seven of the 
fi ft een items (ESS1, ESS2, ESS3, ESS4, ESS5, ESS6 
and ESS8) used to measure ‘perceptions of farm 
worker equity share schemes’ loaded onto one 
factor. Th is indicates that respondents viewed 
these items as measures of a single construct 
termed ‘perceptions of farm worker equity share 
schemes’. Th ree items (ESS7, ESS9 and ESS13) 
cross-loaded and were not considered for further 
analysis. 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 framework 
had to be adapted.

7.3 Reliability testing 
Table 3 depicts the Cronbach’s alpha values of the 
variables.

TABLE 3: CRONBACH’S ALPHA VALUES OF 
MEASURING INSTRUMENTS: THEORETICAL 

MODEL

Measuring instrument Cronbach’s alpha 
values

Stakeholder trust (ST) 0.87
Risk: weather 
conditions (RWC1) 0.53

Risk: worker 
exploitation (RWE2) 0.55

Government 
interventions (GI) 0.76

Farm owner/manager 
support (FOS) 0.71

Access to resources 
(AR) 0.82

Equity share scheme 
(ESS) 0.87

Source: Author’s own construction

Th e results presented in Table 3 indicate 
Cronbach’s alpha values between 0.5 and 0.9. 
Th is means all instruments have a fair degree of 
reliability greater than 0.50 (De Leng, Stegers-
Jager, Husband, Dowell, Born & Th emmen, 
2017:247). All variables had values greater than 
0.70 (usually regarded as acceptable), except the 
two risks variables (values > 0.50). In this study, 
the internal reliability for the initial and fi nal 
values remained the same because there was no 
need to remove any item during the analysis.

7.4 Descriptive statistics
Table 4 shows the descriptive statistics for the 
study variables.

TABLE 4: DESCRIPTIVE STATISTICS

Variable Mean Standard 
deviation

Stakeholder trust (ST) 4.602 1.218
Risks related to weather 
conditions (RWC) 4.570 1.310

Risks related to worker 
exploitation (RWE) 4.947 1.595

Government 
intervention (GI) 3.924 1.258

Farm owner support 
(FOS) 4.286 1.322

Access to resources (AR) 4.601 1.290
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Perceptions of equity 
share schemes (ESS) 3.674 1.230

Source: Author’s own construction

Th e results show that respondents tend to 
agree that stakeholder trust (mean score 4.602) 
is important in farm worker equity share 
schemes. Th is implies that the respondents value 
stakeholder trust. Table 4, above, further shows 
that the respondents agree that risks related 
to weather conditions (mean score of 4.570) 
infl uence farm worker equity share schemes. 
Th ese farm workers are of the opinion that severe 
droughts, climate change and ground erosion 
could impact farm worker equity share schemes. 
Th e results also show that respondents agree that 
risks related to worker exploitation (mean score 
of 4.947) have an impact on farm worker equity 
share schemes. Th e respondents take worker 
exploitation in terms of unequal pay, child labour 
and long working hours seriously. Th e results also 
show that most respondents are neutral regarding 
government interventions (mean score of 3.924). 
Th is means that the respondents lack information 
on the role of government in equity share 
schemes. It appears that the respondents are not 
convinced that government offi  cials explain land 
reform and provide support in terms of confl ict 
resolution, mobile medical clinics and transport 
for farm workers. Tables 4 further shows that the 

respondents consider farm owner support (mean 
score of 4.286) to be important for equity share 
schemes and that they value farm owner support. 
Th e aspects valued by respondents in this regard 
include providing negotiation practices, allowing 
constructive criticism, providing training to be 
able to serve as offi  ce bearers of the scheme and 
ensuring that farm workers are confi dent in using 
their abilities/skills to do their job eff ectively. Th e 
results also show that the respondents agree that 
access to resources (mean score of 4.601) plays 
an important role in farm worker equity share 
schemes. Th is means that the success of farm 
equity share schemes depends on the availability of 
resources such as an adequate supply of water and 
electricity, modes of transport, well-maintained 
roads and safe equipment. Table 4 further shows 
that the mean scores for general benefi ciaries’ 
perceptions of farm worker equity share schemes 
(mean score of 3.674) tend to cluster around 
point four somewhat disagree). Th is implies that 
respondents do not agree or are neutral towards 
most of the statements regarding perceptions of 
the implementation of farm worker equity share 
schemes

It is noted that relatively high standard deviation 
scores are indicated for all the variables (scores > 
1), indicating variability around the mean scores.

TABLE 5: REGRESSION ANALYSIS: THE INFLUENCE OF INDEPENDENT VARIABLES (STAKEHOLDER 
TRUST, RISKS RELATED TO WEATHER CONDITIONS, RISKS RELATED TO WORKER EXPLOITATION, 

GOVERNMENT INTERVENTION, FARM OWNER SUPPORT AND 

Regression summary for dependent variable: Farm worker equity share 
schemes

Parameter Beta b* Std. Error B Std Error T value P-value
ST 0.162 0.062 0.163 0.063 2.605 0.009**
RWC 0.084 0.047 0.079 0.044 1.793 0.739
RWE -0.035 0.050 -0.027 0.039 -0.694 0.488
GI 0.292 0.053 0.285 0.052 5.451 0.000***
FOS 0.284 0.059 0.263 0.055 4.826 0.000***
AR 0.067 0.049 0.064 0.047 1.356 0.176

R R2 F Std Error of estimate P
64% 0.41566050 35.092 0.94890 p< .00000

* = p < 0.05
** = p < 0.01
*** = p < 0.001

Source: Author’s own construction
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7.5 Regression analyses
Table 5 indicates the infl uence of farm worker 
equity share schemes on the dependent variables 
(outcomes).

Table 5 indicates that the R2 of 0.416 explains 42% 
of variability in the model as explained by the 
moderating variable (farm worker equity share 
schemes). Table 5 further shows that operational 
risks related to weather conditions (r =0.084, NS) 
and worker exploitation (r = -0.035, NS) as well as 
access to resources (r = 0.067, NS) do not exert a 
signifi cant infl uence on ‘farm worker equity share 
schemes’.

Table 5 further indicates that stakeholder trust (b = 
0.163, p < 0.01) and government interventions (b 
= 0.285, p < 0.001) as well as farm owner support 
(b = 0.263, p < 0.001) are positively related to 
farm worker equity share schemes. Th is implies 
that farm workers tend to trust farm owners or 
managers when they are allowed to share their 
opinions before fi nal decisions regarding farm 
equity schemes are made. Farm workers also feel 
that government should timeously monitor the 
implementation of equity share scheme policies 
based on a legal framework. Furthermore, when 
farm workers receive training which enables 
them to serve as offi  ce bearers for the equity share 
scheme to which they belong, they feel that they 
are empowered as benefi ciaries.

8. CONCLUSIONS AND 
RECOMMENDATIONS
Th is study provided an opportunity to understand 
equity share schemes in South Africa based on 
the latest available information pertaining to their 
operation and the challenges they face. Equity 
share schemes provide an opportunity for the 
farm owner and farm workers to learn from each 
other as opposed to the previous setting in which 
workers did not have shareholding rights and 
were, therefore, deprived of some opportunities. 
Stakeholder trust can make or break equity share 
schemes, it is thus important to maintain a high 
level of trust between role players at all times, as 
was also supported by Greenwood and Van Buren 
(2010:425-438). Among the drivers of lack of 
trust is poor communication of information and 
a trend of unfulfi lled promises; improvement on 
these issues could improve the level of trust. It is 

also important to note that, when one is respected 
and not deprived of any opportunities, it raises 
enthusiasm and creates a positive attitude towards 
work. Government can be a mediator and leader 
within, or the creator of, an enabling environment 
for equity share schemes, as also suggested by 
Jordan (2017:8). Government interventions 
bring hope to all parties, simply because they 
feel supported and recognised by government. 
Government offi  cials should not visit farms with 
equity share schemes only once and disappear 
thereaft er. It is important that government 
contacts equity share schemes regularly in order 
to monitor progress and to understand the 
challenges in place to meet the set targets for 
equity share schemes and, where possible, to 
work together to resolve any challenges.

As the farm owner supported the move to 
establish a farm worker equity share scheme, it’s 
the duty of the farm owner to ensure that the well-
intentioned objectives of the scheme are realised. 
Th is will happen when the farm owner ensures 
that the farm workers are provided with all the 
support that they need and where the farm owner 
does not have the expertise, such help should be 
sourced from those with the expertise, as also 
proposed by Davis and Terblanché (2016:245). 
Farm workers join equity share schemes because 
they have certain perceptions regarding equity 
share schemes. It is important that everyone 
involved discusses benefi ciaries’ perceptions so 
that everyone is well informed and aligned to 
the reality of the equity share schemes, what can 
be achieved and what they intend to achieve in 
future.

Some hypotheses tested had to be reformulated as 
a result of the formulation of the adapted model:

• H02 is modifi ed into H02.1 and H02.2: 
• Hypothesis H02.1: Th ere is no relationship 

between operational risk related to weather 
conditions and benefi ciaries’ perceptions 
regarding farm worker equity share schemes. 

• Hypothesis H02.2: Th ere is no relationship 
between operational risk related to worker 
exploitation and benefi ciaries’ perceptions 
regarding farm worker equity share schemes. 

• H04, H05 and H06, modifi ed into H04.1
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TABLE 6: BUSINESS IMPLICATIONS REGARDING FACTORS IMPACTING FARM WORKER EQUITY SHARE 
SCHEMES 

No. Business implications regarding stakeholder trust

1 Th e motives/intentions of the farm owner/manager towards farm workers should be good 
and treat them with dignity and respect.

2 Farm workers should be able to raise any personal and/or work-related concerns with the 
farm owner/manager.

3 Farm owner/manager should keep promises regarding work-related matters.

4 Farm worker should be able to share opinions about sensitive issues with the farm owner/
manager.

5 Farm worker should be able to tell the farm owner/manager about mistakes made on the job, 
even if it might damage their reputation.

6 Th ere should be an open discussion with the farm owner/manager regarding a farm worker’s 
performance on the farm.

7 Farm worker should be allowed to share opinions before fi nal decisions are made regarding 
the equity share scheme.

8 Farm owner/manager should give a farm worker signifi cant autonomy in determining how 
to do his/her job.

9 Farm worker should have a great deal of control over what happens in his/her job on the 
farm.

10 Farm owner/manager should provide farm workers with relevant information regarding 
operation of the equity share scheme.

11 Literacy training programmes should be off ered to all farm workers.

12 Continuous skills development programmes should enable access to decent jobs for all farm 
workers.

No Business implications regarding government interventions

13 Government offi  cials should explain land reform and its implications to benefi ciaries of the 
equity share scheme.

14 Government should where possible provide additional fi nancial support for the equity share 
scheme.

15 Government should provide non-fi nancial support to members of the scheme (e.g. confl ict 
resolution, mobile medical facilities and transport).

16 Government should monitor the implementation of equity share scheme policies based on 
a legal framework.

17 Absence of corrupt practices by government should contribute to the eff ective management 
of the equity share scheme.

No. Business implications regarding farm owner support

18 Th ere should be eff ective negotiation practices to reach consensus regarding work-related 
matters.

19 Constructive criticism regarding work-related matters should be allowed amongst all 
stakeholders.

20 Farm owner/manager should ensure that a farm worker is confi dent in using his/her abilities/
skills to do the job eff ectively.

21 Equity share scheme members should receive training which enable them to serve as offi  ce 
bearers for the equity share scheme.
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TABLE 6: BUSINESS IMPLICATIONS REGARDING FACTORS IMPACTING FARM WORKER EQUITY SHARE 
SCHEMES (CONTINUED)

No. Business implications regarding equity share schemes:
22 Farm workers should be off ered dividends/assets by the equity share scheme. 

23 Th ere should be initial discussions between the provincial offi  ce/government, farm owner 
and workers regarding the establishment of the equity share scheme.

24 Th e equity share scheme should obtain legal services to form a legal entity (e.g. trust).

25 Th e government should be responsible for providing farm workers with a grant in order to 
buy shares in the equity scheme.

26 All stakeholders should agree that in the case of failure to pay the scheme, assets can be 
accepted as collateral.

27 Workers should be allowed to infl uence the fi nancial/operational decisions of the equity 
scheme.

28 Shares received from the scheme should not be transferred to multiple heirs/outsiders.
Source: Author’s own construction

• Hypothesis H04.1: Th ere is no relationship 
between farm owner support and benefi ciaries’ 
perceptions regarding farm worker equity 
share schemes. 

Regarding the hypotheses testing, the following 
empirical results were identifi ed:

• It appears that there is a statistically 
signifi cant relationship between stakeholder 
trust and benefi ciary perceptions regarding 
farm worker equity share schemes (H01 
rejected). Respondents are of the opinion 
that trust among stakeholders, especially the 
farm owner/manager, farmworkers and the 
government could contribute to the eff ective 
functioning of the equity share scheme. 

• In this study, no statistically signifi cant 
relationship was found between operational 
risks related to weather conditions and 
benefi ciary perceptions regarding farm worker 
equity share schemes (H02.1 accepted) as well 
as between operational risks related to worker 
exploitation and benefi ciary perceptions 
regarding farm worker equity share schemes 
(H02.2 accepted). 

• It appears that there is a statistically 
signifi cant relationship between government 
interventions and benefi ciaries’ perceptions 
regarding farm worker equity share schemes 
(H03 rejected). Respondents valued 
government interventions in the eff ective 
functioning of farm worker equity schemes 
such as offi  cials explaining land reform to 

benefi ciaries and proving fi nancial and non-
fi nancial support. 

• Th ere is a statistically signifi cant relationship 
between farm owner/manager support and 
benefi ciaries’ perceptions regarding farm 
worker equity share schemes (H04.1 rejected). 
Respondents are of the opinion that the farm 
owner/manager should allow workers to 
participate in decisions regarding aspects of 
their jobs and that they receive training in 
becoming offi  ce bearers in the equity share 
scheme. 

• It appears that there is no statistically 
signifi cant relationship between access 
to resources and benefi ciary perceptions 
regarding farm worker equity share schemes 
(H07 accepted). 

9. BUSINESS IMPLICATIONS
Table 6 highlights some business implications 
based on the independent variables (stakeholder 
trust, government intervention and farm owner 
support) and dependent variable (perceptions 
regarding farm worker equity share schemes).
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ABSTRACT
Th e entry of new players to the South African 
services industry, due to stagnant growth in 
developed markets, has intensifi ed the need for 
local companies to remain competitive. Th is 
requires informed decision-making abilities by 
identifying loss-making products and focusing 
on profi table ones by, among others, the accurate 
allocation of indirect costs. Traditional costing 
methods (TCM) – a system used to allocate 
indirect costs – worked well when indirect costs 
were immaterial. However, it led to inaccurate 
management decision-making. An alternative to 
TCM is activity-based costing (ABC) that evolved 
to time-driven activity-based costing (TDABC). 
Th e aim of the paper was to determine whether the 
development of a TDABC framework would lead 
to improved product costing and, in turn, pricing 
decisions. A case study approach in the cash 
services industry in South Africa was followed 
by comparing and contrasting the results of the 

TCM and newly developed TDABC models. 
Th e results revealed that under the current 
TCM, there is cross subsidisation between two 
divisions, ultimately leading to inaccurate pricing 
of products and sub-optimal decision-making. 
TDABC – as opposed to TCM – leads to improved 
decision-making. Th is paper contributes to the 
growing literature on TDABC, especially within 
the context of a services company.

Keywords: activity-based costing; traditional 
costing methods; time-driven activity-based 
costing 

INTRODUCTION 
New entrants to markets have increased 
competition, which has intensifi ed the need for 
accurate and relevant fi nancial and non-fi nancial 
information to make improved decisions (Cardos 
& Pete, 2011:152, Gliaubicas & Kanapickiene, 
2015:254). Companies are searching for 
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alternative markets – such as in South Africa 
– as the growth in these developed markets 
has stagnated (Bloomberg, 2019). However, 
the increased competition requires informed 
decision-making by identifying loss-making 
products and focusing on profi table products 
(Gliaubicas & Kanapickiene, 2015:256). In order 
to remain competitive in a services industry, 
companies must implement more complex costing 
systems to keep track of product and service 
costs while maintaining and improving quality 
(Özkan & Karaibrahimoğlu, 2013:420). Accurate 
costing of delivering services has become key for 
companies’ survival (Kannaiah, 2015:276-278). 
Th e measurement of success of any organisation 
requires the appraisal of its operations and 
processes, such as the quality of its products and 
services, its operational profi ciency and its ability 
to manage costs (Naidoo, 2011:109).

Management accounting is a tool to assist in 
decision-making, and also plans formulation 
and operations control (Mahal & Hossain, 
2015:66). Product costing models, as part of 
management accounting, are critical components 
in management processes such as determining 
prices, budgeting and planning (Hoozeé & 
Hansen, 2018:144). Traditional costing methods 
(TCM) oft en utilise direct labour hours as an 
overhead cost allocation driver – products and 
services with higher direct labour hours will 
be allocated more indirect costs. Th is system 
worked well for organisations that manufactured 
large volumes of a few products and/or had 
immaterial overhead costs (Popesko, 2009:38). 
For this reason, organisations that continue to 
use traditional overhead absorption techniques 
are likely to make inaccurate cost management 
decisions that could possibly be devastating 
(Akyol, Tuncel & Bayhan, 2005:139; Sartorius, 
Eitzen & Kamala, 2007:2). Akyol et al. (2005:139) 
found that TCM leads to over- or under-costing 
of products. ABC is considered an alternative 
to TCM (Akyol et al., 2005:136). Th is costing 
method could lead to improved decision-
making as a result of enlightened product-cost 
information and improved understanding of 
activities that lead to overheads and greater 
accessibility to relevant costs for a wider range of 
decisions (Wessel & Shotter, 2000:216). However, 
obstacles in the implementation of ABC have 

led to the development of time-driven activity-
based costing (TDABC) (Kaplan & Anderson, 
2003). Th e time equation is the focus of TDABC, 
which allocates the costs from resource cost 
pools to products or cost objects, but allows them 
to consume resources in diff erent proportions 
depending on their specifi c characteristics 
(Kaplan & Anderson, 2004, 2007; Hoozeé & 
Hansen, 2018:144). TDABC captures more 
variation and complexity, providing the same high 
quality information. TDABC can provide quality 
information on customer and channel profi tability 
by refl ecting the cost diff erences between low-
demand, simple-to-service customers and high-
demand, complex customers (Barndt, Oehlers & 
Soltis, 2015:27).

Th e question can be raised whether the 
development of a time-driven activity-based 
costing framework would lead to improved 
product pricing and costing decisions. A recent 
study in South Africa, also following a case 
study approach, was conducted by Reynolds, 
Fourie and Erasmus (2018), who developed and 
implemented a TDABC framework for SMEs 
with resource constraints. One of the key fi ndings 
was that it is practical to implement TDABC 
at a manufacturing SME. Th e framework was, 
however, developed for a manufacturing SME 
and not for a company in the services industry. 
Th is current study aims to extend this research 
to a cash services company. Hoozeé and Hansen 
(2018), on the other hand, conducted a numerical 
experiment comparing TDABC and ABC. Th ey 
found that TDABC is more accurate than ABC 
when “traceability of resources to activities is 
high and activity traceability to products is low” 
and vice versa. Th eir research is, however, based 
on a simulated example as opposed to a real-life 
case study.

Th is paper aims to answer the question of whether 
TDABC leads to improved pricing and costing 
decisions by comparing and contrasting the 
current TCM with a newly developed TDABC 
model in a South African cash services company.

Th is paper contributes to the literature by 
applying TDABC to a real-life case study in the 
services industry.
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FROM TCM TO TDABC 
TCM assigns indirect costs to products or cost 
centres on a subjective basis, resulting in cost 
centres oft en ‘absorbing’ costs not directly caused 
by them (Back, Maxwell & Isidore, 2000:48). In 
1963 already, Peter Drucker highlighted that 
TCM lacks accuracy and relevance, leading to 
mutual subsidy between products (Cardos & Pete, 
2011:155). Direct materials and labour cost can 
be traced directly to products, and therefore TCM 
makes use of direct labour or machine hours as 
basis for the allocation of indirect costs (Manalo, 
2004:8). Inaccurate allocation of the latter results 
in inaccurate decision-making by managers. 
Th ough simple and cost eff ective, TCM is merely 
aimed at cost controlling and cost cutting. 
Th e system is not focused on optimising cost, 
reducing process waste and errors, or ensuring 
quality management (Srinivasan, 2008:4).

In order to address the shortcomings of TCM, 
ABC was introduced in the manufacturing sector 
in the United States of America (USA) during the 
1980s (Ashford, 2011:3). ABC measures the cost of 
products by identifying activities driving the cost, 
and allocating indirect cost to products based on 
these activities. It is perceived as an improvement 
to TCM (Akyol et al., 2007:136). However, as with 
any other costing system, ABC has its limitations. 
Some of the main reasons why organisations 
choose not to implement ABC include: high cost 
to implement, perceived design complexity, lack 
of fi nancial and technical resources, increased cost 
to gather costing information from stakeholders 
through interviews and surveys, costly and time-
consuming to update and maintain, and the 
decision-making process can be quite lengthy 
(Sartorius et al., 2007:7; Srinivasan, 2008:17; 
Demeere, Stouthuysen & Roodhooft , 2009; Öker 
& Adigüzel, 2010; Mahal & Hossain, 2015:71). 
Another obstacle identifi ed was the resistance 
against the change to ABC as managers are 
comfortable using TCM to run their operations.

As mentioned above, ABC was initially designed 
for the manufacturing sector. However, service 
organisations can also utilise ABC, but they are 
more customer-focused than manufacturing 
organisations are. Th e focus is rather on the 
number of activities performed in order to create 
customer satisfaction with the aim to lower the 

‘cost to serve’ (Ashford, 2011:5). Knoetze (2000:36) 
maintained that effi  ciency and eff ectiveness 
are critical in this industry. Th ere are two main 
inhibitors of effi  ciency and eff ectiveness, namely 
cross-subsidisation among customers and cross-
functional internal processes. Cross-subsidisation 
adversely aff ects customer pricing schedules 
and as a result customer profi tability reporting 
cannot be relied upon. Th e most important cost 
is the skilled labour involved in the production 
of services, such as the cost of legal, accounting 
and actuarial teams. Th ese costs are categorised 
as service overheads and can be compared to 
manufacturing overheads in a factory (Ashford, 
2011:6). Th e conventional ABC system aimed at 
measuring product cost and customer profi tability 
on a monthly basis. Th e latter is a goal befi tting 
for motivating activities relating to process 
improvement, product pricing and customer 
relationships. However, the process required 
substantial resources to collect and process the 
data monthly. Additionally, it required quite 
some resources to prepare management reports; 
for some organisations, all this could possibly 
take more than 30 days to prepare (Kaplan & 
Anderson, 2007:15).

According to Kaplan and Anderson (2007:18), 
TDABC is quicker and cheaper, and simplifi es 
the costing process as the requirement to 
interview and survey employees to collect costing 
information is eliminated (Barndt et al., 2015:25). 
TDABC is intended to eliminate problems 
with implementation by varying the collecting 
data method on activity times, and through 
the adjustment of the procedure to calculate 
the activity cost. It takes an aggregate view of 
resources and uses time as its primary cost driver, 
since the majority of resources, such as employees, 
have measurable capacities based on the amount 
of time they work (Szychta, 2010:53).

In order to design a TDABC model, two sets 
of estimates are required, neither of which are 
diffi  cult to obtain. Th e fi rst is the calculation of 
the cost of supplying the resource capacity, for 
example considering a department responsible 
for handling client orders. Th e TDABC 
model calculates the cost of all the resources 
consumed by this department to operate such as 
management, employees, occupancy, equipment 



668
WWW.IBC-CONFERENCE.COM

and technology. Th e total cost is divided by the 
capacity, i.e. the time employees take to perform 
the work is used to obtain the capacity cost rate 
(Kaplan & Anderson, 2007:18).

Th e second set of estimates required is the capacity 
cost rate. Th is is used to allocate the departmental 
resource costs to cost objects or products. Th is 
is done by determining the demand for resource 
capacity (usually time) that each cost object needs 
(Kaplan & Anderson, 2007:18).

TDABC, a simplifi ed method of ABC, requires a 
forecast of the practical capacity of the supplied 
resources (at a consolidated level) as a percentage 
of their theoretical total capacity (Szychta, 
2010:53).

In addition, TDABC does not need all products or 
services to be identical. It makes provision for the 
time estimates to diff er on the basis of the varying 
demands of services. Th e TDABC model follows 
the actual processes used to accomplish the work 
throughout the organisation. As a result, the 
TDABC model can capture more complexities and 
variations than a conventional ABC model can. 
Th is can be achieved without an ever-increasing 
demand for data estimates, processing capabilities 
or storage. A complex organisation using TDABC 
can therefore embrace this complexity as opposed 
to being forced to use basic, simplifi ed and oft en 
inaccurate ABC models (Kaplan & Anderson, 
2007:18).

A weakness of this approach, however, is that 
departmental managers are responsible for 
making estimates as input for calculations. If 
these estimates are too arbitrary, substantial 
errors can occur, which can lead to inaccurate 
information about product pricing and costs 
(Szychta, 2010:57).

To summarise – TDABC utilises time equations 
that directly and automatically allocate resource 
costs to the activities executed and transactions 
processed. Only two parameters must be 
estimated, namely: 1) the capacity cost rate for 
the department, and 2) the capacity consumption 
by each transaction processed in the department 
(Kaplan & Anderson, 2007:19).

Parameter 1: Th e capacity cost rate is defi ned 
below:

Parameter 2: Th e capacity consumption by each 
transaction processed in the department. In 
most cases, this is the time taken to perform each 
transaction. Th e time estimates can be determined 
by either conducting interviews with the relevant 
managers or by direct observation. Similar to the 
estimation of practical capacity, precision is not 
critical, and moderate accuracy is acceptable. 
As opposed to the percentages that employees 
subjectively estimate for a conventional ABC 
model, the capacity consumption estimates in a 
time-driven model can be easily observed and 
validated (Kaplan & Anderson, 2007:20).

RESEARCH DESIGN 
Th is paper followed an exploratory, single 
case study research approach. Interviews with 
representatives from information technology 
(IT), human resources (HR), fi nance, sales, 
planning, operational and support offi  ce 
management were conducted. Th e selection 
criteria for the respondents were those with an 
understanding of, and being able to infl uence, 
how business support service (indirect) costs are 
being incurred in the company. Th e interviews 
were a guided conversation rather than a 
structured query. Interviews were held in the 
manager’s offi  ce where participants felt the most 
comfortable. Th e interviews were half an hour to 
an hour long, and the interviewer took fi eld notes 
of the interview. In line with in-depth interview 
case study research, participants were asked “facts 
of matter” questions, as well as their opinions 
about events. Key interviewees who assist in this 
manner are considered “informants” and provide 
the researcher with corroboratory or contrary 
sources of evidence (Yin, 2009:107).

Interviews with the above-mentioned key players, 
as well as system end-users, were conducted 
and analysed. Th e aim of the interviews was to 
document and describe the company’s centralised 
business support services departments and to 
gain an understanding of the cost drivers of 
each department. Furthermore, information on 
departmental activities and resources consumed 
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was gathered.

Content analysis was utilised to collect data from 
the company’s enterprise resource planning 
(ERP), management reports, external stakeholder 
reports and any internal information systems. 
Information was gathered to obtain a better 
understanding of what the current status of 
costing is. Th e objective was then to develop 
a TDABC framework that the company could 
utilise going forward. A comparison between the 
current costing system (TCM) and that of the 
newly developed model was evaluated.

RESULTS 
In order to provide a solution to the set research 
problem, a case study approach was followed. 
Th e case study operates in the cash services 
industry in South Africa. Th e company has had 
a monopolistic advantage over South Africa’s 
cash services industry due to the high capital 
requirement to enter the market. Th is has been 
a signifi cant barrier to market entry for over 
three decades. However, globalisation, a weaker 
South African rand against major international 
currencies and stagnant growth in developed 
markets have seen international and well-
established players enter the South African cash 
services market.

Background of case study 
Th e case study company is a leader in the South 
African cash services and solutions industry 
with a vision to expand into the rest of the South 
African Development Community (SADC). It 
provides cash logistics, guarding, processing 
and storage solutions for the banking and retail 
industry. Th e company is looking at replacing 
the TCM currently in use with an easy to 
implement and manageable cost allocation 
system, in order to provide management with 
more precise information regarding product 
cost and profi tability. Management’s objective is 
to implement an allocation system from which 
product and service costs refl ect the true cost 
of product production. Th e aim is to be able to 
identify non-value adding support activities 
that can be eliminated to save costs and also to 
identify costly activities that can be targeted for 
re-engineering.

Th e company has a centralised business framework 
to enable eff ective business support. Management 
identifi ed the business support section as an area 
where cost allocation can be improved. As a fi rst 
step, routine, transactional tasks were moved to 
business support to process it more effi  ciently 
and at a lower cost. Th is resulted in operations to 
be free to focus on improving customer service. 
Management requested the support services to 
aid this cost reduction agenda by ensuring they 
deliver maximum value at minimum cost.

Th e company has eight centralised business 
support services or departments: 1) sales, 2) group 
department, 3) risk management, 4) fi nance, 
5) operations support, 6) human resources, 
7) information technology, and 8) facilities 
management. It off ers services to their customers 
through two divisions: Processing and storage, 
and logistics.

• Processing and storage (Division 1): Th is 
division is responsible for the processing and 
facilitation of all cash handling and deposit 
processing services and off ers the market 
fi ve products: Processing & packing of cash; 
notes sorting; coin management; solutions 
for foreign currency; and retail cash deposit 
processing. 

• Logistics (Division 2): Th is division is 
responsible for the physical transfer of items 
of high monetary value from one location 
to another, using armoured, satellite tracked 
vehicles and armed guards. Th is division 
off ers the market three products: Cash in 
transit; guarding for bank branches; and ATM 
solutions. 

In order to provide business support services by 
the eight departments, the company incurred 
actual costs in excess of R 760 million for the 2017 
fi nancial year. Th is cost is anticipated to increase 
by 11.4% for the 2018 fi nancial year. Business 
support services account for a signifi cant 25.6% 
of total expenditure, which must be allocated and 
absorbed by products and services. Th e accuracy 
of product and services pricing is reliant on the 
accurate allocation of business support services, 
an allocation based on consumption of the 
resource.
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A graphical summary of the business support 
services cost breakdown is shown in Figure 1.

A further analysis of the total business support 
offi  ce costs indicates that staff  costs account for 
close to three fi ft hs of the centralised services’ 
annual expenditure. Th is is in line with the main 
purpose of the offi  ce, which is to be run by experts 
and specialists in the industry. Th e staffi  ng costs 
include employees’ salaries, staff  training and 

travel costs. Premises costs are costs incurred for 
the accommodation of the centralised business 
support services. Th e grouping of costs includes 
the offi  ce rental, utilities, telephone, cleaning and 
security. Vehicle costs are incurred as a result of 
the provision and usage of company cars. Fixed 
assets are the annual amortisation of assets, 
including printers, laptops, database servers, 
furniture and presentation equipment.

FIGURE 1: ANNUAL BUSINESS SUPPORT SERVICES COST BREAKDOWN 

TABLE 1: BUSINESS SUPPORT SERVICES COSTS ABSORBED BY DIVISIONS
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Business support services do not generate any 
revenue, as the departments provide a service 
only to the two internal divisions. Th e two internal 
divisions are the profi t centres, as they are direct 
producers of sellable products as opposed to the 
business support services departments that are cost 
centres. Knowledge about profi t and cost centres 
is key for management decision-making, 1) which 
products to produce and which to terminate, and 
2) determining customer profi tability and which 
customers require intervention.

Current allocation model
Currently, business support service costs are 
arbitrarily allocated to the two divisions using 
revenue earned by each division as the basis 
for the allocation. Currently, the allocation of 
the business support services cost is performed 
in two stages: Firstly, the revenue earned by a 
division is divided by the total revenue earned by 
the company, to obtain a percentage. Secondly, 
the percentage calculated in the step above is 
used to calculate the portion of business support 
services costs that the division will absorb. Th ese 
are the costs that will be passed onto the products 
produced by the division using TCM.

Table 1 shows the cost portions of business 
support services, Division 1 and 2, respectively, 
absorbed in the 2017 fi nancial year. Th e two 
divisions’ combined cost is R760 million.

Developing a TDABC framework 
Th e following guidelines to develop a TDABC 
framework, as provided by Kaplan and Anderson 
(2007:175), were followed:

i. Business analysis: Interviews were conducted 
with relevant departments’ managers and 
supervisors to defi ne each department’s major 
activity groups and activities. Additionally, 
transactional drivers were further identifi ed, 
their source system and developed time 
estimates noted. 

ii. System integration: Data on cost drivers were 
collected from fi nancial and operational 
source systems. Data were reviewed for 
reasonableness and further investigations were 
done on questionable data and anomalies. 

iii. Model development: Operations of 

departments were modelled and defi ned, and 
equations loaded into the system. 

iv. Business performance management 
reporting: Th e fi nal step was the designing of 
the dashboard for the reporting and analysis 
of information and results. 

As presented earlier, two parameters are required 
to determine the TDABC model: 1) capacity 
cost rate, and 2) capacity consumption by each 
transaction processed in the department.

Parameter 1 – capacity cost rate 
Th e cost of capacity, i.e. the total business support 
services cost, was sourced from the enterprise 
resource planning (ERP) system. Th e practical 
capacity of resources supplied was determined 
by calculating the practical capacity of the 
employees and departments of the company. Th e 
employees’ number of working days per month 
were translated to hours – employees at business 
support services’ offi  ce work a 9-hour day in 
line with the South African Basic Conditions 
of Employment Act (BCEA). Th e total capacity 
calculated per employee for 2017 was 2 241 hours 
(refer Appendix 1). Leave and normal idle time 
were not included in the calculation of employee 
capacity, as the fi nal results were not signifi cantly 
aff ected.

Departmental capacity was calculated (refer 
Table 2) as the total hours that an employee 
in a department off ers, times the number of 
employees in the eight departments of business 
support services.

See below for departmental cost rate equation 
and calculation results:

Th e departmental cost rate per hour is refl ected 
in Table 3. Th e group management costs are 
the highest, as their remuneration is higher due 
to their specialised skills. Th e cost of capacity 
is the business support services cost, while the 
departmental practical capacity is refl ected in 
Table 2.

Parameter 2 – Capacity consumption
Th e second estimate needed was for the 
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departmental activities and time required 
to perform each transaction. Departmental 
activities and percentage of resources consumed 
were obtained through interviews with relevant 
departmental managers and process engineers. 
Th e result is presented in Table 4.

Th e business support service costs absorbed as 
per the TDABC split were calculated as follows:

• Firstly: Th e major departmental activities 
were identifi ed. Th ereaft er, each activity was 
allocated a percentage of the capacity it utilises 
(refer Appendix 2). 

• Secondly: Th e departmental activities 
resource consumption calculated above was 
further divided between the two divisions, 
again according to their consumption. 

• Th irdly: Th e allocated time was multiplied by 
the departmental cost rate. 

Th e departmental activity and utilisation 
identifi cation (refer Appendix 2) was a result 

of the face-to-face interviews conducted with 
the relevant departmental managers and the 
analysis of audited fi nancial transactions and/or 
departmental registers of work performed. Th e 
allocation of the business support services cost 
according to TDABC is presented in Appendix 4.

Comparison of TCM and TDABC
Th e allocation of business support services cost 
between Division 1 and Division 2, using the two 
cost allocation methods of TCM and TDABC, 
resulted in a variance of R40 million between the 
two divisions. Alternatively, it can be said that the 
results indicate that there is a R40 million cross-
subsidisation between the two divisions (Table 5). 
Division 1 is absorbing 5% less costs than it utilises 
to produce its fi ve products. Th is defi nitely aff ects 
management’s decisions, as product and client 
profi tability is distorted, leading to inaccurate 
product pricing and expansion decisions. Th is 
fi nding is in line with what Peter Drucker found 
in 1963, as cited by Cardos and Pete (2011:155). 
He posited that traditional costing systems oft en 

TABLE 2: DEPARTMENTAL CAPACITY CALCULATION (IN HOURS) 

TABLE 3: DEPARTMENTAL COST RATE PER HOUR
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TABLE 4: DEPARTMENTAL CAPACITY PERCENTAGE UTILISATION SPLIT

lead to cross-subsidisation between products. 
Akyol et al. (2005:136) also found that TCM leads 
to an over- and under-costing of products.

In the current cost allocation model used by the 
company, Division 1 carries 44% of business 
support service costs (driven by an arbitrary 
allocation), which is, in turn, reallocated to the 
products produced by this division. Th e R333.7 
million is absorbed into product cost, resulting in 
its eff ect on products price and marketability.

It was determined that the highest under-
recovered business support services department 
is IT (refer Appendix 5), which is mainly driven 
by Division 1’s heavy reliance on technology. Th is 
is slightly off set by a reduction in sales costs, as 
Division 1 specialises in only a few bulk customers. 
Expansion in Division 1 is predominantly current 
customers utilising more of the current or new 
services.

From the results, it is clear that the expansion of 
Division 1’s products could result in losses, as 
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product prices currently set will be inadequate to 
cover costs – resulting in an increase in business 
support services such as the IT department’s costs, 
e.g. number of users and increase in servers.

On the other hand, Division 2 (refer to Appendix 
6) carries 56% of business support service costs. 
According to the current traditional methodology, 
this cost is then reallocated to the three products 
produced by this division. Th e R426.4 million is 
absorbed into products, overstating the cost of 
producing these products, resulting in high prices 
and rendering the company uncompetitive in the 
market. Division 2’s products are overpriced. 
Management strategy might be to divest from this 
market as they might consider the company not 
being the lowest cost producer in the industry. 
Such a decision will be devastating, as Division 2 
is currently subsidising business support services 
cost by over 5%. However, an expansion could 
drive profi tability of clients and the company.

CONCLUSION
Th is paper fi nds that the implementation of 
TDABC will lead to improved product pricing and 
more accurate decision-making by management. 
Th e results indicate that there is a signifi cant cross-
subsidisation between the two divisions that could 
lead to inaccurate choices made by the company. 
Th is paper is, according to our knowledge, the 
fi rst to develop a TDABC framework in a services 
company in South Africa and contributes to the 
literature on costing systems of TCM, ABC and 
TDABC. Th is framework will meet the needs of 
management to have more precision information 
regarding product cost and profi tability.

Th e TDABC framework was not implemented 
in the case study company. Th is is a limitation, 
but also an opportunity for further research. 
However, the lesson learnt from this study was 
that all the knowledge that is necessary to develop 
a more refi ned costing system already exists in 

TABLE 5: VARIANCE BETWEEN TWO COST ALLOCATION MODELS

the company. Th at is, managers in the company 
have the best knowledge of the time needed to 
accomplish the diff erent tasks. In addition, as 
this framework was developed for a real-life 
company, it cannot be replicated. Nevertheless, 
the development of the framework provided 
evidence that TDABC can be applied in a service 
company to enable optimal decision-making 
when new entrants lead to increased competition.
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APPENDIX 1: EMPLOYEE CAPACITY CALCULATION (IN HOURS) 
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APPENDIX 2: DIVISIONAL CAPACITY % UTILISATION 
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APPENDIX 3: BUSINESS SUPPORT SERVICES COSTS ABSORBED AS PER TDABC SPLIT 

Source: Own Research
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ABSTRACT
Th e membership of Pentecostal-Charismatic 
churches (PCCs) have been growing drastically 
both globally and in South Africa. Th ese religious 
non-profi t organisations play an important socio-
economic development role in society and its 
sustainability is therefore vital. Th e purpose of this 
paper was to evaluate the fi nancial management 
practices in the sustainability of PCCs in 
South Africa. A multiple case study approach 
was followed using qualitative data collection 
techniques – direct participant observations 
and a self-developed questionnaire was utilised 
as an interview guide during semi-structured 
interviews with three PCCs in the Mangaung 
district in South Africa. Th e key fi ndings include 
the lack of governance due to the composition of 
the governing bodies and no balance of power. 
Th ere is a lack of proper fi nancial record-keeping 
and reporting to stakeholders. Th e managerial 
implications include that clear policies and 
procedures should be written and implemented 
to address the governance and fi nancial concerns. 
Th is study will contribute to enhancing the 
sustainability of PCCs by implementing the 
practical recommendations made.

Key words: fi nancial management practices, 
sustainability, Pentecostal-Charismatic church-
es, governance

INTRODUCTION
Faith-based organisations (FBOs) are active 
participants in the socio-economic development 
of communities as they promote social and 
community well-being (Bartkowski & Regis, 
2003; Littlefi eld, 2010; Unruh & Sider, 2005). 
FBOs are collectively defi ned as individuals 
uniting voluntarily because of their shared 
religious beliefs (Bielefeld & Cleveland, 2013; 
Breslow, 2002; Göçmen, 2013). Currently, many 
FBOs continue to provide important services 
such as education, clean drinking water, health 
facilities, HIV/AIDS prevention programmes, 
shelter homes and other amenities for diff erent 
people on the African continent and in particular 
in South Africa (Holdcroft , 2014). Such entities 
founded leading schools and universities in 
Africa, and also acted as mediators between 
the apartheid government and the liberation 
organisations in facilitating negotiations that 
culminated in a democratic South Africa through 
the 1994 elections (Kumalo, 2009). In light of the 
role they have played and continue to play, their 
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sustainability is imperative.

Religious organisations – which includes FBOs 
– fall under the broader umbrella of Non-Profi t 
Organisations (NPOs). Th e United Nations (UN) 
adopts the International Classifi cation of Non-
profi t Organizations (ICNPO) which lists twelve 
diff erent groups of NPOs, with religious groups 
falling into the tenth group of this classifi cation 
(Anheier, 2014; Toepler & Anheier, 2004). In 
clarifying the boundaries of the non-profi t sector, 
the Internal Revenue Service (IRS) of the United 
States of America (USA) cited by Libby and 
Deitrick (2016) defi nes it as any organisation 
prohibited either by its governance structures or 
by law to distribute earnings to any individual 
exercising control over the organisation such as 
directors or members. In South Africa, NPOs fall 
under the mandate of the Department of Social 
Development Act (Act No 71 of 1997), hereinaft er 
referred to as the NPO Act (Department of 
Social Development, 1997). Under this act, a 
NPO is conceived as “a trust, company or other 
association of persons established for a public 
purpose and of which its income and property are 
not distributable to its members or offi  ce bearers 
except as reasonable compensation for services 
rendered” (Department of Social Development, 
1997). On the basis of this conception, the 
Department of Social Development has the 
challenging responsibility of assisting NPOs to 
be transparent, accountable and to maintain 
adequate standards of governance. In South 
Africa, churches are tax exempt when granted the 
status of Public Benefi t Organisations (PBO) – a 
status that is renewed every fi ve years. Recently, the 
South African Revenue Services (SARS) signalled 
enforce taxing charismatic churches involved 
in the selling of various forms of merchandise, 
such as CDs, DVDs, books, anointed water, oil, 
handkerchiefs and other clothing – the sale of 
merchandise is dissimilar to tithes and off erings 
which as tax exempt (South African Revenue 
Service, 2018). Section 30 of the NPO Act which 
qualifi es South African entities as PBOs, indicates 
that to be a PBO, the organisation’s sole object 
must be to carry out public benefi t activities 
(meaning the activities laid down in Part 1 S.5 
of the Ninth Schedule of SARS’s PBO tax exempt 
schedule) and those activities must be carried 
out in a non-profi t manner and with an altruistic 

or philanthropic intent (Department of Social 
Development, 1997).

Pentecostal-Charismatic churches (PCCs) can 
be classifi ed as FBOs – and in turn as religious 
NPOs – as congregants voluntarily unite due to 
their shared Christian beliefs (Meyer, 2004). It 
has been reported that there has been a dramatic 
rise in PCCs with an estimated 500 million 
members globally (Appau & Awaworyi Churchill, 
2019). In South Africa, the latest offi  cial statistics 
from Statistics SA indicate that the PCCs adult 
membership has increased from 1996 to 2001 
with 55% to 3.4 million (Schlemmer, 2008). Some 
of the socioeconomic activities of PCCs, apart 
from their traditional role of providing religious 
services, include the provision of products 
such as books, music, videos, church regalia 
and several other paraphernalia (Schlemmer, 
2008). Additionally, they are custodians and 
proprietors of record companies, media houses, 
commercial buildings, airline transport and other 
major economic ventures, as well as organising 
special events such as annual conferences where 
fundraising is conducted through donations – all 
of these are income streams over and above tithes 
and off erings (Ukah, 2003). Given these diverse 
fi nancial activities, it is to be expected that the 
management of such fi nances have become 
more complex, requiring fi nancial management 
practices and competencies to ensure both 
sustainability of PCCs but also to be accountable 
to congregants. Over the last number of years, 
the improper fi nancial activities of many PCCs’ 
leaders have been covered in the media – both 
globally and in South Africa.

In the USA, an investigation was launched by 
Charles Grassley, a Republican Senator from 
Iowa, into the fi nances of six prominent television 
evangelists, also referred to as televangelists, who 
were allegedly improperly using their tax-exempt 
status as churches to shield lavish lifestyles 
(Strickler, 2007). In 2014, the pastor of the largest 
Pentecostal church in the world, Yonggi Chao, was 
given a three-year prison sentence, suspended for 
fi ve years and ordered to pay $4.67 million in fi nes 
to the church. His son, Cho Hee-jun, was given a 
three year sentence and taken into custody by a 
South Korean court for embezzling $12 million in 
church funds (Moon, 2014).
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PROBLEM INVESTIGATED
In South Africa, the opulent lifestyles and 
controversial practices of leaders of PCCs have 
been widely reported in popular media with 
one publication reporting that the “industry” 
generates billions of Rands but due to “secrecy 
and lack of transparency” the generated wealth 
cannot be determined (Mashego, 2019). 
Additionally, the fi nancial activities of emerging 
PCCs have also become the focal point of the 
Commission for the Promotion and Protection of 
Cultural, Religious and Linguistic Communities 
(CRL Rights Commission) as it investigated the 
commercialisation and abuse of people’s religious 
beliefs (CRL Rights Commission, 2017). Th e 
Chairperson of the commission explained that 
one of the mandates of the commission was to 
investigate the fi nancial activities of emerging 
churches to determine: 1)  how they make their 
money, 2) who collects the money, 3) what is done 
with the money, and 4) the governing principles 
that safeguard the money (Shange, 2015).

RESEARCH OBJECTIVE
Th e aim of this paper is to evaluate the fi nancial 
management practices in support of the 
sustainability of three PCCs. Th e socioeconomic 
activities of FBOs have been widely reported 
on (Bartkowski & Regis, 2003; Littlefi eld, 2010; 
Unruh & Sider, 2005), and a few studies have 
been conducted on fi nancial control in religious 
organisations (Kistler, 2008; Wooten et al., 2003). 
However, no studies on the fi nancial management 
practices of PCCs in South Africa could be found. 
Considering the important role these churches 
play in social and community development, 
their expected compliance to the NPO Act, their 
growing membership size, the negative media 
coverage on fi nancial activities and PCCs leaders’ 
luxury lifestyles, this knowledge gap needs to be 
fi lled.

DEFINING KEY CONCEPTS
Financial management
Financial management can be described as the 
planning, monitoring and control of funds, 
within an organisation, and not just the sourcing 
and recording of fi nancial information in order 
for the organisation to achieve its aim (Copley et 
al., 2017). According to Brigham and Houston 
(2012) fi nancial management is a discipline aimed 

at making decisions and managing an entity for 
the purposes of value maximisation (Brigham 
& Houston, 2012). For purposes of this study, 
fi nancial management is defi ned as a process 
involving the identifi cation of possible sources 
of funds, obtaining the funds and implementing 
strategies for the advice and use of such funds – all 
for the maximisation of an organisation’s wealth 
and to achieve the set objectives sustainably.

Sustainability
Th e concept of sustainability stems from a 
well-known speech focused on climate change 
made by Brundtland (1989). Jean-François 
(2014) defi nes sustainability as the ability of an 
organisation to serve its identifi ed stakeholders 
over time by fulfi lling its vision and mission 
and meeting its objectives. Sustainability can be 
described as developing the capacity to minimise 
fi nancial vulnerability and diversifi ed sources of 
institutional and fi nancial support (Bonardi et 
al., 2004). Sustainability is assessed from three 
perspectives namely: organisation sustainability, 
service sustainability – the services it provides, 
and fi nancial sustainability (Jean-François, 2014). 
Sustainability in NPOs can be contextualised as 
improving institutional capacity to continue its 
activities among the target populations over an 
extended period of time, minimising fi nancial 
vulnerability, and developing diversifi ed sources 
of institutional and fi nancial support (Bonardi 
et al., 2004). Mutinda and Ngahu (2016) assert 
the importance of fi nancial sustainability in 
NPOs, stating that the availability of a broader 
variation of funding options to NPOs have a 
positive bearing on their fi nancial sustainability. 
Omeri (2015) maintains that the concept of 
fi nancial sustainability cannot be applied without 
variations between profi t making organisations 
and NPOs, since their overarching purpose of 
existence is fundamentally diff erent. Th e same 
sentiment is echoed by Sontag-Padilla et al. 
(2012), arguing that fi nancial capacity must be 
clarifi ed before fi nancial sustainability can be 
conceptualised. Th ey defi ne fi nancial capacity as 
the pool of resources that allows an entity to seize 
prospects and respond to threats in the external 
environment and still maintain the fundamental 
purpose of the organisation’s existence. Th ey 
argue that the more an entity is able to maintain 
its fi nancial capacity, the more sustainable it is 
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and vice-versa. From all the defi nitions above, it 
can be concluded that organisations derive their 
purpose for existence through the provision of 
particular goods/services to a target population 
and proper management of their fi nances becomes 
a vehicle through which this purpose is fulfi lled. 
Eff ective fi nancial management is therefore the 
vehicle driving organisations towards their goal 
of fulfi lling their purposes into the long-term 
future. Governance provides a framework for 
effi  cient, transparent and accountable decision-
making in every organisation, regardless of size 
or ownership, and hence introduces benefi ts 
for sustainability. Th e concept of governance is 
therefore discussed next.

Governance
Linking both concepts of fi nancial management 
and sustainability in this paper is the notion of 
governance. Governance as a concept has attracted 
diverse descriptions because of its impact on 
both for profi t and non-profi t organisations. 
Several defi nitions of governance are therefore 
available in extant literature. However, in an 
attempt to develop a global governance indicator 
framework, Kaufmann et al. (2011) broadly 
defi ned governance as both the traditions and 
institutions by which authority is exercised and 
include by implication:

• Th e processes by which leadership is selected, 
monitored and replaced; 

• Capacity to eff ectively formulate and 
implement sound policy; and

• Respect for the institutions that govern social 
and economic interactions. 

Governance, therefore, provides a framework for 
effi  cient, transparent and accountable decision-
making in every organisation, regardless of size 
or ownership, and hence introduces benefi ts – 
such as ways of reconciling divergent interests, 
planning for strategy and succession, accessing 
capital, and branding or cultivating corporate 
image – and ensures compliance with statutes 
and standards. Underlying the roots of corporate 
governance and providing its moral guide is ethics. 
Whether at individual or organisational level, 
how organisational decisions are made matters 
from both ethical and practical perspectives. 
“Good” governance introduces a standard, 

a bar or expectation regarding the notion of 
governance by imposing preventive and punitive 
conditions linked to expected standards. Grindle 
(2010) examined notions and diverse attributes 
used to describe good governance and maintains 
that many such attributes were too prescriptive 
and raised unrealistic expectations and therefore 
suggested the use of “good enough” governance. 
Th is is a set of basic governance standards which 
are realistic and ensure that organisational goals 
can be met and sustained. Th ese concepts of 
governance, good governance and good enough 
governance, as well as their impact on managing 
organisations, have gained close attention among 
academics and management because of the type of 
concerns raised by developments in for-profi t and 
not-for-profi t fi nancial management practices 
and the impact they have on their sustainability.

One such example is the two-year ban to the PwC 
audit unit of India by the Regulator of Securities 
in the early part of 2018. Th e ban resulted from 
PwC’s disregard of glaring anomalies which 
allowed Satyam Computer Services to create fraud 
of $1.7bn (Kumar et al., 2012). Gross misconduct 
in governance is not limited to government and 
the private sector, but also occurs in NPOs and, 
particularly, in churches. Churches are now 
globally, and locally, the source of allegations 
of corruption. Keller and Owens LLC (2012:2) 
affi  rm a rising trend in signifi cant fi nancial 
fraud in churches, observing that this causes 
disruptions to church operations, creates distrust 
amongst congregants and leaders and oft en leads 
to church splits.

In South Africa, the CRL Rights commission 
subpoenaed religious practitioners for hearings 
(CRL Rights Commission, 2017). In the fi ndings 
regarding governance, it was revealed that:

1. Many PCCs had no documented codes of 
governance. 

2. Th ere were no oversight structures in most of 
these PCCs. 

3. PCCs were mostly dominated by one male 
fi gure. 

4. Th e committees of the churches, particularly 
the ones that handled fi nances, were 
constituted of related parties of the dominant 
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male fi gure. 
5. Th ere was no succession plan of leadership 

which oft en leaded to confl icts amongst 
potential successors in the absence of the 
existing or founding leader. 

Chapter nine institutions, such as the CRL Rights 
commission, have called for the regulation 
of religion aft er their investigation into the 
commercialisation and abuse of the beliefs of the 
South African public (CRL Rights Commission, 
2017). Th is recommendation has been rejected 
by parliament as infringing on the constitutional 
rights of religious bodies (Parliamentary 
Monitoring Group of COGTA, 2018). Th e fi ndings 
from the CRL Rights commission do provide 
further motivation for a proper understanding 
of the fi nancial management practices of such 
entities.

LITERATURE REVIEW
A study was conducted by Mawudor (2016) on 
the fi nancial sustainability of church related 
organisations (CROs) in Kenya. Th e study tested 
fi ve predictors of fi nancial sustainability, namely 
fi nancial management, income diversifi cation, 
resource management, income generation and 
stakeholder/donor relationship management and 
found that the fi rst four can successfully predict 
fi nancial sustainability in CROs. Th e author used 
a questionnaire and a self-administered interview 
guide. Th e study used quantitative techniques to 
test the fi ve predictors. Th e current study utilised 
qualitative techniques to evaluate the fi nancial 
management practices of three PCCs. Qualitative 
studies, specifi cally case studies, provide tools for 
researchers to investigate intricate phenomena 
within their environments (Baxter & Jack, 2008).

Abraham (2006) conducted research on fi nancial 
management of NPOs using ratio analysis. She 
argues that a NPO’s mission is the reason for 
its existence, and therefore it is appropriate to 
focus on fi nancial resources related to its mission 
including the individuals served by such mission. 
However, her study did not concentrate on 
religious NPOs, but rather on NPOs in general.

In South Africa, a number of studies have been 
carried out on the activities of FBOs in diff erent 
socio-economic environments to determine how 

they are governed, how they receive funding 
and how these funds are managed (Copley et al., 
2017; Goodchild, 2016; Hendricks & Wyngaard, 
2009). According to Hendricks and Wyngaard 
(2009), in order to address the problem of 
balance of power in the corporate world in 
the South African context, the King report on 
corporate governance was developed, mainly for 
entities in the corporate sector. Goodchild (2016) 
further argued the debate in scholarly circles 
about the use of corporate governance codes in 
the spheres of NPOs – antagonists assert that 
these codes are neither desirable nor feasible for 
NPOs, while protagonists submit that governance 
cannot be limited to only a particular sector and 
that all sectors have to be properly controlled. 
Copley et al. (2017) authored a publication 
on practical fi nancial management for NPOs. 
Again this publication does not address fi nancial 
management practices in PCCs specifi cally. Th is 
current study therefore aimed to address this 
knowledge gap.

RESEARCH METHODOLOGY
Th e study focused on Pentecostal-charismatic 
churches in the Mangaung district of the Free State 
following a multiple case study approach. Th e 
population comprised all Pentecostal-charismatic 
churches in the Manguang district. Eight churches 
were initially selected using purposive sampling – 
however, only three churches agreed to partake. 
Th e research topic is currently a sensitive one as 
it has been widely reported on in the media, and 
therefore churches were reluctant to take part. 
Th e case studies were investigated in their natural 
environment through participant observations 
utilising the direct observation method (Gephart, 
2004) – all three churches were visited at least 
twice. Th e proceedings, tithings and off erings 
were directly observed, including the counting 
of the funds aft er the service. Th e results from 
these observations were included in the results 
reported below. Semi-structured interviews 
were conducted with seven participants namely: 
the head pastor of all three churches, and four 
representatives (two from Church A and one 
from Church B and C respectively) responsible 
for the church’s fi nances. A comprehensive 
questionnaire developed from literature was 
utilised as interview schedule (Greeff , 2011). 
Semi-structured interviews are a popular method 
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of gathering data as it is fl exible and accessible 
and furthermore, capable of revealing important 
and oft en hidden aspects of human and/or 
organisational behaviour (Qu & Dumay, 2011). Th e 
questionnaire comprise the following 13 sections 
with 147 questions – the sections were identifi ed 
during the literature review: A: demographic 
information of the interviewee, B:   overview 
of the church, C: church governing body, D: 
appointment and dismissal processes, E: fi nancial 
practices (funds sourcing, usage, safeguarding 
and budgeting), F: working capital management, 
G: performance assessment, H: remuneration 
structure, I: reporting and fi nancial statements, J: 
audit requirements, K: risk management process, 
L: fi nancial sustainability, and M: communication 
to stakeholders. Th e interviews were conducted at 
the respective churches to ensure the interviewees 
were comfortable and in a non-threatening 
environment (Greeff , 2011). Th e majority of the 
qualitative data was obtained by analysing the 
narratives provided by the interviewees.

RESULTS
Th e participant observations and semi-structured 
interviews of the three case studies were analysed 
and interpreted. Firstly, the three case studies will 
be described, followed by the key themes that 
emerged from the data. In order to ensure the 
agreed upon anonymity, the three churches are 
referred to as Church A, B and C.

Case studies
Church A: Th e church represents a branch of 
a multinational church represented in over 
90 countries across Africa, Australia, Europe, 
Asia and North and South America. In South 
Africa, a branch of the multinational church was 
established in the Eastern Cape Province about 
30 years ago and subsequently registered as a 
NPO. Th e church has since grown and established 
branches in the provinces of Limpopo, Kwa-Zulu 
Natal, the Western Cape, Mpumalanga and the 
Free State. A branch of the church was established 
in Bloemfontein in 2008 and operates as a 
NPO under the licence of their National offi  ce 
in Gauteng. Th ere are many branches of this 
multinational church in Bloemfontein. Church 
A currently has 208 registered congregants, but 
Sunday services are attended by an average of a 
180 congregants. Th e head pastor is a full-time 

employee of the church, paid by the offi  ce in 
Gauteng, and neither he, nor his wife, pursue any 
other economic activity – this is the norm for all 
pastors employed by the multinational church 
globally.

Church B: Th is church has been in existence in 
the central business district of Bloemfontein for 
twelve years and is registered as a NPO under the 
NPO act. Th e church has a membership size of 
300 congregants with regular Sunday attendance 
roughly in line with the membership. Church B 
is the headquarters for all other branches in the 
country. Th ere are three other branches in the 
Free State province. Th ere are also three branches 
in the Eastern Cape Province with an average 
congregation size of 50 members. Th e head pastor 
of Church B is both the leader and founder of all 
the branches around the country.

Church C: Th is church was formed in August 
2016 and is registered as a NPO. Th e leader and 
founder is a pastor who has been in the pastoral 
fi eld for nearly 16 years. Both he and his wife are 
civil servants, i.e. they are full-time governmental 
employees. Pastoring the church is therefore a 
part-time activity which they undertake mostly 
during weekends. Th e church has one other 
branch located in Th abanchu, a town about 60 
kilometres from Bloemfontein. As it is a relatively 
young church, the membership of the church 
is around 20 adult congregants and the average 
Sunday attendance is around 30 which include 
children. Church services are held in a conference 
facility of a lodge some two kilometres outside the 
central business district of Bloemfontein.

Key themes
Th e results were divided into key themes by 
grouping the sections of the questionnaire 
(indicated in brackets) into four main themes: 1) 
governance (sections B – D), 2) fi nances (sections 
E – K), 3) fi nancial sustainability (section L), and 
4) fi nancial reporting to stakeholders (section M).

Governance 
Th ere is a formal governing structure in Church 
A with seven members comprising the executive 
committee (exco). A member serves a term of fi ve 
years with a maximum of two consecutive terms. 
Th e pastor is the head and only remunerated 
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member of this committee. Th ere are no 
scheduled dates for exco meetings as these are 
arranged at the will of the pastor, who also sets 
the agenda. Th e exco does not receive training 
on the management and administration of the 
church, only on the doctrine of the church. 
Th e pastor does not chair the meetings of the 
governing body. If a vacancy exists on the exco, a 
member can be elected to serve on the committee 
by an existing member of the exco nominating a 
candidate while another member has to second 
the nomination. Votes are cast by the exco to 
determine whether the candidate is elected.

Th e governing body – known as the council 
of elders – in Church B comprise ten members 
with none of the members remunerated, i.e. all 
are volunteers. Meetings occur quarterly and 
the agenda is set by the senior pastor although 
such meetings are chaired by the chairman. 
Interestingly, during the interviews it became 
evident that the senior pastor and his wife take all 
major decisions and not the council of elders. Th is 
is due to church policy known as the “one voice 
policy” – which makes the council of elders and 
its meeting of little signifi cance. Th e senior pastor 
appoints and dismisses all members of the council 
of elders and there is no term of offi  ce. Th e council 
of elders in Church B has pastoring as one its three 
core functions. Yet, there is an existing pastoral 
team – two members of the council of elders with 
the title of pastor – tasked with the responsibility 
of conducting pastoral activities. Th is overlap of 
duties and responsibilities between the council 
of elders as a whole and the two existing pastors 
can create confl ict and ineff ectiveness. Another 
concern is that management is mentioned as 
another responsibility of the council of elders in 
Church B. Th ere is however only one person paid 
by the church for conducting daily managerial 
and administrative duties, but he is not a member 
of the council of elders. Th e other managerial 
functions that the council of elders should fulfi l 
include planning, organising, commanding, 
controlling and coordination. A quarterly 
meeting is inadequate to eff ectively perform these 
functions.

Church C has no formal governance structure 
and decisions are primarily made by the pastor 
and his wife. Th is congregation has only been 

in existence for two years and still has a small 
number of congregants. An ad hoc committee 
was formed recently to assist in decision-making 
but this committee is yet to be given a name and 
responsibilities.

Finances
Each of the three PCCs had varying practices 
around fi nances. Th e key concerns – specifi c to 
each church – are presented in Table 1.

Th e focus of the safeguarding of funds is on 
the counting and depositing of funds. It was, 
however, discovered that some of the churches 
had experiences of money having gone missing 
before and aft er counting, as well as asset 
misappropriation. Th e main method of giving 
tithes and off erings is using cash and this has a 
way of attracting criminals.

It was discovered that bank reconciliations are 
not prepared by any of the cases. Fraud can 
occur in the form of illegitimate debit orders, 
and deductions of negligible amounts which will 
only be uncovered by preparing a monthly bank 
reconciliation.

Th e following results relate to risk management 
and strategy formulation of the three churches.

1. Th e risks faced by the churches are not 
identifi ed, assessed, monitored or measured; 
and there is a lack of planning to ensure 
long-term sustainability – basic statistics, 
such as attendance of services by congregants 
and the number of services held, which all 
impact church fi nances and their ultimate 
sustainability could not be given with 
precision. 

2. Th ere is a lack of strategic direction – 
although all three churches have a vision and 
mission printed on pull up banners erected at 
every Sunday service, there are no strategic 
documents in place to assist in meeting the 
vision and the mission of these churches. 

Financial sustainability
Th e three churches investigated receive no 
external fi nancial support from other institutions 
such as government, however it seems that these 
churches still seem to survive. Th ere was a clear 
understanding by the senior pastors and founders 
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of the churches about how the availability of 
consistent cash fl ows impacted their sustainable 
future. Th e leaders and founders of the churches 
oft en develop ways to fi nance budget short falls 
such as utilising personal funds or organising 
fundraising events.

Th e lack of external fi nancial support from 
government leads to a sole dependency on 
congregants for fi nancial sustainability. All the 
cases studied rely on the tithes and off erings of 
the congregants for their church’s fi nancial up 

keep.

Financial reporting to stakeholders
During the interviews conducted with the 
leadership of Churches B and C, it was uncovered 
that they had no knowledge of the NPOs Act (71 
of 1997) which stipulates their legal obligation to 
present fi nancial year-end statements and other 
fi nancial reports to: 1) the members of the NPO, 
2) the director of NPOs, and 3) members of the 
public who are allowed access to these records as 
per the discretion of the director of NPOs.

TABLE 1: KEY CASE STUDY CONCERNS AROUND FINANCE PRACTICES

Church Key concerns 

A

Th e fi nancial secretary is responsible to disburse funds, prepare monthly receipts 
and payments for both Church A and its head offi  ce. Financial transactions are 
recorded manually and income and expenses are captured chronologically – and 
not grouped – in one book. Th e latter moves around between the fi nancial secretary 
and the rest of the “fi nance team” responsible for counting money during Sunday 
services. Th e receipts and expenditure account is deemed to be the annual fi nancial 
statements of the church.

B

Th ere is a treasurer and also a Chief Financial Offi  cer (CFO) who is the wife 
of the senior pastor. Th e treasurer is a teacher by profession and the CFO has a 
degree in agriculture – neither having any fi nance or accounting background. Th e 
responsibilities of the treasurer and the CFO are very diffi  cult to distinguish. Th e 
church does not have a budget. When the church plans a conference, funds are 
requested from congregants between a week and a month in advance of the event. 
Th e absence of cash fl ow and operational budgets causes cash shortfalls, resulting in 
failure to meet recurring expenditure such as rent and the salary of the only employee 
of the church, a pastor with the job title of offi  ce manager. Cash shortfalls are funded 
by requesting donations from church members who pledge, but generally only 60% 
redeem their pledges. Th e senior pastor and his wife fund defi cits from their private 
resources when congregants are unable to meet the expenses in full or do not redeem 
their pledges. Th e shortage of cash is a constant occurrence in Church B. Th e church 
has a fi le for all source documents, such as receipts, invoices and quotations. Th e 
fi le is not organised by date or category. Th ere is one book in which all income and 
expenses are recorded. Th e book is kept either at the church offi  ce or at the house 
of the person responsible for record keeping. Bank reconciliations are not prepared, 
while online banking is used to determine the revenue collection from people who 
made pledges and also whether there are enough funds to meet expenses.

C

Th e church operates one bank account. Sources of funds are primarily tithes and 
off erings but only the senior pastor and his wife pay tithes in the church. When 
there are fi nancial shortfalls, it becomes the responsibility of the senior pastor and 
his wife to fund these. Th ere is one fi le for keeping all source documents, however 
the documents are not labelled. Th ere is only one notebook for the recording of all 
transactions on a cash basis only. Th e only accounts prepared are simple receipts 
and payments accounts at the end of every calendar year. Th e receipts and payments 
accounts are prepared by a person with an honours qualifi cation in education.

Source: Own research
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MANAGERIAL IMPLICATIONS
Th e qualitative data collected through the semi-
structured interviews conducted and direct 
observations revealed that although the sampled 
case studies manage to continue to exist, there are 
a number of serious issues that can be addressed to 
enhance their long-term fi nancial sustainability.

Church A and B have governing structures, but 
the senior pastor of Church C has only recently 
appointed an ad hoc committee. A key fi nding 
was that there are serious concerns regarding the 
governance in all the churches studied.

Governance
Th is fi nding will be presented as follows: 1) 
composition of the governing body, and 2) 
balance of power.

Composition of the governing body
Th e members of the council of elders in Church 
B have no terms of offi  ce, i.e. they are appointed 
for an indefi nite period. Furthermore, the senior 
pastor selects, appoints and dismisses the council 
members. Th is is poor governance as members 
might i) start lacking objective judgement aft er 
serving too long, and ii) the senior pastor may 
inappropriately appoint or dismiss members that 
for example lack independence, i.e. have a confl ict 
of interest or diff er from him by challenging his 
approach.

Balance of power
Th e senior pastor has too much power as he sets 
the agenda for meetings without receiving input 
from members and in the case of Church A 
meetings are set at his will. A concerning discovery 
was that although Church B has a governing body 
in the form of the council of elders, the decisions 
taken by the senior pastor and his wife supersedes 
their decisions.

Th is fi nding is in line with the primary 
concerns of the CRL Rights commission – in 
their investigation on the practices of religious 
institutions – that there is a lack of governance 
structures in charismatic churches (CRL Rights 
Commission, 2017). According to principle 8 
of King IV, the governing body should ensure 
that the structures promote independence and 
assist in the balance of power (IoD, 2016). It is 

therefore recommended that: 1) a clear and 
transparent policy/procedure should be written 
and implemented explaining the terms of offi  ce 
– including the length of term, number of terms, 
appointment and dismissal – for a governing 
body member in line with King IV, 2) meetings 
dates are set in advance, 3) the agenda should be 
open for input by all governing body members, 
and 4) decisions should be taken collectively by 
the respective governing bodies.

Finances
It was found that the fi nancial management 
practices of all three churches adversely impact 
their sustainability. Th e following are fi ndings 
with resultant recommendations.

Finances are managed, recorded and reported by 
individuals without a fi nancial and/or accounting 
background. It is therefore recommended that the 
church governing body appoint at least one, but 
preferably a team, with fi nancial background to 
manage, prepare and report fi nancial statements 
to stakeholders.

Th e fl ow of funds – both cash and electronic – 
are not monitored which could lead to fraud. 
Counting of cash should be done by at least two 
people and, if possible, a third person should 
confi rm and record the transactions in a cash 
journal. Cash should be deposited as soon 
as possible. In cases where money cannot be 
deposited at a bank immediately, the cash must be 
secured in a safe – and the safe should be locked 
at all times, with controlled access granted to a 
limited number of people – until it is deposited 
at the bank within a stipulated period. Apart 
from the use of petty cash, payments done in 
cash should be discouraged, since they make the 
tracking of transactions diffi  cult and also increase 
the risk of lost cash or purse-snatching. Th is 
however, could be impractical, as not all members 
will have access to internet banking. Furthermore, 
the churches should have comprehensive written 
policies and procedures to guide and standardise 
practices in the safeguarding of funds, including 
encouraging more cashless transactions.

It is recommended that bank reconciliations must 
be prepared on a monthly basis to allow early 
detection of online fraud. Furthermore, with 
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authorising online transactions, there should be 
segregation of duties – at least two individuals 
with diff erent user names and passwords – one 
person initiates the transaction, while the second 
person reviews the validity of and accuracy of 
the initiated transaction before approving the 
payment.

A fi nding relating to the fi nancial sustainability is 
that the three churches rely solely on the income 
sources of tithes and off erings. It is therefore 
recommended that they try and diversify their 
funding sources through the sales of books, 
and investing in income generating assets. Most 
pastors of Pentecostal-Charismatic churches 
place substantial emphasis on the so called 
“prosperity gospel” – the mission to get their 
congregants to understand the need to become 
fi nancially successful themselves because the 
fi nancial condition of congregants directly aff ects 
the fi nancial condition of the churches and hence 
their sustainable future.

Another key fi nding was that there is a lack of 
compliance with the NPO legislation regarding 
fi nancial reporting due to unfamiliarity with 
such legislation. Most PCCs are of the opinion 
that fi nancial information is private and cannot 
be divulged to all the members of the church 
(CRL Rights Commission, 2017). Th is is 
evidenced in the impasse that arose between the 
CRL Rights commission and PCCs. Th e CRL 
Rights commission attempted to establish the 
fi nancial management practices of most religious 
organisations.

It shows that there are wide variances in the 
expectations of public regulators and the 
practices and expectations of NPOs regarding 
reporting requirements. Th is fi nding can assist to 
inform policy remedies such as the development 
of a simple appropriately compliant template for 
reporting to stakeholders. An example of a simple 
stakeholder reporting template could easily be 
tested and developed.

Th e many stakeholders that have to be managed 
such as government, media, the local community 
and congregants had not been well mapped 
to determine the levels of interest and power 
possessed by all these diff erent stakeholders.

CONCLUSIONS
It was revealed that there is a lack of governance 
in the three PCCs evaluated due to incorrect 
principles applied relating to the composition of 
the board and balance in power. Furthermore, 
the fi nancial management practices applied 
are detrimental to the sustainability of these 
churches. Th e paper provides insight into the 
governance and fi nancial management practices 
of three PCCs. Th is is the fi rst study of this kind 
performed on PCCs in South Africa with a 
valuable contribution especially considering the 
role the socio-economic role these entities play 
and the public scepticism about the abuse of 
fi nancial resources by senior pastors. Th e primary 
constraint to this study was that churches were 
not willing to be part of the study because of the 
research topic. Many letters were sent to invite 
churches who initially were willing, but later did 
not respond. Th e fi ndings of the study cannot be 
generalised to all PCCs or religious NPOs, but the 
recommendations can be implemented by NPOs 
to encourage sustainability. Th e study opens 
up further opportunities to enquire into the 
fi nancial practices of NPOs, other than churches. 
Furthermore, a longitudinal study could be 
conducted where the recommendations made in 
this study could be implemented and tested as to 
whether sustainability was enhanced.
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ABSTRACT 
Objectives and Prior Work 
Stakeholders realise the value and impact of 
Responsible Investment upon making informed 
decisions about investments. Due to this more 
organisations are pressured to report on RI 
performances and positive and/or negative 
strategies to address ESG issues and to implement 
ESG policies into the primary strategy of their 
operations. Th ere are many governments and 
organisations globally which support sustainable 
investment and as one such administration, 
South Africa has legislated to manage RI issues 
(www.gov.za). Recognition is given to the both 
CRISA and PRI as well as taking the integrated 
environmental, social and governance (ESG) 
considerations into the investment decision 
making process into consideration when assisting 
in identifying, managing and mitigating potential 
ESG risks to achieve sustainable long-term 
investment outcomes.

Approach 
Th e study followed a qualitative research approach 
where the primary method used to obtain data 
was a survey through questionnaires sent to all 
South African asset and fund managers.

Results 
Th e result was discussed under the following 
headings: Research data conclusion: JSE/SRI 
Index: Research data conclusion: Awareness of 
ESG; Research data conclusion: Risks to ESG; 
Research data conclusion: Drivers of ESG; 
Research data conclusion: Barriers to ESG; 
Research data conclusion: Addressing ESG 
challenges and Research data conclusion: Total 

SRI Index

Contribution 
Th e research results indicate should reveal 
which measurements are actually impacting and 
infl uencing stakeholders’ decisions and actions. 
Th is would also help with the elimination of 
irrelevant measurements, thereby reducing 
perplexity among stakeholders and companies as 
to which measurements are useful.

1.1. INTRODUCTION 
Over the years, the South African government 
took a leading role, initiating programs aimed 
at responsible investing and the landscape was 
reshaped by the introduction of laws and principles 
aimed at promoting responsible investment. 
Responsible investment (RI) frequently referred 
to as sustainable investment (SI) has suffi  ciently 
increased momentum to propel itself into the 
mainstream of investments. As indicated by the 
Global Sustainable Investment Alliance, in 2016, 
responsible investment assets amounted to 26% 
of all assets professionally managed in Asia, 
Australia, New Zealand, Canada, Europe and the 
United States (McKinsey, 2019:2).

Asset managers are becoming more responsible by 
integrating environmental, social and governance 
(ESG) considerations into their investment 
processes (Camilleri, 2017:2). Th e challenge, 
however, is that it is not easy to survey or gauge 
the actual environmental and social impact of 
their decisions and their commitment.

1.2. RESPONSIBLE INVESTING 
South Africa not only introduced the Code for 
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Responsible Investing (CRISA) in 2011 and the 
Schroder Global Investor study (2018), it is the 
second country, aft er the United Kingdom, to 
formally encourage investors to take into account 
environmental and social factors in conjunction 
with traditional fi nancial analyses when settling 
on business and investment choices (Corporate 
Governance Review, 2013:305). In research done 
in 2017, 89% of the South African investors 
participated, revealed that responsible investing 
has become more important to them (Schroders 
Global Investor Study, 2017:14).

Responsible investment came to fruition because 
of environmental issues including global warming 
and climate change. Environmental issues 
refer to energy consumption, the availability of 
usable water, diff erent forms of pollution, waste 
management and environmental problems 
which are created by organisational decisions, 
pollutants, toxic gas emissions, improper waste 
management and disposal (www.cfa.org). Th ese 
environmental challenges become potential 
risk factors for investors, as environmental 
problems can result in losses. Initiatives to repair 
environmental damage such as pollution carry 
fi nancial costs, thus investments towards the 
prevention of environmental problems reduce the 
risk of eventual fi nancial losses (Camilleri, 2017).

Th e United Nations has played a signifi cant 
role in promoting RI. Th e concept of RI has 
spread worldwide among various institutions 
due to the Principles for Responsible Investing 
(PRI) developed in 2006 under the auspices of 
Kofi  Annan, the former Secretary General of 
the United Nations. PRI has a foundation of six 
principles (www.unpri.org). Th ese principles form 
guidelines for the more than 1500 of its signatories, 

who incorporate these principles to consider ESG 
factors in their investment strategies (www.unpri.
org). Stakeholders are becoming more aware of 
the environmental, social and governance related 
issues and are inclined to expect investment 
managers to invest their money in organisations 
that follow ESG principles (Syed, 2017:2).

As stakeholders realise the value and impact of 
RI, they want to make informed decisions about 
investments. Th ese stakeholders include all 
organisations, businesses, groups, institutions and 
individuals that infl uence or are being infl uenced 
by an organisation’s decisions or its operations 
in various ways, such as contributors to pension 
funds, the employees, customers, suppliers, the 
government and shareholders (Carroll, 1991:44). 
As a result, more organisations are pressured to 
report on RI performances and positive and/or 
negative strategies to address ESG issues and to 
implement ESG policies into the primary strategy 
of their operations.

However, the impetus for these changes is not 
solely from the private sector. Th ere are many 
governments and organisations globally which 
support sustainable investment and as one such 
administration, South Africa has legislated to 
manage RI issues (www.gov.za). Table 1 refl ects 
a list of selected legislation on ESG matters in 
South Africa.

1.2.1.  Responsible investing in South Africa: 
theories and fi ndings 
South Africa has taken RI serious when compared 
to its emerging market peers, is viewed as a leader 
in this fi eld. Responsible investment purposes 
are distinct from conventional investment in the 
sense that these investment portfolios balance 
consideration of both social and fi nancial factors 

TABLE 1: SELECTED LEGISLATION IN SOUTH AFRICA RELEVANT TO ESG MATTERS 
(SOURCE: MANS-KEMP AND VIVIERS (2016, 106))

Environment Society Governance
National Environmental 
management Act (1998)

Broad-based Black Economic 
Empowerment Act (2003)

Pension Funds Act 
(1956):Regulation 28

Environmental Conservation 
Act (1989)

Unemployment Insurance Act 
(2001) Companies Act (2008)

National Water Act (1989) Basic Conditions of 
Employment Act (1997)

Consumer Protection Act 
(2008)

Th e Constitution: Section 24 Skills Development Act(1998) National Credit Act (2005)
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(Van der Ahee & Schulschenk, 2013:3). Th is 
form of investment has a powerful appeal to 
certain investors. Th ere are many factors that 
inspire investors to choose RI; they include 
environmental and social concerns, such as 
global warming and climate change (Yan, Ferraro, 
& Almandoz, 2018:25).

1.2.1.1. Responsible investment (RI) and 
environmental, social and governance (ESG) 
factors 
Both ESG and RI have fundamentally similar 
objectives, but they diff er in the sense that they 
employ diff erent strategies to accomplish these 
objectives. Th e ESG investment approach is about 
identifying ESG compliant organisations and 
employing a positive or inclusionary strategy (Li, 
Sherrerd, & Treussard, 2018:7).

1.2.1.2. Th e process of investing responsibly 
Aft er the investor has met with an investment 
institution, a portfolio manager draws up a 
socially responsible portfolio. Th e manager has to 
select suitable investments from a global market 
and then employs screening methods to identify 
organisations, which comply with ESG criteria. 
Th is criteria includes ethical, social, religious, 
economic, and environmental issues as well as 
governance of the organisation. In some cases, 
the investor will specify additional preferences. 
Included among the screening techniques used 
are negative or exclusionary methods which 
exclude organisations that deal in products or 
processes deemed objectionable. Th ese would 
be organisations which manufacture fi rearms 
or weapons, cigarettes, alcohol or tobacco; 
organisations that contribute to pollution or 
organisations involved in operations which 
cause harm to the environment (Gómez-Bezares, 
Muñoz, & Vargas, 2013:106).

Th e second method (positive or inclusionary) is 
to identify organisations, which contribute to ESG 
issues; these companies are producing acceptable 
processes or products (Berry & Junkus, 2013). 
Th e organisations selected are environmentally 
conscious, contribute to society’s well-being, 
have proven human rights records, or invest in 
social and environmental initiatives (Berry & 
Junkus, 2013). Regardless of the method used to 
select investments, the prime objective is that the 

chosen organisations are associated with eff orts to 
contribute to environmental and societal issues.

Th e Code for Responsible Investing CRISA, 
is voluntary code of practice that serves as a 
framework or a guide to aid investment companies 
involved in RI. It describes the governance 
obligations of institutional investors relating to the 
entire administration or governance framework. 
It endeavours to assist the integration of ESG 
concerns into sustainable investment decisions 
(www.asisa.org.za).

1.2.2. Th e role of ESG managers 
Portfolio managers have the fi duciary duty to 
serve their investors by managing the invested 
money with discretion and market acumen. 
Generally, an ESG portfolio manager identifi es 
ESG compliant organisations and invests in 
those companies. Th e expectation is that these 
organisations are committed to ESG issues and 
deliver benefi ts to the community, by means of 
their product off erings, creating employment, 
promoting equality and demonstrating social 
responsibility. Th ese types of organisations 
are kept in the portfolio especially when they 
perform fi nancially in addition to achieving 
non-fi nancial objectives and responsibilities. It 
is the responsibility of the portfolio managers to 
monitor and evaluate which organisations are 
genuinely active in addressing issues associated 
with equality, human rights, the environment 
good governance and other related ESG issues 
(Lynx Investment Advisory, 2018).

1.2.3. Th e need for disclosure 
Th e South African Roadmap was formulated as 
a complimentary practical guide to portfolio 
managers to empower them to cooperate with 
investment consultants on ESG incorporation. 
(www.unepfi .org). In the last three years, 
the South African fi nancial industry has 
experienced a series of damaging revelations, 
such as numerous corruption activities in which 
senior government offi  cials were involved and 
private sector corporate governance scandals. 
Th e auditing fi rm, KPMG, was operating under 
dubious circumstances resulting in a distrust of 
auditing fi rms (Kern-Stone & Mishra, 2019:57). 
In other cases, rules and regulations were ignored 
(Snyman-van Deventer & Th abane, 2018). Th is 
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situation shows that transparency and improved 
oversight measures are a necessity in all spheres 
of the fi nancial industry. In order to restore 
confi dence in this sector, regulators, investment 
consultants and portfolio managers need to adopt 
the Roadmap to re-establish South Africa’s status 
as a leading fi gure in responsible investment. 
(www.unepfi .org). Presently, while JSE-listed 
companies do disclose on ESG issues as set out 
in the King IV (guide pertaining to integrated 
reporting) they do so voluntarily on the Global 
Reporting Initiative (GRI). However, this is not an 
adequate solution for transparency or compliance 
(Van der Ahee & Schulschenk, 2013:2).

1.2.3. Avoiding false claims of compliance 
In South Africa there is a defi nite need to 
construct regulations and standards around 
responsible investing which fi t local conditions. 
Table 2 outlines certain of these standards.

1.3. RESEARCH PROBLEM 
Th e choice of indicators to measure ESG is vast 
and as such, there is no universality among 
institutions that measure SRI when choosing 
from these indicators. Indicators include ethical 
considerations, economic issues, social or 
environmental dimensions. Sustainability impact 
assessment (SIA) can play a major role when it 
comes to the decision-making process for major 
sustainable investments (Laedre et al., 2015:98).

Th e purpose of this research is to develop an 
appropriate structure which would provide a 
more holistic view as well as the ability to gauge 
the integrity of organisations who claim to be 
responsible investment compliant. Th erefore the 
research problem can be identifi ed as a study to 
develop an appropriate system or index, which 
would provide a more holistic perspective and the 
ability to quantify the integrity of organisations 
who claim to be responsible investment compliant.

1.4. RESEARCH OBJECTIVE 
Th e research objectives derived from the research 
question are:

Primary objective:
Th e primary objective is to create an index which 
would be used to test the claims made by asset 
management companies that they are investing 
responsibly.

Secondary objective
To determine how this index could be used to 
benchmark any company in the fi nancial services 
industry against their peers when it comes to 
responsible investment.

2.1. RESPONSIBLE INVESTMENT: AN 
OVERVIEW 
Th e global fi nancial crisis indicated the 
importance of responsible investment practices 
and the need to concentrate on the long-term 

TABLE 2: SETTING STANDARDS TO AVOID FALSE ESG COMPLIANCE CLAIMS
(SOURCE: NELSON (2018:3))

ESG data to be displayed publicly An ESG assessment of 
companies

ESG benchmark 
to be set

Organisations and institutions which 
announce that they comply with responsible 
investing must be mandated to publicly 
disclose information and procedures 
employed. Th e data supplied must then be 
measured by means of a standardised rating 
index, which is designed according to an 
approved system and can be used universally. 
Instead of only disclosing data about 
investing practices, additional information 
must be supplied such as workforce 
demographics and particulars about the 
environmental impact.

Th ese companies must 
embrace and invite external 
rating agencies, which can 
assess the practices and 
initiatives and then compile a 
report, which includes their 
index rating according to 
the standardised universal 
criteria. Th is procedure 
works similar to credit rating 
agencies, which calculate 
creditworthiness.

Portfolio managers 
can only claim 
to be responsible 
investors when 
a certain score is 
achieved according 
to the standardised 
rating index and 
when verifi ed by 
independent rating 
agencies.
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value of investments rather than short-term 
performance (Urwin, Worldwide & Woods, 
2012). Responsible investments are benefi cial 
for both the investors and companies (Fulton, 
Khan & Sharpies, 2012). Th e factors considered 
for responsible investment decisions are the 
compliance with sound environmental, social 
and governance practices (www.unepfi .org). 
Many companies have integrated their ESG 
information into the capital allocation process 
(Khan, Serafeim & Yoon, 2015). Th e positive 
reputations of companies on ESG matters help 
in the better share price performance of the 
company, the achievement of superior fi nancial 
and investment performance over time and can 
lead to employees having stronger relationships 
with their employees (Mansberger, 2012).

Companies such as Enron, Lehman Brothers, 
BP, Monsanto, and Volkswagen (VW) are 
examples of harmful and expensive corporate 
negligence or malfeasance that created signifi cant 
economic, environmental, or societal hazards 
which eventually resulted in the collapse of 
some of these organisations (Sulkowski, 2015). 
Th e VW emissions scandal that took place in 
2015 was an example of how the ESG formula 
could have provided a warning to investors 
when the company started pursuing short-term 
profi ts to the detriment of long-term benefi ts 
(Rintoul, 2015). In the UK, companies such as 
BP, Standard Chartered, Tesco, Compass Group, 
Shell and HSBC have been involved in scandals 
and companies such as Polly Peck, Equitable Life, 
South Sea Company, Overend Gurney & Co, 
BCCI, Northern Rock and RBS have collapsed 
due to poor ESG practices (Sulkowski, 2015).

Th e corporate scams, according to Sulkowski 
(2015), include evading tax, consuming corporate 
welfare, the funding of purported unethical 
think tanks, privatising profi t and nationalising 
market failures. Enron, the energy giant based 
in Houston became bankrupt in 2001 due to 
a massive accounting fraud scandal (Maharaj, 
2012). Volkswagen, on the other hand, lied about 
its emissions and had to issue a recall of some of its 
car models. Although these emissions caused the 
deaths of people many consumers still remained 
loyal to the brand (Sulkowski, 2015).

Th e traditional corporate governance structures, 
risk management and internal controls do 
not address the changes and challenges faced 
by companies and directors (Bostrom, 2013). 
Even though Lehman Brothers, which fi led for 
bankruptcy in 2008 due to fraud by top executives 
and the auditors Ernst & Young, sparked 
the worldwide fi nancial crisis, they were not 
prosecuted by the Department of Justice or the 
Securities and Exchange Commission (Maharaj, 
2012). Th e Deepwater Horizon oil spill by BP 
in 2010 created a negative social responsibility 
image for the company as there were no ethical 
obligations to protect the environment (Kanso, 
Kitchen & Nelson, 2019).

Responsible investment means investing in 
themes related to sustainability, such as green 
technology, clean energy or sustainable agriculture 
and exclusion from specifi c sectors, organisations 
or practices dependent on certain ESG criteria 
(Mansberger, 2012). In the current global 
fi nancial climate, sustainable or green investment 
is gaining importance in the fi nancial markets 
due to the superior risk-adjusted performance 
(Marchand, 2012). Social responsible investment 
in the 1960s was driven by religious issues about 
ethics and could be named as ethical investing 
(Fulton and Khan, 2012). Today the socially 
responsible investment is driven by concerns 
regarding ESG (Cunha & Samanez, 2013).

Responsible investment has increased in the 
last two decades with varying levels of increase 
in diff erent countries. For example, when the 
investment in sustainable assets in the United 
States represented more than 11% of the total 
investments in 2007, the responsible investment 
in Germany during the same year was only 1% 
(Peylo, 2012). According to Connakker and 
Madsbjerg (hbr.org), at the beginning of 2018, 
USD$11.6 trillion of all assets under management, 
one $1 of every $4 invested in the United States 
was managed according to ESG investment 
strategies.

Fund managers are more vigilant in investing 
in green, social and ethical funds due to the 
reduced risk of loss in a credit crunch scenario. 
In stock exchanges around the world, there is 
a higher awareness of sustainability oriented 
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issues; there is the advancement of products and 
services to responsible investors, development 
of specifi c markets for sustainable investments 
and the motivating force to have higher norms 
of sustainability among listed companies 
(Cunha & Samanez, 2013). With the increased 
social screening of companies for investment 
decisions and responsible investment practices, 
institutional investors have lowered the total risk 
and added value to the portfolio (Mercer, 2009).

2.2. RESPONSIBLE INVESTMENT AND 
INVESTOR BEHAVIOUR 
Institutional investors have large and diversifi ed 
portfolios with substantial company ownership 
and solid motivating forces to screen and 
impact organisations (Bekjarovski & Brière, 
2018). Eff ecting change is easier for majority 
shareholders as the threat of managerial 
replacement is credible but scattered shareholders 
also have a range of tools at their disposal to 
challenge management when displeased with 
corporate policy. Shareholder activism can take 
various forms:

• exit (sells shares, take an off setting bet) 
• vote (form coalition/express dissent/call back 

lent shares)
• engage behind the scene with management 

and the board
• voice displeasure publicly (in the media)
• propose resolutions (shareholder proposals) 

or 
• initiate a takeover (acquire a sizable equity 

share). 
2.3.  INVESTING: ETHICS AND MORALS 
Investing with ethical concerns has clearly gone 
from marginal to mainstream (Revelli, 2017), 
but there are still some issues in embracing 
RI principles. Th ere is no single and universal 
meaning of what criteria a mutual fund should 
follow to be considered an ethical or socially 
responsible fund. Ultimately, the level of 
heterogeneity in the criteria utilised by RI funds 
mirrors the diversity of investors’ values.

Th e results of Silva and Cortez (2016) propose 
that the performance of green funds is higher in 
crisis periods in contrast with non-crisis periods. 

As indicated by the results of a study conducted by 
Leite and Cortez (2015), the underperformance 
of green funds relative to conventional funds 
during non-crisis periods, which supports Silva 
and Cortez’s (2016) fi ndings, was driven by funds 
that used negative screening. Th e study further 
revealed that RI funds that used positive screens 
perform correspondingly to conventional funds 
across fl uctuating market conditions. Positive 
socially responsible features of companies result 
in lower risk in market crisis periods, and this is a 
factor that can explain RI popularity.

Mallett and Michelson (2010) conclude that 
there is no real contrast, in terms of performance, 
between green funds, RI and index funds, whilst 
Climent and Soriano (2011) fi nds that green funds 
have lower performance (or similar if we consider 
a shorter sample period) than conventional funds 
with similar characteristics. Th e US green mutual 
funds generate lower returns and similar risks 
relative to US conventional mutual funds (Silva 
& Cortez, 2016). Muñoz, Vargas, and Marco 
(2014) shows performance parity between green 
and other SRI funds, regardless of the market 
cycle (crisis or non-crisis). Ibikunle and Steff en 
(2015) suggests that green funds signifi cantly 
underperform their conventional peers, while 
there are no statistical diff erences between green 
and black (natural resources and fossil energy) 
funds. More recently, Silva and Cortez (2016) 
indicates that the US and European global green 
funds tend to underperform the benchmark, 
especially in non-crisis periods.

2.4. MEASURING RESPONSIBLE 
INVESTMENT 
Studies done from Oxford University, Deutsche 
Asset & Wealth Management, Morgan Stanley 
Institute for Sustainable Investing and the United 
Nations Environment Programme Finance 
Initiative Various reveal that organisations 
integrating solid corporate social responsibility 
approaches and practices are performing better. 
(www.unepfi .org). A study by Deutsche Asset & 
Wealth Management (2015), data in excess of 
2000 empirical studies, revealed overwhelmingly 
that a positive association exists between 
ESG standards and organisational fi nancial 
performance (institutional.dws.com).



700
WWW.IBC-CONFERENCE.COM

In 2011, Nel (2011), used Capital Assets Pricing 
Model (CAPM), as a model employed to calculate 
the rate of returns on an investment in relation 
to its risk factors. However, scholars are not in 
agreement as to the best method of measuring 
investments. Jones et al., (2008) observed that 
investors do actually invest in ethical funds, 
although they may not perform any better than 
conventional investment. Popular investment 
theory suggests that investors want optimum 
returns in relation to the level of risk. Th is 
observation contributes to another factor to be 
considered when measuring RI funds. It can then 
be argued that investor preference plays another 
major role in the world of RI. Jones et al., (2008) 
then states that other driving forces are also at 
play in the choice of investment. Th ere is a trend 
like fi nancial sacrifi ce which relates to an interest 
in ethical funds. Th us a need is created to research 
and to determine the factors that stimulate ethical 
investing in the South African context.

Th e Arbitrage Pricing Th eory (APT) is another 
model which is commonly used to measure SRI 
as a substitute to the CAPM. Th e distinctive factor 
of this theory is that it relies less on assumptions 
as compared to the CAPM and utilises real world 
measurements. It is thus a simplifi ed model 
as opposed to the CAPM (Huberman, 2005). 
Measurements in the CAPM entail a market 
portfolio to calculate the beta coeffi  cient whereas 
the APT does not rely on these factors which 
gives APT a more fl exible approach. CAPM was 
designed for measuring single periods, whereas 
the ATP does not have such restrictions and can 
be utilised to measure multiple periods.

Another signifi cant model worth mentioning is 
the Modern Portfolio Th eory (MPT). For this 
model, portfolios (investments and assets) are 
chosen that generate maximum return at the 
lowest risk (Markowitz, 1991). Th is approach 
requires that the portfolios must be constructed 
optimally to perform on the upper bracket for long 
periods thus negating the risks (Elton, Gruber 
& Blake, 1995). Th is theory has its fair share of 
critics who set out to challenge this philosophy, 
although its application is rather widespread.

According to research by Kurtz (2005), 
diversifi cation does in fact deliver increased 

return and at the same time the risk factor was 
reduced. He elaborated by stating that the Domini 
400 Social Index (DSI) outperformed the S&P500 
Index over 15 years prior to December 2004 by 
1.25% annually. DSI refers to the 400 investments 
that comply fully with ESG principles and the 
S&P500 Index refers to the top 500 performing 
investments. A negative aspect of MPT is that it 
relies on diversifying of investments. Th us when 
diversifi cation is limited, the risk factor increases 
accordingly. To negate the factors of risk, 
intensifi ed screening is required. Furthermore, 
the model rests on the experience and skills 
of the investment managers to choose the best 
investments for diversifi cation (Sauer, 1997).

Th e Treynor ratio was developed to measure 
risk-adjustment of performances of portfolios. It 
was developed with the intention of taking into 
consideration the risk created by market volatility 
as well as unsystematic risks, which are particular 
to securities in portfolios (Treynor, 1965). In 
essence, the Treynor ratio compares the portfolio 
returns against the market rate return. Th e two 
risk components previously mentioned are called 
alpha and beta respectively.

Th e alpha in this case means the higher the risk, 
the higher the return and the higher the volatility 
of the portfolio over a time period. Th e beta is 
the slope which represents the sensitivity of the 
portfolio relative to the market portfolio. Th is 
slope has a range from -1 to 1. A high score of 
sensitivity is shown when the market portfolio 
is volatile and this occurs when the market is 
fl uctuating (Treynor, 1965). In other words, 
Treynor’s ratio gauges a portfolio for every unit 
of risk.

2.5. STRATEGIES IN RESPONSIBLE 
INVESTMENT 
Optimising performance by either securing the 
maximum future return for any given risk level 
or decreasing risk for a set return objective, at 
the same time being exposed to fundamental 
uncertainty about the future is the decisive 
strategy.

Th e fi nancial industry is driving its values and 
practices into the real economy while endeavouring 
to improve the monetary circumstance by turning 
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a sustainable investment into an opportunity. 
Institutional investors consider two fundamental 
criteria as sustainability aspects when making 
investments:

• complying with, for the most part, perceived 
universal and national standards or specifi c 
qualities characterised by their own 
organisation within their investment activity, 

• Improving the risk/return profi le of 
investments, advancing sustainable 
development and business practices (Oekom 
Research, 2013). 

2.5.1. Negative or exclusionary screening 
According to UNPRI, the most common type 
of ESG screening is negative or exclusionary 
screening. Th is implies that specifi c sectors, 
organisations or practices are excluded from a 
portfolio based on specifi c ESG criteria. Th is 
exclusion would relate to companies who derive 
revenue from “sin stocks” such as tobacco, 
weaponry, pornography, gambling, alcohol and 
animal testing (www.unpri.org). Exclusionary 
and negative screening is the most applied strategy 
of investing responsibly, totalling an amount 
of USD$15 billion in assets in 2016 globally, as 
indicated by the Global Sustainable Investment 
Alliance (GSIA) (www.mckinsey.com).

Th e GSIA provides an overview that is becoming 
the market standard. Besides negative screening, 
Table 3 depicts a few other RI strategies that could 
be applied:

2.6. RESPONSIBLE INVESTMENT 
INDICATORS 
Investors expect high fi nancial returns, but 
investors also want to assure themselves that the 
organisations that receive their money are in 
fact contributing and implementing strategies 
to enhance environmental protection and 
addressing social and ethical issues. Measurable 
criteria must therefore exist to enable investors as 
well as investment and fund managers to select 
investments that are in line with their personal 
values, as well as their fi nancial goals (Inderst & 
Stewart, 2018).

JSE SRI index measures organisation’s compliance 
to SRI. A list of these companies will appear in the 
JSE SRI index aff ording investors the opportunity 
to look at diff erent indicators of an organisation. 
Th ese indicators include sustainable practices, 
policies, environmental confl icts and ethics 
(www.jse.co.za). Th e JSE SRI index is guided 
by the principles of triple bottom line, namely 
environmental, social and economic sustainability 
and reinforced by good corporate governance 
(www.jse.co.za).

Th e fi rst pillar of environmental sustainability is 
concerned with the resources consumed by the 
company and this pillar ensures that negative 
impacts to the environment are minimised or 
reduced and continuous improvement in achieved 
(www.jse.co.za). Th e second pillar of economic 
sustainability is concerned with the long-term 
growth rather than the short-term performance 
of the organisation and this pillar ensures the 
long-term viability of the business.

TABLE 3: RESPONSIBLE INVESTING STRATEGIES 
(SOURCE: ZANDBERGEN & MORET (2018))

Positive best-in 
class screening

Norms-based 
screening

ESG 
Integration

Sustainability 
theming

Corporate 
engagement and 

shareholder action
Identifying sectors, 
companies or 
projects and 
investing in them 
on account of 
their positive ESG 
performance with 
respect to industry 
peers. 

Comparing 
potential investment 
opportunities in 
companies against 
minimum standards 
of business practice 
dependent on 
universal norms.

Th e 
consideration 
of ESG 
factors in the 
investment 
decision 
making 
process.

Identifying 
themes that 
are specifi cally 
related to 
responsible 
investment.

Direct engagement 
by shareholders to 
infl uence corporate 
behaviour including 
proxy voting guided 
by ESG principles or 
guidelines.
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Th e fi nal pillar of social sustainability is 
concerned with promoting social uplift ment 
and development, reduction of poverty, 
empowerment, equity in employment, health 
and safety of employees, fair labour practices and 
diversity (www.jse.co.za). Th e JSE SRI ensures 
that the organisations have a responsibility 
towards the society and investors along with 
ensuring the creation of a profi table portfolio with 
better fi nancial performance (Mutezo, 2013). Th e 
objective of the JSE SRI index is to perform a 
holistic assessment of company policies, integrate 
the principles of good corporate governance, 
facilitate investors to consider non-fi nancial risk 
variables when making an investment decision 
and develop sustainable business practices in 
South Africa (Mutezo, 2013).

Th e United Nations established PRI which 
lists six basic ESG principles that infl uence the 
performance of investments and are considered 
by all investors (Cunha & Samanez, 2013). Th e 
fi rst principle states that ESG issues need to 
be incorporated into investment analysis and 
decision-making processes. Th e second principle 
states that companies are asked to be active 
owners and integrate ESG in the practices and 
policies of ownership. Th e institutional investors 
are approached to look for proper exposure on 
ESG issues in the organisations they invest in 
and this is when the third principle is applied. 
Th e fourth principle states that all institutional 
investors need to advance the implementation and 
acceptance of the PRI principles in the investment 
industry. Th e fi ft h principle maintains that the 
eff ectiveness in implementing the principles will 
be achieved through working together. Th e sixth 
principle states that the activities and progress in 
the implementation of the principles needs to be 
reported by all signatories (www.unpri.org).

Th e principles of PRI are based on the assumption 
that the investment performance is aff ected by 
environmental, social and corporate governance 
issues (Eccles, 2010). Th e ESG challenges present 
opportunities for companies to create value 
by innovating products and processes that are 
sustainable and increase their revenue from that 
stream (www.pwc.co.uk). ESG considerations are 
on the fringe and not in the heart of investment 
practices of the institutional investors (www.pwc.

co.uk). Th e six principles give a framework to 
institutional investors to create value in the long 
term and in sustainable markets (www.unpri.
org). As part of responsible investing, institutional 
investors disclose details of fund governance 
structure and with due diligence take up risk 
analysis and portfolio monitoring for the funds 
(www.unpri.org). When the companies take up 
sustainable development then the chances of a 
stable and inclusive global economy are higher 
and there is a tremendous potential to achieve the 
goals of the United Nations (www.unpri.org).

Th e United Nations principles of responsible 
investing came into eff ect due to the signifi cant 
damage businesses has caused to the environment 
and because addressing the damage was costlier 
than using resources in a sustainable manner 
(Engshuber, Krumsiek & Burrett, 2011). Th e PRI 
has created a global awareness about investing 
responsibly and increasing the progress of 
investors investing in responsible companies 
(www.unpri.org). Th e PRI aims to infl uence 
companies in reducing greenhouse gas (GHG) 
emissions, contamination of land, eco-effi  ciency 
and waste management, reducing air pollution and 
water use to mitigate the overall environmental 
costs and damages (Engshuber et al., 2011).

Social issues in the PRI include health and safety, 
supply chains, human rights, labour conditions, 
treatment of employees and fair treatment of 
customers and communities (www.pwc.co.uk). 
Governance concerns include responsible 
investment sense, anti-bribery and corruption 
and business ethics and transparency (www.
pwc.co.uk). Eccles, (2010) argued that PRI was 
introduced four decades ago, it would have had an 
important impact in the business society and could 
have reduced the damage to the environment, 
ethics and fair treatment of people of all races. 
Th e barriers to responsible investment need to 
be dismantled and all companies must be asked 
to incorporate ESG issues into their business as 
it is important to the performance of a company 
(www.unpri.org). Table 4 refl ects a list of South 
African asset managers who participated in this 
study and whether they are signatories to PRI or 
CRISA. In some cases some asset managers are 
not signatories to either code.
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3.  RESEARCH METHODOLOGY 
Positivism research paradigm is used in reality 
as external (independent) from the researcher 
or observer view that factual knowledge should 
be trusted is adopted. A qualitative research 
approach was taken where the primary method 
used to obtain data was a survey through 
questionnaires sent to all South African asset 

and fund managers. Th e data was analysed using 
the appropriate statistical procedures (Austin & 
Sutton, 2014:436).

A primary (questionnaire) as well as secondary 
data collection methodology was employed. 
Comparisons were made by the companies listed 
based on four indicators identifi ed.

TABLE 4: SOUTH AFRICAN SIGNATORIES TO THE PRI AND CRISA CODES.

Both CRISA and PRI PRI CRISA Neither PRI or CRISA
Afena Capital Visio Capital Foord Abax

Allan Gray Perpetua Ashburton
Cadiz Sentio First Avenue

Catalyst Taquanta Meago
Coronation Truffl  e Sesfi kile Capital

Element
Futuregrowth

Investec
Kagiso

Mergence
Mianzo
Oasis

Old Mutual
Prescient

Prudential
PSG

Sanlam
STANLIB

FIGURE 1: RESEARCH METHODOLOGICAL FRAMEWORK DIAGRAM
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3.1. Data collection 
Th e primary data for the study was collected 
through the survey method by using standardised, 
structured, self-completion questionnaires.

Figure 1 outlines the framework used to direct 
the collection of the data.

3.2. Data collection instrument 
A responsible survey questionnaire was 
employed as the data collection instrument. 
Th e questionnaire for this study contained 29 
questions that dealt with all three aspects of 
responsible investments: environmental, social 
and governance (Jones, Baxter & Khanduja, 2013). 
A rating scale was applied to the responses in order 
to extract quantitative data. Data were collected 
from asset managers through a self-administered 
questionnaire, called the Responsible Investing 
survey, which has been developed by Alexander 
Forbes Investments. Th e Responsible Investing 
survey gauges the conduct approach of asset 
managers by monitoring their incorporation of 
ESG factors into their investment decisions.

Th e questionnaires were divided in two groups, 
both sets then independently investigated to 
verify any corresponding properties. Th is method 
resulted in time-saving and cost-eff ectiveness, 
despite the fact that questionnaires have 
disadvantages (Anney, 2014:276).

Th e data required were:

• Th e responses provided by asset and fund 
managers to the Alexander Forbes Investments 
Responsible Investing survey 

• Vuyo Jack’s Empowerdex ratings – verifi cation 
data received from each manager surveyed.

• CRISA / PRI – confi rmation of the signatories 
to both codes were sourced from the Alexander 
Forbes Investments 2016 RI survey as well as 
from the managers themselves.

3.3. Data collection process 
Questionnaires were sent to representatives and 
staff  of all asset and fund managers domiciled 
in South Africa. A total of 42 questionnaires 
were received. For the purposes of this study, 
the assurance was given to the respondents that 
anonymity would be maintained. Consequently 
participants are referred to as Case 1, Case 2 and 
so on.

3.4. Population 
All listed fi nancial services institutions in South 
Africa were recognised as the target population. 
Th is study specifi cally looks at South African asset 
and fund managers. Th e following asset managers 
were among those who responded to the survey:

3.5. Sampling 
Non-probability, purposive sampling, consisting 
of individual asset managers were used.

3.6. Data analysis 
Th e data from the questionnaires were statistically 
interpreted and analysed using a soft ware 
programme known as Statistical Package for the 
Social Sciences (SPSS). Th e data were interrogated 
and coded that descriptive statistics in the form of 
frequencies, mean scores and standard deviation 
were generated, aft er which the results were 
displayed in tables and diagrams.

3.7. Coding structures 
A thematic data breakdown stratagem was 
employed in order to assess the collected 
information as it is more fl exible. Th e data 
collected from each respondent was reviewed, 

TABLE 5: SOUTH AFRICAN ASSET MANAGERS

Abax First Avenue Oasis Sesfi kile Capital
Afena Capital Foord Old Mutual STANLIB

Allan Gray Futuregrowth Perpetua Taquanta
Ashburton Investec Prescient Truffl  e

Cadiz Kagiso Prudential Visio Capital
Catalyst Meago PSG

Coronation Mergence Sanlam 
Element Mianzo Sentio
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compared and collated. Th is was done with the 
intention to recognise any resemblances across 
the data sets.

3.8. Ethical considerations 
According to Connelly (2014:54), individuals 
additionally are responsible to ensure the 
study participation is voluntary and potential 
subjects have all the information they need to 
make an informed decision concerning study 
participation. Th ese aspects incorporate privacy 
and confi dentiality, informed consent, justice, 
autonomy and value. Th e data for this study was 
received from Alexander Forbes Investment. 
Permission to use the data was granted on 
condition that the identity of the asset managers 
would be concealed.

3.9. Privacy and confi dentiality 
Research data will be kept confi dential and 
protected. Th e participants have the right to 
privacy and confi dentiality; therefore, their 
names will not appear on the questionnaire. 
Only the researchers will collect and interpret 
the questionnaires. Each questionnaire will be 
referenced diff erently.

4. RESPONSIBLE INVESTING SURVEY 
RESULTS 
Integrating environmental, social and governance 
considerations into the investment decision 
making process could assist in identifying, 
managing and mitigating potential ESG risks 
to achieve sustainable long-term investment 
outcomes. A score was allocated to each response 
provided by the respondents. Th e results of the 
Responsible Investing survey provided a snapshot 
of the perspectives on ESG integration from 29 
South African asset managers.

Information indicates that 10% of the respondents 
implement PRI, 10% implement CRISA and 62 
percent implement both codes. Although 16% of 
the asset managers are not signatories to either 
PRI or CRISA, some of them indicated that they 
are either working towards becoming a signatory 
or they are currently incorporating the principles 
of the two codes in their investment decision-
making process.

Th e majority (90%) of the respondents indicated 

that they explicitly incorporated ESG factors in 
their investment processes. Th is suggests that 
most of the asset managers who participated 
in this survey pursue responsible investing 
with the integration of environmental, social 
and governance factors into their investment 
decision making. Given that 90% of the asset 
managers surveyed, affi  rmed that they explicitly 
incorporated ESG factors into their investment 
process, it is important to examine how ESG data 
of companies to potentially invest in, is accessed. 
It is stated that 31% of ESG data is accessed 
by engaging with management of companies 
while 30% of data is accessed via companies’ 
sustainability reports. Th is is not surprising as 
listed companies in South Africa are required 
to provide reporting which incorporates the 
disclosure of ESG related information.

While 86% of the South African asset managers 
surveyed stated that they have an ESG policy, only 
14% indicated that they managed an ESG product. 
Th is is disappointing as ESG products would 
provide investors with the opportunity to become 
more familiar with ESG issues. It would also allow 
investors to test the value of environmental, social 
and governance integration. Emphasising the 
value of ESG integration in fund performance, if 
material, would be a very important driver.

It is stated that among the asset managers surveyed, 
all of them viewed corporate governance as the 
most important ESG factor in their investment 
process with a mean score of 55%. Th e impact of 
the King IV code as well as the occurrence of some 
high profi le corporate scandals recently (Fidentia 
and Steinhoff ) could have driven this statistic. 
Environmental and social factors were ranked 
less important by the asset managers, refl ecting 
a commonly held view that from a fi nancial and 
management perspective, governance was the 
most important ESG factor.

Seventy two percent of South African asset 
managers stated that part of the diffi  culty in 
measuring the impact of ESG considerations on 
returns is the lack of reliable and accurate ESG 
information available to investors. Sixty-nine 
percent of asset managers also stated that a lack of 
standardisation in ESG information also posed a 
considerable barrier to many responsible investors. 



706
WWW.IBC-CONFERENCE.COM

Asset managers believe that this challenge is being 
addressed through regular engagement with 
companies on ESG issues. Eighty-three percent 
of South African asset managers stated that they 
are encouraging companies to address ESG issues 
in their reporting.

It is interesting to note that 66% of asset managers 
reported low investor education to be a barrier. 
Th ere are still too many investors who are focussed 
on understanding companies’ margins and growth 
models and too few questions are asked about 
ESG policies and practises. Consequently, asset 
managers have generally been reactive, rather 
than pro-active in providing investors with data 
relating to ESG issues. When asked whether they 
made their proxy voting record publicly available 
on their websites, 59% of the South African asset 
managers surveyed said they did not.

It would appear that investors are still focused 
on companies’ quarterly results and whether 
investment expectations over the shorter term 
had been met. Th e indication provided by asset 
managers, is that 59% of clients are short term 
focused making it diffi  cult for the value of ESG 
integration to be demonstrated. Clients however, 
may not be the only group who are short termed 
focused. Pension funds represent a signifi cant 
component of the assets under management 
of investment managers. Th ese funds generally 
take a long-term view of their investment 
horizon. Remuneration and rewards within 
the professional investment sector is based on 
making profi t and incentives generally reward 
short-term performance. One can therefore 
deduce that maximising fi nancial returns over 
the shorter term could be a barrier to the uptake 
of responsible investing assets by pension funds.

One of the least important barriers to responsible 
investing appears to be the negative perception 
of returns with an indication of 24% from the 
asset managers. Th is implies that the majority 
of the asset managers are of the view that there 
is no or little evidence that fi nancial returns 
from Responsible Investments are lower than 
investments who do not consider ESG issues.

Th e biggest risk of being responsible investors 
is a lack of buy-in as indicated by 70% of the 

respondents. Th is implies that the demand for 
RI off erings of clients is quite low. Th is lack of 
demand could undermine the expansion of RI 
off erings where 86% of asset managers surveyed 
currently do not have an RI product.

Seventy six percent of South African asset 
managers cite client demand as the biggest 
driver of responsible investing. Th ere have been 
a steady number of pension and retirement 
funds requesting asset managers to integrate ESG 
factors into their investment decision making 
process as well as in fund analysis. Furthermore 
72% of the asset managers surveyed indicated 
that regulation has also raised the profi le of ESG. 
If more stringent legislation would be introduced, 
it would be an even bigger driver of ESG as 
compliance would not be optional. Another driver 
which could be instrumental in increasing the 
awareness of ESG among mainstream investors 
could be the provision of evidence of increased 
fi nancial return from RI products or assets. 62% 
of respondents believe that the risk versus return 
opportunities exists.

In 2011, Regulation 28 of the Pension Act 
was amended to include the consideration of 
any factor which could materially aff ect the 
sustainable long-term performance of assets 
when it comes to prudent responsible investing. 
Th is would include factors of an environmental, 
social and governance nature.

Th e Responsible Investing survey is a tool to 
assess the progress that South African asset 
managers are making towards the integration 
of ESG in their investment decision-making 
process. Based on responses to the survey, 83% 
of the asset managers surveyed scored above 
50%. Th ese statistics are encouraging; however 
asset managers should display evidence of them 
incorporating ESG factors in their investment 
decision-making process. Investors should be 
able to diff erentiate between asset managers just 
taking a tick-box approach and those who make a 
real eff ort to consider ESG factors. Th e Code for 
Responsible Investment in South Africa (CRISA) 
and the United Nations Principles for Responsible 
Investment (PRI) are good codes which have 
underlying principles guiding asset managers 
on how to incorporate responsible investing as it 
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relates to their investment processes. Signatories 
to these two codes signify their intent to make an 
impact with respect to responsible investing.

According to the statistics, 19 of the respondents 
implement PRI, 23 implement CRISA while 62 
% implement both codes. Although 16% of the 
asset managers are not signatories to either PRI 
or CRISA, some of them indicated that they are 
either working towards becoming a signatory or 
they are currently incorporating the underlying 
principles of the two codes in their investment 
decision-making process.

By inviting companies to complete the Responsible 
Investing questionnaire and incorporating the 
other four RI indicators (the B-BBEE rating, 
whether the company is a signatory to CRISA or 
PRI and its participation in the JSE SRI Index), 
a score can be allocated to the company. Taking 
the fi ve RI indicators into account, fi ve of the 29 
asset managers scored more than 80 points in 
the Total SRI index. Th is is attributed to the fact 
that 4 of the managers participated in all of the 
RI indicators and all 5 of them are signatories to 
both the CRISA and PRI codes.

Of the respondents who participated, 69% scored 
more than 50 points in the Total SRI index out 
of a total of 100. Th is is encouraging as only 
14% of the respondents were allocated points for 
participating in the JSE SRI index and 17% did 
not score points as they are not signatories to 
either the CRISA or PRI codes.

5. RESEARCH DATA CONCLUSION 
It is encouraging to note that 84% of the 
managers are signatories to the CRISA and PRI 
codes. While the two are voluntary codes, self-
regulation should be encouraged among the asset 
managers. Th e signifi cance of ESG practices and 
processes will also be further enhanced by the 
investment and fi nancial industry if they consider 
incorporating CRISA and PRI in future additions 
or changes to Regulation 28 of the Pension Funds 
Act.

5.1. Research data conclusion: JSE/SRI Index 
Although the JSE/SRI Index aims to refl ect best 
practice in corporate social responsibility (CSR) 
and highlight South African companies with good 

CSR records, only 4 of the 29 managers surveyed, 
participated in the index as at December 2017. 
Participation in this index is voluntary and 
has the potential of improving the standing of 
companies in terms of their commitment to 
investing responsibly. A more concerted eff ort 
should be made by South African asset managers 
to participate in this index as the derived benefi ts 
would be immense.

5.2. Research data conclusion: Awareness of 
ESG 
Th e majority of local asset managers (90%), 
express that ESG factors are considered in 
their investment processes. Th is indicate that 
asset managers are translating awareness into 
practice. Th e focus of asset managers continue 
to be on governance factors. Th e asset managers 
indicated a focus of 21% regarding environmental 
considerations, 21% was indicated for social 
concerns with governance at 55% being the most 
important factor for consideration.

5.3. Research data conclusion: Risks to ESG 
Among the South African asset managers, 
78% believed that the consideration of ESG 
factors resulted in a superior assessment of risk. 
However, asset managers are undecided if ESG 
considerations enhance returns. Only 35% of 
the asset managers believe that incorporating 
ESG factors into the investment decision-
making process will result in improved returns. 
Th e majority of South African asset managers 
surveyed (72%) express that part of the diffi  culty 
in evaluating the impact of ESG considerations 
on returns is the absence of reliable and accurate 
ESG data available to investors.

5.4. Research data conclusion: Drivers of ESG
Th e survey results show that asset managers 
believe there is increasing focus on long-
term sustainability issues and enhanced risk/
return opportunities. Demand from clients and 
regulation continues to play a key role. In the 
2017 Responsible Investing survey, 76% of clients 
demanded responsible investment.

5.5. Research data conclusion: Barriers to ESG 
Perceived barriers to RI include the lack of ESG 
data, uninformed investors and the focus of 
clients relating to RI only being fi xed for a short 
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term. Th e risk factors for RI include a lack of buy-
in from stakeholders as well as insuffi  cient ESG 
statistics and information.

5.6. Research data conclusion: Addressing ESG 
challenges 
South African asset managers are addressing the 
ESG challenges by engaging with companies. All 
local asset managers indicated the engagement 
with organisations as part of their ownership 
responsibilities. 83% of asset managers followed 
this practice. Asset managers encourage 
organisations to improve their reporting 
disclosure on ESG factors: as a result, asset 
managers believe companies are feeling pressured 
to be more mindful about ESG issues (www.
alexanderforbesinvestments.com).

5.7. Research data conclusion: Total SRI Index 
Th e aim of this research was to create an 
index that would be able to measure the ESG 
intent of companies. When the total scores are 
interrogated, it was found that some managers do 
not subscribe to either the CRISA or PRI codes, 
some do not participate in the JSE SRI Index and 
one asset manager is not B-BBEE accredited. Due 
to the challenges faced by investors to measure 
ESG issues, the Total SRI Index could be used as 
a benchmark to test the integrity of claims made 
by asset managers in South Africa that they are 
investing responsibly.

6. LIMITATIONS OF THIS STUDY 
When aiming to expedite the RI process, it 
is necessary to establish where the issues lie 
regarding non-compliance with existing policies, 
codes and frameworks among South African 
asset managers. For the purposes of this study, 
the assumption has been made that the policies, 
codes and frameworks in place are good and well 
structured.

7. CONTRIBUTIONS OF THIS STUDY 
Th is study contributes to the collection of 
studies in the fi eld of responsible investing and 
sustainability and it specifi cally highlights the 
concept of RI in the South African context. 
Th e best practices, legislation and frameworks 
available that inform local RI practices are also 
highlighted. As organisations become more 
aware and start reporting in accordance with the 

best practices, legislation and frameworks, the 
available ESG data will become more consistent 
and of better quality. Th is study also contributes to 
discussing the importance of ESG considerations 
in investment decision-making and provides an 
overview of various RI strategies accessible to 
institutional investors, which will ensure fi nancial 
returns in addition to environmental, social and 
governance considerations. Th e information 
provided and highlighted in this study would 
be particularly useful to asset managers, 
investors, academics, industry bodies as well as 
any interested parties in the fi nancial services 
industry.

8. RECOMMENDATIONS FOR FURTHER 
RESEARCH 
Exploring the role of intermediaries such 
as analysts or trustees of pension funds in 
interpreting and translating ESG data produced 
by companies in order to make it more useful 
to investors would make for a purposeful study. 
Future research should focus on stakeholders’ 
views on the various sustainability measurements 
to determine their impact, understanding of 
the measurements’ objectives and reliance for 
decision-making. Th is should reveal which 
measurements are actually impacting and 
infl uencing stakeholders’ decisions and actions. 
Th is would also help with the elimination of 
irrelevant measurements, thereby reducing 
perplexity among stakeholders and companies as 
to which measurements are useful.
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ABSTRACT 
Th e major driving force behind international 
trade over the past thirty years has been Foreign 
Direct Investment (FDI). Despite the existent 
research on FDI, there is a dearth of literature 
on the unique situation in South Africa (SA). 
Against this background, the main purpose of 
this paper is to develop a hypothetical model of 
a clear theoretical foundation of the impact of 
multinational corporations (MNCs) in promoting 
FDIs and the eff ectiveness of these investments 
in the South African business environment. A 
hypothetical model was constructed based on 
a comprehensive literature study. Th is model 
was tested by means of 9 hypotheses, based 
on the following: fi ve independent variables, 
namely, international marketing environment, 
stakeholder intervention, government 
considerations, resources and FDI incentives were 
tested on the impact of MNCs in promoting FDIs 
in the South African business environment. Four 
dependent variables of the impact of MNCs in 
promoting the entry of FDIs and the eff ectiveness 
of these investments in the South African 
business environment was assessed, namely, 
competitiveness, sustainability, trade agreements 
and commitment of traders. Th e purpose is to 
enable both the South African government and 
MNCs to make informed, sustainable choices and 

to enable the development of mutually benefi cial 
policies for widespread FDI management.

Keywords: Business environment, foreign di-
rect investment, hypothetical model and mul-
tinational corporations. 

INTRODUCTION AND BACKGROUND 
Before the mid-1990s, SA was generally seen as 
an outsider in the global market system. Aft er 
years of forced isolation and economic sanctions, 
the South African economy was forced to become 
largely self-suffi  cient and, as sanctions intensifi ed, 
the situation led to massive diversifi cation and 
conglomeration (Klein, 2007:323). As South 
African companies were not allowed to export 
any capital, they had to consider local mergers 
and acquisitions (M&A) in order to expand. 
Th is led to the evolution of a highly concentrated 
economy in SA. Th is new era also revealed major 
weaknesses that developed in this closed off  
environment, which had to be urgently addressed 
in order for South Africans to be able to compete 
on the global stage. Klein (2007:323) identifi es 
the main fl aw as an alarming general absence 
of international management skills, which were 
needed in order for companies to be able to 
compete with hostile foreign competitors. Th ere 
was also a distinct lack of global awareness and 
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a lack of understanding of global consumers, 
as all the current managers came out of a strict 
autocratic environment.

During the early years of SA’s new democracy, 
the South African government made numerous 
eff orts to grow the SA economy. According 
to Gelb and Black (2004) as well as Faulkner, 
Loewald and Makrelov (2013), SA found itself 
looking for foreign investors in the form of 
Foreign Direct Investment (FDI). Th e eff orts 
made by the SA government to attract FDI have 
become more focussed in recent years, although 
political uncertainty and widespread corruption 
and infrastructural problems still keep the 
majority of foreign investors from entering the 
South African market. According to the FDI 
Report (2016), this is evident from the percentage 
of international FDI that South Africa and Africa 
receive in contrast to other developing areas.

In the host countries (where FDIs enter and the 
country is the recipient), the FDIs are seen as 
being destructive and eff ectively forcing existing 
local fi rms out of business by utilising political 
and fi nancial power to force M&A bids; poaching 
local skills; partaking in unfair intra-fi rm trade; 
utilising political connections for their own gain; 
and receiving inexpensive fi nancing (Miller, 
Saunders & Oloyede, 2008:5-6). Kurtishi-Kastrati, 
(2013:31) concur that business investors perceive 
foreign investment such as FDI initiatives as 
being opportunistic, displacing local capacity and 
taking all profi ts out of the host country. When 
this is applied to SA corporations, which are still 
to a certain degree burdened by past political 
associations, it seems to become an ideological 
justifi cation for the return of business to former 
colonial-era settlements (Miller et al., 2008:5).

Th erefore, the research gap is evident in the lack 
of literature describing the local South African 
business environment in terms of FDI. Th ere 
are a multitude of studies based on the diff erent 
types of market entry strategies and the types of 
FDI linked to the determinants of each strategy 
(Lasserre, 2007 and Gao 2004). However, there 
is a shortage of studies that examine the business 
environment of host countries; therefore, for 
the purpose of this study, the South African 
business environment is the primary concern. 

Moreover, the benefi ts gained from market entry 
into the South African market have not been 
fully investigated, as most studies tend to off er a 
generic list of benefi ts depending on the type of 
FDI and the incentives off ered.

Th is study focuses on selected independent factors 
that motivate MNCs to enter a host country 
through the use of one or more FDI market entry 
strategies, and the eff ectiveness and impact these 
MNCs have on the business environment (by 
conserving selected dependent variables) within 
the host country, with a particular focus on the 
South African market.

PROBLEM STATEMENT 
MNCs entered SA in the late 1990s, but these 
were largely attracted to resource seeking FDIs 
which, while necessary, were not the type of FDI 
SA needed for the long-term development of the 
economy. According to  Miller et al. (2008), these 
types of FDI have the potential to be detrimental 
to the health of the greater economy for a 
country like SA. Th is is known as the ‘resource 
curse’, whereby countries that are rich in natural 
resources fail to grow at a faster rate than countries 
with few resources (Hayat, 2014:3). Asafo-Adjei 
(2007:102) argue that there is no clear link 
between economic growth and higher levels of 
FDI in SA. It is, however, argued that once FDI 
is attracted it will stimulate economic growth, as 
opposed to the reverse which suggests that SA 
needs a signifi cant amount of economic growth 
to attract FDI in the fi rst place. Kurtishi-Kastrati 
(2013) suggests that this makes the attraction of 
the right kind of FDI more important and creates 
a dual approach on the part of the South African 
government for FDI attraction, as the right FDI 
will enter the South African market should there 
be suffi  cient economic growth; however, in order 
to get the economy to grow, the right kind of FDI 
is needed. Li and Liu (2005) concur that the role 
of FDI on the economic development of a country 
is conditional to certain factors. Th is makes the 
correct choice of market entry mode vital to the 
continued future success of the entry of MNCs 
into SA, as each entry strategy has a diff erent set 
of incentives attached to it.

Th e main concern for foreign investors has 
always revolved around the question of whether 
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the potential reward justifi es the high risk and 
high costs of entering the South African market. 
Against this background, it is necessary to address 
the problem of a lack of information on:

• Th e infl uence of MNCs in promoting the 
entry of FDIs in the South African business 
environment. 

• Th e gap that exists in the literature in respect 
of the enabling business environment for the 
entry of MNCs in South Africa .

• Th e benefi ts gained from market entry of 
MNCs, through FDI, in the South African 
business environment. 

RESEARCH OBJECTIVES 
Th e primary objective of the study is to develop 
and present a coherent model regarding the 
impact of MNCs in promoting the entry of FDIs 
in the South African business environment.

Th e following secondary objectives are important 
in this study:

• To develop a hypothetical model and review 
the literature pertaining to MNCs and FDIs; 

• To provide guidelines and recommendations 
for the promotion and development of 
eff ective FDIs in the South African business 
environment; and 

• To outline the predicted contributions of the 
study. 

LITERATURE REVIEW 
Th is section provides a brief literature review 
based on the theoretical concepts identifi ed in 
the literature as pertinent to the development of 
the hypothetical model as proposed by this study.

Brief overview of Multinational Corporations 
Kogut (2001:10197) cited in Morris (2015:1) 
defi nes the MNC as a business organisation whose 
activities are located in more than two countries 
and is the organisational form that defi nes foreign 
direct investment. MNCs can eff ect growth and 
provide economic opportunities in developing 
countries, but they are oft en accused of destructive 
activities, such as damaging the environment, 
human rights abuse and corruption (Osuagwu 
2013:361) cited in Morris (2015:1). According to 
Garcia et al. (2013) cited in Morris (2015) MNCs 

have grown in both power and visibility but are 
viewed more inconsistently by governments and 
consumers worldwide, due to their perceived lack 
of concern for the socio-economic well-being for 
certain geographic regions, and their growing 
infl uence over government agencies and trade 
organisations. Th us, MNCs are slowly changing 
their strategies and governance towards a positive 
direction, partly because of the growing pressure 
from host countries, and partly because MNCs 
understand that public opinion greatly infl uences 
an organisation’s profi tability and survival, thus 
positive public relations are crucial (Morris, 
2015:69). Morris (2015:73) further argue that 
MNC public relations/communication strategies 
need to be authentic and balanced taking 
into account the voice and rights of external 
stakeholders. MNCs have a major role to play in 
environmental sustainability in the developing 
world so that the planet as a whole will be safe for 
all people.

Th rough FDIs, MNCs are the main drivers of 
change in host countries were they operate. 
MNCs have the power to facilitate change in the 
economic environment through the adoption 
of new green technologies and the promotion 
of energy effi  cient innovations, which can assist 
in lowering the carbon emissions of the host 
countries (Voica, Panait & Haralambie, 2015:90; 
Tamazian, Chousa & Vadlamannati, 2009; 
Pazienza, De Lucia, Vecchione & Palma, 2011:35).

Defi ning Foreign Direct Investment 
FDI is an investment made by a commercial 
business entity based in one country, into a 
business entity in another country (Paulovich, 
2016:7). FDI is regarded as an international 
fl ow of capital, driven on making provision for 
control over affi  liates to a fi rm or multinational 
corporation and considered to be least volatile 
relative to other fi nancial fl ows (Goldberg, 
2009:171; Goldstein & Razin, 2006:272; Sula 
& Willett, 2009:297 cited in Chipeta 2018:19). 
According to Paulovich (2016:7), the objective of 
FDI is to establish ownership or control over the 
other business, and to exert a signifi cant degree 
of infl uence over management of that other 
business. Th is implies that the investing fi rm can 
make its cross-border investment in a number of 
ways, for example by setting up a new subsidiary 
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or associate fi rm, building new facilities, 
acquiring shares in a local fi rm, participating in 
a joint venture, or through M&A of an unrelated 
enterprise.

Benefi ts of Foreign Direct Investment 
Paulovich (2016:18) maintains that FDI is a 
fundamental element in the globalisation process 
and has a positive eff ect on the development 
of international trade, as it creates direct and 
solid long-lasting relations between economic 
systems across the globe. Paulovich (2016:18) 
further suggests that FDI infl ow is an important 
source of capital that can increase countries’ 
economic growth and gross domestic product 
(GDP) for host countries. Th is further creates 
new employment opportunities, brings 
innovations and technological advancement to 
the domestic companies, provides access to new 
expertise, training and knowledge transfer to 
local population, facilitates access to research 
and development (R&D) resources, and boosts 
the living standards in general. In addition, the 
capital infl ux can be channeled into improvement 
and development of a country’s infrastructure 
and other projects that enhance the overall 
development of a state.

According to Paulovich (2016:19), FDI represents 
the possibility of new markets, lower raw 
materials costs, special tax incentives, access to a 
cheaper and/or more qualifi ed workforce, all of 
which lead to an increase in a fi rm’s profi ts for the 
foreign investor. In addition, FDI can improve 
the competitive position of both the recipient 
host country and the investing home country 
on the global market, while at the same time, 
the domestically increased competitiveness will 
qualitatively ameliorate products and services 
off ered to consumers, and this at a lower price.

Th is international investment approach has made 
the international FDI market very competitive, 
as countries highlight their relative strengths and 
compete for a limited number of investors due to 
the perceived benefi ts and the long-term nature of 
FDI (Ganapavarapu & Chary, 2015:1838; Carter, 
1988:17). According to the Hebei University of 
Economics and Business (2016), these benefi ts 
include job creation; the transfer of skills; the 
transfer of technology; capital infl ows; increasing 

the tax base and revenue; improved exports; 
directly positively aff ecting the country’s balance 
of payments account; improved productivity; 
the diversifi cation of the economy; and import 
substitution.

Iamsiraroj and Doucouliagos (2015:2) suggest that 
FDI is seen to be more attractive than other types 
of investment because it off ers a wider range of 
desirable characteristics to a host country, such as 
providing a relatively high degree of capital infl ow 
stability that contributes to capital formation. 
Furthermore, FDI off ers the potential transfer 
of intangible assets such as technology, skills, 
management expertise, and entrepreneurship. 
Th e need for FDI was evident when South Africa, 
Africa’s largest economy, faced a R1.5 trillion 
infrastructure backlog at the end of 2011, which 
forced South Africa to open its doors to MNCs 
and FDI, as infrastructure is a fundamental factor 
of economic growth and as local investment was 
not able to reduce the defi cit (Soni, 2014:7).

FDI in South Africa 
Although the World Investment Report 2018 
(UNCTAD, 2018:38) indicates that South Africa 
received the majority of inward FDI of African 
countries, the fl ow of investment money towards 
South Africa remains relatively low in comparison 
to the rest of the world. Table 1 indicates the 
infl ows of FDI into South Africa between 2015 
and 2017; it highlights the sudden change in 
investment towards South Africa, increasing 
from ZAR 26 billion in 2015 to ZAR 33 billion 
in 2016, and then decreasing to ZAR 19,8 billion 
in 2017. According to UNCTAD (2018:40,42), 
the reason for this shift  in investment patterns is 
twofold: fi rstly, domestic demand in South Africa 
during this period was substantially lower than 
investor expectations and, secondly, the political 
uncertainty regarding South Africa’s leadership 
as well as the question of how foreign investors’ 
rights are protected.

TABLE 1: FDI INFLOWS TOWARDS SOUTH AFRICA

Source: UNCTAD (2018)
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RESEARCH METHODOLOGY 
Research design is defi ned as the justifi cation 
and plan of how a study’s research question will 
be answered; it includes the research objectives, 
the formulation of hypotheses, sources of 
data collection, constraints and ethical issues 
(Saunders, Lewis & Th ornhill, 2007:136; Cooper 
& Schindler, 2003:81). According to Betram and 
Christiansen (2014:40), a best fi t research design 
can be identifi ed by answering the questions 
regarding the collection and analysis of data. 
Th e study employed survey research, which uses 
scientifi c sampling and questionnaire design 
in order to measure particular characteristics 
of the target population, using descriptive and 
inferential statistics.

Research paradigm 
Collis and Hussey (2003:46); Burns and Burns 
(2008); as well as Creswell (2014) refer to research 
paradigm as a pattern or model of how something 
is structured, how it functions, the progress of 
scientifi c practice based on people’s philosophies 
and assumptions and the nature of knowledge. 
Th us, a paradigm reveals how a particular study 
should be conducted. In this study, research 
was primarily conducted through the use of 
quantitative research methods, as quantitative 
data collection and analysis strategies were utilised 
to answer the research question. In addition, this 
quantitative research approach was followed 
because the data extracted from the MNCs will 
be transformed into more easily understandable 
information through data capturing in Microsoft  
Excel and data analysis through Statistica.

Population and sampling 
According to Polit and Beck (2004:50), a 
population can be defi ned as the collective or 
entirety of those respondents who conform to 
a set of specifi cations as identifi ed in a study. 
Th e population of this study is comprised of 
all MNCs currently operating in South Africa, 
either through affi  liates, partnerships, mergers, 
acquisitions, Greenfi eld start-ups or brownfi eld 
developments.

In this study, a non-probability, specifi cally the 
convenience sampling technique is employed. 
Th rough non-probability sampling all the 
members of the population do not have an equal 

chance of being selected for a study (Rana & 
Kumer, 2018:86, Langer, 2018:353). Convenience 
sampling is when respondents are selected based 
on availability or convenience (Langer, 2018:353-
354). Non-probability convenience sampling 
(Rana & Kumer, 2018:86) will be employed in 
this study, as the industries selected and the 
specifi cities of the companies under investigation 
were chosen by the researcher based on the 
FDI of MNCs into the South African business 
environment.

In this this study, the sample is described as 
the managers of the FDIs (both listed as well as 
unlisted companies) in the South African business 
environment, with a specifi c focus on the trade, 
manufacturing and fi nance industries. Th ese 
FDIs are geographically located in the provinces 
of Gauteng, KwaZulu-Natal, the Eastern Cape 
and the Western Cape. Th e reason for focussing 
on these four areas was to take advantage of the 
clustering of MNCs around each of the areas due 
to each location’s geographical and economic 
advantages. Gauteng was chosen due to the 
province being the hub of not only the South 
African economy but also of Africa. Th e Western 
Cape was chosen due to Cape Town’s status as the 
tourist centre of South Africa as well as having a 
large operating harbour. Th e Eastern Cape was 
chosen due to the manufacturing capabilities 
located in and around Port Elizabeth and 
KwaZulu-Natal was chosen for the large harbour 
and other transport linkages with Gauteng.

Data collection 
Both secondary and primary research were 
conducted in order to achieve the aims of the study. 
Secondary data is information that has previously 
been researched, gathered and compiled by other 
researchers in other studies (Burns & Burns, 
2008:49; Tasić & Feruh, 2012:32). For this study, 
secondary research data is gathered through a 
literature review, by consulting sources such as 
international marketing textbooks, articles on all 
variables of the study as well as FDIs and MNCs 
from international refereed journal articles in 
databases accessible via the Nelson Mandela 
University library, as well as unpublished 
dissertations and theses on topics relevant to this 
study. Primary data involves the collection of 
new data for the purpose of providing answers to 
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the current research problem (Mooi & Sarstedt, 
2011:29). Primary research was conducted for this 
study through the administering of questionnaires 
in order to gather new data (Zikmund, Babin, 
Carr & Griffi  n, 2010).

Questionnaire design 
In this study, a questionnaire was developed as the 
measuring instrument. A questionnaire is defi ned 
as a data collection technique that requires a 
respondent to answer a series or set of questions 
in a predetermined order, either by selecting from 
existing answers or by writing out their answers 
(Saunders et al., 2007:360-362).

Th e questionnaire used in this study consists of 
two sections. Section A, which uses an ordinal 
scale by means of a seven-point Likert-type 
scale, included statements developed to consider 
respondents’ perceptions of the independent 
variables (international marketing environment, 
stakeholder intervention, government 
considerations, general views of FDI market 
entry strategy, FDI incentives, and resources). 
Section A also incorporated statements related 
to the dependent variables (competitiveness, 
sustainability, trade agreements and commitment 
of traders). Th e seven-point Likert-type scale 
employed in Section A of the questionnaire 
consisted of answers ranging from one (strongly 
disagree) to seven (strongly agree). Th e 
questionnaires were coded using basic coding 
procedures, aft er which the coded data was 
subjected to statistical analysis. Section B of the 
questionnaire sought demographic information 
that would provide insight into the background 
of the respondents, using a nominal scale.

Pilot study 
In order to test the content validity of the measuring 
instrument, a pilot study was conducted amongst 
20 potential respondents. According to Leedy and 
Ormrod (2010:110-111), a pilot study is seen as 
a brief exploratory investigation, or a pre-test, 
as a way to test the clarity of the questionnaire, 
through the identifi cation of any confusing 
questions or terms.

Data analysis 
Th e reliability and validity of the data will be 
ensured and measured through various statistical 

procedures. Content validity of the measuring 
instrument will be ensured, by making use of 
experts in the fi eld of FDI, MNCs and market 
entry strategies to assist and comment on the 
questionnaire design. Furthermore, to ensure 
validity, a pilot study among individuals will 
be conducted to pre-test the questionnaire. If 
necessary, based on these results, changes to the 
questionnaire will be made to ensure the correct 
respondent interpretation to the questionnaire 
items or statements as intended by the researcher.

Th e data analysis for this study will be divided into 
four parts. Th e fi rst part of the data analysis is to test 
the validity of the empirical results. Validity will 
be tested and established by doing an EFA, which 
identifi es the underlying relationships between 
measured variables as depicted in the model of 
the study. Th e second part of the data analysis by 
means of statistical analysis is to test the internal 
reliability (also known as internal consistency or 
homogeneity) of the measuring instrument. Th is 
will be done by using the STATISTICA (version 
10) soft ware package to assist in computing the 
Cronbach alpha (α) values for each variable as 
formed by the EFA. Th e third part of the data 
analysis, which is concerned with the descriptive 
statistics, the biographical information of the 
respondents in the form of numbers, averages and 
percentages will be discussed. Th e fourth part of 
the data analysis will consist of inferential statistics 
and includes Pearson’s product correlations and a 
multiple regression analysis; these will examine 
how multiple independent variables are related to 
the mediating variable as well as the dependent 
variables, as shown in Figure 1. Based on the 
results of the multiple regression analysis, the 
hypothesised relationships will either be rejected 
or accepted.

CONCEPTUAL MODELS SUPPORTING 
THE CONSTRUCTION OF THE STUDY 
MODEL 
Ruske, Fouche, Jeff rey, Kauschke, Shaw, 
Fieldgate, Pütter and Peer model (2013): 
Factors to consider in selecting FDI locations 
Th e choice of charateristics involved when 
making an assessment of the ideal location for 
FDI can be broadly divided into a fi ve-pillar 
model, according to Ruske et al. (2013:17). Th e 
FDI location can be analysed and profi led at 
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the hand of these fi ve characteristics. Th e fi rst 
characteristic is demographics and resources, 
which focusses on both the human and natural 
resources available in a location; Th e second 
characteristic is economics, which seeks to analyse 
how the resources are utilised and put to work to 
improve the economic situation of a location in 
question; Th e third characteristic is the business 
environment, where Ruske et al. (2013:18) seek to 
include the stability and security of the political 
environment as well as measuring the business 
climate in a potential location; Th e fourth 
characteristic include both trade and logistics, 
and aims to identify the trade linakges that have 
been established with the location including the 
procedures involved with trade and logistics; and 
the fi th characteristic of the model investigates 
the transport infrastructure, which involves an 
analysis of the full infrastructure abilities of a 
location as to gauge the current as well as the 
future potential.

Mkhize model (2010:7): Factors to understand 
when doing business in Africa 
Mkhize (2010:94) states that, when potential 
investors or MNCs are looking for possible 
opportunities, they will conduct a strategic 
analysis which normally utilises the analysing 
tool called a PESTEL analysis (political, 
economic, social, technological, environmental 
and legal) of the country or region under 
scrutiny. Th ere are various important factors 
that need to be considered by MNCs before a 
choice of suitable FDI location is made. Th ese 
issues are divided into seven main categories: 
Market factors; Political and Government factors; 
Legal and regulatory factors; Human resource 
factors; Infrastructural factors; Profi t retention 
factors; and Economic factors. In addition, 
Mkhize (2010:17) highlights three issues that 
serve as a directive for MNCs when looking for 
expansion possibilities in a competitive market. 
Th ese include cost conditions, which comprise 
constant analysis of the fi xed costing structures 
evident in a competitive environment and being 
more proactive when dealing with possible 
competitors; demand conditions, which include 
the size and maturity of the markets, pricing 
elasticity, product life cycles, penetration levels 
and degree of market segmentation; and history, 
which includes historical value chain issues and 

relationships that could prove insightful. Most 
MNCs will look for the correct combination 
of factors and consider risks before making a 
decision on how to enter.

Olsson and Strömwall model (2010): Eff ects of 
FDI on the host country 
According to Indopu and Talla (2010:4), there 
are two major benefi ts of FDI, namely, the direct 
eff ects of FDI on MNC effi  ciency and the indirect 
eff ects through spill overs produced by MNCs. 
Th is spill over eff ect also serves as a valuable 
source of technology and managerial knowledge 
for the local fi rms. Furthermore, employment and 
higher wages are listed as positive direct eff ects of 
FDI. Alternatively, competition is regarded as an 
indirect eff ect of FDI, causing either a positive or 
a negative impact on local fi rms, as there exists a 
real danger of MNCs taking profi ts and jobs away 
from local companies (Indopu & Talla, 2010).

HYPOTHETICAL MODEL OF THE 
INFLUENCE OF MNCS IN PROMOTING 
FOREIGN DIRECT INVESTMENT IN 
THE SOUTH AFRICAN BUSINESS 
ENVIRONMENT 
Th e information gathered from secondary sources, 
particularly the models designed by Ruske et 
al. (2013), Mkhize (2010) as well as Olsson and 
Strömwall (2010), assisted in identifying research 
gaps for further research. Th e current study 
seeks to develop a hypothetical model pertaining 
to the impact of MNCs in promoting the entry 
of FDIs and the eff ect thereof on the South 
African business environment. Th e developed 
hypothetical model depicted in Figure 1, can be 
summarised as follows:

• Independent variables: international 
marketing environment, stakeholder 
intervention, government considerations, 
resources, and FDI incentives. 

• Mediating variable: infl uence of MNCs in 
promoting FDI market entry strategy in SA 
business environment. 

• Dependent variables: competitiveness, 
sustainability, trade agreements, and 
commitment of traders . 
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HYPOTHESES 
Th e following research hypotheses are formulated:

Hypothesis H1: Th ere is a relationship between 
the international market environment and FDI in 
the South African business environment.

Hypothesis H2:  Th ere is a relationship between 
stakeholder intervention and FDI in the South 
African business environment.

Hypothesis H3:  Th ere is a relationship between 
government considerations and FDI in the South 
African business environment.

Hypothesis H4:  Th ere is a relationship between 
the availability of resources and FDI in the South 
African business environment.

Hypothesis H5:  Th ere is a relationship between 
FDI incentives and FDI in the South African 
business environment.

Hypothesis H6:  Th ere is a relationship between 
FDI and competitiveness in the South African 
business environment.

Hypothesis H7:  Th ere is a relationship between 
FDI and sustainability in the South African 
business environment.

Hypothesis H8: Th ere is a relationship between 
FDI and international trade agreements in the 
South African business environment.

Hypothesis H9:  Th ere is a relationship between 
FDI and commitment of traders in the South 
African business environment.

OPERATIONALISATION OF THE 
VARIABLES 
Table 2 summarises the operationalisation of 
variables of the study.

PROPOSED SIGNIFICANCE AND 
CONTRIBUTION OF THE STUDY 
Th e choice of entry strategy for a particular MNC 
is based on the market in which they currently 
operate, and the strength of their relative position 
in that market. When these considerations have 
been analysed and assessed, the MNC will decide 
on an entry strategy, or combination of strategies. 
South Africa has been one of the main economic 

FIGURE 1: HYPOTHETICAL MODEL REGARDING THE INFLUENCE OF MNCS IN PROMOTING FDI IN 
THE SOUTH AFRICAN BUSINESS ENVIRONMENT
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TABLE 2: SUMMARY OF OPERATIONALISATION OF THE VARIABLES 

Variables Defi nition Contributing authors
International 
marketing 
environment

Refers to those areas outside the 
domestic environment in which a 
MNC decides to invest.

Ganapavarapu and Chary 
(2015:1837);
Doole, Lowe and Kenyon (2017:6-7).

Stakeholder 
intervention

Refers to all groups or individuals 
(e.g. customers, management, 
shareholders and trade unions) 
who can aff ect or is aff ected by an 
organisation’s activities.

McGrath and Whitty (2017:732);
Kolk and Fortanier (2013:110);
González (2016);
Hebei University of Economics and 
Business (2016).

Government 
considerations

Refers to the actions that certain 
governments undertake to intervene 
in the business environment, forcing 
businesses to change their strategies, 
policies or operations in order to 
adapt.

Bothma and Burgess, (2011:243);
Department of Trade and Industry 
(2014);
National Treasury, (2011:2-4);
Cateora, Gilly and Graham 
(2009:169).

Availability of 
resources

Refers to natural resources, 
market potential, active stock 
exchange, cost and quality of labour 
resources, processing capabilities, 
infrastructural development and the 
availability of joint venture partners.

Poelhekke and van der Ploeg (2010);
Munongo (2015:3);
Mkhize (2010);
Masipa (2018:3);
Calitz, Wallace and Burrows (2013)

FDI incentives

Refers to the implementation of 
FDI friendly legislation, policies, 
frameworks and agreements that aim 
to attract the desired type of FDI to 
the host country market by utilising 
both fi scal and non-fi scal incentives.

Asafo-Adjei (2007);
Calitz et al. (2013:6);
Munongo (2015:67);
Gxoyiya (2011);
Department of Trade and Industry 
(2018b);
Hornberger, Battat and Kusek 
(2011:3).

Multinational 
Corporation 
(MNC)

Refers to a business organisation 
whose activities are located in 
more than two countries and is the 
organisational form that defi nes FDI.

Kogut (2001: 10197) cited in Morris 
(2015:1).

FDI 

FDI is defi ned as the long-term, 
signifi cant investment by a MNC 
or foreign direct investor in a fi rm 
situated in a foreign country (host 
country business entity). 

Chipeta (2018:19);
Bothma and Burgess, (2011:147);
Paulovich, (2016:7).

Competitiveness 

Refers to a host country’s level of 
preparedness while considering the 
local market and the international 
market, as well as the needs and 
wants of the citizens and MNCs.

Jeff rey (2016);
Coviello, Ghauri and Martin 
(1997:14);
Conrad (2011);
Claramunt (2010);
Dumludag (2009).
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drivers on the African continent and, as a result, it 
has attracted the majority of FDI on the continent, 
with the most prominent foreign investors. It is 
evident that through this study’s literature review 
as well as the proposed empirical investigation 
it will identify the role of MNCs in promoting 
the entry of FDI through diverse market entry 
strategies in conjunction with the host countries 
through policies and trade barriers. In addition, 
the study identifi ed the eff ectiveness of FDI in the 
South African business environment due to the 
infl ow of capital, skills transfers and innovative 
technologies.

Th e South African government is also eager to 
focus on attracting export-oriented FDI, primarily 
to inspire and encourage innovation and stimulate 
exports in local fi rms through the advantages 
associated with FDI, such as technology and skills 
transfers as well as competitive pressures.

Th e model developed during the course of this 
study may enable the South African government 
to adapt certain policy changes regarding FDI 
and the attraction of FDI towards South Africa 
into a more focussed approach into sectors 
lacking in investment. Th is study also investigates 
the relationship between the stakeholders 

involved in FDI, which may also prove to be 
of signifi cant value for future research as a 
measure of comparison or to assist in the long-
term sustainability of the FDI. Th is study further 
seeks to identify those FDIs which promote the 
transfer of technology and knowledge between 
countries/economies to the benefi t of all parties 
concerned. Lastly, the fi ndings of this study will 
create an opportunity for the South African 
economy to expand its off erings more extensively 
in international markets as to attract FDI.

Th e results of this study may additionally be of 
benefi t to other African countries who lack the 
capacity to develop adequate identifi cation of 
and protection against negative FDI. Th e fi ndings 
of this study contribute to better management 
of the emerging manifestation of the positive 
and negative factors related to FDIs – factors lie 
beneath the surface of what initially seems to be 
a benefi cial investment for all parties concerned 
– and the eff ect of this on development as well 
as on the infrastructure and economy of the 
South African business environment. Th is study 
will assist in identifying FDIs that promote and 
establish long-term linkages between diff erent 
economies which aims to both strengthen and 
expand the competitive position of the South 

Sustainability 

Refers to the long-term nature of 
MNCs investing through FDI and the 
lasting impact of any FDI on the host 
country’s business environment as 
well as its natural environment.

Kuhlman and Farrington 
(2010:3442);
Sauvant and Mann (2017:2); Ivković, 
Ham and Mijoč (2014:7).

Trade agreements 

Refers to all bilateral (or unilateral) 
and multilateral trade agreements or 
trade blocs that the South African 
government has been a part of as a 
way to improve international trade 
relations and to increase international 
investment.

Sahu, (2015:1030);
Brownsell (2012);
World Trade Organisation 
(2007:111-113).

Commitment of 
traders

Refers to the long-term commitment 
of MNCs to the South African market 
through the provision of government 
clarity on policy issues, including the 
protection of all assets, trademarks, 
copyrights and profi ts. 

Kim and Frazier (1997), as cited 
in Sharma, Young and Wilkinson 
(2006:64);
Tang (2015:21);
Department of Trade and Industry 
(2014);
Manasakis, Mitrokostas and Petrakis 
(2017).

TABLE 2: SUMMARY OF OPERATIONALISATION OF THE VARIABLES (CONTINUED) 
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African enterprise development initiatives as well 
as the economies of the investing neighbouring 
countries within the African continent.
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ABSTRACT 
Blockchain, or distributed ledger technology 
(DLT) is expected to revolutionise fi nancial 
services sectors world-wide. From a regulatory 
perspective, the South African Reserve Bank is 
also active in pursuing understanding of fi ntech 
innovation. However, the lack of academic studies 
pertaining to DLT technology in payment systems 
and other applications contributes to a widely 
reported defi ciency of conceptual and strategic 
clarity about this technology. Developed by Satoshi 
Nakamoto, the blockchain is an algorithm and 
distributed data structure for managing electronic 
cash between people unbeknown to one another, 
and without an intermediary. Essentially DLT is 
a generic term for technology that has a ledger 
which multiple parties use and is stored across 
multiple locations. DLT platforms are designed 
to be either permissioned or permissionless, 
although permissioned platforms are more 
likely to maintain a level of trust in the system 
through a closed set of participants along with a 
system administrator. Th ere are fi ve dovetailing, 
though distinct functionalities that are deemed 
potentially valuable for DLT in Financial 
Services (FS) application, i.e. consensus, validity, 
uniqueness, immutability and authentication. 
Yet, what is of utmost importance in payment 
system environments are interoperability and 
cybersecurity. Th e National Payment System 
(NPS) consists of an interoperable system that 
interlinks mechanisms, institutions, agreements, 
procedures, and rules to enable the fl ow and 
circulation of money. However, the NPS is a 
multi-faceted, highly complex system, which 

exacerbates considerations of application of DLT 
within this system. Indicative from the review 
is that risk management, consensus, validity, 
uniqueness, immutability, authentication, and 
cybersecurity are fundamental for research 
going forward regarding conceptual and strategic 
clarity for DLT in the South African NPS. Further, 
regarding the matter of complexity, it is argued 
that the pursuit of conceptual and strategic clarity 
for DLT in the South African NPS should be 
researched through a ‘wicked problem’ lens.

Keywords: Blockchain; Digital Ledger Technol-
ogy; National Payment System
 
INTRODUCTION 
Blockchain, or distributed ledger technology 
(DLT), has been heralded as a disruptive 
technology that will revolutionise fi nancial 
services (FS) sectors world-wide. A very recent 
global report on the rapid emergence of fi nancial 
technology (fi ntech) boldly states that fi ntech is 
becoming the benchmark of FS, with payments 
and money transfers driving the achievement of 
“initial mass [fi ntech] adoption in most markets” 
(Gulamhuseinwala, Hatch & Lloyd, 2017:7). Th e 
report indicates adoption rates that range from 
13% (in Belgium and Luxembourg) to 69% (in 
China). Th e average fi ntech adoption rate in 
the emerging economies of Brazil, China, India, 
Mexico and South Africa is purported to be 46%, 
while South Africa’s fi ntech adoption rate of 35% 
is slightly higher than the average global adoption 
rate of 33% (Gulamhuseinwala et al., 2017:8).
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From a regulatory perspective, the South African 
Reserve Bank (SARB) is clearly proactive in 
gaining an in-depth understanding of fi ntech 
innovation (Groepe, 2017:8). Th e SARB joined 
an informal intergovernmental fi ntech working 
group in 2013, issued a position paper on virtual 
currencies in the same year, and established a 
SARB working group on virtual currencies and 
DLT in 2016. In 2017 this focus was broadened to 
examine the emergence of fi ntech from a strategic 
perspective (Groepe, 2017:8).

Considering these developments, it is evident 
that there is a need for conceptual and strategic 
clarity regarding DLT and the future of the 
South African National Payment System (NPS). 
Th rough the review of available literature, this 
study aims to contribute towards this need and 
thereby establishing a research agenda towards 
conceptual and strategic clarity for DLT in the 
South African NPS.

PROBLEM INVESTIGATED 
Th e lack of academic studies pertaining to 
DLT technology in payment systems and 
other applications has contributed to a widely 
reported defi ciency of conceptual and strategic 
clarity about this technology on a global scale, 
and in a South African context. Shrier, Sharma 
and Pentland (2016:10) observe an absence of 
understanding among individuals from sectors 
such as government, academia and various 
industries. Th is is compounded by a constrained 
consideration of the potential dangers and 
advantages of using DLT. Shrier et al. (2016:10) 
summarise the lack of in-depth insight into 
and understanding of DLT as an observed 
“generalised awareness, but heterogeneous 
comprehension of the nuances”. Pettey (2017), 
in discussing DLT implementation failures, posit 
that “a primary cause of failure is a fundamental 
lack of understanding around the basic concept 
of blockchain technology, which results in a 
misalignment of its capabilities with the business 
problem that the enterprise is seeking to solve.”

RESEARCH OBJECTIVES 
Th e primary objective of this study is to establish 
a research agenda to serve towards conceptual 
and strategic clarity regarding the role that DLT 
can fulfi l in the South African NPS.

METHODOLOGY 
To achieve the objective of establishing a research 
agenda, it was deemed imperative to review the 
landscape of available literature as precursor 
to any form of empirical research aiming to 
achieve conceptual and strategic clarity for DLT 
in the South African NPS. Hence, pertinent and 
available literature relevant to conceptual and 
strategic clarity for DLT in the South African 
NPS was analysed. Th is allowed for objectivity 
and unbiasedness, contextualising the specifi c 
research problem within current published 
knowledge, and emphasising the signifi cance of 
and necessity for new research in that context 
(Cronin, Ryan & Coughlan, 2008:38).

Major themes addressed in the review of literature 
pertinent to DLT in an NPS context include the 
anticipated disruption of the FS sector, and an 
overview of DLT, and the South African NPS. 
In addition, the purpose of the review was to 
gain an understanding of the strategic impact of 
DLT on the NPS and of the challenges associated 
with innovation and progressive technological 
adaptations in the highly regulated and 
systemically important payment environment.

LITERATURE REVIEW 
Developed by Satoshi Nakamoto, the blockchain 
is “an algorithm and distributed data structure 
for managing electronic cash without a central 
administrator among people who know nothing 
about one another” (Wilson, 2017). Nakamoto 
intended for Bitcoin to provide a way in which 
electronic cash could be sent directly from one 
person to another in a peer-to-peer (P2P) manner 
that would not require a fi nancial institution to 
act as trusted intermediary (Nakamoto, 2008:1).

Th is development is regarded as revolutionary 
because with it Nakamoto solved the electronic 
double-spend problem (Nakamoto, 2008:1). 
Prior to Nakamoto publishing his seminal 
white paper on Bitcoin, digital money was 
merely regarded as data that is duplicated when 
transmitted electronically (Wilson, 2017). Th us, 
by eliminating the need for a bank or other 
trusted intermediary to oversee the provenance 
of a payment transaction, Nakamoto succeeded 
in designing electronic cash (Wilson, 2017).
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All Bitcoin transactions are validated by means 
of a distributed consensus system before being 
hashed or transacted, in chronological order, into 
a ‘block’. Bitcoin transactions are timestamped 
and hashed into “an ongoing chain of blocks” 
(Nakamoto, 2008:1), hence the term ‘blockchain’. 
Th e “integrity and chronological order of the 
chain of blocks are enforced with cryptography” 
(Bitcoin.org, n.d.). Th ese cryptographic rules stop 
preceding blocks from being altered in any way, 
as doing so would nullify all subsequent blocks.

Distributed ledger technology 
‘Distributed ledger technology’ (DLT) and 
‘shared ledger technology’ (SLT) are generic 
terms for technologies that possess (a) “a ledger, 
which (b) multiple parties (entities) use, and (c) 
are stored across multiple locations” (Platt, 2017). 
Platt (2017) further argues that a blockchain is 
“all three of these things” and therefore a type of 
DLT. Nonetheless, not all distributed ledgers rely 
on blocks or chains of blocks (BIS, 2017:3).

Brown (2016) indicates that the emergence of 
distributed ledger platforms allows “mutually 
distrusting actors…to reach consensus about the 
existence and evolution of facts shared between 
them”. Th is claim is echoed by Evans-Greenwood, 
Hillard, Harper and Williams (2016:9), who 
fi nd the promotion of DLT as a technology that 
builds trust to be untruthful. Instead, they argue, 
“distributed ledgers are tools to enable us to more 
eff ectively manage risk” (Evans-Greenwood et al., 
2016:38).

While Brown (2016) indicates that these ‘shared 
facts’ between fi nancial institutions refer to 
fi nancial agreements such as cash-demand 
deposits, derivative contracts or delivery-versus-
payment agreements, he also points out that the 
“fi nancial industry is…defi ned by the agreements 
that exist between…fi rms” (Brown, 2016). Th ese 
agreements, which can also take the form of 
payment instructions, are recorded by all parties 
in diff erent systems that can be costly to maintain.

DLT platforms are designed to be either 
permissioned or permissionless. Th e main 
diff erences between permissioned and 
permissionless platforms are highlighted in Table 
1 below. Th e Bank for International Settlements 
(BIS) proposes that permissioned platforms are 
“more likely to maintain a level of trust in the 
system through a closed set of participants, or the 
establishment of a system administrator” (BIS, 
2017:3).

Th e Blockchain bundle 
Brown (2016) argues that, although blockchain 
technology presents several benefi ts, its design 
choices render it mostly unsuitable for the 
banking industry. Likewise, Lehdonvirta (2016) 
holds the view that blockchain’s technical 
features are “in many ways inferior to more 
conventional technologies”. Th is is illustrated by 
the Visa payment network’s capacity to process 
fi ft y-six thousand transactions in the time that 
a blockchain can process seven transactions 
(Lehdonvirta, 2016). However, this is an area 
where signifi cant progress is being made, such as 

TABLE 1: PERMISSIONED PLATFORMS VS PERMISSIONLESS PLATFORMS 

Permissioned Permissionless
Closed-ended participation Open-ended participation
Use is aimed at consortiums Publicly available for use
Peering nodes advance the DLT Public nodes advance the DLT
Limited number of nodes Large number of nodes
Nodes are known, verifi ed and registered Nodes are anonymous
Nodes are semi-trusted Nodes are untrusted
Consensus mechanisms tend to be Proof of 
Stake

Consensus mechanism must account for 
maliciousness such as Sybil attacks

Consensus mechanisms tend to be Proof of 
Work

Source: Compiled from Baliga (2017:3)
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the EOSIO blockchain, which claims to produce 
a block every 3 seconds, with 99.9% transaction 
certainty within 1.5 seconds of cryptographically 
signing (or hashing) a block (EOSIO, 2017).

Brown (2016) further believes that Bitcoin is not 
a suitable, required or desirable design element 
in many potential blockchain use cases. Th e 
so-called ‘bitcoin package’ is only one element 
of the bigger ‘blockchain bundle’, and Brown 
(2016) warns against rejecting the entire bundle 
on the assumption that it is a “take-it-or-leave-
it deal”. Advocating the unbundling of the so-
called ‘blockchain bundle’, Brown (2016) argues 
that the bundle contains at least another fi ve 
“interlocking, but distinct” functionalities that 
are deemed potentially valuable in FS use cases. 
Th ese functionalities are consensus, validity, 
uniqueness, immutability and authentication, 
and described in the sections below.

Consensus 
‘Consensus’ refers to the integrity associated with 
shared facts (Brown, 2016a), while ‘consensus 
protocols’ refer to the “mechanisms by which 
all users within a distributed ledger agree on 
the validity of the underlying data” (ENISA, 
2016:10). ‘Consensus algorithms’ refer to the 
cryptographically secure updating of transactions 
in a “distributed shared state” (Baliga, 2017:5). Th e 
applicability and effi  cacy of consensus protocols 
are decided according to three properties: safety, 
liveness and fault tolerance. In this context ‘safety’ 
refers to the internal validity, or consistency, of 
the shared state. Baliga (2017:5) explains that 
a consensus protocol is considered safe if “all 
nodes produce the same output and the output 
processed by the nodes as valid according to the 
rules of the protocol”. ‘Liveness’ refers to non-
faulty nodes that participate in, and produce 
values, while ‘fault tolerance’ denotes the ability of 
a consensus protocol to “recover from failure of a 
node participating in consensus” (Baliga, 2017:5).

Consensus mechanisms are based on various 
ideologies, and therefore not all DLT platforms 
require the same mechanisms (Lewis, 2016). Th e 
Bitcoin blockchain ideology, for example, relies on 
“Proof of Work” as a defence mechanism (Lewis, 
2016) to protect against malicious behaviour 
(Baliga, 2017), and the “longest chain rule” to 

determine consensus and resolve confl icts (Lewis, 
2016).

Evans-Greenwood et al. (2016:16) theorise 
that a ledger is defi ned by its ideology, and the 
mechanism used to reach consensus. Th ese 
authors maintain that the defi nition and 
maintenance of those consensus mechanisms will 
provide the capacity for regulators to regulate 
distributed ledgers.

Validity, governance and regulatory compliance 
Validity defi nes a particular set of rules that allows 
users to recognise the validity of a certain proposed 
system update (Brown, 2016), and is closely linked 
to the debate around DLT governance, regulation 
and regulatory compliance.

Th e BIS (2017:1) contends that DLT is still too 
immature for blanket implementation; it has 
also expressed concern about the “absence of 
an eff ective and robust governance framework”. 
Th is concern is shared by the Hong Kong 
Applied Science and Technology Research 
Institute (Hong Kong ASTRI, 2016:3), which has 
expressed the need for regulatory authorities to 
consider comprehensively all “governance, risk 
management and legal issues associated with 
DLT” prior to the commencement of extensive 
DLT implementation.

Th e most pressing governance and regulatory 
matter in terms of payment systems is compliance. 
Metzger (2016) emphasises that compliance 
is absolute; it is not a gradual process, and the 
onus on banks to comply is “constant, fi xed and 
immovable”. Technology and its implementation 
enable compliance. Keeping up to date with 
fi nancial changes and evolution requires 
infrastructure and soft ware upgrades, and the 
implementation of new solutions. However, 
aside from the fundamental shift s in operating 
models, regulation must be applied consistently, 
thoroughly and with integrity (Metzger, 2016).

It is clear that when fi ntech enters a payment 
system environment, the complexity associated 
with governance and regulation increases 
signifi cantly. Unlike Bitcoin, where Nakamoto 
defi ned the rules, payment system rules are 
defi ned via regulation. Th e issue is ultimately the 
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application and enforcement of regulation via 
code, whether legal or technical.

Diff erentiating between the two sets of code, 
Lehdonvirta and Ali (2016:41) defi ne legal code 
as an extrinsic set of rules or legal obligations 
and the enforcement of consequences for 
non-compliance. De Filippi and Hassan 
(2016:2) point out that conventional laws are 
fundamentally “fl exible and ambiguous” and 
open to interpretation. Technical code is defi ned 
as “soft ware and protocols” (Lehdonvirta & Ali, 
2016:41) that intrinsically enforce compliance 
through the soft ware code itself, with non-
compliance triggering an error that results in no 
corresponding activity. Th is is confi rmed by De 
Filippi and Hassan (2016:2), who maintain that 
technical code cannot entertain ambiguity and, 
following from its absolute application of legal 
rules, can never be open to interpretation.

De Filippi and Hassan (2016:2) maintain that the 
problem arises when legal code is translated into 
technical code. Laws are applied and rigorously 
interpreted case by case, with common law 
developing over time from those interpretations. 
Translating the intentional ambiguity of laws 
into binary code is subsequently open to the 
interpretation of the coders, which provides the 
“power to embed their own interpretation of the 
law into the technical artifacts they create” (De 
Filippi & Hassan, 2016:6). As such, De Filippi 
and Hassan (2016:7) suggest that the “traditional 
conception of the law…might need to evolve 
into something that can better be assimilated 
into code. Both lawyers and legislators could 
increasingly be tempted to deliberately draft  legal 
or contractual rules in a way that is much closer 
to the way technical rules are draft ed.”

Conversely, it may be unnecessary for coders to 
translate laws and to imbed their interpretations 
into their code. Financial processes entrenched 
in regulatory integrity and analysed by breaking 
these processes down into fl ow charts, can be 
seen to be highly complex and intersecting. 
Recreating the logic of these fl ow charts for 
coding purposes is immensely intricate (Hearn, as 
quoted by Allison, 2017). As Hearn (as quoted by 
Allison, 2017) points out, “the act of changing the 
ledger surrounded by workfl ows is very hard to 

programme”. Authenticating data transmissions 
to eliminate the possibility of forgery, or 
providing on-demand audit trails of transactions, 
is based on exceptionally complex technical 
code and programming mechanisms (Hearn, as 
quoted by Allison, 2017). Th e governance of DLT 
is therefore embedded in the competence and 
programming ability of soft ware engineers and 
cryptographers who use DLT to create outcomes-
driven implementations of fi nancial processes 
and provenance.

Uniqueness 
Silva (2017) describes Bitcoin as a “decentralised 
peer to peer electronic version of cash that 
maintains its value without backing or inherent 
value” and compares blockchain or DLT’s ability 
to facilitate the digital transfer of value with the 
manner in which the Internet facilitates the digital 
transfer of information. Brown (2016) clarifi es 
blockchain’s digital transfer of value capability as 
the “anti-double-spend feature of blockchains” 
that is refl ected in the ability of nodes to 
diff erentiate any confl ict between two or more 
valid proposed updates, and to accept or reject 
any or all of these updates.

In addition, smart contracts: “…can be thought of 
as a digital means of facilitating the exchange of 
anything of value in a way that is transparent and 
removes middlemen such as lawyers, notaries, 
and others. Smart contracts perform this function 
by carrying out the terms of the digital contract 
itself.” (Silva, 2017).

Immutability 
Believing the term ‘immutability’ to be widely 
misunderstood, Brown (2016) argues that 
although the term is commonly associated with 
the belief that data cannot be changed once it has 
been committed, that assumption is incorrect. 
Data can be changed, but, based on consensus 
between users, a transaction will be rejected “if 
it tries to build on a modifi ed version of some 
data that has already been accepted by other 
stakeholders” (Brown, 2016). Likewise, Lewis 
(2016) states that immutability is relative, and 
that data can be changed, but it is “extremely hard 
to change without collusion, and if you try, it’s 
extremely easy to detect the attempt”.
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Consensus mechanisms dictate the level of 
security and robustness of a DLT platform (Baliga, 
2017:4), and are dependent on the cryptographic 
hashing of data: “hashes are the basis of the 
security and immutability of blockchains” (Lewis, 
2016).

Authentication 
In a digital environment, trust is established 
between parties in two ways: by authentication 
and by authorisation. Authentication takes place 
when parties can prove to one another that they are 
who they say they are; authorisation is provided 
when parties can prove that they have permission 
to take or request certain actions (Walport, 
2016:13). In this regard fi nancial cryptographer 
Ian Grigg (as quoted by Allison, 2016) states that: 
“It’s not getting into the chain that’s the issue; it’s 
fi nding out who you are talking to. Once you 
have that, you have the ability to layer diff erent 
industries together on the same fabric, if you like, 
and you don’t have to worry too much about KYC 
[Know Your Customer] and AML [Anti-Money 
Laundering] on the entry point; you do it on the 
trade point. So, there are a range of options here.”

Fundamental to the authentication discourse 
is the verifi cation of identity in a digital 
environment. Identity can be authenticated by 
means of a token linked to the identity (such as a 
pin number linked to a bank card or a fi ngerprint 
linked to a driver’s licence), while privacy is 
maintained (actual identities are not known). 
Grigg (2017) highlights compliance, security and 
customer service as three drivers of identity in a 
commercial environment.

‘Authentication’ can refer to authenticated nodes 
and to authenticated participants. ‘Authenticated 
nodes’ refer to access granted to authorised parties 
following the passing of security authentication 
(Hong Kong ASTRI, 2016:48). In a permissioned 
DLT environment, authentication reduces “the 
risk of a dishonest validating node mishandling 
the operation of the permissioned DLT network 
and misappropriating transaction records within 
the network” (Hong Kong ASTRI, 2016:48). 
However, when identities are authenticated to 
another person or to an organisation such as a 
bank, the identity or credentials of the second 
party must also be asserted or authenticated 

(Walport, 2016:13). Fraudulent authentication, 
such as transacting with stolen or cloned bank 
cards, phishing and spear phishing, is an element 
of fi nancial cybercrime.

DLT considerations in a payment system 
environment 
Interoperability and cybersecurity are of 
the utmost importance in payment system 
environments. Due consideration is therefore 
given to DLT in terms of interoperability, and in 
terms of cybersecurity in this section.

Interoperability 
Th e South African Reserve Bank (SARB) 
regards technical interoperability in the NPS as 
crucial and subsequently requires innovation 
to achieve a potential reduction in operational 
cost and complexity in the NPS (SARB, 2011:3). 
Similarly, the BIS (2017:1) cites DLT’s potential 
“lack of interoperability with existing processes 
and infrastructures” as a major risk to payment, 
clearing and settlement activities, while the World 
Economic Forum (WEF) deems interoperability 
to be a critical condition of DLT implementation 
(WEF, 2015:39).

Francis, Kirby, Harris, Buxton, Cohen, 
Castlo, Th omas, Hutton, West, Doyle and 
Macmillan (2017:23) highlight the importance 
of interoperability between DLT solutions to 
realise the maximum benefi t from a DLT and 
suggest that “industry should seek opportunities 
to agree common defi ned terms and operating 
standards…open source protocols…can aid 
in this process”. While it is understood that 
Francis et al. (2017) envisage a DLT-dominated 
world, other institutions suggest the process 
to migrate to DLT will be gradual (Hong Kong 
ASTRI, 2016:32). In line with the importance 
of interoperability, DLT needs to “integrate or 
interface with the existing range of applications” 
(Hong Kong ASTRI, 2016:32). Th e “complex 
fi nancial world…already has a comprehensive 
set of multifaceted fi nancial transactions systems, 
which work together to perform many diff erent 
kinds of fi nancial transactions” (Hong Kong 
ASTRI, 2016:32). ASTRI (2016:32) conceptualises 
various interoperable “interfacing mechanisms” 
to integrate legacy systems with DLT.
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Hearn (as quoted by Allison, 2017) promotes a 
pragmatic approach regarding the integration of 
DLT with existing soft ware and infrastructures. 
Arguing that there is no reason to relinquish 
existing, powerful infrastructures, Hearn (as 
quoted by Allison, 2017) emphasises that DLTs 
can and should be built using standardised 
and reusable code such as Java. Referring to 
the potential relationality of viewable ledger 
subsets, Hearn (as quoted by Allison, 2017) 
maintains that such data could be “queried with 
SQL [Structured Query Language] and regular 
database technologies”. He further states that the 
data could be “merged with private datasets” and 
exported to regular spreadsheets, which serves to 
illustrate how DLT can interface with non-DLT 
mechanisms.

Following the discussion on authentication 
as an integral part of the blockchain bundle, 
Walport (2016:13) highlights the importance of 
interoperability between diff erent DLT platforms. 
In addition to interoperability of authentication, 
Walport (2016:74) further distinguishes data 
interoperability (Data must have the same syntactic 
and semantic foundations), policy interoperability 
(Policies must be aligned or based on an agreed 
common policy) and standards interoperability 
(eff ective, collaborative implementation and use 
of international standards).

Cybersecurity 
Cebula and Young (2010:12) defi ne operational 
cybersecurity risks as “risks to information and 
technology assets that have consequences aff ecting 
the confi dentiality, availability, or integrity of 
information or information systems”. Th ese risks 
can be organised into four domains: actions of 
people, systems and technology failures, failed 
internal processes and external events (Cebula & 
Young, 2010:14). A number of cybersecurity risks 
are specifi c to DLT, and span both permissioned 
and permissionless platforms.

Permissionless platforms are vulnerable to 
consensus hijack, where malicious nodes gain 
control over a substantial number of participating 
nodes and in doing so compromise the integrity 
of the consensus mechanism (ENISA, 2016:15). 
ENISA (2016:15) also highlights the vulnerability 
associated with sidechains in permissionless 

platforms, where nodes may not contribute 
suffi  cient hashing capability to secure a sidechain.

In permissioned platforms, consensus is directed 
by relevant regulation. ENISA (2016:16) argues 
that impacts resulting from exploitative regulatory 
actions could be immediate and severe.

Scalability is oft en regarded as a risk, specifi cally 
in the payment, clearing and settlement context, 
where transaction volumes can fl uctuate 
considerably. In this regard DLT platforms must 
be capable of processing large payment volumes 
on an ongoing basis, as well as peak volumes 
brought on by seasonality or market volatility 
(BIS, 2017:15).

DLT in highly regulated payment and 
settlement environments 
Th ere has been a substantial amount of interest in 
using DLT for highly regulated central banking 
functions such as payments and settlements. In 
this regard Khoza (2016) fi nds that the South 
African regulatory payments framework “could 
quite easily accommodate the use of Blockchain” 
and that eff ecting and recording transactions 
on DLT align with a ‘payment system’ and a 
‘settlement system’ taxonomy.

Internationally a number of central banks 
are investigating and researching the possible 
applications of DLT in payments and settlements. 
Th e BIS, which is based in Basel, published an 
analytical framework regarding the use of DLT 
in payment, clearing and settlement at the end of 
February 2017 (BIS, 2017:iii) and, in 2016, the Inter-
American Development Bank, headquartered 
in Washington, published a discussion paper 
on digital money in central banks (Ketterer & 
Andrade, 2016:1). Th e Board of Governors of the 
Federal Reserve System in the United States of 
America explains the Federal Reserve’s interest in 
DLT in a report published in 2016 (Mills, Wang, 
Malone, Ravi, Marquardt, Chen, Badev, Brezinski, 
Fahy, Liao, Kargenian, Elithorpe, Ng & Baird, 
2016:3) while the Australian Payments Council 
set forth that country’s payments system shift  
towards the digital economy in 2015 (Australian 
Payments Council, 2015:4). Th is list is by no 
means exhaustive and serves to illustrate the 
commitment of the international central banking 
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community to investigating DLT in payments 
and settlements use cases.

In this regard the SARB has not yet indicated its 
position on DLT but has made clear its stance on 
cryptocurrencies. Th e SARB does not regulate 
cryptocurrencies at this time, in accordance with 
its position that cryptocurrencies are not widely 
used and are consequently “not posing a threat 
to fi nancial stability, price stability or the national 
payments system” (Naidoo, 2017).

However, the SARB has stated its openness to 
considering the cryptofi cation of fi at currencies, 
with the head of the SARB’s National Payments 
System Department (NPSD), Tim Masela, stating 
that the SARB is open to “issuing a national 
digital currency, which would likely be based on 
Blockchain or Distributed Ledger Technology” 
(Naidoo, 2017). According to Gamaroff  (as 
quoted by BusinessTech, 2017), and pending 
confi rmation from the SARB, the South African 
central bank is open to testing cryptocurrency-
related regulations and will begin doing so in a 
sandbox environment towards the end of 2017.

Th e South African National Payment System 
Th e BIS (CPPS, 2003:38) defi nes a payment system 
as “a set of instruments, banking procedures 
and, typically, interbank funds transfer systems 
that ensure the circulation of money”. Th e SARB 
describes the NPS as the complete payment 
value chain, starting at the payer and ending at 
the benefi ciary. Th is value chain, which consists 
of interoperable or easily interlinked “tools, 
systems, mechanisms, institutions, agreements, 
procedures, rules or laws applied or utilised to 
eff ect payment” (SARB, 2011:2) on business and 
technology levels, facilitates the exchange of 
value between transacting parties by enabling the 
money to fl ow and circulate.

As such, the SARB regards the continued 
functionality, effi  ciency and eff ectiveness of the 
NPS as a strategic necessity. In this regard risk 
reduction and interoperability are seen as crucial, 
in keeping with global central bank best practice 
(SARB, 2011:2).

Sections 223 to 225 of the South African 
Constitution (Constitution of the Republic of 

South Africa, 1996) provide for central bank 
function to be fulfi lled by the SARB. As such, the 
SARB is mandated by section 3 of the Reserve 
Bank Act (90/1989) to “protect the value of 
the currency of the Republic in the interest of 
balanced and sustainable economic growth”.

In addition, the SARB’s powers and duties in terms 
of the NPS are proxied by section 10(1)(c)(i) of 
the Reserve Bank Act (90/1989), which states that 
it may “perform such functions, implement such 
rules and procedures and, in general, take such 
steps as may be necessary to establish, conduct, 
monitor, regulate and supervise payment, clearing 
or settlement systems”.

Subsequently, in 1994, the SARB, in collaboration 
with the South African banking industry, 
formulated and published the South African 
Payment System Framework and Strategy 
document (colloquially known as the ‘Blue 
Book’). Th e Blue Book outlined a ten-year strategy 
to modernise and develop the domestic payment 
system (Banking Enquiry Panel, 2008:418).

Th e Blue Book strategy outlined the formation 
of a payment system management body 
(the Payment Association of South Africa, 
or PASA). While PASA was to be pivotal in 
creating and monitoring a number of payment 
stream associations (Banking Enquiry Panel, 
2008:419), the SARB retained inclusive oversight 
responsibility pertaining to the security and 
reliability of the NPS (SARB, 2011:3).

Interoperability – Legacy Systems in Banking 
Interoperability, from a technical perspective 
specifi cally, is described by the SARB as the 
capacity and capability of systems of diverse 
computer terminals, networks and infrastructure 
that, in the absence of standardised operating 
systems, interface optimally without disturbances 
or interventions. According to the SARB, such 
interoperable systems “lead to the development of 
large network externalities, which, in the longer 
term, reduce the operational cost and complexity 
for all customers” (SARB, 2011:3).

However, banks have struggled with legacy 
banking systems for decades (Delaporte, Price & 
Bastid, 2017:5), with many of these legacy systems 
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dating back to the 1970s and 1980s (Sanchez, 
2017). Th ese systems were developed at the 
beginning of the Th ird Industrial Revolution – 
also known as the computer or digital revolution, 
which was defi ned by the development of semi-
conductors and mainframe computers in the 
1960s; personal computing in the 1970s and 
1980s; and the Internet in the 1990s (Schwab, 
2016:9).

Sanchez (2017) provides insight into the 
development of banking core systems 30 or more 
years ago. At that stage, the initial systems were 
developed to manage information, but these 
systems were developed in isolation within 
banks and even within banking departments. 
Th is resulted in poorly documented and non-
standardised system protocols. Mergers and 
acquisitions added to the number of banking 
systems that had to be synchronised and, with the 
prevalence of under- and undocumented system 
rules, tracking and enforcing system objectives 
became particularly challenging (Sanchez, 2017).

Th e development and implementation of “system-
to-system communication, also called point-to-
point integration” (Sanchez, 2017), or soft ware 
patches linking systems in elaborate ways, 
provided a solution at the time. Th e management 
and maintenance of these individual systems and 
“homegrown workarounds” (Deloitte, 2008:1) 
became highly complex and ultimately systems 
started duplicating functions in an eff ort to 
reduce the complexities.

Over the next three decades, the banking 
environment changed substantially, and these 
systems were adapted and patched on an 
ongoing basis to keep up with the changes. 
Th ese modifi cations resulted in highly complex, 
interconnected systems that became very diffi  cult 
to manage (Sanchez, 2017). Th ese systems are 
referred to as ‘legacy systems’, based on the 
unavailability of technical or soft ware support for 
them, and on their inability to meet the banks’ 
operational requirements (Techopedia, 2017).

It is evident that although the banking legacy 
systems may have been aligned with the NPS’s 
interoperability requirements in the past, and 
although the initial capabilities of these systems 

were eff ective in the past (Deloitte, 2008:2), 
these systems are not conducive to innovative 
technological advancements in banking or FS 
(Sanchez, 2017). Delaporte et al. (2017:28), 
Geurden, Loh, Muralitharan and Reveal (2016:2) 
and Barnes (2015) confi rm that these rigid legacy 
systems are severely constraining innovation 
while Boskovich (2016) emphasises that the 
addition of digital banking channels to legacy 
systems “magnifi es the defects”. Boskovich (2016) 
further argues that it can take banks between four 
hundred and fi ve hundred days to execute one 
change to a banking product because “products 
are hard-coded inside the core systems and 
various silos”.

Freeman (2013) warns that regulators are 
worried about legacy systems being very old 
and antiquated, and that the risks associated 
with these outdated systems are exacerbated by 
rapidly reduced skills to maintain and support 
them as the programmers who developed and 
maintained these systems are retiring, retired or 
deceased. Freeman (2013) claims that “original 
batch processes have been patched and built 
on to create the illusion of real-time banking – 
but the underlying reality is a vulnerable mess”. 
According to Barnes (2015), regulators in the 
United Kingdom are examining the “critical 
infrastructure and technology platforms” of the 
main deposit-taking banks to ensure ongoing 
interoperability.

According to Metcalfe (2011:38), in 2011 the 
South African banks regarded the “prevalence of 
legacy systems and system duplication” as a major 
technological weakness. Th e Nedbank Group, 
which reportedly operated 250 core systems in its 
shared services units in 2010, managed to reduce 
the number to 176 in 2014, and fi nally to just one 
by 2015 by implementing enterprise resource 
planning (ERP) soft ware (Tarrant, 2016). Tarrant 
(2016) further reveals that Standard Bank is busy 
installing a similar ERP system as part of a fi ve-
year implementation plan.

A 2011 report indicates that the Big Four banks in 
South Africa (all of whom have “multiple legacy 
and mainframe systems that necessitate elevated 
levels of investment” (Tarrant, 2016)) were 
planning to spend more than R30 billion on IT 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

739

platforms during the period 2012–2014 (Metcalfe, 
2011:38). However, the combined IT spend of 
the Big Four banks increased substantially and 
the four banks spent in excess of R30 billion in a 
12-month period (July 2015 to June 2016). In this 
regard Standard Bank spent R13.9 billion (as part 
of the fi ve-year ERP roll-out), FirstRand Bank 
spent R6.8 billion, the Barclays Africa Group 
spent R7.2 billion and the Nedbank Group spent 
R3.8 billion (Tarrant, 2016).

Th ese amounts represent expenditure of almost 
15% of operational budgets (Tarrant, 2016). It is 
estimated that the maintenance of legacy systems 
can represent 70% to 80% of banks’ IT spending 
(Deloitte, 2008:5), with mainframe running costs 
not only accounting for 30% to 40% of IT spend, 
but growing at a rate of 5% to 10% per annum 
(Barnes, 2015). South African bank Capitec, 
which does not have a complex legacy system, 
spent just over 2% of its operating expenses on IT 
during 2016, while the Big Four’s IT spend was as 
follows: Standard Bank – 19%, Barclays Africa – 
13%, FirstRand Bank – 10% and Nedbank – 14% 
(Tarrant, 2016). Th ese fi gures put Delaporte et al.’s 
(2017:28) opinion that “digital transformation 
over decades has been focused on making 
processes cheaper rather than making them 
better” into perspective, as does the intention 
of Discovery Bank (South Africa’s newest bank) 
to spend R1 billion on a new digital banking 
infrastructure. Th e new digital system, which will 
be purpose built, will allow Discovery Bank to 
avoid maintaining and supporting hundreds of 
complex systems. It will also eliminate the need 
for Discovery to transition from legacy systems 
(Tarrant, 2016).

Geurden et al. (2016:1) maintain that modern 
core banking systems must be better than their 
antiquated processors; they must do “much more 
than just act as the system of record for credits 
and debits”. According to the 2016 World Retail 
Banking Report (CapGemini, 2016:26), bankers 
globally agree that “banking is evolving to become 
a series of inter-connected digital fi nancial 
services within a secure and regulated ecosystem”. 
However, less than 13% of those bankers regard 
their banks’ core systems as “capable of sustaining 
such an ecosystem” (CapGemini, 2016:26).

Mindful of its NPS oversight role, acting in the 
interests of the NPS in totality, and considering 
the rapid pace of new payment technology 
development, the SARB maintains a position 
that “regulation will follow innovation” (SARB, 
2011:3). However, this position is conditional on 
payment system innovations that balance NPS 
interoperability with sustainable innovation. In 
addition, the SARB prefers innovative payment 
systems that adhere to standards that are widely 
accepted internationally, and that are “uniform 
and open” (SARB, 2011:4). Th e SARB further 
values collaboration between payment system 
role players (SARB, 2011:4).

CONCLUSIONS AND DIRECTIONS FOR 
FUTURE RESEARCH 
DLT is set to potentially revolutionise FS, based on 
the premise of allowing for mutually distrusting 
actors to reach consensus about the existence 
and evolution of facts shared between them, 
thus enabling the more eff ective management 
of risk. However, in terms of permissionless and 
permissioned platforms, permissioned platforms 
are more likely to maintain a level of trust in the 
system through a closed set of participants, along 
with the establishment of a system administrator. 
In addition, there are fi ve interlocking, albeit 
distinct functionalities that are deemed 
potentially valuable for DLT in FS application, 
i.e. consensus, validity, uniqueness, immutability 
and authentication. Yet, what is of utmost 
importance in payment system environments are 
interoperability and cybersecurity.

DLT has drawn substantial interest in relation 
to highly regulated central banking functions 
such as payments and settlements, including the 
international central banking community. In the 
South African regulatory payments framework, it 
is believed that DLT could also be accommodated 
as the eff ecting and recording of transactions 
on DLT align with the payment- and settlement 
system arrangement. Th e SARB has, however, has 
not yet indicated its position on DLT but has made 
its stance on cryptocurrencies clear. At this time, 
the SARB does not regulate cryptocurrencies as 
it is not yet widely used and are consequently not 
posing threats to local fi nancial stability, price 
stability or the national payments system. Th e 
SARB has nevertheless indicated its willingness to 
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considering the cryptofi cation of fi at currencies.

Th e NPS consisting of an interoperable system that 
interlinks mechanisms, institutions, agreements, 
procedures, and rules applied to eff ect payments 
on business and technology levels to enable the 
fl ow and circulation of money. Nonetheless, 
banks have struggled with legacy banking 
systems for decades which are not conducive 
to innovative technological advancements in 
banking or FS. In fact, these rigid legacy systems 
are severely constraining innovation with the 
addition of digital banking channels to legacy 
systems magnifying the defects. In this regard, 
mindful of its NPS oversight role, whilst cognisant 
of the rapid pace of new payment technology 
development, the SARB maintains a position 
of “regulation will follow innovation.” Th is 
position is however subject to payment system 
innovations that balance NPS interoperability 
with sustainable innovation, adhering to uniform 
and open internationally accepted standards.

Of signifi cance though, is that the NPS is a 
multi-faceted, highly complex system which 
is diffi  cult to grasp, further exacerbating 
considerations of application of DLT within this 
system. Although indicative from the review 
that (1) risk management, (2) consensus, (3) 
validity, (4) uniqueness, (5) immutability, (6) 
authentication, (7) interoperability and (7) 
cybersecurity are fundamental for research 
going forward regarding conceptual and strategic 
clarity for DLT in the South African NPS, the 
matter of complexity cannot be negated. Hence, 
it is argued that the pursuit of conceptual and 
strategic clarity for DLT in the South African NPS 
should be researched through a ‘wicked problem’ 
lens. Th e term popularized by seminal authors 
Rittel and Webber (1973), refers to problems 
with high levels of uncertainty and confl icting 
values and are highly and dynamically complex. 
Comprehending wicked problems is evasive and 
elusive, and wicked problems are fundamentally 
indefi nable, with Rittel and Webber (1973:158-
169) developing ten distinctive attributes to 
describe the nature of wicked problems:

1. Th ere is no defi nitive formulation for a wicked 
problem 

2. Wicked problems have a no stopping rule

3. Solutions to wicked problems are not true-or-
false, but good-bad

4. Th ere is no immediate test of a solution to a 
wicked problem

5. Every solution to a wicked problem is a ‘one-
shot operation’

6. Wicked problems do not have an enumerable 
set of potential solutions 

7. Every wicked problem is essentially unique
8. Every wicked problem can be considered to 

be a symptom of another problem
9. Th e existence of a discrepancy that represents 

a wicked problem can be explained in 
numerous ways

10. Th e planner has no right to be wrong
Although these attributes only partly represent 
problems encountered in the NPS, the NPS 
appears to correlate strongly with a wicked 
problem concept, based on Rittel and Webber’s 
ten attributes, even though Rittel and Webber do 
not dictate the number of attributes required for 
a problem to be categorised as wicked (McCall & 
Burge, 2015:29).

Th e undesirable, yet inevitable consequences of 
wicked problems can, however, be alleviated by 
“positioning the broad trajectory of culture in new 
and more desirable directions” (AC4D, n.d.). Th e 
manner in which consequences that stem from 
NPS problems, intended solutions and unintended 
consequences can be redirected should be subject 
to regulatory and market conduct oversight. At 
the same time fragmentation among stakeholders 
should be avoided (Conklin, 2009:17).
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ABSTRACT 
South African automotive companies have to 
compete on price and quality against companies 
in the developed economies of Europe and 
the USA. Costs therefore have to be managed 
without compromising on quality, while ensuring 
long-term strategic growth. Th e aim of this 
paper was to evaluate the relevance of strategic 
cost management (SCM) in the achievement of 
strategic objectives in a South African automotive 
company. An instrumental case study approach 
was followed using qualitative data collection 
techniques of a questionnaire and interviews. 
Th e structured questionnaire was completed 
by senior staff  from various fi elds of expertise 
and this data were complemented by two face-
to-face interviews with senior managers. Th e 
main fi ndings include that constant pressure 
from the parent company has led to a short-
term focus. Th is was exacerbated by employees 
being rewarded for short-term performance. 
Furthermore, the company did not develop, apply, 
and review SCM tools and techniques. Th is is the 
fi rst study to evaluate SCM in the achievement 
of strategic goals. Additionally, it is the fi rst of its 
kind in the South African automotive industry. 
Insight was provided into the agency relationship 
between a parent company and its subsidiary. It 

was surprising that a successful multinational 
company will take – and reward – short-term 
decisions in lieu of long-term strategic growth.

Keywords: Strategic cost management, auto-
motive industry, cost-cutting, agency theory
 
INTRODUCTION 
Companies oft en take short-term cost-
cutting decisions to improve their profi tability 
(Wasilewski, 2013:39). Cost-cutting in itself is not 
undesirable, but it should not be at the expense 
of long-term strategic growth (Howell, 2016). 
South African motor vehicle companies produce 
vehicles for the world market, which means a 
locally manufactured product is identical to that 
made in the United States, Europe or South Africa. 
Th is implies that local vehicle manufacturers must 
be able to deliver on technology and quality levels 
that are on a par with those anywhere else in the 
world, at comparable cost (AIEC, 2015:9). Yet, it 
can be questioned whether such manufacturers 
use short-term cost-cutting techniques as 
opposed to long-term strategic cost management 
techniques that could lead to competitive 
advantage in the industry. Th e world’s leading 
motor manufacturers, Toyota and Volkswagen, 
set an example through the adoption of 
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innovative cost-saving platforms. A considerable 
share of their vehicle manufacturing was moved 
to new cost-saving production platforms with an 
increased use of common components. Toyota 
expects to reduce development costs by at least 
20% through this new cost-saving platforms 
(Bloomberg, 2015). Nazarko (2011:228) 
examined the benefi ts of a strategic approach to 
cost management and identifi ed mechanisms to 
mitigate risks associated with cost-cutting. Cost 
has to be managed without compromising quality 
in order to ensure long-term strategic growth 
(Santos et al., 2018:571).

According to Flint (2007:48), the automotive 
industry failed to learn from its mistake of 
making cost-cutting its major goal, as it ‘always 
leads to disaster’. Ge and Jackson (2014) continue 
by arguing that cost reduction measures could 
lead to increased risks for automotive companies 
pursuing a diff erentiation strategy. However, 
if cost reduction is managed with a strategic 
approach, it will result in considerable value 
for the company through reduced costs and 
competitive advantage. Th is was demonstrated 
by the Hyundai Automotive Group during 2006, 
when its Chairman ordered a 30% reduction in 
costs. Instead of executing sweeping cuts across 
the board, a strategic approach was followed 
by exempting value-adding activities from cost 
reductions. Th is involved proactively supporting 
and agreeing to cost increases from suppliers 
determined to improve engineering, design and 
quality (Courtenay, 2006:44). Th e company also 
chose not to cut back on research and development 
expenditure or curtailed expansion programmes 
in key markets such as the US, China and India 
(Courtenay, 2006:44).

Strategic cost management (SCM) can be 
defi ned as the effi  cient and eff ective use of cost 
management techniques by a company to support 
its implementation and achievement of strategic 
objectives (Cooper  &  Slagmulder, 2003:23; 
Anderson, 2006:481; Miculescu & Miculescu, 
2012:863). Th e signifi cance of SCM was raised 
by Blocher et al.  (2010:viii), highlighting the 
importance of the role of cost management in 
assisting the running of a company to attain 
success through strategy implementation. Several 
in-depth studies on SCM have been conducted in 

the fi eld of value chain, supply chain and cost driver 
analysis (Dubois, 2003; Shank & Govindarajan, 
2008; Anderson & Dekker, 2009a, 2009b; 
Anderson et al., 2013; Savić et al., 2014; Henri et 
al., 2016). Th ese studies have been supplemented 
by extending the research focus to include the 
impact of SCM on the broader company and 
beyond (Cooper & Slagmulder, 2003; Gliaubicas 
& Kanapickiene, 2015). However, few studies have 
focused on the perceptions and relevance of SCM 
in the achievement of strategic objectives. Th e 
objective of this study is to evaluate the relevance 
of SCM in the achievement of strategic objectives 
in a South African automotive company – that 
forms part of a multinational group.

Companies operate to maximise both their value 
and profi tability, but it can be questioned whether 
managers are performing optimally for the 
benefi t of shareholders or themselves (Jensen & 
Meckling, 1976). Roth and O’Donnell (1996:678) 
extended the agency theory by elucidating the 
design of compensation strategy in foreign 
subsidiaries contending within global industries. 
Agency theory posits that an agency relationship 
exists between the principals (shareholders) and 
agents (managers), who are authorised to run 
the business on their behalf (Jensen & Meckling, 
1976; Schneider, 2013:30; Panda & Leepsa, 
2017:75). However, where principals and agents 
are concerned only with self-interest, agency 
confl ict arises. Proper synchronisation and 
teamwork between these two parties can lead to 
securing their fi nancial performance (Panda & 
Leepsa, 2017:91).

CONTEXTUALISING KEY CONCEPTS 
In order to present the fi ndings of the paper, 
key concepts should be contextualised to create 
an understanding of the questions posed to 
respondents and resulting answers that were 
recorded.

Cost cutting and strategic cost reduction 
A study by Nazarko (2011) exposes the perils of 
cost cutting by demonstrating that the National 
Health System of England had terminated services 
that delivered real benefi ts when they should 
have been expanded, whilst retaining services 
that should have been rationalised. A second 
study by Buchler (2014) in the American medical 
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SCM tool or 
technique Relevant literature

Activity Based 
Costing (ABC) 
and Management 
(ABM)

By evaluating the application of ABC and ABM in wholesale distribution 
companies, Player and Gibson (1999) demonstrate how the two activity based 
methods successfully achieve the principles of SCM.

Target costing

Target costing is primarily a technique to strategically manage a company’s 
future profi ts. It achieves this objective by determining the lifecycle cost 
at which a company must produce a proposed product with specifi ed 
functionality and quality if the product is to be profi table at its anticipated 
selling price. By estimating the anticipated selling price of a proposed product 
and by subtracting the desired profi t margin, a company can establish its target 
cost. Th e key is then to design the product so that it satisfi es customers and can 
be manufactured at its target cost (Cooper & Slagmulder, 1999).

In the automotive sector, target costing is considered to be an eff ective cost 
management technique in the lowering of costs and creation of competitive 
advantage. Goodyear uses target costing to bring higher quality products 
to consumers faster, more profi tably and at lower costs than ever before 
(Gibara, 1999). Mercedes Benz used target costing to its advantage during the 
development of a new product (Albright, 1998).

Life cycle costing

Stark (2015) defi nes Product Lifecycle Management as the business activity of 
managing, in the most eff ective way, a company’s products all the way across 
their lifecycles from the very fi rst idea for a product all the way through until it 
is retired and disposed of.

Benchmarking

Benchmarking is the process of comparing and measuring your company 
against others, anywhere in the world, to gain information on philosophies, 
practices, and measures that will help your company take action to improve 
its performance. Benchmarking gathers the tacit knowledge, the know-how, 
judgements and enablers that explicit knowledge oft en misses. A study by Voss 
et al. (1997) shows that the use of benchmarking is linked strongly to both 
improved operational performance and business performance.

Fixed cost 
analysis

Fixed cost remains constant regardless of a change in activity levels. Analysing 
fi xed cost is imperative as it can change if the activity level increase is large 
enough or it becomes problematic when fi xed cost has to be allocated to 
production units (Seal et al., 2012).

5S

Th e 5S concept originates from a Japanese acronym for “seiri (organisation), 
seiton (neatness), seisō (cleaning), seiketsu (standardisation) and shitsuke 
(discipline), a philosophy embedded in Japanese everyday life” (Kobayashi et 
al., 2008). It is used as a strategic tool to achieve business excellence (Kobayashi 
et al., 2008).

Break even 
analysis

Th e breakeven point refers to the revenues needed to cover a company’s total 
amount of fi xed and variable expenses during a specifi ed period of time. Th e 
revenues could be stated in dollars (or other currencies), in units, hours of 
services provided (Drury, 2012).

Idea Generation 
Systems

In a wide variety of settings, companies generate a number of possible solutions 
or ideas to a problem and select a few for further development. Virtually all 
innovation processes include generating and selecting opportunities or ideas 
(Girotra et al., 2010).
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industry substantiates this fi nding by suggesting, 
with evidence, that cost cutting eff orts are usually 
reactive and cutting costs on even high dollar 
supplies may do little to reduce total expenses. 
To achieve a meaningful impact in reducing 
costs, Buchler  (2014) advocates an approach 
which involves identifying the biggest cost saving 
opportunities while providing practical cost 
reduction targets.

A study on strategic cost reduction focused 
on structural, enterprise wide changes that 
lead to sustainable cost savings and margin 
improvements, was conducted by Aguilar and 
Puleo (2016). Th e authors identifi ed three 
critical steps in creating sustainable and scalable 
improvements to a company’s cost structure:

1. Rethinking a company’s business model; 
2. Aligning operational governance with the 

business model, and 
3. Redefi ning functional service delivery to 

achieve corporate scalability and effi  ciency. 
Aguilar and Puleo (2016) discuss the mistake 
that many companies tend to commit of leaping 
into restructuring their businesses or redeploying 
resources to reduce costs without considering 
the need to neither review their existing business 
models nor undertake eff ective operational 
governance.

Bill Ford’s top priority when he was appointed 
CEO of Ford was to reduce costs and create a 
business structure that made fi nancial sense 
(Witzenburg, 2004). He proposed a strategic, 
systematic reviewing of everything that was 
done, taking out small, incremental amounts 
of unnecessary costs. Th is approach led to the 
reduction of non-production related costs, 
material cost reductions and contributed to 
more effi  cient means of product development, 
including shared components and platforms. 
Ford also introduced process improvement 
techniques, such as Team Value Management and 
Six Sigma, which led to a disciplined, systematic 
approach that could be applied across the board 
to cut costs (Witzenburg, 2004).

Strategic cost management tools and techniques 
A number of the SCM tools and techniques 

considered as part of the questionnaire (see 
Appendix 1) are presented in the following table.

Other strategic tools and techniques considered 
in the empirical study include total cost analysis, 
cause and eff ect analysis, value stream mapping, 
zero based budgeting and waste analysis.

LITERATURE REVIEW 
SCM techniques in the Automotive Industry 
Th ere are a number of contemporary SCM 
techniques that were successfully deployed by 
the automotive industry to achieve strategic 
objectives: 1) World Class Manufacturing; 2) 
Global Value Chain; 3) Logistics Cost Behaviour 
and Management; 4)  Strategic Alliances; and 
5) Product Tear Down Analysis.

World Class Manufacturing 
World Class Manufacturing (WCM) is a model 
linked to the principles of Toyota Production 
Systems (TPS), Just-in-Time (JIT) and Total 
Quality Control (TQC) (Hayes & Wheelwright, 
1984). Chiarini and Vagnoni (2015) researched 
how Fiat created a strategic cost advantage by 
reinventing the concept of WCM. Th e results 
of their study reveals how adopting a WCM 
strategy contributes to an aggressive impact on 
cost reduction and leads to a stronger strategic 
position (Chiarini & Vagnoni, 2015). However 
a limitation of WCM is that cost reduction is 
restricted to within the boundaries of the factory; 
this means that other core operations such as sales 
and marketing do not benefi t from cost reduction 
associated with WCM (Chiarini & Vagnoni, 
2015).

Global Value Chain 
Sturgeon and Van Biesebroeck (2011) analysed 
how the global value chain has been enhanced 
extensively post the economic crisis in 2008 
to highlight: 1) Strong regional company of 
production, 2) importance of globally engaged 
suppliers, and 3) persistence of regional linkages 
between lead fi rms and fi rst tier suppliers. 
Th e advent of a global value chain has led to 
companies developing aggressive strategies in 
cost management.

Logistics Cost Behaviour and Management 
A case study by Porporato (2016) on analysing 
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logistics costs in the automotive industry 
concluded that although logistics costs represent 
a small fraction of total costs in automotive 
companies, they can negatively aff ect the 
bottom line if left  unattended. Porporato (2016) 
emphasised the importance of analysing logistics 
costs to create competitive advantage which 
will involve the careful evaluation of logistics 
contracts to optimise the relevant costs.

Strategic Alliances 
Strategic alliances in the automotive industry 
impact on SCM. Th is is demonstrated by the 
merger between Renault and Nissan in 1999, two 
large players in the automotive industry, which led 
to reduction in costs. It simultaneously enhanced 
the strategic positioning of both fi rms, particularly 
Nissan, which was on the verge of bankruptcy 
prior to the merger (Gill, 2012; Stevens, 2008; 

TABLE 2: DETAILS OF THE QUESTIONNAIRE

Th eme Relevance

Strategic cost management (SCM): Determining 
its relevance

In part testing their understanding of: 1) 
the concept of SCM, 2) testing whether they 
were able to distinguish between cost-cutting 
initiatives and SCM, 3) the role of SCM in 
determining the company’s strategic position.

SCM: Tools and techniques

Rating the importance and the extent of the 
following SCM techniques by the company 
(Table 1): 1) activity-based costing (ABC) 
and management (ABM); 2) target costing; 
3) life-cycle costing; 4) benchmarking; 5) fi xed-
cost analysis; 6) 5S; 7) break-even analysis; 
8) idea generation systems; 9) cause and eff ect 
analysis; 10) total cost analysis; 11) value stream 
mapping; 12) waste analysis; and 13) zero-based 
budgeting.

SCM: Application as a management control 
system

Determining how the company develops 
objectives, strategies and supporting processes 
and activities to successfully execute SCM. 
Additionally to ascertain how the company 
evaluates achievement of the objectives, 
including the types of tools/techniques to 
measure performance, the performance target-
setting process, rewards and recognition for 
achievement of objectives, and the activities 
necessary to improve the whole process.

SCM: As a strategic tool

Determining how the company prioritises 
its strategic objectives, categorises costs by 
processes and activities, manages resources and 
balances cost optimisation vs. organisational 
performance and competes on key attributes of 
the business — products and customers.

Cost analysis and management

Establish if the company manages costs 
successfully by understanding the process 
of auditing cost management initiatives, 
understanding the scope of cost management, 
determining if the cost management process 
supports the achievement of strategic objectives 
of the company.
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Donnelly et al., 2005). Th e strategic plan dubbed 
“Nissan Revival Plan” was deemed a success. It 
proved that by adopting a sustained, focused 
approach to reducing costs by restructuring 
business operations, and furthermore entering 
into synergistic activities with its partner Renault 
resulted in Nissan halting its erosion of market 
share. In addition, it launched a small car that 
became the third best-selling car globally by the 
end of 2002 (Gill, 2012).

Product Tear Down Analysis 
A specifi c approach to SCM in the automotive 
industry involves the concept of Product Tear 
Down Analysis. A method of comparative 
analysis in which disassembled products, systems, 
components and data are visually compared 
and their functions determined, analysed 
and evaluated to improve the value adding 
characteristics of the project under study (Rains 
& Sato, 2008). General Motors (GM) introduced 
the static tear down method to Isuzu in the early 
1970s. Isuzu further developed the tear down 
process into a more extensive version than the 
original one off ered by GM and incorporated it 
into their Value Analysis and Value Engineering 
processes (Gerhardt & Rand, 2016).

RESEARCH DESIGN AND METHOD 
A single instrumental case study approach – 
studying a South African automotive company 
– was followed as it provides insight into the 
specifi c issue of SCM (Stake, 1995:133; Baxter 
& Jack, 2008:550). A purposeful sampling 
strategy was followed in identifying participants 
(Marshall, 1996:523; Patton, 2002:234), i.e. 
the researcher decided, based on the research 
problem, what needed to be known and set out 
to fi nd employees that could, and were willing, to 
provide the information “by virtue of knowledge 
or experience” (Etikan et al., 2016:1). Twelve 
key individuals, from various departments 
within the automotive company, with specialist 
knowledge about SCM were purposively 
selected to partake in the study (Hancock & 
Algozzine, 2006:15; Anderson, 2010:4). Seven 
were supportive in answering a structured 
questionnaire and two, instead of completing 
the structured questionnaire, consented to direct 
interviews. Th e qualifi cations, experience and 
skills of these participants include expertise 

in fi nance, engineering, sales and marketing, 
and human resources. Th eir positions ranged 
from operational staff  to management, senior 
management and director level professionals. 
Th e functions they represent include corporate 
fi nance, internal auditing, sales and marketing, 
business planning, organisational development, 
product planning, manufacturing and supply 
chain management. Th e spread across various 
fi elds of expertise, along with a mix of male and 
female, confi rmed a broad set of views expressed 
on the questions presented. More information 
regarding the automotive company and the 
individuals were purposively not disclosed in line 
with the ethical requirements of anonymity.

Data were collected systematically and in 
an organised manner through a structured 
questionnaire and direct interviews (Kuper et al., 
2008:687). Th e questionnaire (refer Appendix 
1) comprised ten parts (A–J) grouped into fi ve 
themes (Table 2).

Th e questionnaire was developed by referring 
to previous literature: Anderson and Dekker 
(2009a:201–220), Anderson and Dekker 
(2009b:289–305), Cooper and Slagmulder 
(2003:23–30), Otley (1999:362–382), Shank and 
Govindarajan (1993:13–28) and Verma (2013:1–
3).

Th e questionnaire questions were mostly open-
ended and the analysis of the collected qualitative 
data was performed by aggregating the responses 
and specifi c patterns identifi ed, coded and 
assigned to the themes identifi ed in the literature 
and presented in the questionnaire (refer Table 2 
and Appendix 1).

RESULTS 
Th e results of the various themes of the 
questionnaire as described in Table 1 are 
presented below, followed by the responses from 
the interviews.

SCM: determining its relevance within the 
company 
Th e majority of participants were familiar with 
the concept of SCM, and were able to diff erentiate 
between cost-cutting and SCM. Th ey expressed 
the view that the company did not successfully 
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develop, execute and review SCM, and reported 
that decision-making was predominantly 
focused on the short-term as it was not driven by 
strategic thinking. In contrast, the supply chain 
function has developed innovative techniques. 
A disconnect was identifi ed between strategy 
and cost management, especially concerning 
imported vehicles, that is largely outside the 
control of the South African company.

Th e majority of participants concurred with the 
perception that the SCM concept (if applied 
correctly) improved organisational effi  ciency and 
eff ectiveness. However, the respondents averred 
that the company did not develop and implement 
innovative techniques to support SCM. 
Furthermore, although it was agreed that cost 
reduction techniques supported the achievement 
of SCM, in their opinion, the company did not 
realise its cost reduction objectives. It was posited 
that cost reduction initiatives enhanced the 
strategic positioning of the company.

SCM: tools and techniques 
Th e company’s use of tools and techniques 
pertinent to the successful execution of SCM 
were identifi ed – as listed in Table 1 – and the 
respondents were asked to rate their levels of 
importance and determine the extent of use by 
the company. Benchmarking, total cost analysis, 
ABC and ABM, break-even analysis and cause-
and-eff ect analysis (refer Table 1) were regarded 
as crucial tools and techniques to manage costs 
over the long-term. Fixed-cost analysis and 
break-even analysis were identifi ed as currently 
in use. Th ere were varying opinions among the 
participants on the extent of use of SCM tools and 
techniques by the company.

SCM: Application as a management control 
system 
As mentioned in Table 2, the management of 
company performance is structured around fi ve 
issues: 1) objectives, 2) identifying strategies 
and plans to achieve it, 3)  setting of targets, 
4) performance and reward schemes, and 5) 
performance improvement mechanisms (Otley, 
1999). Th e application of Otley’s framework 
was evident in the automotive industry when 
Fiat implemented a performance measurement 
system to evaluate the success of a world-

class manufacturing model – a strategic cost 
management technique – as part of its long-
term strategic planning (Chiarini & Vagnoni, 
2015:590). Th e framework was integrated into 
the questionnaire by analysing the practical 
application to SCM.

Divergent views on the key corporate objectives, 
critical to the success of SCM, were identifi ed and 
included: sustainability; revenue optimisation; 
achieving cost effi  ciency in sales and marketing, 
and manufacturing expenses; obtaining 
management and staff  commitment to the 
objectives; eff ective communication to ensure 
goal congruence; overall net profi t achievement; 
and long-term strategic infl uence measured in 
quality and cost performance.

Th e strategies the company adopted to implement 
its objectives were identifi ed as the Hoshin 
Kanri strategic planning process. Witcher and 
Butterworth (2001:651) defi ned Hoshin Kanri 
as a form of corporate-wide management that 
combines strategic management and operational 
management by linking the achievement of top 
management objectives with daily management 
at an operational level. Key plans identifi ed for the 
successful implementation of strategies included 
budgeting, forecasting, benchmarking against 
other plants within the group, staff  development, 
and closing of specialised skills gaps through 
the employment of specialist and experienced 
employees from within the group for knowledge 
and skill transfers.

On the setting of targets, the need to establish high 
performance levels on sales and to establish clear 
key performance indicators (KPIs) on profi tability 
were identifi ed. Th e study population also alluded 
to short- and long-term target setting. Other 
key requirements advocated included meeting 
all global performance criteria, and achieving 
benchmark performances in the business against 
similar entities within the group. Advancing in 
the manufacturing plant’s performance rankings 
would convince top management to make 
investment decisions to support expansion of the 
company. Achieving the ‘top 10 within the global 
organisation’s ranking’ was raised as a performance 
objective that would secure the long-term 
sustainability of the company in South Africa. 
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An overriding performance target identifi ed was 
based on long-term planning cycles agreed with 
the parent company to support the achievement 
of global targets.

Performance assessment was based on a 
combined, weighted average result of the region’s 
performance, company results, functional and 
individual performance, while a performance 
bonus scheme was based on variable compensation 
(pay-out based on percentage of salary) for 
managers and upwards. A shortcoming noted 
was that short-term behaviours were rewarded 
that are not aligned to long-term strategy. Th e 
majority of the respondents declared that non-
achievement of objectives would lead to reduction 
in investments by the parent company. Staff  
penalties are usually limited to discontinuing 
bonus pay-outs. However, this outcome depends 
on the performance contract between employer 
and employee.

Th e study population identifi ed the ‘Plan, Do, 
Check, Act (PDCA)’ cycle as a mechanism to 
ensure performance improvement. Other tools 
included Hoshin Kanri, the setting up of cross-
functional teams and six-sigma.

SCM: as a strategic tool 
Th ere was a lack of consensus on whether 
the company was successful in prioritising its 
strategic objectives. Furthermore, the challenges 
encountered by the company in prioritising the 
latter were cited as constant pressure from the 
parent company to deliver short-term results, 
short-term profi t and other objectives which 
reinforce the short-term focus. Other challenges 
included:

• Th e highly competitive market with equally 
ambitious goals, which further challenged the 
company’s progress towards growth. 

• Confl icting KPIs, which resulted in trade-off s, 
ultimately limiting the impact of activities. 

• Th e company losing focus on its strategies due 
to the need to redress short-term operational 
challenges. 

• Reviewing mechanisms that do not ensure 
compliance and validation of the PDCA cycle. 

• Fluctuating exchange rates that divert focus 

away from strategic activities and result in 
re-focusing activities on volume and profi t 
recovery. 

Participants had to articulate how the achievement 
of competitiveness could be established in a more 
cost-effi  cient way. Reference was made to the use 
of benchmarking within the group, which would 
facilitate best practice learnings without the need 
to expend additional funds or resources. Other 
proposals included: 1) development of better 
long-term planning of the company’s product 
portfolio; 2) increasing domestic and export 
volumes of locally manufactured products to 
reduce overhead costs and attain economies 
of scale; 3) increasing parts sourced from local 
suppliers; 4)  focusing on return on investment; 
5) cost-effi  ciency analysis; and 6) analysis of 
economic costs including cost of opportunities.

Cost analysis and management 
Th e importance of using a cost analysis framework 
was regarded as critical in the positioning of 
the company – the advantage of auditing cost 
management initiatives was raised while the 
inability to modify cost structures or improve 
performance of given strategies were cited as 
weaknesses.

Interview results
Th e fi rst interviewee was of the view that the 
company pursued cost cutting rather than SCM, 
which had detrimental consequences for the 
company. He did not believe that, from a strategic 
perspective, the company employed SCM to 
improve effi  ciency, nor that cost reduction 
supported the achievement of the company’s 
strategic objectives. However, with reference to 
meeting cost reduction objectives, this senior 
manager stated that the manufacturing function 
was successful in meeting its goals and had 
developed innovative ways to support SCM. Sales 
and marketing remained a concern as the function 
pursued cost-reduction activities that damaged 
the competitiveness and strategic positioning 
of the company. Th e importance of buy-in from 
senior management and executives was raised, 
and the value of setting long-term sustainable 
objectives as elements critical to the success of 
SCM was emphasised. Lastly, this interviewee 
emphasised the importance of developing robust 
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strategies centred on products, customers, 
sourcing and manufacturing that were essential 
in realising SCM objectives.

Th e second manager interviewed was of the view 
that the education of fi nance professionals in 
South Africa does not promote cross-disciplinary 
thinking, and is based on a prescriptive approach 
orientated around standards and procedures. Th is 
hinders the ability of these fi nance professionals 
to think strategically and therefore limits their 
contribution to SCM.

DISCUSSION AND MANAGERIAL 
IMPLICATIONS 
Th e qualitative data collected through the 
questionnaire and interviews conducted revealed 
that the company did take short-term cost-cutting 
decisions as opposed to considering its strategic 
objectives. Th e implication could be that long-
term sustainable growth is negatively aff ected 
and the competitive advantage of the company 
compromised.

A key fi nding was that constant pressure from 
the parent company to improve fi nancial 
performance led to a focus on the short term. 
Th is was a surprising outcome as one would 
expect an alignment of long-term strategic 
objectives, i.e. goal congruence, especially within 
a multinational company. Th is fi nding builds on 
the research conducted by Chung, Gibbons and 
Schoch (2006:153) that the greatest emphasis is 
placed by international companies on fi nancial 
measures as opposed to other performance 
metrics. Prior work has documented the link 
between strategic goals and performance; for 
example: Cahyanugroho et al. (2016:115) report 
that employee performance plays a key role in 
achieving corporate objectives, whereas Van 
Buren et al. (2011:209) aver that there is a trend 
to transform the human resource function to 
support strategic goals. Furthermore, Barrick et 
al. (2015:111) observe that by using company 
resources to pursue corporate objectives, 
employees are more likely to engage, resulting 
in improved organisational performance. Read 
and Kaufman (1999:6) quote a chief fi nancial 
offi  cer: “the performance measurement system 
is one of management’s strongest tools to link 
a company’s vision, its strategy and the actual 

performance of the business”. In contrast, it 
was found that the performance measurement 
system in the company reported was focused on 
rewarding short-term performance. If employees 
are rewarded for the latter, they do not have any 
incentive to make long-term strategic decisions.

Although most of our respondents were familiar 
with the SCM concept and the benefi ts of 
applying it, they agreed that the company did 
not successfully develop, apply and review SCM 
tools and techniques. Th is response indicates 
that SCM is relevant but only when it is applied 
productively. Th is concurs with the fi nding of 
Pavlatos (2018:218) that company performance is 
related to the choice of SCM tools and techniques. 
Additionally, the extent of use of SCM, in turn, 
positively aff ects performance.

An unanticipated fi nding was related to the 
competency of fi nance professionals with one 
respondent commenting that the maturity level of 
the company and fi nance division was infl uenced 
by narrow-minded bookkeepers – supported 
by an interviewee who observed that fi nance 
professionals struggle to think strategically. 
Th is partly concurs with the fi nding of a survey 
conducted by the Association of American 
Colleges and Universities and Hart Research 
Associates (2013:4) that next-generation leaders 
lack strategic thinking.

Th is study has its limitations, which include 
the small sample size – conditions were 
investigated at a single company representing a 
large multinational enterprise. In an attempt to 
overcome this limitation, broad representation 
from various functions, staff  levels and areas of 
expertise was obtained. Another limitation was 
that no quantitative fi nancial fi gures were collected 
to support the fi ndings. Nevertheless, this creates 
an opportunity to extend the research to include 
both numerical measures and to move beyond the 
automotive industry. In addition, the qualitative 
data are based simply on the perceptions of 
employees. Th e authors believe that the way the 
respondents and participants were interrogated 
provides the basis for a quantitative assessment 
of the value of SCM in a future investigation of a 
company.
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CONCLUSION 
It was revealed that the company studied does not 
eff ectively link its strategic objectives with cost 
management, resulting in inconsistent decision-
making. Th is is supported by the diff ering views 
of what the corporate strategy is, and the lack of 
prioritisation of company goals. Th e study also 
provides insight into the agency relationship 
between parent and subsidiary that can lead to the 
pursuit of short-term results by the subordinate 
in response to pressure from the principal.

Most notably, this is the fi rst study – to the authors’ 
knowledge – to evaluate the relevance of SCM in 
the achievement of strategic goals. Furthermore, 
it is the fi rst study of its kind – evaluating the 
relevance of SCM in achieving strategic objectives 
– in the automotive industry in South Africa. 
It emphasises the importance of implementing 
SCM tools and techniques to support corporate 
objectives. Other researchers are encouraged 
to investigate further the alignment between 
company strategy, corporate outcomes and staff  
performance.
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APPENDIX 1: QUESTIONNAIRE 
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ABSTRACT 
Payment industries globally are confronted by 
rapid and unprecedented fi ntech developments 
and specifi cally by blockchain, or Distributed 
Ledger Technology (DLT). DLT is a complex 
new knowledge area that attracts the interest, but 
limited understanding and insight from payment 
industry stakeholders and policy makers. Th e 
strategic signifi cance of using DLT in the complex 
and highly regulated South African National 
Payment System (NPS) remains unexplored 
in terms of empirical research, resulting in 
a scarcity of relevant knowledge. Th is study 
addresses some aspects of this knowledge gap. 
Th e study is multi-disciplinary in nature, with 
its objective the acquisition of conceptual and 
strategic clarity about the role of DLT in the NPS. 
Th e potential viability, impact, opportunities, 
and challenges associated with DLT in an NPS 
context are examined. A multi-panel Delphi 
method complemented the study’s exploratory 
research design. Th is paper focuses on the Delphi 
study’s qualitative fi rst round. Payment industry 
experts from the banking, fi ntech and regulatory 
sectors served as expert panelists. High levels 
of uncertainty and value confl icts emerged 
between the three payments sector stakeholder 
groups, which are indicative of wicked problems. 
Following a 3-phased analysis of the data through 
a wicked problem lens, a taxonomy of 12 strategic 
imperatives were identifi ed. Each strategic 
imperative constitutes a complex set of issues, and 
represents major obstacles to, and opportunities 
associated with DLT in an NPS context.

Keywords: Blockchain; Distributed Ledger 
Technology; National Payment System; Delphi 

Technique; Wicked Problems 

INTRODUCTION 
Blockchain, or, Distributed Ledger Technology 
(DLT) has drawn considerable interest in relation 
to highly regulated central banking functions 
such as payments and settlements, including from 
the international central banking community. 
In the South African regulatory payments 
framework, it is believed that DLT could also be 
accommodated as the eff ecting and recording of 
transactions on DLT align with the payment- and 
settlement system arrangement (De Freitas-Smit 
& Oosthuizen, 2019). However, DLT is regarded 
as nascent and not considered mature enough 
to be used in systemically important Financial 
Market Infrastructures (FMIs) such as national 
payment systems (Morgan, 2017). In addition, 
central banks globally are hesitant to adopt DLT 
in their respective countries’ payment systems, 
based on the lack of development standards 
(BIS, 2017:18) and interoperability with current 
payment infrastructure. Central banks are also 
concerned about governance frameworks and 
implementation benchmarks, which are as yet 
undeveloped (BIS, 2017:1). Nonetheless, the time 
is opportune to look beyond the hype of DLT and 
instead focus on acquiring conceptual and strategic 
clarity through an in-depth understanding of 
the strategic elements, characteristics, variables, 
impacts and iterations inherent in DLT through 
the deliberate academic consideration of these 
features (De Freitas-Smit, 2017).

Th e South African Reserve Bank (SARB) is yet 
to indicate its position on DLT but has made its 
stance on cryptocurrencies clear. Th e National 
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Payment System (NPS) enables the fl ow and 
circulation of money through an interoperable 
system that interlinks mechanisms, institutions, 
agreements, procedures, and rules that are 
applied to eff ect payments on business and 
technology levels. Banks have, however, struggled 
with legacy banking systems for decades which 
are not conducive to innovative technological 
advancements in banking or Financial Services 
(FS). Th ese rigid legacy systems are sternly 
constraining innovation with the addition of 
digital banking channels to legacy systems 
magnifying the defects. In this regard, mindful 
of its NPS oversight role, and whilst cognisant 
of the rapid pace of new payment technology 
development, the SARB maintains a position 
of “regulation will follow innovation.” Th is 
position is however subject to payment system 
innovations that balance NPS interoperability 
with sustainable innovation, adhering to uniform 
and open internationally accepted standards.

Drawing on the ‘wicked problem’ concept, this 
study sets out to develop a taxonomy of strategic 
imperatives for conceptual and strategic clarity 
for DLT in the South African NPS through the 
application of the Delphi technique.

PROBLEM INVESTIGATED 
Th e lack of academic studies pertaining to 
DLT technology in payment systems and other 
applications has contributed to a widely reported 
lack of conceptual and strategic clarity about 
this technology (De Freitas-Smit & Oosthuizen, 
2019). Th e World Economic Forum (WEF, 
2015:10) confi rms that conceptual and strategic 
clarity regarding disruptive innovation in the FS 
industry is obscured by pertinent issues such as 
(1) “…no common taxonomy or understanding of 
which innovations are the most relevant”; (2) “…
no clear understanding of the evolutionary path 
of emerging innovations”; and (3) “…implications 
of those evolutions on incumbent business 
models are unclear…” What is clear, however, is 
that thought leaders in the FS industry regard 
blockchain technology, or DLT, as the single 
most important disruptive force. Van Steenis, 
Graseck, Simpson and Faucette (2016:19) regard 
blockchain as “at the heart of how fi nancials will 
have to reinvent themselves”, with PWC (2016:16) 
viewing it as an untapped technology rewriting 

the FS rulebook”. PWC (2016:16) further opine 
that “blockchain represents the next evolutionary 
jump in business process optimisations 
technology.”

Of signifi cance to this study though, is that the 
NPS is a multi-faceted, highly complex system 
that is diffi  cult to grasp. Th is further exacerbates 
considerations of DLT application within this 
system. Although indicative from the literature 
that (1) risk management, (2) consensus, (3) 
validity, (4) uniqueness, (5) immutability, (6) 
authentication, (7) interoperability and (7) 
cybersecurity are fundamental for research going 
forward regarding conceptual and strategic clarity 
for DLT in the South African NPS, the matter of 
complexity cannot be negated (De Freitas-Smit 
& Oosthuizen, 2019). Hence, it is argued that the 
pursuit of conceptual and strategic clarity for DLT 
in the South African NPS should be researched 
through a ‘wicked problem’ lens (De Freitas-Smit 
& Oosthuizen, 2019). Th e term popularized by 
seminal authors Rittel and Webber (1973), refers 
to problems with high levels of uncertainty and 
confl icting values and are highly and dynamically 
complex.

RESEARCH OBJECTIVES 
Against the background of the problem stated 
above, the objective of this study is to develop a 
taxonomy of DLT strategic imperatives through 
the lens of ‘wicked problems’ to further shape the 
agenda towards conceptual and strategic clarity 
regarding the role that DLT can fulfi l in the South 
African NPS.

LITERATURE REVIEW 
Literature on the nature, benefi ts and risks of DLT 
as well as the potential viability, opportunities, 
challenges and impact of DLT on the NPS in the 
South African context was extensively covered in 
the agenda-setting study, “Towards Conceptual 
and Strategic Clarity for Blockchain Technology 
in the South African National Payment System: 
Setting the Research Agenda” (De Freitas-Smit & 
Oosthuizen, 2019). Subsequently, for purposes 
of this study, the literature focus will be on 
‘wicked problems’ in relation to DLT in the 
South African NPS. As such, when examining 
the NPS complexity through a wicked problem 
lens, the concepts of ‘tame problems’ and ‘wicked 
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problems’ must fi rstly be understood, and 
therefore described in the sections to follow. Th is 
is trailed by an exposé of the seminal work by 
Rittel and Webber (1973), operationalised within 
the context of the NPS.

Tame problems 
Rittel and Webber (1973:160) popularised the 
term ‘tame problems’ as the antithesis of what 
they coined ‘wicked problems.’ Batie (2008:1177) 
elaborates on the nature of tame problems by 
pointing out that, although very oft en quite 
complicated and challenging, tame problems 
require a linear problem-solving approach. 
Problems considered tame typically have straight-
forward descriptions or defi nitions and are static 
in nature. Easily identifi able causal relationships 
promote the identifi cation of potential solutions, 
which require little or no stakeholder involvement 
or collaboration. Th e most signifi cant attribute of 
tame problems is that they are inherently solvable. 
In a standard, linear approach to problem-solving, 
Buchanan (1992:15) pays particular attention 
to two stages, the fi rst being problem defi nition 
(which is an analytic sequence) and the second 
being problem solution (which is a synthetic 
sequence). In the analytic problem defi nition 
stage, all problem elements are identifi ed, and 
all components of an effi  cacious design solution 
are defi ned. During the synthetic solution stage, 
iterative combinations of those components 
are weighed and considered to produce a fi nal 
production plan (Buchanan, 1992:15).

Wicked problems 
Whereas tame problems are characterised by low 
levels of uncertainty and equally low levels of 
confl ict, the uncertainty levels and levels of value 
confl icts associated with wicked problems are high 
(Batie, 2008:1185). In contrast to tame problems, 
wicked problems are highly and dynamically 
complex. Whereas Buchanan’s two-stage linear 
problem-solving approach relies on defi ning the 
problem and composing a solution, Conklin 
(2009:18) theorises that problem understanding 
is of crucial importance. However, the process of 
comprehending wicked problems is evasive and 
elusive, and wicked problems are fundamentally 
indefi nable (Rittel & Webber, 1973:161; Conklin, 
2009:18; Batie, 2008:1185).

Rittel and Webber’s ten distinctive wicked 
problem attributes 
Rittel and Webber (1973:158-169) developed ten 
distinctive wicked problem attributes to describe 
the nature of wicked problems. Th ese attitudes 
are described in the following section.

Th ere is no defi nitive formulation for a wicked 
problem 
Conklin’s (2009:18) emphasis on problem 
understanding is based on the fi rst of ten distinctive 
wicked problem attributes described by Rittel and 
Webber (1973:161): “Th e information needed to 
understand the problem depends upon one’s idea 
for solving it.” Brinkerhoff  (2014:334) surmises 
that problem understanding is inextricably linked 
to diff ering and even incompatible intentions and 
values. Th is manifests in an inability to clearly 
defi ne wicked problems and, in addition, problem 
parameters shift  according to the perspective 
source (Brinkerhoff , 2014:335).

Th e phenomenon of shift ing parameters is also 
described by Houghton and Tuffl  ey (2015:283). 
Environments are ever-changing and because of 
this “unstructured problems cannot simply be 
cleanly nailed down to a…signifi cant and easily 
managed cognitive model” (Houghton & Tuffl  ey, 
2015:283). Although stakeholder perceptions, 
conceptions and interpretations are biased, that 
subjectivity provides context and meaning to 
problems (Houghton & Tuffl  ey, 2015:283; Batie, 
2008:1180).

Th is is specifi cally pertinent in the NPS 
with its large number of stakeholders and, 
most importantly, the classifi cation of those 
stakeholders. NPS stakeholders can be 
categorised as banks, card associations, regulators 
and supervisory authorities, consumer and civil 
society organisations, retailers and additional 
stakeholders (Th e Banking Enquiry, 2008:12).

Th e social context in which wicked problems 
exist can be illustrated by the correlation between 
the level of disagreement between stakeholders, 
and the degree of problem wickedness. As such, 
wickedness is determined by both social and 
technical complexities (Camillus, 2008:2). Th e 
social complexities can manifest as a result of 
confl icting values and, specifi cally, confl ict over 
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“whose values will prevail in deciding what future 
is desirable; what trade-off s are worth making; 
and who bears the costs or gains the benefi t of 
decisions” (Batie, 2008:1181).

Th e NPS stakeholders have competing interests 
and confl icting values, as evidenced by the 
National Treasury’s (2014:4-7) motivations for 
proceeding with the Twin Peaks regulatory 
reforms. Regulatory values seem to be prevailing 
following and based on the Twin Peaks’ reforms. 
However, the reform trade-off s are not yet 
evident while in addition, there appears to be no 
consensus or clarity regarding Twin Peaks’ costs 
and benefi ts.

Th is lack of consensus on the precise nature of 
the problem is closely correlated with potential 
problem solutions. Rittel and Webber (1973:162) 
emphatically state that: “one cannot understand 
the problem without knowing about its context; 
one cannot meaningfully search for information 
without the orientation of a solution concept; 
one cannot fi rst understand, then solve.” Batie 
(2008:1176) reiterates this fundamental aspect of 
wicked problems in stating that wicked problems 
can only be understood once a potential solution 
has been articulated. From an NPS perspective, 
this is illustrated by Jordaan’s observation (as 
quoted by Th e Banking Enquiry, 2008:158) that 
“the position in which we fi nd ourselves…is one 
of uncertainty – whether bilateral, multilateral, 
what is the correct approach?”

Wicked problems have a no stopping rule 
Th e second distinctive wicked problem attribute 
is the no stopping rule (Rittel & Webber, 
1973:162). A solved tame problem signals the 
completion of the problem-solving task, whereas 
there are no conclusive solutions to wicked 
problems (Batie, 2008:1177). Th is rule follows 
Rittel and Webber’s (1973:161) contention that 
there are no benchmarks for appropriate levels of 
understanding. Kesavan, Mascarenhas, Kesavan 
and Crick (2009:63) link the no stopping rule to 
the constantly developing and changing nature 
of wicked problems – “one cannot pause time 
to contemplate a solution, because the issue 
continues to change while you are making a 
decision”

Eff orts to fi nd solutions tend to be linked to 
external limitations, such as resource availability, 
funding or timelines (Rittel & Webber, 1973:162). 
In an NPS context, complexity and funding 
are oft en cited as reasons for not addressing 
problems. In this regard, Th e Banking Enquiry 
(2008:262) observed that, in South Africa, 
“interoperability in the payment card arena was 
developed in conjunction with… four-party 
schemes. Establishing or developing an entirely 
new proprietary or interoperable network on 
a national scale is inherently complex and 
expensive.”

Solutions to wicked problems are not true-or-false, 
but good-bad 
Th e third distinctive wicked problem attribute 
describes solutions on a scale of good to bad. 
Batie (2008:1180), however, postulates that clear 
solutions are non-emergent and rare, and that, 
instead of solutions, processes emerge to address 
wicked problems. Th ese processes are deemed 
either better, or worse. Nonetheless, these 
solutions or processes are never absolute. Th ey are 
neither right nor wrong. Th ey are: “judgmentally 
better or worse, good enough or not. Diff erent 
stakeholders judge diff erent solutions as simply 
better or worse from their viewpoints. Th eir 
judgments oft en vary and so also their goals and 
objectives for the problem-resolution” (Kesavan 
et al., 2009:63).

Payment products off ered by South African banks 
cannot be regarded as right or wrong due to the 
regulated nature of payment solutions. Banks 
contribute to the complexity, and subsequent 
wickedness, of the payment system problem by 
means of how they diff erentiate very generic 
payment products. Th is diff erentiation is a key 
element in capturing or maintaining market share 
as end-users regard one bank’s products as better 
or worse than those of another bank: “payment 
products are considered complex in the way it is 
diff erentiated, bundled, packaged and priced…
this unnecessarily complicates choices for 
consumers and thus weakens price competition” 
(Th e Banking Enquiry, 2008:31).

Th ere is no immediate test of a solution to a 
wicked problem 
Rittel and Webber’s (1973:163) fourth distinctive 
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wicked problem attribute states that solutions 
to wicked problems cannot be tested. Potential 
solutions cannot be tested to predict if they will 
work, and implemented solutions have no test 
to determine if they have worked (Awre, Baxter, 
Cliff ord, Colclough, Cox, Dods, Drummond, Fox, 
Gill, Gregory, Gurnney, Harland, Khokhar, Lowe, 
O’Beirne, Proudfoot, Schwamm, Smith, Verbaan, 
Waller, Williamson, Wolf & Zawadzki, 2015:361).

Although slated for having various barriers to 
entry, the NPS may become less or more complex 
should those barriers be lowered. Th ere is no test 
to determine if lowering of barriers to NPS access 
and participation will reduce NPS complexity, 
according to Th e Banking Enquiry (2008:471), 
which states that “while greater clarity on this 
is necessary, it may not be suffi  cient to lower 
barriers into what PASA itself calls the ‘complex 
clearing arena’”.

Furthermore, unintended and unexpected 
consequences are triggered by solutions to wicked 
problems (Kesavan et al., 2009:63), while solution 
piloting is not practicable (Brinkerhoff , 2014:335). 
Solution eff ectiveness cannot therefore be easily 
measured (Kesavan et al., 2009:63). Subsequently, 
barriers to NPS access and participation 
cannot simply be lowered or removed as the 
consequences of such a move could introduce 
fl ux into the fi nancial system, which is systemic 
in nature and must be kept stable (Reserve Bank 
Act 90 of 1989).

Every solution to a wicked problem is a ‘one-shot 
operation’ 
Th e fi ft h distinctive wicked problem attribute 
considers the gravity of unconsidered solutions. 
Every attempt to solve a wicked problem is 
fundamentally important – not only are attempts 
to solve wicked problems expensive, but they are 
impossible to reverse (Rittel & Webber, 1973:163). 
Each attempt alters the problem and infl uences 
the degree of wickedness, rendering each attempt 
at solving it essentially a one-shot chance (Awre et 
al., 2015:361; Rittel & Webber, 1973:163).

Wicked problems do not have an enumerable set 
of potential solutions 
Th e sixth distinctive wicked problem attribute 
elucidates the diffi  culty associated with 

identifying all possible solutions in the absence 
of a set of enabling criteria. In addition, there is 
no “well-described set of permissible operations 
that may be incorporated into the plan” (Rittel & 
Webber, 1973:164).

A lack of competition in the NPS is aggravated 
by barriers to entry to the NPS. However, those 
barriers are not just regulatory in nature, but also 
stem from the NPS structure. For example, in this 
regard Th e Banking Enquiry (2008:201) in its fi nal 
report to the Competition Commissioner states 
that: “Standard Bank pointed to the complexity 
and large number of required negotiations that 
would pose a signifi cant barrier to the entry 
of small banks.” It is therefore clear that the 
interrelatedness of problems that contribute to 
NPS complexity prohibits a comprehensive list of 
solutions that can be executed in linear fashion in 
order to reduce NPS complexity.

Every wicked problem is essentially unique 
Th e seventh distinctive wicked problem attribute 
establishes the uniqueness of wicked problems. 
Consequently, “it is hard to learn from previous 
problems because they were diff erent in 
signifi cant ways” (Awre et al., 2015:361). Wicked 
problem specifi cs outweigh commonalities with 
other wicked problems and, as such, precedents 
are rarely created. “Wicked problems are unique 
in their occurrence, context, causes, resolutions 
and consequences” (Kesavan et al., 2009:63).

Every wicked problem can be considered to be a 
symptom of another problem 
Th e eighth distinctive wicked problem attribute 
describes the interrelatedness of problems. 
Kesavan et al. (2009:63) describe this attribute 
as every wicked problem being a “symptom of 
another wicked problem with which it is entwined” 
[emphasis in the original]. Awre et al. (2015:361) 
point out that such consequences are not only 
unpredictable, but also conceptually unstructured. 
Rittel and Webber (1973:165) describe wicked 
problems in terms of a hierarchical structure, 
with consequences equating to “symptoms of still 
another, ‘higher level’ problem”.

In the NPS, market conduct by NPS participants 
can be contextualised in terms of regulatory 
tolerance and regulatory intolerance. A lack of 
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transparency and disclosure by NPS participants 
increase complexity and negatively impacts on 
payment product end-users but is tolerated under 
the current NPS regulatory framework. In this 
regard Th e Banking Enquiry (2008:67) states that 
“pro-active measures need to be taken to improve 
transparency and disclosure so that consumers 
are able to actively interrogate their bank fees”.

Wicked problems have no natural levels and 
attempts at resolution usually occur at the 
level at which the problem was formulated. 
However, taking action at a lower, detailed level 
equates to treating only a symptom of a bigger 
problem, while higher-level approaches address 
broad, generalised problems (Rittel & Webber, 
1973:165). Wicked problems “involve a good 
deal of mutual and circular causality, and the 
problem must be considered at many causal 
levels” (Kesavan et al., 2009:63). While Ritter 
and Webber (1973:165) advocate an incremental 
approach that will “systematically contribute to 
overall improvement”, they also caution against 
amplifying higher-level problems by solutions 
implemented at too low a level.

Although the resulting eff ects of market 
conduct by NPS participants on end-users were 
traditionally tolerated, regulatory perspectives 
following the 2007/2008 global fi nancial crisis 
have sparked a review of conduct that can and 
cannot be tolerated (National Treasury, 2014:2). 
Th e resulting Twin Peaks reform endeavours to 
address problems that manifest as symptoms of 
other problems. By addressing these problems 
at a high level, conduct issues at lower levels are 
expected to improve.

Th e existence of a discrepancy that represents a 
wicked problem can be explained in numerous 
ways 
Th e ninth distinctive wicked problem attribute 
represents the multitude of preferred lenses 
through which problems can be looked at. 
Diff erent stakeholder groups use diff erent lenses, 
and these lenses dictate each stakeholder group’s 
preferred solutions (Awre et al., 2015:361).

In this regard Th e Banking Enquiry (2008:201) 
highlights Standard Bank’s perspective of 
interchange as involving: “the complexity and large 

number of required negotiations that would pose 
a signifi cant barrier to the entry of small banks”. 
Furthermore, Th e Banking Enquiry (2008:321) 
reveals that Standard Bank defended interchange 
as “the most eff ective method of dealing with the 
complex relationships involved in four-party card 
systems”. It becomes clear that, in this instance, 
Standard Bank prefers the complex interchange 
solution. Whether this preference is based on 
the bank’s ability to navigate the interchange 
complexities eff ectively, or on the eff ectiveness of 
these complexities in creating substantial barriers 
to entry that could potentially protect Standard 
Bank’s market share, remains unclear.

Th e planner has no right to be wrong 
Rittel and Webber’s (1973:167) tenth and last 
distinctive wicked problem attribute refers to 
the consequences of the actions and activities 
employed in eff orts to tame wicked problems, 
and to the liabilities associated with those 
consequences. Th is attribute is made in reference 
to Popper’s (1959:20) falsifi able hypotheses 
theory, in which solutions to problems are not 
merely presented as hypotheses that can be 
refuted or corroborated, but as being exposed to 
falsifi cation in every possible way, “its aim is not 
to save the lives of untenable systems but, on the 
contrary, to select the one which is by comparison 
the fi ttest, by exposing them all to the fi ercest 
struggle for survival.”

Wicked problems are not used for discovering 
truth, and as such can be refuted. Refutation in 
this context correlates with liability, in the sense 
that architects of solutions are liable for the 
consequences of their actions. Th is is in keeping 
with the SARB’s contention that each NPS 
participant is held liable for the risk it introduces 
to the NPS (SARB, 2015:10).

Th e NPS as a wicked problem 
Although the above attributes only represent a 
snapshot of problems encountered in the NPS, the 
NPS evidently correlates strongly with the wicked 
problem concept, based on Rittel and Webber’s ten 
attributes, even though Rittel and Webber (1973) 
do not dictate the number of attributes required 
for a problem to be categorised as wicked (McCall 
& Burge, 2015:29).
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Wicked problems are essentially unsolvable, 
which indicates that in most instances they 
cannot even be tamed. Th e undesirable, yet 
inevitable consequences of wicked problems 
can, however, be alleviated by “positioning the 
broad trajectory of culture in new and more 
desirable directions” (Kolko, 2012). Th e way 
consequences that stem from NPS problems, 
intended solutions and unintended consequences 
can be redirected should be subject to regulatory 
and market conduct oversight. At the same time 
fragmentation among stakeholders should be 
avoided (Conklin, 2009:17).

On the back of the literature review, the study 
aimed at establishing a next foundational iteration 
towards conceptual and strategic clarity for DLT 
in the NPS by developing a taxonomy of strategic 
imperatives through the application of the Delphi 
technique.

RESEARCH METHODOLOGY 
Th e Delphi technique is considered to be a 
fundamental futures study forecasting method 
(Lang, 1998:1; Turoff , 1971:4), but also a 
mechanism to deal with very complex problems 
(Linstone & Turoff , 1975:3) and “intertwined 
subjects that cross over disciplinary boundaries” 
(Grisham, 2009:115). Using the Delphi 
technique, an iterative process was initiated to 
elicit a collective problem-solving mechanism. 
Th is was achieved by means of three anonymous 
panels of industry experts to arrive potentially 
at unanimous responses to a number of survey 
questions (Skulmoski, Hartman & Krahn, 2007:2). 
According to Yousuf (2007:4), anonymity not only 
sanctions the disclosure of unpopular views and 
eliminates group think and domination by one 
or more individuals, but also allows participants 
to review and modify their opinions without 
ridicule and/or confrontation by other panellists.

Sampling 
Worrell, Di Gangi and Bush (2013:199) assert 
that potential Delphi panellists are deemed 
experts on the basis of either objective or 
subjective factors. Objective factors include 
designation, professional experience and 
formalised organisational association (such as 
professional membership or fellowship), while 
reference triangulation (with references provided 

by third parties) is regarded as a subjective factor. 
Skulmoski et al. (2007:4) maintain that there 
are four elements that determine the suitability 
of experts to serve as Delphi panellists. Th ese 
elements are: “knowledge and experience with 
the issues under investigation; capacity and 
willingness to participate; suffi  cient time to 
participate; and eff ective communication skills” 
(Skulmoski et al., 2007:4).

Although experts can generally be expected to have 
expertise in a single or clearly defi ned specialist 
knowledge area, the study’s research objective 
demanded that prospective panellists possess 
relevant multi-disciplinary expertise in both the 
regulated payment industry and in emerging 
technologies (and specifi cally in blockchain or 
DLT). Owing to DLT being nascent, and very 
technical in nature (requiring advanced coding 
capabilities), DLT strategists, and particularly 
DLT strategists in a payment environment, are 
virtually non-existent. Experts in this area are 
self-styled and reliant on personal interests and 
initiatives to develop expertise in this knowledge 
area. As such, the signifi cant scarcity of relevant 
multi-disciplinary expertise among the sample 
population cannot be overstated. Th is posed a 
limitation to the study.

None of the three stakeholder groups could be 
considered more or less important than any of the 
others and it was thus not feasible or prudent to 
eliminate one or more of the groups. Consequently, 
the only way in which the expert knowledge 
and opinions of all stakeholder groups could be 
considered in a representative, meaningful and 
reliable manner was by means of a multiple panel 
approach (Worrell et al., 2013:202).

For this study, the round one combined sample 
size was nineteen, with the banking, fi ntech and 
regulatory panels having eight, seven and four 
panellists respectively (see Table 5.1 below).

Habibi, Sarafrazi and Izay (2014:10) regard a 
minimum of six experts as suffi  cient, while a 
number of sources recommend a minimum 
of ten participants (Skulmoski et al., 2007:10; 
Worrell et al., 2013:199; Bourgeois et al., 2006.:2; 
Iqbal & Pipon-Young, 2009:599). Moreover, 
Worrell et al. (2013:199) assert that in the event of 
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an expert panel demonstrating deep insight into 
and understanding of the research phenomenon, 
and where a very limited number of potential 
participants are deemed experts and therefore 
competent to contribute towards informed 
consensus, “an expert panel as small as four is 
appropriate”. Worrell et al. (2013:199) also point 
out that there is no reliable correlation between 
the number of panellists and “eff ectiveness in 
decision…panel size is dependent upon the 
requirements identifi ed in the panel composition 
process as well as the characteristics of the 
individual panel members”.

Th e selection of participants is crucial for a 
successful Delphi study. Unlike other statistically 
based studies, Delphi study samples are not 
required to be representative of the greater 
population (Powel, 2003:378; Donohoe & 
Needham, 2009:430; Gordon, 2011:7). In fact, by 
virtue of their specialised knowledge as it pertains 
to the study, panels of experts cannot be regarded 
as representative, unless the entire population 
can be deemed experts. It is no coincidence that 
Delphi studies are not meant to be statistically 
signifi cant; Gordon (2011:4) is very specifi c in 
his assertion that Delphi results represent the 
“synthesis of opinion of the particular group, no 
more, no less”.

A purposive sampling method, as proposed by 
Donohoe and Needham (2009:417) was used to 
identify potential panellists for this study. Th e 
majority were identifi ed via the professional 
social network LinkedIn, based on the visibility 

and searchability of work experience, professional 
interests, industry associations, published or 
shared articles and more. Others were identifi ed 
via conference proceedings or relevant articles in 
the popular and other press.

Where necessary and required, recommendations 
from panellists were followed up to supplement 
the sample population to ensure that a minimum 
number of six potential panellists were recruited 
for each of the three panels. Th ese peer referrals 
aided in recruiting unknown populations (Mack, 
Woodsong, MacQueen, Guest & Namey, 2005:6) 
of potential participants, who would otherwise 
not have been identifi ed.

Data collection 
Twenty-six potential banking panellists, 22 
potential fi ntech panellists and 21 potential 
regulatory panellists were identifi ed and invited to 
participate in the study (see Table 5.1 below). Five 
panellists declined to participate, citing a lack of 
expertise, while three panellists declined because 
of time constraints. Low response rates resulted in 
eight banking panellists, seven fi ntech panellists 
and four regulatory panellists participating in and 
completing the fi rst-round survey. Although the 
response rates were low, each of the three panels 
met or exceeded the minimum requirement of 
four panellists (Worrell et al., 2013:199).

Individualised invitations were emailed to each 
potential panellist, along with a plain language 
explanation of the nature, scope, purpose and 
structure of the study. Both the invitation and the 

TABLE 5.1: SAMPLE SIZE AND RESPONSE RATE – ROUND ONE 

  Banking 
panel

Fintech 
panel

Regula-
tory 

panel
Total

Potential panellists invited to participate 26 22 21 69
Potential panellists nominated by invited panellists 2 0 2 4
Total panellists invited 28 22 23 73
Panellists declining to participate based on a lack of 
expertise 1 2 2 5

Panellists declining to participate due to time 
constraints 1 1 1 3

Eligible panellists 26 19 20 65
Panellists who completed the survey 8 7 4 19
Response rate 30.77% 36.84% 20% 29.23%
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plain language statement contained a link to an 
online survey on the Survey Monkey portal.

Th e survey questions were provided as an email 
attachment. Each panel’s responses were collected 
separately, and the appropriate hyperlink was 
included in the invitation, plain language 
statement and subsequent reminders.

A brief background to the study was provided 
and panellists were requested to answer ten open-
ended questions (refer to Table 5.2 below). Each 
panel responded to the same set of ten questions. 
Th e purpose of the open-ended nature of the 
questions was to elicit a wide range of qualitative 
responses from experts. Owing to the paucity of 
research pertaining to the strategic importance 
of emerging technologies such as DLT in the 
highly regulated payment system environment, 
the opinions and perceptions of panel experts 
provided a qualitative basis for the fi rst round of 
the Delphi study. According to Iqbal and Pipon-
Young (2009:599), a qualitative fi rst round that 
relies on content generation by expert panellists 
is considered as advantageous as it may improve 

the reliability and validity of the study.

Survey responses were provided within the 
context of the ten open-ended questions (cases). 
Each of the ten questions elicited responses 
about specifi c themes related to the development, 
implementation and ongoing use of a DLT-based 
payment system in South Africa.

Data analysis 
Data collected during the qualitative fi rst round 
was analysed in three phases. Th e fi rst phase 
consisted of a constant comparative analysis; an 
abductive second phase; while the third phase 
consisted of a constant comparative analysis 
through a wicked problem lens.

Phase one: Constant comparative analysis 
Following the collection of data from the three 
Delphi panels, it was discovered that panellists 
tended to include partial responses to subsequent 
questions as they responded to each question. 
As such, all responses were deconstructed into 
meaningful concepts, phrases or sentences 
(variables), with each such variable then 

TABLE 5.2: ROUND ONE SURVEY – TEN OPEN-ENDED QUESTIONS 

1

Various countries are investigating the feasibility of developing and implementing Distributed 
Ledger Technology-based (DLT-based) payment systems. Do you think that the existing 
South African payment system could be enhanced or even replaced by a DLT-based payment 
system? Why do you think so?

2
In your opinion, which major risks (if any) are inherent to the existing payment system, and 
could be mitigated by a DLT-based payment system? Please provide a short motivation for 
your answer.

3 What kind of risks – systemic or otherwise, or none at all – do you think could be introduced 
to the payment system via DLT?

4 Which payment system functions or features could potentially benefi t most from a DLT-based 
national payment system?

5
How do you conceptualise the design of a DLT-based national payment system? In other 
words, how do you think the development of such a payment system should be approached 
from a strategic perspective?

6 Which specifi c benefi ts, if any, do you think can potentially be gained from the development, 
implementation and ongoing use of a DLT-based payment system?

7 What major challenges do you foresee in the development, implementation and ongoing use of 
a DLT-based payment system?

8 How, or by whom, do you think a DLT-based payment system should be managed?

9 What time frames do you attach to the potential development, and subsequent 
implementation of a DLT-based payment system in South Africa?

10 What additional factors do you believe should be considered when conceptualising a DLT-
based payment system?
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referenced to the survey question (case) and 
individual panellist from where it originated. Th e 
variables were categorised according to the case 
they most appropriately aligned with. Variables 
from each panel were processed separately.

A constant comparative analysis method was 
followed to analyse the variables. Th is method 
comprises an iterative process to code variables 
into themes, distil those themes into categories, 
and develop assumptions from those categories 
(Hewitt-Taylor, 2001:39; (Olson, McAllister, 
Grinnell, Gehrke Walters, & Appunn, 2016:27). 
Microsoft  Excel was used for the coding process 
(Ose, 2016:152).

Each variable represented a concept, idea or 
thought, which was clustered around broadly 
defi ned themes such as ‘limiting infrastructure’, 
‘transparency at appropriate levels’ or ‘reduction 
in false declines.’ Semantic descriptors, or 
codes, such as ‘infrastructure’, ‘transparency’ or 
‘transaction integrity’ were generated from those 
themes and assigned to each variable. Th e codes 
generated from the three respective phases were 
collated in a manner that allowed each code 
to be traced back to a specifi c panel, case and 
panellist. Four-hundred-and-seventy-two codes 
were generated in this way. An iterative process to 
examine and re-examine the codes was pursued, 
as is recommended by the constant comparative 
analysis method. Th ese codes were reduced to 
132 by grouping together codes of similar or 
near-similar meaning and, fi nally, to 24 categories 
(listed in Table 5.3 below).

Phase two: Abduction 
Th e 24 categories were diverse in nature and 
represented a range of ill-defi ned problems 
and their contributory factors. Th ey presented 
ambiguous potential solutions, as well as 
potential and unforeseen consequences to 
DLT as an enhancement to, or replacement of, 
the current NPS. No appropriate explanation 
could be extracted to link the 24 categories in a 
meaningful, linear manner.

Th is type of occurrence is described by Reichertz 
(2010:4) as the interpretation of collected data that 
leads to the discovery of “combinations of features 
for which there is no appropriate explanation or 

rule in the store of knowledge that already exists”. 
A search for an explanation usually follows this 
discovery, a process described as “abduction” 
(Reichertz, 2010:4).

Whereas the constant comparative analysis process 
that was followed is categorised as inductive (the 
analysis was not carried out through the lens of 
any predetermined theory), ‘abduction’ refers to 
an act or a process that “brings together things 
which one had never associated with one another: 
a cognitive leap of discovery” (Reichertz, 2010:5).

Peirce proposes the use of abduction logic as a 
basis for exploratory data analysis (Peirce, 1992:88; 
Yu, 1994:15; Turner, 2013:88). Abduction is the 
exploration of data; the identifi cation of a pattern 
therein; and the development of a hypothesis 
(Peirce, 1992:88; Yu, 1994:3, Turner, 2013:88).

Th e content analysis of round one has to provide 
the theoretical foundation for the second 
round of data collection. Th e lack of a credible 
interpretation would result in an unfocused 
second round and, as such, it is critical that 
the variables are interpreted in a manner 
consistent with a rigorous and reliable approach. 
Subsequently, the eff ort to fi nd an explanation 
for the complexity of the relationships between 
the 24 categories gave rise to the formation of an 
informal abductive hypothesis that the NPS could 
potentially be regarded as a wicked problem (see: 
Rittel & Webber, 1973:161-167).

Reichertz (2010:8) describes abduction as follows: 
“…essentially that the research is laid out in such 
a way that new hypotheses can and do appear at 
every level, that the interpretation of the data is 
not fi nalised at an early stage but that new codes, 
categories and theories can be developed and 
redeveloped if necessary.”

Problems in very complex environments are 
regarded as ‘wicked’ and are viewed diff erently 
by diff erent stakeholders. At the opposite end 
of the spectrum are ‘tame problems’, which 
can be solved by means of linear problem-
solving approaches. Wicked problems cannot 
be tamed or solved using conventional or linear 
problem-solving methodologies and, as such, it is 
important to identify wicked problems for what 
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TABLE 5.3: PHASE ONE DATA ANALYSIS – CONSTANT COMPARATIVE ANALYSIS 

1 Analysis & design – interoperability, consensus, continuous collaboration

2 Barriers – lowered – Participation increased – Dominance and control – Dominant 
intermediaries – Structure

3 Change leadership – Change management – Transition challenges – Collaborative transition 
process – Resistance to change – dominant incumbents – Phased approach – NPS structure

4 Complexity – Simplifi ed processes – Effi  ciency increases – Non-effi  ciency – Liquidity 
improved – Simplifi ed process via reconciliation

5 Cost reduction – Costs – Costs & Costing model
6 Crime & security – KYC, AML, cybercrime benefi ts – Corruption – State capture threat
7 Crypto ZAR – Issuing cryptocurrency – Cash-less society
8 Decentralised vs centralised – Distributed vs Centralised

9 Disruption of NPS incumbents/specifi c functions vs Breakthrough innovation – Change in 
banks’ income models – Product innovation – Future: new possibilities

10 Future: DLT will be global standard – Future: international collaboration – Innovation – 
Global expertise & skills scarcity – Global mindset – Global technology taker

11 Identity – Identity verifi cation – Privacy/Anonymity
12 Impact on end-users – Unbanked – increased fi nancial inclusion

13 Maintain NPS stability – SARB responsible for stable payment system – Systemically 
Important (SIPS)

14
Meaningful tech progress to mature & implement – Technology maturity – DLT soft ware 
integrity – DLT must interface to traditional databases – System demands – Legacy 
infrastructure

15 Paradigm shift  – Complete rethink of the NPS

16 Payments (domestic, retail, consumer, cross border, bulk, international, low volume-high 
value, interbank) – Interbank payment & settlement – Settlement risk

17 Real time processing – Clearing (incl. Real/near-real time) – Reconciliation Real time

18
Regulation – Regulatory burden reduced – Regulatory framework: Innovation follows 
regulation vs Regulation follows innovation – Regulatory framework – consensus – 
Governance

19
Role clarifi cation: Operator roles vs oversight roles – Open source community – no direct 
control by any party – Representative/elected body – Similar to current FMIs – Collaboration/
Consensus/Consortium

20

SARB – Payment system (national asset) running on platform – Standardised platform – Tech: 
self-regulated – Tech platform – self-regulated – Tech platform – must be managed – DLT 
platform development & maintenance – Tech platform: New management company – tech 
savvy/partnership with SARB

21 Systemic risk – Reduced systemic risks

22 Transaction integrity – Increased transaction integrity – Data management better – 
Transparency

23

Not yet – Business case not clear yet – Let others do it 1st – New, hype – New, not well 
understood – Other priorities
Yes – NPS can be enhanced by DLT – it’s the future – In sandbox
No vs Maybe – Needs strong motivation

24 5/10 / 5-10-year adoption/implementation time frame
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they are. Solving wicked problems requires a 
diff erent approach in terms of leadership (Grint, 
2008:4), resource mobilisation, knowledge and 
information, and practices (Ney & Verweij, 
2015:34).

Th e objective of abduction is not to decide which 
hypothesis to accept or approve, but to determine 
which one to test (Yu, 1994:17). Th e classifi cation 
of the NPS as a wicked problem can therefore be 
considered helpful in the process of analysing 
the responses from the round one survey in a 
meaningful way. It also helps to facilitate the 
continuance of data collection during the second 
round of the study. As such, it is “allowed to 
remain in force” (Reichertz, 2010:6).

Th e variables identifi ed in the initial phase of 
the constant comparative analysis method were 
subsequently compared to Rittel and Webber’s 
(1973:161-166) ten characteristics of wicked 
problems, as well as to an eleventh characteristic 
(listed in Table 5.4 below) that was defi ned 
from Rittel and Webber’s paper by Riechert, 
Biesenbender, Dees and Sirtes (2016:305). Th is 
deductive process follows that of Riechert et al. 
(2016:305) in applying Robert’s classifi cation 
of two-problem dimensions (Riechert et al., 
2016:305).

Th e frequency that variables supported or 
contradicted the eleven characteristics listed 
in Robert’s two-problem dimensions was 
determined. Th is exercise revealed that 346 

variables supported the informal hypothesis that 
the NPS is a wicked problem, and 11 variables 
contradicted the informal hypothesis that 
the NPS is a wicked problem (see Table 5.5). 
In addition, supporting variable frequencies 
exceeded the mean frequency per dimension 
(357 variables/11 dimensions = 32.45) in fi ve 
instances (D1, D4, D5, S2 and S4, as highlighted 
in Table 5.5). As such, a deductive inference was 
made that the NPS can be regarded as a wicked 
problem and that the NPS comprises complex 
factors and dynamic interdependences between 
payment system stakeholders within a highly 
regulated environment that confi nes the pursuit 
of acceptable solutions to real or perceived 
problems.

Phase three data analysis – constant comparative 
method through a wicked problem lens
Another attempt was made at analysing the 
variables using the constant comparative analysis 
method, but through a wicked problem lens. In 
this regard the set of 132 themes from the fi rst 
attempt was re-examined and 12 categories were 
identifi ed. Th ese categories represent the major 
obstacles to, and opportunities associated with, 
an improved payment system. From the initial 
coding process, 30 variables were identifi ed 
regarding the feasibility of replacing or enhancing 
the current payment system, with 13 variables an 
outright yes, 15 yes but not now, and 1 an outright 
no. Th e categories further represent major risk 
areas, and areas of concern. Th e 12 categories 

TABLE 5.4: ROBERT’S TWO-PROBLEM DIMENSIONS 

D1 No defi nitive formulation for a WP – problem = solution
D2 No stopping rule – best option within limitations
D3 Every WP is unique – distinguishing property NB
D4 Every WP a symptom of another problem
D5 Choice of explanation determines nature of solution
D6 Multiple stakeholders cause complexity

S1 Solutions are good or bad (better or worse, satisfying, good enough) – judged by equipped/
entitled parties but can’t set rules

S2 No test for a solution – consequences may outweigh advantages
S3 No trial-and-error solutions – cannot reverse solution
S4 No exhaustive set of possible solutions
S5 Planner has no right to be wrong

Source: Compiled from Riechert et al. (2016:305)
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subsequently provide a basis for a Delhi round 
two questionnaire (refer to Table 5.6 and Figure 
5.1 below).

CONCLUSIONS 
It is evident from the study that the NPS relates 
strongly with the wicked problem concept based 
on Rittel and Webber’s ten attributes. Th e wicked 
problem point of departure is the NPS’s large 
number of stakeholders. Furthermore, in an 
NPS context, complexity and funding are oft en 
regarded as reasons for not addressing problems 
and developing an entirely new proprietary or 
interoperable network on a national scale is 
inherently complex and expensive.

Banks also contribute to the complexity, and 
subsequent wickedness, of the payment system 
problem by means of how they diff erentiate 
very generic payment products. In addition, 
although criticised for having various barriers 
to entry, there is no test to determine if lowering 
of barriers to NPS access and participation will 
reduce NPS complexity. A lack of transparency 
and disclosure by NPS participants increase 
complexity and negatively impacts on payment 
product end-users but is tolerated under the 
current NPS regulatory framework. Barriers 
to NPS access and participation cannot simply 
be lowered or removed as the consequences of 
such a move could introduce instability into the 
fi nancial system, which is systemic in nature and 

TABLE 5.5: TOTAL FREQUENCY OF VARIABLES SUPPORTING OR CONTRADICTING ROBERT’S WICKED 
PROBLEM DIMENSIONS 

  D2 D3 D4 D5 D6 S1 S2 S3 S4 S5 TOTAL
Supporting 
variables 12 7 47 57 25 25 39 16 41 29 346

Contradicting 
variables 0 0 0 -3 0 -7 0 0 0 0 11

TABLE 5.6: PHASE THREE DATA ANALYSIS – CONSTANT COMPARATIVE ANALYSIS THROUGH A 
WICKED PROBLEM LENS

1 Competition and anti-competitive conduct 7 Clearing and settlement
2 Interoperability 8 Complexity
3 Costs 9 Cybersecurity
4 Innovation 10 Cryptocurrencies
5 Payment system oversight 11 Transparency
6 Barriers to access and participation 12 Financial inclusion

FIGURE 5.1: PHASE THREE DATA ANALYSIS – 12 CATEGORIES REPRESENTED IN TERMS OF THEMATIC 
FREQUENCY
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must be kept stable. Noticeable, however, is that 
although the lack of competition in the NPS is 
aggravated by barriers to entry to the NPS, those 
barriers are not only regulatory in nature, but 
also stem from the NPS structure. Lastly, in the 
NPS, market conduct by NPS participants can be 
contextualised in terms of regulatory tolerance 
and regulatory intolerance.

7. IMPLICATIONS FOR FUTURE 
RESEARCH 
Due to the complexities and the wicked problem 
contextualisation, the Delphi technique was 
an appropriate method to secure the views 
of payment system experts in determining a 
taxonomy of strategic imperatives in pursuit of 
conceptual and strategic clarity for DLT in the 
South African NPS.

Of signifi cance from this fi rst round Delphi, 
is the emergence of a taxonomy of 12 strategic 
imperatives (see Table 7.1 below). Future research, 
specifi cally in further Delphi rounds, should be 
concerned with the development of a research 
instrument based on these strategic imperatives. 
Hence, in terms of providing a basis for future 
Delphi rounds to further refi ne conceptual and 
strategic clarity, these 12 categories serve ideally 
to operationalise DLT and payment system 
constructs and solicit the views of the payment 
system experts to derive at a conceptual and 
strategic framework that NPS-stakeholders can 
utilise in the consideration of DLT in the NPS.

8. MANAGERIAL IMPLICATIONS 
Th e implication of NPS wickedness can have 
a profound impact on future payment system 
solutions, and even on regulation and payment 
system reforms. Th e degree of uncertainty, as well 
as the extent of value confl icts among payment 
system stakeholder groups, could foster awareness 
and provide insights into payment system pivot 

points. Th ese insights could be used to address, 
and subsequently lower, the incompatibility of 
intentions between stakeholder groups, which 
could result in a shift  from disagreement to 
agreement on key issues.

Although little doubt remains as to the relevancy 
of DLT innovations in payment systems, the risk 
of using DLT in wicked payment systems remain 
systemic. As such, due to the wickedness of the 
NPS, and DLT being a nascent fi ntech innovation, 
DLT considerations should at this stage be limited 
to the elimination of payment system frictions, 
ineffi  ciencies, and unnecessary cost drivers to 
reduce payment system complexity.
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ABSTRACT 
South Africa (RSA) is facing very low levels of 
economic growth (Khumalo, 2019:14) and has 
one of the highest levels of both unemployment 
and income inequality in the world (Molopyane 
2019:25). Th e citizens of the RSA are inundated, 
on a daily basis, with news about corrupt 
politicians, unethical behaviour and ineffi  ciency 
of both government departments and parastatals, 
such as Eskom, South African Airways (SAA) 
and South African Broadcast Corporation 
(SABC). Th e research question addressed in 
this paper focuses on the impact that corruption 
and government’s ongoing ineffi  ciency have on 
socio-economic issues such as GDP (PPP) per 
capita, economic growth, purchasing power 
parity, unemployment and income inequality. 
World Bank data (economic indicators) and the 
Global Competitiveness Indices (corruption and 
government effi  ciency) from 2007/08 to 2017/18 
were used for all the countries included in the 
Global Competitiveness Index (GCI, 2019). It 
was concluded that wealthier countries with 
higher levels of GDP per capita have signifi cantly 
lower levels of unemployment, more even 
distribution of wealth, as well as more stable 
purchasing power relative to the US Dollar. 
Corruption and government ineffi  ciency are also 
highlighted as issues signifi cantly impacting the 
poor socio-economic performance and global 
competitiveness of South Africa.

Key Words: Corruption, government ineffi  -
ciency, unemployment, GDP (PPP) per capita

1. INTRODUCTION
African countries are oft en described as corrupt 
showing severe income inequality and high levels 
of both poverty and unemployment. Government 
offi  cials in these poor countries would usually 
blame everybody but themselves for these 
conditions (Hunter, Martinez & Patel, 2016). Th e 
forecast of a Fourth Industrial Revolution puts 
even further pressure on developing countries 
specifi cally. Th e workplace will look signifi cantly 
diff erent in the next decade and beyond from 
what it is like in the present day. Reasons for this 
change stem forth from “disruptive technologies” 
such as artifi cial intelligence, advanced robotics, 
the Internet of things, energy storage, drones, 
cloud technology, to mention a few examples. 
Most African countries skipped the fi rst three 
industrial revolutions and it might even be worse 
regarding the fourth, since the human skills diff er 
from what were traditionally required, and the 
labour force in many African countries lack the 
necessary skills (Hattingh, 2016:1-3).

Economic prosperity requires a competitive 
business environment. Th e World Economic 
Forum developed the Global Competitiveness 
Index (GCI), ranking and comparing the set of 
institutions, policies and factors that determine 
the level of productivity of a country (World 
Economic Forum, 2016:4). Th e World Economic 
Forum in the GCI uses twelve pillars which are 
combined into three categories or sub-indexes, 
namely basic requirements, effi  ciency enhancers 
and, lastly, innovation and sophistication factors 
(Schwab and Sala-i-Martin, 2016).
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Several research studies focused on establishing 
relationships amongst concepts such as 
competitiveness, levels of unemployment, 
poverty, economic growth and income inequality 
(Graham, 2016; Dihn, Mavridis, & Nguyen, 2010; 
Hunter, Martinez & Patel, 2016; Schwab & Sala-
i-Martin, 2016; Hanushek, 2016; WIID, 2017). 
Th is research paper intends to establish whether 
corruption, unethical behaviour and government 
ineffi  ciency can be associated with poverty, 
income inequality, exchange rate stability and 
unemployment in South Africa.

2. PROBLEM STATEMENT 
Th e weak global economic growth since 2008 has 
left  a signifi cant impact on unemployment and 
poverty in South Africa. Th is highlight concerns 
about the global economy to generate enough jobs 
and ensure that the gains of economic growth are 
widely shared among and within countries (World 
Economics Situation and Prospects Report, 
2018:48). Khumalo (2019:14) states that South 
Africa needs an annual economic growth rate 
of at least 5,4% to reduce income inequality and 
poverty. With the population growth of almost 
4% per year and the current projected economic 
growth for 2019 of between 1,2% and 1,6% as 
projected by the International Monetary Fund 
and World Bank respectively, unemployment, 
income inequality and poverty are here to stay 
(Th e Citizen, 2019:12; Khumalo, 2019).

Economic prosperity and growth are directly 
linked to government effi  ciency, not only 
government expenditure but also the ability to 
allocate its public resources (Skrypnik, 2016:12). 
Furthermore, government expenditure and 
government effi  ciency are complementary if 
countries aspire to achieve better economic 
prosperity and growth (Kimaro, Keong & 
Sea., 2017:36). Dimant and Tosato (2017:1-4) 
recognize the dramatic impact of corruption 
on social development and economic growth 
through its detrimental eff ect on private business, 
the quality of government institutions and policy-
makers. Businesses are in a more vulnerable 
position today with regard to corruption, fraud 
and other unethical practices (Turyakira, 2018:5). 
Unethical behaviour poses signifi cant risks to 
businesses and their stakeholders (Wiid et al., 
2013). Furthermore, unethical practices cause 

continuous business failures and negatively 
aff ects economic growth (Turyakira, 2018:7). 
Recent statistics indicate that South Africa could 
forfeit their position as an effi  ciency-driven 
economy to a factor-driven economy due to 
deteriorating infrastructure, corrupt government 
institutions, and ineffi  cient higher education 
and training (Schwab, 2017). At the same time 
statistics are unveiling that other effi  ciency-driven 
economies, such as Egypt, are increasing their 
competitiveness and improving their ranking 
on the GCI. Th e Bureau of Economic Research 
found that South Africa’s economic growth since 
2009 underperformed relative to other emerging 
countries and average global growth (Khumalo, 
2019:14). Th e research question addressed in this 
paper focuses on whether South Africa’s dismal 
economic performance in terms of very low 
levels of economic growth, inability to alleviate 
poverty, high levels of unemployment, unequal 
distribution of wealth and the Rand’s weakening 
purchasing power against the US Dollar can be, 
at least in part, attributed to corruption, unethical 
behaviour and the ineffi  ciency of government.

3. RESEARCH OBJECTIVES 
Th e primary objective of the study is to measure 
the relationship between corruption, unethical 
behaviour and government ineffi  ciency versus 
poverty, unemployment, income inequality 
and purchasing power parity amongst all the 
countries included in the Global Competitiveness 
Index and link it to South Africa’s weak economic 
performance of the past few years.

Th e following secondary objectives will support 
the achievement of the primary objective of this 
research study.

• To review the literature on corruption, 
unethical behaviour and government 
ineffi  ciency and the extent to which it impacts 
on economic prosperity and growth. 

• To review the literature on unemployment, 
GCI and Gini coeffi  cient and its relationship 
with poverty and economic growth. 

• To assess whether there is a relationship 
amongst certain economic and socio-
economic indicators, such as GDP per capita, 
the change in GDP per capita over time, the 
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unemployment rate, the Gini coeffi  cient and 
the change in the PPP for all the countries 
included in the GCI. 

• To establish whether the GDP (PPP) per capita 
and the purchasing power are infl uenced by 
certain GCI indicators related to ethics and 
corruption as well as the effi  ciency of the 
government. 

• To relate South Africa’s performance 
regarding corruption, ethics and government 
effi  ciency (CGI) to the country’s performance 
in terms of poverty (GDP per capita), 
economic growth, unemployment, income 
inequality, purchasing power (as a proxy for 
the weakening of the exchange rate). 

4. LITERATURE REVIEW 
Th e major objective of macroeconomic policies 
is to attain high and sustainable growth with 
low levels and stable rates of unemployment 
(Makaringe & Khobai, 2018:1). In addition, 
unemployment is a macroeconomic indicator that 
refl ects the inability of an economy to make full 
use of their labour resources (Anghel, Anghelache 
& Manole, 2017:174). Unemployment is a major 
contributor to widespread poverty and income 
inequality. Th erefore, it is crucial to understand 
the relationship between unemployment and 
economic growth to ensure sound policies that 
will improve economic growth (Makaringe & 
Khobai, 2018:1). Furthermore, the measurement 
of unemployment is essential for economic policy 
and growth (Brandolini & Viviano, 2018:445). 
With an unemployment rate of 27,5% and only 
16,4 million of 38 million South African having 
a job, Keeton (2018:7) regards unemployment 
a terrible social and economic crisis in South 
Africa.

Molopyane (2019:25) alludes to another related 
problem: the high levels of unemployment directly 
impact income inequality in South Africa as 
measured by the Gini score (coeffi  cient). Th e Gini 
index score is a statistical measure of distribution 
developed by a statistician Corrado Gini (Farris, 
2010:1). Th e Gini index is oft en used to measure 
economic inequality, for example measuring 
income distribution among a population. Th e 
Gini index is a function between zero and 
one, with zero presenting maximum equality 
and one perfect inequality (Mirzaeia et al., 

2017:205). Furthermore, according to Brueckner 
and Lederman (2015:2) there is a relationship 
between inequality and the Gross Domestic 
Product (GDP) of a country. Economic growth, 
an indicator of welfare of a country, is oft en 
measured by the change in GNP or its per capita 
value (Soylu, Çakmak & Okur, 2018:94). South 
Africa has almost the most skewed distribution 
of wealth in the world and Molopyane (2019:25) 
emphasizes that “inequality’s economic and 
social fallout causes a triple threat because it a) 
it has signifi cant consequences for political and 
economic stability, b) it lowers potential growth, 
dooming the poor to worsening wages and less 
new jobs, and c) a failing economy cannot reduce 
poverty.”

Th us, for many developing countries, improving 
economic growth is the cornerstone for 
addressing these issues of poverty, unemployment 
and income inequality. Based on the World 
Competitiveness Yearbook, competitiveness 
is determined by four elements: economic 
performance, business effi  ciency, government 
effi  ciency and infrastructure (Dina et al., 2018:1). 
Competitiveness is a crucial factor that addresses 
corruption, government ineffi  ciency, poverty, 
unemployment and furthermore impact positively 
on economic growth. Th e Global Competitiveness 
Index (GCI) has been measuring the factors that 
drive long-term growth and prosperity over 40 
years. In addition, the GCI assists policy makers 
identifying challenges to be addressed and 
strengths to build on when designing policies for 
economic growth for their countries (Schwab & 
Sala-i-Martin, 2017:1).

Competitiveness is defi ned as the set of institutions, 
policies and factors that determine the level of 
productivity of an economy, which in turn sets 
the level of prosperity that a certain country can 
achieve. Lately, the concept of competitiveness 
has become an essential factor in the assessment 
of countries and regions, especially due to its 
ability to create welfare and prosperity (Dina et al., 
2018:1). Th e situation in South Africa in terms of 
the GCI is a major concern for policy-makers and 
long-term growth. Th e ranking of South Africa 
has deteriorated over the period of 2009 to 2018 
and especially 2017 and 2018 (World Bank 2018). 
South Africa’s GCI ranking has changed from 45th 
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in 2009 to 67th in 2018, representing a positional 
drop of almost 50%.

Eunomix Business and Economics Ltd. indicated 
that “South Africa’s performance on a range 
of social, economic and governance measures 
deteriorated more since 2007 than any other 
nation not at war. On an index of security, 
governance, prosperity and welfare indicators 
for 178 countries, South Africa slumped from 
31st in 2006 to 88th position in 2018 (Sguazzin, 
2019:12). According to Khumalo (2019:14) this 
is the direct consequence of corruption and the 
“untold legacy of state capture and the destruction 
of South Africa’s institutions”. Corruption 
inhibits economic growth, erodes the capacity 
of governments to deliver quality public services 
and aff ects business operations, employment 
and investments (Nguyen, et al., 2017:791). It 
also reduces tax revenue and the eff ectiveness of 
various fi nancial assistance programs. Corruption 
also causes higher unemployment and poverty 
(Šumah, 2018:1). According to a study on 
81 countries, government eff ectiveness has a 
signifi cantly positive eff ect on economic growth 
(Alam et al., 2018:227). Mdluli (2019:15) alludes 
to both corruption and government ineffi  ciency 
when she refers to two parastatals, Eskom and 
South African Airways, which have been bled 
dry and looted by government offi  cials. Dimant 
and Tosato (2017:3-4) found a causal relationship 
of bureaucracy, ineffi  cient administrative and 
political structures leading to corruption. Th ey 
also alluded that “a large ethnic division (proxied 
by ethnolinguistic fragmentation) will increase 
corruption triggered by in-group favouritism”.

Ahlin and Bose (2007), in contrast, also refer to 
the fact that corruption promotes government 
ineffi  ciency, because those corrupt offi  cials 
benefi tting from an ineffi  cient system have no 
motivation to fi x it. Corruption also impacts the 
business and investment climate in a country 
negatively. Local businesses are hesitant to 
expand and, in most cases, there are a negative 
relationship between the levels of Foreign Direct 
Investment (FDI) and the level of corruption 
in specifi cally developing countries (Dimant & 
Tosato, 2017). Th ese authors also highlight two 
additional eff ects of corruption, namely that 
corruption increases income inequality as well as 

signifi cantly lowering economic growth because 
of the misappropriation of government funds.

For many developing countries, improving 
economic growth is the cornerstone for economic 
policy making, but these countries oft en face 
obstacles such as corruption (Ertimi et al., 
2016:92). In an interview, Chief Justice Mogoeng 
Mogoeng made the statement: “We don’t have 
to pursue trying to create millionaires, we have 
to pursue creating jobs so that everybody has 
something to eat”. In a simple yet powerful 
sentence, the socio-economic and moral 
problems of South Africa, including poverty, 
unemployment, inequality, greed and corruption, 
are highlighted (Maharaj, 2019:8).

5. RESEARCH METHODOLOGY 
5.1 Statistical Analysis 
In this paper, the statistical analyses, such as 
cross tabulation, chi-square, one-way analysis 
of variance (Independent T-test) and Pearson 
correlation coeffi  cient were done using Microsoft  
Excel and the Statistical Package of Sciences 
(SPSS version 24) statistical soft ware. Pearson 
correlation coeffi  cients were calculated to 
determine the signifi cance and direction of 
relationships between socio-economic indicators 
and certain specifi c sub-pillars of the GCI for 
all the countries included in the GCI. Linear 
regression focusing on R, R-squared, Signifi cance 
(ANOVA), Standardized Coeffi  cient Beta, t-value 
and individual signifi cance to determine whether 
the independent variables can predict or explain 
the dependent variables, were also applied.

5.2 Data 
Th e 2007/08, 2012/13 and 2017/18 Global 
Competitiveness Indices (GCI) were used to 
measure the level of competitiveness of at least 
140 countries. Th ese 140 countries represent 
95.1% of the world’s population and 98.6% of 
the world’s GDP. Issues related to corruption 
and ethical behaviour of government offi  cials 
as well as government effi  ciency were randomly 
chosen from the GCI, and were identifi ed in the 
following pillars; Pillar 1 – Institutions, Pillar 2 – 
Infrastructure, Pillar 3 – Market Effi  ciency and 
Pillar 6 – Macro Economic Environment. World 
Wide Unemployment Data was used to compare 
the levels of, and change in, unemployment for 
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African countries versus the rest of the world 
(ILO, 2016), while the GDP, population, GDP per 
Capita for the various countries were obtained 
from the databases of the World Bank (2019). 
Income inequality was also measured using the 
Gini Coeffi  cient of Income Inequality (WIID, 
2017).

Th e Gross Domestic Product (GDP) per capita 
based on purchasing power parity (PPP) compares 
the gross domestic product (a measure of wealth) 
of a country, divided by mid-year population 
converted in US Dollar purchasing power parity 
(World Bank, 2015). Th e reason for using GDP per 
capita (PPP) and not in local currency (LCU), is 
that the change in a country’s exchange rate could 
impact the GDP per capita (LCU) signifi cantly, 
making comparisons amongst countries almost 
impossible. Th e diff erence between the GDP 
per capita (PPP) and GDP per capita in local 
currency (LCU) is not an absolute refl ection of 
the exchange rate of a specifi c country relative 
to the US Dollar, but rather a refl ection of the 
purchasing power of that country in US Dollars. 
Th e GDP per capita in PPP and LCU were both 
used in the research, but only to determine the 
relative change in purchasing power between a 
specifi c country’s local currency and the US Dollar 
over a period of time. Th is was done to determine 
the relative strengthening or weakening of the 
specifi c country’s purchasing power against the 
US Dollar. Th e following formula was used:

Δ in PPP = (GDP per Cap (LCU) yi / GDP per 

Cap (PPP) yi) / (GDP per Cap (LCU) yi+j / GDP 
per Cap (PPP) yi+j )–1

6. RESULTS AND FINDINGS 
Th e research question addressed in this paper 
was to establish whether South Africa’s ranking 
according to the Global Competitiveness Index 
(GCI) regarding ethics, corruption and effi  ciency 
of the government sub-pillars impacted the 
economic performance of the country relative to 
all the countries included in the GCI. Th ree GCI 
(for 2007/08, 2012/13 and 2017/18) reports were 
used for the research study.

To achieve the primary objective, it was necessary 
to fi rstly assess whether there is a relationship 
amongst certain economic and socio-economic 
indicators, such as GDP per Capita, the change 
in GDP per Capita over time, the unemployment 
rate, the Gini score and the change in the PPP for 
all the countries (148) included in the GCI (Table 
1). Secondly, it was important to establish whether 
the GDP (PPP) per capita and the purchasing 
power parity of a country are infl uenced by certain 
GCI indicators related to ethics, corruption and 
the effi  ciency of the government (Table 2).

Table 1 clearly indicates the correlation between 
the GDP per capita and the strength of the local 
currency relative to the US Dollar since 2007 and 
2012 until 2017. Both correlations of 0,591 and 
0,448 are extremely high and positive, illustrating 
that countries with higher levels of personal 
wealth as measured by the GDP per capita also 

TABLE 1: GDP PER CAPITA VERSUS CERTAIN SOCIO-ECONOMIC INDICATORS 

Economic Indicators:
GDP PPP per Capita 2017 Unemployment 2017

Cor. + Sig. No.  Cor. + Sig. No.
GDP PPP / Cap 2017

1,000   148    -0,244** 0,006   123 
Δ Purchase Power Parity:

GDP/Cap 2007-17 0,591**  0,000  147 -0,018 0,846  122 
GDP/Cap 2012-17 0,448**  0,000  147 -0,089 0,332  122 
Unemployment 2017 -0,244**  0,006  123 1,000  124 
Gini -0,434**  0,000  106 0,183 0,082  91 
Growth GDP/Cap 2007-17 -0,301**  0,000  148 -0,208* 0,021  123 
Growth GDP/Cap 2012-17 -0,128  0,120  148 -0,196* 0,030  123 
GCI 2017/18 -0,763**  0,000  134 0,259** 0,006  113 

+ Pearson Correlation: **signifi cant at 1% and *signifi cant at 5%
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have stable purchasing parity relative to the 
US Dollar. In contrast, there is no relationship 
between unemployment and purchasing power 
parity of countries.

A similar signifi cant, but negative relationship 
exists between the GDP per capita versus both 
unemployment and the Gini coeffi  cient. It 
establishes that countries with high GDP per capita 
experience signifi cantly less unemployment and 
have signifi cantly less income inequality. Looking 
at the growth in GDP per capita since 2007, there 
was a negative correlation between GDP per capita 
and the growth of the GDP per capita over the 10 
years up to 2017, thus the wealthier countries had 
relatively less of a percentage increase in GDP 
per capita. Th e opposite was true if the growth 
in GDP per capita was measured in US Dollar 
terms. A possible explanation for countries with 
higher GDP per capita showing relatively lower 
economic growth could be that they are mature 
economies and not starting at such a low GDP 
per capita basis as the developing countries.

In contrast, the negative signifi cant relationships 
between unemployment and growth in the GDP 
per capita since 2007 and 2012 to 2017 confi rm 
the need for economic growth to minimise 
unemployment. Th e overall GCI ranking of a 
country (the higher the country’s ranking, the 
worse it is performing against other countries) 
also impacts the personal wealth of a country 
negatively and is positively correlated with the 

level of unemployment.

Table 2 focused on the relationship between 
certain GCI indicators relative to ethics, 
corruption and government effi  ciency. All four 
the sub-pillars related to government corruption 
and unethical behaviour show very strong and 
signifi cantly negative correlations in excess of 
-0,500 to the wealth of a nation as measured by 
the GDP per capita. Th ese negative correlations 
with the GDP per capita are a clear indication 
that corruption and government ineffi  ciency 
is signifi cantly related to the poverty levels of a 
country.

In Table 3 linear regression was applied to 
establish if the signifi cant correlations indicated 
in Table 2 confi rm whether government 
corruption, ethics and effi  ciency (independent 
variables) directly impact poverty and purchase 
power parity of a country. Th e R-squared of 0,573 
establishes the extent to which government ethics 
and corruption signifi cantly impact the poverty 
levels of a country. A Beta of 0,757 indicates 
that the worse a country scores in ethics and 
corruption, the worse its GDP per capita and the 
less stable/strong is the purchase power parity 
(Beta=0,602). Although ‘Irregular payments and 
bribes’ seems to be the variable with the strongest 
link to poverty and purchase power parity in a 
country, all these sub-pillars are highly positively 
correlated, explaining in part why only one sub-
pillar shows signifi cance.

TABLE 2: GDP (PPP) PER CAPITA AND CHANGE IN PURCHASE PARITY VERSUS CERTAIN GCI PILLARS

GCI: Pillars GDP PPP per Capita 2017 Δ in Purchasing Parity
No. of countries = 133 Pearson Cor. Sig. Pearson Cor. Sig.
Ethics & Corruption: 
Public trust in politicians -0,530**  0,000 -0,249**  0,004 
Irregular payments and bribes -0,753**  0,000 -0,404**  0,000 
Judicial independence -0,629**  0,000 -0,266**  0,002 
Favouritism of govern. offi  cials -0,532**  0,000 -0,257**  0,003 
Government Effi  ciency: 
Effi  ciency: Govern. spending -0,496**  0,000 -0,251**  0,004 
Burden of government regulation -0,335**  0,000 -0,120  0,170 
Quality of electricity supply -0,775**  0,000 -0,473**  0,000 
Country credit rating -0,772**  0,000 -0,480**  0,000 

‘+ Pearson Correlation:**signifi cant at 1% and *signifi cant at 5%
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Table 2 also illustrates the strong correlations 
between the sub-pillars relating to government 
effi  ciency versus poverty levels and the strength 
of the purchase power of countries. Especially the 
quality of electricity supply and a country’s credit 
rating have an exceptionally strong and negative 
relationship with both GDP per capita and 
purchase power. In Table 4 linear regression was 
applied to establish if the strong and signifi cant 
correlations in Table 2 imply that government 
effi  ciency (independent variable) directly impacts 
poverty and purchase power parity of a country.

It can be deducted that government effi  ciency 
(R=0,823) explains 67,7% of poverty and 47,5% 
of the stability of purchasing power (r-0,689) in 
a country. ‘Quality of electricity’ and ‘country’s 
credit rating’ are the two sub-pillars impacting 
poverty and purchase power parity signifi cantly, 
but again ‘effi  ciency of government’ and ‘burden 
of regulations’ are signifi cantly correlated with 
the other two sub-pillars, explaining their 
relatively insignifi cant relationships. Table 5 
shows the impact of government corruption, 
ethics and ineffi  ciency on income inequality 
and unemployment. Table 5 illustrates again the 

signifi cant impact of government corruption, 
ethics (R=0,438) and effi  ciency (R=0,458) 
on income inequality. However, government 
ineffi  ciency only impacts income inequality 
signifi cantly, but not unemployment. Th ere 
is a positive relationship (the more ineffi  cient 
government, the higher unemployment), but the 
relationship is not signifi cant.

Table 6 accentuates that South Africa has a lower 
GDP per capita than the average for all countries 
included in the GCI. But, if we compare South 
Africa to the middle (both lower and upper 
middle) income countries, the South African GDP 
per capita is slightly higher. Th is should, however, 
be seen against the levels of unemployment (2,6 
times higher) and the uneven distribution of 
wealth (66% more skew) of South Africa relative 
to the rest of the world. South Africa’s purchasing 
power also declined 86,9% more than the rest of 
the world relative to the US Dollar. In terms of 
the growth in GDP per capita, South Africa fared 
signifi cantly worse than the other countries in the 
world and even more so against other middle-
income countries in the world.

TABLE 3: IMPACT OF ETHICS AND CORRUPTION ON GDP (PPP) PER CAPITA AND PURCHASE PARITY

  GDP PPP per Capita 2017 Δ in Purchase Parity
No. of countries = 133 Beta t Sig. Beta t Sig.
Ethics & Corruption:
Public trust in politicians -0,224 -1,149 0,253 0,224 0,944 0,347
Irregular payments and bribes -0,736 -7,059 0,000** - 0,862 -6,752 0,000**
Judicial independence -0,082 -0,732 0,466 0,179 1,302 0,195
Favouritism in decisions of 
offi  cials 0,284 1,350 0,179 -0,005 -0,018 0,986

 Regression (ANOVA)
R R Sq. Sig. R R Sq. Sig.

0,757 0,573 0,000** 0,602 0,362 0,000**

TABLE 4: IMPACT OF GOVERNMENT EFFICIENCY ON GDP (PPP) PER CAPITA AND PURCHASE PARITY

GCI: Pillars GDP PPP per Capita 2017 Δ in Purchase Parity
No. of countries = 133 Beta t Sig. Beta t Sig.
Government Effi  ciency: 
Effi  ciency of government spending -0,038 -0,385 0,701  0,101  0,797  0,427 
Burden of government regulations -0,098 -1,074 0,285  0,020  0,169  0,866 
Quality of electricity supply -0,431 -4,522 0,000** - 0,364 - 2,986 0,003** 
Country credit rating -0,370 -4,015 0,000** - 0,402 - 3,418 0,001** 

 Regression (ANOVA)
R R Sq. Sig. R R Sq. Sig.

0,823 0,677 0,000** 0,689 0,475 0,000**
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Table 7 shows the trend of South Africa’s ranking 
from 2007/08 to 2017/18 (out of 144 countries in 
2017/18). In the last column, the decline in the 
ranking position is indicated. Regarding ethical 
behaviour and corruption, the South African 
government did exceptionally bad moving 
from a relatively good ranking in 2007/08 to 
worse rankings in specifi cally public trust and 
favouritism in decisions of government offi  cials. 
In terms of government effi  ciency, government 

spending and quality of electricity supply show 
a negative trend in terms of ranking. Although 
there was a small improvement in South Africa’s 
credit rating since 2012/13, if we compare 2017/18 
to 2007/08, the RSA’s ranking deteriorated with 
33 places.

7. IMPLICATIONS AND 
RECOMMENDATIONS
It should be the primary socio-economic 

TABLE 5: IMPACT OF GOVERNMENT ETHICS, CORRUPTION INEFFICIENCY AND ON GINI 
COEFFICIENT AND UNEMPLOYMENT 

 GCI Pillars
GINI Unemployment

R R Sq. Sig. R R Sq. Sig.
Ethics & Corruption: 0,438  0,191  0,000**  0,200  0,040  0,350 
Government 
Effi  ciency: 0,458  0,210  0,000**  0,325  0,105  0,000** 

In Tables 6 and 7 these same variables were applied to South Africa.

TABLE 6: RSA VERSUS WORLD AND OTHER MIDDLE-INCOME COUNTRIES

Economic Indicators:  RSA World Middle 
Income

% Diff er.
World

GDP PPP / Cap 2017
 13 498    22 757  11 781 -40,7%

Change in Purchase Parity:
GDP/Cap 2007-17 -37,1% -19,9% -27,6% -86,9%
GDP/Cap 2012-17 -18,8% -5,9% -8,9% -220,9%
Unemployment 2017 27,3 7,5 8,3 -264,2%
Gini 63,4 38,2 41,1 -66,0%
Growth GDP/Cap 2007-17 22,0% 42,8% 51,5% -48,6%
Growth GDP/Cap 2012-17 8,5% 18,4% 20,6% -53,7%

TABLE 7: SOUTH AFRICA’S GCI RANKING ON ETHICS/CORRUPTION AND GOVERNMENT EFFICIENCY 
SINCE 2007/08

 GCI: SA Rank
South Africa

2007/08 2012/13 2017/18 Δ 07/08-
17/18

Ethics & Corruption: 
Public trust in politicians 48  88 114 -66
Irregular payments and bribes    47 91 -44
Judicial independence 23  27 36 -13
Favouritism of gov. offi  cials 53  110 127 -74
Government Effi  ciency: 
Effi  ciency of government spending 27  62 103 -76
Burden of government regulation 101  123 89 12
Quality of electricity supply 83  94 97 -14
Country credit rating 48  105 81 -33
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motivation for any country to alleviate poverty, 
to ensure employment, to stimulate economic 
growth, to stabilize the currency and in doing so, 
to ensure a competitive business environment. 
Focusing on GDP (PPP) per capita as a measure 
of poverty or wealth in all the countries included 
in the GCI, it was established that there is a very 
positive and signifi cant relationship between 
the wealth of the people of a country versus the 
global competitiveness and the purchasing power 
(stability of the exchange rate) over the last fi ve 
to ten years. Th e wealthier countries also have 
signifi cantly lower levels of unemployment and 
less income inequality. It was also established that 
high economic growth can be signifi cantly linked 
with lower levels of unemployment. If the South 
African government is serious about addressing 
poverty, income inequality, unemployment and 
the stability of the exchange rate, they need to 
understand that these socio-economic issues 
cannot be viewed or addressed in isolation. 
South Africa urgently needs economic growth 
to alleviate poverty, to address both income 
inequality and unemployment as well as to 
stabilize the exchange rate.

What was also established in this paper is that 
poorer countries (using GDP per capita as a 
measure of poverty) have signifi cantly higher 
levels of corruption, unethical behaviour and 
government ineffi  ciency than their wealthier 
counterparts. Th e question is so oft en addressed by 
politicians how South Africa can resolve the dire 
socio-economic problems the country is facing, 
but is it not time to focus on the government 
themselves? According to Table 3 South Africa 
performed dismally since 2007 regarding 
exchange rate stability (using purchasing power 
parity as a measure), economic growth, both 
relative to the world and the middle-income 
countries. For the period 2012 to 2017 the country 
performed even worse relative to the world. In 
terms of unemployment and income inequality 
South Africa is potentially an economic, social 
and political time-bomb (almost the worst of all 
countries in the world). It was also established 
that corruption and government ineffi  ciency 
have a signifi cant negative impact on the socio-
economic performance of all countries in the 
world (see Table 2).

Focusing on certain indicators in the GCI for 
2007/08, 2012/13 versus 2017/18, it is quite 
disturbing to observe the negative change in 
the ranking of South Africa regarding issues of 
corruption, ethical behaviour and government 
ineffi  ciencies. Th e public trust in politicians, 
favouritism of the decisions of government 
offi  cials, irregular payments and bribes worsened 
so much taking South Africa from the top third 
of the countries included in the GCI to the 
worst third of the countries, clearly illustrating 
the deteriorating situation regarding political 
corruption and ethical issues. Th e effi  ciency 
of government spending, quality of electricity 
supply and the country’s credit rating highlight 
the government’s ineffi  ciency. Addressing these 
issues of corruption, ethical behaviour and 
government ineffi  ciencies seem to be crucial 
in solving the socio-economic problems of the 
country.

8. CONCLUSION 
South Africans are oft en confronted with speeches 
of radical economic transformation, new foreign 
investments and job creation, but “the toxic mix 
of corruption and development cannot co-exist” 
(Khumalo, 2019:19). Th e research question 
addressed in this paper was to assess the impact of 
corruption, unethical behaviour and government 
ineffi  ciency on poverty, unemployment and 
income inequality and to link it to South Africa’s 
dire economic performance over the past few 
years. Th e theory confi rmed that corruption 
contributes to poverty, unemployment, income 
inequality and even high levels of public debt; 
all the problems South Africa are confronted 
with. Siddiqui (2019:51) links corruption and 
government ineffi  ciency stating that the effi  ciency 
costs of corruption are quite severe. In a study of 
106 countries it was found that corruption leads 
to an increase of public debt, slower economic 
growth and discourage foreign direct investment 
(Cooray and Schneider, 2017).

Focusing on all countries (148) included in the 
GCI from 2007 to 2017, the research indicated 
that countries with higher levels of personal 
wealth as measured by the GDP per capita have 
stable purchasing parity relative to the US Dollar, 
lower levels of unemployment and less income 
inequality. It was also confi rmed that corruption 
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and government effi  ciency signifi cantly impact 
poverty and income inequality. Th e World Bank 
shows that countries with low levels of corruption 
has a GDP per capita almost three times as high 
as those with low levels of corruption (Khumalo, 
2019:14). South Africa’s performance since 2007 
in terms of wealth creation, economic growth, 
eradicating unemployment and addressing 
income inequality have been woeful. Using 
the Global Competitiveness Index, corruption, 
unethical behaviour, and the ineffi  ciency of 
government deteriorated to unacceptable levels. 
Politicians and government so oft en focus on the 
past to explain what went wrong in the country, 
but we cannot change the past and we are not living 
on our own planet. To address increasing poverty, 
weak economic growth, unemployment, income 
inequality and high debt levels, government 
should start by facing the elephant in the room 
and that is to eradicate corruption, government 
ineffi  ciency and unethical behaviour to address 
the socio-economic problems of the country.
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ABSTRACT 
Th is study aimed to analyse the indicators 
disclosed in the Integrated Annual Reports 
(IARs) of selected South African retailers (Pick 
n Pay Stores Ltd, Shoprite Holdings Ltd, Spar 
Group Ltd and Woolworths Holdings Ltd). Th is 
was done by identifying the six capital indicators 
retailers report on, in order to analyse the 
commonalities and diff erences between them. 
Th ese include, Financial, Manufactured, Human, 
Social and Relationship, Intellectual and Natural 
capital indicators.

Noteworthy fi ndings related to indicator 
disclosure include that few of the same indicators 
were disclosed by all retailers, whilst many 
were only disclosed by one retailer. Disclosures 
related to all six capitals were found, yet some 
indicators were disclosed disproportionately. 
Paradoxically, limited disclosure of indicators 
that are easily measurable and low levels of 
negative or unfavourable indicator disclosure was 
also apparent in this study. Th e comparability of 
indicators was infl uenced by the aggregation and 
disaggregation of indicators, as well as the lack 
of consistency in the terminology used in IARs. 
Indicator disclosure also revealed several trends 
in the South African retail industry.

Keywords: Sustainability, sustainability report-
ing, integrated reporting, sustainability indica-
tors 

INTRODUCTION 
Th is paper starts with an Introduction which 
covers sustainability in general and in a business 
context, sustainability reporting, the development 
of integrated reporting, as well as an overview of 
the South African retail context on which this 
paper is focused. Th is leads to a summary of the 
Problem Investigated. Following on the Literature 
Review then explores research related integrated 
reporting and indicators. Next, the Methodology 
used in conducting this research is described, 
followed by the Results and a Discussion of the 
fi ndings of this research. Finally, the paper then 
draws to an end with Managerial Implications and 
a general Conclusion.

Sustainability, as understood today, stems from 
the Brundtland report (Brundtland, Khalid and 
Agnelli, 1987, p.41), which defi nes sustainable 
development as “development that meets the 
needs of the present without compromising the 
ability of future generations to meet their own 
needs”. From sustainable development, the term 
sustainability developed as a multi-dimensional 
concept that generally refers to the economic, 
social and environmental aspects that determine 
the quality of life within a community (Ferdig, 
2007; White, 2013). Nonetheless, sustainability 
remains hard to defi ne since individuals and 
groups assign meaning to the concept in diff erent 
ways (White, 2013).

Although sustainability is a complex concept, it has 
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become part of everyday life through initiatives 
like the United Nations Development Program 
(UNDP) 17 Sustainable Development Goals, 
which calls on governments, business, society and 
individuals to work towards a sustainable future 
(UN, 2018). Increasingly, businesses are motivated 
to rethink what it means to be sustainable 
and have the resources to make the transition 
towards becoming sustainable possible (Hart, 
1997; Loorbach and Wijsman, 2013). Th e role 
of business in society, as well as the expectations 
society places on business, is changing. As a result, 
more and more companies are engaging with 
social and environmental problems (Knauer and 
Serafeim, 2014). Th e increased scale of business 
operations, the ability to trace the impact of these 
operations and increased pressure from various 
stakeholders has led to business being held 
accountable (Meyer and Kirby, 2010). In the past 
businesses have primarily used annual fi nancial 
statements to communicate relevant information 
to the providers of fi nancial capital and other 
stakeholders. Increasingly, however, the need to 
include non-fi nancial information, focused on 
the corporate sustainability of an organisation, 
has been emphasized (KPMG, 2017).

In attempting to address sustainability-related 
issues within the current business context, 
several concepts have been developed. One of the 
most prominent being the Triple Bottom Line 
(TBL) approach which considers people, planet 
and profi t (Elkington, 1997). Companies have 
also expressed their obligation towards society 
and its various stakeholders who they aff ect 
through Corporate Social Responsibility (CSR) 
initiatives (Smith, 2003). Finally, companies have 
increased their collection, analysis and disclosure 
of information related to Environmental, Social 
and Governance (ESG) issues in the process of 
coming to grips with sustainability in business 
(KPMG, 2017).

Once some level of corporate sustainability has 
become part of an organisation, reporting on 
the sustainability-related progress within the 
organisation becomes the natural next step. 
Th e sustainability reporting process informs 
stakeholders of the value a company is adding 
to its interests and whether its growth is 
sustainable (Aktas, Kayalidere and Kargin, 2013). 

Sustainability reporting signifi ed a shift  away 
from fi nancial reporting, through annual fi nancial 
reports, as the only means of communication to 
inform stakeholders of the value a company is 
creating (Hoque, 2017; Main and Hespenheide, 
2012). As a result, non-fi nancial dimensions 
including environmental, social and governance 
dimensions of companies’ impacts are increasingly 
reported on (KPMG, 2017).

In the 2017 Survey of Corporate Responsibility 
Reporting of 250 of the world’s largest 
corporations, 93% of companies report on their 
sustainability performance (KPMG, 2017). 
Sustainability reporting has experienced rapid 
growth and improvements in report quality in 
recent years. Th ese positive trends are linked to 
companies’ use of guidelines like the GRI (Global 
Reporting Initiative) guidelines (Lozano, 2013). 
Notwithstanding the increase of sustainability 
reporting as part of some companies’ reporting 
practice, this still pales in comparison to the total 
number of businesses globally (Lozano, 2013).

Ultimately, sustainability measurement and 
disclosure (through the use of indicators) remains 
voluntary (KPMG, 2017). Th e non-prescriptive 
nature of voluntary sustainability reporting 
standards or frameworks leads to requirements 
oft en being adapted or ignored. Th is makes 
a comparison between sustainability reports 
problematic (Searcy and Buslovich, 2014).

In order to overcome the challenge of producing 
multiple reports, including annual fi nancial 
reports and sustainability reports, focused on 
separate, yet related dimensions of sustainability, 
the concept of Integrated Reporting developed. 
Integrated reporting focuses on the integration 
of fi nancial and non-fi nancial information (De 
Villiers, Venter and Hsiao, 2017). Th rough an 
Integrated Reporting approach, organisations are 
better able to relate to the environment in which 
they operate, by asking the right questions about 
their relationship to their environment (Hurth, 
2017).

IARs (Integrated Annual Reports), following 
the IIRC (International Integrated Reporting 
Council) framework approach, explain how a 
company creates and sustains value over time to 
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the providers of fi nancial capital, to the benefi t of 
all stakeholders (IIRC, 2013). According to the 
IIRC, a company can create value over the short, 
medium and long-term through the utilization 
of resources and relationships, referred to as the 
six capitals. Quantitative indicators can be very 
important in measuring the eff ect an organisation 
has on its fi nancial, manufactured, intellectual, 
human, social and relationship, and natural 
capitals (IIRC, 2013).

In South Africa, the role of sustainability reporting 
has extended beyond a voluntary means of 
communication. Integrated Reporting, primarily 
through the use of the IIRC framework, has 
become a listing requirement on the Johannesburg 
Stock Exchange (JSE) since March 2010 on a 
‘comply or explain’ basis with the adoption of the 
King III report on corporate governance (SAICA, 
2010). Th is remains the disclosure requirement 
under the updated King IV report (IoDSA, 2016).

Th e South African retail industry forms part 
of the trade sector which accounted for 15% of 
nominal Gross Domestic Product (GDP) in 
South Africa in 2017 (StatsSA, 2018). In the same 
year, the South African retail industry generated 
R1-trillion in sales through the sale of a wide 
variety of goods, including groceries, clothes 
and other consumables. General dealers, which 
includes supermarkets, account for 44% of these 
sales (StatsSA, 2018). Non-specialised stores are 
the largest employer in the South African retail 
sector, employing a third or approximately 812 
104 individuals within the retail sector. Employees 
of non-specialised stores were, however, paid an 
average of R66 044 in 2014/15, the lowest in the 
retail industry, compared to an industry average 
of R93 632 (StatsSA, 2018). Th e retail industry, 
particularly retailers like supermarkets make a 
signifi cant contribution to the South African 
economy and impacts the lives of virtually all 
South Africans, either through employment or by 
supplying the goods people need.

PROBLEM INVESTIGATED 
Integrated annual reports inherently contain 
indicators related to the use of the six capitals 
in the value creation process, whether explicitly 
stated or not. Th e disclosure of these indicators 
warrants investigation in order to refl ect on the 

current state of integrated reporting. Considering 
the potential for industry-specifi c research in 
the fast-moving consumer goods sector in South 
Africa and recognising the role of indicators in 
integrated reporting, the overall aim of this paper 
is to analyse the indicators currently disclosed in 
the Integrated Annual Reports of selected South 
African retailers by identifying the diff erent six 
capital indicators retailers report on and analyse 
the commonalities and diff erences between them.

LITERATURE REVIEW 
In this literature review Integrated Reporting, 
Integrated Reporting in South Africa, Indicators, 
Indicators in sustainability reports, Indicators 
in integrated reports and the Th eoretical 
underpinnings of this paper will be reviewed.

Integrated Reporting 
Th e IIRC defi nes Integrated Reporting as “a 
process founded in integrated thinking that 
results in a periodic integrated report by an 
organization about value creation over time and 
related communications regarding aspects of 
value creation” (IIRC, 2013, p.33). Integrated 
reporting is actively promoted by the IIRC as a 
new corporate disclosure philosophy (De Villiers, 
Rinaldi and Unerman, 2014). Notwithstanding 
the interest in Integrated Reporting in practice, 
research surrounding Integrated Reporting 
remains scarce. Th ere is however a growing trend 
of academic interest, particularly in publishing 
and conference presentation (Dumay et al., 2016).

To date, research surrounding Integrated 
Reporting as a concept has revolved around the 
IIRC framework. As an emerging phenomenon, 
few academic articles and studies have investigated 
Integrated Reporting without the explicit 
inclusion of the IIRC framework. Integrated 
reporting guided by the IIRC framework builds on 
fi nancial statements, management commentary, 
governance and remuneration disclosures and 
sustainability reporting, which were separate 
parts of an organisation’s reporting practices 
traditionally (IIRC, 2011). Integrated Reporting 
intends to bring these parts together and 
promotes an integrated report as an organisation’s 
primary reporting vehicle that describes how an 
organisation create value through the use of its 
capitals (IIRC, 2011).
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Integrated reporting research, primarily through 
the use of the IIRC framework, appears to be 
divided with researchers being supportive of 
the potential IR holds to change the corporate 
reporting landscape (Adams, 2015) or highly 
critical of Integrated Reporting as a concept and of 
its implementation (Flower, 2015). Adams (2015), 
for example has posed a persuasive call to action 
for academics to support integrated reporting. 
According to the author, Integrated Reporting 
may lead to the integration of sustainable actions 
into strategic planning by changing how corporate 
leaders think (Adams, 2015). Yet, the potential 
success of Integrated Reporting, when applying 
the IIRC framework, does not necessarily depend 
on the framework, but in how organisations 
choose to apply it (Conradie and De Jongh, 2017).

A pressure point concern, noted by some 
authors engaged in this fi eld of research, is 
the importance the IIRC framework currently 
places on the providers of fi nancial capital as the 
primary users of integrated reports (Cheng et al., 
2014; Flower, 2015). Flower (2015) argues that the 
IIRC’s Framework has abandoned sustainability 
accounting due to its conceptualisation of value 
as ‘value for investors’ and the lack of obligation it 
places on organisations to report on the harm they 
infl ict on other entities. Ultimately Flower (2015) 
maintains that the IIRC’s proposed framework 
will have limited infl uence on corporate 
reporting in practice and that its abandonment 
of sustainability accounting is the result of an 
overwhelming guiding infl uence of accounting 
professionals and multinational organisations on 
the IIRC’s governing council’s board.

Integrated Reporting in South Africa 
South Africa, as an early adopter of Integrated 
Reporting, would seem to provide numerous 
opportunities for research. Interestingly this 
opportunity has not been taken advantage of to 
the extent that one would expect. Dumay et al. 
(2016), in their review of research conducted in 
the fi eld of integrated reporting, has found that 
only eight research articles are based in the South 
African context, compared to 27 articles in the EU. 
Th us far studies of JSE-listed companies, who are 
required to produce an integrated report (SAICA, 
2010), have yet to substantiate the IIRC’s claims 
regarding the benefi ts of Integrated Reporting, 

they do, however, provide valuable initial insights. 
Integrated reporting has infl uenced and improved 
the risk and opportunity disclosures made by JSE 
top 100 companies, nevertheless these fi ndings do 
not provide a persuasive argument of signifi cant 
change within these companies (Moolman, 
Oberholzer and Steyn, 2016).

Although integrated reporting has increased the 
disclosure of non-fi nancial capitals, social and 
relational capital disclosures, in particular, have 
increased at a greater increment than other capitals. 
Th ese fi ndings point to JSE-listed companies 
applying symbolic management as a means to 
legitimise themselves through integrated reports 
(Setia et al., 2015). Th ese fi ndings are also in line 
with recent research in the South African context 
that has found the trend of Integrated Reporting 
to be ceremonial for the most part as its main 
purpose is to increase organisational legitimacy 
(Haji and Anifowose, 2016). Th is does, however, 
point to a disconnect between the intended 
audience of integrated reports as identifi ed by the 
IIRC as the providers of fi nancial capital and the 
intended audience as perceived by the preparers 
of these reports. Th is is confi rmed by McNally, 
Cerbone and Maroun (2017), who found that the 
preparers of integrated reports are not convinced 
that the providers of fi nancial capital take these 
reports seriously.

Indicators 
In order for stakeholders to make well-informed 
decisions related to sustainability, relevant 
indicators are needed (Dong and Hauschild, 
2017). Research in business oft en categorises 
indicators as environmental, economic or social 
indicators (Roca and Searcy, 2012). Examples of 
indicators include environmental–greenhouse 
gas emissions, economic – total turnover and 
social – total employees (Roca and Searcy, 2012).

Indicators can be defi ned as “variables that 
summarise or otherwise simplify relevant 
information, make visible or perceptible 
phenomena of interest, and quantify, measure, 
and communicate relevant information” 
(Gallopín, 1996, p.108). Indicators include 
quantitative variables, as well as qualitative 
(nominal/ ordinal) variables (Gallopín, 1996), 
and are useful in assessing and communicating 
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information. Several methods to assess 
sustainability, for example, have already been 
developed and are currently in use (Singh et al., 
2009). Sustainability indicators “structure and 
communicate information about key issues and 
their trends considered relevant for sustainable 
development” (Rametsteiner et al., 2011, p.62). 
Th ey are considered useful tools that convey 
information related to national and corporate 
performance associated with environmental, 
economic, social and technological issues (Singh 
et al., 2009).

With the purpose of managing sustainability, 
a multitude of specifi c indicators and indices 
have been developed to provide information 
on various levels. Sustainability indicator sets at 
these various levels include Planetary Boundaries 
(PB), Sustainable Development Goals (SDGs) 
and Life Cycle Assessments (LCA). PB and LCA 
are science-based and focused on the long-term 
protection of the earth whereas SDGs are highly 
focused on the social dimension of sustainability 
(Dong and Hauschild, 2017). All three indicators 
include “climate change, acidifi cation, ozone 
depletion eutrophication, chemical pollution, 
freshwater use and changes in biosphere 
integrity/biodiversity” impact categories in their 
assessments (Dong and Hauschild, 2017, p.702). 
As Dong and Hauschild (2017) caution, several 
considerations need to be taken when selecting 
indicator sets. Th ese indicator sets are suitable 
examples of assessing sustainability at a product, 
national and global level.

At present, indicators are generally used to 
measure trends that management may be able 
to act on, but ultimately remain unsustainable 
(Dahl, 2012). Th is does not, however, amount to 
actions ensuring sustainability in the long-run 
(Dahl, 2012). Once indicators create an awareness 
of an unsustainable trend, action is needed. 
Considering the urgency with which the global 
economy and society needs to make a sustainable 
transition, indicators may also be used as a tool 
to help identify various dimensions of planetary 
sustainability and manage them (Dahl, 2012).

In order to make this transition possible, 
decision-makers require science-based 
information to inform sustainable decisions 

related to consumption and production (Dong 
and Hauschild, 2017). In addition, Rametsteiner 
et al. (2011) believe that indicators facilitate 
the understanding of how both human and 
environmental systems function, highlighting 
and deepening one’s understanding of the 
linkages between components of these systems 
as well as the eff ect human actions have within 
the system. Indicators are “meant to support 
scientists, politicians, citizens and decision-
makers to monitor status and changes in key 
sustainability dimensions and to more clearly 
foresee the consequences of action or inaction” 
(Rametsteiner et al., 2011, p.62).

Indicators in sustainability reports 
Indicators are a key element of measuring 
progress within a business, particularly in their 
sustainability (Rahdari and Rostamy, 2015). 
Although standardised methods to holistically 
measure corporate sustainability remains absent 
in business today (Montiel and Delgado-Ceballos, 
2014), some useful tools are available in corporate 
sustainability communication. Sustainability 
reporting through the GRI’s guidelines and the 
IIRC’s framework, for example, uses indicators 
to communicate relevant organisational 
performance and progress data to stakeholders. 
Oft en companies use both the GRI’s guidelines 
and the IIRC’s framework in their sustainability 
reports (GRI, 2017). As a result, it is diffi  cult to 
study the impact of GRI guidelines or the IIRC’s 
framework in isolation.

In terms of empirical academic research, 
indicators disclosed in sustainability reports are 
more readily available. Two studies, in particular, 
have focused on indicators disclosed in corporate 
sustainability reports: the fi rst focused on indicator 
disclosure across several diff erent industries 
within a country (Roca and Searcy, 2012) and 
the second on indicators disclosed in the apparel 
industry (Kozlowski, Searcy and Bardecki, 2015). 
Roca and Searcy (2012) identifi ed 585 diff erent 
indicators in 94 Canadian reports with indicators 
related to the environmental, economic and 
social dimensions of sustainability widely 
represented. Similarly, Kozlowski, Searcy and 
Bardecki (2015) identifi ed a total of 87 reported 
corporate sustainability indicators in a study 
aimed at analysing the disclosed indicators of 14 
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apparel brands. Th ese indicators covered a variety 
of issues, most frequently related to performance 
in supply-chain sustainability, yet there was a 
clear lack of consistency of indicators disclosed 
between reports.

A study by Haff ar and Searcy (2018) focused 
on the environmental indicators disclosed in 
corporate sustainability reports of sustainability 
leader fi rms and the extent to which these 
indicators speak to the broader sustainability 
context in which they operate. Th e study found 
high levels of self-referential reporting with none 
of the 463 environmental indicators identifi ed 
being context-based. Without taking context 
into account, companies are unable to accurately 
assess their current sustainability or gain a full 
understanding their contribution to broader 
environmental degradation (Haff ar and Searcy, 
2018).

Indicators in integrated reports 
As previously mentioned, the IIRC requires 
companies to report on the resources they use 
to create value under the six capitals model. 
Th ese included fi nancial, manufactured, natural, 
intellectual, human and social and relationship 

capital. Th e fi eld of integrated reporting in 
practice and academics has, however, yet to 
develop or research methods that take account of 
the six capitals (Adams, 2015). As a result, there 
exists a gap between what should be disclosed in 
theory and what is disclosed in practice. Since the 
indicators needed in integrated reports are not 
specifi ed by the IIRC framework, organisations 
would therefore likely have to use additional 
frameworks to guide and support their disclosures 
(Conradie and De Jongh, 2017).

Organisations are increasingly expected to 
account for issues which they cannot obtain hard 
data for, rather these issues are assessed based on 
value judgements and oft en remain outside of its 
direct control (Keeble, Topiol and Berkeley, 2002). 
As Figure 1 illustrates, sustainability indicators 
can become more complex to collect and have 
an increasingly external focus, ranging from 
in-house indicators, management indicators to 
stakeholder and product indicators. Measuring 
performance is further complicated within an 
organisation due to complex organisational 
structures (Keeble, Topiol and Berkeley, 2002). 
Th e complexity, access and control organisations 

FIGURE 1: THE COMPLEXITY OF SUSTAINABILITY INDICATORS (KEEBLE, TOPIOL AND BERKELEY, 
2002, P.150) 
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have over the indicators they collect data for 
ultimately infl uence the indicators they choose to 
disclose in their IARs.

Th eoretical underpinnings 
Integrated Reporting is still developing as a concept 
with limited empirical evidence to support the 
normative claims some researchers have made as 
to the benefi ts of Integrated Reporting. As to be 
expected, a dominant theoretical approach has yet 
to emerge in Integrated Reporting research. Some 
theoretical approaches have been used within the 
limited research related to integrated reporting, 
most prominently ‘Institutional Th eory’ and 
‘Stakeholder Th eory’ (Perego, Kennedy and 
Whiteman, 2016). Th is research will, however, 
be based on ‘Resource Based Th eory’ (RBT), as 
an argument could be made for the alignment of 
RBT and Integrated Reporting in theory and in 
practice.

RBT outlines the ability of a fi rm to obtain a 
sustained competitive advantage through the 
use of resources in the value-adding process 
(Barney, 1991). Similarly, integrated reporting 
communicates value creation through the use 
of resources, known as the six capitals, namely 
fi nancial, manufactured, intellectual, human, 
social and relationship, and natural capital (IIRC, 
2013). Simply put, RBT and Integrated Reporting 
both focus on value creation through the use of 
resources or capitals.

METHODOLOGY 
Th is paper is based on quantitative research 
methodology. In addressing the research aim 
and objective, quantitative content analysis was 
applied to identify and analyse the commonalities 
and diff erences in six capital indicators retailers 
disclose. Content analysis “seeks to quantify 
content in term of predetermined categories in 
a systematic and replicable manner” (Bryman 
and Bell, 2015, p.300). As a result, this research is 
deductive in nature as it has used content analysis 
to identify the indicators retailers disclose and 
quantitatively compare disclosures within the 
sector.

For this study, the formal fast-moving consumer 
goods retail sector in South Africa was analysed, 
since it is dominated by JSE-listed companies. 

Companies listed on the JSE are an ideal sample 
since integrated reporting is a listings requirement 
for them (SAICA, 2010). Purposive sampling 
was used to identify the potential sample from 
JSE-listed companies within the fast-moving 
consumer goods sector as these retailers have 
similar characteristic (Vos et al., 2017, p.231). 
Pick n Pay Stores Ltd, Shoprite Holdings Ltd, Spar 
Group Ltd and Woolworths Holdings Ltd are 
listed as the four largest fast-moving consumer 
goods retailers in South Africa (Deloitte, 2018) 
and are therefore appropriate for inclusion in this 
study. All four retailers used the IIRC framework, 
among others, to determine the content of their 
Integrated Annual Reports. For the purposes of 
this study, Spar’s ‘Abridged Integrated Report’ was 
included as the data source document to align 
with the other retailers who have all produced 
downloadable off -line/PDF reports. Th e IARs of 
these selected retailers for the fi nancial year 2017 
were used.

Before data collection began, the IAR composition 
was analysed in Microsoft  Excel to determine the 
pages to be included in order to meet the study 
objectives. Th ese pages are considered sampling 
units as they are “units that are distinguished for 
selective inclusion in analysis” (Krippendorff , 
2013, p.100). Simply put, sampling units are 
pages of the IARs to be included as sources of 
indicator disclosures. Non-sample unit pages 
explain how the report should be used, pages 
included for their practical value (e.g. index 
pages, forms and administrative information), as 
well as aesthetic value (e.g. picture pages). Non-
sample unit pages were not included as sources 
of indicator disclosures or used in quantitative 
analysis but were included in the description of 
report composition.

Th rough the initial analysis, it became apparent 
that the sample IARs oft en contained large 
extracts from other reports and report sections 
that act as separate reports. Th ese include 
‘Financial Statements and Summaries’, as well 
as ‘Governance and Remuneration’ sections of 
the reports. Th ese reports fall outside the scope 
of this study due to the complexity and volume 
of analysis, and extracts from these reports were 
therefore excluded.



796
WWW.IBC-CONFERENCE.COM

Data collection was done using content 
analysis which systematically analyses elements 
within documents (Vos et al., 2017), in order 
to identify indicators disclosed within the 
IARs of the selected retailers. Indicators were 
categorised according to the IIRC’s defi nition 
of the six capitals (IIRC, 2013). Due to a lack 
of standardization in indicator disclosure and 
the variation in wording retailers use in their 
disclosures, some interpretation was required in 
order to group disclosures. Interpretation done 
aligned with the characteristics, defi nitions, and 
indicators associated with each capital. Wording 
emanating from the actual reports were used to 
label indicators.

In the data collection process, a distinction was 
made between aggregated and disaggregated 
indicators in order to provide a more nuanced 
analysis of indicator disclosure and to allow more 
accurate comparison between the indicators that 
retailers disclose. Aggregated indicators represent 
the company as a whole, for example Turnover 
(aggregated) represents turnover of the whole 
company. Turnover (disaggregated) represents 
turnover of a specifi c country in which a retailer 
operates or a specifi c division. Aggregation 
and disaggregation were necessary because the 
aggregation of all information in a report can 
lead to a loss of meaning, whilst unnecessary 
disaggregation may hamper a full understanding 
of information. Each organisation, or retailer 
in this study, determine their own level of 
aggregation (e.g. by country, subsidiary, division, 
or site) (IIRC, 2013).

Two approaches were used in the analysis 

of indicators disclosed in the sample IARs. 
Commonalities and disparities between reports 
were fi rstly based on indicator disclosures in the 
retail sector per capital and secondly on indicator 
disclosure per retailer.

RESULTS 
Th e following section outlines the fi ndings from 
the four IARs as previously listed. Th e four selected 
retailers operate in the Fast-Moving Consumer 
Goods (FMCG) industry with operations in South 
Africa and other African countries. Two retailers 
have operations beyond the African continent, in 
England, Ireland, and Switzerland (Spar), as well 
as Australia and New Zealand (Woolworths).

Retailers’ operations exist across a variety of store 
formats including supermarkets, convenience 
stores, liquor stores and other specialised stores, 
serving a range of customers from low-income 
to affl  uent consumers. Consequently, there are 
noteworthy diff erences in their business models. 
Pick n Pay and Shoprite serve both low income 
and affl  uent consumers through company-
owned and franchised stores. Woolworths, who 
does not have any franchised stores, focuses on 
off ering exceptional quality oft en at greater cost, 
which ultimately serves more affl  uent consumers. 
Spar primarily operates as a warehousing and 
distribution business supplying to a network of 
independent retailers.

Indicator disclosure per capital 
Th e content analysis of the four sample IARs 
revealed a wide variety of indicators disclosed in 
the South African fast-moving consumer goods 
sector, with all capitals represented. A total of 332 

FIGURE 2: NUMBER OF INDICATORS DISCLOSED
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indicators were disclosed. Th e highest variety of 
indicators disclosed were Financial Capital with 
104 diff erent indicators and the lowest variety 
was Natural Capital with 32 diff erent indicators 
disclosed. Th e remaining capitals’ indicator 
disclosures were balanced across the remaining 
capitals as shown in Figure 2.

Th e number of times with which these indicators 
were disclosed varied, amounting to a combined 
total of 1478 disclosures across all four retailers. 
Figure 3 summarises the distribution of the 
combined number of indicator disclosures from 
the sample IARs across the six capitals.

Th e ratio of indicators disclosed to the 
combined number of indicator disclosures 
shows the average repetition rate of the indicators 
disclosed per capital. Each Financial or Social 
and Relationship indicator, for example, was used 
5 times on average, compared to Natural Capital 
indicators used twice on average. Th ese results are 
a conservative estimate considering the exclusion 
of ‘Financial Statements and Summaries’ sections. 
Some indicators may be more material to a retailer 
and therefore higher frequency of disclosure is to 
be expected.

Th e ratios of ‘number of indicators disclosed’ (as 
outlined in Figure 2) to the ‘combined number of 
indicator disclosures’ (as outlined in Figure 3) are 
as follows, giving some indication of the most and 
least repeated indicators per capital:

• Financial 1:5 (104:531)

• Human 1:3 (46:143) 
• Intellectual 1:4 (46:172)
• Manufactured 1:6 (52: 292)
• Natural 1:2 (32: 62)
• Social and Relationship 1:5 (52:278) 

Adding to this analysis of indicator disclosure, 
some indicators were disclosed by all four 
retailers, while others were disclosed by two or 
three retailers. Th e majority of indicators were, 
however, disclosed by only one retailer (Figure 4). 
Th is means that each retailer primarily uses their 
own unique indicators in their IARs. Th e yellow 
bar on the following fi gures shows this clearly, as 
well as the number of indicators disclosed by all 
four sample retailers (indicated in blue). Th e rest 
of this section will look at indicator disclosure per 
capital with 4, 3, 2 and 1 (fi gure 4) not referring 
to specifi c retailers, but to the number of retailers 
that used the same indicator to make disclosures 
related to each of the six capitals.

Financial Capital 
Th e 104 Financial Capital indicators identifi ed in 
the four sample retailers’ IAR’s were disclosed a 
combined total of 531 times. It should be reiterated 
that this excludes the ‘Financial Statements and 
Summaries’ sections, hence this discussion only 
refers to the ‘Sample unit’ report content. Th irteen 
of the 104 Financial Capital indicators identifi ed 
in the four sample IARs were disclosed by all 
four retailers. In contrast, 45 Financial Capital 
indicators were only used by one retailer (Figure 
4).

FIGURE 3: COMBINED NUMBER OF INDICATOR DISCLOSURES 
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Financial Capital indicators were the most 
varied (i.e. had the highest number of diff erent 
indicators disclosed) and most frequently 
disclosed (i.e. had the highest combined number 
of indicator disclosures) of all six capitals. 
Disclosures related to turnover dominated the 
most frequently disclosed Financial Capital 
indicators (Figure 5), with Turnover (Aggregated) 
and Turnover (Disaggregated), Contribution to 
turnover, Turnover performance (Aggregated) and 
Turnover performance (Disaggregated) making up 
155 of the 531 Financial Capital disclosures by 
frequency.

Human Capital 
Th e 48 Human Capital indicators identifi ed in 
the four sample retailers’ IAR’s were disclosed a 
combined total of 143 times. Few Human Capital 
indicators allow for comparison across all four 
retailers. Employees (Aggregated) and Employees 
(Disaggregated) are the only two indicators 
disclosed by all four retailers (Figure 4). On the 
other end of the spectrum, 30 of the 48 Human 
Capital indicators were disclosed by only one 
retailer (Figure 4).

Employees (Aggregated) (18 disclosures) and 
Specifi c employee training (14 disclosures) were 
most frequently disclosed. Retailers also disclosed 
Employees (Disaggregated) (9 disclosures), New 

jobs created (9 disclosures) and Training days, 
interventions or courses (9 disclosures) frequently 
(Figure 5).

Intellectual Capital 
Th e 46 Intellectual Capital indicators identifi ed in 
the four sample retailers’ IAR’s were disclosed a 
combined total of 172 times. Of these disclosures, 
Brands was the only indicator disclosed by all 
four retailers and accounted for 21 disclosures in 
terms of frequency (Figure 5). In total 27 of the 46 
Intellectual Capital indicators were disclosed by 
only one retailer (Figure 4).

Intellectual Capital indicator disclosures cover 
a wide variety of areas in the retail sector, from 
Merchandising systems (18 disclosures), Extension 
of private label off ering (12 disclosures), Online 
and mobile app development and enhancements 
(11 disclosures) to Customer loyalty programmes 
(9 disclosures) (Figure 5).

Manufactured Capital 
Th e 52 Manufactured Capital indicators identifi ed 
in the sample retailers’ IAR’s were disclosed a 
combined total of 292 times. Th e number of 
Stores (Disaggregated) (42 disclosures), Stores 
(Aggregated) (18 disclosures), New stores (30 
disclosures) and disclosures related to Distribution 
centres (21 disclosures), were made by all four 
retailers. In total 27 of the 52 Manufactured 

FIGURE 4: INDICATORS DISCLOSED BY 4, 3, 2 OR 1 RETAILERS 
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Capital indicators were disclosed by only one 
retailer (Figure 4).

Other frequently disclosed indicators include 
New stores opened (Aggregated) (12 disclosures), 
Range expansion (11 disclosures) and Retail space 
(Disaggregated) (11 disclosures) (Figure 5).

Natural Capital 
Th e 32 Natural Capital indicators identifi ed in 
the four sample retailers’ IAR’s were disclosed 
a combined total of 62 times. Natural Capital 
indicators were the least varied (i.e. had the 
lowest number of diff erent indicators disclosed) 
and least frequently disclosed (i.e. had the lowest 
combined number of indicator disclosures) of all 
six capitals. Th ese results are further emphasised 
by the fi nding that 26 of the 32 Natural Capital 
indicators are disclosed by only one retailer. None 
of the 32 Natural Capital indicators were disclosed 
by all four retailers (Figure 4).

Th e most frequently disclosed indicators 
include Environmental impact of merchandise (7 
disclosures), Shrink and waste management (6 
disclosures) and disclosures related to Carbon (5 
disclosures) (Figure 5).

Social and Relationship Capital 
Th e 54 Social and Relationship Capital indicators 
identifi ed in the four sample retailers’ IAR’s were 
disclosed a combined total of 278 times. Of the 
54 Social and Relationship Capital indicators 
disclosed, 24 were disclosed by only one retailer i.e. 
retailers used 24 of their own indicators that were 
not used by other retailers (Figure 4). Indicator 
disclosures related to Supplier development 

(21 disclosures), Countries of operation (15 
disclosures), Partnership development (13 
disclosures) and Years of operation (Aggregated) 
(11 disclosures), were made by all four retailers.

Other frequently disclosed indicators include 
Awards and accomplishments (15 disclosures), 
Community engagement programs (14 disclosures) 
and Subsidies and low price off ers (11 disclosures) 
(Figure 5).

Indicator disclosure per retailer 
Shoprite and Woolworths made similar combined 
indicator disclosures ranging from 418 (Pick 
n Pay) to 457 (Woolworths). Spar is the clear 
exception with 192 combined disclosures (Figure 
6). Th ese combined indicator disclosures can be 
broken down per capital (Figure 7), in order to 
show which capitals retailers made more or fewer 
disclosures of. Th e following sub-sections will 
discuss each retailer’s disclosures in detail.

Pick n Pay 
Pick n Pay disclosed a combined total of 418 
indicators with 159 Financial Capital indicators 
making up the largest part of their disclosures 
(i.e. 38%). Natural Capital disclosures were lowest 
accounting for 13 indicator disclosures (i.e. 3.1%). 
Stores (Disaggregated), Contribution to turnover 
(Disaggregated), and New stores (Disaggregated) 
were the most frequently disclosed indicators. 
When compared to other retailers Pick n Pay 
disclosed the highest number of indicators related 
to Manufactured Capital (100).

Shoprite 
Shoprite disclosed a combined total of 457 

FIGURE 6: COMBINED INDICATOR DISCLOSURE PER RETAILER 
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FIGURE 5: TEN MOST OFTEN DISCLOSED INDICATORS OF EACH OF THE SIX CAPITALS 
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indicators. Social and Relationship Capital 
indicator disclosures added up to 129 of their 
total disclosures (i.e. 28.2%). Natural Capital 
disclosures were lowest, with 23 indicators 
disclosed (i.e. 5%). Turnover performance 
(Disaggregated), Stores (Disaggregated) and 
Specifi c employee training were the most frequently 
disclosed indicators by Shoprite. When compared 
to other retailers Shoprite had the highest number 
of Social and Relationship Capital and Human 
Capital disclosures, accounting for 129 and 73 of 
their total 457 disclosures.

Spar 
Spar’s combined total of 192 disclosures were 
dominated by Financial Capital indicators which 
amount to 103 disclosures (i.e. 53.6%), whilst 
Natural Capital indicators disclosures were only 
made twice (i.e. 1%). Turnover performance 
(Disaggregated), New stores (Disaggregated) and 
Gross profi t margin (Disaggregated) were the most 
frequently disclosed indicators by Spar. When 
compared to other retailers Spar consistently 
disclosed the lowest number of indicators for all 
capitals.

Woolworths 
Woolworths disclosed a combined total of 411 
indicators with 165 Financial Capital indicators 
making up the largest part of their disclosures 
(i.e. 40.1%). Natural capital disclosures were the 
lowest accounting for 24 indicator disclosures (i.e. 
5.8%). Turnover performance (Disaggregated), 
Contribution to turnover (Disaggregated) and New 
store formats were the most frequently disclosed 
indicators by Woolworths. When compared 
to other retailers Woolworths had the highest 
number of disclosures across all retailers with 
regard to Financial (165), Intellectual (61) and 
Natural capital (24) indicators.

DISCUSSION 
Th is study has produced some novel fi ndings 
when considered in relation to previous research 
in the fi eld of Integrated Reporting and indicator 
disclosure. Th is section will discuss and meet the 
objectives of this study by refl ecting on the results 
found in the preceding section in light of previous 
research.

Th e following themes in indicator disclosure 
within the retail sector can be deduced from the 

FIGURE 7: INDICATORS DISCLOSED PER RETAILER PER CAPITAL 
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quantitative as well as qualitative results of this 
study.

Low levels of comparable indicator disclosures 
exist across all four retailers 
A total of 24 indicators were disclosed by all 
four retailers (Financial Capital 13, Human 
Capital 2, Intellectual Capital 1, Manufactured 
Capital 4 and Social and Relationship Capital 4) 
(see Figure 4). No comparison between retailers 
based on Natural Capital indicator disclosure can 
be made since no indicator was disclosed by all 
four retailers (see Section 4.1). Previous research, 
focused on the apparel industry, also found a 
lack of consistency in the indicators disclosed 
(Kozlowski, Searcy and Bardecki, 2015).

Meaningful comparison between retailers based 
on comparable indicators may therefore not be 
possible at this stage of Integrated Reporting 
development. Th e IIRC framework guiding 
principle of consistency and comparability, which 
aims to enable comparison between organisations, 
remains diffi  cult to implement within a sector 
(IIRC, 2013). Th e low level of comparable 
indicator disclosure may be due to a trend of 
decreased information disclosure in IARs, as 
noted by du Toit, van Zyl and Schütte (2017), in 
their study of the information companies reported 
on over a three-year period. Th ese fi ndings, 
highlighting the lack of comparability within the 
retail sector in South Africa, supports the notion 
that researchers and other stakeholders may fi nd 
diffi  culties in assessing compliance, assurance 
and in regulation related to the IIRC framework 
(De Villiers, Venter and Hsiao, 2017).

High levels single retailer indicator disclosure 
Most indicators were disclosed by only one retailer 
(Figure 4). Th is may be attributed to diff erences 
in what retailers consider to be material to their 
business since materiality will diff er from one 
organisation to the next (IIRC, 2013). Th ese 
fi ndings, indicating a low repetition rate of 
indicators across an industry, are consistent with 
research done by Roca and Searcy (2012), which 
points to a lack of reporting standards in the retail 
and food sector.

Incorporation of all the capitals 
Th e number of indicators disclosed being spread 

across all capitals show that the retail industry has 
been able to incorporate all six capitals in their 
reporting practice (see Section 4.4). Th e presence 
of indicator disclosures related to all six capitals 
indicates retailers’ awareness or knowledge of 
these concepts (Krippendorff , 2013). When 
considering combined indicator disclosures 
however, it becomes clear that Financial Capital 
indicators received more consideration, and 
Natural Capital indicators were neglected. Th e 
frequency of indicator disclosure indicates the 
importance or emphasis that retailers wish to 
place on a given capital (Krippendorff , 2013). 
Th ese results may be due to the fact that Financial 
Capital is easily measured in comparison to other 
capitals or due to the familiarity report preparers 
have with Financial Capital indicators.

Previous research of Woolworths by Dos Santos, 
Svensson and Padin (2013), highlighted the 
signifi cant role indicators play in the evaluation 
and implementation of various sustainable 
business practices, with positive outcomes. Th is 
study found that Woolworths has continued their 
use of indicators and highlights how their IAR 
disclosure practices that include all six capitals 
are similar to other South African retailers, 
particularly Pick n Pay and Shoprite (see Section 
4.5).

High frequency of disclosures related to some 
indicators 
Certain indicators were disclosed with high 
frequency. Frequently disclosed Financial 
Capital indicators, like Turnover performance 
(Disaggregated) and Turnover (Aggregated), were 
used repeatedly (see Section 4.4.1). Repetition 
of specifi c indicators was oft en due to the same 
information being disclosed in another part of a 
report or due to the disaggregation of indicators. 
Th ese results concur with fi ndings from (Solomon 
and Maroun, 2012) that conclude that some 
social, environmental and ethical items within 
IARs are repeated whilst others are left  out.

It could also be argued that retailers make use of 
Key Performance Indicators (KPIs), since they 
allow for better decision-making, planning and 
performance management, particularly related to 
the environmental and social aspects sustainability 
(Adams and Frost, 2008), yet high repetition 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

803

rates of some capitals and not of others indicate 
an imbalance. When the indicators disclosed 
are considered against the combined number of 
indicator disclosures, high repetition rates show 
that some indicators were used excessively in the 
sample IARs, consistent with fi ndings by Solomon 
and Maroun (2012). Manufactured Capital was 
the highest with each indicator used on average 6 
times, whilst Financial Capital and Manufactured 
Capital indicators were used 5 times. Th is is much 
higher than Natural Capital indicators, used twice 
on average.

Disaggregation 
All retailers made use of disaggregation to break 
down company indicators to a country, business 
segment or any other level a retailer might 
fi nd relevant (see Section 4.5). Oft en retailers 
disclosed indicators without specifying whether 
it was aggregated or not. Th e disaggregation 
of indicators creates the impression that a lot 
of information is being disclosed, but without 
context and elaboration, these indicators fail to 
make a meaningful contribution to the report. 
Th e diff erences between retailers’ business models 
and the way in which they decide to disaggregate 
indicators makes comparisons between retailers 
problematic. As a result, IARs have to be read 
and conclusions drawn independent of each 
other since the business model, countries of 
operation, business segments etc. diff er for 
each retailer. Retailers are aware of the lack of 
comparability within the industry. Shoprite, 
for example, disclosed that they are part of the 
carbon disclosure project, but acknowledge that 
industry comparison in carbon emissions data 
is not possible, citing the diff erences in business 
models and the “lack of sector-specifi c guidelines 
for carbon emission reporting” as the major 
sources of lack of comparability (Shoprite, 2017, 
p.51).

Low levels of negative or unfavourable indicator 
disclosure 
Most indicators disclosed and the corporate 
image they convey put retailers in a positive light 
(see Figure 5). Yet, the low levels of indicators that 
may put retailers in a negative light is also worth 
discussing, since it points to the possibility of 
misleading performance information disclosure 
(Haff ar and Searcy, 2018). Pick n Pay illustrates 

this point well. Th e fi rst and only time Pick n 
Pay disclosed voluntary lay-off s was in their 
CEO message. Th is disclosure would surely 
be considered material, especially since it is 
described in relation to various other capitals, yet 
it is only disclosed once and briefl y discussed.

Th e low levels of negative or unfavourable 
indicator disclosure may be attributed to the 
importance integrated reporting places on 
communication, organisational sustainability and 
the providers of fi nancial capital as opposed to 
social and environmental reporting frameworks 
that place greater importance on accountability, 
social sustainability and other shareholders 
(Tweedie and Martinov-Bennie, 2015). Retailers’ 
current disclosures could, therefore, support the 
idea that reporting remains self-laudatory and 
selective (Hahn and Kühnen, 2013).

Haji and Anifowose (2016) did, however, fi nd 
that IARs increasingly contain negative or 
unfavourable disclosures in South Africa in 
comparison to conventional reporting norms. 
While negative indicator disclosure exists 
within the sample IARs, it is unclear whether 
these disclosures are suffi  cient to provide a true 
refl ection of material issues.

Insuffi  cient disclosure indicators that are easily 
measurable 
Th e low level of Natural Capital indicator 
disclosures (see Section 4.1.5) in the sample 
IARs stands in contrast to research on common 
sustainability indicators that found that 
environmental indicators made up nearly half of 
indicators in normative frameworks, management 
systems, guidelines and rating systems (Rahdari 
and Rostamy, 2015). Even the disclosure of 
sustainability indicators that are not highly 
complicated to collect and have an internal focus 
(for example energy, water and waste, see Figure 
1) (Keeble, Topiol and Berkeley, 2002) seem to be 
scarce in the sample IARs. Th is may be due to the 
fact that significant uncertainty still exists with 
regards to the amount of reporting a company 
is required to do (Du Toit, van Zyl and Schütte, 
2017), or because signifi cant internal changes 
would be required, at high cost, for a company 
to satisfy the report content requirements (Steyn, 
2014).
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Lack of consistency in terminology 
Th e terminology used across all four sample 
IARs, even though they were referring to the 
same capital and concept, was inconsistent. Th is 
supports fi ndings by Roca and Searcy (2012) that 
found that the exact names of indicators disclosed 
in sustainability reports varied.

Frequent disclosure of an indicator retailers 
highlights trends within an industry 
Within the retail industry, certain trends have 
emerged and are summarised below:

• Financial Capital indicators are focused on 
turnover related disclosures. 

• Retailers are focused on the number of 
employees they have as well as the training 
they receive, which could also be seen as 
Human Capital development. 

• Brand reputation, particularly the 
development of private label brand is 
important to each retailer and is oft en seen as 
an opportunity for growth. 

• Retailers are focused on the number of stores 
they have, but there is exists a strong trend of 
expanding distribution centre capacity as well 
in order to centralise distribution operations 
thereby increasing effi  ciency and decreasing 
cost. 

• Th ere is also an emphasis on the development 
of companywide merchandise systems. 

• Retailers are aware of the impact of their 
merchandise as well as their waste. 

• Supplier development in South Africa, as well 
as expansion into other markets, are high 
priorities within the retail industry. 

• Retailers are focused on price and employ 
various strategies to keep prices low for 
consumers. 

MANAGERIAL IMPLICATIONS 
Management within the retail sector may 
take away from this paper the importance of 
appropriate indicator selection, not only as a 
disclosure requirement, but also to use within 
the organisation and the broader retail sector. 
Improved indicator use and ultimately disclosure 
may lead to improved performance management, 
monitoring and control of not only fi nancial 

capital, but all capitals.

Low levels of indicator disclosures in the retail 
sector implies that communication within the 
industry is needed and that benchmarking 
may improve the comparability of six capital 
indicator disclosures across the industry. Some 
retailers have progressed further than other in 
their disclosure of certain capitals, Woolworths’ 
disclosure of natural capital, may be an example. 
Retailers excelling in their disclosure of some 
capitals may serve as an example of best practices 
to other retailers.

Although retailers have incorporated all six 
capitals, this paper show that more needs to 
be done to focus on all capitals. Management 
may use integrated reporting as a tool to do so. 
Management may also see the need for more 
aggressive target setting to measure and make 
progress towards becoming more sustainable.

Integrated reporting may also be used as an 
educational tool within companies. Once an 
integrated report becomes a true refl ection of 
how a retailer creates value, there exists potential 
for it to be used in induction and training.

CONCLUSION 
Th is research attempted to fi ll the gap in research 
related to integrated reporting and the use of 
reporting indicators in practice, with a particular 
focus on the indicators retailers disclose within 
the retail industry.

Th e objective of this study, to identify the 
diff erent six capital indicators retailers report on 
and analyse the commonalities and diff erences 
between them, provided the following insights 
which add to and support prior research 
fi ndings. Firstly, few indicators were disclosed 
by all retailers, whilst many were only disclosed 
by one retailer. Secondly, although all retailers 
made disclosures related to all six capitals, some 
indicators were disclosed excessively. Insuffi  cient 
disclosure of indicators that are easily measurable 
and low levels of negative or unfavourable 
indicator disclosure also became apparent in this 
study.

Furthermore, this research brought to light the 
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infl uence that the aggregation and disaggregation 
of indicators has on the comparability of indicators 
disclosed, as well as the lack of consistency in the 
terminology used in the sample IARs. Finally, 
several trends were identifi ed in the South African 
retail industry based on indicator disclosure.

Although this study provided novel fi ndings, they 
should not be read without acknowledging the 
inherent limitations of the research methodology. 
Th e identifi cation and categorisation of an 
indicator was largely based on the researcher’s 
own judgement in the content analysis process 
(Bryman and Bell, 2015) and can be highlighted 
as the main limitation of this research. Th e 
inclusion of Spar’s ‘Abridged Integrated Report’ 
also limits these fi ndings and does not provide 
a holistic view of this retailer’s disclosures. 
Another limitation of this study is the exclusion 
of ‘Financial Statements and Summaries’ as well 
as ‘Governance and Remuneration’ pages from 
the six-capital indicator disclosure analysis 
of this study. Th ese results should, therefore, 
be interpreted as a conservative estimate with 
regards to Financial Capital indicators.

Future research related to indicator disclosure 
within IARs could explore other industries to shed 
light on the diff erent disclosure practices among 
diff erent industries. Alternatively, a longitudinal 
study of the retail industry could highlight the 
development of indicator disclosure practices 
within the industry. Lastly, research focused 
on how stakeholders perceive or use indicators 
disclosed in IAR could be enlightening.

In conclusion, the fi eld of integrated reporting and 
indicator disclosure provides ample opportunities 
for researchers and industry practitioners to 
contemplate the role of business in society and 
how this role could be fulfi lled sustainably. 
As Gallopín (1996, p.115), rightly states, “the 
responsibility of the scientifi c community does 
not end with the production of indicators, but 
it includes helping convey the implications, 
weakness and appropriate uses of the indicators 
generated to the users of indicators”. In the same 
vein, it may be said that companies’ responsibility 
does not end with the production of indicators, 
nor with reporting indicators. Companies have a 
responsibility to understand the implications of 

their indicator disclosure and to act in order to 
improve their impacts.
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ABSTRACT 
In the modern business environment, overhead 
cost contributes a meaningful percentage to total 
cost. Companies therefore require both optimal- 
and useful costing systems to allocate such 
overhead costs for decision-making, including 
performance management purposes. Company 
A, the selected case study, is the market leader 
in South Africa in generating, transmitting and 
distributing electricity. Its aim is to increase sales 
and expand its customer base to neighbouring 
countries. To achieve the above, Company A 
needs cost information that is not only factual 
and relevant, but also complies with the National 
Energy Regulator of South Africa (NERSA) 
requirements.

Th e objective of this study was to evaluate a time-
driven activity-based costing (TDABC) model 
within Company A and compare it to the current 
cost allocation method. Th e results revealed that 
there were either an under- or over-absorption 
of overheads between the various divisions. Th is 
resulted in the distortion of fi nancial reporting and 
possible misrepresentation of costs and in turn 
making cost management decisions that could 
be detrimental to the company. TDABC, as a cost 

management technique, will result in Company 
A’s cost management processes being improved, 
resulting in improved decision-making, e.g. 
pricing decisions and divisional performance 
management. Th is paper contributes to the 
literature around the applicability of TDABC in a 
non-manufacturing environment.

Keywords: Activity-based costing; Electric-
ity supplying company; Time-driven activity-
based costing; Traditional costing 

INTRODUCTION 
Companies require optimal- and useful costing 
systems to arrive at production costs for decision-
making, including performance management 
purposes and are therefore encouraged to be more 
innovative, adopt new strategies and new costing 
systems (Gunasekaran & Sarhadi, 1998:231). 
In the modern manufacturing environment, 
indirect cost contributes a high percentage to 
total cost and a meaningful way to allocate these 
costs to products, is to understand the activities 
that gave rise to them (Scarlett, 2009:55). Cost 
estimation is a crucial element, as it has a direct 
eff ect on the company’s performance. Th e 
results of overestimation and underestimation 
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can negatively impact a company’s image and 
consequently it can lose its competitive advantage 
(Ahmed, 2015:259). Th e challenge faced by most 
manufacturing companies is the misalignment 
between what happens in the manufacturing 
department and the methodology and costing 
principles applied by the fi nance department. 
In many instances, the fi nancial data is based 
on assumptions and estimations, which are 
considered to be the convenient option (Van der 
Linde, 2011). According to Sartorius et al. (2007:2), 
companies that continue to use the traditional 
costing techniques are more likely to make cost 
management decisions that can be potentially 
disastrous. To alleviate the misrepresentation of 
costs and overcome the limitations of traditional 
costing models, activity-based costing (ABC) 
was introduced and accepted many years ago as 
costing tool.

ABC is described as an enhanced technique of: 
i) apportioning the overheads costs, ii) evaluating 
the product profi tability, and iii) managing the 
operating costs. It is a methodology used to cost 
and monitor activities, which involves outlining 
resource consumption and costing of end-
products (Sartorius et al., 2007:3). According 
to Gupta and Galloway (2003), ABC is an 
information system, technologically advanced 
to overcome some of the shortcomings of the 
traditional cost accounting models and to improve 
its usefulness to strategic decision-making, e.g. 
pricing decisions and performance management. 
Even though ABC has been considered as an 
alternative tool for traditional costing systems, 
further studies developed by Kaplan and 
Anderson (2003), revealed a new approach – 
Time-Driven Activity Based Costing (TDABC). 
TDABC does not disregard the application of 
ABC, but is simply adding more simplicity to the 
costing system as it does not require an in-depth 
analysis, such as pure ABC.

Th e objective of this paper is to evaluate whether a 
TDABC accounting model will lead to improved 
costing within Company A as compared to the 
current costing model followed. Company A, 
the selected case study, is the market leader in 
South Africa in generating, transmitting and 
distributing electricity. Its aim is to increase sales 
and expand its customer base to neighbouring 

countries. To achieve the above, Company A 
needs information that is factual, relevant and that 
creates value through the cost savings initiatives 
that will result in it being a low cost electricity 
producer. Company A plays a signifi cant role in 
the economy of South Africa.

Korpunen and Raiko (2014:347) affi  rm that the 
application of ABC methods suits the needs 
of the electricity production industry, and that 
it provides valuable information for decision-
making at all levels. In this context, it is apparent 
that substantial improvements have been made 
in the application of ABC in various industries 
(Wouters, 1994; Park & Kim, 1995; Gunasekaran 
& Sarhadi, 1998; Andrade et al., 1999; Kallunki & 
Silvola, 2008; Askarany & Yazdifar, 2012; Schulze 
et al., 2012; Carli & Canavari, 2013; Askarany 
et al., 2014; Neriz et al., 2014; Ahmed, 2015). 
Th ere is still however a gap in the literature in 
the context of TDABC and specifi cally within 
electricity distributing companies. Th is study 
aims to address this gap by collecting the relevant 
data and the effi  cient use of such costing data 
in Company  A – an electricity generating, 
transmission and distributing company.

LITERATURE REVIEW 
Th e need for the development of new costing 
systems has become necessary in the modern 
business environment. In a study conducted by 
Gunasekaran et al. (2005:524), it is mentioned 
that the development of new costing systems 
are necessary based on the following reasons: 
i) inaccurate product costing systems, ii) no 
improvements on current costing systems, iii) 
large portions of costs formed by overheads, and 
iv) a lack of suffi  cient non-fi nancial information. 
As mentioned earlier, Kaplan and Anderson 
(2003) developed TDABC without entirely 
abandoning the ABC concept. Although ABC and 
TDABC uses the same accounting information, 
qualitatively diff erent costing systems are 
created (Hoozeé & Hansen, 2018:144; Kaplan & 
Anderson, 2003, 2007). ABC follows two stages by 
fi rstly combining overhead costs into cost pools 
which are then assigned to activities. Th e second 
stage assembles the activity costs into activity cost 
pools which are then allocated to cost objects. 
TDABC is however described by Barros and 
Ferreira (2017) as a costing system that allocates 
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the resource costs directly to cost centres, using 
the estimation of two parameters for each group 
of resources. In their opinion, it is simpler, cheaper 
and faster to implement. Th e driver rates are 
based on practical capacity. Furthermore, Kaplan 
and Anderson (2003) wished that the evolution of 
ABC in the 1980’s had incorporated the TDABC 
approach since then. Kaplan and Anderson 
(2007) have identifi ed some of the reasons why 
companies have abandoned the traditional ABC 
costing. Th ese reasons are outlined as follows:

• Th e information gathering process was too 
costly and took a long time to consolidate 
information gathered.

• Where the unutilised capacity was ignored, 
the ABC system gave incorrect results.

• It was always cumbersome to keep up with the 
technological changes for the ABC system to 
be updated frequently.

• It was too costly to process and store data.
TDABC is however addressing the problems 
encountered with the traditional ABC costing. 
Th e TDABC system takes a holistic view of the 
operations of the company by changing the data 
collection methods and the way the cost objects 
are calculated. TDABC uses time as primary 
cost driver, as all the resources have time that is 
allocated to them and capacity that can easily be 
measured (Szychta, 2010:53).

TDABC support the direct apportionment of 
costs to cost centres, using the estimation of two 
parameters for each group of resources, namely i) 
the unit cost of the supplying activity – capacity 
cost rate, and ii) time required to perform an 
activity. Th e principle is therefore based on time 
equivalents of production, which can be changed 
as the factors of production changes (Kaplan & 
Anderson, 2003; Barros & Ferreira, 2017:14).

Th e underlying motive for TDABC is to improve 
decision-making processes by providing quality 
information that can be utilised to improve 
business processes within the company. 
Information provided should be infl uential and 
factual and information that builds trust with 
the users. Hoozeé and Hansen (2018) drew a 
comparison between ABC and TDABC by using 
a numerical experiment. Th e authors found 

that when resources can easily be traceable to 
activities instead of products, TDABC is a more 
accurate than ABC. ABC on the other hand is 
more accurate when activities are easily traceable 
to products.

Reynolds et al. (2018) designed a TDABC 
framework for implementation at small and 
medium enterprises (SME) in South Africa by 
employing a manufacturing SME case study. 
Th eir study however was focused on SMEs 
specifi cally in a manufacturing SME as opposed 
to a large electricity distributing company. In a 
study conducted by Sarokolaei et al. (2013:338), it 
was found that a TDABC approach eliminates the 
activity identifi cation phase and there is therefore 
no need to assign costs to multi-purpose activities. 
Th is model avoids distributing and collecting 
questionnaires, which are commonly utilised 
when developing a traditional ABC method. Th is 
is costly and time consuming.

In order to successfully implement TDABC and 
eff ectively benefi t from its use, it is necessary to 
integrate it with systems providing operating 
data. Th erefore, companies who do not have 
integrated information operating systems cannot 
successfully implement TDABC and benefi t from 
its use (Szychta, 2010:58).

METHOD 
According to Baxter and Jack (2008), case study 
is an approach to the research that facilitates 
investigation of an occurrence within its 
perspective using a variety of data sources. Th is 
ensures that the research is not explored through 
a single method, but rather a variety of developed 
outlooks, which allows for multiple aspects of the 
research to be understood. Case study research is 
more than simply conducting research on a single 
individual or situation. A case study approach 
can deal with simple and complex situations. It 
enables the researcher to answer “how” and “why” 
type questions. It enables the researcher to gather 
data from a variety of sources and to analyse the 
data in order to give meaning to the case study.

Th is type of approach was followed in order to 
compare the results of the existing traditional 
costing method with a TDABC framework in 
Company A. Primary and secondary data was 
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collected. Primary data was collected through 
conducting unstructured interviews with key 
players. Th e format of an unstructured interview 
is informal and the aim is to explore in depth 
an area that you are interested in (Saunders et 
al., 2016:391). Th e target population selected 
from the case study in Company A, varied from 
the fi nance department within the Generation 
division, representatives from the other licensed 
(see 4.2) divisions, and representatives from 
the IT department. Managers from the licenced 
division have a good understanding of the extent 
that their divisions utilise activities from the 
support function. Th e fi nance staff  is involved in 
the day-to-day processing of transactions, budget 
preparations and compilation of monthly reports, 
thus has a better understanding of how costs are 
collected, accumulated and classifi ed. Finally, IT 
managers are able to provide some information 
about the “big picture” of the extent that the 
support functions interact with the licenced 
divisions.

In total, unstructured informal interviews 
were conducted with seven senior employees 

of Company A, fi rstly, two line function plant 
managers from the licenced division, secondly, 
four support function fi nance managers from the 
non-licenced divisions, and thirdly the group IT 
manager which is also a support function from a 
non-licenced division.

Secondary data comprised the management 
accounting reports from Company A. Th e 
primary and secondary data was utilised to 
design a TDABC framework for Company A. It 
has been assumed that the information drawn 
from Company A’s accounting system is true and 
refl ect the actual results of fi nancial year 2018. 
Th e data used for comparison of the TDABC and 
3-factor formula was based on the 2018 fi nancial 
year budgeted and actual results.

RESULTS 
Th e results were split between information on the 
case study company and the presentation of the 
TDABC model.

Case study: Company A 
Company A generates, distributes and ensures 
reliable electricity to the customers by building, 

FIGURE 1: COMPANY A’S DIVISIONS, SERVICE AND STRATEGIC FUNCTION 
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operating and maintaining distribution assets. 
Th e company generates approximately 95% of the 
electricity used in South Africa and approximately 
45% of the electricity used in Africa. It supplies 
electricity to industrial-, mining-, commercial-, 
agricultural- and residential customers and 
redistributors. Company A has four divisions, 
and 11 support functions split between 10 service 
functions and the strategic function (Figure 1).

Th e four divisions are: 1) Generation: produces 
the electricity that the company supplies to its 
clients, 2) Transmission: responsible for planning, 
operating and maintaining Company  A’s 
transmission assets. It transmits large amounts of 
electricity (measured in megawatts) from power 
stations to substations, 3) Distribution: builds, 
operates and maintains Company A’s distribution 
assets. It aims to distribute electricity at smaller 
scales to residential and industrial customers, and 
4) Customer Services: responsible for managing 
the interface with the entire spectrum of 
customers, ranging from small power users and 
municipal customers, including metropolitans. 
Customer Services also provides advisory services 
and facilitates the resolution of all customer 
service requests, ranging from supply problems 
to applications for service, billing and vending 
services.

Cost allocation using 3-factor formula 
Company A’s divisions are granted licenses by 
the National Energy Regulator of South Africa 
(NERSA). A non-licensed cost centre – also 
referred to as support functions – does not form 
part of a licensed division, but physically resides 
in a licensed division. Th ese cost centres provide 
support functions to the licenced divisions. 
Th e cost incurred by these support functions is 
viewed as indirect- or overhead costs and the 
allocation thereof is governed by Company A’s 
cost allocation manual refl ected in the chart 
of accounts. Th is current costing approach is 
approved in Company A’s “position paper” and 
indicates that overhead costs should be recovered 
based on a 3-factor formula. Th e 3-factor formula 
is eff ectively an average of the: 1) employee costs, 
2) revenue, and 3)  net assets per division, as a 
percentage of the total.

Th e main role of the 11 support functions of 
Company A (Figure 2) is to render core essential 
services that support the company, but they do 
not form part of the core activities of the company 
and their costs are included as corporate overhead 
costs. Th ese costs include inter alia employee 
costs, depreciation, general expenses, materials, 
interest and tax. 

FIGURE 2: SUPPORT FUNCTIONS OF COMPANY A
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Th e costs relating to Integrated Demand 
Management (IDM) and Project Development are 
excluded in the overhead allocation methodology 
because it is directly absorbed within the 
division they relate to. Project development 
costs are allocated through internal charges to 
Transmission and Customer Service divisions. 
Th e cost of IDM, on the other hand, are 100% 
allocated to the Customer Service division.

Th e support functions cost as published in 
the fi nancial report for the fi nancial year 2018 
were R7  657  169 000. Th e NERSA reporting 
requirements stipulates that all costs are 
recovered from the licensed divisions and support 
functions, not linked to a licensed division, must 
allocate their costs to a licensed division based 
on a specifi c cost driver and allocation method. 
Th is links to the principle highlighted above 
that Company A’s current costing framework is 
aligned to the regulatory requirements. Currently 
these support function costs are allocated using 
the 3-factor formula (Table 1), whereby:

• Th e employee cost for each division is 
calculated. Th is includes permanent staff  
members, contract workers, and graduates in 
training. 

• Th e net asset value is calculated as: total assets 
per division less the current liabilities. 

• Revenue, i.e., revenue earned by each division 
for electricity sales locally and internationally. 

Th e shortcomings of using the 3-factor formula 
for Company A are:

• Using only employee costs: the Generation 
division will absorb the highest proportion of 
overheads as it has the highest employee costs. 

• Using only revenue: the Customer Service 
division will absorb the highest proportion of 
the overheads as it earns the highest revenue. 

• Using only net assets: the Generation division 
will absorb the highest proportion of the 
overheads as it has the highest net asset value. 

Cost allocation using TDABC 
Th e steps required for the implementation of a 
TDABC framework as specifi ed earlier are:

Identify the activities: Th e activities for Company A 
are scattered across all the support functions. Each 
support function was split in fi ve major activities 
that give a clear indication of activities performed 
in such support function. Th e strategic function, 
for example, was divided into the following fi ve 
activities: 1) stakeholder relations, 2)  assurance 
and forensic services, 3) legal advisory, 4) 
marketing, branding and communication, and 5) 
business productivity programme. Th e grouping 
of sub tasks to major activities was provided and 
accepted by management as a true refl ection of 
the complete set of tasks by the support functions.

Estimate the time taken to perform the activities: 
According to Somapa et al. (2012) estimating 

TABLE 1: SUPPORT FUNCTION OVERHEAD COST ALLOCATION BASED ON 3-FACTOR FORMULA

Activity UoM Generation Transmission Distribution Customer 
Services Total

1. Employee 
Cost R’000 83 525 12 812 78 392 14 410 189 139

2. Revenue R’000 14 389 115 6 245 1 719 104 1 739 853
3. Net Assets R’000 2 280 577 1 443 385 1 108 431 895 786 5 728 179
  2 378 491 1 456 312 1 193 068 2 629 300 7 657 171

Activity UoM Generation Transmission Distribution Customer 
Services Total

1. Employee 
Cost % 44,2% 6,8% 41,4% 7,6% 100,0%

2. Revenue % 0,8% 0,0% 0,4% 98,8% 100,0%
3. Net Assets % 39,8% 25,2% 19,4% 15,6% 100,0%
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the time taken to perform an activity, requires 
the resources to be aligned to each activity line. 
Th ereaft er, the time taken per activity should be 
multiplied by the cost rate of the service function 
that it relates to. Th e time per unit is an estimate 
of the time that workers actually spent doing 
their work with the available resources within a 
support function. Firstly, according to the Basic 
Conditions of Employment Act, each employee 
of Company A is required to work 8 hours a day. 
Table 2 refl ects the capacity per support function.

Th e next step was to determine the allocation of 
employees’ time in each support function to the 
four divisions. Unstructured interviews were 
conducted with the divisional heads of Company 
A to gather the percentage time each support 
function renders its services to the diff erent 
divisions. Th ese percentages were used to allocate 
the support function capacity to the divisions. Th e 
strategic function is used as an example (Table 3).

Determine the capacity cost rate: According 
to Reddy et al. (2012), the cost of the capacity 
supplied refers to the resources used to perform 
an activity per each line of business. Th e actual 
cost will be used as the cost of the capacity 
supplied. Th ese costs will not change if Company 
A decides to implement the TDABC method. 
Table 4 presents the capacity cost rate per hour. 
Th e cost of capacity of R7 657  169 000 agrees 
with the support function costs of 2018 reported 
earlier.

Th e fi nal step is to estimate the cost driver rate 
which is simply multiplying the estimated time by 
the capacity cost rate. Th e strategic function will 
again be utilised as an example (Table 5).

Th e time in hours (2 159 000) and cost of capacity 
(R1 704 033 000) corresponds with the practical 

TABLE 2: THEORETICAL EMPLOYEE CAPACITY CALCULATIONS

Support functions No of 
employees

Working hrs 
in day

Working 
days/ year

Practical 
capacity

Strategic function 1 071 8 252 2 159 136*
Finance 1 265 8 252 2 550 240
Human Resources (HR) 432 8 252 870 912
Commercial 548 8 252 1 104 768
Information Technology (IT) 729 8 252 1 469 664
Properties 353 8 252 711 648
Technology 1 675 8 252 3 376 800
Shared Services 713 8 252 1 437 408
Learning Academy 321 8 252 647 136

14 327 712

* To be used as an example in Table 5

TABLE 3: STRATEGIC FUNCTION SPLIT BY PERCENTAGE 

Support 
function Activity Generation* Transmission Distribution Customer 

Services

Strategic 
function

Stakeholder relations 25% 25% 25% 25%
Assurance and forensics 15% 15% 25% 45%
Legal advisory 15% 15% 25% 45%
Marketing, branding … 10% 10% 35% 45%
Business productivity 25% 25% 25% 25%

* To be used as an example in Table 5
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capacity and cost of capacity, respectively, of the 
strategic function in Table 4. Th e next section 
will compare the current cost allocation with the 
TDABC framework.

Current allocation method vs TDABC 
Table 6 compares the existing costing method 
of Company A (the 3-factor model) with the 
proposed TDABC method.

Under the existing costing method, the 
Generation and Customer Services divisions 
absorb higher overhead costs to the value of R436 
018 and R578 094, respectively. Th e Transmission 
and Distribution divisions, on the other hand, 
under absorbs overheads of R145 560 and R868 
550 respectively. Th e Generation division recovers 
almost 18% (R436  018/R2  378 491) more, the 

Transmission division 10% (R145 560/R1  456 
312) less, the Distribution division a margin of 
73% (R868 550/R1 193 068) less and the Customer 
services division 22% (R578 094/R2  629 300) 
more costs under the existing 3-factor allocation 
method.

Under the current 3-factor costing model, the 
divisions with the higher revenue (Customer 
Services) and higher net asset base (Transmission) 
(refer Table 1) absorb a portion of other divisions’ 
overhead costs. Th e paper clearly reveals that the 
3-factor formula currently used – in allocating 
the support functions costs to the divisions – 
leads to large discrepancies when compared to 
the TDABC approach. Th is results in inaccurate 
reporting of divisional results and also sub-
optimal decision-making due to the incorrect 

TABLE 4: CAPACITY COST RATE PER HOUR 

Support functions Cost of capacity 
R’000

Practical 
capacity (‘000)

Cost rate per 
hour

Strategic function 1 704 033 2 159 789*
Finance 105 624 2 550 41
Human Resources (HR) 310 790 871 357
Commercial 670 395 1 105 607
Information Technology (IT) 3 040 357 1 470 2 069
Properties 731 338 712 1 028
Technology 221 237 3 377 66
Shared Services 356 426 1 437 248
Learning Academy 516 969 647 799
  7 657 169 14 328  

* To be used as an example in Table 5
TABLE 5: EXAMPLE OF CAPACITY SPLIT BY COST OF THE STRATEGIC FUNCTION

Support 
function Activity Time in 

hours (‘000)
Cost per 

hour 
Company 

share R’000
Generation 

% share
Generation 

share (R)

Strategic 
function

Stakeholder relations 540 789 426 008 25% 106 502

Assurance and 
forensic services 324 789 255 605 15% 38 341

Legal advisory 432 789 340 807 15% 51 121
Marketing, branding 
and communication 324 789 255 605 10% 25 560

Business productivity 
programme 540 789 426 008 25% 106 502

  2 159   1 704 033    
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overhead cost allocation.

DISCUSSION AND MANAGERIAL 
IMPLICATIONS 
Th e results obtained from the TDABC model 
were compared to the 3-factor formula currently 
used (Table 6), and it revealed that Company A 
was in need of an accounting system that will 
assist in reaching its objectives of increasing sales 
and expanding its customer base to neighbouring 
countries. Th e following considerations relating 
to incorrect cost allocation in Company A should 
be noted:

Incorrect pricing and tariff  application: An 
incorrect cost allocation method, specifi cally 
for Company A, will lead to an incorrect tariff  
application to NERSA (pricing decision). Th is 
will lead to unsatisfi ed customers that could 
search for alternative sources of electricity.

Th e reputation of the company may be negatively 
aff ected: Th e image of the company is important as 
fi nanciers and customers alike support companies 
with a solid reputation. Rating agencies may 
lower the company’s credit ratings as a result of 
poor performance.

Segment reporting/performance management: 
Profi table and unprofi table divisions may not be 
easily identifi ed, as there will be subsidising of 
costs amongst the divisions. Th is could lead to 
poor decisions, whereby a profi table division is 
closed instead of an unprofi table division.

Th e following recommendations based on the 
results of the empirical and literature study can 
be made:

• Company A is advised to discontinue the 

use of the 3-factor costing formula. From 
the comparison between the 3-factor costing 
formula and TDABC (refer Table 6), it is 
evident that Company A is in need of an 
alternative cost accounting system. 

• It is recommended that TDABC is 
implemented in Company A as it provides the 
ability to assign overhead costs to divisions by 
identifying activities and measuring the time 
taken to complete these activities. Th is allows 
management to make optimal decisions as 
they are able to defi ne activities and in turn 
grasping how long it takes to produce each unit 
of production or completing a task. Th is is the 
information that the 3-factor cost accounting 
system lacks resulting in time wasted on non-
value adding activities. 

• Company A has traditionally been viewed 
as the sole source and supplier of electricity 
in South Africa. However with the recent 
introduction of Independent Power Producers 
(IPP’s) to the market, competition is emerging 
and threatening the sustainability of Company 
A. It therefore has to develop, implement and 
maintain a costing system that will ensure 
optimal decision-making that will support 
the company in reaching its objectives. Th is 
recommendation is supported by a fi nding 
from research conducted by Rezaie et al. 
(2008:1047) that, due to the increase in 
competition in the markets, a number of 
companies have since adapted to the changing 
environment by improving their competitive 
advantage, one of which is the implementation 
of activity-driven cost accounting system.

CONCLUSION 
Th is paper evaluated the traditional costing 
system of Company A. Th e shortcomings of this 

TABLE 6: TDABC COMPARED TO 3-FACTOR MODEL 

Activity UoM Generation Transmission Distribution Customer 
Services Total

 
TDABC R’000 1 942 473 1 601 872 2 061 618 2 051 206 7 657 171

  
3-factor model R’000 2 378 491 1 456 312 1 193 068 2 629 300 7 657 171

    -436 018 145 560 868 550 -578 094 -0 
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system urge the researchers to develop a practical 
TDABC model for this electricity distributing 
company and compared it to the current 3-factor 
costing model followed. Th is paper aimed to fi ll the 
gap in literature pertaining to applying TDABC in 
an electricity distributing company with the aim 
to improve decision-making. It is suggested the 
Company A will achieve the following benefi ts by 
implementing a TDABC framework to allocate 
the support function costs to licensed divisions: 
1) it will drive management to continually review, 
benchmark and improve the divisional processes 
in order to remain competitive and be amongst 
the top performing power utilities in the world, 2) 
setting fair tariff s (pricing decision) for domestic 
and neighbouring countries which are based on 
the activities required by the diff erent divisions 
to supply electricity to diff erent clients, 3) the 
company will be able to direct and channel the 
resources and eff orts where they are needed the 
most, thus assisting in allocating a cost per each 
key activity, 4) management will be able to gain 
new insights into activity performance through 
the continual improvement processes, and 5) it 
will assist in actively identifying and dealing with 
bottlenecks in the support functions.

Th e limitations of the research are that the data 
collected for the development of the TDABC 
model was based on the perceptions of Company 
A’s management. Furthermore, the TDABC 
model was designed specifi cally for Company A 
and cannot be copied directly for use in another 
company. Although the current 3-factor formula 
seems to be an arbitrary cost allocation system 
that needs to be replaced, it is diffi  cult to judge 
how much more accurate the newly developed 
TDABC system would be. Finally, the newly 
developed TDABC system may have limited 
eff ect on cost control, since it is always better 
to control costs at the source and not aft er the 
allocation thereof.

Th e basis of recommendations and fi ndings can 
however be widely used to develop a framework 
for companies operating in diff erent industries. 
Much eff ort in ABC and TDABC research 
has been directed and concentrated towards 
manufacturing industries and service industries. 
Th is study leaves an opportunity for further 
research in the fi eld of TDABC in other electricity 

supplying companies, such as the IPP’s which 
operate sources of new and renewable energy 
power producing methods.

Th e fi ndings of this paper suggest that the TDABC 
method can be applied in a electricity distributing 
company, and may allow for greatly improved 
fi nancial analysis that includes more accurate and 
complete cost information which could assist in 
an eff ective decision making process.
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ABSTRACT 
Orientation: In the public sector, performance 
management can provide a sound foundation 
for ensuring eff ective service delivery, economic 
growth and citizen well-being, in line with 
the national transformation agenda. Th is is 
achieved through implementing a performance 
management system that establishes clear 
and mutually agreed objectives, provides for 
regular feedback and coaching, and establishes 
mechanisms for detecting problems and taking 
corrective action at an early stage.

Research purpose: Th e aim of this study was 
to determine the perceptions of employees of a 
performance management system at Transnet 
Engineering, a state-owned enterprise playing a 
critical role in the South African economy, with 
a view to better understanding the factors that 
contribute towards the eff ective implementation 
of a performance management system

Motivation: Th e success of a performance 
management system is dependent on all 
stakeholders in the performance management 
process fulfi lling their respective roles, including 
managers, employees and the human resource 
management department. Employee perceptions 
of the performance management systems used in 
state-owned enterprises can assist in identifying 
areas for improvement.

Research approach and design: Th e study adopted 
a descriptive design, utilising a quantitative 
method, with a structured questionnaire as the 
data collection tool. Th e sample comprised 393 

non-bargaining-unit employees.

Main fi ndings: Th e results of the study revealed 
that performance management can be enhanced 
by closer adherence to all the processes 
and activities that comprise a performance 
management system, better integration with the 
reward system, and by fully involving employees 
at each stage of the process.

Recommendations: Practical strategies for 
enhancing the eff ective implementation of 
performance management systems are provided.

Keywords: Performance management; perfor-
mance management system; state-owned enter-
prise; public sector
 
INTRODUCTION 
Government effi  ciency is measured by the ability 
of public enterprises to transform public revenue 
in an effi  cient manner into public goods and 
services (Tirivanhu, Olaleye & Bester, 2017). Th e 
democratic dispensation introduced in South 
Africa in 1994 prioritised transformation of the 
public sector, with the objective of increasing 
access to public services, promoting economic 
growth and enhancing the well-being of citizens 
(Manyaka & Sebola, 2012). Despite adequate 
fi nancial resources being made available to 
government departments at that time, the quality 
of service delivery in many sectors remained 
below the expectations of citizens and the 
standards set in government policies (Tirivanhu 
et al., 2017).

EMPLOYEE PERCEPTIONS OF A PERFORMANCE MANAGEMENT 
SYSTEM AT A STATE-OWNED ENTERPRISE 

Mrs. Bridget De Villiers
School of Industrial Psychology and Human Resources

Nelson Mandela University
Port Elizabeth, South Africa

E-mail: bridget.devilliers@mandela.ac.za

Mr. Nico Nel
Industrial Psychologist (PS 0133124)

Durban, South Africa
E-mail: NicoNel@Homemail.co.za



822
WWW.IBC-CONFERENCE.COM

Th e need for transformation in the public 
sector required the adoption of a private sector 
orientation for maximising performance. Th is 
led to the South African government embracing 
performance management as a tool to achieve 
eff ective service delivery (Manyaka & Sebola, 
2012). However, this strategy, backed by relevant 
legislation, policy and systems, has not achieved 
its objectives. Failing state-owned enterprises 
(SOEs) have been identifi ed by ratings agencies 
as one of the greatest risks to the South African 
economy (BusinessTech, 2017; Gumede, 2019). 
As a result, the performance of the public sector is 
under the scrutiny of a wide range of stakeholders, 
including politicians, civil society, academics, and 
activists. Allegations of state capture, corruption, 
mismanagement and other ineffi  ciencies are 
major concerns (Gumede, 2019).

Th e revival of SOEs cannot be achieved 
through continuing bailouts and other fi nancial 
interventions. An integral component for the 
future success of SOEs is stabilisation, achieved 
through capable leadership and competent 
staff  who provide quality and cost-eff ective 
products and services (Gumede, 2019), and 
whose performance is managed, measured and 
improved in meeting public objectives and 
expectations (Van der Waldt, 2006). Within the 
public sector, performance management is thus 
crucial in ensuring eff ective and effi  cient service 
delivery (Manyaka & Sebola, 2012). Although 
performance management systems (PMSs) have 
been implemented in SOEs, Tirivanhu et al. 
(2017) assert that few studies have assessed the 
eff ectiveness of this implementation. Th is study 
contributes to the body of knowledge surrounding 
performance management practices within the 
South African public sector, through identifying 
challenges experienced in the implementation 
of an existing PMS within a specifi c SOE as 
experienced by employees.

RESEARCH PURPOSE AND OBJECTIVES 
Th e main aim of this study was to investigate the 
perceptions of employees of a PMS at a South 
African SOE. Th e following research objectives 
arose from the main aim:

• To identify challenges associated with 
implementing a PMS, more particularly 

within SOEs. 
• To explore theoretical guidelines for the 

eff ective implementation of a PMS.
• To contextualise the importance of 

performance management for Transnet 
Engineering.

• To examine the perceptions of employees of a 
PMS at Transnet Engineering.

LITERATURE REVIEW 
Challenges associated with implementing a 
performance management system 
Performance management is described as a 
strategic and integrated approach to delivering 
sustained organisational success through 
identifying and developing the performance 
capabilities of individuals and teams (Manyaka & 
Sebola, 2012). Vezile (2010) defi nes performance 
management as a framework against which 
employee performance is directed, monitored 
and refi ned. Eff ective performance management 
serves as a vehicle to align employees’ 
roles, performance and development with 
organisational goals and targets (Grigore, Bâgu & 
Radu, 2009). Th is alignment is achieved through 
the implementation of a PMS, comprising 
performance planning, performance coaching 
and mentoring, performance measurement 
and evaluation, and performance feedback and 
documentation (Werner & Nel, 2017).

A number of challenges are linked to the 
implementation of PMSs. One of these pertains 
to whether performance management is regarded 
as an organisational asset or liability. A global 
performance management survey conducted 
by Mercer (2013) in 53 countries revealed that 
only three percent of the companies surveyed 
reported performance management as adding 
exceptional value, mainly due to a lack of skill 
or motivation in managing the system, system 
complexity, and the lack of a clear link between 
performance management and compensation 
decisions. An ERC (2012) study highlighted a 
failure to provide adequate and ongoing feedback 
to employees, and Paile (2012) raised the concern 
of performance management instruments being 
used as a form of disciplinary control. Drawing 
on the work of Wright (2006), Paile (2012) 
drew attention to perceptions that employees 
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hold of superiors passing judgement on their 
employees, systems not being practical when 
it comes to setting objectives, performance 
documentation not being user friendly and 
the time-consuming nature of performance 
management. A PricewaterhouseCoopers (2009) 
survey highlighted the diffi  culty of setting reliable, 
realistic and measurable targets, the subjectivity 
of performance targets, and that targets are open 
to manipulation. A further challenge related to 
employees focusing on short-term objectives 
at the expense of long-term organisational 
success. Hooper and Newland (2009) found 
that performance management failed to identify 
employee strengths and weaknesses, and that 
the performance management process was 
characterised by rater bias, which negatively 
infl uenced employee performance.

Within the public sector, a specifi c challenge 
identifi ed was a lack of managerial commitment. 
Makamu and Mello (2014) contend that measuring 
and evaluating performance in the public sector 
is a major challenge, and that managers have poor 
understanding of what performance management 
entails, with inexperienced managers being 
afraid to account for scores given to employees. 
Manyaka and Sebola (2012) assert that managers 
do not seem to care about employee performance, 
which is refl ected in a pass-one-pass-all approach, 
and a lack of performance feedback. Th e authors 
stress the importance of managers providing 
timeous, ongoing and constructive feedback, as 
opposed to focusing only on annual performance 
evaluations.

A further challenge raised by Manyaka and Sebola 
(2012) is that of a lack of clear goals and objectives. 
Th ey contend that public sector managers fail to 
cascade organisational goals downwards, leading 
to employees not understanding how their 
performance relates to the overall performance 
of the department. Allen-Ile, Ile and Munyaka 
(2007) identifi ed centralisation of information 
at a management level as mitigating against 
a participatory approach in the performance 
management process.

Key challenges identifi ed by Waldt (2006) include 
diffi  culties in measuring performance and an 
unconducive organisational climate and culture. 

He asserts that, in measuring the performance 
of a public entity, performance indicators should 
be divided into two areas, namely, internal 
management and public accountability. In 
relation to organisational climate and culture, 
Waldt (2006) is of the opinion that the framework 
of rules and procedures designed to ensure 
accountability is not conducive to the delegation 
of power and the exercise of discretion. Th is acts 
as a disincentive to performance management 
aimed at stimulating innovation and receptivity 
to change. He asserts that while strategies, 
structures and systems are important, leadership, 
morale and motivation of personnel are crucial.

Allen-Ile et al. (2007) raise a lack of role clarity in 
the implementation of PMSs as a further challenge 
within the public sector. Th eir study found that 
no offi  cials were appointed to specifi cally drive 
the PMS process, and that this responsibility had 
to be balanced with other management duties. 
Th ey also raised the culture within the public 
sector as a barrier to the eff ective implementation 
of PMSs. Participants in their study perceived 
a lack of professionalism in the public sector, 
which resulted in change initiatives, including the 
implementation of PMS, being viewed as a threat, 
and therefore resisted by employees.

Guidelines to the eff ective implementation of a 
performance management system 
Th e manner in which performance management 
is implemented is an important predictor of 
employee attitudes and behaviour, the quality of 
the relationship between manager and employee 
and performance and productivity (Cappelli, 
2001; Rappaport, Bancroft  & Okum, 2003; Toppo 
& Prusty, 2012). Th us, the way in which a PMS is 
implemented, requires careful consideration.

For a PMS to be eff ectively implemented, 
performance management itself must be 
regarded as a continuous process. Th is process 
entails the clarifi cation of expectations, setting 
of targets, the provision of on-the-job coaching, 
outcomes-based performance assessment and 
feedback (Cascio, 2012). Fernandez (2005) 
stresses that, in planning and designing a PMS, 
each dimension of the performance management 
process should be integrated. Other important 
aspects for ensuring eff ective implementation 
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include that organisational objectives are used as 
a starting point, and that emphasis is placed on 
accountability and responsibility (Paile, 2012).

In proposing guidelines for the eff ective 
implementation of a performance management 
system, the model developed by Armstrong (2006) 
is presented in Figure 1. Th is model sequences 
the components of performance management 
and provides a clear indication of the integrated 
nature of the performance management process.

Armstrong’s (2006) model highlights that role 
defi nition entails the establishment of key results 
areas and competences for employees in line with 
the company vision. Finalising a performance and 
development agreement necessitates managers 
holding discussions and reaching agreement 
with their employees on performance criteria, 
competencies and assessment techniques. 
Performance and development planning requires 
the draft ing of individual personal development 
and improvement plans for each employee, 
which may be linked to reward and recognition 
strategies (University of Melbourne, 2014). 
Th e action phase comprises the work done by 
the employee on a daily basis, in alignment 
with the performance management agreement. 

During this phase, coaching and mentoring 
assists employees in developing their skills and 
supports the process of individual development 
(Vodák, 2006). Continuous monitoring and 
feedback throughout the process require 
ongoing communication between managers 
and employees to maintain a clear link between 
an employee’s job and organisational targets 
(Zwane, 2009). Finally, formal reviews provide 
for the evaluation and development of revised 
agreements and development plans on a regular 
basis by employees and their managers (Paile, 
2012; USAID, 2011).

Th e successful implementation of a PMS 
requires eff ective ownership and use of the PMS 
by all stakeholders (Matlala, 2011). Th e main 
responsibility for performance management 
lies with operational managers, as they are 
responsible for translating organisational targets 
into individual objectives, and thus ensuring 
the alignment between individual objectives 
and organisational strategy (Mabona, 2013). 
Th e contribution of operational managers as 
mentors, coaches and counsellors is also required 
(Leonard & Hilgert, 2007; Paile, 2012). Vezile 
(2010) highlights the cooperation required 
between managers and their employees in setting 

FIGURE 1: SEQUENCE OF PERFORMANCE MANAGEMENT COMPONENTS (SOURCE: ARMSTRONG 
(2006))
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performance expectations, reviewing results, 
assessing individual development needs, and 
drawing up action plans. Employees should 
participate meaningfully and actively in the 
development and implementation of any PMS 
(Supramaniam, 2010) to enhance the validity 
and accuracy of performance information 
(West Virginia Government, 2005). Informal 
feedback to employees is important, as is timeous 
completion of documentation (SHRM, 2000). 
Tsiu (2012) and the ERC (2012) highlight the 
role of the HR department in guiding and 
overseeing the implementation process. Th is 
includes all the necessary planning, maintenance, 
and the establishment of supporting policies and 
instructions. HR also plays a vital role in using the 
results of the process to inform other HR systems 
such as recognition and reward, and skills and 
workforce planning. It also helps if the human 
resource management function in general is 
perceived in a positive light (Compton, Morrissey 
& Nankervis, 2009).

Aguinus (2011) further emphasises that the 
process should be acceptable to and perceived 
as fair by participants, which implies a need for 
both process and outcomes to be perceived as 
just and equitable, as well as allowing for a clear 
diff erentiation between good, average and poor 
performers. It is important that employees see that 
their eff orts are recognised when performance is 
evaluated (Supramaniam, 2010), as employees 
link eff ort with performance. If employees 
perceive the PMS in a positive light, then they 
will hold a positive attitude towards the system, 
accept it and cooperate in the various processes 
(Daft , 2012; Supramaniam, 2010). An eff ective 
PMS also allows for the use of multiple sources of 
input (Garza, 2000) and conducting assessments 
at regular intervals.

Th e successful implementation of a PMS further 
entails consideration of the work context. 
Performance management processes should 
be developed against the backdrop of the core 
values and culture of the organisation (DeCenzo 
& Robbins, 2009). If the values and culture of an 
organisation are not conducive to implementing 
a PMS, a culture change may be necessitated. 
Van der Waldt (2006) refers to the creation of 
an achievement culture, namely, one in which 

employees have a clear understanding of the 
organisation’s mission and values, and of how their 
responsibilities contribute to the achievement 
thereof.

Th e importance of performance management at 
Transnet Engineering 
Transport logistics is critical to the South African 
economy, which is highly dependent on mineral 
resources for the creation of national wealth. 
An effi  cient and extensive logistics network is 
required to service the needs of the coal- and 
gold-mining industries, as well as manufacturing 
industries. Many public and private transport 
freight providers, including the SOE Transnet, 
fulfi l this role.

Transnet’s customer base comprises mainly large 
mining, shipping, manufacturing, agricultural, 
industrial, retail and energy concerns (Transnet, 
2014). Th e most signifi cant commodities 
transported by Transnet are associated with 
mining exports, general freight and petroleum 
products. Transnet competes with over 75 private 
freight operations serving these sectors. Over 
time, Transnet has implemented a number of 
growth strategies to secure its market position 
(Transnet, 2007; Transnet, 2013a). In 2012, the 
Transnet Market Demand Strategy (MDS) was 
adopted which, amongst other considerations, 
alluded to the importance of performance 
management as a driver of organisational success 
(Transnet, 2013a). In terms of the MDS, Transnet 
aimed to increase the eff ectiveness of its human 
capital service delivery and promote skills 
development by aligning roles, responsibilities 
and performance with the vision of the enterprise, 
and prioritising skills development to promote 
a high performance culture (Transnet, 2013a). 
Performance management is thus a critical tool in 
ensuring the competitive advantage of Transnet. 
Company documentation highlights performance 
management as a process that provides the means 
for managers to continuously assess and give 
feedback to employees on their performance 
against agreed objectives and targets (Transnet, 
2013b).

RESEARCH METHODOLOGY 
Research approach 
Th e study was conducted from a positivistic 
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paradigm, with the assumption that collecting 
observations from a large sample would reveal 
objective data about the implementation of 
performance management at a SOE. A descriptive 
research design was adopted, with a view to 
providing numeric descriptions of the perceptions 
of the respondents in this study (Creswell, 2014).

Research method 
A quantitative research approach, using a 
structured questionnaire as the data collection 
tool, was used for the purposes of this study. A 
survey questionnaire was deemed appropriate as 
it allowed for the collection and analysis of data 
to describe and explain a specifi c situation, and 
to generalise fi ndings to the rest of the population 
(Mouton & Marais, 1996).

Research participants and data collection 
Th e target population for this study comprised 
431 non-bargaining-unit employees within 
Transnet Engineering, located in the province of 
KwaZulu-Natal, South Africa. Th e performance 
management system, used at Transnet Engineering, 
was applicable only to non-bargaining-unit 
employees, hence the exclusion of bargaining-unit 
employees. Th ese employees, who were identifi ed 
via the Transnet employee database, were invited 
to participate in the study on a voluntary basis. 
Th is was done by approaching them on days 
when they were engaged in training at Transnet 
training venues located throughout the KwaZulu-
Natal province. A non-probability convenience 
sampling approach was thus adopted. Anonymity 
was ensured as no identifying information was 
requested on the survey instrument. Upon 
completion, the questionnaires were placed in 
a sealed box in the training venue, which was 
then secured in in safe venue for collection by 
the researcher. A sample of 393 respondents 
was achieved, representing a response rate of 
96 percent. Permission to conduct the study 
was granted by the organisation, as well as the 
Training Manager. Ethical clearance (NMMU 
Form E) was obtained from the university from 
where the study was conducted.

Measuring instrument 
Th e questionnaire was developed based on the 
main fi ndings of the literature review, and in 
particular, on the sequence for performance 

management as presented Armstrong (2006). 
Th is was done while being cognisant of the 
specifi c attributes of the PMS used at Transnet 
Engineering. Section A collected demographic 
data, and the other sections focused on main 
aspects of the PMS as follows:

Section B – perceptions of performance 
management in general, including purpose and 
accountability

Section C – perceptions of the performance 
management system, including frequency of 
activities, general satisfaction with the system, 
responsibility for setting goals, and criteria 
assessed

Section D – perceptions of the challenges 
experienced with the performance management 
system

Sections B to D comprised 5-point Likert-type 
scale questions, pertaining to level of agreement 
or satisfaction, and in one instance, frequency of 
activity. In this instance, the scale included a “not 
used” item. Th is six-point scale was mapped to 
fi ve points to conform with the other scales, by 
leaving the “not used” item blank for purposes of 
data analysis.

Reliability and validity considerations 
Th e validity of the measuring instrument was 
determined using face, content and construct 
validity (Babbie, 2010). Construct validity was 
achieved through developing the questionnaire 
based on the main fi ndings of the literature study, 
which included reference to offi  cial Transnet 
policy and other documentation pertinent to the 
role and process of performance management. 
Face and content validity were ensured through the 
questionnaire being scrutinised by performance 
management facilitators and academics well 
versed in the performance management process 
and systems. A pilot study was conducted with 
a team of eight human resource professionals. 
Minor adjustments were made.

A reliability analysis was conducted to determine 
how well the items grouped together in each 
subscale of the survey instrument. Th ese 
subscales were labelled as follows: purpose 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

827

of performance management; frequency of 
performance management activities; satisfaction 
with performance management; supervisor’s 
role in performance management; assessment 
criteria for performance; and challenges faced 
with performance management. Th e Cronbach 
alpha coeffi  cients resulting from this reliability 
analysis ranged between 0.73 and 0.93 (Table 
1), indicating acceptable to excellent internal 
reliability (Tavakol & Dennick, 2011).

TABLE 1: CRONBACH ALPHA COEFFICIENTS

Factor Cronbach’s alpha 
coeffi  cients

PM Purpose 0.73
PM Activity 0.87
PM Satisfaction 0.93
PM Supervision 0.90
PM Criteria 0.92
PM Challenges 0.79

RESULTS 
Demographic information 
Th e majority of the respondents were African 
(58%), male (73%), between the ages of 30 and 50 
(65%) and comprised fi rst line (58%) and middle 
level managers (33%). Of the respondents, 45 
percent had either a diploma or an undergraduate 
degree, 41 percent had less than fi ve years’ 
managerial experience and 56 percent had less 
than fi ve years’ experience with the performance 
management process.

RESPONSE TO PERFORMANCE 
MANAGEMENT SURVEY ITEMS 
Main purpose of performance management 
Table 2 indicates the respondents’ observations 
about the main purpose of performance 
management at Transnet Engineering.

Th e mean scores for this section tend towards 
“neither agree/disagree” nor “agree” responses. 
However, all standard deviations are in excess 
of 0.80, which is evident of a lack of consistency 
amongst the responses received. Combining 
the “strongly disagree” and “disagree” responses 
and the “strongly agree” and “agree” responses 
revealed that 62 percent of the respondents 
identifi ed that achieving strategic goals was the 
main purpose of performance management and 
49 percent indicated that the role of performance 
management was not clear. It is important that all 
employees see performance management as the 
vehicle for aligning individual and organisational 
goals (Grigore et al., 2009). Th is suggests a 
need for greater emphasis on this alignment in 
everyday performance management interactions, 
and greater reinforcement thereof in regular 
performance meetings.

Drivers of performance management 
Table 3 indicates the respondents’ level of 
agreement with whom they perceived as the 
drivers of performance management.

Th e mean scores once again show a tendency 
towards “neither agree/disagree” and “agree” 

TABLE 2: MAIN PURPOSE OF PERFORMANCE MANAGEMENT

No. Purpose of performance 
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2.1 Financial management 
and control 3.22 1.27 13% 20% 15% 38% 15%

2.2 Achieving strategic goals 3.46 1.28 11% 16% 11% 41% 21%

2.3 Enhancing motivation 
and learning 3.28 1.30 11% 23% 9% 39% 17%

2.4
Value drivers or 
improving the bottom-
line

3.37 1.19 9% 17% 17% 42% 15%

2.5 Role not clear 3.27 1.15 9% 16% 27% 36% 13%
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responses, together with a standard deviation 
in excess of 0.80. In combining the responses 
as indicted above it was determined that 67 
percent of the respondents “agreed” and “strongly 
agreed” that they themselves, as bargaining-unit 
employees, were the drivers of performance 

management (67%) followed by operations/
line management (54%). Further, 44 percent 
of the respondents observed that everybody 
was responsible for driving performance 
management. Th is fi nding indicates some 
accountability by the respondents for their role 

TABLE 3: DRIVERS OF PERFORMANCE MANAGEMENT

No. Drivers of performance 
management Mean SD
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2.6 Finance 3.12 1.31 13% 24% 19% 28% 17%
2.7 HR 3.22 1.28 10% 24% 19% 28% 19%
2.8 Operations / line 3.33 1.22 10% 19% 18% 38% 16%
2.9 Bargaining-unit employees 3.70 1.20 7% 12% 15% 38% 29%
2.10 Everybody (all employees) 3.09 1.32 14% 23% 19% 28% 16%

TABLE 4: FREQUENCY OF SPECIFIC PERFORMANCE MANAGEMENT ACTIVITIES 
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Performance 
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Mean SD
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3.1 Coaching &/ 
Mentoring 2.58 2.35 35% 12% 3% 5% 15% 16% 14%

3.2 Feedback 3.48 2.15 17% 11% 3% 3% 26% 20% 20%

3.3
Individual 
performance 
evaluation

4.03 1.73 10% 2% 6% 10% 9% 55% 8%

3.4
Informal 
reviews of 
performance

2.71 2.26 32% 8% 6% 6% 17% 21% 10%

3.5 Peer review 1.68 2.22 57% 7% 4% 4% 10% 10% 8%

3.6 Performance 
goal setting 3.08 1.93 13% 4% 37% 4% 10% 20% 13%

3.7
Performance 
improvement 
plans

2.36 2.40 43% 7% 6% 3% 13% 15% 14%

3.8
Performance 
management 
training

2.34 1.90 20% 26% 13% 2% 26% 8% 6%

3.9 Self-appraisal 2.32 2.38 45% 6% 3% 5% 10% 22% 9%

3.10
Team 
performance 
evaluation

2.84 2.39 35% 5% 5% 5% 12% 24% 14%
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in driving the performance management process. 
Th is is important considering that respondents 
were largely fi rst line and middle managers, 
themselves responsible for driving performance 
management processes. Th e fi ndings, however, 
suggest a need for greater synergy between the 
various stakeholders in driving the performance 
management process as suggested by Vezile 
(2010) and Matlala (2011).

Frequency of specifi c performance management 
activities 
Table 4 indicates the respondents’ level of 
agreement with the frequency of specifi c 
performance management activities.

Most of the mean scores obtained evidenced 
a tendency towards “less than annually” and 
“annually” responses. However, all scores were 
accompanied by high standard deviations. 
When considering the “not used” response 
category, it emerged that peer review (57%), 
self-appraisal (45%), performance improvement 

plans (43%), coaching and mentoring (35%), 
team performance evaluation (35%) and 
informal reviews of performance (32%) were 
not observed as extensively used at Transnet 
Engineering. Respondents further indicated 
that individual performance evaluation took 
place quarterly (55%), and that feedback only 
occurred as and when needed (26%). Goal-
setting was seen to take place on an annual basis 
as observed by 37 percent of the respondents, 
and performance management training provided 
as and when needed, but less than annually (less 
than once a year), as observed by 26 percent of 
the respondents. Th ese fi ndings suggest that the 
many of the components of a sequential and 
integrated performance management system 
as highlighted by Armstrong (2006) were not 
observed as taking place regularly; neither was the 
constant monitoring and feedback as emphasised 
by Zwane (2009). Th is may be due to a lack of role 
clarity in the implementation of PMS as alluded 
to by Allen-Ile et al. (2007), or a lack of HRM 

TABLE 5: SATISFACTION WITH SPECIFIC PERFORMANCE MANAGEMENT ACTIVITIES 
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3.11 Coaching &/ 
Mentoring 2.60 1.09 17% 33% 23% 25% 2%

3.12
Discipline as a result 
of performance 
management

2.65 1.07 17% 28% 30% 23% 2%

3.13 Individual development 
plans 2.84 1.13 13% 32% 17% 36% 3%

3.14 Individual performance 
evaluation 2.90 1.07 10% 32% 19% 37% 2%

3.15 Informal feedback 2.87 1.02 10% 29% 28% 32% 1%

3.16 Leadership 
development 2.74 1.11 14% 33% 22% 28% 3%

3.17 Overall performance 
management system 2.82 1.08 13% 28% 25% 32% 2%

3.18 Performance 
improvement plans 2.61 1.07 15% 36% 25% 21% 3%

3.19 Performance planning / 
goal setting 2.90 1.05 10% 29% 25% 34% 2%

3.20 Reward and 
recognition 2.37 1.18 30% 29% 16% 23% 2%
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involvement through providing the necessary, 
support, guidance and training (ERC, 2012; Tsiu, 
2012).

Satisfaction with specifi c performance 
management activities 
Th e respondents were required to indicate 
their level of satisfaction with performance 
management activities, with the results being 
presented in Table 5.

Th e mean scores received showed a tendency 
towards “unsatisfi ed” and “neither unsatisfi ed/
satisfi ed” responses with standard deviations 
indicating a lack of consistency amongst the 
responses. Grouping of the responses in terms of 
satisfaction and dissatisfaction revealed that the 
respondents were mostly dissatisfi ed with reward 
and recognition (59%). Th is fi nding points to a 
perceived lack of integration between employee 
eff ort and recognition and reward strategies. 
Armstrong (2006) highlights the importance of 
a link between reviews received as part of the 
formal performance review process and reward.

Stakeholder responsibility in setting 
performance management goals. 
Th e respondents were required to indicate 
the extent to which they agreed that various 
stakeholders were responsible for setting 
performance management goals. Th e results of 
this analysis are presented in Table 6.

Th e respondents mostly “agreed” and “strongly 
agreed” that senior managers set their goals (72%), 
and “disagreed” and “strongly disagreed” that they 
set their own goals (72%). Th ey further “disagreed” 
and “strongly disagreed” that HR was responsible 

for setting their goals (61%). Agreement on the 
role of the direct supervisor was observed by only 
41 percent of the respondents. Mabona confi rms 
that the main responsibility for performance 
management lies with operational managers; 
Matlala (2011) that eff ective implementation 
of a PMS requires eff ective ownership of the 
system by all stakeholders; and Vezile (2010) that 
cooperation is required between managers and 
their employees in setting performance goals.

Role played by direct supervisor 
Th e respondents were required to indicate the 
role played by their direct supervisor in managing 
their performance, the results of which are 
indicated in Table 7.

Th e results indicate a tendency towards the 
“neither agree/disagree” and “agree” responses 
coupled with standard deviations in excess of 
0.80. In combining the results, it is evident that 
the respondents mostly agreed that their direct 
supervisor was responsible for conducting 
the performance review discussion (57%), 
recognising good/poor performance (54%), 
setting performance expectations and goals 
(53%), and providing ongoing feedback/coaching 
(52%). However, these results also suggest 
that the respondents did not observe their 
direct supervisors as being as involved in the 
performance management process to the extent 
that they should be. Th e direct supervisor plays 
a critical role in this regard in setting goals and 
expectations in alignment with organisational 
strategy (Mabona, 2013).

Key performance criteria assessed 
Th e respondents were required to indicate what 

TABLE 6: STAKEHOLDER RESPONSIBILITY IN SETTING PERFORMANCE MANAGEMENT GOALS

No. Responsible stakeholder Mean SD
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3.21 Each employee sets their own goals 2.17 1.11 32% 40% 10% 15% 3%
3.22 My direct supervisor 2.98 1.27 18% 21% 13% 41% 7%
3.23 Senior managers 3.77 1.07 5% 9% 13% 49% 23%
3.24 Human resources 2.37 1.10 23% 38% 19% 17% 3%
3.25 Other 2.12 1.08 36% 31% 23% 8% 3%
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TABLE 7: ROLE PLAYED BY DIRECT SUPERVISOR

No. Responsibility Mean SD
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3.26 Conducting performance 
review discussion 3.29 1.19 10% 19% 14% 46% 11%

3.27 Providing ongoing 
feedback/coaching 3.19 1.23 11% 22% 15% 41% 11%

3.28 Recognising good / poor 
performance 3.24 1.22 11% 19% 16% 42% 12%

3.29 Setting performance 
expectations and goals 3.23 1.20 11% 20% 17% 42% 11%

key performance criteria were assessed at the time 
of their performance appraisals. Th ese results are 
presented in Table 8.

In considering the combined percentages, the 
respondents mostly agreed and strongly agreed 
that their performance was measured in terms of 
goal achievement (69%), safety (68%), quantity 
of work/productivity (68%), and how well they 
did their jobs (60%). In addition, they mostly 
agreed that their performance was not measured 
in terms of their motivation, which comprises 
eff ort and engagement (51%) or in terms of 
their leadership competencies (50%). Th is may 
suggest that performance assessment is perceived 
as contributing more to the achievement of 
organisational objectives, and less in terms of 
the personal and interpersonal eff orts and skills 
directed towards achieving these objectives.

Challenges experienced with performance 
management 
Respondents were asked to indicate challenges 
Transnet Engineering was experiencing with the 
PMS, with the results presented in Table 9.

Th e highest mean score obtained was for the item 
dealing with rewards not linked to performance 
management (4.15) with an accompanying 
standard deviation of 0.96, the lowest obtained in 
this study. Th e respondents mostly “agreed” and 
“strongly agreed” that the PMS lacked integration 
with the rewards management system (81%); 
did not reward high performance; and appeared 
to accept low and mediocre performance. Th e 

system was further seen to provide ratings that 
were unjustifi able, in that most employees were 
rated the same irrespective of their performance 
(77%). In addition, the system lacked holding 
employees accountable for meeting goals (64%), 
lacked credibility (64%) and did not have the 
buy-in from all stakeholders (61%). Compton 
et al. (2009) and Supramaniam (2010) stress the 
important role played by the HR department in 
ensuring the credibility of and buy-in for PMS, 
and its linkage to other HR systems such as 
recognition and reward. Aguinus (2011) states 
that for a PMS to be perceived as equitable and 
fair, it should be seen to discriminate between 
diff erent levels of performance.

Analysis of sub-scale correlations 
Pearson product moment correlations were 
calculated to determine whether signifi cant 
relationships existed between the various factors 
measured in the sub-scales of the questionnaire. 
Table 10 presents these correlations.

Statistically signifi cant correlations (p≤0.05) 
are evident between performance management 
activity and performance management purpose 
(0.378); performance management activity 
and performance management criteria (0.469); 
satisfaction with performance management and 
the challenges to performance management 
(-0.394); the role of stakeholders with specifi c 
reference to direct supervision and performance 
management criteria (0.459); and performance 
management criteria and performance 
management purpose (0.446). Performance 



832
WWW.IBC-CONFERENCE.COM

management criteria correlated with most 
other sections, namely management purpose, 
performance management activity and direct 
supervision thus highlighting the importance of 
setting clear, achievable and relevant criteria as 
part of the performance management process. 
Th is is possibly an area in which employees and 
management need to take mutual responsibility 
in ensuring organisational success. In this regard, 
Rubin (2002) proposes the use of SMART goals 
as a tool for achieving increased motivation and 
goal accomplishment.

Th ese fi ndings would suggest that non-
bargaining-unit employees perceived alignment 
between performance management purpose and 
performance management activities and criteria. 
Th e results further reveal a reverse relationship 
between perceived challenges and satisfaction 
with the PMS.

DISCUSSION OF RESULTS 
Th e results of the empirical study revealed that, to 
some extent, the respondents largely agreed that 
the main purpose of performance management 

TABLE 8: KEY PERFORMANCE CRITERIA ASSESSED

No Key performance criteria Mean SD
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3.31 Achievement of goals 3.54 1.13
34

9%

44

11%

44

11%

215

55%

55

14%

3.32 Adaptability/fl exibility 2.69 1.14
64

16%

123

31%

93

24%

95

24%

18

5%
3.33 Attendance 2.90 1.23 15% 28% 15% 34% 7%
3.34 Attitude/professionalism 2.76 1.23 18% 31% 18% 27% 7%
3.35 Communication 2.85 1.24 16% 30% 17% 29% 9%

3.36 Contributions made that added 
value to Transnet 3.32 1.21 10% 18% 17% 41% 14%

3.37 Core/cultural values 2.97 1.19 12% 26% 21% 31% 9%
3.38 Dependability/reliability 2.81 1.20 15% 30% 20% 27% 7%
3.39 Initiative 2.90 1.18 13% 29% 20% 32% 7%
3.40 How well I’ve done my job 3.45 1.11 7% 13% 20% 47% 13%
3.41 Job knowledge/job specifi c 2.93 1.22 15% 26% 19% 32% 8%
3.42 Key performance indicators 3.22 1.22 13% 16% 16% 44% 10%
3.43 Leadership competencies 2.71 1.16 15% 35% 20% 24% 6%

3.44 Learning/skill development 
targets 2.78 1.18 15% 32% 20% 26% 7%

3.45 Motivation (eff ort, engagement) 2.70 1.17 15% 36% 19% 23% 7%
3.46 Quantity of work/productivity 3.65 1.14 6% 12% 13% 46% 22%
3.47 Quality of work/productivity 3.22 1.23 11% 19% 17% 39% 13%
3.48 Safety 3.59 1.18 8% 12% 11% 49% 20%
3.49 Teamwork/cooperation 2.99 1.22 10% 32% 19% 27% 12%

3.50 Nothing, as it just a paper 
exercise 2.61 1.31 23% 32% 17% 16% 12%
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is the achievement of the strategic goals of the 
organisation and senior managers and themselves 
(bargaining-unit employees) were accountable 
for implementing and driving performance 
management. As human capital is an essential 
element for competitive advantage, it is thus 
important that it be eff ectively managed (Kagaari, 

Munene & Ntayi, 2010) by all participants in the 
performance management process. Th e results 
further revealed that individual performance 
evaluations did not occur regularly, despite 
Transnet policy stating that they should be 
conducted on a monthly basis. Th e requirement 
for a high frequency of formal evaluations should 

TABLE 9: CHALLENGES EXPERIENCED WITH PERFORMANCE MANAGEMENT 

No. PM Challenge Mean SD

St
ro

ng
ly

 
D

isa
gr

ee

D
isa

gr
ee

N
ei

th
er

 A
gr

ee
 

/ D
isa

gr
ee

A
gr

ee

St
ro

ng
ly

 
A

gr
ee

4.1 Lack of 
feedback 3.15 1.25 12% 23% 13% 39% 12%

4.2 Inadequate 
documentation 3.48 1.27 10% 15% 16% 35% 24%

4.3 Ratings not 
justifi able 4.05 1.05 2% 9% 12% 35% 42%

4.4 Lack 
accountability 3.72 1.10 2% 15% 19% 36% 28%

4.5
Rewards not 
linked to 
performance

4.15 0.96 2% 6% 12% 38% 43%

4.6 Lack of 
integration 3.31 1.27 8% 25% 16% 30% 21%

4.7 Poorly designed 
evaluation form 3.16 1.25 9% 25% 23% 24% 18%

4.8 Lack of buy-in 3.69 1.20 4% 16% 19% 29% 32%
4.9 Lack of support 3.23 1.24 8% 25% 24% 24% 20%

4.10 Lack of 
credibility 3.81 1.18 3% 14% 19% 26% 38%

TABLE 10: PEARSON PRODUCT MOMENT CORRELATIONS FOR MAIN PERFORMANCE MANAGEMENT 
FACTORS
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PM Purpose - 0.378 0.160 0.214 0.446 0.081
PM Activity 0.378 - 0.219 0.263 0.469 -0.083
PM Overall Satisfaction 0.160 0.219 - 0.227 0.291 -0.394
PM Supervision
(role of supervisor) 0.214 0.263 0.227 - 0.459 -0.068

PM Criteria 0.446 0.469 0.291 0.459 - 0.011
PM Challenges 0.081 -0.083 -0.394 -0.068 0.011 -
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be revisited, while bearing in mind the importance 
of conducting regular assessments (Garza, 2000).

Th e study also revealed that individual 
contribution in terms of motivation (eff ort and 
engagement) and the demonstration of leadership 
competencies were not measured, and that 
contributions were mostly assessed in terms of the 
benefi t to Transnet Engineering. While employee 
growth, eff ort and engagement are important in 
achieving performance objectives, Tirivanhu, 
Olaleye and Bester (2017) contend that public 
sector performance management must entail 
paying attention to cost, alternative strategies 
to service delivery, the reduction of duplication 
and redundancy in activities, and emphasising 
transparency in operations. Th is is particularly 
important in the South African context in which 
failing SOEs are reported to have a combined debt 
of close to R2 trillion (Gumede, 2019). To achieve 
this Kagaari, Munene and Ntayi (2010) highlight 
the importance of developing specifi c, time-
bound and challenging goals to which participants 
feel committed, and point out the role of goal 
clarity and participation in achieving managed 
performance. In addition, the importance of 
linking PMS and career development was raised 
by Allen-Ile, Ile and Munyaka (2007), as well as 
paying attention to contextual variables, such as 
values and organisational culture and climate 
in directing the attitudes of public servants in 
serving the priorities of the government and the 
community.

Certain activities associated with the performance 
management process were also found to occur 
irregularly; for example, peer review, self-appraisal, 
development of performance improvement plans, 
as well as coaching and mentoring. In addition, the 
PMS was seen to lack integration with the reward 
system in that excellent performance was not 
perceived to be rewarded. Further shortcomings 
pertained to a lack of supervisor accountability in 
terms of the overall process, and employees not 
being measured on performance criteria over 
which they had control. Tirvanhu, Olaleye and 
Bester (2017) stress that organisational decision-
makers must design performance management 
assessments that generate relevant data at the 
operational level, and that management and 
assessments are inextricably linked. All of 

these considerations highlight the need to view 
performance management as an integrated 
and sequenced process, as recommended 
by Armstrong (2006), and comprised of the 
components identifi ed by Werner & Nel (2017), 
and raise the critical importance of managers 
being eff ectively equipped to perform their 
comprehensive roles in the process, as identifi ed 
by Makamu and Mello (2014).

Th e fi ndings of this study indicate that an 
understanding of the roles played by all of 
the stakeholders and closer adherence to all 
the processes and activities that comprise a 
performance management system are required 
in ensuring the successful implementation of 
a PMS. Th is includes greater involvement and 
accountability of all stakeholders at each stage in 
the process.

RECOMMENDATIONS 
People management challenges experienced when 
implementing and maintaining an eff ective PMS 
are not unique to the SOE, Transnet Engineering. 
Many public service providers are faced with the 
challenge of supporting a government mandate in 
terms of eff ective service delivery. In concluding 
this study, the following recommendations are 
made:

• Th at a purposeful strategy is developed 
to reinforce the importance of alignment 
between the overall enterprise, unit and 
employee goals. Th is alignment should be 
emphasised in management and supervisory 
development programmes and in actual 
performance management processes. Th e 
focus should be on developing a culture of 
excellence using performance management 
as a change strategy. Th ese strategies and 
processes need to be mutually driven by HRM 
and senior and line management.

• Th at HRM ensures that managers are 
provided with ongoing, intensive and in-
time information and training sessions 
to hone their performance management 
skills. Such training should emphasise that 
performance management is dependent 
on constructive relationships and ample 
communication, clarifying expectations, 
facilitating performance through an enabling 
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environment and giving regular constructive 
feedback while recognising performance. 
To reinforce this, performance management 
should be clearly articulated as a key 
performance area for manager.

• Th at policy makers, including HRM and 
relevant managers, take concerns noted by 
employees in this study into consideration in 
developing policies and procedures governing 
the performance management process.

• Th at employees be encouraged by both their 
managers and HRM to participate more 
intensively in the performance management 
process, more especially in relation to the 
setting of key performance areas, associated 
SMART goals and the compilation of 
portfolios of evidence of performance.

• Th at a wider range of assessment techniques is 
used involving a range of relevant assessors in 
evaluating performance, and that evaluations 
take place more frequently. In this respect, 
technology could be utilised to prompt more 
regular and structured feedback between 
supervisors and employees. 

• Th at management, in conjunction with HRM, 
reconsider reward and recognition strategy 
and practices and ensure their alignment 
with ongoing performance management and 
performance outcomes that are clearly linked 
to organisational priorities. 

LIMITATIONS AND FUTURE RESEARCH 
Th e challenging nature of operating in a complex 
and competitive environment demands future 
research aimed at maximising human capital 
through the deployment of eff ective PMSs. 
In considering possible limitations, the fact 
that bargaining-unit employees were excluded 
from the study, as they were not subjected 
to Transnet Engineering’s PMS is noted. It is 
deemed appropriate for future research in SOEs, 
including in Transnet Engineering, to investigate 
the viability and benefi ts of implementing 
a system for employees whose salaries and 
other conditions of service are determined by 
collective bargaining. Organisational success is 
dependent on the endeavours of all employees 
and, as such, alignment of their performance with 
organisational objectives is imperative.

CONCLUSION
In this study, the perceptions of non-bargaining-
unit employees of a PMS used at a SOE, 
Transnet Engineering, were explored, to 
inform improvement of overall organisational 
eff ectiveness. Transnet Engineering, like other 
SOEs, faces challenging market realities and 
operates in a highly and increasingly competitive 
environment. An eff ective PMS is identifi ed as 
a key driver in guiding Transnet in maintaining 
a competitive advantage. According to the 
literature reviewed, performance management 
is described as a complex phenomenon, the 
success of which is infl uenced by a number of 
factors including key role players, the eff ective 
implementation of various components of and 
activities in the process, and the performance 
criteria measured. In addition, the perceptions 
held by employees, which, in this case, included 
supervisors and middle level managers, as well 
as the challenges highlighted, need to be borne 
in mind when designing and implementing 
PMSs. Th ese challenges, which largely centre on 
fairness, transparency and open communication, 
suggest the importance of establishing goals that 
are mutually acceptable to all stakeholders at 
the beginning of the performance period, and 
furthermore ensuring that ongoing feedback is 
provided to employees about their performance.
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ABSTRACT 
Organisations in South Africa, in accordance 
with the national mandate on transformation, 
are on a trajectory towards creating an equal 
society, where citizens of all races and gender, 
including those with disabilities, have equal 
access to work and opportunities for growth 
and development. Diff erences in perceptions 
of how well organisations meet this mandate 
for transformation could have implications for 
employee behaviour as well as for organisational 
performance.

Th is paper reports on employee perceptions 
of compliance-based diversity management 
practices implemented in organisations in South 
Africa. Th e purpose of the study was to determine 
whether employees, based on race, gender and 
position, had similar perceptions of the extent to 
which compliance-based diversity management 
practices were implemented in the workplace.

A web-based survey was conducted at seven 
selected TOPCO 500 companies. Th e results 
were quantitatively analysed and revealed that, 
even though organisations were perceived 
to implement compliance-based diversity 
management practices, diff erences existed in 
how these practices were perceived by employees 
based on their race, gender and position. Th e 

results therefore demonstrate that organisations 
should be sensitive to employees’ perceptions and 
expectations of diversity management practices 
and improve communication to demonstrate 
progress and obtain support for diversity 
initiatives.

Keywords: Diversity management; diversity; 
employment equity; race and gender 

INTRODUCTION 
Social identity theory plays a prominent role in 
employees’ perception of their work environment. 
Th is theory refers to how individuals identify 
with specifi c groupings, categorise themselves 
accordingly, and adopt common perceptions 
held by that grouping (Kim, Lee, & Kim, 2015). 
Shared values between group members based on 
demographics such as gender and race, may have 
the unintended consequence of social exclusion 
when management in particular are biased 
towards members of their own group and adopt a 
less favourable attitude towards members of other 
groups (Hewstone, Rubin & Willis, 2002; Sheehan 
& Anderson, 2015).

Social exclusion based on race has been widely 
affi  rmed in literature studies (Ossenkop, 
Vinkenburg & Jansen, 2015). Labelle, Francoeur 
and Lakhal (2015) further explain that women 
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also continue to be excluded in corporate 
governance structures. In addition, Ashley and 
Empson (2017) state that social exclusion in 
elite professional service fi rms is rife. In some 
instances, recruitment drives are conducted at 
highly accredited and renowned institutions of 
higher learning, thus perpetuating social closure 
(Tomaskovic–Devey, 2014). When there is no 
or restricted access to information or resources, 
chances are that members of the outward group 
will not survive. Social exclusion occurs when 
organisational members who are dominant act 
as gatekeepers when it comes to the distribution 
and sharing of resources (Tomaskovic-Devey & 
Skaggs 2009). Kim, Lee and Kim (2015) further 
state that the outcome of social grouping in a 
male dominated environment is that males tend 
to have more leverage on resources and yield 
more power in terms of decision making, while 
female employees who are mostly in minority are 
discriminated against.

Giving that certain cohorts of employees could 
either form part of an inward or outward group, 
and have varying exposure to resources and 
information, it can be assumed that they will have 
diff ering perceptions of the extent to which their 
organisations are addressing the management 
of diversity (Velten & Lashley, 2018) and the 
eff ectiveness of compliance-based diversity 
management interventions (Baker, 2019). 
Th is study therefore measured perceptions of 
employees based on their membership to specifi c 
groups. Demographic variables included in this 
study for measuring respondents’ perceptions, 
were race, gender and position in the organisation.

Perception is defi ned is a cognitive and 
psychological process of giving meaning to events 
in the environment. Perception is infl uenced by 
characteristics of the perceiver (e.g. age, gender 
and race), the object/event (e.g. compliance-based 
diversity management practices) and the situation 
(e.g. the South African socio-political and legal 
context) (Berg, Botha, Kiley & Werner, 2018). 
In addition, perception is considered a cognitive 
and psychological process, with consequences for 
behaviour.   Th e study is therefore signifi cation 
because if selected cohorts of employees have 
diff ering perceptions of diversity management 
practices and are not satisfi ed with the eff orts of 

the organisation towards diversity management, 
it may infl uence their motivation and satisfaction, 
and more so if they are managers who need to 
lead others. Failure to meet the expectations 
of the employees could result in dissatisfaction 
with the organisation, a lack of engagement and 
the inability of the organisation to retain key 
employees (D’Netto, Shen, Chelliah & Monga, 
2014).

RESEARCH PURPOSE AND OBJECTIVES 
Th is study investigated the perceptions of 
employees at South African organisations of 
the compliance-based diversity management 
practices in their organisation. Th e purpose of 
the study was to determine whether employees, 
based on race, gender and position, had similar 
perceptions of the extent to which compliance-
based diversity management practices were 
implemented in their workplace.

Th us, the primary objective of the study was 
formulated as follows:

To determine the extent to which employees 
at South African organisations, based on 
selected demographical factors, believe their 
organisations implement compliance-based 
diversity management practices.

Th e secondary objectives were:

• To measure the perceptions of employees, 
based on race, of the compliance-based 
diversity management practices in their 
organisations; 

• To measure the perceptions of employees, 
based on gender, of the compliance-based 
diversity management practices in their 
organisations; and

• To measure the perceptions of employees, 
based on position, of the compliance-based 
diversity management practices in their 
organisations.

LITERATURE OVERVIEW 
South African organisations are mandated 
to comply with employment equity related 
legislation, but in addition, can also implement 
additional diversity management initiatives on a 
voluntary basis. Th e theoretical study presented 
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here focuses on practices for promoting 
employment equity in the workplace, including 
compliance to legislation, targeted recruitment 
and selection strategies, ensuring justice and 
fairness, promoting women, and practices aimed 
at promoting conducive racial relations.

Compliance to employment equity legislation – 
employment equity and affi  rmative action 
Th e Employment Equity Act, No 55 of 1998 
(Department of Labour, 1998), is part of the South 
African legislative framework that seeks to address 
the injustices of the past. Th e Act was founded 
on the principles of affi  rmative action policies. 
Affi  rmative action policies originated from the 
United States of America and were designed for 
the purpose of providing equal opportunities 
to designated groups in the workplace (Agócs 
& Burr, 1996). Th e Employment Equity Act, 
No 55 of 1998 (Department of Labour, 1998), 
prohibits discrimination and requires employers 
to implement affi  rmative action measures based 
on employment equity plans. Th e act presents 
strategies on how diversity management should 
be implemented in the workplace. Th e act also 
makes provision for the establishment of a 
commission for employment equity that reports 
on the progress made in terms of the prescriptions 
of the act. Th is legislation has a direct impact on 
all sectors of employment and contains affi  rmative 
measures that are meant to advance employment 
equity in the workplace.

Th e act urges companies to aim for equal 
representation in terms of race, gender and 
disability. Under the act designated groups, 
including Blacks, women and people with 
disabilities, enjoy preferential treatment. White 
males, on the other hand, fall outside of the 
designated groups as they are presumed to have 
been benefi ciaries of preferential treatment in the 
past (Verbeek, 2011).

Th e issue of preferential treatment for 
appointments with the purpose of creating 
equity is oft en strongly debated and juxtaposed 
with appointments based on merit. Susskind, 
Brymer, Kim, Lee and Way (2014), for example, 
mention that a selection process in which equity 
is a major consideration, is oft en being branded 
as a process focusing on what people are instead 

of what they are being capable of. Considering 
that employment equity in South Africa is mostly 
aimed at people from the designated groups, with 
a strong possibility that white male applicants 
may be excluded during selection processes, and 
the relative meaning of ‘merit’ coming into play; 
there is potential for diff ering perceptions in 
terms of the diversity management practices in 
organisations.

Targeted Recruitment and Selection Strategies 
Recruitment and selection strategies play 
a major role in improving diversity in the 
workforce (Stredwick, 2014). For example, it 
is suggested that recruitment sources should 
be broad enough to impose a large pool from 
where potential candidates from the designated 
groups can be selected. Specialised recruitment 
agencies and creative recruitment strategies 
are deemed useful in this respect (Appelbaum, 
Habashy, Malo & Shafi q, 2012). In addition, 
companies could capitalise on retirements and 
resignations to achieve their employment equity 
targets (Guajardo, 2015). Companies should 
also review job specifi cations, as well as their 
shortlisting and interviewing procedures, to 
prevent discrimination based on race, gender and 
disability (Stredwick, 2014).

Ensuring justice and fairness 
Th e occurrence of discrimination in the workplace 
implies that employees are not treated equally, and 
that there is injustice and unfairness (Sheaff er, Levy 
& Navot, 2018). Perceptions of discrimination are 
associated with low morale, confl ict and a high 
rate of turnover. In South Africa, regulations and 
laws that perpetuate racial, gender, disability and 
any form of discrimination were outlawed in 1994 
and replaced with employment equity laws and 
affi  rmative action. Affi  rmative action strategies are 
geared towards the elimination of discriminatory 
practices in the workplace (Manoharan, Gross 
& Sardeshmukh, 2014). Th e contention is that 
employees should be trained and taken through a 
process that creates an understanding of the laws 
that impact relationships. Previous studies on the 
perceptions of employees on anti-discrimination 
delivered neutral responses, signalling a lack 
of a deep understanding of the laws and their 
intentions. (Zulu & Parumasur, 2009). However, 
Mamman, Kamoch and Bakuwa (2012) highlight 
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that discrimination in the workplace also results 
from diff erent values and beliefs that may lead to 
negative outcomes. Th ese authors use the example 
of exclusion based on gender and race which is 
perpetuated through the selective allocation of 
resources and which then results in confl ict and 
broken relationships. Affi  rmative action alone 
may not be enough to eliminate discriminative 
practices and it is therefore important that shared 
values and beliefs are determined and created.

Ely and Th omas (2001), referring to diff ering 
perspectives on the value that diversity brings to an 
organisation, point out that diversity leads to less 
stereotyping and therefore more fairness; diversity 
opens access to resources, and lastly, diversity 
is a source for learning, change and renewal. As 
such, creating diversity becomes a mechanism 
for greater justice and fairness. However, by 
their very nature structural arrangements in 
organisations engender inequality (Holck, 2018). 
Senior managers in organisations may be more 
informed about organisational processes than 
employees at the lower level positions and their 
perceptions about the environment may thus 
diff er. In a similar study, Romani, Holck and 
Risberg (2019) discovered that even though senior 
managers showed commitment and tolerance 
towards implementing diversity management 
strategies, employees at the lower level positions 
were unconvinced.

Practices aimed at promoting women in the 
workplace 
Wittman (2012) states that women are more 
likely to experience discrimination in the 
workplace than men. Th e advancement of 
women in the South African workplace has been 
accelerated since the advent of its democracy, 
yet women, and especially Black women, remain 
underrepresented. Th e tendency is to relegate 
women into lower paying job categories in the 
market, with lower status and autonomy (Amis, 
Munir, Lawrence, Hirsch & McGahan, 2018). 
Th is is also aggravated by subjecting women to 
the ‘glass ceiling’ eff ect, which is defi ned as an 
artifi cial, discriminatory barrier that prohibits 
women from ascending to the higher echelons 
of the organisation (Berry, 2013). Occupational 
segregation is still prevalent where women tend 
to be concentrated in lower paid sectors.

Th e International Labour Organization (ILO) 
(2019) indicates that inequalities continue to be 
perpetuated against women. Th e report for the 
ILO states that, despite signifi cant progress in 
addressing the plight of women in the workplace, 
there are still substantial gender gaps in terms 
of employment and decision-making. Women 
continue to be underrepresented in company 
boardrooms (Cumming, Leung & Rui 2015: 
1572; Warner, Ellman & Boesch, 2018) despite a 
signifi cant improvement in the employment rate. 
Some of the initiatives implemented by companies 
to promote women include workshops on 
leadership and leadership roles, special funding 
for promoting women in engineering and science 
professions, as well as coaching and mentoring. 
Employee perceptions on the implementation of 
diversity management practices in the workplace 
diff er depending on the context. Otaye-Ebede 
(2018) attributes this to a lack of properly defi ned 
scales to assess and measure the perceptions of 
employees.

Practices aimed at promoting racial relations 
Race relations in the workplace is oft en hampered 
by the racial demographic segregation of 
communities in South Africa, which potentially 
encourages self-categorisation in social gatherings. 
Self-categorisation is not a problem per se, but 
it can be a breeding ground for discrimination 
in instances where one group is favoured above 
another, thus leading to racial prejudice (Collins, 
2012). Sound race relations in the workplace 
can be promoted through diversity training that 
provides information on appreciating and valuing 
each other’s diff erences and similarities.

RESEARCH METHODOLOGY 
A positivistic paradigm, with a quantitative 
research approach was followed. A web-based 
questionnaire with a Likert-type scale, ranging 
from strongly disagree to strongly agree, 
was administered. Th e questionnaire elicited 
biographical data based on race, gender and 
position as well as on perceptions of the extent 
to which compliance-based management 
practices were evident in organisations. Variables 
were placed into two separate sections of the 
questionnaire, namely demographic information 
and compliance-based diversity management 
initiatives. Th e code values were 1=strongly 
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disagreed; 2= Disagreed; 3=Neutral; 4=Agree 
and 5=Strongly agree. Th e questionnaire was 
adapted from a University of Stellenbosch 
(2012) questionnaire and a US Department of 
Commerce (2000) document. Th e Cronbach 
alpha calculated to measure the reliability of the 
questionnaire delivered alphas ranging from 0.62 
to 0.77. A Cronbach’s alpha coeffi  cient of 0.80 and 
above is considered excellent, 0.70 to 0.79 good, 
0.60 to 0.69 acceptable, 0.50 to 0.59 poor and 
<0.50 as unacceptable, (Gravetter and Wallnau, 
2000). Table 1 shows Cronbach alpha test results 
of compliance-based diversity management 
initiatives.

Sampling and population 
To identify suitable companies to participate 
in the study, an interval or systematic sampling 
approach was adopted. Companies were selected 
from the TOPCO 500 South Africa’s Best 
Managed Companies (TOPCO MEDIA, 2014). 
Th e fi rst company was chosen randomly and 
thereaft er every 10th company was included in the 
sample (Crossman, 2018). Of the 50 companies 
identifi ed from the list, seven agreed to participate. 
Th e research was open to all employment levels 
within each company. Th e questionnaire solicited 
responses from CEOs, COOs, senior managers, 
line managers, ordinary employees and other 
professional employees within the participating 
companies. A total of 344 respondents completed 
the questionnaire.

Limitation of the study 
Th e sample size of the study does not provide 
an eff ective means to generalise on the results, 
however the study makes an important 
contribution in the academic discourse on the 
literature of diversity management, particularly 
in South African context.

Methods of data analysis 
Data obtained from the study was analysed 
using STATISTICA version 13. Descriptive and 
inferential statistical methods were utilised. 
Inferential statistics analysis tests included 
MANOVA, ANOVA, and Post hoc tests (Tukey 
HSD). Th e purpose of the MANOVA test was to 
establish whether diff erences existed in responses 
to the variables based on race, gender and 
position in the organisation. Th e ANOVA test 
ascertained between which variables diff erences 
existed if diff erences were noted. Th e Post hoc 
tests established the practical signifi cance of 
diff erences.

Table 2 presents the main compliance-based 
practices reported on in this paper and the 
operationalisation of each.

FINDINGS 
Findings related to compliance-based diversity 
management practices based on biographical 
data (race, gender and position) are presented. To 
this eff ect, the biographical data is fi rst presented 
(Tables 3-5; Chart 1).

TABLE 3: RACE 
Race Frequency Percentage
Black 184 54
Coloured 40 12
Indian 28 8
White 72 21
Other 8 2
Prefer not to 
answer 12 3

Total 344 100

Most respondents were Black (54%), followed by 
White (21%), Coloured (12%) and Indian (8%). 
Th e Statistics South African 2016 Community 

TABLE 1: CRONBACH ALPHA TEST RESULTS

 COMPLIANCE-BASED DIVERSITY MANAGEMENT 
INITIATIVES

Cronbach 
alpha

Average 
inter item 

correlation
1. Employment Equity and Affi  rmative Action 0.74 0.49
2. Promoting women 0.62 0.36
3. Promoting justice and fairness 0.77 0.53
4. Recruitment and selection 0.67 0.41



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

843

Survey indicates that 44.9 million (81%) of the 
country’s population were Black, 4.9 million 
Coloured (9%), 4.5 million White (8%) and 1.4 
million (3%) Indian.) Th ough the sample did not 
refl ect these statistics, all racial categories were 
represented. Th e race categories are according to 
the Employment Equity Act, Act no. 55 of 1998.

TABLE 4: GENDER
Gender Frequency Percentage
Female 171 50
Male 173  50.29
Total 344 100

Th e results for gender are relatively aligned with 
the Statistics South Africa 2016 Community 
Survey which put gender demographics in South 
Africa at 25.2 million (50%) males and 27 million 
(50%) females.

No executive managers (CEO, COO and MDs) 
participated in the study. Th e sample comprised 
of senior managers (17%), line managers (33%), 
assistant managers (6%) and employees (28%), 
with 15% of the sample having indicated ‘other’. 
Table 5 presents the means scores for compliance-
based diversity management practices based on 
race, gender and position.

A MANOVA test indicated that statistically 

signifi cant diff erences were detected for responses 
based on race (Wilk’s Lambda=0.79; p=0.00) 
while the subsequent ANOVA analysis extracted 
statistically signifi cant diff erences (p<0.05), based 
on race, for Employment Equity and Affi  rmative 
Action, Promoting Women, Promoting Justice 
and Fairness, and Recruitment/Selection. Tukey 
HSD results presented in Table 6 show diff erences 
of practical signifi cance for Employment Equity 
and Affi  rmative Action, based on race.

For Employment Equity and Affi  rmative Action, 
signifi cant practical diff erences (p ≤ 0.05) of 
medium eff ect (Cohen’s d =0.69) were found in the 
results for Black and White respondents. White 
respondents, with an aggregate mean of 4.04 were 
more of the opinion than their Black counterparts 
(mean=3.46) that their organisations adopted 
Employment Equity and Affi  rmative action as 
diversity management strategies. Tukey HSD 
results presented in Table 7 show diff erences of 
practical signifi cance for Promoting Women, 
based on race

Comparing the mean scores for Promoting 
Women, it can be seen that there was only a 
statistically signifi cant (p=0.0230) diff erence 
between the responses obtained from Black 
respondents (mean=3.46) and White respondents 
(mean=3.92). Th is fi nding is of small practical 

TABLE 2: COMPLIANCE-BASED DIVERSITY MANAGEMENT PRACTICES: OPERATIONALISATION OF 
FACTORS

Employment Equity and 
Affi  rmative Action

• Comprehensive employment equity plan implemented.
• Formal talent development process for designated groups.
• EE committee monitors and reports on EE targets.

Promoting Women
• Plans implemented for recruiting women.
• Sexual harassment policy implemented.
• Mentoring programmes for women.

Promoting Justice and 
Fairness

• Elimination of discrimination.
• Honest reporting on equity.
• Coaching and mentoring for fast tracking employees from designated 

groups.

Recruitment and 
Selection

• Preference to candidates from designated groups during selection 
and employment.

• Retirements and resignations used for improving equity targets.
• Specialised recruitment agencies used to recruit more candidates 

from designated groups.
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CHART 1: POSITION 

TABLE 5: TOTAL MEAN SCORES FOR PERCEPTIONS OF COMPLIANCE-BASED DIVERSITY 
MANAGEMENT PRACTICES BASED ON BIOGRAPHICAL DATA

MAIN FACTORS
Employment Equity 

and Affi  rmative 
Action

Promoting 
Women

Promoting 
Justice and 

Fairness

Recruitment 
and Selection

BIOGRPAHICAL DATA
Race
Black 3.46 3.60 3.07 2.96
Coloured 3.70 3.81 3.46 3.36
Indian 3.87 3.81 3.50 3.64
White 4.04 3.92 3.88 3.76
Gender
Female 3.55 3.47 3.25 3.16
Male 3.75 3.94 3.39 3.32
Position
Line manager 3.55 3.74 3.18 3.20
Senior manager 3.99 3.81 3.69 3.53
Assistant 
manager 3.70 3.68 3.15 3.07

Employee 3.49 3.65 3.21 3.07
Other 3.70 3.63 3.45 3.40
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signifi cance (d=0.39) but refl ects that White 
respondents with a mean score of 3.92 agreed 
more that their organisations promoted women. 
Th e measure on Promoting Women includes 
the implementation of specifi c plans to recruit 
women regardless of race, the elimination of 
sexual harassment and mentoring programmes 
provided for all women in the workplace. Th is is 
in line with the provisions and prescripts of the 
Employment Equity Act, no.58 of 1998. Tukey 
HSD results presented in Table 8 show diff erences 
of practical signifi cance for Promoting Justice/
Fairness, based on race.

When the mean scores of Promoting Justice 
and Fairness are compared, it can be seen that 
there was only a statistically signifi cant (p = 
0.000) diff erence between the responses from 
Black respondents (mean = 3.07) and White 

respondents (mean = 3.88). Th is fi nding is of 
large practical signifi cance (d = 0.88), showing 
that White respondents agreed more than Black 
respondents (mean = 3.07) that their organisations 
promoted justice and fairness. Th is means that 
the factor of Promoting Justice and Fairness 
through the elimination of prejudice as required 
by EE was followed. It also means that the equity 
plan of the company gives a true refl ection of its 
current equity profi le. Mentors and coaches are 
appointed to fast-track talent from employees of 
the designated groups, as required by the EEA 
(Employment Equity Act, No. 55 of 1998).

As illustrated in Table 9, the Tukey HSD test 
revealed signifi cant diff erences in the responses 
obtained from Black respondents in comparison 
to the other three race groups. It is evident that 
there were statistically signifi cant (p = 0.0338) 

TABLE 6: TUKEY HSD–EMPLOYMENT EQUITY AND AFFIRMATIVE ACTION, BASED ON RACE 
Tukey HSD test: Employment Equity and Affi rmative Action

  {1} {2} {3} {4}

Black {1} Cohen’s d
0.69 (Medium)

Coloured {2} 0.3647
Indian {3} 0.0791 0.8466
White {4} 0.0000* 0.1654 0.7927

*Diff erences of practical signifi cance

TABLE 7: TUKEY HSD: PROMOTING WOMEN, BASED ON RACE
Tukey HSD test: Promoting Women

  {1} {2} {3} {4}
Black {1}   0.39 (S)
Coloured {2} 0.4367  
Indian {3} 0.5640 1.0000  
White {4} 0.0230* 0.9056 0.9341  

*Diff erences of practical signifi cance

TABLE 8: TUKEY HSD–PROMOTING JUSTICE/FAIRNESS, BASED ON RACE

Tukey HSD test: Promoting Justice/Fairness
  {1} {2} {3} {4}
Black {1} 0.88 (L)
Coloured {2} 0.0729
Indian {3} 0.0959 0.9977
White {4} 0.0000* 0.0869 0.2386

*Diff erences of practical signifi cance
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diff erences in the responses from Coloured (mean 
= 3.36) and Black respondents (mean = 2.96). 
Th is fi nding is of small practical signifi cance (d 
= 46). Th e responses from Black respondents 
also diff ered signifi cantly (p = 0.0004) from the 
responses from Indian respondents (mean = 
3.64). Th is fi nding is of large signifi cance (Cohen 
d = 80). Th ere were also statistically signifi cant 
diff erences (p = 0.0000) in the responses of 
Black respondents (mean = 2.96) and White 
respondents (mean = 4.04). Th is fi nding is of 
large practical signifi cance (Cohen d = 93).

Results based on gender 
A MANOVA test indicated that statistically 
signifi cant diff erences were detected for responses 
based on gender (Wilk’s Lambda=0.89; p=0.00) 
while the subsequent ANOVA analysis indicated 
statistically signifi cant diff erences (p<0.05), based 
on gender, for Promoting Women, but not for 
the other factors tested. Post-hoc tests were not 
required due to the comparison between two 
groups only. Table 10 presents the ANOVA results 
for compliance-based diversity management 
initiatives based on gender.

Th e results presented in Table 5 show that male 
respondents (mean = 3.94) agreed more than 
female respondents (mean = 3.47) that women 

were promoted in their organisations. Table 9 
indicates that the respondents diff ered on one of 
the factors on diversity management initiatives 
based on gender. Of the four variables, practical 
signifi cance was recorded for the variable 
Promoting Women (Cohen’s d = 0.60).

Results based on position 
A MANOVA test indicated that statistically 
signifi cant diff erences were detected for responses 
based on position (Wilk’s Lambda=0.89; p=0.00) 
while the subsequent ANOVA analysis indicated 
statistically signifi cant diff erences (p<0.05), based 
on position, for Employment Equity; Promoting 
Justice and Fairness; and Recruitment and 
Selection. Table 11 presents the ANOVA results 
for position.

Th e mean scores presented in Table 5 show 
that senior manager respondents (mean = 
3.81) agreed more than employee respondents 
(mean = 3.65) that women were promoted in 
their organisations. Post-hoc tests were done 
for Employment Equity and Affi  rmative Action, 
Promoting Justice and Fairness and Recruitment 
and Selection. Post hoc tests were not done for 
the factor of Promoting Women because there 
were no diff erences detected in responses. Th e 
results indicate that employees in all levels 

TABLE 9: TUKEY HSD–RECRUITMENT AND SELECTION, BASED ON RACE

Tukey HSD test: Recruitment and Selection
  {1} {2} {3} {4}
Black {1} 0.46 (S) 0.80 (L) 0.93 (L)
Coloured {2} 0.0338*
Indian {3} 0.0004* 0.5246
White {4} 0.0000* 0.0730 0.9191

*Diff erences of practical signifi cance

TABLE 10: ANOVA RESULTS FOR COMPLIANCE-BASED DIVERSITY MANAGEMENT INITIATIVES, 
BASED ON GENDER

Variables F p Cohen’s d Prac.sign.
Employment Equity Act and Affi  rmative 
Action 3.44 0.0644

Promote women* 3.71 0.0000 0.60 Medium
Promote justice and fairness 1.88 0.1717
Recruitment and selection 2.43 0.1197

*Diff erences of practical signifi cance
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understand that promoting women should be 
prioritised. Tukey HSD results presented in Table 
12 show diff erences of practical signifi cance for 
Employment Equity and Affi  rmative Action, 
based on position.

Statistically signifi cant (p = 0.0162) diff erences of 
medium practical importance (d=0.51) were found 
in the responses received from senior managers 
(mean = 3.99) and line manager respondents 
(mean = 3.55). Statistical signifi cant diff erences 
(p = 0.0057) of medium practical signifi cance 
(d=0.60) were also found in the responses 
obtained from senior manager and employee 
respondents (mean=3.49). Senior manager 
respondents agreed more compared to line 
manager respondents and employee respondents 
that employment equity and affi  rmation was 

evident within their organisations. Tukey HSD 
results presented in Table 13 show diff erences of 
practical signifi cance for Employment Equity and 
Affi  rmative Action, based on position.

Statistically signifi cant (p = 0.0074) diff erences 
of medium practical signifi cance (d = 0.54) were 
found in the responses from senior manager 
(mean = 3.69) and line manager respondents 
(mean = 3.18). Signifi cant diff erences of medium 
practical signifi cance (d= 0.52) were also found in 
the responses from senior manager and employee 
respondents (p = 0.0182). Respondents in senior 
manager position agreed more than respondents 
in line manager position that justice and fairness 
were evident within their organisations. Reported 
in Table 14 are diff erences of practical signifi cance 
for Recruitment and Selection.

TABLE 11: ANOVA RESULTS FOR COMPLIANCE-BASED DIVERSITY MANAGEMENT INITIATIVES BASED 
ON POSITION

Variables F p
Employment Equity and Affi rmative Action* 3.37 0.0100
Promoting women 0.52 0.7181
Promoting justice and fairness* 3.59 0.0069
Recruitment and selection* 2.99 0.0189

*Diff erences of practical signifi cance

TABLE 12: TUKEY HSD–EMPLOYMENT EQUITY AND AFFIRMATIVE ACTION, BASED ON POSITION
Tukey HSD test: Variable–Employment Equity and Affi rmative Action

  {1} {2} {3} {4} {5}
Line man. {1} 0.51 (M)
Snr man. {2} 0.0162* 0.60 (M)
Assist man. {3} 0.9577 0.7068
Employee {4} 0.9894 0.0057* 0.8753
Other {5} 0.8556 0.4006 1.0000 0.6536

*Diff erences of practical signifi cance

TABLE 13: TUKEY HSD–PROMOTING JUSTICE AND FAIRNESS, BASED ON POSITION 
Tukey HSD test: Promoting Justice and Fairness

  {1} {2} {3} {4} {5}
Line man. {1} 0.54 (M)
Snr man. {2} 0.0074* 0.52 (M)
Assist man. {3} 0.9999 0.1798
Employee {4} 0.9995 0.0182* 0.9991
Other {5} 0.4302 0.6686 0.7484 0.5709

*Diff erences of practical signifi cance
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Statistically signifi cant (p = 0.0175) diff erences 
of medium practical signifi cance (d = 0.53) 
were detected in responses obtained from senior 
management (mean = 3.69) and employee 
respondents (mean = 3.07). Senior management 
respondents agreed more than employee 
respondents that recruitment and selection 
practices were utilised as a diversity management 
strategy within their organisation.

Discussion based on race 
Th e results reveal a pattern in the sense that with 
each diversity management initiative, White 
respondents were the group that obtained the 
highest mean score and that this mean score 
diff ered signifi cantly from that obtained from 
Black respondents. Mean scores for Employment 
Equity and Affi  rmative are 4.04 for the White group 
and 3.46 for the Black group. Th e Employment 
Equity Act, No. 55 of 1998 reiterates that Black 
people is a major recipient of compliance-based 
diversity management initiatives and therefore it 
can be expected that White respondents would be 
more sensitive to and observant of organisational 
changes in this regard. It should also be noted 
that, for Recruitment and Selection, the responses 
of Black respondents (2.96) diff ered signifi cantly 
from those of White, (3.76) Coloured (3.36) and 
Indian (3.64) respondents, with the latter groups 
obtaining higher means scores. Th ese fi ndings 
link with the theory of social identity that asserts 
that people of a similar group tend to self-
categorise and communicate more oft en within 
the group (Ayoko, 2007) which may explain 
diff erences in perceptions based on race. Earlier 
studies (Ashforth & Mael, 1989) also found that 
identifi cation with a certain group might stem 
from experiencing failure or success. Oosthuizen 
and Naidoo (2010) also found that the attitudes 

towards and experience in terms of EEA vary. 
Black people who are major benefi ciaries of EEA 
may for instance perceive EE as a strategy for 
redressing past injustices and discrimination, 
whilst White people may view EE as an act of 
reverse discrimination that is accompanied by the 
lowering of standards through the appointment 
of Black people as token appointments.

Coloured and Indian respondents, as members 
of designated groups, may either perceive their 
own appointments as evidence of affi  rmative 
recruitment and selection practices or 
alternatively feel that the groups they belong to 
are not promoted enough in comparison to Black 
people in general. Th e results revealed that of the 
four race groups, White respondents agreed the 
most that their organisations adopted recruitment 
and selection strategies for promoting equity 
and affi  rmative action. Th e EEA stipulates that 
organisations may formulate special measures in 
respect of the prioritisation of employees from 
the designated groups.

Discussion based on gender
For gender, as for race, the results indicated a 
pattern in the sense that male respondents agreed 
more than female respondents on the factors of 
Employment Equity (mean scores for female, 3.55 
and males 3.75), Promoting Justice and Fairness 
(mean scores for females 3.25 and males 3.39), 
Promoting Women (mean scores for females 3.47 
and males 3.75) and Recruitment and Selection 
(mean scores for females 3.16 and males 3.39). It 
therefore appears that males are more sensitive 
than females to various diversity initiatives as these 
initiatives promoted women rather than men. 
In this respect, Ely and Th omas (2001) suggest 
that a more equitable gender representation 
within organisations can decrease stereotypical 

TABLE 14: TUKEY HSD–RECRUITMENT AND SELECTION BASED ON POSITION 

Tukey HSD test: Recruitment and Selection
  {1} {2} {3} {4} {5}
Line man. {1}
Snr man. {2} 0.1646 0.53 (M)
Assist man. {3} 0.9708 0.2775
Employee {4} 0.8150 0.0175* 1.0000
Other {5} 0.7105 0.9352 0.6387 0.2151

*Diff erences of practical signifi cance
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perceptions of women, such as perceptions that 
women are not suitable for certain historically 
male-dominated jobs or positions. By challenging 
stereotypical gender perceptions, men might be 
more thoughtful to strategies aimed at promoting 
women.

Discussion based on position 
Th e results based on position indicated a 
pattern, with senior manager respondents 
generally agreeing more with the statements of 
EEA and AA (mean score for senior managers 
3.81 and employees 3.65), Promoting Justice/
Fairness (mean scores for senior managers 3.69 
and line managers 3.18), Promoting Women 
(senior managers 3.81 and employees 3.65) and 
Recruitment and Selection (senior managers 3.69 
and employees 3.07) than assistant managers, line 
managers and employees. Th e results showed that 
senior manager respondents obtained the highest 
mean scores for three of the compulsory diversity 
management factors measured, namely EEA 
and AA, promoting justice and recruitment and 
selection. Th ese results can be explained within 
the context of Institutional Th eory, which suggests 
that social structures must be understood within 
the context they operate (Yang & Konrad, 2011). 
Institutional Th eory deals with how organisations 
are structured in terms of rules, norms, routines, 
ethics and culture to guide social behaviour (Scott, 
2004). From this perspective, it is possible that 
senior managers, by virtue of their position, have 
a better comprehension of the intended strategies 
for diversity management than employees on 
lower levels in the organisation. Th e results could 
therefore suggest that respondents on lower levels 
in the organisations are not aware of compliance-
based diversity strategies which senior managers 
have incorporated in the strategic planning.

In summary, the results revealed a pattern that 
showed that dominant groups (White, Males 
and Senior Managers) agreed more than the 
previously disadvantaged groups (Black, Females 
or Lower level employees) that compliance-
based diversity management practices were 
evident in their organisation. Higher mean scores 
were consistently recorded for the White, male 
and senior manager groups. Th ese results can 
be explained based on Social Closure Th eory 
(Tomaskovic-Devey & Skaggs, 2009), which 

states that employees who were in power in the 
past are likely to be gatekeepers when it comes 
to the distribution and sharing of resources 
(Tomaskovic-Devey & Skaggs, 2009)

MANAGERIAL AND BUSINESS 
IMPLICATIONS 
Although there were diff erences in the responses 
to the implementation for the diversity 
management initiatives based on promoting 
women; employment equity and affi  rmative 
action and promoting justice and fairness, a 
certain measure of agreement exists in each of the 
initiatives. Th is augurs well for business process 
because when employment equity and affi  rmative 
action are implemented in the workplace, there 
is equality, fairness, and greater diversity in the 
workplace. Promoting women and race relations 
is also important for managerial and business 
stability. A varied demographic composition has 
a potential to increase creativity and strengthen 
the decision-making process, thus contributing 
positively to organisational outcomes (Lauring 
& Selmer 2012). Both race and gender-based 
diversity identities can provide the organisations 
with diff erent types of knowledge and skills that 
can sustain organisational processes (Richard, 
Kirby & Chadwick, 2013). Th e study highlights 
the importance of human resource practices in 
addressing inequality in recruitment; appraisal; 
advancement; and reward practices to improve 
inclusiveness and enhance equal opportunities 
(Shen, Chanda & D’Netto, 2009).

Diversity management entails the enhancement 
of positive working relations in the workplace 
regardless of the diff erences that the employees 
may have. Previous research (Hellriegel, Slocum, 
Jackson, Louw, Staude, Amos, Klopper, Louw, 
Oosthuizen, Perks & Zindiye, 2017) confi rmed 
that companies that implement diversity 
management practices are more likely to attract 
customers; attract employees; and increase 
business opportunities, thereby obtaining a 
competitive advantage.

CONCLUSION 
Th e diff erent perceptions on the implementation 
of compliance-based diversity management 
initiatives based on race, gender and position 
within organisations illustrate that organisations 
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are implementing diversity initiatives but do not 
yet conform to the expectations of previously 
excluded demographic groups. Th e results of the 
study confi rm a need for diversity management 
awareness programmes to ensure an alignment 
of thought processes regarding communication 
and building relations across racial or gender 
lines. Furthermore, the process of diversity 
management is not only reliant on legal 
compliance. Organisations that have the capability 
to undertake voluntary diversity management 
initiatives are said to have stability, less confl ict 
and less discrimination. Organisations have both 
a moral and business obligation to implement 
diversity management initiatives in order to 
provide equal opportunities and a positive 
working environment for all employees. In 
conclusion, the diff erent perceptions as revealed 
in the study clearly indicate the need for careful 
planning in the implementation of diversity 
management initiatives.
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ABSTRACT 
To be competitive, it is essential that human 
resource management meets the needs and future 
needs of line management in the workplace. It is, 
however, not clear how line management views 
the future of human resource management. 
Th e aim of the research was to investigate line 
management’s views of the future of human 
resource management. Th is was done within 
the South African context. A new questionnaire 
was developed. Face validity, construct validity, 
convergent validity and internal reliability of 
the questionnaire were ensured. A principal axis 
factor analysis, Pearson correlation analysis and 
analysis of variance were conducted to analyse the 
data. Factors relating to line management’s views 
of the future of human resource management 
identifi ed in this study were analytical skills, future 
workspace and employment relations. Positive 
statistical relationships existed between analytical 
skills, future workspace and employment 
relations. Th ere were no signifi cant diff erences 
in how fi rst-line management, middle-line 
management and top management viewed the 
future of human resource management. Based 
on the fi ndings, interventions can be proposed to 
assist human resource managers to be prepared 
for the future world of work.

Key words: Analytical skills, Employment re-
lations, Future workspace, Future human re-
source management 

INTRODUCTION 
Human resource management (HRM) should 
meet the needs as well as the future needs of 
line management in the workplace in order 
to prepare for the future world of work. Th e 
future of work is not a fi xed state; it is aff ected 
by the decisions we make along the way and by 
unforeseen events such as a political instability 

and social challenges. Th e importance of HRM 
has become greater during the past few years due 
to the increasing need for organisations to be 
more dynamic and competitive (Tarţa, 2015). Th e 
involvement of automation processes and the use 
of robots in the fourth industrial revolution have 
necessitated management to rethink and improve 
issues related to human resources (HR) to ensure 
organisational performance (Pandian, 2018). 
A new set of skills is therefore inevitable. Th e 
following statement made by Ulrich (1998:10) is 
still relevant today:

“… the primary responsibility for transforming 
the role of HR belongs to the CEO and to 
every line manager who must achieve business 
goals. Th e reason? Line managers have ultimate 
responsibility for both the processes and the 
outcomes of the company.”

It is therefore essential that HR managers are 
aware of their line managers’ views about the 
future of HRM. To prepare for the future of work, 
HR managers should know which factors relate to 
the future of HRM.

Th e future of HRM model of Boudreau (2015, 
2016) consists of the exponential pattern of 
technology change, social and organisational 
reconfi guration, all-inclusive, global talent 
market. Th is model also accentuates analytical 
skills, employment relations and future workspace 
that are essential and this concurs with the study 
about the future of work of Schultz (2017). It is, 
however, not clear how line management views the 
future of HRM in terms of how analytical skills, 
employment relations and future workspace and 
whether there is a link between analytical skills, 
employment relations and future workspace in 
the South African context.

Workspace is an input factor, supporting the 
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organisation to fulfi l its mission (Kämpf-Dern 
& Konkol, 2017). Analytics involves an insight 
into what has happened, explains it and aims to 
predict what might happen in the future (Van den 
Heuvel & Bondarouk, 2017). Data-driven insights 
are needed to improve the workplace (Harris & 
Craig, 2011). Th e new workplace is digital- and 
business-oriented, as opposed to the mechanical 
manufacturing nature of the traditional workplace 
(Chernyak-Hai & Rabenu, 2018).

Th is means that business knowledge and skills 
are needed to understand how analytics can be 
used to create business value are essential (Harris 
& Craig, 2011). Th e newness of having and using 
data to inform and even predict HR outcomes is 
powerful and has already created a compelling 
call to action for HR mangers (Fernandez, 2019).

Another action that HR managers must take is to 
improve employment relations. Karanika-Murray 
and Michaelides (2015:238) state that “there is 
little, if any, research on how inherently healthy 
and motivating workplaces can be developed”. 
Employment relations refer to the relationships 
between co-workers, teammates and supervisors 
in the workplace (Sahoo & Sahoo, 2018). 
Healthy employment relations are necessary for 
satisfactory organisational performance and 
for the employees to feel engaged (Tansel & 
Gazîoğlu, 2014) in the organisation. Ensuring 
positive relations with the employees can deliver a 
motivated, satisfi ed and productive workforce to 
challenge the dynamism of competition (Sahoo 
& Sahoo, 2018). How workers engage in new 
forms of employment relations is challenging not 
only for employers, but also for governments and 
society at large (Lansbury, 2018).

PROBLEM INVESTIGATED 
To be competitive, it is essential that HRM meets 
the needs and future needs of line management 
in the workplace. Th ere is little, if any, existing 
research about line management’s views of the 
future of HRM in the South African context. It 
is unclear what the views of line management are 
of the future of HRM in terms of analytical skills, 
employment relations and future workspace. 
HR managers are therefore not sure about what 
matters to focus on in order to prepare for the 
future of HRM. Furthermore, a relationship 

between analytical skills, employment relations 
and future workspace is not known. Th ese 
aforementioned problems matters lead to the 
research gap of this study.

RESEARCH OBJECTIVE 
For the purpose of this paper the future of 
HRM related to the following factors: analytics, 
employment relations and future workspace 
due to the fact that these three factors were 
highlighted in the research fi ndings of the future 
of HRM model of Boudreau (2015, 2016) and 
the future of work study of Schultz (2017). Th is 
current study therefore aimed to investigate the 
perception of line managers of the future of HRM 
in terms of analytical skills, employment relations 
and future workspace. Th is study also aimed to 
investigate the perception of line managers of the 
future of HRM in terms of how analytical skills, 
employment relations and future workspace 
are related as well as to determine if there were 
signifi cant diff erences in the views of the fi rst-line 
managers, middle managers and top managers 
about the future of HRM.

LITERATURE REVIEW 
As organisations push on into the future and 
adapt to new realities, HR managers should stay 
abreast of changes to prepare for the future world 
of work. HRM therefore involves continuous 
improvement of employee activity to achieve 
the mission and objectives of an organisation 
(Tarţa, 2015). With this continuous improvement 
in mind, it is essential that HR managers are 
informed of line management’s views about the 
future of HRM. Th ese views can be organised as 
certain factors to assist HR managers with the 
preparation for the future world of work.

Th e recent technological change, also referred 
to as the fourth industrial revolution, includes 
introducing robotics, artifi cial intelligence, 
nanotechnology, quantum computing, 
biotechnology, the Internet of Th ings and 
3D printing. As a result of this technological 
change, organisations need to adapt to increase 
productivity (Pandian, 2018). Th e effi  ciency of 
HRM should therefore also receive the necessary 
attention. Tarţa (2015) states that the effi  ciency of 
HRM within an organisation can be approached 
from two points of view. Firstly, the direct eff orts 
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of the company to make the management system 
work and to improve it as well as its direct eff ects; 
secondly, a broader sense as determined by the 
eff orts and results arising from the activity of 
the organisation as a whole. Tarţa (2015:88) also 
mentions that the following factors infl uence 
HRM:

“Th e motivational structure of employees and 
collaborators; their values and oscillation; 
internationalization; the political and social 
context; the labor market; the level of information; 
the organization; the market dynamics; 
developments in technology.”

Th e future of HRM model of Boudreau (2015, 
2016) entails the following:

• Exponential pattern of technology change: 
Th e rapid adoption of robots, autonomous 
vehicles, commoditised sensors, artifi cial 
intelligence and global collaboration renew 
the re-thinking of work. 

• Social and organisational reconfi guration: 
Increased democratisation of work will shift  
away from the hierarchy toward more power-
balanced organisations and communities, 
built upon employment relationships and 
project-based relationships. 

• A truly connected world: Th e world will 
be increasingly connected through mobile 
personal devices and the cloud, empowering 
work to be done from anywhere. Future 
workspace is therefore of the essence. 

• All-inclusive, global talent market: Extreme 
longevity will allow mature talent to work 
longer, and female and non-white ethnicities 
will become talent majorities.

• Human and machine collaboration: Advances 
in analytics, algorithms and automation 
will continue to improve productivity and 
decision-making.

According to Schultz (2017), futurists agree 
that analytical skills, employment relations and 
future workspace are essential in the future of 
HRM. Analytical skills, employment relations 
and future workspace also form part of the above 
model of Boudreau (2015, 2016). Against this 
backdrop, the future of HRM is discussed under 

the headings: analytical skills, future workspace 
and employment relations.

Analytical skills 
Following the lead of the marketing department, 
the HR function is also becoming increasingly 
data-driven. HR departments have more data 
that they can use to drive better decision-making 
and to shape superior employee experiences 
(Summers, 2018). HR analytics can be used to 
help managers and senior leaders to make better 
decisions for the business. Th e opportunities 
created by “big data”, also known as “gig data” 
in HRM, along with the continuous pressure 
for greater eff ectiveness and productivity, have 
renewed calls for more analytical HRM as the way 
of the future. In 2025, there will be a “tsunami 
of big data on virtually every facet of work and 
the workplace” (Boudreau, 2015:46). Managers 
need to anticipate trends and then proactively 
lead change so that organisations can thrive in 
the new world of work. One critical skill will be 
the ability to analyse diverse sources of data and 
develop insights that can guide organisations 
(Boudreau, 2015). Ulrich and Dulebohn (2015) 
state that, with HR analytics, line managers and 
HR professionals can better justify, prioritise and 
improve HR investments.

“Keep ownership and accountability of HR 
analytics with line managers. Line managers are 
the ultimate owners for HR work; they have final 
accountability for what is done and how well it is 
done” (Ulrich & Dulebohn, 2015:202).

HR managers need to anticipate trends and then 
proactively lead change so that organisations 
can thrive in the new world of work. According 
to Boudreau (2015:50), one critical skill will 
be the ability to analyse diverse sources of data 
and develop insights, providing “sense-making” 
with strategic recommendations that can guide 
management.

HR metrics quantify waste in programmes and 
investments (effi  ciency), whether programmes 
deliver the outcomes planned (eff ectiveness), and 
whether those outcomes have a material eff ect on 
the fi rm (impact) (Boudreau & Ramstad, 2007; 
Dulebohn & Johnson, 2013). In contrast, talent 
analytics focus on decision points and guiding 
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investment decisions (Boudreau & Ramstad, 
2007; Fitz-Enz, 2010). Whereas HR metrics 
provide information about “what” is going on, 
talent analytics get at decision-making about 
HR, driven by both good data and good science 
(Boudreau & Ramstad, 2007). Th us, metrics are 
about getting the numbers right, while analytics 
are about fi nding answers in the data (Cascio & 
Boudreau, 2011; Levenson, 2015). Unfortunately, 
for practitioners wishing to deliver:

“Th e implementation of talent analytics places a 
great burden on future HR managers, who need 
to possess sophistication in both the practices of 
HR and the analytical processes needed to employ 
talent analytics” (Fink & Sturman, 2017:24).

Fink and Sturman (2017) further explain that 
a talent analytics team needs to have strong 
business acumen, deep HR content expertise, 
robust statistical and methodological depth, and 
well-informed data systems capabilities.

Future workspace 
Th e importance of workspace design and spatial 
features has recently been emphasised in corporate 
business literature, but the volume of literature on 
this topic available from peer-reviewed journals 
is still limited. As organisations are evolving, 
so is the nature of work. Heerwagen, Kelly and 
Kampschroer (2010) posit that the structure, 
content and process of work have changed, and 
work is now more:

• team-based and collaborative; 
• dependent on social skills;
• dependent on technological competence;
• time pressured; and
• mobile and less dependent on geography.

Harris (2016:7) states that:

“Flatter and more agile organisations are 
increasingly staff ed by workers who have 
greater control over their work, who are far 
more independent of ‘place’ than the traditional 
workforce and who are driven less by status, 
hierarchy and traditional reward structures.”

Th e impact of the new industrial revolution 
on the future of work and the workforce is 

mostly about the question of which jobs will 
disappear due to technology (Went, Kremer, 
& Knotternerus, 2015; Frey & Osborne, 2017). 
Automation, robotics and artifi cial intelligence 
are advancing quickly, dramatically changing the 
nature and number of jobs available. HR needs 
to be involved in identifying what roles can be 
automated or robotised and what roles should be 
fi lled by humans (Pandian, 2018).

Lee (2016) found that the three most important 
physical work environmental characteristics 
for companies to produce creative, innovative 
ideas and products or services for growth and 
market competitiveness were balanced layout, 
technology interface for collaboration and 
spaces for idea generation. Agile working, on 
the other hand, focuses on mobility that includes 
not only working away from the offi  ce (at home 
or in “third places”), but also mobility within 
the offi  ce as workers share space and resources 
(Harris, 2016). According to Moultrie et al. 
(2007), the following factors should be taken into 
consideration of workplace planning: physical 
size of spaces, real and virtual teamwork and 
communication, fl exibility, design concepts, such 
as futuristic interior design components, as well 
as IT resources, data and information systems. 
Harris (2016:14) states that:

“Th e design and management of the workplace 
is now much less about the ‘hardware’ of work 
– lift s, air handling, power, partitions and so on; 
and more about the ‘soft ware’ – work enablement, 
support systems and organisational cohesion. 
In short, it is rapidly becoming a resource 
management function.”

Employment relations 
South Africa has the worst labour–employee 
relations in the world, ranking 137 out of 137 
countries, according to the World Competitiveness 
Report 2017–2018 (World Economic Forum, 
2018). Th e traditional employer–employee 
relationship is evolving as the activity of work 
increasingly blurs with home, leisure, health 
and educational needs (Harris, 2016). “How 
workers engage in new forms of employment, 
such as the ‘shared economy’, and exercise 
infl uence over their employment conditions are 
challenges which face not only employers but 
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also governments and society at large” (Lansbury, 
2018:5) Positive employment refers to “positive 
employment that develop among employees” 
(Smith & Diedericks, 2016:527). According to 
Mills, Fleck and Kozikowski (2013), positive 
employment relations are associated with 
compassionate, supportive, engaging and resilient 
behaviours that require high connectivity among 
individuals. Great individuals who do not work 
well together as a team or in their organisation 
will not lead to organisational success (Ulrich & 
Dulebohn, 2015). Employment relations aff ect 
people’s experiences of the purpose of their work, 
heighten their sense of belonging and energise 
them (Asiwe, Rothmann, Jorgensen & Hill, 2017).

Th e workforce has changed dramatically: it is 
increasingly mobile, collaborative and technology 
enabled. Workers have greater control over their 
work, are more independent of “place” and are 
driven less by traditional reward structures 
(Harris, 2016). Much of this change has been 
driven by the ubiquitous nature of technology. A 
key outcome is that the workplace must respond 
to workers who demand choice and fl exibility. 
Technological change has led to a digital or gig 
economy where IT platforms using algorithms 
can replace managers and workers are no longer 
employees, where labour law oft en does not 
apply, and where full-time, stable employment 
is disappearing (Bellace, 2018). Th e challenge is 
to devise a new labour law that focuses on the 
fundamental rights and needs of working people. A 
more highly democratised future is characterised 
by new employment relations that are shorter in 
duration and more company–individual balanced 
(Boudreau, 2015). Despite the potential of virtual 
communication, there will remain the need for 
this to be balanced at people management level 
with face-to-face contact, particularly where 
relations break down. According to Lansbury 
(2018), alternative methods of providing a voice 
and infl uence for employees at their place of 
work should be a natural province of work and 
employment relations specialists. Smith and 
Diedericks (2016) opine that communication is 
therefore of utmost importance in employment 
relations.

While the interaction between employers and 
unions remains a key concern to the fi eld of 

employment, other issues related to people at work, 
employment and organisations are important 
in bringing a broader perspective to the subject 
(Lansbury, 2018). Th e work-related expectations, 
values, attitudes, perceptions and behaviour of 
subordinates can be infl uenced by supervisory 
behaviour in a variety of ways (Robbins & Judge, 
2013). According to Ehlers (2013), the desirable 
social conditions in supervisory relationships in 
an organisation are:

• Trust: Conviction that a relationship partner 
will behave in an expected manner in 
relationship exchanges. 

• Good faith: Constructive pursuit of mutual 
benefi t in relationship exchanges.

• Fairness: Even-handed behaviour in 
relationship exchanges.

• Compliance: Procedural justifi cation of 
behaviour in relationship exchanges.

Lastly, optimal functioning and fl ourishing 
of employees result in an optimally thriving 
organisation, and, to ensure fl ourishing 
individuals and teams, an organisation should 
attend to and improve the quality of relationships 
within the work context (Smith & Diedericks, 
2016).

RESEARCH METHODOLOGY 
A survey research design and a quantitative 
research approach were utilised; the study was 
deductive and cross-sectional in nature.

Participants 
Th e South African Board of People Practice 
(SABPP), one of the professional HR bodies in 
South Africa, was approached in this study. Th e 
members of this board consisted of HR specialists. 
Th e line managers of these SABPP members 
participated in this study and not the SABPP 
members themselves. A census was used and a total 
of 241 managers completed the questionnaires. 
Male respondents accounted for 40.7% (n = 98) 
of the sample, while 58.9% (n  =  142) of the 
respondents were female. With reference to age 
groups, the greatest number of the employees fell 
within the 45–55 years age group (34%; n = 82), 
followed by individuals in the 35–44 years age 
group (25.7%; n = 62). Th ere were 0.8% (n = 2) 
respondents aged 18–24 years; 10.8% (n  =  26) 
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were aged 25–34 years; 24.5% (n = 59) were aged 
54–65 and 4.1% (n = 10) were aged 65 years and 
older. With respect to managerial experience, the 
majority of the respondents had 6 to 10 years of 
managerial experience (21.2%; n = 51), followed 
by 11 to 15 years (18.7%; n  =  45). Th ere were 
16.2% (n = 39) managers with less than 5 years’ 
managerial experience, 17% (n = 41) with 16–20 
years’ experience, 11.6% (n  =  28) with 21–25 
years’ and 15.4% (n = 37) with more than 26 years 
of managerial experience. Lastly, most of the 
respondents were at a fi rst-line managerial level 
(46.9%; n  =  113), followed by middle managers 
(32%; n = 77) and top managers (18.7%; n = 45).

Procedure 
A census was used to send the Survey Monkey 
link of the questionnaire to 1,380 line managers 
of the SABPP members. Th e questionnaire was 
distributed to the respondents via Survey Monkey 
to ensure confi dentiality.

Measuring instrument 
Th e questionnaire was developed based on the 
fi ndings of a Delphi study that was conducted 
to obtain the views of 30 international and 
national futurists about the future of work and 
the future of human resource management 
(Schultz, 2017). Th e following fi ve-point Likert 
scale was used: 1 – completely disagree; 2 – 
partially disagree; 3 – uncertain; 4 – partially 
agree; 5 – completely agree. Content validity was 
determined by using 10 HRM academics who 
reviewed the questionnaire. Th ese academics 
possessed a doctorate degree in HRM and they 
had 5 or more years’ experience as an HRM 
academic. Th ey reviewed the language, structure 
and design of the questionnaire. Face validity was 
ascertained by conducting a pilot test with 20 line 
managers. Th ese managers had 5 or more years’ 
experience as a manager. Construct validity was 
ensured by conducting a principal axis factor 
analysis as shown in Table 1. Convergent validity 
was checked by means of a Pearson correlation 
analysis. Convergent validity was established 
using simple correlations (Tabachnick & Fidell, 
2007), as illustrated in Table 3.  Th e strengths 
of associations between the future workplace, 
analytical skills and employment relations were 
tested by using the Pearson correlation coeffi  cient 
(r). In this study, internal reliability was measured 

by using the Cronbach’s alpha. Th e alpha readings 
are presented in Table 2.

Data analysis 
Th e Statistical Package for the Social Sciences 
(SPSS) version 25.0 was utilised for the statistical 
analyses. Demographic analysis was conducted 
using descriptive statistics. To investigate the 
results, a principal factor analysis (PFA) and 
oblimin with Kaiser normalisation rotation were 
conducted. Th e overarching goal of PFA is to 
identify the underlying relationships between 
measured variables (Norris & Lecavalier, 2009), 
and is commonly used when developing a scale 
(collection of questions used to measure a 
particular research topic) (Fabrigar, Wegener, 
MacCallum & Strahan, 1999). Direct oblimin 
permits correlations among factors while the 
orthogonal rotations constrain factors to be 
uncorrelated (Fabrigar et al., 1999). Th e direct 
oblimin was therefore chosen for this study. Th e 
eigen value above 1 was used and the cut off  
factor loading was 0.40. Th e overall variance of 
the factor model was 58.484%. Preliminary data 
analysis included the frequencies to profi le the 
respondents’ characteristics, and the computation 
of the scale reliability to test internal consistencies 
(Cronbach’s alpha). Pearson correlation analysis 
was used to quantify the strength of association 
among the constructs being investigated in 
this study. Analysis of variance (ANOVA) was 
conducted to determine whether there were 
signifi cant diff erences in the views that fi rst-line 
managers, middle managers and top managers 
had of the future of HRM.

Ethics 
Ethical clearance was obtained from the Tshwane 
University of Technology’s Research Ethics 
Committee. All respondents were assured of 
confi dentiality and anonymity, and participation 
was voluntary.

RESULTS 
Presented in this section are the empirical results, 
which were comprised of the factor analysis, 
Cronbach’s alpha, correlations, means, standard 
deviations and the ANOVA.

Factor analysis 
Th e factor analysis was performed to reduce the 
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items of the questionnaire into factors. Th e cut-off  that was included in the factor loading was 0.40.

TABLE 1: FACTOR ANALYSIS

 

Factor

1 Analytical 
skills

2 Future 
work space

3 Future 
work 

relationships
My HR manager must be able to do a gap analysis 
(a technique to determine what steps need to be 
taken to move from its current state to its desired 
future state).

0,835    

My HR manager must have knowledge of 
fl exibility analysis to improve for example 
innovation, continuous training of its workforce 
and developing collaborative high-trust labour 
relations.

0,776    

I want my HR manager to have future thinking 
skills to take on the challenges of a complex and 
dynamic evolving future landscape.

0,748    

My HR manager must assist the company 
to make better decisions by developing self-
organising teams.

0,692    

My HR manager must have foresight 
(farsightedness) in order to make provision for 
the company’s future needs. 

0,679    

I want my HR manager to be able to use 
techniques such as future wheels (structured 
brainstorming about the future) to assist me with 
making decisions.

0,648    

My HR manager needs to collect information 
in order to identify a pattern to assist with 
predicting future events.

0,642    

My HR manager must be an organisation cultural 
leader with respect to developing a learning 
culture in order to prepare for the future of work.

0,583    

My HR manager needs to prepare the staff  for the 
future world of work by developing their future 
skills such as foresight, innovation and creativity.

0,551    

My HR manager needs to give input into strategic 
issue analysis to address an unresolved future 
event.

0,517    

I expect my HR manager to be resilient in order 
to be able deal with future work. 0,464   0,319

My HR manager must assist the organisation 
with developing new income models to provide 
for security, pension and so forth for the future of 
work.

0,420    



860
WWW.IBC-CONFERENCE.COM

My HR manager must use foresight techniques 
such as environmental scanning to detect changes 
within the environment.

0,398    

My HR manager must advise me on new 
organisational structures such as fl atter, rounder, 
horizontal and collaborative structures to 
prepare for the future workplace.

0,367   0,343

My HR manager must advise me on the 4th 
Industrial Revolution (technological advances 
such as automation, artifi cial intelligence and 
robotics) that will have a profound eff ect on 
new career paths and making other career paths 
redundant.

     

My HR manager must assist me with introducing 
a “third space” or “nomadic workplace” (informal 
public places on neutral ground where people 
gather and interact) in order to decrease square 
meter space at work.

  0,869  

My HR manager must assist me with the future 
offi  ce that may be more hybrid workspaces 
(movable furniture, couches and/or private 
booths) to add variety and individuality to 
current featureless offi  ces.

  0,841  

My HR manager must have a futuristic (ahead 
of times) approach towards the design of 
workspaces.

0,358 0,559  

My HR manager must understand self-
organising systems rather than being vested in a 
management hierarchy in order to prepare for the 
future world of work.

  0,375  

My HR manager must understand hiring in a 
gig-economy (a labour market characterised by 
prevalence of short-term contracts of freelance 
work as opposed to permanent jobs).

     

My HR manager must assist me to redefi ne work 
relationships between the employer and employee 
to fi t future purposes.

    0,800

I expect my HR manager to constantly engage 
with me.      0,701

My HR manager must become future-fi t (more 
focused on what lies ahead than behind).     0,663

My HR manager must develop a strong feedback 
culture to improve relationships between 
management, employees and the HR division.

    0,659

My HR manager needs to understand what 
drives people to do their best at work in order to 
manage talent. 

    0,646

TABLE 1: FACTOR ANALYSIS (CONTINUED)
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Future workplace, analytical skills and 
employment relations were highlighted as the 
three factors in Table 1.

Cronbach’s alpha 
Th e Cronbach’s alpha was determined to check 
the internal reliability of the questionnaire.

TABLE 2: INTERNAL RELIABILITY

Factor Number of 
items

Cronbach’s 
alpha

Analytical skills 14 0.939
Future 
workspace 4 0.867

Employment 
relations 10 0.897

Webb, Shavelson and Haertel (2006) suggest that 
the acceptable level for measuring reliability of 
an instrument is 0.7. Table 2 indicates that all 
alpha readings were above the recommended 0.7 
value. Th e scales used in this study were reliable 

or internally consistent.

Correlation analysis 
A correlation analysis was performed to determine 
if there were positive relations between the three 
variables, which also depicted convergent validity. 
Th e results of this analysis are presented in Table 
3.

It was clear that there were positive relations 
between analytical skills, future workspace and 
employment relations.

Descriptive statistics 
Th e descriptive statistics are illustrated in Table 4.

As seen in Table 4, the diff erent levels of line 
management positively agreed with the statements 
of the questionnaire, which was an indication that 
they viewed analytical skills, future workspace 
and employment relations as part of the future of 
HRM.

My HR manager must assist me with building 
healthy relationships with the younger 
generations entering the workforce who may have 
diff erent work-related ideas.

    0,639

I expect my HR manager to collaborate with all 
the stakeholders (internal and external) in order 
to improve work relationships.

    0,620

I expect my HR manager to master HR metrics 
that is the foundation of HR data analysis.     0,554

My HR manager must have critical thinking skills 
to face the future of work. 0,446   0,489

It is important for me that my HR manager 
needs to change his/her view of hierarchical 
relationships by gaining networking skills.

    0,470

Extraction Method: Principal Axis Factoring. 
 Rotation Method: Oblimin with Kaiser 
Normalization.
a. Rotation converged in 26 iterations.

TABLE 1: FACTOR ANALYSIS (CONTINUED)

TABLE 3: CORRELATION ANALYSIS

Variables Analytical skills Future workspace Employment relations
Analytical skills 1
Future workspace 0.64** 1
Employment relations 0.83** 0.57** 1

** Correlation is signifi cant at the 0.01 level (2-tailed)
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Anova 
An ANOVA was performed to determine whether 
there were signifi cant diff erences in the views that 
fi rst-line managers, middle managers and top 
managers had of the future of HRM.

As seen in Table 5, there were no signifi cant 
diff erences in how fi rst-line managers, middle 
managers and top managers viewed analytical 
skills, future workspace and employment relations 
(all p-values >0.05).

DISCUSSION 
Th e aim of this study was to determine the views 
of line management about the future of HRM. 
To analyse their views, analytical skills, future 
workspace and employment relations were 
identifi ed as factors relating to the future of HRM. 
Positive relationships existed between analytical 

skills, future workplace and employment 
relations. Line management positively agreed 
with the statements of the questionnaire, which 
was an indication that they viewed analytical 
skills, future workspace and employment 
relations as part of the future of HRM. No 
signifi cant diff erences existed in how fi rst-line 
managers, middle managers and top managers 
perceived analytical skills, future workspace and 
employment relations. It can therefore then be 
presumed that, irrespective of the management 
level, all managers had the same views of HRM.

Th is study’s fi ndings on analytical skills concur 
with the fi ndings of Ulrich and Dulebohn 
(2015:202) that “many HR professionals went into 
HR to avoid the quantitative side of business. But, 
it is no longer possible to sidestep data, evidence, 
and analytics that bring rigor and discipline 

TABLE 4: DESCRIPTIVE STATISTICS

 Factors N Mean Standard 
deviation

Analytical 
skills

First line manager 113 4.52 0.58
Middle manager 77 4.49 0.72
Top manager 45 4.40 0.81
Total 235 4.49 0.67

Future 
workspace

First line manager 112 4.12 0.91
Middle manager 77 4.06 0.91
Top manager 44 4.08 1.05
Total 233 4.09 0.94

Employment 
relations

First line manager 113 4.66 0.37
Middle manager 77 4.55 0.70
Top manager 45 4.48 0.79
Total 235 4.59 0.59

TABLE 5: ANOVA

Sum of 
squares df Mean 

square F Sig.

Analytical 
skills

Between groups 0.415 2 0.207 0.454 0.636
Within groups 106.004 232 0.457
Total 106.418 234

Future 
workspace

Between groups 0.152 2 0.076 0.086 0.917
Within groups 202.961 230 0.882
Total 203.113 232

Employment 
relations

Between groups 1.226 2 0.613 1.769 0.173
Within groups 80.366 232 0.346
Total 81.592 234
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to HR”. Fernandez (2019), Fink and Sturman 
(2017), Schultz (2017), Van den Heuvel and 
Bondarouk (2017), Boudreau (2015, 2016) as well 
as Levenson (2015) also found the importance 
of analytical skills as part of the future of HRM 
because it informs proper decision-making.

Th e fi ndings of Boudreau (2015, 2016) concur 
with the results of this study in the sense that 
South African HR managers must meet the 
workplace requirements of 2025. Th e fi ndings 
of Harris (2016) on the evolving work styles that 
have a signifi cant impact on the nature of the 
offi  ce workplace concur with the results of this 
study. Chernyak-Hai and Rabenu (2018), Frey 
and Osborne (2017), Schultz (2017) as well as 
Kämpf-Dern and Konkol (2017) concur with the 
fi ndings of this study in the sense that they also 
accentuated the role of HRM in designing future 
workspace.

Th e fi ndings in this study that relate to the 
employment relations concur with the fi ndings 
of Harris (2016), who found that managing the 
workplace is a matter of managing employment 
relations. Smith and Diedericks (2016) 
and Boudreau (2015, 2016) also found that 
organisations should attend to and improve the 
quality of employment relationships within the 
future work context. Mills, Fleck and Kozikowski 
(2013), Schultz (2017), Chernyak-Hai and 
Rabenu (2018) as well as Sahoo and Sahoo (2018) 
concur with the essence of employment relations 
as part of the future HRM. South African 
supervisors are expected to deal with a multitude 
of distinctive employment labour relationship 
challenges that stem from transforming social, 
economic and political systems, in addition to 
their routine supervisory duties (Ntimba, 2015) 
which supports the prominence of employment 
relations. Displays of compliance, fairness, good 
faith and trust by supervisors were found to 
promote good-quality employment relationships 
with subordinates (Ehlers & Jordaan 2016) and it 
supports the importance of employment relations 
discovered in the current study.

It is imperative that HR managers focus on the 
three factors, namely analytical skills, future 
workspace and employment relations to meet the 
future needs of line managers and therefore to 

prepare for the future world of work.

MANAGERIAL IMPLICATIONS 
Managerial implications
Line managers need HR to assist them with the 
proper execution of some of their managerial 
activities. In order to prepare for the future world 
of work HR should therefore be aware of the views 
that line management have of the future of HR. If 
HR does not prepare for the future world of work, 
it could lead to ineff ective processes, service 
and even termination of services. HR can for 
example use advanced analytics to predict future 
talent demands and to measure and anticipate 
performance and retention issues. HRM should 
also be involved in agile working that focuses 
on mobility of working away from the offi  ce (at 
home or in “third places”) and mobility within 
the offi  ce as workers share space and resources 
(Harris, 2016).

Business implications
It is essential to understand line management’s 
views of the future of HRM so that the necessary 
planning can be done and steps taken to 
accommodate and ensure the smooth fl ow of 
future HR-related issues in order for the business 
to fl ourish. Data-driven insights are needed to 
improve the workplace (Harris & Craig, 2011) 
and it assists business decision-making (Van 
den Heuvel & Bondarouk, 2017). Furthermore, 
HR should assist management with designing 
future workspace or else employees may not be 
accommodated for the future world of work. 
It is vital to introduce interventions that might 
support workplaces where good employment 
relations are contributing not only to the health 
and wellbeing of the workforce, but also to the 
effi  ciency and productivity of the business. Th is 
is possible by ensuring positive employment 
relations can impact motivated, satisfi ed and 
productive workforce (Sahoo & Sahoo, 2018). 
Employment relations is a dynamic matter and 
therefore needs constant attention to ensure 
harmony and productivity.

Educational
An awareness campaign about the future of HR 
in terms of analytical skills, future workspace 
and employment relations may assist with the 
appropriate planning for the future world of work. 
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An implication of not planning and preparing 
for the future may cause an improper execution 
of managerial and HR functions. Th is could 
be alleviated by training HR to improve their 
analytical skills, how to design future workspace 
as well as to ensure that employment relations are 
conducive in the future world of work.

RECOMMENDATIONS AND LIMITATIONS 
Based on the results, interventions can be 
proposed to assist HR managers to meet the 
expectations of line managers and to prepare for 
the future of work. Th ese interventions include: 
fi rst and foremost, training all HR managers on 
all relevant analytics in HR; second, developing 
strategies to involve management, information 
technology (IT) and staff  members in planning 
future workspace; and fi nally, proposing and 
implementing engagement strategies between 
management and employees to discuss 
employment relations and the dynamics thereof 
in the future world of work.

Smarter ways of working to become and 
remain future proof are inevitable. However, no 
exploration of the future will ever be conclusive 
and further investigations are therefore essential. 
A range of avenues for future research can be 
identifi ed. First, research could be broadened to 
obtain more insight into line managers’ views of 
the future of HRM in South African as well as 
abroad. Second, case studies can be conducted to 
investigate the views of public and private sector 
managers regarding their future expectations 
of their HR managers. Th ird, future research 
should  also suggest a study using  Multivariate 
analysis of Variance (MANOVA) to determine 
if the independent variable/s is/are dichotomous 
or biographical and the dependent variables 
are continuous. Lastly, conducting in-depth 
interviews with key line managers may produce 
rich data to explore line management’s views of 
the future of HRM.

A limitation in this study is that the line managers 
of only the SABPP members participated and the 
results do not represent the overall views of line 
management in South Africa. Another limitation 
is that this study was cross-sectional in nature 
and can therefore not be generalised to all line 
managers in South Africa.

CONCLUSION 
It is essential that HRM meets the needs and 
future needs of line management in the workplace 
to enhance productivity. Th e aim of this study was 
to obtain the views of line management about the 
future of HRM. It is therefore noteworthy that HR 
managers should focus on analytical skills, future 
workspace and employment relations to meet the 
future needs of managers and therefore prepare 
for the future world of work. First-line managers, 
middle managers and top managers did not diff er 
in their views and it can therefore be presumed 
that the views of the line managers in this study 
were the same. Th e link between analytical skills, 
future workspace and employment relations was 
a contribution to the future of HRM body of 
knowledge and literature.
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ABSTRACT 
Th ere is a lack of suitable and well-defi ned 
interventions aimed at supporting women in 
organisational environments are Th e study 
explored the experiences of women in the C-suite 
and highlights what South African women 
leaders perceive to be key enablers to maximise 
success in the workplace. Such insights are 
important because, as more women aspire to 
move into leadership roles, it is essential to know 
what factors will empower them to maximise 
their chances of success. Th e study adopted an 
exploratory, qualitative approach and used semi-
structured interviews with a sample consisting 
of 12 participants. All participants were C-suite 
executives who worked in South Africa. Th e 
fi ndings showed that leadership and culture 
are key enablers for the career advancement of 
women. Th e research has practical implications 
for women currently in leadership roles and for 
women aspiring to hold C-suite positions in 
the future. Th e study also has pertinent advice 
for organisations looking to retain and attract 
top female talent. Th ese suggestions include 
identifying ways to transform organisational 
culture and the creation of peer networks.

Keywords: women leaders; support mecha-
nism; gender equality; C-Suite 

INTRODUCTION 
Various mechanisms have been introduced 
to reduce gender inequality and enhance the 
advancement of women in the workplace. 
Globally, a range of legislation – from laws of 
equal pay to parental leave – has been introduced 
to achieve gender parity. Likewise, organisations 
have also implemented their own interventions 
to address the professional challenges women 

experience. However, many of these approaches 
have been criticised for not adequately addressing 
the root cause of the challenges experienced 
by women (Wallace, 2017). According to 
Tinsley and Ely (2018), current interventions 
are ineff ectual because they focus on “fi xing 
women, or accommodating them, rather than 
changing the circumstances” that give rise to 
the challenges in the fi rst instance (p. 116). As 
such, women remain an under-utilised portion 
of the talent pool (Scullion & Collings, 2011) and 
their empowerment in the workplace has been 
slow. Burke (2017) suggested that organisational 
culture, along with societal views and cultural 
values, has also been slow to shift , adding to 
the issue. Taken in combination, these forces 
eff ectively limit the valuable contributions of 
a substantial contingent of the workforce by 
blocking them from higher levels of leadership 
and power within organisations.

Th ese practices are occurring while current 
research has been consistent in demonstrating the 
advantages of greater female representation within 
organisations. Th e benefi ts of gender diversity 
include an enhancement of organisational 
creativity and innovation (Diaz-Garcia, 
Gonzalez-Moreno, & Saez-Martinez, 2013) and, 
signifi cantly, an improvement in overall fi nancial 
performance of the organisation (Campbell & 
Minguez-Vera, 2007; Del Carmen Triana, Miller, 
& Trzebiatowski, 2013; Lafuente & Vaillant, 
2019). Regarding female leadership in particular, 
Tarr-Whelan (2009) argued that there are several 
reasons for having more women in management 
roles: less hyper-competition with greater risk 
awareness; a likelihood of better organisational 
policies; increased commitment to social 
responsibility; improved long term planning; and 
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improved teamwork and participative decision-
making practices. Yet, role expectations or 
stereotypes infl uence career decisions for women 
and their employers.

Th e “think-manager; think-male” mindset 
(Schein, 2007) explored the belief that men 
were more likely than women to possess the 
characteristics associated with managerial success. 
Even though studies indicate that these views have 
somewhat declined over time (Braun et al., 2017; 
Duehr & Bono, 2006; Koenig, Eagly, Mitchell, 
& Ristikari, 2011), these forms of stereotyping 
are an impediment to the career progression of 
women and devalue their work. Th ese beliefs may 
also result in bias against women in selection for 
managerial positions, promotion opportunities, 
and training and development decisions. In 
addition, Braun, Stegmann, Hernandez Bar, 
Junker, and van Dick (2017, p. 384) explained the 
notion of a “sticky fl oor” that keeps women in 
follower roles due to their communal traits and 
argued that the barriers to leadership positions 
commence before women even contemplate 
leadership roles. Although women are attempting 
to break through the glass ceiling, there is a need 
to shift  traditional and gendered views of the 
managerial role if women are to be off ered equal 
opportunities in organisations (Ryan et al., 2011).

Perhaps more fundamental to gender inequality 
in career advancement are the organisational, 
operational, and performance structures that 
are not designed for the realities of female 
professionals. Speaking about the fi eld of 
academia, Dominici, Fried, and Zeger (2009) 
explained how critical windows for promotion 
coincide with childbearing years for women 
professionals. Women having children during 
this time then fi nd themselves taking on more 
household duties than their male counterparts 
competing for the same leadership opportunities. 
Furthermore, women with children in 
heterosexual marriages face a similar unfairness 
at home, as they are expected to fulfi l the role of 
traditional caretaker – and the labour that comes 
with it – more completely than their husbands, 
even when they are the bigger “breadwinners” 
(Chesley, 2016). It therefore befi ts organisations 
to better understand and commit to working with 
the lived realities of their female workforce in 

order to benefi t from their leadership in the long-
term.

PROBLEM INVESTIGATED 
Th e research aimed to provide insight into the 
enablers for women’s success in leadership roles 
through exploring the real-life experiences of 
professional women in South Africa, where 
women occupy just 20% of senior management 
and executive positions (PWC, 2018). Th e study 
explored the experiences of women in the C-suite 
and highlights what South African women leaders 
perceive to be key enablers to maximise success 
in the workplace. Such insights are important 
because, as more women aspire to move into 
leadership roles, it is essential to know what factors 
will empower them to maximise their chances of 
success. By understanding the unique needs of 
aspiring female leaders, organisations will be able 
to implement appropriate structures to better 
support women and benefi t their businesses.

RESEARCH OBJECTIVES 
Women in leadership roles need eff ective forms 
of support as they face unique experiences and 
added pressure in the workplace compared to 
their male peers. Th e objectives of this study were:

• To explore the support mechanisms 
organisations provide to enable women in 
leadership to succeed 

• To explore the support mechanisms that 
women in leadership consider essential to 
succeed

LITERATURE REVIEW 
Given the many challenges experienced by women 
in the workplace, it is important to consider 
the appropriateness and suffi  ciency of support 
structures that enable women leaders to perform 
at their best. Studies demonstrate that because 
men and women have diff erent value orientations, 
a unique and tailored development approach 
is required for women as they have specifi c 
developmental needs (Hopkins, O’Neil, Passarelli, 
& Bilimoria, 2008). Current interventions have 
been criticised for being inadequate as they 
do not address the root cause of the challenges 
experienced by women (Wallace, 2017). Th usi 
(2014) noted that despite having company-wide 
goals associated with gender diversity, these goals 
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fail to be supported by any policies or procedures. 
As such, true gender inclusivity fails to materialise 
in everyday practices. Th is is to be expected in 
an environment where current systems, policies, 
norms, and structures employed by organisations 
have been developed predominantly by men and 
therefore mainly favour their

Organisational interventions 
As a result of the challenges faced by women in 
leadership roles, organisations are urged to invest 
in solutions that are eff ective. Eagly and Carli’s 
(2007) study suggested potential management 
interventions that are aimed at increasing female 
representation in the executive suite and assisting 
organisations to support women in leadership. 
Th ese included: increasing people’s awareness 
of the psychological prejudice; changing the 
long hours norm; avoiding having a sole female 
member on a team; ensuring a critical mass of 
females in executive positions; helping women 
build social capital; establishing family-friendly 
human resource practices; and, encouraging 
male participation in family friendly benefi ts. 
Th ese suggestions appear to go beyond diversity 
programmes and women empowerment sessions 
and provide insights into both the possible 
reasons women are absent in leadership today 
and also why women struggle in their leadership 
roles. Some of these interventions are discussed 
in more detail below.

Unconscious bias 
Unconscious biases are implicit views and 
opinions that are automatically activated and 
frequently exist outside conscious awareness 
(Atewologun, Cornish, & Tresh, 2018). Th ese 
biases are shaped by background, culture, context 
and personal experiences. Stereotypic bias is a key 
barrier to women advancing. A Grant Th ornton 
(2018) study shows that increasing awareness 
is not suffi  cient unless it is coupled with a call 
to action. It is therefore insuffi  cient to only 
increase awareness of prejudice towards females; 
meaningful awareness should change behaviours 
and attitudes that are demonstrated and practiced 
in day-to-day work life.

Time equates to commitment dilemma 
It is widely believed that long hours equate to value 
contribution to the organisation (Cha, 2013). 

Palmer (1996) noted the belief that “commitment 
is represented by working full-time–including 
being in early and staying on late; that personal 
circumstances should not impinge upon work” 
(p. 140). Furthermore, the long-hours norm is 
frequently seen to be expected of highly rated 
performers (Galagan, 2012; Guillaume & Pochic, 
2009). With time being scarce, this intervention 
posits that women will be more successfully 
supported in organisations that embrace policies 
and practices that relieve the time constraint 
burden carried by women.

Family friendly practices 
Studies show that having family-friendly human 
resource practices (such as fl exitime, job sharing, 
telecommuting, elder care provisions, adoption 
benefi ts, dependent child care options, and 
employee sponsored child care on-site provisions) 
allows women to have more fl exibility which 
positively contributes to increasing the tenure of 
women in leadership positions (Eagly & Carli, 
2007). Th ese practices support Guillaume and 
Pochic’s (2009) fl exible availability strategy where 
women try to accommodate their working time 
to fi t into other family responsibilities.

Family responsibilities 
A major factor that has a detrimental impact on the 
career advancement prospects of women is family 
responsibility. Mothers are said to fi nd it especially 
hard to secure promotions when out of the fi eld 
for long periods. According to April, Dreyer, 
and Blass (2007) such breaks in work life result 
in women being perceived as non-ideal workers 
which results in them falling out of the ranks for 
potential top leadership positions. Furthermore, 
making use of pregnancy and sabbatical leave 
to prioritise family responsibilities is usually 
seen as lacking the necessary commitment 
that is expected of a leader, thereby reducing 
promotion opportunities (Martur-Helm, 2006). 
Organisations therefore need to introduce more 
innovative solutions that will help employees 
balance work and family responsibilities.

Organisational realities 
Th e reality, however, is that organisations are 
reluctant and slow in taking up the concept of 
a fl exible working environment. Th e concerns 
noted by employers include: fear of employees 
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taking advantage; no quantifi able return to the 
company; an administrative burden; increased 
pressure on other staff  members; and, a disruption 
to operations (Drew & Murtagh, 2005). Th e 
business case for a fl exible working environment 
has strongly been advocated, as it is believed that 
when employees have the fl exibility to balance 
their own careers, it improves productivity, 
reduces overhead costs, and signifi cantly 
improves work/life balance, which ultimately 
results in higher staff  satisfaction and morale 
(Symanowitz, 2012). However, organisations are 
structurally designed to support and favour the 
male life experience (Ruderman & Ohlott, 2005). 
Drew and Murtagh (2005) highlighted how this 
challenge manifests in the workplace:

• Timing of meetings: usually set either early 
in the morning, late in the evening, over 
weekends or other irregular times. Th is may 
restrict women in traditional households 
where the parental responsibility fails 
predominantly to them 

• Women’s life cycle patterns: peak child-bearing 
years generally coincide with a woman’s peak 
career advancing stage. As such, women are 
faced with an “or-or” situation: “career or 
child” or “baby or briefcase” (p. 264).

Th ese structural settings establish an 
organisational culture that creates an environment 
with increased obstacles for women in the 
workplace and penalises women as it confl icts 
with the pursuit of work/life balance (Smith, 
Wainwright, Buckingham, & Marandet, 2011). A 
further perspective was advanced by Cheung and 
Halpern (2010) who argued that by integrating 
work and family domains, the two roles could 
enhance each other. Th e results of their study 
indicate that “dually successful” (i.e. successful in 
both work and family) women leaders overcome 
barriers by employing strategies that allow them 
to maintain their family lives while also advancing 
in their careers. Th ese strategies include:

• Being very clear about their goals and 
priorities;

• Employing optimisation strategies: scheduling 
time and multitasking;

• Employing compensation strategies: 

outsourcing when time and material resources 
are limited;

• Redefi ning the roles work and society place 
on women.

Th is alternative, integrated approach, encourages 
women to avoid viewing work and family as 
separate domains that compete for their time, but 
rather to change their perspective and reframe 
“work as an ally instead of an enemy to the family” 
(Cheung & Halpern, 2010, p. 186).

Social capital investment 
Another key aspect to having limited time is 
the lost opportunity to build social capital by 
investing in infl uential networks. Infl uential 
networks are not based on legal agreements 
or contractual arrangements, but are rather 
developed through informal relationships, trust, 
and former connections (De Klerk & Verreynne, 
2017). Building these types of relationships 
requires time. Failure to invest in such networks 
could be detrimental for the career advancement 
of women. Studies show that women currently in 
CEO positions indicate that being excluded from 
informal networks with their male peers has been 
a barrier which has hindered their performance 
(Lyness & Th ompson, 2000). According to De 
Klerk and Verreynne (2017), because of masculine 
organisational cultures, stereotyped gender roles, 
institutional barriers, and role confl ict, women 
in emerging economy workplaces should use 
networking as a career development tool. Th ere 
is also a distinct diff erence between men and 
women in the method and formation of networks 
– men rely on each other for emotional and career 
assistance while women separate these worlds, 
trusting friends and other women for emotional 
support and men for instrumental career 
assistance (Hopkins et al., 2008). Since men use 
their informal networks more eff ectively than 
females for career advancement, organisations 
tend to promote male managers more oft en 
(Lyness & Heilman, 2006).

Th e importance of critical mass 
An increasing number of studies support 
the conclusion that women make valuable 
contributions to organisations. Th ese 
contributions range from introducing diff erent 
perspectives, to expanding content in discussions, 
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asking the diffi  cult questions, incorporating 
the consideration of multiple stakeholders, and 
promoting inclusion and collaboration (Kramer, 
Konrad, Erkut, & Hooper, 2006). However, the 
under-representation of women in the workplace 
prevents critical mass from being achieved. 
Critical mass ensures that women are heard and 
that their ideas and opinions are incorporated 
into decision making. Such critical mass is said 
to be achieved when at least three women are 
represented on a board (Business Women’s 
Association South Africa, 2017). Other studies 
indicate a minimum of 35% representation 
(Schwartz-Ziv, 2017). However, having minimum 
targets may create a ceiling and deter parity from 
eventually being achieved (Leyenaar, 2008).

Looking at the benefi ts between diff ering 
numbers of women on a board, Kramer et al. 
(2006) found that having one women on a board 
results in heightened scrutiny, women feeling 
ignored, isolated, and like social outliers. While 
two women may add a sounding board, it does 
not cause signifi cant change. Having three 
women on a board improves board governance, 
creates an environment of rigorous questioning, 
and provides more information to directors. 
When there are three or more women on a board, 
women feel more comfortable and become more 
active; they feel less pressured to have to prove 
themselves as they believe they are there because 
of their talent and not their gender (Kramer et 
al., 2006). When women are not a minority, their 
eff ectiveness and competencies become salient.

External interventions of support 
While Eagly and Carli (2007) proposed internally 
focussed interventions to support women in 
leadership, Doubell and Struwig (2013) suggested 
that both internal and external interventions 
are required to maximise the advancement of 
women in leadership. Th eir empirical study 
looked at the relationship between external and 
internal support mechanisms and their impact on 
women’s success. Th ey argued that the reason for 
the under-representation of women in leadership 
may be attributed to a lack of understanding of 
the kind of factors that infl uence and enable a 
woman’s ability to succeed. External factors are 
defi ned as those factors external to the work 
environment, while internal factors are those 

enabling initiatives that organisations could 
implement to enhance the potential of women to 
succeed. Table 1 shows these factors.

TABLE 1. ENVIRONMENTAL FACTORS THAT 
IMPACT WOMEN’S SUCCESS 

External factors Internal factors
Professional 

associations for 
networking

Educational 
programmes

Government initiatives Transformation of 
organisation culture

Pressure from feminist 
groups

Organisational 
leadership and 

management style
Awards and the 

creation of role models
Mentoring, coaching 

and sponsorship

Th e key fi ndings of Doubell and Struwig’s (2013) 
study indicated that three factors signifi cantly 
contribute to the career advancement of women. 
Th ese included: internal organisational support, 
government initiatives, and pressure groups. It is 
evident that in order to maximise the prospects 
for women to succeed, internal and external 
support constructs must exist.

RESEARCH METHODOLOGY 
Since the research aimed to explore the 
support required by women in leadership, the 
methodological approach was exploratory and 
took a qualitative approach. Th e study used a 
social constructivist paradigm to gain a better 
understanding of the working world women 
leaders inhabit by developing subjective meanings 
of their experiences (Saunders, Lewis & Th ornhill, 
2016, p. 497).

Data collection 
Th e data collected for this study came from face-
to-face interviews that contained open-ended 
questions. A semi-structured interview schedule 
was used to help guide the interview. Th e 
questions were open-ended which allowed for a 
natural conversational interview fl ow as well as 
fl exibility and ensured that consistency between 
interviews was achieved. Interviews were tape 
recorded and later transcribed.

Sampling 
Th e research population comprised of female 
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leaders that formed part of the C-suite and were 
employed in South Africa. C-suite titles are held 
by top senior executives and start with the letter 
C, for chief, such as chief executive offi  cer (CEO), 
chief fi nancial offi  cer (CFO), chief operating 
offi  cer (COO), chief risk offi  cer (CRO), or chief 
investment offi  cer (CIO), and so on. Given 
the time limitations of individuals in senior 
leadership positions, convenience sampling was 
used. According to Saunders et al. (2016), 12 in-
depth interviews should suffi  ce, provided that 
the research question is not wide ranging, and 
the sample is not drawn from a heterogeneous 
population. As such, the sample size of 12 
participants were considered appropriate based 
on homogeneity to the extent that all were females 
who held a top leadership position and worked in 
South Africa. Snowball sampling was also used as 
it was initially diffi  cult to gain access to research 
participants. Th is additional method worked well 
as participants recommended other participants 
from diff erent companies and sectors which 
created a rich diversity to the research fi ndings. 
An overview of participants is provided in Table 
2.

Data analysis 
Th e data analysis undertaken in this study 
consisted of four stages as suggested by Creswell 
and Plano Clark (2017). Th is four-stage process 
fi rst began with reading the transcripts thoroughly 
to ensure understanding and then the coding 

of the data. Codes was assigned based on words 
or phrases expressed by participants’ responses. 
Th e second stage involved assigning labels to 
the codes. Th e third stage entailed the grouping 
of codes into categories based on its similarities, 
and the fourth stage used these categories to 
identify a set of emerging themes. Th ese themes 
then provided insight into the narrative of the 
participants.

Validity 
To ensure that the interviews were a true account 
of information provided, all transcripts were 
sent to participants to confi rm their satisfactory 
record and anonymity. Th is process is known 
as member checking. (Creswell & Miller, 2000). 
Furthermore, to prevent researcher bias or 
reactivity, the research data – recorded interviews, 
researchers’ notes and subsequent transcribing – 
was revisited to ensure clarity and accuracy of 
responses (Aurini, Heath, & Howells, 2016). Th is 
process allowed for a true account of the data.

Research ethics 
Since this research was conducted on human 
subjects, the relevant university provided 
ethical approval before the study commenced. 
Th is ensured the highest ethical standards were 
upheld, that appropriate consent was acquired 
and confi dentiality, as well as any other risks 
that might relate to the participants or their 
organisations, were addressed. Each participant 
was requested to sign a consent form that set out 

TABLE 2. PARTICIPANT OVERVIEW 

Participant Age Role Qualifi cation Sector
Dana 43 CFO Postgraduate Financial Services
Daisy 53 CEO Postgraduate Financial Services
Kate 37 COO Postgraduate Financial Services
Anna 47 CEO Undergraduate Property Sector

Zeenat 39 CRO Postgraduate Financial Services
Carrie 43 CEO Postgraduate Financial Services

Ntombi 42 COO Postgraduate Financial Services
Debra 45 CIO Postgraduate Financial Services
Rubi 42 CEO Postgraduate Property Sector
Tania 37 CFO Postgraduate Financial Services
Leah 50 MD* Postgraduate Consulting 

Karen 50 MD Postgraduate Consulting 

*MD: Managing Director
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the purpose of the research, the expectations of 
their involvement, and a statement noting the 
opportunity for the participant to terminate their 
participation at any time. Confi dentiality and 
anonymity of the participants were upheld as far 
as possible by changing all names.

FINDINGS 
Th e research highlighted three key fi ndings: 
views regarding organisational interventions 
to specifi cally provide women with support; 
perspectives on the success of legislative 
measures; and, women leaders’ views on enabling 
mechanisms.

Organisational interventions 
When participants were asked about the 
structures, mechanisms or policies that were in 
place within their organisations to support them 
as female leaders, it was evident that the majority 
of participants’ organisations did not have any 
apparent structures uniquely tailored for them 
as women. Only one organisation appeared 
to implement explicit support structures 
aimed at addressing the challenges women 
encounter in business. Anna (CEO, Property) 
spoke about the eff orts made to infl uence the 
culture of their organisation through adopting a 
comprehensive approach and “living it” in their 

everyday practices. She revealed the following: 
“Th is business is probably one of the most unique 
businesses in terms of support that you will get.” 
Some examples of support included meeting 
rules (meetings only held between 09h00 
and 16h00); provision of coaching; wellness 
mechanisms; and so on. Th ese positive examples 
refl ect throughout the organisation which had: a 
female CEO; 43% female representation on the 
board; a management structure with 50% female 
representation; a next tier of management with 
approximately 80% female representation; and, 
a 67% female representation within the overall 
company.

Th e other C-Suite women highlighted the 
inadequacy or lack of explicit, well-defi ned, 
support policies, structures, or interventions 
currently implemented by their organisations to 
support female leaders. To highlight the extent 
of this theme, Table 3 summarises participants’ 
comments supporting this conclusion.

Leah (MD, HR consulting) and Ntombi (COO, 
Financial Services) provided insights into the 
inadequacy of policies or structures that are 
implemented by companies. Th ey don’t believe 
that policies matter and argued:

TABLE 3. ORGANISATION SUPPORT STRUCTURES 

Participant Comment
Tania 
(COO, Asset 
Management)

“We don’t have something specifi cally focused on women.”

Karen (MD, HR 
consulting) “Th ere was nothing in place all. Th ere was nothing in place for working women.” 

Rubi (CEO, 
Property)

“I think we probably still have a long way to go in being completely supportive…
Th ere is no properly defi ned frame of, okay, this is how we’re going about with our 
support structures. It’s basically on an as and when, on a needs basis, if I can say so.”

Carrie 
(CEO, Asset 
Management)

“We don’t have anything. We’ve got a talent function that’s getting more and more 
into that. And the kind of support we have is more around fl exible working hours 
and coaching. But that applies to men and women”.

Zeenat 
(CRO, Asset 
Management)

“Th ere’s defi nitely a heightened sense around gender representation within our 
organisation, but I don’t think we are concerted about it. So, we talk a very good 
talk around it and that’s demonstrated by the fact that business leadership within 
our organisation is still male-dominated.”

Kate, (COO, 
Financial 
Services)

“I didn’t have a lot of support. I guess I kind of just didn’t see it and then assumed 
that it wasn’t there. Nobody’s ever off ered me support. Like there’s nothing explicit. 
Nobody comes to you and says, you’re a woman, I’m going to help you.”
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“Usually it’s just the practices rather than the fact 
that the policies are saying certain things. It’s more 
the practices than what gets put on paper. But 
also, perhaps, what’s not put on paper” (Leah). 
“Policies can be interpreted in any way. I’ve seen 
policies being manipulated. So, I don’t think it’s a 
policy issue. I don’t think it’s even a structural issue, 
because I’ve seen those also being manipulated. 
It’s a leadership issue. You can put all kinds of 
policies [in place] but if the leadership doesn’t 
have the desire...” (Ntombi). Leah and Ntombi 
are both black female leaders. Th eir views on 
the inadequacy of policies raised the question of 
whether the unintended consequences of South 
Africa’s legislative requirements have positively 
infl uenced the representation of black females in 
decision-making positions.

Legislative mechanisms 
Participants were asked about the legislative 
requirements associated with improving women’s 
representation in their organisations. Th e 
majority of the participants supported initiatives 
such as Employment Equity (EE) targets and 
quota systems such as those introduced by 
multinational corporations. Th ese participants 
believed that it was a good starting point as it 
placed a spotlight on an objective to deliberately 
shift  the status quo. Furthermore, when policies 
are well defi ned and appropriately governed, they 
can drive a desired outcome.

Dana (CFO, Financial Services) expressed her 
view: “I think if you do EE the way it was intended, 
it isn’t just about getting the right colour face on 
your board or at your exec. You have a responsibility 
to make sure that you provide that support for that 
person.”

Ntombi (CFO, Financial Services) argued 
that South African women should not allow 
themselves to be used as token appointments and 
urged organisations to start talking openly about 
transformation matters, “if you are a woman or 
anyone who allows yourself to be used like that [as a 
token], then that’s on you. You must also understand 
what you’re doing for other women that are in the 
country. Because if I take a position knowing that I 
don’t qualify, so that they can just have the numbers, 
then I also [have to] question my own values. But 
I think bringing back consciousness into society is 
actually the solution. And that will start by having 
transparent conversations and not bury things 
hoping no one notices and no one talks about it.” 
From the perspective of the participants in this 
sample, the eff ects of legislative requirements on 
black South African women has largely not been 
positive. Open dialogue within organisations 
on these matters also appeared lacking and 
participants indicated a desire for leadership to 
engage the issues related to transformation more 
transparently.

TABLE 4. ENABLING FACTORS TO SUCCESS 

Educational 
programmes

Transformation 
of organisation 

culture

Organisational 
leadership and 
management 

style

Mentoring; 
coaching and 
sponsorship

Tania X X X
Leah X X X
Karen X
Rubi
Debra X X
Ntombi X X
Carrie X
Zeenat X X
Anna X X X
Kate X X
Daisy X X
Dana X
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Enabling environments to support success 
Participants also shared their perspectives about 
enabling environments. Doubell and Struwig’s 
(2013) framework on internal factors proved 
useful to analyse participant views as seen in 
Table 4.

It is evident that participants believed that 
leadership and culture were key enablers for 
the career advancement of women. Th e need 
for women mentors was also noted by many 
participants. However, while the lack of available 
and suitably qualifi ed mentors is impeding 
progress in this area, there are further challenges 
as Kate (COO, Financial Services) highlighted: 
“We tried to do a mentor thing for [our professional 
body] in the Western Cape. Women just didn’t 
show up. So, there’s a lack of supply on the one side, 
and then there’s also a lack of interest.” Several 
further enablers to success were suggested by 
participants. Th ese included:

Flexibility 
Th e current interpretation of fl exi-time was 
criticised as some participants felt that women 
were being penalised fi nancially despite still 
working the same number of hours. Participants’ 
desire for fl exibility referred to a fl exible work 
environment that was output focussed as opposed 
to being based on time spent in the offi  ce.

Output-driven, outcome-based performance 
measurement 
Several participants noted that companies should 
change how performance was measured. With 
the advancement in technology and its impact 
on the business, work no longer has to take place 
within an offi  ce or within the confi nes of the 
traditional 8am to 5pm timeframe. Furthermore, 
some participants also contended that leadership 
was also required to adapt their leadership style 
to eff ectively lead the new generation. Debra 
(CIO, Asset Management) argued: “if anything, 
the millennial generation should be teaching us 
is that they are motivated by diff erent things and 
we can’t stick with the way we were raised or we 
were managed and think that’s going to be the way 
we should be as leaders. And the one thing that’s 
allowed us to have this fl exibility is technology. 
Technology has meant that we don’t have to be in 
a specifi c place to do our work. Th e whole world of 

work is changing and evolving.”

Women networks 
Th e need for women to develop networks amongst 
each other to learn from shared experiences was 
another suggestion from participants. Dana 
(CFO, Financial Services) revealed: “I think 
networking and specifi cally women networking 
is defi nitely something that we could introduce 
on some level.” Debra (CIO, Asset Management) 
spoke about the accumulated benefi t that women 
can get from each other: “if women spend more 
time with other women and if we knew that we 
could do that in a safe way, I have no doubt that 
we would have more women moving to the top in 
leadership positions because they would see that 
what they’re going through, they’re not alone. Th ey 
would see that other women who got to the top 
didn’t get there because they [took] the easy route. 
Everyone is struggling. Th ere could almost like 
an accumulated benefi t from learning from each 
other’s journeys.” Women participants in this study 
highlighted several enabling factors that, in their 
opinion, created conducive environments for 
C-Suite women to succeed. While these included 
predominantly organisational factors, there were 
elements that could be infl uenced and realised by 
women themselves.

DISCUSSION 
Th e fi ndings of this study show that organisational 
interventions to support women leaders, if 
implemented at all, were not apparent nor 
properly defi ned. As most participants indicated, 
the organisations within which they worked 
did not off er specifi c interventions designed 
to support them. Only one organisation in 
the study had unique structures to provide 
a comprehensive approach that provided 
various support mechanisms to enable their 
female leaders to succeed. Th ese interventions 
intentionally acknowledged that employees have 
family responsibilities and therefore addressed 
structural settings such as meeting times. Th is 
organisation was headed by a female CEO and 
had a higher than average female representation 
at all management levels. Th is observation may 
indicate a link between leadership, the level of 
support initiatives provided, and the extent of 
female representation. South African companies 
who aim to increase female representation 
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and ensure true gender inclusivity in everyday 
practices are urged to consider implementing 
interventions as suggested by Eagly and Carli 
(2007) and other authors.

However, it is not only internal organisational 
support that is needed to advance women; 
external factors such as government initiatives 
and pressure groups are equally important 
(Doubell & Struwig, 2013). According to 
Samuel and Mokoaleli (2017), South Africa’s 
legal requirements have placed pressure on 
organisations to embrace diversity and achieve 
gender equality. Most participants supported 
initiatives such as remedial measures like EE 
targets. Th ese initiatives were viewed as a means 
to deliberately shift  the status quo. However, for 
these programmes to succeed, it is crucial that 
women are provided with the appropriate support 
when appointed into prominent positions. Th is 
is to avoid the unintended consequences of 
tokenism, which results in women being set up to 
fail (April et al., 2007).

Enabling environments to support success 
Using Doubell and Struwig’s (2013) framework 
to analyse participant views, it was evident that 
transforming leadership and culture are key 
enablers for the career advancement of women. 
According to Eagly and Carli (2007), studies 
show that when women have more fl exibility in 
the workplace it positively contributes to their 
experience and would likely increase their tenure 
in leadership. Similarly, participants expressed 
a desire to have support structures that provide 
a fl exible working environment. In line with 
McDonagh and Paris’ (2012) recommendation, 
various participants expressed the need for more 
female networks that would enable platforms to 
share lessons and thereby empower one another. 
Some participants pointed out that merely 
implementing policies would not assist as these 
could easily be manipulated. Th is view revealed 
that these participants desired solutions that 
address the underlying root causes of gender 
inequality as highlighted by Oakley (2000). Th ese 
root causes are diffi  cult to challenge as they are 
mostly invisible. To address them, Jaga, Arabandi, 
Bagraim, and Mdlongwa (2017) suggested 
implementing diversity strategies that provide 
diversity management competencies.

PRACTICAL IMPLICATIONS AND 
RECOMMENDATIONS 
Th e research has practical implications for women 
currently in leadership and for women aspiring to 
hold C-suite positions in the future. Th e study also 
has pertinent advice for organisations looking to 
retain and attract top female talent by providing 
insight into what women view as being eff ective 
support structures. In this way, organisations 
can design uniquely tailored programmes that 
infi ltrate and disrupt the traditional status quo, 
mind-sets, structures, and embedded cultural 
norms. Th e following recommendations are 
addressed fi rstly, to women and then secondly, 
to organisations who desire to improve their 
practices to retain, attract and support women. 
It proposes key interventions to address the 
challenges highlighted in the study.

Recommendations for women 
Women either in C-Suite roles or desirous of 
senior positions could be at the forefront of 
organisational change themselves through the 
following initiatives:

• Th e creation of peer networks to discuss 
their careers ambitions. Th e development of 
networks can also motivate vulnerable women 
employees and provide a platform for shared 
issues (McDonagh & Paris, 2012);

• Shape their own career trajectories: Women 
should seek out and participate in training 
and development activities, fi nd mentors, and 
apply for a wide range of work opportunities in 
positions that have bottom-line impact. Th ey 
should insist on gender-friendly practices 
and processes, and request involvement in 
challenging projects that enhance their careers 
(Burke, 2017);

• Shift ing gender generalisations: Th ese 
generalisations create authoritative norms 
about gender roles that shape how women 
and men imagine their own ideal selves. 
Th is implies that women have a role to play 
in ensuring their own emancipation from 
this gendered notion of leadership through 
enhancing their self-effi  cacy and avoiding the 
“sticky fl oor” that holds them in follower roles 
(Braun et al. 2017); 

• Ensuring a positive peer climate (Ribeiro, 
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Bosch, & Becker, 2017). Th is positive eff ect can 
be enhanced if the “queen bee syndrome”— 
the tendency of some female leaders to 
distance themselves from other women and 
to refrain from guiding them––is minimised 
(Derks, Van Laar, & Ellemers, 2016); and, 

• Seek support from the new generation of 
employees. More young men want a balanced 
life, are now changing their own priorities, and 
are more likely to be supportive of initiatives 
that benefi t both women and men rendering 
them both allies and advocates of women’s 
empowerment (Burke 2017). 

Recommendations to organisations 
Th e fi ndings indicated that most South African 
organisations have not implemented unique 
support structures to eff ectively support women 
in leadership. It is not suggested that organisations 
blindly implement various initiatives that may be 
inadequate or culturally inappropriate (Wallace, 
2017). To achieve true gender inclusivity, everyday 
practices should refl ect an environment that has 
structures evidencing such goals (Th usi, 2014). 
As such, given that the fi ndings highlighted 
the following as key enablers of success, it is 
recommended that organisation rather focus on 
these fi rst:

• Identify ways to transform leadership 
and culture: Jaga et al. (2017) advocated 
implementing diversity strategies; McDonagh 
and Paris (2012) suggested holding CEOs and 
governing bodies accountable to promote 
women at the top; 

• Provide a fl exible working environment: Top 
performing companies, according to Th omas 
et al. (2017), provide staff  with fl exibility to fi t 
work into their lives;

• Introduce women networks: McDonagh and 
Paris (2012) recommended that companies 
have a role to play in ensuring women learn 
from role models within the organisation.

Other suggestions for organisations to enable the 
success of women in leadership roles include:

• Build the business case: establish a compelling 
story to shift  mindsets and behaviours 
through showing the positive impact on the 
bottom line through the inclusion of women 

(Barsh & Yee, 2011);
• Introduce new female members who have 

relevant experience into the management 
team;

• Develop clear policies that outline career 
trajectories for women (Ibeh & Debrah, 2011);

• Develop succession planning processes, clear 
promotion criteria, training and development, 
and executive coaching opportunities (Burke, 
2017); 

• Have appropriate policies and move beyond 
the notion that gender parity, once achieved, 
is enough. Programmes should feature as a 
sustained organisational initiative that is not 
abandoned once specifi c targets are achieved; 

• Assess whether their policies help or hinder 
women female participation and progression 
in the workplace (Yee, 2014); and, 

• Have authentic commitment to encourage 
appropriate behaviours and cultural attitudes 
that can be adopted to foster a more 
inclusive and potentially holistic workplace 
environment and culture. 

LIMITATIONS, FUTURE RESEARCH 
DIRECTIONS AND CONCLUSIONS 
Th e focus of this study was to explore the 
organisational support mechanisms in place 
for women in the C-suite in South African 
organisations and to examine the mechanisms 
women in leadership consider essential to 
succeed. Th e research did not focus on a specifi c 
sector or examine demographic factors. Th is lends 
itself to opportunities for future research. Future 
studies could be conducted on a larger sample 
across more sectors. As this research is restricted 
to South Africa, it may not be generalisable to 
another African or emerging economy. Future 
research could be valuable to determine if similar 
challenges are experienced by women in these 
settings and what support structures are found to 
be eff ective.

Th e fi nding of this study indicated that leadership 
and culture are key enablers for the career 
advancement of women. Transforming leadership 
and culture is said to infl uence embedded 
institutional practices and therefore is needed 
to change the current status quo. Women in this 
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sample expressed a desire for a more fl exible 
working environment where performance is not 
based on time spent in the offi  ce but rather on 
output or outcome delivery. Women also believed 
that female networks play a vital role in providing 
support. Th ese are seen as a platform that allows 
for the distribution of accumulated benefi ts 
of lessons learnt, victories won, and strategies 
employed.

Interventions aimed at supporting women in 
organisation environments are lacking and not 
well defi ned. While women themselves have 
a role to play in this regard, organisations are 
urged to consider which interventions would 
best suit their organisation as this will assist with 
retaining top female talent. Such interventions, 
however, should not solely focus on “fi xing” the 
leadership gaps females are perceived to have, 
but rather to challenge, question, and dislodge 
the norms, structures, beliefs, and cultures that 
create a context that does not enable women to 
fully succeed in their leadership roles.
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ABSTRACT 
Th e Namibian Technical Vocational Education 
and Training (TVET) leaders are experiencing 
challenges in transforming the current institution 
into a centre of excellence. Th e country is in 
need of strategic leaders to consider, rethink 
and implement strategies in order to transform 
educational organisations into institutions that 
can meet the nation`s vision, vision 2030. Th e 
main objective of this research was to explore the 
application of strategic leadership capabilities at 
a selected (TVET) centre. A qualitative research 
approach was followed using semi-structured 
interviews to gather data from leaders at a selected 
Namibian TVET centre (N=6). Th e fi ndings 
showed that although participants were generally 
content with the state of the implementation of 
strategic leadership capabilities at the TVET 
centre, there are still some gaps that need to be 
fi lled in order to ensure proper implementation 
such as building and maintaining eff ective 
organisational culture, ethical practices, the 
development of new technologies and investment 
in human capital. Th is research contributed to 
the limited knowledge that currently exist on 
the role of leaders in the achievement of the 
strategic objectives TVET colleges. From the 
results it is clear that ethical leadership behaviour 

is paramount to instil an institutional culture 
driven by sound values and norms.

Keywords: Further education, Ethical practic-
es, Strategic leadership, Technological compe-
tencies

INTRODUCTION 
Post-school education institutions play an 
important role to increase student access to 
further education. According to the White 
Paper on post-school education and training, 
Technical, Vocational Education and Training 
(TVET) institutions in particular contribute to 
the development of mid-level skills required to 
support emerging economies (DHET, 2013). 
Applied within the Namibian context, the vision 
of the government is to invest in the local training 
market to increase opportunities for quality 
training (Namibia Training Authority, 2016). 
TVET colleges are believed to be a potential 
solution for youth unemployment (Lukonga, 
Zaaruka & Tjeriko, 2018).

Unfortunately Namibian TVET colleges are 
currently exposed to various challenges. A 
UNESCO (2016) report showed that Namibian 
further education institutions are characterised 

EXPLORING THE APPLICATION OF STRATEGIC LEADERSHIP 
CAPABILITIES AT A NAMIBIAN VOCATIONAL TRAINING 

CENTRE 

Webster Mazila
Southern Business School

Johannesburg, South Africa

Nico Schutte
Southern Business School

Johannesburg, South Africa

Christo Swart
Southern Business School

Johannesburg, South Africa

Nicolene Barkhuizen
Southern Business School

Johannesburg, South Africa
E-mail: nbarkhuizen@sbs.ac.za



882
WWW.IBC-CONFERENCE.COM

by high drop-out rates and the poor quality of 
training that reduce the supply of skilled workers. 
A study by Lukonga et al. (2018) revealed that 
TVET colleges are exposed to factors such as 
poor brand reputation, lack of capacity, poor 
programme relevance and a lack of resources. 
Afeti (2018) further asserts that TVET colleges 
in many African countries are facing inadequate 
fi nancing, outdated technologies and poor 
organisational structures.

Subsequently, TVET leaders are arguably 
challenged to maintain the quality of teaching 
and learning and ultimately student achievement 
(Balkrishen & Mestry, 2016). Unfortunately it 
appears that leaders of vocational training centres 
are not necessarily prepared or enabled to drive 
the Namibians Governments Vision 2030, namely 
increased access to higher education (Robertson 
& Frick, 2018). In addition, Badenhorst and 
Radile (2018) maintain that a lack of leadership 
competencies contributes to the poor performance 
of TVET colleges. Th is is supported by Hoekstra 
and Newton (2017) who contend that leaders in 
vocational education need to keep on developing 
themselves and their practices to remain relevant 
and respond to changes in society.

Th e main objective of this research was to 
explore strategic leadership capabilities within 
a Namibian vocational training centre. Th is 
study is inspired against the background that the 
leadership role and its vital role in the vocational 
training centre is underscored. In addition, it also 
explore how leadership could enhance teacher 
expertise and innovation in vocational education 
(Bouwmans, Runhaar, Wesselink & Mulder, 
2017). Leadership reinforcement is therefore 
required to enable vocational principals to have 
a clear vision in producing workplace ready 
graduates (Jumintono, Suyatno, Zuhaery, Said, & 
Azman, 2018).

LITERATURE REVIEW 
Th e concept of strategic leadership 
According to Hitt, Ireland and Hoskisson 
(2013), strategic leadership refers to the ability 
to anticipate, envision, maintain fl exibility and 
empower other to create strategic change as 
necessary. Zoogan (2011:138) refers to strategic 
leadership as the behaviour of a person, his/her 

infl uence to achieve the strategy by using his/her 
skill and life style to motivate others for the benefi t 
of the organisation. In a similar vein Rowe and 
Nejad (2009) postulates that strategic leadership 
is the ability to infl uence people to be voluntary 
in making daily decisions that can support the 
long-term practicability of the organisations, 
while at the same time maintaining their fi nancial 
stability. A brief discussion of strategic leadership 
capabilities are presented in the ensuing section.

Strategic Leadership Capabilities 
Strategic Direction: Th e important role of leaders 
in driving the strategy of organisations is well 
documented. Strategic leaders are responsible 
for developing the long-term business vision and 
communicate it eff ectively to subordinates. A 
study by Balkrishen and Mestry (2016) showed 
that aspects such as the communication of 
campus goals to staff  and setting goals with targets 
are some of the most important strategic skills 
required from further education leaders. A recent 
study by Mokgojwa (2019) showed that a lack of 
vision and strategic direction from leadership is 
a major risk that can contribute to the turnover 
intentions of academic staff  in higher education 
institutions.

Developers of Human Capital: Strategic 
leadership is an important facilitator of human 
capital management. Various studies found that 
leadership talent mind-set is a key contributor 
to the establishment of a conducive talent 
culture (see Motabako & Barkhuizen, 2017). Th e 
leader’ talent minds-set advocates that talented 
employees are valuable to the organisation and 
worth investing in. As such organisations need 
to create talent value propositions that can guide 
the talented individual’s career from start to fi nish 
(Saurombe, 2017). A study by Buthelezi (2018) 
showed that TVET lecturers need to be adequately 
prepared to meet the new requirements of the 
higher educational landscape. Nitschke (2013) 
found that a training intervention improved 
the assessment and facilitation skills of TVET 
lecturers. Some studies highlighted the adverse 
impact of a lack of leadership commitment to 
talent in higher education. Lesenyeho (2017) 
found that poor leadership support resulted in 
weak application of general higher educational 
practices (i.e. performance management) and 
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subsequent high levels of turnover intentions 
among early career academics.

Leadership Competence: According to Schutte 
and Barkhuizen (2016) strategic leaders should 
possess the following types of competence: Aff ective 
(i.e. Internalising, Infl uencing, and Awareness); 
Cognitive (i.e. Strategic business intelligence, 
Prudence, and Applying); and Psychomotor (i.e. 
Complex overt response, Modus, and Guided 
response). A study by Robinson (2015) showed 
that TVET leaders are not developed or prepared 
for government ideologies such as rapid student 
enrolments by 2030. A study by Beharry-Ramraj 
(2016) showed that leaders at further education 
institutions should at the minimum focus on 
four constructs: leadership, governance, change 
management, and staff  development.

Invest in the development of new technologies: 
Information technology has dramatically 
changed the daily lives of individuals and 
business throughout the world. According to 
Schutte (2014:35) eff ective strategic leaders take 
the necessary action to remain at the forefront 
of the new technology, whether developing it 
internally or obtaining it externally. A study 
by Gençer and Samur (2016) showed that 
leadership characteristics might infl uence the 
technological competence of business leaders. 
Courville (2011) found that leaders should have 
extensive knowledge about the leadership process 
to integrate technology eff ectively in support of 
student achievement. A study by Hsieh, Yen and 
Kuan (2014) showed that technology leadership 
enhances teaching innovation, which in turn 
increase student’s academic optimism.

Drivers of corporate culture: An organisation 
culture consists of a complex of ideologies, 
symbols and core values that are shared 
throughout the organisation, and infl uences 
the way it conducts business (Hitt et al, 2013). 
Panico (2004) further states that although culture 
is a powerful infl uence that is able to create and 
sustain organisational performance, it is oft en 
neglected by leaders during transformational 
processes. An appropriate corporate culture can 
promote entrepreneurial spirit, foster, facilitate 
a long-term vision, and create an emphasis on 
strategic actions linked to the production of 

high quality goods and services. Organisations 
with strong cultures outperform those with weak 
cultures (Bipath, 2007:68). A study by Masale 
(2019) showed that leadership foresight drive 
and foresight predicted organisational culture 
dimensions such as strategic direction and success 
orientation, organisational values and norms and 
organisational dynamics and innovation.

Ethical leadership: Keating, Martin, Resick and 
Dickson (2007:7) defi ne ethical leadership as the 
way in which leaders use their social power in the 
decisions they make, action they engage in and 
ways they infl uence others. Ethical leaders are 
fundamentally about leading in a way that respects 
the rights and dignity of others (Resick, Hanges, 
Dickson, & Mitchelson, 2006:346). According to 
Zhu, May and Avolio (2004:16), leaders exhibit 
ethical behaviours when they are doing what is 
morally right, justice and good, and when they 
help to elevate their follower’s moral awareness 
and moral self-actualisation. Th e personal values 
of the leader will inspire corporate principles 
and decisions. Emphasising ethical practices is 
a critical criterion for leadership in organisation 
and it should be driven from the top leadership 
team throughout the organisation (Lorraine, 
2012). Mendonca (2001:268) claim that, an 
organisation’s long-term success is determined 
by the character of the leader, which makes the 
organisation reliable and build the confi dence of 
its stakeholders in the organisation. A study by 
Demi (2017) showed that senior management 
in TVET colleges should be supported and 
training to identify ethical leadership dilemmas 
in the workplace more eff ectively and introduce 
solutions of address problems in the best way 
possible.

Establishing strategic control: Strategic control 
has been long viewed as a major part of the strategy 
implementation processes. Control is necessary 
to help ensure that organisations achieve their 
desired outcomes of strategic competitiveness and 
above average returns (Hitt et al., 2013). According 
to Hagen, Hassan & Amin (1998:4), strategic 
control refers to corporate leaders understanding 
of the strategies being implemented in the 
various business units. According to Lorraine 
(2012: 87) the eff ective use of strategic control 
by corporate leaders is frequently integrated with 
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appropriate autonomy for subunits so they can 
gain competitive advantages in their respective 
markets. Autonomy provided by strategic control 
allows for the fl exibility and innovation necessary 
to take advantage of specifi c market opportunities 
(Lorraine, 2012:87).

RESEARCH DESIGN 
Research Approach 
A qualitative research approach was used in 
this study. According to Hennink, Hutter and 
Baily (2011: 56) qualitative research allows for 
exploring participant’s experiences in more 
detail. According to Bryman and Bell (2012), 
the qualitative approach helps researchers to 
understand the actions associated with subjective 
and values inherent realities. In this study the 
researchers aimed at understanding leadership 
capabilities at the TVET College. Th is 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 exist externally to an individual (Leedy & 
Ormrod, 2005:56).

Sampling 
Th e research was conducted at a selected 
Namibian TVET centre. Six participants were 
chosen for the study based on their knowledge. 
Th e sample consisted on an executive manager, 
three senior staff  members and two general staff  
members. Five of the participants were female, in 
possession of a degree and more than fi ve years 
of working experience. Permission to execute the 
study was obtained from the relevant authorities. 
Ethical clearance was obtained prior to the 
execution of the study.

Data Collection 
Semi-structured interviews were used to collect 
the data. Th e interviews were conducted using 
structured questions, allowing consistency 
throughout the interviews. According to Neuman 
(2014), structured questions assist the researcher 
in guiding participants in their discussions, 
which allow for the systematic collection of data 
on a defi ned area of interest. Th e interviews were 
tape-recorded, which served as a backup system 
during data analysis. Th is helped to ensure that 
the researcher did not draw incorrect conclusions 
from responses. In this study, the quality of the 

study was maintained at a high level to make sure 
that there was high objectivity and credibility.

Data Analysis 
Th eme (content) analyses were applied. During 
the interviews, the researcher listened carefully 
and identifi ed the frequency with which 
some of the factors were mentioned by the 
participants. Secondly, the indicated perceptions 
were translated into themes which were then 
categorised into main themes (Creswell, 2014). 
For the researcher it was imperative to ensure that 
all data collected were accurate and consistent. A 
complete introduction to the topic of the study was 
supplied with the interview questionnaire the day 
before the research interview session. Participants 
were encouraged to contact the researcher 
regarding any questions or uncertainties that 
might have come up.

FINDINGS 
Th e fi ndings of the research are presented in 
Table 1 below. Eight themes emerged from the 
interviews. Combined the themes that occurred 
the most included the building and maintaining 
of an eff ective organisational culture (mentioned 
nine times) as well as ethical leadership practices 
(also mentioned nine times). Other themes that 
emerged as important included the development 
and communication of a vision and engaging in 
valuable strategies (all mentioned eight times). 
Other themes to emerge included the development 
and implementation of balanced controls, the 
building of dynamic core competencies and the 
investment in new technologies (mentioned 
seven times) and fi nally the eff ective use of human 
capital (mentioned fi ve times).

Th eme: Engage in ethical practices 
Th e combined sub-themes relating to ethical 
practices at the TVET centre were the most 
implemented sub-themes at the institution. Th e 
participants reacted as follows when asked to how 
clear work ethics are:

Participant 2, “yes they are clear and compelling 
for people to act as such. As an employee of 
EVTC, I am guided by confi dentiality, respect 
and professionalism as some of the main ethical 
principles” (Participant 2, male with more than 
3 years of working experience, holds a master 
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degree and he is a staff  member).

Participant 4. “Very clear, in our core values, ethics 
is part of it leading to our mission and vision” 
(Participant 4, female with more than 5 years of 
teaching experience and she is a diploma holder).

Participant 1, “yes work ethics are clear and 
compelling to act ethically because we are provided 
with policies that we need to follow when conducting 
ourselves” (Participant 1, female, with more than 3 
years of working experience and a degree holder).

When it comes to sub-theme of creating awareness 
of the consequences of ethical failure, Participant 
2 said, “the leadership does create awareness that 
are fruitful advices; there are human resource 
policies and ethical principles to operate upon. 
(Participant 2, male with more than 3 years of 
working experience, holds a master degree and 
he is a staff  member)

Participant 4 stated that, “the leadership creates 
awareness of the consequences of ethical failures 

such as fi nes, lawsuits and loss of reputation. We 
are guided by governance policies of the TVET 
centre”. (Participant 4, female with more than 5 
years of teaching experience and she is a diploma 
holder).

Th eme: Build and maintain an eff ective 
organisational culture. 
Th is is the sub-themes of strategic leadership 
capability where one of the most appreciated and 
implemented according to the responses from the 
participants if found. Th e participants were able 
to mention some of their organisational norms as 
follows:

Participant 2, “our organisational cultures 
are accountability, teamwork, togetherness, 
professionalism, outstanding results and respect’’ 
(Participant 2, male with more than 3 years of 
working experience, holds a master degree and 
he is a staff  member).

Participant 6. “Our cultural norm is during 
orientation, induction of new employees, we inform 

TABLE 1: THEMES AND SUB-THEMES EMERGING FROM THE DATA

Main theme Sub-theme Frequency Total
Develop and Communicate 
Vision

Communication of the vision 3
8

Execute in line with the vision 5
Build dynamic core 
competencies

Provision of resources 3
7

Induction on new equipment 4
Emphasise and eff ectively use 
human capital

Performance recognition 1
5

Equal capacitation of staff 4

Invest in the development of 
new technologies

Daily utilisation of IT at work 5
7Freedom to buy relevant IT 

equipment 2

Engage in valuable strategies 
Awareness of opportunities 4

8Inclusivity in innovative decision 
making 4

Build and maintain eff ective 
organisational culture

Th ere are organisational norms 5
9Eff ectiveness of the organisational 

norms 4

Develop and implement balance 
control

Monitoring and control of works 5
7Involvement in fi nancial 

management 2

Engage in Ethical practices 
Clear work ethics 5

9Awareness of consequences of ethical 
failures 4
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and expose them to new employee expectations 
and that of the employer” (Participant 6, female, 
division manager, with more than 5 years of 
leadership experience).

Th eme: Develop and communicate the vision 
Th is strategic capability appeared to be one of the 
second most implemented at the TVET. Th e sub-
themes, execute in line with the vision is favoured 
and mentioned the most. Participants particularly 
mentioned how they are willing to execute their 
duties in line with the vision. However some 
few participants, though happy to execute their 
duties in line with the vision are not happy with 
the way the leadership communicate the vision. 
Th e participant reacted as follow on sub-theme 
communication of the vision:

Participant 2 stated that, “the leaders at the 
institution should regularly teach employees 
about why the business is in existence, what it 
is aiming and where does it wants to be in order 
for employees at diff erent levels to drive in one 
direction” (Participant 2, male with more than 
3 years of working experience, holder of master 
degree and he is a staff  member).

In addition to the above, Participant 5 added that 
“there is no communication that exist from the 
leaders, they do things that aff ect everyone and they 
do not consider asking the team” (Participant 5, 
female teacher with more than 5 years of working 
experience and possess a degree).

Participant 1 also supported this view by adding 
that, “no vision and mission statements of EVTC 
are communicated to staff  members. It is even very 
diffi  cult for new staff  members to know the vision 
and mission of the institution which was supposed 
to be included in the induction pack for the new 
staff  members” (Participant 1, female, with more 
than 3 years of working experience and a degree 
holder).

However, the other three (3) participants have 
diff erent experience from the above participants 
because they explained that the leadership 
communicate the vision and mission of the 
institutions as follows:

Participant 3: “Yes! Th ey occasionally speak about 

the vision and mission in order to remind the staff ”. 
(Participant 3, female with more than 5 years of 
teaching experience and she is a degree holder).

Participant 4 supported the views of Participant 
3 by stating that, “yes, they do develop and 
communicate because they show it in their daily 
duties each and every manager makes sure that 
their departments are well taken care off  and 
executed according to the company’s vision and 
mission”. (Participant 4, female with more than 5 
years of teaching experience and she is a diploma 
holder).

Th eme: Build dynamic core competencies. 
Th e sub-theme is one of the second most 
implemented strategic leadership capability at 
TVET Centre. Th e participants, for example, 
support the implementation of both sub-themes 
equally. Th e participants reacted as follows the 
sub-theme; Provision of resources; participants 
viewed them as follows:

Participant 6 state that, on provision of resource, 
“we continuously give guidance and training to 
staff  members, periodically review of the work 
completed and provide feedback to staff  members” 
(Participant 6, female, division manager, with 
more than 5 years of leadership experience).

Participant 4 supported Participant 6. “Th ey do 
this with passion where they are given mandate 
to do so” (Participant 4, female with more than 5 
years of teaching experience and she is a diploma 
holder).

However, the other participants have a diff erent 
experience on the provision of resources by the 
leadership:

According to Participant 5, “they are just negative 
people, and all they want is to prove to the staff  
that they do not know anything” (Participant 5, 
female teacher with more than 5 years of working 
experience and possess a degree).

Participant 3 supported the above view as follows; 
“not really! Th e subject that I train on is not really 
prioritised or counted on, when it comes to the 
provision of resource” (Participant 3, female with 
more than 5 years of teaching experience and she 
is a degree holder).
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Participant 1 supported this by adding that: “Not 
really, there are some other resources that the 
leaders were supposed to provide, but they feel like 
they are not important like Wi-Fi for staff  members 
and trainees’’ (Participant 1, female, with more 
than 3 years of working experience and a degree 
holder).

On the sub-theme; induction on new equipment, 
the Participants had this to say;

Participant 6: “We continuously off er refresher 
course in particular for new systems” (Participant 
6, female, division manager, with more than 5 
years of leadership experience).

Participant 4 supported the above: “Th e induction 
on new equipment is very relevant because the 
systems changes day by day, so one need to equip 
for current market systems” (Participant 4, female 
with more than 5 years of teaching experience 
and she is a diploma holder).

In addition, Participant 2 state that, “yes, the 
induction off ered is relevant. Induction oft en 
orientates and familiarises employees to new 
equipment, it enable the starter to be productive 
and perform best” (Participant 2, male with more 
than 3 years of working experience, holds a master 
degree and he is a staff  member).

Th eme: Invest in the development of new 
technologies 
Th e sub-themes relating to the investment in 
the development of new technology is one of the 
second most supported strategic capabilities that 
appears to be implemented. Below are views of 
the participants:

Participant 2 supported this theme by saying 
that, “I do agree that my organisation does and has 
encouraged me to use the ICT in order to produce 
and meet the organisation’s goals” (Participant 
2, male with more than 3 years of working 
experience, holds a master degree and he is a staff  
member).

Participant 4 states that, “yes, very encouraged, 
they do emphasise to us to use the latest technology 
in our communications and work as a whole” 
(Participant 4, female with more than 5 years of 
teaching experience and she is a diploma holder).

Participant 6 states that, “In this era, almost all 
aff airs are executed via computers, Microsoft  or 
other soft ware. We communicate eff ectively via 
emails” (Participant 6, female, division manager, 
with more than 5 years of leadership experience).

Th eme: Develop and implement balance control 
Th is theme is the third most implemented 
strategic capability at the institution. On the 
sub-theme monitoring and control of works, the 
participants reacted as follow:

Participant 3, “yes I am satisfi ed with way leaders 
control and monitor the work. Th ey ask for progress 
report from employees” (Participant 3, female with 
more than 5 years of teaching experience and she 
is a degree holder).

Participant 2. “Yes, I do feel satisfi ed. Leaders at 
the centre are eager to reach a high level of internal 
control, ensure stability and professionalism. Th ere 
are activity plan and performance appraisal system 
for leaders to control and monitor my work”. 
(Participant 2, male with more than 3 years of 
working experience, holds a master degree and 
he is a staff  member).

Participant 4. “Yes, I am satisfi ed. It’s done in 
an orderly manner and transparent, no strings 
attached” (Participant 4, female with more than 5 
years of teaching experience and she is a diploma 
holder).

Participant 6, “we have monthly reports, as 
supervisors, we review and guide where necessary 
and we have monthly meetings to act on our 
performance” (Participant 6, female, division 
manager, with more than 5 years of leadership 
experience).

Th eme: Emphasise and eff ectively use human 
capital 
Th e sub-themes of this theme were the least 
strategic leadership capability that is less 
implemented, more especially sub-theme; 
performance recognition of staff  members. 
Most Participants feels more need to be done for 
example:

Participant number 4 states that, “partially 
implemented, they only say it verbally which is not 
good enough for someone who is doing a good job. 
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It really demotivates someone’s passion to do his or 
her work thoroughly” (Participant 4, female with 
more than 5 years of teaching experience and she 
is a diploma holder).

Participant 3 supported this also by stating that, 
“No! I personally, at least I want to see myself being 
awarded a certifi cate for good performance, rather 
than just being thanked by word of mouth during 
results analysis times” (Participant 3, female with 
more than 5 years of teaching experience and she 
is a degree holder).

Participant 5 added: “No, they do not appreciate, 
they do not see the value of an individual and they 
undermine us” (Participant 5, female teacher with 
more than 5 years of working experience and 
possess a degree).

Participant 1 supported this notion by stating 
that, “not at all. Because they do not come back to 
me to tell me or give me recognition like certifi cate 
or performance bonus” (Participant 1, female, with 
more than 3 years of working experience and a 
degree holder).

DISCUSSION 
Th is research focused on the strategic leadership 
capabilities required for TVET colleges in 
Namibia. Th e interviews results in eight strategies 
leadership capabilities. A brief discussion of the 
fi ndings are presented in the section that follows.

As regards ethical leadership, the respondents 
were in agreement that ethical guidelines are 
clear and that they are aware of the consequences 
in the breach of ethical practices. Some of the 
responses also showed that leaders create an 
awareness of ethical practice and the workplace. 
In line with Loraine (2012) it is clear that leaders 
drive ethical behaviours in the TVET College. 
Furthermore as emphasised by Mendonca (2001) 
the organisation’s long-term success will be 
depended on the demonstration and involvement 
of leaders in ethical behaviours.

Th e fi ndings of this research also showed the 
importance role of leaders in building and 
maintaining an eff ective organisational culture. 
Th e respondents were in agreement that 
organisational norms are existing and that the 

norms are being reinforced through induction 
programmes. As confi rmed by the fi ndings of 
Masale (2019) TVET leaders play an important 
role in facilitating the establishment of a conducive 
organisational culture which will translate in the 
delivering of quality teaching for students.

Th e themes relating to the company vision 
and engagement of valuable strategies were 
mentioned second most. Th e participants in 
this study had mixed perceptions regarding the 
communication of the company’s vision. Some 
participants indicated that management takes 
great care in ensuring that all employees know the 
institution’s vision and direct their activities to 
achieve the vision. Other participants indicated 
that management tend to ignore the vision and 
as a result implement practices that have adverse 
implications for staff . As mentioned by Balkrishen 
and Mestry (2016) the communication and setting 
of goals are important to achieve the vision and 
strategies of TVET colleges.

Other themes to emerge included the investment 
in new technologies, the building of dynamic 
core competencies and balancing controls. Th e 
participants indicated that their organisation 
encourage the use of technology as part of their 
job duties and lecturing. Th e participants also 
mentioned that they are given training to update 
their knowledge on new systems and for the use 
new equipment. Th ese fi ndings are encouraging 
as technology is imperative for the innovative 
teaching (Hsieh et al., 2014) and student 
achievement (Courville, 2011).

Furthermore the participants were satisfi ed in 
terms of how leaders control their work and the 
extent to which they are allowed to participate in 
aspects that involve their work. Th ese fi ndings 
demonstrate that leaders display the necessary 
capabilities to invest in their employees and train 
them in the necessary aspects required to execute 
their jobs eff ectively (Nitschke, 2013; Schutte 
& Barkhuizen, 2016). Th e participants though 
did, as part of the theme “investment in human 
capital” indicated that that management does not 
recognise their performance adequately. Previous 
studies have shown that a lack of performance 
recognition can result in increased voluntary 
turnover intentions (Lesenyeho, 2017).
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Management implications 
Th is research contributed to the limited knowledge 
that currently exist on the role of leaders in the 
achievement of the strategic objectives TVET 
colleges. From the results it is clear that ethical 
leadership behaviour is paramount to instil an 
institutional culture driven by sound values and 
norms. Th e fi ndings of the study also highlighted 
the importance of leaders involving employees 
to drive the vision of the institutions. Moreover 
leaders also need to invest technologies and train 
lecturers to remain relevant in the TVET industry. 
Finally the fi ndings of the study also showed 
the importance of management recognition for 
performance. TVET colleges should focus on 
developing performance-based recognition and 
incentives to retain employees.

Limitations and recommendations of the study 
Th is research had some limitations. A qualitative 
research approach was followed which implies 
that the fi ndings cannot be generalised to other 
vocational training centres. Th e sample size 
only included the leadership of the selected 
vocational training centre. For future studies it 
is recommended that other stakeholders also be 
included to obtain a holistic perspective on the 
leadership capabilities of vocational training 
centres.

CONCLUSION 
In conclusion this research focused on the 
application of leadership capabilities in a 
Namibian vocational training centre. Th e 
research confi rmed the importance of leadership 
competence within the vocational training 
fraternity. Leaders should take cognisance of 
the fi ndings of this study to ensure the eff ective 
transformation and sustainability of vocational 
training centres.
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ABSTRACT 
Th ere have been alarming reports pertaining to 
unionisation and employee satisfaction in the 
textile and garment industry in Lesotho. Th e 
industry has experienced some industrial actions 
that were led by unions in which employees 
displayed their dissatisfaction. Reports indicate 
that unions in textile and garment industries 
usually do not work well together due to 
competition for power. Th erefore, the role of 
trade unions in enhancing employee satisfaction 
can be questioned. Th e research objective of this 
paper is to investigate perceptions of stakeholders 
on the eff ectiveness of unionisation in enhancing 
employee satisfaction in the textile and garment 
industry in Lesotho. Th e literature indicates that 
improving employee satisfaction in the textile and 
garment industries could reduce workplace stress 
and burnout, and possibly other factors such as 
unfavourable union activity. A qualitative study 
with various stakeholders was conducted. From 
the fi ndings, it is deduced that collaboration 
between unions and employers would improve 
the workplace experience of employees because 
grievances of employees and challenges of 
employers would be tabled and easily deliberated 
to reach the best consensus for the benefi t of all 
parties. Th e study further indicated the necessity 
for collaboration between unions and various 
stakeholders in the industry.

INTRODUCTION 
For many decades since the industrial revolution, 
manufacturing industries have been viewed as the 
key catalysts of economic growth and development 
throughout the world (Kamara, 2008; Lebaka, 

2006). Th is notion also holds for the textile and 
garment industry, which is contributing massively 
to the development of countries across the world. 
In Lesotho, the textile and garment industry is the 
largest exporter, as it contributes about 64% of 
revenue in the manufacturing industry (Central 
Bank of Lesotho, 2011a) and about 19% of GDP 
of the country (Overseas Development Institute, 
2009). Moreover, the Lesotho textile and garment 
industry accounts for about an 80% share of 
employment in the manufacturing industry, while 
the latter constitutes about 51.2 % of the total 
employment in the country (Bureau of Statistics, 
2008; Bureau of Statistics, 2013; Lebaka, 2006). 
From 2003 until 2008, employment in the textile 
and garment industry increased from 44,345 
to 45,310 employees (Overseas Development 
Institute, 2009). In fact, the Bureau of Statistics 
(2013) indicates that the textile and garment 
industry is the main source of employment in 
Lesotho, with more than 40,000 employees in 
the country. Th is development followed the 
adoption of the African Growth and Opportunity 
Act (AGOA) in the year 2000, which gave a high 
percentage of the textile and garments exports of 
Lesotho access to the United States of America. 
Meanwhile, a Southern African Customs Union 
(SACU) agreement on trade, signed in the year 
2000, also increased the market size of textile 
and garment exports of Lesotho through free 
access to South African markets (Kamara, 2008). 
In addition, this development also followed the 
expansion of the textile and garment industry 
in Lesotho due to the entry of foreign investors, 
mostly from Asia and a few from other countries 
such as South Africa, who control more than 90% 
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of this industry (Overseas Development Institute, 
2009).

Despite these great developments, the textile 
and garment industry in Lesotho forms part of 
the textile and garment industries throughout 
the world that have been experiencing serious 
challenges since the demise of the Multi-fi bre 
Arrangement (MFA) in 2004. Many countries 
are now faced with cost pressures, oversupply, 
and fi erce competition (McNamara, 2008). In 
response to these challenges, some manufacturers 
have engaged in undesirable behaviours such 
as depressing wages, reducing the quality of 
workspaces, and maximising the working hours 
per day, in an attempt to maximise profi ts 
(English, 2013; Hamann, Kambalame, De Cleene, 
& Ndlovu, 2008). In these attempts of profi t 
maximisation, the satisfaction of employees is 
likely compromised.

Since the main national resource in Lesotho is 
an abundant literate but unskilled labour force, 
more foreign textile and garment organisations 
have been operating in the country. Despite 
this advantage, many challenges come with 
engaging large workforces in the textile and 
garment industries. Rasiah and Ofreneo 
(2009) vindicate that poor countries with large 
supplies of unskilled labour become victims of 
unbecoming labour circumstances, which aff ect 
the satisfaction of employees. Th erefore, adequate 
attention should be directed in managing the 
labour force in the textile and garment industry 
of Lesotho with the view to improve employee 
satisfaction. A number of stakeholders, like trade 
unions, contribute to the management of the 
labour force in the textile and garment industry 
in Lesotho (Bennet, 2006; Overseas Development 
Institute, 2009). While signifi cant research has 
been carried out on the eff ect of unionisation 
on employee satisfaction, little has been done on 
the textile and garment industry, especially in 
less-developed countries. Th us, it is imperative 
to determine the perceptions of stakeholders on 
the eff ectiveness of unionisation in enhancing 
employee satisfaction in the textile and garment 
industry in Lesotho. Although the concept of 
employee satisfaction has been researched in 
various fi elds for more than half a century, it is 
still of interest today (Townsend, Sundelowitz, & 

Stanz, 2007). In addition, little research has been 
conducted on employee satisfaction in the textile 
and garment industries.

Th e next sections discuss the problem statement, 
research objectives, literature review, the 
methodology employed, fi ndings of the study, 
implications for managers, and the conclusion.

PROBLEM STATEMENT 
Th ere have been alarming reports pertaining to 
unionisation and employee satisfaction in the 
textile and garment industry in Lesotho. Th e 
reports include unfavourable working conditions 
due to long working hours with forced overtime, 
unlawful dismissals, trade union repression, 
job insecurity due to short-term contracts, 
supervision problems, low salaries, and lack of 
training and development opportunities (Kamara, 
2008; Lebaka, 2006). According to the Overseas 
Development Institute (2009), the textile and 
garment industry in Lesotho has some serious 
challenges that may be linked to the satisfaction 
of employees at work. Th ese challenges include 
poor labour relations due to language and cultural 
barriers among expatriate managers, supervisors, 
and national workers, and inadequate health 
and safety conditions and procedures at factory 
level. For the past few years, the industry has 
experienced some industrial actions that were 
led by unions in which employees displayed their 
dissatisfaction. In addition, reports indicate that 
unions in textile and garment industries usually 
do not work well together due to competition 
for power and fi ghts for high membership rather 
than the collective benefi t of all employees (Pike 
& Godfrey, 2012). In this case, the role of trade 
unions in enhancing employee satisfaction can 
be questioned. Th erefore, the following research 
question is asked: What are the perceptions 
of stakeholders regarding the eff ectiveness of 
unionisation in enhancing employee satisfaction 
in the textile and garment industry in Lesotho?

RESEARCH OBJECTIVES 
Th e primary research objective of the research 
for this paper was to investigate perceptions of 
stakeholders on the eff ectiveness of unionisation 
in enhancing employee satisfaction in the textile 
and garment industry in Lesotho.



894
WWW.IBC-CONFERENCE.COM

To this end, the secondary research objectives 
were to:

• explore the impact of unionisation on 
employee satisfaction in the textile and 
garment industry in Lesotho; and 

• determine eff ective strategies unions can 
utilise to improve employee satisfaction in the 
textile and garment industry in Lesotho 

LITERATURE REVIEW 
Th e global textile and garment industry, as one 
of the oldest, largest, and most global industries 
in the world, has grown drastically over the 
past centuries (McNamara, 2008; Overseas 
Development Institute, 2008). According to 
English (2013), McNamara (2008), and the 
Overseas Development Institute (2008), the textile 
and garment industry provides income through 
employment of people, foreign currency through 
trade, and ultimately contributes immensely to the 
GDP of countries, especially in low-income and 
developing countries. Specifi cally, this industry 
benefi ts nations that have abundant cheap labour 
and little technical expertise (Natsuda, Goto, & 
Th oburn, 2010), which are mostly found in African 
countries such as Lesotho (Bureau of Statistics, 
2013; Central Bank of Lesotho, 2011b). Owing to 
the large labour density and unbecoming labour 
circumstances that aff ect employee satisfaction 
in this industry among less-developed countries 
(Rasiah &Ofreneo, 2009), trade union activity 
has been seen as a mechanism to address labour 
issues (Sawatzky & Enns, 2012).

Conceptualisation of unions 
A trade union or labour union is any temporary or 
permanent combination of ten or more employees 
who act collectively under its constitution to 
address common issues (Lesotho Labour Code, 
1992). More specifi cally, a trade union or labour 
union is a legal group of employees who have 
come together for a purpose, in whole or part, of 
bargaining with employers on behalf of employees 
about terms and conditions of employment (Kunz 
& Garner, 2011). In Lesotho, employees have 
freedom of association and can freely become 
members of a registered trade union (Lesotho 
Labour Code, 1992). Generally, trade unions have 
two orientations, namely those that adhere to a 
business orientation and those that have a social 

movement orientation. Th e former orientation 
places trade unions into the left -oriented category, 
while the latter is associated with the conservative 
category (Anner, 2009). Anner (2009) further 
alludes to left -oriented trade unions that are 
usually transnational in that they involve activists 
in two or more countries. On the contrary, 
conservative trade unions accept the social status 
quo and pursue collaborations with employers at 
the organisational level. In Lesotho, unions utilise 
organisation-level collaborations through their 
representatives, pursue national collaborations 
among themselves and with government 
representatives through tripartite engagements, 
and enforce cross-national activism to achieve 
their mandates (Pike, 2012). Notably, the degree 
of response related to the eff ectiveness of the 
trade unions in enhancing employee satisfaction 
may depend on ideological orientations, access 
to social or political structures, and the ability to 
collaborate.

Th e signifi cance of employee satisfaction 
According to Ahmad, Mustafa, Ahmad, and 
Ahmad (2012), employees are the most important 
resource of an organisation, and their satisfaction 
at work benefi ts organisations in multiple 
ways. Although employee satisfaction has been 
studied in a variety of occupational settings and 
industries, little research has been conducted 
in the textile and garment industries. Employee 
satisfaction has enjoyed signifi cant attention for 
many decades, starting from the early 1900s to 
date, by researchers such as Edward Th orndike, 
Frederick Taylor, Elton Mayo, and Frederick 
Hertzberg (Townsend et al., 2007).

For instance, employee satisfaction increases 
effi  ciency, employee commitment, and turnover, 
lowers absenteeism and counterproductive 
behaviour, and improves various other aspects of 
organisational performance with varying results 
(Kunz & Garner, 2011; Mishra & Suar, 2010; 
Tewari, 2009; Van Dyk, 2010; Zatzick & Iverson, 
2011). Most importantly, this success may depend 
highly on involving other stakeholders to inform 
and guide management on the best practices 
and linking these attempts to the organisational 
objectives (Moura-Leite, Padgett, & Galan, 2011). 
Since employee satisfaction is an antecedent of 
other important organisational concepts such as 
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employee commitment, employee engagement, 
and employee turnover that are detrimental to 
organisational success, it remains important to 
investigate, especially in industries such as the 
textile and garment industry, which is labour 
intensive. Th is notion implies the eff ect policy 
makers and managers have on the textile and 
garment industry. In fact, success of this industry 
depends on the eff orts of policy makers and 
managers regarding the absolutely central and 
pervasive concern over employee welfare and 
management of employee satisfaction.

Th erefore, improving employee satisfaction in 
the textile and garment industries could reduce 
workplace stress and burnout, and possibly other 
factors such as unfavourable union activity, which 
can be detrimental to the overall organisational 
performance. Indeed, the levels and type of union 
activity can also aff ect the interminable growth 
of organisations (Dhammika, 2015). Th is view 
necessitates a review of the relationship between 
employee satisfaction and union activity.

Employee satisfaction and union activity 
Generally, unions bargain with management 
over wages, overtime, holiday, pay, timing, 
length of working hours, health and retirement 
benefi ts, and safety- and security-related issues, 
depending on laws in individual countries 
(Hipp & Givan, 2015). Th ese issues are regarded 
as factors in employee satisfaction, and their 
defi ciency can result in dissatisfaction among 
employees at the workplace. Consequently, 
employee dissatisfaction has become a major 
reason why employees turn to trade unions. 
Otherwise, satisfi ed employees do not feel the 
need for unions (Maniram, 2007). Further, it has 
been shown that employee satisfaction infl uences 
pro-organisational behaviour such as voting for 
or against union representation (Gebremichael & 
Rao, 2013). In this case, employees usually join 
unions because of the general understanding 
that unions involve individual protection and 
representation at work, and are the fi rst port of call 
for a member if and when she/he believes that one 
of his/her employment rights has been infringed 
(Sawatzky & Enns, 2012). Consequently, labour 
unions are regarded as collective voices through 
which the agency of worker representation 
takes place, whose absence results in fewer 

opportunities to address issues such as enhanced 
working conditions and workplace policies that 
aff ect the well-being of all employees (Kim, 
MacDuffi  e, & Pil, 2010).

However, joining unions does not necessarily 
mean an employee is dissatisfi ed at the workplace. 
Some research discovered that in some cases, 
members of the union were more satisfi ed with 
their work than their non-unionised counterparts 
were (García-Serrano, 2009; Hipp & Givan, 
2015). On the contrary, some research points out 
that unionised employees are less satisfi ed than 
their non-unionised colleagues are (Green & 
Heywood, 2010). On this view, it can be argued 
that union members are not necessarily less 
satisfi ed; rather, they have an opportunity to air 
their complaints without fear, unlike their non-
unionised counterparts. Th is notion echoes 
the exit-voice hypothesis (Hipp & Givan 2015), 
which distinguishes between true dissatisfaction 
and voiced dissatisfaction (Laroche, 2017). In 
this case, the researchers argue that unionisation 
may be utilised to enhance employee satisfaction 
in the textile and garment industry in Lesotho. 
Notably, the relationship between employee 
satisfaction and union activity has been regarded 
as country specifi c and not similar across all 
countries (Hipp & Givan, 2015). For instance, in 
some countries, collective bargaining is extended 
to all employees in organisations, including the 
non-unionised (García-Serrano, 2009). Despite 
these discrepancies, it is well established that 
improving employee satisfaction reduces labour 
disputes that prompt employees to join unions 
(Murphy, 2008).

According to Murphy (2008), employees 
collectively fi le their grievances through strikes, 
as they feel unable to change the unsatisfactory 
conditions on their own. In many countries, the 
textile and garment industry is experiencing high 
rates of strikes (Cox, 2015). Consequently, these 
strikes hamper organisational performance, and 
if prolonged, organisations may fi nd themselves 
faced with options of downsizing for survival 
or may have to shut down operations. Again, 
disruptive union activity may lower labour 
productivity due to restrictive work practices or 
lower fi rm investments that result from lower 
fi rm profi tability during industrial actions. In 
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addition, union voice may result in adversarial 
industrial relations and ineffi  cient fl ow of 
information between workers and management 
(Kim et al., 2010). Indeed Dhammika (2015) 
shares the same sentiments and asserts that 
employee unions are very much infl uential on the 
nature of the industrial relations across industries 
and nationally.

On the contrary, labour productivity may be 
higher in the presence of a union if unions play 
a monitoring role on behalf of the employer 
and are used eff ectively to promote harmonious 
relationships between organisational management 
and employees by attending to sources of 
dissatisfaction that employees have failed to 
change themselves (Kim et al., 2010). Th erefore, 
it may be concluded that unions can be utilised 
to advise management about company actions, 
policies, processes, and procedures that are likely 
to lead to discontent and counterproductive 
behaviour in the workforce and enhance employee 
satisfaction (Mosikidi, 2012). However, union 
activity must be controlled to a reasonable limit.

Despite the possibility of positive and negative 
eff ects of union activity on employee satisfaction, 
it is generally believed that unions are detrimental 
to employee satisfaction and organisational 
success (Dhammika, 2015). Th is notion indicates 
a need for organisations and industries, such as 
the textile and garment industry, to minimise 
disruptive union activity and focus on proactive 
and innovative ways of engaging unions for the 
benefi t of both employees and employers. In this 
case, employees must be free to join trade unions, 
which can contribute to collective actions by 
advising the management of the organisation and 
all other stakeholders about company actions, 
policies, processes, and procedures that are 
likely to lead to dissatisfaction or low employee 
satisfaction, and those that can lead to increased 
employee motivation and satisfaction (Mosikidi, 
2012). For instance, trade unions can ensure 
that employees in supplier factories receive all 
compensation due to them under the law with 
regard to hours, overtime premiums and benefi ts, 
and work with factory managers to ensure proper 
training on extra safety precautions (Seo, 2011). 
In this way, industrial action can be avoided by 
providing employees with the opportunity to 

infl uence change of the dissatisfying aspects 
of their jobs. Th e next section provides the 
methodological details of how the empirical 
investigation was conducted.

METHODOLOGY 
Th e study utilised qualitative methods to address 
the research objectives. Qualitative research 
methods enable researchers to gather and analyse 
information provided through language and 
behaviour exhibited in natural settings (Burns 
& Burns, 2008). Sampling was done from the 
population of this study, namely the employees 
(lower-level employees, supervisors, and 
managers) and industry advisors in the textile 
and garment industry in Lesotho. To gather 
data, purposive sampling was used to select the 
participants in order to represent all their classes/
characteristics. Th e selection of the qualitative 
sample was also based on respondents’ fl uency 
in English, especially with managers of Asian 
origin and lower-level employees, who were 
unlikely to be in possession of higher educational 
qualifi cations as their managerial counterparts 
were.

Data were collected from 10 textile and garment 
organisations, whereby one foreign manager, 
one local manager/supervisor, and two lower-
level employees were chosen. Th erefore, 
each organisation was represented by four 
participants. While managers participated 
individually, lower-level employees from all these 
10 organisations participated as two groups. Th e 
groups consisted of both union and non-union 
members. On the other hand, the Ministry of 
Labour and Employment (MLE), the Ministry of 
Trade and Industry (MTI), the Lesotho National 
Development Corporation (LNDC), and the 
private audit company were each represented 
by two offi  cers/managers from the relevant 
department. Th e Lesotho Textile Exporters 
Association (LTEA) and one trade union were 
represented by two executives per organisation. 
Th e sample for the collection of qualitative data 
consisted of 52 participants.

To gather data, semi-structured interviews were 
conducted with the employees in the textile and 
garment organisations and with the stakeholder 
representatives in the industry. Th e rationale for 
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utilising these interviews was to acquire in-depth 
knowledge about the eff ectiveness of unionisation 
in employee satisfaction and to create room 
for participants to express their feelings about 
contextual issues on how to improve employee 
satisfaction through unionisation. Th ese 
interviews were conducted individually with 
industrial stakeholders and managers, while 
lower-level employees participated in two group 
interviews that consisted of 10 participants each.

Qualitative data analysis utilised content analysis, 
which was done in Atlas.ti qualitative data 
analysis soft ware programme. Th emes were 
identifi ed, carefully checked, and cross-checked 
several times to ensure consistency and accuracy 
of the coding process. Equally important, the 
researchers considered the ethical implications 
of conducting the study. To this end, all ethical 
issues were addressed adequately, and the ethical 
clearance to conduct the empirical investigation 
was obtained.

FINDINGS OF THE STUDY 
Th e next section presents the perceptions of 
the research participants about the infl uence 
of unionisation on employee satisfaction in the 
textile and garment industry in Lesotho. In the 
codes, the letter M represents managers, S for 
supervisors, E for lower-level employees, and I for 
industry advisors. Each of these letters is followed 
by a number, which is used to identify a particular 
person. It is prudent to highlight that industry 
advisers in this study refer to representatives of 
MLE, MTI, and LNDC, an audit company, LTEA, 
and trade unions.

Th e infl uence of unionisation on employee 
satisfaction 
Most of the participants indicated that unions 
aff ected employee satisfaction in the textile and 
garment industry in Lesotho. Th ey referred to 
various issues related to unionisation, which 
brought satisfaction and dissatisfaction among 
employees in the industry. First, the participants 
identifi ed freedom of association as a factor of 
satisfaction. Th e following comments were made:

S5 (Local supervisor): “Anyone who wants to 
become a member may join; if you don’t want 
to, it’s your choice. Th is freedom makes us happy 

because we can come together and ask for many 
things for us at work.”

Second, the participants indicated that 
ineff ectiveness of unions denied opportunities to 
improve employee satisfaction. Some participants 
commented as follows:

M2 (Local manager): “Trade unions are more like 
a business; they don’t even care when the worker is 
sick, and all they are interested in is collecting the 
money and forget about our satisfaction.”

I8 (Industry advisor):“Th e unions are also 
supposed to give training to the workers but they 
don’t do that; they only promise the workers to fi ght 
for them instead of saying they will work together 
with the employer in order for things to be in order. 
Th ey don’t do that, which is the reason we always 
have unprotected strikes.”

Th ird, trade union politics contributed to 
dissatisfaction among employees in the industry 
with regard to their relations at the workplace. 
Some participants said the following:

M6 (Local manager): “Again, eh ... there are too 
many unions and they have friendship with country 
political parties. Every union has a friendship with 
one party and these unions fi ght each other because 
their agenda are politics.”

I2 (Industry advisor): “Th e relations between 
the trade unions themselves; I really don’t want 
to comment. Th ey match and split now and then 
employees suff er because of diff erent views that 
come to work.”

Fourth, participants were of the view that 
communication in unions was inadequate, 
inappropriate, and oft en led to misleading 
information given to employees in the industry. 
Th is perception is evidenced in the following 
comments:

S7 (Local supervisor): “Th e trade unions also give 
false information to the workers. Th ey tell them lies 
about the information in the labour code, which is 
not true. So the employees are not satisfi ed when 
things do not happen as their trade unions have 
said.”
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M6 (Local manager): “Trade unions have bad 
infl uence on employees. Th ey do not give their 
members correct information about labour rights, 
the labour code and the responsibility.”

Fift h, some elements of ill-discipline among 
employees, which were associated with 
unionisation and dissatisfaction, were highlighted. 
On this particular aspect, the participants said 
the following:

E1 (Lower-level employee): “Here at work, I am 
asking that we correct the behaviour of union 
members. Th ey think they know more than their 
managers and do bad things. Th ey do not listen to 
their supervisors.”

S1 (Local supervisor): “And also the issues of trade 
unions. If I belong to a certain trade union and you 
fi nd that sometimes it’s not in good relationship 
with the management here, then other employees 
start victimising others somehow. I think that’s 
that.”

M7 (Local manager): “Th e challenges come from 
the unions because you may fi nd that the employees 
are satisfi ed with what has been off ered to them. 
When they report to their union, the union will 
try to infl uence them not to accept the salary and 
make them strike, sometimes unprotected strike.”

Lastly, the participants pointed out some elements 
of corruption in the activities of trade unions, 
which ultimately hampered satisfaction of 
employees in the industry. One of the participants 
made the following statement:

S5 (Local supervisor):“In most cases, the unions 
are bribed. Th at’s the reason they fall or cause 

confl ict, and in the end, those who get hurt mostly 
are the workers. Th e unions are not eff ective, 
whether they are there or not.”

Th ese fi ndings imply that unionisation is an 
infl uential determinant of employee satisfaction 
(see Table 1). Th e participants indicated that 
many union activities aggravated employee 
dissatisfaction in the industry.

Notwithstanding the idea that freedom of 
association aff ected satisfaction of employees 
negatively, many participants indicated that 
ineff ective unions had no strength and focus 
to improve employee satisfaction. Problems 
cited included trade union politics that led 
to poor employee and labour relations; poor 
communication in unions in the sense of 
inadequate, inappropriate and oft en misleading 
information; employee disciplinary problems 
emanating from ill-discipline among union 
members at the workplace; and union corruption 
that denied opportunities for fair union 
intervention. Th ese challenges oft en led to 
employee dissatisfaction. Th ese fi ndings confi rm 
the general belief that union voice and activity 
may result in adverse industrial relations and 
ineffi  cient fl ow of information between workers 
and management, and ultimately employee 
dissatisfaction in the textile and garment industry 
in Lesotho.

Union strategies and employee satisfaction 
According to the participants, collective action 
was highly essential for enhancing employee 
satisfaction in the textile and garment industry 
in Lesotho. Various strategies in relation to what 
unions needed to do collectively and with other 

TABLE 1: EFFECTS OF UNIONISATION ON EMPLOYEE SATISFACTION

Unionisation Contextual Factors Perceived Eff ect on Employee 
Satisfaction

Freedom of association More satisfaction
Ineff ective unions No eff ect

Union politics Lower satisfaction
Poor communication in unions Lower satisfaction

Trade unions serve political parties Lower satisfaction
Unionisation aff ects employee 

discipline Lower satisfaction

Union corruption Lower satisfaction
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stakeholders to address employee satisfaction are 
presented in this section.

First, the participants indicated the necessity for 
collaboration between unions and employers to 
improve the workplace experience of employees. 
A participant highlighted the existing lack of 
collaboration between these two stakeholders 
and made the following statement:

M7 (Local manager): “Let me talk specifi cally 
about the unions and the employers. We don’t have 
scheduled meetings but on my side here when I am 
talking to the shop steward, I know I am talking to 
the owner of that union. I have the schedule myself. 
Once a month, I have a meeting with them to 
discuss issues that need to be addressed from both 
sides. But with the organisers we don’t meet, they 
meet with employees, not managers.”

Th e participants were of the view that forums 
of collaboration between union, government, 
and industrial partners were essential to manage 
employee satisfaction in textile and garment 
organisations. Th ese forums were regarded as 
necessary to address and discuss issues such 
as employees’ grievances, salaries and benefi ts, 
inspections, and training workshops. Some 
participants made the following statements:

I5 (Industry advisor):“What can be done is that 
all government ministries that have stake in the 
factories in collaboration with the agencies like 
LNDC in collaboration with the workers’ trade 
unions and also the workers’ representatives should 
have round table discussions.”

I3 (Industry advisor): “Yes there are something 
called buyers forum where they meet with LNDC 
and trade and also with the workers in isolation 
and then where we all meet together and discuss 
the issues concerning the workers.”

In addition, the participants shared the sentiment 
that unions should engage all stakeholders in 
setting industrial wages to enhance employee 
satisfaction in the industry. One of the statements 
made is as follows:

I4 (Industry advisor): “Maybe if we could be 
included in the committee which decides on salary 
increments, I think we could make a meaningful 

contribution because as it is now, we just implement 
what has been decided somewhere else where we 
are not involved, but we interact on a daily basis 
with investors. We know what their needs are, we 
know where our shortfalls are, we really never get 
an opportunity to contribute in planning stage.”

Another essential strategy linked to compliance 
strategies was joint inspections. Th e participants 
believed that unions could participate in joint 
inspections with the government ministries to 
enhance employee satisfaction in the textile and 
textile organisations. Th ese views are confi rmed 
by the following statements:

I5 (Industry advisor): “Th ese stakeholders should 
not work in isolation; they need collaboration 
because the workers issues aff ect them all. In as 
much as they have a stake, for example, contact 
a joint inspection because I have realised that as 
people they work in production, targets. We disturb 
them because we work in isolation, we are not 
unifi ed but we are addressing one same issue. When 
a police is bored he goes to the factories, we end up 
asking for things that aren’t our responsibility to 
ask about.”

I5 (Industry advisor): “buyers expect us to be 
their informers and report about the way things 
are in the factories … we need to work with Labour 
Department so that we can also report and have 
more orders”

In addition, participants were of the view that 
collective bargaining was necessary to manage 
employee satisfaction in the industry. Th ey 
highlighted the necessity to adopt the sectoral 
collective bargaining on the salaries and benefi ts 
of employees to strengthen the bargaining ability 
and to establish standard compensation packages 
for all employees in the industry. Some of the 
participants made the following statements:

I1 (Industry advisor): “If that union in terms of 
membership qualifi es for collective bargaining, then 
we advise management to sit down and negotiate 
in good faith. Collective bargaining is helpful to the 
employees and the employers if it is done in good 
faith.”

I9 (Industry advisor): “Some of those improvements 
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need to be made to introduce sectoral bargaining 
instead of negotiating at the company level. Let’s do 
it sectoral to make sure that whatever that has been 
agreed upon is applicable to everyone.”

Moreover, the participants saw a need for unions 
to participate in collective quarterly motivational 
visits as one of the eff ective strategies to be 
utilised for managing employee satisfaction in 
the industry. One of the participants made the 
following statement:

S1 (Local supervisor): “From what I have seen, 
the employees I think from time to time, the unions 
and other stakeholders can have sort of meeting or 
maybe address them from time to time even one 
in a quarter visit people in the organisation just to 
assure them how important they are in this industry 
and how much the government and the employers’ 
organisation need them. I think somehow that will 
be able to contribute to the satisfaction if they are 
able to interact with these people.”

From the above fi ndings, it is deduced that 
collective action between unions and other 
stakeholders in the textile and garment industry 
in Lesotho was essential for enhancing employee 
satisfaction (see Table 2).

In a nutshell, collaborations between unions and 
employers, and tripartite collaborations among 
unions, government, and industry partners/
associations on employee welfare matters can 
contribute immensely towards satisfaction of 
employees in the textile and garment industry in 
Lesotho. In addition, union representation and 
participation in industrial wages advisory boards, 
joint inspections, sectoral collective bargaining 

and collaborations in quarterly motivational visits 
in the industry are also regarded essential for 
enhancing employee satisfaction in this industry. 
Th e managerial implications for utilising these 
strategies are discussed in the next section.

MANAGERIAL IMPLICATIONS 
Th e fi ndings of the study indicated the necessity 
for collaboration between unions and various 
stakeholders in the industry. Specifi cally, 
collaborations between unions and employers, the 
Ministry of Labour and Employment and LNDC, 
government entities, and industrial partners 
were highlighted. Collaborations between unions 
and employers would improve the workplace 
experience of employees because grievances of 
employees and challenges of employers would 
be tabled and deliberated easily to reach the best 
consensus for the benefi t of all parties. Th is fi nding 
confi rms research fi ndings reported in literature 
that trade unions could partner with employers 
to deal eff ectively with employee issues. Similarly, 
collaborations between unions, government, and 
industrial partners were regarded as essential 
to address issues such as employees’ grievances, 
discuss salaries and benefi ts, and hold inspections 
and training workshops. In addition, trade unions 
could be represented in the Wages Advisory 
Board that sets minimum wages for the industry 
to ensure satisfaction with compensation in the 
industry.

Another essential strategy linked to collective 
action was joint inspections. Promotion of joint 
inspections was regarded as highly imperative 
in managing employee satisfaction in the textile 
and textile organisations, because it would save 
production time and eliminate confusion caused 

TABLE 2: UNION STRATEGIES FOR ENHANCING EMPLOYEE SATISFACTION

Strategies
Union-employer collaboration at organisational 
level

Collective action

Tripartite collaboration among unions, 
government and industry
Wages Advisory Board membership for setting 
industrial wages
Joint inspections
Sectoral collective bargaining
Quarterly motivational visits 
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by diff erent inspectors, whose demands were 
sometimes contradictory. It would also ensure 
the authenticity of reports prepared by trade 
unions since they would be represented offi  cially 
in scheduled inspections. Lastly, industrial 
collective bargaining on salaries and benefi ts 
of employees was identifi ed as very important 
to strengthen the bargaining ability and to 
establish standard compensation packages for all 
employees in the industry, which were deemed 
important for enhancing employee satisfaction 
in the industry. However, unions should not only 
bargain over issues such as salaries and benefi ts, 
but also must include other issues such as timing 
and length of working hours, health and safety, 
and other essentials, whose defi ciency can 
result in dissatisfaction among employees at the 
workplace.

At the same time, stakeholders could organise 
collective quarterly motivational visits to uplift  
employees in the industry. In this way, unions will 
not only be concerned about employee welfare 
but also ensure that employees perform well 
in their respective jobs. In view of the positive 
relationship between employee satisfaction 
and performance, these motivational visits will 
enhance both satisfaction and performance of 
employees in the textile and garment industry in 
Lesotho.

CONCLUSION 
Th e discussion above implies that unionisation 
aff ects employee satisfaction and can be used 
eff ectively in enhancing employee satisfaction in 
the textile and garment industry in Lesotho. In 
dealing with employee satisfaction, unions must 
not act alone but engage other stakeholders to 
ensure collective participation for more impact. 
At the industry level, unions should participate 
in annual forums that are intended for reviewing 
compensation of employees in the industry. Th ese 
reviews must focus not only on salaries but also on 
employee benefi ts, which should be implemented 
across all the textile and garment industries. Th e 
main participants in salary negotiations should 
be the MLE, LNDC, LTEA, and the trade unions.

At the organisation level, unions are supposed 
to bargain with management over issues such as 
salaries and benefi ts, timing and length of working 

hours, health and safety, and other essentials to 
address dissatisfaction among employees at the 
workplace. Th is view confi rms literature that 
states that unions bargain with management over 
wages, overtime, holiday, pay, timing and length 
of working hours, health and retirement benefi ts, 
and safety- and security-related issues. However, 
the performance ineffi  ciencies highlighted with 
unions in this industry indicate that this important 
role was not performed adequately. Ultimately, 
employees developed dissatisfaction with their 
jobs and organisations. Th is fi nding confi rms 
the general belief that unions are detrimental 
to employee satisfaction, productivity, and 
organisational success. Th erefore, unions in the 
textile and garment industry need to minimise 
disruptive union activity and focus on proactive 
and innovative ways of engaging employers 
for the benefi t of employees. Th is can be done 
by dialogue between unions and management 
on issues such as company actions, policies, 
processes, and procedures that are likely to lead 
to discontent and counterproductive behaviour 
in the workforce. All in all, the study indicates 
unionisation can be utilised to enhance employee 
satisfaction in the textile and garment industry in 
Lesotho.
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ABSTRACT 
Work engagement contributes positively to 
individual and organisational performance. 
Empowering leadership increases employee 
engagement, and coaching as a management style 
is an important aspect of empowering leadership. 
Th is study aimed to explore the infl uence of 
management’s application of coaching practices 
on work engagement of employees.

A quantitative research design with a convenience 
sample (n = 128) was used. Questionnaires 
were distributed electronically via email to sales 
personnel of an engineering company with a 
footprint across 28 countries. Th e Coaching scale 
(measuring coach-like behaviours) as derived 
from the Empowering Leadership Questionnaire, 
and the Utrecht Work Engagement Scale 
were administered. Th e perceived eff ect of 
management’s applied coaching practices on 
work engagement was measured from a follower 
perspective.

Findings indicate that management coaching 
practice is positively associated with all dimensions 
of work engagement and is a signifi cant predictor 
of the work engagement of sales personnel in the 
company. Th e fi ndings provide possible directions 
for how managers can engage with the employees 
in the sales environment, utilising manager-as-
coach strategies, in order to facilitate higher levels 
of work engagement. Th is study added value in 
that it confi rmed the positive impact of manager-
as-coach practices on work engagement of sales 
personnel who are working in diff erent countries 
across the globe.

Keywords: Empowering Leadership, Coaching, 
Manager-as-coach; Work Engagement, Sales 
Professionals, Sales coaching

INTRODUCTION 
Th e rise of engagement research in the 21st 
century is coupled with the signifi cance of human 
capital, employee involvement in organisations 
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(Bailey, Madden, Alfes & Fletcher, 2017) and 
the requisite for organisations to make the most 
of the contributions of employees (Rothmann 
& Rothmann, 2010). Work engagement, 
characterised by energetic and engaged employees 
that are linked with their work, have been shown 
to assist in understanding positive aspects in 
an organisation where workers feel satisfi ed, 
involved, and committed in their tasks (Albrecht, 
Bakker, Gruman, Macey & Sacks, 2015). Bakker 
(2009) states that organisations will have a 
competitive advantage if increased attention is 
given to planning and execution of activities that 
promotes engagement.

PROBLEM INVESTIGATED 
Morelli and Braganza (2012) argue that employees 
in sales are seen as very important role players 
in the way organisations execute their strategies 
and generate income. Selling is a stressful process 
that encompasses continuous competition with 
competitors, meeting targets and dealing with 
rejection (Loveland, Lounsbury, Parks, & Jackson, 
2015). Th e purpose of a salesperson as an employee 
is to promote sales, build and develop customer 
relationships, interaction with customers, and 
be a representative of the organisation (Miao & 
Evans, 2007). In turn, the organisations’ role is 
to defend and protect the emotions (Bradford & 
Weitz, 2009) and engagement (Verbeke, Dietz, 
& Verwaal, 2011) of salespeople as feelings 
of engagement is an important factor in the 
performance of the organisation.

Empowering leadership strives to enable follower 
performance, growth and learning (Ellinger, 
Hamlin, & Beattie, 2008). However, relatively 
few studies explored how and why empowering 
leadership relates to followers and what the 
mechanisms are through which it could infl uence 
employees’ work engagement (Erkutlu & Chafra, 
2013). Coaching is an important aspect of an 
empowerment leadership style (Ellinger et al., 
2008) that may be particularly benefi cial in 
promoting work engagement of sales professionals. 
Coaching could, for example, be instrumental in 
helping employees cope with stressful emotions, 
which in turn could help employees to focus 
more eff ectively on potential sales opportunities 
and the needs of their clients. In support of this 
argument, Kim (2014) suggests that the presence 

of managerial coaching empowers employees 
to be more engaged with their work as constant 
guidance is available in how to achieve their work 
goals.

Hakanen, Bakker and Schaufeli (2006) state 
that work engagement relates to an upturn in 
organisational commitment. Th erefore, if work 
engagement levels are enhanced by managerial 
coaching, which in turn lead to positive 
organisational performance, organisations should 
do more to develop coaching skills within their 
managers (Kim, 2014).

Th e engineering company targeted for this 
study operates across 28 countries globally. Sales 
professionals play an extremely important role in 
the organisation’s sustainability, and it is therefore 
crucial that the sales personnel who are deployed 
in these countries with their diff erent local cultures 
across the globe, perform optimally. Managers of 
the company are well trained, they have regular 
face-to-face contact with their personnel and are 
eager to scientifi cally verify how empowerment 
through management coaching enacted practices 
might infl uence the work engagement of their 
sales personnel. Results of this study may help 
the company to invest their training and human 
development resources wisely and may ultimately 
contribute towards the sustainability of the 
company.

RESEARCH OBJECTIVES AND 
HYPOTHESES 
Th e following hypotheses were set for the present 
study:

Hypothesis 1a: A manager’s enacted coaching 
practices relate positively and statistically 
signifi cantly to the work engagement of sales 
professionals.

Hypothesis 1b: Managerial coaching practices 
have a direct, positive impact on work engagement

LITERATURE REVIEW 
Work engagement 
Work engagement, as proposed by Schaufeli and 
Bakker (2010), signifi es a sense of energy and 
identifi cation with individuals’ work activities or 
tasks. Work engagement is theorised to be linked 
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to job performance as it suggests an energetic 
and involved motivational state that guides a 
person’s eff orts in completing activities and work 
tasks (Parker & Griffi  n, 2011). Numerous studies 
showed a positive association between work 
engagement and work role behaviours, both in-
role (Gorgievski, Bakker & Schaufeli, 2010) and 
extra-role (Sulea et al., 2012); innovation/creativity 
(Bakker & Xanthopoulou, 2013); adaptability 
(Barnes & Collier, 2013), and personal initiative 
(Den Hartog & Belschak, 2012).

Sales employees who demonstrate the 
characteristics of work engagement (i.e. vigour, 
dedication and absorption) should exhibit higher 
levels of performance as they are focused on their 
responsibilities and tasks (Schaufeli, Bakker, & 
Salanova, 2006). Yuan, Lin, Shieh and Li (2012) 
further argue that engaged sales employees are 
likely to display positive moods at work, which 
could result in genuine display of positive 
emotions when interacting with customers.

Contemporary organisations need the services of 
engaged employees (Schaufeli & Bakker, 2008). 
However, low levels of engagement have been 
found in many countries (Robertson & Cooper, 
2010). Maslach, Schaufeli, and Leiter (2001) 
theorised that the impact of the changing world 
of work is demonstrated in the expectations 
imposed on employees. Th ese expectations 
include expending more time and eff ort and 
acquiring greater skills and fl exibility, while the 
organisation, on the other hand, is off ering less in 

terms of career opportunities, employment and 
job security.

Dissatisfi ed employees are not committed to an 
organisation and they are also frequently absent 
from work in an attempt to cope with, or, escape 
from, the high work demands. Organisations 
with a disengaged workforce may experience 
severe fi nancial constraints and also lack the 
competitive edge to survive in the market. It is, 
therefore, important for management to focus on 
ways in which to enhance those aspects of the job 
that will make employees feel energetic, dedicated 
and engaged in their work (Mostert & Rathbone, 
2007). 

Empowering Leadership 
One type of management and leadership style 
that promotes higher levels of work engagement 
is ‘empowering leadership’ (EL). Th e fundamental 
diff erence between EL and more centralised 
control orientated leadership styles is the shift  in 
source control from leader to the team members 
(Arnold, Arad, Rhoades, & Drasgow, 2000). EL 
demonstrates that empowerment is a motivational 
process, and not merely the delegation of powers 
to followers (Park, Kim, Yoon & Joo, 2017). Th e 
ultimate aim of EL behaviours is to assist team 
members to function as a self-managed unit 
(Arnold et al., 2000).

Park et al. (2017) defi nes EL as leader behaviour 
that shares power with team members, thus 
enhancing the intrinsic motivational levels of 

FIGURE 1: OPERATIONALISATION OF EMPOWERING LEADERSHIP 
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the entire team. Essentially, EL emphasises the 
signifi cance of work, implements participative 
decision-making, conveys confi dence that 
performance will be outstanding, and removes 
bureaucratic constraints that eff ectively enhances 
the intrinsic motivational levels of the entire team 
(Park et al., 2017).

Although the number of studies that examines 
the premise of EL has increased in recent years, 
they have largely focused on job performance, 
while very few have studied the infl uence of 
empowering leadership on psychological state of 
mind (Park et al., 2017). Th is study follows the 
operationalisation of EL as defi ned in Arnold et 
al. (2000), according to which EL consists of fi ve 
core dimensions including leading by example, 
participative decision-making, coaching, 
informing and showing concern as depicted in 
Figure 1.

Arnold et al. (2000) acknowledges that some of 
the categories of EL are similar to those found 
in other leadership literature, but argues that the 
collective behavioural categories that form part of 
EL are characteristic of the roles and activities of 
leaders of empowered teams. In the present study, 
however, the focus is exclusively on the coaching 
aspect, because in recent years, the notion of 
manager-as-coach has emerged as an important 
indicator of eff ective management (Ellinger, 
Ellinger, Hamlin & Beattie, 2010).

Th e manager-as-coach 
Coaching in the organisational context has seen 
rapid growth in the last decade and is now widely 
used in many organisations around the world 
(Forbes, 2017). Coaching has many defi nitions, 
but there seems to be general agreement that 
coaching is a tailored intervention where a skilled 
professional (the coach) works individually with 
a person (coachee) in an organisational context 
to identify and achieve his or her personal 
development objectives (Boyatzis, Smith, & 
Blaize, 2006; Coutu & Kauff man, 2009).

Th e defi nition above relates to a context where 
the coach is a skilled professional. A diff erent 
application of coaching is for a manager to 
employ a coaching approach in what is termed 
managerial coaching or ‘manager-as-coach’ 

(Munteanu & Raţiu, 2018). Managerial coaching 
is a developmental interaction between a coach 
(the manager) and a coachee (the employee) with 
the aim of helping the coachee grow and develop. 
Th is is achieved by the manager providing 
focused feedback and posing questions instead of 
taking a directive approach (Richardson, 2009). 
Th e ‘manager-as-coach’ approach is considered a 
lead indicator of eff ective management (Ellinger 
et al., 2008). Th is approach is an example of 
the abandonment of a command-and-control 
management style in favour of a more inclusive, 
empowering and participative style aimed at 
improving customer relationships, organisational 
performance, and competitive advantage (Ellinger 
et al., 2010; Hamlin, Ellinger, Beattie, 2009).

For a manager to act as a coach, certain skills 
are required. According to Ellinger, Ellinger and 
Keller (2003) essential skills include listening, 
analysing, interviewing, eff ective questioning, 
observing, giving and receiving feedback, 
communicating, setting clear expectations and 
creating a supportive environment. Other skills 
include having a team approach, valuing people 
over task, accepting ambiguity, and facilitating 
employee’s development (Maclean et al., 2005). 
Not all managers have these skills and developing 
the skills takes time and must be an intentional 
process (Grant & Hartley, 2013). Apart from 
skills, it has also been shown that managers 
choose to engage in coaching behaviour based on 
their belief in the extent to which an employee’s 
personal traits can be developed (Heslin, 
Vandewalle, & Latham, 2006).

Employing a manager-as-coach approach appears 
to have signifi cant benefi ts to both the employee 
and organisation. Benefi ts include positive 
infl uence on employee performance; employee 
satisfaction and performance; organisational 
commitment; reductions in turnover intention; 
performance improvement; enhanced project 
management outcomes; customer satisfaction; 
and increased sales performance (Ellinger et al., 
2003; Hagen, 2012).

From this brief review of research into work 
engagement, empowering leadership and 
the manager-as-coach approach, it can be 
concluded that managerial coaching, as a form of 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

909

empowering leadership has an important part to 
play in improving employee engagement resulting 
in increased organisational eff ectiveness.

Empirical relationship between Coaching and 
Work Engagement 
According to Badrinarayanan, Dixon, West and 
Zank (2015, p. 1092), coaching for salespeople 
is an “action-oriented process of equipping 
salespeople with appropriate knowledge, skills and 
abilities that contribute towards their cognitive, 
emotional and behavioural development and 
enable them to achieve sales and organisational 
goals”. Similarly, Cavanagh and Grant (2014), 
and Williams, Palmer and Edgerton (2014) state 
that managerial coaching can be observed as a 
signifi cant development collaboration and a route 
of empowering employees to surpass great levels 
of performance. Th erefore, managerial coaching 
is a holistic process to aid sales employees to 
develop themselves for improved performance, 
potential and vitality for the work they do 
(Schaufeli & Bakker, 2010). Schaufeli and Bakker 
(2004) found evidence for a positive relationship 
between supervisory coaching (as a job resource) 
and work engagement among four diff erent Dutch 
samples. Th is positive relationship was confi rmed 
in subsequent studies where supervisory 
coaching explained daily work engagement of 
employees (Xanthapoulou, Bakker, & Demerouti, 
2007). However, to the best of our knowledge, no 
evidence of such a relationship exists within the 
sales context specifi cally.

RESEARCH METHODOLOGY 
Approach 
In the choice of an appropriate research design, 
we followed the guidelines by Spector (2019), who 
recommends the use of a cross-sectional research 
design as preferred option in cases where little 
prior knowledge exists regarding the relationship 
between constructs employed. Since, to the best 
of our knowledge, previous research that focused 
on the manager as coach as a specifi c and unique 
dimension of empowering leadership in relation 
to work engagement levels of sales professionals 
appears to be sparse, a cross-sectional design was 
chosen for this study.

Measures 
Th e study focused on employees’ perceptions of 
the manager’s enacted coaching practices as a 
means of empowerment and its eff ect on their 
experienced levels of work engagement.

Th e coaching scale of the Empowering Leadership 
Questionnaire (ELQ) and the Utrecht Work 
Engagement Scale (UWES) were administered. 
Th e selected scale to measure coaching practices 
(ELQ) consists of 11 questions (Arnold et al., 
2000). Responses were evaluated using a 5-point 
Likert Scale varying from 1 (Never) to 5 (Always). 
A previous study covering fi ve organisations and 
four diff erent industries found the coaching scale 
to be reliable, with all values well above the 0.7 
threshold (Arnold et al., 2000).

Th e Utrecht Work Engagement Scale (UWES) 
(Schaufeli & Bakker, 2002) is a 17-item self-
report questionnaire that measures work 
engagement by means of three subscales namely 
vigour, dedication and absorption on a 7- point 
Likert scale ranging from 0 (never) to always (6). 
Th e UWES has been found to have acceptable 
reliability coeffi  cients as reported in South Africa 
and internationally and reliability for the three 
constructs ranged between .78 and .89 in a South 
African study (Simons & Buitendach, 2013).

Research Procedure 
Aft er obtaining ethical clearance from the 
university, and permission from the managing 
director of the specifi c engineering company 
where the study was done to conduct the 
research, personnel from the Human Resource 
Department duly informed all sales personnel 
of the nature of the study and invited them to 
participate on a voluntary basis. Aft er allowing 
some time for consideration, prospective 
participants were given a link to the consent form 
and questionnaire which they could complete at 
their convenience. Th e research questionnaire was 
distributed electronically via the Google Forms 
platform to all sales professionals employed by 
the engineering company in question across its 28 
diff erent operations globally. All questionnaires 
were captured by assigning a code which 
participants were asked to compile themselves 
and which could not later be retraced to a specifi c 
respondent in order to ensure confi dentiality.
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Statistical analysis 
Data was analysed by using Structural Equation 
Modelling (SEM) in Mplus 8.2 (Muthén & 
Muthén, 2018) and the maximum likelihood with 
robust standard errors estimator (MLR) was used 
to test the structural model. Biographical data was 
calculated with SPSS V25.0 (IBM Corp, released 
2017), including means and standard deviations 
for latent variables.

Absolute fi t indices including the chi-square 
statistic and the root means square residual of 
approximation (RMSEA) were used together with 
incremental fi t indices such as the non-normed 
fi t index (NNFI)–also known as the Tucker-Lewis 
index, (TLI) and the Comparative Fit Index (CFI) 
to assess the data (Hair, Black, Babin & Anderson, 
2010). Model fi t was deemed acceptable when the 
CFI and TLI levels are equal to or above the 0.90 
level (Wang & Wang, 2012) and the RMSEA value 
should preferably be below 0.08 (Van de Schoot, 
Lugtig, & Hox, 2012). Th e Akaike Information 
Criterion (AIC) and Bayes Information Criterion 
(BIC) were used to compare alternative models, 
and models with lower AIC and BIC values were 
preferred (Wang & Wang, 2012). Correlation 
coeffi  cients were also calculated with Mplus 

and reported through practical signifi cance. 
Parameters for the correlation coeffi  cients were 
considered as small eff ect when r ≥ 0.10, medium 
eff ect r ≥ 0.30, and large eff ect r ≥ 0.50 (Cohen, 
1988). Statistical signifi cance was set at 95% level 
for all parameters, i.e. p ≤ 0.05.

RESULTS 
Out of 300 questionnaires distributed, 128 were 
returned which resulted in an acceptable 42.67% 
response rate. Due to the global footprint, 
some countries did not allow inclusion of all 
proposed biographical indicators. We were 
nevertheless able to determine that the majority 
of respondents (85%) were male and more than 
50% of the respondents were aged between 36 
and 50. Both these indicators are in line with the 
overall company profi le. Of the 128 respondents, 
the majority of sales professionals (73%) had 
personal face-to-face contact with management 
at least once a week, while 25% interacted with 
management on a daily basis. A mere 6% of 
respondents reported personal interaction with 
management on a less frequent basis.

Th e data obtained from the coaching measure, 
indicates that the majority of respondents 

TABLE 1: DESCRIPTIVE STATISTICS FOR COACHING STRATEGIES EMPLOYED BY THE MANAGER 
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reported that their managers “Frequently” or 
“Always” encouraged employees to identify areas 
in which they needed more training, suggested 
ways in which to improve the work group’s 
performance, encouraged work groups to solve 
problems together and encouraged them to 
exchange information amongst each other.

Alarmingly, 20.40% of respondents reported that 
their managers “Never” or “Almost Never” taught 
work group members how to solve problems on 
their own and a further 25.20% reported that 
their leaders only “Sometimes” taught this skill. 
However, a mean frequency of 3.81 suggests that 
respondents generally perceive their managers 
to employ coaching strategies ranging between 
“Occasionally” to “Frequently”.

Table 2 summarises the descriptive fi ndings 
pertaining to work engagement as measured 
using the UWES.

Th e data obtained from the UWES indicates that 
60% of respondents on average reported feelings 
of work engagement at least “A few times a week”. 
Of these respondents, 21% reported feelings 
of work engagement “Every day”. On average, 
an astonishing 80% of the respondent group 
reported feelings of work engagement at least 
“Once a week”.

When evaluating the respective constructs 
individually, the data shows a mean frequency 
of 4.51 for Vigour, 4.68 for Dedication, and 4.27 
for Absorption, suggesting that respondents 

TABLE 2: DESCRIPTIVE STATISTICS FOR WORK ENGAGEMENT 
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experienced these respective feelings on average 
between “Once a week” and “A few times a week”. 
Th e feelings of Absorption are notably the only 
construct that scores more towards “Once a 
week”. Factors that infl uence this lower rating, 
is that 29.8% of respondents reported that they 
tended to forget everything else around them 
when they worked “A few times a month” or less. 
Similarly, 35.5% of respondents reported getting 
carried away when they were working “A few 
times a month” or less. Th e biggest infl uencing 
factor on the lower mean of Absorption was that 
43.3% of respondents reported that they only 
found diffi  culty in detaching themselves from 
their work “A few times a month” or less.

In sum, the data indicates that the respondent 
group could on average be considered actively 
engaged in their work, with 80% of the respondent 
group reporting feelings of work engagement at 
least “Once a week”.

Confi rmatory factor analysis (CFA) was conducted 
to verify the most appropriate representation of 
relationships among variables and their fi t to the 
observed data. For this purpose, three possible 
measurement models were tested: In Model 1, the 
coaching variable was considered as one latent 
variable measured with 11 scale items, and the 
work engagement variable was specifi ed in line 
with previous research (Schaufeli et al., 2006) as a 
second order latent variable with three fi rst order 
latent variables–vigour (6 items), dedication (5 
items), and absorption (6 items). Model 2 diff ered 
from the fi rst model in that work engagement 
was specifi ed as a single latent order variable 
measured by 17 observed items only.

In the third and fi nal model, the coaching variable 
was measured as before, but work engagement 
was specifi ed as three fi rst order latent constructs 

– absorption, dedication and vigour – that were 
allowed to correlate. Table 3 below contains all fi t 
indices for competing models.

As is evident from Table 3, the model which off ers 
a factor structure according to theory (Model 1), 
clearly demonstrates the best fi t to the data–the 
set fi t criteria consistently refl ect superior results 
in all instances (χ2 = 532.787; df = 343; TLI = 
0.91; CFI = 0.92; RMSEA = 0.066 [0.055, 0.077]) 
including the lowest AIC and BIC values, in 
comparison to the alternative models.

Testing the structural model

Th e preferred measurement model (Model 1) was 
used as basis to test a structural model.

Reliability analysis reveals that all values are well 
above the 0.70 threshold; the scales and sub-scales 
can therefore be considered reliable. Hypothesis 
1a is accepted.

From Table 4, we are also able to determine that 
the type and nature of the relationship between 
coaching and work engagement can be considered 
as large (r = 0.53). In addition, coaching also has 
a large eff ect on each of the sub-dimensions of 
work engagement.

Based on the observed highly signifi cant 
associations, a structural model was tested with 
latent variable modelling as implemented by 
Mplus, version 8.2 (Muthén & Muthén, 1998-
2018). Our hypothesised model demonstrated 
the following fi t indices: (χ2 = 552.791; df = 346; 
TLI = 0.90; CFI = 0.91; RMSEA = 0.069 [0.058, 
0.079]). Th ese results indicated our model-to-
data fi t could be considered as acceptable.

Direct eff ects 
Table 5 contains the path coeffi  cient for the direct 

TABLE 3: FIT STATISTICS FOR COMPETING MEASUREMENT MODELS

Model 2 df TLI CFI RMSEA AIC BIC
1 532.787 343 0.91 0.92 0.066 [0.055, 0.077] 8592.768 8850.869
2 552.791 346 0.90 0.91 0.069 [0.058, 0.079] 8612.135 8861.728
3 539.965 965 0.91 0.92 0.066 [0.055, 0.077] 8592.812 8856.586

χ2: chi-square statistic; df: degrees of freedom; TLI: Tucker-Lewis index; CFI: comparative 
fi t index; RMSEA: root means square residual of approximation; AIC: the Akaike Information 
Criterion; BIC: Bayes Information Criterion.
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eff ects of the latent variables.

Th e path coeffi  cient for the direct eff ect of coaching 
on work engagement reveals that coaching was a 
signifi cant predictor for work engagement (β = 
0.52, p < 0.001), and therefore H1b is accepted. In 
reality, this would translate to a situation whereby 
respondents who have been exposed to coaching 
practices by their manager would be more likely 
to consider themselves engaged in their work roles 
as refl ected in experiences of vigour, absorption 
and dedication to their work.

Managerial implications 
Th is study augments our understanding of how 
follower perceptions of management coaching 
practices as specifi c mechanism through 
which the empowering leadership style aims to 
infl uence followers, impacts sales professionals’ 
work engagement. We make a new contribution 
to the existing research base by specifi cally 
focusing on the eff ect of a manager’s coaching 
eff orts to empower sales professionals within an 
engineering business environment that operates 
on a global scale to experience work engagement 
regardless of the country within which they 
are stationed. Th e data revealed that 80% of 
respondents experienced work engagement at 
least once a week. Of these respondents, 60% 
reported work engagement more than once a 
week and 21% felt engaged at work every day.

It is evident that employees perceive their 
managers’ coaching practices to be conducive to 
their experienced levels of work engagement. Th is 
fi nding is in line with Dahling,Taylor, Chau and 
Dwight (2016), who state that sales managers who 
make use of coaching as a management model see 
it as an important resource for personal learning 
in the fi eld of sales. By having coaching sessions 
in giving feedback, establishing expectations and 
reinforcing positive behaviour, sales managers 
and supervisors foster a culture of improved 
performance (Th e American Society for Training 
and Development, 2011). Furthermore, these 
fi ndings underscore research suggesting that 
managerial coaching and performance feedback 
is essential to leaders in helping organisations 
to create a competitive advantage (Albrecht et 
al., 2015). Lin et al. (2016) confi rmed that the 
moderating eff ects of supervisor coaching on 
engagement and sales performance were stronger 
for employees who received higher levels of 
supervisor coaching. Sales managers are therefore 
encouraged to actively upskill in coaching 
behaviours through training and enact these 
coaching practices on a regular basis in order to 
activate higher levels of engagement.

Th is study further provides important practical 
guidelines to leaders, managers and organisations 
for building an engaged sales workforce. For 
example, it is recommended that supervisors 

TABLE 4: RELIABILITY AND CORRELATIONS FOR LATENT VARIABLES AS PER MODEL 1

ρ 1 2 3 4 5
1 Coaching 0.96 1
2 Work engagement 0.92 0.53** 1
3 Vigour 0.84 0.54** 0.98** 1
4 Dedication 0.90 0.52** 0.97** 0.52** 1
5 Absorption 0.84 0.49** 0.92** 0.93** 0.88** 1

** Correlation is signifi cant at the 0.01 level; ρ – Reliability; SD= standard deviation; Parameters for 
the correlation coeffi  cients was considered as small eff ect when r ≥ 0.10, medium eff ect r ≥ 0.30, large 
eff ect r ≥ 0.50 (Cohen, 1998).

TABLE 5: STANDARD REGRESSION COEFFICIENTS OF COACHING AND WORK ENGAGEMENT

Variable Estimate SE Est/SE p
Work engagement ON 
 Coaching 0.524 0.092 5.724 0.000
SE: standard error; Est/SE: estimate divided by standard error; signifi cance value – p was considered 
signifi cant at p < 0.05.
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provide feedback to employees on how well they 
perform their assigned tasks, and suggest better 
ways for doing so. When doing so, employees’ 
optimism levels are heightened, and consequently 
they are more engaged (Xanthapoulou, Bakker, 
Demerouti, & Schaufeli, 2012). In addition, the 
recent trend of increased spending on equipping 
sales managers with coaching skills (Jordan & 
Vazzana, 2012) is justifi ed by the fi ndings of 
the present study. Organisations are therefore 
encouraged to continue and even increase such 
spending. Apart from formal training, sales 
managers should be made aware of the positive 
eff ect of a manager-as-coach approach on their 
sales team. Human resource practitioners could 
play a role in creating this awareness. Finally, 
organisations should re-examine their structures 
to promote opportunities for manager-as-coach 
interactions. Co-location of managers and their 
salespeople for example will promote manager-
as-coach initiatives. Organisations who openly 
support and encourage coaching approaches will 
likewise encourage employees to be open and 
receptive towards manager-as-coach interactions.

Educational implications 
Findings of the current study provide further 
support to previous research indicating that 
empowering leadership, as demonstrated 
through coaching behaviours towards employees, 
is of special importance in enhancing sales 
professionals’ experienced levels of work 
engagement (Badrinarayanan et al., 2015). 
Th e present study also answers the call from 
scholars in the fi eld of sales coaching research 
on the need for more research into how sales 
managers can utilise coaching skills to enhance 
performance among salespeople (Shannahan, 
Bush & Shannahan, 2013), as well as for closing 
the gap between claims made by practitioners 
versus what is known from empirical research 
(Badrinarayanan et al., 2015).

CONCLUSIONS 
Th is study investigated the eff ect of managements’ 
enacted coaching practices on the work 
engagement of their salespeople. Th e fi ndings 
suggest that when sales managers engage in 
manager-as-coach behaviour, work engagement 
does indeed increase. Enacted management 
coaching practice is therefore a signifi cant predictor 

of sales personnel work engagement. Th is fi nding 
supports previous fi ndings on the importance 
of coaching by managers in a sales environment 
and provides a set of recommendations to further 
promote this practice.

Recommendations for future research 
Th e present research was specifi cally designed to 
obtain responses from sales professionals. Future 
research could consider the eff ect of coaching 
practices on sales professionals’ intrinsic 
motivation – as opposed to more externally 
regulated forms of motivation – as mediator 
in the coaching-performance relationship. A 
follow up study could include the perspectives 
of sales managers themselves in addition to 
those of the sales professionals to provide a more 
comprehensive understanding of the topic. Further 
research is also required on the characteristics of 
managers that aff ect their willingness to engage in 
manager-as-coach activities. Th e situations and 
context within which to use manager-as-coach 
behaviours within the sales environment also 
needs further investigation.
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ABSTRACT 
A new thinking of implementing inspirational 
leadership strategies need to be examined that can 
intrinsically increase the well-being of employees, 
to overcome these increasing levels of work load, 
technology invasion and stress, with decreasing 
social connectedness. Using an optimisation of 
employee well-being and altruistic culture, within 
the spiritual leadership domain is proposed as an 
option.

Th is study adds to the body of knowledge by 
investigating how employee well-being can be 
increased by inculcating an altruistic love culture 
amongst its employees. To achieve this objective, a 
theoretical framework of spiritual leadership in the 
workplace was selected as the basis of the research 
with altruistic love as an important motivational 
driver in the intrinsic model to achieve employee 
well-being. Six values, derived from literature, 
were purported to contribute to employee well-
being. Th ese values were: appreciation; kindness; 
integrity; compassion; humility and forgiveness. 
In this empirical, quantitative study using an 
exploratory experimental design and a survey 
method, the employee well-being model served 
as a basis for the questionnaire. Sampling (n=158) 
was random and questionnaires were delivered 
both by hand and electronically to a population 
of employees in a wide range of organisations. 
Th e objective of the research was to investigate 
the eff ect of altruistic love values in achieving a 
positive impact on employee well-being.

Empirical results revealed that appreciation, 
kindness, integrity and humility were signifi cantly 
and positively related to employee well-being (R2 
= 0.42). Compassion was signifi cantly negatively 
related to employee well-being, with all these 
fi ve identifi ed factors contributing 42% of the 
explained variation towards employee well-being. 
It was postulated that by increasing the value 
levels of leadership in an organisation, to drive 
a positive altruistic culture, which refl ects in the 
values of appreciation, kindness, integrity and 
humility, the levels of employee well-being in the 
workplace could be signifi cantly increased.

Keywords: altruistic culture; employee well-
being; spiritual leadership; appreciation; kind-
ness; integrity; humility. 

INTRODUCTION 
In the last decade research has centred on the 
positive features connected with people and 
businesses. Such research emphasised that 
healthier, successful businesses cannot be attained 
exclusively by means of corrective actions 
(Luthans, 2002). Instead, there is general opinion 
that preserving company, as well as individual, 
well-being is essential (Warr, 2007). Spiritual 
leadership theory (SLT) has been recently 
identifi ed as a leadership style, and one not yet 
recognised amongst researchers in Southern 
Africa (Makka, 2019; Ruddock & Cameron, 
2010). SLT is understood to be “…the values, 
attitudes and behaviours necessary to intrinsically 
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motivate one’s self and others so that they have 
a sense of spiritual survival through calling and 
membership” (Fry, 2003, p. 694-695).

Within a company, the SLT goal is to always make 
use of the essential desires of the leader and of 
the follower, to ensure spiritual well-being by 
inspiring a feeling of meaning and connection 
amongst every employee, entire corporate groups, 
and on every business level (Fry & Slocum Jr., 
2008). Th erefore, this SLT according to Fry and 
Cohen (2009, p. 266–267) nurtures substantial 
amounts of “Employee well-being, organisational 
commitment, fi nancial performance and social 
responsibility”. Th is might result in aff ecting the 
company’s triple bottom line of people, planet 
and profi t (Fry & Slocum Jr., 2008). By way of 
exhibiting the required beliefs, behaviour and 
outlook, the spiritual leader essentially inspires 
people, as well as themselves “towards a sense 
of spiritual expression through calling and 
membership” (Daft , 2008, p. 442). As examples 
of role models, one can examine some famous 
spiritual leaders: Th e late Mahatma Gandhi, 
Mother Teresa, Nelson Mandela and the 
Archbishop Desmond Tutu (Parameshwar, 2005).

Spiritual leadership theory (SLT) is aimed 
at frame-working a completely new model 
in leadership. Th ere is a scarcity of literature 
available to clarify the eff ect of specifi c principles 
of workplace spirituality on employee actions. A 
crucial aspect, as recognised in existing research, 
is ‘Altruistic love’ (Fry & Matherly, 2006). For 
the purpose of this study, ‘Altruistic love’ can be 
described as a spiritual element of a human being.

SLT drives a company culture that is determined 
by self-sacrifi cing love, which usually raises both 
leader and follower commitment (Fry, 2003). SLT 
appeals to the employee’s altruistic feelings, the 
defi nition of which can be described as “the love 
of one’s fellow humans that leads to de-emphasis 
on one’s self-interest and focuses instead on the 
interests of others” (Lantos, 1999, p.224).

Th e management dilemma (issue) tackled in 
this study was Occupational Care South Africa 
(OCSA) uncovered startling statistics in South 
Africa, that up to 15% of personnel take sick 
leave daily, which results in roughly R16 billion 

per annum cost to the economy (Occupational 
Care South Africa, 2013). Research performed 
by Bloomberg (2017) ranked South Africa as 
the second-most stressed nation worldwide. 
Th e 2017 Report revealed that as many as 30% 
of South Africans were likely to experience a 
mental disorder in their life span. Th ese statistics 
are indicative of a low employee well-being in 
South Africa which should be red fl agged in the 
leadership domain. It is crucial that dynamics 
and leadership style should change to address 
and counter this issue. Spiritual leadership notion 
could off er an alternative, that has not, as yet, 
been extensively examined.

Employee well-being is thus an important factor 
to drive a healthy sustainable organisation. 
However, one sees the “dark side” of management 
as the subject of a number of studies (Lipman-
Blumen, 2008; Einarsen, Aasland & Skogstad, 
2007). Abusive leaders lead to a reduction in 
worker effi  ciency, elevated amounts of emotional 
stress, reduced amounts of work fulfi lment 
and company dedication, and higher numbers 
of work-family turmoil (Harris, Kacmar, & 
Zivnuska, 2007).

Th e objective of this paper is therefore to identify a 
set of spiritual leadership factors that best predicts 
an increase in employee well-being. Th e study 
involved examining the altruistic love culture 
values identifi ed from literature as appreciation, 
kindness, integrity, compassion, humility and 
forgiveness (latent independent variables) that 
may have an eff ect on the employee well-being 
(dependent variable).

LITERATURE REVIEW 
Th e theoretical background of this research 
study is grounded in the framework of SLT. Th is 
leadership style is based on beliefs, deeds and 
views that inspire a person from within, and this 
further encourages a feeling of spiritual well-
being and living with a purpose (Fry & Kriger, 
2009). Since contributing towards the goals of 
the company, in this present day is to contribute 
towards the triple bottom line of people, planet 
and profi t, it is this holistic leadership style of SLT 
that accomplishes precisely that (Makka, 2019; 
Fry & Slocum Jr., 2008). Spiritual leadership 
contributes towards this as the feeling of belonging 
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within a membership and team, is inherent in this 
style (Daft , 2008). It is the exercise of following 
an individual vision focused on altruistic ideals. 
In doing so, one feels a substantial personalised 
dedication, effi  ciency and life fulfi lment in all that 
one does (Fry, 2003).

Inside the structure of SLT, a style of inspiration 
occurs that has vision, hope/faith and altruistic 
love (Fry et al.,2005). Th is concept of altruistic 
love is seen from a natural, metaphysical, medical 
and spiritual perspective (Post, Underwood, 
Schloss & Hurlbut, 2002).

Th is altruistic love involves forgiving others, 
looking aft er them, showing compassion, 
kindness, empathy and appreciation (Daft , 
2008), as well as recognising his or her work and 
displaying care and sympathy. Th is completeness 
then embraces, inspires and stimulates people to 
be more like themselves (Carr, 2007). Fry (2003, 
p.712) defi nes this altruistic love as “a sense of 
wholeness, harmony and well-being produced 
through care, concern, and appreciation of both 
self and others”. In Greek vocabulary there are six 
diff erent ways that the word love can be used. In 
this research study the focus was on agape, or love 
for everyone, which is selfl ess love extended to all 
people.

When examining well-being within company 
practices, a model needs to holistically capture 
the entire selection of factors developing well-
being within the work place. In current literature 
altruistic love (Fry & Matherly, 2006) was seen as 
an under explored factor that could, assist with 
employee well-being, if an altruistic love culture 
was inculcated into the work place. Well-being is 
oft en loosely translated as meaning “being happy” 
and has become a popular idea in companies that 
are searching for a competitive advantage. Using 
a positive organisational strategy, recent research 
now focuses not on the challenges (tension, 
exhaustion, stress and discontentment) but rather 
on the positives of well-being of the employee 
(Kun, Balogh & Krasz, 2017).

Initial seminal work was undertaken by Bradburn 
(1969) on psychological well-being, who revealed 
that this was a variable of primary importance. 
He linked this to Aristotle’s idea of Eudaimonia 

(Aristotle, 1925), which is now more commonly 
known as well-being. Bradburn’s model was 
centred on positive and negative aff ect and that 
high psychological well-being was aligned with an 
excess of positive over negative aff ect (Bradburn, 
1969). Later research states that well-being has 
to be understood from the position of hedonic 
well-being (Hedonia) and eudemonic well-being 
(Eudaimonia) (Ryan & Deci, 2001). According to 
the Greek thinker hedonic well-being signifi es the 
maximisation of enjoyment and minimisation of 
discomfort, while eudemonic well-being signifi es 
individual thriving and living to your maximum 
potential or self-actualisation (Aristotle, 1925; 
Disabato, Goodman, Kashdan, Short & Jarden, 
2016).

Early studies in this fi eld mainly mirrored a 
hedonic approach, whereas the collective model 
by Ryff  (1989) was based on a comprehensive 
literature review with a number of indicators, 
consistent with a eudemonic perspective. 
Th eoretical underpinnings included personal 
development (Erikson, 1959) medical concepts 
on personalised development (Maslow, 1968) and 
psychological health created by Jahoda (1958). 
Ryff ’s Model recognised six primary measures 
with the following components: self-acceptance, 
positive relations, autonomy, environmental 
mastery, purpose in life and personal growth 
(Ryff , 2016).

Well- being of employees not only reduces 
the chance of mental problems, but facilitates 
many work-related issues, such as performance, 
quality of work, work environment interactions, 
motivation and engagement (Kun, Balogh 
& Krasz, 2017). Th ere are probably very few 
extensive theoretical models, aside from Maslow’s 
Hierarchy of Needs Th eory, that concurrently 
examine all the various areas of wellness. Very 
few methodically tackle additional areas of 
individual encounters and circumstances for 
thriving, such as fulfi lment of physical well-being 
and intellectual assessments of fundamental and 
monetary wants (Ryff  & Singer; 2006; Waterman, 
2007; Cooke, Melchert & Connor, 2016). For the 
purpose of this study, the context of employee 
well-being will be regarded as a psychological 
state called eudaimonia. Eudaimonia is fi rst, to 
understand yourself and second, to be what you 
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are. Th is context would assist fi rms in seeking a 
specifi c mission – to ensure that their employees 
understand themselves, and the business 
environment in which they work.

Th e conceptual framework of these latent variables 
(values of the altruistic love culture) selected for 
this research study, that may relate to increasing 
the well-being of employees in the work-place, 
are detailed in Figure 1, and discussed, defi ned 
and operationalised, below.

OPERATIONALISATION OF VARIABLES 
Employee well-being is defi ned according to the 
World Health Organisation (1948) as the defi ned 
quality of life as a person’s conception of their 
position in life, within their belief and culture 
systems, in context and with regard to their goals, 
aspirations, values and fears.

Altruistic love can be defi ned as a “sense of 
wholeness, harmony and well-being produced 
through care, concern and appreciation of both 
self and others” (Fry, 2003, p.712).

Th e six values that formed part of an altruistic love 
culture, were selected for this study are defi ned as 
follows: Appreciation is “acknowledging the value 
and meaning of something – an event, a person, 
a behaviour, an object and feeling a positive 
emotional connection to it” (Adler & Fagley, 
2005, p. 81). Kindness has three components: 

motivation to be kind to others; identifi cation 
of kindness in others and the enactment of 
kind behaviour in one’s lifestyle. It is defi ned by 
Campos & Algoe (2009) as motivation that is 
emotion-based promoting prosocial behaviour 
without expecting a reciprocal benefi t. Integrity 
is the extent to which employees believe that 
a manager walks their talk, and conversely, it 
refl ects the extent to which they see them as 
talking their walk (Simons, 2002).

Compassion is regarded as an essential strength 
and is an activity that creates positive interactions 
with other people. It is a signifi cant way to liberate 
your mind and thinking patterns from negative, 
pessimistic feelings (Wang, 2005). According to 
Sandage and Watson Wiens (2001) and Exline & 
Geyer (2004), Humility is defi ned as a character 
trait refl ecting gentleness, respect, equality, 
valuing others, sharing the limelight, being non-
controlling, acknowledging errors and being 
open to other ideas.

Lastly, specifi c factors such as empathy and 
agreeableness are believed to promote the ability 
to forgive and thus Forgiveness, comprises 
unsurfaced anger and rumination (Tangney et. 
al., 1999).

Based on the work done by a number of authors 
a thirty-item measuring instrument was 
constructed to measure the six values of altruistic 

FIGURE 1: THE CONCEPTUAL FRAMEWORK SHOWING THE HYPOTHESIZED RELATIONSHIPS
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love culture (independent variable) and the 
employee well-being (dependent variable), from 
a number of literature sources (Table 1).

RESEARCH METHODOLOGY 
Th e study used a quantitative research 
methodology with an exploratory research design, 
using a structured measuring instrument of 60 
items anchored to a fi ve-point Likert-type scale. 
Th e ontological stance was from a positivistic 
pragmatist viewpoint and the data was collated 
and analysed using Statistica soft ware program. 
Quantitative data was tested for validity and 
reliability criteria. Cronbach’s Alpha and Pearson 
Moment Correlation coeffi  cients were processed 
and a Multiple Linear regression analyses, was 
undertaken. Both descriptive and empirical 
statistics were collected in this research study.

Th e main components of altruistic love were taken 
from literature to be the latent variables in the 
measuring instrument. An analytical framework 
of how the diff erent variables were measured 
are summarised and shown in Table 1 with the 
various literature sources shown below.

Th e population of this study came from any 

company situated in South Africa. Th e study units 
for data generation were individual organisational 
members and the micro-level of analysis was 
adopted. Th e sampling frame used was from 
lower/middle and senior level organisation-
members, utilising a convenience sampling 
technique. Questionnaires were distributed to 
participants by both hand-to-hand and/or on a 
secured online version, using QuestionPro. A pilot 
study was fi rst conducted and all ethical clearance 
procedures were followed prior to conducting 
this research. Th e total number of respondents 
was 158 across all levels of management, across 
diff erent companies and from diff erent regions in 
South Africa.

RESULTS 
Reliability and validity of measuring 
instrument 
Data triangulation (the collection of data from 
multiple sources) was used to obtain a diverse 
viewpoint and range of data. Th e measuring 
instrument was tested for reliability and validity, 
with Cronbach’s Alpha (CA) of 0.50 being 
acceptable for exploratory research (Nunnaly & 
Bernstein, 1978). Th e six values of Altruistic Love 

TABLE 1: ANALYTICAL FRAMEWORK OF THE MEASURING INSTRUMENT

Latent Variables 
(IV) Details Details and reference from Literature Items 

Appreciation 
(APPR) Gratitude Questionnaire  (McCullough, Emmons & Tsang, 2002) 5

Kindness (KIND) Motivation, recognition 
and behaviour. (Otake et.al., 2006) 5

Integrity (INTE) Perceived Leader 
Integrity (Adapted) (Craig & Gustafson, 1998) 5

Compassion 
(COMP)

Adapted from diff erent 
sources. 

(McCormick, 1994; Twigg & Parayitam, 
2006) 5

Humility (HUMI) Adapted from Relational 
Humility Scale (RHS) (Davis, Worthington & Hook’s, 2010) 5

Forgiveness 
(FORG)

Th e Heartland 
Forgiveness Scale

(Mauger, Perry, Freeman & Grove, 
1992; Tangney et. al., 1999) 5

Development Variable (DV)

Employee Well-
being

Ryff  Scales of 
Psychological Well-

being (2016) Autonomy, 
positive relations, 

purpose in life, personal 
growth, self-acceptance. 

(Edwards & Edwards, 2012; Erhabor & 
Ndlovo, 2013; Vazi et. al., 2013). 30
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culture were: Appreciation (CA: 0.81); Kindness 
(CA:0.81); Integrity (CA:0.71); Compassion 
(CA: 0,58); Humility (CA: 0.51) and Forgiveness 
(CA: 0.49). All these values exhibited acceptable 
internal consistency reliability, except for 
Forgiveness at a CA of 0.49. Th e independent 
variable Forgiveness with a CA of 0.49 would 
be unreliable and therefore did not form part of 
further analysis.

Descriptive Statistics 
In examining the descriptive statistics, the 
following results were obtained: Appreciation 
(Range:2.65-4.14; Mean 3.27); Kindness (Range: 
2.84-4.27; Mean 3.91); Integrity (Range: 3.04-
3.43; Mean 3.22); Compassion (Range: 2.91-4.11; 
Mean 3.84); Humility (Range 2.89-4.09; Mean: 
3.89); and Employee Well-being (Mean: 3.61).

Demographic results 
Th e relationships between the selected 
demographic data and the various Independent 
variables using Mean, Standard Deviation, Scheff e 
p-value and Cohen’s d, exhibited some interesting 
fi ndings. However, this may only be observed 
within this sample group and may not be an 
extrapolated trend that extends to all population 
groups.

With respect to the Appreciation factor, the 
‘single’ individuals had the lowest mean (Mean: 
2.83) compared to ‘divorced’ individuals 
(Mean:3.51), showing that the appreciation level 
was higher in divorced individuals than in other 
marital status individuals (Diff : 0.674; Scheff e p 

0.027; Cohen d’s 0.88). Appreciation mean levels 
in diff erent race groups were recorded as follows: 
White (3.63); Coloured/Indian (3.13) and Black 
(2.80) with signifi cant diff erences between the 
White and Black race group (Diff  0.671: Scheff e 
p 0.000; Cohen d’s 1.05). In this study the white 
race group showed a higher level of appreciation 
than the other race groups. In examining the 
level of qualifi cation, this study showed that as a 
person’s qualifi cation increased from Grade 12 – 
Post graduate degrees, there was also an increase 
in their appreciation levels (Diff  0.620-0.898; 
Scheff e p 0.002-0.000; Cohen d’s 0.81-1.26)

In the Kindness factor, there were signifi cant 
relationships between Kindness and Gender 
(p = 0.012); Age (p = 0.048) and Marital Status 
(p = 0.016). Between the genders of Male and 
Female there as a signifi cant diff erence of 
0.264 (Scheff e p 0.015; Cohen d’s 0.37). Female 
respondents displayed more kindness than the 
male respondents. In the comparison of Age with 
both Kindness and Compassion it was observed 
that there was a signifi cant diff erence (p<0.05) 
between the age 46-55 and 18- 35 with both these 
factors (Scheff e p 0.007’; Cohen d’s 0.72). Th e 
level of both Kindness and Compassion, showed 
an increase up to the age of 55 and thereaft er it 
showed a decrease.

Th e only statistically signifi cant relationship with 
Employee well-being and the demographic data 
was with Marital Status (p= 0.017). A signifi cant 
diff erence (Scheff e p 0.484; Cohan d’s 0.47) was 
seen between the Living together/Widowed group 

TABLE 2: MULTIPLE REGRESSION SUMMARY SHOWING THE RELATIONSHIPS BETWEEN THE 
INDEPENDENT VARIABLES AND THE DEPENDENT VARIABLE EMPLOYEE WELL-BEING

Regression Summary for Dependent Variable (DV): EMPLOYEE WELL-BEING

R²= 0.42

IV b* Std.Err.–of 
b* b Std.Err.–of 

b t(101) p-value

Intercept 1.968189 0.202024 9.742332 0.000000
APPR 0.260106 0.100161 0.129362 0.049815 2.596870 0.010331
KIND 0.147698 0.073848 0.087211 0.043605 2.000031 0.047278
INTE 0.240358 0.096340 0.105424 0.042256 2.494895 0.013668
COMP -0.180496 0.082418 -0.113863 0.051993 -2.189992 0.030049
HUMI 0.359308 0.078783 0.250700 0.054969 4.560753 0.000010

Note: P- values in red indicates a signifi cant relationship
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(3.83) compared to the Single groups (3.48), 
indicating that the Living together/Widowed 
group concurred the most with positive responses 
to the well- being factor, than any other group.

Empirical results 
Th e overall multiple regression analysis results 
are tabled in Table 2 below.

Th e most important determinants of Employee 
well-being in this sample are Appreciation (b* = 
0.26, p < 0.05), Kindness (b* = 0.15, p < 0.05), 
Integrity (b* = 0.24, p < 0.05), Compassion (b* = 
-0.18, p < 0.05) and Humility (b* = 0.36, p < 0.05). 
Employees with these values are, therefore, likely 
to have higher levels of Altruistic love culture 
which will refl ect positively in their well-being in 
the workplace, than those employees who do not 
possess these values. According to the R² value 
(0,42) of the model, all fi ve independent variables 
indicate that 42% of the variance in Employee 

well-being, can be explained by these measured 
values, which indicate that the selected variables 
of Appreciation, Kindness, Integrity and Humility 
for this research study are all important factors 
that contribute towards an altruistic love culture 
and positively infl uence employee well-being.

DISCUSSION OF THE RESULTS 
All relationships between the variables were 
formulated as follows; Th e null hypothesis H0 
shows no relationships between the independent 
and dependent variable. Th e alternate hypotheses 
H1,2,3,4,5 exhibits some form of relationship. Th e 
results of the Multiple Regression Analysis 
between these variables are shown in Table 2 with 
an empirical results summary in

Th e relationship between Appreciation (APPR) 
and Employee well-being (WELL) 
Th e MRA shows that Appreciation is positively 
and signifi cantly (r = 0.26, p < 0.05) related to 

FIGURE 2: SUMMARY OF THE EMPIRICAL RELATIONSHIPS BETWEEN THE IV AND DV
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Employee well-being, so the alternate hypothesis 
is accepted that there is a relationship. Th e more 
the employees have appreciative values, the higher 
their Altruistic love culture and the more likely 
they are to have increased levels of well-being. Th e 
Pearson Correlation Coeffi  cient (0,529) is highly 
positive and shows a strong positive correlation 
with the employee well-being factor. Th e 
hypotheses accepted was: H1: Th ere is a (strong 
positive and signifi cant) relationship between 
Altruistic love (as measured by Appreciation) and 
Employee well-being.

Th e relationship between Kindness (KIND) and 
Employee well-being (WELL) 
Results show that Kindness is positively and 
signifi cantly (r = 0.15, p < 0.05) related to 
Employee well-being. Th e more the employees 
have kind values, the more likely they are to 
have increased levels of well-being. Th e Pearson 
Correlation Coeffi  cient (0.321), implies that 
Kindness has a medium eff ect on Employee well-
being. Th e hypothesis was accepted: H2: Th ere is 
a (medium positive and signifi cant) relationship 
between Altruistic love (as measured by Kindness) 
and Employee well-being.

Th e relationship between Integrity (INTE) and 
Employee well-being (WELL) 
Integrity is shown in the MRA results to be 
positively and signifi cantly (r = 0.24, p < 0.05) 
related to Employee well-being. Th e more the 
employees have values of Integrity, the more likely 
are they to have increased levels of well-being. 
Results of the Pearson Correlation Coeffi  cient 
depict the relationship between Integrity and 
Employee well-being as 0.489, implying that 
Integrity has a medium eff ect on well-being. 
Th e hypothesis was supported and shown as: 
H3: Th ere is a (medium positive and signifi cant) 
relationship between Altruistic love (as measured 
by Integrity) and Employee well-being.

Th e relationship between Compassion (COMP) 
and Employee well-being (WELL) 
Th e results of the MRA show that Compassion is 
negatively and signifi cantly (r = -0.18, p < 0.05) 
related to Employee well-being. Th e more the 
employees have compassionate values, the less 
likely are they to have increased levels of well-
being. Th is could be explained as follows. Since 

empathy and compassion at a very high level for 
another person may result in such high sympathy 
and genuine concern, that the pain aff ects the 
person themselves, it may thus negatively aff ect the 
person with high compassion values and decrease 
their well-being levels. A Pearson Correlation 
Coeffi  cient of 0.175, implied that Compassion has 
a small eff ect on well-being. Th e null hypothesis 
was rejected as there is a relationship between 
the variables and the following is supported: 
H4: Th ere is a (small negative and signifi cant) 
relationship between Altruistic love (as measured 
by Compassion) and Employee well-being.

Th e relationship between Humility (HUMI) and 
Employee well-being (WELL) 
Th e value of Humility is positively and signifi cantly 
(r = 0.36, p < 0.05) related to Employee well-being. 
Th e more the employees have values of Humility, 
the more likely are they to have increased levels 
of well-being. Pearson Correlation Coeffi  cient 
(0.403) implies that Humility has a medium 
eff ect on well-being, which support the alternate 
hypothesis. H5: Th ere is a (positive and signifi cant) 
relationship between Altruistic Love (as measured 
by Humility) and Employee well-being.

Th e analysis in both the Multiple Regression 
Analysis and the Correlation analysis showed that 
Appreciation, Kindness, Integrity, Compassion 
and Humility are signifi cantly related to Employee 
well-being.

Th e conclusions in this research study, that there is 
a positive relationship between appreciation and 
employee well-being, concurs with the fi ndings of 
several authors (Emmons & McCullough, 2003; 
McCullough, Emmons & Tsang, 2002; Wood, 
Froh, & Geraghty, 2010). In theoretical studies by 
Otake et al. (2006), a close relationship was found 
between kindness and happiness. Also reported 
by Baskerville et al. in 2000, was that females were 
more attuned to kindness when compared with 
males. Th is was also aligned with this research 
study. Zamp (2017) argued that to live with 
integrity is our greatest possibility of being happy, 
and this fi nding resonated with the fi ndings 
in this reported study. Living a life of Integrity 
not only causes personal happiness, but plays a 
part in the happiness of others both directly (by 
assisting and consoling others) and indirectly 
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(by demonstrating to others how happiness is 
achievable).

Several authors (Taylor & Turner 2001; Schwartz, 
Meisenhelder, Ma & Reed, 2003; Dunn, Aknin & 
Norton, 2008; Mongrain, Chin & Shapira, 2011) 
contended that there is a positive relationship 
between compassion and employee well-being. 
Th e fi nding in the reported research study was 
contradictory to their fi ndings as it showed a 
signifi cant yet negative relationship between 
compassion and employee well-being. Aghababaei 
et al. (2016) indicated that displaying humility 
characteristics, involve some adaptive advantages 
of oneself as well as for others, and could be ‘good’ 
for attaining happiness and pain avoidance, but 
it is even ‘better’ or perhaps essential for living 
a completely working, virtuous life. Th e positive 
relationship between humility and well-being are 
also observed in this research study.

Earlier empirical studies suggest a sizeable 
relationship between forgiveness and well-being 
(Allemand, Hill, Ghaemmaghami & Martin, 
2012). Th is concurred with the results observed 
in this study.

RECOMMENDATIONS AND MANAGERIAL 
APPLICATIONS 
Th is research has important managerial 
applications. Preliminary assistance or favours can 
start a routine of gratitude leading to a culture of 
appreciation and raise the probability of practising 
appreciative behaviours. Th is positivity at all 
levels can be passed on throughout the company, 
promoting greater performance and gains in 
interpersonal cohesion and well-being (Fagley & 
Adler, 2012). Since kindness plays an important 
part in good social interactions in the work-place, 
it can be seen as adaptive. Th e implication of the 
integrity fi ndings is that integrity entails both 
the perceived fi t between espoused and enacted 
values, and perceived promise-keeping. Th e 
viewpoint of Palanski and Yammarino’s (2007) 
is that integrity is the uniformity among words 
spoken as compared with deeds performed, which 
most eff ectively diff erentiates integrity from 
their affi  liated concepts (including morality). As 
Simons (1999, 2002) emphasises, the concept will 
not call for management to adopt moral values or 
adopt any kind of special rules; it basically asks 

for a concordance of conformity amongst the 
mentioned morals, as well as the deeds performed. 
An enabling environment that allows compassion 
to be implemented in the workplace, has long term 
advantages in increased favourable disposition 
levels, lowered depression levels and improved 
self-image (Taylor & Turner 2001). Management 
should encourage employees to practice humble 
behaviours to improve well-being. Humility 
in the workplace includes gentleness, respect, 
equality, valuing others, being non-controlling, 
sharing the limelight, acknowledging errors and 
being open to ideas (Harrell & Bond, 2006). All of 
these insights should be heeded by management 
to create an altruistic culture that contributes 
signifi cantly to the overall well-being of their 
employees. Role-models that epitomise these 
values are needed to create an organisational 
culture that aligns with the leadership behaviours 
and permeates to the well-being of the employee.

Demographic details do have an impact on 
employee well-being and it was shown that in 
terms of sex, the females displayed more kindness 
than their male counterparts. A noteworthy 
fi nding was the diff erences in kindness perceptions 
across industries. In ascending order, Engineering 
sector indicating no signifi cant relationship, 
Food and Catering showing a small signifi cant 
relationship and the Retail sector recording a 
large signifi cant relationship with kindness (b* 
= 0.363; p<0.005). With regard to race, the white 
race group showed a higher level of appreciation 
compared to the other race groups. It was also 
shown that the appreciation level was higher in 
divorced individuals than in other marital status 
groups.

Since in this research, 42% of employee well-
being was shown to be comprised of the 
altruistic culture that included these key values 
(appreciation, kindness, integrity and humility), 
it could be recommended that leaders create a 
climate of this altruistic culture. Th is is important 
in moulding a healthy organisational culture that 
increases sustainability, and more importantly 
increases the well-being of employees.

LMITATIONS AND FUTURE EXPANSIONS 
Limitations of this study were the limited sample 
size and lack of participation on the online 
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survey, which impeded response rate and timeous 
collection of questionnaires. Since this is a small 
sample no predictions and extrapolations can be 
made to the general population. Th e Well-being 
questionnaire should be further explored and 
expanded upon as the area of spiritual leadership 
with respect to well-being in the workplace, 
especially in the South African context, has not 
been extensively researched.

MAIN CONCLUSIONS 
Th e purpose of the study was to investigate the 
role of Altruistic love values (Appreciation, 
Kindness, Integrity, Compassion, Humility and 
Forgiveness) in achieving Employee well-being. 
All six values were initially considered important 
as per the theoretical framework. Th e empirical 
results revealed that Appreciation, Kindness, 
Integrity, and Humility were signifi cantly 
positively related to Employee well-being, with 
Compassion being signifi cantly negatively related 
to Employee well-being.

It is postulated that based on the multiple 
regression analysis (R2 = 0.42), Appreciation, 
Kindness, Integrity and Humility play a signifi cant 
role in improving Employee well-being. It is 
recommended that management within the work 
place, encourage and reward the practising of 
these specifi c values. Management should create 
awareness campaigns to drive the knowledge 
and best practice of these values, encouraging a 
spiritual leadership style with an altruistic culture. 
Th ese values should be foundational in their own 
leadership profi les, thereby creating role models 
in their organisations, who authentically lead by 
example.

By management practising these values, an 
enabling environment is sustainably grown 
in the workplace, creating a positive catalytic 
process that allows and encourages employees 
to practise these Altruistic love culture values. 
Th is organisational culture can then permeate 
throughout the workplace. It is postulated 
that there will be a signifi cant improvement in 
employee well-being if the values of an altruistic 
love culture: Appreciation, Kindness, Integrity 
and Humility are habitually practised at all levels 
throughout the organisation.
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ABSTRACT 
Job resources are a consistent contributor 
to employee wellbeing, aiding employees in 
contributing to organisations achieving their 
strategic goals. Job resources are also particularly 
important in work environments that have an 
array of challenges that may negatively aff ect 
employees. Th e present study established that 
the following job resources predict employees’ 
strategic connection with their organisation: 
recognition and praise, intra-team eff ectiveness, 
and personal development. Th e study utilised 
secondary data that was already collected by 
an organisational development consultancy in 
South Africa (n = 616). Th e data set was from 
a transport association. Th e results of the study 
indicate that personal development accounts for 
the greatest variance in strategic connection, with 
intra-team eff ectiveness second, and recognition 
and praise accounting for the least variance. 
Th is paper contributes to the body of knowledge 
on job resources and strategic connection. It 
further provides guidance to line- and human 
resource managers on the role of job resources in 
enhancing employees’ strategic connection.

Keywords: job resources; recognition and 
praise; strategic connection; intra-team eff ec-
tiveness; personal development 

INTRODUCTION 
With the advent of the Fourth Industrial 
Revolution, organisations are facing an array 
of challenges that place individual employees 
in precarious positions regarding job security, 
motivation, upskilling to meet the demands of 
automation and digitalisation, and signifi cant 
changes in work processes and systems (Caruso, 
2018). While dealing with this multitude of 
challenges, organisations have to increase their 
eff ectiveness and performance, which could be 
enhanced by employees’ psychological attachment 
and strategic connection to their organisations 
(Veldsman, 2017).

Strategic connection, which was the key focus of 
this study, is also regarded as a people eff ectiveness 
enabler that predicts psychological attachment — 
an employee linking his or her work role to an 
organisation’s purpose and strategy (Veldsman, 
2017). Organisational identifi cation develops 
when an employee feels aligned to the attributes 
of the organisation, such as the organisation’s 
strategy (Dutton, Dukerich, & Harquail, 1994), 
and infl uences organisational performance and 
employee wellbeing (Rousseau, 1998). Research 
indicates that, through the optimal use of job 
resources, which are known to aid achieving 
work goals (Demerouti, Bakker, Nachreiner, 
& Schaufeli, 2001), organisations can create 
workplaces that allow employees to identify 
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with their organisations (De Braine, 2012) and 
strategically connect with their organisations 
(Veldsman, 2017). Th e research objective of this 
study was to test whether job resources predict 
strategic connection.

STRATEGIC CONNECTION THROUGH 
PSYCHOLOGICAL ATTACHMENT AND 
ORGANISATIONAL IDENTIFICATION 
Strategic connection, in this study, was seen 
as a fi rst step towards an employee developing 
organisational identifi cation. Strategic 
connection is more about employees seeing how 
their work helps to achieve the organisation’s 
goals and strategy (Veldsman & Coetzee, 2014). 
Strategic connection is defi ned as “the perceived 
connection between organizational goals and the 
expected contributions of employees” (Veldsman 
& Coetzee, 2014, p. 481). It is conceptualised 
as a people eff ectiveness enabler that predicts 
psychological attachment (Veldsman, 2017).

Psychological attachment is defi ned as “the 
individual connection, alignment and drive 
that an employee experiences in relation to the 
organisational purpose, values and identity” 
(Veldsman, 2017, p. 3). Psychological attachment 
is said to contribute to customer satisfaction and 
productivity (Harter, Schmidt, & Hayes, 2002). 
Strategic connection enables psychological 
identifi cation with the organisation (Barrick, 
Th urgood, Smith, & Courtright, 2015).

Organisational identifi cation is defi ned as “…a 
perceived oneness with an organisation and the 
experience of the organisation’s successes and 
failures as one’s own” (Mael & Ashforth, 1992, p. 
103). Organisational identifi cation is also defi ned 
as “…the degree to which a member defi nes 
him- or herself by the same attributes that he or 
she believes defi ne the organization” (Dutton, 
Dukerich, & Harquail, 1994, p. 239). Attributes of 
an organisation include its vision, purpose, and 
strategy.

In the current study, it was assumed that strategic 
connection is more elemental than organisational 
identifi cation (which is characterised by a deeper 
level of identifi cation, whereby employees 
defi ne themselves by the same attributes as 
the organisation) (Rousseau, 1998). People 

eff ectiveness enablers are defi ned as “practices 
that either inhibit or enable the presence of 
psychological attachment with the organisation” 
(Veldsman, 2017, p. 4).

Th e research setting was a South African transport 
association. In particular, the relationships of the 
following job resources with strategic connection 
were considered: recognition and praise, personal 
development, and intra-team eff ectiveness.

JOB RESOURCES 
Literature on job resources cannot be fully 
understood without making reference to the Job 
Demands‒Resources (JD‒R) Model developed by 
Demerouti, Bakker, Nachreiner, and Schaufeli in 
2001. Th is model considers both job demands’ 
and job resources’ role in predicting employee 
wellbeing (Hakanen & Roodt, 2010) on the 
basis of two parallel processes — one being a 
motivational process through job resources, and 
the other being a de-energising process through 
job demands (Hakanen, Bakker, & Schaufeli, 
2006).

Job demands are “…those physical, social, 
psychological, or organisational aspects of 
a job that require sustained physical and/or 
psychological (i.e. cognitive and emotional) 
eff ort on the part of the employee and are 
therefore associated with certain physiological 
and/or psychological costs” (Demerouti et al., 
2001, p. 501). Job resources are “…those physical, 
psychological, social or organizational aspects of 
a job that either/or (1) reduce job demands and 
the associated physiological and psychological 
costs; (2) are functional in achieving work goals; 
and (3) stimulate personal growth, learning and 
development” (Demerouti, Bakker, Nachreiner, 
& Schaufeli, 2001, p. 501). Furthermore, job 
resources can be found on an organisational, 
interpersonal, work-design, and task level in 
organisations (Bakker & Demerouti, 2007).

Th e motivating nature of job resources is known 
to help employees experience a number of 
positive workplace outcomes, which include, but 
are not restricted to, work engagement (Hakanen, 
Schaufeli, & Ahola, 2008; Mudrak, Zabrodska, 
Kveton, Jelinek, Blatny, Solcova, & Chovcova, 
2018; Rothmann & Jordaan, 2006), a positive 
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and enhanced work identity (De Braine, 2012), 
and the experience of fl ourishing at work (Janse 
van Rensburg, Rothmann, & Diedericks, 2018). 
Job resources reduce the impact of job demands, 
stimulate growth, and help employees to achieve 
work goals, and it is therefore assumed in the 
present study that resources would positively 
impact employees’ strategic connection with their 
organisation. Each of these resources and their 
relevance to strategic connection is elaborated on 
below.

Personal development 
In the context of this study, personal development 
was conceptualised as opportunities for employees 
to grow, develop professionally, and learn new 
skills.

Research indicates that employees welcome 
work environments that provide opportunities 
for personal development (Kirpal, 2004). 
Th ese opportunities oft en come in the form of 
training and development initiatives, formal 
education, mentoring and coaching, and on-
the-job experiences such as job enlargement 
and job enrichment (Noe, 2016). Opportunities 
to learn and develop enhance the work identity 
of employees (Collin, Paloniemi, Virtanen, & 
Etekopelto, 2008). Work identity is a multi-
dimensional self-concept, representing 
individuals through the diff erent roles they fulfi l 
in their work, as well as their identifi cation with 
their tasks, the organisation, their profession, and 
their chosen career (Bester, 2012; Lloyd, Roodt, & 
Odendaal, 2009; Walsh & Gordon, 2007).

One of the facets of work identity is organisational 
identifi cation (De Braine, 2012). In one study on 
multinational corporations, it was found that 
opportunities for career advancement (which 
may be an off shoot of personal development) 
predicted organisational identifi cation on a 
local and global organisational level (Reade, 
2001). Personal development is regarded as a 
job resource, because it stimulates growth and 
development, as, according to the JD‒R Model 
(Demerouti et al., 2001), it positively impacts 
strategic connection. No other studies have 
specifi cally measured the impact of personal 
development on strategic connection.

Intra-team eff ectiveness 
Intra-team eff ectiveness is defi ned as “the extent 
to which the employee perceives co-workers as 
competent, being treated with dignity and respect 
and being supported by members in achieving 
goals” (Veldsman & Coetzee, 2014, p. 482). Teams 
are increasingly being used to meet diff erent 
organisational strategies and goals (Robbins, 
Judge, Odendaal, & Roodt, 2016). Th rough team 
co-operation and processes, team members create 
their own unique work systems and strategies to 
meet their team’s objectives (Antoni & Hertel, 
2009; Kozlowski & Bell, 2001), which are usually 
aligned to the organisation’s strategic goals and 
objectives (West, 2012). As teams perform and 
deliver upon their mandates, team identity is 
enhanced (Cilliers & Greyvenstein, 2012), and 
the team contributes to the eff ectiveness of the 
organisation (West, 2012). Th is then creates a 
stronger direct connection between the team and 
the strategy of the organisation. It was therefore 
assumed in the present study that intra-team 
eff ectiveness predicts strategic connection. No 
previous studies have examined this relationship.

Recognition and praise 
In the context of this study, the concept of 
recognition and praise was conceptualised as 
employees feeling appreciated and valued for 
their eff orts and contributions.

Recognition and praise make employees to feel 
that their contributions are valued, and may lead 
to enhanced motivation (Jordan & Audia, 2012). 
Support and appreciation by managers have been 
shown to predict organisational identifi cation 
on a local and global level in a multinational 
corporation (Reade, 2001). No previous studies 
have reported on the relationship between 
recognition and praise with strategic connection.

METHOD 
A quantitative research design was employed, and 
the study was cross-sectional in nature. A cross-
sectional study allows the researcher to collect 
data at one point in time (Creswell, 2014). Th is 
method was considered aligned with the aim 
of the study — to examine job resources as a 
predictor of strategic connection.
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RESPONDENTS AND SAMPLING 
Th e study used secondary data that was already 
collected by an organisational development 
consultancy in South Africa. Th e secondary 
data set was from a South African transport 
organisation. A total of 616 responses were 
analysed. In the original data collection, a non-
probability sampling strategy was selected, and a 
purposive sampling technique was adopted. Th e 
sample consisted of 40.2% women, 51.7% men, 
and 8.1% who preferred not to indicate their 
sex. Th e majority of the respondents were aged 
26–35 years (53.3%), 33% were 36‒50 years old, 
and 8.5% and 5.2% were aged < 25 years and > 50 
years respectively. A large number of respondents 
were white (32.5%), 26.5% were Indian, 21.1% 
were black African, 17.5% were Coloured, and 
2.5% were Asian. In terms of tenure, 32.3% of 
respondents had a tenure of 1‒2 years, and 2.5% 
of employees had a tenure exceeding ten years.

MEASURING INSTRUMENTS 
Th e Psychological Work Immersion Scale 
(PWIS) (Veldsman, 2013) was used to assess the 
dimensions Intra-team eff ectiveness and Strategic 
connection. Th e dimensions Recognition and 
praise and Personal development were measured 
using a scale developed by the organisational 
development consultancy in South Africa that 
allowed the use of this dataset for research 
purposes.

Th e Psychological Work Immersion Scale’s 
subscale measuring the dimension Intra-team 
eff ectiveness contains three items, e.g., “Do the 
people in your section help and support each 
other when you have to achieve a goal?” Th is 
subscale yielded an acceptable Cronbach alpha of 
.67 (Veldsman, 2017).

Th e dimension Strategic connection was measured 
using fi ve items, Respondents indicated their 
answer on a four-point Likert scale ranging 
from 1 = Strongly disagree to 4 = Strongly agree. 
In a previous study, this subscale yielded an 
acceptable Cronbach alpha of. 73, using only 
three items (Veldsman, 2017). Additional two 
items were added when this data was collected by 
this consultancy.

Recognition and praise was measured using a scale 

developed by the organisational development 
consultancy in South Africa. Th is scale contained 
four items, rated on a four-point scale. An 
example of an item from this scale reads: “Do 
you feel fairly compensated for the work you are 
doing?” Th ree of the items’ response scales range 
from 1 = No, not at all to 4 = All the time, and one 
ranges from 1 = Never to 4 = At least once in the 
past week. In the current study, the scale achieved 
an acceptable Cronbach alpha of .67.

Personal development was measured through 
four items rated on a four-point scale developed 
by the organisational development consultancy. 
An example of an item from this scale reads: 
“Does your organisation provide you with 
suffi  cient opportunities to develop and grow 
professionally?” Th ree of the items’ scales range 
from 1 = No, not at all to 4 = All the time, and 
one item’s scale ranges from 1 = Never and 4 = At 
least once in the past week. In the current study, 
the scale achieved an acceptable Cronbach alpha 
of .70.

STATISTICAL ANALYSIS 
Th e Statistical Programme for Social Sciences 
(SPSS) Version 24 was used to perform the 
analysis of data through descriptive and 
inferential statistics. In terms of the descriptive 
statistics, the mean and standard deviation values 
are reported. Internal consistency and reliability 
were assessed using Cronbach’s alpha coeffi  cient. 
Factor analysis was computed to ensure validity 
of the scales, using confi rmatory factor analysis. 
According to Nunnally and Bernstein (1994), 
.70 is commonly considered good validity. Some 
researchers indicate that any value below .50 is 
unacceptable (Blumberg, Cooper, & Schindler, 
2008). Pearson’s product‒moment correlation 
was calculated to determine the direction 
and strength of the relationship between the 
variables (Pallant, 2007). In terms of inferential 
statistics, standard multiple regression analysis 
was employed to determine the best predictor 
of Job resources (independent variable) and 
Strategic connection (dependent variable). Th e 
multiple regression model was evaluated, and the 
R-squared and adjusted R-squared values were 
interpreted to assess the variance that occurred. 
Beta values were also assessed. Th e higher the 
beta value is, the higher the contribution of that 
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variable is. Only statistically signifi cant variables 
will account for a unique contribution (Pallant, 
2007).

RESULTS 
Table 1 contains the means and standard 
deviations of the variables. From Table 1, it is 
evident that employees perceived adequate levels 
of cohesion, trust, and mutual support between 
team members — Intra-team eff ectiveness (mean 
= 3.13). Th is was closely followed by Personal 
development (mean = 2.90), indicating that there 
were some opportunities to grow. Furthermore, 
employees perceived Recognition and praise 
(mean = 2.64) to be above average in terms 
of employees feeling appreciated and valued 
for their eff orts and contributions. Strategic 
connection obtained a high mean value (mean 
= 3.26), indicating that employees understood 
their contribution to the organisation’s vision, 
strategy, and goals reasonably well. Th e standard 
deviations ranged from .19 to .66. Th is suggested 
that the data points were closer to the mean.

Table 2 contains information on the relationships 
between the variables, as well as their reliability. A 
correlation of 1.0 suggests a perfect relationship, 
irrespective of the direction. Th erefore, the closer 
the r-value is to 1.0, the more equipped employees 
are with job resources, and the more they are 

strategically connected to the organisation. Th e 
r-value ranged from 0.438 to 0.629, indicative 
of a moderate to strong relationship (Pallant, 
2007). Th is suggested that a signifi cant positive 
relationship existed at the 95% confi dence level.

Th e results of the study revealed that the 
Cronbach alphas ranged from .67 to .73, 
suggesting internal consistency. Th e results 
further revealed consistent average inter-item 
correlation coeffi  cients, ranging from .29 to .42, 
which suggested internal consistency. According 
to Briggs and Cheek (1986), ideal mean inter-
item correlation values range from .20 to .40. In 
terms of factor analysis, all items loaded on a 
factor loading >  .30. Th e Kaiser–Meyer–Olkin 
measure of sampling adequacy achieved values 
ranging from .66 to .76 for each factor, exceeding 
the recommended value of .60 (Pallant, 2007). 
Bartlett’s test of sphericity also reached statistical 
signifi cance (p < 0.01). Th ese results supported 
the factorability of the correlation matrix (Pallant, 
2007).

A multiple regression analysis was conducted to 
determine whether the respective job resources 
predicted strategic connection, and to identify 
the best predictor of strategic connection. A 
signifi cant regression equation was determined 
[F(3.612) = 172.44; p < 0.000], with an R2 value 

TABLE 1: DESCRIPTIVE STATISTICS FOR JOB RESOURCES AND STRATEGIC CONNECTION

Dimension Mean
95% Confi dence interval for 

mean Std. Dev.
Lower bound Upper bound

1. Recognition and 
praise 2.64 2.42 2.78 .19

2. Personal development 2.90 2.73 3.10 .49
3. Intra-team 
eff ectiveness 3.13 2.83 3.29 .66

4. Strategic connection 3.26 2.92 3.51 .23

TABLE 2: PEARSON CORRELATION AND RELIABILITY ANALYSIS 

Variable A 1 2 3 4
Strategic connection .67 1 .490 .629 .506
Recognition and praise .68 .490 1 .616 .438
Personal development .70 .629 .616 1 .475
Intra-team eff ectiveness .73 .506 .438 .475 1

p < 0.05
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of .458. Th e total variance obtained for Strategic 
connection (dependant variable) explained in the 
model was 45.8%. To determine the presence 
of multicollinearity, the tolerance and variance 
infl ation factors were assessed. Th e tolerance 
values were less than .10, and ranged from .593 
to .740. Variance infl ation factors (VIF) ranged 
from 1.351 to 1.758, and were lower that the cut-
off  point of > 10 (Pallant, 2007). Th is suggested 
that the beta (β) values could be interpreted 
with confi dence. Th e results of the multiple 
regression analysis revealed how the independent 
variable contributed towards the prediction of 
the dependent variable (Strategic connection). 
Personal development had the largest β coeffi  cient 
of .445. Th is suggests that its contribution towards 
strategic connection is greater than that of the 
other job resources considered in the study. Th is 
was followed by Intra-team eff ectiveness (β = .248) 
and Recognition and praise (β  =  .108). Hence, 
all the independent variables were signifi cant 
predictors of the dependent variable (p < 0.05).

DISCUSSION 
Th e objective of this study was to establish whether 
job resources (recognition and praise, personal 
development, and intra-team eff ectiveness) 
predict strategic connection. It was found, as 
hypothesised, that job resources do predict 
strategic connection. Personal development 
accounted for the most variance in strategic 
connection, and was therefore the biggest 
predictor of strategic connection. Th is was an 
expected result, as personal development allows 
employees to grow in their careers and experience 
enhancement of their professional lives on a 
personal, work, team, and organisational level 
(Kirpal, 2004; Noe, 2016). Th rough employees 
developing their strengths and enjoying attractive 
career opportunities, their contribution to 
organisational goals grows, thus strengthening 
their strategic connection to the organisation.

Intra-team eff ectiveness was shown to be the 
second-most important predictor of strategic 
connection, as it contributed the second-greatest 
variance. Many respondents’ work-related 
social needs were being met through their team 
roles. Th is may be attributed to these employees 
deriving part of their social identity from being 
part of a team, which is considered a social 

group (Walsh & Gordon, 2007). Th rough team 
members trusting and supporting each other in 
striving to achieve their respective goals, intra-
team eff ectiveness increases (Veldsman, 2017). 
It is then assumed that, with the achievement of 
team goals that are aligned with organisational 
goals, strategic connection is enhanced. Th is 
helps to build positive interactions amongst the 
team members, which enhances the employees’ 
strategic connection with their organisation 
(Rothmann, 2014).

Recognition and praise was this third-most 
important predictor of strategic connection.. 
When employees perform well in their jobs and 
achieve their work goals (an important component 
of strategic connection), they oft en receive 
recognition and praise from their organisations. 
Th is enhances their strategic connection with the 
organisation. In a previous study, appreciation 
and support by managers were found to predict 
organisational identifi cation (Reade, 2001). As 
argued earlier, strategic connection is regarded 
as an important fi rst step towards developing 
organisational identifi cation.

Based on these fi ndings, it is recommended to 
line and human resource managers that more 
personal development opportunities be made 
available to employees, so as to increase their 
growth and skills acquisition in their work roles, 
thus enabling them to become better contributors 
towards the organisation achieving its strategic 
goals. It is further recommended that emphasis 
be placed on enhancing intra-team eff ectiveness 
by ensuring that team mandates are aligned to the 
strategic imperatives of the organisation. With 
regard to recognition and praise, organisations 
may benefi t from this practice in various ways 
with regard to both individuals and teams as part 
of their reward- and performance management 
systems.

LIMITATIONS AND RECOMMENDATIONS 
Research is not void of limitations. Th e cross-
sectional nature of the study can be considered 
a limitation, as it does not allow judgements 
regarding causality in the relationships between 
the variables. It is therefore recommended that 
future research include longitudinal studies on job 
resources encouraging employees to strategically 



938
WWW.IBC-CONFERENCE.COM

TA
BL

E 
3:

 M
U

LT
IP

LE
 R

EG
RE

SS
IO

N
 A

N
A

LY
SI

S 

Jo
b 

re
so

ur
ce

 
St

an
da

rd
ise

d 
co

effi
  c

ie
nt

s: 
β 

T
Si

g.

95
%

 co
nfi

 d
en

ce
 

in
te

rv
al

 fo
r B

R
R 

sq
ua

re
Ad

j. 
R 

sq
ua

re

St
d.

 er
ro

r 
of

 th
e 

es
tim

at
e

C
ol

lin
ea

rit
y 

st
at

ist
ic

s 
to

le
ra

nc
e

V
IF

Lo
w

er
 

bo
un

d
U

pp
er

 
bo

un
d

C
on

st
an

t
18

.2
50

.0
00

6.
79

7
8.

43
6

.6
77

.4
58

.4
55

2.
01

0
Re

co
gn

iti
on

 an
d 

pr
ai

se
.1

08
2.

78
8

.0
05

.0
36

.2
07

.5
93

1.
68

5

Pe
rs

on
al

 
de

ve
lo

pm
en

t
.4

45
11

.2
73

.0
00

.3
19

.4
53

.5
69

1.
75

8

In
tr

a-
te

am
 

eff
 e

ct
iv

en
es

s
.2

48
7.

16
9

.0
00

.1
88

.3
29

.7
40

1.
35

1 connect with the organisation over time, thus 
leading to organisational identifi cation, and 
whether this leads to an increase in organisational 
commitment. It is also recommended that the 
study be replicated across diff erent industries 
and occupations. Some researchers may deem 
the reliability values ranging from .60 to .69 low, 
and we acknowledge that two scales had a small 
number of items; as result lower Cronbach alpha 
values were achieved. Hence, the results of this 
study should be interpreted with caution.

CONCLUSION 
Th e study provides insights into the role that job 
resources play in strengthening the connection 
of individual employees with the strategy of their 
organisation. Employees who understand their 
role in contributing to an organisation’s goals and 
strategy should be more motivated to increase 
their performance and eff ort, as they work 
knowing that their work adds value to the overall 
success of the organisation.
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ABSTRACT 
Orientation: Modern day leaders are faced with 
a complex globalised environment. Leaders and 
employees need to employ change-oriented 
behaviours to remain competitive.

Research purpose: Th is study provides insight 
into the role of psychological empowerment in the 
relationship between change-oriented leadership 
and change-oriented organisational citizenship 
behaviours.

Motivation: Employees need to be empowered 
to improve their own competencies in order to 
proactively respond to change. Th rough role-
modelling and empowerment, change-oriented 
leaders are likely to infl uence the change-oriented 
organisational citizenship behaviour (OCB) of 
employees.

Research approach/design and method: For 
purposes of this study, a quantitative research 
design was employed to gather data from 
a probability sample of employees within a 
manufacturing organisation in South Africa (N = 
736).

Main fi ndings: Th e results indicate small but 
statistically signifi cant relationships between 
change-oriented leadership, psychological 
empowerment and change-oriented OCB. 
Hierarchical regression analysis revealed that 
psychological empowerment partially mediates 
the relationship between change-oriented 
leadership and change-oriented OCB.

Practical/managerial implications: Leadership 
behaviours should be directed at empowering 
employees if change-oriented OCB is desired.

Contributions/value-add: Leaders are 
encouraged to develop skills and competencies 
to become more change-oriented and learn 
how to incorporate psychological empowerment 
into their organisational strategies. Th rough 
enhancing psychological empowerment, 
employees are more likely to engage in change-
oriented behaviour that benefi t the organisation.

Keywords: Change-oriented leadership, psy-
chological empowerment, change-oriented or-
ganisational citizenship behaviour, mediation 
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INTRODUCTION 
Contemporary organisations need to be able 
to operate in a vibrant and ever-changing 
environment if they are to meet current global 
challenges. Organisations oft en need to become 
more competitive by changing their work 
methods, policies, and procedures. Employees 
are oft en aware of the strengths and weaknesses 
of current organisational practices, as well as, 
those of their fellow employees. Th e development 
of employees’ own creativity and ideas, therefore, 
becomes imperative in an organisation’s ability 
to compete (Seppala, Lipponen, Bardi & Pirttila- 
Backman, 2012). Th is type of behaviour is 
referred to as “change-oriented organisational 
citizenship behaviour” (changed-oriented OCB). 
Choi (2007) defi nes change-oriented OCB as 
“constructive eff orts by individuals to identify 
and implement changes with respect to work 
methods, policies, and procedures to improve the 
situation and performance” (p. 469). In light of 
the importance of change-oriented behaviours, 
managers are recognising the need to encourage 
their employees to participate in change-oriented 
OCBs (Li, Liu, Han & Zhang, 2016).

Th ere is a strong relationship between 
transformational leadership behaviours and 
change- oriented OCB (Podsakoff , Mackenzie & 
Bommer, 1996; Vigoda-Gadot & Beeri, 2011). 
Bettencourt (2004) reports that the quality of 
leader-member exchange (LMX) is a signifi cant 
and positive predictor of change-oriented OCBs 
for all employees. Apart from the relational 
component, role identity theory states that 
employees are more likely to model change-
oriented behaviours if they identify with such 
behaviours as performed by their leader (Van Dick 
& Kerschreiter, 2016). Oppel (2007) emphasises 
that during a period of change, leaders, at all 
levels, play a critical role in modelling the system. 
Th ey can also be the main source of failure 
should they lack the necessary empowerment to 
fulfi l this intermediary role. Th e role of leaders 
has therefore changed from resistors to enablers 
(Oppel, 2007).

Despite the enabling behaviour from the 
leader, employees need to build on their own 
competencies and gain new resources to be able 
to proactively respond to the economic challenges 

in the post-apartheid South African era (Stander 
& Rothmann, 2009). Th erefore, in order to feel 
a sense of control in the workplace (Mishra & 
Spreitzer, 1998), there is a need for employees 
to be psychologically empowered in South 
African organisations (Stander & Rothmann, 
2009). Change-oriented leaders can possibly 
psychologically empower employees by making 
them aware of threats, identifying opportunities, 
and proposing new strategies (Yukl, 2002). Due 
to the paucity of research on change-oriented 
leadership, other leadership styles will be referred 
to in support of the infl uence of leadership 
behaviours.

PROBLEM INVESTIGATED 
Managing change is not easy and failure 
to manage change eff ectively can lead to 
suboptimal organisational performance, wasted 
resources, and decreased employee morale 
(Lizar, Mangundjya & Rachmawan, 2015). A 
change-oriented leadership style can enable the 
leader to be more fl exible and to make required 
modifi cations based on employee demands, 
crises, and new market demands (Kalyani, 2017). 
Kalyani (2017) states that although leaders should 
be fl exible, they also need to be keenly aware of 
how changes will impact the group when such 
changes are implemented. Research suggests that 
when leaders encourage creative thinking within 
an organisation, it initiates various positive 
outcomes. Consequently, these positive outcomes 
nurture a culture of performance (Bester, Stander 
& Van Zyl, 2015). Robbins (2013) postulates that 
in order to manage organisational change, the 
most signifi cant element is managing the human 
capital aspect of the process. Due to the need for 
employees to proactively respond to challenges and 
changes within the work environment, the role of 
leadership behaviours in empowering employees 
to pro-actively demonstrate change-oriented 
behaviours becomes apparent. Consequently, 
this study investigates the question of whether a 
leader’s individual change orientation will be able 
to positively empower and infl uence employees to 
proactively bring about change in the workplace.

RESEARCH OBJECTIVES 
Th e primary purpose of this study is to investigate 
the relationships between change-oriented 
leadership, psychological empowerment and 
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change-oriented OCB. Th e mediating eff ect of 
psychological empowerment on the relationship 
between change-oriented leadership and change-
oriented OCB will also be explored. Furthermore, 
it will also provide a groundwork for future 
research on the change-oriented leadership 
construct and change-oriented OCB.

RELATIONSHIPS BETWEEN 
CONSTRUCTS 
Th eoretical investigation has primarily 
concentrated on understanding change-
oriented leadership and its eff ect on subordinate 
performance and satisfaction (Spreitzer, De 
Janasz & Quinn, 1999). However, Spreitzer et 
al. (1999) focuses on the relationship between 
psychological empowerment and the change-
oriented elements of leadership. Th ese elements 
include innovativeness, upward infl uence, 
inspiring subordinates, and psychological 
empowerment. Th e results put forth by Spreitzer 
et al. (1999) indicates that empowered supervisors 
were perceived as being more creative, had the 
ability to infl uence upwards, and provided more 
inspiration to their subordinates. Further, Seibert 
et al. (2011) postulates that because leaders play 
a crucial role in shaping the work environment 
of their subordinates, any form of positive 
leadership behaviour has a positive eff ect on the 
psychological empowerment of employees. Given 
the above, there appears to be a link between 
leadership and empowerment. However, to our 
knowledge, the relationship between change-
oriented leadership and the psychological 
empowerment of the follower has not yet been 
studied.

H1: Change-oriented leadership is positively related 
to psychological empowerment.

A few studies have examined the impact leaders 
have on change-oriented OCB, including leader-
member exchange (Vigoda-Gadot & Beeri, 2011) 
and supporting leadership (Choi, 2007). More 
recently, López-Dominguez, Enache, Sallan and 
Simo (2013) have focused on transformational 
leadership and its impact on change-oriented 
OCB. López-Dominquez et al. (2013) determines 
that developmental leadership (leadership 
centred on employee development) is more 
eff ective in promoting change-oriented OCB 

than supportive leadership (leadership that 
focusses on the needs of employees and off ering 
more support). Th ese results are consistent with 
previous fi ndings which confi rms the relationship 
between leadership and affi  liative OCB (Wang, 
Law, Hackett, Wang & Chen, 2005). Li et al. 
(2016) postulates the existence of a link between 
empowering leadership and change-oriented 
OCB, which indicates the critical role leaders 
play in encouraging employees’ change-oriented 
behaviours. Th ese results have been supported 
by earlier studies (Chiaburu, Lorinkova & Van 
Dyne, 2013; Choi, 2007). Th ese studies provide 
evidence of the relationship between leadership 
and change-oriented OCB. To the best of our 
knowledge, the relationship between change-
oriented leadership and change- oriented OCB 
has not been studied empirically.

H2: Change-oriented leadership is positively related 
to changed-oriented OCB.

Research proposes that psychological 
empowerment acts as a mediator between 
leadership and employee work attitudes (Avolio, 
Gardner, Walumbwa, Luthans & May, 2004; Lan 
& Chong, 2015; Stander & Rothmann, 2010). 
According to psychological empowerment theory, 
employees who feel empowered are more likely to 
display a vigorous stance toward their work and 
will go “above and beyond” the call of their job 
duty (Spreitzer, 2008). Choi (2007) argues that 
an innovative climate and strong vision predicts 
change-oriented OCB when it is mediated by 
psychological empowerment and feelings of 
responsibility for change. Given the discussion 
above, it is hypothesized that changed-oriented 
leadership indirectly aff ects change-oriented 
OCB through psychological empowerment.

H3: Psychological empowerment mediates the 
relationship between change-oriented leadership 
and change-oriented OCB.

LITERATURE REVIEW 
Change-oriented OCB 
Organ (1988, p. 4) defi nes OCB as individual 
behaviour that is discretionary, not directly or 
explicitly recognised by the formal reward system, 
and that in the aggregate promotes the eff ective 
functioning of the organisation. Choi (2007) 
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suggested that change-oriented OCB should be 
considered a specifi c dimension of OCB, since 
it is directed at benefi tting the organisation. 
Bettencourt (2004) defi nes additional activities 
of OCB (known as change-oriented OCB) 
as the actions of employees to be innovative 
and creative. Th ese actions are, therefore, 
aimed at bringing about positive change in the 
organisation (Bettencourt, 2004; Choi, 2007; 
Morrison & Phelps, 1999). Li et al. (2016) notes 
a number of points that needs to be considered 
when explaining change-oriented OCB, namely:

a. Change-oriented behaviours should include 
identifying and implementing changes. 

b. Th e key word is “change-oriented”. Employees 
are expected to change current practices such 
as team policies, climate, and work procedures. 

c. Since change-oriented OCB is extra-role 
behaviour, it is expected that the employees go 
beyond their job duties and tasks (Morisson & 
Phelps, 1999). 

d. Employees should conduct change-oriented 
OCB behaviours but continue to respect 
organisational rules and regulations. 

e. Lastly, employees should improve 
organisational situations and task performance 
(Li et al., 2016). 

Empirical studies reveal that diff erent types 
of leadership can meaningfully infl uence an 
employee’s change-oriented OCB. Bettencourt 
(2004) argues that in order to enhance 
organisational outcomes in any organisation, 
there must be an improvement in the internal 
relationships between employees and managers. 
Bettencourt’s (2004) study found that leader-
member exchange (LMX) had a direct positive 
eff ect on change-oriented OCB. Th is is supported 
by Vigoda-Gadot and Beeri (2011) who 
suggests that LMX as well as transactional and 
transformational leadership infl uences change-
oriented OCB. According to Raff erty and Griff en 
(2004), developmental leadership focuses on a 
number of change-oriented behaviours including, 
coaching the followers, inspiring them to improve 
their abilities, and choosing training interventions 
for them to undertake. However, supportive 
leadership only takes the follower’s needs into 
consideration when making decisions. Contrary 

to Raff erty and Griff en (2004), Seppala et al. 
(2012) suggests that developmental leadership 
is more eff ective in promoting change-oriented 
OCB.

Although research indicates that there is a 
relationship between leadership and changed-
oriented OCB, to the best of our knowledge, the 
relationship between change-oriented leadership 
and change-oriented OCB has not been tested 
empirically.

Psychological Empowerment 
As stated by Spreitzer (1995), psychological 
empowerment occurs when individuals have 
some control over their work life. She adds that 
individuals experience intrinsic motivation 
based on their understanding of and connection 
to their job function. However, psychological 
empowerment is formed by the individual’s 
cognitions of his/her environment and is not a 
fi xed personality characteristic. Spreitzer (1995) 
defi nes psychological empowerment as:

a motivational construct manifested in 
four cognitions: meaning, competence, self- 
determination, and impact. Together these 
four cognitions refl ect an active, rather than 
a passive orientation to a work role. By active 
orientation is meant an orientation in which 
an individual’s wishes and feels are able to 
shape his or her work role or context (p. 1441).

Th e four dimensions of psychological 
empowerment are defi ned as follows:

a. Meaning is a feeling of tenacity or personal 
connection to work; 

b. Competence is the individual’s ideology that 
he or she has the necessary skills and talents 
to execute his or her job.

c. Self-determination is the feeling of having 
freedom to do one’s work, and

d. Impact is the individual’s belief that he/
she can impact the organisation given their 
surroundings (Spreitzer, 1995).

Sargolzaei and Keshtegar (2015) states that 
empowerment is a strategy to encourage and 
create a culture where employees can both 
control themselves and are ready to accept more 
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responsibility in the future. Employees who 
feel empowered can develop their abilities and 
knowledge and, in return, use them to achieve both 
individual and organisational goals. As confi rmed 
by past theoretical analysis, the highest levels of 
intrinsic motivation can be anticipated when all 
four dimensions of psychological empowerment 
are elevated (Seibert, Wang & Courtright, 2011).

Change-Oriented Leadership 
Over the last half century, leadership behaviours 
have been studied extensively. Specifi cally, as it 
relates to the task and relationship dimensions 
of leadership. Diff erent leadership styles and 
behavioural taxonomies have substantial 
diff erences in the number and type of behaviours 
they include (Yukl, 2012). Ekvall and Arvonen 
(1999) suggests, through supportive evidence, 
the existence of a third leadership dimension, in 
addition to the well-known task and relationship 
dimensions. Th e third dimension that they identify 
is change-oriented behaviour. Th is dimension 
includes the following: identifying threats and 
opportunities, envisaging new opportunities, 
proposing new strategies, and infl uencing 
politically to support change. Although some 
theorists have pointed out that there is an overlap 
between transformational leadership and change- 
oriented leadership, Yukl (1998) contends that 
they remain diff erent concepts. Yukl, Gordon and 
Taber (2002) defi nes change-oriented leadership 
in relation to the following behaviours:

a. monitoring the environment (analysing 
information regarding events, trends, and 
changes in an external environment to identify 
threats and opportunities for a team); 

b. encouraging innovative thinking (challenging 
people to question their assumptions 
regarding their work and consider strategies 
for improvement), 

c. envisioning change (presenting an appealing 
description of desirable outcomes that can 
be achieved by a team and describing a 
proposed change with great enthusiasm and 
conviction), and 

d. taking risks for change (taking personal 
risks and making sacrifi ces to encourage and 
promote desirable change) (Ortega, Van den 
Bossche, Sãnchez-Manzanares, Rico & Gil, 

2014, p. 313). 
Leaders play the role of change agents who 
facilitate the development of relationships 
between themselves and their employees (Carter, 
Armenakis, Feild & Mossholder, 2013). As a change 
agent a leader needs to manage the change by 
continuously improving organisational strategy, 
structure and competencies to accommodate 
the constant change required from external 
and internal customers (Brightman & Moran, 
2001). Research suggests that in cases where a 
superior relationship exists between the leader 
and employees, employees will react explicitly 
to the quality relationship which leads to change 
consequences, such as performance outcomes. 
Th is relationship should also encourage and 
support eff ective employee change behaviours 
such as extra-role OCB (Carter et al., 2013).

RESEARCH METHODOLOGY 
Th is study employs quantitative research using 
both surveys and inferential data analysis.

Research Participants 
Th e study used a probability sampling technique 
where all members of the target population was 
included. Th e sample comprised all employees 
of a South African manufacturing organisation, 
including managers. All employees within 
the organisation were considered. Th e total 
population was 1081employees. Aft er gathering 
the data, the fi nal sample consisted of 736 
participants. Table 1 displays the participants’ 
demographic data. Th e largest demographic 
groups in the sample included individuals 26 to 
35 years of age, Afrikaans-speaking with a Grade 
12 qualifi cation.

Measuring Instruments 
Th e study used the change-oriented leadership 
dimension of the Managerial Practices Survey 
(TRCQ-15G), which was designed by Yukl et al. 
(2002). Th e original questionnaire consisted of 
three scales, namely, task, relation, and change-
oriented leadership. Earlier studies demonstrated 
the appropriate psychometric characteristics 
of this questionnaire (Gil, Rico, Alcover & 
Barrasa, 2005; Yukl, 1998; Yukl et al., 2002). For 
the purposes of this study, the researcher used 
the change-oriented leadership scale only. Th e 
questionnaire consisted of six items and was 
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scored on a 6-point Likert scale with 1 = “strongly 
disagree” and 6 = “strongly agree”. Some example 
items of the subscales are: “My manager proposes 
new and creative ideas for improving products, 
services, or processes” and “My manager is 
confi dent and optimistic when proposing a major 
change”. Th e reliability for the total scale reported 
was α = .94 (Gil et al., 2005) and α =.91 for the 

present study.

Th e psychological empowerment questionnaire 
(PEQ) was developed by Spreitzer (1995) who 
also validates the four dimensions contained 
therein. Th e questionnaire consists of 12-items 
and each item is scored on a 6-point Likert scale 
from 1 = “strongly disagree” and 6 = “strongly 

TABLE 1: DEMOGRAPHIC CHARACTERISTICS OF THE SAMPLE (N=736) 

Variable Categories Frequency Percentage of the 
sample

GENDER
Male 682 92.5%

Female 54 7.3%

AGE

18-25 years 55 7.5%
26-35 years 239 32.4%
36-45 years 222 30.1%
46-65 years 216 29.3%

LANGUAGE

English 167 22.7%
Xhosa 41 5.6%

Afrikaans 510 69.2%
Zulu 6 .8%

Other 9 1.2%

YEARS OF

SERVICE

Less than 1 year 48 6.5%
1-5 years 214 29.0%

6-10 years 142 19.3%
11-15 years 145 19.7%
16-20 years 86 11.7%
21-25 years 37 5.0%
26-30 years 42 5.7%
31-35 years 20 2.7%

EDUCATION

Lower than Grade 12 219 29.7%
Grade 12 315 42.7%
Diploma 50 6.8%

Trade Test/Certifi cate 123 16.7%
University degree 24 3.3%
Masters’ Degree 2 .3%

OCCUPATION

Operator 436 59.2%
Artisan 138 18.7%

Administration 26 3.5%
Team Leader 66 9.0%

General Foreman 26 3.5%
Professionally qualifi ed 26 3.5%

Management 9 1.2%
Senior Management 2 .3%
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agree”. Examples of the items include: “My job 
activities are personally meaningful to me” 
(meaning), “I am confi dent about my ability 
to do my job” (competence), “I have signifi cant 
autonomy in determining how I do my job” (self-
determination) and “My impact on what happens 
in my department is large” (impact). Stander 
and Rothmann (2009) established the construct 
validity of the PEQ. Th eir research suggests that 
a four-factor structure fi tted the data best and 
the reliability coeffi  cients of the PEQ varied from 
α = .81 (competence) to α = .89 (meaning). Th e 
reliability coeffi  cient for the overall scale was α = 
.86 in the present study.

Th e change-oriented OCB questionnaire was 
developed by Morrison and Phelps (1999). Th e 
questionnaire consisted of 9-items which were 
scored on a 6-point Likert scale from 1 = “strongly 
disagree” to 6 = “strongly agree”. Examples of some 
of the items that were asked are “I try to adopt 
improved procedures for doing the job”, “I try to 
make constructive suggestions for improving how 
things operate within the organisation” and “I try 
to introduce new work approaches to improve 
effi  ciency”. Morrison and Phelps (1999) found the 
reliability coeffi  cient

to be α = .92. Th is is similar to the reliability 
coeffi  cient for the present study, which was 
α = .90.

Research Procedure and Ethical Considerations 
Permission was requested from the Directors 
of the organisation to conduct the study. Th e 
respondents were invited in groups into a 
classroom and the facilitator explained that the 
reason for their attendance was to complete 
a research questionnaire for both academic 
and organisational purposes. Th e study used a 
paper and pencil format of the questionnaire 
since a majority of the respondents did not have 
access to email. For ethical purposes, a consent 
page requiring participants to submit that they 
voluntarily completed the questions was attached 
to the questionnaire. Th e support staff  was given 
a weblink to complete the questionnaire online 
and asked to complete it on a voluntary basis. 
All questionnaires were completed anonymously, 
and no identifying data was captured for both 
the paper and pencil and online questionnaires. 

Th e study received ethical clearance from the 
University of the Western Cape (Project number: 
15/6/51).

Statistical Analysis 
Th e Statistical Package for the Social Sciences 
(version 25) was used to perform the statistical 
analyses. Descriptive statistics, including mean 
scores, standard deviation and regression 
coeffi  cients were obtained through analyses. 
Mediation analysis calculates the indirect eff ect 
of a mediator (M, in this case psychological 
empowerment) on the relationship between the 
independent (X, change-oriented leadership) 
and the dependent variable (Y, change-oriented 
OCB), and therefore, helps to explain why 
the independent and dependent variables are 
correlated. Th e Baron and Kenny (1986) approach 
for calculating mediation was used in the study. 
Th is method involves the following series of 
regression analyses: (1) the regression of X on Y, 
ignoring the mediator; (2) the regression of the 
X on M is; (3) the regression of M on Y;

(4) a multiple regression analysis with X and 
M predicting Y. Baron and Kenny (1986) states 
that mediation is conditional on establishing 
signifi cant relationships between the variables in 
steps 1 to 3. Assuming that there are signifi cant 
relationships in the fi rst three steps, step 4 will 
provide information on whether X and M remain 
signifi cant predictors of Y. If X is no longer 
signifi cant when M is added, the fi nding supports 
full mediation. If both X and M is signifi cant, 
partial mediation is indicated.

RESULTS 
Descriptive Statistics 
Th e descriptive statistics provide an understanding 
of the sample and its characteristics. All of the 
measurements were rated on a Likert scale. Th us, 
the total mean scores are used to summarise and 
describe each variable and the responses.

Descriptive statistics for scores on change-
oriented leadership are shown in Table 2. Th e 
results indicate that employees felt their leaders 
were moderately change-oriented (M = 3.79; SD 
= 1.21). With respect to the Likert scale for this 
questionnaire, a 3 indicates that the employee 
somewhat disagrees and a 4 indicates that the 
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employee somewhat agrees that their leader 
is change-oriented. Th e average rating could 
indicate that employees did not feel confi dent 
that their managers were envisioning new 
strategies and innovative ideas and that they were 
not monitoring risks. Th e mean score for the 
total psychological empowerment represented a 
high score (M = 4.91) suggesting that employees 
have high levels of psychological empowerment 
and display an active orientation to their work 
role. Employees saw value in their goals and also 
felt that these goals were aligned to their own 
personal beliefs. For change-oriented OCB, the 
results indicate that the mean score (M = 4.71) is 
high and that employees self-reported a high level 
of change-oriented OCBs. Specifi cally, according 
to the Likert scale, a 4 indicates that employees 
somewhat agree and a 5 indicates employees 
agree that they can make changes to their current 
work methods and procedures, attempt to correct 
faulty procedures and attempt to implement 

solutions to problems.

Th e Spearman correlation analyses indicate 
small but signifi cant correlations between 
change- oriented leadership and psychological 
empowerment (r = .175, p > 0.01) and change-
oriented leadership and change-oriented OCB 
(r = .168, p > 0.01). Psychological empowerment 
and change-oriented OCB show a moderate 
correlation (r = .432, p > 0.01).

Mediation Analysis 
A hierarchical regression analysis was conducted 
to verify each step of Baron and Kenny’s (1986) 
method for determining mediation. Change-
oriented leadership was used as the predictor 
(independent variable) and change-oriented 
OCB as the dependent variable. Th e results of the 
hierarchical regression analysis are presented in 
Table 3 below.

In the fi rst step of the regression equation, all 

TABLE 2: DESCRIPTIVE STATISTICS AND CORRELATIONS BETWEEN THE VARIABLES (N = 736) 

Variable Mean SD α 1 2
1. Change-oriented leadership 3.79 1.21 .908 - -
2. Psychological empowerment 4.91 .70 .860 .175** -
3. Change-oriented OCB 4.71 .85 .897 .168** .432**

Note: **. Correlation is signifi cant at the 0.01 level (2-tailed); α = Cronbach alpha reliability

TABLE 3: HIERARCHICAL REGRESSION ANALYSIS FOR CHANGE-ORIENTED OCB WITH CHANGE-
ORIENTED LEADERSHIP AS PREDICTOR 

Variables Step 1 Step 2
Controls
Occupational category .11* .09*
Age -.02 -.02
Language -.04 -.04
Department -.07 -.06
Gender -.07 -.08*
Years of service .05 .06
Level of education .03 .04
Predictor
Change-oriented Leadership - .16**
R2 change .025 .025
Total R2 .025 .05
Total adjusted R2 .02 .04
F statistic 2.655** 4.650**

Note: ** p < 0.01; * p < 0.05
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demographic factors were entered as control 
variables. In step 2, change-oriented leadership as 
a predictor of psychological empowerment was 
added.

Th e fi rst step shows that the demographic variables 
account for 3% of the variance in change- oriented 
OCB, with occupational category explaining the 
biggest proportion of the variance (β = .11, p < 
0.05). When change-oriented leadership is added 
to the regression equation, a further signifi cant 
proportion of the variance in change-oriented 
OCB is explained (β = .16, p < 0.05). Th us, the 
fi rst condition of Baron and Kenny’s (1986) steps 
for mediation analysis is fulfi lled, i.e. that the 
independent variable is related to the dependent 
variables. Furthermore, the independent variable 
explains an additional 2.5% of the variance in 
change-oriented OCB.

To satisfy the second condition of Baron and 
Kenny’s (1986) mediation analysis, psychological 
empowerment was indicated as the dependent 
variable and change-oriented leadership as an 
independent variable. Th e analysis revealed 
change-oriented leadership explains a signifi cant 
proportion of the variance in psychological 

empowerment (β = .46, p < 0.01).

In testing the variance in change-oriented OCB 
when both the independent variable and the 
mediator is added, change-oriented leadership 
experiences a drop in beta weight (from β = .16** 
to β = .085*). Th e beta weight for psychological 
empowerment is β = .44, p < 0.01. Th us, even 
though psychological empowerment explains 
an additional 20.3% of the variance in change- 
oriented OCB, change-oriented leadership is 
still a signifi cant predictor. Th is indicates partial 
mediation. Th ese results can be seen in Table 4 
below.

All the hypotheses were supported. Th e 
relationship between change-oriented leadership 
and psychological empowerment (hypothesis 1) 
was confi rmed as small, albeit signifi cant (r = .175, 
p > 0.01). Furthermore, a signifi cant relationship 
was also found between change-oriented 
leadership and change-oriented OCB (r = .168, 
p > 0.01), confi rming Hypothesis 2. Hierarchical 
regression analysis revealed that psychological 
empowerment partially mediates the relationship 
between change-oriented leadership and change-
oriented OCB. Although only partial mediation 

TABLE 4: HIERARCHICAL REGRESSION ANALYSIS FOR CHANGE-ORIENTED OCB WITH CHANGE-
ORIENTED LEADERSHIP AS PREDICTOR AND PSYCHOLOGICAL EMPOWERMENT AS THE MEDIATOR

Variables Step 1 Step 2 Step 3
Controls
Occupational category .11** .11** .10**
Age -.02 -.02 -.02
Language -.04 -.02 -.02
Department -.07 -.04 -.04
Gender -.07 -.02 -.02
Years of service .05 .05 .05
Level of education .03 .05 .06
Predictor
Change-oriented Leadership - - .085*
Mediator
Psychological empowerment - .46** .44**
R2 change .025 .203 .007
Total R2 .025 .228 .235
Total adjusted R2 .016 .219 .225
F statistic 2.655** 26.226** 24.195**

Note: ** p < 0.01; * p < 0.05
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is indicated, Hypothesis 3 is therefore supported.

MANAGERIAL IMPLICATIONS 
As mentioned above, the purpose of the research 
is to determine the role of psychological 
empowerment as a mediator between change-
oriented leadership and change-oriented OCB. 
Th e results indicate partial mediation, meaning 
that even though psychological empowerment 
explains the largest proportion of the variance 
in change-oriented OCB, change-oriented 
leadership still explains a unique proportion 
of the variance. All measures were found to be 
reliable for use (α > 0.8) and all hypotheses were 
confi rmed.

Further and as mentioned above, change is 
inevitable if organisations want to remain 
competitive and keep up with global challenges. 
Leaders’ toughest challenge is to ensure that 
employees do not resist change. Literature 
indicates that employees who resist change is one 
of the major causes for the failure of organisational 
change eff orts (Cummings & Worley, 2014; 
Th ompson, 2011). Goksoy (2017) argues that 
through psychological empowerment, employees 
participate in the change process, play an active 
role in the decision-making, and are more 
committed to specifi c changes. Psychological 
empowerment gives employees the freedom to 
be a part of the change, more confi dence in the 
decision-making, and a strong sense of ownership 
when the change is planned for (Goksoy, 2017).

Although there is partial mediation in the 
present study, psychological empowerment 
explains 22.8% of the variance, whilst change-
oriented leadership contributes only 0.7% 
additional variance in change-oriented OCB. It is 
therefore proposed that leadership interventions 
should be focused on improving psychological 
empowerment of employees. Although 
psychological empowerment is an individual 
construct, it can be developed in the context of a 
mentoring relationship because of the modelling 
of positive behaviours that an eff ective mentoring 
relationship contains (Luna & Cullen, 1995). 
Th us, to improuve employees’ psychological 
empowerment, interventions such as discussions 
with the leader, mentoring and coaching could be 
implemented (Nel, Stander & Latif, 2015). One of 

the most important dimensions of psychological 
empowerment is meaning. Meaning results from 
a feeling that the job task is both valuable and 
makes a diff erence in the organisation (Stander 
& Rothmann, 2010). It is further noted that the 
activities or goals that an employee is engaged 
in must be consistent with the employee’s own 
value system (Zhu, Avolio & Walumbwa, 2004). 
Only then will the employee care deeply about 
what they do and realise its importance (Zhu, 
Avolio, & Walumbwa, 2004). As a contextual 
resource, change-oriented leaders could use their 
skills to off er new ideas that could be aligned to 
employees’ sense of purpose. Th ey could also 
present employees with new opportunities and 
off er ideas and plans about the future to enhance 
the impact and competence dimensions of 
employee psychological empowerment.

As the psychological empowerment of employees 
increase, they exercise better control over their 
personal circumstances (Quinn & Spreitzer, 1997). 
Quinn and Spreitzer (2001) argue that individuals 
with high levels of psychological empowerment 
display behaviours such as innovativeness, 
increased eff ectiveness and less resistance to 
change, regardless of their occupational category 
or position. Many organisations acknowledge that 
they require employees who have the authority 
to make decisions without their supervisor’s 
consent, who consider their work important, 
who take psychological ownership and who are 
ultimately psychologically empowered (Sangar & 
Rangnekar, 2014). Furthermore, when individuals 
believe that they are empowered to take decisions 
and also understand the risk associated with 
the task they are involved in, they will generate 
creative ideas that would not only improve the 
eff ectiveness of their department but also of the 
organisation as a whole (Sangar & Rangnekar, 
2014). Th us, empowering employees remains a 
primary component of managerial eff ectiveness 
(Baird & Wang, 2010; Drucker, 1988).

Limitations and Recommendations 
Leaders are required to be more innovative, 
proactive in risk-taking, implement and envision 
change and, specifi cally, develop positive 
behaviours in their employees. Th ere is therefore 
a great need for further investigation into change-
oriented leadership. Future studies should also 
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focus on the antecedents and consequences of 
the variables and particular attention should 
be paid to the South African context. It is 
therefore recommended that studies undertake 
longitudinal research which will analyse how the 
variables infl uence each other over time (De Waal 
& Pienaar, 2013).

Organisational change practitioners or 
human resources management should look at 
incorporating psychological empowerment and 
change-oriented OCB as a tool to lower levels 
of resistance to change. Th is study attempts 
to illustrate a link or connection between the 
literature on change-oriented leadership and 
change-oriented OCB. It further provides an 
understanding of the critical role of leaders to 
encourage and infl uence employees to display 
change-oriented behaviours (Li et al., 2016) as 
well as to empower employees.

CONCLUSION 
Currently, organisations are faced with many 
global, political and environmental challenges. 
It is important for leaders to exhibit change-
oriented behaviours to cope with these challenges 
and to react appropriately in order to maintain 
the competitiveness of organisations. Th erefore, 
organisations should invest more in the training 
and development to initiate change-oriented 
leadership behaviours to equip leaders to 
psychologically empower their employees, since 
they know the daily shop fl oor issues.

Psychological empowerment partially mediates 
the relationship between change-oriented 
leadership and change-oriented OCB. In an eff ort 
to contribute to existing literature, this

research off ers some insight into why psychological 
empowerment is needed in our organisational 
practices and strategies.
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ABSTRACT 
Business schools are oft en criticised for their 
apparent failure in developing responsible 
leaders who are suffi  ciently equipped to 
manage complex global challenges. Approaches 
facilitating this development are not well 
described by business schools. As a response to 
these challenges, this study explored the levels 
of refl ection and transformative learning that 
MBA students experienced aft er participating 
in a social engagement project. A qualitative 
content analysis approach was employed. Data 
were collected from 201 refl ective assignments 
that provided insight into the levels of refl ection 
and the students’ transformational learning 
experience. Th e fi ndings indicate that the students 
were able to engage in premise refl ection, which 
resulted in shift s in their frames of reference 
regarding responsible leadership. Four themes 
emerged from those students who engaged 
in premise refl ection: Empathetic leadership, 
Selfl ess commitment, Collaborative leadership, 
and Future orientation. Th e study off ers guidance 
to business schools, curriculum advisors, course 
developers and lecturers to improve learning 
and teaching experiences towards responsible 
leadership development.

Key words: Premise refl ection, experiential 
learning, social engagement, responsible man-
agement education 

INTRODUCTION 
Th e development of responsible leaders 
has led to global calls for transformation in 
management education (Dyllick, 2015; Hastings 

and Sunderman, 2019). At the heart of many 
criticisms of management education lies the 
perceived inability of business schools to deliver 
graduates who exhibit sound judgement and 
the refl exivity to grapple with complex and 
real societal issues (Dyllick, 2015). Ultimately, 
business schools should be delivering active 
moral citizens and accountable leaders who are 
able to address global economic, environmental 
and other human challenges in a sustainable 
manner (O’Brien, 2005; Weerts, Vermeulen 
and Witjes, 2018). In order to be considered 
a globally responsible leader, business school 
graduates should display heightened cognitive 
sophistication, refl ective awareness, critical 
thinking abilities, multicultural and societal 
wisdom as well as the moral fortitude to discern 
among competing choices. For business schools 
to reach this goal, it is imperative that learning 
opportunities are transformative in nature, issue-
centred and include opportunities for refl ection 
(Muff  et al., 2013).

Experiential learning is an ideal tool for changing 
student attitudes and the development of more 
socially responsible graduates (Giles and Eyler, 
1994; Wilson, Yates and Purton, 2018). As a 
pedagogical approach experiential learning has 
gained ground in management education over 
the past decade (Papi-Th ornton and Warriner, 
2016). Although business schools claim to 
transform students through experiential learning, 
they seldom consider the outcomes beyond 
academic graduation (Berman Brown, 2000). 
Th e mechanisms that can lead to transformative 
experiences, however, are not necessarily well 
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understood. Th e transformative learning theory 
is oft en cited as a theory that can help scholars 
to understand the dynamics of adult learning 
experiences and shift s in perspectives. According 
to this theory, refl ection plays a key role in the 
learning experience of adults (Mezirow, 1991). 
Kember et al. (1999) add that the transformative 
learning theory considers three categories of 
refl ection, namely content refl ection, process 
refl ection and premise refl ection. Th e fi rst two 
categories are deemed to be equal in status and 
are concerned with the “what” and the “how” 
of refl ection (Scott, 2010, p. 435). Th e higher-
ordered thinking – premise refl ection – more 
commonly referred to as ‘critical refl ection’, leads 
to shift s in perspectives and the unbridling of 
unhelpful habits and behaviour. Th is form of 
refl ection is a desired skill for responsible leaders.

Th e understanding of refl ection is overshadowed 
by narrowly directed problem-solving teaching 
strategies and research interests in management 
education (Closs and Antonello, 2011; Tiessen, 
2018). Th ere are oft en few experiential learning 
opportunities in business schools that prepare 
students suffi  ciently to engage in premise 
refl ection because of the nature and structure of 
traditional management education programmes. 
Th e benefi ts of focussing on refl ection can include 
opening students up to a deeper understanding 
(Scott, 2010) of the taken-for-granted social, 
cultural and political challenges facing the world 
(Reynolds, 1998, p. 183). According to Dubinsky 
(2006), students who are called to refl ect on their 
experiences, and to do so critically, should be in 
a better position to transform new knowledge, 
leading to higher-quality decision-making as 
leaders. Understanding the impact of refl ection 
on students’ perspectives therefore becomes 
critical for the improved development of learning 
opportunities that business schools can present.

PROBLEM INVESTIGATED 
Research on the outcomes of refl ection as a 
component of experiential learning has mainly 
been located in the domain of social sciences and 
humanities (Andresen, Boud and Cohen, 2000). 
Little is known about the dynamics of refl ection 
that business students at a master’s degree 
level could engage in and the transformation 
they could experience. In response to the call 

for more socially responsible management 
education, this study explored the categories of 
refl ection and the subsequent transformative 
learning experiences of masters’ degree students. 
Th e research was conducted by means of an 
integrated and focused assignment, whereby 
students engaged with social sector leaders as 
part of the Business in Society (BIS) module in 
the Master’s of Business Administration (MBA) 
programme at Stellenbosch University Business 
School (USB) in South Africa. Accordingly, the 
purpose of this paper was to explore the critical 
refl ection that students underwent and to identify 
the transformation in their understanding of 
leadership. Furthermore, as transformative 
learning experiences are essential for students in 
business schools in particular, it was important 
to gain a deeper understanding of the impact 
of refl ection and how it can lead to further 
innovation in the design of courses directed at 
responsible leadership development.

LITERATURE REVIEW 
To undergo a transformative learning experience, 
students should reveal a higher level of thinking 
characterised by inclusivity, discernment, 
refl exivity, openness and displaying an increased 
emotional capacity (Merriam, 2004). Th e 
development of responsible leaders can be 
benefi ted by experiential learning opportunities 
in business schools.

Responsible management education 
Responsibility is at the core of eff ective leadership 
(Waldman and Galvin, 2008; Pasricha, Singh 
and Verma, 2018). However,  business school 
graduates struggle to manage complex socio-
political, environmental and ethical dilemmas 
responsibly when they are in leadership positions 
(Muff  et al., 2013). It seems that the failure of their 
management education are exposed in this regard 
as it does not always produce leaders who act for 
the proverbial ‘greater good’ (Godfrey, Illes and 
Berry, 2005; Blasco, 2012; Awaysheh and Bonfi glio, 
2017; Borges et al., 2017). In trying to gain insight 
into these apparent failures, various scholars 
have explored the challenges, defi ned practices, 
models and frameworks of management theory 
related to responsible management education 
(Pless, Maak and Stahl, 2011; Muff , 2013; Muff  et 
al., 2013; Dyllick, 2015; Borges et al., 2017; Tyran, 
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2017). Th ere is consensus, though, that business 
schools must purposefully nurture a culture of 
responsibility through their teaching in order 
to produce responsible business leaders (Muff  
et al., 2013). Business schools should therefore 
be prepared to continually question how their 
curricula, courses and learning experiences are 
able to lead to responsible leadership (Waldman, 
2012; Anderson et al., 2018). 

Th e perception that graduates lack the moral 
fi bre to fl ex in complex working environments 
will only be altered when graduates exercise 
these leadership muscles in society (Pfeff er and 
Fong, 2002, 2004; Bennis and O’Toole, 2005; 
Starkey and Tempest, 2005; Podolny, 2009; 
Currie, Knights and Starkey, 2010; Wilson and 
McKiernan, 2011). Mintzberg and Gosling (2002, 
pp. 68-71) contend that management education 
must therefore look “beyond the classroom” and 
create learning opportunities that strengthen 
these capacities. Reinvigoration is needed to 
produce refl ective, collaborative and analytical 
thinkers (Muff , 2013). Techniques that prepare 
students to be refl exive should therefore be non-
negotiable in management education. In other 
words, strategies that prepare students to “step 
back from a work engagement, conceptualise 
what is going on, identify new insights and take 
time to communicate” should all form part of 
the students’ education (Klimoski, 2007, p. 494). 
It would be worthwhile for business schools to 
be more mindful of the existing guidelines for 
the development of responsible management 
education.   

Th e Principles of Responsible Management 
Education (PRME) challenges business schools 
to be creative in their teaching practices (Crossan 
et al., 2013). Th is initiative, collaboratively 
developed by the UN Global Compact and 
a number of business schools worldwide, is 
committed to the development of current and 
future managers through the implementation of 
six principles: purpose; values; method; research; 
partnership; and dialogue in their respective 
institutions (Tyran, 2017). Th e third principle, 
method, denotes a commitment to “create 
educational frameworks, materials, processes 
and environments that enable eff ective learning 
experiences for responsible leadership” (PRME - 

About Us - Six Principles, no date). To reinforce 
this principle, business schools should include 
experiential learning as a pedagogy to bolster 
their eff orts to develop responsible leaders. 
Students should be exposed to unconventional 
means of learning to discover “richer realities” 
(Mather, Karbley and Yamamoto, 2012, p. 12). 
Experiential learning can take various forms in 
business school education such as internships, 
workshops, excursions, action research, role 
plays, practicums, active learning in lectures, 
group discussions, the use of refl ective journaling 
and self-directed projects (Andresen, Boud and 
Cohen, 2000). What distinguishes experiential 
learning from other forms of learning is the 
analysis of experiences through refl ection, the 
critical examining of beliefs, and the subsequent 
transformation of student beliefs as part of their 
meaning-making (D. Kolb, 1984).

Experiential learning 
Th e roots of experiential learning extend back 
to the philosophies of the ancient Western 
and Eastern thinking of Plato, Sophocles 
and Confucious. Plato’s theory of schooling, 
and its impact on education and society, was 
eventually embraced by Dewey (1938) who 
refi ned his conception of experiential learning 
(Harkavy, 2006)communities, and societies; (2. 
Th e playwright, Sophocles, is oft en quoted in 
relation to the origins of experiential learning 
in the following way: “One must learn by doing 
the thing, for though you think you know it – 
you have no certainty, until you try” (cited in 
Gentry and Burns, 1983, p. 139). Confucious 
more pointedly explained, “I hear and I forget, I 
see and I remember, I do and I understand” (cited 
in Kumar and Bhandarker, 2017, p. 244). What 
these thoughts have in common is that learning 
occurs through doing and the doer is at the centre 
of the experience (Greene, 2011; Dean, Gibbons 
and Perkiss, 2019).

Experiential learning considers the experience 
of learners as being at the heart of teaching and 
learning decisions (Andresen, Boud and Cohen, 
2000; Morris, 2019)current life events, or those 
arising from the learner’s participation in activities 
implemented by teachers and facilitators. A key 
element of experience-based learning (henceforth 
referred to as EBL. Building on Dewey’s theory of 



958
WWW.IBC-CONFERENCE.COM

experience, D. Kolb (1984) defi nes experiential 
learning as the process whereby knowledge is 
generated through reconstructing experiences. 
In his explanation, the outcomes of experiential 
learning can range from the acquisition of new 
skills to an improved social consciousness 
(Fowler, 2008). Here experiential learning and 
the development of socially conscious leaders 
can contribute positively to the re-invigoration 
of management education. Experiential learning, 
therefore, becomes active, and is ongoing, leading 
to the transformation of established frames of 
reference (Mezirow, 1997).

Dewey (1938) and D. Kolb (1984) considered 
experiential learning to be transformative. 
For transformation to occur, experiential 
learning must off er students the opportunities 
to interrogate and internalise new experiences 
and compare these to earlier experiences and 
existing beliefs (Fowler, 2008). Learners therefore 
cannot be spectators and only passively absorb 
information at the fringe of an event; they have 
to actively engage in a mindful way. According 
to Fowler (2008), experiential learning sits at the 
nexus of experience and refl ection. If experiences 
are of a poor quality, and little refl ection 
occurs, the experiential learning will be limited. 
Opportunities for quality action learning and 
refl ection should be presented where students 
can communicate their feelings and thought 
processes to foster a deeper learning (A. Kolb & D. 
Kolb, 2005). A process of transformative learning 
in this way requires refl ection that can strengthen 
graduates’ capacity to deal with the complexities 
of a rapidly changing social environment (Kumar 
and Bhandarker, 2017). Raelin (2007) suggests 
that as the orientation of management education 
should be changed, the curriculum at business 
schools should not be left  behind.

Refl ection 
Refl ection and its processes has been addressed 
by various scholars (Dewey, 1933; Schön, 1983; 
Boud and Walker, 1985; Mezirow, 1991; Sherman 
and Welsh, 1994). More recently, conceptual 
and empirical studies exploring the impact of 
refl ection on learning, have increased gradually 
(Kreber, 2004). Refl ection is at the core of adult 
learning (Hatcher and Bringle, 1997; Bray and 
Maclellan, 2019). Critical thinking and refl ection 

is therefore important in preparing management 
education students to eff ectively process and 
understand what is learned and to integrate 
this newly acquired knowledge into their future 
actions, values and beliefs (Inamdar and Roldan, 
2013). It is commonly understood that refl ection 
is purposeful and can result in outcomes that are 
not always anticipated. Refl ection holds together 
experience and learning and involves thinking 
and feeling (Andresen, Boud and Cohen, 2000). 
Raelin (2002, p. 66) considers refl ection as 
“the practice of periodically stepping back to 
ponder the meaning of what recently transpired 
to ourselves and to others in our immediate 
environment”. 

Mezirow (1991) believes that refl ection as a process 
results in the transformation of perspectives.  
Mezirow’s conception of refl ective thinking 
stems from his transformational theory of adult 
learning (Mezirow, 1990). He initially layered 
his conception of refl ective thinking into three 
themes: the objects of refl ectivity, consciousness 
and critical consciousness. Within the themes 
of consciousness and critical consciousness 
he fi rst posited seven categories of refl ective 
thinking (Mezirow, 1981). In his later work, he 
categorised refl ective thinking into three spheres, 
content refl ection, process refl ection and premise 
refl ection, as examples of retroactive refl ection 
(Rogers, 2001). Mezirow (1991) describes content 
refl ection as refl ecting on what is observed, what 
is thought about, felt or acted upon. Process 
refl ection relates to understanding the how, and 
how well one perceives, thinks, feels or acts on 
an experience (Mezirow, 1991). He explains 
premise refl ection as coming to an awareness 
of why adults perceive, think, feel or act in the 
manner that they do (Mezirow, 1991). According 
to Kember et al. (1999, p. 23) both content and 
process refl ection focus on the “subject matter of 
refl ection” whereas premise refl ection challenges 
established frameworks of meaning, resulting 
in altering perspectives. Content or process 
refl ection can lead to a change in beliefs (Mezirow, 
1990) whereas premise refl ection can result in 
the transformation of perspectives (Kember 
et al., 1999).  In the end, refl ection is aimed at 
integrating understanding with experience for 
the purpose of improved decision-making and 
behaviour. It ultimately transpires  into “new 
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understandings or appreciations” (Boud, Keogh 
and Walker, 1985, p. 19). 

Refl ection can be cathartic and can lead to the 
unlearning of deeply held beliefs (Weick, 2002; 
Justice et al., 2019). It can also initiate personal 
growth when previously held assumptions are 
exposed to critique, which in turn can create 
new pathways for thinking and being (Raelin, 
2001). Courses that promote refl ection can guide 
student learning towards a richer understanding 
(Scott, 2010) of the “taken-for-granteds social, 
cultural and political”  issues (Reynolds, 1998, p. 
183). During a learning process, refl ection fl ows 
through three stages: reviewing the experience, 
analysing  the experience, and re-evaluating it 
(Kember et al., 1999; D. Kolb, 1984; Mezirow, 
1981; Peltier, Hay, & Drago, 2005). As a process, 
refl ective learning creates and clarifi es “meaning 
in terms of self ”, and results in “a changed 
conceptual perspective” (Boyd and Fales, 1983, 
p. 100). Zubizarreta (2004) suggests that courses 
focus purposefully on selected refl ections during 
students’ learning. Th is approach in management 
education is encouraged to promote the 
development of responsible leaders in society 
(Mintzberg & Sacks, 2004). A more student-
centred  and transformative approach can help 
students to develop the ability to ask meaningful 
questions and to understand the complexities 
of leading organisations towards sustainability 
(Inamdar & Roldan, 2013). Th is approach not 
only improves students’ ability to critically 
question assumptions and enable them to 
understand power, but it also directs attention to 
the socio-political nature of the experience, and 
results in an enlightened re-ordering of previous 
knowledge and beliefs.  (Deeley, 2010).

What is agreed  upon is that refl ection holds 
inherent value to enhance student learning and 
professional development (Rogers, 2001). We 
suggest that the MBA BIS module at USB, and its 
Social Engagement Project  in particular, off ers 
the ideal opportunity for refl ection as part of 
students’ experiential learning, and that it can 
motivate them to consider their role as responsible 
leaders more intently. 

METHOD 
Situation 
Th e qualitative study was undertaken at USB. Th is 
business school has made a commitment towards 
developing responsible leaders who are able to 
understand their actions and their businesses in 
society. Th e initial consideration for the study 
stemmed from the need to understand how USB’s 
Social Engagement Project altered students’ views 
of their role as responsible leaders in society. As 
part of the Business in Society (BIS) module of 
the Master’s in Business Administration (MBA) 
curriculum, students are expected to participate in 
a practice-based activity, i.e. a Social Engagement 
Project whereby they submit a written assignment 
to complete the BIS module. Guidelines are 
provided as for students to identify a non-profi t 
organisation (NPO) whose activities align with 
at least one of the United Nations 17 Sustainable 
Development Goals. A qualifying NPO must have 
a functioning management team and governing 
board, and the students are required to study the 
NPO in its context. Connecting with an NPO 
could occur as soon as students are able to secure 
an organisation that is willing to participate. 
Students have to conduct an interview with the 
CEO or chairperson of a board, and attending a 
management or board meeting is compulsory. 
A profi le form capturing the details of the 
organisation is required. A fi nal written essay of 
between 4500-5500 words contributes 40 per cent 
to the students’ grading of the BIS module.

Design 
As part of a broader study, an analysis of essays 
and six focus groups were conducted. As the 
focus of this article was on analysing deeper 
refl ections (i.e. the premise refl ection), only the 
fi ndings from this refl ective essay are presented. 
Th e 201 refl ective essays served as the unit of 
analysis from which students’ levels of refl ection, 
premise refl ection in particular, were analysed. 
Guided by a social constructivist paradigm, the 
study allowed the researchers an opportunity 
to construct subjective meanings of student 
refl ections and experiences based on their 
specifi c social engagement project (Creswell, 
2007). In terms of the assignment, students were 
instructed to refl ect critically on their leadership 
and stewardship learning experience initiated 
through an onsite exploration of an NPO and 
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engaging with the leader of that NPO. Students 
were encouraged to write freely about what 
they had learned from the project and to relate 
their learning experience to their understanding 
of responsible leadership. Th ey were also free 
to expand on any other experiences they had 
considered to be transformative.

Analysis 
Qualitative content analysis was employed for 
all 201 refl ective essays. It was a fl exible method 
to make sense of the large volume of qualitative 
material, to identify consistencies and to extract 
meaning (Patton, 2002; White & Marsh, 2006). 
Th e analysis was thus more than a word-count 
exercise and, as a process, it relied mainly on 
inductive reasoning but did not have to exclude 
deductive reasoning (Berg, 2001). Th emes 
emerged from the data for examination and 
comparison (Patton, 2002). In line with deductive 
analysis, content refl ection, process refl ection 
and premise refl ection – based on Mezirow’s 
categorisation of refl ection – were used as a coding 
scheme (Mezirow, 1991). Extracts of an initial 
round of deductive coding was shared between 
the researchers as a means of triangulation. Once 
there was agreement on the categorisation, the 
primary researcher completed the analysis of all 
the transcripts.

As content and process refl ection occurred 
commonly, the focus of the analysis for this article 
was on an inductive analysis under the sub-theme 
of premise refl ection. ATLAS.ti, the qualitative 
data analysis and research soft ware program, 
was used to organise the assignments, perform 
the coding and complete the analysis. Coleman 
and Unrau’s (2008) six-step framework was 
followed in analysing the sub-theme. Although 
reported here as linear, the process was iterative. 
Th e initial step required the identifi cation of the 
wording for analysis. Th e second step included 
the preliminary planning to organise and analyse 
the text by using Atlas ti. Once organised, the 
text was read and reread and specifi c points of 
interest were noted. Th e next two steps followed 
an inductive approach with a fi rst-level coding 
preceding a second-level coding. Initially, codes 
were categorised and common threads were 
established between meaning units (Aronson, 
1994). Th e analysis progressed with a constant re-

organising of codes to a point of clarity where it 
was apparent that a relationship existed. Th e fi ft h 
step involved interpretation and sense-making of 
the data. As part of the sixth step, which focussed 
on trustworthiness, the preparation, organising 
and reporting phases were discussed with a 
senior researcher throughout the analysis. Ethical 
clearance for the project was obtained from 
Stellenbosch University.

FINDINGS AND DISCUSSION 
Th e study explored the MBA students’ 
experiences of transformation as manifested in 
their refl ection on learning by participating in 
the Social Engagement Project. Th e overarching 
fi nding suggests that the Social Engagement 
Project is a suitable learning intervention for 
premise refl ection to occur, and resulted in 
a transformative learning experience for the 
participating MBA students. More than one-
third of the students were able to progress from 
refl ecting on the what (content) and the how 
(process) to displaying a level of critical (premise) 
refl ection that shift ed their perspectives of their 
personal leadership role in society (Scott, 2010). 
For those who engaged in premise refl ection, 
four themes emerged, highlighting their new 
understanding and appreciation of their role 
as responsible leaders in society (Boud et al., 
1985). Th e fi rst theme, Empathetic leadership, 
provided insight into students’ shift s towards 
viewing their leadership and its impact from the 
perspective of others; the second theme, Selfl ess 
commitment, showed students’ acceptance that 
leadership requires a personal investment beyond 
merely fulfi lling the task of leading; the third 
theme reminiscent of a stakeholder perspective, 
Collaborative leadership, addressed students’ 
views of their leadership as part of a broader 
community eff ort; and fi nally, Future orientation, 
displayed students’ understanding that leadership 
is not about the present only, but has future 
implications too.

Empathetic leadership 
Students drew inspiration from the NPO leaders 
who viewed their leadership from the perspective 
of others. Th e students identifi ed that responsible 
leaders were comfortable with being vulnerable, 
were present and attentive to the needs of others 
while tempering their own ambition. Th e students 
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suggested that many leadership failures could be 
attributed to a ‘hero’ complex and not empathising 
with those they served. Johan1 refl ected on his 
ability to step away from the experience and 
gained a better perspective on leadership:

Where I worked before the managers wanted 
to be seen. Th ey didn’t see others. Th ey created 
tension. Aft er this experience, I stepped back 
and it became clear NGOs leaders understand 
their people and don’t get caught in a trap 
of their own ego. I can now say I know 
now for in the future I must do the same.

A. Kolb and D. Kolb (2005) contend that 
creating learning spaces and styles which result 
in a commitment to act, can lead students to 
a deeper level of learning in that they become 
comfortable with expressing their feelings and 
can unpack their thinking. In terms of the ability 
to reach a level of critical refl ection, Raelin (2002) 
confi rms that students should be able to move 
away from and return to an experience, to gain 
an understanding of their environment and to 
process the transformation they underwent. As 
students were able to engage in the practice of 
stepping away, they were able to evaluate their 
experience and obtain a deeper understanding of 
the value of empathy as leaders in the process of 
exposing their vulnerability.

Students felt that NPO leaders were authentic 
listeners. Students described responsible 
leadership as the disengagement of personal 
interests to be in service of others. Th e students 
perceived that personal interests were of less 
importance to the NPO leaders. Students 
considered these leaders were free to listen 
meaningfully to others, internalising various 
view-points and constructing a better vision for 
the organisation by empathising with those they 
served. Zola’s description of being an authentic 
listener was revealing:

Th e fi rst major revelation that I had was 
that this project was driven by the pure love 
for people and to make the world a better 
place for all. I work with people who only 
hear their own voices. During this dialogue, 
I interrogated my assumptions about these 

1 Pseudonyms are used for all participants 

leaders? I think this empathy linked to the 
vision comes from listening to others. I take this 
personally that I must change this for me fi rst.

Kember et al., (1999) suggest that experiencing 
a revelation is common among students who 
are able to move beyond introspection, i.e. only 
thinking about their feelings (content refl ection). 
Students in this study showed how they were able 
to refl ect in such a manner that they interrogated 
their experiences to the point of internalising 
them (Fowler, 2008). For Mezirow (1991), the key 
element is reaching a point of transforming one’s 
perspective. Students showed that by internalising 
their experiences they were engaged in premise 
refl ection, bringing them to new conclusions 
about themselves and leadership.

Self-awareness was identifi ed as a key trait that 
NPO leaders had. As these leaders were able to 
identify their own strengths and weaknesses, they 
were also able to accommodate the strengths and 
weaknesses of others. For students like Jane, NPO 
leaders developed this vulnerability because they 
were “able to see themselves in others’ shoes”. Th is 
was further supported through Jeff ’s recounting 
of his leadership engagement:

Self-awareness – understanding one’s personal 
strengths and weaknesses – is important 
when it comes to responsible leadership 
and stewardship. In corporate where I have 
worked and you don’t have time for this and 
your judgement suff ers. I asked myself how 
they do it? It is not just a nice to do but self-
awareness and refl ection over one’s personal 
behaviour are crucial to become a responsible 
leader in society like these NPO leaders. I 
can change this now that I have understood.

Th e practical value of such an engagement 
attends to what Mintzberg and Sacks (2004) 
call for in management education: that students 
are developed into responsible leaders, not 
only through textbook-learning, but also, and 
more importantly, through experience and the 
recognition of responsible leadership-in-action. 
Dyllick (2015) considers improved judgement a 
key outcome of students’ improved refl exivity. In 
terms of students’ engagements with NPO leaders 
the students acknowledged that an improved self-



962
WWW.IBC-CONFERENCE.COM

awareness in their leadership roles will contribute 
to their professional development (Rogers, 2001).

Students admired the manner in which NPO 
leaders were able to dismantle any perception 
that these hierarchies separated them relationally 
from others. Th ey were able to interact with 
their staff  and clients in an uninhibited manner. 
Students attributed this to leaders being able to 
see themselves as at the same level as that of other 
stakeholders. Although there were organisational 
hierarchies, NPO leaders’ ability to empathise 
was evident, as Martha explained:

Aft er the visit to my NPO, I paused and took 
time to think of my past. I was astonished 
and admired the work that was being 
done for the community. In my experience 
with them I was able to get deep into their 
operations and note the leader interacts 
with numerous co-workers and children. 
Th e way she operates with empathy to face 
any challenge makes me want to make a 
diff erence and I took my time to think about it.

Th e quality and depth of experience and 
refl ection has an impact on the students’ learning. 
According to Fowler (2008), going deep into one’s 
experience and refl ecting on it improves the level 
of learning that can occur. For Andresen, Boud 
and Cohen (2000), refl ecting with purpose holds 
both the experience and shift s in perspectives 
together. Similarly, Kreber (2004) identifi es the 
importance of being purposeful in the refl ection 
and not rushing to conclusions.

Selfl ess commitment 
Students identifi ed that NPO leaders were 
committed to a cause beyond what the students 
considered reasonable. Th e students perceived the 
eff orts invested to ensure that these organisations 
remained sustainable were not replicated in the 
corporate world, and that the main distinguishing 
factor was how NPO leaders’ invested of their 
own personal resources. Th e students considered 
this investment to be a selfl ess dedication that 
responsible leaders in society should be aware 
of. Joe, in questioning the value of this type of 
dedication, confi rmed his new understanding:

Th e love, care and dedication that they have 

put into the institution, in all forms oft en even 
covering fi nancial shortfalls from their own 
pockets is truly commendable and epitomises 
the concepts of responsible leadership and 
societal stewardship. But why would I want 
to do this? In my experience people want to 
make money. But now I know that they have 
acted with values that transcend [the] self and 
truly are serving society for the greater good.

Peltier, Hay and Drago (2005) found that learning 
requires the re-evaluation of beliefs in order for 
development to occur. Refl ection is at the heart of 
learning and students who ask critical questions of 
themselves would gain value from a course of this 
nature (Hatcher & Bringle, 1997). Th rough this 
assignment, many students posed questions about 
their own commitment to leading in a responsible 
way that they otherwise would not have had the 
opportunity to do. Similarly, Mezirow, (1991) 
deems this question as important for learning.

NPO leaders were considered to be driven by a 
commitment supported by a passion to be servants 
of society. Th ey were thus perceived as being able 
to surrender themselves to a greater purpose in 
life that is beyond a profi t motivation. For many 
students this commitment and passion reinforced 
a leader’s purpose. However, Steven could not 
grasp “if it was worth it”. Many students believed 
that developing this purpose was an ongoing 
process. In contemplating the requirements of 
being a responsible leader who contends with 
complex problems in society, Th andi concluded:

Th is assignment showed me what I have 
never had to consider this before. I don’t 
see this all the time, this commitment. Th e 
complex problems will keep you awake at 
night. I now see how important it is for my 
future and this assignment changed my 
views on meeting expectations for the good.

Complexity is present in all organisations and 
the ability to recognise it, refl ect on it and reach 
workable solutions, is vital for responsible 
leaders to master (Kumar & Bhandarker, 2017). 
Shift ing orientations is an important output for 
management education so that leaders can work 
for the common good (Raelin, 2002). Similarly 
to this study, Blasco (2012) found that students 
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are able to understand the need to work for 
the common good when they refl ect critically 
and gain clarity through an experience-based 
opportunity.  

Th e attitude of NPO leaders determined the focus 
of their organisations. Students identifi ed that 
NPO leaders were able to perform a balancing 
act of all their stakeholders’ interests while not 
being distracted by competing interests. In doing 
so, these leaders required an even temperament 
to address the socio-political challenges. Students 
also discovered that a proper attitude oft en led 
to other improved mental states and work being 
considered a pleasure rather than a task:

Commitment builds a positive attitude, 
removes the workload, and improves 
people’s performance through an increase 
on their focus. I have compared other jobs 
and sometimes they have no meaning. Th is 
assignment made me analyse why. It does not 
matter what kind of sector we work in, the key 
is to fi nd the right balance and commitment. 
Aft er this I can see how to develop my approach.

Continuous comparison to previous experiences 
enhances the refl ection process for students 
and can assist with developing new approaches 
to understanding the taken-for-granted social, 
political and environmental issues (Reynolds, 
1998). Zubizarreta (2004) suggests that 
assignments that introduce refl ection must 
have a clear purpose. In this regard, this study 
showed that the assignment met what it set 
out to do with many students. Berman Brown 
(2000) furthermore confi rm the purpose of such 
experiential learning opportunities as valuable in 
shaping responsible managers.

Most students suggested that commitment led 
to greater credibility as a responsible leader. Th e 
commitment of NPO leaders to fulfi ll the vision 
of the organisation was not oft en viewed in 
other sectors. Students considered the additional 
scrutiny, or as stated by Petro, the “watchful eye” 
that NPO leaders endured in working with public 
funds, as challenging. Many students believed 
that they would not be able to work under this 
consistent scrutiny.

Experiential learning should be an ongoing process 
and knowledge gained through experience should 
be transferable and transformative (Mezirow, 
1981). According to Inamdar and Roldan, (2013) 
improved processing of information for later 
application is a product of refl ection. Th is study 
found that aft er engaging with NPO leaders some 
students started to apply what they had learned 
from the assignment in diff erent contexts.

Collaborative leadership 
Many students regarded NPO leaders as prime 
examples of corporate citizens, that is, leaders 
who embody responsible and ethical leadership. 
Although students acknowledged that this was 
not necessarily the case for all NPO leaders, 
they agreed that it was more oft en than not the 
case. A stand-out feature of these leaders was 
their own ability to see themselves as leaders in 
their community and their ability to relate to 
all stakeholders successfully. Stephanie’s views 
captured this observation aptly:

Personally, I am transformed by this 
experience. Tim [NPO leader] is the true 
embodiment of being a responsible, ethical 
leader. I could experience fi rst-hand what 
societal responsibility means and that, as 
a leader in the private sector, I have an 
obligation to contribute towards society. 
It inspired me to refl ect more on how I can 
infl uence others, as they consider more 
than themselves, they include others.

Transformation is at the heart of experiential 
learning (D. Kolb, 1984) along with the 
development of ethical leaders with a social 
conscience (Fowler, 2008). Management 
education holds this approach close at heart. 
Experiential learning as a pedagogy can equip 
students to progress towards this standard of 
leadership where decision-making is enhanced 
(Dubinsky, 2006).

Leadership was not “ring-fenced to their 
immediate environment”, according to Karen. 
Th is sentiment was shared by many students who 
considered the role of NPO leaders to extend to 
other sectors of their community. Th ese leaders 
were viewed as infl uential from whom leadership 
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lessons could be learned. For Beth and others, the 
value of a leader was in their ability to infl uence 
others in their community rather than infl uencing 
only those in their immediate work environment:

I don’t remember seeing this leadership 
in work. He demonstrated an extremely 
important attribute namely servant 
leadership, he had high morals. I thought 
about if I have these attributes, but now that 
I can compare, I have work to do. Leadership 
extends beyond their traditional mandate.

Management education seeks to develop leaders 
that can collaborate to address global challenges 
eff ectively (Dyllick, 2015). Th is study confi rmed 
that students are able to identify this as a skill 
they need to refi ne. Refi nement occurs through 
an iterative process and refl ection provides this 
platform (Raelin, 2002). Th e moral fortitude 
that leaders require (O’Brien, 2005) are not 
adequately conveyed through textbook readings 
and experience-based opportunities can allow 
students to gain fi rst-hand experience of what 
this means.

Decision-making was part of responsible 
leadership. For most students NPO leaders were 
able to drill down into issues and take decisions 
that were in the best interests of others and 
oft en took critical decisions through broad 
consultations. Th e students considered this 
approach to be important given the diff erence 
that can be made in society and business leaders 
should see it as part of what they are required 
to do. Terry’s previous experiences and her 
subsequent engagement with an NPO leader 
succinctly described this observation:

My previous examples were bad. Being a 
responsible leader means making decisions 
where the interests of all stakeholders are 
taken into consideration, not just your own 
self-interest. I didn’t think of the impact 
on society until this assignment. Th is is 
relevant to me. I will change my ways and 
also convince others. Th at’s what I can do.

Dubinsky (2006) along with Dyllick (2015), have 
shown that issue-centered learning can contribute 
to the improved learning experiences of students. 

Muff  et al. (2013) suggest that this is the purpose 
of responsible management education and that 
addressing real issues will better prepare and equip 
leaders to successfully deal with the future. Th e 
ownership of the outcomes of the learning reside 
with students, and the process can be facilitated 
to achieve this outcome through experiential 
learning (A. Kolb & D. Kolb, 2005).

Future orientation 
Many students realised that an NPO leader’s 
behaviour was crucial in determining the 
trajectory of an organisation. Th e NPO leaders 
were viewed as leaders that could ‘step into’ the 
future to predict challenges with ease owing to 
the environment they worked in. Underpinning 
this future orientation was responsible and 
ethical decision-making. As Jason elucidated, 
these leaders have to predict the future:

It is imperative to look into the future and 
try predict how your decisions will impact 
others and try to identify what systemic 
risks might evolve from your decisions. It is 
the leader’s responsibility to drive the correct 
behaviour and mindset on being ethical 
and socially conscious. In this assignment 
it confi rms what I have experienced and I 
keep thinking about it. What has changed 
for me is how I see these NPO leaders.

According to Inamdar and Roldan (2013), 
fl exibility in leadership can be promoted through 
experience-based learning. As in this study, 
students recognised the importance of fl exibility 
and that experiential learning opportunities can 
promote the manner in which leaders are exposed 
to richer opportunities that can orientate their 
thinking through typically unconventional ways 
(Mather, Karbley and Yamamoto, 2012).

Students deemed NPO leaders as being change-
ready, fl exible, adaptable and able to handle 
complex challenges. Many students concluded 
that being too much in the present and failing to 
step out of this mode of thinking in anticipation 
of future challenges could lead to the collapse of 
organisations. Th e impact of this fl exibility was 
translated into both professional and personal 
aspects of Ayesha’s life:
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What I take away from this on a personal 
and professional level, is that leading in 
this way is more important than what the 
business world wants it to be. I do not believe 
we, as society, truly understand the impact 
of the way in which we conduct business in 
society. My thoughts have evolved because 
of meeting Mr. Soap [NPO leader] and 
refl ecting brought new ways of thinking.

According to Muff   (2013), adaptability can 
be enhanced when refl ection on previous 
experiences are compared to new ones, resulting 
in leaders being more confi dent in their ability 
to lead. Critical questioning is also an important 
part of refl ecting on previous experiences to move 
students forward creatively (Deeley, 2010). Th e 
traditional ways of exposing students to learning 
need to be challenged to develop leaders that are 
able to live and work in society with consistency 
(Andresen, Boud and Cohen, 2000). Th is study 
showed that participating students understood 
the need to be able to make the comparison and 
that they benefi tted from being involved with the 
assignment.

Students found that NPO leaders constantly 
revisited their organisations’ values to ensure that 
their personal values are aligned. According to 
Patricia, these leaders were perceived as having 
less confl ict since they purposefully made eff orts 
to “check in” on their value systems. Th e students 
observed that even though these values remained 
consistent, the NPO leaders still undertook to 
do this exercise regularly and remained aware 
of the impact on their staff  and others. Patricia 
elaborated:

I have never done this check-in before. Th e 
importance of values in NGOs goes without 
saying. Th ey are concerned about the 
beliefs and motivations of employees and 
communities. Th is therefore means that they 
consistently visit their vision, their reason 
for being and the impact of what they do to 
the communities they serve for alignment 
and relevance. Th e Social Engagement 
Project exposed me to this and I wouldn’t 
have thought about it like I did. Aft erwards 
I have new ways to think about values.

Th e fi ndings of this study support Dewey (1933) 
and D. Kolb’s (1984) plea for more exposure 
to unique opportunities of learning. Th ese 
opportunities should include a stimulating 
experience and allow for refl ection that, as this 
study showed, would shape more informed 
leaders for society (Muff  et al., 2013). Th e need 
for more experiential learning opportunities is 
also called for by students to dispel the myths of 
their inability to address the challenges in society 
(Pfeff er and Fong, 2004).

Coming from a corporate background, many 
students acknowledged that NPO leaders 
considered the needs of society. NPO leaders were 
perceived to be “predicting the future”, as Sean 
said, to survive through all the challenges. A key 
factor in this student’s view was the leader’s ability 
to visualise various scenarios for themselves and 
their staff . Mogamat elaborated:

Coming from a corporate background one can 
oft en forget the needs of the society in an eff ort 
to drive profi ts. During this assignment I 
managed to analyse the key aspects that stood 
out and it was a relief to change how I see things. 
Where businesses sometimes initiate corporate 
social responsibility as a requirement, the 
members of the NGO have passion for the 
work they do. Th ey can see into the future. 
Changing my attitude will help in future.

Refl ection can oft en lead to a cathartic experience 
(Weick, 2002). Th is study showed the value that 
this engagement can off er to students beyond 
gaining technical insight (Starkey and Tempest, 
2005). Th is study’s fi ndings also concurred with 
those of Boud, Keogh and Walker’s (1985), 
showing that the deeper meanings that students 
obtain can propel them into taking action and 
consider their actions that might have long-term 
eff ects.

MANAGERIAL IMPLICATIONS 
Th e development of socially responsible leaders 
requires management education institutions to 
transform their approaches (Dyllick, 2015). Th e 
unambiguous role and legitimacy of business 
schools in society (Cornuel, 2005) have dissipated 
while the value of business school education 
and the eff ectiveness of the MBA programmes 
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in particular, have come under fi re (Bennis 
and O’Toole, 2005). For business schools, the 
inclusion of experienced-based programmes 
and opportunities for refl ection is a necessity to 
better equip graduates to show sound judgement 
and the ability to grapple with complex and real 
issues  (Dyllick, 2015). Moreover, to address 
societal challenges more eff ectively students 
must be taught how to develop critical thinking 
skills to interrogate what truly happens inside 
businesses (Podolny, 2009). Business schools 
should also teach beyond advice-giving for profi t 
maximisation (Ferlie, McGivern and De Moraes, 
2010) and experiential learning opportunities 
such as the Social Engagement Project  can 
provide ways of escaping the mimetic tendencies 
infl uenced by business school rankings (D.C. 
Wilson & Th omas, 2012). Furthermore, 
engagements with non-profi t sector leaders 
can  lead to students increasing their personal 
agency and responsibility (Ghoshal, 2005). Such 
engagements will not only have an infl uence on 
broader pedagogical approaches, but will also 
draw renewed attention to research  (Wilson and 
McKiernan, 2011).

CONCLUSION 
Responsible leadership development requires 
innovative learning pathways for students. Th e 
value of experienced-based learning through 
projects such as USB’s Social Engagement Project 
is evident as it paves the way for students to gain 
a richer understanding of the key attributes of 
responsible leadership in society. For course 
developers and coordinators, the integration 
of opportunities for students to ‘walk-the-
talk’ of leadership should be considered by 
complementing the ‘talk of leadership’ that is 
traditionally delivered through lectures. To achieve 
this integration, the broader business school 
community should refi ne their understanding of 
experiential learning in management education 
and the signifi cant impact it can have on students. 
Th e need to develop students’ capacity to engage 
in refl ective thinking can be achieved with 
credibility through assignments such as the Social 
Engagement Project. Furthermore, as faculty 
becomes more aware of the impact that their 
teaching has on students and the broader society, 
they might reconsider how they develop students’ 
capacity and ability towards refl ective thinking.

Research evaluating the impact of responsible 
leadership education on society should be 
considered. A limitation of this study is that 
its primary focus is on only one master’s level 
programme at a single university. Longitudinal 
studies tracking the impact on students who 
engaged in social projects and experienced 
transformation beyond graduation and a return 
to employment can provide further evidence for 
the eff ectiveness of experienced-based learning, 
supported by critical refl ection. As students gain a 
new realisation of their leadership role in society, 
research comparing the characteristics of private 
and social sector leaders in both the for-profi t and 
non-profi t sectors would be helpful in providing 
clarity on what constitutes responsible leadership. 
To conclude, one fact that cannot be ignored is 
that students’ understanding of leadership is 
infl uenced not only by what they hear, but also by 
what theyexperience as examples of responsible 
leadership.
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ABSTRACT 
An Employment Value Proposition (EVP) serves 
as a valuable tool to attract and retain employees, 
and as a basis to develop eff ective human resource 
(HR) and management practices aligned with the 
organisational vision and strategy. As such, an EVP 
could infl uence employees’ levels of commitment 
and willingness to serve. Challenges experienced 
by law enforcement traffi  c offi  cers employed by 
the Department of Transport in South Africa 
presented an opportunity to investigate EVP as 
a foundation for increasing the commitment and 
service intention of traffi  c offi  cers in South Africa. 
To this eff ect, a quantitative research approach was 
followed and a survey with a questionnaire was 
conducted amongst 357 traffi  c law enforcement 
offi  cers employed by the Department of 
Transport across six districts in the Eastern Cape 
Province. Th e results of the study revealed that 
an EVP has signifi cant infl uence especially on 
aff ective commitment, but also on intention to 
serve. Th e results of the study have implications 
for HR practitioners who are responsible for 
developing the EVP with cognisance of the 
voice of employees. In addition, managers must 
use eff ective management practices to realise all 
aspects of the proposition made to employees 
to steer the organisation towards excellence and 
optimal functioning.

Keywords: employee value proposition; organ-
isational commitment; intention to serve; law 
enforcement traffi  c offi  cers

INTRODUCTION 
An employee value proposition (EVP) is a vital 
feature of a successful organisation able to attract, 
retain and motivate key talent that will contribute 
eff ectively to organisational goals. Th e utilisation 
of a well-developed EVP has been linked to 
positive employee behaviours such as engagement 
(Heger, 2007), motivation (Yates & Sejen, 2011) 
and positive intentions (Roberts & Zigarmi, 
2014). Towers (2008) found that organisations 
that utilised a clearly-formulated EVP published 
better fi nancial reports, and reported more 
successful employee attraction, engagement and 
retention, therefore commitment, in comparison 
to organisations that did not utilise a clear EVP. 
Collett (2014) emphasises the importance of 
surveying the perceptions of employees of the 
currently utilised EVP, equating such a survey to 
an attraction index, which is a survey typically 
conducted amongst young professionals to 
gauge their perceptions of the attractiveness of 
employers.

Traffi  c law enforcement offi  cers are employed 
to protect and serve the community, but 
various reports cast doubt on whether these 
objectives were attained in South Africa (Cull, 

EMPLOYEE VALUE PROPOSITION: A FOUNDATION FOR 
EMPLOYEE COMMITMENT AND INTENTION TO SERVE 
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2010; Road Traffi  c Management Corporation 
Annual Report, 2014-15). Factors that impeded 
eff ective traffi  c enforcement and tarnished the 
image of the profession included a fragmented 
organisational structure, the low skills base of 
traffi  c law enforcement offi  cers and corruption. 
For example, during the 2018/19 annual period, 
17 traffi  c offi  cials in South Africa were implicated 
in the fraudulent issuing of learner’s licences 
and roadworthy certifi cates (Patrick, 2019; 
Verster & Fourie, 2018). South African road 
accident statistics, as released by the Minister 
of Transport for the 2018/19 festive season, 
highlight that poor traffi  c management and 
traffi  c control were exercised. Th ough motorists 
were in most cases cited as responsible for high 
accident statistics (Verster & Fourie, 2018), Cull 
(2010) highlights dissatisfaction and low levels 
of commitment amongst traffi  c law enforcement 
offi  cers as possible contributing factors. A study 
by Ramavhunga (2018), for example, found 
that traffi  c law enforcement offi  cers in the 
Limpopo Province experienced major challenges, 
including a lack of management skills, poor 
motivation, staff  shortages, a lack of modern 
equipment and a lack of training. In addition, a 
news release by the Road Traffi  c Management 
Corporation (2019) acknowledges that the 
training of traffi  c law enforcement offi  cers was 
inadequate. Th e challenges experienced by 
traffi  c law enforcement offi  cers could impact 
their performance, including their commitment 
and intention to serve. In response to traffi  c 
management challenges, the Department of 
Transport (Government Gazette, 15 February, 
2019) published the National Road Traffi  c Law 
Enforcement Code (NRTLEC) which contains 
national standards and targets for road traffi  c 
management and road safety law enforcement. 
Th e code acknowledges that wide disparities 
existed in the management, administration and 
operational guidelines applied by road traffi  c law 
enforcement authorities but pledges commitment 
to fair HR practices and the development of 
professionalism. Professionalism, according to 
the code, implies traffi  c law enforcement offi  cers 
being competitively recruited and compensated, 
taking pride in their work, adhering to high 
ethical practices, being well trained, and being 
managed and led in a competent manner. As such, 

the code implicitly refl ects aspects of an EVP. 
An EVP is defi ned as a unique employer brand 
statement highlighting the physical, psychosocial 
and career programmes off ered to employees in 
exchange for their commitment when providing 
a service (Coleman, 2014; Corporate Leadership 
Council, 2006; Frauenheim, 2012; Hill & Tande, 
2006; McLean-Conner, 2015).

Th ere is a paucity of research that focuses on traffi  c 
law enforcement human resources, or explores 
the link between an EVP, and commitment and 
intention to serve in a law enforcement context. 
As such, this study was perceived to make a 
valuable contribution to the fi eld of knowledge in 
this cohort of the transport sector, specifi cally in 
terms of service delivery. In addition, the results 
of the study are meaningful to other organisations 
that are concerned with employee commitment 
and service delivery.

PROBLEM INVESTIGATED 
An EVP is a valuable tool to communicate to 
prospective and current employees the unique 
employer brand, including what the organisation 
off ers in return for commitment and performance 
(Coleman, 2014; Corporate Leadership Council, 
2006; Frauenheim, 2012; Hill & Tande, 2006; 
McLean-Conner, 2015). Reports of poor 
performance, including reports of corruption and 
evidence of continuing poor traffi  c management 
and control, cast doubt on the commitment and 
intention to serve of traffi  c law enforcement 
offi  cers in South Africa. Th e introduction of the 
NRTLEC was an attempt by the Department of 
Transport, in response to these negative reports, 
to professionalise the occupation of traffi  c law 
enforcement offi  cer in South Africa (Government 
Gazette, 15 February, 2019). Th e purpose of this 
study was to explore perceptions of traffi  c law 
enforcement offi  cers in six districts in the Eastern 
Cape Province of key aspects of the EVP, and the 
infl uence of these aspects on their commitment 
and intention to serve. At the time of the study, a 
formal EVP statement applicable to traffi  c offi  cers 
was not available, and as such the study was 
exploratory in nature, investigating perceptions 
of traffi  c offi  cers in terms of the main aspects of 
an EVP, as depicted in existing literature.
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RESEARCH OBJECTIVES 
Th e primary objective of this study was to establish 
whether a link exists between the main aspects 
of the EVP, and the organisational commitment 
and intention to serve of traffi  c law enforcement 
offi  cers in the context of traffi  c law enforcement. 
Secondary objectives included extracting the 
main aspects of an EVP through a literature 
study and, based on these factors, conducting an 
empirical survey, with a questionnaire, amongst 
traffi  c law enforcement offi  cers in the Eastern 
Cape Province of South Africa. Th e empirical 
study probed the perceptions of traffi  c law 
enforcement offi  cers of aspects of the EVP, as well 
as their levels of commitment and their intention 
to serve. Lastly, inferences were made about the 
link between an EVP, commitment and intention 
to serve to highlight key implications of the 
research for managers in general.

LITERATURE REVIEW 
Th e literature focused on the three main factors 
investigated in the study: EVP, employee 
commitment and intention to serve.

EMPLOYEE VALUE PROPOSITION (EVP) 
Prospective employees are selective in terms 
of what they expect of an organisation and will 
fi nd an organisation more appealing if it off ers 
benefi ts that are valued (Bergman & Arnstrom, 
2010). Pernille (2012) points out that an eff ective 
EVP is at the heart of employment branding. An 
EVP is a compelling description of what makes 
an employer unique as an employer, and includes 
tangible and intangible benefi ts off ered to the 
employee across the HR value chain, depicting 
the employee experience from job searching to 
employment, onboarding, talent development, 
remuneration and recognition, as well as wellness 
(Nel & Werner, 2014). Th e EVP indicates what the 
employee receives in exchange for engagement, 
motivation, loyalty and performance (Corporate 
Leadership Council, 2006; Coleman, 2014; 
Frauenheim, 2012; Hill & Tande, 2006; McLean-
Conner, 2015).

With human capital increasingly overtaking 
fi nancial capital as the primary promoter of 
organisational success and profi tability, an 
eff ective EVP ensures that organisational 
commitments are communicated well to existing 

and future employees (Black, 2013; McLean-
Conner, 2015). An eff ective EVP indicates what 
value an organisation has to off er to both existing 
and future employees that would persuade them 
to join or remain with the organisation (Boyko, 
2014). Many employees would rather work for less 
money in a more intimate, relaxed environment 
where they feel more valued (Coleman, 2014). 
Employees are more likely to trust an employer 
and perform better than expected if the employer 
off ers them an EVP that refl ects their values. 
Factors, such as attitude and expectations of 
superiors, the nature of work tasks, co-operation 
amongst employees and the quality and amount 
of work-related communication, all impact 
performance. Th ese are factors that typically 
contribute to the EVP. For an EVP to be most 
eff ective, it should be well developed and 
communicated, as explained in the next section.

PROCESS FOR THE DEVELOPMENT OF AN 
EMPLOYEE VALUE PROPOSITION 
Th e process followed to develop an EVP plays a 
major role in attracting, engaging and retaining 
key talent. As a fi rst step, it is recommended that 
the current EVP is assessed by conducting research 
to discover what employees view as valuable; the 
key themes identifi ed during the research should 
then be addressed, building an acceptable EVP 
which implements the key aspects and which is 
reviewed annually (Betteley, 2015; Corporate 
Leadership Council, 2012).

Th e purpose of an EVP is to declare that the 
organisation is an amazing place to work and to 
profess that the organisation values its employees 
(Bussin, 2014). Th erefore, to develop and 
implement an eff ective EVP successfully, the EVP 
must be unique and eff ectively communicated 
to all current and prospective employees. Th e 
development of an internal employee promise (in 
other words, an EVP) that matches the external 
employer brand promise in building a “one-
company culture” is fundamental (McLean-
Connor, 2015 p. 2). Considerations during 
the development of an EVP include employer 
branding (Keohane, 2014; Knox, 2013; Nel 
& Werner, 2014), the psychological contract 
(Chen, 2011;), diversity in the workplace 
(Nienaber, Bussin & Henn, 2011; Peterson, 2012), 
employees’ needs (Alderfer, 1972), engagement 
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factors (Chen, 2011; Bussin, 2014), as well as 
attraction and retention factors (Bussin, 2014). 
Integrating these factors successfully supports 
organisational eff ectiveness (Pandita, 2011) and 
implies providing value across the employment 
experience with cognisance of the organisational 
mission, vision and values, leadership, people 
management policies and practices, performance 
management and innovation (Minchington, 
2011).

SPECIFIC COMPONENTS OF THE 
EMPLOYEE VALUE PROPOSITION 
Th ough an EVP is typically developed from factors 
that emerge during research, the uniqueness of 
the organisation should be considered (Coleman, 
2014). Th e EVP should ultimately drive 
performance and have suffi  ciently wide appeal for 
both current and prospective employees.

For the purposes of this study, key components 
of an EVP were identifi ed and synthesised into 
factors based on research done by Corporate 
Leadership Council (2012), Keller and Meanie 
(2017), and Pandita (2011). Th e factors relate to 
career growth and development opportunities, 
internal and external organisational reputation, 
supportive supervisory and team relationships, 
equitable and fair remuneration and rewards, 
meaningful work aligned with personal 
competencies, including training and adequate 
feedback, and the recognition of extraordinary 
performance.

Th e components of an EVP should be appealing 
enough to attract, engage and retain valuable 
employees (Boyko, 2014). An eff ective EVP should 
reengage disenchanted employees, prioritise 
the HR agenda, create a strong people brand, 
reduce employment costs, use business strategy 
and objectives to inform talent management and 
reward programmes, distinguish the organisation 
from its competitors and ensure that the total 
rewards strategy is aligned with the business and 
HR strategies (Bergman & Arnstrom, 2010). Th e 
EVP must be broadly communicated and appeal 
to diff erent markets and especially talent groups 
that are diffi  cult to access. It must also positively 
infl uence the commitment of employees to 
attain specifi c performance outcomes and ensure 
sustainability.

ORGANISATIONAL COMMITMENT 
Meyer and Allen (1991) produced seminal 
research on organisational commitment, a concept 
defi ned as a psychological state of mind that binds 
an employee to the organisation and impacts the 
employee’s identifi cation and involvement with 
the organisation. Th ese authors identify three 
forms of organisational commitment. Aff ective 
commitment arises from the employee observing 
alignment between personal and organisational 
goals, while normative commitment is based on 
a moral obligation to stay with the organisation 
and continuance commitment is based on a desire 
to continue receiving tangible benefi ts from the 
organisation. According to Tryfonos (2015), 
aff ective commitment refl ects a mind set or desire 
to perform a task, normative commitment refl ects 
a mindset of perceived obligation to perform a 
task and continuance (calculative) commitment 
refl ects a mindset of performing a task to prevent 
loss of benefi t.

All three components of organisational 
commitment describe a bond between employer 
and employee; however, aff ective commitment 
is regarded as the component of commitment 
desired by employers because it leads to improved 
productivity (Maqsood, Hafi n, Rehmen & Glenn, 
2012). Aff ective commitment is more related to 
an attitudinal commitment while continuance 
and normative commitment are related to a 
behavioural commitment infl uenced by attitude. 
Bailey (2013) postulates that employees with a 
high level of aff ective commitment prefer tasks 
high in signifi cance, autonomy, identity, skill 
variety and feedback, factors that are associated 
with high levels of motivation.

INTENTION TO SERVE 
Performance-related intentions such as the 
intention to serve develop from the constant 
assessments that employees make of their work 
experience. Roberts and Zigarmi (2014) identify 
fi ve types of workplace intentions which include 
intent to serve and intent to use discretion, intents 
which he incorporated into an Employee Work 
Passion Appraisal (EWPA) model. Intention 
to serve, a contemporary concept, is divided 
into three components: attitudinal intention, 
behavioural intention and serve. Attitudinal 
intention infl uences behavioural intention, and 
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both then infl uence the extent to which the 
employee provides a service (serves) (Fishbein 
& Ajzen, 1981; Lazarus & Folkman, 1984: 
Pretorius, 2006). Service delivery has become a 
common term used in South Africa, especially 
in the context of the public service, and with 
the adoption of Batho Pele (‘putting people 
fi rst’) principles (White Paper on Transforming 
Service Delivery in Local Government, 1997). 
Batho Pele principles nudge public servants to be 
service oriented, strive for excellence in service 
delivery and commit to continuous improvement 
(Pretorius, 2006). Intention to serve is therefore 
a concept relevant to traffi  c law enforcement 
offi  cers who are tasked with traffi  c control and 
traffi  c safety management.

RESEARCH METHODOLOGY 
A positivistic research paradigm was adopted 
with the assumption that objective truths about 
EVPs, commitment and intention to serve 
could be uncovered using quantitative research 
methods. To this end, a survey with a self-
administered questionnaire was utilised. Th e 
research instrument consisted of three Likert-
type scales, the EVP, Th ree Components and 
Intention to Serve Scales, which all included 
the range strongly disagree (1) to strongly agree 
(5), and was piloted among ten members of the 
targeted population. Th e EVP scale was developed 
from the work of Bussin (2014), Corporate 
Leadership Council (2012), Employer Brand 
International (2012), Keller and Meanie (2017), 
and Pandita (2011), and consisted of 29 items 
that measure Career Opportunity, Organisation 
itself, Relationships (with supervisor and team), 
Remuneration and Rewards, and Work itself. 
Organisational Commitment was measured by 
the Th ree Components Model Scale, developed 
by Meyer and Allen (1991), which consisted of 
24 items. Th e Intention to Serve scale consisted of 
ten items measuring intention to use discretion 
and intention to perform, and was extracted from 
the Employee Work Passion Appraisal (EWPA) 
Model, developed by Zigarmi, Nimon, Houston, 
Witt and Diehl (2011).

Th e population targeted consisted of 525 traffi  c 
law enforcement offi  cers employed by the Eastern 
Cape Department of Transport across six districts 
(Amothole, Chris Hani, Alfred Nzo, Joe Gqabi, 

OR Tambo, Sarah Baartman) in the Eastern Cape 
Province of South Africa and appointed on Levels 
6, 7 and 8 of the Patterson job grading system. 
At the time of the study the salary scales for 
traffi  c law enforcement offi  cers on Grade Levels 
6, 7 and 8 varied from approximately R173  000 
to R300 000 per year. In addition, they received 
a housing and danger allowance, and could work 
overtime to a limit of 28 hours per month.

Traffi  c offi  cers appointed on these levels serve 
at an operational level and are therefore directly 
involved with traffi  c law enforcement, traffi  c 
control and traffi  c safety management. Non-
probability, quota and convenience sampling 
techniques were used (Malhotra, 2010) to attract 
participants from all three levels who were readily 
available during the study period. Written and 
oral communication shared with prospective 
participants included the purpose and nature 
of the study, as well information regarding the 
voluntary nature of participation, anonymity and 
confi dentiality. A total of 376 questionnaires were 
distributed and 357 usable questionnaires were 
collected, representing a 95 per cent response 
rate. Th is high response rate can be attributed to 
the researcher having travelled to each district to 
administer the questionnaire and making hard 
copies of the questionnaire available to potential 
participants during either shift  changes or lunch 
breaks.

Data obtained from the questionnaires were 
transferred to a spreadsheet and statistically 
processed with the assistance of a statistician using 
STATISTICA version 13. Descriptive statistics 
used included means of central tendencies 
(means, standard deviations) as well as Cronbach 
alpha coeffi  cients. Inferential statistics employed 
to determine the relationship between Employee 
Value Proposition, Organisational Commitment 
and Intention to Serve included Pearson product 
moment correlation, principle component 
analysis and regression analysis. Of the 357 
respondents, 67.2 per cent were male, 82.5 per 
cent were employed on Level 6, 57 per cent were 
below the age of 40 years and 58 per cent had fi ve 
to nine years of service.

RESULTS/FINDINGS 
Table 1 presents descriptive statistics for EVP, 
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Organisational Commitment and Intention to 
Serve factors.

Th e Cronbach alpha coeffi  cient scores for both 
the EVP and Intention to Serve factors range 
between 0.75 and 0.91 which can be considered 
as good to excellent (Gravetter & Wallnau, 
2000). In contrast, the alpha coeffi  cients for 
Organisational Commitment are lower, ranging 
from 0.66 for Aff ective Commitment (acceptable) 
to 0.51 for Normative Commitment (poor but 
not unacceptable) (Gravetter & Wallnau, 2000). 
Mean scores for EVP factors slant towards 
disagree responses with the standard deviations 
ranging from 0.63 to 0.79, indicating consistency 
in the responses obtained. Mean scores for 
Organisational Commitment show a tendency 
toward neutral responses, with the standard 
deviations (0.58- 0.67) also indicating consistency 
in the responses. Intention to Serve delivered 
varying results, with the sub-factor Intention 
to Use Discretion showing a tendency towards 
a neutral response (mean 2.93) and Intention 
to Perform tending towards an agree response 
(mean 3.76).

Pearson product moment correlation analysis 

results for EVP in relation to Organisational 
Commitment and Intention to Serve are presented 
in Table 2.

For n=375, at an alpha level of 0.05, correlations 
are statistically signifi cant at .104, and statistically 
and practically signifi cant at r > = .300 (Gravetter 
& Wallnau, 2009, p. 534). Th e results indicate 
that all the correlations are positive and 
statistically signifi cant (minimum r=.205 and 
a maximum r=.723). Th e EVP variables had a 
practical signifi cant correlation with Aff ective 
Commitment as well as with Intention to Serve. 
EVP variables do not have a practical signifi cant 
correlation with Continuity Commitment and 
only Organisation itself and Work itself have a 
practical signifi cant correlation to Normative 
Commitment. Intention to Perform and Intention 
to Use Discretion obtained an r=.723. Reading 
this result in conjunction with the high Cronbach 
alpha coeffi  cients obtained for these two sub-
scales (0.85 and 0.91), it is clear that these two 
factors are in combination reliable measures of 
the construct Intention to Serve.

Principal component analysis 
Due to multi-collinearity detected in the EVP 

TABLE 1: DESCRIPTIVE STATISTICS FOR EVP, ORGANISATIONAL COMMITMENT AND INTENTION TO 
SERVE 

Factor Number of 
items

Cronbach 
alpha

Mean 
Scores

Standard 
deviations

Employee Value Proposition
Career opportunities 5 0.78 1.61 0.63
Organisation itself 6 0.79 1.87 0.73
Relationships (manager & team) 4 0.78 2.16 0.89
Remuneration/reward 7 0.75 1.84 0.64
Work itself 7 0.78 2.62 0.79
Employee Value Proposition: Total 29 0.90 2.02 0.63
Organisational Commitment
Aff ective 8 0.66 2.58 0.66
Continuance 8 0.65 3.11 0.67
Normative 8 0.51 3.04 0.58
Organisational Commitment: Total 24 0.61 2.91 0.48
Intention to Serve
Intention to Use Discretion 5 0.85 2.93 1.04
Intention to Perform 5 0.91 3.76 1.04
Intention: Total 10 0.84 3.35 0.97
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variables during the correlation analysis, principle 
component analysis was performed to determine 
whether the variables could be reduced or 
whether new regressors or variables could be 
extracted (Zikmund, 2003). Table 3 indicates 
the Eigenvalues, total percentages as well as 
cumulative percentages that emerged from this 
analysis.

TABLE 3: PRINCIPLE COMPONENT ANALYSIS OF 
EVP VARIABLES

Eigenvalue % Total 
variance

Cumulative 
%

1 3.65 72.98 72.98
2 0.47 9.47 82.45
3 0.40 8.02 90.48
4 0.26 5.25 95.73
5 0.21 4.27 100.00

Th e results show that the fi rst component 

(PC1) obtained an Eigenvalue of 3.65, which 
was distinctively higher than the rest of the 
Eigenvalues and which explained 72.98 per cent 
of the variance in the dependent variables. Th is 
factor was therefore accepted as representative of 
the EVP variables and labelled as the EVP mean.

Figure 1 presents the scatter plot that emerged 
with the regression of the EVP and Aff ective 
Commitment variables.

Table 4 indicates the regression summary for EVP 
mean and Aff ective Commitment.

Table 4 indicates that EVP mean explains 20 per 
cent of the variance in Aff ective Commitment 
and therefore has a strong positive relationship 
with Aff ective Commitment (p=0). Any change 
in the EVP will lead to a change in Aff ective 
Commitment.

TABLE 2: PEARSON PRODUCT MOMENT CORRELATION RESULTS

EVP ORGANISATIONAL 
COMMITMENT INTENTION TO SERVE

OPPOR ORG RELATE REM WORK Total AFFECT CONT NORM Total PERFORM DISC Total

EV
P

OPPOR - .716 .596 .685 .609 .828 .355 .214 .280 .376 .279 .274 .298
ORG .716 - .723 .698 .673 .891 .452 .286 .317 .469 .441 .379 .442

RELATE .596 .723 - .551 .661 .848 .365 .226 .283 .387 .398 .380 .419
REM .685 .698 .551 - .706 .837 .370 .244 .297 .403 .339 .281 .333

WORK .609 .673 .661 .706 - .861 .387 .275 .325 .438 .406 .398 .433
Total           - .452 .292 .352 .486 .442 .407 .457

O
RG

A
N

IS
AT

IO
N

A
L 

CO
M

M
IT

M
EN

T AFFECT .355 .452 .365 .370 .387 .452 - .205 .457   .410 .271 .366

CONT .214 .286 .226 .244 .275 .292 .205 - .404   .278 .266 .293

NORM .280 .317 .283 .297 .325 .352 .457 .404 -   .477 .376 .459

Total .376 .469 .387 .403 .438 .486       - .511 .400 .490

IN
TE

N
TI

O
N

 T
O

 
SE

RV
E

PERFORM .279 .441 .398 .339 .406 .442 .410 .278 .477 .511 - .723  

DISC .274 .379 .380 .281 .398 .407 .271 .266 .376 .400 .723 -  

Total .298 .442 .419 .333 .433 .457 .366 .293 .459 .490     -

TABLE 4: REGRESSION SUMMARY FOR EVP MEAN AND AFFECTIVE COMMITMENT 

R= 0.45; R²= 20; Adjusted R²= .20 

  b* Std.Error 
of b* b Std.Error 

of b t(355) p-value

Intercept     1.61 0.11 15.27 0
Employee Value 
Proposition 0.45 0.05 0.48 0.05 9.55 0
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Table 5 presents the regression summary for EVP 
mean and Normative Commitment.

Table 5 shows that EVP mean explains 12 per 
cent of the variance of Normative Commitment 
and has a signifi cant positive relationship with 
Normative Commitment.

Table 6 presents results for EVP mean and 
Continuance Commitment.

Th e results in Table 6 show that EVP mean explains 
nine per cent of the variance in Continuance 
Commitment and has a signifi cant and positive 
relationship with Continuance Commitment 
(p=0).

Figure 2 presents scatter plot results for the 
regression of EVP mean and Intent to use 
Discretion as a variable of Intent to Serve.

One sample T-test
In addition, Table 7 presents the regression 
summary for EVP mean and Intent to Use 
Discretion.

Table 7 shows that EVP mean explains 20 per cent 
of the variance in Intent to use Discretion. A strong 
positive signifi cant relationship exists between 
the EVP mean and Intent to use Discretion (p=0).

Table 8 presents the regression summary for EVP 
mean and Intent to Perform.

FIGURE 1: SCATTER PLOT OF EVP MEAN AND AFFECTIVE COMMITMENT VARIABLES

TABLE 5: REGRESSION SUMMARY FOR EVP MEAN AND NORMATIVE COMMITMENT

R= 0.35; R²= 0.12; Adjusted R²= 0.12

  b* Std.Error 
of b* b Std.Error 

of b t(355) p-value

Intercept     2.38 0.1 24.47 0
Employee Value 
Proposition 0.35 0.05 0.33 0.05 7.08 0
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TABLE 6: REGRESSION SUMMARY FOR EVP MEAN AND CONTINUANCE COMMITMENT 

R= 0.29; R²= 0.09; Adjusted R²= 0.08

  b* Std.Error 
of b* b Std.Error 

of b t(355) p-value

Intercept     2.48 0.11 21.84 0
Employee Value 
Proposition 0.29 0.05 0.31 0.05 5.76 0

TABLE 7: REGRESSION SUMMARY FOR EVP MEAN AND INTENT TO USE DISCRETION 

R= 0.44; R²= 0.20; Adjusted R²= 0.19

  b* Std.Error 
of b* b Std.Error 

of b t(355) p-value

Intercept 1.46 0.17 8.76 0.0000
EVP 0.44 0.05 0.73 0.08 9.28 0.0000

FIGURE 2: SCATTER PLOT OF EVP MEAN AND INTENTION TO USE DISCRETION VARIABLES

TABLE 8: REGRESSION SUMMARY FOR EVP MEAN AND INTENT TO PERFORM 

R= 0.41; R²= 0.17; Adjusted R²= 0.16

  b* Std.Error 
of b* b Std.Error 

of b t(355) p-value

Intercept 2.40 0.17 14.11 0.0000
EVP 0.41 0.05 0.68 0.08 8.40 0.0000
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Th e results from Table 8 indicate that EVP mean 
explains 17 per cent of the variance of Intent 
to Perform, and that a signifi cant and positive 
relationship exists between EVP mean and Intent 
to Perform (p=0).

DISCUSSION 
Th e study provides valuable insights into the 
link between EVP, Organisational Commitment 
and Intention to Serve, specifi cally in the context 
of traffi  c law enforcement offi  cers who have 
operational responsibilities regarding road safety 
management and traffi  c control.

Various reports (Cull, 2010; Ramavhunga, 2018; 
Road Traffi  c Management Corporation, 2019) 
reveals that traffi  c law enforcement offi  cers were 
experiencing challenges that could be linked 
to the EVP. Th ese challenges included a lack of 
adequate training and management skills, a lack of 
equipment and resources, as well as inconsistently 
formulated and applied standard operational 
procedures. Cull (2010) and Ramavhunga (2018) 
indicate that these challenges had an impact on 
employee behaviour such as low performance, 
unethical practices and the abuse of overtime (to 
supplement income).

Th e empirical results (means and standard 
deviations) obtained in the empirical study 
supported the above fi ndings. Low means 
scores were obtained for all the elements of the 
EVP. Th e highest means scores were obtained 
for Work itself (2.62) and Relationships (2.16) 
while even lower scores were obtained for Career 
Opportunities, Remuneration and Rewards, 
and the Organisation itself. Th e low standard 
deviations for EVP factors, ranging from 0.63 to 
0.89, clearly indicates that the respondents had 
similar perceptions of the value (or rather lack of 
value) that they derived from their employment 
experience.

Bergman and Arnstrom (2010) emphasise 
that employees will fi nd an organisation more 
appealing if the organisation off ers benefi ts that 
the employees value. Knox (2013) agrees that 
employees who are satisfi ed with the social and 
economic elements of their jobs will be more 
committed and productive. Th e results therefore 
have implications for the psychological contract 

between employer and employees as well as for 
employee engagement.

Considering the results obtained for EVP, it 
was not surprising that the mean scores for 
Organisational Commitment leaned toward 
neutral responses. It is especially notable that 
Aff ective Commitment obtained the lowest 
mean score (2.58) in comparison to Continuance 
(3.11) and Normative Commitment (3.04). A 
conclusion can be drawn that the respondents did 
not associate strongly with the goals and values 
of the organisation (aff ective commitment) and 
that they were more focused on the benefi ts they 
could accrue (continuance commitment) or, 
alternatively, the obligation they felt to commit 
to the organisation (normative commitment). 
As with EVP, the standard deviations for 
Organisational Commitment were also relatively 
narrowly distributed, an indication that the 
commitment experienced by the traffi  c offi  cers 
was similar, irrespective of the region they hailed 
from.

Th e results for Intention to Serve indicated 
neutral responses for Intent to Use Discretion 
(2.93) while the sub-factor Intention to Perform 
delivered the highest mean score (3.76) of all the 
variables measured in the study. Th is result could 
signal that the respondents had a desire to perform 
but that they felt despondent due to their unmet 
needs (Alderfer, 1972) based on the EVP and 
therefore would not commit their hearts to the 
organisation (Bussin, 2014). Alderfer indicates in 
his ERG motivational theory that employees could 
become frustrated as a result of unmet needs and 
spiral downwards in a regression cycle, focusing 
on satisfying existence (basic) needs rather than 
their relatedness or growth needs. Th is may have 
been the case with the sample group in this study, 
which could also explain the lower mean score 
obtained for Intention to Use Discretion, which 
could signal limited opportunities for learning 
and empowerment.

Th e multi-collinearity detected in the correlation 
analysis of the EVP variables shows that these 
variables should not be viewed in isolation but 
as a coherent whole. Th is fi nding is supported 
by McLean-Connor (2015) who calls for the 
development of an internal employee promise 
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(in other words, an EVP) in alignment with the 
employer brand promise as a fundamental tool in 
building a “one-company culture”. Th e principle 
component analysis of the EVP variables also 
delivered one main component (EVP Mean) 
explaining 72.98 per cent of the variance amongst 
the items, which provided further evidence for 
the EVP being a holistic concept rather than 
consisting of fragmented sub-components. 
Th e correlation analysis showed that EVP 
signifi cantly correlated Aff ective Commitment, 
and Intention to Serve. Th is means that an EVP 
stands to infl uence the emotional connection that 
employees have with their organisation because 
of their association with the organisational goals. 
It is therefore no wonder that Bussin (2014) states 
that whatever image is projected by the EVP, it 
must engage the hearts and minds of the target 
group (Bussin, 2014). As such, an EVP that is 
considered positively by employees stands to 
deliver maximum returns to the organisation.

Th e regression analysis results indicated that EVP 
explained 20 per cent of the variance in Aff ective 
Commitment, 12 per cent of the variance in 
Normative Commitment and 9 per cent of 
the variance in Continuance Commitment. In 
this study, of the three types of commitment, 
Aff ective Commitment obtained the lowest 
results which reinforces the conclusion that this 
form of commitment was greatly infl uenced 
by the negative perceptions the respondents 
had of the EVP. Th ese results reinforce Bussin’s 
(2014) view that an EVP should capture the 
aff ection or passion of employees for maximum 
eff ect. In the context of traffi  c law enforcement 
offi  cers, maximum eff ect would imply attitudinal, 
behavioural and performance consequences 
(Fishbein & Ajzen, 1981; Lazarus & Folkman, 
1984; Pretorius, 2006), aspects associated with 
Intention to Serve. However, the results revealed 
that the respondents had a greater intention 
to perform that an intention to use discretion. 
Th ese fi ndings could refl ect inadequate levels of 
training and professionalisation, which created 
the impression amongst the respondents that, 
rather than their taking agency, they should follow 
orders. As a result, intention to serve suff ered.

One could therefore conclude by stating that 
traffi  c offi  cers across six districts in the Eastern 

Cape Province of South Africa experienced unmet 
needs in terms of the EVP, showed continuance 
and normative rather than aff ective commitment, 
and had the intention to perform rather than the 
intention to use discretion.

MANAGERIAL IMPLICATIONS 
Both the theoretical and empirical fi ndings 
demonstrated the power of the EVP as a strategic 
HR tool to infl uence employee behaviour, and, 
specifi cally, organisational commitment and 
intention to serve. HR managers and general 
managers are therefore compelled to give 
attention to the development, implementation 
and communication of an EVP. An EVP indicates 
the true value that employees can derive from the 
organisation in exchange for their engagement, 
dedication and loyalty (Boyko, 2014; Coleman, 
2014) and should therefore be communicate to 
prospective and current employees.

HR, managers and employees are important 
stakeholders in the development of an EVP. 
Actions for developing an EVP include assessing 
the current organisational culture, the total 
reward system and the total employee experience 
to determine what aspects are aligned with the 
organisational mission, values and strategy, as 
well as with employee needs. Tangible as well as 
intangible benefi ts need to be derived from this 
analysis.

Th e next step in the development of an EVP is 
giving employees ‘voice’ in the process through 
exit interviews, engagement surveys, analysing 
recruitment and retention metrics, as well as 
conducting interviews or focus groups with 
existing employees, to elicit their perceptions of 
the current EVP. In this respect, this study gave 
‘voice’ to traffi  c law enforcement offi  cers across 
the Eastern Cape and it is recommended that 
the Department of Transport as well as the Road 
Management Traffi  c Board use the results to 
inform the EVP off ered to traffi  c offi  cers in South 
Africa.

Career development and growth is an important 
aspect of the EVP. Th e Road Traffi  c Management 
Corporation (2019) acknowledged that traffi  c 
law enforcement offi  cers were inadequate trained 
and subsequently initiated the development 
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of a formal university diploma at NQF 6 level. 
However, this intervention has had limited 
impact as it was not rolled out to the majority of 
traffi  c law enforcement offi  cers. In addition, the 
Department of Transport (Government Gazette, 
15 February 2019) published the National Road 
Traffi  c Law Enforcement Code (NRTLEC) which 
implicitly contains aspects of an EVP. Th is code 
should be revisited and used to inform the 
development of an explicit EVP that can be used 
to attract suitable talent.

An EVP should appeal to all employees and 
as such, the continuous upskilling of existing 
traffi  c offi  cers must be built into the EVP to 
assist them with career growth. Aspects such 
as traffi  c legislation, ethics, communication, 
management skills and confl ict resolution should 
be incorporated into the career development 
of all traffi  c law enforcement offi  cers, either 
through formal training or through coaching or 
mentoring. It is therefore suggested that more 
attention is given to the training of traffi  c law 
enforcement offi  cers and that the various traffi  c 
enforcement entities develop a learning culture 
to stimulate refl ective practice and continuous 
improvement.

An EVP is a formal statement that outlines all the 
tangible and intangible benefi ts that employees 
can obtain during the employment experience. 
Bussin (2014) suggests fi ve important pillars of 
an EVP: remuneration, performance feedback, 
career development, the work environment and 
inspirational leadership. It is recommended that 
the Department of Transport as well as employers 
in general use this framework for developing an 
EVP. However, each employer should emphasise 
the unique employment experience that would 
entice talented prospective and current employees 
to join and remain in the organisation. Qualitative 
studies, using interviews and focus groups, may 
be needed to further uncover what these unique 
experiences are.

Th e results of the study have further implications 
for managers as they should align their 
management practices with the EVP. Th e 
study revealed that managers contribute to the 
total employment experience by developing 
professional relationships with employees and 

teams, providing meaningful work and career 
growth opportunities, utilising employee 
competencies and recognising extraordinary 
performance, while practising fairness and 
equity. Th erefore, the EVP has implications for 
professional management practice. Not meeting 
the high standards of the EVP will result in 
unmet expectations, which could be viewed as a 
breach of the psychological contract, resulting in 
disengagement and employee turnover.

An EVP is never truly completed and constantly 
needs to be tested and reviewed (Corporate 
Leadership Council, 2012). As such, the 
development of a one-company culture (McLean-
Connor, 2015) and employer brand (Knox, 2013; 
Keohance, 2014) is deemed imperative. Th e 
results obtained in the study emphasise that an 
integrated approach to the development of an 
EVP is required.

CONCLUSION 
Th e main aim of this study was to determine the 
relationship between an EVP, and organisational 
commitment and intention to serve, specifi cally 
in the context of traffi  c law enforcement offi  cers 
with responsibility for traffi  c enforcement, 
management and control. Th e results of the study 
could support the Department of Transport’s 
aiming to professionalise the occupation of traffi  c 
law enforcement offi  cer. However, the results of 
this study have implications for all organisations 
that are concerned with attracting and retaining 
key talent. Organisations that are keenly focused 
on their mission, values and strategies should align 
their EVP to these pointers and ensure that their 
HR and management practices are continuously 
improved and validated to achieve optimal 
results. Finally, because employees’ circumstances 
and needs diff er, an EVP should be developed 
in cognisance of employee diversity while still 
refl ecting the overall employer brand (Knox, 
2013; Minchington, 2011). To ensure excellence, 
the EVP, Employer Brand and Employer Brand 
Strategy should be aligned (Minchington, 2011).
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ABSTRACT 
Stress is part of modern-day life, and the 
workplace is no exception. While some degree 
of stress is benefi cial, providing energy for peak 
performance, excessive stress – either in duration 
or intensity – has many adverse eff ects on the 
employee, and comes at a heft y cost to employers. 
With the Fourth Industrial Revolution and the rise 
in always-on technology, excessive stress in the 
workplace is increasing as employees try to keep 
up with growing job demands and longer working 
hours. Further fuelling the problem is growing 
job insecurity due to increased automation and 
retrenchments. In a developing-country setting 
such as South Africa, added social and economic 
challenges exacerbate the problem. Here, a high 
unemployment rate, alarming crime rate, the 
relentless Aids pandemic and the persistent eff ects 
of the country’s divided past mean that employees 
come to work already stressed.

Many employers downplay the issue and fail to 
fully grasp its extent and eff ect. Th ose who do 
acknowledge it oft en solely rely on the law to 
deal with stress-related claims and incidents 
as they arise. Yet this paper shows that, while 
jurisdictions globally, including South Africa, 
have come a long way towards developing the 
law in this respect, reliance on the law alone is 
not enough. A multipronged approach is needed, 
with employers and their workforce also required 
to own up to the problem and institute their own 
measures to curb excessive workplace stress.

Aft er introducing the concept of excessive 
workplace stress, its causes and eff ects, this 
contribution provides an overview of legislative 

and other measures against excessive stress in 
jurisdictions abroad, followed by a comparative 
South African perspective. Potential workplace 
measures are then proposed for both employers 
and employees to consider.

Keywords: employees, excessive stress, labour 
law, workplace well-being

“[I]f you burn a candle with a high fl ame, or at 
both ends, it will be brighter but it will also burn 
down more quickly.” (Levi, 1984:2)1 “

INTRODUCTION AND BACKGROUND 
In the modern world, no-one is a stranger to stress. 
Th e concept has become part of our vocabulary, 
and the experience an integral component of 
our daily existence (Rosch, n.d.; Ünal, 2013:30). 
Stress in the workplace has become the norm 
instead of the exception. Indeed, a degree of stress 
is unavoidable in nearly all activities; in fact, it 
is required as a source of creative energy. In its 
severe and excessive forms, however, workplace 
stress causes physical and mental illness and has 
detrimental social eff ects (Levi et al., 2000:vi). 
Unfortunately, excessive work stress is on the 
rise: A 2019 CIPD UK Working Lives Survey 
has found that excessive stress is prevalent in 
most professions, and that employees’ work–life 
balance is spiralling out of control. Managers 
have been urged to make a “seismic cultural 
shift ” to better manage stress and burnout, either 
by permitting fl exible working practices or 
preventing employees from utilising their annual 
1 Lennart Levi is the founder and director of the Karolinska 
Institute’s Division of Stress Research in Sweden, which was later 
designated as the fi rst WHO centre in the fi eld of stress research. 
A leading authority on stress, he serves as an advisor to the WHO, 
the ILO and the European Commission.  
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leave or time at home to complete outstanding 
work (Baska, 2019).

Aff ecting people of all races, cultures, income 
brackets and occupations (Du Plessis, 2009:1476), 
and commanding the attention of authors and 
organisations globally (Béjean & Sultan-Taïeb, 
2005:16; Landman & Ndou, 2015:2461), the cost 
and eff ects of workplace stress in both human 
suff ering and monetary terms are far-reaching 
(Linde, 2015:5). According to data extracted 
from the Health and Safety Executive’s2 labour 
force survey, 1,4 million employees suff ered from 
a work-related illness (both new and existing 
cases) in 2017/18 (Health and Safety Executive, 
n.d.(a): 2). Of these, 595  000 cases pertained to 
work-related stress, anxiety or depression, which 
comes to a prevalence rate of 1 800 per 100 000 
employees (Health and Safety Executive, 2018:). 
Research by the American Institute of Stress 
confi rms that excessive workplace stress is by far 
“the leading source of stress for adults and it has 
increased signifi cantly in recent years” (American 
Institute of Stress, n.d.(a)). According to the 
American Psychological Association (APA), 65% 
of employees in the United States cite work as a 
serious source of stress, and more than a third have 
reported experiencing chronic work stress (APA, 
n.d.). Depression and anxiety disorders, common 
manifestations of excessive workplace stress, 
are said to lead to an estimated loss in earnings 
of US$3,6 billion (Lund et al., 2013:845,849). A 
recent study led by the World Health Organisation 
(WHO), in turn, indicates that depression and 
anxiety disorders cost the international economy 
US$1 trillion every year in lost productivity 
(WHO, n.d.). Unsurprisingly, mental stress claims 
also constitute one of the largest challenges facing 
the workers’ compensation system in the United 
States (Landess, 1987:17).

South Africans too are well acquainted with 
the concept of stress, particularly at work. A 
Bloomberg study revealed that South Africa was 
the second-most stressed country in the world 
(Chivere, 2016). In 2016, it was reported that 
workplace stress and depression, anxiety disorders 
and burnout cost the South African economy 
approximately R40,6 billion per year, which 

2 A government agency responsible for the regulation and 
enforcement of workplace health, safety and welfare.

equalled 2,2% of the country’s gross domestic 
product (GDP) (IOL News, 2016). Another study 
estimates the cost of depression alone to be as high 
as “more than R232 billion or 5.7 per cent of the 
country’s GDP due to lost productivity – either 
due to absence from work or attending work 
while unwell” (Fin24, 2017). Statistics SA has 
estimated that absenteeism, which oft en results 
from excessive workplace stress, costs the South 
African economy approximately R12 to R16 
billion annually (Stats SA, 2012; Occupational 
Care South Africa, n.d.; SABC, 2013).

Unfortunately, many employers and employees 
still lack a proper understanding of the notion 
of excessive workplace stress (Fink, 2016:4; 
Du Plessis, 2009:1476; Beehr, 2014: preface). 
Th ey fail to grasp what Du Plessis (2009:1493) 
succinctly described as follows: “[A]s we move 
from industrial economies to service economies, 
broken arms and legs will increasingly be replaced 
by injuries to the psyche.” Th e situation is not 
expected to improve for generations to come: 
Th e millennial generation, for instance, might 
be at even greater risk of excessive work-related 
stress, considering the added future challenges 
they face in the form of increasing automation 
associated with the Fourth Industrial Revolution 
and, thus, job uncertainty (SABPP, 2017). Other 
factors exacerbating workplace stress and human 
suff ering in South Africa include high crime 
rates, the Aids pandemic and increasing business 
closures.

Without proper intervention, stress in the 
workplace could see a signifi cant decline in the 
health of labour forces, employee well-being 
and productivity globally. Excessive stress in 
the workplace is already acknowledged as a 
health, safety and welfare issue (Mackay et al., 
2004:92) with detrimental eff ects not only on the 
individual’s physical and psychological health, 
but also more broadly on the well-being and 
eff ectiveness of the employing organisation, the 
employee’s family and society at large (Dollard 
et al., 2003:4-5; Béjean & Sultan-Taïeb, 2005:16; 
Leka et al., 2004; Dollard & Bailey, 2014:1). And 
this is not limited to developed nations either. 
A study conducted by Kortum and colleagues 
concluded that the health impact of excessive 
workplace stress and psychosocial hazards or risks 
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is substantial in developing countries, including 
South Africa, and should in fact be considered a 
threat to public health (Kortum et al., 2010:233).

PROBLEM INVESTIGATED 
More and more experts in the area of stress 
management and prevention seem to suggest 
that excessive stress can be eff ectively controlled 
only when pertinently addressed by relevant 
higher levels of authority as well as the 
organisation and individuals themselves (Du 
Plessis, 2009:1478,1492-1494). Th e question 
examined in this paper, therefore, is whether 
the law is suffi  cient to protect employees against 
excessive workplace stress, or whether it is time 
for employers and their workforces to implement 
their own measures in a bid to curb this problem. 
And as will be argued here, there indeed seems to 
be a growing need for “soft ” workplace measures 
if we are to win the battle against excessive stress 
in our workplaces.

Numerous foreign jurisdictions have heeded the 
call for legislative intervention in employment 
law (Grogan, 2017:3), addressing the problem of 
excessive workplace stress with laws and other 
statutory tools (Yamauchi et al., 2018:370). In most 
countries, including South Africa, employers and 
organisations have a legal duty to take reasonable 
care of their employees, safeguarding their health 
and safety (see, for instance, Van Deventer v 
Workman’s Compensation Commissioner 1962 4 
SA 28 (T):31B-C). Th is includes the duty to protect 
employees from the harmful consequences of 
excessive stress at work. But even though this 
duty is duly entrenched in South African labour 
law, sole reliance on the law to regulate a human 
behavioural issue such as stress management 
is insuffi  cient. As stated above, it needs to be 
addressed by individuals and organisations 
themselves as well. Unfortunately, however, many 
public and private companies in South Africa 
remain ignorant or ill-informed about the negative 
eff ects of excessive stress on their employees 
(Van Zyl, 2002:27), their human capital and their 
enterprises at large. Consequently, empowering 
employees with the skills and competencies 
to manage excessive stress is not regarded as a 
priority (Van Zyl, 2002:27). Particularly in less 
developed countries, corporations lag behind in 
research and ameliorative action (Kortum et al., 

2010:226) to tackle this problem head-on.

At present, South Africans have to pin their hopes 
on small signs of progress. Th ese include the recent 
acknowledgement of bullying as a precursor 
to excessive stress in the workplace (Mitchley, 
2019) when the minister of public service and 
administration ordered an investigation into 
allegations that junior staff  in the public service 
were being mistreated, with a negative eff ect on 
morale, relations and workplace productivity. 
While this development might spark some 
much-needed interest in this pervasive problem, 
this paper aims to advance the debate by taking 
stock of protective measures, both legislative and 
otherwise, that are already in place and, more 
importantly, those that are urgently needed.

RESEARCH OBJECTIVES AND 
METHODOLOGY 
Th is paper is based on desktop research and 
comprises an evaluative and comparative 
component.

Th e following sections fi rstly set out the results 
of a literature review on the meaning and extent 
of excessive stress in the workplace. By means 
of a qualitative descriptive analysis, the causes 
of excessive stress, its contributors, its adverse 
eff ects and costs are examined.

Th e focus then shift s to the fi ndings of a 
comparative literature search on legislative 
and high-level measures for the protection of 
employees from excessive stress at work, both in 
South Africa and in foreign jurisdictions.

Finally, the implications for managers in terms of 
introducing “soft ” corporate options to manage 
workplace stress are outlined.

DEFINING EXCESSIVE STRESS IN 
THE WORKPLACE: ITS CAUSES, 
CONTRIBUTORS, EFFECTS AND COST 
What is stress, and when does it become 
excessive? 
Stress is ubiquitous. Th e condition has various 
causes and manifests in many forms and degrees 
(Levi et al., 2000:iv; De Carteret, 1994:497; Acas, 
2014). An existential phenomenon that can 
hardly be separated from conscious life (Health 
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and Safety Executive, 2005), stress is also an 
inextricable element of all work (Acas, 2014) and 
is present in every workplace activity (WHO, 
n.d.).

While stress is mostly framed in a negative sense 
(Luthans, 2010:278; Ünal, 2013:30) and viewed 
as something to fend off , it is not inherently bad 
(Quick & Nelson, 2011:206) and oft en serves 
as a source of inspiration and creative energy. 
Th is form of benefi cial stress is referred to as 
“eustress” (from the Greek eu, meaning “well” or 
“good”) (Halter & Varcarolis, 2017:159; Luthans, 
2010:278; Grady & Neunlist, 2005:20). Th is is 
the stress that people need to function properly 
at both a physical and emotional level (Grady & 
Neunlist, 2005:20). In the workplace, eustress is 
experienced upon promotion or praise (Luthans, 
2010:278), motivating the employee to perform 
an unpleasant task, or producing the adrenalin 
required to negotiate a deal, complete a project 
or meet a deadline (Grady & Neunlist, 2005:20; 
Levi, 1984:6).

Distress (from the Latin dis, meaning “bad”) 
(Selye, 1978:75) is the antithesis of eustress 
(Hamilton, 2010:2) and refers to stress that 
becomes excessive in intensity and duration 
(Grady & Neunlist, 2005:24). In many instances, 

it produces extreme discomfort (Quick & Nelson, 
2011:206-207; Luthans, 2010:278; Grady & 
Neunlist, 2005:21), including anxiety, irritability, 
moodiness (Grady & Neunlist, 2005:20; Health 
and Safety Executive, n.d.(b)) and an impaired 
ability to perform (Grady & Neunlist, 2005:24). 
Excessive stress can eventually also result in 
physical and mental illness (Grady & Neunlist, 
2005:24), negatively aff ecting co-workers, the 
business as a whole and society at large. It may 
be triggered where employees experience work 
demands as overwhelming and unmanageable 
(WHO, n.d.), beyond their knowledge and 
abilities, and exceeding their perceived ability to 
cope (Fink, 2016:3; Kushwaha, 2014:470; Grady 
& Neunlist, 2005:21; WHO, 2007:1).

Yet the process of defi ning excessive stress in the 
workplace has been contentious. Th e term is said 
to have as many connotations and interpretations 
as there are people who use it (Quick & Nelson, 
2011:206; Beehr, 2014:1), to the extent that “even 
the stress experts do not agree on its defi nition” 
(Quick & Nelson, 2011:206). Nevertheless, there 
seems to be at least a broad common understanding 
of the phenomenon (Kortum et al., 2010:226), as 
refl ected in the defi nitions of the WHO and the 
United Kingdom’s Health and Safety Executive. 
Th e WHO defi nes excessive stress in the workplace 

FIGURE 1: THE THREE-PHASE REACTION TO STRESS (SOURCE: SELYE, 1978:111-112)
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as a pattern of physiological, cognitive, emotional 
and behavioural responses to some exceedingly 
taxing aspects of the work content, work 
organisation and work environment (Houtman et 
al., 2007:13). Manifestations include anxiety and 
depression, loss of interest in work, insomnia or 
the experience of daily fatigue (Chivere, 2016). 
Th e Health and Safety Executive, in turn, defi nes 
it as “the adverse reaction people have to excessive 
pressures or other types of demand placed on 
them at work” (Health and Safety Executive, 
n.d.(c)). Both these defi nitions emphasise that 
work pressures need to be disproportionate for 
the resulting stress to qualify as excessive.

Our reaction to stress 
People’s response to stress is physiologically 
predictable (Grady & Neunlist, 2005:21), 
involving a complicated interaction of hormonal 
and nervous reactions to internal and external 
stimuli (Piotrowski & Hollar, 2017:4). More 
specifi cally, an individual under stress experiences 
a three-phase reaction, as illustrated in fi gure 1 
below (Selye, 1978:111-112).

Th e stressor (cause of stress) fi rstly triggers an 
alarm reaction, which activates the individual’s 
coping resources. Th is is followed by a resistance 
phase, when the individual typically adapts to 
and copes with the stressful circumstances. If 
excessive stress continues, eventually depleting 
the individual’s coping resources, we enter 
the exhaustion phase (Bridger, 2009:2). Th is 
understanding of the stress response cycle reveals 
two key factors: Firstly, the objective should not 
be for employers to help employees avoid stress 
altogether. Aft er all, a degree of stress is necessary 
to drive performance, and all individuals have 
access to a certain measure of coping resources. 
Instead, the employer should empower the 
employee to eff ectively deal with stress before 
entering the third phase, whether through 
effi  cient management, modifi cation techniques 
or environmental altering (Cummings et al., 
1991:92). Our bodies’ response to stress remains 
the same, whether we’re being attacked by a sabre-
toothed tiger or being reprimanded or criticised 
for poor performance at work (Luthans, 2010:278; 
Grady & Neunlist, 2005:21). While this does not 
mean that employees should be shrouded from 
normal managerial action, it does render the 

manager’s approach crucially important. Th is, 
then, leads us to the second fi nding, namely that 
legislative measures alone clearly are not the 
answer. A multipronged approach is required, 
comprising legislative tools, but particularly also 
“soft ” managerial measures to protect employees 
from excessive stress in the workplace.

Also important to note is that individuals move 
between the three phases at diff erent rates and 
under diff erent stress conditions (Grady & 
Neunlist, 2005:24). According to Johnson and 
colleagues (2005:179), “diff erent occupations 
will have diff erent basic stressors; for example, 
the threat of violence, lack of control over work 
decisions or long working hours” (also see Van 
der Colff  & Rothmann, 2009; Bowen et al., 2013; 
Barkhuizen & Rothman, 2008). In addition, 
employees vary in terms of their vulnerabilities 
and coping mechanisms (Fink, 2016:3; Levi, 
1984:5; Oosthuizen & Van Lil, 2008:65). Th e same 
situation (stressor) can have a vastly diff erent 
stress-producing eff ect on diff erent employees, 
and even on the same employee at diff erent times 
(Levi, 1984:5-6).

Stress perspectives 
Stress may be viewed from a medical, sociological 
or health and safety perspective.

In terms of the medical model, Piotrowski 
and Hollar (2017:4) suggest that stress is a 
psychophysiological reaction to real or perceived 
pressures in the environment, including danger. 
Prolonged stress, these authors say, plays a part in 
hormonal imbalances, impaired immune system 
functioning and increased susceptibility to illness 
and death.3 Arguably, therefore, prolonged stress 
in the workplace could have a medically adverse 
eff ect on an employee’s ability to function at 
work, which would inevitably have repercussions 
– whether directly or indirectly – for both the 
employer and employee.

Th e sociological perspective considers stress as an 
adaptive reaction to an external situation, which 
leads to certain deviations (Luthans, 2010:279). 
In the workplace, these deviations may have 
harmful psychological, physical, behavioural and 
3 See their book Stress for further reading on the body’s fi ght-
or-fl ight response, the chemistry of stress, and the physiological 
responses to stress. 
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organisational eff ects (Quick & Nelson, 2011:206-
207).

Finally, the health and safety perspective 
regards workplace stress as the harmful physical 
and emotional reactions that arise when the 
employee’s capabilities, resources or needs do 
not match the requirements of the job (Sauter et 
al., 1999). Th ese could result in poor health and, 
even worse, injury (Sauter et al., 1999), implying 
that workplace stress could be detrimental to 
occupational health and safety. Th is then triggers 
a legal obligation imposed on the employer by 
both statute (in South Africa, the Occupational 
Health and Safety Act 85 of 1993) (Du Plessis 
& Fouche, 2015) and common law to provide a 
workplace that is reasonably safe to employees.

Contributors to stress and excessive stress 
Generally speaking, the degree of stress that 
an individual experiences at work is due to the 
interplay of a few variables, such as the type of 
work (occupation), the presence of workplace 
stressors, the amount of support the employee 
receives at work and at home, and the coping 
mechanisms the employee uses to control and 
handle stress (Johnson et al., 2005:179).

Primary and direct causes of excessive workplace 
stress include extreme workloads and unrealistic 
demands, negative feedback from reporting 
heads (Olivier & Venter, 2003:186), low salaries, 
few opportunities for growth or advancement, 
work that is not engaging or challenging, a 
lack of social support, a lack of control over 
job-related decisions, confl icting demands or 
unclear performance expectations (APA, 2018). 
According to Van Zyl (2002:26), for fear of not 
attaining individual or business objectives, South 
African employees oft en overload themselves and 
work up to 90 hours per week on an ongoing basis, 
while in the United Kingdom, 22% of employees 
are constantly under pressure and make 
important business decisions whilst exhausted 
(Baska, 2019). Another direct contributor is the 
phenomenon of “compassion fatigue” (Olivier 
& Venter, 2003:187), particularly in care-giving 
occupations. Th is type of burnout tends to cause 
a “subtle but progressive erosion of behaviour, 
attitude, health and spirit that eventually inhibits 
an individual’s ability to function eff ectively at 

work” (Cordes & Dougherty, 1993:622). Add to 
that frequent threats or bullying by co-workers or 
supervisors (Levi et al., 2000:iv), affi  rmative action 
and empowerment deals (Oosthuizen & Van Lil, 
2008:68), and it is easy to grasp why excessive 
workplace stress is taking an increasing toll on 
not only individual employees, but companies 
and national economies as well.

In a similar vein, Cox and colleagues identify ten 
types of workplace-related psychosocial hazards 
or risks associated with excessive stress (Cox et 
al., 2000:68; ILO, 2016:3), which are divided into 
“content of work” and “context of work” (also see 
Kortum et al., 2010:229). Content of work includes 
the work environment and work equipment,4 
task design,5 workload or workplace6 and work 
schedule (Cox et al., 2000:68).7 Context of work 
includes organisational culture and function,8 
role in the organisation,9 career development,10 
decision freedom or restriction,11 interpersonal 
relationships at work12 and home–work interface 
(Cox et al., 2000:68).13

Being mostly work and workplace-related, these 
primary contributors are internal, and thus fall 
within the scope of the employer. And since 
employers have control over these factors, they 
could be held vicariously liable should they be 
aware of a problem, though fail or refuse to act. 
For instance, it is argued that employers and trade 
unions can, and indeed should, manage factors 
such as changes in organisational structure and 
large-scale restructuring (Oosthuizen & Van Lil, 

4 Problems relating to the reliability, availability, suitability, and 
repair or maintenance of equipment and facilities. 
5 Lack of variety in, or short, work cycles, fragmented or 
meaningless work, underuse of skills and high uncertainty. 
6 Work overload or underload, lack of control over work pace and 
high levels of time pressure. 
7 Shift  work, infl exible work schedules, unpredictable hours, and 
long or unsocial hours. 
8 Poor communication, low levels of support for problem solving 
and personal development, and lack of defi nition of organisational 
objectives. 
9 Role ambiguity and confl ict, and responsibility for people. 
10 Career stagnation and uncertainty, underpromotion or 
overpromotion, poor pay, job insecurity, and low social value of 
work. 
11 Low participation in decision-making, and lack of control over 
work. Control, particularly in the form of participation, is also a 
contextual and wider organisational issue. 
12 Social or physical isolation, poor relationships with superiors, 
interpersonal confl ict, and a lack of social support. 
13 Confl icting demands of work and home, inadequate support at 
home, and dual careers .
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2008:68), fear of retrenchment and lower income 
(Van Zyl, 2002:26), unsatisfactory, unpleasant 
or hazardous working conditions (WHO, n.d.; 
Levi et al., 2000:iv), the surge in new methods 
of arranging work (Béjean & Sultan-Taïeb, 
2005:16), poor work organisation and design 
(WHO, n.d.), lack of control over work decisions 
(Johnson et al., 2005:180), increased workplace 
demands, fear of not attaining individual and 
organisational objectives (Van Zyl, 2002:26), and 
a lack of support from colleagues and supervisors 
(WHO, n.d.). Again, merely relying on the law, 
or simply ignoring the problem, will not suffi  ce. 
Employers, managers and other stakeholders in 
the employment space need to do their bit as part 
of a multipronged approach.

Of course, secondary, external pressures also 
spill over into the workplace and can have an 
exacerbating eff ect (Quick & Nelson, 2011:209). 

Th ese include political and economic uncertainty 
(Oosthuizen & Van Lil, 2008:68; Kortum et al., 
2010:229), rising unemployment (Kortum et al., 
2010:229), continually changing economies and 
the need to remain globally competitive ( 
Luthans, 2010:278; Kortum et al., 2010:229), the 
emergence of new, 24/7 technology resulting in 
extended working hours (Luthans, 2010:278; 
Johnson et al., 2005:180), the risk of violence 
(Johnson et al., 2005:179-180), the prevalence 
of HIV/Aids (Kortum et al., 2010:229) and 
vulnerability to prejudice because of age, race, 
gender or religion (Levi et al., 2000:iv; Kortum et 
al., 2010:229). Being more society-related, these 
factors fall in the public domain and are not 
necessarily the employer’s responsibility.

Eff ects of excessive workplace stress 
Considering the dynamic, reciprocal relationship 
between employees and the work environment 
(ILO, 2016), it stands to reason that any shift  in 
that relationship will have an adverse eff ect on 
both.

Adverse eff ects on the employee 
Th e ill eff ects of excessive workplace stress on the 
employee can be either physical or psychological 
(Bridger, 2009:7-8).

In terms of physical eff ects, medical experts and 
social workers agree that excessive stress in the 

workplace causes numerous illnesses and health 
problems. Employees subjected to this degree of 
stress typically present with headaches, allergies, 
asthma, ulcers, stroke, cancer, chronic fatigue, 
chronic pain, respiratory disease, immune system 
problems (and, thus, a diminished ability to fi ght 
off  illness and infection), cardiovascular system 
problems (such as high blood pressure and heart 
disease), musculoskeletal problems (such as back 
pain and tension headaches), gastrointestinal 
problems (such as diarrhoea and constipation) 
and proneness to injury (Béjean & Sultan-Taïeb, 
2005:16-21; Cox et al., 2000:67; Quick & Nelson, 
2011:216; Piotrowski & Hollar, 2017:4; Grady & 
Neunlist, 2005:21; Levi, 1984:11,12; Fink, 2016:3; 
Luthans, 2010:295). In fact, studies show that 
six of the top ten leading causes of death in the 
United States are connected to excessive stress 
(Piotrowski & Hollar, 2017:4). Although not all 
diseases and illnesses can be directly linked to 
excessive stress, there is overwhelming evidence 
that suggests that excessive stress can and 
does contribute to multiple physical problems 
(Luthans, 2010:295), and increases a person’s 
susceptibility to disease and illness (Piotrowski 
& Hollar, 2017:4). Th ese may be exacerbated 
by certain environmental factors, as well as an 
employee’s general state of health and hereditary 
and medical history (Luthans, 2010:295). From a 
medical point of view, workplace stress levels can 
easily be assessed by taking saliva14 and/or urine15 
samples from employees (Bridger, 2009:5). 
Legally, however, this must be done voluntarily 
and the results kept confi dential, as required by 
the medical testing provisions in section 6 of 
the South African Employment Equity Act 66 of 
1996, as amended (Bridger, 2009:2; Du Plessis & 
Fouche, 2015:92).

Yet it is the psychological eff ect of stress that 
most occupational health and safety professionals 
have diffi  culty identifying and that lawmakers 
struggle to embrace (Kortum & Leka, 2014:10). 
Consequently, the mental health eff ects of excessive 
stress have received little attention compared to 
the physical manifestations (Luthans, 2010:295). 
Psychological conditions that have been connected 
to excessive stress include depression, anxiety, 

14 Increased cortisol levels point to high stress exposure. 
15 Urinary catecholamine secretions indicate an emotional 
response to stress. 
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aggression, chronic frustration, interpersonal 
problems (co-workers, friends and family), 
diminishing performance, substance abuse, 
addiction, feelings of meaninglessness, deviant 
behaviour, suicide, mental illness, burnout and 
psychosomatic disorders (Fink, 2016:3; Quick 
& Nelson, 2011:216,217; Grady & Neunlist, 
2005:21; Piotrowski & Hollar, 2014:4; Béjean & 
Sultan-Taïeb, 2005:16-21). Naturally, these eff ects 
are not restricted to the employee alone, but are 
also transferred to those around the employee, 
aff ecting both co-workers and family (Van Zyl, 
2002:26).

To add to the complexity, the physical and 
psychological realms are precariously connected. 
Legal literature off ers some useful distinctions 
between the various kinds of stress-claim injuries, 
dividing them into mental-physical injuries, 
physical-mental injuries and mental-mental 
injuries (De Carteret, 1994:495; Du Plessis, 
2009:1478; Larson, 1970:1243).

Mental-physical injuries occur when mental 
stimuli lead to physical injuries, such as when 
employees witness traumatic events, and then 
suff er stress-induced ulcers, heart attacks and 
strokes (Du Plessis, 2009:1478; De Carteret, 
1994:495; Larson 1970:1244). Th is would, 
for instance, include so-called “broken heart 
syndrome”, where a person’s heart physically 
weakens in response to excessive stress in an 
intricate interaction between emotions and 
the body (Jauhar, 2018: para 1.1). Symptoms 
are similar to those of a heart attack and, if 
not resolved, can cause heart failure and even 
death (Jauhar, 2018: para 1.1). Physical-mental 
injuries are sustained when physical stimuli cause 
psychiatric harm. Th is would include an employee 
suff ering from post-traumatic stress disorder 
(PTSD) aft er having experienced severe physical 
injury, or developing clinical depression due to 
physical incapacity (Du  Plessis, 2009:1478; De 
Carteret, 1994:495). Interestingly, both mental-
physical and physical-mental injuries are now 
invariably accepted as compensable in the United 
States, with a similar situation in South Africa 
(Larson, 1970:1243).

Finally, mental-mental injuries are caused 
when mental stimuli lead to mental injury and 

subsequent disability (Du Plessis, 2009:1478; 
De Carteret, 1994:495). Th is means that a 
non-physical event, such as work overload or 
disciplinary action, prompts a psychological 
reaction that incapacitates or disables the employee 
(Du Plessis, 2009:1478). Existing exclusively 
in the psychological domain, identifying and 
assessing stress-related mental illness caused by 
a purely mental stimulus is oft en perplexing and 
subject to disagreement (De Carteret, 1994:495; 
Landess, 1987:17). Disagreement may even 
extend to whether the stress is work-related at all 
(De Carteret, 1994:495).

Adverse eff ects on the employer 
In the profi t-driven business environment, it is 
perhaps more appropriate to examine the eff ects 
of excessive stress in the workplace in terms 
of costs to the employer. While complex and 
diffi  cult to measure, approaching the eff ect on 
the employer from a cost perspective provides a 
clearer idea of the economic strain the employer 
may be subjected to if excessive workplace stress 
is not addressed (Lund et al., 2013:845). Being 
made aware of the cost, organisations might also 
be prompted to take remedial steps (Van Zyl, 
2002:26).

Excessive workplace stress has direct and indirect 
costs to the employer. In terms of direct costs, 
employees who suff er from excessive stress are 
more oft en unhealthy, poorly motivated, less 
productive and less safe at work (Leka et al., 
2004), and are more likely to be involved in 
strikes and work slowdowns (Van Zyl, 2002:27). 
Th e indiff erent and unconcerned organisation 
may therefore experience increasing absenteeism, 
unscheduled absences, higher staff  turnover, the 
need for more human resource management, 
inaccurate administration, inferior product 
quality and high reject rates, risk of error, impaired 
effi  ciency, decreased productivity and dissatisfi ed 
customers taking their business elsewhere (Van 
Zyl, 2002:27; Arshadi & Damiri, 2013:707; Bell, 
2015:194; Jordaan & Stander, 2016:29; Mackay 
et al., 2004:96; Ünal, 2013:30). Th ey are also less 
likely to compete successfully in the market (Leka 
et al., 2004).

While these costs alone should be suffi  cient 
motivation for employers to implement measures 
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to manage excessive stress in the workplace, 
there are also indirect costs. Research shows that 
employees who suff er from excessive workplace 
stress are “less creative, less eff ective decision 
makers and inadequate communicators”, and 
oft en display sub-optimum productivity (Van 
Zyl, 2002:27).

Th us, the wise employer who addresses workplace 
stress would see benefi ts such as a reduction 
in the cost of absenteeism (sick pay, sickness 
cover, overtime and recruitment), an increase 
in productivity due to employee satisfaction 
(better workplace morale and improved working 
relationships), an improved reputation, and a 
lower likelihood of prosecution or litigation 
(Hamilton, 2010:3).

AN INTERNATIONAL PERSPECTIVE ON 
EXCESSIVE STRESS IN THE WORKPLACE 
Workplace stress is undoubtedly a global problem. 
In 2014/15, health and safety statistics in the 
United Kingdom showed that 1,2 million people 
suff ered from illness believed to have been caused 
or worsened by work (Health and Safety Executive, 
2015). Furthermore, 23,3 million days were lost 
due to work-related ill health (Health and Safety 
Executive, 2015). Th e WHO has predicted that by 
2030, depression will be the leading cause of the 
global disease burden (WHO, 2012:1), while the 
link between excessive stress and depression has 
been fi rmly established. Th e International Labour 
Organisation (ILO) dedicated the 2016 World Day 
for Safety and Health at Work (commemorated 
on 28 April each year) to workplace stress. It also 
released the report Workplace Stress: A Collective 
Challenge (ILO, 2016) to highlight the eff ects 
of this problem, methods for preventing and 
managing hazards and risks, as well as global 
trends.

Also recognised worldwide is the imperative to 
prevent harm in the workplace. It is generally 
accepted and understood that employers 
cannot protect their employees from stress 
arising outside the workplace, and may not 
even be required by law to eliminate all risks 
and hazards from the workplace (Hamilton, 
2010:6). However, employers do have a legal 
duty to protect their employees from excessive 
stress that arises through and at work (Leka et 

al., 2014:1). In numerous countries, legislation 
obliges employers to ensure and take care of the 
health and safety of their employees. Th is duty is 
ordinarily interpreted to include workplace stress, 
mental and physical health outcomes, and the 
management of stress-related risks and hazards 
(Leka et al., 2014:2). But while most of these laws 
are eff ective in responding to incidents, aff ording 
aff ected employees compensation or other relief, 
the problem does not seem to let up.

Australia is an international leader in addressing 
stress in the workplace. Recently, the Australian 
Workplace Barometer (AWB) project was 
introduced to monitor employees’ psychological 
health and well-being (Dollard & Bailey, 2014:1). 
Th e AWB project revealed that depression caused 
by job strain and bullying cost organisations 
in Australia approximately AU$693 million 
per annum due to presenteeism16 and sickness 
absenteeism (Dollard & Bailey, 2014:5). Safe 
Work Australia, a statutory government body 
established to develop national policy in respect 
of employee health and safety and workers’ 
compensation, reported that about 91% of 
workers’ compensation claims that involved 
a mental health condition were connected to 
work-related stress (Safe Work Australia, n.d.). 
Emergency and protective service personnel were 
found to be especially aff ected by elevated levels 
of job stress and health problems (Milner et al., 
2017).

In the United States, the cost of job stress is 
estimated at over $300 billion annually (Fink, 
2016:3) in the form of accidents, employee 
absenteeism, staff  turnover, diminished 
productivity, medical, legal and insurance costs, 
and workers’ compensation awards and successful 
judgments (American Institute of Stress, n.d.(b)).

Th e alarming suicide rate among young employees 
in Japan warranted a full-scale investigation 
(Wada et al., 2013) and culminated in the passing 
of the 2014 Act on Promotion of Preventive 
Measures against Karoshi17 and Other Overwork-
Related Health Disorders. Th e law calls for better 
working conditions and holds the government 
responsible for taking steps to prevent life-
16 Being present at work for more hours than is required, including 
working while sick, especially due to job insecurity. 
17 Japan’s own term for “death by overwork”. 
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threatening health damage or even death due to 
overwork. Yet the problem in Japan continues 
unabated: In 2015, the world was shocked at 
the news that an employee at Japanese ad giant 
Dentsu had committed suicide at the age of 24 
due to excessive workplace demands (Th e Straits 
Times, 2017).

In the United Kingdom, where the law relating 
to workplace stress is more developed, it is 
recognised that employers have a legal duty 
to attempt to identify any potential problems 
relating to excessive workplace stress in their 
organisations (Hamilton, 2010:4). In a watershed 
case in that jurisdiction, Walker v Northumberland 
County Council [1995] IRLR 35, it was held that 
“there was no logical reason to exclude the risk 
of psychiatric injury from an employer’s duty of 
care” (para 41). Still, however, statistics such as 
those cited in the introductory paragraph above 
continue to be reported. Th e law does not seem to 
be enough to curb the problem.

THE SOUTH AFRICAN WORKPLACE AND 
EXCESSIVE STRESS 
South Africa has by no means escaped the scourge 
of excessive workplace stress. In 2014, the South 
African Depression and Anxiety Group (SADAG) 
and Hexor (a health and economic research 
company) recruited over 1  000 participants 
for an audit of the impact of depression in the 
workplace (Stander et al., 2016). Th e fi ndings 
revealed the real extent of the problem in South 
Africa: It was found that one in four employees 
had been diagnosed with depression; that 25-to-
44-year-olds were most aff ected, and that as a 
result of the condition, employees had taken 
18 days off  work during their last depressive 
episode (Stander et al., 2016). In addition, 54% 
of employees who experienced depression stated 
that it took them longer to complete simple tasks, 
while 50% confi rmed that they made more errors 
at work than usual (Stander et al., 2016). Of the 
employees who had taken time off  work because 
of depression, 32% did not state depression as the 
reason to their employers (SADAG, 2015).

Making matters worse for South African 
employees in particular is the fact that the 
country’s notorious culture of violence means that 
South Africans come to work already stressed. 

Th e country is regarded as the rape capital of 
the world, with more than 40  000 rape case 
dockets opened per year. Every day, 57 murders 
are committed (Businesstech, 2018; Crime Stats, 
n.d.). In 2018, 138  233 cases of robbery with 
aggravated circumstances were reported, and 
16  319 hijacking dockets opened (Crime Stats, 
n.d.).

South African employers’ duty of care towards 
their employees in respect of excessive stress 
in the workplace is derived from international 
instruments, the Constitution of South 
Africa, 1996, common law and statutory law 
(Hamilton, 2010:2). Th e latter notably includes 
the Occupational Health and Safety Act 85 
of 1993 (OHASA), the Compensation for 
Occupational Injuries and Diseases Act 130 of 
1993 (COIDA) and the various applicable codes 
to be read in conjunction with these acts (Bendix, 
2010:143). Both OHASA and COIDA have been 
promulgated as a result of the inexactness of the 
employer’s common-law duty to provide safe 
working conditions, causing lawmakers to take 
it upon themselves (Grogan, 2014:62) to protect 
employees’ physical health and safety at work.

As such, OHASA has amplifi ed the common law 
duty to take reasonable care by placing a moral 
obligation on employees to protect their own and 
others’ health and safety. Employees are expected 
to notify their employers and seek treatment when 
their health has been compromised as a result of 
excessive stress at work. Th ey should also, as far 
as possible, attempt not to cause their supervisors 
and colleagues excessive stress, for instance by 
adding to their workload, providing low levels of 
support and communicating poorly.

COIDA, in turn, provides for a “no-fault” 
compensation system, which means that 
employees who suff er injury or contract an illness 
in the course and scope of their employment 
are entitled to compensation without having to 
prove fault on the employer’s part (Du Plessis, 
2009:480). COIDA also provides for claims 
against the Compensation Fund (Grogan, 
2014:62). When relying on COIDA, however, it 
usually precludes an employee from holding an 
employer liable under the common law (delictual 
and contractual damage claims) for injuries 
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suff ered at work (Grogan, 2014:62; Landman & 
Ndou, 2015:2462).18

Successful court cases, where employees manage 
to obtain relief against their employers for 
suff ering ill health as a result of excessive stress 
caused by their employers’ negligence, establish 
precedents and help develop the common law 
(Hamilton, 2010:2). Th is is crucial, as without 
further development, the common law would 
not aff ord suffi  cient protection to vulnerable 
employees suff ering from excessive stress in the 
workplace. One such landmark case was Urquhart 
v Compensation Commissioner (2006 1 SA 75 (E): 
para 81H). In that matter, the court noted that as 
far as compensation for damages was concerned, 
the law had long recognised that a psychiatric 
disorder or psychological trauma was as much a 
personal injury as a cracked skull, and that there 
was nothing in the defi nitions of “accident” and 
“occupational injury” in COIDA to indicate any 
intention to the contrary. Th e court went on to 
state that the defi nitions contained in COIDA 
should be seen as a broad classifi cation, allowing 
for diff erent kinds of compensation for various 
disorders, provided they originated within the 
sphere of employment (para 81H-J). Moreover, 
the court ruled that the cumulative eff ect of a 
series of stressful events suff ered in the course 
of employment and resulting in PTSD indeed 
qualifi ed as an “accident” in terms of section 22 of 
COIDA (para 84B-D).

In terms of proving constructive dismissal based 
on excessive workplace stress, an objective test 
is applied (as shown in, for instance, National 
Health Laboratory Service v Yona (PA 12/13) 
[2015] ZALAC 33; Smithkline Beecham (Pty) Ltd 
v CCMA 2000 21 ILJ 998 (LC)), and the employer 
must be culpably responsible for the intolerable 
circumstances (Murray v Minister of Defence 
(383/2006) [2008] ZASCA 44: para 13; Distinctive 
Choice 721 CC t/a Husan Panel Beaters v Dispute 
Resolution Centre 2013 34 ILJ 3184 (LC): 3216C-
D). Th e mere fact that an employee resigns as a 
result of work that became intolerable does not, 
18 Section 35(1) of COIDA reads: “No action shall lie by an 
employee or any dependant of an employee for the recovery of 
damages in respect of any occupational injury or disease resulting 
in the disablement or death of such employee against such 
employee’s employer, and no liability for compensation on the part 
of such employer shall arise save under the provisions of this Act in 
respect of such disablement or death.” 

on its own, make a case for constructive dismissal 
(Murray v Minister of Defence: para 13). In certain 
circumstances, an employee who is suff ering 
from mental illness as a result of excessive stress 
might be defi ned as having a disability, or might 
be included under any other arbitrary ground 
for unfair discrimination (New Way Motor & 
Diesel Engineering v Marsland 2009 12 BLLR 
1181 (LAC)), thereby falling within the ambit 
of employment equity legislation (Hamilton, 
2010:2).

Unfortunately, however, the law provides for 
reinstatement as the remedy of choice aft er 
dismissal, which simply returns the employee to 
square one, back in the very situation that initially 
resulted in his or her day in court. And even where 
an employee is permanently incapacitated, the 
employer must still establish whether the employee 
cannot perhaps be reasonably accommodated 
(IMATU obo Strydom v Witzenberg Municipality 
2012 33 ILJ 1081 (LAC): 1086A-C). Again, 
legislation alone is clearly not the answer.

MANAGERIAL IMPLICATIONS: “SOFT” 
OPTIONS TO CURB EXCESSIVE STRESS IN 
THE WORKPLACE 
A healthy work environment, says the WHO, 
is one where employees’ health is regarded 
as important, and health promotion is both 
a priority and recognised as being part of 
employees’ working lives (WHO, n.d.). Legislative 
interventions can go some way towards creating 
such a work environment, including a work 
environment without excessive stress. As shown 
above, however, these are mostly reactive and do 
not always off er sustainable solutions. Th erefore, 
a workplace without excessive stress will remain 
a pipe dream if employers and their workforces 
do not own up to the problem and implement 
workplace-specifi c measures to counter it.

Measures to be considered by employees do not 
have to be radical or sweeping. Small changes such 
as ensuring a balanced schedule, planning regular 
breaks, establishing clear boundaries, prioritising 
tasks and taking care not to overcommit could 
contribute signifi cantly to a reduction in job stress 
(APA, 2018; Segal et al., 2019). Reaching out to 
co-workers or family members, fi nding meaning 
in their jobs, and taking care of their physical 
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health by exercising regularly and establishing 
good eating habits, will also help employees 
cope with excessive stress (Segal et al., 2019). 
Moreover, employees are encouraged to inform 
their employers of specifi c stressors at work (Segal 
et al., 2019). Th ese measures should be advocated 
by human resource practitioners, calling on 
employees to take care of themselves, be more 
organised, work on their emotional intelligence 
and take regular stress tests to measure their 
stress levels (Chivere, 2016).

In terms of proposed measures to be taken by 
the employer, one of the most vital may be for 
senior managers to change their attitude about 
the culture of “coming early and leaving late”, 
and rather encourage employees to work smarter 
instead of longer (Baska, 2019). In releasing the 
fi ndings of the Chartered Institute of Personnel 
and Development (CIPD) 2019 UK Working 
Lives Survey, the chief executive of the CIPD 
eluded to the need for senior leaders to model 
fl exible working patterns and stop the culture of 
presenteeism (Baska, 2019).

In addition, to make it easier for employees to cope 
in an already stressful environment, employers 
could ensure that deadlines are realistic, deal 
with confl ict in a positive way, and properly 
communicate with employees (Segal et al., 2019).

Finally, knowing that certain stressors are part 
and parcel of any modern-day workplace, 
employees’ resilience to excessive stress needs to 
be built, equipping them to cope with stressful 
events both at the workplace and beyond (Grady 
& Neunlist, 2005:24). To this end, organisations 
are increasingly adopting so-called employee 
assistance or wellness programmes to address 
wellness concerns in the workplace (Sieberhagen 
et al., 2011:2). Th ese have been brought on by a 
growing awareness of issues relating to employee 
well-being, as well as the rising demand for 
employers to take responsibility for employees’ 
health and well-being. Th e programmes are 
considered intervention strategies to promote 
good health and well-being in the workplace, 
and may be both curative and preventative 
(Sieberhagen et al., 2011:2). Th e aim is to generate 
health and wellness awareness, facilitate personal 
change and health management, and foster a 

supportive and healthy workplace (Sieberhagen 
et al., 2011:2). Generally, employees derive 
signifi cant benefi t from the support off ered in 
this way (Sieberhagen et al., 2011:2). And given 
technological advancements, organisations may 
consider including web-based and mobile stress 
management training in these programmes as a 
further aid (Heber et al., 2013:666).

CONCLUSION AND THE WAY FORWARD 
In recent years, various jurisdictions across the 
world have made progress, to a varying degree, 
in implementing legislative measures to curb 
excessive stress in the workplace. Yet, as this 
paper has shown, legislation alone is insuffi  cient 
to eff ectively prohibit and deal with a human 
behavioural issue such as extreme job stress.

Th erefore, both employers and their employees 
have to take responsibility to destress their 
workplaces. Th is is particularly important in a 
developing-country setting, where added social 
and economic challenges exacerbate the problem. 
In South Africa, for instance, the alarmingly 
high unemployment rate, excessive crime rate, 
the relentless Aids pandemic and the persistent 
eff ects of the country’s divided past mean that 
employees come to work already stressed.

Employers and their workforces should thus 
embark on a journey to create healthier workplaces 
themselves. Th is can be achieved in various ways, 
from a concerted eff ort to raise awareness of the 
problem and its eff ects, to simple changes such as 
planning frequent breaks and prioritising tasks, 
to more radical changes in workplace culture, 
enabling employees to work smarter instead of 
harder.

Th e cost of excessive stress in the workplace is 
high – too high for employers and employees to 
rely on the law alone to curb the problem. Th is 
cost includes employees suff ering from physical 
or mental illness due to stress, employers feeling 
it in their pockets as productivity drops, and 
families of traumatised workers having to pick up 
the pieces. Th e time to act is now. Be prudent and 
arm yourself with proper knowledge of the law, 
but also be practical and take active measures to 
start destressing your workplace today.
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ABSTRACT 
Exploration of the trust-engagement relation 
was motivated by problems experienced in 
the South African mining sector specifi cally 
pertaining to perceptions of management not 
living up to their commitments and not caring 
for workers and how this might aff ect the trust 
relationship at work. Th e quantitative cross-
sectional study collected 307 responses from 
a convenience sample. Respondents were all 
employees from South African based mines. 
Th e study collected data on trustworthiness and 
work engagement. Statistical analysis included 
descriptive statistics, correlational and regression 
analysis. Results indicate all trustworthiness 
and employee engagement dimensions were 
positively associated. Th e regression analysis 
further demonstrated, openness, aff ective and 
cognitive trust can be considered as predictors of 
employee engagement. Th e fi ndings emphasise 
the role played by middle-level managers in 
promoting the work engagement of fi rst-level 
managers through commitment, and being 
caring and open in their relationships. Th e core of 
a strong, positive eff ect on employee engagement 
through the trustworthiness of superiors, lies in 
the visible behaviour of superiors revealing the 
four characteristics of trustworthiness. Th e SA 
mining industry faces huge challenges regarding 

their trustworthiness and the impact this has 
on employee engagement. By concentrating on 
the trustworthiness of their management, they 
most likely will improve the employees’ work 
engagement.

Keywords: Trust, trustworthiness, work en-
gagement, employee engagement, openness, af-
fective and cognitive trustworthiness. 

INTRODUCTION AND BACKGROUND 
Labour strikes in recent years within the South 
African mining industry caused severe economic 
losses. It harmed the industry, the employees, 
the economical welfare of the man on the street 
and international relationships and trust between 
them all (Miningreview.com, 2014). Th e anger 
actions were directed at individuals of authority 
and in leading positions, but the innocent 
bystanders were oft en the ones who suff ered. Th e 
angered individuals simply didn’t trust those with 
authority, likely with some plausible reason. It is 
this losing of trust in the particular incident of 
strikes that brought the idea of trust as a vertically 
related factor to mind. It pinpointed a questionable 
vertical trust relationship. According to Hartford 
(2012) trust was one of the important reasons 
for the confl ict between mine management and 
employees that required attention during these 
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volatile situations.

Mining News presented a detailed report on 
the well-known South African platinum mine 
strikes during 2014 and Marikana killings in 2012 
which amongst other reasons, pointed to mine 
management having a stake in the disastrous 
strikes. Th e fi ndings from Mining News are 
summarised as follows:

• Benefi ts of mining did not reach the workers 
and growing inequalities contributed to the 
disorder. 

Owners (management) had to answer about how 
they treated their workers.

• Workers were exploited. 
• Th eir high profi ts did not relate to the low 

wages of the workers. 
• Th e company was disinterested in the working 

and living conditions of workers. 
• Workers’ aggressive actions demonstrated the 

insensibility and insensitivity of the company. 
• Th e AMCU president, Joseph Mathunjwa, 

said “management had reneged on 
commitments it had made to miners earlier in 
the week, claiming the shootings could have 
been avoided if management made good on 
their commitments to workers.” Mthunjwa 
presented two documents in evidence which 
indicated mine management had indeed 
made commitments to the miners that their 
grievances would be dealt with, but defaulted, 
causing the violence. 

Five characteristics stood out in the grievances of 
the mine workers: fairness, openness, integrity, 
caring and commitment. Commitment is 
considered as an important feature for the present 
study as commitment is related to employee 
engagement. According to Gwatidzo and Benhura 
(2013:28) the unrest in the mining sector, for 
example the 2007 strikes and the Marikana 
massacre of 2012, as well as the gold mining 
sector’s increasingly dwindling contribution to 
the country’s economy indicated that the mining 
sector was in dire straits.

According to Gwatidzo and Benhura (2013:21), 
productivity has also become a concern in the 

mining industry, especially for the gold mining 
industry. Yet, the lack of productivity was not 
necessarily due to wages. In comparison, the 
gold mining sector paid relatively more than 
other economic sectors in South Africa. In 2012, 
for example, the median minimum wage of the 
mining sector was R4 743, as to the median wage 
of R4 000 for all industries. Th ey further found 
that the South African average minimum wage 
was higher than that of all African countries, even 
higher than that of the BRICS group of countries. 
Gwatidzo and Benhura (2013:21) further 
suggested that policy uncertainty, specifi cally the 
possibility of the nationalisation of mines, might 
in part refl ect the lethargic performance of the 
gold mining sector.

According to literature productivity can be 
facilitated by, but not exclusively due to, a positive 
relationship between perceived trustworthiness 
of supervisors and the employee engagement of 
the direct lower reports (Schaufeli & Salanova, 
2007). Th erefore, the aim of this study was to 
establish whether a trustworthy work engagement 
link existed in a South African mining sample. 
Th is study was not able to access management’s 
trustworthiness as perceived by the labourers and 
how this might be refl ected in their employee 
engagement, resulting in improved or worsened 
productivity. Th e employee engagement of fi rst-
level management in the workplace was one place 
where the level of productivity could be observed 
and measured. Th e alternative was to access 
fi rst-level management employee engagement in 
the workplace and how it might be infl uenced 
by their perception of middle management’s 
trustworthiness. Th e fi ve characteristics identifi ed 
through the strikers’ grievances served as specifi c 
trustworthy key words that directs the literature 
study. Macey and Schneider (2008:6) presented 
a framework in Figure 1 showing how trust and 
employee engagement was connected.

Th e present study took note of the outstanding 
features of transformational leadership and then 
assign it to the trustworthy expectancies that the 
employee had of his/her immediate supervisor 
and how it aff ected his/her work engagement. 
According to the model trust is connected 
through behavioural engagement and then might 
expand to engagement in general, which would 
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therefore suggest that the enhancement of trust 
should lead to engagement (Macey & Schneider, 
2008:6).

Preposition seven of Macey and Schneider 
(2008:15) read: “Engagement behaviours 
include innovative behaviours, demonstrations 
of initiative, proactively seeking opportunities 
to contribute, and going beyond what is, within 
specifi c frames of reference, typically expected 
or required.” It seemed logical that greater 
eff ort, innovation and initiative improved 
productivity and the quality thereof. Th erefore, if 
trustworthiness infl uenced employee engagement 
behaviours positively it might also improve 
productivity.

Th e present study therefore suggests that a poor 
trustworthy relationship between employer and 
employee would result in weakened employee 
ability to apply themselves fully to their work roles 
(i.e. being engaged) and that would ultimately 
lead to a decline in productivity in this sector. 
Th is argument was briefl y motivated in more 
detail in what followed next.

Large scale, dramatic and continuous changes are 
a world-wide tendency. We experience change in 
food and petrol prices almost monthly. One has 
great diffi  culty in adapting to the use of changing 
technology, like cell phones. Th e signifi cant and 
drastic changes taking place in the work place as 
tabled by Schaufeli (2014:16) are listed in Table 1.

TABLE 1: CHANGES IN THE WORLD OF WORK

Traditional Modern
Stable organisational 

environment Continuous change

Uniformity Diversity

Life-time development Precarious 
employment

Individual work Group work
Horizontal structure Vertical structure
External control and 

supervision
Self-control and self-

management
Dependence on 

organisation
Own responsibility 
and accountability

Detailed job 
description Job craft ing

Fixed schedules and 
patterns

Boundarylesness (time 
and place)

Physical demands Mental and emotional 
demands

Experience Continuous learning
Working hard Working smart

(Source: Adapted from Schaufeli, 2014:16)

South Africa, a developing multi-cultural country, 
experiences many change complexities in the 
workplace. Th is study took particular note of 
the mental and emotional demands, continuous 
learning, continuous change and a vertical 
structure relationship.

Th e above mentioned aff ected work relationships, 

FIGURE 1: FRAMEWORK FOR UNDERSTANDING THE ELEMENTS OF EMPLOYEE ENGAGEMENT 
(SOURCE: MACEY & SCHNEIDER, 2008:6)
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employee engagement and productivity. Th is 
study saw an active, trusting work relationship as 
a strengthening infl uence on work engagement 
resulting in higher productivity.

Literature proposes that employee engagement 
would require an engaged management. 
Research from Alimo-Metcalfe and Alban-
Metcalfe (2009:12) presented a structure for 
“engaging management” which was based on 
an assessment of transformational leadership. 
A manager (leader) would engage employees 
by demonstrating genuine concern, enabling 
employees, being accessible and by encouraging 
employee curiosity. Th e manager would typically 
demonstrate personal qualities and core values 
such as integrity, honesty and consistency. Th ese 
qualities and core values closely resemble the 
features of trustworthiness. An understanding 
and caring based management plays an important 
role in realizing, sustaining and strengthening 
employee engagement. A vertical relationship 
involves constructs like reliance, dependency 
and/or cohesion that can develop or change in 
a “nearby” or close relationship. Work demands 
and continuous change oft en need increasing 
eff ort and the necessity to adapt. An engaged 
manager must lead and guide his/her followers 
through this demanding work situation with 
relevant ability and skill set in an employee work 
engagement atmosphere (Alimo-Metcalfe & 
Alban-Metcalfe, 2009:12).

Literature reveals three theories and models oft en 
used to trust related issues:

• Mayer et al. (1995) examined trustworthiness 
with ability, benevolence and integrity as the 
three basic constructs. 

• Gilstrap and Collins (2012) looked at a just 
orientated trust approach. A core dimension of 
transformational leadership represents ability, 
informational justice denotes benevolence 
and procedural justice signals integrity. 
Several studies confi rm the resemblance 
between these two approaches. 

• McAllister (1995), as well as Gillespie (2012) 
examined cognitive- and aff ective-based trust. 
Cognitive trust, aff ective trust and behavioural 
trust are the three basic constructs .

Similar to literature suggestions, the study 
considered trustworthiness as an important 
factor for an engaging management in a nearby 
work situation leading to employee engagement. 
A trustworthy superior worker relationship might 
provide employees with the confi dence to exhort 
more eff ort in their work, which might result in 
greater employee engagement.

In assessing the functioning of trust and employee 
engagement within an organisation’s work 
situation it became more than simply measuring 
it, as the results could be put to use (Kanjee, 
2004:288). Facilitating decision making, making 
adjustments and or use applications regarding 
any or all of the trustworthy and employee 
engagement components might prove to be a 
likely necessity to help to increase productivity 
in an engaging working environment and ease 
or resolve specifi c or overall confl ict (Kanjee, 
2004:288). With the background information at 
hand, the setting of a problem fi eld and a problem 
statement was established.

Problem investigated 
From the preceding paragraphs, it could be argued 
that productivity in the mining industry has 
been alarmingly low in relation to escalating job 
demands and increasing wages. Underlying this 
relatively low productivity might be unsatisfactory 
employee engagement. One possible reason for 
this alarming state is a scarred trust relationship 
between employer and employee.

Trustworthy commitment, integrity, openness, 
guidance and caring in an engaged work 
relationship are necessities for stability, security 
in business to prosper, grow and have happy, 
satisfi ed and productive workers. Labour strikes 
within the South African mining industry might 
indicate that these relationships are lacking, 
failing or ineffi  cient. Trusted mine management 
as leading visionaries and missionaries plays 
the leading and guiding role in an employee 
understanding, caring manner. Th ey provide a 
stable and safe, engaged work relationship and 
environment that encourage productivity. Not 
understanding, not valuing or not applying trust 
essentials and creating a trusting atmosphere 
could be cause for unhappiness, employee 
disengagement, unproductivity, job changing and 
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confl ict.

Th e South African mining sector is an important 
contributor towards the economy, similarly to the 
agricultural sector. For example, South Africa is 
one of the world’s leading and largest gold mining 
countries. It has been the prime economical driver 
in the history and development of Africa’s most 
advanced and richest economy of the developing 
countries. Confl ict in this sector visibly infl uences 
the economy directly and signifi cantly so.

Th e mining ground (operational) level 
management leadership issues between fi rst-
level and middle-level might to a large extent 
be laid to the door of gaps in an understanding 
and concerned trustworthy relationship causing 
mediocre employee engagement and amongst 
others, resulting in low productivity levels.

At this stage, intriguing questions arises: 
What is the role of trustworthiness in the 
goals of the business? What is the role of 
trustworthiness in employee engagement? 
How does trustworthiness infl uence employee 
engagement? How does all of this take place 
between diff erent management levels and their 
work force? How do we create an atmosphere of 
trustworthiness and employee engagement? Th e 
problem statement is thus whether management 
in the mining sector comprehends the important 
role of trustworthiness and how it might aff ect 
and infl uence employee engagement in their 
organisation, and ultimately productivity. Finally, 
whether, or how eff ective, trustworthiness is 
functionally applied in their company.

LITERATURE REVIEW 
Th e following section is dedicated towards 
previous investigations with regards to 
trustworthiness and employee engagement.

Trust 
It is not possible to derive a universal defi nition 
of an elusive concept like trust (Dirks & Ferrin, 
2002:612; McAllister, 1995:709). Trust can be 
viewed from several perspectives, which included 
interpersonal, inter-organizational and even 
societal (Jones & Barry, 2018:17). While several 
authors have contributed towards defi ning trust, 
the most widely known and cited defi nition by 

researchers are based on the conceptualisation 
of Mayer et al. (1995:712). An integrative 
defi nition of Mayer et al. (1995:712) defi nes 
trust as “the willingness of a party (trustor) to be 
vulnerable to the actions of another party based 
on the expectation that the other will perform 
a particular action important to the trustor, 
irrespective of the ability to monitor or control 
that other party”. Risk in this context is not risk 
in itself, but “a willingness to risk”. Noticeable is 
the emphasis on actions and performance, rather 
than characteristics of the trustee. Th e actions 
and performance are specifi cally that of the 
trustee. In practice, though, they concentrated on 
the trustee’s characteristics, namely competence, 
expertise, honesty, integrity and benevolence. 
Chughtai (2010:76) identifi ed one central 
shortcoming of traditional trust defi nitions: they 
do not indicate how the positive expectations 
are generated. Th is limitation is overcome by 
a multi-dimensional defi nition of trust Mishra 
(1996:265), defi ned as “one party’s willingness 
to be vulnerable to another party based on 
the belief that the latter party is (a) competent, 
(b) open, (c) concerned and (d) reliable”. Th e 
defi nition proposed by Mishra (1996:265) was 
considered as the most suitable for the present 
study. Other than the relevance of aff ective and 
integrity characteristics, the addition of openness 
covers most of the grievances uttered by the mine 
workers.

Antecedents and measurement of trust 
Several antecedents of trust have been identifi ed, 
tested and confi rmed in order to facilitate an 
attempt to accurately measure trust for empirical 
reasons. Th ese traditional antecedents include 
amongst other, traits associated with the trustor 
or better known as propensity towards trust, 
characteristics of the trustee and situational 
factors. With regards to propensity towards trust, 
researchers like Mayer et al. (1995:715) explain 
intention to trust is also determined by the 
personal disposition of the trustor. In their model, 
intention to trust is infl uenced by a trustor’s 
propensity to trust, which refers to an individual’s 
general willingness to trust others. From a South 
African perspective, research from Heyns and 
Rothmann (2018:121) found adequate evidence 
that the behavioural trust inventory (BTI) as 
developed by Gillespie (2003) demonstrated 
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adequate validity with the measurement of 
reliance and disclosure based trust as indicators 
of overall trust.

While many characteristics associated with 
trustee’s have been associated, the present 
study considered the characteristics of Butler 
(1991:648) and Dietz and Den Hartog (2006:560) 
as most relevant to present study. According to 
Butler (1991:648) characteristics of the trustee 
can include: availability, competence, consistency, 
discreetness, fairness, integrity, loyalty, openness, 
promise fulfi lment, and receptivity. Th e fi nal 
factor is considered as overall trust, going by 
many names in the literature, like propensity 
to trust and general trust. Dietz and Den 
Hartog (2006:560) analysed 14 trust measures 
to determine the content (ability) items used. 
Four content components stood out. Th ey 
frequented in this order: integrity, benevolence, 
competence and predictability. Th e prominence 
of integrity followed by benevolence are of specifi c 
importance to this study where fairness and care 
stood out as confl icting factors between mine 
management and employees. When realizing 
that integrity can be equated with fairness, its 
importance to this study became all the more 
relevant. Th e focus of this literature review were 
on a measure instrument that favours integrity 
and/or benevolence, or at least gave them equal 
importance. Th e characteristics not in the focus 
but important to this study, was openness. But 
for cognitive trustworthiness, integrity and 
benevolence relates to mine worker’s grievances 
and are thus relevant to this study.

With regards to situational factors and trust, 
authors have identifi ed situational factors like 
individualism, collectivism, transformational 
leadership, etc. can also infl uence trust 
signifi cantly. Markus and Kitayama (1991:244) 
found that people in diff erent cultures diff ered 
noticeably in construal of the self and of others, as 
well as the interdependence of the two. Th is may 
infl uence, at times even determine, the very nature 
of individual experiences, including cognition, 
emotion and motivation. According to Gardner 
et al. (1999:321) cultural beliefs unquestionably 
shape self-construal.

In choosing an appropriate measurement 

instrument, it is crucial that there must 
be consistency between the way in which 
trust is conceptualised and the operational 
defi nition thereof (Currall & Judge, 1995:152; 
Gillespie, 2012:178). Mishra’s (1996:265) 
defi nition of trustworthiness is consistent with 
the trustworthiness construct measured by 
Mishra and Mishra (1994:277). Th e measuring 
instrument from Chughtai’s (2010:369) is an 
adapted form of Mishra’s (1996) trustworthiness 
measure instrument. Importantly, there is also 
an operational consistency between Mishra and 
Mishra’s (1994:276) trustworthiness measure 
instrument and the WES (Employee engagement 
scale) of May et al. (2004:36). Th e four beliefs 
(characteristics) identifi ed by Mishra (1996:6) 
are similar to characteristics of trustworthiness, 
as conceptualised by May et al. (2004:16): 
accuracy (equating ability/cognitive), concerned/
benevolence, open communication (openness) 
and integrity/consistency (equating reliability). 
Chughtai (2010:76) states that several scholars and 
researchers agree that the four trustworthiness 
factors as specifi ed by Mishra (1996:265) frequent 
in the literature explaining a major portion of 
perceptions of trustworthiness (Dietz & Den 
Hartog, 2006 and Whitener et al., 1998:516-
518). Th is notion is also supported PytlikZillig 
et al. (2016:10) who stated that it is suitable to 
evaluate trust by clearly enquiring individuals 
about their willingness to support, give control 
to, depend upon, or then be vulnerable to the 
trustee in a common or specifi c way. Th e present 
study therefore considered trustworthiness as an 
important indicator of trust.

Employee engagement 
Kahn (1990:694) introduced the concept 
of personal engagement, defi ning it as “the 
harnessing of organization members’ selves to 
their work roles; in engagement, people employ 
and express themselves physically, cognitively, 
and emotionally during role performances”. 
Perrin (2003:5) used amongst others as defi nition 
employees’ willingness and accomplishment 
to help their company succeed. Engagement 
is aff ected by many factors which involve both 
emotional and rational factors relating to work 
and the overall work experience. A noteworthy 
contribution made by Perrin (2003:5) was 
management’s inspiration motivating employees 
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to perform at their best level. Being left  uninspired 
is due to non-communicative leadership (not 
open), failing to give a clear picture of future 
success and lack of developmental opportunities.

Schaufeli et al. (2002:74) defi ne engagement 
“as a positive, fulfi lling, work-related state of 
mind that is characterized by vigour, dedication, 
and absorption.” It is also “a more persistent 
and pervasive aff ective-cognitive state that is 
not focused on any particular object, event, 
individual, or behaviour”. Th is defi nition is 
echoed by Bakker and Demerouti (2008:209). 
Vigour indicates the readiness to devote eff ort in 
one’s work, showing high levels of energy in the 
act of working and the inclination to continue in 
the face of task diffi  culty or failure. Th is then refer 
to behavioural engagement. Th e eff ort exerted 
may imply greater productivity. Dedication refers 
to a strong identifi cation with one’s work and 
encompasses feelings of enthusiasm, inspiration, 
pride, and challenge. Th is then refer to emotional 
engagement. Absorption is identifi ed by being 
fully immersed in one’s work, in such a way that 
time seemingly pass rapidly and one fi nds it hard 
to disengage oneself from work. Th is relates to 
cognitive engagement.

Saks (2006:602) defi nes employee engagement 
“…as a distinct and unique construct that 
consists of cognitive, emotional, and behavioural 
components that are associated with individual 
role performance”. It relates to the constructs 
of Kahn (1990). An important substitution is 
“behavioural engagement” instead of “physical 
engagement”. Th is defi nition relates directly 
with trust elements discussed in this study. If 
the cognitive and emotional elements, and the 
behavioural manifestations of both constructs 
can be captured, relationships between the 
trustworthiness and employee engagement 
constructs might be identifi ed.

Employee engagement and employee outcomes 
In order to facilitate an understanding on 
the importance of employee engagement, the 
study also explored the associated outcomes 
of employee engagement. Literature suggests 
that employee engagement may have positive 
eff ects on employee decision making and overall 
organisational performance (Johansen & Sowa, 

2019:557). May et al. (2004:13) emphasise the 
importance of managers developing engagement, 
as disengagement or alienation is central to 
workers lacking commitment and motivation. 
Markos and Sridevi (2010:89) pointed to the 
vastness of the employee engagement construct, 
touching almost all parts of human resource 
management facets known up till then. Unless 
every part of human resources is not addressed 
appropriately, employees fail to fully engage 
themselves in their job in the response to 
such kind of mismanagement. By implication, 
proper management facilitates employee 
engagement. Employee engagement is related to 
and encompasses concepts like job satisfaction, 
employee commitment and organizational 
citizenship behaviour. Employee engagement 
has also been associated with thriving at work 
(van der Walt, 2018:7). According to Markos and 
Sridevi (2010:89) managers expressively agree 
that this day and age demands more effi  ciency 
and productivity than ever before. By focusing on 
employee engagement, management can create 
a more effi  cient and productive workforce in 
striving to increase their performance.

Trust and employee engagement 
Previous fi ndings indicate that trustworthy 
behaviours have a signifi cant impact on employee 
engagement (Engelbrecht et al., 2017:378). 
Employees also tend to be more involved in 
their work when they have strong feelings of 
trust in their direct reports’ skill and abilities, 
strengthened by transformational leadership. 
It has a multidimensional infl uence “in that 
employees can be emotionally, cognitively and 
physically engaged (Hassan & Ahmed, 2011:165). 
Relevant to this study Kahn (1990:705) and 
May et al. (2004:16) found that supportive and 
trusting interpersonal relationships promote 
employee engagement. An open and supportive 
environment is essential for employees to feel 
safe in the workplace and getting totally engaged. 
Openness leading to safety is an important link 
that could possibly be linked to trust as was also 
revealed in the literature study undertaken.

Colquitt et al. (2007:922) indicated practical 
implications of trust benefi cial for fostering trust 
in the workplace, of which one where signifi cant 
for this study, namely job performance. Th e 
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relationship between trust and job performance 
was similarly noticeable as the relationships 
with other attitudes such as job satisfaction. 
Job performance intersects with employee 
engagement; thus connecting employee 
engagement to trust. Chughtai’s (2010:289) 
fi ndings revealed that trust in a supervisor 
exercised signifi cant and unique eff ects on 
trustor’s levels of employee engagement, and is 
therefore very applicable to the present study.

Perceiving that middle-level management would 
give assistance and guidance when they experience 
work related problems, fi rst-level management 
will experience believe in their competence, thus 
raising employee engagement and productivity 
(Bijlsma & Van der Bunt, 2003:657). Th e 
trustworthy supervisory behaviours “…are 
suspected to lead to feelings of psychological 
safety and a willingness to invest themselves at 
work” (May et al. 2004:16). Th is, indeed, echoes 
the main purpose of this study. Psychological 
safety, as well as supervisory supportiveness (May 
et al., 2004:16) are additional avenues that did not 
fall within the scope of this study.

OBJECTIVES 
Th e aim of the research was to determine whether 
there was a relationship between trust and work 
engagement within a specifi c dyadic relational 
context. To be more precise, the primary 
objective was trustworthiness beliefs as the bases 
for trust, and its relation to employee engagement 
as the specifi c form of work engagement. Th e 
fairness–(integrity), aff ective – and openness 
trustworthiness characteristics bare specifi c 
signifi cance as they were the issues that mine 
workers raised concerning management. Th e 
dyadic relational context involved fi rst-level 
managers as the trusting parties (i.e. trustors) 
and middle-level managers as the emphases 
of trustworthiness assessment (i.e. the trusted 
parties of trustees). Th e broader context was 
the mining industry. Supplementary towards 
the objective, the study further investigated the 
predictor characteristics of the trustworthiness 
dimensions towards employee engagement.

METHOD 
Research design and approach 
Th is study followed a quantitative approach. A 

cross-sectional survey-design was used to reach 
the stated objective. According to Spector (2019) 
cross-sectional studies are valuable specially to 
determine a specifi c observation at a single point 
in time. Th is study utilized a self-administered 
questionnaire. Th e Mining Department Heads 
of the selected study participants were informed 
and their permission obtained to involve their 
employees in the research project. Participants 
were fully informed on the purpose of the study 
and on their role and responsibilities in this study. 
Th ey were allowed to ask questions and raise 
concerns. Participants were ensured that personal 
information and study data would be handled 
confi dentially at all time. Th e questionnaires were 
hand delivered to and collected from the selected 
participants. Ethical considerations were made by 
attaching a covering letter to the questionnaire, 
which explains the objectives of the research 
and importantly provides respondent assurance 
that the responses are done anonymously, 
confi dentially and voluntarily.

RESULTS 
Participants and sampling 
Geographically dispersed samples can be 
problematic when the data is delivered and 
retrieved by hand. Th is was not a problem 
experienced by the present study. Th e main 
South African gold mining activities are primary 
clustered in four geographical areas, all within a 
very reachable 300km radius. A non-probability 
convenience sample was used to collect 
responses. Of the 315 questionnaires distributed 
by hand, 307 were retrieved, which resulted in 
a 97% response rate. First level managers were 
considered as followers and they were requested 
to evaluate middle managers with relation to 
trustworthiness. Table 2 below summarises the 
main biographical information as obtained from 
respondents.

A closer inspection of table 2 demonstrate the 
sample group was dominated by the 40 – 49 age 
group (36.5%) and males (97.7%). Majority of 
respondents also indicated they were from the 
White race group (62.1%) and selected a Diploma 
as their highest qualifi cation (61.9%). According 
to table 2, the sample group was dominated by 
employees from the Engineering department 
(54.1%) and has worked between 4 to 10 years at 
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the selected department (33.9%). Th e majority 
of respondents further indicated they have spent 
between 0 to 3 years (45.8%) with their current 
direct supervisor and will meet very oft en (43%).

Measuring instrument 
Th e measuring instrument consisted of three 
sections. Th e fi rst section collected biographical 
data from the respondents, the second section 
focused on the trustworthiness components 

from a follower perspective and the fi nal section 
was aimed at gather information on employee 
engagement.

Th e employee engagement section made use of 
the work engagement scale as adapted by Rich et 
al. (2010:634). Th e Rich et al.’s (2010:634) work 
engagement measuring instrument consists of 
18 items measuring three underlying dimensions 
of engagement: cognitive engagement, aff ective 

TABLE 2: BIOGRAPHICAL INFORMATION

Item Category Frequency Percentage

Age

≤ 29
30 – 39
40 – 49
50 – 59

45
82

112
68

14.7%
26.7%
36.5%
22.1%

Gender Male
Female

298
7

97.7%
2.3%

Ethnicity

African
White

Coloured
Indian
Other

115
190

1
-
-

37.5%
62.1%
0.3%

-
-

Qualifi cations

≤ Grade 12
Grade 12

Certifi cate
Diploma

University degree
Postgraduate degree

2
20
59

185
32
1

0.7%
6.7%

19.7%
61.9%
10.3%
0.3%

Current department 
or section at the mine

Engineering
Metallurgical

Mining

166
60
79

54.1%
19.5%
25.7%

Number of years 
employed at the 
indicated department

0 – 3
4 – 10

11 – 15
16 – 20

20+

40
104
65
46
52

13%
33.9%
21.2%
15%

16.9%

Number of years 
with current direct 
supervisor

0 – 3
4 – 10

11 – 15
16 – 20

20+

140
134
29
3
1

45.8%
43.6%
9.4%
1%

0.3%

Meeting with direct 
supervisor regarding 
work related matters

Daily
Very oft en

Oft en
Now and then

Seldom
Very seldom

92
132
81
1
1
-

30%
43%

26.4%
0.3%
0.3%

-
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engagement and physical engagement, each 
dimension consisting of six items. An example 
of each dimension: “I work with intensity on my 
job” (physical engagement), “I am enthusiastic 
in my job” (aff ective engagement) and “At work, 
my mind is focused on my job” (cognitive 
engagement). Th e scale makes use of a 7-point 
Likert scale whereby 1 denotes strongly disagree 
and 7 denotes strongly agree. Permission was 
requested and received in making use of the Rich 
et al. (2010:634) employee engagement measure 
instrument for this study. Reliability scores during 
the development of the engagement scale, ranged 
from α = 0.89 to 0.94 (Rich et al., 2010:634).

An adapted version of a trustworthiness 
measuring scale from Chughtai (2010:369) was 
used to determine levels of trust from a follower’s 
perspective. Four underlying factors, which 
has been proven to be closely related to trust is 
used to determine the levels of trust, namely: 
openness, integrity, cognitive and aff ective. 
Th e measure instrument consists of 16 items to 
measure trustworthiness using a 7-point Likert 
scale whereby 1 denotes Strongly disagree and 
7 denotes Strongly agree. An example for each 
dimension read as follow: “My direct supervisor 
communicates honestly with me” (openness), 
“My direct supervisor behaves consistently” 
(integrity), “My direct supervisor can contribute 
to the department’s success” (cognitive) and “My 
direct supervisor is concerned for my welfare” 
(aff ective). Th e measuring scale previously 
reported adequate reliability scores with α = 0.96 
(Chughtai, 2010:263).

Statistical analysis 
Statistical calculations included, descriptive and 
reliability statistics, Spearman’s correlation and a 
regression analysis

Internal consistency was determined by Cronbach 
alpha and inter-item correlation. George and 
Mallery (2003:231) suggest an Alpha score of 0.7 
would be considered acceptable. With regards to 
inter-item correlation, Field (2009:821) believe 
the level of homogeneity should preferably range 
between r = 0.30 – 0.60.

Spearman’s correlation coeffi  cients were calculated 
in order to determine the type and nature of 

relationships between the trustworthiness and 
engagement variables as defi ned in the study. Th e 
following criteria was used during the correlation 
analysis: r = 0.10 to 0.29 – small; r = 0.30 to 0.49 
– medium and r = 0.50 to 1.0 – large (Cohen, 
1988:81).

Th e statistical analysis also included a regression 
analysis in order to determine the amount of 
variance explained by the independent variable 
(features of trustworthiness) on the dependant 
variable (Engagement). R-squared values were 
also calculated from regressions. Th e R-squared 
values were interpreted as follow: R² < 0.13 – small 
eff ect; R² between 013 and 0.25 – medium eff ect; 
R² > 0.25 – large eff ect (Ellis & Steyn, 2003:53).

RESULTS 
Descriptive results and reliability 
Th e results from the descriptive results 
demonstrate all variable to be within each scales 
positive range. Trustworthiness reported a mean 
score of 5.19 with a standard deviation of 1.40. 
Th e aggregate score for employee engagement 
recorded a mean score of 5.81 and standard 
deviation of 1.14. Th e results would therefore imply 
respondents were of the opinion that their direct 
report demonstrated adequate trustworthiness. 
Th e respondents further demonstrated conducive 
levels of engagement.

With regards to reliability all sub-dimensions 
and main constructs met the minimum reliability 
criteria of α > 0.70. Th e trust measurement 
recorded a reliability score of (α = 0.98, r = 
0.84), while the reliability scores for employee 
engagement was documented at (α = 0.98, r = 
0.77). Taking into consideration these fi ndings, 
the measurement scales as applied in the study 
was deemed reliable.

Correlation analysis 
Table 3 below contains the scores of the Spearman’s 
correlation coeffi  cients, with signifi cance 
indicated in parenthesis.

An inspection of table 3 reveal strong and 
positive relationships between trustworthiness 
and dimensions of employee engagement. 
Aff ective engagement demonstrated the most 
noticeable relationship with trustworthiness (r 
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= 0.75, p < 0.00), which was considered a large 
eff ect. Th e relationships between employee 
engagement and dimensions of trustworthiness 
were also considered as strong and positive, with 
all relationships demonstrating large eff ects. Both 
cognitive and aff ective trust recorded noticeable 
relationships with employee engagement (r = 0.85, 
p < 0.00) and (r = 0.85, p < 0.00) which was also 
interpreted as large eff ects. Th e aggregate scores 
of trustworthiness and employee engagement 
further reveal a positive and strong association (r 
= 0.87, p < 0.00) – large eff ect.

Regression analysis 
Th e fi nal statistical analysis included a regression 
analysis in order to determine the predictor 
characteristics of the trustworthiness dimensions 
as the independent variables on employee 
engagement as the dependant variable. Table 4 
below represents the results of the regression 
calculations.

From Table 4 we are able to determine that 
openness, cognitive and aff ective trust can be 
considered as signifi cant predictors for employee 
engagement within the sample group. Openness 
as predictor was signifi cant (β = 0.23, p < 0.00), 
with cognitive also demonstrating signifi cant 
predictor characteristics of employee engagement 
(β = 0.33, p < 0.00). Th e aff ective trust dimensions 
also documented a signifi cant result when tested 
as a predictor of employee engagement (β = 
0.20, p = 0.04). According to results, 77% of the 

variance in employee engagement was explained 
by trustworthiness dimensions (openness, 
integrity, cognitive and aff ective). R-squared was 
considered as large and practically important (R² 
= 0.77).

TABLE 4: REGRESSION ANALYSIS

Predictors 
(Trustworthiness)

Employee engagement
β P-Value

Openness 0.23 0.00*
Integrity 0.14 0.17
Cognitive 0.33 0.00*
Aff ective 0.20 0.04*

R 0.88
R² 0.77

Note: p < .05* is signifi cant
R² < 0.13 – small eff ect and non-signifi cant; 
R² between 013 and 0.25 – medium eff ect and 
signifi cant; R² > 0.25 – large and practically 
important

Discussion 
First-level management’s trustworthiness in 
middle management was positively related to their 
employee engagement. Th is would imply that 
respondents who reported positive observations 
with regards to the middle management would 
also be incline to record conducive levels of 
engagement. Th e study also found evidence that 
features of trustworthiness would signifi cantly 
predict employee engagement. Th is would 

TABLE 3: CORRELATION ANALYSIS

Item 1 2 3 4 5 6 7 8 9
1 Openness 1
2 Integrity 0.92* 1
3 Cognitive 0.87* 0.91* 1
4 Aff ective 0.89* 0.93* 0.89* 1
5 Trustworthiness 0.96* 0.98* 0.96* 0.94* 1
6 Physical engagement 0.68* 0.65* 0.66* 0.65* 0.69* 1
7 Aff ective engagement 0.81* 0.84* 0.86* 0.87* 0.87* 0.72* 1

8 Cognitive 
engagement 0.71* 0.72* 0.74* 0.72* 0.75* 0.78* 0.84* 1

9 Work engagement 0.82* 0.83* 0.85* 0.85* 0.87* 0.85* 0.96* 0.90* 1
Note: p < 0.05* was considered signifi cant
Values were also interpreted as follow: r = 0.10 to 0.29 – small; r = 0.30 to 0.49 – medium and r 
= 0.50 to 1.0 – large (Cohen, 1988:81).
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translate to a situation whereby openness, 
aff ective and cognitive trust would have a direct 
positive eff ect on employee engagement.

Previous empirical examinations found evidence 
to suggest a relationship between trustworthiness 
or trust and work or employee engagement 
supporting the fi ndings of this study. Chughtai 
(2010:265) found that work engagement 
(UWES) was signifi cantly correlated with trust in 
supervisor (r = 0.44, p < 0.01). He used UWES 
as an employee engagement measure instrument, 
whereas the present applied the instrument from 
Rich et al. (2010:634). Rich et al. (2010:634) applied 
the same trustworthiness measure instrument 
as in the present study. In a study from Roberts 
(2014:65) the fi ndings revealed only reliance-
based trust was a predictor of work engagement 
(UWES) but disclosure-based trust was shown 
not to be a predictor of work engagement. 
Roberts (2014:65) applied the Behavioural Trust 
Inventory [BTI] of Gillespie (2012:175) as a trust 
measuring instrument.

Engelbrecht et al. (2014:7) found a positive 
relationship between the leader and the work 
engagement of the employee (t = 2.47; p < 0.05). 
Th ey applied the UWES and 13-item Leader Trust 
Scale (LTS). Engelbrecht et al. (2014:1) stated that 
researchers believe productivity and performance 
to be motivated by work engagement. Fairness 
and openness are two characteristics mentioned 
by them that corresponded to this study.

Th e results from the regression analysis support 
the notion of Kahn (1990:705) and May et al. 
(2004:16) who found that supportive and trusting 
interpersonal relationships promote employee 
engagement. Th is should be considered as positive 
results, especially due to improved employee 
outcomes associated with employee engagement. 
Higher levels of trust should therefore not only 
have a direct eff ect on employee engagement, 
but theoretically also improve concepts like 
job satisfaction, employee commitment and 
organizational citizenship behaviour (Markos & 
Sridevi, 2010:89).

Hassan and Ahmed (2011:168) found that 
authentic leaders create trusting relationships 
with their subordinates and employees enjoy 

working in such organizations and that infl uence 
the quality of relationship between employees 
and their leaders. Th is results in employees 
being loyal and committed. If leaders are seen as 
transparent (openness), employees which in turn 
contribute to positive employees work outcomes 
such as work engagement. Th e last remark bears a 
direct relation to this study.

Contributions made by the study 
Th is study contributed to the theory and 
model building of research in fi nding a high 
correlation (r = 0.87) and predictor features (R² 
= 0.77) between features of trustworthiness and 
employee engagement using the trustworthiness 
measure instrument of Chughtai (2010:367) and 
the employee engagement measure instrument of 
Rich et al. (2010:634).

A possible explanation for these positive 
results could be that Rich et al. (2010:619) 
chose a behavioural conceptualisation because 
the concept refl ects a human agency, thus 
appropriately focus on consequences that are 
largely under an employee’s volitional control. 
Th is apposes an approach concentrating on the 
energy spent in engagement. Most of the items 
in Chughtai’s (2010:367) measure instrument has 
a strong behavioural wording. Th e behavioural 
communality between the two constructs, as well 
as both having cognitive and aff ective constructs, 
possibly set the way to high correlation between 
these two constructs.

Practical and managerial implications 
Th e discretion of the mining management is in 
no way questioned. Most or more likely all of the 
situations and problems mentioned or advice 
given is probably known. Th e complexity of the 
situation as well as the infl uence of trade unions 
cause major problems and in most cases very few 
solutions.

Trust is an important factor enhancing employee 
engagement. Besides the improved relationships 
and better communications, the possibility of 
greater employee engagement and productive 
gains should also be attractive for leaders and 
managers within the mining industry. In order 
to improve trust and in return benefi t from 
increased employee engagement, the study would 
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propose the following recommendations:

1. Improve the leadership characteristic 
necessary to improve trust, namely: integrity. 

Miners believe they are being misled. In certain 
cases, the actions of management are not 
consistent with what they communicate and 
this may lead to a situation where management 
can thus not be trusted. Th erefore, the actions of 
management should remain consistent with their 
correspondence and communications.

2. Improve the caring nature of management. 
Mine workers complain: Management simply 
don’t care. Th is is obvious to them in that 
harsh working conditions are ignored. Mine 
management can improve this with continuous 
visits of living sites. Improvement plans and 
regular monitoring could improve this aspect.

3. Improve openness 
A prominent complaint from mine workers 
are hidden agendas. Proper and accurate 
communication at regular intervals are of the 
utmost importance. All parties involved must be 
properly informed beforehand as what is going to 
be discussed.

4. Gain knowledge and skills required by mine 
workers 

In order for management to improve trust, it 
would also be advisable to acquire relevant 
knowledge of the skills required by mine 
employees. When management visits a mine, 
it would also be important of visit the diff erent 
work and living areas of mine workers. To spend 
time with the driller, even attempting to hold the 
drill and trying to drill will have an enormous 
impression on the employee. It is not about being 
unable to do his job, it is about admiring and 
appreciating what he is doing and to know you 
have experienced the realities of the worksite. 
Rest assure, he has a story to tell at home that day 
and maybe even other miners.

Having pre-knowledge (acquired from a 
spokesman or someone with primary knowledge 
and information) will also improve perspectives. 
Having knowledge that a worker has his aunt, 
sister, etc., living with him is very important. On 

the day of visiting a mine it is an opportunity to 
speak to him about it, and to be genuine in body 
language and tone. To help him understand, to 
show empathy (sympathy) will have a substantial 
impact. Nothing will be solved, but pushing the 
wheelbarrow up the hill will become easier, if 
then only for a short space of time.

Limitations and future research 
Questionnaires were distributed to and collected 
from most of the current South African gold 
mining companies (all main gold mining 
companies covered) but some smaller gold mining 
companies were not covered (Mpumalanga 
province), this was mainly due to the travelling 
requirements and limitations for hand delivery 
and collection of questionnaires. Th e fi ndings and 
implications cannot be satisfactory generalised.

Th e study design was a cross-sectional design, 
thus no conclusions about causality could be 
made. All data were obtained through self-
report questionnaires. Making common method 
variance a possibility. Th e mines participating in 
the research claimed indemnity. It was therefore 
not possible to identify diff erent mines or regions, 
thus making any such signifi cant comparisons 
not possible.

A further limitation to the study was that only 
the fi rst-line management and middle-level 
management was considered. Several studies, 
like that of Th omas et al. (2009:299), reveal 
that trustworthiness diff er between diff erent 
management levels, as well as between employees 
and management. Th erefore, the trustworthiness 
of management as perceived by the worker’s 
underground is of vital importance. Empirical 
studies on sub-ordinates perceptions of mine 
management in South Africa’s gold mining 
industry are practically non-existent.

Previous literature suggests that productivity can 
be considered as an outcome of trustworthiness. 
Th e trustworthy level in the present study 
was deemed conducive, including employee 
engagement level and therefore clearly 
contradicts the current low productivity level in 
the mining industry. Th e trustworthiness and 
productivity relation seems to have little or no 
practical implications for the present study. Other 
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factors defi nitely aff ect the low productivity rates 
of the mining industry signifi cantly, more than 
trustworthiness and/or employee engagement 
and would therefore require further investigation.

Labour unions aff ect the mine industry and 
continually confront management. Importantly, 
this aff ects productivity through employees not 
reporting for work. Th e eff ects of unions on 
mining industry is surely a worrying matter and 
the impact of union involvement and how this 
eff ects managerial trustworthiness and employee 
engagement warrants further investigation.

Th e infl uence of the South African government 
on the mining industry also eff ects productivity. 
International investments decreasing due the 
involvement of the South African government. 
According to the billionaire Patrice Motsepe, 
a lack of trust among South African mining 
industries, labour unions and the government 
is undermining prospects for an industry facing 
vast job losses as commodity prices tumble 
(Janse van Vuuren, 2015). Th e infl uence of the 
South African government has on trust between 
employees, management and other stakeholders 
should also be investigated.

Educational contributions 
Th e impact of trust on work engagement has 
received noticeable attention from researchers 
with researchers confi rming the infl uence of 
trustworthy behaviours on employee engagement 
(Engelbrecht et al., 2017:378; Heyns & Rothman, 
2018:125). However, the South African mining 
industry can be considered as a volatile industry, 
not only in terms of revenue and profi ts but 
also due uncertainty created by external role-
players like unions and government. Th e present 
study therefore contributes towards the current 
trust and employee engagement literature with 
empirical evidence that trustworthy behaviours 
is not only associated with employee engagement 
but would also infl uence employee engagement 
within a South African mining sample group.
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ABSTRACT 
Literature indicate groups may have diff erent 
views in terms of leadership and diversity 
climate in diversifi ed organisations and such 
observations may be detrimental. In order to 
improve environments whereby sub-groups are 
formed would require relevant and instantaneous 
information. Th e study aimed at providing such 
information by examining gender and race 
perspectives on transformational leadership, 
servant leadership, autocratic leadership and 
diversity climate. Th e quantitative cross-sectional 
study collected 230 responses from a convenience 
sample. Descriptive statistics and analysis of 
variances were computed in to order compare 
leadership and diversity climate observations 
between gender and race groups. Results 
reveal diversity climate comparisons between 
gender and ethnic groups were insignifi cant. 
Leadership comparisons indicate males recorded 
statistically signifi cant higher observations for 
transformational leadership, vision articulation 
and intellectual stimulation compared to their 
female counterparts. Th e male group also reported 
higher observations for interpersonal support 

and egalitarianism. Th e African group recorded 
statistically signifi cant higher observations 
for role modelling, goal acceptance and high 
performance expectations when compared to 
the White group. African’s reported higher levels 
of servant leadership, interpersonal support, 
building community, altruism and moral integrity 
when compared to their White colleagues. Th e 
obtained information will allow organisations to 
design and implement leadership interventions 
with accuracy.

Keywords: Leadership, diversity climate, trans-
formational leadership, servant leadership, au-
tocratic leadership and South Africa. 

INTRODUCTION 
Th e eff ects of segregation are still present in large 
portions of both South African societies and 
organisations. Contesting this unique history 
of segregation has stimulated processes towards 
intentionally correcting imbalances by means of 
unique policy and legislative interventions since 
the beginning of democracy in 1994 (Jackson & 
van der Vijver, 2018). Unfortunately, the slow 
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improvement towards redressing imbalances 
is also a reality. A recent labour force report, 
indicated that the South African workforce is 
still dominated by large groups of males (49% 
of total employed population compared to 38% 
employment rate by females), Whites (65% of 
total employed population compared to 40.5% 
for the African group, 50% for the coloured group 
and 55% for the Indian/Asian group) (Statistics 
South Africa, 2018). Previous research further 
suggests that those groups that had the most to 
gain from remedial legislation and policies; would 
most probably report more positive perceptions 
with regard to such interventions (Durrheim, 
2010). With the well-known South African 
legislation and polices to redress imbalances, one 
would then expect the underrepresented groups 
to view diversity-related matters more positively. 
Th is has not been the case, with previous research 
indicating that the White employees documented 
more positive experiences relating to diversity- 
associated interventions when compared to non-
White groups (Jackson, Van der Vijver, & Ali, 
2012).

South Africa has a distinctive history and 
would therefore require managers that are 
better prepared regarding diversity (Denton & 
Vloeberghs, 2003). Th e mentioned distinctive 
history is mainly due to historic segregation and 
as a result, South African organisations are tasked 
to correct inherited imbalances. Although valiant 
eff orts are made to correct imbalances with policy 
and legislative interventions the slow progress 
is a reality and selected demographical groups 
still dominate South African organisations 
(Jackson & van der Vijver, 2018). Th e developed 
legislation was created to stimulate a faster pace 
of transition and is regarded by certain groups 
who previously enjoyed greater privileges as 
a reverse form of discrimination, and this in 
itself can pose challenges for South African 
organisations (Herman, 2000). While corrective 
legislation might be considered as a form of 
discrimination, the scars of historic segregation 
with the dominance of selected demographical 
groups has also resulted in unfortunate 
situations. Regrettably signs of gender and racial 
discrimination still continues in South Africa 
(Jaga, Arabandi, Bagraim & Modlongwa, 2017). 
In order to further illustrate the challenging 

environment South African organisations fi nd 
themselves in, literature suggest stereotypical 
leadership assumptions are also a reality, with 
views that individuals previously excluded from 
leadership positions specifi cally based on race, 
would have an eff ect on follower perceptions 
(Eagly & Chin, 2010).

What perhaps is required to improve the current 
South African situation is thorough and guided 
diversity management and leadership. However, 
before any diversity related intervention can 
be designed or implemented would require a 
thorough assessment and understanding of the 
current situation (Mor Barak, 2015; Joubert, 2017). 
It is widely known that an African environment 
requires more research and understanding due to 
several subcultures, including more examinations 
of diverse groups and challenges associated with 
these diff erences (George, Khayesi & Haas, 2016). 
According to Spector (2019), cross-sectional 
studies have the opportunity to examine and 
gain knowledge on certain occurrences at a 
single point in time, and the basis of knowledge 
and targets of interventions would require cross-
sectional investigations. Th erefore, the current 
cross-sectional examination aims at providing up 
to date and relevant information with regards to 
diversity perspectives and leadership behaviours 
from a South African sample group. Th is will 
empower South African managers and leaders 
with adequate knowledge on the current situation 
in order to design and implement improved 
interventions related to diversity and leadership.

Diversity climate is an area of research that studies 
employees’ perceptions of an organisation’s 
diversity-related policies, practices and 
procedures (Ziegart & Hanges, 2005). According 
to Mor Borak, Cherin, and Berkman (1998), 
individuals form perceptions about the stance 
of an organisation’s diversity, whilst having their 
own take on diversity as well, and therefore the 
assessment of a diversity climate would be an 
accurate indication on how well the organisation 
is managing diversity. Early research on the 
subject matter of diversity climate was more 
concerned with the diff erences between sub-
groups, compared to fi ndings of the aggregate 
organisational diversity climate (McKay & Avery, 
2015). McKay, Avery and Morris (2008) explain 
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that diversity climate entails how social context 
is aff ected by group membership, as manifested 
in various forms of demographic diff erences. Th e 
identities of individuals are complex, especially 
deriving from group membership, self-appraisals, 
and interpersonal encounters; therefore, 
multidimensional studies are required in order 
to contribute towards the body of knowledge in 
terms of diversity (Roberson, Ryan, & Ragins, 
2017).

In terms of leadership, South Africa perhaps has 
more unique challenges within a transitional 
diverse environment. One of the current 
challenges is that South African organisations 
demonstrate signs of both Afrocentric and 
Eurocentric leadership styles, where Afrocentric 
leadership values the concept of Ubuntu 
(collective person-hood and collective morality); 
Eurocentric leadership, on the other hand, is 
more individualistic. Th e challenge for South 
African organisations is that the Eurocentric 
leadership style is still prevailing and does not 
take into account cultural archetypes (Feldman & 
Msibi, 2014). It would therefore be important to 
investigate more than one leadership style in order 
to facilitate a clear understanding of leadership 
within diverse South African organisations.

Environments associated with increased 
diversifi cation have traditionally been associated 
with transformational leadership (Kearny & 
Gebert, 2009) and servant leadership (van 
Dierendonck, 2011). Although the positive 
associations between diversity and encouraging 
leadership are well documented, it is the 
“darker” side of leadership, that is making sound 
advances in the fi eld of diversity. It is especially 
the investigations into the actual occurrence 
of leadership that does not contribute towards 
organisational effi  ciency and does more harm 
that have both researchers and organisations 
captivated (Schyns & Schilling, 2013). Th e current 
investigation therefore studied transformational 
leadership, servant leadership, autocratic 
leadership and diversity climate. Th e following 
sections are dedicated at previous literature 
fi ndings on the main constructs selected in the 
current study and is then followed by the problem 
statement, research methodology, results and 
conclusions.

Diversity climate 
Diversity is the degree to which a group’s 
confi guration of members is diff erent in terms 
of any characteristic that might be used as a 
basis for classifying people (Colquitt, Lepine, 
& Wesson, 2011). McKay et al. (2008) further 
defi ned diversity climate as the “degree to which 
a fi rm advocates fair human resource policies and 
socially integrates underrepresented employees” 
(p. 352). Diversity is not only limited to race 
and gender as there are several characteristics 
to classify people (Colquitt et al., 2011). Th ese 
characteristics can include, but are not limited 
to, gender, race, religion, education, sexual 
orientation and even age. Th ese categorical 
diff erences (diversity) necessitate management in 
order to gain full advantage of diversity within the 
organisation. Although not the primary objective 
of this study, several researchers have noted 
the advantages of diversity in the organisation 
(McKay & Avery, 2015). Research has suggested 
that implementing supportive diversity practices 
should assist with creating a positive diversity 
climate. In return, a positive climate for diversity 
should also increase organisational attachment, 
reduce absenteeism, reduce employee turnover 
and increase organisational performance (McKay, 
Avery, & Morris, 2009).

Consequently, the ability of an organisation 
to manage its most valuable diverse resource–
humans–seems to be very crucial. According 
to Basset-Jones (2005), diversity management 
forms part of the human resource management 
functions. Diversity management additionally 
forms part of the subsystems of human 
resource management that include recruitment, 
rewards, performance appraisals and employee 
development (Basset-Jones, 2005). “Diversity 
management makes everyone more aware 
of and subtle to the needs and diff erences of 
others” (Robbins, Judge, Odendaal & Roodt, 
2009, p. 90). Managing diversity entails planning 
and implementing organisational systems and 
practices to manage people so that the potential 
advantages of diversity are maximised (Cox, 
1994). Diversity management should aim to make 
the most of the capabilities of all employees in 
order to contribute towards organisational goals 
and to reach employees’ potential, irrespective of 
their race, gender, nationality or age (Cox, 1994).
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Eff ective diversity management is considered a 
process of creating and maintaining a workplace 
free of discrimination where all individuals 
involved–regardless of their distinguishing 
characteristics–feel included and supported 
(Roberge, Lewicki, Hietapelto, & Abdyldaeva, 
2011). Th ese diversity management processes are 
considered multifaceted and delicate and require 
the full attention of all those involved regarding 
the implementation of appropriate diversity 
practices and supportive activities that should 
gradually generate improved organisational 
performance (Roberge et al., 2011). Diversity 
practices refer to intentional organisational acts of 
how committed and supportive an organisation is 
towards employees of all backgrounds (Downey, 
der Werf, Th omas, & Plaut, 2015). Th ese practices 
can include, but are not limited to, using symbolic 
management to value diversity, implementing 
diversity training programmes, implementing 
cross-functional teams, stimulating improved 
communication fl ow and promoting fairness in 
human resource practices (Roborge et al., 2011).

Researchers have also proposed the diversity 
climate to be a direct understanding of how 
employees experience diversity interventions 
or programmes (Herdman & McMillan-
Capehart, 2010). One of the signifi cances of 
diversity initiatives should be a change in the 
inclusive climate (Gelfand, Nishii, Raver & 
Schneider, 2007). Th erefore, the assessment of 
an organisation’s diversity climate should be an 
accurate refl ection of how well the organisation 
is doing in terms of managing and implementing 
diversity practices. Subsequently, diversity climate 
refers to employees’ perceptions of the policies 
and practices that communicate the extent 
to which fostering diversity and eliminating 
discrimination is a priority in the organisation 
(Pugh, Dietz, Brief, & Wiley, 2008).

With regards to observed diff erences for diversity 
climate, the witnessed diff erences between 
demographic groups in the research from Mor 
Barak et al. (1998) was mainly considered due 
to the faultline theory (Lau & Murningham, 
1998); individuals and members of groups are 
inclined to form subgroups based on common 
demographic attributes, such as gender, age and 
race. Eventually these individuals form strong 

allegiances with their subgroups rather than the 
larger group (Lau & Murningham, 1998). Further 
interest with respect to group diff erences in the 
fi eld of diversity climate has also been grounded in 
the social identity theory. Individuals form social 
groups based on salient personal characteristics; 
these social groups would then derogate 
dissimilar individuals in order to advance within 
the organisation (Hogg & Terry, 2000).

Leadership 
Leadership is one of the most expansively 
researched social eff ect processes in the 
behavioural sciences (Parris & Peachy, 2013). 
Leadership is about infl uencing, motivating, 
and enabling others to contribute towards the 
eff ectiveness and success of the organisations 
at which they are employed (McShane & Von 
Glinow, 2015). While several well-known forms 
of leadership could also be included, the focus 
of this study was on transformational, servant 
leadership and autocratic leadership.

Transformational leadership 
Transformational leaders are considered the 
representatives of change; they are also individuals 
that can motivate and direct employees towards 
a new set of corporate values and behaviours 
(McShane & Von Glinow, 2015). Odumera and 
Ifeanyi (2013) confi rmed that transformational 
leaders are directed towards the attention and 
developmental needs of the individual; they 
change the mindfulness of their followers 
and assist them to view problems from a new 
perspective. Transformational leaders also serve 
as role models who help followers develop their 
own potential (Colquitt et al., 2011). Colquitt et 
al. (2011) describe transformational leadership 
as “the ability for a leader to inspire followers 
to commit to a shared vision that provides 
meaning to any employee’s daily work” (p. 496). 
Transformational leadership has been considered 
as an important behaviour in relation to diversity. 
Th e diversity within organisations will increase 
in future, and therefore the importance of 
transformational leadership in order to unlock 
potential would also increase (Fullerton & 
Toosi, 2001). Th e present study considered 
transformational leadership through the six key 
behaviours as proposed by Podsakoff , Mackenzie, 
Moorman and Fetter (1990). Th e six elements 
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include identifying and articulating a vision; 
providing an appropriate model; fostering the 
acceptance of group goals; high performance 
expectations; providing individualised support; 
and intellectual stimulation (Podsakoff  et al., 
1990). Investigations from Engelen, Gupta, 
Strenger and Brettel (2015) and Jackson (2017) 
applied the same six key behaviours when 
determining transformational leadership.

Servant leadership
Originally proposed by Greenleaf (1977), servant 
leadership in principle is considered as a service 
to followers. Greenleaf further proposed that 
great leaders are fi rstly considered as a servant 
(Greenleaf, 1977). A servant leader is also viewed 
as an individual who assumes the position of 
a steward and holds trust in the organisation 
(Reinke, 2004). In reality, this translates to 
servant leaders going beyond self-interest. 
Servant leaders are also motivated by something 
more important than the need for power, namely 
the need to serve (Luthans & Avolio, 2003). 
According to Hale and Fields (2007), servant 
leadership is “an understanding and practice of 
leadership that places the good of those led over 
the self-interest of the leader, emphasizing leader 
behaviours that focus on follower development, 
and de-emphasizing glorifi cation of the leader” 
(p. 397). Servant leadership also places a high 
value on moral behaviour, protecting followers 
from leaders who act in self-gain or selfi shness 
(Liden, Wayne, Zhao, Henderson, 2008). 
Servant leaders also demonstrate the ability to 
recognise their moral responsibility in terms of 
the success of the organisation, and the success 
of their subordinates, the organisation’s clients 
and any other interested party (Ehrhart, 2004). 
Authors like Gotsis and Grimani (2016) and 
van Dierendonck and Nuijten (2011) have 
demonstrated that servant leadership is related 
with cultures and climates for inclusion. Gotsis 
and Grimani (2016) explains servant leadership 
is considered as one of the leadership styles that 
might be of a “particular interest to the endeavour 
of nurturing inclusive climates” (p. 985). Th e 
present study considered servant leadership with 
the conceptual model as developed by Reed et al. 
(2011). According to Reed et al. (2011) servant 
leadership as a mixture of interpersonal support, 
building community, altruism, egalitarianism and 

moral integrity. Th e conceptualisation of servant 
leadership from Reed et al. (2011) was largely 
placed in context to ethical leadership.

Autocratic leadership 
Th e autocratic leadership style places more 
emphasis on performance and less emphasis 
on people (Puni Ofei, & Okoe, 2014). Th e basic 
assumption of an autocratic leader is that all 
people are lazy, negligent and not reliable (Puni 
et al., 2014). A typical autocratic leader believes 
that tasks such as planning, organising and 
controlling will not yield positive outcomes if left  
to subordinates; such functions should only be 
completed by the leader him/herself (Puni et al., 
2014). It has also been documented that a person 
with a dominant autocratic leadership style 
makes decisions alone and will typically not ask 
for any opinions or suggestions from employees 
in their work-related group (Colquitt et al., 2011). 
In most cases employees or subordinates provide 
information that the leader needs, but are not 
asked to generate or evaluate potential solutions; 
in some cases, employees are not even told about 
decisions that were made (Colquitt et al., 2011).

Autocratic leadership has been associated with 
several less desired employee and organisational 
situations. For example, autocratic leadership 
has been associated with lower job satisfaction, 
increased levels of stress and higher employee 
turnover (Bass, 1990) and group members 
voluntarily exiting a group and removing their 
expertise and contributions (Van Vugt, Jepson, 
Hart, & De Cremer, 2004). Although it might 
seem that an autocratic leadership style is 
negative, some researchers have suggested that 
the most eff ective solution to group confl ict is to 
exhibit an autocratic leadership style (Van Vugt 
et al., 2004). Th ere are also certain industries and 
organisation that require autocratic leadership 
behaviour. Autocratic leadership has been 
associated with occupations whereby increased 
levels of discipline, authority and quicker 
decisions on volatile situations are required, for 
example: military and police settings (Harms, 
Wood, Landay, Lester & Lester, 2018), emergency 
situations whereby quick decision making is 
required (Vroom, 2003), and situations that 
require turnaround or working with problematic 
employees (Goleman, 2000).
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Th e contrasting view that autocratic leadership 
might be necessitated in selective situations is 
especially relevant to the current study, especially 
for organisations and environments experiencing 
diversifi cation. Research has shown increased 
diversity can be a source of confl ict (Jayne & 
Dipboye, 2004). It would be correct to accept that 
South African organisations will further diversify 
in future and therefore may experience augmented 
confl ict. Th is view would leave South African 
organisations with a predicament. Do you ignore 
and attempt to minimise autocratic leadership in 
order to benefi t from progressive consequences 
associated with non-autocratic leadership or do 
you accommodate this type of leadership in order 
to manage confl ict? It is against this backdrop 
that autocratic leadership in conjunction with 
transformational and servant leadership should 
be assessed in order to formulate a better 
understanding of how these leadership styles 
reveals itself in diversifi ed environments.

Gender comparison with regards to leadership 
styles is a well investigated topic (Eagly, 
Johannesen-Schmidt, & Van Engen, 2003). 
Stereotypical leadership behaviour that 
demonstrates characteristics such as leading 
democratically and being interpersonally 
orientated is oft en considered as a feminine 
leadership style, whilst behaviours such as being 
instrumental, task-orientated and autocratic 
are considered a masculine leadership style. 
Th e “feminine leadership style” would typically 
resemble a transformational leader and the 
“masculine leadership style” the transactional 
leadership style (Eagly et al., 2003). Ethnic 
stereotypical leadership assumptions are also a 
reality, with views that individuals, previously 
excluded from leadership positions based on 
race, would have an eff ect on follower perceptions 
(Eagly & Chin, 2010).

From a South African leadership perspective, 
one would expect males to favour a more 
masculine leadership style and therefore be less 
transformational in an environment where the 
dominant style is instrumentally task-orientated, 
autocratic and masculine (Jackson, 2017). 
Furthermore, research indicates that females 
prefer a leadership style that is more considerate, 
democratic, interpersonally-orientated and 

transformational. Th erefore, underpinned by 
statistics indicating that the South African labour 
force is dominated by males in more senior 
positions with females earning less in all labour 
market positions (Statistics South Africa, 2018), 
we anticipate an opposite view pertaining to 
leadership for the male and female groups.

With regards to servant leadership, Xu, Stewart, 
and Haber-Curran (2015) found females 
demonstrating higher observations of servant 
leadership when compared to males, while 
previous cross- cultural investigations in which 
Western and Asian servant leadership perspectives 
were compared, revealed no signifi cant diff erence 
between individuals from China and the USA 
when comparing observations of servant 
leadership (Carrol & Patterson, 2014). From a 
South African viewpoint, Van Heerden (2015) 
found evidence to suggest statistical and practical 
diff erences for servant leadership with regard to 
ethnic and gender groups. Males recorded higher 
observations for interpersonal support, building 
community, altruism, egalitarianism and moral 
integrity. For the ethnic comparison, White 
respondents documented higher observations 
for all servant leadership characteristics (Van 
Heerden, 2015).

Stereotypical assumptions are not restricted 
to more conducive leadership styles and also 
include autocratic leadership (Harms et al., 
2018). Recent studies that investigated the 
eff ectiveness of female autocratic leaders versus 
female leaders demonstrating a more charismatic 
leadership style, were found to be less eff ective 
(Lopez & Ensari, 2014). Th is is consistent with 
the argument that greater agentic qualities 
are associated with the autocratic leadership 
style, which is commonly perceived as more 
masculine (Lopez & Ensari, 2014). While gender 
stereotyping with regards to autocratic leadership 
appears to be a reality, the preference this type of 
leadership enjoys across cultures is also a reality. 
Cultures from the Eastern regions are more 
tolerant towards autocratic leadership compared 
to individuals from European regions. Th is is 
mainly due to a historic exposure of autocratic 
leadership. It was the followers, specifi cally, who 
recorded lower preference perspectives towards 
autocratic leadership (Harms et al., 2018).
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Problem investigated 
In terms of diversity climate, fi ndings from Leslie 
(2017) suggest that subgroups, especially formed 
on race, would have considerable negative 
consequences for organisational performance; 
therefore, such a situation should rather be 
avoided. Previous comparative diversity climate 
investigations found evidence that minority 
groups and white male managers had similar 
perceptions regarding diversity climate within 
their respective organisations (Hopkins, Hopkins, 
& Mallette, 2001), while other investigations 
found considerable evidence to indicate a 
statistical diff erence when comparing diversity 
climate measurements for gender and ethnic 
groups (Mor Barak et al., 1998). An inclusion 
study by Mor Barak (2002) confi rmed the earlier 
fi ndings, with results suggesting minorities and 
females continue to feel excluded. Kundu and Mor 
(2017) support the notion of Mor Barak (2002) 
and suggested that receptivity towards diversity 
management is also statistically diff erent amongst 
gender groups. Males, specifi cally, demonstrated 
more constructive perceptions of organisational 
diversity and managerial eff ectiveness towards 
diversity when compared to females (Kundu & 
Mor, 2017).

It is acknowledged that an African environment 
requires more research and understanding due 
to several subcultures. Diverse ethnic groups and 
challenges associated with these diff erences and 
business management research from Africa has 
the opportunity to contribute empirical evidence 
towards the improvement of organisational 
leaders and policy makers (George et al., 2016). 
Based on suggestions by the fault-line theory, 
social identity theory, inherited segregation 
consequences, and organisations characterised 
by demographic group dominance, biased policy 
perceptions and stereotypical assumptions, this 
study anticipates subcultures within climates 
for diversity and leadership. Th e study aims to 
provide up to date information regarding these 
anticipated diff erences for diversity climate and 
leadership by conducting an investigation across 
race and gender groups from a South African 
sample group.

Study objectives 
Th e objective of the present study was to examine 

perspectives of transformational leadership, 
servant leadership, autocratic leadership and 
diversity climate amongst gender and ethnic 
groups within a selection of South African 
organisations.

METHOD 
Research design, method and sampling 
A quantitative research approach with a cross-
sectional design was used for this study. Th e study 
further made use of a non-probability convenience 
sample. Aft er permission had been obtained from 
participating organisations, a total of 820 printed 
questionnaires were distributed to a selection of 
South African companies based in the Gauteng 
province. Organisations from the fi nancial and 
banking sector, retail sector, industrial and 
manufacturing sectors were represented in 
the sample. Human resource managers, team 
leaders and head of departments facilitated the 
distribution and collection of questionnaires. 
Matters of confi dentiality and anonymity of the 
study were explained to all participants. A total 
of 230 responses was collected at the set deadline 
of 30 days aft er distribution, which resulted in a 
28% response rate. Th e study applied for ethical 
clearance prior to the commencement of the study 
and obtained a minimal risk classifi cation with 
research project number EMSPBS09/09/16-01/01. 
All information obtained was confi dential and the 
questionnaire used for the study did not require 
any personal details.

Sample characteristics 
Th e sample characteristics of respondents who 
participated in the current study are depicted 
Table 1 below. Majority of respondents were born 
between 1981-1990 (38.1%), consisted of males 
(52.9%), had a postgraduate degree (35.4%), were 
from the White race group (69.3%), employed 
on middle management level (45.1%) and were 
permanently employed (82.6%).

TABLE 1: SAMPLE CHARACTERISTICS

Biographical element Percentage
Date of birth

1945-1950 2%
1951-1960 4.4%
1961-1970 17.4%
1971-1980 18.4%
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1981-1990 38.1%
1990 and onward 19.7%

Gender
Male 52.9%

Female 47.1%
Qualifi cations

Matric/Grade 12 17.9%
Post-matric qualifi cation 

(diploma) 17.5%

University degree (BA, 
BCom, BSc etc.) 29.2%

Postgraduate degree 35.4%
Demographic/Ethnic group

White 69.3%
Black 24.9%

Indian 2.7%
Coloured 1.9%

Other 1.1%
Employment status

Permanent 82.6%
Temporary 17.4%

Level of employment
Senior management 15.3%

Middle / Line management 45.1%
General worker 39.6%

Measuring instruments 
Th e measuring instrument comprised a 
combination of three main sections. Th e fi rst 
section focused on obtaining demographic 
information from the sample group. Th e 
remaining sections collected data on 
transformational leadership, servant leadership, 
autocratic leadership and diversity climate.

• Th e demographic section collected 
information on participants’ date of birth, 
gender, ethnicity, tenure and an option where 
respondents had to indicate where they had 
spent the majority of their younger lives – in 
an urban or rural area. 

• Transformational leadership comprised six key 
behaviours for transformational leadership as 
described by Podsakoff  et al. (1990). Th e six 
elements include identifying and articulating 
a vision; providing an appropriate model; 
fostering the acceptance of group goals; 

high performance expectations; providing 
individualised support; and intellectual 
stimulation (Podsakoff  et al., 1990). Th e scale 
makes use of a 7-point Likert-scale, with 1 
denoting disagree strongly and 7 denoting 
strongly agree. A typical item is “My manager 
has a clear understanding of where we are 
going”. Th e original research (Podsakoff  et al., 
1990) reported a Cronbach alpha of .87 for the 
combined leadership variable. 

• Th e servant leadership dimension was 
measured by the Executive Servant Leadership 
Scale (ESLS) as developed by Reed et al. (2011). 
Th e ESLS comprises elements of servant 
leadership, namely interpersonal support, 
building community, altruism, egalitarianism 
and moral integrity. Th e ESLS has 55 scale 
items and makes use of a 5-point Likert-scale 
where 1 = totally disagree and 5 = totally agree. 
A typical item from the ESLS is “Considers 
the eff ects of organisational decisions on 
the community”. A recent South African 
application of the ESLS reported the following 
Cronbach alpha scores: Interpersonal support 
(α = 0.94), building community (α = 0.85), 
altruism (α = 0.92), egalitarianism (α = 0.84), 
and moral integrity (α = 0.90) (Van Heerden, 
2015). 

• Th e autocratic leadership variable was 
considered through a previously self-
developed autocratic leadership scale 
(McCallaghan, Jackson & Heyns, 2019). 
Similar to Hoel, Glasø, Hetland, Cooper and 
Einarsen (2010), the questionnaire focussed 
on a style of leadership where there is no 
space for employee involvement in a decision 
making process and where such involvement 
is considered unnecessary. Th e scale makes 
use of 5 Point Likert scale where 1 = Always 
and 5 = Never. A typical statement from the 
instrument reads as follow: “My manager/
supervisor does not explain his/her decisions”. 
A higher score from the instrument would 
indicate that respondents were not of the 
opinion that they are exposed to a form of 
autocratic leadership, while a lower score 
would indicate a presence of autocratic 
leadership. Th e scale previously reported a 
Cronbach alpha score of 0.88 (McCallaghan 
et al., 2019). 
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• Th e diversity climate variable was determined 
through a diversity climate measuring 
instrument and was originally developed by 
McKay, Avery, Tonidandel, Morris, Hernandez 
and Hebl (2007). Th e instrument comprises 
nine scale items and captures individuals’ 
perceptions on how the organisation was 
able to meet their expectations regarding 
eliminating discrimination and creating an 
environment of inclusiveness (McKay et 
al., 2007). Th e instrument is considered as 
a “snapshot” of the organisational diversity 
climate, although it requires individuals to 
respond. Th e diversity climate measuring 
instrument makes use of a 5-point Likert-
scale, with 1 denoting ‘well below expectations’ 
and fi ve denoting ‘well above expectations’. A 
sample item in the measuring instrument from 
McKay et al. (2007) requested participants 
to indicate how the organisation met their 
expectation regarding “Maintains diversity-
friendly work environment”. Th e original 
results from McKay et al. (2007) reported a 
Cronbach alpha score of 0.91 when reporting 
on the reliability of the scale, while a previous 
South African application of the instrument in 
a tertiary environment reported a Cronbach 
alpha of 0.90 (McCallaghan & Heyns, 2016). 

Statistical analysis 
Results from the data were analysed with IBM 
SPSS (2018) version 25.0. Exploratory factor 
analysis (EFA) was computed in order to confi rm 
validity of measurements applied in the present 
study. Th e Kaiser-Meyer-Olkin (KMO) measure 
of sampling adequacy and principal component 
analysis were used as extraction method. Th e 
KMO measure of sampling adequacy could be 
used to determine the suitability of a sample for 
factor analysis (Field, 2009). A computed KMO 
score close to one (1) demonstrates relatively 
dense patterns of correlations; therefore, a factor 
analysis should deliver distinctive, reliable factors 
(Field, 2009). A threshold larger than 1.00 for 
eigenvalues was used as criterion for factor 
selection (Field, 2009). Reliability was considered 
with calculated Cronbach Alpha and inter-item 
correlations. Suffi  cient reliability for Cronbach 
Alpha was considered at α > 0.60 = Moderate 
(Robinson, Shaver & Wrightsman, 1991) and r 
= 0.10 for inter-item correlations (Pallant, 2007). 

Descriptive statistics (means, standard deviations, 
skewness and kurtosis) were computed in order 
to determine central tendencies and normality. 
Normality was considered at 2.00 for skewness 
(Finch & West, 1997) and 4.00 for kurtosis (Field, 
2009).

One-way ANOVA’s were computed in order to 
examine group diff erences for all variables under 
investigation. Because the sampling technique 
was a non-probability convenience sample, the 
results from the group comparisons should be 
interpreted with caution. Results from ANOVA’s 
were analysed for statistical signifi cance by fi rstly 
analysing P-values. In addition, Cohen’s d-values 
were also calculated in order to determine any 
practical diff erences between the means of 
diff erent groups. According to Ellis and Steyn 
(2003), d-values can be interpreted as follows: 
d = 0.2 – small eff ect, no practically signifi cant 
diff erence; d = 0.5 – medium eff ect, practically 
signifi cant diff erence; d = 0.8 – large eff ect, 
practically signifi cant diff erence.

RESULTS 
Th e results are presented in two sections. Th e 
fi rst section comprises of validity, reliability and 
descriptive results. Th e second section denotes 
results obtained from the ANOVA calculations. 
Due to insuffi  cient data, ethnic groups were 
restricted to only the White and African groups.

Validity
Th e results collected from individual exploratory 
factor analysis with examinations of scree plots 
and eigenvalues showed that all measurement 
scales applied in this study could be considered 
one-dimensional.

Th e executive servant leadership section revealed 
the following results: Interpersonal support had 
71.4% of the variance explained with an eigenvalue 
of 4.29 (KMO = 0.89) for the fi rst factor extracted. 
Th e building community factor had 65.0% of 
the variance explained with an eigenvalue of 
3.25 (KMO = 0.84) for the fi rst factor extracted. 
Altruism explained 79.1% of the variance with 
an eigenvalue of 3.17 (KMO 0.85) for the fi rst 
factor extracted. Egalitarianism explained 75.6% 
of the variance with an eigenvalue of 3.02 (KMO 
= 0.81) for the fi rst factor extracted, with moral 
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integrity explaining 71.6% of the variance with 
an eigenvalue of 4.30 (0.92) for the fi rst factor 
extracted.

Th e transformational leadership section revealed 
the following results: Vision articulation had 
78.21% of the variance explained with an 
eigenvalue of 3.91 for the fi rst factor extracted 
(KMO = 0.87). Role modelling had 93.24% of 
the variance explained with an eigenvalue of 
2.80 for the fi rst factor extracted (KMO = 0.76). 
Goal acceptance had 88.17% of the variance 
explained with an eigenvalue of 3.53 for the fi rst 
factor extracted (KMO = 0.87). High performance 
expectations had 78.77% of the variance explained 
with an eigenvalue of 2.36 for the fi rst factor 
extracted (KMO = 0.70). Individual consideration 
had 56.39% of the variance explained with an 
eigenvalue of 1.69 for the fi rst factor extracted 
(KMO = 0.50). Intellectual stimulation had 82.48% 
of the variance explained with an eigenvalue of 
3.30 for the fi rst factor extracted (KMO = 0.84).

Th e fi rst factor extracted from the autocratic 
leadership variable explained 55.36% of the 
variance with an eigenvalue of 4.43 (KMO = 
0.89). For diversity climate, the single factor 
extracted explained 60.60% of the variance with 

an eigenvalue of 5.45 (KMO = 0.90).

Descriptive and reliability results 
Table 2 comprises the descriptive and reliability 
scores for all variables and factors considered in 
this study. All Cronbach alpha, mean inter-item 
and normality scores for the four main factors 
(aggregate scores), namely diversity climate, 
transformational leadership, servant leadership 
and autocratic leadership were deemed acceptable.

A closer inspection of table 2 demonstrate the 
sample group recorded a conducive perspective 
with regards to diversity climate. Both the 
transformational leadership and servant 
leadership results were within the scales “agree” 
and “very much” range respectively. With regards 
to autocratic leadership, respondents indicated 
they were not really exposed to autocratic 
leadership behaviours.

Group comparisons 
One-way ANOVA’s were computed in order to 
compare leadership and diversity climate mean 
scores between gender and ethnic groups. the 
means of all variables across demographic groups. 
Table 3 below illustrates the comparative results 
between the gender groups.

TABLE 2: DESCRIPTIVE AND RELIABILITY RESULTS FOR ALL VARIABLES 

Variable Mean SD Skewness Kurtosis Cronbach 
alpha

Inter-item 
correlation

Diversity climate 3.39 0.78 -0.48 0.02 0.92 0.55
Transformational 
leadership 5.05 1.20 -0.97 0.17 0.86 0.70

Vison articulation 5.13 1.35 -0.99 0.41 0.93 0.73
Role modelling 5.05 1.67 -0.92 -0.22 0.96 0.89
Goal acceptance 5.22 1.47 -1.02 0.37 0.96 0.84
High performance 
expectations 5.43 1.24 -0.83 -0.05 0.86 0.68

Individual consideration 4.53 1.25 -0.30 0.17 0.62 0.27
Intellectual stimulation 4.95 1.41 -0.76 -0.05 0.93 0.77
Servant Leadership 3.55 0.84 -0.68 0.13 0.97 0.63
Interpersonal support 3.58 0.90 -0.66 -0.00 0.92 0.66
Building community 3.64 0.75 -0.70 0.49 0.86 0.56
Altruism 3.46 0.93 -0.55 -0.10 0.91 0.72
Egalitarianism 3.51 0.92 -0.69 0.00 0.89 0.67
Moral integrity 3.59 0.90 -0.74 0.19 0.92 0.66
Autocratic leadership 3.69 0.90 -0.57 -0.27 0.88 0.48
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A closer inspection of Table 3 demonstrate that 
medium practical eff ects were observed when 
comparing observations of transformational 
leadership aggregate (p = 0.04; d = 0.27), vision 
articulation (p = 0.01; d = 0.35) and intellectual 
stimulation (p = 0.04; d = 0.28). Male respondents 
recorded higher observations for all variables 
demonstrating medium practical diff erences 
when compared to their female counterparts.

With regards to servant leadership variables 
revealed medium practical diff erences 
interpersonal support (p = 0.02; d = 0.30) and 
egalitarianism (p = 0.01; d = 0.34). Th e male 
respondents recorded higher perspectives for 
interpersonal support and egalitarianism when 
compared to female respondents.

Table 4 below denotes the results obtained from 
comparing leadership and diversity climate 
observations between the White and African 
groups.

A closer inspection of table 4 exhibits a situation 
whereby medium practical diff erences were 
observed between the White and African 
group for role modelling (p = 0.04; d = 0.34), 
goal acceptance (p = 0.04; d = 0.34) and high 
performance expectations (p = 0.01; d = 0.29). Th e 
African group recorded higher observations for 
all of these transformational leadership variables 
than their White fellow respondents.

Th e results for servant leadership variables 
revealed medium practical diff erences for the 
servant leadership aggregate score (p < 0.01; d = 
0.44), interpersonal support (p = 0.01; d = 0.43), 
building community (p < 0.01; d = 0.49), and 
moral integrity (p = 0.03; d = 0.38). Th e African 
group reported higher opinions for all these 
servant leadership variables than their White 
counterparts. A statistical signifi cant and large 
practical diff erence was reported between the 
White and African groups for altruism (p < 0.01; 
d = 0.52), with the African respondents recording 

TABLE 3: GENDER GROUP COMPARISONS

Male Female
P-value Cohen’s 

d-value Eff ect
Mean SD Mean SD

Diversity climate 3.44 0.76 3.33 0.81 0.29 0.14 Small
Transformational 
leadership 5.20 1.13 4.88 1.25 0.04* 0.27 Medium

Vison articulation 5.36 1.17 4.89 1.48 0.01* 0.35 Medium
Role modelling 5.22 1.66 4.85 1.67 0.10 0.22 Medium
Goal acceptance 5.35 1.44 5.08 1.50 0.16 0.18 Small
High performance 
expectations 5.59 1.18 5.23 1.28 0.07 0.29 Medium

Individual 
consideration 4.62 1.26 4.53 1.24 0.61 0.07 Small

Intellectual stimulation 5.14 1.34 4.75 1.46 0.04* 0.28 Medium
Servant Leadership 3.66 0.83 3.44 0.83 0.05 0.27 Medium
Interpersonal support 3.71 0.88 3.44 0.91 0.02* 0.30 Medium
Building community 3.69 0.79 3.57 0.72 0.23 0.16 Small
Altruism 3.55 0.90 3.35 0.97 0.12 0.21 Medium
Egalitarianism 3.66 0.90 3.35 0.93 0.01* 0.34 Medium
Moral integrity 3.69 0.91 3.47 0.89 0.07 0.24 Medium
Autocratic leadership 3.73 0.79 3.63 1.01 0.40 0.11 Small
Note: p < .05* is signifi cant
d-values were interpreted as: d = 0.2 – small eff ect, no practically signifi cant diff erence; d = 
0.5 – medium eff ect, practically visible diff erence; d = 0.8 – large eff ect, practically signifi cant 
diff erence.
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higher perspectives when compared to the white 
group.

CONCLUSION 
Th e objectives of this paper was to examine 
perspectives of gender and ethnic groups with 
regards to their perspectives on diversity climate, 
transformational leadership, servant leadership 
and autocratic leadership.

Th e results from the South African sample 
group reveals that Males, Females, White and 
African respondents considered diversity climate 
statistically equal. As far as the sample group is 
concerned, this should be viewed as a positive 
result. Previous research found evidence that both 
gender and ethnic groups recorded statistical 
signifi cant diff erent perspectives with regards 
to diversity climate (Mor Barak et al., 1998; 
Mor Barak, 2002; Kundu & Mor, 2017). Earlier 
concerns raised on the possible impact of the 
faultline theory, social identity theory and biased 

perceptions towards corrective polices might 
have on the diversity climate can therefore be 
dismissed for the specifi c South African sample 
group.

Statistical and practical diff erences (medium) 
between the Male and Female groups were 
observed for transformational leadership and 
vision articulation. Th e males specifi cally recorded 
higher observations for both transformational 
leadership and vision articulation. Th e results 
therefore confi rm previous results of Jackson 
(2017) who also found evidence that South males 
would record higher levels of transformational 
leadership. It would therefore seem accurate 
that gender stereotypical leadership notions as 
proposed by Eagly et al. (2003) might be a realistic 
phenomenon in South African sample groups.

Th e results of the ethnic comparison on 
transformational leadership found statistic and 
practical diff erences for role modelling, goal 

TABLE 4: ETHNIC GROUP COMPARISONS

White African
P-value Cohen’s 

d-value Eff ect
Mean SD Mean SD

Diversity climate 3.42 0.73 3.39 0.90 0.10 0.04 Small
Transformational 
leadership 4.98 1.27 5.28 0.95 0.07 0.27 Medium

Vison articulation 5.02 1.42 5.45 1.16 0.15 0.33 Medium
Role modelling 4.91 1.77 5.44 1.34 0.04* 0.34 Medium
Goal acceptance 5.12 1.51 5.58 1.23 0.02* 0.34 Medium
High performance 
expectations 5.36 1.26 5.71 1.14 0.01* 0.29 Medium

Individual 
consideration 4.66 1.33 4.43 0.95 0.37 0.20 Small

Intellectual stimulation 4.85 1.46 5.23 1.29 0.14 0.28 Medium
Servant Leadership 3.47 0.87 3.81 0.66 0.00* 0.44 Medium
Interpersonal support 3.49 0.94 3.85 0.74 0.01* 0.43 Medium
Building community 3.56 0.76 3.90 0.62 0.00* 0.49 Medium
Altruism 3.33 0.98 3.78 0.74 0.00* 0.52 Large
Egalitarianism 3.46 0.97 3.70 0.79 0.07 0.27 Medium
Moral integrity 3.51 0.95 3.83 0.72 0.03* 0.38 Medium
Autocratic leadership 3.67 0.90 3.69 0.88 0.37 0.02 Small
Note: p < .05* is signifi cant
d-values were interpreted as: d = 0.2 – small eff ect, no practically signifi cant diff erence; d = 
0.5 – medium eff ect, practically visible diff erence; d = 0.8 – large eff ect, practically signifi cant 
diff erence.
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acceptance and high performance expectations, 
it was specially the African group that recorded 
higher perspectives for the signifi cant diff erences. 
Th ere seems to be contradicting previous 
results on ethnic comparisons with regards to 
transformational leadership behaviour in South 
Africa. While Booysen (2001) found considerable 
evidence to support statistical diff erences between 
African and White managers pertaining to 
leadership behaviours, Litrell and Nkomo (2005) 
did not fi nd any support to suggest that African 
or White managers favour certain leadership 
behaviours. Booysen (2001) found that African 
managers scored higher regarding collectivism 
and humane orientation compared to their White 
counterparts; whilst White managers recorded 
higher leadership behaviour for uncertainty 
avoidance, assertiveness, future orientation, 
gender egalitarianism and performance 
orientation. While the present study did not 
duplicate the leadership behaviours from the 
Booysen (2001) study, these leadership variables 
are conceptually still similar to the present study.

With regards to servant leadership, males from 
the sample group recorded statistically higher 
perspectives for interpersonal support and 
egalitarianism. Similar studies found that females 
demonstrated higher levels of servant leadership 
than males (Xu et al., 2015), while a South African 
study demonstrated higher levels for the male 
groups (Van Heerden, 2015).

Th e ethnic comparisons for the investigated 
servant leadership variables demonstrated 
the most noticeable diff erences. Statistically 
signifi cant (medium practical diff erence) was 
observed for the servant leadership aggregate 
variable, interpersonal support, building 
community and moral integrity. Th e altruism 
variable revealed a statistically signifi cant and 
large practical diff erence. Th e African group 
recorded higher servant leadership observations 
for all of these variables. Contrary to the fi ndings 
of the present study, Van Heerden (2015) found 
noticeable diff erences for all servant leadership 
characteristics, with higher observations for the 
White group when compared to the African group. 
We can only confi rm the reasons for the ANOVA 
observations via a qualitative study; a speculative 
reason, however, could be found in the notion 

of Feldman and Msibi (2014) who illustrated 
that South African organisations show signs of 
both Afrocentric leadership values through the 
concept of Ubuntu (collective personhood and 
morality) and Eurocentric leadership. According 
to Feldman and Msibi (2014), the Eurocentric 
type of leadership is still very dominant and 
does not take cultural archetypes into account; 
it might therefore present challenges for South 
African organisational leaders. Th e fi ndings from 
the present study confi rm the notion of Feldman 
and Msibi (2014) with empirical evidence that 
African respondents recorded higher levels of 
interpersonal support, building community, 
altruism, egalitarianism and moral integrity, 
compared to their White counterparts.

Th e autocratic leadership comparison between 
gender and ethnic groups did not yield any 
signifi cant result. Th is fi nding should be 
considered as positive for the specifi c South 
African sample group as it demonstrates none of 
the demographical groups considered themselves 
to be subjected to autocratic leadership, which in 
return might also be an indication that managers 
and leaders are not opting for a poorer form of 
leadership depending in your race or gender.

Limitations and recommended future research 
We are realistic that the present study was not 
faultless. Firstly, the quantitative approach 
does not confi rm explanations on why certain 
leadership traits are statistically and practically 
recorded higher or lower between gender and 
ethnic groups. Th e convenience sampling restricts 
generalisation and results should be interpreted 
as a refl ection of the sample group. Th e low 
number of respondents remain a concern. Ethnic 
comparisons were restricted the White and African 
groups due to insuffi  cient amount of respondents 
for the Indian and Coloured groups. A shorter 
measuring instrument and organisations targeted 
from other regions in South Africa might perhaps 
improve the specifi c limitation.

For this study to provide reasons on practical and 
signifi cant diff erences between gender groups 
with regards to transformational leadership and 
vision articulation would only be speculative. 
Th e explanation for this observations however 
warrants further investigations in order to 
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determine the reason why male respondents would 
recognise transformational leadership traits like 
vision articulation more frequently. Comparing 
the present study results with previous fi ndings of 
ethnic transformational leadership diff erences was 
found to be contradictive. Accurate reasons for the 
contradicting ethnic comparative results would 
only be speculative with the current quantitative 
data and a future qualitative study will be able to 
provide clarity on leadership inclination between 
ethnic groups. Th e servant leadership results 
with regards to gender and ethnic comparisons 
further demonstrated diff erent results compared 
to previous examinations. Future studies might 
have to consider targeting specifi c industries and 
environments and applying qualitative methods 
in order to determine when and where diff erent 
gender and ethnic groups would record higher 
perspectives of servant leadership qualities.

Th eoretical and managerial implications 
Th e one-dimensional diversity climate 
measurement can provide a perspective on well 
the organisation is doing in terms managing 
diversity. Organisations should strive to maintain 
a healthy diversity climate and an assessment 
of diversity related perspective should be 
preferably conducted regularly. Sub-cultures 
within African organisational environments can 
be detrimental towards the overall performance 
of the organisation (George et al., 2016) and 
would therefore require constant attention and 
assessment.

Furthermore, managers and leaders should pay 
careful attention to prevailing transformational 
leadership traits in South African organisations. 
Th e study was able to fi nd evidence that males 
record higher observations for transformational 
leadership and articulating a vision, while 
African groups recorded higher observations 
for transformational leadership, vision 
articulation, role modelling, goal acceptance 
and high performance expectations. Taking into 
consideration that majority of South African 
organisations are in transition in order to correct 
historic imbalances, careful attention should 
be directed towards the overall improvement of 
transformational leadership skills as displayed by 
leaders and mangers. Transformational leaders 
are considered the representatives of change and 

they can motivate and direct employees towards 
a new set of corporate values and behaviours 
(McShane & Von Glinow, 2015).

Th e fi ndings on statistical and practical diff erences 
in terms of servant leadership traits (interpersonal 
support, building community, altruism and 
moral integrity) between ethnic groups reconfi rm 
notions that South Africa has a unique leadership 
landscape. Organisations that would like to 
experience the full benefi ts servant leadership 
across all ethnic groups should take serious note 
of the ethnic diff erences and implement strategic 
“pin-point” interventions. It is clear from the 
sample group that White respondents experience 
and record diff erent perceptions relating to 
servant leadership and associated behaviours, 
and this might have a direct consequence on 
individual and team level eff ectiveness (Hu & 
Liden, 2011). Servant leadership has the ability 
to address ethical and moral challenges within 
organisations, it would therefore be imperative 
for organisations who desires the benefi ts of 
increased ethical behaviour and high morality 
to shift  their focus to the improvement of the 
servant leadership behaviours across all ethnic 
groups. According to Reed et al., (2011) servant 
leadership holds a promise of “ethical leadership 
that can assist to confi gure a business climate in 
which value creation shares the stage with moral 
accountability and the production of goods or 
services is anchored in social concern” (p 431). 
According to the results, males also reported 
higher observations for interpersonal support 
and egalitarianism. Organisations who desires 
improved teamwork and overall fairness should 
direct their attention towards the improvement 
of leadership behaviours associated with 
interpersonal support and egalitarianism and be 
especially considered in these areas where females 
form part of the group or team.
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INTRODUCTION 
For the last 30 years, Performance Management 
Systems (PMS) have become a strategic 
management tool aimed at improving the 
performance of the South African local government 
sector. Although PMS was developed to assist 
decision makers to contributes towards important 
outputs relating to core management activities, 
training and development (including the ability 
of employees to perform their duties) has been 
one of the key aspects that defi nes organisational 
performance. In addition, municipality senior 
offi  cials (authorities) acknowledged the 
importance of investing on employees’ skills and 
abilities with the primary objective of enhancing 
performance. Identifi cation of suitable training 
and development programmes is critical in 
achieving this primary objective.

Moletsane (2012:1) has asserted that defi ciencies 
relating to poor service delivery in the local 
government sector has recently attracted a lot 
of attention. According to Radebe (2008) the 
motive behind the application of a PMS was to 
improve the delivery of public services by the 
municipalities to the citizens. Authorities in 
government have acknowledged that improved 
service delivery objectives have supported the 
facilitation of the national development priorities 
which were accomplished through the application 
of a performance management system (Pessima, 
2009:11). Consequently, all key stakeholders 
concerned with the provision of municipal 
services must strive towards improving services 
for attaining the goals and objectives of the 

municipality and relevant national government 
developmental goals.

Th e need to establish and implement a 
Performance Management System (PMS) in 
municipalities or local government sectors 
was outline in the Systems Act 32 of 2000. 
Consequently, the founding principles suggest 
that a PMS should be a practical system aligned 
to a municipality’s general management 
activities. Armstrong (1995:423) stated that, 
“both the public and private sector view the PMS 
as a process which guarantees that the employees 
know what is required of them and on what basis 
performance and contribution will be assessed”

Problem statement 
Despite progress made on the general 
administration and applications of PMS, 
municipalities are continuously challenged by 
ineff ective provision of services to the citizens. To 
be more effi  cient, Kgechane (2013:1) directed that 
municipalities can only realise the precise purpose 
and objectives of a PMS when performance 
monitoring and evaluation processes are in place. 
Defi ciencies relating to expertise and capacity 
levels of employees are a major contributing 
factor of poor service delivery in municipalities. 
According to Sebashe (2010:31), all public service 
departments, local governments and public 
institutions must ensure that suffi  cient capacity 
is built through all levels of employees. Lack of 
adequate employee capacity and capabilities 
have compromised the performance of many 
municipalities and ultimately left  the majority of 
communities without access to basic services.

PERCEPTIONS OF MANAGEMENT TOWARDS IMPROVING 
PERFORMANCE MANAGEMENT THROUGH TRAINING AND 
DEVELOPMENT IN A MUNICIPAL ENVIRONMENT: A SOUTH 

AFRICAN CASE STUDY

M.E. Selesho
University of Johannesburg
Johannesburg, South Africa
E-mail: lsngcobo@uj.ac.za

LS Ngcobo
University of Johannesburg
Johannesburg, South Africa



1038
WWW.IBC-CONFERENCE.COM

Despite progressive interventions made by the 
government and given the magnitude of service 
delivery protests over the past two decades, it 
can be established that the government’s eff orts 
and interventions did not live up to required 
expectations or the desired outcomes and that 
is to deliver eff ective and effi  cient services to the 
people.

Service delivery in municipalities failed to meet 
the required expectations post 1996 due to 
variety of factors such poor economic conditions 
in support of local economic development , 
operations, maintenance, employees’ capacity 
and skills (African Development Bank, 2000:29). 
According to Shaidi (2013) service delivery 
in local government sector has increased 
considerably since 2004 as a result of unsuccessful 
implementation of legislation governing delivery 
of services in local government sphere. Previous 
scholars (Van Donk, Swilling, Pieterse, & 
Parnell:2008) argued that there is a signifi cant 
improvement in municipal service delivery in 
many areas and townships, however assume 
that protests may be due to political confl icts. 
Service delivery protests are and still being used 
by communities as a mechanisms to advance 
the distress endured because of poor delivery of 
municipal services in their respective municipality 
areas.

Th erefore, it is imperative for municipalities 
to measure, review and audit performance 
with the purpose of evaluating the relevance 
of their District Municipality Development 
Strategy alignment with that of the Provincial 

Development Plan. Th e importance of strategic 
alignment to functions and activities is to keep 
track of progress and see where the gaps and the 
challenges were in order to improve services in 
future. Performance of municipalities (DPLG 
annual report, 2008:17) is measured through 
key performance indicators (KPIs) set out and 
aligned with the municipal strategy as directed 
by in the Integrated Development Plan (IDP). 
Key performance indicators are expressed both 
in fi nancial and non-fi nancial outputs: fi nancial 
variables mainly relate to performance with direct 
fi nancial implications, whereas non-fi nancial 
indicators relate to the developmental aspects 
of performance. According to Clardy (2013), 
non-fi nancial indicators on KPIs in a PMS are 
generally known as “value adding behaviours”.

Collins and Druten (2003:24) revealed that: 
“Researchers have produced compelling evidence 
for the causal link between how workers are being 
recruited, employee performance, service delivery 
and organisational productivity. Th ey argue that 
the eff ectiveness of human resource practices, 
particularly employee selection procedures, 
performance appraisals, rewards and benefi ts 
management, training and development oft en have 
a direct bearing on organisational productivity 
and employees service delivery”. Th is is further 
illustrated in table 1. Source: Posthuma et al 
(2018)

Aim of the Study 
Th e aim of this study was to establish 
management perceptions on the application of 
Performance Management System (PMS) as a 
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tool to improve employee performance through 
training and development in a South African 
municipal environment. Th is paper aims to 
provide an overview of the perspectives towards 
a more eff ective and sustainable performance 
management system.

Research Questions 
What are the perceptions of management towards 
improving performance management through 
training and development in a South African 
municipal environment?

Objectives 
• To identify ways of improving local municipal 

performance. 
• To identify the role of PMS in identifying 

training and development requirements 
• To identify challenges facing both senior 

management and line management in 
identifying relevant training and development 
needs for the Local Municipality’s employees. 

LITERATURE REVIEW 
In an eff ort to investigate the research questions 
for the purpose of reaching a solution to 
the problem, an evaluation of the prevailing 
knowledge was conducted in order to explore 
the existing body of knowledge. Data sources 
accessed from both national and international 
publications relating to the PMS tool and other 
relevant legislation governing the applications of 
the concept in municipal settings were consulted. 
Understanding the research through the insights 
of previous scholars in relation to the current 
knowledge is the critical point of departure in 
research.

Th e literature review also covered present 
applications and practices of PMS, including 
challenges found in the local government sector. 
Important arguments relating to core variables 
such as training and service delivery were also 
covered. Th e business model of South African 
municipalities through the use of the Integrated 
Development Plan (IDP) as a strategy aligned 
to developmental goals is presented. Th e key 
concepts underpins the study are as follows:

Performance Management Systems (PMS): 
According to Armstrong and Baron (1998), 

the performance management concept was 
originally introduced in the 1970s as an informal 
process of measuring performance. Th e concept 
has evolved for the past three decades and the 
defi nitions outlined below refl ect the progression 
of the concept at that time. Fowler (1990) defi ned 
performance management as follows:

An organisation of work to achieve the best possible 
results. From this simple viewpoint, performance 
management is not a system or technique, it is the 
totality of the day to day activities of all managers.

Training and Development: According to 
Nassazi (2013:16), training and development are 
common exercises used to achieve the balance 
between current and predicted performance. 
Furthermore, Gordon (1992:235) defi ned 
training as the deliberate and systematic change 
of behaviour through learning interventions 
that result in the attainment of improved levels 
of knowledge, skills and competencies to enable 
work to be carried out eff ectively.

Municipal Performance Management Models: 
Chapter 6 of the Municipal Systems Act (2000:51) 
guides municipalities on the process to be 
followed when formulating a PMS. Furthermore, 
frameworks and guidelines overseeing the 
implementation of a PMS are also provided as 
support mechanisms to enable municipalities to 
implement a PMS with minimal challenges. Over 
and above these interventions, the absence of 
proper frameworks or models applicable in the 
PMS body of knowledge will render the process 
useless and ineffi  cient (Eygelaar & Uys, 2004:33).

Methodology 
A qualitative approach was adopted to conduct 
the study and a purposeful sampling technique 
was used to select participants. Th e research is 
a phenomenological study with the intention of 
developing a better understanding by exploring 
the views and perceptions of PMS users. A 
qualitative research approach was used because 
the study is about attempting to generate new 
knowledge through people’s understanding and 
perceptions about the application of (PMS) and 
in addition to this seek to discover problems 
exists within the phenomenon. Qualitative 
research approach aff ord the researcher with an 
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in depth conception about a social phenomenon 
(Silverman, 2001:32).

In this research, the population comprised 2 092 
employees. Th is number disregarded the type and 
nature of employment except for casual contact 
employees, who are normally employed for a 
period not exceeding three months.

Six employees from various managerial levels were 
interviewed and open-ended questionnaire was 
used to gather data. Open-ended or unstructured 
interviews were used to gather data. Leedy (1993) 
asserted that a qualitative research study may use 
numerous forms and methods of data collection, 
and such methods may include observations, 
interviews, writing documents and audio-visual 
materials. In this study, interviews (face-to-face) 
using unstructured questionnaire and was chosen 
to collect data. Leedy and Ormrod (2010) argued 
that face-to-face interviews have a greater ability 
to produce a high response rate compared to 
other data collection methods.

A sample frame made from six respondents from 
various departments and sections. Respondents 
were identifi ed and drawn as follows:

1. executive director (a Section 56 appointee). 
2. middle managers (operational).
3. middle managers (support services).

Th e above sample selected in terms of their 
distinguishing roles in the municipality. Other 
respondents were perceived as implementers 
of the PMS and training, whereas some were 
perceived to be aff ected by the actions of their 
colleagues.

Th e open-ended questionnaire method 
designed for the research was chosen for the 
in-depth quality of data required. Th e research 
questionnaire is made up of 19 questions grouped 
into four (4) sections (see attached Annexure A). 
Questionnaire sections may be briefl y described 
as follows:

• Section A: consisted of four questions to 
gather brief background information, work 
experience, participants’ understanding of 
the concept of PMS and the perceived roles 

played by the participants.
• Section B: comprised of three questions about 

employees’ capabilities and performance in 
the workplace. 

• Section C: consisted of seven questions related 
to training and development. Th is section 
sought to understand the employees’ views 
and perceptions regarding how the factors 
aff ecting the implementation or direction of 
training in the municipality.

• Section D: contained fi ve questions which 
involved the relationship between PMS 
and training. It also sought to explain the 
signifi cance of applying PMS with the purpose 
of improving training.

Data was analysed using thematic content analysis. 
Th is method was underpinned by contextual 
meaning derived from responses provided during 
interviews (Hsieh & Shannon, 2005:1278). Th e 
generation of themes from coded data will be 
used as an approach to gradually understand 
and interpret various responses and behaviours 
provided by participants through categories. 
Th e categories to be used will be devised from 
underpinning constructs of phenomena studied 
and frameworks used in practice, especially in the 
local government setting.

Data collection 
Th e data collection and data analysis approach 
were aligned to ensure consistency with research 
objectives and literature review. It followed four 
(4) stages that are detailed below. As it has been 
noted in methodology section, interviews were 
used to collect empirical data.

All interviews were conducted during offi  cial 
offi  ce hours and were recorded to ensure that 
responses were captured without any alterations 
or human errors. Observations and ad hoc body 
language aspects displayed by participants during 
interviews were separately noted and captured 
manually. Th e duration of each interview was 
planned for 60 minutes and the average duration 
was 50 minutes.

Th e language used or spoken during interviews 
required translation into transcripts; therefore, 
defi ning the rules of the process during the 
translation of the recorded interviews were 
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signifi cant. In an open-ended interview, the 
researcher had limited control on the proceedings 
or discussions in relation to responses and 
answers provided by participants.

Stage 1. All six Interview recordings were 
transcribed into English (verbatim) using 
Microsoft  Word format. Open-ended interviews 
generate a lot of raw data. Transcripts served as an 
important source of primary data and the benefi ts 
of converting interviews into transcripts is critical 
for the purpose of data preparation and sorting. 
Preparation and sorting helped to identify similar 
topics, sub-topics, and concepts contained in the 
transcripts and furthermore enhance ease of data 
categorisation. Schamber (2000) defi ned coding 
is a process of grouping words that could be 
coded under the same category.

Stage 2. Aft er concluding the process of 
establishing codes from interview transcripts, the 
process of identifying codes with similar meaning 
or context was undertaken. Furthermore, data 
was processed with the purpose of establishing 
themes or categories. Generated codes were 
aligned to the main research questions and a 
theoretical construct was discussed as per the 
review of literature.

As indicated above Schamber (2000), this exercise 
was crucial because the study does not suggest 
the development of a new model of PMS; instead, 

it is intended to enable better understanding 
within management perceptions towards the 
existing usage of the framework or PM model. 
Codes with similar meanings and contexts were 
grouped together. Th e process concluded with 
six themes generated from the preliminary data 
coding process.

Stage 3. Th emes generated were further aligned 
to three variables of the study: performance 
improvement, training and development and 
management perspectives. Th is stage of the study 
also did not seek to develop a new idea, but 
rather to understand the perceptions of users and 
develop processes to ensure that, amongst other 
benefi ts of PMS, these processes can be explored 
as options to identify training and development 
needs and improved performance management 
in the Municipality.

Th e participants were asked 19 questions. Th e 
responses are briefl y summarised in the fi gure 1. 
below

Th e research revealed both signifi cant similarities 
and diff erences in the responses provided by 
participants. Data coding from the sub questions 
were conducted and subsequently six themes 
were identifi ed. Th ese themes were aligned back 
to the objectives of the study in relation to the 
study’s variables. Th e themes were discussed in 
terms of three identifi ed variables that underpin 

FIGURE.1: PROCESS OF NUMBERING CODES AND THEMES
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the objectives of the research. Figure 1. Illustrates 
the process used to develop coding and theme 
numbering.

While Figure 1 presented the guide to the process 
followed by the researcher to develop numbering 
for various codes and themes generated during 
the data analysis process, the data is presented in 
tabulated in Table 2 below: form in this section. 
Two biological questions (organisational and the 
level of management -excluded) and seventeen 

questions (a total of 19 questions) are tabulated, 
six respondents and coding is presented on Table 
2.

IDENTIFICATION AND LABELLING OF 
CODES 
Research questions were identifi ed by a 
combination of a section category and question 
number. Th e numbering was aligned to categories 
of the questionnaire.

TABLE 2: DATA CODING

Question P1
response

P2
response

P3
response

P4
response

P5
response

P6
response

Codes 
generated

Question 3

Th eoretical 
defi nition of 
PMS

“A concept 
that has been 
designed to 
maximise the 
output of the 
employees in 
terms of func-
tionalities. 
You defi ne the 
functions and 
how you would 
monitor those 
functions and 
you need to also 
have a tool.” 

“Is a planned 
agreement be-
tween my sub-
ordinates and 
myself so that 
we can make 
sure that we 
achieve the 
goal of the 
unit. So, I sit 
annually with 
each of my 
subordinates 
and I draw 
up an agree-
ment and we 
agree to all the 
parts of the 
job descrip-
tion and what 
they want to 
achieve and 
what we want 
to achieve.”

“Goal man-
agement, so 
you must 
set goals or 
KPIs, it must 
be agreed 
between the 
manager and 
the subor-
dinate and 
then it must 
be measured 
on a frequent 
basis, (every 
three months 
or every six 
months). 
Th en there 
must be 
some evalu-
ations so if 
you don’t 
achieve 
your targets, 
something 
must hap-
pen to you 
and if you 
do achieve 
your targets, 
there must 
be some re-
ward. Small 
bonus or 
something 
or a pat on 
the shoulder, 
or whatever, 
you know. 
It must be 
something.”

“Th e organ-
isation will 
never be able 
to determine 
whether it 
reaches its 
goals or not, 
if you don’t 
measure 
something 
it won’t get 
done. Th e in-
dividual 
performance 
obviously 
says those 
people need 
to perform 
for the 
organisation 
and it start 
with organ-
isational per-
formance, in 
local govern-
ment – it 
starts with 
IDP where 
you set ob-
jectives.”

“You have 
to have a 
defi ned job 
description 
that looks at 
work to be 
done looking 
at work to do 
reach goals. 
It would 
also indicate 
qualifi ca-
tions and 
training 
needs, do 
gap analy-
sis. Put the 
performance 
plan together 
aft er look-
ing at gaps 
and one 
has to have 
a regular 
performance 
evaluation. 
Discuss 
evaluation 
with incum-
bent.”

“It is a way 
to measure 
the outputs 
of every in-
dividual for 
two reasons, 
to know 
what to do 
and man-
agement to 
have control 
mecha-
nisms.”

Mecha-
nism to 
improve 
perfor-
mance
Maximise 
outputs
Agreement 
between 
employer 
and em-
ployees
Enable 
users to set 
goals and 
objectives
Frequent 
measure-
ment and 
evaluation
Identify 
training 
needs and 
gaps
Rewards
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Question 4

Participant 
role players

“We are giving 
guidance. We 
are not taking 
an overall 
responsibility 
in terms of 
performance 
management 
throughout 
the entire 
municipality. 
We’re giving 
guidance.”

“So it’s more 
a leadership 
role and 
manages, 
how the guys 
that do the 
actual work, 
so they man-
age artisans 
and the tech-
nical people 
and make 
sure that we 
achieve the 
goals.”

“Managing a 
coordinated 
role, ensure 
system and 
processes in 
place. Ensure 
information 
and reports.

Establishing 
PMS system 
and review it 
frequently.”

“Is to iden-
tify gaps, 
point them 
out and have 
interac-
tions with 
incumbent, 
management 
and HR de-
velopment.”

“Recruit-
ment and 
selection. To 
get the right 
person for 
the right job. 
If you get 
that process 
correct. 
I also assist 
in study, 
development 
of people, 
personnel 
problems, 
referrals, to 
ensure that 
person is 
healthier in 
his work.”

Providing 
support 
and guid-
ance
Provide 
leadership 
and man-
age perfor-
mance
Develop-
ment of 
skills
Recruit-
ment and 
selection 
of suitable 
persons

Question 5

Elements 
determining 
performance

“Discuss the job 
description, the 
tasks. develop 
a person to 
make sure that 
the person 
also performs 
and that you 
check all other 
variables. adding 
extra eff ort in 
terms of training 
it’s all about 
knowledge that 
goes with their 
function.”

“It’s how 
you perceive 
and another 
thing is at-
titude, able to 
manage the 
individual. 
Knowledge is 
also impor-
tant, reward-
ing in certain 
way, Ja, I think 
it’s important, 
so training 
can help your 
knowledge 
and your 
skills, attitude 
is the most 
important ele-
ment.”

“Identifying 
of training 
needs and 
then actual 
training. But 
that is I 
think more 
a corrective 
one.”

“Everybody 
needs to be 
aligned to 
the strategy.”

“Especially 
if you do 
assessment 
for senior 
position. To 
get the right 
person for 
the right job. 
If you get 
that process 
correct, 
PMS will be 
easier.”

Communi-
cation
Rewards
Identify 
training 
needs
Alignment 
to strategy
Attitude
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Question 6

Continuous 
improvement 
of performance

“Constant 
contact with 
your employees. 
interventions 
also, from senior 
supervisors, 
managers, are 
very vital.”

“Regular 
quarterly 
discussions 
must 
be a pleasur-
able discus-
sion and it 
must be some-
thing innova-
tive annual 
training plan.”

“Measur-
ing per-
formance. 
Feedback 
or measure-
ment.”

“If organ-
isational 
culture is 
ready, then 
they will do 
things must 
be healthy 
and the PM 
will be fi ne.”

Constant 
interac-
tions
Positive 
organ-
isational 
culture
Ensure 
good 
health 
status of 
employees 

Question 7

Role of other 
participants

“Challenges that 
we are having, 
that when an 
employee goes 
back to the unit, 
you are left  alone 
to see your way 
through. No one 
sits with you as a 
mentor just for a 
month to make 
sure that you get 
closer to your 
functions.” 

“Maybe 
people don’t 
really under-
stand the con-
cept well and/
or they know 
about it, 
but they don’t 
know how to 
implement 
it; How must 
I motivate 
my team? 
HR should 
be in its role 
as a support 
mechanism.

Society has a 
role to play, 
but more on 
the areas of 
service deliv-
ery.”

“Manag-
ers must 
measure 
performance 
employees 
must then 
follow this 
corrective 
action, the 
public, well, 
that is ser-
vice delivery 
and we can 
measure 
the perfor-
mance or the 
satisfaction 
of the public. 
In this place, 
they are 
pure admin 
guys. Th ey 
don’t do job 
satisfaction 
surveys, they 
don’t mea-
sure motiva-
tion levels, 
they don’t 
measure the 
culture and 
the climate 
of the organ-
isation, they 
are admin. 
Purely 
admin, hey. 
98% admin.”

“To create a 
perception 
that eff orts 
are going 
to lead to 
something, 
that is a 
management 
thing, 
I think top 
management 
must commit 
themselves, 
obviously, 
they need to 
ensure you 
get, training, 
mentorship, 
compensa-
tion systems 
must be able 
to compen-
sate behav-
iours.”

No sup-
ports from 
colleagues
Lack of 
commit-
ment from 
senior 
manage-
ment
Lack of 
under-
standing of 
PMS
No work-
place en-
vironment 
surveys
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Question 8

Understanding 
of training and 
development

“But we need to 
slowly bring you 
into I would say, 
to put you into 
gear with what is 
happening is to 
make sure that 
the person as he 
comes in and 
you monitor the 
person from the 
beginning up 
to the exit and 
what we do, we 
will be with you 
from that fi rst 
week, and that’s 
it.”

“People don’t 
take capac-
ity building 
seriously. 
Management 
isn’t giving it 
the support 
that it needs 
communica-
tion doesn’t 
come through, 
there must 
be a written 
letter and if 
people go on 
the courses 
and they, for 
example, don’t 
take the exam 
or they don’t 
submit their 
portfolios for 
evidence, then 
they must be 
brought to 
book.” 

“[I] feel they 
are not com-
fortable with 
what they 
know iden-
tify what’s 
the latest 
technolo-
gies.”

“I’ve got 
an opinion 
about that, I 
think there 
are good 
things that 
people are 
doing. Th e 
frustration is 
that WSDP 
is a paper ex-
ercise. Train-
ing is so 
important, 
you have to 
give input 
to people 
and the only 
way to do it 
is through 
training. We 
are not bad 
but I don’t 
think we do 
enough.”

Ensure that 
employees 
are com-
fortable in 
what they 
do
Capacity 
building 
is not a pri-
ority in the 
organisa-
tion
To keep 
up with 
current 
elements 
in the work 
environ-
ment

Question 9

Adequate 
training

“It is a challenge 
but I cannot 
solely put it as a 
problem for the 
organisation.”

“Not at the 
moment.”

“I think at 
the moment 
we still do it 
wrong. We 
give a box 
and say, put 
your name in 
the box. And 
if your name 
is in the box, 
you go for 
training. I 
don’t think 
that’s the 
right way.”

“If PMS 
works well, 
through this 
assessment 
we will be 
able to iden-
tify training. 
Th ey send a 
list of train-
ing that you 
want.”

“On-site, we 
don’t do it as 
far as I know 
besides MTI. 
No on-job 
training 
and I’m not 
aware of 
such. Not 
aware of…”

Training is 
inadequate
Inappro-
priate way 
to conduct 
training
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Question 10

Process in 
place

“Th at is formal. 
we need also to 
get information 
from the entire 
organisation 
in terms of the 
needs 
per directorate 
and out of those 
needs that will 
be the ones 
that enables us 
to develop the 
workplace skills 
plan.”

“Needs 
that start in 
November, 
and they are 
collected until 
the middle of 
February 
I don’t think 
they’ve had a 
training Com-
mittee.”

“We send 
out a form, 
you think 
what you 
want to do, 
and you fi ll it 
in, the form. 
And then 
Johan go 
and see if 
he can fi nd 
the guy that 
can provide 
the training. 
If not, then 
you fall out.”

“Formal pro-
gramme, we 
got WSP. Th e 
problem that 
we are sitting 
with is that 
we cannot 
fulfi l every 
need. I do a 
degree it is 
followed, but 
not enough. 
I also think 
we don’t 
do internal 
training any-
more like we 
used to do.”

Formalised 
process
Th e pro-
cess is not 
inclusive

Question 11

Suffi  cient 
budget to 
support 
training

“…have enough 
fi nancial re-
sources to do 
that?” LGSETA.”

I don’t think 
fi nancially we 
get suffi  cient 
funding from 
the LGSETA. 
I’ll say, there 
will never 
be suffi  cient 
money for 
capac-
ity building. 
But money 
is available 
but it’s on 
those small 
pockets and 
it’s diffi  cult 
to pull them 
together and 
be able to use 
it in terms of 
organisational 
development.” 

“No, defi -
nitely not.”

“I’m not 
aware how 
big the 
budget is. 
What [I’m] 
aware of is 
that people 
are com-
plaining that 
they wanted 
to do this 
course and 
[it] was not 
approved. I 
don’t think 
the budget 
is good 
enough.”

Budgetary 
constraints

Question 12

Current 
training and 
development 
eff ective

“Not necessar-
ily so. We’ve 
done our own 
introspection: 
do training 
in-house, rather 
than entirely 
depending on 
external service 
providers.”

“Th ere is a 
process. It’s 
formal, but 
it’s not eff ec-
tive and it’s 
not adequate 
and it’s not 
reaching the 
goals. We’re 
not reaching 
our goals 
with the cur-
rent training 
process.”

“I don’t think 
is not eff ec-
tive, lacking 
moderately 
and average-
ly success-
fully. We sit 
with people 
in positions 
for more 
than thirty 
years.”

Training 
eff orts are 
not eff ec-
tive
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Question 13

Eff ective 
monitoring 
and evaluation 
of training

“[If] we don’t 
make that moni-
toring process, 
we are done. 
We leave it with 
the manager to 
continue with 
the progress in 
terms of training 
and to make sure 
that the output 
expected is at 
that level. So we 
haven’t gone to 
that level yet.”

“Not at all. 
Th ere have 
never been 
impact assess-
ments done.”

“I don’t think 
so. Maybe 
it’s there, but 
it’s not good 
enough. It’s 
not up to 
service excel-
lence level. 
It’s not good 
enough, No. 
We don’t do 
it.”

“No, there is 
nothing. I’m 
not aware of 
any process. 
But not 
formally.”

No moni-
toring and 
evaluation 
system in 
place

Question 14

Key role 
players

“MM and the 
managers have 
a critical role. 
Th e speaker 
and the 
Mayor. Th e 
unions actu-
ally should 
have. service 
providers. ”

“Th e engi-
neers, or the 
general man-
agers, what-
ever they call 
themselves, 
at fi nance 
and the 
other senior 
guys report-
ing to… the 
senior guys 
reporting to 
a director.”

“Obviously 
it starts with 
MM in 
ensuring 
that there 
is enough 
funds al-
located to 
training, 
other role 
players are 
managers, 
executive 
directors, 
training 
facilitators.” 

Political 
principals 
Executives 
and man-
agers
Training 
facilitators

Question 15

Organisation 
aware of the 
importance of 
training

“I wish we could 
have measured 
it by a particu-
lar percentage 
where you say 
not 100%, the 
organisation 
could have taken 
it very seriously.”

“I don’t think 
we think 
that way yet. 
I think we 
must perceive 
training in a 
completely 
diff erent way.”

“I think on 
Health and 
Safety, yes. 
But on other 
issues like 
fi nance, I 
don’t know 
if they are up 
to date with 
all the latest 
laws and acts 
and regula-
tions, you 
know.”

“I think they 
are aware, 
there is 
diff erence 
between 
being aware 
and doing 
the right 
thing. I don’t 
think at this 
stage every-
body is fully 
committed 
to it, I’ve got 
a feeling our 
culture is not 
in place for 
this. People 
are not 
interested in 
growth, they 
focus on 
fi ghting for 
job grading.”

Th e 
organisa-
tion is not 
conscious 
about 
training 
and devel-
opment
It is done 
partially 
or only for 
compliance 
matters
Attitude 
towards 
training
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Question 16

PMS 
important for 
training and 
development

“So you are 
there to make 
sure that you 
know, you are 
in the process of 
understanding 
that 
performance 
management 
is not 
isolated from 
development, 
from skills 
development. It 
goes together.”

“Have learn-
ing interven-
tions that can 
help you using 
then two 
together.”

“I think 
Ignite can 
easily point 
it out for 
you”

“Employees 
buy-in is 
very tricky If 
you evalu-
ate a person, 
he is already 
tense, but it 
doesn’t mean 
we don’t 
have to do 
it.”

PMS is not 
isolated 
from skills 
develop-
ment
Impor-
tance of 
employees 
buy-in

Question 17

PMS used 
as one of 
the tools for 
training and 
development

“Yes, indeed. 
We link it to 
training and 
development. 
Th e problem is 
understanding 
the tool.” 

“By using 
performance 
management 
to identify 
your needs.”

“Yes, two 
ways, fi rst for 
all everyone 
must under-
stand the 
system. you 
cannot ex-
pect people 
to perform 
and they 
don’t know 
according to 
what. People 
are saying 
you evaluate 
me on some-
thing that 
I requested 
training on.”

Useful tool 
Challenges 
with un-
derstand-
ing how 
to apply it 
correctly

Question 18

Additional 
benefi ts of 
PMS

“Th e problem 
is [the] un-
derstanding of 
evaluation, the 
understanding 
of monitoring 
performance 
there is more 
information 
sharing that 
needs to happen, 
the problem is 
understanding 
the tool.”

“Help build 
relationships 
platform 
for people 
to interact, 
particularly 
supervisors 
and subordi-
nates.”

“I think 
Ignite can 
easily point 
it out for 
you.”

“Culture, 
consequence 
manage-
ment. Career 
development 
and planning 
because once 
you know 
what is ex-
pected from 
you. Help 
in selection 
process, 
instead of 
using inter-
views

Evaluation 
process 
is not 
properly 
understood
Build rela-
tionships
Organ-
isational 
culture
Conse-
quence 
manage-
ment
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Question 19

Objective 
of PMS 
application 
in the 
organisation

“Performance 
management 
is compliance 
linked, we can-
not move away 
from that con-
cept.”

“At the 
moment, I 
think it’s just 
compliance 
had to quickly 
do everything, 
I had to go in 
and one of my 
managers just 
said, sign.”

“But it is not 
fully utilised 
in a human 
resource way. 
What I mean 
by that, is 
I don’t get 
regular feed-
back about 
achieving my 
KPIs, I don’t 
get a bonus 
for achieving 
it.”

“It’s a 
compliance 
exercise, I 
don’t know 
whether 
the system 
yielded any 
results. I was 
not assessed 
as well. We 
don’t do 
things to 
improve 
anybody or 
organisa-
tion.”

Applied 
mainly for 
compliance 
purposes
Perfor-
mance is 
not evalu-
ated
No rewards

TABLE 3: GROUPING AND NUMBERING OF CODES

Question no. Codes Coding Num-
bers

Question A3

Mechanism to improve performance 1 PMS
Maximise outputs. 2 PMS
Agreement between employer and employees. 3 PMS
Enable users to set goals and objectives 4 PMS
Frequent measurement and evaluation. 5 PMS
Identify training needs and gaps 6 PMS

Question A4

Provide support and guidance 7 PR
Provide leadership and manage performance. 8 PR
Develop skills 9 PR
Recruitment and selection of suitable persons 10 PR

Question B1

Communication 
Rewards 11 EL PMS

Alignment to strategy 12 EL PMS
Attitude 13 EL PMS

Question B2
Constant interaction 14 CI
Positive organisational culture 15 CI
Ensure good health status of employees 16 CI

Question B3

No support mechanism 17 ROS
Lack of commitment from senior management 18 ROS
Lack of understanding of PMS 19 ROS
No work place environment surveys 20 ROS

Question C1

Ensure that employees are comfortable in what 
they do. 21 UT

Capacity building is not a priority in the organisa-
tion. 22 UT

To keep up with current elements in the work envi-
ronment. 23 UT

Question C2
Training is inadequate 24 AT
Inappropriate way to conduct training. 25 AT
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GENERATION OF THEMES 
Table 4 depicts how themes were generated 
from codes established from responses provided 
by participants during interviews. Guided by 
the analysis of data in which six themes were 
generated through the data analysis process.

Th e research has also revealed the status of PMS 
and training and development in the Municipality 
which is depicted in the fi gure below table 2.

Grouping of various codes for generating themes 
depict a status or relationship between PMS and 
training in one municipality.

Findings and Recommendations 
Th e review of literature from the opinion of 
Letsoalo (2007) highlighted that PMS is a general 
performance management tool designed to guide 
users or local authorities on how to reach human 
resource developmental goals and ultimately lead 
to improved performance.

Th e current process used by municipal human 
resource practitioners to identify training relates 
to collecting training needs for developing 

Question C3
Formalised process (to identify training needs) 26 PROC
Th e process is not inclusive 27 PROC

Question C4 Budgetary constrain 28 BUD
Question C5 Training eff orts are not eff ective 29 EFT

Question 6
Consciousness about training and development. 30 EFFM
It is done partially only on for compliance matters 31 EFFM

Question C7

Political principals 32 KRP
Executives and managers 33 KRP
Training facilitators 34 KRP
Attitude towards training. 35 KRP

Question D1
PMS is not isolated from skills development. 36 AWT
Importance of employees buy-in. 37 AWT

Question D2
Useful tool 38 IT
Challenges with understanding how to apply it cor-
rectly 39 IT

Question D3
Evaluation process is not properly defi ned 40 TFT
Performance is not evaluated. 41 TFT

Question D4
Build relationships 44 ADB
Organisational culture 45 ADB
Consequence management 46 ADB

Question D5 No reward system 47 APMS

Workplace Skill Development Plan (WSDP). 
Secondly, the process of developing a WSDP is 
underpinned under the Local Government Sector 
Education and Training Authority (LGSETA) as 
a requirement for application of annual training 
budget. However, although the process of 
collecting, preparing and developing WSDP is 
formal, it is still perceived as a paper exercise or 
act of compliance. Th e procedure associated with 
identifi cation of specifi c training requirements 
is vague and informal. Th ere is no link between 
training requirements and PMS.

Th e municipal manager, Th e Mayor and the 
Speaker of the Council , senior and line managers 
are identifi ed as role players. Employees are 
not identifi ed as role players in the process of 
identifying training requirements. In the 2010 
performance management policy (chapter 7) the 
policy sates “Executive Mayor and Members of the 
Mayoral Committee Th e Executive Mayor and the 
Members of the Mayoral Committee manage the 
development of the municipal PMS and oversee the 
performance of the City Manager and the Heads 
of Department”. Neely, Adams and Kennerley 
(2002) emphasised that PMS is a process that 
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TABLE 4: GENERATION OF THEMES FROM CODES

No. Codes Th eme
1 PMS Mechanism to improve performance

Concept of PMS
2 PMS Maximise outputs.
3 PMS Agreement between employer and employees.

23 UT To keep up with current elements in the work envi-
ronment

6 PMS Identify training needs and gaps

Understanding of training
9 PR Development skills
12 EL PMS Alignment to strategy

21 UT Ensure that employees are comfortable in what they 
do

22 UT Capacity building is not a priority in the organisa-
tion

Status of training
24 AT Training is inadequate
25 AT Inappropriate way to conduct training.
28 BUD Training eff orts are not eff ective
29 EFT Budgetary constrains
32 KPR Political principals 

Stakeholders roles
33 KPR Executives and managers
34 KPR Training facilitators
7 PR Providing support and guidance
8 PR Provide leadership and manage performance.
17 ROS No support mechanism

Process of identifying train-
ing

18 ROS Lack of commitment from senior management
19 ROS Lack of understanding of PMS
26 ROC Formalised process.
27PROC Th e process is not inclusive
30 EFFM Consciousness about training and development.
31 EFFM Partial implementation for compliance purposes

39 IT Challenges with understanding how to apply it cor-
rectly

40 IT Evaluation process is not properly defi ned
41 IT Performance is not evaluated.
47 APMS No reward system
37 AWT Importance of employees buy-in.

Benefi ts of PMS
38 IT Useful tool
44 ADB Build relationships
45 ADB Organisational culture
46 ADB Consequence management
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involves both employees and managers where 
key strategic goals and objectives are outlined. 
It is obvious from the responses provided that 
employees that are involved in the process of 
identifying training requirements.

Literature review on the opinion of Jantjes (2008) 
highlighted that failure to understand the impact 
of individual performances on organisational 
objectives and goals is disastrous to the overall 
organisational performance. Th erefore the 
absence of employees during these critical process 
is devastating and the existing process does not 
empower employees to participate actively in the 
process. Th erefore, the process is totally owned by 
the municipal manager, Mayor, Speaker, senior 
and line managers

Th e implementation of Performance Management 
System (PMS) in the Municipality concerned did 
not yield intended objectives as set out in Chapter 
6 of the Municipal Systems Act (Act 32 of 2000) and 
other relevant regulations. Although this situation 
could have been attributed to number of reasons, 
the focus of the study was about discovering the 
use of PMS to identify training requirement for 
employees. Training and development in the 
workplace is used to close the gap between the 
present and anticipated performance. Training 
is used for developmental interventions with the 
primary purpose of reducing gaps in employees’ 
skills and competency.

Gordon (1992) has defi ned training as the 
deliberate and systematic change of behaviour 
through learning interventions that result in the 
attainment of improved levels of knowledge, skills 
and competencies to enable work to be carried 
out eff ectively. Furthermore, the development of 
WSDP in the municipality is intended to identify 
training requirements that seek to inform 
developmental interventions required in terms 
of training specifi cs or profi les. Th erefore the 
fi ndings of the study are presented as follows:

• Although there is an understanding of the 
concept and theory underpinning PMS in the 
municipality, there is a signifi cant diff erence 
between theoretical understanding and 
practical application of PMS in the workplace. 
Th is situation present defi ciency on the 

application of the concept in accordance 
with the opinion of Du Plessis (2005) who 
emphasised that performance management 
system is a cycle comprised of three key 
stages with several mechanisms for each 
phase. Th ese stages underpins the PMS model 
adopted by the municipality and respondents 
could not clearly express how these stages are 
applied during implementation of PMS in the 
municipality. Fragmented application of the 
PMS cycle has revealed that the process of 
implementation of the PMS is fl awed. 

• Th e development of WSDP is comprehended 
by two important elements. Firstly, it is the 
legal requirement aspects that directs the 
municipality to develop and summit WSDP 
in accordance with relevant regulations 
hence the process is considered to be 
formal. Secondly, it is the credibility of data 
contained in the WSDP. Training data forms 
signifi cant part of the WSDP and the process 
of collecting this information is irrational and 
distorted. Training requirements are selected 
by managers without concrete supporting 
evidence that relates to performance gaps. One 
of the participants pointed out that during 
the initial stages of training data collection, 
manager submit training needs based on their 
perceptions. 

• Th e municipality used to conduct in-house 
training before and this was recognised as 
the most important and eff ective mode for 
training and developing skills. Although this 
training technique or set-up is perceived to be 
important, the process was not structured and 
monitoring was not done in order to measure 
the impact. It must be noted that considering 
that availability of training funds is a challenge, 
it was expected that the municipality would 
make use of on-the-job training as a method 
of enhancing training and development with 
limited costs. 

• Th ere is limited participation of critical role 
players in the PMS process. Th e municipal 
manager, mayor, speaker, senior and line 
managers are key role players while the 
input/contribution of the employees is 
absent. Th e attitude of employees towards 
the implementation of PMS is therefore not 
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receptive due to their exclusion from the 
process. Th ese fi ndings are supported by 
responses that indicated that employees have 
experienced signs of anxiety before discussions 
about their performance with their respective 
managers, which can be problematic. 

• Th ere is no accountability for individual 
performance in the municipality and this 
aff ects the employees negatively directly both 
emotionally and fi nancially. Th e separation 
between acceptable quality and substandard 
quality of work. Deserving performers who 
qualify for recognition of rewards are not 
acknowledged. Although the municipality 
has the rewards programme in place, the 
recognition process is not underpinned by 
the PMS principles and practices and might 
lead to abuse. PMS is perceived as a legal 
compliance exercise as opposed to intended 
objectives.

Apart from using a PMS as a tool to identify 
employees’ training in the municipality, the system 
has notable benefi ts such as information sharing, 
building work relations assist during selection 
and recruitment. Th is is consistent with the views 
expressed by Musvov et al. (2012) whereby it 
was indicated that the IDP, which informs the 
PMS, can also be used for decision making in the 
municipality. However understanding how Th e 
PMS tool actually in its totality is still a challenge.

RECOMMENDATIONS
Th e research recommends the following regarding 
the Local Municipality:

• Planning. Th e planning phase must be 
comprehensive as guided by the applicable 
PM policy of the municipality. Th e term 
‘comprehensive’ implies that all identifi ed role 
players should be involved from the beginning 
of the process, because it is during this stage 
whereby objectives and roles of participants 
are outlined. Th ese objectives and roles are 
suggested as follows:

• All employees must be orientated and trained 
to ensure that the implementation of a PMS 
in the workplace is done in an eff ective and 
effi  cient manner. Th e training curriculum 
must incorporate the roles and responsibilities 
of diff erent role players. Employees’ trust, 

confi dence and attitude will gradually develop 
towards the implementation of the system.

• Th e municipality is advised not to expect 
too much from the PMS as this can result 
in unrealistic expectations, disappointment, 
resignations and confl ict. Th e PMS is 
implemented for many reasons in various 
organisations, but sometimes it is exaggerated 
and oft en overburdened with expectations. 
Th erefore, it must only be implemented for 
the purpose intended.

• Leadership and strategic management. Th e 
Performance Management policy and toll is 
an exercise, which should be taken seriously 
by the municipality. Th e seriousness of the 
implementation thereof must be aligned from 
the strategic planning stage. Th e management 
of the municipality should ensure that the 
application of a PMS is cascaded down all the 
levels of employees as required by the policy. 

• Implementation. Supervisors and managers 
must inform employees about their 
performance targets as refl ected in the Service 
Delivery and Budget Implementation Plan 
(SDBIP). Th is exercise must be done in a 
conducive environment to allow maximum 
participation, because this exercise has a great 
potential to alleviate anxiety and tension 
experienced during evaluation. Th is should 
include the following issues:

• Employees must be aff orded an opportunity 
to understand their targets and expectations 
of their employer. Discussions of targets must 
be done frequently to ensure that employees 
are on track.

• Supervisors and managers should provide 
regular feedback. Th is is accomplished 
through periodic assessments/measurements 
of performance. Assessment should be 
comprehensive to the point where an 
employee identifi ed and understand areas of 
poor and exceptional performance. 

• Organisational Structure. Th e municipality 
reported that it has started the process of 
reinstating in-house training facility. Th is 
should include the following factors:

• Th e reinstatement of in-house training must 
be with an integrated approach to expedite the 
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process and a skills audit must be conducted 
in the municipality to assess the urgent skills 
required. 

• Th is also includes another important agenda 
for the municipality, which ought to be the 
appointment of people and allocations of 
resources for those responsible to manage 
and monitor in-house training for improved 
outcomes. 

• Monitoring and evaluation. Performance 
assessments or reviews must be continuously 
be monitored as well as have consequences. 
Where performance is exceptional, measures 
should be put in place to reinforce or 
consolidate it, and where performance is not 
satisfactory, interventions must be made. Th is 
process must be undertaken together with the 
aff ected employees and should include the 
following:

• Supervisors and managers, with the help of 
skills development coordinators and training 
facilitators, must monitor and evaluate 
training and intervention during training 
eff orts and aft er completion. Progress must be 
measured and managed. Continuous feedback 
to employees is also encouraged at this stage.

• Intervention mechanisms must be clearly 
defi ned in terms of (what, how and when) 
expected deliverables. Th is approach will 
assist the municipality in identifying training 
and developmental needs of employees. 
Training approaches and methods are defi ned 
at this stage, including timeframes required to 
complete interventions eff orts to ensure that 
employees’ skills and capabilities improve and 
thus their performance improves.

• Rewards. Th e municipality has good under-
utilised reward systems in place. Currently, 
the biggest challenge is the alignment of 
reward systems to a performance management 
system. Th is is continuously changing and 
will be perfected once the system is applied 
across the board. However, although this is 
recommended for the future, proper plans 
must be realised now to include the following:

• Apart from the traditional benefi ts of a 
PMS (being measurement of performance 
to improve and maximise productivity) any 

additional benefi ts borne from the current 
application of a PMS in the municipality must 
be identifi ed thoroughly and celebrated. When 
employees become aware of the good things 
they did for themselves and the organisation, 
it tends to give them a sense of satisfaction 
and a will to strive for better performance to 
achieve more in the future. 

• Resources. Th e municipality has invested many 
resources in ensuring that the administrative 
support of the PMS is eff ective. Acquisition 
of computer-aided soft ware for planning, 
monitoring, assessing and reviewing an 
employees’ performance confi rms this view. 
Employees must be trained to use the system 
eff ectively to include additional funding 
aspects such as:

Th e exploration of other methods of sourcing 
additional funds for training and development. 
Dependence on grant funding only will not 
change or improve the level of training in the 
municipality

CONCLUSIONS 
Th is study established a signifi cant gap 
between theoretical understanding and actual 
implementation of a PMS in the municipality. 
Management perspectives towards improving 
performance management through training and 
development must be such that, a strong linkage 
must exist between improved performance 
and training and development. Moreover, the 
alignment of PMS and training and development 
must improve municipality performance. Th is 
conclusion was based on the research result that 
revealed a fragmented poor planning of a PMS, 
a fl awed workplace skills development (WSDP) 
plan, failure to exploit available resources in 
providing in-house training and failure to involve 
all relevant stakeholders (including employees) 
throughout the entire PMS process. Th e study 
recommended infl uential role by municipal 
leaders and encompassing planning process that 
will translate into comprehensive implementation 
of PMS and eventually lead to eff ective and 
effi  cient municipality environment.
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ABSTRACT 
Research purpose: Th e main purpose of the study 
was to explore the emotion events experienced 
by middle managers, followed by the negative 
emotions as a result of the emotion events.

Research design, approach and method: A 
qualitative research design was used to explore the 
negative emotion events that middle managers 
experience; a purposive sampling method was 
applied to select the sample. Data was collected 
by conducting interviews with 15 (n=15) middle 
managers working in a call centre. Content data 
analysis was applied to analyse the data.

Main fi ndings: Most of the participants indicated 
that they experience frustration, anger and 
anxiety as negative emotions in the call centre 
environment. Th ese negative emotions are 
mainly the result of their subordinates’ non-
performance, as well as the work environment of 
a call centre itself. Other emotion events included 
workload and pressure, IT systems not working 
and confl ict.

Practical/managerial implications:Investigating 
emotion events and the regulation of negative 
emotions will assist in gaining a deeper 
understanding of negative emotions, providing 
organisations with insight into the specifi c events 
that cause the emotions – leading to appropriate 
interventions being developed to manage these 
emotions and events.

Keywords: Negative emotions; toxic emotions; 
toxic events; middle managers 

INTRODUCTION 
Emotions are deeply rooted in every aspect 
of organisational life (Barsade, Coutifaris 
& Palmier, 2018, Zineldin & Hytter, 2012). 
Various studies since 1983 (Brown, Cron & 
Slocum, 1997; Hoschchild, 1983; So, Achar Han, 
Agrawal, Duhachek & Maheswaran, 2015) have 
demonstrated the increased role of emotions 
and the importance thereof in the workplace. 
Th e fundamental research of Hoshchild in 
1983, as an example, indicates that employees’ 
work does not only involve mental and physical 
work. Hoschchild found in her study that fl ight 
attendants’ emotions play a signifi cant role in their 
work, considering that they have to hide their 
true feelings, and sometimes display emotions 
that they do not necessarily feel, in order to please 
their customers. For that reason, employees’ work 
cannot be fully described by only describing the 
physical aspects of their work.

Furthermore, Brown, Cron and Slocum argued in 
1997 that emotions are a psychological force that 
infl uence behaviour and performance. Emotions 
can also lead to more optimal decisions and goal-
directed behaviour, as it activates distinct coping 
strategies (So et al., 2015). Zapf (2002) applied the 
sociological construct in psychology and linked it 
to organisational behaviour. He prefers the term 
emotion work to describe an employee’s regulation 
of emotions towards displaying organisationally 
desired emotions. Zapf and Holz (2006) state 
that emotion work implies the display of desired 
emotions even in unpleasant situations at work. 
A large part of one’s daily work is dealing with 
one’s own emotions, as well as one’s interaction 
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with others (colleagues and customers). Goran 
and Negoescu (2015) found that emotions are an 
important element of professional success and 
that an individual’s emotional state has an eff ect 
on his or her work and performance.

Th e importance of studying emotions at work as 
part of organisational behaviour can be found 
in Brief and Weiss’ research (2002). Th ey found 
that emotionality infl uences the workplace. 
Th eir research indicates that emotions infl uence 
job satisfaction. It is also evident from research 
that work-aff ective events lead to aff ect-driven 
behaviours, and events leading to sadness or 
anxiety are strongly related to turnover intentions 
and feelings of wanting to avoid or withdraw 
from the work environment (Luo & Chea, 2018; 
Grandey, Tam & Brauburger, 2002).

PROBLEM INVESTIGATED 
It is therefore evident that the emotions that 
employees bring to work, whether it is derived 
from work-related or domestic events, will 
have an eff ect on their organisational behaviour 
(Jonker & Van der Merwe, 2013). Th ese emotions 
and emotion events, among others, can predict 
absenteeism and turnover intention (Brief & 
Weiss, 2007; Liu, Zang & Liu, 2017) as well as 
job satisfaction, decision-making, teamwork, 
leadership and job performance (Jonker & Van 
der Merwe, 2013). Th e importance of studying 
emotions at work is evident in its link to important 
organisational outcomes. Moreover, Diefendorff , 
Richard and Yang (2008) provide a basic notion 
that occurrences at work impact feelings, and 
these feelings in turn have an impact on a variety 
of outcomes, as outlined above.

Although a number of studies have found that 
events at work could have positive emotional 
content (Avey, Wernsing & Luthans, 2008; Gruber 
et al., 2011), research tends to indicate that 
emotions at work are more oft en than not more 
negative. Miner, Glomb and Hulin (2005) found 
that the eff ects of negative emotions are, in general, 
fi ve times stronger than the eff ects of positive 
emotions. Negative emotions, such as jealousy, 
spite, anxiety and anger, may have a potentially 
destructive eff ect on employees’ well-being 
(Zineldin & Hytter, 2012). Negative emotions are 
negatively related to job performance. In other 

words, negative emotion events at work will result 
in decreased job performance (Barclay & Kiefer, 
2014; Pekaar, Van der Linden, Bakker & Born, 
2017).

In order to increase performance, the fi eld of 
eff ective leadership should become more aware 
of the importance of emotions in the workplace 
(Keck, 2019; Mikolajczak, Balom, Ruosi & 
Kotsou, 2012; Weinberger, 2009; Sayegh, Anthony 
& Perrewe, 2004). It is crucial for leaders and 
managers to become aware of these emotions. 
Eff ective leadership involves the understanding 
and management of feelings, moods and emotions 
in the self and others (Zineldin & Hytter, 2012). 
Mikolajczak et al. (2012) found that managers 
who possess high emotional intelligence have 
great managerial competencies, high team 
effi  ciency and, as a result, their subordinates are 
less stressed.

Furthermore, research has shown that middle 
managers are oft en paid a salary for controlling 
their emotional expressions as well as their 
feelings (Bratton & Watson, 2018; Hoschchild, 
1983; Eberly & Fong, 2013). As middle managers 
have to infl uence upwards as well as downwards 
(Wilson, 2011), they oft en have to suppress 
their true feelings and detach themselves from 
situations in order for them to be successful 
(Deery, Iverson & Walsh, 2002). Mikolajczak et 
al. (2012) argue that good managers are oft en 
expected to be attuned to their own as well as 
their subordinates’ feelings and that they should 
be able to put these feelings aside when having 
to make important decisions. Managers working 
in a sales environment, especially in the service 
industry such as call centres, experience stress 
that may translate into role stress, which, in turn, 
has a negative impact on performance (Lukić 
& Lazarević, 2018; Mulki, Jaramillo, Goad & 
Pesquera, 2015).

Being under pressure to perform and deliver 
results in a call centre for can elicit certain 
negative emotions, such as anxiety, fear and 
anger in managers. Th ese emotional arousals 
have the capacity to either enhance or undermine 
eff ective functioning (Th ompson, 1994). As these 
negative emotions can become toxic when not 
regulated eff ectively (Frost, 2003), investigating 
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emotion events and emotions among middle 
managers becomes important. Toxic emotions 
refer to negative emotions that weigh down 
on an individual and that feel psychologically 
unresolved (Fischer, 2018, Kiefer & Barclay, 
2012). Th e above evidence calls for the need to 
investigate and explore the negative work events 
and emotions of middle managers in a call centre. 
However, in exploring the toxic emotion events 
to which middle managers are exposed, two 
research issues can be identifi ed:

Th e fi rst research issue relates to the importance 
of studying negative emotions in the workplace. A 
wealth of research is already available pertaining 
to positive psychology. Paul and Carg (2014) 
found that resilience, subjective well-being, hope 
and optimism are essential to work performance. 
Foster, O’Brien and Korhonen (2012) hypothesise 
that specifi c positive techniques, such as 
identifying individual strengths in times of 
challenge, will lead to enhanced performance. In 
addition, research shows that positive emotions 
extend one’s attention span and fl exibility 
(Wadlinger & Isaacowitz, 2006). It also allows 
employees to acquire personal resources and 
withstand obstacles (Fredrickson, Tugade, 
Waugh & Larkin, 2003). However, while placing 
a great deal of emphasis on positive psychology 
and previous research on positive emotions, the 
fi eld neglected a focus on negative emotions in 
the workplace.

Gooty, Gavin and Ashkanasy (2009) argue that 
positive emotions cannot be studied in isolation 
from negative emotions. Diff erent processes 
drive each emotion and they produce diff erent 
outcomes as a result. More attention should 
be paid to negative emotions in the workplace 
(Ng, Sorensen, Zhang & Yim, 2019; Västfj all & 
Gärling, 2006). Additionally, Romani, Grappi and 
Dalli (2012) found that research ignored people’s 
negative emotions towards certain stimuli, and 
suggest that this gap should be addressed since 
negative emotions, just as positive emotions, 
predict people’s decision-making processes. Each 
of these emotions has a diff erent outcome or 
result. According to Gooty et al. (2009), anger, for 
example, might lead to counterproductive work 
behaviours, whereas fear of failure might keep an 
employee from tackling a specifi c project. Gross 

(2002) found that these emotions call forth a 
behavioural response tendency that infl uences 
the way in which individuals behave in the 
workplace. When not regulated and managed 
eff ectively, negative emotions can become toxic 
and poisonous (Glaso & Vie, 2009). Frost (2003) 
found that toxic emotions could lead to depression 
and low job satisfaction. Th is state of aff airs brings 
about the importance of emotional awareness 
among managers. In addition, managers have to 
be aware of and control their emotions in order to 
enhance their subordinates’ performance (Wegge, 
Van Dick, Fisher, West & Dawson, 2006).

Secondly, in order to build on emotion experience 
research, one has to investigate the natural 
contexts within which emotions emerge (Gooty, 
Gavin & Ashkanasy, 2009). Although laboratory 
studies are important, investigating emotions 
within their natural context is extremely valuable. 
Studying emotions at work and determining the 
events that lead to those emotions will allow for 
natural responses to felt emotions to come to the 
fore (Gooty, Gavin & Ashkanasy, 2009).

Although management has been connected with 
emotions in a number of emotional intelligence 
studies (Tolegenovaa, Madaliyevaa, Jakupova, 
Naurzalinab, Ahtayevaa & Taumyshevab, 2015; 
Sy, Tram & O’Hara, 2006; Mikolajczak, Balom, 
Ruosi & Kotsou, 2012), the specifi c content of 
events and emotions that are experienced at work 
have not been studied suffi  ciently. Kennedy and 
Vining (2007) mention that this is important 
because emotions are important for eff ective 
decisions, and are critical considerations for the 
problem-solving by managers. Furthermore, 
emotion event research done in call centres is 
limited to call centre agents only. Little research 
is available that focuses on the emotion events of 
middle managers in a call centre environment. A 
call centre is characterised by the tension between 
effi  ciency and service (Jenkins, Delbridge & 
Roberts, 2010). Th e emotional demands on 
employees working in this environment are 
extremely high (Harney & Jordan, 2008; Oh, 
Park & Boo, 2017), which calls forth the need to 
investigate the content of emotional events that 
lead to employees’ emotions. Janse van Rensburg, 
Boonzaier and Boonzaier (2013) found that long 
working hours, as a means to reach targets, render 
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high absenteeism, high turnover and negative 
health outcomes.

When exploring these negative emotions, Gooty 
et al. (2009) argue that the researchers should 
focus on discrete emotions. Discrete emotions 
are individual-specifi c, short-term emotional 
reactions to stimuli (Lindebaum & Jordan, 2012). 
Moreover, discrete emotions are intense and 
are invariably triggered by specifi c work events 
(Totterdell & Niven, 2014). Prior to developing 
interventions to rectify negative emotions, 
and in order to gain a deeper understanding 
of them, it is important to explore the events 
that lead to such an emotion. For this reason, 
and to gain insight into the specifi c events that 
lead to negative emotions, the aff ective event 
theory (AET) can be used (Grandey, Tam & 
Brauburger, 2002; Rezvani & Khosravi 2019). 
Th e theory explains that work environment 
features infl uence employees’ attitudes by way of 
an aff ective route by determining the occurrence 
of positive or negative aff ective work events 
(Vie, Glasø & Einarsen, 2012). Th ese events 
lead to negative and positive aff ective reactions. 
Furthermore, the AET proposes “that aff ective 
reactions may have immediate infl uence on work 
actions and may infl uence work attitudes and 
cognitive-driven behaviours over time” (Grandey, 
Tam & Brauburger, 2002; p. 32). In other words, 
investigating the events that lead to toxic emotions 
will lead to an understanding of why managers 
behave in a certain manner (Weiss & Cropanzano, 
1996), which, in turn, aff ects performance and the 
bottom line (Hill, Off ermann & Th omas, 2019; 
Jordan & Troth, 2011).

Th e study that this article reports on was an 
attempt to redress the shortcomings in literature, 
as it investigated the specifi c events that lead to 
negative emotions. It also attempted to identify 
the negative emotions that are elicited among 
middle managers in call centres as a result of toxic 
events. Middle managers, as already mentioned, 
play a dual role of infl uencing upward and 
downward. Th e manner in which they regulate 
their emotions therefore becomes important. 
Against this background, the research objectives 
that follow were formulated:

RESEARCH OBJECTIVES 
Th e general objective of the study was to explore 
the ways in which middle managers regulate 
negative emotions as a result of toxic/negative 
events. Th e specifi c objectives included the 
following:

• to explore the emotion events that elicit 
negative emotions in middle managers; and 

• to explore the emotions derived from these 
experiences.

In order to gain a more comprehensive 
understanding of these constructs, the next section 
describes and conceptualises the constructs.

LITERATURE REVIEW
Middle managers and emotions 
Middle management can be a diffi  cult position 
to hold, as middle managers have to listen to top 
management while responding to the bottom 
employees (Wilson, 2011). Th ey have to infl uence 
upward, downward and horizontally (Burgess, 
2013). Burgess (2013) found that middle 
managers act as a link between senior managers 
and lower-level employees, while also managing 
other managers. Th ey fi nd themselves in the 
middle of the scalar chain of authority from senior 
managers to the managerial ranks, to individual 
workers (McConville, 2006). Heckscher (1995) 
defi nes middle managers in simpler terms as 
“those below the general manager’s executive 
team and above the level of supervisor” (p. 9).

For the purpose of this research article, middle 
managers can be viewed as those people in 
an organisation, as part of a clear hierarchy 
management chain, who are involved in delivering 
a service, who are responsible for at least one 
subordinate level and who report to one superior 
level above them in the hierarchy.

As part of the dual role previously mentioned, 
Alamsah (2011) states that middle managers need 
clear strategy or direction from top management. 
If middle managers share an understanding of 
the organisation’s culture, they will achieve more 
success (Alamsah, 2011). Middle-level managers 
should always support the operational levels’ 
initiatives; however, it can become a diffi  cult 
task to communicate issues and new ideas to 
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top management (Burgess, 2013). Apart from 
being managed, middle managers also have the 
challenge of managing others. Managerial work 
entails the challenge of persuading others to hold 
a particular opinion or follow a particular course 
of action (McConville, 2006). Middle managers 
experience increased pressure when subordinates 
resist management. Braithwaite, Westbrook and 
Mallock (2007) state that this may lead to an 
increase in workload and divert managers from 
their other management goals.

Th e above-mentioned is an example of only one 
event that may elicit a variety of emotions in 
middle managers. Emotions are central to the 
quality of a middle manager’s work performance. 
Emotions form part of the context, content, 
process and the result of a middle manager’s 
daily work activities (Brotheridge & Lee, 2008). 
Nel and De Villiers (2004) found that emotional 
competencies are what set star performers apart 
from average performers. According to Kennedy 
and Vining (2007), emotions have an infl uence on 
decision-making processes as well as on confl ict 
situations, which are both crucial to managerial 
work.

To be emotionally aware of one’s own and others’ 
emotions is the core to maintaining eff ective 
and appropriate relationships with fellow 
workers. Jordan and Troth (2004) state that these 
enhanced relationships will, in turn, lead to better 
information exchange, team decision-making and 
team performance. Our emotions and aff ective 
thinking lead to our behaviour. Managers, 
therefore, have the opportunity to change 
their behaviour to achieve better results once 
their emotional awareness is raised. A person’s 
emotions, while working, vary substantially over 
time (Fisher, Minbashian, Beckmann & Wood, 
2013). Middle managers may experience a jumble 
of emotions such as loneliness, isolation, anxiety, 
anger, stress, regret and jealousy (Botheridge & 
Lee, 2008; Fisher et al., 2013; Huy, 2001; Zineldin 
& Hytter, 2012).

An organisation has to recognise and 
acknowledge all these emotions that middle 
managers experience. Previous studies have 
dealt with subordinates’ emotions as a result of 
ineff ective management, and how they regulate 

these emotions (Zineldin & Hytter, 2012). Limited 
research has been conducted on the emotions of 
middle managers and how they deal with their 
own emotions, those of their subordinates and, 
lastly, those of their managers.

Call centres 
Middle managers working in a call centre very 
oft en carry a heavier emotional load than middle 
managers working in other industries. Th ese 
managers have to manage others, while they 
are being managed themselves, with the added 
demand of working in a performance-driven 
environment. In addition, their salaries depend 
on the performance of their subordinates (Nel & 
De Villiers, 2004; Holman, Wall, Clegg, Sparrow 
& Howard, 2002). Taylor and Bain (1999, p 102) 
defi ne a call centre as “a dedicated operation in 
which computer-utilising employees receive 
inbound – or make outbound – telephone calls, 
with those calls processed by an automatic call 
distribution system, or perhaps by a predictive 
dialling system.” Th is defi nition distinguishes 
call centres from other industries, as it explains 
how technology mediates the customer-employee 
relationship technology (Holman, et al., 2002). 
Call centres are very oft en characterised by high 
stress levels, limited career growth and a lack of 
motivation (Nyaga, 2014).

Nel and De Villiers (2004) state that managers 
working in a call centre are aff ected by unique 
demands as part of their daily work activities. 
Constant technological changes, opposition 
from clients and working in shift s are their 
reality. In order for managers to be successful 
in this environment, they have to adapt to fast-
changing circumstances, as well as anticipate and 
deal with client complaints (Nel & De Villiers, 
2004). Flemming and Sturdy (2011) also state 
that call centre employment is micro-managed 
and highly monitored and that the environment 
is characterised by targets, rigid customer service 
and performance appraisals. Other characteristics 
of and cause for absenteeism and high turnover 
are unsupportive management and poor working 
conditions (Rose & Wright, 2005; Nyaga, 2014). 
Nyaga (2014) consequently states that eff ective 
management in call centres should include an 
emphasis on interpersonal relations at work.



1062
WWW.IBC-CONFERENCE.COM

Th e unique environment of call centres and the 
distinctive management style that it requires 
all pile extra emotional demands on managers 
working in call centres. Call centre work 
necessitates employees to readjust and coordinate 
on a daily basis. Deery, Iverson and Walsh (2002) 
found that this type of work is likely to have 
possible negative eff ects on the psychological and 
aff ective well-being of employees. Considering 
that time pressure is constantly increased, while 
performance remains of utmost importance, this 
environment may lead to high stress levels, which, 
in turn, can very easily lead to burnout (Rod & 
Ashill, 2013). Customers can also bring other 
tensions to this environment by being abusive 
and infuriating in terms of their demands (Deery, 
Iverson & Walsh, 2002). Th ese circumstances 
and events taking place in call centres will 
certainly elicit certain emotions in employees and 
managers, with most of them being negative.

Negative emotions 
Previous research (Goran & Negoescu, 2015, p. 170) 
encountered diffi  culty in identifying one single 
defi nition for emotion, and researchers could not 
agree on a single defi nition for this phenomenon. 
Shi, Liu and Zhang (2011), however, defi ne an 
emotion as “a state of mind of individuals aft er 
some kind of incidents’ stimulation or people’s 
attitude experience towards objective things”. 
A negative emotion can therefore be defi ned as 
a negative state of mind aft er a certain situation 
or event. It is a negative attitude experience 
with respect to objective things. Emotions have 
a valence dimension that explains the extent to 
which an emotion is positive or negative (De 
Hooge, 2014). Emotions can therefore take on a 
positive valence or a negative valence. In addition 
to that, Vlasenko, Philippou-Hübner, Prylipko, 
Bock, Siegert and Wendermuth (2011) state 
that emotions can also be divided high arousal 
emotions (anger, anxiety and joy) and low arousal 
emotions (sadness and boredom). Arousal can 
be described as the experience of restlessness, 
excitation and agitation, and it manifests itself in 
heightened overt and covert bodily activities that 
lead to action (Tannenbaum & Zillmann, 1975).

Although some researchers have found that 
inherent negative feelings might be a good 
thing (Västfj äll & Gärling, 2006; Jabbi, Swart 

& Keysers, 2007), negative emotions can have 
adverse and severe outcomes for individuals, 
both personally and professionally. Sadness, 
anxiety or anger, when not regulated, can lead to 
depression. Kiefer and Barclay (2012) mention 
that this can become toxic because it “consumes 
an individual’s psychological resources, reduce an 
individual’s capacity to completely respond to the 
demands of the job and diminish their ability to 
attend to their job” (p. 603). Negative emotions 
can consume an individual’s physical and mental 
resources, especially when individuals cannot 
express them (Kiefer & Barclay, 2012). Negative 
states, such as anxiety, depression and fear, have 
long been known to reduce people’s attention 
(Frederickson, 2001).

Negative emotions are therefore not toxic in 
essence. Th ese emotions only become toxic when 
they are not regulated and dealt with eff ectively 
and regularly (Frost, 2003). Negative emotions, 
for instance fear or anxiety, may lead to long-term 
negative consequences such as anxiety disorders 
and exhaustion. When people get angry at work 
and they do not express these emotions or deal 
with them, it may lead to negative outcomes 
such as decreased performance, dysfunctional 
interpersonal relationships and other personal 
problems (Graham, Huang, Clarke & Helgeson, 
2008). Frost (2003) explains that negative 
emotions become toxic when an experience 
weighs down on a person and he or she negatively 
anticipates a reoccurrence.

When individuals do not resolve their negative 
emotions, it leads to toxicity because they “place 
a psychological and/or emotional burden on 
the individual, diminish the individual’s sense 
of belonging, and require additional resources 
to be devoted to resolving the problem or shift  
attention away from work” (Kiefer & Barclay, 
2012). As a result of such experiences, employees 
sometimes disengage from their social network or 
colleagues and their mental and physical energy 
levels become exhausted or depleted (Frost, 
2003). Th ese toxic emotions are direct reactions 
to events happening in the workplace that are of 
personal relevance to the individual. Kiefer and 
Barclay (2012) state that these emotions are likely 
to occur when events are seen as life-threatening 
or when employees do not have enough resources 
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available to deal with the event.

Emotion events 
Emotional occurrences impact on employees’ 
feelings; these feelings, in turn, infl uence their 
eff ectiveness in the workplace. In addition, 
emotional states or events are intense and short-
lived (Grandey, Tam & Brauburger, 2002) and have 
the potential to recur more than once (Morgen, 
Ludlow, O’Leary & Clarke, 2010). Emotion 
events lead to negative or positive feelings; they 
are triggered by an interaction between work and 
identity. Th ey start when a feeling is triggered 
and end when the feeling is dealt with (Morgen, 
Ludlow, O’Leary & Clarke, 2010).

As mentioned earlier, the aff ective events theory 
(AET) demonstrates that the work environment 
leads to specifi c work events, which lead to specifi c 
emotions, which ultimately impact on work 
attitudes and behaviours (Weiss & Cropanzano, 
1996). Totterdell and Niven (2014, p. 5) explain 
clearly that the theory “focuses on how aff ective 
experiences unfold in response to events at work”. 
Th e theory also places emphasis on studying the 
episodic structure of discrete emotions (Totterdell 
& Niven, 2014). Payne and Cooper (2001) 
ascertain that the AET emphasises events as a 
casual infl uence on emotions and that emotions 
have an immediate impact on performance. 
When emotions are aggregated over time, they 
may have an impact on the overall feelings one 
has about one’s job (Weiss & Cropanzano, 1996). 
Diefendorff , Richard and Yang (2008) found that 
negative events elicit more psychological, aff ective 
and behavioural activity than positive events do; 
therefore, negative events are more likely to lead 
employees to regulate their emotions.

Diefendorff , Richard and Yang (2008) found 
that intrapersonal relations with customers, 
co-workers and managers form a large part 
of aff ective events in the workplace. Th e most 
signifi cant event was related to customers, which 
suggests that negative emotions may not always 
originate in workplace circumstances. Grandey, 
Tam and Brauburger (2002) also found that extra-
organisational sources, such as customers, might 
be a predominant cause of irritation for employees 
in a customer-contact position. Additionally, 
Fisher, Minbashian, Beckmann and Wood (2013) 

found that middle managers experience negative 
emotions when subordinates do not reach their 
performance targets and when task performance 
is not optimum.

A good example of an event that elicits negative 
emotions is when managers are unfair in the 
distribution of duties (Diefendorff , Richard & 
Yang, 2008). In addition to Diefendorff ’s research, 
other research shows that employees might feel 
frustrated, annoyed and off ended when workplace 
incivility is allowed (Sidle, 2009). According to Loi, 
Loh and Hine (2015), incivility is low-intensity or 
rude behaviour at work with the intent to harm 
another employee; it constitutes the violation of 
workplace norms for mutual respect. Grandey, 
Tam and Brauburger (2002) found that confl ict 
between managers and employees may result in 
severe anger experiences.

Workplace bullying may lead to toxic emotions, 
which, in turn, lead to high turnover in the 
organisation (Branch, Ramsay & Barker, 2012). 
Bullying in the workplace includes intimidation, 
exclusion, harassment and mistreatment (Ortega, 
Elipe, Mora-Merchan, Calmaestra & Vega, 2009). 
Matthiesen and Einarsen (2007, p. 735) defi ne 
bullying as “a situation in which one or more 
persons systematically and over a long period of 
time perceive themselves to be on the receiving 
end of negative treatment on the part of one 
or more persons, in a situation in which the 
person(s) exposed to the treatment has diffi  culty 
in defending themselves against this treatment”. 
Ortega et al. found that workplace bullying is 
related to the emotions of fear (worried and 
afraid), anger (angry, stressed and upset), sadness 
(depressed, stressed, defenceless and alone) and 
shame. Bullying can lead to an abusive work 
environment, which leads to a loss in productivity, 
an increase in absenteeism and high turnover 
(Branch, Ramsay & Barker, 2012).

Workload may also lead to a jumble of negative 
emotions. Experiencing high work overload is 
strongly linked to negative emotions (Wegge, Van 
Dick, Fisher, West & Dawson, 2006). High job 
demands can produce negative emotions when 
time is short and employees are required to work 
overtime. Having to juggle roles can also elicit 
negative emotions in employees (Totterdell & 
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Niven, 2014). Unjust treatment, disrespect, public 
humiliation and job incompetence will likely 
lead to anger in employees (Grandey, Tam & 
Brauburger, 2002). Individuals encounter events 
that might provoke toxic emotions on a daily basis. 
Th ese situations, however, do not always allow 
one to express the perceived emotion (Mauss, 
Cook & Gross, 2006). How people deal with and 
handle these emotions have consequences for 
their psychological and physical well-being.

RESEARCH METHODOLOGY 
Research design 
As this study took on a qualitative approach, a 
phenomenological research strategy and design 
were used to gather and analyse data. Th is 
approach allows the researcher to obtain access 
to the life-world situation as the participant 
experiences it (Wertz, 2005). Phenomenology 
describes the meaning of experiences and aims 
to understand human behaviour through the 
participants’ accounts of experiences in the 
form of informal conversations and interviews 
(Creswell, 1998). Constructivism was used as the 
paradigm underlying the study. Th is included 
a hermeneutic methodology, as the researcher 
explored the multifaceted nature of the meaning 
that a participant attached to a specifi c experience. 
Hermeneutics aim to obtain an understanding 
of the individual, self-awareness and the entire 
context of the situation (Bowling, 2009).

Participants 
Purposive sampling was used to select the study 
population. De Vos, Strydom, Fouché and Delport 
(2011) state that this method is used when the 
researcher thinks critically about a specifi c 
feature or characteristic of the respondent prior 
to selecting research participants. Th e criterion 
for this research was that participants needed 
to be middle managers working in a call centre. 
Based on this criterion, a small sample of 15 
employees (keeping saturation point of responses 
in mind) was selected. Th e sample consisted 
of some middle managers working in the sales 
department and some working in retention.

Participants were invited to participate in the 
research on a voluntary basis. A letter describing 
the nature and the purpose of the research was 
sent to one middle manager, through whom the 

researcher gained access to the rest. Th e process 
was explained to the rest of the middle managers 
in the call centre, providing them with all the 
relevant information they needed to decide about 
whether they want to participate in the research 
or not. Aft er gaining the participants’ consent, 
interviews were conducted at a time and place 
that were convenient for both the researcher and 
the participant.

Data collection and data analysis 
A semi-structured interview schedule guided the 
researchers in the one-on-one interviews. Data 
saturation was reached in the semi-structured 
interviews, as no new information resulted from 
the data received (Francis, Johnston, Robertson, 
Glidewell, Entwistle, Eccles & Grimshaw, 2009). 
All semi-structured interviews were audio 
recorded and transcribed on an Excel spreadsheet. 
Th e purpose was to provide a qualitative analysis 
of the emotion events and emotion regulation 
of middle managers working in a call centre. 
Content analysis was used to extract the 
desired information from verbal material by 
systematically and objectively identifying specifi c 
characteristics of the material (Reis & Judd, 2000). 
In simpler terms, Struwig, Struwig and Stead 
(2001) describe qualitative content analysis as 
the gathering and analysis of any written content. 
Th is enables the reduction of a large body of 
qualitative information to a smaller and more 
manageable form of representation.

Firstly, the researcher read through the data 
gathered in order to make sense of the data. Aft er 
deciding on what should be analysed, the units of 
analysis were selected, namely negative emotions, 
emotion events and emotion regulation. Th ese 
units were condensed and assigned a code 
(Sjöberg, Schönning & Salzmann-Erikson, 2015). 
Th e next step was to organise the data by means 
of open coding, where the researcher identifi ed 
diff erences and similarities in the subsequent 
interviews (Bowling, 2009). Codes that expressed 
meaning were broken down and grouped the 
themes based on their diff erences and similarities. 
Likewise, sub-themes were built by classifying the 
content as belonging to a particular theme (Elo & 
Kyngäs, 2007). In simpler terms, statements with 
shared meaning were grouped together according 
to central themes and categorised according 
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to sub-themes. By means of interpretation, the 
researcher decided which codes to put under 
the same theme or sub-theme. Th is process 
was monitored and reported in as much detail 
as possible, as well as truthfully, in order for 
future researchers to replicate the fi ndings. 
Th e validation and modifi cation step involved 
validating the data where necessary by listening 
to the audio recordings again and by revisiting 
participants where necessary. Reliability of the 
data was ensured by an inter-coder agreement 
between two individuals (Miles & Huberman, 
1994). Th e data was coded independently, without 
access to the results of the other coder. Finally, 
the researcher explored the properties of themes, 
uncovered patterns and tested these against the 
entire body of data (Bradley, Curry & Devers, 
2007). Th e last step involved identifying themes 
that were common to most of the interviews and 
reporting on their prevalence in the research 
fi ndings. Th ese fi ndings and their discussion are 
presented in the following section:

Research fi ndings and discussion 
Th e general objective of this study, therefore, 
was to explore the emotion events and negative 
emotions experienced by middle managers 
working in a call centre. Th e themes will now be 
reported with examples of quotes. A discussion 
will follow according to each research objective. 
Th e managerial implication of each theme will 
be integrated into the discussion of the research 
fi ndings.

To explore the events that elicit negative emotions 
in middle managers:

Subordinates not performing

“Obviously it’s frustrating when you can’t 
get them on the same lines that you are 
on; I feel negative when my team does 
not make target and that is also anger.”

Participants in this study indicated that they 
experienced negative emotions when their 
subordinates did not meet targets or when they 
did not abide by company rules. Th e fi ndings of 
a study done by Fisher et al. (2013) suggest that 
middle managers experience negative emotions 
when performance targets are not reached and 

when subordinates’ performance is not optimum. 
Th is may imply that the responsibility of managers 
to manage their subordinates might, more oft en 
than not, lead to negativity and demotivation 
among these managers, which, in turn, could lead 
to disengagement. Managers’ workloads increase 
when subordinates resist management, since they 
have to divert their attention away from their work 
goals to attend to their subordinates (Braithwaite, 
Westbrook & Mallock, 2007). A conclusion can 
therefore be drawn that this may have severe 
negative implications for the organisations, as 
performance is negatively aff ected by means of 
decreased productivity.

IT systems in poor working conditions

“Our system is not responding and we are 
unable to work. You’ve got all the consultants 
breathing down your neck they can’t work. 
And you need to sort it out. You get frustrated.; 
Our reports are not working, which means that 
these are the report we pay our advisors on. “

Secondly, based on the fi ndings of this study, a 
great deal of frustration and anger resulted from 
the IT systems that were not in proper working 
condition. Th e fi ndings of a study done by Baraka, 
Baraka and Gamily (2015) indicate that managers 
working in call centres are very dependent on the 
connectivity and reliability of the systems that are 
used as part of their daily work. At a managerial 
level, the implications of this event, specifi cally 
in a call centre environment, could be that 
managers are not able to track their subordinates’ 
performance, thereby disabling them to reward 
their employees accordingly. Ultimately, this may 
have a negative infl uence on the morale of the 
organisation. Th e fi ndings of this study are also 
confi rmed by Katcher (2015), who found that a 
lack of information would lead to frustration 
among employees. He further indicates that this 
may lead to the deterioration of an organisation’s 
products and services.

Workload/pressure and unjust treatment

“Th ere are a lot more under pressure and a lot 
more target driven. Th e pressure we deal with 
daily and the responsibility you carry … It’s huge.”
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“Part of my job is tight deadlines, working 
under pressure.”

“You know what makes me feel very angry? 
Th e fact that I’m a manager but I get treated 
as if there is not trust from my side. So I have 
never ever given the company any reason to 
doubt me. Not once; You get a lot of pressure 
in terms of stats and also being monitored 
on a daily basis, over and above being 
monitored on a weekly and monthly basis.”

Th irdly, participants indicated that they 
experienced negative emotions when the tasks 
they received from top management were too 
excessive. According to Diefendorff , Richard and 
Yang (2008), an event that elicits negative emotions 
in employees is when supervisors are unfair and 
unreasonable in the distribution of duties. In 
addition, Grandey, Tam and Brauburger (2002) 
state that unjust treatment by supervisors will 
likely lead to individuals experiencing negative 
emotions such as anger. A heavy workload is one 
of the most frequent negative events experienced 
in any workplace (Dasborough, 2006). A heavy 
workload is likely to lead to burnout, which is toxic 
and damaging to the organisation. Furthermore, 
a heavy workload may lead to negative outcomes 
such as the exhaustion of one’s mental and 
physical resources, leading to low levels of 
energy, fatigue and various health problems 
(Bakker & Demerouti, 2006). Th e hypothesis can 
be formulated that top management’s demands 
may lead to burnout among staff , which generally 
translates into high turnover and decreased 
productivity. Supervisors, therefore, need to be 
aware of the impact of their actions on the well-
being of their subordinates. Upper-management’s 
distrust was also an event mentioned by 
participants. Mackenzie (2010) mentions that 
workplace trust is critical in management and 
that distrust may result in negative work attitudes, 
which may prevent the optimisation of employee 
skills and knowledge.

Work confl ict

“No, no, it was consultants pushing each 
other because they felt the other one was not 
abiding by the rules and getting information 
to forward himself to get the sale and to 

put himself in an advantage position.; An 
advisor. We got to a point where we really 
locked heads because we have very similar 
personalities. He is being straightforward, 
wanting me to understand his point and 
me wanting him to understand my point.”

Fourthly, participants mentioned confl ict in the 
call centre as a negative emotion event. Vollmer 
(2015) found that confl ict between a supervisor 
and a follower has negative consequences, such 
as confl ict spilling over to employees’ personal 
lives. Additionally, any confl ict at work creates 
a negative perception of one’s work experience 
and is very likely to have an impact on one’s 
experiences in the non-work domain (Volmer, 
2015). Grandey, Tam and Brauburger (2002) state 
that incivility and interpersonal confl ict between 
colleagues create anger, which can ultimately 
lead to aggression and hostility. Th e current 
study confi rms this statement; a participant 
mentioned that she feels angry and sad when her 
subordinates locked heads. It can be interpreted 
that any confl ict in the workplace has an impact 
on the work lives, and very oft en the personal 
lives, of managers. When the emotions stemming 
from the confl ict are not managed eff ectively, it 
might lead to work-life imbalance.

Call centre work environment

“Look, we work in a very, very, very competitive 
environment and it’s also very ‘cut-throat; I 
think that this is automatically a high stress 
environment due to the urgency and the 
clients. Th ey want assistance now plus you 
have a system that is not current functioning.”

Lastly, participants experienced negative emotions 
as a result of the demands and stress that form 
an integral part of the work environment. Th is 
proposed association is established in literature, 
as Rod and Ashill (2013) found that the call 
centre environment itself is characterised by high 
stress levels and, ultimately, burnout due to time 
pressure and daily targets. In addition to that, the 
fi ndings of a study done by Totterdell and Niven 
(2014) suggest that working overtime is strongly 
linked to negative emotions. According to Mulki, 
Jaramillo, Goad and Pesquera (2015), managers 
working in a sales environment such as call 
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centres, experience stress that may translate into 
role stress, which, in turn, has a negative impact 
on performance. Th is role stress may consume the 
employee’s psychological resources and reduce 
his or her capacity to respond to the demands of 
the job (Kiefer & Barclay, 2012). Th e above serves 
as evidence that this chain of events forms a 
destructive cycle in which the environment causes 
stress and the stress, in turn, leads to diminished 
capacity to perform tasks. In this cycle, emotion 
regulation is of utmost importance to ensure that 
tasks are performed eff ectively.

To explore the negative emotions in middle 
managers:

Frustration, anger and anxiety

“So it’s constant deviation from your thought 
pattern, which is the most frustrating part.”

“It was frustrating because you are 
sitting there and not doing anything.”

“It’s anger and it’s negativity because 
it infuriates me for them not doing 
what they are supposed to do.”

“You know what makes me feel very 
angry? Th e fact that I’m a manager but 
I get treated as if there is no trust from my 
side.” “I would say a slight anxiety and a 
little bit of disappointment in my team”

Th e fi ndings of this study indicated that 
participants stated that they experienced 
frustration and anger and anxiety on a daily basis. 
Literature confi rms this fi nding. According to 
Deery, Iverson and Walsh (2002), employees 
working in call centres, with its strain of 
constantly working with people, may experience 
intense negative emotions such as frustration and 
anxiety. In addition, Brotheridge and Lee (2008) 
identify anger, stress and frustration as some of 
the negative emotions experienced by middle 
managers. Anxiety was also mentioned in the 
participants’ responses as a negative emotion. 
According to Vlasenko et al. (2011), frustration, 
anger and anxiety can be grouped under high 
arousal emotions. Th e practical implications of 
these results are that managers need to be aware 
of their emotions and the impact thereof on their 

subordinates and the organisation, as these may 
have severe consequences for expected outcomes. 
Th e fi ndings of a study done by Kiefer and Barclay 
(2012) suggest that anger and anxiety can lead to 
depression, which makes these emotions toxic.

Furthermore, the eff ects of negative emotions 
are fi ve times stronger than the eff ects of positive 
emotions (Miner, Glomb & Hulin, 2005). Th e 
reason for this might be that negative emotions are 
strongly related to a destructive eff ect on the well-
being of employees, which, in turn, is negatively 
related to job performance (Zineldin & Hytter, 
2012; Barclay & Kiefer, 2014). A conclusion can 
therefore be drawn that it is of utmost importance 
for management to fi nd interventions to regulate 
these negative emotions. Th is will have a direct 
impact on the well-being and the retention 
of employees, and will result in a decrease in 
counterproductive behaviour in the workplace.

CONCLUSION AND IMPLICATIONS FOR 
BUSINESS AND MANAGEMENT 
Th e general objective of the study was to explore 
negative emotion events and emotions in a call 
centre environment. Th e work environment 
itself, as well as the demands that form part of 
it, is a major contributor to the negative events 
that middle managers experience. Performance 
is of utmost importance in a call centre, which, 
in turn, may lead to more stress and a highly 
pressured environment in which work should 
be done. Th e felt emotions resulting from these 
events included anxiety, frustration and anger. 
Another emotion event was the participants’ non-
performance. Many of the participants indicated 
that they experienced negative emotions due 
to a lack of information or when IT systems 
are faulty. Demands from top management, as 
well as upper management’s close monitoring, 
resulted in emotions such as anger and anxiety. 
Confl ict was reported as an emotion event that 
is rather common in a call entre environment. 
Th is included confl ict between colleagues as 
well as confl ict between the manager and his or 
her subordinates. Although all of these events 
elicited a variety of negative emotions in middle 
managers, most of the participants indicated that 
they enjoy the challenge of working in such a 
stressful environment.
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It is evident that not only managers, but also 
ground-level employees need to buy into the 
company mission, vision and targets set in call 
centres. Th is will reduce the frustration that 
middle managers experience. Overall, there 
needs to be some insight into the antecedents and 
outcomes of target management of all employees 
in call centres. Levels of work engagement and 
burnout need to be monitored constantly via some 
or other risk management measure. Th at being 
said, an active employee wellness programme 
is of the essence. Business and management 
need to undertake regular job resource audits, 
for example the quality and ‘workability’ of IT 
systems in call centres. Research and investigation 
into the competencies and skills that call centre 
workers must display are also on the table. One 
such competency that can alleviate work confl ict, 
frustration and burnout is emotional intelligence. 
Emotional intelligence interventions must form 
part of the on-boarding programme in the call 
centre industry.

LIMITATIONS 
Firstly, the study was conducted among middle 
managers working in a call centre environment 
in Gauteng. Th erefore, the fi ndings cannot be 
generalised to include all industries or other 
provinces in South Africa. Further experiential 
investigation is required in this regard. Samples 
from other geographical areas are therefore also 
called for. Th e sample size of participants who 
took part in this study did not include an equal 
number of males and females, making the gender 
ratio imbalanced. Most of the participants were 
Indian, indicating that the fi ndings cannot be 
generalised to all races. Th e sampling should 
be more diverse by including more women 
and participants from other races. Most of the 
participants were in the age group 25 to 29 years. 
More participants from other age groups should 
be included in the study to ensure a representative 
sample with regard to age.

Lastly, the study consisted exclusively of middle 
managers and did not consider the perceptions 
of their subordinates or upper management. 
One should therefore be cautious to make any 
generalisations in this regard. Incorporating the 
opinions of subordinates and supervisors in the 
study can enhance a holistic perspective.
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ABSTRACT 
Th e shortage and demand for educators in South 
Africa has been well researched Although South 
Africa showed an improvement in educator 
numbers from 2014 to 2015, there is still a 
massive shortage of qualifi ed educators. Talent 
management practices for educators are vital as 
the fl ow of educators into the educational system 
is not enough to cope with the demand for 
educators in our growing population. Th e main 
objective of this research was therefore to explore 
the talent management practices in selected 
private schools in South Africa. A qualitative 
research approach was followed, conducting 
semi-structured interviews with twenty-two 
(22) educationalists as a unit of analysis which 
comprised educators and educational managers 
from selected private schools in Johannesburg, 
South Africa (n = 22). Th e fi ndings show that, 
currently, there are many important factors to be 
considered in talent management. Th ese would 
include the development of good interpersonal 
relationships, recognition, building a professional 
career, remuneration, fl exibility in working hours 
and environment, as well as managerial and 
leadership practices. Th e results of this study 
could assist private education institutions in 
recognising the importance of creating a broader 
strategy for talent management which will 

infl uence institutional performance at all levels.

Key words: Talent management, retention; 
strategies; educators; private schools; business 
performance; implementing strategy 

INTRODUCTION 
Teaching is oft en described as a calling, rather than 
a career. Th is is done to placate educators when 
comparing their remuneration with that of other 
professions. Although teaching can defi nitely be 
perceived as a calling, it is certainly a career that 
holds the same promises, opportunities, pitfalls 
and challenges as a multitude of other professions. 
Th e authors are of the opinion that the days when 
educators were employed with merely a teaching 
diploma in hand are past. Many staff  rooms 
nowadays boast highly qualifi ed, specialised 
professionals who are every bit as passionate 
about their careers as the doctor, pharmacist or 
engineer down the road. Th ese highly qualifi ed 
educators oft en turn to the independent school 
sector when looking for a position. Independent 
schools are defi ned as private schools that are 
registered with the Department of Education for 
off ering basic education programmes in terms 
of the South African Schools Act (SASA), 1996. 
Although these schools certainly enjoy a greater 
level of autonomy than government schools, they 
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are still required to function within the constraints 
of the South African Constitution and pertinent 
provincial legislation.

Educators are oft en mollifi ed by the notion that 
a teaching career feeds the soul rather than the 
ego and therefore educators should be happy to 
pseudo-stagnate in one environment. It is well 
documented that twenty-fi rst century teaching 
demands educators who are able to multitask 
and become experts in a multitude of fi elds. 
Th ese would for example include the use of 
technology, knowledge of child psychology, 
mentoring, academic excellence, being sport and 
culture promotors, developers of leadership and 
administrative gurus. Th is must happen while 
avoiding the pitfalls of social media, exposure 
to racial sensitivities and a salary that is not 
comparable to that earned by other professionals 
with similar or even lower qualifi cations. Th is 
multi-faceted profession therefore enables some 
multi-talented individuals to thrive, while a 
multitude of highly qualifi ed, competent people 
quit.

In the South African private education 
environment it is essential that school management 
teams ensure that there are eff ective processes in 
place to entice quality applicants; recruit the best 
candidates from these applications; ensure that 
these candidates are appointed in the correct 
posts, guided, cultivated, evaluated and assessed 
through fair appraisal systems and are recognised 
as good quality educators.

Given the skills shortage in South Africa, talent 
management is expected to remain a business 
imperative in most fi elds, but even more so in 
education. Th e main objective of this research 
was therefore to explore the application of talent 
management practices in selected private schools 
in South Africa. Th e following is a literature 
overview of specifi c management practices related 
to the phenomenon of talent management.

LITERATURE REVIEW 
Human capital 
Human capital is such a precious resource that it 
is seen as one of the vital factors determining if 
an organisation can be successful in today’s fi erce 
competition. Especially in the education sector, 

a school is quickly identifi ed as a school that 
employs a specifi c revered teacher or a school that 
has good quality educators. Th is human capital is 
oft en what defi nes a school as a good school in 
the eyes of a discerning parent.

In 1997, McKinsey and Company studied seventy-
seven large organisations from several industries 
to defi ne the magnitude of the competition for 
talent (Chambers et al., 1998:3). Th eir research 
concluded that the most signifi cant corporate 
resource over the next two decades would be 
talent. Inevitably, this begs the question of how 
talent assets are to be managed, developed and 
protected as it is so diff erent from supplies and 
physical objects.

Michaels et al. (2001:45) describe talent as “Th e 
sum of the person’s abilities–his or her intrinsic 
gift s, skills, knowledge, experience, intelligence, 
judgement, attitude, character and drive”. It also 
includes his or her ability to learn and grow. 
Th ere is a strong lobby propounding the view 
that human resources and the management 
thereof are the most important sources of a 
competitive advantage for any business and 
not access to capital or the use of technology. 
One of the primary challenges facing managers 
today is to fi nd methods of reducing employee 
turnover, especially when this involves the loss 
of exceptional staff  members. Th e turnover of 
skilled/talented employees always leaves a vacuum 
in an organisation (Meisinger, 2007:12; Ready & 
Conger, 2007:69; Robert & Börjesson, 2006:521). 
Typically, these exceptional employees play a 
leading role in organisations, even when they 
are not employed in managerial roles. Normally 
a large amount of money and many hours are 
invested in their training and development.

A competent educator is an individual who 
possesses the right combination of knowledge, 
skills and attitude for a specifi c task (Robinson 
et al., 2007:65). Knowledge can be practical or 
theoretical, which relates directly to an educator’s 
grasp of subject content. Skills refer to the 
educators’ cognitive ability to enable learning 
through diff erent pedagogical approaches 
and attitude is the combination of values and 
behaviour of the educator towards education. To 
be recognised as a good educator, a teacher needs 
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to be an extraordinary instructor of their subject 
fi eld, not only be good at it.

Talent management 
In the literature many diff erent meanings are 
attached to the term talent management. Th e 
treatment of talent management by managers in 
various sectors is therefore quite varied. While 
some managers see it as the protection and 
retention of high quality staff  members deemed 
to be vital for the survival of the organisation, 
other managers take a far broader view. Th ey 
see talent management as all-encompassing and 
applicable to staff  members across all levels of the 
organisation.

As in any other industry, capability could mean 
an educator’s enthusiasm to initiate, pursue, 
shoulder and carry out assignments. Th e very 
concept of taking ownership of a task or situation 
is prevalent during each and every lesson as 
it engenders being accountable for a task, but 
also sets the moral compass for learners. Th is 
ownership is grounded in self-effi  cacy and other 
self-related phenomena (Mayer et al., 2008:507). 
Talent management systems need to recognise 
this self-effi  cacy to provide an organisation with a 
vehicle to attract and retain the right skills at the 
right time in the right jobs.

Th e process of talent management describes 
attracting the most suitable applicants for a vacant 
position by recruiting and retaining them by 
implementing a planned approach to retention. 
Furthermore, talent management also describes 
the development of employees internally to 
achieve the organisational objectives. All of 
this typically occurs in a changing and complex 
business environment (Bano et al., 2011:4; Dries, 
2013:272; Wellins et al., 2010:146).

Talent management practices 
Abassi and Hollman (2000:303), and Sherman 
et al. (2006:8) highlight reasons like recruitment 
methods, managerial acumen, an unwelcoming 
working environment, the absence of recognition 
programmes and a poor remuneration structure 
for a high employee turnover in organisations.

To be successful in talent management, 
organisations need to look beyond identifying 

successors for only senior positions (Clapp et al., 
2015:1-17). Several authors (Bano et al., 2011:4; 
Dries, 2013:272; Wellins et al., 2010:8) state that 
human resource practices must facilitate and not 
impede long-term eff orts to groom and grow 
talent from within the organisation. Th is includes 
the design of a strategic human resources plan 
that will support the business strategy. High 
employee morale reduces stress, absenteeism and 
turnover and increases employee performance 
(Barkhuizen, 2014:1100; Smithe & London, 2009). 
Researchers postulate that the importance of 
talent management stems from its role in gaining 
a competitive advantage in order to realise the 
strategy of the organisation, making the strategic 
management of talent in any organisation a 
cornerstone in establishing success.

Talent attraction 
Astute organisations and those with a solid 
strategy for developing a strong employer brand 
will recognise that by providing these high-speed 
learning and self-marketability opportunities 
and communicating these clearly (during the 
recruitment process, during induction and for 
example, in the workplace), they can provide 
a very powerful and attractive draw card for 
organisational talent – both external and internal 
(Glen, 2006:37).

Performance management and recognition: A 
mounting body of evidence shows that success in 
work is multidimensional (Mattern et al., 2014:5). 
In the workplace, it has long been recognized 
that performance on the job requires more than 
just completing tasks in a timely manner with 
suffi  cient quality. For instance, Campbell’s (1990) 
eight-factor model of job performance is widely 
accepted. Based on a factor analysis of the various 
behaviours related to overall job performance, 
Campbell sub-divided job performance into the 
following dimensions: task-specifi c behaviours, 
non-task specifi c behaviours, oral communication, 
eff ort, personal discipline, teamwork, supervision 
or leadership and managerial skills.

Academic performance can be conceptualised as 
multidimensional because it too encompasses a 
wide range of behaviours important for overall 
success (Camara, 2005:8; Oswald et al., 2004:187; 
Shultz & Zedeck, 2011:620). For example, 
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Oswald et al. (2004:620) propose a twelve-factor 
model of academic performance that includes a 
traditional academic component (knowledge, 
learning and mastery of general principles) and 
non-traditional components (such as continuous 
learning, multicultural tolerance, leadership and 
career orientation).

Organisational citizenship behaviours or social 
conscience and counterproductive or uncreative, 
laissez-faire work have been suggested 
as supplementary scopes of occupational 
performance, underpinning the belief that 
behaviour that is task-specifi c is an inadequate 
depiction of the extensive concept of staff  
performance in any occupation (Borman et al., 
2001:52).

Management mind-set and support: By 
fashioning the right framework, schools can 
encourage educators to internalise values of 
valid information, transparency, fairness, issue 
orientation, task ownership and accountability, 
which are underlying ideals in a typical school 
ethos to be ready to engage in organisational 
citizenship behaviour (Somech & Drach-Zahavy, 
2004:293).

Retired chairman and Chief Executive Offi  cer of 
General Electric, John Francis Welch, stated in 
the February 2001 General Electric Annual letter 
to the board that: “Globalisation has changed us 
into a company that searches the world, not just 
to sell or to source, but to fi nd intellectual capital–
the world’s best talents and greatest ideas”.

Training and development: Human capital, 
as with any other resource, requires investment 
to improve it. Villegas (2006) established that 
employee training is related directly to worker 
retention.

Inadequate opportunities to be sent on courses, 
seminars or workshops to engender further skills 
development and pedagogical knowledge are 
contributing factors to a high staff  turnover as 
no investment in upskilling them is perceived. 
Th is leads to the belief that staff  members are 
undervalued and not worthy of investment. Th ese 
are both extrinsic and intrinsic motivational 
drivers that may assist educational managers to 

increase employee retention in their schools.

Compensation: Businesses are continuously 
reminded of the need to develop appropriate 
remuneration packages to reward exceptional 
employees who off er signifi cant skills to their 
organisation (Schlechter et al., 2014:648). 
Research plainly argues that educators are 
poorly remunerated and underpaid (Correa et 
al., 2015:1331), making the leap to the business 
sector an easy decision for the ambitious. Salary 
scales commonly used in South African schools 
compensate educators according to tightly 
structured rules that typically reward only 
teacher experience and education credentials. 
Critics of the status quo argue that such rigid 
and misaligned compensation systems cannot 
adequately attract and retain a high-quality 
teacher workforce (Hanushek, 2007:574; Johnson 
& Papay, 2009).

Th e detailed explanation of the research design of 
a qualitative study based on the grounded theory 
is presented next.

RESEARCH DESIGN 
A qualitative research approach was followed, 
using grounded theory within an interpretative 
paradigm. Qualitative research is characterised 
by its aims, which relate to understanding some 
aspect of social life and its methods which (in 
general) generate words, rather than numbers, 
as data for analysis. Qualitative researchers seek 
to understand a given research problem or topic 
from the perspectives of the local population that 
it involves. In broad terms, qualitative research is 
an approach that allows one to examine people’s 
experiences in detail (Hennink et al., 2011:111). 
Qualitative methods generally aim to understand 
the experiences and attitudes of interviewees. 
Th ese methods aim to answer questions about the 
‘what’, ‘how’ or ‘why’ of a phenomenon rather than 
‘how many’ or ‘how much’, which are answered by 
quantitative methods. A case study strategy was 
selected to conduct the research. Th e case study 
strategy was considered most appropriate as the 
researcher wanted to investigate a contemporary 
phenomenon in the real-life context (Creswell, 
2012:19).
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Sampling 
Th e research focused on private schools in 
Gauteng which is the basis for most private 
schools in South Africa. Th ey needed to meet the 
following inclusion criteria:

• Be part of a corporate environment. 
• Be recognised as an institute of excellence.
• Be located within the Johannesburg area.
• Have a solid reputation in terms of past matric 

results and extra-mural achievements.
• Have educators who are employed on a 

permanent basis.

Access was negotiated and/or obtained to enter 
the research setting by contacting the principals of 
the various institutions and furthermore seeking 
permission in writing from the educational 
corporations that own the diff erent private 
schools in which the intended research would be 
conducted. Th e educators (n = 22) interviewed 
constituted a cross-section of educators at 
diff erent levels of experience, from fi rst-year 
educators to educators at retirement age. Th e 
educators came from fi ve selected private schools 
in Johannesburg. Most of the participants were 
female (n = 19);

TABLE 2: DEMOGRAPHIC CHARACTERISTICS OF PARTICIPANTS

Participant Background

P 1

Participant 1 is a male with more than 20 years’ experience in education, of which 
most was in private education as an academic acting in various managerial roles. He 
launched various initiatives within the sphere of private education. He holds a PhD 
in Physics.

P 2

Participant 2 is a female with more than 15 years’ experience in education. She is 
employed in a Head of Department position and has overseen the administrative 
processes of a number of vital functions at her school. She plays a critical role in 
quality assurance. She holds an honours degree in education.

P 3

Participant 3 is a female with more than 20 years’ experience in education. She is 
employed in a Head of Department position and has overseen the administrative 
processes of a number of vital functions at her school. She plays a critical role in 
quality assurance. She holds a master’s degree in education.

P 4

Participant 4 is a female with more than 15 years’ experience in education. She is 
employed in a Head of Department position and has overseen the administrative 
processes of a number of vital functions at her school. She plays a critical role in 
quality assurance. She holds an honours degree in education.

P 5

Participant 5 is a female with only 2 years’ experience in education. She is employed 
in an educator position and has overseen the administrative processes of a number 
of vital functions at her school. She plays a critical role in quality assurance. She 
holds a master’s degree in Genetics and a PGCE.

P 6

Participant 6 is a female with 3 years’ experience in education. She is employed in an 
educator position and has overseen the administrative processes of a number of vital 
functions at her school. She plays a critical role in quality assurance. She holds a BEd 
degree in the Sciences.

P 7 Participant 7 is a female with 7 years’ experience of which one year is in private 
education. She holds a BEd honours degree and is employed in an educator position.

P 8 Participant 8 is a female who is a fi rst year educator and holds both an LLB degree 
and a BEd degree. She is employed in an educator position.

P 9
Participant 9 is a female with 8 years’ experience of which one year is in private 
education. She held a managerial position in a government school and is employed 
in an educator position at a private school. She holds a BEd honours degree.
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P 10

Participant 10 is a female with more than 20 years’ experience, the majority of which 
is in private education at several schools located in Johannesburg. She has held both 
educator and educational psychologist positions at these schools. She holds an MEd 
Psych degree.

P 11

Participant 11 is a female with more than 10 years’ experience, the majority of which 
is in private education at several schools located in Johannesburg. She is employed 
in an educator position at a private school. She holds several qualifi cations outside 
education as well as a PGCE and was previously employed in the private sector. 

P 12

Participant 12 is a female with more than 15 years’ experience, the majority of which 
is in private education at several schools located in Johannesburg. She is employed 
in an educator position at a private school. She holds several qualifi cations outside 
education, including an honours degree in Business Management and was previously 
employed in the private sector.

P 13
Participant 13 is a male with less than 5 years’ experience in education, but with 
only one years’ experience in private education. He holds an honours degree in 
Educational Management and Leadership.

P 14

Participant 14 is a female with more than 10 years’ experience in the languages. 
She held a Head of Department position at a previous school and plays a huge 
administrative role at her current school. She holds a BA honours degree in languages 
and postgraduate PGCE.

P 15
Participant 15 is a female with more than 10 years’ experience in teaching. She holds 
a Head of Department position at her current school as well as a position on the 
school management team. She holds a BA honours in Fine Arts and a PGCE.

P 16
Participant 15 is a female with more than 15 years’ experience in teaching. She holds 
a Deputy Head position at her current school as well as a position on the school 
management team. She holds a teaching diploma.

P 17

Participant 17 is a male with more than 20 years’ experience in education, of which 
most were in private education as an academic with various managerial roles. He 
is employed as Deputy Head at a private school. He launched various initiatives 
within the sphere of private education. He holds a BA degree in languages and sport 
sciences and a PGCE qualifi cation.

P 18

Participant 18 is female with more than 30 years’ experience in teaching. She holds 
a Head of School position at her current school as well as a position on the school 
management team. She holds a BA honours in Genetics and a PGCE qualifi cation. 
She is reaching the end of her tenure.

P 19
Participant 19 is a female with more than 15 years’ experience in teaching. She holds 
a Deputy Head of school position at her current school as well as a position on the 
school management team. She holds a teaching diploma. 

P 20
Participant 20 is a female with more than 15 years’ experience in teaching. She held 
a Deputy Head of school position at her previous school and acted as Subject Head 
at her current school. She holds a BCom honours degree and a PGCE qualifi cation.

P 21
Participant 21 is a female with 2 years’ experience in education. She is employed 
in an educator position and has recently been given additional managerial tasks to 
fulfi l. She holds a BSc honours and a PGCE qualifi cation.

P 22
Participant 22 is a female with more than 20 years’ experience in teaching. She held 
a Deputy Head of school position at her previous school and is the Executive Head 
at her current school. She holds a BEd honours degree.
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Data collection methods 
Individual semi-structured interviews were used 
to collect the data from the identifi ed private 
schools. Making use of individual interviews is a 
well-known qualitative method of data collection 
and encourages a free fl ow of ideas. Th is method 
is typically led by one interviewer, but he or 
she could be assisted by a scribe or other team 
members (Babbie, 2010:32). Explorative and 
descriptive questions were used to collect data 
during the semi-structured interviews (Mouton, 
2001:56). A recording device was used to ensure 
the accurate transcription of all data collected 
during the interviews and focus groups (Stuckey, 
2014:6). As a recording was used, the respondent’s 
prior permission was fi rst obtained (Brikci, 
2009). Th e rigour of the qualitative section relates 
to the overall planning and implementation to 
ensure the authenticity and trustworthiness of 
procedures (Onwuegbuzie & Leech, 2007:49; 
Robert & Börjesson, 2006:43).

Data analysis 
For this study, patterns, themes and similar 
incidents were identifi ed from existing literature 
and similar research conducted internationally 
and from the data collected during the present 
study and individual interviews. Coding in 
content analysis is regarded as the core process 
in classic grounded theory methodology (De Vos 
et al., 2017:5). Content analysis has the capacity 
to demonstrate how data can be analysed in 
a systematic and methodical way in order to 
guarantee rigour. Th e data was coded to identify 
patterns that could assist in understanding the 
large volume of information obtained during the 
interviews. A thematic analysis was conducted 
across all the data to identify the common issues 
that recur and identify the main themes that 
summarise all the views collected.

Th e following methodologies were applied 
to ensure the quality of data captured during 
interviews and focus group sessions:

• All semi-structured interviews were 
electronically recorded with the permission 
of participants.

• Th ese recordings were labelled, indicating 
the time and site of recording, as well as the 
details of the participants.

• Th e recorded data was transcribed and stored 
in Word format.

• All notes recorded by hand were typed and 
stored in Word format.

• All original notes were safeguarded by locking 
these in a cabinet.

• All original recordings will be safeguarded by 
uploading them into the cloud.

FINDINGS 
Th ematic analysis is a widely-used qualitative 
analytic method that off ers an accessible and 
theoretically-fl exible approach to analysing 
qualitative data. From the data the following 
themes were identifi ed.

Th eme Description

Th eme 1 Professional development and 
mentoring

Th eme 2 Communication
Sub-theme 2.1 Performance management 
Sub-theme 2.2 Recognition
Th eme 3 Flexibility – working hours
Th eme 4 Compensation
Th eme 5 Additional higher order tasks
Th eme 6 Teaching as a calling

THEME 1: PROFESSIONAL 
DEVELOPMENT AND MENTORING 
Several of the participants, who were newly 
qualifi ed educators, expressed the view that 
university training did not properly prepare them 
for the educational world of work. Th is highlights 
the importance of mentoring across various stages 
and platforms. Induction mentoring is important 
to ensure an easier integration into a school’s 
ethos and culture, whereas peer mentoring is an 
essential additional element to facilitate a cohesive 
work team. Finally, developmental mentoring 
is vital to assist educators with career growth 
opportunities. Educators may need diff erent 
mentors for diff erent areas of their professional 
and personal lives.

Induction mentors may act as a neutral and 
impartial confi dante for any concerns or 
diffi  culties an educator may have in settling down. 
A mentor could also assist with several aspects 
such as explaining policies and procedures or 
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simple day-to-day matters including where to 
get copying done or how to access the school’s 
administrative network.

Developmental mentoring assists educators 
in developing their strengths and potential, 
and identifying their changing needs, values, 
aspirations and what’s most important to them. 
One educator may require more managerial 
skills, where another wishes to receive training in 
computer skills. Educators generally wish to take 
on added responsibilities and grow their own 
subject knowledge. To enable this, peer mentoring 
and developmental mentoring must be employed.

P11: “A management course would be great so 
that I can be a better manager. And the general 
skills come with experience as well, so I have 
learned some of those things through errors, but 
the training would have made it less damaging to 
young educators that I didn’t manage properly. 
But things like time management, people 
management – that would really improve me but 
besides that I have spent 30 years in this job and I 
think I can do it with my eyes closed in the middle 
of the night”.

P 12: “I feel I am lacking in certain areas of 
computer skills. I want to make my papers look 
professional and then I go to the IT guy and I 
say: Can you fi nd me a program where I can edit 
pictures to make it look clearer and whatever, 
whatever. I would like some sort of training on 
that. Not training on how to enter marks onto the 
system. But how to use an excel spread-sheet where 
I could type in an absent and it will automatically 
ignore the mark for me. Th at is useful to me, not 
doing a thing on how to enter marks onto the 
system. I feel in terms of my personal growth the 
school isn’t providing that stimulation and not 
catering for my needs. Ask and we will get the 
results. I just feel that management is not asking 
the right type of questions. I understand time 
is an issue, but I feel from that side there needs 
to be better planning and communication from 
management and head offi  ce”.

P 20: “If I am in the same position for years and 
years and not do anything challenging. Th at is 
why I left  my previous school. You just get bored 
doing the same thing over and over and over. 

So that is why I say try new things, try diff erent 
things. I love learning. It is nice to learn from 
everyone. So, I think when you get bored, when 
there are no more challenges”.

THEME 2: COMMUNICATION, 
PERFORMANCE MANAGEMENT AND 
RECOGNITION 
Eff ective performance management processes 
should contain critical opportunities for 
recognition and therefore motivation. Seen 
simplistically, most educators will feel motivated 
and will want to stay in their job if their school 
management team pays attention to their work, 
provides them with a job to match their skills, 
knowledge and experience.

In big corporate school environments, educators 
oft en feel that corporate managers are removed 
from the daily toil of education. Th ey are therefore 
not in touch with the demands of a twenty-fi rst 
century learning environment.

Teacher representation on a management 
forum is vital to allow educators to present their 
concerns, make suggestions and have a voice. 
Educators need to feel supported and listened to. 
Th is also means providing growth opportunities 
so that an educator does not feel stagnated and 
eventually redundant. In a school environment, 
there is almost no connection between the 
corporate manager and the educator staff  other 
than they just happen to be wearing the same 
logo on a staff  item of clothing. It is therefore 
essential that corporate managers work more 
closely with everyone in the team, understanding 
the needs, aspirations and motivating factors that 
will ensure a mutualistic inclusive culture where 
educators feel respected, valued and listened 
to and corporate managers receive the desired 
return on investment in human capital.

P 9: “Yes, I think that I know that when we 
deal with corporate schools that an individual 
teacher within a school is a tiny piece of a major 
wheel, but you know at the end of the day we are 
already at the coal face and at the end of the day 
we are ones who are producing the corporation’s 
success”.

P 9: “I think it is the various levels of 
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management need to know where they stand, and 
I think that it is important that the upper echelon 
who lets the middle echelon who lets the lower 
echelon know what is going on. I think especially 
in a corporate school where we are doing it with a 
corporation not just with education and a school 
we have confl icting and competing missions in a 
sense and I think that things need to happen and 
when they happen it needs to happen on time and 
properly and I think that is what management can 
defi nitely do better”.

P 10: “I think management at schools has a big 
part to play. I think a lot of the time management 
don’t support their staff . I genuinely feel that, and 
I’ve had that throughout my teaching career. I 
think that’s why a lot of educators go to corporate. 
If management stand a lot more with the staff , that 
will be better. Obviously, you cannot change the 
payment structure; you know that’s out of your 
control. But I think that has a big part to play. 
Taking the time to make sure your staff  is happy 
and if not taking the time to go fi nd out what is 
wrong and going out and making it better”.

THEME 3: FLEXIBILITY (WORKING 
HOURS) 
Flexible working hours are becoming more 
and more important to educators. A lot of 
organisations off er fl exible working hours to 
employees due to the benefi ts that fl exibility 
gives to both employee and employer, but this is 
rarely the case in education. Greater employee 
productivity and higher organisation profi tability 
are the most common benefi ts observed in the 
private sector. A move to a more campus-style 
environment where educators can enjoy the 
freedom of coming and going as required would 
benefi t both the school and the staff . Flexible 
working hours promote and facilitate work-life 
balance. Reduced stress and increased employee 
wellbeing are outcomes of the work-life balance. 
Obviously, an educator would be bound within the 
constraints of a school timetable and allowances 
would need to be made for emergencies such 
as substituting for another teacher when ill, but 
a greater fl exibility in working hours would, for 
example allow the educator-mom or educator-
dad to see her/his own child participate on stage 
or on the sports fi eld or allow an educator to 
attend to the mundane requirements of home 

administration such as renewing a car or driver’s 
licence.

Flexible working practices are benefi cial for 
both employee and employer. Flexibility was in 
the fi rst place introduced to the private sector 
workplace in order to help employees with kids 
or employees who take care of siblings to manage 
their time between work and life. Th is fl exibility 
allows employees to control when, where, and 
how many hours they work; fl exibility defi nitely 
contributes to improvement in the allocation of 
work and life responsibilities. Educators have the 
very same needs as private sector employees and 
also desire the same work-life balance that fl exible 
working hours bring about.

P 9: “Well, I think absolutely because I am 
the kind of person that what could I say. I am 
an obsessive. So, the fact that I leave school and 
go home does not mean that I stop working. My 
work will continue. If I have something to do it 
will be done. Whether it is at school, whether it 
is at home is completely irrelevant. Obviously, 
the teaching is done in a school environment 
but everything else that I do can be done from 
anywhere”.

P 9: “I would love to start later. Th is morning 
traffi  c is just not me – which is one of the reasons 
I came to Aurora in the fi rst place. It was because I 
was tripping up to the other end of the world and 
that just killed me”.

P 11: “Some kids like me are not early morning 
people and with the classes starting very early, 
some kids are still not awake like I am not awake. I 
am here, and I am dressed but that is about it. But 
some of the kids tend to be better in the morning 
and diffi  cult to balance things like early risers and 
late risers and manage all the diff erent types of 
birds in the class where some would rather fl y 
outside instead of sitting in class, so I think more 
freedom of how to off er a class and where to off er 
a class and when to off er it. But it is not practical 
in a school setup”.

P 11: Flexible time. Th at would be ideal if I 
could start a little later and I can work until 6 
to 7 o’clock at night. Th at would be an amazing 
setup. Some of the staff  that I would like to shoot 
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in alphabetical order starting at Z – reversed”.

P 20: Hours worked would be nice. Example: If 
I did culture in term 1 and 3 and I worked 400 
hours then I know I can leave here at 14:30 every 
day without anyone frowning or looking at it 
funny. I think it is always certain people who do 
all the work and certain people who don’t. You 
are always missed if you are not there because you 
are always part of everything. So, an open thing 
where if you have done this you can go would be 
nice”.

THEME 4: COMPENSATION 
Private educational institutions must ensure 
alignment between compensation of educator 
budgets and personnel head count. Unrealistic 
submissions with evidence of a poor attempt 
at managing costs downwards will ultimately 
result in the school not being able to maintain 
its staff  and retrenchments would follow. School 
managers therefore need to balance the staff  
compensation and remuneration scales very 
carefully to ensure the longevity of the institution. 
On the fl ip side of the coin, educators have 
traditionally been underpaid and do not enjoy 
the same remuneration as their counterparts 
in the private sector with equal or even lower 
qualifi cations or fewer working hours.

Most private schools employ educators on a 
cost-to-company basis that does not allow for 
fringe benefi ts such as a housing allowance, car 
allowance, medical aid, performance bonuses or 
overtime. Most educators are involved with extra-
mural activities aft er school and over weekends, 
leaving only evenings to prepare for classes or 
set and mark assessments. Oft en family life 
suff ers because of this, leaving very little time for 
educators to spend with loved ones.

Th is leads to educators exploring diff erent 
options, including leaving the profession or 
even leaving the country for greener pastures. 
According to a relocation company, CapRelo’s 
data, local educators earn an average of $19,452 
(R273,209) annually – far less than the global 
average of $27,175. Educators, especially qualifi ed 
and experienced ones, leaving the profession is 
not good for the country as invested knowledge 
and skills are needed. Th is has implications for the 

brain drain and is leaving South Africa in short 
supply of valuable and experienced educators.

Th e Lemieux decomposition and the monthly 
earnings simulated from the reweighted wage 
distribution also revealed that teaching is likely to 
be an attractive profession for workers at the lower 
end of the skills distribution and an unattractive 
profession for workers at the higher end of the 
skills distribution (Lemieux, 2002).

P 9: “Look, at the end of the day there are two 
aspects to any job that you have. One is happiness 
and one is remuneration. I can’t. I have fi nancial 
obligations as we all do and the job that I do has 
to cover those obligations and if it doesn’t then I 
must go elsewhere”.

P 10: “I think it would be nice if you got a little 
bit extra for going the extra mile. So, if you put 
yourself out there for extra hours in like sport 
hours, whatever, I think there must be a little bit 
of something nice. I think that could be nice”.

P 12: “Realistically it sounds like a fabulous job 
because you get the holidays off  and people think 
we work a half-day job, but in reality, it is not. You 
are taking marking home. It is hours and hours of 
extra lessons and it is not only that, it is almost the 
emotional investment of yourself as well”.

P 15: “I don’t get paid a lot for the extra stuff  
that I do. So, they kind of just push aside whatever 
else I do and just kind of pay me for my teaching. 
I could be paid more. I feel I can be paid a bit 
more for all the extra stuff  that I do”.

P 21: “When I hear what people actually earn 
out there and the amount of work that they do for 
that money, there is no justifi cation. I don’t think 
people realise how pressurised our lives are here 
and how much strain we take when we go home. 
We don’t just close the door here at 17:00 and go 
home. You have a whole lot of things to go and do 
and family etc.”.

THEME 5: ACKNOWLEDGEMENT 
Educator acknowledgement is the timely, informal 
or formal acknowledgement of behaviour, eff ort 
or result that supports the school’s goals and 
values and which has clearly gone beyond normal 
expectations. Educator acknowledgement has a 
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massive communication component. Recognizing 
educators for their good work sends an extremely 
powerful message to that particular teacher, their 
department and other staff  members through 
the staff room grapevine and through formal 
communication channels.

Praise and recognition are essential to an 
outstanding workplace. People want to be 
respected and valued by others for their 
contribution. Education is an opportunity to 
inspire children to love learning, so that they 
can grow into what they were meant to be. It’s 
all about leadership and inspiration. School 
managers are oft en so overly focused on averages 
and the completion of the curriculum that they 
do not take the time to acknowledge educators 
for the work that they do.

Teaching is oft en labelled a thankless job, but 
this need not be the case. To many educators, 
receiving sincere thanks is more important 
than receiving something tangible. Educators 
appreciate recognition through personal, written, 
electronic and public praise from those they 
respect at work, given in a timely, specifi c and 
sincere way. Opening channels of communication 
through acknowledgement also paves the way for 
two-way conversation, enabling school managers 
to better support their educators.

P 10: “Support me – give a means to it. If on a 
diff erent level like for example you give me the 
Grade Tutor position and I feel I am doing it well, 
but you overrule every single decision I make, 
and you go over and above my head every time. 
You second guess, you undermine me in front of 
the kids or something like that – that for me is a 
let-down”.

P 20: “At this school you get into trouble quickly 
when you do something wrong or when you don’t 
do something, but people are not acknowledged 
for things that they do do well. I think it is a 
general feeling with the staff . We do all these 
things and it is never said: Well done for this 
specifi cally or well done for that. But the minute 
you do something wrong or step out of line then 
you are in trouble quickly”.

THEME 6: ADDITIONAL HIGHER 
ORDER TASKS AND PROMOTIONAL 
OPPORTUNITIES 
Not all educators wish to climb ‘the corporate 
ladder’. Some are very happy to display their 
subject expertise in the classroom and would 
prefer the role of a master teacher over that of 
added responsibility. Other educators wish to 
be given more responsibility, have aspirations 
outside the classroom and feel that they can serve 
their learners better when given an opportunity 
to infl uence decisions at a managerial level.

Each private school will have a diff erent approach 
to skills development. Educators tend to rise to 
the occasion and do the necessary without always 
receiving the support, training or tools to perform 
higher order tasks. Education is probably one 
of the very few professions where an educator 
who is good in a classroom will get promoted 
to spend less time in that classroom and more 
time on administrative or managerial duties. Th e 
excellent mathematics teacher is not necessarily 
an excellent manager…

Th is said, however, educators thrive on additional 
responsibilities and higher order tasks. A skilled 
and well-supported leadership team in schools 
can help foster a sense of ownership and purpose 
in the way that educators approach their job. 
Devolving professional autonomy to educators 
will enhance the attractiveness of the profession 
as a career choice and will improve the quality of 
the classroom teaching practice.

Eff ective school management teams realise that 
authority to lead need not be located in the person 
of the leader but can be dispersed within the 
school between and among diff erent educators. 
Th e real challenge facing most schools is how 
to sustain school improvement. Sustainability 
depends upon the school’s internal capacity to 
maintain and support developmental work and 
sustaining improvement requires the leadership 
capability of the many rather than the few.

P 10: “So, (MY SCHOOL) off ered me a position 
in which I could expand my development as a 
teacher. So, my fi rst and only teaching job and my 
biggest one started at (A PREVIOUS SCHOOL) 
and I taught there for 12 years, and when I was 
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there I had approached my Head of Department 
who become Head of Department because she 
held an HOD and a Deputy Post and you are not 
allowed to. She refused to give up the Head of 
Department post. For 12 years she refused. She 
was not allowed to, and the Principal could not 
get her to give it up. She had to have one or the 
other”.

P 11: “I don’t want to go up into the higher 
ranks. Th ere is too much stress and they take you 
out of class. I would get onto a desk to try and 
explain something, and I don’t care if I look funny 
because that is what it is all about”.

P 14: “At the moment it is being given a bit 
more responsibility as well as having a bit more 
opportunities like having a go at a grade 10 class. 
Th e responsibilities and the position of assistant 
grade head is playing a big role in keeping me 
here now”.

THEME 7: TEACHING AS A CALLING 
(WHY TEACHING AS A CAREER?) 
A calling implies a deep-seated belief that 
education is the only profession that makes sense 
to pursue. Th is realisation could be founded 
in something as simple as a nudge toward the 
teaching profession from a former teacher, or as 
complex as a lifelong passion for supporting the 
children of your community.

Educators provide a valuable service to society 
and should hold a respected position. Parents 
especially, place great trust in educators by 
entrusting their children to the care of educators for 
the school day. During this school day, an educator 
is entrusted not only with content delivery, but 
also with laying formative foundations that will 
infl uence a child’s view of self, community and 
the world. Because educators are in contact with 
many students, recognition of the service they 
provide is unavoidable. Prominent members of 
the community, such as politicians, bankers and 
doctors will oft en publicly laud the educators and 
star educators are oft en featured in local news.

Th e sad thing is that other professionals oft en see 
this ‘calling’ as an excuse why educators do not 
deserve the same remuneration or why educators 
would be expected to sacrifi ce work-life balance 

to attend to the needs of the learners in their care. 
Teaching is the process of attending to people’s 
needs, experiences and feelings and intervening 
to ensure that they learn particular things, and 
go beyond the given. A ‘calling’ and a ‘career’ are 
oft en viewed as two mutually exclusive entities 
in the Venn diagram of the education profession 
because outsiders do not understand this 
duality of the nature of education. Teaching is a 
profession, a career and a calling.

P 16: “Why teaching? My answer is always a 
cliché. It was a calling more than anything but 
what I realized is that no one is really doing it out 
of love and passion, the people just sort of fall into 
teaching and I felt there was a need for people 
who actually had a passion for teaching. Even in 
my educational experience I felt there was a gap 
at times in how we were treated and how we were 
disciplined and how we were addressed and just 
basically you just felt like dirt and it felt like very 
few of my educators did it out of love. If there was 
I could spot them from a mile away and I wanted 
to be that”.

P 9: “At the end of the day I am one out of 8 
billion people on this planet. Am I going to make 
a diff erence to the world? I can try. I would like 
to believe that my environmental bit, you know, 
recycle, reuse whatever. But if I can make a change 
within my immediate environment. Th at to me is 
important”.

P 10:  “So, I’ve had education in my family 
since I was little. So, my Grandmother was a 
teacher – she was a primary school teacher, my 
uncle was head of what used to be the Education 
Department and my parents somewhere along 
the line opened a black African school and they 
were doing education for underprivileged kids. 
So somewhere along the line I’ve just kind of fall 
into that and I was the girl who at 10 years old 
had the teddy bears lined up and was teaching to 
them”.

P 1: “So, you always knew that this was it. 
Th ere was nothing else for you, nothing else that 
you ever considered doing diff erently?”

P 11: “It was a calling. I taught kids around me 
from a very early age. I was always the teacher to 
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my sister and brother. I was born into a family 
of educators. Th ere was never any doubt in my 
mind as to what I was going to do. When I got 
my matric results my dad said to me: ‘What are 
you going to do? Are you going to be a lawyer or 
a doctor or something?’ and I said I am going to 
be a teacher. My dad said that is a total waste and 
I said I want to teach children”.

MANGERIAL IMPLICATIONS/
RECOMENDATIONS 
It is no longer adequate to refer to teaching 
simply as a calling and expect educators to work 
for salaries that are not market related because 
of this. A strong talent management strategy is a 
powerful tool for the retention of highly skilled 
and motivated educators. Retention of key 
employees is critical to the long-term health and 
success of any organisation.

Th e following are important aspects to consider 
when developing an effi  cient talent management 
strategy and practices.

Educators carry on teaching if they can carry out 
several education roles inside and outside the 
classroom and are given professional support 
during the whole of their careers, not just at the 
initial stages of teaching.

Th e quality of workplace relationships seems to 
be one of the main determinants of workplace 
eff ectiveness and, accordingly, the primary 
management task in any school is to enhance 
relationships. Enhancing relationships is about 
managers interacting with others in ways that 
elevate their self-esteem and their belief in 
themselves.

In-service training beyond the scope of pedagogy 
is required. It’s a win-win, with employees feeling 
valued and motivated and the organisation 
retaining engaged and satisfi ed workers. 
Induction programmes, buddy systems, skills 
training, diversity training and diversity change 
management were highlighted as some key areas 
to focus on when developing talent management 
practices.

Managers need to assist in aligning educator 
goals with those of the school. Educators need 

to experience a ‘good fi t’ in order to invest their 
time, skills and emotions in a school. Managers 
need to assist educators to establish a timeline 
for reaching career goals and identifying the 
resources needed to do so. Resources may include 
short-term training, mentoring or further formal 
education such as pursuing a further degree. 
Clear managerial support and encouragement is 
essential.

Th e performance management process at any 
school requires succession planning and career 
development plans for each and every member 
of staff . Eff ective talent management practices 
within the school environment infl uence educator 
motivation and job satisfaction and reduce the 
likelihood for turnover. Th erefore, it is worth 
strengthening human resource management skills 
at school management level and human resource 
managers in corporate educational companies 
need to support heads of schools to implement 
talent management strategies and activities.

A few last thoughts to consider when developing 
a talent management strategy are:

• Diff erentiate your organisation. A school, 
like many other businesses, is multi-faceted. 
Especially in private schools where a more 
integrated approach from grade RR to grade 
12 is followed, it is oft en possible and even 
necessary to move educators from one phase 
to another to ensure a more comfortable fi t 
for both the educator and school. 

• Plan for a succession and acceleration 
pool. With a clear career goal in mind and 
a succession plan in place, schools will be 
better equipped to retain staff  members who 
are driven and ambitious. Some educators 
can be identifi ed very early in their careers as 
potential managers in a school and groomed 
for these positions. If an educator knows that 
he/she is being prepared for a promotional 
post, he/she will think twice about leaving one 
school for another. 

• Consider changes in managerial style to 
accommodate younger workers. Managers 
who still rely on fear or even on a more 
autocratic leadership style will soon realise 
that young educators went through an 
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Outcomes Based Education system and are 
therefore more fi nely attuned to collaboration 
and teamwork than their older counterparts. 

• Implement a comprehensive mentoring 
and knowledge transfer programme. 
Inexperienced educators oft en mention the 
need for personal and career development 
and rely on a mentoring programme that can 
help them adjust to the world of work as well 
as assist in subject areas where they are still 
inexperienced and feel out of their depth. 

CONCLUSION 
Competition amongst private schools is fi erce and 
schools recruit highly qualifi ed educators who 
typically hold at least a bachelor’s degree, South 
African Council of Educators (SACE) certifi cation 
and demonstrate a thorough understanding of 
every subject they teach.

If an organisation manages people well, managing 
talent will take care of itself. Organisations should 
focus on managing the work environment to 
make better use of the available human assets. 
Employees will consider themselves as the part 
of the organisation and feel motivated and happy 
to be part of the organisation. Helping employees 
build their careers demonstrates respect for them. 
It shows that their work is appreciated and that 
there is a concern about their professional growth.

Th e fi ndings suggest that policies focused 
on getting the best principals into the most 
challenging school environments may be an 
eff ective strategy for developing a talent mind-set 
in private schools. Th e extent to which educators 
feel their contributions are valued, satisfaction 
with their pay, promotion and the nature of the 
work seem to be signifi cant in terms of talent 
management practices.

Lastly educators strongly believe that being 
recognised at their school creates a sense of 
belonging which forms an important outcome of 
a well-developed talent management strategy.
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ABSTRACT 
South African government institutions are 
currently exposed to unprecedented labour 
unrest and industrial actions. As strikes become 
more common, employment relationships are 
strained and have adverse consequences for 
employees, businesses and the local economy. 
Th e main objective of this research was to explore 
the determinants of eff ective labour relations 
management practices in the workplace with 
specifi c reference to the handling of disciplinary 
actions. A qualitative research approach was 
adopted, using semi-structured interviews to 
collect data from labour relations managers 
(N=8) of diff erent government institutions. Th e 
fi ndings revealed six themes that currently aff ect 
the eff ective management of labour relations in 
the workplace: labour disciplinary procedures, 
dispute resolution, work and personal confl ict, 
rules not applied eff ectively, unfair labour relations 
application and labour relations practices in 
general. Th e fi ndings of the research emphasise 
the important role of labour relations managers 
in the application of sound labour relations 
policies and dispute resolution practices to 
prevent disruptive labour actions. Managers and 
supervisors furthermore need to be educated and 
up-skilled in carrying out their responsibilities to 
create a conducive work environment that will 
facilitate healthy employee relationships.

Keywords: Disciplinary procedures, Dispute 
resolution, Labour relations management, 
Workplace confl ict

INTRODUCTION 
Discipline is an integral component for the 
facilitation of eff ective employer-employee 
relations in the workplace. South African 
legislations such as Th e Constitution, Act 6 of 
1996 (South Africa, 1996), Th e Employment 
Equity Act, Act of 1997 (South Africa, 1997) 
and the Code of Good Practice (South Africa, 
1995) advocate that the purpose of discipline is 
to correct unacceptable behaviour rather that to 
punish and victimise an employee, and to ensure 
that an employee performs in a manner that is 
deemed acceptable by the organisation. Th ese 
regulatory frameworks are intended to ensure 
that departments and management apply and 
implement disciplinary processes and outcomes 
of such disciplinary processes in a consistent, 
fair and transparent manner to enhance and 
sustain sound labour relations and peace in the 
workplace.

As such leaders and supervisors play a key role in 
the implementation and management of labour 
relations practices in the workplace. According 
to Ehlers (2017) factors such as trust, compliance, 
fairness and good faith are the desirable social 
conditions to facilitate eff ective supervisory-
employee relations in the workplace. A study by 
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Botha, Schultz and Bezuidenhout (2018) further 
identifi ed two sets of competency requirements 
for labour relations management, foundational 
generic competencies (i.e. interpersonal relations, 
communication, emotion management, labour 
codes) and essential generic competency 
themes (i.e. business acumen, transformation 
innovation, collective bargaining management, 
labour relations specialist expertise, strategic 
management and leadership).

Unfortunately the World Economic Forum (2018) 
ranked South Africa as the country with the worst 
labour-relations in the work, ranking it 137 out of 
137. One of the primary reason for this ranking 
boiled down to a disjunction between employer 
expectations and those of employees. A recent 
study by Lekgala (2017) showed that employees 
felt that supervisors do not know how to prove 
their cases in general, how to do investigations 
and prove their cases during hearings. Th ese 
fi ndings were also echoed by van der Bank, 
Engelbrecht and Strűmpher (2008) who found that 
employees experienced disciplinary procedures 
as traumatic, unfair and not reliable. A study by 
Oosthuizen and Naidoo (2010) again showed that 
managers perceived that the government is over-
regulating the labour market which in turn had 
the potential to disrupt overseas investments and 
entrepreneurial initiatives.

Clearly from the above there needs to be 
a common understanding between the 
government, employers and employees of 
factors that can enhance eff ective labour 
relations in the workplace. According to Simon 
(2010), undisciplined employees are a liability 
to departments, hence the need to implement 
disciplinary processes and procedures thoroughly 
and consistently. Bendix (2010) further advocates 
that eff ective disciplinary measures will allow 
employees to act in accordance with the accepted 
values and principles, rules, code and procedure 
and process towards the attainment of a 
government’s objectives.

To main objectives of this research were therefore 
to determine the following:

• Th e factors aff ecting the execution of sound 
labour relations processes 

• Functional labour relations practices 
• Factors aff ecting unfair labour relations 

applications 
• Factors aff ecting the eff ective execution of 

disciplinary procedures 
In what follows next a literature review will be 
presented on labour relations management, the 
underpinning principles thereof as well as factors 
that can enhance the eff ective execution of labour 
relations management practices in the workplace. 
Th is is followed by a discussion of the research 
design followed by the fi ndings of the study. Th is 
paper concludes with some recommendations for 
practice and future research.

LITERATURE REVIEW 
Factors aff ecting labour relations procedures 
Research to date has identifi ed various factors 
aff ecting the eff ective roll out of labour relations 
practices in the workplace. One of the most 
prominent factors causing labour unrest relates to 
work confl ict. According to Nel (2011) a visible 
source of confl ict is diff ering goals between parties, 
mainly where interdependence characterises 
their relationship. Th e latter means that neither 
party can secure its goals without at least some 
cooperation from the other party. Employers 
and employees oft en have confl icting opinions 
on essential values, divergent goals, a diff erent 
attitude to work, contrasting views on what is a 
‘fair’ wage. Th ese can become self-reinforcing in 
the sense that the diff erence between groups may 
be the means through though which they develop 
a distinct identity and unity (Amadeo, 2013).

According to Van Niekerk, (2015) employers are 
oft en reluctant to share strategic information with 
trade unions. Th e reluctance stems not only from 
a desire to protect the competitive advantage of 
the enterprise but also from the need to maintain 
the power relations between the parties. A 
lack of shared information gives rise to power 
struggles and contributes to the lack of trust 
between employers and organised labour. Th is, 
in turn can create structural and organisational 
imbalances (Rycroft , 2014). Structural imbalance 
occurs when there is an actual or perceived 
inequality of control and ownership of resources 
and distribution of resources. Dominant groups 
use their power and authority to entrench their 
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position of privilege.

Organisational citizenship behaviour can 
also be a reason for a confl ict as an example 
of the collapse of values and beliefs in the 
organisation. According to Jones and George 
(2014) organisational citizenship behaviours 
are necessary for organisational effi  ciency, 
eff ectiveness and competitive advantage. During 
periods of social change, such as South Africa 
is experiencing, uncertainty arises as to the 
boundaries of acceptable behaviour. Previous 
forms of interaction between employers and 
employees are no longer acceptable. Traditional 
methods of exercising managerial authority 
are increasingly challenged, and old patterns 
of subservience are rejected (Hill, 2013). An 
understanding of the sources of confl ict in the 
workplace allows employers and employees 
to manage the consequences of confl ict more 
eff ectively.

Eff ective execution of disciplinary procedures 
According to Disciplinary code and procedure in 
the public service (Resolution 1 of 2003), impresses 
upon employers the need to adopt disciplinary 
rules that establish the standards of conduct 
required of its employees and make known the 
consequences of a contravention. Certainty and 
consistency may be achieved by communicating 
the rules and standards to employees, and by 
making them available to employees in the form 
of a disciplinary code.

A central concern in any system of labour 
relations is the maintenance of industrial peace. 
Labour legislation in most countries provides for 
mechanisms to resolve the dispute in the workplace 
(South Africa, 1995; 1996). Conciliation, 
mediation, and arbitration are the most common, 
although not only, forms of dispute resolution. 
Th e establishment of formal dispute resolution 
procedures, as an integral part of the process of 
collective bargaining, suggest that most systems 
of labour relations presuppose the possibility 
of disagreement and dispute. Labour disputes 
are usually restricted to matters that are subject 
to joint regulation by management and a trade 
union. Grievance or mere disagreement would 
thus not constitute a labour dispute. In general, 
a dispute is only declared once negotiations have 

broken down or when there is a failure to resolve 
the grievance (Bradshaw & Haines, 2015).

Th e LRA gives a system to the control of teaching 
in the work environment and the determination of 
business debate. One of the essential destinations 
of the LRA 186 (2) b is to off er impact to and 
direct the privilege to thoughtful work hones as 
given by the Constitution. Th e LRA somewhat 
accomplishes this goal by the fuse of the Code 
of Good Practice. Th is Code gives rules that help 
managers with the execution of suitable train, 
Labour Relations Act (1995).

Th e disciplinary process that the employer 
chooses to adopt in its disciplinary code is binding 
on its employees. Employers are not allowed to 
employ disciplinary procedures other than those 
provided for in its disciplinary code. When the 
courts judge the fairness of the decision of an 
employer to re-charge an employee for the same 
alleged misconduct, the disciplinary code of 
that employer is one of the determining factors 
(Klerck, 2007:108).

Unfair labour relations application 
Labour disputes are raising despite the 
administrative system that set limits for what 
ought not to occur in government establishments. 
Th e Labor Relations (LRA) Act and Amendments 
(Act 66 of 1995) gives a system to the direction 
of the train in the working environment and 
the determination of the business question. 
Area 185 (an) of the LRA (1995) gives that: 
“Each representative has the privilege not to be 
unreasonably expelled and subjected to uncalled 
for work”.

Th e defi nition of ‘unfair labour practice’ however 
is limited: it is incomplete concerning what an 
unfair labour practice involves and; it is limited 
in the possibility of its application subsequently 
as deliberated above, not everyone can rely on 
the establishment for defence. Since section 23(1) 
of the Constitution ‘serves a general function as 
a theoretical foundation for labour legislation.’. 
‘It could never have been the purpose of the 
legislature to limit the sense of constitutional 
‘fair labour practices’ only to the non-dismissal 
circumstances providing for in the Labour 
Relations Act of 1995’ is not uncommon.
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Of this view is the way that one of the objects of 
the Basic Conditions of Employment Act (BCEA) 
contention in support to off er articulation to the 
idea of ‘reasonable work rehearses’. In diff erent 
question, diff erent bits of enactment beside the 
LRA can be utilised to give fulfi lled and importance 
to segment 23(1) of the Constitution. Late court 
judgements that have looked to translate the 
established ideal to reasonable work rehearses 
have driven one creator to the accompanying, 
conclusion: ‘Unwillingly it appears to be South 
African work law has continued to a point from 
which it required to get away – an open-fi nished, 
wide in scope translation – subordinate uncalled 
for work hone’.

An investigation by Makhuzeni, Barkhuizen and 
Maubane (2015) uncovered that preparatory 
suspensions for unfortunate behaviour are not 
genuinely connected and as per endorsed sound 
systems in neighbourhood government offi  ces. 
Th e prudent suspensions additionally hurt the 
administration conveyance and execution. Also to 
of line suspensions negatively aff ected the lesson 
of chiefs and resulting representative inspiration.

Another study by Mogotsi (2015) showed that 
managers in a provincial government department 
do not comply with the rules and regulations for 
disciplinary actions as stipulated in the LRA. 
Th e fi ndings also showed that non-compliance 
with disciplinary procedures contributed to a 
poor corporate image for the department and 
institution. Also, managers did not play an active 
role in ensuring compliance with disciplinary 
codes which in turn resulted in a substantial loss 
of funds.

RESEARCH DESIGN 
A qualitative research approach was followed 
in this study due to a small population of 
employees who were clued up with Labour 
Relations matters. Qualitative research focusses 
on the depth of knowledge rather than the 
quality of understanding (Creswell, 2012). Th e 
exploratory qualitative research was deemed 
most appropriate to uncover the factors aff ecting 
the eff ective management of dispute resolutions 
in South African Government Institutions. Th e 
study followed a case study strategy as it was 
considered to be the best suited to the researcher’s 
goal to explore a current phenomenon in reality. 
Furthermore, the themes were extracted from the 
partly structured interviews and validated in a 
global perspective against available literature. A 
qualitative case study approach in this research 
falls within the interpretive or constructivist 
paradigm (Yin, 2012).

Sampling 
Eight individuals in senior management positions 
and employees dealing with management of 
dispute resolution and one union representative 
that was not an employee of government but was 
versed with Labour Relations good-practices 
participated in this study. Th e demographic 
characteristics of the sample are presented in 
Table 1 below.

As can be seen from the Table above, the majority 
of the participants were male, making up 87, 5% 
(seven participants of the sample, while the female 
participants constitute 12, 5% (one participant) of 
the selected sample. Th e demographic distribution 
of race was constituted of black/African people 
in the sample, with 100% (8 participants). About 

TABLE 1: SAMPLE DEMOGRAPHICS

Participants Gender Race Qualifi cation Job Level Years of service
1 Male Black/African Masters Senior Manager 13
2 Male Black/African Masters Middle Manager 3
3 Female Black/African Masters Middle Manager 12
4 Male Black/African Doctoral Senior Manager 9
5 Male Black/African Honours Senior Manager 8
6 Male Black/African Honours Senior Manager 6
7 Male Black/African Honours LR. Manager 4
8 Male Black/African BA Degree Union Representative 13
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75% participants (four individuals) in the sample 
demonstrated being senior managers, and some 
had Masters, Doctoral and Honour Degrees, as 
exhibited in the table above. Th e distribution 
regarding managerial level as depicted in Table 
1 showed 25% (two participants) to be in the 
middle stage of management and another 25% 
were offi  cers. Th e table also shows that only 
one out of seven participants are female. In 
Table 2.1, it is also shown that one out of seven 
participants represented middle management 
female participants who had 12 years of service in 
the aggregate sample.

Permission to do the study was sought from 
relevant Heads of Institutions using a letter 
of request which was handed to government 
institutions. Ethical clearance was obtained before 
the execution of the study. Informed consent 
letters were issued to the participants who had 
participated in the qualitative phase of the 
study before answering any of the interviewer’s 
questions. Responses were kept anonymous at all 
times according to the code of ethics.

Qualitative data collection 
Th e qualitative data were collected using 
semi-structured interviews with the targeted 
population. Th ese interviews were conducted by 
asking the same set of open-ended questions in 
the same sequence and with the same wording to 
each interviewee in a senior management position 
as well as employees dealing with management of 
dispute resolution (Saunders, Lewis & Th orhill, 
2007). Semi-structured interviews are useful to 
clarify vague responses and to ask participants for 
incomplete answers (Welman, Kruger, & Mitchell, 
2010). Th e purpose of these interviews was to 
unveil more profound results, which qualitative 
data may not have revealed.

Data analysis 
Th e content (theme) analysis was applied to 
analyse the data. Th eme analysis is one of the most 
common methods of analysing data (Bryman & 
Bell, 2011). Items include topics that are contained 
within texts (Cooper & Schindler, 2008). Th e 
content analysis follows a systematic process for 
coding inferences from texts. Furthermore, these 
studies also prevent the selective perception of 
the content and ensure reliability and validity in 

qualitative research (Cooper & Schindler, 2008). 
Th is process is an excellent way to craft ing an 
initial framework to attach to an analysis of the 
research outcomes (Ramsey & Barkhuizen, 2010).

FINDINGS 
From the interviews, six main themes emerged 
which indicated the determinants of eff ective 
labour relations management in the workplace 
with specifi c reference to the handling of 
disciplinary actions. Factors relating to the 
disciplinary procedure itself was mentioned the 
most (16 times), followed themes relating to 
Dispute resolution, Work and personal confl ict, 
Rules not managed eff ectively, Unfair labour 
relations applications (all mentioned eight times) 
and to a lesser extent labour relations practices 
(mentioned fi ve times).

TABLE 2: THEMES RELATING TO MANAGING 
DISPUTE RESOLUTIONS

Th eme Frequency
Disciplinary procedure 16
Dispute Resolution 8
Work and Personal Confl ict 8
Rules not managed eff ectively 8
Unfair LR Application 8
Labour Relations Practices 5

Th eme: Disciplinary Procedure 
Th e fi ndings display the perceptions of the 
participants relating to the current status of 
managing dispute resolution in government 
institutions. It is clear that most of the participants 
expressed their perceptions that the current 
situation of managing dispute resolution in 
government institutions was ineff ective and did 
not follow the procedure in most if not all the 
cases. Some quotes taken from the responses of 
various participants in support of their perception 
are presented below:

Procedures and channels followed to arrive at 
resolving disputes in government are crystal clear 
but are hardly observed by due to the nature of the 
dispute (P2, male, black/African, masters, middle 
manager, three years)

And

Th e status quo remains namely the I-don’t-care 
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attitude from the side of the employer – government. 
Some Labour Relations issue not always taken 
seriously by the employer (P4, male, black/African, 
Doctoral, senior manager, 9 years).

And:

In all honesty, management of discipline in the 
Public Service needs so much to be desired. Th e 
low rate of resolution of Grievances, very lengthy 
and costly suspensions and extended outstanding 
appeals are just a few examples that our system is 
lacking (P7, male, black/African, honours, senior 
Labour Relations, 4 years).

Participant 8 further added:

In most instances, the management of dispute 
resolution is compromised as it does not ensure 
the procedure meets standards of legislated quality 
and procedural fairness. Many disputes were dealt 
with outside the prescripts of the parties involved. 
Th is behaviour aff ects the integrity and quality of 
the process (P8, male, black/African, BA degree, 
union representative, 13 years).

Th eme: Dispute Resolution 
Participants painted a picture that the current 
status of managing dispute resolution in South 
African Government Institutions was not 
following dispute resolution procedures because 
of some reasons were given, including misuse of 
power by high offi  cials. Some of the quotes by the 
participants include:

No – In cases where the dispute involves a high 
profi le offi  cial with essential powers, politics and 
seniority will become the barrier to a fair and 
amicable resolution. (P2, male, black/African, 
masters, middle manager, 3 years)

And:

Not really, just hypothetical example, appeals 
in the NW Provincial Administration are not 
resolved within 30 days as per the Resolution on 
Management of Discipline. (P7, male, black/
African, honours, senior Labour Relations, 4 
years).

And:

Legislation and LRA serve as guiding principles 
of the procedure, and this further guides the 
interpretation of the rules. Such is not being 
followed in many cases, these results on many 
referrals to CCMA and Bargaining council on the 
interpretation of the procedural matters (P8, male, 
black/African, BA degree, union representative, 
13 years).

Th eme: Work and personal confl ict 
Th is category is related to whether the confl ict 
is related to work duties or if there is a personal 
element involved.

It is both work and personal infl uences – Failing 
to execute work duties as a result of prioritisation 
of personal matters is in no small degree the cause 
of confl ict of interests. (P2, male, black/African, 
masters, middle manager, 3 years).

And:

Both, you know that confl icts are bound to happen 
in the course of ensuring that employees perform 
their duties. Also, that personal trait of both the 
supervisor and the supervisee do play out during 
the interactions in the process of executing the 
offi  cial task. (P4, male, black/African, Doctoral, 
senior manager, 9 years).

Also, another participant explained that:

Depend on the context within which the confl ict 
manifests itself. It may relate to work or duties, e.g. 
As a result of unequal distribution or allocation 
of work, etc. However, also it can be more on an 
individual just because of attitude or personal 
element. Confl ict in the workplace can be both 
desirable and undesirable. Desirable confl ict is the 
one that Enhances productivity, and undesirable 
one is that one that hampers productivity, so confl ict 
should be seen as an integral part of our daily work 
live. (P7, male, black/African, BA degree, senior 
Labour Relations, 13 years).

Another participant mentioned the following:

Th ere is various kind of disputes found in the 
workplace. We fi rst sought to identify the kind of 
disputes, does it fi t to be dealt with in a workplace 
or it is personal and or family related. When we 
identify the kind of confl icts, we would have an 
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idea if it is personal or work-related and the two 
should not be confused. (P8, male, black/African, 
BA degree, union representative, 13 years).

Th eme: Rules not managed eff ectively 
Th e fi nding below illustrates the extent to which 
the participants perceived that their employer did 
not adhere to Labour Relations practices in the 
management of dispute resolution.

Th e employer is to a certain extent inaccurate when 
coming to Labour Relations hence the importance 
of Labour Relations offi  cers in HR departments at 
workplaces play a critical role. Th ey play a role of 
an extent when coming to Labour Relations. (P5, 
male, black/African, honours, senior manager, 8 
years).

Also, another participant mentioned the 
following:

In my opinion, the accuracy level of the employer of 
applying Labour Relations practices is negligible, 
in that most cases are not resolved and ends up at 
CCMA. (P6, male, black/African, honours, senior 
manager, 6 years).

And

Management styles and skills in employer and 
employee relations together with their application 
of the resolution of confl ict more oft en disregard 
legislated processes which govern their relations. 
Th ey do not at all times pursue employer and 
employee relations which involves a level of 
interaction between the two parties. (P8, male, 
black/African BA degree, 13 years).

Th eme: Unfair application of Labour Relations 
practices 
Th e fi ndings display the perception of the 
participants relating to the application of the 
fairness of Labour Relations practice.

Participant 4 answered:

Not always due to the nature of the environment 
in which managers fi nd themselves in these 
institutions. Lots of victimisation, double standards 
and being seeing as putting the unnecessary 
treatment on employees to mention a few. (P4, 
male, black/African, Doctoral, senior manager, 9 

years).

Participant 8 concluded that:

Not at all times. Senior managers and fi rst line 
managers need a capacity building training of 
labour related matters. Th e law speaks of principles 
of natural justice which has to be observed at all 
times when dealing with a specifi c dispute. In the 
interest of justice, Labour Relations procedures 
should be applied fairly to avoid prejudices and 
unfair labour practice (P8, male, black/African 
BA degree, union representative, 13 years).

Th eme: Labour Relations Practices 
Most of the participants were in agreements that 
they were knowledgeable about the importance of 
applying Labour Relations practices even though 
they upheld some of the directives emanating 
from Labour Relations.

Most managers do have some excellent 
understanding of the importance of the Labour 
Relations prescripts and do desire to apply them 
in resolving disputes; however, the environment 
in which they oft en fi nd themselves discourages 
doing of the right thing. (P4, male, black/African, 
Doctoral, senior manager, 9 years).

Participant 7 diff ered by saying:

Not at all. In fact, most Line Managers abdicate 
their responsibility of managing discipline to 
Labour Relations practitioners forgetting that the 
role of LR practitioners is just for advice. (P7, male, 
black/African, honours, senior Labour Relations, 
13 years).

And

Th ey do not understand that by applying labour 
relation, you set the standard to achieve working 
circumstances that will meet the needs of employees 
as well as permitting the institution to achieve 
its strategic, tactical and operational objectives. 
(P8, male, black/African BA degree, union 
representative, 13 years).

DISCUSSION 
Th e main objective of this research was to explore 
the determinants of eff ective labour relations 
management in the workplace with specifi c 
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reference to the handling of disciplinary actions 
More especially this research aimed to determine 
the management of dispute resolution and also 
to determine the extent to which the employer 
was complying with Labour Relations practices 
in South African Government Institutions. Th is 
study contributes to the understanding impact 
of workplace dispute resolution management in 
government institutions. Th e results of the study 
off ered strong empirical support for the existence 
of a positive and signifi cant eff ect of the resolution 
of dispute management.

Th e fi ndings of this study suggested that six factors 
are crucial for consideration to ensure that the 
labour relation procedure is followed accurately 
as possible. Th ese are disciplinary procedure, 
dispute resolution; work and personal confl ict; 
rules not effi  ciently managed; labour relations 
practices; as well as an unfair labour relations 
application. Th e theme disciplinary procedures 
were mentioned the most as all the participants 
indicated that management of dispute resolution 
is ineff ective and does not follow the procedure. 
Th e results are in line with previous fi ndings of 
Mogotsi (2015) who also found that management 
do not always adhere to the guidelines set for 
eff ective dispute resolution.

Th e fi ndings revealed that government institutions 
do not comply with the rules and regulations of 
Labour Relations practices. It was highlighted 
in the fact that government institutions did not 
follow the correct and fair procedures in applying 
Labour Relations practices. Th ese results are 
in contrast with the specifi cations of employee 
provision and rights as stipulated in the Labour 
Relations Act where employees are entitled to fair 
and adequate applied Labour Relations processes 
(see Bendix, 2010; Klerck, 2007:108).

Labour Relations Practices was mentioned least 
under labour relations procedure among the 
participants with only a few participants have 
bought it up. Nevertheless, the participants who 
brought this phenomenon in their responses 
indicated how crucial it regards the infl uence 
it has on the labour relations procedure of the 
government institution. Most of the participants 
agreed that they were knowledgeable about the 
importance of applying labour relations practices 

even though they upheld some of the directives 
emanating from labour relations.

In dealing with the problems of management of 
dispute resolution, the participants established 
that the dispute resolution procedures were 
ineff ective. According to Labour Relations Act, 
66 of 1995 one of the fundamental reasons for 
enacting the Act was to create and maintain fair 
and effi  cient dispute resolution system. Th e LRA 
established the Commission for Conciliation, 
Mediation and Arbitration (CCMA). Th e core 
business of the CCMA is to resolve the dispute 
through conciliation and arbitration. Th e Act also 
created the Labour Court and the Labour Appeal 
Court.

Value add of the study 
Th is research makes an important contribution 
to the limited empirical knowledge relating to 
disciplinary processes in organisations. Th e 
results of the study showed the important role 
of managers in dealing eff ectively with dispute 
resolutions in the workplace. Th is implies that 
managers and supervisors need to be equipped 
with the necessary knowledge and skills to 
manage employee relations more eff ectively in the 
workplace. Th e consequences of non-compliance 
with legislative frameworks have far reaching 
eff ects for both individuals and organisations. 
As such the eff ective application of disciplinary 
framework is imperative.

Research Limitations 
Th is research had some limitations. A qualitative 
study approach was followed with the sample of 
participants limited to those who understood and 
handled Labour Relation practices. Th e limited 
research available made it diffi  cult to interpret 
the fi ndings. More research on exploring the 
facilitating factors that enhance management of 
dispute resolution in South Africa is needed to 
advance the available knowledge base. For future 
reference, this study can further be extended to 
everyone in government institutions as it will 
assist regarding helping the institutions to solve 
their problems and capacitate those that do not 
know Labour Relations practices.

Recommendations 
From a practical perspective, the following 
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recommendations are made. Government 
Institutions oft en have a wealth of information at 
their disposal in the areas of Human Resources 
and Labour Relations which could guide crucial 
strategic management decisions. In the absence of 
awareness of the signifi cance of the information, 
much of its value is lost. Likewise, the monitoring 
and evaluation approach to management of 
dispute resolution information is instead seen as 
an irritant to them. In promoting labour peace, 
government institutional Human Resources and 
Labour Relations components should ensure 
that employees are familiar with their rights and 
obligations and that managers and supervisors 
are familiar with and skilled in carrying out their 
responsibilities in respect of the management of 
dispute resolution.

CONCLUSION 
Th ough dispute resolution rests on the shoulders 
of leadership and management, it is critical for the 
offi  cials to know and understand the procedures 
of lodging disputes. Poor understanding and 
interpretation of Labour Relations prescripts is an 
area of concern. Education on dispute resolutions 
is a gap that needs to be addressed urgently. Th e rise 
in disputes aff ects LR in South Africa negatively. 
Establishments are aff ected economically because 
money is lost if a productive employee has to 
be dismissed due to a dispute. Employees suff er 
socio-economic problems due to the escalation 
of disputes because if they lose their jobs due to 
disputes, then poverty aff ects them and may lead 
to them taking illegal avenues in making money.
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ABSTRACT 
South African public hospitals are currently 
facing a signifi cant shortage of qualifi ed, talented 
nurses which undermines their ability to deliver 
quality service. Th e main objective of this research 
was to explore the current application of talent 
management practices for professional nurses 
in North-West Province public hospitals. A 
quantitative research approach was followed with 
data gathered from professional nurses (N=433) 
employed North-West provincial hospitals. A 
Talent Management measure was administered. 
Th e results showed a poor application of talent 
management relating to staffi  ng, workforce 
planning, performance management, and 
talent retention practices. Th e results further 
revealed a lack of management support for 
talent management practices. Moreover a lack 
of management commitment had a signifi cant 
spill-over eff ect on the execution of talent 
management practices among nurses. Th e results 
fi nally showed that signifi cant diff erences existed 
between the talent management of professional 
nurses based on their working hours. Th e 
results of the study highlighted the important 
role that hospital managers play in the eff ective 
implementation of talent management practices 
for nurses. Line managers play a pivotal role in 
creating a conducive work environment with 
adequate resources and staffi  ng levels that will 
enable talented employees to perform.

Keywords: Performance Management, Profes-
sional nurses, Retention, Talent management, 
Workforce planning 

INTRODUCTION 
Th e retention of quality nurses continues to be 
a pressing problem for the South African health 
care industry. Statistics by the South African 
Nursing Council (SANC, 2016) showed that 
there were about fi ve nurses for every 1000 South 
African citizens in 2016. Furthermore, only half 
of the nurses who are professionally registered 
are employed in the public health sector (Rispel 
& Bruce, 2015). As a result, South Africa does 
not nearly have the nurse human capital to cater 
to the diverse health care needs of the country 
(Mokoena, 2017).

Various factors have been attributed to the high 
turnover rate of nursing staff  in public health 
care facilities such as inadequate compensation 
(Greyling & Stanz, 2010), poor infrastructure and 
work resources (Matamane, 2014), workplace 
safety and long working hours (Tshitangano, 2013), 
poor working relationships with management 
(Matlala & Van der Westhuizen, 2012), poor 
living conditions in rural areas (Haskins, 
Phakathi, Grant & Horwood, 2017) and a lack of 
professional career development opportunities 
(De Jager, Nolte & Tamane, 2016). Th e high 
turnover of nurses gives rise to staff  shortages, 
resulting in work overload for the remaining 
nurses (Mateus, 2007). Increased workloads 
lead to tiredness, confl ict among professional 
nurses, job dissatisfaction, absenteeism, patient 
dissatisfaction, and eventually, patient deaths that 
could have been prevented (Mmamma, Mothiba 
& Nancy, 2015).
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Th e main objective of this research was to explore 
the current application of talent management 
practices for professional nurses in the North 
West province of South Africa. Th is research was 
motivated by the fact that South Africa and mainly 
rural areas such as the North West province 
are currently experiencing a great outfl ux of 
professional and qualifi ed nurses (Khunou & 
Davhana-Maselesele, 2016). Talent management 
has been a consistent predictor of the turnover 
intentions of public sector employees in various 
South African settings (see Lesenyeho, 2017; 
Magolego, 2012; Mpofu, 2012). Research on 
managing the talents of professional nurses is, 
therefore, imperative.

LITERATURE REVIEW 
Talent and Talent Management 
Th e idea of workplace talent has been in existence 
since the launch of the McKinsey report in the 
1990s. However, its conceptualisations and 
theoretical foundations are still an area of great 
debate among practitioners and scholars (Dries, 
2013). A recent study by Lubinda and Barkhuizen 
and Schutte (2017) showed that the management 
of a government institution viewed “talent” as a 
concept reserved for celebrities and sports stars 
and not of particular relevance to the workplace. 
As a result, talent management policies and 
practices were virtually lacking in this organisation 
and the turnover intentions of staff  high. Paadi, 
Barkhuizen, and Swanepoel (2018) believe that 
“talent” denotes an individual who possesses a 
particular set of smart skills such as technological 
savviness and business skills required for the new 
world of work. For Sheikh, Fallah-Khoshnab, 
Mohammadi, and Oskouie (2016), nurses need to 
possess interpersonal capabilities, competence for 
career success, and personal capacities to advance 
in their careers. Nurse Managers and human 
resource practitioners are therefore challenged 
to conceptualise talent for professionalnurses 
in the workplace concerning future workplace 
skill requirements. Th e clarifi cation of nurse 
talent will further assist the health care sector 
in developing the requisite talent management 
policies, strategies and practices to manage the 
talent career life cycle of professional nurses from 
start to fi nish (Barkhuizen, 2015).

Determinants of eff ective talent management 
Much has been written about the practices that 
should form part of the talent management 
process in organisations. Globally there is still no 
consensus on the nature and scope of the methods 
that contribute to eff ective talent management in 
the workplace. Applied within the South African 
context, research fi ndings consistently highlights 
the importance of management support towards 
talent, workforce planning, staffi  ng, recruitment 
and selection, retention, performance 
management and training and development 
(Barkhuizen, 2015).

Management commitment towards talent has 
been identifi ed as a crucial enabler of talent 
management, especially in human-centric 
organisations such as nursing. A study by 
Mokgojwa, Barkhuizen, and Schutte (2018) 
show that a lack of management support towards 
talented employees can result in signifi cant 
human capital risks for the organisation such as 
negative work-related behaviors and increased 
turnover intentions. A study by Matlala and Van 
der Westhuizen (2012) revealed that unhealthy 
relationships between managers and nursing 
staff , the ineff ectiveness of management support 
for training, poor performance management and 
poor handling of grievance procedures had a 
direct impact on nurses decisions to quit their jobs 
in public sector hospitals. Mokoka, Oosthuizen, 
and Ehlers (2010) recommended that nurse 
managers need to address the shortcomings in 
their managerial and leadership skills to improve 
the work environment for nurses. Goodyear and 
Goodyear (2018) echo the same sentiment by 
adding that nurse managers need education and 
guidance to achieve the foundational leadership 
skills required to create a positive and healthy 
work environment for staff  members to stay 
engaged to the organisation.

Th e importance of eff ective performance 
management on the aff ective well-being of nurses 
are well documented (Decramer, Audenaert, Van 
Waeyenberg, Claeys, Claes, et al., 2015). Decramer 
et al. (2015) found that performance management 
planning is associated with the job satisfaction 
and commitment of nurses. Employees who are 
satisfi ed with their jobs and committed to the 
organisation are less likely to quit their jobs (see 
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Lesenyeho, 2017). A study by Swartbooi (2016) 
among nurses in primary health care clinics 
highlighted several challenges relating to their 
experiences of the performance management 
process such as adequate preparation time for the 
performance appraisal interview, no or inadequate 
training for the performance interview, irregular 
performance appraisals and a lack of dialogue 
between management and staff  during the 
actual performance management interview. 
Moradi, Mehraban, and Moeni (2017) maintain 
that management awareness and employee’s 
perceptions of the performance appraisal are 
essential indicators for the improvement of the 
quality of performance appraisals.

Opportunities for career development emerged as 
an essential talent attraction and retention factor 
for public sector employees’ especially younger 
generations (see Lesenyeho, 2017). According 
to Adeniran, Smith-Glasgow, Bhattacharya, and 
Xu (2013), nurses need to update their skills and 
competence continuously through professional 
development and career advancement to remain 
excellent at their work. A study by Cleary, 
Horsfall, Muthulakshmi, Happell, and Hunt 
(2013) revealed that healthcare does not always 
capacitate employees with the requisite skills. 
In this study, entry-level graduates experienced 
great dissatisfaction with insuffi  cient career 
development opportunities which resulted in 
them questioning the prestige of the medical 
profession. As a result, postdoctoral nurses are 
having diffi  culties in sustaining their careers due 
to the lack of career opportunities (Hafsteinsdóttir, 
van der Zwaag & Schuurmans, 2017).

According to Burton, Rycroft -Malone, Williams, 
Davies, McBride, et al. (2016), there is a direct 
correlation between nursing staffi  ng levels and 
quality patient care. Burton et al. (2016) further 
maintain that workforce planning techniques 
can assist nursing managers with predictive 
information about future nurse staffi  ng 
requirements to ensure continuous patient safety 
and quality. A study by Jooste and Prinsloo (2013) 
showed that hospitals should inform nursing 
managers about the equity ratios that have to 
be met in a selected South African hospital. 
Moreover, nursing managers should be aware 
of the country’s legislation and adhere to it. An 

imbalance between staff : patient ratio increase 
emotional stress, physical exhaustion, high nurse 
turnover, and poor patient outcomes (Malatji, 
Ally & Makhene, 2017).

Challenges relating to the retention of nurses are 
well documented. Cullen (2011) maintains that 
the need for fi rst-class recruitment and retention 
strategies will continue as long as the nursing 
shortage crisis prevails. A study by Maben (2008) 
showed that factors such as improved practice, 
healthy relationships with management, trust 
in the team, feeling valued and a sense working 
for a greater good (i.e., meaningful work) were 
important retention factors for nurses. In a 
similar vein, Twigg and McCullough (2013) 
found that several strategies can be used to retain 
nurses in the workplace such as empowering 
work environment, shared governance structure, 
autonomy, professional development, leadership 
support, adequate numbers, skill mix, and 
collegial relationships.

Talent Management and Demographic 
Variables 
Given the signifi cance of talent management for 
the nursing profession, it is also necessary to test 
the perceptions of a diverse workforce. Talent 
management appears to have a profound impact 
on individual-level variables such as age, years 
of work experience, educational qualifi cation, 
promotion opportunities and hours’ work in 
a typical work week in various public sector 
institutions in South Africa (see Barkhuizen, 
2014). In her studies, Barkhuizen (2014) found 
that younger generation employees aged between 
20 and 29 years’ experienced a higher level of 
talent retention strategies compared to those 
aged between 30 and 39 years of age. Du Plooy 
and Roodt (2013) found that age moderates 
the prediction of turnover intentions. In this 
study, those employees aged above 50 years were 
dependent on organisational citizenship behavior 
to feel included in the organisation. Th is fi nding 
highlights the importance of applying talent 
management practices across all age groups in the 
organisation.

As regards job level, Veldtman (2011) found 
signifi cant diff erences between management levels 
regarding their perceptions of the application of 
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talent management practices. In this study, middle 
management perceived that talent management 
practices were signifi cantly weaker applied 
compared to the opinions of top management. 
Th is discrepancy in perceived talent management 
practices was also a signifi cant predictor of middle 
management’s intention to quit the organisation. 
Similar results were obtained in a study by Roodt 
(2013) who found that midlevel academics such 
as Associate Professors experience signifi cantly 
higher talent demands (i.e., workload, emotional 
work demands) compared to junior level 
employees.

Findings relating to the interactive relationship 
between talent management practices and 
working hours are concerning. Roodt (2013) 
found that academics who worked for more 
than 40 hours a week experienced a higher 
level of talent demands (i.e., high workloads) 
in comparison to those working for less than 
20 hours in a workweek. Barkhuizen (2014) 
also found a signifi cantly weaker application of 
talent management practices such as staffi  ng, 
talent acquisition, performance management, 
and talent retention practices towards those 
employees working for longer hours and overtime 
in a workweek. Th is study also showed a lack of 
management support for talent management 
practices towards those employees working 
overtime. From these fi ndings, it seems that there 
is a skewed application of talent management in 
the workplace when it comes to working hours. 
As previous studies have shown, employees who 
are subjected to long working hours without 
corresponding support are likely to experience 
high levels of burnout and psychological health 
problems (Kekgonegile, 2014).

RESEARCH DESIGN 
A cross-sectional research design with a 
questionnaire as a method of data collection was 
used in this study. Th is design collects a cross-
section of information relevant to the topic at 
one point in time (Bless, Higson-Smith & Sithole, 
2013). Cross-sectional research is useful to 
determine the interactive relationships between 
variables.

Respondents 
Th e target population for this study consisted of 

registered professional nurses in public hospitals 
in the North West Province. A stratifi ed random 
sample was taken from the total population of 
professional nurses which in this case was seven 
thousand. One thousand questionnaires were 
distributed to the nurses with 433 questionnaires 
returned. Th is represented a response rate of 
43.3%. Th e respondents in this research were 
primarily female (88.2%), married (55.4%), has 
Setswana as their home language (75.5%), are 
representative of the African ethnic group (96.5%) 
and aged between 40 years and 49 years (41.8%). 
Most of the respondents were in possession of a 
Diploma (54.5%), permanently employed (92.4%) 
and employed at the lower management level 
(51.3%). Th e respondents in this study had more 
than 15 years of work experience (63%), did not 
had any opportunities for promotion during the 
past fi ve years (79.9%) and were working between 
31-40 hours in a work week (64.9%).

Research procedure 
Permission was obtained from the Director of 
Research at departmental level, approved by 
the Deputy Director-General of Health of the 
North-West Province. Th e questionnaires were 
distributed manually to the research participants. 
Th e purpose of the research was explained to 
all participants and participation was voluntary. 
Confi dentiality and anonymity of participants 
were respected at all times by not requesting 
participant personal details. Th e questionnaires 
were distributed with the assistance of the 
human resource management practitioners of 
the participating hospitals in the North-West 
Province. Ethical clearance was obtained prior to 
the administration of the questionnaires.

Measuring instrument 
An adapted version of the human capital measure 
(Barkhuizen & Stanz, 2010) was used to measure 
the professional nurses’ perceptions of the 
current application of the talent management 
practices and the importance thereof. Th e 
questionnaire consists of 29 items and measured 
seven talent management practices: Management 
commitment practices, Talent review process, 
Workforce planning, Staffi  ng, Talent acquisition, 
Performance management and Talent retention. 
Respondents were fi rst required to rate the 
current level of Talent Management Practices 
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on a 5-point Likert Scale ranging from Poor (1) 
to Excellent (5). Th is measurement obtained 
acceptable reliabilities of α ≥ 0,70 (see Barkhuizen 
& Stanz, 2010; Magolego, 2012; Mpofu, 2012).

Statistical analysis 
Data analysis was carried out using the SPSS 
Program (SPSS Inc., 2017). Descriptive statistics 
(i.e., means, standard deviations and skewness) 
were used to analyse the data. Exploratory factor 
analyses were used to determine the factor 
structure of the HCI. Th e reliability and validity 
of the measurements were determined by means 
of Cronbach Alpha Coeffi  cients (Field, 2018). 
Multivariate analysis of variance (MANOVA) 
was used to determine whether any signifi cant 
diff erences exist between the perceived talent 
management practices of the nurses based on 
their demographic characteristics.

RESULTS 
Factor and Reliability Analyses 
Th e talent management measure obtained a 

Measure of Sampling Adequacy of 0.912 which 
according to the guidelines of higher than 0.6 is 
adequate for factor analysis (Hair, Black, Babin 
& Anderson, 2010). Exploratory factor analysis 
using the Principal Component method was 
performed on the HCI. Th e results revealed fi ve 
underlying factors for HCI which explained 
72.933 of the variance. Th ese factors were labelled 
Management Commitment Practices (Factor 1), 
Staffi  ng (Factor 2), Performance Management 
(Factor 3), Workforce Planning (Factor 4) and 
Retention (Factor 5). Five items were deleted 
due to problematic loadings. Th e results of the 
rotated component matrix and items per factor 
are reported in Table 1 below. Each item showed 
acceptable loadings.

Th e descriptive statistics and reliability of the 
HCI are reported in Table 2 below. Th e results 
showed acceptable to good reliabilities for all the 
factors (see Field, 2018). From the results, it is 
clear that the respondents perceived that talent 
management practices were applied poorly in 

TABLE 1: ROTATED COMPONENT MATRIX FOR THE TALENT MANAGEMENT MEASURE

Management 
Commitment Staffi  ng Performance

Management
Workforce 
Planning Retention

HCI 1 .680 .382 .146 .074 .282
HCI 2 .707 .414 .214 -.021 .121
HCI 3 .768 .385 .209 .093 .066
HCI 4 .747 .364 .202 .189 -.011
HCI 5 .754 .141 .128 .313 .126
HCI 6 .681 -.092 .352 .408 .091
HCI 7 .595 .011 .301 .553 .078
HCI 9 .602 .348 .109 .388 .054
HCI 12 .245 .167 .178 .787 .117
HCI 13 .197 .140 .266 .843 .130
HCI 14 .119 .405 .219 .679 -.011
HCI 16 .240 .794 .207 .082 .137
HCI 17 .290 .715 -.089 .170 .275
HCI 19 .224 .626 .224 .240 .196
HCI 20 .288 .688 .303 .237 -.032
HCI 22 .133 .283 .779 .085 .056
HCI 23 .199 .260 .712 .327 .017
HCI 24 .265 .120 .730 .366 .117
HCI 25 .315 -.073 .637 .238 .217
HCI 26 .154 .190 .102 .160 .869
HCI 27 .131 .303 .501 .018 .576
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public hospitals. Some of the most problematic 
include lack of talent commitment, proper staffi  ng 
levels, and retention strategies. Th e results also 
indicate inadequate performance management 
systems and workforce planning.

Next a linear regression analyses were performed 
to determine whether management commitment 
towards talent predicts the execution of talent 
management practices. Th e results are reported 
in Table 3 below.

Th e results in Table 3 show that Management 
commitment towards talent is a signifi cant 
predictor of Staffi  ng, Performance Management, 
Workforce Planning (all medium eff ects) 
and Talent Retention practices. Th e results 
were positive which imply that the lower the 
management commitment towards talent, the 
poorer the application of talent management 
practices.

Next a MANOVA analyses were done to assess 
the relationship between talent management 
dimensions and demographic variables such 
as gender, language, age education, job level, 
work experience, promotion, and working 
hours. Th e results in Table 4 below showed that 
signifi cant diff erence exists in the employee 
perceptions of the current application of 
talent management practices based on their 
demographic characteristics such as education, 

work experience, and hours of work. Further 
post hoc tests revealed no signifi cant diff erences 
in education and work experiences. Additional 
post hoc analyses revealed signifi cant diff erences 
in terms of hours of work of talent management 
practices.

Th e Wilks’ Lambda for hours of work is equal to 
0.894 [F (25, 1572.877) = 1.925, p ≤ 0.05]. Analysis 
of each dependent variable, using a Bonferroni 
adjusted alpha level of 0.025, showed that the 
respondents diff ered in terms of performance 
management practices (F(5,433) = 2.529, p ≤0,05, 
partial n2 = .029) and retention practices (F(5,433) 
= 2.463, p ≤0,05, partial n2 = .032) based on 
their hours of work. Nurses working for more 
than 51 hours a workweek experienced poorer 
performance management and talent retention 
practices compared to those working between 21 
to 30 hours and 31 to 40 hours in a workweek. 
Th e eff ect was small.

DISCUSSION 
Th e main objective of this research was to explore 
the current application of talent management 
practices among professional nurses in the 
North West province in South Africa. Th e results 
of this study highlighted fi ve factors that are 
currently infl uencing the practical application of 
talent management among professional nurses: 
management commitment, staffi  ng, performance 
management, workforce planning, and talent 

TABLE 2: DESCRIPTIVE STATISTICS AND RELIABILITIES OF MEASURES

  Mean Std. 
Deviation Skewness α

Talent commitment 2.3946 .98450 .566 .925
Staffi  ng 2.5254 1.03606 .239 .763
Performance management 2.3089 .97924 .732 .844
Workforce planning 2.5096 1.01606 .266 .853
Retention 2.2263 1.09060 .743 .668

TABLE 3: REGRESSION ANALYSES BETWEEN MANAGEMENT COMMITMENT TOWARDS TALENT AND 
TALENT MANAGEMENT PRACTICES

Talent Management Practices B Std. 
Error Beta t p R R2 ΔR2

Staffi  ng 0,503 0,058 0,383 8,596 0,000 .383 0,146 0,144
Performance Management 0,562 0,057 0,427 9,806 0,000 .427 0,182 0,180
Workforce Planning 0,672 0,059 0,484 11,470 0,000 .484 0,234 0,232
Talent Retention Practices 0,368 0,071 0,241 5,148 0,000 .241 0,058 0,056
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retention practices. Th e results showed that all 
talent management practices were perceived to 
be poorly applied among nurses.

Th e results showed that management 
commitment towards talent has a signifi cant 
impact on the execution of talent management 
practices. Management commitment towards 
talent is of paramount importance to ensure the 
active development and implementation of the 
required talent management strategies to improve 
the work environment of nurses (Mokoka et 
al., 2010). Poor management skills and a lack of 
management involvement are likely to enhance 
the turnover intentions of nurses (Matlala 
& Van der Westhuizen, 2012). As rightfully 
mentioned by Mokgojwa et al. (2018), a lack of 
talent management practices from organisational 
managers’ increases human capital risks which 
in turn have negative implications for both the 
individual and the organisation.

Th e results relating to poor workforce planning 
and staffi  ng are concerning. As mentioned 
previously, South African public hospitals are 
severely understaff ed, which have consequences 
for eff ective service delivery and quality patient 
care in hospitals (Malatji et al. 2017). Th e absence 
of workforce planning forecasting techniques, 
as evident in the present study, will continue to 
result in an inadequate quality nursing workforce 
and understaff ed healthcare facilities (Burton 
et al. 2016). Consequently, the prestige of the 
medical profession and image of health care as 
an employer of choice are tarnished and fewer 
prospective talented employees will be willing to 
join this sector (Cleary et al., 2013).

In this study, the application of performance 
management practices was also deemed 
problematic. Th e results confi rm previous 
research of Swartbooi (2016) who also found a lack 
of performance management practices among 
nurses. Ineff ective performance management 
planning and application has a direct impact on 
the well-being, job satisfaction, and organisational 
commitment of nurses (Decramer et al. 2015). 
Poor performance management also implies that 
nurses will not be adequately rewarded for their 
work and will eventually quit their jobs (Greyling 
& Stanz, 2010).

Th e results of this study also showed that public 
hospitals lack talent retention strategies to retain 
vital and competent nurses. As indicated by 
previous researchers (see Maben, 2008; Twigg 
& McCullough, 2013), the absence of talent 
retention strategies will increase the likelihood of 
nurses to quit their jobs. Nursing is a demanding 
occupation. Without a conducive talent culture 
and eff ective talent management strategies, 
stability, and sustainability if health care 
institutions, especially in rural settings, are at risk 
(Goodyear & Goodyear, 2018).

As with previous studies, the results of this 
research showed a lack of talent management 
practices such as performance management 
and talent retention for those nurses working 
for more 51 hours a workweek (see Barkhuizen, 
2014; Roodt, 2013). From these results, one can 
conclude that talent management is a neglected 
practice for those working for longer hours. 
Longer working hours are a direct result of poor 
workforce planning and staffi  ng practices (Burton 
et al., 2106; Malatji et al., 2017; Tshitangano, 2013). 

TABLE 4: MANOVA ANALYSES: TALENT MANAGEMENT AND DEMOGRAPHIC VARIABLES 

  Value F Hypothesis 
df Error df p Partial Eta 

Squared
Gender .996 .355b 5.000 427.000 .879 .004
Language .980 1.701b 5.000 427.000 .133 .020
Age .933 1.486 20.000 1407.199 .077 .017
Education .942 1.718 15.000 1173.639 .042 .020
Job Level .970 .881 15.000 1173.639 .586 .010
Work Experience .910 1.618 25.000 1572.877 .028 .019
Promotion .962 1.098 15.000 1173.639 .353 .013
Working Hours .894 1.925 25.000 1572.877 .004 .022
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Th is calls for health care managers to rethink the 
work design of nurses and implement predictive 
talent management strategies to ensure suffi  cient 
staffi  ng and equal distribution of workload 
according to set guidelines (Cullen, 2012; Jooste 
& Prinsloo, 2013).

Management Implications 
Th is research makes important managerial 
contributions by highlighting the poor application 
of talent management practices among nurses. 
Moreover the lack of management commitment 
towards talent resulted in a poor application 
of talent management practices. Consequently 
hospital managers need to adopt the appropriate 
talent mind-set to ensure a conducive working 
environment for nurses. Hospital managers 
in particular need to pay attention to talent 
management aspects such as workforce planning 
to ensure adequate staff  levels in the workplace. 
Moreover management should also proactively 
invest in talent retention strategies to avoid 
the high voluntary turnover intentions of 
nurses. Finally management could also review 
performance management practices to enable 
nurses to get adequate recognition for quality 
service delivery and patient care.

Limitations and Recommendations 
Th is research had some limitations. First, a cross-
sectional research design was followed whereby 
participants indicated their perceptions about 
talent management at one point in time. Future 
research can benefi t from applying longitudinal 
studies to track the useful application of talent 
management across diff erent time periods. Th is 
will enable the creation of predictive models 
and also interventions that can eliminate the 
consequences of poor talent management 
practices. Second, this research only included 
professional nurses as a sample. Future studies 
can benefi t from adding other sample groups 
such as the nurse managers themselves as well 
as human resource practitioners to obtain a 
more holistic picture of the application of talent 
management practices in public sector hospitals 
and the challenges relating to it.

CONCLUSION 
In conclusion, this research highlighted the 
importance for public sector hospitals to develop 

and implement talent management practices 
that attract and retain and future competent 
workforce. Th e healthcare sector is the backbone 
to the stability and sustainability of any country. 
An investment in current and future talented 
nurses will not only ensure the survival of the 
South African public healthcare sector but also 
facilitate a healthy society. Public health care 
managers are encouraged to take note of the 
results of this study and take proactive measures 
to ensure the eff ective functioning and service 
delivery of professional nurses.
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ABSTRACT 
Increased population growth, economic recession, 
and state-capture present state supported 
organisations with challenges like fi nancial 
shortcomings, increased demand and insecurity. 
Rapid changes can cause increasing emotional 
turmoil and stress. Th roughout the literature 
study, it was clear that there is a defi nite link 
between stress, burnout and intentions to quit. 
Burnout and intentions to quit increases as job 
stress escalates in the workplace. Using a cross-
sectional design and convenience sample (n=105), 
this study sought to determine the relationship 
between (and role of) job stressors, (in) burnout 
and intentions to quit. Th e results seem to suggest 
that a large percentage of the variance in burnout 
could be explained by job stressors. In the current 
study, pace and the amount of work and emotional 
load were the only statistically signifi cant 
predictors of emotional exhaustion. Emotional 
load and recognition were the only statistically 
signifi cant predictors of professional effi  cacy. 
However, none of the job stressors proved to be 
statistically signifi cant predictors of professional 
effi  cacy. A large percentage of the variance in 
intentions to quit was explained by job stressors 
and burnout. Relationships with colleagues, 
emotional exhaustion and mental distance proved 
to be the only statistically signifi cant predictors 
of intentions to quit. Recommendation for the 
organisation and future studies are provided.

Keywords: Higher education, job characteris-
tics, stressors, burnout, intentions to quit. 

INTRODUCTION 
Although various research studies have been 
conducted over the years on the topics under 
investigation (Jackson & Rothmann, 2005; 
Montgomery, Mostert & Jackson, 2005; Robyn, 
2012; Grace, 2014), stress and burnout still 
create challenges for organisations within South 
Africa. Th e People Element conducted research 
that found that companies in SA lose as much 
as three billion rand a year due to the workplace 
stress that their employees experience (Eriksson, 
as cited by Manson, 2012). Van Zyl revealed that 
SA citizens experience excessive levels of stress 
in organisations compared to the rest of the 
world (as cited by Manson, 2012). Bloomberg, an 
international research company, ranked SA as the 
second most ‘stressed out’ country in the world 
(Green, 2015).

Teaching is one of the professions that experience 
above average levels of stress in comparison 
to other professions (Sadien, 2010). Teacher 
shortages are perceived as a massive problem 
worldwide and further highlight that the stress 
in the workplace infl uences the decision to leave 
the profession (Jonker, 2016). To add to the 
growing concern, Rademeyer (2013) revealed 
in a newspaper article that the “South African 
system loses around 15  000 teachers each year”. 
Replacing them would cost the state millions 
considering the cost of recruitment, selection, 
training and in-service training and adaptation in 
the workplace aft er training. “Stress is recognised 
as an inherent feature of the work life of academic 
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staff  and growing evidence suggests that it may 
be increasing in severity” (Grace, 2014:34). More 
alarming is the fact that if stress is ignored, it can 
gradually result in a decline in performance, poor 
health and consistent absenteeism (Health and 
Safety Executive, as cited by Grace, 2014).

Teaching itself is an incredibly challenging 
profession (Montgomery et al., 2005). Th ere are 
several features of the teaching profession and in 
the workplace that place high levels of stress on 
educators, resulting in burnout and, ultimately, 
ill-health (Montgomery et al, 2005). Stress is 
an important determinant of the burnout that 
employees experience (Khamisa, Oldenburg, 
Peltzer & Ilic, 2015). Over the years, burnout 
has been seen as an occupational hazard for 
several people-orientated professions, including 
education and is described as a job-related 
consequence of chronic stressors (Ismail, 2015; 
Maslach & Leiter, 2016).

Montgomery et al. (2005) conversed that physical 
ill-health (including headaches, muscular tension 
and constant tiredness) and psychological ill-
health (including irritability, mood swings and 
diffi  culty in making decisions) are the results 
if burnout goes unnoticed. Meyer (2012) 
conferred that burnout involves an attrition of 
engagement with the job, where energy turns 
into fatigue, involvement turns into cynicism 
and effi  cacy turns into incompetence. Burnout 
can result in a decrease in the quality of services 
that employees produce and contributes to 
job turnover, absenteeism, low morale and job 
dissatisfaction. Th ese all have a negative impact 
on an organisation’s fi nances and profi ts (Jonker 
& Joubert, as cited by Meyer, 2012).

PROBLEM STATEMENT 
Th e problem that this study wants to address is 
the fact that previous studies associated with 
stress, burnout and intentions to quit were not 
conducted in Technical Vocational Education 
and Training TVET) institutions, previously 
known as Further Education and Training (FET) 
institutions. Little is known about the impact of 
these constructs on these institutions. A News24 
article authored by Fisher (2016), states that the 
quality and standards of TVETs may also have 
an impact on some challenges that Institutions of 

Higher Learning (IHL) experience, since the pass 
rates for basic education have decreased in recent 
years. Th e result of the latter is that more learners 
are forced to apply or go to TVETs, resulting in 
an increase in students at these colleges. Th is 
can put signifi cantly more pressure in terms of 
workload on lecturers and supporting staff  at 
these institutions and others like it.

A culture of achieving minimal results to pass with 
the absence of excellence, coupled with pressure 
by the Department of Basic Education to increase 
throughput, are cultivating an environment 
where minimum standards will be emphasised. 
TVET colleges are also associated with teaching 
of extremely poor quality as a result of an 
inadequate workforce to teach college curricula, 
along with a lack of resources, poor infrastructure, 
insuffi  cient fi nancial aid and support for students 
and poor institutional governance administration 
(Maringe & Osman, 2016). Furthermore, an 
increase in student absenteeism, a lack of 
critical thinking skills and disrespect towards 
staff  can also contribute to stress, burnout and 
the intention to quit that employees in TVET 
colleges experience (Fisher, 2016). Th ese realities 
may make it diffi  cult for lecturers to eff ectively 
provide quality teaching to students in TVET 
colleges and will have a detrimental impact on 
the bottom-line and success of the institution. 
Th is TVET realities may make it diffi  cult for 
staff  to eff ectively provide quality teaching and 
learning to students in TVET colleges and if left  
unattended, could lead to stress, burnout and 
increased intentions to quit. Th e next section 
will focus on the conceptualisation and results of 
previous empirical studies on stress, burnout and 
intentions to quit.

LITERATURE REVIEW 
Job stress 
Every individual experience some level of stress 
at some point in their lives, whether personal or 
job-related. Stress is a universal phenomenon that 
many individuals across various occupations and 
industries experience. It may be in response to the 
threat of danger or a perceived inability to cope 
in a situation (Civil Service Employee Assistance 
Service (CSEAS), 2014). Unfortunately, stress 
cannot be removed from one’s life altogether but 
one can fi nd ways to recognise it and eff ective 
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ways of managing it (CSEAS, 2014). Stress is 
a process that entails assessment, reaction and 
eff orts to deal with and manage stressors to reach 
objectives (Kahn & Byosiere, 1992, as cited by 
Fila, 2016). Nel, Werner, Botha, Du Plessis, Mey, 
Ngalo, Poisat and van Hoek (2014: 176) describes 
stress as “a general term applied to the pressures 
people feel in life”.

Job stress is a universal problem that has been 
found to increase poor health, performance 
and general well-being (Babatundu, 2013). Job 
stress can be defi ned as “discrepancies between 
the physiological demands within a workplace 
and the inability of employees to either manage 
or cope with such work demands” (Babatundu, 
2013:73). “Job stress refers to distress resulting 
from a situation where the demands of a job are 
not matched by the resources provided to get 
the job done” (LaMontagne & Keegel, 2012:4). 
Th e resources an employee needs to perform 
successfully may include occupational skills, 
knowledge and experience and organisational 
resources like adequate machinery, raw materials 
or a workforce available for the production of 
foods or services (LaMontagne & Keegel, 2012).

It is also essential that the management of 
organisations places specifi c focus on how jobs 
are designed and the characteristics of a job. Th e 
job characteristics model by Hackman & Oldman 
(1980) includes fi ve core job dimensions, namely, 
skill variety, task signifi cance, task identity, 
autonomy and feedback (�zbağ & Ceyhan, 
2014:292). Th ese features of the job impact on 
adjustment at work. A demanding job with 
little or no autonomy can also be perceived as 
a stressor in the working environment. Over 
the years, the job demands and control model 
(developed by Karasek, 1979) has been used to 
measure psychosocial working circumstances and 
implies that psychosocial strain is not only the 
result of one aspect of the workplace but, rather, 
the combined impact of high demands and low 
control (Söderberg, 2014). Th us, individuals who 
experience high demands in their organisations 
and little control over their work are expected to 
feel more stressed (Karasek, 1979).

Th e amount of control employees has in their 
jobs allows them to decide how they want to meet 

the job’s demands (Karasek, 1979). However, 
if employees do not have control over their 
demands, they will experience job strain. Job 
strain is associated with work-related anxiety, 
dissatisfaction and exhaustion and is the result of 
high job demands and little control given to the 
employees (Nell, 2015). Th e latter is also referred 
to as a high-strain job that leads to excessive 
stress. Th is stress ultimately results in acute fear, 
elevated heart rates and an adrenaline response 
(Karasek, 1992, as cited by Söderberg, 2015:4). 
Conversely, if employees occupy demanding 
(high-strain) jobs, accompanied by high levels of 
control over their jobs, one can expect positive 
outcomes (Fila, 2016).

Th e job demands-resources model (JD-R) 
assumes that every occupation has its own 
specifi c characteristics and categorises it as job 
demands (JDs) and job resources (JSs). Th e JD-R 
investigates the relationship between JDs, JSs and 
employee well-being. JDs refer to work pressures, 
computer problems, emotional demands and 
changes in work-related tasks. Th ese are the 
most important predictors of illnesses that lead 
to long periods of absence from work (Bakker & 
Demetouri, 2014). Job resources can be described 
as social support, supervisory coaching and 
mentoring, performance feedback and time 
control. Th ese are the predictors of dedication and 
organisational commitment, which may result in 
turnover intentions (Bakker & Demetouri, 2014).

If employees experience incongruities between 
the demands of the job and the resources 
available to do the job, the result may be employee 
stress and burnout. Increased job resources 
will enable employees to tackle challenging JDs 
more easily. A teacher will be able to deal more 
eff ectively with demanding interactions with 
students through job resources like supervisory 
support, appreciation and a good organisational 
climate (Bakker & Demetouri, 2014). Th erefore, 
job resources, if adequate, enable employees to 
perform more successfully through the attainment 
of organisational objectives, help them minimise 
JDs and fuel their personal growth (Schreurs, de 
Cuyper, Emmerik, Notelaers & de Witte, 2011).

An excessive workload as the result of higher 
student enrolment, the compulsory use of new 
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technology, supplementary administrative 
tasks and deadlines were reported as a source 
of job stress (Mohamed & Abed, 2017). Ishaq 
and Mahmood (2017) reported that private 
sector university teachers experience more 
stress than teachers in the public sector due 
to job insecurity, high JDs, increased working 
hours, a demand for professional advancement, 
variations in workload, pay and benefi ts and 
working conditions. Coetzee and De Villiers 
(2010) highlight that remuneration, benefi ts 
and workload are the main sources of job stress, 
accompanied by career progression prospects, 
lack of leadership or management support, 
guidance and job security. Th is study focuses 
on pace and amount of work, emotional load, 
relationship with colleagues, relationship with 
immediate supervisor, job security, remuneration 
and career advancement as possible stressors in 
the TVET work environment. Th e aim of the study 
is to determine the relationship between pace and 
amount of work, emotional load, relationship 
with colleagues, relationship with immediate 
supervisor, job security, remuneration, and career 
advancement on the one hand and burnout and 
intentions to quit on the other.

Burnout 
If organisations fail to use interventions, the 
increased stress in the working environment 
may result in burnout. Burnout is much more 
diffi  cult to manage and eliminate than stress. 
Salami (2011) affi  rms this and describes burnout 
as a negative experience caused by the excessive 
stress that teachers experience. Th is can have a 
detrimental impact on themselves (emotionally 
and physically) and on their students (through 
the poor quality of teaching practices and 
commitment). It is apparent that the burnout an 
individual experience is the result of severe stress 
over a long period of time. Freudenberger’s (1974) 
also found that burnout was connected to stress 
that ascends from a tenacious pursuit of success.

Many defi nitions of burnout can be found in 
professional and academic literature. Th e term 
was however fi rst used by Freudenberger (1975), 
who referred to burnout as a state of physical and 
emotional depletion that stems from working 
conditions and which makes an individual 
experience feeling of exhaustion and failure. 

Burnout occurred among individuals employed 
in human services positions and he described 
it as “a psychological syndrome in response 
to chronic interpersonal stressors on the job” 
(Maslach, Schaufeli & Leiter, 2001:398). Burnout 
can be described as “a state of physical, mental 
and emotional exhaustion, combined with doubts 
about one’s competency and the worthiness of 
your work” (Warnich, Carell, Elbert & Hatfi eld, 
2015:451).

Th e decrease in personal accomplishment 
experienced by employees, coupled with 
emotional exhaustion and cynicism, form the key 
dimensions in the identifi cation and evaluation 
of burnout (Maslach, 1982). Maslach, Schaufeli 
and Lieter (2001:399) distinguishes between 
three signifi cant dimensions of burnout, which 
are exhaustion, cynicism and reduced effi  cacy. 
Exhaustion can be described as the basic individual 
stress dimension of burnout that involves feelings 
of being extremely tired and the diminishing of 
one’s emotional and physical resources. Cynicism 
can be perceived as the interpersonal context 
dimension of burnout that represents a negative, 
insensitive and extremely detached reaction to 
numerous aspects of the job. Th e last dimension 
is called reduced effi  cacy or accomplishment, 
which represents the self-evaluation dimension 
that denotes feelings of uselessness and a lack 
of accomplishment and performance at work. 
Montero-Marin, Prado-Abril, Demarzo and 
Garcia-Campayo (2016) explain that exhaustion 
is the feeling of being unable to provide anymore 
of oneself, as a result of dealing with excessive 
demands over a long period. Cynicism is 
described by them as a detached attitude towards 
job tasks, colleagues and customers. Ineffi  cacy is 
when an individual feel that he or she is unable to 
perform tasks adequately in the workplace.

Th e apparent need for an instrument that 
measures burnout in contexts other than the 
service profession was met by the introduction 
of the Maslach Burnout Inventory – General 
Survey (MBI-GS) (Maslach, Jackson & Leiter, 
1996). Th e MBI-GS assesses parallel dimensions 
(exhaustion, cynicism and lack of professional 
effi  cacy) to those contained in the original MBI, 
except that the items do not explicitly refer to 
working with people (Schaufeli, Leiter, Maslach, 
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& Jackson 1996) but to work in general. Like the 
original MBI, the psychometric properties of 
the MBI-GS are encouraging. More particularly, 
the hypothesised three-factor structure of the 
MBI has been confi rmed in numerous (South 
African) studies (Naudé, 2003; Rothmann et al., 
2003; Storm & Rothmann, 2003). Th e only more 
or less systematic exception to the supremacy of 
the three-factor structure is a two-factor model in 
which exhaustion and depersonalisation collapse 
fi t better (or equally well) to the data (Holland, 
Michael & Kim, 1994). Th erefore, Green, Walkley 
and Taylor (1991) have called exhaustion and 
depersonalisation the “core of burnout”. A 
systematic negative fi nding with the use of the 
MGI-GS is that one particular item (item 13, I just 
want to do my job and not be bothered) seems to 
be unsound and did not load suffi  ciently on the 
cynicism factor (Rothmann et al., 2003; Storm & 
Rothmann, 2003).

Practically speaking, almost all burnout research 
uses the MBI, which originally had two versions, 
one for employees working in the human services 
(Human Services Survey – HSS) and one for 
educators (Educators Survey – ES). Th e main 
diff erence is that “recipients” in the former is 
replaced by “students” in the latter. Th e MBI-HSS/
ES assesses three burnout dimensions: emotional 
exhaustion; depersonalisation (a callous, 
indiff erent and cynical attitude towards recipients 
or students) and personal accomplishment 
(reversed). In fact, these represent energetic (e.g., 
feeling used up), attitudinal (e.g., being cynical) 
and evaluative (e.g., doubting one’s competence) 
components, respectively (Schaufeli, 2003).

Th e broadening of the burnout concept with 
the introduction of the MBI-GS changed the 
meaning of the depersonalisation dimension in a 
fundamental way. By defi nition, depersonalisation 
involves other people so that its meaning cannot be 
broadened beyond the social relationship in which 
it occurs, whereas cynicism, as operationalised 
by the MBI-GS, refl ects an indiff erent or distant 
attitude towards work instead of other people. 
Th is problem can be overcome by viewing 
depersonalisation as a special case of mental 
distance. Th at is, where depersonalised human 
service professionals exhibit a psychological 
distance towards the recipients of their service, 

cynical non-human service employees show a 
similar psychological distance regarding their 
work environment (Jackson, 2004). In other 
words, the target of mental distance diff ers: 
recipients for human service professionals and 
the job itself for non-human service employees 
(Salanova et al., 2005). In line with the reasoning 
above and based on the work of Jackson and 
Rothmann (2005), it was decided to include the 
depersonalisation dimension of the MBI-ES scale 
to fully capture the experiences of staff  at the 
TVET College where this study was conducted.

Intentions to quit 
Competent and motivated employees are 
important in an organisation’s endeavour to be the 
best in the market in which it functions. Retaining 
employees in IHLs has become a grave distress, 
especially because of the amplifi ed turnover 
percentage of lecturers. Th e aspect above poses 
a challenge because it has a detrimental impact 
on the quality, reliability and permanency of 
academic institutions (Selesho & Naile, 2016). An 
increase in turnover rates makes it challenging 
for organisations to maximise profi ts and 
function eff ectively and successfully (Cole, 2014). 
Robyn (2012:10) refers to intentions to quit as 
“a process whereby employees evaluate their 
current position and have thoughts of quitting 
their position”. Sadien (2010) describes intention 
to leave as a destructive form of withdrawal with a 
decrease in employees’ participation in their jobs. 
Intention to quit may be described as a voluntary 
decision to leave an organisation and it may be 
the result of a destructive workplace, inadequate 
career advancement opportunities or unattractive 
compensation packages (Appollis, 2010).

Robyn (2012) discoursed that there are numerous 
variables that infl uence employees’ intentions 
to quit. Th ese include but are not limited to 
employee-organisation mismatch, training and 
development, organisational culture, occupational 
stress, interpersonal relationships, leadership, 
organisational support and commitment. In their 
study on academic staff  retention, Selesho and 
Naile (2016) found that job satisfaction is also 
an important intrinsic variable that infl uences 
an employee’s intention to quit, along with salary 
disparities, lack of confi dence in leadership and 
training and development. In a study conducted 
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by Ismail (2015), job insecurity is also a variable 
that results in intentions to quit. Ali (2008) 
postulated that inadequate contingent incentives 
and fringe benefi ts, as perceived by lecturers, are 
essential factors that infl uence their intentions 
to quit (as cited by Appollis, 2010:157). Job 
insecurity, which is also seen as an occupational 
stressor, can be described as “a threat of job loss” 
(Ismail, 2015:312).

Stress (job characteristics), burnout and 
intentions to quit 
Qureshi, Ift ikar, Abbas, Hassan, Khan and Zam 
(2013) conducted a study on 250 textile industry 
employees and found a positive relationship 
between job stressors and intentions to quit and 
explained that, as job stressors (like workload) 
increase in the workplace, intentions to quit 
increase too. Rajan (2018) agrees with the former 
author and discovered that workload has a 
positive relationship with stress, responsibility 
load and intentions to quit. In in a study 
conducted on medical staff , Xiaoming, Ma, 
Change & Shieh (2014) revealed the existence of 
a signifi cant correlation between the dimensions 
of burnout and intentions to quit. Workload like 
time load, spiritual investment and mental stress, 
has a positive relationship with intentions to quit 
(Xiaoming et al. 2014). In a study conducted on 
the fi nancial services industry, Van der Merwe 
(2016) discovered that the absence of supervisory 
support and career development opportunities 
will result in intentions to quit. In a qualitative 
study conducted on academic staff  of HEIs, it has 
become apparent that insuffi  cient compensation, 
rewards and recognition will infl uence employees’ 
intentions to quit (Robyn, 2012).

Th roughout the literature study, it has become 
evident that there is a defi nite link between 
stress, burnout and intentions to quit. In a 
study performed on call centre employees, it 
was discovered that there is a direct relationship 
between increased levels of stress, burnout and 
emotional labour with the intention to leave the 
organisation (Sadien, 2010:136). Th e relationship 
between job stress and intentions to quit was 
confi rmed in various studies (Abualrub & Al-
Zaru, 2008; Alsaqri, 2014; Ahanian, Mirzaei 
& Fard, 2016; Xin Yi, 2012). Employees who 
experience increased levels of burnout are more 

likely to foster ideas of leaving the organisations 
in which they work (Maslach et al., 2001). In his 
study associated with job insecurity, burnout 
and intentions to quit, Ismail (2015) agrees with 
Maslach et al. (2001) and affi  rms his fi ndings 
suggesting that when employees experience high 
burnout, they will be more likely to have a high 
intention to quit their job. A study conducted 
by Sadien (2010 also found a direct and 
signifi cant relationship between stress, burnout 
and intentions to quit. A study conducted on 
employees working with dangerous substances 
(Kobanoglu & Uygungil, 2017) concluded that 
there is a positive relationship between dimensions 
of emotional exhaustion and depersonalisation 
and the intention to leave jobs. Th us, as stress and 
burnout increase, the extent to which employees 
desire to quit their jobs does, too.

Once an employee feels vulnerable (threatened) 
in a position they occupy, they might foster 
ideas of alternative employment (intentions to 
quit). Clearly, employees may seek alternative 
employment opportunities without factors that 
can result in them experiencing stress or burnout. 
Management in organisations that fails to identify 
the prevalence of stress and burnout in the 
working environment will face many challenges, 
recruitment and selection cost as well as the 
cost associated with the time that lapse before 
the new incumbent could start to contribute 
to the bottom-line when they lose competent 
and talented employees as a result of stress and 
burnout.

RESEARCH OBJECTIVES 
Th e general objective of the study was to investigate 
stress (job characteristics), burnout and intentions 
to quit and provide recommendations that 
management can apply to minimise the stress, 
burnout and intentions to quit that the lecturers 
experience. Th e specifi c objectives include:

• Determining the relation between stress, 
burnout and intentions to quit; 

• Determining the role of stress in burnout 
dimensions (emotional exhaustion, mental 
distance, and professional effi  cacy);

• Determining the role of stress and burnout in 
intentions to quit; and
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• Making recommendations and providing 
possible techniques that can be applied to 
mitigate stress and burnout.

RESEARCH METHODOLOGY 
Research Paradigm, Approach and Design 
Th is study followed a positivistic paradigm. 
Relying on the hypothetic deductive method, 
positivism focuses on eff orts to verify a priori 
hypotheses that are most oft en specifi ed in 
quantitative propositions that can be converted 
into mathematical formulae expressing functional 
relationships (Guba & Lincoln, 1994; McGrath & 
Johnson, 2003). Th e primary goal of positivistic 
inquiry is an explanation that (ultimately) leads to 
prediction and control of phenomena. Following 
a positivistic paradigm, the research approach 
adopted for this specifi c study was quantitative in 
nature.

Quantitative research can be described as 
research that clarifi es constructs according to 
mathematical data. Th e data is analysed through 
calculated statistics (Yilmaz, 2013). Bryman, 
Bell, Hirschsohn, dos Santos, du Toit, Masenge, 
van Aardt, and Wagner, (2014) further explains 
that the quantitative method requires gathering 
the mathematical information, followed by a 
deductive and objectivist approach. Th is study 
used a cross-sectional research survey design. 
Th e latter can be described as a study that collects 
information from a group of participants at just 

one point or a single moment in time (Millikin, 
2016). Th e researcher used questionnaires to 
obtain the relevant data from participants with 
diff erent characteristics over a few months, 
according to the availability of the participants. 
Th is research method attempts to investigate the 
answers to the questions starting with how many, 
how much, and to what extent (Rasinger, 2010).

Population, Sample and Sampling Technique 
Th e study was conducted on the Potchefstroom, 
Klerksdorp and Matlosana campuses of the 
Vuselela TVET College in the North West 
Province in SA. Th e sample that was used for the 
purpose of this study was drawn from a possible 
250 to 300 lecturers from the Vuselela TVET 
College. A sample can be defi ned as a small group 
of people, also known as participants, who are 
selected from a specifi c population group (Alvi, 
2016). Sampling can be described as “the process 
by which a relatively small number of individuals 
or measures of individuals, objects or events is 
chosen and analysed to fi nd out something about 
the entire population from which it was chosen” 
(Salaria, 2012).

For the purpose of this study, a convenient 
sampling strategy was used. Th is sampling 
strategy can be described as an opportunity 
sampling, where the researcher specifi cally 
focuses on participants who are easy or convenient 
to approach (Alvi, 2016). Convenience sampling 

TABLE 1: ADDITIONAL CHARACTERISTICS OF THE RESPONDENTS (N = 105)

Item Category Percentage

Gender
Male 45.3

Female 51.9
Missing values 2.8

Campus
Klerksdorp 36.8
Jouberton 27.4

Potchefstroom 35.8

Education

Education Diploma 33.0
B. Degree 23.6

Honours Degree 22.6
Master’s Degree 4.7

PhD .9
Missing values 15.1
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is inexpensive (Etikan et al., 2016). Additional 
characteristics of the sample are presented in 
Table 1 below. Inspection of Table 1 reveals that 
the majority of the sample was female (51.9%), 
from the Klerksdorp campus (36.8%) and holds 
an Education diploma (33%).

Research Procedure and Data Collection 
Th e researcher fi rst requested permission to 
conduct the research from the principal of the 
TVET College where the research was conducted. 
Once it was granted, the researcher obtained 
ethical clearance from the Research Ethics 
Committee of the Faculty of Economic and 
Management Sciences to conduct the study. Dates 
and venues of these sessions were communicated 
via intranet and notices on notice boards on 
campuses. During these sessions, the researcher 
explained the objective of the study and the ethical 
issues relevant to the study to the prospective 
respondents. Respondents were assured of their 
anonymity and the voluntary nature of the data 
collection process. Th e researcher immediately 
attended to the questions that arose during the 
session. Aft er that, the researcher distributed 
the research instrument among the participants 
who were willing to participate in the study. Th e 
questionnaire included a covering letter with 
instructions on how to complete the questionnaire 
and a consent form. Participants fi rst completed 
the consent form before starting with the 
questionnaire. Participants were encouraged to 
answer all the questions honestly. Th e researcher 
collected the completed questionnaires. Th e 
responses were captured on an Excel spreadsheet 
for data analysis using the IBM SPSS version 25 
computer soft ware. Th e researcher was careful 
to ensure that the questionnaire content, as 
captured on the spreadsheets, was protected with 
a password known only to the researcher.

Measuring Instruments 
Th e measuring instruments that were used in this 
study, include:

• Th e JDRS. Th is was used to assess job stressors: 
Jackson and Rothmann (2005) developed the 
scale to assess job demands and resources of 
educators. Th e JDRS comprises 48 questions, 
some of which were adjusted and checked 
for validity to suit the relevance of this study. 

Th is study includes the following dimensions; 
pace and amount of work, emotional load, 
relationship with colleagues, relationship 
with immediate supervisor, job security, 
remuneration, and career advancement. A 
5-point Likert scale was used, ranging from 1 
(strongly disagree) to 5 (strongly agree). 

• Th e Maslach Burnout Inventory -General 
and Educator Survey (MBI -GS+ES). Th is 
was used to measure the exhaustion (fi ve 
items), cynicism (fi ve items) and professional 
effi  cacy (six items) dimensions of burnout. 
Th e depersonalisation (fi ve items) dimension 
of the Maslach Burnout Inventory – Educator 
Survey (MBI - ES) was also included in 
the questionnaire. On this scale, the word 
“recipients” (MBI - GS), found on the original 
scale were replaced by “student” (ES). Th e 
responses to 21 items were made on a six-
point scale varying from 0 (never occurs) 
to 6 (occurs every day). High scores on 
exhaustion and cynicism/depersonalisation 
and low scores on professional effi  cacy are 
indicative of burnout. Internal consistencies 
(Cronbach coeffi  cients alphas) for the MBI – 
GS reported by Maslach et al. (1996) varied 
from 0.87 to 0,89 for exhaustion, 0.73 to 0.84 
for cynicism and 0.76 for professional effi  cacy. 
An internal consistency, 0.79 was reported for 
depersonalisation as measured by the MBI – 
ES (Maslach & Jackson, 1986). 

• Turnover intention was measured by Sjöberg 
and Sverke’s turnover scale (Sjöberg & Sverke, 
2000). Th e instrument consists of fi ve items, 
measured on a Likert scale ranging from 1 
(strongly disagree) to 5 (strongly agree). An 
example of an item in the instrument is that 
“I am actively looking for other jobs.” Pienaar, 
Sieberhagen, and Mostert (2007) indicated 
that the instrument of Sjöberg and Sverke 
showed internal consistency of α = 0.74 during 
their study within the South African context. 

• Biographic questionnaire was administered 
to gather information on the demographic 
characteristics of participants like age, gender, 
race, marital status, educational background 
and qualifi cations, academic experience. Th is 
section was included to profi le the sample. 
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Statistical Analysis 
Th e statistical analysis was carried out using the 
IBM SPSS version 25. Descriptive statistics in the 
form of means, standard deviations, skewness and 
kurtosis were computed to investigate the data. 
An exploratory factor analysis was conducted to 
determine the validity of the job characteristics 
questionnaire. Cronbach’s alpha coeffi  cients 
were used to assess the internal consistency of 
the measuring instruments. Pearson’s product-
moment correlations were used to assess the 
relationship between the variables. Th e statistical 
signifi cance was set at a 95% confi dence interval 
level (p < 0.05). Eff ect sizes (Cohen, 1988) 
were used to determine the practical relevance 
of correlations <0.30 (small eff ect), 0.30 < 
0.50 (medium eff ect) and > 0.50 (large eff ect) 
(Cohen, 1998). Cut-off  points for the practical 
signifi cance of the correlation coeffi  cients were 
set to 0.30 (medium eff ect) (Cohen, 1988). A 
modifi ed cut-off  point of 0.25 was set to increase 
our probability for the practical signifi cance of 
correlation coeffi  cients. A regression analysis 
was also conducted to determine the proportion 
of variance in the dependent variables that were 
predicted by the independent variables. Th e eff ect 
sizes in the case of multiple regression were given 
by the formula f²= R²/1-R² (Steyn, 1999). Th e 
parameters for practical signifi cance of f² (Steyn, 
1999) were set at 0.01 (small eff ect), 0.09 (medium 

eff ect) and 0.35 (large eff ect).

RESULTS 
Th e results are presented in four sections namely, 
the exploratory factor analysis on the three scales 
used in this study were presented fi rst, followed by 
descriptive statistics; the correlations between the 
constructs measured; and, lastly the regression 
analysis.

Exploratory Factor Analysis (EFA) 
Only seven of the subscales of the JDRS (Jackson 
& Rothmann, 2005) were used, given the limited 
sample size (n = 105) (Sample size norm: n = M x 
5; M = number of items (Field, 2013).

Th e scree plot (Figure 1) and the examination 
of the Eigenvalues of the EFA of the selected 
subscales (21 items: mental load, emotional load, 
relationships with colleagues, relationship with 
immediate supervisor, insecurity, remuneration, 
and career possibilities) of the JDRS revealed that 
six factors could be extracted explaining 75.89% 
of the variance (KMO = 0.76). Two items loaded 
had double loadings in the initial EFA and were 
discarded from the subsequent EFA. Th e extracted 
factors from the principle component analysis 
using direct Oblimin rotation with the remaining 
19 items were labelled Remuneration and career 
possibilities (here aft er referred to as Recognition) 
(Eigenvalue of 5.22 and explaining 27.50% of the 

FIGURE 1: SCREE PLOT OF THE EXTRACTED FACTORS FROM THE JOB DEMANDS-RESOURCES SCALE 
(JDRS) 
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variance), Emotional load (Eigenvalue of 2.98 
and explaining 15.66% of the variance), Security 
(Eigenvalue of 2.05 and explaining 10.78 per 
cent of the variance), Relationship with direct 
supervisor (Eigenvalue of 1.85 and explaining 
9.74% of the variance), Pace and amount of work 
(Eigenvalue of 1.22 and explaining 6.41% of 
the variance), and Relationship with colleagues 
(Eigenvalue of 1.10 and explaining 5.81% of 
the variance). Th e loading of the items on the 
extracted factors are presented in Table 2 below.

Th e scree plot and the examination of the 
Eigenvalues of the EFA of the Maslach Burnout 
Inventory - General Survey (MBI -GS) and the 
depersonalisation (fi ve items) dimension of the 

Maslach Burnout Inventory – Educator Survey 
(MBI – ES) revealed that three factors could be 
extracted explaining 50.71.89% of the variance 
(KMO = 0.77). Th e extracted factors from the 
principal component analysis (Table 2) using 
direct Oblimin rotation were labelled. Mental 
distance (Eigenvalue of 5.92 and explaining 
24.70% of the variance), Professional effi  cacy 
(Eigenvalue of 3.90 and explaining 16.23% of the 
variance) and Emotional Exhaustion (Eigenvalue 
of 2.34 and explaining 9.78% of the variance). Th e 
EFA of the Intentions to quit scale resulted in a 
unifactorial solution that explained 78.75% of the 
variance (KMO = 0.85).

TABLE 2: FACTOR LOADINGS PRINCIPAL COMPONENT ANALYSIS ON JDRS

Items F 1 F 2 F 3 F 4 F 5 F 6
Do you have too much work to do? .00 .00 .00 .00 .83 .00
Do you work under time pressure? .00 .00 .00 .00 .79 .00
Do you fi nd that you do have enough work? .00 .00 .00 .00 .77 .00
Are you confronted with things that aff ect you personally in your 
work? .00 .75 .00 .00 .00 .00

Do you have contact with diffi  cult colleagues in your work? .00 .86 .00 .00 .00 .00
Does your work put you in emotionally upsetting situations? .00 .74 .00 .00 .00 .00
Can you count on your colleagues when you come across 
diffi  culties in your work? .00 .00 .00 .00 .00 -.86

If necessary, can you ask your colleagues for help? .00 .00 .00 .00 .00 -.90
Can you count on your supervisor when you come across 
diffi  culties in your work? .00 .00 .00 .81 .00 .00

Do you get on well with your supervisor? .00 .00 .00 .93 .00 .00
Do you need to be more secure that you will still be working in 
one year’s time? .00 .00 .86 .00 .00 .00

Do you need to be more secure that you will keep your current job 
in the next year? .00 .00 .93 .00 .00 .00

Do you need to be more secure that you will keep your current 
function next year? .00 .00 .84 .00 .00 .00

Do you think that your organisation pays good salaries? .82 .00 .00 .00 .00 .00
Can you live comfortably on your pay? .75 .00 .00 .00 .00 .00
Do you think you are paid enough for the work that you do? .85 .00 .00 .00 .00 .00
Does your job off er you the possibility of progressing fi nancially? .83 .00 .00 .00 .00 .00
Does your organisation give you opportunities to follow training 
courses? .67 .00 .00 .00 .00 .00

Does your job give you the opportunity to be promoted? .80 .00 .00 .00 .00 .00

F1 = Remuneration and career possibilities; F2 = Emotional load; F3 = Security; F4 = Relationship with 
direct supervisor; F5 = Pace and amount of work; and F6 = Relationship with colleagues.
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Descriptive statistics and reliability 
Th e descriptive statistics of the scales used in this 
study are considered next and presented in Table 
3 below.

Closer inspection of Table 3 reveals that 
acceptable alpha coeffi  cients were obtained for all 
scales used in this study, considering the norm of 
.70 (Nunnally & Bernstein, 1994). Based on this 
standard, the internal consistency obtained in 
this study was at acceptable levels. Data in Table 
3 indicates that skewness and kurtosis are within 
the limits (Field, 2009; Finch & West, 1997). Th us, 
all the scales used were normally distributed.

Correlation analysis 
Th is study was also aimed at determining the 

relation between job characteristics, burnout and 
intentions to quit. Correlations can be calculated 
to determine the relationship between observed 
variables (Hinkle, Wiersma & Jurs, 2003). 
Although correlations can indicate a relationship 
between two variables, it does not necessarily 
mean that one variable is caused by the other 
(Hinkle et al, 2003). Th erefore, the purpose of this 
section is not to determine causation between job 
characteristics, burnout and intentions to quit 
but rather to explore the possible relationships 
between these variables. Table 4 displays the 
correlation analysis.

A closer examination of Table 4 indicates that 
the pace and amount of work were statistically 
signifi cant (medium eff ect) in relation to 

TABLE 3: DESCRIPTIVE AND RELIABILITY RESULTS

Constructs α Mean SD Skewness Kurtosis
Job stressors
 Pace and amount of work .78 3.94 0.82 -1.09 2.29
 Emotional load .74 3.43 0.99 -0.13 -0.60
 Relationship: Colleagues .85 3.68 1.00 -0.69 -0.06
 Relationship: Supervisor .83 3.89 0.94 -0.98 0.83
 Security .87 3.55 1.00 -0.44 -0.31
 Recognition .90 2.54 0.98 0.47 -0.48
Burnout
 Emotional exhaustion .82 3.27 1.48 -0.06 -0.62
 Mental distance (depersonalisation + cynicism) .87 2.08 1.39 .59 .04
 Professional effi  cacy .84 4.65 0.97 -0.27 -1.18

Intentions to quit .93 2.87 1.21 -0.02 -0.96

TABLE 4: CORRELATION ANALYSIS 

Variable 1 2 3 4 5 6 7 8 9
1. Pace and amount of work
2. Emotional load .43**
3. Relationship: Colleagues -.04 -.04
4. Relationship: Supervisor -.21* -.26** .33**
5. Security -.06 -.10 .26** .10
6. Recognition -.18 -.02 .39** .19 .30**
7. Emotional exhaustion .45** .37** -.09 -.26** -.07 -.20*
8. Mental distance .15 .27** -.08 -.22* .14 .23* .45**
9. Professional effi  cacy .09 -.10 .08 .20* -.04 -.05 .01 -.17
10. Intentions to quit .07 .13 -.23* -.06 -.09 -.09 .42** .38** .10

** Correlation is signifi cant the 0.01 level (2-tailed) / * Correlation is signifi cant the 0.05 level (2-tailed)
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emotional load (r = .43; p < .00) and emotional 
exhaustion (r = .42; p < .00) and emotional load 
were statistically signifi cant (medium eff ect) in 
relation to emotional exhaustion (r = .37; p < .00). 
Th e relationship with colleagues was statistically 
signifi cant (medium eff ect) in relation to the 
relationship with the supervisor (r = .33; p < .00) 
and recognition (r = .33; p < .00). Security was 
statistically signifi cant (medium eff ect) in relation 
to recognition (r = .30; p < .00). Emotional 
exhaustion was statistically signifi cant (medium 
eff ect) in relation to mental distance (r = .45; p 
< .00) and intentions to quit (r = .42; p < .00). 
Mental distance was also statistically signifi cant 
(medium eff ect) in relation to intentions to quit 
(r = .38; p < .00).

Regression analysis 
Lastly, this study was also aimed at determining 
the role of job characteristics in the dimensions 
of burnout and intentions to quit. Table 5 below 
presents the results of the regression analysis.

Inspection of Table 5 showed that 26% of the 
variance in emotional exhaustion was explained 
by job characteristics. However, pace and amount 
of work (B = .29 and t = 2.92) and emotional load 
(B = .22 and t = 2.19) were the only statistically 

signifi cant predictors of emotional exhaustion. 
Twenty per cent (20%) of the variance in mental 
distance was explained by job characteristics. 
Table 5 indicated that emotional load (B = .21and 
t = 2.00) and recognition (B = .30 and t = .30) 
were the only statistically signifi cant predictors of 
professional effi  cacy. Eight per cent (8%) of the 
variance in professional effi  cacy was explained 
by job characteristics but none of the job 
characteristics proved to be statistically signifi cant 
predictors of professional effi  cacy. Th irty-one per 
cent (31%) of the variance in intentions to quit 
was explained by job characteristics and burnout. 
However, relationships with colleagues (B = .20 
and t = -2.03), emotional exhaustion (B = .34 and 
t = 3.03) and mental distance (B = .30 and t = 
2.72) proved to be the only statistically signifi cant 
predictors of intentions to quit.

DISCUSSION 
Th is study was also aimed at determining the 
relation between job characteristics, burnout 
and intentions to quit. Th e fi ndings seem to 
suggest that pace and amount of work were 
statistically signifi cant related to emotional 
load and emotional exhaustion. Emotional load 
was statistically signifi cant related to emotional 
exhaustion. Relationship with colleagues was 

TABLE 5: REGRESSION ANALYSIS

Variable Emotional 
exhaustion Mental distance Professional 

effi  cacy
Intention to 

quit
1. Pace and amount of work .29** .08 .17 -.13
2. Emotional load .22* .21* -.13 .01
3. Relationship: Colleagues .02 -.17 .05 -.20*
4. Relationship: Supervisor -.13 -.16 .20 .11
5. Security .01 .13 -.06 -.05
6. Recognition -.13 .30** -.07 -.04
7. Emotional exhaustion .34**
8. Mental distance .30**
9. Professional effi  cacy .14
F 5.72* 4.14* 1.41 4.67*
R .51 .45 .28 .55
R2 .26 .20 .08 .31
f2 .35 .25 .09 .45
Practical signifi cance Large eff ect Medium eff ect Medium eff ect Large eff ect

**Standardised Beta is signifi cant the 0.01 level (2-tailed) / * Standardised Beta is signifi cant the 0.05 
level (2-tailed)
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statistically signifi cant related to relationship 
with supervisor and recognition. Security was 
statistically signifi cant related to recognition. 
Emotional exhaustion was statistically signifi cant 
related to mental distance and intentions to quit. 
Mental distance was also statistically signifi cant 
related to intentions to quit.

Th is study was also aimed at determining the role 
of job characteristics in the dimensions of burnout 
and intentions to quit. In addition, the study also 
wanted to determine the role of job characteristics 
and burnout in intentions to quit. Th e results 
revealed that 26% of the variance in emotional 
exhaustion was explained by job characteristics. 
However, pace and amount of work and emotional 
load were the only statistically signifi cant 
predictors of emotional exhaustion. 20% of the 
variance in mental distance was explained by 
job characteristics. However, emotional load and 
recognition were the only statistically signifi cant 
predictors of professional effi  cacy. Eight percent 
(8%) of the variance in professional effi  cacy 
was explained by job characteristics but none of 
the job characteristics proved to be statistically 
signifi cant predictors of professional effi  cacy. 31% 
of the variance in intentions to quit was explained 
by job characteristics and burnout. However, 
relationships with colleagues, emotional 
exhaustion and mental distance proved to be 
the only statistically signifi cant predictors of 
intentions to quit.

Based on the statistical analysis of the data 
gathered, the results of this study seem to concur 
with the conclusions of the previous studies as 
far as workload is concerned. (Bearchank, 2010; 
Coetzee & De Villiers, 2010; Ishag & Mohammed, 
2017; Mohammed & Abed, 2017). In addition, 
these fi ndings also confi rm previous fi ndings 
that excessive workload is the result of higher 
student enrolment, compulsory use of new 
technology, supplementary administrative tasks 
and deadlines. Th ese factors were reported as a 
source of job stress (Mohamed & Abed, 2017). 
Ishaq and Mahmood (2017) reported that private 
sector university teachers experience more stress 
than those in public sectors due to job insecurity, 
high job demands, increased working hours, a 
demand for professional advancement, variations 
in workload, pay and benefi ts and working 

conditions. Abarghouei, Sorbi, Abarghouei, 
Bidaki and Yazdanpoor, (2016) discovered in their 
study on hospital personnel that there is a positive 
relationship between job stress and burnout 
dimensions and explained that an increase 
in job stress results in emotional exhaustion 
and depersonalisation. Mosadeghrad (2013) 
confi rmed that insuffi  cient communication and a 
lack of social support in the working environment 
are crucial predictors of occupational stress.

Kinman, Wray and Strange (2011) found that 
teachers who report more emotional labour 
(emotional load) were not only more emotionally 
exhausted and less satisfi ed with their work, 
but they were also more likely to depersonalise 
their pupils. A study performed on call centre 
employees revealed that emotional labour 
and a lack of team leader support results in 
depression, emotional exhaustion and anxiety 
(Sadien, 2010). Li et al.  (2015) found in a study 
they conducted on ICU nurses that the lack 
of social support (supervisor or colleague) 
increases emotional exhaustion. In their study, 
Els et al. (2015) confi rmed that work pressure 
and emotional demands predict exhaustion as 
well as depersonalisation. Puhan et al. (2015) 
established in their study that work overload, low 
salary structure, poor management, insuffi  cient 
training and an unhealthy working environment 
contribute to emotional exhaustion, absenteeism, 
frustration, exhausted physical energy and 
feelings of helplessness. Coetzee and De Villiers 
(2010) highlight that remuneration, benefi ts 
and workload are the main sources of job stress. 
Subon and Sigie (2016) revealed that burnout 
is the result of heavy workload, high demands 
or expectations from administrators (which 
may result in emotional exhaustion), physical 
exhaustion and depersonalisation. Qureshi et al. 
(2013:768) found a positive relationship between 
job stressors and intentions to quit and concluded 
that as job stressors (like workload) increase in 
the workplace, intentions to quit also increase. 
Rajan (2018) confi rmed that workload has a 
positive relationship with stress, responsibility 
load and intentions to quit. Workload like time 
load, spiritual investment and mental stress has 
a positive relationship with intentions to quit 
(Xiaoming et al., 2014). Workers who experience 
job insecurity tend to report more mental health 
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symptoms like burnout and depression (Blom, 
Richter Hallsten & Svedberg, 2015). When 
employees experience high burnout, they will 
be more likely to have a high intention to quit 
their job” (Ismail, 2015). In his study, Sadien 
(2010) found a direct and signifi cant relationship 
between stress, burnout and intentions to quit.

Managerial implications 
It became apparent that pace and amount of 
work signifi cantly relate to emotional load and 
emotional exhaustion. Management needs to assist 
staff  in the reduction of emotional load, to combat 
emotional exhaustion and depersonalisation. It 
should also recognise personal achievement and 
off er training in interpersonal and stress-related 
activities (Sule, 2017). To combat emotional 
load and emotional exhaustion, management 
can provide employees with counsellors. Th ese 
counsellors could facilitate discussions directed 
at solving problems and establish social support 
groups and confi dential health and wellness 
programmes (D’Emiljo, 2015). Th e study 
confi rmed that mental distance and relationship 
with colleagues are predictors of intentions to 
quit. Th e results also suggest strong relations 
between emotional exhaustion and mental 
distance on the one hand and strong associations 
between emotional exhaustion and workload. 
It is therefore suggested that management pay 
attention to workload during performance 
appraisal and provide assistance where workload 
is unbearable. Management should also allow 
employees to form meaningful and long-lasting 
relationships with their colleagues. Colleagues act 
as a buff er or emotional outlet when employees 
are feeling emotional or dealing with work-
related challenges.

Public Health of England (PHE) (2016) outlined 
that jobs should be designed in a way that gives 
employees control and autonomy in their work. 
Seeletse and Th abane (2016) concluded that most 
staff  members leave their institutions because of 
failing and unsupportive managers, inadequate 
resources, unsatisfactory working conditions 
and workload. It is, therefore, imperative that 
staff  receive the necessary support and resources 
to enable them to perform their jobs more 
successfully. Management should create a peaceful 
working environment with a corporate culture 

that is conducive to exceptional performance. 
Th is culture should not isolate employees but 
should rather be built upon social support and 
engagement, where lecturers can discuss the 
challenges they experience and where they can 
support and assist one another to overcome 
these challenges (Marmott Review and National 
Institute for Health and Care Excellence, as cited 
by the PHE, 2016).

Managers should establish an open-door 
policy that encourages employees to approach 
management with problems, which will aid in 
problem resolution before the problem escalates. 
EBIX (2018) reported that interventions like 
wellness programmes to combat burnout will not 
be eff ective if employees do not perceive their 
employer as being genuinely caring. Th us, if the 
staff  do not perceive management as caring, they 
will be reluctant to approach them when facing 
challenges. It is suggested that management 
develops positive work attitudes and improves 
on how they treat their employees to become 
more approachable during manager-subordinate 
interactions. Conley (2014) suggests insecurity 
can be reduced if management creates a peaceful 
and trusting environment characterised by sound 
relations between management and employees 
and where employees are empowered through 
freedom, autonomy and control. Blackburn 
(2017) indicates that the burnout of employees 
can be reduced and even eliminated by providing 
employees with adequate equipment, listening 
to employees, ensuring that all employees 
are fairly and consistently treated, engaging 
and empowering them by allowing them to 
participate in organisational decision-making 
and recognising the eff orts that employees exert 
towards their jobs and organisational objectives.

Employees evaluate recognition through the 
compensation and incentives they receive. If 
the compensation package and/or incentives 
like bonuses are incongruent with their eff ort 
and performance (eff ort-reward imbalance), 
they will become negative. Th us, the employees 
might consider leaving the organisation for more 
rewarding job opportunities. Th e researcher 
suggests the following recommendations 
associated with remuneration, as provided 
by Sule (2017) to retain employees: a) Pay 
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should be aligned with their qualifi cations and 
experience; b) pay should be market-related 
and competitive; c) the benefi ts should be both 
fi nancial and non-fi nancial. Career advancement 
opportunities through promotions, accompanied 
by further education and training to obtain 
more qualifi cations will allow management to 
create a learning culture and environment. Long-
term relationships will be established when 
management invests in staff  development, which 
will reduce job insecurity and turnover intentions.

Recommendations for Future Studies 
Th e researcher recommends that future research 
be conducted in other TVET colleges because of 
the lack of stress and burnout-related research 
in TVET colleges. Th is will also assist in the 
development of individual and organisational 
interventions to reduce stress and burnout and the 
consequences, like turnover intentions, associated 
with it. Th e correlation coeffi  cients indicated 
the existence of relationships between pace and 
amount of work, emotional load, emotional 
exhaustion, relationships with supervisors, 
compensation and career advancement, 
relationship with colleagues and job insecurity. It 
is, therefore, possible that relationship is true for 
other IHLs as well, however, this still needs to be 
proofed. Th us, it is advised that focus be directed 
at more than one IHL to gain a larger perspective 
on the prevalence of stress, burnout and intentions 
to quit across SA. Future research could then 
establish if the same job characteristics infl uence 
burnout and intentions to quit in diff erent IHLs in 
diff erent provinces. Future research could focus 
on mediating factors to deal with stress, burnout 
and intentions to quit.

LIMITATIONS 
While this research study off ers valuable 
awareness of TVET staff ’s stress, burnout and 
intentions to quit, certain limitations need to be 
disclosed to improve future studies. A limitation 
of this study was that it relied exclusively on self-
report measures. Th is causes a particular problem 
in that it increases the likelihood that at least part 
of the shared variance between measures can 
be attributed to method variance (Schaufeli & 
Enzmann, 1998). Th e study utilised a convenience 
sample and the fi ndings may not be generalised 
for other South African settings. Future studies 

could benefi t in terms of a stratifi ed random-
sample design, which would ensure suffi  cient 
representation of the diff erent groups in the total 
population. Th e sample was limited to a single 
TVET college and, therefore, the results cannot 
be generalised to other TVET colleges. Another 
limitation in the study was the cross-sectional 
design, which does not permit causal conclusions 
to be confi rmed (Wang, Liu, Yu, Wu, Chang and 
Wang, 2017).
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ABSTRACT 
South African companies are steadily progressing 
towards the implementation of gender equality 
in the workplace, however, the existence of 
stereotypes and stigmatization in the broader 
society, and more oft en in the working 
environment, are perceiving causes behind the 
misrepresentation of women in top echelon 
positions. Th e aim of this research study was 
to explore the reasons for the lack of women 
representation in leadership positions in selected 
male-dominated companies in South Africa. Th is 
study used a qualitative and interpretive research 
paradigm and also employed in-depth interviews 
through a snowball sample of nine females (n=9) 
occupying managerial positions in selected male-
dominated companies. Th e main fi ndings of this 
study suggested that the percentage of women 
representation is viewed in two ways, as it was 
found that 55.5 % of the participants felt that 
women are seemingly well represented and 44.4 
% agreed that women are not well represented 
in their company in a male-dominated industry. 
Th is study indicated that black women managers 
were the most represented in various industries 
in South Africa. Th e reasons for the lack of 
women in leadership positions were identifi ed 
as the search for a work/life balance and heavy 
workload; traditional gender roles; gender 
stereotyping; women overwhelmed by men; 
a lack of support from management; a lack of 
confi dence and hindrances, and a lack of trust and 
capabilities of women. Th ese reasons, therefore, 
correlate with the challenges identifi ed in existing 

literature. Based on the research fi ndings, various 
recommendations were proposed for future 
studies.

Key words: Challenges, women, leadership, 
male-dominated industries, positions

INTRODUCTION 
A history of inequality and divisions has emanated 
from years of apartheid in South Africa. Th is 
system focused on exclusion based on race, class 
and gender, giving rise to poverty, inequality 
and unemployment. Th e challenges women 
are currently confronted with are enduring 
consequences of the past. Although progress in 
the socio-economic empowerment indicators 
have been made since 1994, gender disparities 
still prevail in favour of men (Department of 
Women, 2015-2020). Th ere are various issues 
related to the representation of women in the 
broader society in South Africa, because women 
are economically, socially and politically voiceless 
due to social attitudes and gendered norms, 
impeding their access to opportunities, the world 
of work and social structures (South African Local 
Government Association Women’s Commission, 
2010-2016). Th e application, implementation 
and enforcement of applicable legislation for 
promoting and protecting gender equality remain 
barriers, both for private and public sectors in 
South Africa. More particularly, inequality in the 
workplace is an unachievable goal for various 
South African employers (South African Human 
Rights Commission Equality Report, 2012). 
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Barriers for gender equality seems to be related 
to a masculine workplace culture, tolerance for 
discrimination, sexual harassment and bullying 
diffi  culty in balancing work life and family life, 
lack of role models and mentors and non-fl exible 
working hours (Botha, 2017; Powel, Bagilhole, 
& Dainty, 2006; Rawoot, 2014), to mention but 
a few.

Th e main objective of this literature review was 
to provide an overview of the challenges facing 
female representation in South African companies 
in male-dominated industries. Various scholarly 
studies concerning women leaders in the South 
African context have been performed (Daya, 
2011; Doubell & Struwig, 2014; Motsa, 2016), in 
which the importance of women representation 
in companies was explored. However, the main 
objective of this study was to investigate the 
challenges face by women in leadership positions 
in selected companies in male-dominated 
industries in South Africa.

PROBLEM STATEMENT 
Women between the ages of 15 and 64 years 
comprise only approximately 51% of the 
workforce however, only 45% are employed in 
the South African workforce (Parliament, South 
Africa, 2017). Th ough signifi cant progress has 
been made in South Africa, women representation 
remains beneath the targeted 50% in positions 
of power (Statistics South Africa, 2018). Th ere 
is an increased interest related to the board and 
high-level diversity and representation found in 
South Africa and abroad. Only one fi ft h of JSE 
listed entities’ directorships are held by women, 
though their representation on board levels have 
increased (Viviers, Mans- Kemp & Fawcett, 2017). 
BWASA Women in Leadership Census (2017) 
concurred with this observation when stating that 
only 511 out of 2671 seats in JSE listed companies 
are held by women, this excludes subsidiaries. 
From the 2017 census fi ndings, it is evident that 
the proportion of total women directorships of 
JSE listed companies has declined from a high of 
20, 8% in 2015.

Th e South African Minister of Labour, Mildred 
Oliphant (as cited by Illoyd, 2014) stated that 
many black people, women and people with 
disabilities are still relegated to inferior jobs due 

to a supposed lack of skills, while many graduates 
from designated groups are still unemployed or 
underemployed. Most of the workplaces still 
have predominately white managements and 
they are oft en overrepresented by men, with 
isolated instances of black and women executives. 
Th e need to specifi cally appoint black women 
leaders, is remarkably, considered by companies, 
but despite this gender transformation agenda, 
females are still not appointed in senior positions 
(Jack Hammer Executive Report, 2018:6). Th e 
Black Economic Empowerment Report (2018:48) 
states that, of the listed companies who are 
disclosed to the BBBEE Commission, JSE listed 
directors’ positions are still predominantly 
occupied by white males (58%), along with black 
males (20%) and black females (18%). Only 4% 
of directors’ positions are fi lled by white females. 
38% of black director positions account for the 
totality of the entire black directorships.

Th e literature has noted that fi rms are losing 
out the benefi ts that could accrue as a result of 
more women in the workforce. A critical mass 
of women will create an environment where 
women can bring their unique competencies and 
perspectives to organizations (Galbreath, 2011; 
Jia & Zang, 2013; Torchia, Calabrò & Huse, 2011), 
women’s presence changes group dynamics 
toward openness to new perspectives (Singh & 
Vinnicombe, 2004); greater gender diversity, 
aff ects strategic choices (Dwyer, Richard, & 
Chadwick, 2003), women bring heterogeneity 
to decision making (Carter, D’Souza, Simkins, 
& Simpson, 2010; Nielsen, 2010) and women 
enhance the legitimacy of the fi rm in the eyes of 
stakeholders (Bilimoria, 2006).

A recent meta-analysis (Hoobler, Masterson, 
Nkomo, & Michel, 2018) confi rmed that 
women’s representation in leadership positions 
is positively associated with fi rm performance 
not only in countries where women have earned 
greater access to outcomes such as education and 
health care (i.e., where women have achieved 
greater gender parity; Post & Byron, 2015) but 
also in cultural contexts where attitudes toward 
women are more progressive. In other words, 
even in contexts where women may have yet to 
gain equality in terms of accumulating resources, 
if gender attitudes are supportive, they may 
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be able to positively shape the success of their 
organisations. Given these forfeited benefi ts 
due to the underrepresentation of women in 
workforce, it therefore seems necessary and 
relevant to investigate the challenges faced by 
women in the workplace.

LITERATURE REVIEW 
Th is section will focus on women representation 
in organisations located in specifi c male 
dominated industries, challenges faced by women 
advancing to senior positions, including gender 
stereotyping, lack of confi dence and support, 
absence of role models and mentors, work and 
family responsibilities, biased appointment and 
promotion processes.

Women in male-dominated industries 
According to many gender scholars, the 
dominant position of some men in society 
stems from their privileged position in a social 
hierarchy of masculinities (Connell, 1987). 
Hegemonic masculinity, the most honoured form 
of masculinity in its time and place, is a socially 
constructed pattern of practice that fosters some 
men’s dominance over women and over other, 
marginalized men (Connell & Messerschmidt, 
2005). Masculine supremacy is enacted through 
competitive aggression and toughness, which 
can be seen as essential for what it means to be a 
socially honoured man (Connell, 1987).

Women are socially displayed as emotional and 
physically weaker beings and this is oft en viewed 
as a weakness, more so when employed in male 
dominated careers (Ramaite, 2013). Many women 
doubt their ability of succeeding in a senior 
position, because of being told that management 
positions are not necessarily a ‘woman’s job (Vitee, 
2016). A study by Martin and Barnard (2013b) 
found in male-dominated domains women are 
either not capacitated or accommodated. It may 
be that women in the company are frequently 
excluded from informal networks, due to the 
occurrence of masculine activities, this therefore 
leads to gender barriers in the workplace 
(Akpinar-Sposito, 2013). Traditionally male-
dominated careers are challenging for women and 
the reluctance men have towards accommodating 
them, make these environments appalling for 
attracting considerable numbers of women and 

retaining them (Martin & Barnard, 2013).

Once women have progressed to the top, they 
are either alone, for instance the only woman 
occupying the position, or they are viewed as 
tokens of female representation or affi  rmative 
action, and therefore they are unlikely to exert 
managerial power (Nkomo, 2012). Women’s 
opinions are disregarded, their perceptions are 
ignored, and they are usually excluded from 
important discussions and decision-making 
when tokenism occurs (Hubbard, 2018). Women’s 
token status coupled with biases relating to their 
capability to lead, may be constructively restrict 
the availability of resources to women business 
leaders, adding to comprehensive lack of support 
of their leadership (Glass & Cook, 2016).

Th ere is some literature indicating that women 
who progress in male-dominated environments, 
may at times hamper the progression of other 
women (Kaiser & Spalding, 2015). In the 
fi ndings of Johnson and Mathur-Helm (2011), 
female senior managers dread being exceeded 
by women who have progressed to the top, they 
are consumed by selfi sh behaviour and prone 
to withhold information to prevent others from 
outperforming or being more empowered. 
In another study (Ngcobo 2016) respondents 
suggested that women leadership could be 
improved through supporting one another or 
having support groups. Although there are 
exceptional cases in which women despise one 
another, it would rather be better for women to 
support each other (Ngcobo 2016).

Challenges faced by women advancing to senior 
positions 
Gender stereotyping 
Universal research related to gender stereotypes 
shows that women are generally known for 
lacking confi dence and having the inability to 
deal with executive management issues when 
compared to men (Doubell & Struwig, 2014). 
Women are acquired to be assertive and fi rm, 
which is the opposite of the stereotypical notion 
of how women are. Th is leads to the perception 
of women lacking the necessary capabilities 
to advance to senior managerial positions 
(Heilman, 2012). Moloto, Brink and Nel (2014) 
found that men saw themselves as valuable, 
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while women stereotypically view themselves as 
inadequate, incapable and defi cient. Th ey also 
perceived themselves needing to put in extra 
eff ort to perform their work in order to proof 
their capabilities, and to be bold by pulling rank, 
while also feeling undermined, underestimated 
and exploited as leaders.

Th e authenticity of women who occupy top 
positions and presume conventional male 
leadership styles are questioned (Mgcotyelwa, 
2013; Nikolaoau, 2017) and they are criticized for 
not being women enough and for rather wanting 
to be like men. Th is results in being dismissed 
by men and women for doing other than what 
is recognized as normal, namely to be compliant 
and vulnerable, thus being restricted (Ngomane, 
2017). Women who are subjected to stereotyping 
and criticism, have been perceived to adjust their 
behaviour by conforming to known masculine 
beliefs of management to be acknowledged 
as authentic leaders (Mgcotyelwa, 2013). Th e 
continuous occurrence of stereotyping causing 
the masculinity of leadership are the contributing 
factor leading to the resistance of female 
leadership, discrimination and other deterrents. 
Women in leadership positions are consequently 
restricted in respect to the execution of their 
work (Ngunyi, 2015). Women in senior positions 
are especially underrepresented in academia, 
sports, engineering, construction, transportation, 
manufacturing, legal, the military, paramilitary or 
fi nance (Gibbs, 2009; Bureau of Labor Statistics, 
2012).

Lack of confi dence and support 
Many women have the tendency of restricting 
themselves because of cultural norms causing 
them to not see themselves in leadership positions 
(Coward, 2010). Women in leadership positions 
have a limited support structure and these 
positions are very stressful, and this may result 
in them leaving their positions. Th eir departure 
is thus ascribed to a women’s lack of expertise or 
the reluctance to work hard, which is necessary to 
successfully fi ll senior-level positions (Schwanke, 
2013). In the company’s men work, as a result of 
their numbers, and therefore the advancement 
of women to leadership positions is negatively 
aff ected by it (Kayi, 2013). Th e lack of support for 
women in the organisation, is a possible threat 

to employed women, causing them to have a 
negative experience in the workplace (Ramaite, 
2013).

Absence of role models/ mentors 
Women in senior positions point out that the 
lack of mentors amongst women destroys their 
progress in the corporate hierarchy. Because men 
traditionally hold the most senior-level positions, 
they are prone to have the authority to provide 
opportunities to those in lower positions. Th is 
is a major impediment for women’s progression 
(Jakobsh, 2012). In a study by Shangase, Gerswel-
Proches (2014), some of the respondents revealed 
that certain female leaders would belittle each 
other rather than supporting one another. 
Johnson and Mathur-Helm (2011) found that 
women do not support each other because they 
were preserving positions for them self, self-
doubt, intimidation, and vulnerability.

Work and family responsibilities 
Certain female leaders who try to balance their 
careers and lives are under pressure, especially 
if they are career-driven. Women’s career 
advancement is aff ected by their absence from 
work due to family responsibilities. Women are 
viewed as unreliable and uncommitted to their 
work, this leads to a loss of confi dence (Ngomane, 
2017). Research (Awung, 2015) has revealed, 
when gendered roles are performed at work, men 
perceive women as subordinate to them and not 
as a leader. It therefore suggests that women’s 
advancement is deterred by societal and cultural 
norms causing a woman to do extra work at home 
while the man does one (Awung, 2015).

Biased Appointments and promotions processes 
If an employer has a choice of promoting a 
capable man or woman, selecting women is 
seen as a risk (Kiria & Mukulu, 2012). Men 
are more likely to progress to senior positions, 
because greater opportunities are granted 
to them (Nikolaou, 2017). Nyangiwe-Ndika 
(2015), explains, in general, men are excellent 
in negotiation compensation packages which is 
well suited to their needs, while women tend to 
settle for what is off ered, rather than bargaining 
like men do. Promotion criteria usually focus 
on the assumption of one’s performing role 
rather than on the required qualifi cations (Cross, 
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2010). In a study by Nikolaou (2017) female 
employees indicated that male employees are 
oft en promoted based on their potential, rather 
than their qualifi cations, while women need to 
work harder to make progress in their careers. 
Sometimes women are unwilling to negotiate 
for a promotion, because they lack confi dence 
concerning their performance (Mathur-Helm, 
2018). Th e next section focusses on the general 
and specifi c objectives of the study.

RESEARCH OBJECTIVES 
Th e research objectives are divided into general 
and specifi c objectives.

General objective 
To investigate the reasons for a lack of women in 
leadership positions in selected male-dominated 
companies in South Africa.

Specifi c objectives 
Th e specifi c objectives of this study were to 
determine

• the career paths and advancement of women 
in leadership positions; 

• whether women are well represented, 
overrepresented or misrepresented; 

• the challenges that infl uence the career 
advancement of women in leading positions; 

• whether women are exposed to any gender or 
racial stereotypes; 

• the reasons for women not attaining leadership 
positions; 

• whether biased or discriminative decisions are 
made which interferes with the appointment 
of women in leadership positions. and 

• what management can implement to 
increase women representation in leadership 
positions in organisations in male-dominated 
industries. 

RESEARCH METHODS 
Research paradigm, method and design 
Th is study followed an interpretive paradigm. An 
interpretive approach provides a greater insight 
into “the complex world of lived experience 
from the point of view of those who live it” 
(Schwandt, 1994). Interpretive research assumes 
that reality is socially constructed, and that the 

researcher becomes the vehicle by which this 
reality is revealed (Cavana, Delahaye & Sekaran., 
2001; Walsham, 1995a, 1995b). Th is approach is 
consistent with the social world construct that 
is characterised by the interaction between the 
researcher and the participants (Mingers, 2001). 
Qualitative research consists of the compilation, 
collection and decoding of data that are not scaled 
down to mathematical fi gures (Anderson, 2010). 
Th e purpose of qualitative research is to gain a 
detailed understanding of a specifi c phenomenon 
through the identifi cation of socially constructed 
meanings of the phenomenon and the context 
within which the phenomenon occurs (Hennick, 
Hunter & Bailey, 2010). Qualitative research 
has the advantage of providing an in-depth 
explanation of people’s experiences regarding a 
research problem (Mack, Woodsong, MacQueen, 
Guest & Namey, 2011). Th e researcher opted for 
used phenomenology as a research design using 
interviews. Th e rationale behind the use of this 
method was to compile the relevant information 
received from the participants, based on their 
personal experiences. In Logical Investigations, 
Husserl (1970) defi nes phenomenology as the 
science of essence of consciousness and focuses 
on defi ning the concept of intentionality and the 
meaning of lived experience from the fi rst-person 
point of view. An important tenet of the Husserlian 
approach to science is the belief that the meaning of 
lived experiences may be unravelled only through 
one-to-one transactions between the researcher 
and the objects of research. Th ese transactions 
must involve attentive listening, interaction, 
and observation to create a representation of 
reality that is more sophisticated than previous 
understandings (Husserl, 1970).

Population, sampling method and sample 
A population is usually a large target group 
which the researcher does not study directly, 
but the researcher aims to develop a knowledge 
and understanding of this target group by 
drawing a sample (Punch, 2014). Th e population 
investigated in this research included women in 
senior positions in in organisations from male-
dominated industries such as academia, sports, 
engineering, construction, transportation, 
manufacturing, legal, the military, paramilitary 
or fi nance careers (Gibbs, 2009; Bureau of Labor 
Statistics, 2012).
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Th e researcher used snowball sampling to reach 
the objectives of the study. A sampling procedure 
may be defi ned as snowball sampling when the 
researcher accesses informants through contact 
information that is provided by other informants. 
Th is process is, by necessity, repetitive: informants 
refer the researcher to other informants, who are 
contacted by the researcher and then refer her or 
him to yet other informants, and so on. Hence the 
evolving snowball eff ect is captured in a metaphor 
that addresses the central matter of quality of this 
sampling procedure: its accumulative (diachronic 
and dynamic) dimension. Snowball sampling 
is arguably the most widely employed sampling 
method in qualitative research in various 
disciplines across social sciences (Noy, 2008).

Th e interviews continued to a point where 
saturation was reached. Strauss and Corbin 
(1998) suggest that saturation is a “matter of 
degree” and the longer researchers examine and 
familiarise themselves with and analyse their data, 
the greater the potential for “the new to emerge”. 
As such, they propose that saturation should be 
more concerned with reaching the point where 

it becomes “counter-productive”, a point where 
“the new” that is discovered does not necessarily 
add anything to the overall story, model, theory 
or framework (Strauss & Corbin, 1998). As for 
sample size selection, using a phenomenological 
approach, Creswell (1998) proposes using 
between fi ve and 25 participants, while Morse 
(1994) believes that at least six respondents are 
needed. Th e participants that were interviewed, 
was a heterogeneous group of female managers 
aged between 25 and 60, currently employed as 
managers across diff erent management levels, 
such as executive managers, line managers and 
directors, departmental and regional managers 
from historically male-dominated industries. 
Additional characteristics of the sample (N=9) 
are presented in Table 1 below:

Table 1 revealed that 33.3% of the sample were 
aged between 40-49, 44.4%, a PhD/ Master’s 
degree have been obtained by 44.4% of the 
respondents, 66.6% of the female managers are 
black and 55.5% occupy middle management 
positions and 44.4% are in the Government 
sector and 66.6% have also indicated that they are 

TABLE 1: ADDITIONAL CHARACTERISTICS OF SAMPLE (N=9) 

Demographics Demographic element Frequency Percentage
Gender Female 9 100 %

Age

29-39 2 22.2%
40-49 3 33.3%
36-45 1 11.1%
50-59 2 22.2%

Qualifi cations
PhD / Master’s 4 44.4%

Diploma 3 33.3%
B degree 1 11.1%

Race
White 2 22.2 %
Black 6 66.6%

Coloured 1 11.1%

Occupational level
Senior management 4 44.4 %
Middle management 5 55.5%

Marital Status
Single 2 22.2%

Married 6 66.6%

Sector

Higher Education 2 22.2%
Government 4 44.4%

 Energy 1 11.1%
 Retail 1 11.1%
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married.

Data collection method 
Th e data collection procedure was conducted 
using in-depth interviews with the identifi ed 
female managers employed in various male-
dominated industries. Th e following interview 
questions were asked to the respondents:

1. Can you briefl y describe your career path and 
how your career has developed to reach the 
leadership position you are currently in?

2. In your opinion, are women well represented, 
overrepresented or misrepresented in 
leadership positions in the industry you are 
employed in? Can you elaborate?

3. What are the challenges infl uencing the 
advancement of women to senior levels of the 
organisation? Can you elaborate?

4. To what extent are women exposed to gender 
or racial stereotypes in your organisation?

5. Are there any reasons for women not attaining 
leadership positions in the organisation you 
are employed in? Can you elaborate?

6. Are any biased or discriminative decisions 
made when women are appointed in 
leadership positions in your organisation? 
Can you elaborate?

7. In your opinion, what measures can be 
implemented by management to increase 
women representation in your organisation?

Data analysis 
Th e analysis of data was the next step in the research 
process, which followed aft er the population had 
been accessed, decisions concerning sampling had 
been made, data collection had been conducted, 
and the recordings of the data collected had 
been transcribed (Flick, 2013). Th e digital voice-
recorded interviews were transcribed verbatim 
for data analysis (Botma, Greeff , Mulaudzi & 
Wright, 2010). Myers (2013) states that coding 
is one of the easiest ways in which qualitative 
data can be analysed. A code is used to provide a 
description or summary of the wording within an 
interview. In the coding process, the researcher is 
allowed to focus on making the attributes of the 
data signifi cant. (Hair, Celsi, Money, Samouel 
2016). Th e open coding process of Tesh (as cited 

in Creswell, 2014) was followed to identify in vivo 
and descriptive codes. Th e researcher read the full 
text to obtain a holistic sense of the data, developed 
codes and coded the text. Subcategories, categories 
and themes that emerged during the analysis 
were documented. An independent co-coder 
also analysed the data to ensure trustworthiness. 
Consensus conversations confi rmed the fi ndings.

To ensure trustworthiness in this study, the 
researcher applied Lincoln and Guba’s model 
(as cited in Botma et al., 2010). Prolonged 
engagement with the participants during the 
in-depth-interviews ensured truth-value. Th e 
researcher refl ected on what was being said by 
writing fi eld notes during the interviews. Regular 
discussions among researchers enriched the 
process and improved credibility. Applicability 
was ensured through a well thought-through 
sample and a dense description of the research 
methodology. Th e possibility of an audit trail and 
the use of an independent co-coder during data 
analysis also ensured consistency. Replication had 
been a possibility because of a dense description 
of the study and data. Th rough an audit trail and 
refl exivity, neutrality was assured. Authenticity 
was evident in the quotes of the respondents to 
enrich the fi ndings.

Ethical considerations 
For the purpose of this study the following ethical 
considerations was taken into consideration. In 
accordance with the ethical clearance process that 
was followed, the following was adhered to before 
and aft er the study:

• Ethical clearance was applied for and received 
from the FEMS NWU Research Ethics 
Committee (NWU-00806-18-A4) in order to 
conduct the study; 

• Th e objective of the study was explained to 
potential respondents; 

• Confi dentiality and anonymity were 
emphasized by reassuring participant of the 
protection of their identities throughout the 
project;

• Th e voluntary nature of participation in the 
project was emphasized and it is continuously 
indicated that participants could withdraw 
from the project at any stage of the interview;
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• Written permission for conducting the given 
study was obtained from respondents through 
the use of a consent form; 

• Ensuring that the interview takes place in an 
environment that are save and conducive for 
participants; 

• Obtaining permission from individual 
participant for the use of a tape recorder, to 
accurately transcribe the responses

• Feedback, through the results of the study was 
provided to participants, who indicated that 
they are interested in the results; 

• Trustworthiness of the fi ndings was ensured 
through the use of co-coders; 

• Avoiding and be wary of plagiarism by 
adhering to the standard research guidelines 
of the NWU and acknowledging of using 
existing literature from resources and authors. 

RESULTS 
Th e results of this study were arranged in 
the following categories: (1) description 
of career paths and the advancement to 
leadership positions; (2) the representation, 
overrepresentation or misrepresentation of 
women in leadership positions in male-dominated 
industries; (3) challenges that infl uence the career 
advancement of women into leadership positions 
in organisations;(4) the extent to which women 
are exposed to gender or racial stereotypes in 
organisations; (5) the reasons for women not 
attaining leadership positions in organisations; 
(6) the extent to which there is biased or 
discriminative decision-making when appointing 
women in leadership positions in organisations; 
(7) the measures implemented by management to 
increase women representation in organisations, 
and (8) recommendations for future research 
related to representation in leadership positions.

Description of career paths and advancement to 
leadership positions 
Th e fi rst objective was to determine the career 
paths and advancement into leadership positions 
of the respondents. Th e 100% (nine out of nine) 
of the female managers who participated in this 
study were requested to share their experiences 
on how they have progressed in their career paths 
and advanced to the leadership positions they 
are currently employed in. Th ree super-themes 

were identifi ed that were frequently mentioned 
in the descriptions provided by the respondents: 
(1) growing through the ranks; (2) years of 
experience, and (3) highest qualifi cations.

Growing through the ranks 
In the fi rst theme, namely growing through the 
ranks, 77.7% of the respondents mentioned that 
they have advanced through diff erent ranks 
within their profession prior to occupying senior 
leadership positions. Some of the statements 
made from the respondents in this regard, were 
as follows:

Respondent 1: “I started my career as a social 
work offi  cer in the …. where aft er I completed 
a Master’s degree in Social Work and continued 
to work as medical social worker in a number 
of private hospitals. I also had a private practice 
during this time. Aft er completion of my PhD, I 
progressed towards my long-term career plan of 
becoming an academic. I was appointed as senior 
lecturer at a certain tertiary institution in 2005, 
became the HOD, was promoted to associate 
professor in 2013. In July 2013, I was appointed 
as acting School Director and was permanently 
appointed in this position in January 2014. I 
have a six-year contract with my term ending in 
December 2019.”

Respondent 6: “In 2009 I completed my PhD, 
worked temporarily as a clinical preceptor. In 
2010 I was appointed permanently as a senior 
lecturer, became the programme chair for post-
graduate studies and then in 2012 became 
programme chair for distance learning. In 2013 
I was appointed as academic manager of the 
faculty. And in 2015 I was appointed as the senior 
lecturer in a research entity, then in the same year 
appointed as director in the research unit. In a 
period of nine years I have been in seven offi  ces.”

Respondent 4: “I completed a degree in 1991 as 
a social worker. Worked through the diff erent 
ranks of the position as social worker in diff erent 
fi elds such as community work and probation. In 
2014, I was appointed as a director because of the 
dedication, commitment and sacrifi ces I made. I 
had the opportunity to grow in my career.”
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Years of experience 
In this theme, 55.5% of the respondents have 
indicated the years of experience that were 
needed to progress to top-level positions within 
their industries of employment. One respondent 
replied and emphasized that it took her a several 
years to obtain the position she currently occupies:

Respondent 2: “I am qualifi ed as a Medical 
Technologist in 1996. I have been employed as 
a Junior Lab Technologist for three years aft er 
qualifying. Aft er three years I was promoted as a 
Senior Lab Technologist. In 2007, I was promoted 
as a manager. Th ree years later, I was appointed 
as the Head of Department in the laboratory 
department of the organization. It took me 11 
years to be in a senior management position.”

One respondent also mentioned that she had been 
occupying a position within a male-dominated 
environment for a number of years:

Respondent 9: “Aft er completing my theological 
degree, I became a pastor within the youth church 
ministry and served for 19 years. Th ereaft er I 
applied for a position at the SANDF in which I 
have been serving for ten years. I am currently 
the senior chaplain in my unit and oversee three 
other units in my area of my responsibility.”

Highest Qualifi cation 
Within this theme, most of the respondents 
referred to the highest qualifi cations they 
have acquired. 22.2% (two out of nine) of the 
respondents have indicated that they have 
obtained PhD degrees.

According to one respondent, she plans to pursue 
the career of her choice aft er completing her 
degree:

Respondent 1: “… Aft er completion of my PhD, I 
progressed towards my long-term career plan of 
becoming an academic. I was appointed as senior 
lecturer at a certain tertiary institution in 2005, 
became the HOD, was promoted to associate 
professor in 2013. In July 2013 I was appointed 
as acting School Director and was permanently 
appointed in this position in January 2014. I 
have a six-year contract with my term ending in 
December 2019.”

Another female respondent indicated that she 
acquired her qualifi cation while employed 
temporarily in her fi eld of expertise:

Respondent 6: In 2009, I completed my PhD, 
worked temporarily as a clinical preceptor. In 
2010 I was appointed permanently as a senior 
lecturer, became the programme chair for post-
graduate studies and then in 2012, became 
programme chair for distance learning. In 2013 
I was appointed as academic manager of the 
faculty…”

Two respondents also stated that they have 
received their academic qualifi cations before they 
started their careers:

Respondent 8: “I started as an intern in the local 
municipality aft er completing my fi rst degree. I 
worked in various companies as an administrator 
in my chosen fi eld of study, human resource 
management…”

Respondent 5: “I started working here in 2010, 
when I just graduated. I started as an intern and 
received the necessary training, which assisted a 
lot to be in the position I am in currently…”

Th e representation, overrepresentation or 
misrepresentation of women in leadership 
positions in male-dominated industries 
Th e second objective was to determine whether 
women are well represented, overrepresented or 
misrepresented in leadership positions in male-
dominated industries. 55.5% of the respondents 
agreed that women are well represented in 
leadership positions. 44.4% of the respondents 
disagreed and have indicated that women are not 
well represented in leadership positions.

Yes, gender representation 
In this theme, respondents were requested to 
state whether women are well represented or 
misrepresented in their industries and they 
also what percentage of women is represented 
in their organisations. Five (55.5%) of the nine 
respondents have agreed that women are well 
represented and indicated to which extent women 
are well represented within their industries. Th ere 
were subthemes such as: yes- gender not race; 
nature of profession; in directorships and yes- 
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trained for leadership roles:

Yes – gender, but not race 
One the respondents reported that women are 
well represented within leadership positions in 
her industry, though transformation has been 
slow with regards to racial equality:

Respondent 1: “Yes, on various levels women 
are represented well represented. In the broader 
faculty, we have a very good female representation 
in terms of leadership, but staff  equity in terms 
of race is still in progress… Furthermore, she 
also stated: In our faculty, four out of fi ve School 
Directors are females. Both my deputy directors 
are females. On the mid-level management group 
of the school, fi ve out of eight are females. I am 
also satisfi ed with the team being representative, 
but not as much in accordance to race.”

Yes – nature of the profession 
Th is respondent replied that, based on the type 
of work they are employed for, women are well 
presented in her industry:

Respondent 4: “Women are represented well. Th e 
nature of this profession is dominated by women. 
Starting from the head offi  ce, the HOD is a woman, 
the DDG support is a woman, chief director 
cooperate is also a woman. Demonstrating key 
high positions that women involved in and other 
posts follow diff erent direction in which women 
are also appointed in. On top level, the HOD is 
a woman, the DDG cooperate is female, Chief 
Director is a woman and on middle management 
directors for diff erent programmes, the majority 
of men are available.”

Yes- in top-level management 
Th is respondent has stated that half of the 
directors in the faculty she is employed in, are 
women:

Respondent 6: “Within the faculty I work in more 
than 50 % of the directors are female. So yes, 
females are well represented.”

Yes- trained for leadership roles (no 
discrimination) 
Th is respondent answered that females are well 
represented in the organisation she is employed 
in and that there is room for improvement for 

women who aim to pursue managerial positions 
in the future:

Respondent 8: “Yes, women are well represented. 
It will have to be senior management; most women 
occupy senior positions in my organisation. In the 
middle management, there are few women, as this 
level is mostly occupied by males, for an example, 
in the company I am employed in, women have 
roles in which previously were occupied by 
males…. Th ere is a development pool where 
people are trained for futuristic leadership roles. 
Th is pool is not discriminatory, as it involves both 
males and females.”

Yes, room for improvement 
A respondent indicated that progress has been 
made concerning gender representation in the 
industry she is employed in, but evidently more 
eff ort should be made:

Respondent 9: “At this point in time, regarding 
representation on women in my industry 
of employment, there is plenty of room for 
improvement, though tremendous progress 
has been made thus far, already been made. In 
the army. You will fi nd women being mostly 
represented in middle management positions.”

No gender representation 
Four (44.4%) respondents identifi ed with this 
theme. Th e women have indicated that there is 
no gender representation within their employed 
industries. Clearly, subthemes extracted from the 
fi ndings were: no- nature of profession, no-still 
male-dominated and no-incapability of women.

No- nature of profession 
Two respondents suggested that women are not 
well represented. According to the one respondent, 
this is due to the nature of her profession, since 
men are preferred as successful candidates for 
senior positions even though they are incapable 
of performing their job. She also mentioned not 
being recognized in the organisation, even when 
working hard. Lastly, she highlighted that women 
fail to reach top positions due to their work/
family responsibilities:

Respondent 2: “I believe women are not well 
presented in this industry of Medical Technology. 
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Most of the time, laboratories employ male to 
head the lab departments. As women, to get 
this position, you have to prove yourself. For an 
example: when I joined my company, they were 
looking for a laboratory manager. Th ere were two 
of us in the interviews, the other person was a 
male. He got the position as a Lab Manager. I was 
considered for the position aft er this guy failed 
to manage the lab. Basically, I was managing the 
lab for him, while he sat in his offi  ce…Recently, I 
went for a director position within the company, 
even though they know my work ethics and 
my hard work, I was not successful. Successful 
candidate was a male”. Furthermore, she indicated 
that women are mostly represented on supervisor 
level. She also believes that the required work and 
family responsibilities could be one of the factors 
leading to the fact that women are not considered 
for leadership positions:

“Women are mostly supervisors. Most laboratory 
supervisors are ladies, and a few laboratory 
managers. My guess is, because we take care of 
families, we get pregnant and we take long leave, 
our kids get sick, etc., whereas men are always at 
work, seven days a week. Th ey can easily work 
shift s. In our industry, we are required to work 
aft er hours, including night duty.”

No- Still male-dominated 
One respondent replied that the industry she is 
employed in, is still largely dominated by males 
and women mostly occupy lower-level positions:

Respondent 3: “Women are not well represented. 
Th is industry is still male-dominated. You always 
fi nd men the majority in all the meetings that are 
convened by our senior managers. At this campus 
we only have ten members who form the campus 
management team. Only four of these members 
are females. Women are least represented in 
top-management level. We have three colleges 
in the province. One college is led by a female 
principal. Th ey are mostly represented in the 
lower level. Most of them are appointed as Offi  ce 
Administrators.”

No – incapability of women 
One respondent has mentioned that progress 
is stagnant in her working environment and 
women’s capabilities are oft en questioned:

Respondent 7: “Women are not yet well presented, 
even though we are getting there, but the process 
is very slow, Men are still dominating, as a woman, 
you need to always prove yourself in-order for 
you to be trusted with these systems, people don’t 
automatically trust you to be capable of running 
these systems.”

Challenges that infl uence the career 
advancement of women into leadership 
positions in organisations 
Towards the third objective, female respondents 
were requested to mention the challenges that 
infl uence the career advancement of women 
in leadership positions in organisations. From 
the responses to this question, the following 
subthemes were extracted: Work/life balance; 
being bullied/judged; having to work twice as 
hard/having to prove yourself; unwillingness to 
be accepted as a leader; males feeling threatened/ 
intimidated, and diffi  culty in managing confl ict.

Work/Life balance 
Women are oft en expected to prioritise between 
work and their families. Th ey may, however, fail 
to do so due to the expectations to perform in 
their jobs, especially if they are required to work 
aft er hours, are away from home and completing 
strenuous tasks, as well as attending to their 
maternal duties. Th is problem was indicated by 
22.2% (two out of nine) of the respondents:

Respondent 1: “… My biggest challenge is, 
however, to integrate my roles as a leader in the 
workplace with my personal roles as woman, 
wife, mother and member of the community…”

Another respondent expresses herself negatively 
and emotionally:

Respondent 6: “…Constant guilt trip about my 
children and husband. Missing out on children’s 
lives when I cannot leave the offi  ce for a school- 
or sport-related event. It remains a challenge to 
maintain a work/life balance…”

Being bullied/judged 
Because men are perceived as fi rm, aggressive 
and dominant beings, they tend to use these 
attributes to demoralise and undermine women 
for the mere reason of intimidation. Th ey also 
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demotivate women in the working environment, 
and this may aff ect the overall performance of 
females. In this regard, 11.1% (one of the nine) of 
the respondents clearly stated:

“Being bullied can make a woman leader 
to withdraw and let things be. Th is aff ects 
the performance of the department. When 
challenged, we can easily show emotions and men 
tend to take advantage of that.”

Work twice as hard/ having to prove yourself 
Th ree respondents (33.3%) identifi ed with this 
subtheme. Th e respondents perceive that men 
tend to assume that they are unable to perform 
as leaders in their jobs, therefore women must 
do more than what is normally expected to show 
their capabilities.

Respondent 3: “You work twice as hard to 
infl uence them…”

Respondent 4: “Th e disadvantages is that one 
needs to put more eff orts in than men, be fi rm 
and understand what one is doing...”

Respondent 9: “women have to work harder to 
prove their capabilities…”

Unwillingness to accept you as a leader 
Two of the respondents (22.2%) have mentioned 
this subtheme. Th e respondents perceived that 
they experience resistance from men towards 
their leadership. Some of the remarks were as 
follows:

Respondent 3: “…Only a few are prepared to 
learn from you as their leader and appreciate you”

Respondent 9: “…men are still resistant to change 
and might make it diffi  cult for women to excel.”

Males feeling threatened or intimidated 
Th is subtheme was indicated by one respondent 
(11.1%). Men are perceived as the dominant 
and authoritative gender, and therefore there is 
a tendency for women to be submissive when 
instructed by men. Th is results in men refusing to 
serve under the authority of women:

Respondent 7: “Culturally men still refuse or feel 
intimidated by women in higher positions than 

them, in some cases it is still a taboo for other 
men to be told or led by a woman…”

Diffi  culty in managing confl ict 
One respondent (11.1%) replied on this 
subtheme. Women are perceived as emotional 
beings and should oft en supress their feelings to 
guard against overanalysing confl ict situations, 
since this may cloud their judgement when faced 
with making confl icting decisions. In this regard 
the respondent stated:

Respondent 6: “…I also constant overanalyse 
confl ict to ensure that I am not too emotional or 
too sensitive, but to maintain the balance between 
processes and human dynamics.”

Th e extent to which women are exposed to 
gender or racial stereotypes in organisations 
Th e fourth objective was to determine the extent 
to which women are exposed to gender or 
racial stereotypes in organisations. Some of the 
respondents (44.4%) agreed that they experience 
racial and gender stereotypes and 55.5% disagreed 
and have indicated that they have not been 
exposed to gender and racial stereotypes.

Yes, there are gender and racial stereotypes 
Four out of nine respondents (44.4%) agreed that 
they are exposed gender or racial stereotypes in 
their respective working environments. In this 
regard the subthemes pertaining the responses 
were: racial discrimination; criticism/lack of 
support; gender stereotyping.

Racial discrimination 
Th is subtheme was mentioned by one respondent 
(11.1%). Th e respondent felt that she was being 
racially discriminated against, because she 
behaves morally and ethically through her non-
acceptance of sexual harassment:

Respondent 3: “Yes. In my case I sometimes feel 
that it is because I did not give in to their sexual 
advances. Th ey also label me as a racist, because 
I get more respect and support from some of the 
staff  members from other races than mine.”

Criticism, lack of support 
One respondent (11.1%) identifi ed with this 
subtheme. Women are oft en reluctant to pursue 
leadership positions, because they are challenged 
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by men in the working environment and there is 
no support from other women in the workplace. 
Th e respondent stated the following in this regard:

Respondent 5: “Yes, they are exposed to gender 
stereotypes, men would criticize that women 
are not strong enough to make tough decisions 
and this makes it diffi  cult for woman to perform. 
Another thing is that women also criticize each 
other and don’t encourage one another.”

Gender stereotyping 
With regards to this subtheme, one respondent 
(11.1%) expressed that she oft en experiences the 
dominant nature of men and that certain women 
are given preference:

Respondent 6: “…But I have experienced male 
dominance on a regular basis. In addition, 
I experience that sexy women are handled 
diff erently than the rest by male management.”

No, gender or racial stereotypes 
In this regard, fi ve out of nine respondents (55.5%) 
mentioned that they do not experience any gender 
or racial stereotypes. Subthemes identifi ed in 
this regard were the following: No, not in work 
environment, but in my professional background 
as social worker; Equal and fair treatment; equal 
and fair treatment; opportunities to move into 
leadership roles; Take note of the management of 
situations and people and Systems are in place to 
deal with.

No, not in work environment, but in my 
professional background as social worker 
One respondent (11.1%) identifi ed with this 
subtheme. She articulates not having experienced 
any gender or racial stereotypes in her immediate 
working environment, however, she highlights 
that she has been confronted by it in her 
profession:

Respondent 1: I haven’t experienced much 
stereotyping in terms of gender in my immediate 
work environment… I have experienced a bit 
of stereotyping in terms of my professional 
background as social worker…

Equal and fair treatment 
Th is subtheme was mentioned by one respondent 
(11.1%). One of the respondents stated the 

following in this regard:

Respondent 2: “In my organization, I don’t think 
so. As an NPO, all employees are treated equally 
and fairly.”

Opportunities to move into leadership roles 
One respondent (11.1%) agreed with this 
subtheme. She stated that there are opportunities 
for women to advance into leadership positions:

Respondent 8: “Th e industry I am in have more 
women than men, which in the future means that 
they will move through the ranks. Chances of 
them moving to leadership roles, are very high.”

Take note of the management of situations and 
people 
Th is subtheme was mentioned by one respondent 
(11.1%):

Respondent 4: “No, I have indicated that it is 
important to take note of the management style 
you use or the system of managing situations and 
people. If there is any gender or racial stereotype, 
it needs to be managed immediately.”

Systems are in place to deal with it 
One respondent (11.1%) related to this subtheme. 
In some organisations, there are policies and 
procedures in place to deal with discriminative 
and biased practices. In this regard, the female 
manager mentioned:

Respondent 7: “In some cases, yes, but there are 
systems in place which protects women from 
being discriminated.”

Th e reasons for women not attaining leadership 
positions in organisations 
To reach this objective, the respondents were 
requested to share their views on the reasons 
for women not attaining leadership positions in 
their organisations. Th e subthemes identifi ed in 
this regard were: Work/life balance and heavy 
workload; Traditional gender roles; Overwhelmed 
by men; Lack of support from management; 
Gender stereotyping; Lack of confi dence and 
hindrances; Lack of trust and capabilities of 
women.
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Work/life balance and heavy workload 
Th ree respondents (33.3 %) mentioned this 
subtheme. Some of their statements were:

Respondent 1: “Women are oft en expected to 
juggle their career and personal responsibilities 
along with a heavy and strenuous workload…”

Respondent 2: “…Men are fl exible; women have a 
lot of commitments at home.”

Respondent 4: “…women don’t apply for higher 
posts looking at how the post is demanding and 
men grab the opportunity to exploit the situation. 
Women also need support, especially if one is still 
raising children.”

Traditional gender roles 
Two of the respondents (22.2%) replied on 
this subtheme. Women are oft en perceived 
to be suitable only for taking on maternal 
responsibilities and domestic duties. In this 
regard, the respondents indicated:

Respondent 2: “…Women are too soft ; they 
belong to the kitchen. Only a man can lead and 
make tough decisions.”

Respondent 3: “People think that women leaders 
take emotional decisions and that they fail to 
separate work from personal issues.”

Overwhelmed by men 
Th is subtheme was mentioned by one respondent 
(11.1%). Women are expected to adopt masculine 
characteristics to be deemed fi t for a position. Th e 
respondent said:

Respondent 5: “…women are expected to move in 
the shadow of males even though they are more 
capable of doing what is expected and even more.”

Lack of support from management 
Two respondents (22.2%) identifi ed with this 
subtheme. Women do not have anyone to vouch 
for them as leaders. Th is results in the fact that 
women are not progressing in the workplace. In 
this regard, it was mentioned:

Respondent 5: “I would say a lack of support from 
management could also be one of the downfalls 
of a woman progressing to the next level…”

Respondent 6: “there is simply not enough 
support or a supportive structure in place, 
assisting women to climb the corporate ladder 
progressively.”

Gender stereotyping 
One respondent (11.1%) mentioned this 
subtheme. In the working environment she is 
employed in, the notion exists that women are 
incapable of acquiring leadership positions:

Respondent 9: “Having the army be a traditionally 
male-dominated industry, women are thought 
not to possess the same levels of capability as men 
and thus, are not promoted purely based upon 
gender stereotyping…”

Lack of confi dence and hindrances 
Two respondents (22.2%) identifi ed with this 
subtheme. Women oft en do not believe in their 
own capabilities; therefore, they fail to advance 
to leadership positions. Th us, women create 
their own hindrances, which keep them from 
progressing:

Respondent 6: “I think that some women 
experience a lack of confi dence and do not 
necessarily believe that they are adequate enough 
to fi ll senior positions…”

Respondent 8: “To be honest, in my industry 
progression lies within your hands. Nobody 
deprives you or denies anyone any opportunity of 
growth. Individuals work to succeed and step out 
of their comfort zone. If there are women who are 
not progressing, they are to blamed for that.”

Lack of trust and capabilities of women 
One respondent (11.1%) answered to this 
subtheme. Th is respondent feels that women 
are not progressing, because their capability of 
making decisions as leaders is mistrusted:

Respondent 7: “I believe it is about trust, men 
do not trust us to make the correct decision and 
proving your capability as a woman is the problem 
behind them not trusting us enough.”

Th e extent to which there is biased or 
discriminative decision-making related to the 
appointment of women in leadership positions in 
organisations
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To reach the sixth objective, female respondents 
were requested to share their views concerning 
the decision-making during the appointment 
of women in leadership positions. 44.4% of the 
respondents agreed that biased or discriminative 
decisions are made when appointing women in 
leadership positions. 33.3% of the respondents 
disagreed that biased or discriminative decisions 
are made in the appointments of women in 
leadership positions.

Yes–there is biased or discriminative decision-
making with appointments 
Four out of nine respondents (44.4%) mentioned 
the prevalence of biased and discriminative 
decision-making in senior position appointments. 
In this regard the following subthemes were 
identifi ed: Maternal responsibilities; Stereotyping 
– support of other women; Discrimination – 
Favouritism and Unfair labour practices; Male 
preferences.

Maternal responsibilities 
Th is subtheme was mentioned by one respondent 
(11.1%). Women are judged based on their 
childbearing and family responsibilities, as it 
is perceived that those responsibilities could 
possibly interfere with their work. Th erefore, 
they are not appointed in senior management 
positions:

Respondent 2: “for the fact that we get pregnant, 
we look aft er kids, we are too soft . Already you 
have to convince an organization that you can 
actually lead even better than men and that your 
family life will not interfere with your work. Before 
you go to an interview, this is against you…”

Stereotyping – support of other women 
One of the respondents (11.1%) identifi ed with 
this subtheme. Women who are already occupying 
leadership positions will not support those who 
aim to acquire these positions. In this regard, the 
respondent mentioned:

Respondent 3: “Yes. People think that women are 
weak and that they do not want to empower other 
women”

Discrimination – Favouritism and unfair practices 
Two respondents (22.2%) mentioned this 

subtheme. Th ese respondents feel that there are 
women who are favoured above others, and those 
who are favoured, do not necessarily deserve to 
be appointed in their specifi c positions. In this 
regard, it was said:

Respondent 5: “Yes, it is plain discrimination. 
Th ere are no fair practices followed where the 
appointment of women is concerned. Women 
who deserves to get the job because of merit are 
overlooked, instead the jobs are either given to 
men or given as favours to women, management 
are supposedly in like of…”

Respondent 6: “…male management will appoint 
females of which they are in liking of, it is not 
necessarily granted to women that have earned 
the position by merit, by means of experience or 
expertise”

Male preferences 
One of the respondents (11.1%) answered that 
there is male preference. Women are overlooked 
when promotions are made in the workplace. In 
this regard, this respondent stated:

Respondent 7: “In some cases, there are, men 
are considered fi rst when it comes to things like 
promotions.”

No-Th ere is no biased or discriminative 
decision-making with appointments 
Regarding this theme, three out of nine (33.3%) 
female respondents mentioned that they have not 
experienced biased or discriminative decision-
making with regards to the appointment of women 
in senior positions. Herewith the following 
subtheme identifi ed through the responses: No 
room for biased or discriminative actions and fair 
practices.

No room for biased or discriminative actions and 
fair practices 
Th ree respondents (33.3%) referred to this 
subtheme. Some of the respondents stated that the 
appropriate procedures are used for recruitment 
purposes.

Respondent 1: “In the industry I work in, there 
are fair and equal procedures followed regarding 
the appointments of women on various levels. 
Th e recruitment policy and overall process is 
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thoroughly followed, therefore there is no room 
for biased or discriminative actions per se, our 
HR department does well by ensuring that the 
correct protocol is followed.”

Respondent 6: “All the recruitment processes 
within my company are dealt with according to 
the candidate’s experience, qualifi cations and 
suitability for a required position.

Respondent 9: In my specifi c area of work within 
this industry, no.”

Measures implemented to increase representation 
in organisations

To answer to this objective, eight out of nine 
(88.8%) respondents shared their views 
concerning the measures that management could 
implement to increase women representation 
in organisations. Th ose respondents who made 
recommendations about the measures that 
should be implemented, mentioned the following 
concepts that management should investigate: 
mentoring/role models; training and promotion 
opportunities: exposure of women; succession 
planning/retention strategies: capacitate women; 
identifi cation and exposure of potential managers, 
and fair recruitment practices / elimination of 
discrimination.

33.3% (three out of nine) of the respondents 
mentioned that women should be groomed 
for senior positions from a young age and 
when employed, management should invest in 
preparing and empowering women from lower-
level positions. Male management should create 
platforms on which women can voice their needs 
and they should support and encourage women 
to move up the ranks. 22.2% of the respondents 
felt that management should capacitate women 
through means of consulting succession planning 
as a measure, thus it was also emphasized that 
management should improve their retention 
strategies in order to retain women who add value 
to the organisation. Of the respondents, 22.2% 
stated that management should create training 
and development opportunities for women 
who aspire to advance in their careers, and they 
should create opportunities for promotional 
courses. Th ree (33.3%) respondents believed 

that discrimination should be considered taboo 
in organisations and that management should 
employ equal and fair procedures when recruiting 
and appointing suitable candidates for senior 
positions. Th e willingness to take the risk to 
employ women as senior managers, should thus be 
considered. One out of nine respondents (11.1%) 
had no recommendations and commented that 
management is well on par with regards to the 
representation of women in the industry she is 
employed in.

DISCUSSION 
Th e main aim of this study was to investigate 
the reasons for the lack of women in leadership 
positions in selected companies in male-
dominated industries in South Africa. Th e 
fi rst objective of this study was related to the 
description of the career paths and advancement 
of women into leadership positions in in selected 
companies in male-dominated industries in 
South Africa. All the respondents (100%) who 
participated in this study provided descriptions 
of their career backgrounds. Th e researcher 
identifi ed three subthemes from the provided 
descriptions: (1) growing through the ranks; 
(2) highest qualifi cations, and (3) years of 
experience. Th e key terms that were evident 
in these descriptions were: career; promoted; 
started working; graduated; Head of Department 
(HOD); social worker; director; senior lecturer; 
appointed; training; position; senior; months; 
years; manager; fi elds; ranks; qualifi ed.

Th e second objective of this study was to 
determine whether women are well represented, 
overrepresented or misrepresented in leadership 
positions in male-dominated industries. Th e 
following subthemes were identifi ed: gender 
not race; nature of profession; in directorships; 
trained for leadership roles and still male-
dominated. 55.5 % of respondents in this study 
agreed that women are well represented in their 
respective industries. Th ese respondents were 
from various ethnic groups, one black female in 
Higher Education, one black and one coloured 
female in Government, one black manager in the 
Energy Sector and one black female in the Retail 
Industry, two white managers with Directorships 
in Higher Education, one black manager with 
a Directorship in Provincial Government, one 
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black Senior Manager in the Health Sector. 
It is noteworthy that coloureds were the least 
represented among the ethnic groups. Th is 
fi nding concurs with the results of the BWASA 
Women in leadership Census (2017). However, 
44.4% of the respondents in the study mentioned 
that women are not well represented in the 
industries they are employed in. Th is assumption 
was made by four black female managers who are 
employed in male-dominated industries, namely 
Health, Higher Education, the Energy Sector, 
Government and the Retail Industry.

To determine the challenges that infl uence the 
appointment of women in leadership positions, 
was the third objective of this study and they 
were related to various themes, such as: Work/
life balance; being bullied/judged; having to 
work twice as hard/having to prove yourself; 
unwillingness to be accepted as a leader; males 
feeling threatened/ intimidated, and diffi  culty in 
managing confl ict. Female managers experienced 
the need of having to work hard and putting 
in extra eff ort to proof their competency and 
capability as leaders (Moloto, Brink & Nel, 2014). 
Th e respondents also emphasized that women 
are oft en unwilling to accept their leadership. 
Furthermore, one respondent expressed that 
she experienced diffi  culty in managing confl ict, 
since women are attempting to supress their 
emotions when faced with confl ict in the working 
environment, because they do not want to be 
perceived as weak.

As a fourth objective for this study, the researcher 
aimed to determine whether women in leadership 
positions are exposed to any racial or gender 
stereotypes. 44.4% of the respondents agreed that 
they experienced racial or gender stereotypes in 
their respective working environments. 11.1% 
of the respondents mentioned being exposed 
to racial discrimination because of giving in to 
sexual advances from men. Concerning criticism/
lack of support, 11.1% of the respondents 
perceived that women are not supporting one 
another when confronted by men criticising 
their leadership characteristics, which thus 
results in poor performance (Mgcotyelwa, 2013; 
Nikolaou, 2017; Ngomane, 2017). 11.1% of the 
respondents experienced gender stereotyping, as 
women who are perceived as attractive by men, 

are also preferred for leadership positions. 55.5% 
of the respondents felt that they are not exposed 
to any gender or racial stereotypes. One of the 
respondents (11.1%) mentioned that she has 
not been exposed to gender or racial stereotypes 
in her current working environment but has 
experienced stereotyping in her professional 
career. Another respondent (11.1%) felt that 
equal and fair treatment are experienced in her 
working environment. One respondent (11.1%) 
was of the opinion that women are given equal 
opportunities in leadership positions. One 
respondent pointed out that, should stereotypes 
occur, it should be managed eff ectively, and 
another indicated that there are systems in place 
in her organisation that ensure that women are 
protected from experiencing discrimination.

To determine the reasons why women are 
not attaining leadership positions in their 
organisations was the fi ft h objective in this study. 
33.3% of the respondents referred to work/
life balance/ heavy workload, since they have 
experienced that women are expected to maintain 
balance between their work commitments 
and their family responsibilities when they are 
employed in leadership positions. Concerning 
traditional gender roles, 22.2% of the respondents 
experienced that women are perceived as being 
best suited to take on maternal responsibilities and 
they do not have the ability of making decisions 
in the workplace. 11.1% of the respondents felt 
overwhelmed by men, since men expect women 
to follow and adapt to their ideas of leadership, 
even though they can perform better than men do. 
A lack of confi dence/hindrances was identifi ed by 
22.2% of the respondents as a reason for women 
not progressing, as women do not believe that 
they have the ability to be a leader, which results 
in women being responsible for the lack of 
confi dence they experience (Coward, 2010; Vitee, 
2016). 11.1% of the respondents experienced lack 
of trust/capabilities in the workplace, because 
their capability as women leaders is mistrusted 
by men perceiving that women cannot make 
appropriate decisions.

Th e sixth objective in this study was to determine 
whether biased or discriminative decisions are 
made that interfere with the appointments of 
women to leadership positions in organisations. 
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44.4% of the respondents agreed that biased or 
discriminative decisions are made concerning 
the appointment of women in leadership 
positions. 11.1% of the respondents felt that 
women are judged because they have maternal 
duties and family responsibilities to attend to, 
and these responsibilities have the tendency to 
interfere with their work (Martin, 2013; Martin 
& Barnard, 2013; Ngomane, 2017). Stereotyping/ 
support of other women was mentioned by a 
respondent, since she experienced women as 
weak and therefore they do not support one 
another, this fi nding concurs with the fi ndings 
in Ngcobo, 2016. 22.2% of the respondents 
referred to discrimination/favouritism and unfair 
practices, since certain women are favoured over 
others and they have not necessarily earned the 
positions they are in. Th e following fi nding in 
this study concur with the fi ndings of Nikolaou 
(2017). 11.1% of the respondents perceived that 
men receive preference when promotions are 
considered. 33.3% of the respondents mentioned 
that there is no biased or discriminative decision-
making when appointing women to leadership 
positions and they also stated that the correct 
procedures are followed in their perspective 
organisations.

To determine the measures that could be 
implemented to increase women representation 
in leadership positions in organisations was 
the fi nal objective of the study. 33.3% of the 
respondents mentioned that women should be 
groomed for senior positions from a young age 
and when employed, management should invest 
in preparing and empowering women from lower-
level positions. Male management should create 
platforms whereby women can voice their needs 
and they should support and encourage women 
to move up the ranks. 22.2% of respondents 
were of the opinion that management should 
capacitate women through means of consulting 
succession planning as a measure, thus it was 
also emphasized that management should 
improve their retention strategies in order to 
retain women who add value to the organisation. 
Management should create training and 
development opportunities for women who aspire 
to advance in their careers and opportunities for 
promotional courses were mentioned by 22.2% 
of the respondents. 33.3% of the respondents felt 

that discrimination should be considered taboo 
in organisations and that management should 
employ equal and fair procedures when recruiting 
and appointing suitable candidates for senior 
positions. One out of nine respondents (11.1%) 
had no recommendations and commented that 
management is well on par in relation to the 
representation of women in the industry she is 
employed in.

Managerial implications 
A gender-neutral work environment might boost 
the acceptance of women as counterparts to men 
in positions in which they work, it might boost 
the idea of women being as equally suitable 
and qualifi ed for a position as men. Ultimately, 
a gender-neutral workplace will lead to equal 
treatment and opportunities for both men and 
women (Tarifenyika, 2016). Women have been 
omitted from the old boys’ networks for a long 
time because most organisations have been 
predominantly led by men. For women to obtain 
the advantages provided by these networks, it is 
proposed that organisations attempt and ensure 
that female employees gain access to insider 
networks which will not only allow them to grasp 
new things but also making it possible for them 
to interact with promotional gatekeepers and 
mentors (Risper, 2011).

Th e appointment of applicable persons in 
senior-level positions could be assured through 
facilitating career development and exposing these 
persons to more challenging work. Th e role played 
by talent management could be the key to ensure 
that appropriate talent is trained, developed and 
retained within companies. (Motsa, 2016). It is 
crucial that recruitment is directed to improving 
the representation of women in senior positions 
(Chiloane-Tsoka, 2012). Men in leadership roles 
could serve as leading examples, by providing 
support through training, coaching and 
mentorships, and the recruitment and promotion 
of women to senior positions (Hofmeyr & 
Mzobe, 2012). Organisations should strategically 
position themselves by employing retention 
strategies which are aimed at women who are 
pursuing leadership positions. Organisations can 
benefi t from having a pool of women targeted for 
succession purposes (Ngomane, 2017).
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Women need assistance to establish a balance 
between the roles of being a mother at home 
and a manager in the workplace, thus, by 
involving career advisors, women could be 
assisted where career planning is concerned. 
Planning could assist women with appropriate 
career development and management, including 
balancing various confl icting roles (Hlophe, 
2014). Organisations should focus on supporting 
the career advancement of women by establishing 
a workplace that is family friendly and has 
fl exible and part-time career benefi ts. Women 
could be assisted in balancing their family life 
through the provision of childcare facilities in 
the work environment, as this could emulate the 
organisation’s interests in supporting women in 
the workplace (Daya, 2011). No circumstances 
associated with a woman’s maternal role should 
jeopardise her opportunity to be promoted. A 
woman who possesses adequate qualifi cations 
and performs well, should be considered for a 
promotion in the company (Kiria & Mukulu, 
2012). Th e execution of work-study programmes 
by professionals aimed at ensuring reasonable 
work distribution and job descriptions are 
provided for all employees, irrespective of gender 
or any other classifi cation, will discourage a 
culture where women must have to work harder 
for their promotions (Kiaye & Singh, 2013).

Limitations and recommendations for future 
research 
Th e sample was limited to a small sample of nine 
(N=9) female managers from various companies 
in male-dominated industries. Th e geographical 
location of the female managers was confi ned to 
only two provinces in South Africa, due to their 
availability and accessibility. Th is had implications 
on the generalisability of the fi ndings in this study. 
Th is study only focused on gaining insight from 
the perspectives of women. A mix gender study, 
with the incorporation of male participants, 
could have been more favourable in collecting 
more enriched data. Another limitation of this 
study had been the population of this study, as a 
majority of the women respondents were black. 
A more representative population could also have 
been more favourable in this instance.

CONCLUSIONS 
Evidently, women are still subjected to gender 

stereotyping and discrimination in the workplace 
and the broader society and they are negatively 
impacted by this phenomenon. It is of critical 
importance that management employs eff ective 
measures to eradicate traces of discrimination, 
prejudice and gender stereotyping in order to 
increased performance of female managers. 
Furthermore, it is also crucial to employ platforms 
of communication on which female managers 
can voice their uneasiness, uncertainty and 
inferiorities to their male counterparts in order 
to ensure a harmonious working environment for 
all.
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ABSTRACT 
Th e liquor industry plays a powerful role in the 
South African economy. At the same time, this 
industry contributes to socio-economic and 
health concerns across the country. It is very 
important important for the liquor industry to 
operate in an ethical manner in order to improve 
its reputation and build trust with society in 
general. Th is is achieved by implementing various 
measures to uphold and maintain organisational 
ethical standards.

Th e aim of this study was to explore ethics 
awareness in the liquor industry. Th is was 
achieved through determining ethical awareness, 
the extent of adoption of ethical interventions, 
and the perceived benefi ts of an ethical culture 
among managers operating within the South 
African liquor industry. Th is study is important, 
as managers are required to be ethical role 
models for those that they lead, and thus play an 
important role in establishing the ethical climate 
of the organisation.

Th e study adopted a quantitative research design, 
with a structured questionnaire as the data 
collection tool. Th e sample comprised 92 sales 
managers from 13 diff erent organisations within 
the liquor industry across South Africa.

Th e results revealed that top management was 
perceived as the most important role player in 
establishing an ethical environment, and that 
the human resource department should be the 
custodian of the ethics initiative. Although 
organisations were seen to have implemented a 
signifi cant number of ethical interventions, this 
was not seen to impact on day-to-day operations. 
Further, the establishment of functional ethics 
committees and ethically based reward systems 
were found to be consistently lacking throughout 
the industry.

Th e fi ndings of this study suggest that signifi cant 
scope exists to improve the ethicality of the 
operational environment, and the ethical 
consciousness of the liquor industry. Th is can 
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be achieved by ensuring closer adherence to 
ethical interventions, and monitoring the impact 
thereof, and in this way enhance the reputation of 
the liquor industry.

Keywords: ethics, South African liquor indus-
try, morals, awareness, interventions, culture 

INTRODUCTION 
Being seen to be ethical might seem to have a 
positive impact on the organisational success. 
Th e more harm industries are perceived to do to a 
society in terms of the product provided or service 
rendered, the more they need to ensure that they 
operate in ways that are socially responsible, and 
in accordance with the requirements of good 
citizenship. Particularly in the liquor industry of 
South Africa.

Th e South African liquor industry is a major 
contributor towards the local economy, providing 
employment and income to thousands of 
households. It generates a gross revenue of 
approximately R90 billion per annum (Th e 
Nielsen Report, 2016), and sustain some 550 000 
jobs (Spotong, 2013). At the same time, the costs 
associated with alcohol abuse are estimated to be 
in the region of R9 billion. Th e liquor industry is 
a signifi cant contributor to the economy, both in 
terms of revenue and employment creation, it is 
thus vital that it operates in a manner that limits 
its negative impact on society (Heineken, 2017). 
Th e liquor industry should be seen to operate on 
a moral conscience, which requires conducting 
business in an ethical manner.

According to Rossouw and Van Vuuren (2017), 
ethics is concerned with what is good and 
correct in human interaction. At its core ethics 
is concerned with the eff ects of one individual’s 
actions on others (Zhu, May & Avolio, 2004), and 
emphasises moral judgment and standards of 
conduct (Buckley, Beu, Frink, Howard, Berkson, 
Mobbs & Ferris, 2001). Schoeman (2014) defi nes 
business ethics as doing what is right or good 
relative to oneself, the organisation’s stakeholders 
and the laws of the country. Ethics in an 
organisation therefore focuses on moral conduct 
which is considered correct or right, and has a set 
objective, that can be benefi cial to others.

Liquor business ethics is promoted through the 
adoption of various strategies and interventions. 
Th ese include top management commitment, 
codes of ethics, ethics training, whistle-blower 
protection, hotlines, ethics offi  cers and ethical 
reward systems.

RESEARCH OBJECTIVES 
Th e main objective of this study was to explore 
ethics in the South African liquor industry. Th e 
following objectives were set for the study:

1. To contextualize the moral challenge faced by 
the South African liquor industry 

2. To examine the benefi ts of being an ethical 
organisation

3. To explore interventions that promotes 
organisational ethics

4. To investigate ethical awareness, the adoption 
of ethical interventions and the perceived 
benefi ts of an ethical culture amongst 
managers in the South African liquor industry 

5. To promote the adoption of current ethical 
strategies in the South African liquor industry

Th e fi rst three objectives were achieved by means 
of a review of the literature, and the fi nal objective 
through an empirical study.

LITERATURE REVIEW 
THE SOUTH AFRICAN LIQUOR 
INDUSTRY – A MORAL CHALLENGE 
Th e formal liquor industry in South Africa is 
believed to have started with the arrival of European 
settlers in (century) with the establishment of a 
refreshment station, nicknamed the ‘Tavern of 
the Seas’. Th is station allowed for passing ships 
to take on supplies, and purchase alcohol (Parry, 
2005). From the 17th to the 20th century, large 
wine and brewing industries were established, 
many of which are now major global players in 
the alcohol market (Parry, 2005). In traditional 
African society, alcohol has always played a 
social and ceremonial role. With colonialization, 
the British tried unsuccessfully to prohibit the 
use of alcohol by Africans, as it was seen to lead 
to ‘social decay and disorder’ (Jacobs & Steyn, 
2013). Perhaps one of the most immoral and 
unethical uses of alcohol emerged in its use to 
attract and retain rural workers in the emerging 
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gold and diamond mines, and through the illegal 
‘dop’ system. Th is system entailed staff  employed 
at vineyards and other farms in the Western and 
Northern Cape Provinces, receiving alcohol as 
partial compensation (Jacobs & Steyn, 2013).

In 1962, it became legal for black people to buy 
alcohol from white owned liquor stores. Th is was 
largely an attempt to undermine the popularity 
of the increasingly illegal ‘shebeens’ that had 
dominated the townships. Most township taverns 
and ‘shebeens’ still operate without any regulation 
by government. Despite the lack of liquor 
licenses, they continue to be supplied by big 
liquor companies. According to Moodie, Stuckler, 
Monteiro, Sheron, Neal, Th anarangsi, Lincoln and 
Casswell (2013), leading transnational companies 
such as Diageo, SAB Miller and Pernod Ricard, 
all claim growth in sales in low-income countries 
in recent annual reports.

While there is economic growth in the liquor 
industry, there are also negative consequences 
associated with this growth. Th e costs of alcohol 
abuse in South Africa are signifi cant. According 
to Parry (2005), who is a seminal researcher in 
alcohol dependency, the author states that it is 
estimated that one out of every four adult males, 
and one out of every ten females experience 
alcohol dependency symptoms. Chronic alcohol 
abuse results in cirrhosis of the liver. Another 
negative eff ect is that the misuse of alcohol during 
pregnancy can lead to fetal alcohol syndrome. 
Alcohol abuse also contributes to increased 
aggression, which has been linked to an increase 
in crime. It can contribute to disrupted family 
life, domestic violence and child neglect. In just 
under half of all non-natural deaths blood alcohol 
levels in the deceased were found to be above 
the legal limit. Furthermore, alcohol abuse may 
be associated with engagement in risky sexual 
behaviour. Studies have found a link between 
alcohol abuse and poverty, low educational 
levels and poor mental health, including suicide 
attempts (Parry 2005).

Th e costs associated with the socio-economic and 
health eff ects of alcohol abuse are concerning. 
Th ese costs were estimated at R9 billion, about 1% 
of the Gross National Product (GNP) (Schneider, 
Norman, Parry, Bradshaw & Pluddermann, 2007). 

For this reason, the South African government 
continually seeks ways to control the liquor 
industry and, in this way, attempt to minimize 
the negative impact of the liquor industry on 
society. To this end, the proposed National 
Liquor Amendment Bill was opened for public 
consultation late in 2016. Th e bill proposed that:

• the legal age of drinking should be increased 
to 21, 

• punitive measures should be applied to 
wholesaler distributors who sell alcohol 
indiscriminately to outlets, whether they have 
a liquor license or not, 

• liquor stores and on-consumption sites should 
be fi nancially liable for any costs incurred as 
a result of damages or crimes committed by 
a person who was sold liquor when already 
intoxicated, and

• liquor advertising targeting young people 
should be prohibited and all advertising 
includes the harmful eff ects of alcohol 
(Peyper, 2016).

As outlined above, the liquor industry is seen 
to contribute to many social problems facing 
South Africa. Given the cost to the economy and 
the extent of the revenue enjoyed by companies 
in this industry, and the fact that the industry 
is under constant government surveillance, it is 
crucial that every eff ort is made to improve its 
reputation and build trust with society in general. 
Th is is achieved through adherence to ethical 
business practices.

Th e following section provides an exposition of 
the benefi ts of being an ethical organisation.

BENEFITS OF BEING AN ETHICAL 
ORGANISATION 
Chikeleze (2014) cites companies on the top list of 
the World’s Most Ethical Companies had twenty 
percent greater profi ts and six percent improved 
shareholder returns than companies that did not 
appear on the list. Th is reveals that a strong ethical 
culture sends the message that an organisation is 
well managed, invests in human assets, does the 
right thing, and does business fairly. Th is has a 
direct infl uence on the fi rms’ reputation and is 
associated with increased investment and higher 
stock prices.



1158
WWW.IBC-CONFERENCE.COM

Huhtala, Feldt, Lamsa, Mauno and Kinnunen 
(2011) found that ethically disposed organisations 
which provided the means for their employees 
to comply with normative expectations led to a 
reduction in job stress. According to the authors 
it is stressed that, when employees know exactly 
how to handle an ethical dilemma they experience 
less stress. It was further found that ethical culture 
was positively related to work engagement. Koh 
and Boo (2001) and Tsai and Huang (2008) found 
that an ethical climate positively infl uences job 
satisfaction.

Th is can also mean that, team eff ectiveness is 
improved because of ethical leadership. De Hoogh 
and den Hartog (2008) and Cheng, Chang, Kuo 
and Cheung (2014) maintain that ethical leaders 
increase employee involvement by providing 
them with a voice and being transparent in their 
decision-making. Ethical leaders are respected 
and trusted by their subordinates. Th is positively 
results in a willingness to work together towards 
set organisational goals.

Th e most signifi cant reason for developing 
an ethical organisation is that it diminishes 
unethical behaviour on the part of organisational 
members. Th e fi nancial and reputational costs 
associated with ethical failures can be immense. 
It thus makes economic sense to invest in ethics 
initiatives to ensure the ethical conduct of all 
relevant stakeholders. In the following section, a 
number of these initiatives are explored.

PROMOTING ORGANISATIONAL ETHICS 
Th e following section comprises of the initiatives 
that have been explored in this paper which 
include: ethical leadership and top management 
commitment, code of ethics, selection processes, 
training programmes, whistle-blower protection, 
and performance appraisals and rewards.

Ethical leadership and top management 
commitment 
An ethical organisation comprises of individuals 
and leaders who hold themselves to high ethical 
standards. Individuals learn how to behave from 
those that surround them and are infl uenced by 
those who lead them.

Organisational leaders set the tone for ethical 

conduct and practices. Th e management 
executive has the most important role to play 
in establishing an ethical workplace, as they are 
responsible for creating and establishing broad 
policies and organisational set objectives. Th ese 
policies and objectives must be founded in ethics 
that are well communicated, and values that 
are widely understood and perceived to be fair. 
According to Buckley et al. (2001) and Th omas, 
Schermerhorn, Dienhart and Bartles (2004), top 
management must communicate and encourage 
‘ethical consciousness’ within their organisations.

Research on the extent to which ethical leadership 
is modelled shows that proximity plays a 
signifi cant role in the transfer of ethical conduct. 
Mayer, Kuenzi, Greenbaum, Bardes and Salvatore 
(2009) and Lee, Byun and Dai (2017) speak of the 
‘trickle-down’ eff ect of ethical leadership through 
diff erent levels of management and its ultimate 
infl uence on employee’s behaviour. According 
to Brown, Trevino and Harrison (2005), in large 
organisations lower level employees are likely to 
have little interaction with the executive leaders, 
thereby making modelling their behaviour almost 
impossible. Th e role of supervisors is thus crucial 
in this regard. Th is points to the importance 
of instilling ethical values using a top-down 
approach.

Social learning theory proposes that leaders 
can infl uence the ethical conduct of those in 
their environment by modelling. Employees 
learn how to behave ethically and learn what 
ethical behaviour looks like, by observing those 
who lead them (Brown et al, 2005; Lee et al, 
2017). Leaders who conduct themselves to high 
standards of moral integrity and make eff orts to 
ensure that their followers are elevated in their 
own moral awareness, can benefi t most from the 
principles of modelling (Zhu, et al., 2004, and 
Lee et al, 2017). Th e attraction-selection-attrition 
theory proposes that individuals are attracted to 
groups that fi ts their personal preferences and 
characteristics (Mayer et al, 2009 and Collins, 
2012). Th is phenomenon is important as it implies 
that ethical leaders will attract, inspire and retain 
ethical individuals to their work group, thus 
furthering the aims of an ethical organisation. 
A signifi cant aspect in ensuring that the top 
executives establish an ethical climate is that 
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they are aware of its importance and the impact 
they can, and must have, in creating an ethical 
climate. Th e next section focuses on ethical codes 
of conduct.

Code of ethics 
An adopted or approved organisational code 
of ethics provides guidelines for appropriate 
employee behaviour that improves the ethical 
climate (Koh & Boo, 2001, Rossouw & van 
Vuuren, 2017). Schoeman (2014) proposes that 
a code of conduct can be used to curb unethical 
behaviour. Kish-Gephart, Harrison and Trevino 
(2010) found that in cases where the ethics code is 
little more than window dressing, there would be 
no discernable infl uence on ethical choices. Th e 
authors suggest that codes may have become so 
commonplace in organisations that they have lost 
their impact. Research by Shaw and Barry (2014) 
however, shows that a properly enforced code 
can have a powerful infl uence on decisions, but 
that in order to achieve this, the code should be 
constantly and continuously reviewed, updated, 
upgraded and monitored.

Selection processes 
Maximizing ethical work behaviours commences 
with the hiring process (Collins, 2012). According 
to Buckley et al. (2001), ethics can be promoted 
by selecting employees whose values are aligned 
to those of the organisation. It is critical that 
skills, knowledge and abilities are complemented 
by moral values that are important to the 
organisation. Several screening processes can be 
utilized to ensure that the appointed applicant 
is ethical. Th ese must include amongst others 
ongoing ethics job screening, ethically based 
interview questions, reviewing behavioural 
information from Curriculum Vitae’s (CV’s), 
reference checks, background checks and integrity 
tests (Collins, 2012).

Just as prospective employees use the worldwide 
web to gain information about a prospective 
employer, so do employers. Th e internet has 
made life more transparent. Doing a job search of 
an applicant’s name on the internet can result in a 
list of databases which could indicate a potential 
employee’s ethical or unethical activities (Collins, 
2012). Facebook is also a popular tool to discover 
the lifestyle and ‘tone’ of a prospective employee. 

However, Collins (2012) cautions against using 
these methods, as internet sites may contain 
false information are also advised. Furthermore, 
analysing an individual’s Facebook page may raise 
concerns about privacy. It is important that when 
researching the background of a job applicant, 
cognisance be given to the ethicality of the means 
utilised.

Training programmes 
Social learning from co-workers and top 
managers can be used to instill ethics (Koh & 
Boo, 2001, and Lee et al, 2017). According to 
Schoeman (2014) ethics training can strengthen 
the ethical commitment of employees while 
simultaneously providing guidelines to assist 
the ‘ethically challenged’. Th ese programmes 
provide platforms for employees to discuss and 
resolve ethical dilemmas that they are likely to 
experience while doing their jobs, and at the same 
time provide responses that are in line with the 
company’s values.

Weaver and Trevino (2001) believes that ethics 
training needs to be extensive, occur frequently, 
and be conducted at all levels of an organisation. 
Th is is supported by Collins (2012), who explains 
that everyone in an organisation faces ethical 
dilemmas and thus requires regular related or 
relevant ethics training. According to Schoeman 
(2014), to ensure the best results from an ethics 
training programme is that it should be based 
on the organisation’s current ethical climate and 
utilize the results of an ethics assessment. In so 
doing, the course content can be customized to 
include the companies’ actual ethical strengths, 
and weaknesses.

Whistle-blower Protection 
Shaw and Barry (2014) defi nes whistle-blowing 
as an employee that informs the public about the 
illegal or immoral behaviour of an organisation. 
Many subordinates are reluctant to report abuse 
by their superiors (Pendse, 2012). In addition, 
many are skeptical about the moral motivation 
of whistle-blowers. According to Shaw and Barry 
(2014) the whistle may be blown in error or 
malice, privacy might be invaded, and trust might 
be undermined.

Companies need to develop explicit whistle-
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blowing policies. At the very least these policies 
should state that employees have a responsibility 
to report wrong-doing. People outside the direct 
chain of command should hear their concerns, 
employees reporting others must be protected 
from adverse employment consequences, and 
there should be a fair and impartial investigation 
process. In this way, an organisation can create a 
culture that results in employees being less likely 
to report unethical conduct externally (Shaw and 
Barry, 2014).

Th e development of an ethics hotline can 
contribute toward meeting the aims of whistle-
blowing. Collins (2012) maintains that hotlines 
are a popular means for organisations to obtain 
information about unethical or illegal behaviour. 
Critical to the success of this form of whistle-
blowing is the anonymity and privacy of those 
reporting.

Performance appraisals and rewards 
Rewards exist to motivate people to higher levels 
of performance. Rewarding ethical behaviour and 
advancing careers based on ethical considerations 
is critical. Performance appraisal and reward 
systems should support these objectives, as the 
reward system has a direct infl uence on the ethical 
climate of an organisation by sending a message 
as to what the organisation deems important.

A company cannot promote ethics in its employees 
if the reward system fails to integrate the aspect. 
Th ere must be congruence between policy 
and practices both vertically and horizontally. 
According to an Ethics Quotient Survey, the 
most ethical organisations are those most likely 
to incentivise employees who both engage in 
ethical conduct and actively support compliance 
initiatives (Ethisphere, 2016).

METHODOLOGY 
For this study, a quantitative research design 
was adopted within the positivist paradigm. 
A quantitative approach enables a researcher 
to quantify information in order to obtain 
generalisations based on a population (Bryman 
& Bell, 2014). An existing ethics questionnaire 
developed by Lloyd and Mey (2010) was adapted 
and used as the data collection tool. Th is 
method was deemed appropriate as it was used 

to determine the extent to which organisations 
in the liquor industry adopt ethical practices. 
Th e thirteen organisations that formed part of 
the study were Pernod Ricard, Douglas Green 
Bellingham, Distell, RGBC, Heineken, meridian, 
Diageo, ABV, Vinimark, KWV, Edward Snell, 
ABInBev and Henry Taylor Ries.

Population and sample 
A non-probability purposive sampling approach 
was used, this implies that the sample was not 
selected randomly (Bryman & Bell, 2014). For the 
purpose of this study, this approach was selected 
based on specifi c characteristics of the sample, in 
this case, middle sales managers employed across 
the South African liquor industry. Majority of the 
participants are employed at Heineken (20%), 
ABInBev (17%) and Distell (13%). A total of 92 
middle sales managers were included in this study. 
Th ese individuals were included in the study due 
to them working closely with top management. 
Th e intention was to provide insight into the level 
of top management commitment to ethics in the 
liquor industry.

Measuring instrument and data collection 
Self-administered questionnaires served as 
the data collection tool. Pre-approval was 
obtained from the relevant organisations and the 
questionnaire was administered using Survey 
Monkey. Survey Monkey is a web-administered 
application and is thus anonymous. A link to the 
questionnaire was sent to the sales directors at 
the representative organisations, who forwarded 
the link to their sales managers. Furthermore, a 
letter outlining the research aims were included. 
Additionally, participants were informed that 
their participation in the study was voluntary and 
that individual information will not be shared.

Th e questionnaire was validated as it was subjected 
to pilot testing which allowed for the assessment 
of validity and reliability. Section A comprised 
of demographic data, and Section B consisted of 
three scales in relation to ethical awareness, extent 
of adoption of ethical interventions and perceived 
benefi ts of an ethical culture. Th ese scales 
comprised Likert-type response items. Th e ethical 
awareness scale measured whether participants 
were aware of the various ethical interventions 
off ered at their respective organisations. Th e 
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adoption of ethical interventions measured the 
extent to which ethical interventions have been 
or is in the process of implementation and the 
last scale measured the participants view on the 
benefi ts of implementing ethical practices.

Validity and Reliability of scales 
Cronbach Alpha (CA) values were calculated to 
assess the reliability of the scales used in this study. 
Generally, a CA of 0.60 is considered acceptable 
(Hinton, McMurray & Brownlow, 2014). Overall, 
the questionnaire was deemed reliable, as all the 
CA’s measured well above 0.60, as indicated in 
Table 1 below.

TABLE 1: CRONBACH ALPHA COEFFICIENTS FOR 
THE MEASURING SCALES

Variables Number of 
items CA

Awareness 
of ethical 
interventions

7 0.698

Adoption 
of ethical 
practices

8 0.887

Benefi ts 
of ethical 
practices

5 0.903

FINDINGS 
IBM SPSS Statistics 25 was used to analyse the 
data. Descriptive statistics were generated to 
provide a summary of the sample, and inferential 
statistics to determine the extent of awareness 
of ethical interventions, adoption of ethical 
interventions, and benefi ts of an ethical culture.

Demographic data 
As stated, 92 middle sales managers participated 
in the study. Table 2 represents a summary of the 
demographic data of the respondents.

As noted in Table 2 above, an unequal 
representation for gender comprised the sample, 
as 75% of the respondents were male. In addition, 
the majority of the respondents were aged between 
31 and 40 years old (43%), held a diploma or a 
degree (58%) and had been employed at their 
respective organisations for more than fi ve years 
(54%). Many of the respondents were employed 
at Distell (13%), Heineken (21 %) and AbinBev 

(17 %).

Descriptive Statistics 
As seen in Table 3, the benefi ts of implementing 
ethical practices shows a mean score of 4.58, 
suggesting a tendency towards “agree” and 
“strongly agree”. Th is was accompanied with 
a standard deviation of 0.58, thus indicating 
consistency of responses. Th is implies that 
majority of respondents perceived the many 
benefi ts associated with implementing ethical 
practices.

Figure 1 represents the participants’ view of 
their awareness of the ethical interventions 
off ered at their organisations. Th e scale allowed 
participants to indicate whether they were aware 
of the following interventions. As seen below, 
majority (97, 8%) of the participants were aware 
of their organisations Code of Ethics, and the 
lowest level of awareness relates to rewarding 
ethical behaviour.

Figure 2 shows the extent to which organisations 
have adopted ethical interventions. Aligned 
with fi gure 1, the interventions most adopted at 
organisations was the Code of Ethics (58%), Ethics 
Hotline (58%), and Whistle-blower Protection 
(52%). Th e least implemented relates to Ethical 
Reward Structures (20%) and the appointment of 
Ethics Offi  cers (32%).

Th e benefi ts of implementing ethical practices 
and interventions includes but are not limited to 
the following: fi nancial and strategic sustainability 
and an increase to the morale of employees. 
Majority of the participants indicated that should 
organisations implement the below-mentioned 
practices and interventions various benefi ts may 
arise.

DISCUSSION 
Th e primary aim of this study was to explore 
ethical awareness in the liquor industry. Th is was 
achieved by investigating awareness, exploring 
the adoption of practices and examining the 
benefi ts of ethics and adherence to the adopted 
code of conduct in the liquor industry of South 
Africa.

In line with the above-mentioned, respondents 
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were requested to indicate whether based on 
their awareness of the fact that their organisations 
off ered interventions to promote ethics. Th e 
majority (97.8%) of the respondents were aware of 
their Code of Ethics, whistle blower protection and 
hotlines processes or mechanisms used in order 
to report unethical behaviour. However, it is not 
suffi  cient to have a Code of Ethics in place. To gain 
the maximum benefi t, a Code of Ethics should be 
updated, reviewed, communicated, implemented 
and monitored on a continuous basis, which will 
drive ethics within the organisation (Shaw & 
Barry, 2014; Kish-Gephart et al, 2010). Hotlines 
have assisted organisations in their awareness 
of unethical practices (Collins, 2012). Shaw and 
Barry (2014) recommend that any hotline or 

whistle-blowing policy must explicitly make clear 
how those making allegations will be protected. 
Collins (2012), state that a hotline is only eff ective 
if it provides anonymity and privacy to those 
making reports.

In terms of the adoption of interventions, the 
least seen to be implemented was an ethical 
reward system. A reward system communicates 
expected repeated behaviour of all employees in 
an organisation. Th e lack of implementation of a 
reward system indicates a lack of real commitment 
to ethical interventions, which may be perceived 
as not important for operational success. 
Furthermore, it was highlighted that the lowest 
level of awareness was in terms of rewarding 

TABLE 2: BIOGRAPHICAL DATA (N=92)

GENDER PERCENTAGE
Male 75
Female 25
TOTAL 100
AGE PERCENTAGE
25-30 10
31-40 43
41-50 39
50+ 8
TOTAL 100
HIGHEST QUALIFICATION PERECENTAGE
Grade 12 13
Diploma/Degree 58
BTech/Honour’s Degree 17
Master’s Degree 5
Other 7
TOTAL 100
LENGTH OF SERVICE PERCENTAGE
<1 year 8
1-2 years 17
2-5 years 21
>5 years 54
TOTAL 100

TABLE 3: DESCRIPTIVE STATISTICS (N=92)

  N Minimum Maximum Mean Std. Deviation
Benefi ts 
of ethical 
practices

92 1.00 5.00 4.58 0.58
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ethical behaviour, which is aligned to the fi ndings 
related to the adoption of ethical interventions.

Most of the participants noted the importance 
of implementing ethical interventions due to the 
benefi ts it may yield. Moreover, this shows that 
the participants recognised the value of an ethical 
organisation. Th is is crucial considering their 
role of managers as ethical leaders. However, 
support through appropriate interventions that 
are reviewed and consistently applied are deemed 

necessary. Th is is aligned to the World’s Most 
Ethical Companies List (Chikeleze, 2014) which 
indicated that companies who are ethical are 
rewarded with benefi ts such as increased profi ts 
and shareholder returns. Additionally, an ethical 
culture improves teamwork, reduces stress, 
increases levels of job satisfaction, engagement 
and commitment to ethical practices and inhibits 
unethical behaviour (Koh & Boo, 2001; Elci 
& Alpkan, 2008; Harrison & Freeman, 1999; 
Huhtala, Feldt, Lamsa, Mauno & Kinnunen, 

FIGURE 1: ETHICAL AWARENESS. 

FIGURE 2: ADOPTION OF ETHICAL INTERVENTIONS
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2011).

Th e general lack of commitment to implementing 
ethical interventions as suggested by the responses 
received contrasts with the recommendations 
made by the King Reports, particularly the King 
Report IV, where the importance of creating 
ethical and social committees for organisations 
committed to good corporate governance are 
highlighted. Th e creation of, and the appointment 
of qualifi ed ethics offi  cers would provide further 
opportunities for the industry to ensure an 
improved ethical environment. Th e appointment 
of a qualifi ed ethics offi  cer is the most signifi cant 
indication that an organisation is committed to 
ethical conduct (Lloyd & Mey, 2010). Although 
a code of ethics was largely seen as mean of 
compliance, to some extent there is a shortfall 
in all other interventions. Formal processes 
are required to ensure that an organisation 
reinforces an ethical culture. Ethics requires top 
management to be seen to be making ethical 
decisions and taking ethical actions that are 
evident to employees, resulting in employees 
modelling such behaviours and the organisations 
reinforcing and incentivizing employees who do 
so.

Th e fi ndings of the empirical study suggest that 
the role and impact of ethical interventions in 
the liquor companies represented in this study 

is at best limited, or at worst, window dressing, 
and suggestive of an inadequate commitment 
to organisational ethics. Th e King Report IV 
explicitly recommends the creation of ethical 
interventions for companies seeking commitment 
to good corporate governance. Failure to ensure 
that these bodies operate in a meaningful way 
diminishes any real benefi t that they might off er.

MANAGERIAL IMPLICATIONS 
Chief Executive Offi  cers as the leaders and 
enforcers. 
Th is study showed that these positions are not 
viewed as being critical to the creation of an 
ethical environment. Since research has shown 
consistently how vital they are, further research 
regarding the role and extent to which such 
positions are involved in the implementation of 
ethical interventions would provide insight into 
areas that are lacking, but also signifi cant and 
important information on steps to be taken to 
overcome this challenge must be looked into or 
further researched.

Th ere is an opportunity for organisations in the 
liquor industry to make valuable strides toward 
creating organisation’s that refl ect an ethical 
climate. Human resource practitioners operating 
within the liquor industry must work together 
with senior managers to ensure that ethics gets 
both the credit and value it requires. Once top 

FIGURE 3: POTENTIAL BENEFITS 
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management leads the eff ort toward an ethically 
conscious environment, it is only then that the 
true benefi ts of an ethical organisation, in the form 
of benefi ts that go beyond appearances and aff ect 
the bottom line, be realised. When employees 
observe and perceive their managers leading 
ethically; they will be inspired to continuously 
operate ethically; thus, contributing towards 
the creation of an ethically-sound climate in the 
organisation.

Articulation of ethical interventions 
Management together with the assistance of the 
Human Resource Management Units as well 
as other key stakeholders in the organisation 
should clearly articulate the ethical interventions 
accessible to staff . Moreover, a description and 
the purpose of these interventions should be 
communicated on a regular basis.

Adoption of ethical practices 
Systems that reward ethical behaviour should be 
advocated in order to emphasise the importance 
and value placed on ethical behaviour in 
organisations. Th is should be done to initiate and 
elevate the importance of ethics. Th ereaft er, it is 
the assumption that a reward system for ethical 
behaviour is no longer required as through 
these interventions ethical behaviour becomes 
engrained in the behaviour of all staff  within the 
organisation without being given a reward. By 
supporting the appointment of a qualifi ed ethics 
offi  cer, managers will show their appreciation 
of ethical practice, and their intention to be 
compliant with corporate governance principles. 
Ethics offi  cers will be able to provide corporate 
leadership and advise on issues pertaining 
to corporate governance. Th ey will conduct 
research in the organisation, provide reports 
in the form of dip-sticks to determine what the 
general stance of employees and systems in the 
organisation pertaining to ethical practice and 
ethical behaviour. In addition, the ethics offi  cer 
could provide advice on suitable interventions 
required to promote ethical behaviour.

CONCLUSION 
From this study there is no doubt that an 
organisation starved of ethical practice will be 
subjected to challenges. It is the responsibility of 
leaders to advocate for the creation of an ethical 

climate in the organisation (Buckley et al, 2001 
& Th omas et al, 2004). Th e implementation of 
various ethical practices is paramount and will 
prove benefi cial for organisations in the long run. 
Th e main fi ndings of this study were that while 
ethical interventions are regarded as important 
and respondents believe that being an ethical 
organisation is paramount to sustainability; the 
implementation of the interventions is lacking.

Appointing qualifi ed ethics offi  cers will ensure 
there is someone to work together with top 
management in identifying and curbing unethical 
practices (Lloyd & Mey, 2010). When it comes to 
creating an ethical climate in the organisation, 
everyone from top management to the lower-level 
positions; should be onboard and work together 
toward ensuring that ethics form part of the day-
to-day operations of the organisation.
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SIGNIFICANCE OF WORK 
Th is study highlights the importance of person-
organisation fi t in the relationship between 
authentic leadership and pro-social behaviour. It 
contributes to the literature on the relationship 
between authentic leadership, person-
organisation fi t, and pro-social behaviour.

Keywords: person-organisation fi t, authentic 
leadership, pro-social behaviour, productivity, 
performance 

INTRODUCTION 
Pro-social organisational behaviour has become 
a topic of interest for both academics and 
human resource practitioners (Kanten, 2014). 
Employees who exhibit pro-social behaviours 
are likely to protect their organisation’s interest, 
improved relation with co-workers, and customer 
satisfaction (Mitonga-Monga & Hoole, 2018), 
they are also prepared to take on extra-role 
that are beyond the requirements of the formal 
contract (Alizadeh, Darvishi, S Nazari & Emami, 

2012). Construction organisations operating in a 
competitive global environment, are challenged 
to promote organisational competitiveness, 
while providing exceptional service delivery 
(Sinar, Wellins, Ray, Abel, & Neal, 2015; Sutarjo, 
2011). For organisations and practitioners, 
employee’s exhibition of pro-social behaviour 
alludes to comprehend the importance of both 
leadership behaviour and person-environment 
correspondence or fi t (Sinar et al., 2015). Th e 
notion of person-organisation correspondence 
(Potgieter, Coetzee & Ferreira, 2018) has become 
central in the organisational behaviour and 
management literature because it speaks to 
the mutual needs of employees and employer. 
Employees involve in extra role helpful behaviour 
towards other co-workers or the organisation 
when they perceive congruency between their 
personal characteristics and their organisation 
characteristics (Mitonga-Monga & Hoole, 2018). 
When misfi t is perceived employees may likely 
develop dysfunctional attitudes and behaviour 
that could lead to low employee morale and 
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organisational ineff ectiveness (Ibarra, 2015). 

Authentic leadership emerged as leader’s traits 
that are consistent, value-based behaviours 
and dependable (Zhu, Avolio, Riggio, & 
Sosik, 2011). Th ese leaders’ behaviours and 
values are considered aligned with those of 
employees, which may in turn, lead to increased 
employees’ morale, extended eff orts and well-
being (Hannah et al., 2011; Kanten, 2014). 
Leaders who foster the alignment between 
employees’ and organisational values could 
promote organisational competitiveness through 
exceptional service delivery. Person-organisation 
fi t indicates employees’ performance (Bandura & 
Kuvusanu, 2018).

Employees who perceive their leaders to be 
guided by internal moral standards, possess 
accurate self-knowledge, which promote positive 
relationships (Bandura & Kuvussanu, 2018). 
Such leaders typically choose to engage in pro-
social behaviours and solicit their views before 
coming to conclusions.  Employee’s moral 
orientation infl uence the relationship between 
authentic leadership and pro-social behaviour 
(Hannah, Avolio & Walumbwa, 2011), while 
person-organisation fi t infl uences employees’ 
performance (Arbour, Kwantes, Kraft , & Boglarsky, 
2014), as well as organisational commitment and 
productivity (Cable & Judge, 1995; Jaconi, 2014; 
Seong, 2016). Previous research established 
the association between authentic leadership 
and pro-social behaviour, and the person-
organisational correspondence with some work-
related outcomes. Th ere is a lack of information 
on the relationship between person-environment 
fi t with employees’ perceptions of leadership’s 
authenticity and pro-social behaviours, especially 
in the South African construction industry. Th e 
objective of the present study is to explore the 
mediating process of pro-social behaviour in the 
link between authentic leadership and person-
organisational fi t.

Research purpose and objectives 
Th e exhibition of pro-social behaviour could 
take many forms of organisational citizenship 
behaviour (Bülbül, 2014). Pro-social behaviours, 
mostly voluntary, are seen as fundamental to the 
success of organisations (Kanten, 2014; McNeely 

& Meglino, 1994). For these reasons, precipitating 
factors of  pro-social behaviour have become 
an important topic of investigation (Kanten, 
2014; McNeely & Meglino, 1994). More insight 
is needed into the mediating role of person-
organisational fi t in the relationship between 
authentic leadership and pro-social behaviour. 
Th e objective is to be provide insight into what 
extent person-organisation fi t plays a mediating 
role of authentic leadership and in facilitating 
pro-social behaviour

LITERATURE REVIEW 
Th e attributes of authentic leadership are seen 
as self-awareness, self-effi  cacy and transparent 
interactions grounded in values and morals 
(Gardner, Avolio, Luthans, May, & Walumbwa, 
2005; Zhu, Avolio, Riggio, & Sosik, 2011). By 
exhibiting these positive characteristics, leaders 
may aff ect organisational culture (Trmal, 
Bustamam, & Mohamed, 2015), which may 
include pro-social behaviour by employees. 
With the increase in the alignment of values, it is 
surmised that person-organisation fi t and positive 
work outcomes known as pro-social behaviour, 
would also increase (Arbour et al., 2014; Cable 
& DeRue, 2002). When considering the above, 
one might assume that the interplay between 
these three factors may have a positive eff ect on 
organisational eff ectiveness. Th e background 
and theory of authentic leadership, person-
organisation fi t, pro-social behaviour and the 
proposed relationship between these constructs 
will be examined in this literature review.

Authentic Leadership 
Authentic leadership is a topic that has gained 
recognition and position within the leadership 
studies in management and organisational 
psychology (Mubarak & Noor, 2018). 
Authentic leadership is described as the leader’s 
competences and ability to work with followers 
and foster positive development (Iqbal, Farid, 
Ma, Khattak & Nurunnabi, 2018). Authentic 
leadership is regarded as a set of attributes 
exhibited by leaders, such as encouraging self-
awareness, an internalised moral perspective that 
includes holistic information processing, and 
building transparent relationships with followers 
(Walumbwa, Avolio, Gardner, Wernsing, & 
Peterson, 2008)Kenya, and the United States. 
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Confi rmatory factor analyses supported a higher 
order, multidimensional model of the authentic 
leadership con- struct (the Authentic Leadership 
Questionnaire [ALQ]. Th e concept of authentic 
leadership relates to the idea that actions and 
behaviours align with core, internalised values 
and beliefs (Harvey, Martinko, & Gardner, 2006; 
Sağnak & Kuruöz, 2017; Scheepers & Elstob, 
2016). Th e view is that authentic leadership 
literature explains the authenticated interaction 
between leaders and followers (Miniotaite & 
Buciuniene, 2013). Even though authentic 
leadership is a relatively recent concept (López, 
Alonso, Morales, & León, 2015), it is seen as the 
foundation of positive leadership, and is believed 
to address most inadequacies of leadership styles 
(Monzani, Ripoll, & Peiró, 2014; Zhou, Ma, 
Cheng, & Xia, 2014). Th ese attributes are believed 
to promote positive capacities and an ethical 
climate (Walumbwa, Avolio, Gardner, Wernsing, 
& Peterson, 2008)Kenya, and the United States. 
Confi rmatory factor analyses supported a higher 
order, multidimensional model of the authentic 
leadership con- struct (the Authentic Leadership 
Questionnaire [ALQ]. Th e literature identifi es the 
following components of authentic leadership:

1. Self–awareness: Leaders understand and 
accept the impact of their actions on others. 
It is how leaders make meaning of the 
environment around them and the infl uence 
the environment has on them (Walumbwa 
et al., 2008)Kenya, and the United States. 
Confi rmatory factor analyses supported a 
higher order, multidimensional model of 
the authentic leadership con- struct (the 
Authentic Leadership Questionnaire [ALQ]. 

2. Relational transparency: Th ese are candid 
interactions of leaders with their followers, 
accompanied by appropriate actions 
(Walumbwa et al., 2008)Kenya, and the 
United States. Confi rmatory factor analyses 
supported a higher order, multidimensional 
model of the authentic leadership con- struct 
(the Authentic Leadership Questionnaire 
[ALQ]. Th ese interactions are perceived as 
open, honest and trusting (Milić, Grubić-
Nešić, Kuzmanović, & Delić, 2017; Zhou et 
al., 2014). 

3. Balanced Processing: Th is refers to leaders’ 

unbiased and comprehensive processing 
of information (Zhou et al., 2014). Th is 
information processing occurs without 
distorting or ignoring information (Valsania, 
León, Alonso, & Cantisano, 2012).

4. Internalised moral perspective: Authentic 
leaders uphold moral values, lead, and make 
decisions in a pro-social and ethical way, even 
if external pressures go against their values 
(Hirst, Walumbwa, Aryee, Butarbar, & Hui 
Chen, 2016; Walumbwa et al., 2008; Zhou 
et al., 2014)Kenya, and the United States. 
Confi rmatory factor analyses supported a 
higher order, multidimensional model of the 
authentic leadership con- struct (the Authentic 
Leadership Questionnaire [ALQ]. Authentic 
leaders possess positive psychological capital 
in that, they are confi dent, optimistic, helpful, 
and resilient (Luthans, 2015). Additionally, 
authentic leaders display actions that are 
guided by the leaders’ true self as echoed by 
core value, beliefs, thoughts and feelings as 
opposed to environmental contingencies or 
pressure from others (Iqbal et al., 2018). 

Person-Organisation Fit 
Person-organisation fi t has become the popular 
term to encompass workplace attitudes and 
behaviour (Arbour et al., 2014; Mehtap & 
Alnıaçık, 2014), described as the similarity 
between an individual’s values the organisation’s 
characteristics, and individual and organisational 
goals (Arbour et al., 2014; Cable & De Rue, 2002; 
Parkes, Bochner, & Schneider, 2001). Person-
organisation fi t is defi ned as the compatibility 
or degree of congruence between individual 
and environmental attributes due to its many 
benefi ts and joint infl uence of individual and 
environmental factors on human attitudes and 
behaviour (Chen, Lin, Sun & Zhou, 2018; Janse 
Van Rensburg, Rothman & Diedericks, 2017). 
An interesting stream of research by on person-
organisation fi t reveals many benefi ts such 
as productivity, creativity and stability when 
characteristics of individuals are compatible 
with the characteristic of the environment 
(Tugal & Kilic, 2015). Human behaviour is a 
combined function of the person-organisation 
fi t in congruency with the work environment at 
more levels such as the job, the work group, the 
organisation and a broader vocation (Astakhova, 
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2016; Chen et al., 2018). 

Person-organisation fi t is a well-investigated 
construct in organisational behaviour (Kristof, 
1996), a sub-component of the broader concept 
of person-environment fi t (Liao, Huang & 
Xiao, 2017).  Person-organisation fi t captures 
the congruence between the characteristics of 
individual’s goals, skills and values coupled with 
the characteristics of organisations goals, values 
and culture (Tugal 7 Kilic, 2015). Th is construct 
relates to the correspondence between employee’s 
values, norms, and goals with the values of their 
organisation (Chen et al., 2018; Wen, Zhu, & Liu, 
2016). In contrast, miss-alignment occurs when 
there is low identifi cation by the employee with 
the values of the organisation (Ruiz-Palomino 
& Martínez-Cañas, 2014; Travaglianti, Babic, & 
Hansez, 2016; Waszkowska, Jacukowicz, Drabek, 
& Merecz-kot, 2017). Th e match between people’s 
values and those of the organisation produce 
positive outcomes such as increased pro-social 
behaviour (Tugal & Kilic, 2015), organisational 
commitment (Chen et al., 2018), job satisfaction, 
contextual performance and pro-social behaviour 
(Nicol & Rounding, 2014; Ruiz-Palomino 
& Martinez-Cañas, 2014), and a decrease in 
turnover intention (Latif & Bashir, 2013). A lack 
of person-organisation fi t may lead to adverse 
business outcomes (Mehtap & Alnıaçık, 2014; 
Ruiz-Palomino & Martínez-Cañas, 2014; Vilela, 
González, & Ferrín, 2008), such as reduced pro-
social activities, extra-role behaviour, as well 
as role confl ict (Cable & DeRue, 2002; Hannah, 
Avolio, & Walumbwa, 2011; Nicol & Rounding, 
2014; Ruiz-Palomino & Martínez-Cañas, 2014).

Pro-social behaviour 
Previous studies increasingly use the concept 
of pro-social behaviour to describe as socially 
desirable behaviour in organisations and/
or behaviour that go beyond specifi ed role 
requirements (Kanten, 2014). Pro-social 
behaviour is social actions directed at an 
individual, group or organisational level (Bülbül, 
2014). Pro-social behaviour can be associate with  
extra eff ort and conscientiousness at work (Livi, 
Th eodorou, Rullo, Cinque & Alessandri, 2018). It 
present acts such as contributing to suggestions 
how to improve and protect the organisation, or 
speaking favourably about the organisation to 

outsider (Livi et al., 2018). Snippe, et al. (2017), 
perceive pro-social behaviour as the act that 
promotes organisation eff ectiveness. Pro-social 
behaviour at work is perceived as key element 
of an organisational eff ectiveness in the sense 
that that they lead to improvement in the work 
environment through a series of acts performed 
by workers (Bülbül (2014). 

Pro-social behaviour is considered as individual’s 
acts, which is: (1) - performed by a member 
of an organisation; (2) - directed towards an 
individual, group, or organisation with whom 
he or she interacts while carrying out his or her 
organisational role; and (3) - performed with 
the intention of promoting the welfare of the 
individual, group, or organisation toward which 
it is directed. Th e outcome variables of pro-
social behaviour are improved communication, 
job satisfaction, customer satisfaction, and 
organisational effi  ciency (Snipper et al., 2017).

Pro-social behaviour in an organisation is 
associated with the notion of socially desirable 
behaviour (Snippe et al., 2017). Since, there are 
cultural belief that individual should behave 
pro-socially because it is socially benefi cial to 
do so (Bülbül (2014). Pro-social behaviour can 
be classifi ed into role-prescribed pro-social 
behaviour and extra-role pro-social behaviour 
(Brief & Motowidlo, 1986, Snippe et al., 2017). 
Examples of role-prescribed pro-social behaviour 
are mentoring a junior staff  member, and co-
operating with a team under instruction (Hazzi & 
Maldaon). Extra-role pro-social behaviour is seen 
as any pro-social behaviour not mandated as a 
job requirement (Brief & Motowidlo, 1986). Pro-
social behaviour represents going beyond specifi ed 
role requirements (Kanten, 2014; Kumar, Jauhari, 
& Singh, 2016), and includes self-development 
in anticipation of more responsibility, as well as 
speaking favourably of the organisation outside 
of the work context (Brief & Motowidlo, 1986).

Th e South African (SA) Construction Industry 
Work Context 
Th e SA construction industry sector is facing 
challenges such as retain skilled employees, lack of 
eff ective retention strategies, and poor leadership 
(CDIB, 2017). Th ese challenges have resulted in a 
loss of organisational legacy and core skills and has 
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incur the high cost of recruiting and training new 
employees (CDIB, 2017). Authentic leadership 
is needed within the SA construction industry: 
leaders who lead with purpose, values, and 
integrity, and who build enduring organisations, 
and motivate employees through increasing self-
awareness, self-regulation and an internalised 
moral perceptive. Authentic leaders could use 
their values to recruit qualifi ed employees who in 
turn, could contribute to productivity or veritable 
performance.

Th e following research questions investigated the 
relationship between these phenomena:

Research question 1: What is the relationship 
between authentic leadership, person-
organisation fi t and pro-social behaviour?

Research question 2: Does person-organisation 
fi t mediate the relationship between authentic 
leadership and pro-social behaviour?

RESEARCH METHOD 
Research approach 
Th is study entailed a quantitative research design, 
exploring the relationship between authentic 
leadership, person-organisation fi t and pro-social 
behaviour. Exploratory Factor Analysis was 
conducted on three instruments to review their 
construct validity (Borsa, Damásio, & Bandeira, 
2012; Mushquash & Bova, 2007). Cronbach’s 
Alpha is reported on the reliability of the 
questionnaires, estimating reliability by utilising 
data from a single test administration (Cho & 
Kim, 2014). Descriptive statistics were employed 
in the exploratory stage, followed by analyses done 
with inferential statistics in a multivariate analysis 
(Collis & Hussey, 2009; Härdle & Simar, 2015). To 
answer research question two Standard Multiple 
Regression Analyses were utilised determining 
the mediating eff ect of person-organisation fi t.

Research Design 
Participants and procedure 
A target sample of 2550 participants from 
the engineering and construction sector 
was selected. Th e survey contained a section 
on demographic information and three 
psychometric questionnaires, namely the 
Authentic Leadership Inventory (Neider & 

Schriesheim, 2011), the Person-Organisation 
Fit Scale (Demir, Demir, & Nield, 2014) and the 
Questionnaire for Pro-social Behaviour (Bülbül, 
2014).  Participants were contacted by electronic 
mail and requested to complete the questionnaire 
on a web-based survey link. Of the target sample 
of 2550 participants, only 300 responses were 
usable. Th e sample consisted of 63.7% (n=191) 
men and 36% (n=108) women, with one case of 
unreported gender. Most respondents (39.5%) 
fell in the age group 26 - 35, followed by the 36 
- 45 age group (25.0%) and the 46 - 55 age group 
(19.6%). Most of the participants held a diploma 
or BTech degree (39.9%), followed by Grade 12 or 
equivalent (34.2%), and an Honours degree (12.1 
%). Most of the respondents had worked with the 
organisation for fewer than fi ve years (61.7%), 
followed by six to ten years (30%). Most of the 
respondents fell into the middle management 
category (31.1%), followed by support staff  
(27.4%), junior management (15.7%) and senior 
management (15.1%). Most of the respondents 
were offi  ce-based (55%), and 38.3% were site-
based, with 6.7% of the respondents alternating 
between site and offi  ce.

Measuring Instruments 
Authentic Leadership Inventory 
Th e Authentic Leadership Inventory 
conceptualised by Neider and Schriesheim 
(2011) consists of 14 items measured on a fi ve-
point Likert-type scale, and measures four 
factors namely: (1) Self-awareness, (2) Relational 
transparency, (3) Internalised moral perspective, 
and (4) Balanced processing. An example 
of Relational transparency item (Neider & 
Schriesheim, 2011, p. 1149) is: “My leader clearly 
states what he/she means.” Coeffi  cient alpha 
scores ranged from .74 to .85. Coeffi  cient alphas 
ranged as follows over three diff erent studies 
conducted on opinions formed on McCain and 
Obama during the 2008 elections: Self-Awareness 
.70–.74; Relational Transparency was recorded 
between .77–.81; Internalised Moral Perspective 
.74–.85; and Balanced Processing from .82–.85 
(Neider & Schriesheim, 2011). Exploratory factor 
analysis in the current study showed items 3 
and 7 cross-loading. Th ese items were removed 
from further analysis. A two-factor solution was 
found compared to the four-factor solution of the 
original study by Neider and Schriesheim (2011). 
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Th ree of the factors from the original study 
combined into one factor; these factors were Self-
awareness, Relational transparency and Balanced 
processing with a Cronbach alpha of .93, which 
was named Self-awareness. Internalised Moral 
Perspective loaded as a second factor, with a 
Cronbach alpha of .83.

Person-Organisation Fit Scale 
Th e Person-Organisation Fit Scale developed by 
Demir et al. (2014) contains fi ve items measured 
on a fi ve-point Likert-type scale ranging from 
1 (strongly disagree) to 5 (strongly agree). Th e 
questions are related to the congruency of an 
individual and his/her worth with the director/s, 
colleagues, the performed job and the off ered 
benefi ts. Th e Cronbach alpha reliability of this one-
factor scale is .91 (Demir et al., 2014). An example 
of an item is: “Th ere is congruence between my 
values and the values of the organisation I work 
for” (Demir et al., 2014, p. 378). Similar to the 
original instrument, Exploratory Factor Analysis 
in the current study showed a one-factor solution 
with a Cronbach alpha of .81.

Questionnaire for Pro-social Organisational 
Behaviour 
TTh e Pro-social Organisational Behaviour scale 
developed by Bülbül (2014) contains 18 items 
measuring three factors, namely Organisation as 
benefi ciary, External benefi ciaries, and Internal 
benefi ciaries, with total Cronbach alpha of .94. 
Examples of these pro-social acts per benefi ciary 
are provided below (Cronbach alphas in brackets): 

1. Organisation as benefi ciary (.90): Compliance 
or any other behaviour to the benefi t of the 
organisation. 

2. External benefi ciary (.89): Extra-role actions, 
such as helping a customer even if it is not 
required as part of the employee’s formal job 
description; and

3. Internal Benefi ciary(.84): Assisting a co-
worker (Bülbül, 2014). 

In a personal communication, the creator of 
the questionnaire, A. Bülbül explained that the 
original instrument was worded in Turkish, and 
the English translation has not been validated (A. 
Bülbül, personal communication, July 14, 2015). 
Th e questionnaire uses a six-point Likert-type 

scale on which respondents to answer according 
to their recollection of their behaviours. Th e scale 
ranges from 1 (never) to 6 (always). Exploratory 
Factor Analysis in the current study indicated 
a four-factor solution. Item 12 cross-loaded on 
Factors 1 and 4, and was therefore removed from 
further analysis. Th e four factors were named 
(Cronbach alphas in brackets): (1) Internal 
benefi ciaries (.82), (2) External benefi ciaries (.89) 
(3) Positive company image (.82) and, (4) Positive 
company support (.76). 

Ethical Considerations 
Ethical clearance was approved by the ethical 
committee of the University of Johannesburg. 
Respondents were contacted via electronic mail 
and requested to complete the questionnaire via 
an on-line web-based survey link. Respondents 
were informed that participation was voluntary, 
anonymous, and confi dential. Th ey were also 
informed that the information would be used 
for research purposes only and that they could 
withdraw from the study at any time, without any 
negative consequences.

Statistical analysis 
Th e statistical analyses for this study were done 
utilising the Statistical Package for Social Sciences 
(SPSS) version 24. First, the Exploratory Factor 
Analysis was done to determine the construct 
validity of the three scales. Exploratory Factor 
Analysis was required because it was necessary to 
establish the portability of the questionnaires to 
a diff erent cultural context or language (Borsa et 
al., 2012; Mushquash & Bova, 2007). Due to the 
non-normal distribution of the data, Spearman’s 
correlation coeffi  cient (two-tailed) was used to 
address the question related to the association 
between authentic leadership, person-organisation 
fi t, and pro-social behaviour. Standard Multiple 
Regression Analysis was done on the respective 
infl uences of the two Authentic leadership 
factors of Self-awareness and Internalised moral 
perspective, with Person-organisation fi t as 
mediator and Pro-social behaviour as predictor 
variable. Correlational inferences (Hayes & 
Preacher, 2014), were used to detect the level 
which the mediator variable (person-organisation 
fi t) accounted for the direct and indirect eff ect 
relationship between the independent variable 
(authentic leadership) and the dependent 
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variables (pro-social behaviour). Th e focus of 
the analyses was therefore on the magnitude of 
direct and indirect eff ects (standardised path 
coeffi  cients) between variables. To establish 
the unique eff ect of the bootstrap confi dence of 
the mediator (person-organisational fi t) on the 
dependent variables (authentic leadership) and 
the independent variable (pro-social behaviour), 
the 95% confi dence bias-corrected percentile 
method was controlled in each mediation model.

RESULTS 
Descriptive and correlations 
Research Question 1: What is the relationship 
between authentic leadership, person-
organisation fi t and pro-social behaviour?

Due to the non-normal distribution of the data 
Spearman’s correlation coeffi  cient (Hauke & 
Kossowski, 2011; Mukaka, 2012) (two-tailed) was 
used to address the fi rst research question (See 
Table 1).

Table 1 indicates that the four factors of Pro-
social behaviour (Internal benefi ciaries, 

External benefi ciaries, Positive company image 
and Positive company support) signifi cantly 
positively correlated with Person-organisational 
fi t and Authentic leadership (Self-awareness and 
Internal moral perspective). Signifi cance varied 
between the 95 and 99 percent level. Th e common 
variance varied from negligible (2.6 percent) to 
moderate (47.6 percent) (Mukaka, 2012).

Person-organisation fi t had a negligible (Mukaka, 
2012) positive common variance with Authentic 
leadership Self awareness (.17); (r = .414 and p 
= .000), and Authentic leadership internalised 
moral perspective (.16) (r = .398; p = .000) and 
Pro-social behaviour (.10) (r = .313 and p = .000). 
Th ere was also a low positive common variance 
between Authentic leadership self-awareness and 
Internalised moral perspective (.47) (r = .686; p 
= .000).

Th ese positive correlations were similar to 
those found in studies conducted by Hannah et 
al., (2011), where Authentic leadership (Self-
awareness and Internal moral perspective) 
positively correlated with Person-organisation 

TABLE 1: SPEARMAN’S CORRELATION COEFFICIENT OF PERSON-ORGANISATION FIT, AUTHENTIC 
LEADERSHIP AND PRO-SOCIAL BEHAVIOUR (N = 300)

Person-
organisation 

fi t

AL_ Self-
Awareness

AL Moral 
Perspective

PSB
Internal

PSB 
External

PSB 
Positive 

Company 
Image

PSB 
Positive 

Company 
Support 

Person-
organisation 
fi t

1.000

AL_ Self-
Awareness

.41***
.000 1.000

AL Moral 
Perspective

.40***
.000

.69***
.000 1.000

PSB
Internal

.31***
.000

.18**
.002

.16**
.005 1.000

PSB External .31***
.000

.18**
.002

.16**
.005 1.000 1.000

PSB Positive 
Company 
Image

.32***
.000

.18**
.002

.16**
.004

.99***
.000

.99***
.000 1.000

PSB Positive 
Company 
Support

.33***
.000

.19***
.001

.17**
.003

.99***
.000

.99***
.000

.99***
.000 1.000

**. Correlation is signifi cant at the 0.01 level (2-tailed)
*** Correlation is signifi cant at the .001 level (2-tailed)
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fi t. Th is serves as confi rmation of the positive 
relationship between authentic leadership, 
person-organisation fi t and pro-social behaviour, 
though the relationships were found to be 
negligible to weak in the current study.

Mediation Regression Analysis 
In answering Research Question 2, Standard 
Multiple Regression Analysis was done on 
the respective infl uence of the two Authentic 
leadership factors of Self-awareness and 
Internalised moral perspective with Person-
organisation fi t as mediator and Pro-social 
behaviour as predictor variable. Th e research 
question will be answered in two sections reported 
in Figures 1 and 2. Figure 1 represents the 
relationship between Authentic leadership, Self-
awareness and Pro-social behaviour as predictor 
with Person-organisation fi t as mediator.

Multiple Regression of Figure 1’s mediation 
of Person-organisation fi t in the Authentic 
leadership prediction of Pro-social behaviour is 
refl ected in Table 2.

Th e results indicated that Self-awareness is a 
signifi cant predictor of Person organisational fi t 
B  =  .42, t   =   2.363, p = .019, and that Person-
organisational fi t is a signifi cant predictor of Pro-
social behaviour (B = .27, t = 4.326, p = .000). 
Self-awareness is no longer a predictor of person-
organisation fi t aft er controlling for mediator 
person-organisation fi t, B  =  .024, t  =  .0.384, 
p = .701, ns. Th is is consistent with a full mediation 
model, in support of Research Question 2.

Figure 2 represents the mediation of person-

organisation fi t in relationship between authentic 
leadership internalised moral perspective and 
pro-social behaviour as dependent variable.

Th e results of the prediction model of Figure 2 is 
reported through Simple Multiple Regression in 
Table 3.

Table 3 indicates that internalised moral 
perspective is a signifi cant predictor of pro-
social behaviour (B = .122, t =2.115, p = .035), 
and Internalised moral perspective signifi cantly 
predicts Person-organisation fi t (B =.360, t 6.657, 
p = .000). Person-organisation fi t is a signifi cant 
predictor of Pro-social behaviour (B =267, 
4.463, p = .000). Th e results indicate that Person-
organisation fi t plays a full mediation role between 
Authentic leadership and Pro-social behaviour (B 
= .026, t = .429, p = .668, ns).

DISCUSSION 
Th e purpose of this study was to investigate the 
infl uence of Persons-Organisational fi t on the 
relationship between authentic leadership and 
pro-social behaviour among employees in the 
South African construction industry. Th e results 
show that person-organisational fi t signifi cantly 
infl uenced the relationship between authentic 
leadership and pro-social behaviour. Th is 
mediation of person-organisational fi t could 
be due to employees perceiving their values 
and beliefs in correspondence with the values 
of the organisation. Th is implies that should 
employees perceive their leaders as trustworthy 
and transparent in information, they will likely 
display pro-social behaviour that is benefi cial to 

FIGURE 1: PROPOSED MODEL – PERSON-ORGANISATION FIT AS A MEDIATOR FOR AUTHENTIC 
LEADERSHIP-SELF-AWARENESS 
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TABLE 2: PREDICTION OF PRO-SOCIAL BEHAVIOUR WITH PERSON-ORGANISATION FIT AS 
MEDIATOR, SELF-AWARENESS (FACTOR 1: AUTHENTIC LEADERSHIP) AS INDEPENDENT VARIABLE (N 

= 299)

Dependent variable R R2 Adjust
R2 F(df) p B 

unst B st t p

Step 1: Path c Self A 
→ PSB .136a 0.018 0.015 5.582

(1;298) .019 0.122 0.136 2.363 .019**

Step 2: Path a Self-A 
→ POF .421a 0.177 0.175 64.206

1;298) .000 0.369 0.421 8.013 0.000***

Step 3: Path b POF 
→ PSB .277a 0.077 0.070 12.316

(2;297) .000 0.272 0.266 4.326 0.000***

Step 4: Path c’ Self-
A→POF→PSB 0.021 0.024 0.384 0.701

Note: *** p < .01, ** p < .05, * p < .10

FIGURE 2: PROPOSED MODEL – PERSON-ORGANISATION FIT AS A MEDIATOR FOR AUTHENTIC 
LEADERSHIP-INTERNALISED MORAL PERSPECTIVE

TABLE 3: PREDICTION OF PRO-SOCIAL BEHAVIOUR WITH PERSON-ORGANISATION FIT AS 
MEDIATOR, INTERNALISED MORAL PERSPECTIVE (FACTOR 2: AUTHENTIC LEADERSHIP) AS 

INDEPENDENT VARIABLE (N = 299)

Prediction R R2 Adjust
R2 F(df) p B 

unst B st t p

Step 1: Path c Moral P 
→ PSB .122a .015 .011 4.473

(1;298) .035** .107 .122 2.115 .035**

Step 2: Path a Moral P 
→ POF .360a .129 .127 44.319

(1;298) .000*** .309 .360 6.657 .000***

Step 3: Path b
POF → PSB .277a .077 .070 12.336 

(2;297) .000*** .273 .267 4.463 .000***

Step 4: Path c’ Self- 
Moral P →POF → PSB .023 .026 .429 .668

Note: * p < .10, ** p < .05, *** p <.10
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the organisation. Th is is an indication that the 
better the person-organisational fi t, the more 
eff ective the infl uence of authentic leadership on 
pro-social behaviour. Th ese results are consistent 
with the argument of Sinar et al. (2015) that 
that pro-social behaviour is dependent of both 
leadership behaviour and person-environment 
correspondence. Supporting this argument Ibarra 
(2015) warns against the oposite:where employees 
experience a misfi t, it could lead to dysfunctional 
attitudes of low morale and ineff ectiveness.

Th is result supports the theory that authentic 
leadership increases person-organisation fi t, and 
in turn, person-organisation fi t increases pro-
social behaviour (Arbour et al., 2014; Cable & 
De Rue, 2002). Th e results suggest that person-
organisation fi t plays a full mediation role in 
the prediction of authentic leadership with pro-
social behaviour as the outcome variable. Th e 
results  confi rms the importance that authentic 
leadersfh ip could provide value-based behaviours 
that are consistent (Zhu, Avolio, Riggio, & Sosik, 
2011). Authentic leadership styles need to be 
aligned with the values of the employees to result in 
pro-social behaviour. Such alignment could lead 
to an increase in employee well-being, morale and 
consequent extended eff orts (Hannah et al., 2011; 
Kanten, 2014). Ultimately an alignment between 
authentic leadership and person-organisation fi t 
could lead to increased performance  (Bandura & 
Kuvusanu, 2018), productivity and organisational 
commitment (Cable & Judge, 1995; Jaconi, 2014; 
Seong, 2016).

Th is result is in line with the assumption that 
authentic leadership could lead to increased 
citizenship behaviour (Walumbwa et al., 2008) 
and enhanced performance levels (Toor & Ofori, 
2008; Walumbwa et al., 2008). Th e fi ndings 
further support the positive outcome of positive 
person‒organisation fi t with pro-social behaviour. 
Th is is in line with the positive infl uence of 
person‒organisation fi t on organisational 
outcomes such as productivity and organisational 
commitment (Cable & Judge, 1995; Demir et al., 
2014). Increased pro-social behaviour within the 
workplace could be benefi cial to both the recipient 
and the individual who is acting in a pro-social 
manner (Bülbül, 2014). Pro-social behaviour can 
also be important to an organisation’s success, as 

the organisations’ interests are promoted (Brief 
& Motowidlo, 1986; Bülbül, 2014). Th is is an 
indication that by leveraging authentic leadership 
and person-organisation fi t within the workplace 
it is possible to increase the positive outcomes of 
pro-social behaviour that employees exhibit.

LIMITATIONS OF THE STUDY AND 
FUTURE RESEARCH 
Th e results of the study are limited to the 
construction industry. Th e non-normal 
distribution of the data could be the result of the 
sample being industry-specifi c or positive self-
rating bias.

Th e signifi cant correlations amongst the variables 
under investigation, indicative of the common 
method bias. Future research should incorporate 
other industries.

Th e mediation analysis of person-organisational 
fi t on the relationship between authentic 
leadership and prosocial behaviour was conducted 
with regressions. Future studies should perhaps 
consider Structural Equation Modelling (AMOS 
or Mplus) due to criticism concerning the use of 
regressions to determine mediating capacity.

IMPLICATIONS FOR MANAGEMENT 
Th e fi ndings of this study confi rm the theory 
that authentic leadership could infl uence person‒
organisation fi t positively and increase pro-social 
behaviour in employees (Arbour et al., 2014; 
Cable & De Rue, 2002; Trmal et al., 2015). It, 
however, emphasises the important mediating 
role that person‒organisation fi t plays in pro-
social organisational behaviour. Due to the benefi t 
of pro-social behaviours by employees, such as 
additional time and energy being invested into the 
organisation’s well-being (Kanten, 2014), some 
suggestions to increase pro-social behaviour are 
discussed below.

It is important for an organisation to clearly 
identify and conceptualise its values, as poor value 
statements could disillusion employees and cause 
a poor person‒organisation fi t (Ruiz-Palomino & 
Martínez-Cañas, 2014). If poor alignment exists in 
person‒organisation fi t, leadership interventions 
could fail. It may be benefi cial to consider the level 
of person‒organisation fi t within an organisation 
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as part of initiating interventions.

Organisations should also ensure that their 
leaders exhibit the organisation’s values, as 
contrary behaviour could lead to lowered 
person‒organisation fi t and, in turn, lower pro-
social behaviour (Hannah et al., 2011). Person‒
organisation fi t can also be increased by ensuring 
fair and ethical procedures are upheld within the 
organisation (Demir et al., 2014). Utilising a high 
value between authentic behaviour leadership 
and employee-organisational congruence could 
lead to increased levels of pro-social behaviour.

It could be benefi cial to adjust recruitment 
practices to include an assessment of potential 
employees on their values and needs, to 
establish if there would be an alignment before 
employment commences. Th is practice could lead 
to an increased level of pro-social behaviour, as 
misalignment will be reduced. An increase in the 
number of employees who hold the same values 
as the organisation may affi  rm the organisational 
culture and value systems (O’Reilly, Chatman & 
Caldwell, 1991).

CONCLUSION 
Th is study supports the notion that person-
organisation fi t mediates the relationship between 
authentic leadership and pro-social behaviour. 
Nurturing such a relationship may promote 
organisational competitiveness, customer 
satisfaction and increased performance. Th e 
fi ndings indicate that one cannot infl uence pro-
social behaviour through leadership practices 
without acknowledging the role that person-
organisation fi t plays. Th e study contributes to 
the current body of knowledge by illuminating 
the mediatory eff ect of person-organisation fi t 
on the relationship between, authentic leadership 
and pro-social behaviour.
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ABSTRACT 
Leaders are expected to contribute to organisational 
eff ectiveness, however in the presence of diverse 
views and politicised contexts, it is a challenge 
to communicate and collaborate openly and 
address pressing issues. Should collaboration 
not take place, organisational eff ectiveness may 
suff er. Leaders oft en have to collaborate and make 
important decisions based on this collaboration; 
oft en in the context of a formal meeting. A 
politicised context – whether in a private or public 
entity – may severely strain decision making. Th e 
purpose of this study is to explore World Café as 
a methodology to enable leaders to collaborate 
and openly communicate during participative 
sessions. Th e context of the study involved a South 
African, public sector leadership collaboration. 
A qualitative research design was employed to 
bridge the chasm by engaging 150 leaders within 
a public service domain to solve real-world 
organisational problems using World Café as 
methodology. It was found that World Café as 
methodology facilitates positive interaction and 
unbiased collaboration between leaders where 
sensitive and oft en politicised issues had to be 
discussed in forums. It also provided leaders the 
opportunity to engage with self-refl ection and 
their role within real-world examples in order 
to provide solutions to pertinent organisational 
problems. Th e kinaesthetic element of rotation 
within the World Café methodology (WCM) re-
energises participants to be more productive in the 
interactive process and furthermore eliminates 
political play, isolationism and exclusion 
when collaboration is needed. A managerial 

implication is that the process of World Café is 
easy to use and enables complex problem solving 
without judgement and prejudice. It also ensures 
that everyone is involved in the problem solving 
process with an active voice that fosters inclusion 
and trust. On a more practical level, the use of 
WCM for the public service, may include the 
training of facilitators, leadership training on 
how to use the principles of world café in the 
workplace and on the development of personal 
and section plans for the transferring of learnings 
from WCM.

Key words: Leader participation, World Café 
methodology, qualitative, problem solving, in-
clusion, trust

INTRODUCTION 
South Africa is experiencing extraordinary change 
and transformation across boundaries of life and 
work (Nkomo & Kriek, 2011) and there are no 
exceptions of these demands within the public 
sector. However, Kellerman and Webster (2001, 
p. 485) found the literature on public leadership 
to be “meager”. Van Wart (2003, p. 223) described 
it as “muted and underdeveloped”, and Trottier, 
Van Wart, and Wang (2008) found that despite 
advances in organisational literature featuring 
sophisticated ideas about leadership, leadership 
work in the public administration sphered was at 
a less mature level.

Leadership demands within a fast-paced, ever 
changing environment include interpersonal 
dynamics, political gamesmanship, team 
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interactions, diversity, leadership challenges, 
motivation, interdepartmental struggles, working 
in silos and struggling for resources (Englehardt 
& Simmons, 2002). Leaders are increasingly 
required to manage change and lead creatively 
(Botha, 2012; Mazdai & Mohammadi, 2012), be 
courageous (Kets de Vries, 2001) and to balance 
contrasting demands while keeping the system 
in equilibrium (Bar-On, 2005b; Reivich & Shatte, 
2002; Russel, 2004; Siebert, 2005; Strumpfer, 
2003). Add to this fear of victimisation and fear of 
potential job loss within a politicised government 
context and it becomes clear that solutions are 
needed to enhance collaborative communication. 
Leaders and managers might understand the 
importance of collaboration, yet still resist 
participation or use non-participation as a form 
of passive resistance.

Leaders have to make decisions in order to ensure 
their organisations are eff ective in these changing 
times. Th is requires of them to communicate 
their views in organisational forums and in 
meetings. However, in the presence of diverse 
views and politicised contexts, as is the case of 
South Africa, especially in the public sector, 
it is a challenge to communicate openly and 
address pressing issues. Existing forums of 
communication and collaborative participation, 
such as meetings, are oft en infl uenced by personal 
or political viewpoints and oft en result in dismay. 
Consequently, employees may have diffi  culties in 
understanding the relevance and importance of 
eff ective and effi  cient collaboration.

Within the public sector, leadership dilemmas 
are exponentially augmented because of political 
appointments, -agendas and -interferences. Th e 
importance of collaborative communication and 
collaborative working and decision making in the 
South African public service seems clear.

It is against these leader requirements that the 
relevance of World Café Methodology (WCM) 
was researched. Th e purpose of this study is to 
explore World Café as a methodology to enable 
leaders to collaborate and openly communicate 
during participative sessions in a politicised 
environment.

PROBLEM INVESTIGATED 
Leaders are challenged by their inability to deal 
with transformational complexities. Leaders 
need collaborative forums that can enable open 
communication without fear in a politicised 
environment. We questioned the ability of 
collaborative processes and approaches to ensure 
integration within the current oft en politicised 
environments with diverse requirements. More 
specifi cally, the researchers question whether 
a more interactive, co-creative methodology, 
such as World Café would be a more successful 
approach for leaders in a diverse, multicultural 
context to not only resolve dilemmas related to 
communication, collaboration and self-refl ection, 
but also towards solving real life problems.

Th e above outline of the research problem led 
to the formulation of the following research 
question: How does WCM contribute to enable 
leaders to practice open-communication, 
unbiased collaboration, participation and self-
refl ection, thereby allowing eff ective and effi  cient 
problem solving?

Th is paper starts with the literature review, 
followed by the empirical investigation as based on 
the conceptual literature framework. Th ereaft er 
the fi ndings and contributions are discussed.

LITERATURE REVIEW 
Organisations, and specifi cally the South African 
Government, need leaders who can set the pace, 
be role models, and be meaningfully capacitated to 
provide effi  cient and eff ective solutions to pertinent 
workplace issues. However, collaboration of 
leaders in forums, where problems and solutions 
are discussed, oft en end in emotional turmoil. 
Diff erent contexts will cause diff erent behaviours 
to form within a team (Verhoeven, 2016). 
Within the public sector (which are supposedly 
democratic environments), individual leaders 
are oft en judged according to whom they affi  liate 
with. Th is result in incapacitating leaders while 
failing to meet their current business challenges.

In exploring a well-rounded solution to 
collaboration and democratic participation by 
leaders in the public sector, the literature will 
review WCM, Batho Pele principles as initiative, 
diversity, in-groups, out-groups and status.
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Co-operative approaches 
Johnson and Johnson (1999) broadly defi ne 
cooperative collaboration against fi ve elements: 
positive interdependence, face-to-face promotive 
interaction, individual and group accountability, 
interpersonal and small-group skills, and group 
processing. Various authors promote the use 
of cooperative learning and collaboration 
structures, highlighting positive interdependence 
and individual accountability (Cohen, 1994; 
Johnson & Johnson, 1999; Kagan, 1985, 1990) and 
group processing (Cohen, 1994). Without these 
elements, the process can be impeded (Ingham, 
Levinger, Graves, & Peckham, 1974; Guerin, 
1999; Latane, Williams, & Harkins, 1979).

In the context of this study cooperative learning 
and collaboration is seen similar to peer learning, 
utilised to build knowledge and skills through 
interaction between people who share similar 
characteristics or status, and where nobody acts as 
a professional teacher of others (Topping, 2005). 
Collaboration, is also eff ective as a method to 
increase motivation through a sense of obligation 
to one another and a strong kinship with peers that 
leads to greater buy-in, motivation, and increased 
achievement (Roseth, Johnson, & Johnson, 2008). 
Properly structured interactions with others 
are an important engine for learning (Wells, 
1999). Th us, collaboration would infl uence the 
likelihood that participants come to share both a 
similar content and a similar organisation of the 
past by aligning their individual representations 
into a shared rendering (Congleton & Rajaram, 
2014). Narrative and sense-making is one possible 
method that can be utilised in order to ensure 
inclusion, peer learning and collaboration.

Narrative and sense-making 
Narrative has long been proposed as a way of 
understanding cognition, memory and identity 
(Bruner, 1986, 1990, 2002, 2004). Herman (2007, 
p. 3) states that narrative is “a basic human 
strategy for coming to terms with time, process 
and change”. Ricoeur’s defi nition of stories 
emphasises the connection between stories and 
change. Although political organisations have 
always been a rich fund of stories and powerful 
visions, storytelling has largely been absent from 
accounts of managerial leadership in public 
administration (Orr & Bennett, 2016).

Narrative theory has drawn distinctions between 
the content and theme of a story (Ricoeur, 1984; 
see Juzwick, 2014; Sarangi, 2008; Th ornborrow, 
2014); thus, the same basic story can be told in 
diff erent forms on diff erent occasions of ‘‘telling’’ 
(Stapleton & Wilson, 2017, p. 60). Recent work 
has placed central emphasis on the situated, 
contextualised nature of storytelling (Bamberg, 
2006; De Fina and Georgakopoulou, 2012), 
thereby highlighting the embeddedness in local 
interactional contexts as well as in broader 
social and cultural structures (Bamberg, 2004; 
Bamberg and Georgakopoulou, 2008; De Fina 
and Georgakopoulou, 2008).

Such contextualised storytelling seems to be a 
fundamental pillar of collaboration. William 
(2016) found the importance of narratives as 
collaboration tool within an organisational 
development context. Research by Tod, et al., 
(2019) established the importance of narrative 
towards service delivery. Th ese authors 
specifi cally established how narrative through 
social scripts, congruence, acceptance and 
empathy underpinned collaboration, inclusion 
and problem solving.

Moore (2014) emphasises the role of public 
administration pursuing public value in relation to 
common good. As per Ospina and Dodge (2005) 
and Ospina (2017) we utilise WCM to engage 
with narrative, as collaborative medium, in public 
administration to achieve a closer connection 
between public leadership and the collective 
dimensions within the stated department in 
order to better deliver services for the common 
good of local communities. Also, to generate 
shared understandings which connects to Weick’s 
(1995) idea of “sense making” by managers and 
leaders—making sense of complexity through 
narrative techniques.

World café as collaborative approach 
According to Jorgenson and Steier (2013, p. 393) 
the World Café has been “categorized as one of 
a new generation of participatory methods that 
attempt to achieve collective change by bringing 
all members or stakeholders of the system 
together in one place, using a highly structured 
process of movement to creative fl exible and 
coevolving networks of conversation”. Th e 
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World Café was developed by Brown and Isaacs 
(Brown & Isaacs, 2005; Brown, Isaacs, & Tan, 
2008; Brown, Isaacs, Margulies, & Warhaft ig, 
1999) as formally developed methodology 
for creative dialogue (Brown & Isaacs, 2005; 
Schieff er, Isaacs, & Gyllenpalm, 2004) which can 
be successfully adapted to the circumstances of 
participants (Fullarton & Palermo, 2008; Hovath, 
2005). Fouché and Light (2010, p. 45) defi ne the 
World Café as “an imaginative methodological 
approach”. Brown and Isaacs (2005) found that 
the rotating round table discussions enabled by 
WCM enriched conversation, generating creative 
ideas and learning together in a more engaging 
and participative way than in traditional 
meetings. Harvesting the notes from the paper 
tablecloths, they noticed emerging patterns in 
their conversations and this generated more ideas.

According to the work of Brown and Isaacs (2005) 
the method has the following seven core design 
principles, namely 1) It must have a clear purpose, 
2) It must be hosted in a hospitable space, 3) It 
must explore questions that matter to participants, 
4) Everybody’s contribution is encouraged and 
valued, 5) It connects diverse viewpoints, 6) 
People listen together for insights and discoveries 
and 7) Participants share collective discoveries.

Using dialogue to facilitate growth and 
development of people is not new. Senge (1990, 
p. 249) suggested that dialogue between groups 
creates a trust leading to deeper understanding 
of diff erent point of view. Such dialogue creates 
a “larger pool of meaning” which is accessible 
to the group. Th is “larger pool of meaning” is 
likely to be more reliable and less dependent on 
particulars of circumstance. Hurley and Brown 
(2006, p. 5) suggests “conversational leadership” 
where leaders see their organisations as a web of 
conversation and facilitate conversations around 
questions that matter, in order to tap into the 
collective intelligence and guide action to the 
fulfi lment of shared goals and eff ect change.

“World Cafe´ approaches are ideally suited to large 
student populations, and feature a conversational 
process that helps groups to engage in 
constructive dialogue around critical questions, 
to build personal relationships, and to foster 
collaborative learning” (Fouché & Light, 2011, 

p. 28). World Cafe´s aim to create environments 
in which participants’ shared activity enables 
positive responses to problems and challenges 
(Aldred, 2011). Geduld and Sathorar (2016) 
indicated the success of a similarly collaborative 
approach towards curriculum changes within a 
South African University context.

Th e context of this study is South African public 
sector leaders. Th e World Cafe´ approach 
was chosen as an open communication and 
collaborative format to research the eff ectiveness 
of this methodology in a public sector context. By 
utilising a cafe´ style setting, where individuals 
sat in small groups and engaged in conversations 
that matter to those involved (Brown & Isaacs, 
2005), the researchers explored the eff ectiveness 
of this methodology towards collaborative 
communication.

Utilising Batho Pele Principles to facilitate 
collaboration and service delivery 
Th e White Paper on Transforming Public 
Service Delivery (Batho Pele White Paper, 
number 1459 of 1997) provided a policy 
framework and implementation strategy for the 
transformation of public service delivery, which 
included collaboration as one aspect through 
which unbiased service delivery to all can be 
accomplished. Th is framework – also called the 
Batho Pele principles (BPPs) – includes principles 
of setting of service standards, of increasing 
access, of ensuring courtesy, of providing more 
and better information, of remedying mistakes 
and redressing failures. Batho Pele can thus be 
viewed as an approach, which places people fi rst 
while guiding towards unbiased service delivery 
(Chellan & Sibiya, 2018).

Numerous complaints prove that the BPPs have 
not been implemented eff ectively (Khoza & Du 
Toit, 2011). Th e researchers found that the success 
of the implementation, or lack thereof, has also 
not been studied during the ten years since the 
introduction of BPPs. Th eir study indicated that 
none of the above BPPs included in the research 
was implemented eff ectively and found the 
shortfalls related to the following, 1) ineffi  cient 
management, 2) ineffi  cient unit management and 
3) general public’s lack of knowledge about their 
rights in the system (Khoza & Du Toit, 2011). 
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It seems as if the collaborative power of BPPs 
in order to provide unbiased service delivery 
remains largely unused. Th erefore, theoretically, 
if the WCM could enable successful collaborative 
communication, the principles of Batho Pele 
might fi nd more eff ective and effi  cient expression 
within the public service.

Diversity amongst leaders 
Due to its multi-layered diversity, South Africa 
is fondly called the rainbow nation. Diversity 
can potentially drive higher performance and 
creativity (Zhang & Hou, 2012). Conversely, a 
sense of heterogeneity can be a cause of confl ict 
which can diminish organisational performance 
(Tajfel, 2010), as does the eff ect of positive or 
negative attitudes of organisational members in 
accepting diversity (Lauring & Selmer, 2013).

Team diversity refers to the level of heterogeneity 
of team members’ attributes. Jackson, May, and 
Whitney (1995) divided diversity into apparent 
attributes (gender, age, and race) and hidden 
attributes (values, attitudes, and perspectives). 
Pelled (1996) classifi ed diversity into visibility- and 
task-related connectedness, and argued that high 
task relatedness (e.g. team member’s functional 
and educational backgrounds) produces strong 
task-relatedness performance, whereas attributes 
with high visibility and low task relatedness (e.g. 
gender, age, and race) would yield results that are 
more complex in their predictability. Th e social 
identity and self-categorisation perspective, 
states that homogeneity of surface-level diversity 
(e.g. race, gender, and age) connects individuals 
psychologically while creating a sense of 
community (Hogg & Terry, 2000).

Duguid, Loyd, and Tolbert (2012) posited 
that an evaluator’s low status and limited 
representation in the organisation may create 
value threat in high-prestige work groups. Th ey 
identify collective threat, competitive threat, and 
favouritism threat as three forms of value threat. 
Collective threat, the concern that a similar other 
will confi rm a negative stereotype about the 
shared social category, refl ecting poorly on the 
evaluator (Cohen & Garcia, 2005, p. 566), and 
competitive threat, the concern that the similar 
other will outperform the evaluator and make the 
evaluator look bad, have been empirically shown 

to lower women’s preferences for other women as 
work group peers (Duguid, 2011).

Given South Africa’s multi-layered diversity, trust 
and distrust as well as in and out groups could 
potentially infl uence collaboration. Th erefore, 
the literature related to trust and distrust follows. 
Th ereaft er, literature on ingroups, outgroups and 
status follows.

Trust and Distrust 
Trust plays a signifi cant role in establishing a 
smooth relationship between leader and followers. 
Trust can be defi ned as the willingness of one 
party to accept the vulnerability of the other with 
the expectation that the person will work for 
their best concern (Mayer, Davis & Schoorman, 
1995). Modern development in literature on trust 
introduced character based or cognitive trust 
and relationship based or aff ective trust (Wang, 
Tomlinson & Noe, 2010; Yang, Mossholder & 
Peng, 2009; Zhu, Newman, Miao & Hooke, 2013).

Cognitive trust is defi ned as a rational assessment 
of a leader’s characteristics, such as integrity, 
competence, credibility, and reliability. Cognitive 
trust promotes confi dence in followers about a 
leader’s actions and reduces uncertainty that is 
associated with a leader’s actions (Colquitt, et 
al., 2012; Dirks & Ferrin, 2002). Aff ective trust is 
defi ned as the emotional attachment of a employee 
with the leader by showing true concern and care 
through a reciprocal social exchange process. 
When employees feel that they are treated well by 
a leader then they feel an obligation to reciprocate 
in the form of organisational citizenship 
behaviour (Organ, Podsakoff  & MacKenzie, 2006; 
Somech, 2010).

Distrust entails “confi dent negative expectations 
regarding another’s conduct” (Lewicki, McAllister, 
& Blies, 1998, p. 439). Th is is not simply the 
opposite of trust, rather distrust is characterised 
by fear, scepticism, cynicism, wariness/
watchfulness and vigilance toward another. Th ese 
suspicious tendencies can be triggered when your 
expectations have been violated (Kramer, 1999). 
In contrast, trust is characterised by hope, faith, 
confi dence, passivity, and hesitance (Lewicki, 
McAllister, & Blies, 1998). Schrooman, Mayer, 
and Davis (2007) argue that trust and distrust do 
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not exist simultaneously, but are opposite ends of 
a continuum.

Lewiki and colleagues (1998) propose a model 
in which both trust and distrust can exist 
simultaneously. Within the framework of 
Schrooman et al. (2007), trust is outlined as 
domain specifi c, meaning while you may trust 
an individual’s competence you may distrust 
their intent. However, these authors argue that 
these varying domains do not delineate trust 
and distrust as separate constructs (Schrooman 
et al., 2007). Although a theoretical framework 
in which both trust and distrust exist as separate 
constructs exists (Lewiki, McAllister, & Biew, 
1998), there has yet to be any empirical evidence 
that supports that concept of distrust being 
conceptually distinct from trust (Schrooman, 
Mayer, & Davis, 2007). Teams that do not trust 
one another may have higher cycle times, 
increased costs, and impact product quality 
(Bandow, 2001). In addition to building aff ective 
and cognitive trust, Kwon and Nicolaides (2017) 
suggest collaboration as a method that generates 
and sustains existential shift s for individual and 
organisational transformation through ongoing 
single-, double-, and tripe-loop learning.

Collaboration 
“Collaboration” and “team” are commonly used 
interchangeably relating to teamwork and team 
processes (e.g. Gibbon, 1999; Wilson, et al., 
2005). However, Freeth’s (2001) interpretation 
of collaboration acknowledges the complexity, 
diverse agendas, organisational structures 
and infl uences, interpersonal challenges, and 
changing team members. Humans are social 
beings. As early as 1950, Newcomb stated that 
almost all problems must be met by coming to 
terms with other people. Cooperation has direct 
and indirect benefi ts as well as reciprocity. If I 
help you, you are likely to help me in the future 
(direct reciprocity), or if I help you, I will develop 
a reputation of being helpful and thus more likely 
to receive help from others in the future (indirect 
reciprocity) (Nowak, 2006; Rand & Nowak, 2013).

Tension between proponents of control versus 
collaborative approaches are perhaps inevitable 
as these approaches promote alternative “models 
of man” (Davis et al., 1997). Th eir fundamental 

assumptions exposes varied and interwoven 
aspects of human tendencies, motivation, 
and management-owner relations. Control 
accentuates the challenges of individualism 
and the value of extrinsic motivation (Jensen 
& Meckling, 1976). In contrast, a collaborative 
approach, stresses managers’ tendencies to be 
collectively oriented and intrinsically motivated. 
As stewards, managers may identify with the 
organisation and internalise its mission. Hence, 
they may be trusted to “behave in ways that are 
consistent with organisational objectives” (Davis 
et al., 1997, p. 25).

Ely and Th omas (2001) noted the infl uence of 
diversity and considered that team diversity 
could serve as the source of collaboration. Choi, 
Deek and Im (2009) found that team colleagues 
with diff erent attributes are easily categorised as 
an out-group. Colleagues of similar age or sex 
are labelled as an in-group. It is very likely that 
an active form of team-learning behaviour is not 
observed with an out-group, possibly because 
of the assumption that people in the out-group 
lack capacity, are untrustworthy, and are less 
cooperative than are members of the in-group 
(Choi, Deek & Im, 2009).

In-groups, out-groups and status 
Part of individual identity is derived from the 
knowledge that the individual is a member of 
diff erent social categories or groups (Tajfel, 1982; 
Tajfel & Turner, 1986) that may be based on factors 
such as political affi  liation, gender, nationality, 
or marital status. Th ose individuals perceived as 
sharing the same social identity are categorised as 
“in-group” members, and those not sharing that 
social identity as “outgroup” members. In-group 
favouritism is a way for individuals to gain self-
esteem by positively diff erentiating their in-group 
from a relevant outgroup (Tajfel & Turner, 1986).

Status is the diff erential respect or value placed 
on one group relative to another (Anderson, 
Srivastava, Beer, Spataro, & Chatman, 2006; 
Ridgeway & Walker, 1995). In general, the group 
that is higher in status receives more benefi ts, 
such as power and infl uence, relative to the 
lower status group (Hughes, 1945; Ridgeway, 
2001; Ridgeway & Walker, 1995). Categorical 
distinctions between groups may be based 
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on ascribed characteristics (those over which 
there is almost no control, such as race, age, or 
gender) or on achieved characteristics (those over 
which individuals have more control, such as 
educational accomplishment or job performance) 
(Deephouse, 1998). Status has implications for 
how one is viewed by others, as status is associated 
with diff erential expectations of competence 
(Berger, Cohen, & Zelditch, 1972). Members of 
high-status groups are seen as more competent. 
Status is likely to aff ect the extent to which an 
individual reacts to favouritism threat (Loyd & 
Amoroso, 2018).

Concluding why World Café as Methodology for 
collaborative leader participation 
WCM has been applied in various contexts. 
Recent research applied WCM to communicate 
psychosocial wellbeing (Giebel, et al., 2019), 
to enhance patrol team management through 
stakeholder discussions (Horng, et al., 2017) and 
to build community support (Johnson, et al., 
2018). However, there does not seem to be any 
literature referring to the utilisation of WCM in 
South African public service.

WCM encourages joint refl ection and problem 
solving through participation and inclusion 
and thus seemed the appropriate research 
methodology. Given the politicised context 
within which this research was conducted, WCM 
seemed appropriate as the use of a less formal, 
café style atmosphere is more likely to encourage 
marginalised voices to speak out and contribute 
(Beebeejaun, Durose, Rees, Richardson, & 
Richardson, 2014; Ritch & Brennan, 2010). 
World café is a participatory research approach 
that has previously been successfully used in 
engaging diverse groups (e.g. Aldred, 2011; Emlet 
& Moceri, 2011; Fouché & Light, 2011) and been 
adapted to various circumstances (Fullarton & 
Palermo, 2008; Hovath, 2005).

Given diversity, in-groups and out-groups, status 
and distinctiveness, it seems that co-operative 
approaches–which encourages inclusion 
as all members participate, will contribute 
towards establishing collaborative unbiased 
environments–especially for public service 
leaders to be more effi  cient and eff ective. Healthy 
collaboration through a WCM may facilitate 

sense-making through dialogue, create trust and 
a deeper understanding of complexities as well as 
expanding status among peers.

RESEARCH METHODOLOGY 
Research design, strategy and method 
Th is research was exploratory and qualitative in 
nature. WCM was used as part of fi ve 2 ½ day 
participative and interactive leadership sessions. 
Th e fi ve leadership sessions, led between August 
2017 and October 2018, were positioned as 
workshops to enable wide participation, inclusion 
and experiential learning. Senior and middle 
managers participated in the initiative which 
was driven by top management in an attempt to 
improve organisational effi  ciencies.

All sessions were held off -site. Central venues were 
chosen and participants were removed from their 
normal working situations in order to ensure full 
participation. Th e methodology was facilitated 
through an informal series of conversations 
around a set of predetermined issues as defi ned by 
the researchers (Aldred, 2011). Two researchers 
facilitated the sessions. Five workgroups (with 
8-10 participants) were created for each of 
the fi ve sessions held. Five critical leadership 
challenges in the public sector were identifi ed as 
topics for collaborative discussions using WCM. 
Participants at each of the fi ve tables elected a host 
from amongst themselves and received one topic 
to be discussed at each café table. Th e elected host 
remained at his/her table and was responsible 
for capturing and compilation of data. Th rough 
the negotiations to facilitate these sessions, key 
diffi  culties that that organisation experienced 
were highlighted. Given these diffi  culties, the 
following topics were discussed: Queen Bee 
Syndrome, Emotions and Emotional Intelligence 
in the workplace, Bullying, Power abuse and 
Ethical behaviour.

Participants 
All executive, senior and middle managers from 
within the organisation were selected to attend 
the 2 ½ day leadership sessions to solve critical 
real world leadership challenges in the workplace. 
Participants held executive manager positions 
within the public sector, South Africa. All 
participants, 40 to 44 in each of the fi ve sessions, 
held English language skills which allowed them 
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to suffi  ciently join in a group conversation. All 
(150) participants accepted the invitation to 
attend the World Café session on the topics as 
mentioned above. Participants in the fi rst three 
sessions were all female. Session four and fi ve 
included males and females.

Data collection: World Café Process followed 
Th e data collection process was based on the 
World Café’s seven integrated principles (Brown 
and Isaacs, 2005) as mentioned in the literature. 
Th e fi ve café round table groups were informed of 
the process and each group drew one of the topics 
from a hat. Th ey were asked to discuss the topics at 
the table, with marker pens and a paper tablecloth 
available for recording their conversations. Each 
table’s host/hostess noted down the conversation 
points for all to see and comment on.

Round 1 of the conversation was followed by 
Round 2, Round 3, Round 4 and Round 5, in 
which the selected table host remained at their 
original table and members synchronically 
moved to continue another topical conversation 
at the next table. Timing permitted one round 
of the conversation per topic. At the end of the 
entire process, each host/hostess gave feedback 
to the big group. Subsequent to this feedback 
all participants had a fi nal opportunity to add 
any comments, suggestions or queries. Th e 
researchers co-facilitated the café and had moved 
around the room where individual words were 
given and discussed as well as observations were 
made about the level and ease of engagement of 
participants with diffi  cult issues. As a result, the 
researchers generally understood the context. Th e 
Appendix gives a summary of synthesised table 
cloth responses for each question. Anonymity of 
responses was ensured.

Data analysis 
Data were analysed from the large sheets of 
paper (tablecloths as transcripts) that were 
placed on each table and observation notes of 
the facilitators. Th e “tablecloths” pinned the key 
emerging issues as documented later in this article. 
Given that the participants knew little about the 
theoretical underpinnings of the fi ve topics under 
discussion, the researchers utilised qualitative 
content analysis to identify motivators, issues and 
challenges. Observer notes of facilitators were 

compared, work sheets from the various tables 
and contents were analysed to show if the WCM 
is an approach that can be used with success in 
a politicised environment to address sensitive 
issues.

FINDINGS 
Th e shared narrative through collaboration 
Using WCM, the researchers examined the 
articulation of shared stories by leaders in the 
public sector. As organisational managers shared 
their collective accounts of the organisation, the 
political context, wellbeing and stress within this 
highly charged environment, it was observed how 
participants drew on a shared representation of 
events as described by Wertsch (2008a, 2008b). 
Participants utilised narrative, and diff erent 
actors and event sequences as well as relationships 
were articulated as a way of making sense within 
the politicised organisational context. Further, 
that WCM off ered a pragmatic platform which 
allowed every individual an opportunity to share 
and relate with others.

Discussions around Queen Bee started a little 
slowly with participants making bee-like noises 
and covering their eyes and their faces. However, 
once participants understood the nature of this 
topic they observed “I’m a Queen Bee” or “She 
is a Queen Bee”. Realising that there was quite 
a negative implication related to this topic they 
broke out in laughter, saying that they never knew 
about this and that they did not realise how this 
type of behaviour manifested.

With the discussions on emotions in the 
workplace all participants agreed that emotions 
in the workplace was taboo. However, they also 
acknowledged that much energy was wasted on 
displaying a mask of non-emotion or un-emotion. 
Many of the participants acknowledged that 
they felt uncomfortable when their employees 
displayed emotion and that they were oft en 
guilty of not allowing emotions in the workplace. 
Th rough discussions at this table, participants 
were able to see the value of emotions and 
how they could better interact with their own 
emotions and the emotions of their employees. 
Participants refl ect that it was perhaps extreme to 
disregard emotions, and that there were healthier 
ways to manage (their own and their employee’s) 
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emotions.

When bullying was discussed participants did not 
realise the extent to which they were bullying each 
other and the extent to which they were bullied 
by their managers. One group acknowledged that 
they bullied the facilitators. Some participants 
acknowledge that time spent on their cell phones 
during a meeting or training session could also 
be perceived as bullying. Participants realised 
(mostly for the fi rst time) that spending time on 
their phone while in meetings could be perceived 
as rude and ignorant.

Discussing ethics was particularly diffi  cult and 
close to everybody’s heart. All participants realised 
that the lines between ethical and unethical 
organisational behaviour have become very 
blurred and that this aff ected everybody in the 
organisation. Participants acknowledge towards 
each other situations in which they were behaving 
unethically and recognised the dilemmas that they 
created as a result of such unethical behaviour. 
Th ey freely discussed the implications of political 
favours and how giving and receiving favours 
was limiting one’s choices. Although participants 
shared freely, they expressed hesitation in how to 
take this issue back to the organisation, given the 
potential negative implications for those higher 
up in the organisation.

Discussions around power made it clear that 
participants are not aware of the subtle diff erences 
between authority, power, infl uence and control. 
Most of the participants did not realise how 
one obtained these diff erent types of power. 
In discussing power, participants recognised 
the impact of infl uence on others as well as the 
impact of powerful people without authority. 
Participants also recognised the impact of people 
with authority, but who are unable to exert their 
power. Participants loudly discussed infl uence 
and control, realising that even with power and 
infl uence leaders still struggled to get people 
to do what they asked. Participants realised the 
diff erent types of power and how they themselves 
use such power – either in their positional capacity 
or through affi  liation with powerful individuals. 
Everybody agreed that power could be dangerous 
if not handled with care. Again, participants 
recognise how their own use of power impacted 

on others around them.

Upon completion of the process, the facilitators 
asked the following questions: Did you fi nd WCM 
a useful process? Could you participate easily?

All participants agreed that the process was 
useful, that it assisted with their participation 
and allowed them a space and opportunity to 
speak around these topics. Many participants 
acknowledged that they had not previously 
refl ected on these topics. All participants 
agreed that WCM as a process facilitated open 
communication despite the emotional content 
of the topics. WCM open communication, was 
described as communication without emotional 
take-overs, outbursts or holding participants 
hostage for their opinions.

Working through the verbatim responses received 
during the WC conversations, fi ve themes 
emerged namely, 1) sharing and participation, 2) 
introspection and self-refl ection, 3) productive 
working method, 4) learning and action and 
5) ethical awareness. Each of these themes are 
discussed.

1. Sharing and participation 
All the participants agreed that the WC, for 
example, that it “was a useful process. We could 
all participate”. Participants indicated that the 
process allowed for an equal sharing of ideas. One 
participant said: “Yes, we all managed to share 
our ideas.” Also, “we all participated and gained 
a shared understanding”, which signifi es how 
the process allowed for the unfolding of shared 
understanding and involvement.

2. Introspection and self-refl ection
Many of the participants confessed that they did 
not have time for introspection or self-refl ection. 
Th ey admitted that many things happen at work 
and at home from day to day, but that life had 
become so busy that there was never time to stop 
and think about events.

One participants said “I could do introspection” 
which could lead to improved self-knowledge 
and a more realistic view of the self. Another 
participant said the WC process allowed an 
“understanding of the impact of my own 
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behaviour” on other and on my team members. 
Th e participant continued to state that “…you 
end up knowing how other people see you”.

Another participant said the following: “I realised 
how I see myself is not how others see me”. In 
response, another participant stated that “we have 
to be more careful in how we treat each other”. 
Th e person also said that “we don’t always look 
at the many aspects of e.g. power and to have the 
time for introspection to realise how negatively 
we use our power”. Th is process “made all of us 
refl ect on ourselves”.

Some participants went further and acknowledged 
that “I am a bully”. “I am a queen bee”.

3. Productive working method
Participants indicated that they enjoyed the 
process. Th ey indicated that especially the 
physical activity of moving around aft er each 
topic allowed a few moments of gathering and 
recharging which gave them energy and impetus 
before addressing the topic at the next table. Th ey 
stated, “Th is is a very good way to work through 
many topics”, and that it “was a useful process. We 
could all participate”.

One participant said: “I’ve learned a lot. And I will 
do something about it”. Another participant said 
the process was very useful by indicating that she 
was “…surprised at some behaviour, not knowing 
its bullying”.

4. Learning and action
All the participants indicated that the WC was a 
very useful methodology to optimise learning, to 
allow for the easy clarifi cation and identifying of 
concepts, to understand concepts and relate these 
concepts to real work and real world examples. 
Many participants acknowledged that they did 
not understand many of these concepts prior to 
the WC process. Further, that the WC process 
allowed learning in a safe and hands-on manner. 
One participants stated: “Th is is a very good 
process that kept us involved to learn with real 
examples and scenarios”.

5. Ethical awareness
All the participants were surprised by the ethical 

content discussed. All participants acknowledged 
that ethical behaviour was a very grey area 
and that the conversations allowed for them 
to understand “the impact of own behaviour” 
on other individuals and teams within the 
organisation.

Participants also admitted the impact of favours 
and returning of favours, given the politicised 
environment of their organisation. It was stated: 
“We forget about ethics. Th is process allowed 
us to see the impact of unethical behaviour”. 
One participant stated: “We owe people favours 
and then we bypass processes to return favours”. 
Many participants indicated that the exchange of 
favours made life at work very diffi  cult.

DISCUSSION 
Th e fi ndings indicate that the research question 
was answered in the affi  rmative, as the WCM 
enables leaders to practice open-communication, 
unbiased collaboration, participation and self-
refl ection, thereby allowing eff ective and effi  cient 
problem solving. Secondly, the fi ndings indicate 
that depth with which the topics addressed would 
not have been possible if the WCM was not 
used. Even though women was not necessarily 
a minority within this organisation, they were 
key players and aff ected by and responsible for 
bullying and existence of the queen bee syndrome. 
As these women were key players who held status 
and senior positions within the organisation, 
they unknowingly made themselves guilty of 
establishing a culture of bullying and promoting 
queen bees.

Th e research indicated that collaboration 
(through cooperative/peer learning) fosters 
positive interdependence, face-to-face promotive 
interaction, individual and group accountability, 
interpersonal and small-group skills, and group 
processing (Johnson and Johnson, 1999). Further, 
that the process provides an environment in which 
participants can refl ect upon their newly acquired 
knowledge, process what they are learning by 
talking with and actively listening to their peers, 
and develop a common understanding about 
various topics. As participants talked through the 
material, they arrived at a deeper understanding 
(Bandura, 2000).
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It also became clear that sense-making is enhanced 
through participation in shared narrative. Th is 
process allowed the relational nature of leadership 
to emerge through the co-creation of meaning 
through interconnected relationships within a 
shared organisational context (Fairhurst & Uhl-
Bien, 2012). Th e shared stories that emerged 
allowed for shared meaning and sense making of 
complexity and change (Sternberg, 2008). As these 
shared stories emerged and participants refl ected 
on their own behaviour and the impact thereof, 
a realisation surfaced which allowed participants 
to recognise that they were impacting service 
delivery within the greater community (Ospina & 
Dodge, 2005; Ospina, 2017).

Th e research also indicated that the WCM process 
facilitates collective change (Jorgenson & Steier, 
2013). As the core design principles (Brown & 
Isaacs, 2005) were followed, creative dialogue 
was encouraged and fostered. Despite the large 
audience, positive responses to problems and 
challenges emerged (Aldred, 2011) through the 
facilitation of smaller group conversations within 
a café type setting (Brown & Isaacs, 2005).

Lastly, this process of collaboration allowed for 
triple loop learning (Bateson, 1973). Learning 
occurred at the level of the individual, the group 
and the larger organisation. An additional benefi t 
was that the sharing of common challenges and 
the realisation of a common context, allowing 
participants to draw upon their collective 
strengths in a more productive manner.

MANAGERIAL IMPLICATIONS 
Within a system that values control and power, 
realising and recognising the need for a diff erent 
approach can be challenging. Th e need for 
collaboration, co-operation, narrative and 
sense-making may seem paradoxical. However, 
managers and leaders that allow collaboration will 
harvest stewardship, cooperation, goal alignment, 
trust and service. Conversely, managers who 
continue to manage from a place of pure control, 
will harvest opportunism, goal confl ict, distrust 
and even self-servicing behaviour. It seems that 
leaders and managers who subscribe to Batho Pele 
principles need to re-evaluate the importance of 
collaboration as one method to tackle the many 
complexities experienced in public service.

Th e WCM provides a practical process through 
which leaders and managers can begin to create 
trust – both cognitive and aff ective – and erode 
distrust. Leaders and managers who show and 
allow vulnerability, provide opportunity for 
decision making and problem solving will, 
over time, develop cognitive trust among 
subordinates. When leaders and managers harness 
collaboration, employees will feel important and 
reciprocate through stewardship behaviour.

Within a politicised environment, it becomes 
easy for managers and leaders to feel isolated and 
lose their purpose. Th e WCM equally distributes 
resources, encourages discussion, emphasises 
the importance of everybody’s contribution, 
assists with acquiring eff ective group skills such 
as communication, decision-making and confl ict 
resolution and provides a structure for eff ective 
functioning. All of these elements contribute 
towards trust, inclusion and shared purpose.

A further managerial implication is that the process 
of World Café off ers positive interdependence, 
individual refl ection and accountability and 
develops a common understanding about 
various organisational and managerial topics. 
As managers and leaders discuss topics, they 
co-create meaning while arriving at a deeper 
understanding. Such shared meaning becomes 
important cornerstones through which leaders 
can navigate complexity and change.

Th rough collaboration, the WCM off ers 
management an enabler to solve problems 
without judgement and prejudice. It also ensures 
that everyone in the decision-making process has 
an active voice. Such collaborated dialogue fosters 
inclusion, trust and joint sense-making.

On a more practical level, the use of WCM for 
the public service, may include the training of 
facilitators, leadership training on how to use the 
principles of world café in the workplace and on 
the development of personal and section plans for 
the transferring of learnings from WCM. WCM 
can be utilised for the learning of management 
principles as well as for the establishment of 
action plans related to Batho Pele in each specifi c 
public service domain.
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LIMITATIONS OF THE STUDY 
Capturing all the data during the WCM sessions 
was diffi  cult and having to observe fi ve groups 
simultaneously was also a challenge and as such 
some information regarding the experiences of 
participants in using the WCM might have been 
lost.

CONCLUSIONS 
It is incumbent on the South African Government 
to ensure that Senior Public Service Managers 
as leaders, pace-setters and role models, be 
meaningfully capacitated to perform in an optimal 
and competent manner. Th is paper confi rmed 
the importance of World Café as a methodology 
to facilitate such capacitation. Further, that 
World Café as methodology may enable and 
expedite leader involvement and collaboration 
in a politicised environment, i.e. opening up 
unbiased communication, self-refl ection, and 
positive contribution towards solving real-world 
problems. It was found that WCM facilitates 
positive interaction and unbiased collaboration 
between leaders where sensitive and oft en 
politicised issues had to be discussed. It also assists 
leaders to self-refl ect on the role they play in real-
world organisational issues and encourage them 
to provide solutions to pertinent organisational 
problems. A further study on WCM and building 
trust within cross-cultural teams is proposed.
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ABSTRACT 
Organisational change in the form of technological 
projects is common in organisations. In many 
organisations, it is evident that the human resource 
(HR) function oft en fails to facilitate behavioural 
change in the change processes. Change within a 
technological domain, is even more challenging, 
as technology is not just a system initiative, but 
a complex and intertwined process by itself. Th e 
study explored technological change in a global 
automotive manufacturer in South Africa, and 
the consequences of not realising the importance 
of human resource management (HRM). A 
case study research design and qualitative 
research approach was applied. Th e case context 
was the implementation of a new, large-scale 
technological intervention. Purposive sampling 
was conducted across aff ected production shops. 
Semi-structured interviews continued over time. 
It was found that lower-level employees were 
resistant to a mechanistic project approach, and 
that the HR function applied an incorrect change 
management approach. Human niche theory 
indicated an incongruent overlay of thinking 
and coping, which increases stress, fear, anxiety, 
and increases resistance. Th is paper proposes a 
mediatory, facilitating, and reconciliatory HR 
role and provides evidence that mechanistic 
project approaches that fail to integrate a more 
humanistic element into the technological project 
structure are at greater risk of failing.

Key words: change management, humanistic, 
human resource practitioners, people, technol-
ogy projects 

INTRODUCTION 
Constant change is the new reality for most 
organisations, especially in the fi eld of 
technology. Musungwini and Mondo (2019) 
confi rm a lack of change management skills 
and knowledge amongst information systems 
professionals. French and Delahaye (1996) 
argue that an organisation’s ability to adapt to 
change is critical for eff ectiveness. Th e change 
management literature abounds with models 
and ideas, but change remains largely fruitless 
(Todnem-By, 2005; Beer & Nohria, 2000; Meaney 
& Pung, 2008). Although Hornstein (2018) states 
the importance of project management and 
change management, in large-scale technological 
changes projects, the methodology of projects in 
controlled environments (PRINCE) is oft en used 
as the project management method of choice. 
PRINCE is a process-driven project management 
methodology based on seven principles: 1) 
continued business justifi cation, 2) learn from 
experience, 3) defi ned roles and responsibilities, 
4) manage by stages, 5) manage by exception, 
6) focus on products, and 7) tailored to suit the 
project environment.

According to Smollan, Matheny, and Sayers 
(2010), further research is needed to understand 
people who have emotional experiences during 
change. Musungwini and Mondo (2019) found 
most challenges to the success of technology 
implementation relates to human or behavioural 
factors. Various authors reiterate the necessity to 
design a valid framework for change management 
(Todnem-By, 2005; Burnes, 2004; Hallencreutz & 
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Turner, 2011; Lattuch & Young, 2010). A main 
aspect of human nature is that people have an 
inherent need for predictability and order. Major 
organisational changes may be experienced in 
ways that contradict this basic need and deplete 
employees’ adaptive resources (Hogan, 2007). 
Corbitt (2005) found that the overwhelming eff ect 
of stress on employees can be devastating to them, 
and the subsequent cost to the organisation is 
enormous. According to Dahl (2009), employees 
are signifi cantly more likely to resort to stress-
related medication in organisations where they 
experience frequent and vast change.

It could then be argued that organisations do not 
learn from experience (PRINCE Step 2), as hard 
projects, such as technological system change, 
generally do not encompass an understanding 
of the emotional experiences of people during 
change. Further, change management is seen 
as inferior and a ‘soft  side’ to the project, and 
therefore does not occupy its rightful place as an 
integral part of the project (Du Plessis, 2014).

Th e purpose of this paper is to present a case 
study describing technological change in a global 
automotive manufacturer in South Africa and the 
consequences of not realising the importance of 
people, human resource management (HRM) 
and the utilisation of human niche theory as 
enabler in managing change behaviour within a 
technological domain. Th e paper will present the 
research problem and literature in support of the 
problem. Th ereaft er, the research methodology 
of a case study will be discussed, followed by the 
fi ndings, discussion, and conclusion.

PROBLEM INVESTIGATED 
In technology, a project approach is oft en the 
change methodology with which organisations’ 
leaders feel most comfortable in dealing with the 
pressures of change to signifi cantly modify the 
organisation. However, technological changes 
oft en fail or are less successful than anticipated. 
Th is raises the question of whether particular 
approaches to managing technological change 
in organisations could ensure sustainable human 
behavioural change in support of such changes.

Technological, economic, and social changes 
are causing organisations to depend heavily on 

people to accomplish their objectives (Tichy, 
Fombrun, & DeVanna, 1982). Phenomena such as 
globalisation, deregulation, changing customer- 
and investor demands, and increased product‒
market completion has become the norm for 
organisations. In order to compete, organisations 
must continually improve performance by 
reducing costs, innovating products and processes, 
and improving quality (Becker & Gerhart, 1996). 
Within such a changing landscape, HRM can no 
longer be viewed as a cost to be minimised and 
just a source of potential effi  ciency gains. HRM 
must be viewed as a strategic lever that can have 
signifi cant eff ects on a fi rm’s bottom line because 
it directly contributes to the implementation 
of the operating and strategic objectives of 
organisations (Becker & Gerhart, 1996).

According to the resource-based view (e.g., 
Barney, 1986; 1991; 1995), organisations can 
develop sustained competitive advantage only by 
creating value in a way that is rare and diffi  cult 
for competitors to imitate. If this is so, HRM 
strategies may be an especially important source 
of sustained competitive advantage (Lado & 
Wilson, 1994; Pfeff er, 1994; Wright & McMahan, 
1992). However, it remains diffi  cult to imitate 
HRM strategies that are deeply embedded in the 
organisation. Th ese diffi  culties primarily relate to 
causal ambiguity and path dependency (Barney, 
1991; Collis & Montgomery, 1995).

It seems fair to accept that HRM decisions 
infl uence organisational performance. Becker 
and Gerhart (1996) concluded that viewing the 
HR function as a strategic role player draws 
heavily on psychology, economics, fi nance, and 
strategy, thereby implying a multidisciplinary 
interest. Becker and Gerhart, as early as 1996, 
stated that, with the emergence of a strategic role 
for the HR function, the function and, indeed, the 
traditional discipline of HRM are at a crossroads. 
If HR function managers ignore this opportunity, 
the HR function will be left  with the traditional 
actions of transaction and compliance, being 
forced to justify itself on a cost basis, and will, in 
many cases, be outsourced (Brenner, 1996; Csoka, 
1995).

Technological change in the form of technical 
projects are a common sight in South African 
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organisations. Th e human factor is oft en 
neglected in this change, as the focus is on system 
change and not integrated change with requisite 
behavioural outcomes. However, it is evident 
in many organisations that the HR function, 
whether on strategic or operation level, oft en fails 
to facilitate integrated change processes. When 
the change is within a technological domain, it is 
even more challenging, as technology is not just a 
system initiative, but a complex and intertwined 
process aff ecting the total organisation.

LITERATURE REVIEW 
Change Management 
Various authors concluded that the lack of 
empirical research in change management is 
evident in the poor success rates of change 
initiatives (Burnes, 2004; Todnem-By, 2005; 
Stanleigh, 2008). Th ere has been little integration 
between change management and leadership 
in the literature (Eisenbach, Watson & Pillai, 
1999), and much remains to be established about 
the role of leadership in the change process 
(Bateh, Castaneda & Farah, 2013). If technology 
is a frontrunner of change in South African 
organisations, much can be said about the lack 
of change leadership in this domain. Burnes 
(2004) sees the ability to manage change as a 
core competency of successful organisations. 
According to Kotter (1996, p. 26), “successful 
transformation is 70 to 90 per cent leadership and 
only 10 to 30 per cent management.” Th e role that 
leaders play in the change process has been noted, 
but without conclusive research that focuses on 
the relationship between leadership and change 
(Almaraz, 1994; Bateh et al., 2013). Furthermore, 
the literature has not clearly demonstrated the 
impact of leadership on organisational change 
(Burke, 2002). A prime task of leaders is to eff ect 
change, and change, in turn, requires strong 
leadership (Kakabadse & Korac-Kakabadse, 1999; 
Hughes, Ginnett, & Curphy, 2009). However, 
traditionally, these two functions have been 
treated as separate matters (Strategic Direction, 
2004; Kotter, 1995).

Lewin (1951) developed the three-step model that 
breaks change down into the following three steps: 
unfreezing (altering the present stable equilibrium 
that supports existing behaviours and attitudes), 
changing (developing new responses based on 

new information), and refreezing (stabilising the 
change by introducing the new responses into 
the personalities of those concerned). According 
to Lewin (1951), change towards a higher level 
of group performance is oft en short-lived. Aft er 
a shot in the arm, group life soon returns to 
normal. Th erefore, it is not enough to defi ne the 
planned change objective in group performance 
as reaching a diff erent level. Th e permanency of 
the new level should be included in the objective.

Th e ChangeAbility group of South Africa 
developed the project management process 
groups and change management framework 
that is executed in three steps: prepare, execute, 
and change PREXSU, (Overton, 2013). 
Th is framework acknowledges that change 
management is required on projects, and that 
overt human behaviour is only the tip of the 
iceberg; the other 90%, which is covert behaviour 
— emotion and cognition — is hidden below the 
waterline (Overton, 2013). In order to change 
behaviour in a predictable and sustainable way, 
the PREXSU approach focuses on awareness 
and understanding, sustainability, adaptability, 
and alignment. According to this framework, 
change management “refers to the approaches, 
processes, tools and techniques utilised in a pro-
active and systematic way to manage people and 
organisational aspects of change with the particular 
focus of ensuring behavioural outcomes that will 
support organisational objectives associated with 
change” (Overton, 2013, p. 31).

Hornstein (2018) pleads that project management 
must include change management. Hornstein’s 
research found that the management of change 
impacts on project success and that change 
management should therefore be integrated into 
project management. Also that project success 
factors should include change management. 
However, project managers need to acquire 
change management skills.

Scharmer (2007) developed the U-process, which 
leads people through three core movements 
that allow them to connect to an emerging 
future. “Prototyping in the U-process builds 
on the two movements that allow one to break 
through habitual patterns of the past: sensing the 
emerging whole and establishing a connection 
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to the source or authentic self ” (Scharmer & 
Kaeufer, 2010, p. 27). Th e U-process combines 
the movement principle of spiral dynamics and 
human niche theory. Scharmer’s (2007) theory of 
the U-process leads stakeholders and leaders to 
set aside their preconceptions in order to reach a 
new understanding of the challenges they share, 
to understand the experience of the various 
actors in the system, and, fi nally, to promote the 
emergence of insights into the best course of 
action. Th e U-process is a journey. Individuals 
move down one side of the U (connecting to 
the world outside of their institutional bubble) 
to the bottom of the U (connecting to the world 
that emerges within), and up the other side of 
the U (connecting to the new world). Th e core 
elements in moving through the U-process are 
co-initiating common intent, co-sensing the fi eld 
of change, showing inspiration and common 
will, co-creating strategic microcosms, and co-
evolving through innovations (Scharmer, 2007).

Viljoen-Terblanche (2008) developed an 
integrated model that describes the human 
reactions to change through an adaptation of 
the work of Hopson and Adams (1966), Kübler-
Ross (1963), and Senge, Scharmer, Jaworski 
and Flowers (2004). Specifi c emotions are 
experienced during the diff erent phases. Th e 
letting go phase includes emotions such as 
denial and resistance, which are accompanied by 
feelings such as shock, disbelief, anger, insecurity, 
blame, anxiety, happiness, fear, threat, guilt, and 
depression, while the letting come phase consists 
of acceptance, making sense of and understanding 
of the change, and, ultimately, integration of the 
change. Th e latter is accompanied by the emotions 
of commitment, optimism, and engagement. 
According to Viljoen-Terblanche (2008), these 
emotions do not follow a linear pattern. Certain 
emotions may be experienced in some cases, and 
others may not. Individuals move forwards and 
backwards during the letting go phase, until the 
self and the will are transformed and the letting 
come phase starts (Viljoen-Terblanche, 2008). 
Th is highlights the importance of acknowledging 
the oft en-unexpected negative outcomes of 
fundamental organisational change, which are 
seldom considered in conventional theories of 
organisations (Dahl, 2009). Unfortunately, few 
studies have explored the impact of multiple 

organisational changes on the well-being or 
withdrawal of employees (Bernerth, Walker, & 
Harris, 2011).

Although dated, Kotter (1995) and Lewin (1951) 
is still used as popular change management 
models (Galli, 2018). Some new models are 
suggested (e.g. Erdem, 2018) and quality 
management instruments borrowed to support 
change management (Ghiculescu, Marinescu, 
Tisu & Ghiculescu, 2011), none of these models 
have been empirically tested. As a result, models 
such as PREXSU (Overston, 2013), Scharmer 
(2007), Kotter (1996) and Lewin (1951) are still 
widely used.

Human niche theory and change: A diff erent 
approach for HRM 
Graves’s (1970) research explored the essence of 
human nature as it manifests through distinct 
ways of thinking. Graves realised that roughly 
two-thirds of people will sacrifi ce the self in order 
not to disagree with their elders, chiefs, parents, 
or leaders. Th is was later described as collectivism. 
Th e remainder express their self; they do not 
adjust to authority fi gures, and may accept peer 
input. Th is was later referred to as individualism. 
Beck and Cowan (1996) called this system spiral 
dynamics, and assigned colours to the eight 
diff erent thinking ways that oscillate between 
individualism and collectivism. Th e work of 
Beck and Cowan (1996) focused on how diff erent 
people allocate meaning to events and situations.

Laubscher (2013) adapted Beck and Cowan’s 
(1996) approach to explain dynamics in 
developing and under-developed countries. 
She repositioned the diff erent value systems 
as detailed by Graves (1974) as human niches 
or worldviews, which are displayed in Table 1, 
below. A niche is something at which a person or 
a group of people excels, which then makes them 
unique. Laubscher (2013) defi ned human niches 
as areas and dynamics of life at which humans 
excel due to the question of existence that we ask. 
Beck and Cowen (1996) assigned colours to ease 
the abstractness of Grave’s (1974) model. Colours 
were thus assigned to each diff erent thinking 
and coping system combination. Th e question of 
existence asked by each person directly relates to 
a colour, as displayed in Table 1.



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

1205

TABLE 1: HUMAN NICHES (LAUBSCHER, 2011, 
N.P.) 

Colour Question of existence that 
determines human niches

BEIGE How do I survive?

PURPLE
How can we sacrifi ce for the 
benefi t of the community/family/
elders?

RED How can I obtain power?

BLUE How can we sacrifi ce to prepare 
for the future?

ORANGE How can I conquer the material 
world and take calculated risks?

GREEN How can we sacrifi ce for the 
benefi t of the world and peace?

YELLOW How can I survive while the 
world survives?

In South Africa, the majority of people in 
organisations are BLUE, with fewer organisations 
falling within ORANGE. In South African 
organisations, 65% of the worldviews are PURPLE 
(Viljoen, 2015). Th e diff erent questions of 
existence, as displayed in Table 1, already provide 
a clue to some of the dilemmas faced within our 
organisations. For example, a dominantly BLUE 
organisation with a majority of PURPLE people 
will result in friction, which will become worse 
during change. In addition, BLUE, which refers to 
Newtonian thinking, can easily stress PURPLE, 
circular thinking during times of uncertainty 
(Blom, 2015). Th us, in applying human niche 
theory (Laubscher, 2013) organisations can better 
view the human element. If we realise that 65% of 
people in South Africa are PURPLE, who want to 
sacrifi ce the self for the benefi t of the community 
or elders, then organisations should consider 
diff erent communication and implementation 
strategies to ensure optimal and sustainable 
technological execution. Further, the goodwill 
of PURPLE may be stunted by the task-oriented 
BLUE, resulting in unnecessary human strain and 
resistance to change.

Th e Role of HRM in managing change 
Th ought leaders in management have suggested 
that, it is not technology, but the people and 
humane side of management that is a constant 
challenge for executives in the 21st century” 
(Drucker, Dyson, Handy, Saff o, & Senge, 1997). 

Organisations increasingly view HRM as a source 
of competitive advantage (Michael, Kavanagh, 
Th ite & Johnson, 2012). One of the most salient 
factors impacting organisations and employees 
today is technological change and advancement 
(Duxbury, Higgins, & Th omas, 1996). Th e 
prominence of information technology, which 
has grown substantially in recent years, further 
emphasises the importance of technological 
change (Sharyn, Gardner, Lepak, & Bartol, 2003). 
Shiri (2012) found HRM especially important in 
a knowledge-based economy, where ideas and 
expertise are valued. Baran (2016) asked whether 
HR is the organisational function that must 
lead change, or whether managing change is a 
fundamental leadership competency required of 
all organisational functions.

To answer the question, Baran (2016) scrutinised 
the Society for Human Resource Management 
Competency Model, which is a research-based 
description of nine categories of competencies 
required of today’s HR professional. Th is model 
includes sub-categories and related behaviours. 
Th e nine competencies are: communication, 
consultation, leadership and navigation, global 
and cultural eff ectiveness, critical evaluation, 
business acumen, HR expertise, ethical practice, 
and relationship management. In addition, the 
word change appears 19 times in this model, 
e.g., 1) a sub-competency under HR expertise 
is change management, 2) a behaviour under 
consultation relates to the generation of specifi c 
organizational interventions, such as culture 
change, change management, restructuring, and 
training, 3) and change management is also a sub-
competency of leadership and navigation, with an 
associated behaviour of a transformational leader 
leading change, and 4), under critical evaluation, 
an associated behaviour is to assess the impact of 
change.

It seems fair to state that organisations following 
the Society for Human Resource Management 
Competency Model agree that the important 
responsibility of change management clearly 
rests on the shoulders of the HR function, which 
acts as the change agent and/or transformational 
agent. Shiri (2012) seems correct when stating 
that many HR executives and managers are so 
busy taking care of their daily duties, which 
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are generally administrative, that they neglect 
important issues such as technological changes.

Resistance to Change 
Lewin (1952) fi rst used the term resistance to 
change in the context of individual resistance. 
However, use of the term evolved to refer to the 
resistance of an organisation to transitions and 
its inability to quickly and eff ectively react to 
change (Kinnear & Roodt, 1998). In the literature 
on change, resistance is a recurring theme 
(Cummings & Worley, 2005; Senior & Swailes, 
2010), although the defi nition depends on the 
chosen theoretical perspective (Van Tonder, 
2004), of which the following seem to be the most 
prominent.

Th e conventional change management literature 
(Armenakis & Bedeian, 1999; Beer & Nohria, 
2000a; Pettigrew, Woodman, & Cameron, 2001) 
argues that resistance has diff erent appearances, 
varying from foot-dragging, withdrawal, and 
material sabotage to whistleblowing (Carr & 
Brower, 2000), strikes, working to rule, and 
symbolic sabotage (Fleming & Spicer, 2003). 
Organisational change is desirable and inevitable, 
and people resisting change are framed as 
irrational (Atkinson, 2005).

In the critical perspectives on a change 
management framework, power and discourse 
dominate. Power is circumvented by using 
euphemistic concepts such as leadership, 
governance, and empowerment (Kärreman & 
Alvesson, 2009). Hardy and Th omas (2014) 
explored discourses on strategy, and indicated 
how the power eff ects of discourses are intensifi ed 
through discursive and material practices, leading 
to the production of objects and subjects that are 
clearly aligned with the strategy. Ahonen, Tienari, 
Meriläinen, and Pullen (2014) emphasised the 
absolute requirement of fi nding ways to develop 
theorisations and practices that turn the modality 
of power against itself.

Critical change management literature questions 
whether change and stability are mutually 
exclusive. Th e conventional perspective is that 
change is good, stability is bad, and change should 
be managed and controlled (Weick & Quinn, 
1999). Models related to this perspective and their 

approaches to change are framed in the interest of 
management (Sturdy & Grey, 2003). Further, not 
all employees are likely to be enthusiastic about 
the nth change project (Brown & Humphreys, 
2003).

Oreg (2006) reported an association between 
communication and attitudes towards change, 
while Wanberg and Banas (2000) found a positive 
correlation between employees who reported that 
they received information about the change and 
their openness to the change. Similarly, according 
to Lewis (2006), the higher the perceived quality 
of information received about a change initiative 
during change implementation is, the less the 
resistance to change will be.

Organisational change requires employees 
to adapt to new conditions, environments, 
contexts, and positions, therefore a certain level 
of change readiness (Weiner, 2009) and resilience 
(Strümpfer, 2006) is required. Th is highlights 
the role of individual competence, the potential 
individual contribution to making positive 
change, individual learning (Avey, Wernsing, 
& Luthans, 2008; Bercovitz & Feldman, 
2008; Luscher & Lewis, 2008), and individual 
adaptation in order to participate and not resist 
organisational change (Bateh et al., 2013). During 
organisational change, fear and uncertainty about 
the future could “lead some employees to leave 
and others to have mental problems” (Dahl, 2009, 
p. 4). It is clear from the literature that the HR 
function has a critical role to play during change, 
by minimising the possibility of resistance, and 
that human niche theory can be an enabler in this 
process.

RESEARCH METHODOLOGY
Case study background
A large South African automotive manufacturer 
embarked on the implementation of a new 
technology system, which impacted the whole 
organisation. Th is organisation could be classifi ed 
as a large, bureaucratic entity (Company Data, 
2013). An entity is characterised as bureaucratic 
according six criteria, as described as early as 
1946 by Weber, namely a formal hierarchical 
structure, management by rules, organisation by 
functional speciality, an up-focused or in-focused 
mission, purposely impersonal, and employment 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

1207

based on technical qualifi cations. Weber also 
noted the dysfunctions of bureaucracy. Th e 
purpose of the technology system change was to 
enable the organisation to accurately calculate 
actual working time. Th is would have allowed 
accurate measurement of labour effi  ciency. In 
order to achieve this, the main objective was to 
identify and quantify ineffi  ciencies; secondly, 
to design a technologically enabled system and 
to capture and track working times across all 
plants; thirdly, to calculate accurate man-hours-
spent-building; and, fourthly, to determine the 
average time taken to assemble diff erent parts. 
Subsequent to the change, data specifi cations 
would signifi cantly change, to include overtime, 
time and attendance, downtime, time spent at 
medical stations, training, quality, improvement, 
and others, most of these being operational HR 
metrics.

Although the project followed the PRINCE 
methodology, a manual template of the ideal 
system was designed, and a pilot plant was 
selected. Th e results of the manual trial were used 
to gauge the level of training required. Th e trial 
indicated very diff erent levels of technological 
skills. Th e project team realised that computer 
skills training was essential, and included this in 
the project plan.

Th e initial date to go live was set for the end of 
April 2011, which did not materialise. A new date 
was set for April 2012, postponing the project by 
a year. Th is deadline was also missed, and a new 
target date was set, namely to have all shops live 
by September 2012. Th is date was also missed, 
and the middle of December 2012 was set as yet 
another target date. In all instances, deadlines were 
missed due to staff ’s resistance and refusal to co-
operate and use the new system. Organisationally, 
the misery continued as the organisation 
continued to follow the same processes that had 
failed numerous previous times. Th is resulted in 
a total of 101 personal computers been removed 
from line-side, incurred costs, and little or no 
return on investment, because the Group Leaders 
(who were not involved in the change) were not 
capturing the required data such as overtime and 
absenteeism.

Th is project was not delivered on time or within 

budget. Almost two years had elapsed from the 
initial go-live date until the conscious decision 
had taken made to abandon the project. Th e 
technological change project failed.

Th is brings us to the research questions explored 
in the case study:

• Why and how was the technological change 
process implemented? 

• How were employees prepared for the change? 
• What role did HR play in the change 

management process? 
• Why did the employees resist the technological 

change? 
• How should HRM support technological 

change success in utilising human niche 
theory? 

Research design 
Th is study followed a qualitative case study 
design, because human behaviour as experienced 
throughout a mandatory technological change 
was studied (see Ospina, 2004). Th e objective of 
a case study is to obtain multiple perspectives 
of a single situation, event, or process at a point 
in time or over a period of time (Cooper & 
Schindler, 2011). Th e case study is a descriptive, 
exploratory, or explanatory analysis of a person, 
group or event, which is used to explore causation, 
in order to fi nd underlying principles (Yin, 2014). 
Yin (2014) underscored the strength of the case 
study method in terms of the inseparability of 
the phenomenon and the context, explaining 
that this method helps to address the How? and 
Why? questions about real-life events using a 
variety of tools. Case studies involve the intensive 
monitoring and recording of the experiences 
and/or observations of a particular situation or 
person, in this instance the impact of change on 
individuals, as well as the possible usefulness of 
human niche theory for organisations in order 
to enable more successful change. A case study 
may utilise fi eldwork, historical records, verbal 
reports, or observations as sources of data (Yin, 
2014). Within the context of this research, the 
experiences of staff  at a manufacturing plant 
where a new information system had recently 
been implemented was placed under a magnifying 
glass by recording their opinions, concerns, and 
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interactions.

Th e unit of analysis in this case study was 
employees who were directly involved in the 
implementation of a large-scale technological 
project. Th e total number of employees aff ected 
by this project was 5 256. Th e organisational 
structure — typical hierarchical — impacted by 
this change involved team members, who report 
to Team Leaders (TLs), who report to Group 
Leaders (GLs), who report to Section Managers 
(SMs). Th e demographics of employees involved 
in this change are provided in Table 2, which 
indicates African men as the dominant profi le in 
this project.

Th e sample selection strategy employed was 
theoretical sampling. Th e purpose of theoretical 
sampling is the saturation of categories 
(Charmaz, 2006). Th e notion of saturation is 
understood to mean that additional information 
no longer provides new insights into the subject 
matter. Th us, when additional information no 
longer expands the subject matter, the researcher 
concludes that saturation point has been reached. 
A purposive sample of 120 participants was 
selected across production shops aff ected by this 
project.

Data collection 
During the course of this case study, company 
documents, fi eld notes, solicited data, and 
observations augmented individual conversations 
and semi-structured interviews. Solicited data 
contextualised the impact of organisational 
change. Observation was used to determine 
the human experiences and elements relating 
to organisational change. In-depth, face-to-
face interviews were conducted with senior-
level managers, middle-level managers, and 

shop-fl oor employees directly impacted by this 
project. Th ese interviews lasted between 90 and 
120 minutes each. Th e HR function participated 
in these sessions, and practitioners provided 
answers on their involvement and strategic 
positioning, or lack thereof, in this project. In 
addition, information conversations were held 
with workers on the production line. Th e aim of 
these conversations was to establish their level of 
involvement, understanding, and willingness to 
participate in this project.

Th e interviews were semi-structured, and posed 
questions such as whether the reason for change 
and the specifi c change were explained, how the 
change made them feel, whether they received 
tools to help them during the change, and 
whether they supported or resisted the change. 
Th e interviews were recorded and subsequently 
transcribed. Th e interviews were conducted from 
the onset of the project, and continued for the 
duration of the project.

Data analysis 
In a qualitative study such as this, making use 
of coded themes and categories is of utmost 
importance. Th erefore, detailed descriptions and 
information pertaining to people, places, and 
events were documented, to support a higher level 
of synthesis of all data. Th ematic analysis 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). Th e individual responses were transcribed 
and coded. Together with company documents, 
all data were analysed, compared, and eventually 
triangulated and interpreted. Th e analysis process 
employed during this qualitative case study 
focused more on the meanings that were brought 
forth by the participants and the observations 

TABLE 2: PROJECT DEMOGRAPHICS 

Demographics GL (Group Leader) TL (Team Leader) TM (Team Member)
African 110 588 3 581
Coloured 25 55 176
Indian 61 112 341
White 19 10 33
Unclassifi ed 9 36 100
Sub-total 224 801 4 231
TOTAL 5 256
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that were made by the researcher. Th e data were 
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 
Identifi ed themes from case analysis that lead to 
technological change failure
Th e table below summarises verbatim responses, 
which resulted in the themes discussed below.

In this case, no change methodology or change 
management process was followed. From a 
human/employee change point of view, no change 
management existed for this project, and no such 
process was followed. No tools, techniques, or 
processes were applied to manage the people side 
of change. Th e people and human side of change 
was not considered in any strategic forum or 
meeting (Th eme 1: Technical plan without an HR 
change management plan).

Th e organisation’s strategy did not change 
according to the evolving business requirements. 
Training was the only component of change 
management that actually received some form 
of attention. Despite the large impact on people, 
no HR practitioner was involved in the project, 
except for capturing operational data (Th eme 2: 
Change as an intervention and not a process — 
training intervention viewed as equal to change).

Th is change initiative specifi cally related to the 
production process. Communication in this 
environment was challenging, even without 
any change taking place. In this production 
environment, a top-down communication 
approach was followed, through various structural 
levels in a rigid hierarchy. Th e individuals selected 
to participate in the pilot group stated that they 
were unhappy and uncertain about what was 
expected of them. Complaints about the capturing 
of data, the impracticality of the request, the 
unrealistic demands placed upon them, and a lack 
of understanding were repeatedly voiced. Various 
problems were identifi ed prior to, during, and 
aft er the project. Th e success of this project relied 
heavily on the co-operation of the employees at the 
lowest level in the organisation. Th ese employees, 

however, were not suffi  ciently consulted prior 
to the start of such a huge behavioural change 
initiative. Th e communication method that 
was applied failed to reach these lower-level 
employees. A limited number of employees were 
involved in this project, which further hampered 
successful implementation. Time and attendance, 
absenteeism, leave, and general work methods 
were governed through this hierarchy (Th eme 
3: Communication, without an emphasis on 
interpersonal communication).

No methods or techniques were applied to reduce 
and manage resistance to change. No readiness 
assessments were done to establish the scope of 
the change or to determine the number of people 
aff ected. Fear and anxiety dominated. Ambiguity 
further increased uncertainty. Th is project 
experienced enormous forms of resistance. 
However, the resistance was largely ignored 
by management. Th e individual behaviours 
relating to this project were a manifestation of 
hostility, antagonism, resentment, and ill will. 
Th ese reactions to this project were evident from 
the outset (Th eme 4: Resistance to change not 
addressed).

Leadership was not integrated into any 
methodology. Punishment was meted out through 
the hierarchy. Such a mechanistic culture leaves 
employees feeling like they are being treated like 
robots, and that they are considered just another 
number and not being respected as an individual, 
as was reported in the present study. Given such a 
mechanistic culture, reacting to and coping with 
change becomes challenging. Th e GLs regularly 
expressed their discomfort, worry, and distress 
regarding the new task of capturing data. Many 
GLs stated that it hurts them to capture the 
data; they could not operate a keyboard, as it 
caused them pain in their fi ngers. Th e GLs also 
complained that nobody listened to them, and 
that no proper communication existed. A lack of 
leadership and guidance increased their distress, 
discomfort, and distrust. A major disconnect 
ensued between the GLs and management. Th e 
GLs reported a totally diff erent picture. Th ey 
struggled to capture data, they could not see on 
the screens or understand the requirements, and 
had not been released from the line to attend 
training (Th eme 5: Change leadership and care of 
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TABLE 3: VERBATIM RESPONSES

Th eme 1: Technical plan without an HR change 
management plan

• P5: ‘Don’t know any change models’, ‘I am not 
infl uenced by any model’,

• P13: ‘I am infl uenced by what the organisation 
need’,

• P17: ‘no change model I believe in’, ‘SA does 
not plan for change’, ‘Board and management 
does not sit down and discuss change required’,

• F1: ‘Biggest change driver is technology plan’

Th eme 2: Change as an intervention and not a 
process — training intervention viewed as equal 
to change

• P17: ‘Change will happen anyway’, ‘Th e 
organisation that we are changing from, to’, 
‘Ostrich with head in sand – why is change 
needed and how must we know what to do?’, 
‘No map to change in a sustainable way’,

• P4: ‘Change for the right reasons’, ‘Th e fi rst 
question re change is cost related’,

• P20: ‘Th e structure works against change’, 
‘Aff ected don’t understand the change’, ‘No 
organisational change strengths’,

• F1: ‘Technical implementation is a big 
change, but there is not feedback…no 
communication….no training’.

Th eme 3: Communication, without an 
emphasis on interpersonal communication

• P4: ‘Communication must not change 
haphazardly’, ‘No eff ective communication 
method for thousands of workers’, ‘Explain 
why you are doing this’,

• P5: ‘Communication [is needed] throughout 
the change process’, ‘constant communication’, 
‘Nobody knows what’s happening’, ‘…need to 
understand change’,

• P13: ‘diff erent messages create fear’,
• P17: ‘People don’t recognise communication’, 

Th eme 4: Resistance to change not addressed

• P20: ‘Mid management is a big obstacle to 
change’, Mid management is not willing to 
change’, Mid management obstruct change’, 
‘Th ere is too much change’,

• P17: ‘People don’t want to change’,
• P13: ‘People don’t know where they need to 

go’, ‘…don’t want to go to the uncertain’, ‘no 
buy-in will result in resistance’,

• F1: ‘Resistance is a giant issue’, ‘…resistant 
[to] what [you] don’t understand’
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people are not existent).

Data on employee absenteeism, overtime, and 
sick leave were analysed by the HR function. 
Reports had been written by team leaders (TLs) 
to satisfy the data requirements, but these added 
no value to the change. Th is seems to indicate an 
operational and administrative HR role without 
proper contracting, participation, involvement 
in, and acceptance of the change requirement. In 
addition, it also indicated a major strategic change 
without a change-agent role and/or HR-function 
involvement to ensure a common understanding 
of the need for the new technological system and 
the importance of human intervention in order to 
make such a system eff ective and effi  cient (Th eme 
6: Th e role of the HR practitioner in technological 
system change absent).

DISCUSSION OF FINDINGS 
Each theme will be discussed and linked to the 
literature where possible. In the discussion, 
answers to the research questions will also be 

provided.

Th eme 1: No HRM change implementation plan 
Despite the scale and magnitude of this change, 
no change management portfolio existed in this 
project. A change management portfolio for 
this technological project should have included 
a change management process (including 
communication) that ensured wide participation 
and inclusivity and reasoning with participants 
on the behavioural changes required, and 
could have assisted with training. Overtime, 
absenteeism, late-in and early-out transgressions 
are emotional topics. Given such a radical change 
in work methods, more time and eff ort should 
have gone into behavioural modifi cation. Th is 
should have fallen under a change management 
umbrella (Blom, 2015), and should have been the 
responsibility of the HR function (Baran, 2016).

When the outcome of technical project aff ects the 
operational duties of employees, an HRM change 
implementation plan alongside the technical 

Th eme 5: Change leadership and care of people 
are not existent

• P17: ‘Poor leadership is a huge issue’, ‘Nothing 
can compensate for poor leadership’,

• P5: ‘Wrong decisions’, ‘Empower the wrong 
people’, over empower some and under 
empower others’, ‘ Nobody knows what’s 
happening’,

• P4: ‘Implementing non-workable solutions’,
• F1: ‘on backfoot from the onset’, ‘…barely able 

to manage change’,
• F2: ‘Have to create solutions people can work 

with’,
• F2: ‘Leaders need sensitivity’, ‘Good change 

management can’t replace poor leadership’

Th eme 6: Th e role of the HR practitioner in 
technological system change absent

• P5: ‘Force action through punishment’, ‘Instil 
fear’,

• P13: ‘…engage in change, everybody joins 
and then there is no communication’, 
‘Unsupportive’, ‘non-committed to the 
change’,

• F1: ‘…don’t know how to do change’, 
‘Organisation don’t have inhouse support to 
cope with complex problems’, ‘…need change 
support’

TABLE 3: VERBATIM RESPONSES (CONTINUED)
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project is imperative. Ideally, such an HRM 
implementation plan should commence prior 
to or in parallel with the technical project plan. 
Behaviour change takes time (Scharmer, 2007), 
and technical changes can only be sustainable 
when suffi  cient time for human behavioural 
change is incorporated into technical project 
change plans.

If human niche theory had been considered from 
a change management perspective, there would 
have been conversations in which everybody 
had the opportunity to participate and discuss, 
to aid understanding of the reasoning behind 
the required change (Laubscher, 2013). Th e HR 
function should also have dealt with resistance 
through further consultation and explanation 
of the reasoning for this new work method 
(Blom, 2015; Laubscher, 2013). If more people 
are involved, more time should be planned to 
attain inclusivity. Th us, time should be allocated 
for participation, consultation, and involvement 
(Viljoen, 2015). Th ese activities are critical to the 
project, and should feature on the project plan.

BLUE will typically spend time on schedules and 
deliverables. PURPLE needs participation and 
inclusion. Th en, with an awareness of human 
niche theory, HRM could assist management with 
the creation of a practical schedule that combines 
human and organisational needs, objectives 
with stories and metaphors, and meetings with 
conversation times.

Th eme 2: Change as an intervention and not a 
process 
From the onset, the training method was 
questionable. Given time constraints, precious 
little time was spent on training. Th is had a 
severe impact on the project. Given the lack of 
training and communication, it is not surprising 
that, two years aft er the original go-live date, the 
project was still not live. A lack of involvement 
and participation, as the optimisation of diversity 
dynamics in the individual, group, organisational, 
and contextual domains, manifested in apathetic 
or disconnected energy in the system (Viljoen-
Terblance, 2008). Leadership’s inability to align 
‘the doing’ and ‘the being’ resulted in an inability 
to engage in strategic conversation (Viljoen-
Terblance, 2008).

If human niche theory had been considered 
from a training perspective, the training method 
and its delivery would have taken on a more 
kinaesthetic approach (Laubscher, 2013), such 
as ensuring that every person had a computer 
on which to work during the training sessions. 
A training card or one-page reference that could 
be kept in a shirt pocket could also have assisted. 
Conversations, story, and metaphor should have 
been integral to the training solution (Laubscher, 
2013). When considering human niche theory, 
stories, metaphors, and discussions will help 
PURPLE understand the rationale behind a 
change and enable participation in the goal at 
hand. Further, PURPLE has a learning system that 
relies on copying, for which provision should be 
made. Th erefore, practical, experiential learning 
interventions will work much better (Laubscher, 
2013) with PURPLE people. Th is, in turn, will 
facilitate an improved output. BLUE, however, 
naturally wants to communicate in bullet point 
or short phrases, and is driven by targets.

Th is case clearly indicates an incorrect and 
incompatible training methodology, which 
invariably result in misunderstandings and 
miscommunication. Given the immense amount 
of change in organisations, change can easily be 
seen as a process that must be implemented and 
completed. However, modernity requires that 
we look at change as an intervention in itself. 
Behavioural change takes eff ort and time. When 
HR is not part of projects, a strategic element in 
terms of behavioural change remains missing. 
Similarly, training and the training eff ort and 
applicability in delivery will directly the success 
of change. When training is pushed as a project 
activity that must be done (which could be seen 
as a BLUE methodology) upon PURPLE who was 
never involved or allowed to participate, training 
will be another element of the project that incurs 
costs with minimal output.

Th eme 3: Communication 
Targeting the correct audience is pivotal, and 
allowing two-way communication with feedback 
certainly helps communication (Elving, 2005). 
From a human niche perspective, this implies 
that people should feel secure and comfortable 
to raise their concerns, and to voice their 
opinions without fear (Laubscher, 2013). It is 
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erroneous to assume that communication will 
fi lter down organisational levels correctly and 
reach the intended audience. Communication 
should be face to face and not just electronic. To 
ensure wide acceptance, participation through 
communication should have been increased to 
include everybody whose jobs or processes would 
change as a result of the new system/process 
(Kotter, 1996; Van Vuuren & Elving, 2008; 
Viljoen, 2015). While it could be argued that this 
increases the time to project completion, such an 
approach will increase the chances of successful 
change. Th e number of re-starts on this project 
negated any concerns about spending additional 
time in consultation/communication. To ensure 
successful change, communication and change 
should be treated as interlinked subject fi elds 
(Jones, Watson, Gardner & Gallois, 2004; Taylor, 
Flanagin, Cheney, & Seibold, 2001; Lewis, 1999).

Whilst Th eme 2 touched on communication 
from a training perspective, organisations 
should consider that at least two methods of 
communication are required. If organisations 
continue to only communicate according to that 
which is the comfortable communication method 
for BLUE, such as staccato sentences, bullets, 
slide shows, and deliverables on project plans, 
success will, in all probability, remain challenging. 
However, if BLUE can adapt to embrace a more 
inclusive communication approach that allows 
for employees to sit in a circle and discuss issues, 
to engage with stories and metaphors in order 
to convey the message and to allow for active 
participation, then communication becomes 
interpersonal. If not, communication will remain 
a formal project task with little sustainable eff ect.

Th eme 4: Resistance to change 
Human niche theory confi rms that people will 
resist, question, and sabotage change if they do 
not understand or feel part it (Laubscher, 2013). 
Communication is vital to manage resistance to 
change (Kotter, 1996). Applying this case study 
and the related change theme to Scharmer’s (2007) 
U-process indicates that, during this change, the 
movement along the U was skewed to the left , 
resulting in resistance. Resistance played a large 
part in the failure of this change initiative, as the 
organisation struggled to quickly and eff ectively 
react to change (Kinnear & Roodt, 1998). 

Resistance was partly due to the nonexistence of 
change strategies, poor communication, and a lack 
of employee involvement. However, resistance also 
stemmed from mechanistic structures, too much 
managerial power, and too many procedures and 
rules. Th is theme also confi rmed that employees 
who received little information about the change 
were resistant (Wanberg & Banas, 2000).

Communication, participation, inclusion in 
decision-making, and discussions will minimise 
resistance. When employees are not included, 
resistance is inevitable, as PURPLE will fi ercely 
try to preserve the old ways. However, when 
included and allowed to participate in decision-
making, PURPLE can unleash a huge amount 
of goodwill into the organisation. Again, 
management typically operates within the BLUE 
niche. Without awareness of the needs of PURPLE, 
resistance will remain considerable obstacle in 
technological project implementations.

Th eme 5: Change leadership 
Th is project created immense challenges related 
to employee behaviour. Th ere was clearly a lack 
of communication and trust between labour and 
management. Th e biggest mistake was to exclude 
the GLs from participation in this project. Th eir 
exclusion resulted in fear of the unknown, 
following habit, general mistrust, insecurity, 
social disruption, and selective perceptions, 
which, in turn, increased resistance to the change 
initiative (see Dahl, 2009).

Elements such as involvement, participation, 
consultation, and empowerment (Viljoen-
Terblance, 2008) were absent in this case. From 
a human niche perspective, the lack of trust and 
communication, exclusion, and non-participation 
paralysed PURPLE (Laubscher, 2013). Laubscher 
(2013) is clear when she addresses the latent 
goodwill of PURPLE; however, this goodwill 
was never unleashed, due to the mechanistic 
approach of BLUE and the inability of BLUE 
to adapt methods to suit diff erent thinking and 
coping systems. Laubscher (2013) noted that 
PURPLE learns by copying. Th ey are passive 
learners who rely heavily on right-brain functions 
(Beck & Cowan, 1996). Th is amplifi es the 
importance of management leading by example. 
Further, PURPLE builds relationships fi rst, and 



1214
WWW.IBC-CONFERENCE.COM

then works together with others (Laubscher, 
2013). Th is indicates the need to reconsider 
methods. Building relationships takes time. Th is 
requires that management and leadership do 
things diff erently. Relationships must be built by 
conversation and leading by example. Typically, 
such actions should start much earlier than the 
onset of the technological project. However, this 
also requires a strategic shift  in the HR function’s 
behaviour, which begs the question: If the HR 
function is not the change agent and does not 
build relationships, has this function been 
reduced to that of clerks in charge of paperwork?

Individuals consist of physical, mental, spiritual, 
and emotional components. None of these 
received any attention on this project. Th e vast 
majority of employees on this project did not 
ask BLUE questions pertaining to how they 
could sacrifi ce to improve the future. Th ey asked 
PURPLE questions that relate to how they could 
sacrifi ce for their elders and their community. 
Th is implies working in a circle where equality, 
participation, inclusivity, and empowerment of 
all are the basis for communication.

MANAGERIAL IMPLICATIONS 
Managerial implications, related to the Th eme 
6: Th e role of the HR practitioner in technological 
system change, pertaining to the case study 
outcomes are as follows:

1. Th e HR function can no longer stand alongside 
technical projects. As a strategic function, 
it must take on a strategic function and the 
practitioner must be a transformation agent. 
Th is implies a more humanistic approach as 
a counterbalance to the mechanistic project 
approach. Human niche theory can assist in 
enabling the HR function through an improved 
understanding of that which is important to 
diff erent people in the organisation. Th is will 
also assist the function to move away from a 
one-size-fi ts-all approach and become visible 
in the change process. Th ere might be an 
administrative role for the HR practitionern 
during change, but it does not negate the need 
for strategic or change-agent role. 

2. Change requires time. Time spent cannot 
only relate to project objectives and 
milestones. Th ere is a non-negotiable need for 

conversations, creating shared understanding, 
and allowing diff erent voices and perspectives 
to be heard. Management should allow 
upfront conversations. Such an approach will 
also minimize resistance to the change. 

3. Training methodology and delivery must be 
adapted and adjusted. Given the competitive 
landscape of organisations, spending time 
and resources on ineff ective training with 
few results is no longer viable. Applying 
human niche theory will assist organisations 
to eff ectively adopt more than one training 
methodology to greatly improve output. 

4. A more humanistic involvement of the HR 
function in technical projects will also enable 
building of relationships. A predominantly 
PURPLE workforce is essentially lost without 
relationships. Once relationships are built, 
respect and trust can be nurtured. It seems 
imperative to note that PURPLE can see 
BLUE’s intent; therefore, BLUE should not take 
the responsibility of building relationships 
lightly. 

CONCLUSION 
Th e fi ve core themes that emerged from the data 
analysis and interpretation confi rm, elaborate, 
and expand on existing literature. If themes of 
failure are substituted with themes of success, 
the factors that could infl uence successful 
human behavioural change using a project-
driven approach for technological change in 
organisations are:

Th eme 1: Technical change plan must be infused 
with an HRM change implementation plan, 
embracing people behaviour;

Th eme 2: Change is a complex process and not an 
intervention: training intervention does not equal 
change;

Th eme 3: Communication, with a specifi c focus on 
interpersonal communication;

Th eme 4: Ensure Change readiness and manage 
resistance to change;

Th eme 5: Change leadership and care for people 
throughout the change; and
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Th eme 6: Realise the role of the HR practitioner as 
change agent in a technological system change.

Th is research highlighted the reality of a 
technological project approach with little or no 
change management, due to a lack of change 
leadership and eff ective HRM. Th is technology 
project was not delivered on time or within 
budget. Almost two years had elapsed from the 
initial go-live date until a conscious decision was 
made to abandon the project. At inception of the 
project, time and volumes had been indicated 
as constraints, which justifi ed the chosen 
methodology. In hindsight, it would seem that 
a year spent in consultation, involving GLs to 
actively participate and contribute, could have 
resulted in a diff erent, more positive outcome.

Furthermore, the importance of a true 
understanding of the change environment proved 
vital. An offi  ce worker can survey plant operations 
and come to a conclusion, but diff erent, covert 
complexities may be at work. Once again, this 
underscores the vital importance of participation, 
inclusivity, and hearing the true voice of the lower 
echelons of the organisation. If change impacts on 
the way people do their daily jobs, then the impact 
of such change on the relevant people should be 
considered and treated with the necessary respect 
and empathy. Change as a process is taken lightly 
and reduced to interventions, resulting in time, 
eff ort, and energy spent reactively, aft er damage 
has been caused. Th is technology project damaged 
individuals and the organisation alike. On an 
individual level, mistrust was rife, uncertainty 
led to insecurity, and misunderstanding resulted 
in resistance. On an organisational level, a very 
poorly run project resulted in wasted time, eff ort, 
and money. Th ese outcomes will have to be 
corrected through yet another project.

However, a combination of an involved HR 
function and knowledge of human niche theory 
could go a long way in correcting the mistakes 
made. Equipping the HR function with knowledge 
about human niche theory and allowing it to 
take its rightful place as transformation agent 
within a technological change process will result 
in projects that are executed diff erently. Such 
knowledge and personal ownership will result in: 
1) an HRM change implementation plan that is 

fl exible in delivery, ensuring wide understanding 
and acceptance, 2) enough time spent on change 
as a process and cognisance of diff erent thinking 
methods, 3) communication with a focus on 
conversation, stories, and metaphors, as opposed 
to only targets and milestones, 4) inclusion, 
participation, and a shared understanding before 
the project commences, in order to minimize 
resistance, and 5) a caring approach that considers 
the human element and the impact of change 
brought about by the technological change 
initiative.

Th is study had its limitations with many 
transcriptions and data that had to be analysed 
qualitatively. It might have been more objective 
if some known parts in the study, such as the 
change process used, could have been conducted 
quantitatively. However, this mixed method study 
is suggested for further research in technological 
change.
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ABSTRACT
Th e current South African higher educational 
landscape imposes signifi cant demands on 
academic staff  members. Not only are academics 
confronted with rapid increases in student 
numbers, but also need to deal with budget cuts 
that limit their ability to deliver quality research 
outputs. Higher education institutions are at risk 
losing key talented staff  should these demanding 
work conditions prevail. Th e main objective of this 
research was to explore the risks associated with 
the current academic talent management culture 
and practice of higher education institutions.

A qualitative research approach was followed. Data 
was gathered using semi-structured interviews 
with management from a selected South African 
higher education institution (N=10). Data was 
analysed using content/ theme analyses.

Th e fi ndings revealed fi ve main talent culture 
risks: Institutional strategy, Management support, 
Physical infrastructure, Diversity practices and 
Psychological work environment. Th e fi ndings 
showed a lack of institutional strategy, physical 
infrastructure, unsafe work environments and 
diversity tensions. Participants also indicated the 
unequal distribution of resources and incompatible 
infrastructure across the institution. Th e fi ndings 

of this research encourage management to develop 
risk management policies and plans to retain key 
and competent academic staff  members.

Keywords: Diversity; Management support; 
Physical infrastructure; Psychological work en-
vironment, Talent risk management

INTRODUCTION 
Th e transformation of the South African higher 
educational landscape poses signifi cant physical 
and psychological risks for academic staff  
members. Rapid changes in the functioning of 
higher education institutions (HEIs) resulted 
in increased teaching, research and student 
supervision workloads of academic staff  (Van 
Straaten -Th eron & Dodd, 2011), budget cuts 
with a lack of fi nancial support (Wood & Deprez, 
2012) and unacceptably high student-lecturer 
ratios (Keet, 2015). Moreover the “fees-must-
fall” campaigns and student unrest damaged the 
physical infrastructure of several South African 
HEIs, disrupted classes and created unsafe 
work environments for many staff  members 
(Pilane, 2016). Th e current “decolonisation” 
initiatives of higher education further increase 
workloads as academics need to rethink, reframe 
and reconstruct curricula (Heleta, 2016). 
Consequently resistance to change and confl icting 
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ideologies are imminent which creates further 
stressful work environments (Kelly, 2017).

Th e main objective of this research was to 
determine management perspectives on the 
institutional talent culture risks in a selected 
higher education institution. Th e need for a 
conducive organisational culture to facilitate TM 
is well documented. Kontoghiorghes (2015) found 
that talent attraction and retention depends very 
much on the extent to which the organisation 
is perceived to have a change-, quality-, and 
technology-driven culture, and characterised by 
support for creativity, open communications, 
eff ective knowledge management, and the core 
values of respect and integrity. Sarmadi, Nouri, 
Zandi and Lavasani (2017) emphasise the need 
for an open organisational culture that will 
allow academic staff  to exchange viewpoints, 
experiences and opinions. Such a culture also 
allows staff  to express their ideas without the fear 
of being laid off . Deselle et al. (2017) show that 
academics prefer an emphasis on collegial support 
and shared responsibility for culture, governance, 
decision-making and outcomes for a desirable 
institutional cultural instead of emphasising 
rewards and competitiveness.

Meyer, Roodt and Robbins (2011) identifi ed the 
following risks for talented employees in the 
workplace: a mismatch between talent and the 
workplace; a lack of talent attraction and retention 
practices; poor performance management; 
inadequate training and development practices for 
performance improvement and a deconstructive 
company culture. Coetzee and Lubbe (2013) 
caution that many institutions of higher learning 
generally do not have risk strategies to safeguard its 
core mission of teaching learning and community 
service during times of transformation. Bubka 
and Coderre (2015) maintain that HEIs need to 
develop and implement a comprehensive risk 
management plan that can serve as a roadmap to 
identify and manage talent risks. For the purpose 
of this research, institutional talent culture risks 
are defi ned as those organisational factors that 
prevent talented individuals from executing their 
tasks eff ectively and in turn can reduce employer 
performance.

Th is article is structured as follows. First a 

literature review is presented on talent risks in 
higher education institutions. Th is is followed by 
a discussion of the research method adopted for 
the study as well as research fi ndings. Th is research 
paper concludes with a discussion of the fi ndings 
and recommendations for future research.

LITERATURE REVIEW 
Management Support 
Higher education leadership has been exposed 
to various changes over the past two decades. 
According to De Boer and Goedgebuure (2009) 
academic management practices evolved from 
traditional collegial ideas to more business-like, 
market driven principles. Floyd (2012) summarise 
the extensive change in the role of higher education 
management as follows: Vice Chancellors in HEIs 
have become more like chief executives; Senior 
Management have emerged consisting of both 
senior academic and administrative staff , while 
department heads are increasingly being seen as 
managers rather than academic leaders. Normore 
and Brooks (2014) continue to highlight the 
multiple roles of higher education leaders 
which include budgeting, campus governance, 
staff  matters, faculty hiring and evaluation, 
monitoring of standards, promoting racial and 
gender balance, encouraging continued personal 
and professional growth.

Th e structural changes in public higher education 
systems have changed the way in which 
academic work is managed and favour enhanced 
management control with high demands on 
academic staff  (Arntzen, 2016). Chipunza and 
Gwarinda (2010) found that academic staff  
perceived that higher educational management 
did not recognise innovation and risk-taking 
during mergers. Th e ability of leaders to establish 
a talent culture will determine the nature and 
prevalence of human capital risks such as the 
retention of academic staff  members (Lesenyeho, 
2017; Th eron, Barkhuizen & Du Plessis, 2014). 
A study by Oehley (2007) shows that managers 
can only manage talent eff ectively if they adopt 
the appropriate talent mind-set coupled with 
competencies such as the ability to attract 
and recruit talent, building and maintaining 
healthy relationships, providing meaningful and 
challenging work, remunerating and rewarding 
fairly and managing work-life balance.
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Institutional strategies 
Radical post-apartheid transformation initiatives 
require from HEIs to revisit institutional policies 
and the involvement of the broader university 
community (Milutinović & Nikolić, 2014). 
Although a great deal of attention has been 
devoted towards increasing access for students to 
higher education, the successful implementation 
thereof is questionable. According to Lewin and 
Mawoyo (2014) the graduation rates in South 
Africa’s public university system are low compared 
to other systems elsewhere. A study by Arnolds, 
Stofi le and Lillah (2013) showed that academic 
and support staff  experienced that a merged 
higher education institution did not achieve the 
merger goals and objectives as set by the South 
African government. In this study the perceived 
success of a merger was an important indicator 
of staff ’s commitment towards their organisation 
and their intention to perform on the job. Bosire 
(2017) highlights the importance of strong and 
visible leadership and ongoing consulting with 
staff  during the strategic planning process.

Psychological work environment 
According to Guest (2007) a ‘good workplace’ 
is conisdered by individuals as providing low 
levels of stress, appreciation by management 
and a non-threatening work environment. Soon 
aft er the 1994 transformations, organisational 
researchers have paid increasing attention to the 
quality of the work environment in universities 
and its impact on the well-being of the academics 
(Schulz, 2013). A study by Th eron et al. (2014) 
showed that the institutional culture (i.e. sound 
human resource management practices; diversity 
management; clear institutional strategies) and 
the availability of research funding played an 
important role in academic staff  intentions to 
leave their jobs. According to Schulze (2008) the 
quality of research outputs of academic staff  can 
be enhanced by providing fi nancial resources 
for research projects and fi nancial support for 
external collaborations (i.e. travel to professional 
meetings, conferences or visiting scholars).

Physical work environment 
Vischer (2007) indicates that there is mounting 
evidence available that the physical work 
environment aff ects both job performance 
and job satisfaction. Th e lack of technological 

infrastructure furthermore limits academics 
signifi cantly to deliver the required quality 
education in an increasing digital society. 
Makgato (2014) maintains that higher education 
institutions need to produce teachers with proper 
pedagogy in teaching and learning technology to 
enhance the learning experience of learners. A 
lack of classroom infrastructure and overcrowded 
classes also create challenges for academics to 
deliver subject content eff ectively and infl uence 
student achievement (Bakasa, 2011). Clearly 
a lack of infrastructure and the physical work 
environment has a negative spill over eff ect on 
the broader society. A study by Strauss (2012) 
showed that talented teachers in rural areas 
considered quitting their jobs because of poor 
working conditions and a lack of resources.

Diversity practices 
South African higher education institutions have 
been exposed to complex and highly contested 
organisational transformation processes since 
the end of apartheid (Kamsteeg, 2016). Th e 
desegregation and changes in educational systems 
and institutions brought great challenges for 
educators such as an increase in the heterogeneity 
of the student population, decolonisation of 
curricula and new educational legislations 
(see Meier & Hartell, 2009). Consequently 
traditional academic cultures and relationships 
are challenged with the new social dynamics 
in higher education systems and increasing 
diversity and diff erentiation within and between 
institutions (Lumadi, 2011). Multiple diversities 
in a country such as age, gender, race, religion, 
disability, linguistic orientation can amongst 
others aff ect diversity management in higher 
education (Cross, 2004; Vermeulen, 2011). As 
mentioned by Naidoo (2015) diversity can either 
be a threat and a promise or a problem and a 
possibility.

RESEARCH METHOD 
Research Design 
A qualitative research design empowers 
participants by making their voices heard as active 
participants in the research (Creswell, 2014). 
Th is research falls within the phenomenological 
research paradigm. Phenomenological research 
focuses on the meanings of human experiences 
in situations as they spontaneously occur in the 
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course of daily life. Th ese experiences could be 
emotions, relationships, or an entity such as a 
programme, an organisation, or a culture (see 
Lin, 2013). A case study research strategy was 
followed using a selected South African higher 
education institution as a case at one point in time. 
Case study methodology allows a researcher to 
investigate a phenomenon such as talent culture 
risk factors in a real-life context (Yin, 2012).

Sampling 
Th e sample consisted of 10 managers from 
diff erent levels of a selected South African 
higher education institution. Th e demographic 
characteristics of the participants are reported 
in Table 1 below. Most of the participants in this 
sample were male and employed as middle level 
management. An equal number of white and 
black African managers participated in this study. 
Th e participants were primarily aged 50 years and 
older and were employed for more than 20 years 
in the current institution.

Research Procedure 

Permission to execute the research was obtained 
from the relevant higher education authorities. 
Th e purpose of the research was explained to all the 
participants. Th e participation was voluntary and 
all participants signed an informed consent form. 
Th e research was subjected to ethical approval 
prior to its execution. Obtaining informed consent 
implies all possible or adequate information on 
the goal of the research; the expected duration of 
the participant’s involvement and the procedures, 
that would be followed during the investigation.

Data Collection 
Th e data in this study were collected through semi-
structured interviews. Semi-structured interviews 
are in-depth interviews where respondents 
have to respond to open-ended questions that 
are they conducted once only (Jamshed, 2014). 
According to Digicco-Bloom and Crabtree 
(2006), semi-structured interviews are generally 
organised around a set of predetermined open-
ended questions that allow for other questions 
that emerge from the conversation between the 
researchers and the respondent.

TABLE 1: DEMOGRAPHIC CHARACTERISTICS OF THE PARTICIPANTS 

Gender Race Qualifi cation Job Level Age Group
Years working 
at the current 

institution

P1 Male African Doctoral 
degree Top Management 50 years and 

above 30 years

P2 Male African Doctoral 
degree

Middle 
Management

50 years and 
above 21 years

P3 Male African Doctoral 
degree Top Management 50 years and 

above 6-10 years

P4 Female White Doctoral 
degree

Middle 
Management

50 years and 
above

21 years and 
above

P5 Male African Doctoral 
degree

Middle 
Management

50 years and 
above 16-20 years

P6 Female African Doctoral 
degree

Lower 
Management

50 years and 
above

21 years and 
above

P7 Female White Doctoral 
degree

Middle 
Management

50 years and 
above 6-10 years

P8 Male White Doctoral 
degree Top Management 50 years and 

above
21 years and 

above

P9 Male White Doctoral 
degree

Middle 
Management 40-49 Years 6-10 years

P10 Female White Doctoral 
degree

Lower 
Management

50 years and 
above 11-15 years
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Data Analyses 
Th eme (content) analyses were applied to 
analyse and interpret the data. According to 
Th yme, Wiberg, Lundberg and Graneham (2013) 
qualitative data analyses start with a process of 
organising the data that are collected. Th ereaft er 
the data were systematically analysed to identify 
the themes and sub-themes. Th e quality and rigour 
of this research was ensured by maintaining high 
credibility and objectivity. Th e fi ndings of this 
research are reported in table format. Th e themes 
and sub-themes extracted from the interviews are 
substantiated by direct quotes.

FINDINGS 
Th e results of the theme analyses are reported in 
Table 2 below. Five themes were identifi ed namely 
Management support (mentioned 22 times), 
Physical environment (mentioned 13 times), 
Institutional strategy (Mentioned 13 times), 
Psychological work environment (mentioned 
12 times) and Diversity (mentioned 6 times). A 
brief discussion of the themes and sub-themes are 
presented below.

Th eme 1: Management Support 
Th e participants were of the opinion that the 
reason why academics stay with the institution 
is mainly for the opportunity to develop their 
research areas. Th ere is, however, a large risk 
when it comes to employing talented staff . Th e 
risk emerge with having to provide job security in 
order to retain that academic in transformation 

situations.

Sub-theme: Job Security 
Job security was the most mentioned sub-theme 
from the responses of the participants. In the 
interviews, the management highlighted job 
security as one of the highest risks in the retention 
of academics. Th e responses were the following:

“You might get people leaving because they’re not 
sure as to what the restructuring could bring for 
them you know; it’s a job security issue at the end 
of the day. So we’ve got to always be conscious that 
we do provide the necessary job security so that we 
don’t lose staff  like that, unless if staff  members are 
not honest, you know?” (Participant 1, Male, Top 
Management, Professor, African).

Th is was further supported by participant 2 who 
states that:

“Job security is also very important. Nobody would 
want to leave their comfortable job and get into a 
situation where you’re not too sure whether your 
job will be there tomorrow or not, things like that 
are what I believe to be important” (Participant 2, 
Male, Middle Management, Professor, African).

Sub-theme: Conference Opportunities and 
Publications 
Conference opportunities are one of the 
institutional practices in which the majority of 
top management pride themselves in. Most of the 
participants were of the opinion that academics 

TABLE 2: THEMES AND SUB-THEMES RELATING TO TALENT CULTURE RISK MANAGEMENT

Th eme Sub-themes Frequency Frequency 
Total

Management Support

Job Security 9 22
Conference Opportunities and 

Publications 7

Research Development 6

Physical Environment
Safety and Security 8 13
Accommodation 5

Institutional Strategy
Institutional Transformation 7 13

New Institutional Strategy 6
Psychological Work 
Environment

Student unrest 10 12
Administrative Support 2

Diversity Management
Racial tension 3 6

Equality 3
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are highly motivated by the fact that they have 
the opportunity to present one paper per year at 
an international conference, and the institution 
fully pays for the expenses. Th e managers 
who identifi ed the importance of conference 
opportunities stated the following:

“I just sign and I say go because I know that they 
bring in a lot of money when they publish so it’s 
worth my while. Th ere’s actually quite a lot of 
money available for academics. I think sometimes 
it’s diffi  cult for staff  to know the process of how to get 
it and sometimes it’s quite a long and complicated 
process with lots of forms that can be quite 
intimidating. I think we could possibly provide a 
lot more help with that so that the only thing the 
academic staff  member would have to do is to 
sort out their academic content and someone else 
could help to fi ll in forms because there is money” 
(Participant 4, Female, Middle Management, 
Professor, White).

Another participants added:

“Like I do conferences and then I will get people 
phoning me saying don’t you have a position for 
me because I hear that it is going well there. So, 
I think that is the culture that has been created 
by empowering people. I think that is something 
specifi cally on this campus, but especially on 
the faculty. (Participant 7, Female, Middle 
Management, Professor, White).

Sub-theme: Research Development 
Th e participants also highligted the institutional 
support for research development. As mentioned 
by some of the participants:

“Th e support that we provide makes us 
distinguishable. We are creating an environment 
that is conducive to research and that environment 
really talks about our funding towards it. Our 
budget is cute towards subsidising research projects 
and post-doctoral fellows. So that’s why you really 
end up with a competitive advantage” (Participant 
1, Male, Top Management, Professor, African).

Participant 10 however made a very interesting 
comment by stating that:

“Th ey (top management), have a teaching award 
given to deserving academics. Th ey also have 

research awards. Th ey should also have smaller 
awards for staff  that cannot reach the level of 
PhD or those who have presented at conferences” 
(Participant 10, Lower Level Management, PhD, 
Female, White).

Th eme 2: Physical Infrastructure 
Th e participants highlighted two central themes 
relating to the physical infrastructure namely: 
Safety and Security and the availability of proper 
accommodation.

Sub-theme: Safety and Security 
Safety and security are one the most sensitive 
issues in the work environment. Th e views of this 
sub-theme were largely infl uenced by the student 
unrest which led to management having to 
ensure that the staff  are well taken care of and that 
their safety should be a priority. Risks however 
emerged in the absence of appropriate security 
mechanisms:

“We don’t have eff ective policies like you’d fi nd in 
other universities in the States, where they have 
panic buttons everywhere and there are police on 
campus patrolling everywhere to make sure that 
staff  and students are safe, we don’t have that here. 
So if you think about the walls that have been built 
around and think that that will keep you safe, it 
will not keep anybody safe. (Participant 2, Male, 
Middle Management, Professor, African).

And

…we observe health and safety measures with 
respect to the laboratories, buildings, and then 
from time to time we ensure that the academic 
staff  is safe but then the disruptions on campus 
is something that we don’t have enough control 
over, yet” (Participant 3, Male, Top Management, 
Professor, African).

Sub-theme: Accommodation 
Th e accommodation issue surfaced when 
management was asked about how they deal 
with new employees and how they accommodate 
them in the university and outside. Some of the 
comments include:

“It is very risky because this area is not a civilised 
place and it is diffi  cult to attract people from the 
cities to come here. Housing is very expensive. So it 
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is very diffi  cult to attract people and say come and 
stay here. You look at the town and the place it’s so 
dirty and the Municipality is not doing their job 
and they strike a lot” (Participant 9, Male, Middle 
Management, PhD, White).

Th eme 3: Institutional Strategy 
Th e participants highlight two aspects that 
could create potential risks for the eff ective 
execution of the institutional strategy. Th ese 
include Institutional transformation and the new 
institutional strategy.

Sub-theme: Institutional Transformation 
Th e main aim of this part of the interview was to 
determine the views of management with regards 
to the current process of the merging of the three 
campuses, the eff ects, organisational structure and 
how they plan to implement the new institutional 
strategy. Th e responses were as follows:

“You see the diff erent campus thing, it’s going to 
be diffi  cult to have one kind of uniform way of 
working and doing things, but then we can strive 
for that which means that the environment may 
dictate certain variances here and there, but also 
other things that are at a strategic level, it’s almost 
like a number of senior people are retiring and will 
be leaving with the rich history and traditions of 
the university, those are the people that we might 
be losing. But also there has been quite a lot of 
change within the leadership of the institution, I 
think most of the people that are in leadership now 
have not spent more than 4 years in that sphere” 
(Participant 3, Male, Top Management, Professor, 
African).

As far as the new institutional strategy is 
concerned, the participants had the following 
comments:

“As far as I’m concerned in terms of the new 
institutional strategy, that’s no strategy at all. It 
has actually alienated the other campuses like us 
from the bigger picture which is the university 
because the way things have been done has been at 
the expense of this campus. When I looked at the 
strategy itself, the so-called transformation strategy, 
there’s nothing transformed about that strategy and 
I don’t see how it’s going to help us transform the 
institution.” (Participant 6, Middle Management, 

Professor, Female, African).

Another participant mentioned that:

“For the past year, of course, we’ve been going 
through a transformation process and through 
a new strategy and even for this year. I will be 
watching that with interest because whenever an 
institution goes through a change period, change 
in itself is not comfortable. People start to feel 
threatened. You might get people leaving because 
they’re not sure as to what the restructuring could 
bring for them you know; it’s a job security issue 
at the end of the day” (Participant 1, Male, Top 
Management, Professor, African).

Th eme 4: Psychological work environment 
Th e psychological work environment is the 
second theme which participants felt strongly 
about due to the current student unrest and their 
lack of safety.

Sub-theme: Student Unrest 
With the quest for an increase of access to a 
critical mass of students and the recent “fees must 
fall”, it is clear that there is a dire need for South 
African HEI to revisit the needs of students to 
avoid student unrest. Th e participants who felt 
strongly about the issue stated that:

“We also have a risk in terms of attracting good 
students. Th at is also a university right situation. 
But we do have students that will say that but 
there hasn’t been trouble in the other two campus 
so I am leaving, that’s not good. We cannot control 
that so I think that student unrest is a huge risk” 
(Participant 10, Lower Level Management, PhD, 
Female, White).

And:

“We also have a problem of political infl uences 
and the student unrest on the campus and that 
also infl uences the funds that we get from private 
companies. Th ose guys will not be willing to help us 
if we are involved with such things” (Participant 9, 
Male, Middle Management, PhD, White).

Sub-theme: Administrative support 
With regards to administrative support, 
management felt that most staff  are not satisfi ed 
with the amount of paperwork that comes with 
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the execution of teaching and learning. Th ey 
also indicated that sometimes the academics are 
discouraged from attending conferences due to 
the amount of paperwork that needs to be done 
before and aft er the conference. Some participants 
stated that:

“Some of the challenges I think are just the actual 
administration of things. As I said, if you’ve got to 
fi ll in 101 forms before you get money, then you’ll 
think well, it’s too much eff ort, I won’t do it. So, it 
needs to be made easier for academics, not too much 
red tape. Th ere are a lot of things like when we fi ll in 
forms and send them from here and they get stuck 
at the Institutional offi  ce, or the management comes 
back and says no, do it a diff erent way and we say, 
but we’ve always done it this way.” (Participant 4, 
Female, Middle Management, Professor, White).

And also:

“Some academics get frustrated with administrative 
issues when it comes to purchasing things or 
getting things. Salaries are a major risk because, 
for example, the government off er better salaries 
that we cannot match. So it is very diffi  cult for 
us to retain people” (Participant 9, Male, Middle 
Management, PhD, White).

Th eme 5: Diversity 
Th e participants highlighted two factors that 
impacts the eff ective management of a diverse 
workforce in a newly merged institution: Racial 
Tension and Inequity. Th e views of the participants 
regarding racial tension stem from the merger 
to which the higher education institution was 
exposed to. Management is concerned on how 
these campuses that are vastly diff erent in terms 
of their cultures will function as one. Th ese are 
some of their views:

Participant 1 stated that:

“At the moment, we are looking for a unitary 
institution we are looking at the issues of the 
same culture across the university. Th ere is a bit 
of a risk when you start to talk about diversity. 
Th is is because people look at that as the same 
as you start talking about affi  rmative action. 
Diversity is important and so that becomes a racial 
issue…so you need to be very careful in terms of 

how you handle the issue. It is important to get 
people to embrace and understand the value of 
diversity without necessarily saying that we have 
to raise black authority” (Participant 1, Male, Top 
Management, Professor, African).

Some of the views indicated by participants 
regarding equity are the following:

“Th en the other challenge is also that for anything 
that needs to be implemented, you need all of us to 
agree therefore it takes time to actually implement 
things across the system. Also the willingness of 
people to actually embrace issues of equity and then 
also having diverse individuals within their staff  are 
part of the challenges that would be encountered” 
(Participant 3, Male, Top Management, Professor, 
African).

Th is was supported by participant 1 who stated:

“Th e backgrounds of our staff  members are so 
diverse and it’s always a problem in terms of how 
do I really address them in a way that I’d say is 
equitable, you know. Others come from historically 
advantages campuses, others from advantaged 
campus backgrounds. Th e university needs to be 
an environment where they can grow culturally.” 
(Participant 1, Male, Top Management, Professor, 
African).

DISCUSSION 
Th e main objective of this research was to explore 
the institutional talent culture risks in a selected 
higher education institutions. Five factors were 
identifi ed that could pose potential risks for 
talented academic staff : Management support, 
Physical infrastructure, Institutional strategy, 
Work environment and Diversity management. 
Th e participants in this study were of the 
opinion that the institution provide suffi  cient 
opportunities for career development for staff  
in terms of conference attendance, furthering 
qualifi cations, research grants, and teaching 
awards. In line with Lesenyeho (2017) and Th eron 
et al (2014), higher education management can 
reduce human capital risks and retain academic 
staff  members by establishing a talent culture 
whereby talented staff  can fl ourish and perform. 
Unfortunately the restructuring of the higher 
education institution also presents threats to the 
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job security of individuals which are not always 
within control of higher education management. 
In contrast with the fi ndings of Chipunza and 
Gwarinda (2010) the participants in this study 
recognises the potential risks associated with 
mergers.

Th e physical infrastructure of the higher education 
institution emerged as a risk in this study. Some 
participants alluded to the fact that they did not 
had adequate safety and security mechanisms in 
place during student riots. Th e fi ndings echoed 
those of Pilane (2016) whereby academic staff  
were unsafe and unable perform at their work 
(see Vischer, 2007). Academics may come to the 
conclusion that HEIs is not a “good workplace” 
(see Guest, 2007). Poor work environments 
undermines the ability of academic staff  members 
to produce quality work (see Schulze, 2008) and 
enhance their turnover intentions (Th eron et al., 
2014).

Th e participants highlighted concerns regarding 
the institutional strategy. From the responses it 
was evident that the higher education institution 
lacks a clear institutional strategy fl owing from 
the merger. Th e results are in line with the 
study of Arnolds et al (2013) that pointed out 
the inability of higher education institutions to 
achieve the transformational and merger goals 
set by the South African government. In the 
absence of a clear strategic vision and direction, 
it is not surprising that the participants perceived 
a lack of diversity management initiatives to 
instil a unitary culture for the higher education 
institution. Moreover the participants were of the 
opinion that the backgrounds of staff  members 
in the merged institution are so diverse, that it 
would be diffi  cult to obtain equality. As indicated 
by previous researchers (Cross, 2004; Vermeulen, 
2011) multiple diversities in a country aff ect 
the implementation of diversity management 
in higher education. In line with Naidoo (2015) 
higher educational management need to make a 
decision as to whether diversity will be threat or a 
possibility to their institution.

Value add of the study 
Th is research makes important theoretical and 
practical contributions. From a theoretical point 
of view this research contributes to the limited 

scientifi c knowledge that currently exists on the 
institutional risks relating to talent management. 
Th is research further identifi ed some theoretical 
building blocks for the construct of institutional 
talent culture risks. From a practical perspective 
this research highlights the importance of 
management support for talent management 
in either preventing or mitigating talent culture 
risks. A lack of management support for talent 
management translate itself into other talent 
culture risks such as physical and psychological 
unsafe work environments. Management and 
leaders are the custodians of an enabling talent 
culture. Th is requires of higher education 
management to development a clear and visible 
strategy for higher education institutions that will 
drive the achievement of success through talented 
academics.

Limitations and Recommendations 
Th is research had some limitations. First this 
study was limited in terms of a scarcity of talent 
risks management research and literature within 
the higher educational domain. More research is 
required to develop a sound theoretical base for 
talent management in general. Th is research was 
limited to the perceptions of managerial staff  as 
well at a selected higher education institutions. 
As such the fi ndings cannot be generalised to 
other higher educational staff  or higher education 
institutions. Future research can benefi t from 
including other higher educational stakeholders 
and institutions to obtain a holistic overview 
on institutional talent risk management in 
higher education institutions. Th e fi ndings of 
this research can be used to develop a survey to 
evaluate the talent risk culture of higher education 
institutions.

CONCLUSION 
In conclusion, this research emphasised the 
importance of detecting the talent culture risks 
for academic staff  in South African higher 
education institutions. Quality academic staff  is 
critical for the sustainability and competitiveness 
of any higher education institutions. No higher 
education institution can aff ord to lose key and 
competent staff  because of poor infrastructure, a 
lack of strategic direction or inequity practices. 
Higher education managers are therefore 
encouraged to develop appropriate strategies to 
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minimise academic staff  exposure to institutional 
risks.
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ABSTRACT 
Since the proclamation of the Restitution of Land 
Rights Act, Act 22 of 1994, limited progress has 
been made in realising its main goals, “To restore 
land and other restitution measures to people 
dispossessed by racially discriminatory legislation. 
Th e main objective of this research was to explore 
the factors aff ecting the implementation of a land 
restitution programme in the Northern Cape. Th e 
data collection methods included, among others, 
focus group discussions and in-depth, semi-
structured interviews. Th e method of analysis 
was a grounded theory approach within the social 
constructivist paradigm, which is most suited 
where there is an absence of theory underpinning 
a research area. Th e present study identifi ed that 
the South Africa’s Land Reform Policy lacks an 
appropriate policy evaluation framework. Th e 
research also revealed that the Land Reform 
Policy requires evaluation, which entails the 
participation of several role-players working in 
conjunction to achieve enhanced levels of access 
and delivery of the policy’s programmes. Th e 
critical roles of government staff  and stakeholders 
or communities aff ected by the Policy are outlined. 
Th e proposed conceptual framework for the Land 
Reform Policy may be useful in addressing the 
impediments to the successful implementation of 
the Restitution Programme.

Keywords: African National Congress, evalua-
tion framework, Land Claims Commissioner, 
monitoring and evaluation, National Evalua-
tion Policy Framework 

INTRODUCTION 
A major criticism of the policy approach by 
the South African government is the continued 
exclusion of the voices of the poor from policy 
formulation and implementation process; that 
those who are most aff ected by policy are the 
most excluded. Th e relevant piece of legislation, 
the Restitution of Land Rights Act 22 of 1994, 
may have yielded some restoration through 
land claims. However, some of the historical 
groupings in South Africa, such as the Khomani 
San, may be an example of claimants who were 
failed by the process. Moreover, in his State of the 
Nation Address of 14 February 2013, President 
Jacob Zuma stated that “there are proposed 
amendments to the Restitution of Land Rights 
Act, 22 of 1994 to provide for the re-opening of 
the lodgement of restitution claims, by people 
who missed the deadline of 31 December 1998. 
Th e President further emphasised that what is to 
be explored are exceptions to the June 1913 cut-off  
date, to accommodate claims by the descendants 
of the Khoi and San as well as heritage sites and 
historical landmarks” (Mail & Guardian: 2013).

De Villiers (1999:8) explains the scenario of 
apartheid land ownership in South Africa as one 
where “the control of land was the backbone of 
grand apartheid with white domination having 
a grave consequence with regards to land 
ownership, especially for Africans. Th e settlement 
segregation and the deliberate repression of land 
rights may be evident in how black people were 
forcibly removed by the apartheid government 
where many Black people lost land tenure rights 
to the minority of white people.” Th e peoples’ 
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newly elected democratic government of South 
Africa in 1994 marked the end of a regime that 
once segregated access to land based on race. Th e 
primary legislation of the land, the Constitution 
the Republic of South Africa, mandates the 
government to ensure equitable land distribution 
among South Africans, thereby tasking 
government with addressing the injustices and 
consequences of the 1913 Natives Land Act (later 
renamed the Bantu Land Act and thereaft er the 
Black Land Act, as it is referred to hereaft er).

Aft er the 1994 elections, the newly elected 
African National Congress (ANC) formulated 
the Land Reform Policy based on three principles: 
land restitution, land tenure reform, and land 
redistribution. Th e commitment by the South 
African government was to institute a wide 
range of programmes to ensure that previously 
disadvantaged ethnic groups gained access to 
land. An attempt to introduce legislation that 
facilitated the process was the White Paper on 
South African Land Policy (April 1997), which 
was an outcome of a public consultation process. 
It set the vision and implementation strategy 
for South Africa’s Land Reform Policy, dealing 
with both urban and rural environments, to 
redress the injustices of apartheid, foster national 
reconciliation and stability, strengthen economic 
growth, improve household welfare, and 
alleviates poverty (White Paper on South African 
Land Policy 1997). Kondlo (2011:927) states 
that “many communities lost land as a result of 
betterment policies and somehow feel ‘robbed’ by 
the restitution policy. Firstly, the cut-off  date for 
the lodgement of claims (31 December 1998), as 
well as the date before which the claim cannot be 
made (19 June 1913) are a source of frustration 
among many communities who failed to lodge 
within the timeframes and also have claims dating 
back before the period prescribed in the Act.”

Problem Statement 
South Africa’s Land Restitution Programme 
has defi ciency of an appropriate evaluation 
framework. Th e defi ciency of such an evaluation 
framework may have led to government’s 
inability to ensure that the implementation of the 
Restitution Programme takes into consideration 
all competing interests, including the number of 
claims registered and unregistered, the window 

period, the institutions required, and the procedure 
to be followed, so that the government may carry 
out its land reform mandate. Th e Constitution 
of the Republic of South Africa, Section 25 (7), 
describes the Restitution Programme as a rights-
based programme in that eligible claimants have 
the right to restoration of, or compensation for, 
land of which they were dispossessed aft er 19 
June 1913. Restitution was not done in the way 
envisaged by the Commission on the Restitution 
of Land Rights.

Against this background our main objective 
is to determine the factors aff ecting the 
implementation of a land restitution policy in the 
Northern Cape Province.

LITERATURE REVIEW 
Policy and Programme Evaluation 
Wall (1994:1) states that “evaluation is a purposeful, 
systematic, and careful collection and analysis of 
information used for the purpose of documenting 
the eff ectiveness and impact of programs, 
establishing accountability and identifying areas 
needing change and improvement.” In support, 
Trochim (2010:1) postulates that “Evaluation is 
the systematic assessment of the worth or merit 
of some object. Evaluation is the systematic 
acquisition and assessment of information to 
provide useful feedback about some object.” From 
the latter, it is clear that evaluation has as purpose 
determining the outcomes of activity undertaken 
to achieve certain objectives. Findings resulting 
from evaluation can be used as lessons to 
implement projects, programmes, and policies 
effi  ciently and eff ectively in future.

Rutman and Mowbray (1983) argue that policy 
evaluation is “the use of scientifi c methods to 
measure the implementation and outcomes of 
policies for decision-making process.” While 
Chelimsky (1989) describes policy evaluation as 
“the application of systematic research methods 
to the assessment of its design, implementation, 
and eff ectiveness.” Milakovich and Gordon 
(2001) defi ne policy evaluation as “systematic 
measures and comparisons which provide specifi c 
information on program results to senior offi  cials 
for use in policy or management decisions.” 
Cloete (2009:295) states that policy evaluation 
is “the systematic judgment or assessment of 
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policy programmes. It can include a systematic 
evaluation of resources, organizational processes 
to convert such resources into policy outputs or 
products, and the extent to which these policy 
programmes have the intended results in the 
form of outputs, outcomes or impacts, measured 
against envisaged goals and objectives.”

Challenges of Policy & Programme Evaluations 
According to Madzivhandila, Griffi  th, and 
Fleming (2004:12), “the theory of evaluation 
is built on a dual foundation of accountability 
(accounting for actions and resources) and social 
inquiry (a concern for employing a systematic 
and justifi able set of methods).” An evaluation is 
a process of collecting information, making value 
judgments, and then using these in decision-
making, which leads to action.

Evaluation investigates three components: the 
process, the product, and its use (Demarteau 
2002). Due to a dearth of studies on the topic of 
evaluation, it is critical to devise mechanisms to 
improve evaluation in order to enhance policies, 
legislation, and programme decision-making, 
creating “the capacity or power of persons or 
things to produce eff ects on others by intangible 
or direct means” (Kirkhart 2000:5). In most 
instances, the government implements policies 
using programmes. Th erefore, the evaluation of 
such programmes could be a means of evaluating 
policy performance. Policy evaluation is faced 
by a series of challenges that makes it diffi  cult to 
formulate eff ective evaluation frameworks (Sawin 
2000:232). Th ese may be some of the reasons 
why many policies are not evaluated, or why 
governments are reluctant to evaluate policies. It 
is important to uncover some of the underlying 
reasons why this is a common occurrence, and 
whether it can be attributed to a government’s 
inability or neglect to evaluate its policies. 
Winbush and Watson (2000:303), Greene et al. 
(2003:181), Demateau (2002:455), the Tavistock 
Institute (2003:14), and Weiss (2005:1) argue 
that evaluation having varied roots has resulted 
in a diversity of complex theoretical models 
and diff erent perspectives on what constitutes 
evaluation and what needs to be valued.

Critical Policy Evaluation 
Harrel et al. (2010:2) argue that “asking questions 

about policy evaluation helps determine which 
type of evaluation should be pursued because 
the design of any evaluation begins by defi ning 
evaluation fi ndings, what they need to know, 
and when.” It is therefore important to critically 
question the use of evaluation use and its purpose 
by considering the following issues:

• Is evaluation only about drawing conclusions 
regarding the merit or worth of a policy or a 
programme (Sawin 2000:232)? 

• Are evaluative conclusions more important 
than learning (Sawin 2000:232)? 

• What should the focus of evaluation be 
(Chacon-Mascoso 2002)? 

• Should evaluators consider formative (ex-
ante) or summative (ex-post) evaluations 
more meaningful than the other (Wholey 
1996)? 

• Should an external or internal evaluator be 
used (Ray 2006; Yang and Sheng 2006)? 

• Is participatory evaluation a diff erent fi eld and 
the best way to evaluate (Patton, 1994:313)? 

• Is empowerment evaluation a diff erent fi eld 
and the best way to evaluate (Miller and 
Campbell 2007:297)? 

• Is responsive evaluation a diff erent fi eld and 
the best way to evaluate (Abma, 2006:31)? 

• To what extent should evaluation be driven by 
theory (Van der Knaap 2004:16)? 

Historical Overview of M&E in the South 
African Public Sector 
According to African Monitoring and Evaluation 
(2012:7), the key issue with the confi guration 
of systems was summarised by Robert Picciotto 
(2009) questions: “What happens when you 
possess low demand and high supply? It is said 
that this is when monitoring takes over evaluation 
and monitoring masquerades as evaluation.” In 
other words, when monitoring is the dominant 
part of a government’s M&E system, it indicates 
that there is weak demand from decision-makers 
for evidence. Government must not assume 
that, when it is conducting monitoring, it is also 
performing evaluation. Further, attention to one 
should not dominate the other.

It was anticipated that the Public Service 
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Commission (PSC) would standardise the 
manner in which M&E is conducted throughout 
government, to allow information to be extracted 
from all spheres of government (PSC, 2008a). 
Th e PSC’s mandate is contemplated in Chapter 
10 of the Constitution of the Republic of South 
Africa, which outlines the following core values 
and principles governing public administration:

• A high standard of professional ethics must be 
promoted and maintained. 

• Effi  cient, economical, and eff ective use of 
resources must be promoted. 

• Public administration must be development-
oriented. 

• Services must be provided impartially, fairly, 
equitably, and without bias. 

• People’s needs have to be responded to, and 
the public must be encouraged to participate 
in policy-making processes. 

• Public administration must be accountable. 
• Transparency must be fostered by providing 

the public with timely, accessible, and accurate 
information. 

• Good human resource management and 
career-development practices to maximise 
human potential must be cultivated. 

• Public administration must be broadly 
representative of the South African people, 
with employment and personnel management 
practices based on ability, objectivity, fairness, 
and the need to redress the imbalances of the 
past, to achieve broad representation. 

If a government tends to focus more on 
monitoring instead of evaluation, monitoring may 
need to be dealt with separately from evaluation. 
Alternatively, measures or guidelines need to 
be put in place to ensure that when monitoring 
and evaluation are performed in parallel; neither 
should be favoured over the other. Because M&E 
are two very broad subjects, they may require 
dedicated human and capital resources to execute.

Th e Land Reform Policy 
Land Reform through restitution was one of the 
elements of the Constitution negotiated between 
the ANC and the NP in the early 1990s. Th e 
ANC’s Constitutional Committee understood 

constitutionalism as a way to enshrine rights and 
to direct state activity towards the achievement of 
the popular aspirations that infused the struggle 
against apartheid (Everingham and Jannecke 
2005:548). Acts related to restitution became 
legislation with a Constitutional mandate, and 
may therefore not in practice to contradict or 
confl ict with the Constitution.

Th e repealing the 1913 and 1936 Black Land 
Acts in 1991 and establishing an Advisory 
Commission on Land Allocation with the 
purpose of settling all claims before the political 
transition to democratic rule could be completed. 
However, the momentum of community 
campaigns frustrated the apartheid government’s 
attempt to pre-empt future claims by Claimant 
communities organised unifi ed fronts during this 
period of political and legal fl ux, until an interim 
Constitution took eff ect in 1993. Th e outcome of 
the above work by government and communities 
refl ected both the general contours of the 
political confl ict over the property clause and the 
limited alternatives available to the parties, from 
recognition of existing property rights, on the 
one hand, to the recognition of land claims, on 
the other (Everingham and Jannecke 2005:548).

According to Hall (2003:33), “restitution has 
not been adequately monitored. Monitoring 
and evaluation information on the Restitution 
programme is characterised by a lack of detail, 
including a lack of disaggregated data and baseline 
information. Th ere is, at present, no national 
project list from which such data can be regularly 
and reliably extracted. Because no system exists 
to monitor projects in the post-transfer phase, 
little or nothing is known about the contribution 
of restitution to the livelihoods of claimants.”

Th e Question of 1913 Cut-Off  Date 
Th e 1913 Land Act served as a basis for the 
establishment of reserves, otherwise known as 
Bantustans or homelands, which were designed 
by colonial and apartheid governments to serve 
as territories in which Blacks could self-govern 
(Kepe 2012:393-394). Th is is why restitution 
legislation initially set 1913 as the cut-off  date. 
Th e land claims adjudication adopted a rights 
enquiry paradigm between 1994 and 1996. An 
assessment was made on the rights of individuals, 
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groups, and communities. Confl icting land claims 
denoted ‘complex situations’ of ‘overlapping 
claims.’ Claims to property rights before the 
1913 Natives’ Land Act were prohibited. Derek 
Hanekom, Minister of Agriculture and Land 
Aff airs during the administration of President 
Nelson Mandela (1994–99), believed that land 
restitution should focus on communities with 
legitimate claims, to avoid mass occupation and 
confi scation of white-owned land. Government 
could then justify its actions as based on the 
signifi cance of birthplaces and gravesites to older 
generations and the promise of a better life for 
younger members of a community who lived in 
informal urban settlements (Everingham and 
Jannecke 2005:548).

Th e purpose of the Land Restitution Programme 
is to promote reconciliation and serve justice 
by restoring land (or paying compensation) to 
persons or communities dispossessed of their land 
rights aft er 19 June 1913 (White Paper on Land 
Reform 1997). Although the 1997 White Paper 
states that claims for land lost before 1913 may, in 
some cases, be accommodated by the minister in 
“terms of preferential status” in the Redistribution 
or Tenure Reform Programmes, the cut-off  date 
probably excluded the vast majority of aff ected 
land in South Africa. Indigenous South Africans 
had already lost most of their land by the time the 
1913 Black Land Act came into eff ect. According 
to the Mail & Guardian (2002), NGOs and aff ected 
communities have consistently challenged and 
questioned the applicability of the 1913 cut-off  
date. In July 2002, COSATU, in a press statement, 
stated that it would push for the amendment of 
the Restitution of Land Rights Act 22 of 1994 to 
accommodate those who lost land before 1913.

RESEARCH DESIGN 
Th e study followed a qualitative approach, and to 
be more specifi c, a grounded theory approach to 
the study was applied. Henning, Van Rensburg 
and Smit (2004: 3) state that qualitative studies 
focus on questioning the nature of phenomenon 
with the purpose of describing and understanding 
them from the participants’ point of view. 
Hofl und (2013: 472) makes an observation that “a 
qualitative approach also allows one to describe 
the “naturally unfolding program processes, 
impacts and allows for a certain richness in 

the research such as the participants’ thoughts, 
opinions, and experiences are captured in their 
own words that one may not be able to get through 
the use of another. Th at is, a qualitative approach 
allows one to “lift  the veils” surrounding an area 
of study”.

Sample 
Th e study utilizes purposive sampling data 
collected from the institutions dealing with 
restitution policy in the Northern Cape Province. 
Respondents are composed as follow:

• Th e Regional Department of Rural 
Development and Land Reform in Northern 
Cape (Commission on Restitution of Land 
Rights); 

• Th e Land Claims Court; and the 
• Th e Land Bank. 

From each of the above mentioned government 
entities, one (1) offi  cial/manager responsible for 
the Land Restitution Programme has participated 
in sampling. Th is is because the focus or interest 
of the study is on how each government entity 
relate to Land Restitution Programme. Suffi  ce 
to say only one experienced or knowledgeable 
offi  cial responsible for the management or 
administration of Land Restitution Programme in 
each mentioned government entity was relevant 
for the sample of the study.

For the purpose of the study, focus groups were 
used because they provided the researcher with 
insights into how people think and provide a 
deeper understanding of restitution areas as a 
phenomena being studied. It was the believe of the 
researcher that focus groups are group interviews 
that gave the researcher the ability to capture 
deeper information more economically than 
individual interviews from the said communities 
being brought together under one roof as a 
focus group. One (1) community fi gure from the 
communities of Dikeying, Metsimatala, Majeng, 
Pniel, and KhoiSan, was represented on the focus 
group interviews. Th is means that focus group 
discussions had one member per the identifi ed 
community.

Research Methodology 
A qualitative approach was used for this study 
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for several compelling reasons. In general, a 
qualitative research methodology is particularly 
useful in discovering the meaning that people 
give to events they experience (Bogdan & Biklen, 
2003; Denzin & Lincoln, 2000). Explicitly, a 
qualitative approach is acceptable when the nature 
of research questions requires exploration (Stake, 
2000). Qualitative research questions oft en begin 
with how or what, so that the researcher can gain 
an in-depth understanding of what is going on 
relative to the topic (Patton, 2002). Secondly, 
a qualitative study sanctions the researcher to 
explore phenomena, such as feelings or thought 
processes that are challenging to extract or 
learn about through conservative research 
methods (Strauss & Corbin, 1998). Hence, for 
the present study, participants’ perceptions and 
lived experiences were explored (Jones, Torres, 
& Arminio, 2006) with regards to the reduction 
of obstacles that interrupted learning. Th irdly, 
qualitative research methods are the most suitable 
approach when studying phenomena in their 
natural settings (Denzin & Lincoln, 2003), and 
when attempting to understand social processes 
in context (Esterberg, 2002).Th e current study 
focused on participants’ experiences of addressing 
behavior problems in the Land Reform Policy and 
its Restitution Programme. Fourth, qualitative 
methods emphasize the researcher’s role as active 
participant in the study (Creswell, 2005). For the 
current study, the researcher was the key role-
player in data collection, and the interpreter of 
data fi ndings (Stake, 1995). Moreover, Jones, 
Torres, and Arminio (2006) postulated, that the 
intent of qualitative research is, through in-depth 
examination, to elucidate and better understand 
the full lives of human beings and the world in 
which they live

Th erefore, the present research was a qualitative 
research study, and grounded theory was used to 
formulate a conceptual framework for the Land 
Reform Policy of South Africa, with specifi c 
reference to implementation of the Restitution 
Programme, using the case of the Northern Cape.

Data Collection 
Th e primary data were gathered through a series 
of in-depth interviews with senior government 
offi  cials from two government institutions 
dealing with restitution matters. Furthermore, 

focus group discussion sessions were held with 
representatives of fi ve aff ected communities 
in the Northern Cape. Th e interviews were 
semi-structured and the researcher asked 
open-ended questions derived from previous 
studies, the research questions, and literature on 
policy evaluation studies. Th e duration of the 
interviews was between 45 minutes to an hour. 
In the each cycle, both the government offi  cials 
were interviewed, and focus group sessions were 
held with the representative from the aff ected 
communities. Th e interview agenda items were 
constantly adapted, due to the results of the 
previous analyses. Triangulation was applied 
to relate agenda items, observation results, and 
interview data of the diff erent samples.

Data Analyses 
For the purpose of this research the Creswell’s 
(2009) six steps data analysis process was followed 
and, even though these steps are described in 
linear order, Creswell depicted “an interactive 
practice” to analysis. Th at is to say, there is a 
recursive element to following these steps—the 
process is not simply a static, linear order of 
analysis.

• Step 1: Organize and prepare the data for 
analysis (p. 185). During this step, the 
researcher reviewed audio tapes from 
interviews and transferred into word 
document transcripts. 

• Step 2: Read through the data (p. 185). Th e 
researcher considered the overall meaning to 
attain a general sense of the information and 
ideas that the participants conveyed. 

• Step 3: Begin detailed analysis with the coding 
process (p. 186). Creswell’s procedure was 
followed in order to organize the material into 
sections by taking the text data and divides 
sentences into categories. Categories were 
then labeled with labels based on the actual 
language from the participants. 

• Step 4: Use the codin g process to yield a 
description of the setting or people as well 
as categories for these for analysis. (p. 189). 
Hence, this process was then utilized to 
generate codes for the categories, which then 
led to specifying a small number of categories 
or themes. Furthermore, themes that emerged 
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TABLE 1: THE THEMES AND SUB THEMES OF THE CODING PROCESS

Category Concept/Property

Management

Relevant experience
Commission has capacity constraints 
Claims need to be attended to urgently, or they may fall beyond the set time 
frame
Community disputes for restored areas are normally referred to the 
Executive Authority for remedial action
No dedicated personnel focusing on researching land restitution matters

Planning

Systematic intervention for the gaps and challenges 
Conduct review and improve on good work
Targets broken down into quarters and evaluated
Conduct review and improve on good work
Uncertain on the needed time to complete restitution
Five-year period is an endeavour to manage the process
Targets are linked to the budget
Availability of budget determine the outcomes

Evaluation

Evaluation is a constant process
Quarterly reviews
No consistent evaluation of policies
Accommodate lessons learnt
KhoiSan Summit was a form of evaluation
Analysis of work done and identifi cation of gaps
Requisite intervention, which is an annual event
Until 2019, the process would tell what needs to happen next
Aft er fi ve years, an evaluation will have to be conducted 
Cannot be addressed and closed in 5-10 years

Policy engagement/
development

No policy evaluation framework
Restitution is a complex fi eld 
Gather suffi  cient claims
Minister acknowledge challenges and failures of Land Reform Policy
Need for action and research-oriented legislative process/policy review 
process
Engage communities to seek support
Consultation on proposed amendment is fundamental
Communication with various strata ‒ NGOs, CPAs, and general public
Minister acknowledge challenges and failures of Land Reform Policy

Community 
development/
facilitation

Structured approach when engaging communities
CPAs are our entry point
We do not come and meet the community alone 
CPAs mobilises and facilitates the community on our behalf
Capacitation of CPAs through governance training manual
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and grouped were analyzed from the various 
opinions into an overall description for this 
research. 

• Step 5: Advance how the description of the 
themes will be represented in the qualitative 
narrative (p. 189). For this step, the nascent 
themes were entwined into narrative passages, 
so that the fi ndings emerged soundly from the 
participants’ responses. 

• Step 6: Interpret the meaning of the data (p. 
189). Creswell acknowledges that a researcher’s 
own background plays just as a signifi cant 
part of the meaning making process as a 
researcher’s reliability to a theoretical basis. 

FINDINGS 
In the axial coding process, the 78 concepts 
were grouped into six main categories: (1) 
Management, (2) Planning, (3) Evaluation, (4) 
Policy engagement/development, (5) Community 
development/Facilitation, (6) Work arrangement, 
and (7) Intergovernmental/interdepartmental 
relations.

Th ese main categories’ the concepts/properties 
and dimensions are listed below. Th ese concepts 

and sub-categories relate to the main categories 
that helped to answer questions, the Who? 
Where? Why? When? and How? of the specifi c 
category.

During the data analysis phase, a few 
relationships were identifi ed. Th e relationships 
between the diff erent categories and concepts are 
demonstrated below. Th ese are early hints that 
help one to understand and explain the data, as 
well as assist in building theory in the selective 
coding aft er all data have been collected and 
analysed. Th e relationships and drawings are a 
way of memorizing thoughts about the data, as 
recommended by Corbin and Strauss (2008).

Relationship 1: Management issues such as the lack 
of dedicated personnel focusing on researching 
land restitution matters lead to poor; planning, 
which results in uncertainty in the needed time 
to complete restitution. Th e above relationship 
is underpinned by the admission of Department 
of Agriculture, Rural Development and Land 
Administration (DARDLR) and that there are 
no dedicated personnel focusing on researching 
land restitution matters. One example of such an 

Work arrangement and 
intergovernmental/ 
interdepartmental 
relations

   Restitution land claims mobile offi  ces
   Service three provinces of NC, WC, & FS
   Duration of 5 years to open and settle claim
   Th e political offi  ce always intervenes and mediates
   We do not to deal with the lodging of the claims

FIGURE: 1 RELATIONSHIPS BETWEEN THE FACTORS BASED ON THE ANALYSES
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admission was that research is needed to avoid 
overlapping claims and how it should be used to 
benefi t the whole re-opening process of claims

Relationship 2: As a key stakeholder to the CRLR, 
there is acknowledgement by Senior Management 
that the Commission has capacity constraints, 
which are exacerbated by Work arrangements 
and intergovernmental/interdepartmental 
relations. Th e land claims mobile offi  ces have to 
service three Provinces. Th e above relationship 
shows how limited resources may aff ect the 
required service for the province. Th is means that 
communities may expect to receive such services 
either at certain intervals when such resources are 
available, or once off , or on an ad hoc basis.

Relationship 3: During Planning, targets are 
allocated to quarters and evaluated. For Evaluation 
purposes, there is no consistent evaluation of 
policies. Th e above relationship shows that the 
concentration of planning is on achieving the set 
annual targets by evaluating their achievement on 
a quarterly and/or annual basis. Th ere is, however, 
an admission that policies are not necessarily or 
consistently evaluated. Th is is confi rmed by the 
admission of the Offi  cial of the DARDLR that 
they do not evaluate policies consistently, but 
rather do the monitoring and evaluation of their 
services/targets on a quarterly basis to comply 
with the Government Programme of Action or 
Planning and Reporting Cycle.

Relationship 4: Th e KhoiSan Summit was a 
form of Evaluation, and there is a structured 
approach when engaging communities for Policy 
development. Th e above relationship shows that, as 
part of re-opening of the lodgement of claims and 
the amendment of the Restitution of Land Rights 
Act, the government used the KhoiSan Summit 
as an evaluation platform. Th e relationship 
below demonstrates that the Department makes 
use of organised community formations such 
as community property associations (CPAs) in 
engaging on policy development. Given the varied 
capacities of CPAs, they need to be capacitated in 
dealing with legislative matters.

Relationship 5: Consultation on proposed 
amendments is fundamental when dealing with 
Policy engagement/development. CPAs mobilise 

and facilitate the community on behalf of the 
Department. For Community development, the 
Department oft en capacitates CPAs through 
a governance training manual. Communities 
need to be capacitated to partake in crucial 
programmes such as policy-making processes. 
Th e capacitation of communities benefi ting 
from restitution or those who have been given 
land back is crucial, in that they may advise the 
government on restitution processes or legislative 
obstacles stifl ing restitution in the province. Th e 
following diagram is a demonstration of the 
infl uence of evaluation on the Land Restitution 
Programme by DARDLR. In the light of the 
preceding relationships the following framework 
are presented on the evaluation of the land 
restitution programme on the DARDLR.

DISCUSSION 
Th e main objective of this research was to 
determine the factors aff ecting the implementation 
of a land restitution policy in the Northern Cape 
Policies. Aft er the analysis of the data from the 
interviews with the DARDLR, 45 concepts were 
identifi ed and grouped into six main categories. 
Th e relationships show that the lack of policy 
evaluation systems, among other constraints, 
infl uences the ability of the Department to 
gauge whether or not it is achieving its set policy 
objectives. Communities are involved to a limited 
extent in capacity-building programmes for 
community structures such as CPAs. However, 
the Department could not demonstrate the active 
participation of these organised formations in the 
dialogues and amendment of the Act.

While the government has addressed some of 
the historical justices by providing redress to 
victims of dispossession, serious limitations 
have characterised the Restitution Programme, 
including the slow pace of processing and settling 
claims; the subordination of land restitution 
to property rights; the majority of claims have 
been settled through monetary compensation; 
inadequate provision of post-settlement support 
and inability to link with broader development 
initiatives; problems experienced by CPAs; 
institutional defi ciencies, including understaffi  ng 
and high staff  turnover rates; lack of a delegated 
authority, leading to tension between the CRLR 
and the DLRRD and an overall lack of institutional 
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capacity; and exclusion of signifi cant numbers of 
people and communities.

Communities need to be capacitated to partake 
in crucial programmes such as policy-making 
processes. Th e capacitation of communities 
benefi ting from restitution or those who have 
been given land back is crucial, in that they may 
advise the government on restitution processes 
or legislative obstacles stifl ing restitution in the 
province. Th is issue alone provides justifi cation 
for a Land Reform Policy evaluation framework to 
inform government on communication strategies 
to reach the majority of those individuals and 
communities who were unable to lodge restitution 
claims by the 31 December 1998 cut-off  date.

VALUE ADD OF THE STUDY 
Th is research contributes to the scarcity of 
empirical knowledge that currently exists on 
land restitution in South Africa. Th e proposed 
fi ndings, apart from enhancing policy and 
programme re-orientation, implementation, 
effi  ciency and viability, may also serve to 
remedy the limitations of the current Land 
Restitution Programme, specifi cally its exclusive 
nature, issues surrounding the re-opening of 
lodgement of claims, the window period, and 
reaching aff ected communities and interested 
parties. Enhancing current the Government-
wide Monitoring and Evaluation System 
(GEM&ES) for ascertaining the eff ectiveness 
of the Land Restitution Programme will aid 
achieving the intended objectives. Th is requires 
the development and monitoring of indicators 
that are specifi c, measurable, achievable, and 
relevant as well as time bound (SMART), as well 
as the design of participatory mechanisms for 
all relevant community stakeholders and their 
structures to provide input regarding programme 
implementation and impact.

LIMITATIONS 
Th e study is subject to certain limitations. Th e 
researcher had intended to collect data from 
the Department of Rural Development and 
Land Reform, the Northern Cape’s provincial 
Department of Agriculture, Rural Development 
and Land Reform (DARDLR), the Regional 
Commission on Restitution of Land Rights 
(RCRLR), and the Land Claims Court. However, 

only the provincial DARDLR in the Northern 
Cape and the regional CRRLR granted the 
researcher the permission to conduct research in 
their respective departments. Another limitation 
of the study is due to the vastness of the Northern 
Cape. Th e researcher was limited to meaningful 
interaction with only fi ve communities, and 
further had to contend with limited availability of 
the participants, due to their personal schedules, 
which aff ected the frequency of the focus group 
sessions.

CONCLUSION 
In conclusion, this study focused on examining 
the state of the Land Restitution Programme 
by establishing what led to it not having been 
completed as envisaged by government. Th ere 
are many arenas where the primary purpose 
of the Land Reform Policy and its programmes 
has not been fulfi lled, which could be remedied 
using an evaluation framework. Th is provides a 
wide scope for future research. Specifi c aspects 
of the Land Restitution Programme that could be 
studied include:

• evaluating and improving its delivery to 
indigenous communities; and 

• A study of the community and institutional 
mechanisms required for monitoring and 
evaluating the Land Restitution Programme. 
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ABSTRACT 
Th e advent of the Fourth Industrial Revolution 
is changing the landscape of organisations 
throughout the world by incorporating 
automation, artifi cial intelligence and technology. 
Employers will be relying on human capital 
teamwork for creative and innovative solutions to 
achieve organisational objectives, and to remain 
competitive and sustainable. Employees need to 
master various soft  skills to be competitive in the 
21st century. By 2025, the workforce will be made 
up of millennials who lack essential cognitive and 
emotional soft  skills required to work in team 
environments. Soft  skills comprise problem-
solving skills, communication, leadership, 
interpersonal and intrapersonal skills, confl ict 
resolution and time management skills. Th is 
study identifi es causes of the soft  skills gap as well 
as strategies to bridge the gap. Studies conducted 
in various countries reveal that employers fi nd 
the lack of soft  skills problematic. Th is study 
embarks on a qualitative design incorporating 
semi-structured interviews with senior managers 
in the services sector in order to gain insight into 
the problems associated with the challenges of 
millennials who lack soft  skills working in a team 
environment. Th e fi ndings reveal soft  skills are 
more important than hard skills and organisations 

require upskill initiatives along with mentorship, 
coaching and training to address this important 
issue.

Key words: soft  skills, millennials, teamwork, 
communication 

INTRODUCTION 
Studies from various countries around the world 
have concluded that individuals in the services 
sector need a variety of skills to function in the 
modern workplace (Cickli, 2016; Davis, 2015; 
Dixon, Belnap, Albrecht & Lee, 2010). With the 
advent of the Fourth Industrial Revolution and 
the importance of technology in the workplace, 
employees need to acquire soft  skills (cognitive 
and emotional skills) in order to be creative; 
solve complex problems; contemplate; and 
communicate effi  ciently in teams with individuals 
from diverse cultures to build a cooperative 
environment (Koening, 2011). Organisations 
require their human capital to possess expert 
technical skills (hard skills) as well as the 
necessary essential soft  skills to be competitive in 
the 21st century (Dixon et al., 2010).

By the year 2025, millennials will account for 
25% of the global workforce (Fromn, 2015; 
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Schawbel, 2013). Many employers in several 
countries are experiencing diffi  culties managing 
new graduates who lack the necessary soft  skills 
(Matterson, Anderson & Boyden, 2016; Stewart, 
Wall & Marcinec, 2016). According to Cickli 
(2016), more research both from a qualitative 
and a quantitative perspective is required from 
diff erent countries and cultures in terms of the 
kind of skills organisations require from the new 
graduate labour force. Today’s dynamic working 
environment requires employees to have a wide 
range of soft  skills to ensure better service to 
customers and to foster harmony in the workplace 
(Iorgulescu, 2016; Razack, Spowart & Th omas, 
2017).

Many organisations in the services sector require 
their employees to work in teams to foster more 
creativity and innovation to reach their objectives 
and remain sustainable. Cickli (2016) states that 
along with technical skills, the complementary 
generic soft  skills graduates require are: 
communication skills; team-work skills; cognitive 
skills; interpersonal and intrapersonal skills; 
critical thinking and problem-solving skills; 
information and communication technology 
skills, decision-making skills; and confl ict 
resolution skills. According to Crawford and 
Dalton (2016), when securing an interview, hard 
skills are easier to measure while soft  skills protect 
retention.

In a study conducted by Cicekli (2016) in 
Istanbul, the soft  skills most sought by managers 
in the services sector from new graduates are 
teamwork, communication and interpersonal 
skills. Th e second most sought-aft er skills are 
analytical thinking and foreign language skills. 
Th e third common cited skill was computer 
skills. In further studies conducted by Seetha 
(2014) in Kuala Lumpur, Malaysia, in the services 
sector, an assistant vice-president in a local bank 
explained that young graduates had a good 
idea but lacked a positive attitude to teamwork, 
leadership, and communication skills. A senior 
partner in a law fi rm mentioned that young 
lawyers had extraordinary qualifi cations but did 
not possess leadership, analytical thinking and 
communication skills and have a poor work ethic. 
According to Seetha (2014), a project director 
in Malaysia claims that the biggest challenge he 

experienced was when a young intern was given 
the opportunity to establish a long-term business 
relationship, the intern completes the deal by 
sending an email or an SMS (short messaging 
service) instead of a telephone call or a personal 
visit. In this same study, 83% of the respondents 
agreed that soft  skills were essential in order to 
achieve progress and succeed in the workplace, 
and 81% agreed that soft  skills competencies 
helped retain employment.

PROBLEM INVESTIGATED 
Th e lack of soft  skills in developed and especially 
in emerging economies poses a huge challenge 
for organisations seeking creativity, innovation 
and sustainability in a team environment in the 
services industry. Millennials believe that they 
are competent, while employers disappointingly 
experience a defi ciency in the necessary soft  
skills pertaining to teamwork, problem solving, 
analytical thinking and written and verbal 
communication (Stewart et al., 2016). Th erefore, 
the problem statement is as follows: With the 
dawn of the Fourth Industrial Revolution and 
dynamic changes taking place in South Africa 
and throughout the world, organisations need to 
be successful, meet their objectives and remain 
sustainable. Th erefore, they will require employees 
who possess the appropriate technical and soft  
skills to work in synergy in a team environment.

Th is study aspires to identify the soft  skills 
traits millennials need to function in a team 
environment in the Fourth Industrial Revolution 
as well as identify the skills gaps and their eff ects on 
team members, and lastly, analyse the importance 
of soft  skills in an ever-changing business context.

RESEARCH OBJECTIVE 
Th e aim of this research is to investigate the soft  
skills that millennials require when working in a 
team environment and the impact these skills have 
on organisations in the services industry in South 
Africa. Th is study is organised as follows: Th e next 
section reviews literature by fi rst explaining the 
phenomenon of the Fourth Industrial Revolution 
and the traits and characteristics of millennials, 
and then describing the soft  skills gap and its 
eff ect on teamwork in a dynamic environment. 
Th e literature review is followed by the research 
methodology utilised in the study. Th e subsequent 
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sections detail the fi ndings and an analysis 
followed by the managerial implications. Finally, 
the study provides a conclusion on the topic of 
millennials and the importance of soft  skills.

LITERATURE REVIEW 
Th e literature review encompasses research 
undertaken by various authors on the subject of 
millennials and the importance of soft  skills in 
the Fourth Industrial Revolution.

Th e Fourth Industrial Revolution 
According to Lindborg (2019), the Fourth 
Industrial Revolution deals with the eff ects of 
evolving innovations and artifi cial intelligence. 
Massive transformation will be taking place 
constantly in businesses, industries and 
countries throughout the world (Schwab, 2016). 
Revolutionary changes of industrial production, 
utilising digital technology and the internet, are 
what constitutes the Fourth Industrial Revolution. 
It aims to integrate the Internet of Th ings (IoT) 
(Schwab, 2016). As automation in industries 
increases and certain occupations become 
redundant, the importance of business and soft  
skills will necessitate workers to continuously 
learn and adapt to a constantly changing 
environment (Lindborg, 2019). Soft  skills based 
on social understanding, negotiation, infl uencing 
and supporting and caring for other cannot be 
replaced by robots.

Th e swift  changes in technology will require a 
collection of psychosocial skills, also known as soft  
skills, to adapt to the ‘technological wave’, because 
within fi ve years, 35% of the skills viewed as 
important today will no longer be relevant (Cotet, 
Balgiu & Zaleschi, 2017). Th erefore, the future 
employee will have to seek high performance, 
interpersonal and intrapersonal skills, and self-
development to take on the revolution. According 
to Cotet et al. (2017), the top three core skills 
for the future stem from creativity, emotional 
intelligence and proactive thinking, linked to new 
technologies and how human resources execute 
changes to remain sustainable.

Millennials – Generation Y 
Born from 1980 to 2000, also known as “generation 
me” and the “internet generation”, millennials 
force managers to face generational diff erences 

(Iorgulescu, 2016). Millennials adapt to the 
global world using new technologies, they can 
multitask, and they have access to information via 
social networks. Generation Y have a strong need 
for security, they are realistic about demands 
and expectations, they adapt in organisations 
through mentorship programmes, and they have 
a need to constantly learn and require continuous 
feedback (Iorgulescu, 2016). Contrasting views by 
McNamara (2009) state that employers describe 
millennials as having discipline problems as a 
result of a lack of soft  skills, which cause their 
promotions to be delayed. He further depicts 
Generation Y as having a “me expectation”, which 
hampers their achievements at work. Millennials 
are unique in a sense that they grew up using 
technology, have instant access to information, 
are constantly linked to friends or parents and 
are spoilt as they have been rewarded for every 
small accomplishment (McNamanra, 2009). 
Millennials need to be engaged in active learning 
to hone metacognitive skills through the use of 
continuous games and simulations.

Soft  Skills Versus Hard Skills 
Th e defi nition of soft  skills varies among authors. 
According to Levasseur (2013), Seetha (2014), 
and Watson (2012), soft  skills can be defi ned as 
intangible, nontechnical, specifi c characteristics 
that enhance leadership and negotiation that 
would make one stand above his or her peers. 
Individuals with soft  skills own team skills, 
communication, information management and 
problem-solving skills, and have the ability to 
cope with work pressures (Cotet et al., 2017). 
Hard skills, as defi ned by Seetha (2014), are 
tangible, technical, measurable profi ciencies, 
which are relevant to get the job done (Cotet et 
al., 2017); however, a combination of both soft  
and hard skills makes a better employee with 
potential for greater things. In order to compete 
in an aggressive job market, both hard and soft  
skills are essential (Pandey & Pandey, 2015). 
Hard skills and soft  skills are essential to achieve 
organisational and personal objectives (Grobler 
& Du Plessis, 2016).

Teamwork 
Workplaces now and in the future require 
employees to work in teams so that creativity and 
innovation can enrich and assist organisations 
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to reach their objectives and remain competitive 
and sustainable (McEwan, Ruissen, Eys & 
Zumbo, 2017). Th e soft  skills required for 
teamwork include communication, coordination, 
cooperation, planning, problem solving, 
interpersonal dynamic, and interpersonal 
confl ict and time management. Th ese variables 
are essential for eff ective outcomes.

Problem Solving 
Problem solving is linked to critical thinking 
as both these concepts provide the ability to 
understand, analyse, and decipher information 
through communication. Th is allows members to 
critically evaluate information by communicating 
to solve problems (Snyder & Snyder, 2008). 
Problem solving as a soft  skill permits individuals 
to contribute by working together to fi nd solutions 
to challenges, thereby allowing members to be 
creative and innovative and add value to the 
organisation (Choudary, Vasanth, Pommuru & 
Mahesh, 2015).

Communication 
Eff ective communication is a transaction between 
participants to create meaning of the world 
around them (Fielding, 2005). Communication 
as a soft  skill is essential to the wellbeing of the 
organisation (Robles, 2012). Written and verbal 
communication skills need to be concise, clear, 
and eff ective to ensure team success (Stein, 2000). 
Persuasive communication is crucial as employees 
need to channel messages to managers, customers 
and peers. Ineff ective communication can lead to 
confl ict and have disastrous eff ects on the team 
and the organisation (Goleman, 2011).

Confl ict Resolution 
Confl ict is a social phenomenon and can be either 
healthy or unhealthy. Confl ict is unavoidable 
but must be handled in a constructive manner 
(Berkovitch & Jackson, 2012). Possessing soft  
skills allows individuals to manage confl ict 
to resolve matters and fi nd positive solutions 
(Barnard, Eloff , Van der Poll & Motah, 2005). 
Teamwork enhances productivity and effi  ciency 
and it allows members to police one another and 
helps to resolve internal team confl icts. Confl ict 
resolution enhances team spirit to tackle issues as 
they arise, while maintaining group productivity 
(Berkovitch & Jackson, 2012).

Interpersonal Skills 
Individuals working in teams need to have 
interpersonal skills to communicate eff ectively 
with other team members (Ramana & Parvathi, 
2012). Individuals with good interpersonal 
skills are appreciated by employers because of 
their ability to communicate well with other 
employees and team members, making for a 
pleasant working environment (Mitchell, Skinner 
and White, 2010). Employees who possess 
good interpersonal skills engage in constructive 
feedback, uplift  the morale of the team, produce 
quality work, and enrich their careers. Having 
good interpersonal skills allows one to build trust, 
maintain personal relationships and become an 
eff ective leader (Adnan & Razali, 2012).

Time Management 
Time management can be defi ned as the process 
of preparation, awareness and allocation of time 
to specifi c tasks or projects (Ravindranath, 2016). 
Time management enables employees to utilise 
their time effi  ciently to function at ideal levels to 
ensure that commitments and deadlines are met. 
Eff ective time management, according to Syaiful 
& Politeknik (2018), leads to reduced cost and 
increased profi tability for organisations. Benefi ts 
of eff ective time management leads to better 
quality of work, deliveries to customers on time, 
reduced stress and anxiety, and more leisure and 
recreational time.

Causes of Soft  Skills Gaps 
To examine the causes of soft  skills gaps, 
two theories must be examined, namely, the 
Expectancy Th eory and the Confl ict Th eory. Th e 
Expectancy Th eory is a motivational theory that 
is based on the belief workers will be rewarded 
based on how much eff ort is exerted from their 
performance. Th erefore, employees will adopt a 
behaviour or skill to perform well, believing that 
good performance will lead to desired rewards 
(Vroom, 1964). Th e Confl ict Th eory allows for 
respective access to power, and in the workplace, 
the employer’s role to transfer soft  skills and 
employees not embracing the skills provided 
through training (Ritter, Small, Mortimer & Doll, 
2018). Th us, the Confl ict Th eory defi nes that 
employers must be responsible for workplace 
training and educators must re-design the 
curriculum to teach soft  skills at higher learning 
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institutions (Seetha, 2014).

Soft  skill achievement is learned as a result 
of personal image, childhood and social 
collaboration, while hard skills are learned at 
school and university (Levasseur, 2013). According 
to Taylor (2016), a person’s habitat infl uences 
soft  skills development. If an individual is raised 
in a conducive environment, their soft  skills are 
more fi ne-tuned. However, if the environment is 
not conducive, the level of soft  skills will be weak 
(Bronfenbrenner, 1979). Employers complain 
that graduates have a poor attitude towards work, 
punctuality is a problem and work ethics are 
meagre (Seetha, 2014). Other employers concur 
that having the “right skills”, like team work, 
determination, and communication, is more 
important than being academically qualifi ed 
(Taylor, 2016).

Smith and Katzenback (2017) state that having 
essential interpersonal skills and the willingness 
to work in teams will develop commitment and 
in turn, personality traits will be enhanced, which 
will lead to successful teamwork and exceptional 
performance. Teamwork is important at all 
levels in service-oriented industries and each 
team member must develop soft  skills to be 
able to interact with employers, peers and other 
employees (Marks, Mathieu & Zaccaro, 2001).

Th e Signifi cance of Soft  Skills 
A diverse workforce with soft  skills is pivotal 
to any organisation, as skilled employees are 
more innovative and productive (Watson, 
2012). Employers are comparing organisational 
success and employees’ soft  skills and, for the 
business to grow, employees who possess both. 
Employers consider soft  skills as the “number 
one diff erentiator” for employees in various 
industries, as they encompass success in the 
workplace (Mitchell et al., 2010).

RESEARCH METHODOLOGY 
Research Approach 
Th is study follows a qualitative route as the 
problem statement dictates that in-depth 
information regarding the importance of soft  
skills needs to be investigated. With the advent 
of the Fourth Industrial Revolution, employers 
are placing more emphasis on soft  skills than on 

hard skills, especially in the services sector. In 
order for organisations to be creative, innovative, 
competitive and sustainable, they require 
employees to possess crucial soft  skills, such as 
communication, problem solving, interpersonal 
skills, confl ict resolution, time management and 
teamwork. Th is research adopts an interpretivism 
approach to allow understanding of the subjective 
meaning of social interaction (Bryman & Bell, 
2017). In order to refl ect the uniqueness of humans 
in the social world, one of the important aspects 
of interpretivism is phenomenology, which 
is based on the premise that senior managers 
describe their experiences of millennials’ 
lack of soft  skills in a team environment. Th is 
reasoning further dictates that this study follows 
a qualitative direction by focusing on interviews 
with senior managers in a direct situation to be 
able to discover and interpret their experiences 
and insights to gain a better understanding of 
the importance of soft  skills in work teams in the 
services sector (Bryman & Bell, 2017).

Selection of Participants 
Participants in this study were selected purposively. 
In this form of selection, also recognised as 
judgemental or selective sampling, participants 
were selected on the basis of their judgement, 
knowledge and position (Bryman & Bell, 2017). 
Th e participants were professional managers in 
the services industry from three companies who 
have more than fi ve years’ experience managing 
diverse teams, comprising fi ve or more members. 
Ten participants agreed to participate in this study 
as they were able to share their insights into the 
growing importance of soft  skills and managing 
millennials in the Fourth Industrial Revolution in 
the services industry.

Data Collection 
Primary data were collected via semi-structured 
interviews lasting between sixty to ninety minutes 
per interview. A semi-structured interview is 
a comprehensive form of an interview. Each 
interview was recorded to ensure descriptive 
validity, while researchers took notes and wrote 
down observations during each of the interviews. 
Where necessary, open-ended questions were 
probed to elicit in-depth information about the 
importance of soft  skills as well as the lack of soft  
skills in the Fourth Industrial Revolution and 
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organisational success.

Data Treatment 
Th ere are diff erent ways of recording data for 
a qualitative study, including note-taking and 
using electronic devices, such as a tape recorder, 
video recorder or digital voice recorder (Bryman 
& Bell, 2017). In this research, aft er seeking 
permission from the respondents, a digital voice 
recorder, note-taking and observation methods 
were used to capture data from the interviews. 
All the interviews were transcribed and reviewed, 
and fi eld notes were analysed by the researchers. 
Th e data were then separated into nine themes 
by referring repeatedly to the transcripts. Th e 
themes carefully addressed each of the questions 
posed to the respondents to identify any major 
patterns. Th e process included coding to gain 
an understanding of the phenomenon of soft  
skills, synthesising a representation that accounts 
for linkages and relations within its features, 
and referring to the literature review to gain a 
perspective of how respondents expressed their 
evolving knowledge about the importance of 
soft  skills as well as the lack of these skills in the 
sector. (Lorelli, Nowell, Norris, White & Moules, 
2017). Th e coding process was done manually by 
the researchers aft er conducting and collecting 
information from the interviews.

Trustworthiness 
In order to ensure trustworthiness of the study, 
credibility and dependability measures were 
taken, which will be discussed below.

Credibility 
Credibility criteria entail establishing that 
the results are reliable or believable from the 
standpoint of the participant being interviewed 
(Sheyvens, 2014). Since the purpose of qualitative 
research is to gain an understanding of the 
phenomena from the participants’ viewpoint, 
only the participants can judge the reliability of 
the results. Participants were informed that their 
contribution to the study was important and 
that the information was important to add to 
the body of knowledge as their positions in the 
organisations are respected. Th eir agreement to 
participate gave credibility to the study.

Dependability 
A dependable study needs to be precise and 
consistent. To ensure precision and consistency, 
an audit was conducted by an external reviewer 
to ensure that the fi ndings were reliable and 
repeatable (Sheyvens, 2014). Th e external reviewer 
examined the process of data collection, analysis 
and results of the study to confi rm dependability 
to support the credibility of the data. Th erefore, 
the environmental audits and reports provided 
by the respondents in the services sector in South 
Africa confi rm the dependability of the data 
collected.

FINDINGS 
Soft  skills in order of importance as depicted by 
senior managers 
Senior managers classifi ed the following soft  skills 
in order of importance:

From Table 1 above it is evident that soft  skills 
play an important role in a team environment. 
Senior managers view soft  skills as a major skill, 
employees including graduates (millennials), 
require in order to function as team players to 
achieve organisational objectives.

Th eme One – How are soft  skills acquired?
Senior managers in the services sector believe 
that soft  skills are acquired from upbringing 
and through interaction with other people 
(observation, conversing and listening) 
(Heckman, 2011). Th ey also believe that soft  
skills can be learnt via observation, training and 
mentorship as well as experience (Schulz, 2008). 
However, literature reveals that soft  skills should 
be learned at tertiary institutions (Cinque, 2016).

Th eme Two – Challenges associated with 
acquiring soft  skills 
Senior managers look for both technical skills 
and soft  skills when recruiting millennials and 
soft  skills are more important than technical 
skills (Schulz, 2008). Four of the managers stated 
that it was easier to train the technical skills 
and they expected new recruits to be equipped 
with essential soft  skills. Recruits who lack the 
necessary soft  skills have a poor work ethic and 
fi nd it diffi  cult to be a team member (Seetha, 
2014). In fact, one manager remarked that 
technical skills permit employment, but having 
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the necessary soft  skills secures retention.

Th eme Th ree – Millennials ready for additional 
responsibilities 
Senior managers doubt that millennials are ready 
for additional responsibilities and that social 
media impacts on their ability to communicate 
eff ectively (Iorgulescu, 2016). Th ey believe that 
Generation Y are selfi sh, have a “me expectation” 
and are immature. Respondents further believe 
millennials have discipline issues and fi nd 
it diffi  cult to function as constructive team 
members (McNamara, 2009). Two managers 
stated that millennials do not want to conform to 
organisational rules and culture as other events in 
their lives have priority over their employment.

Th eme Four – Challenges in the corporate 
environment
Soft  skills training is diffi  cult to achieve in the work 
environment. Pressure to achieve fi nancial results 
is priority (Marks et al., 2001). Senior managers 
also believe there is no time to teach the necessary 
soft  skills and there are not enough training 
courses designed to teach this important skill. 

Managers encountered communication problems 
in teams, as well as poor time management, 
interaction and an inability to handle criticism. 
Employees believe that some problems are deeper 
than soft  skills and that personal problems can 
aff ect team work; thus, not possessing these skills 
impedes their progression and development 
within the organisation. Lack of soft  skills delays 
the team from achieving their goals, resulting in 
frustration.

Th eme Five –Addressing soft  skills challenges
Soft  skills are diffi  cult to measure (Seetha, 
2014). Managers directed that key performance 
indicators (KPIs), identifying the key activities that 
had to happen for successful achievement of the 
measure, were done on a regular basis. Employees 
are measured by various stakeholders, including 
team members, managers and customers. 
Employees are then monitored via observation in 
situations that require the use of soft  skills. When 
problems are encountered regarding soft  skills, 
employees are referred to human resources for 
training during slow periods.

TABLE 1: SOFT SKILLS IN ORDER OF IMPORTANCE

Soft  skills Literature review 
Social interaction was deemed most important as graduates 
(millennials) must be able to interact with team members, peers, 
and stakeholders to ensure productivity.

Levasseur (2013); Marks et al. 
(2001)

Communication, both verbal and written, was classifi ed as the 
second most important soft  skill senior managers identifi ed. 
Eff ective communication leads to team and organisational success.

Robles (2012)

Behavioural competency is necessary to achieve organisational 
objectives as well as personal objectives. Behavioural competency 
looks at both hard skills (technical) and soft  skills as essential to 
show sincere regard for people and the wellbeing of the team.

Schulz (2008) 

Problem-solving skills to understand and analyse information 
through communication to fi nd solutions to challenges and to 
enhance creativity and innovation.

Choudary et al. (2015); Snyder 
& Snyder (2008)

Teamwork is an essential part of the working environment 
and encompasses various soft  skills for participation to reach 
organisational objectives.

McEwan et al. (2017)

Competencies in both technical skills and soft  skills are crucial 
to function in a team environment for self-management as well 
as interaction with team members, management, customers and 
stakeholders. 

Seetha (2014); Cotet et al. 
(2017)

Confl ict resolution to be handled in a constructive manner and to 
fi nd solutions to create a harmonious working environment. Berkovitch & Jackson (2012)
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Th eme Six – Bridging the gap
All senior managers believe that mentorship and 
coaching are the best initiative to bridge the gap 
as they are able to give their employees practical 
examples as to how soft  skills can be better applied 
to a situation to achieve a better or diff erent 
result (Cotet et al., 2017). Managers indicated 
that soft  skills workshops and courses are needed 
to address this very important issue. Managers 
further deem soft  skills development to become 
part of the company’s skills initiative, as soft  skills 
are imperative for personal and organisational 
growth

MANAGERIAL IMPLICATIONS AND 
CONCLUSION 
Th e aim of this research is to investigate the lack of 
soft  skills of millennials in teamwork and its impact 
on organisations in the services industry in South 
Africa. Th e paper provided a brief context of the 
Fourth Industrial Revolution (Schwab, 2016) and 
the implications of automation, robotics, and the 
Internet of Th ings. Many conventional jobs in the 
near future will become redundant. Th e Fourth 
Industrial Revolution will necessitate continuous 
learning, while social skills cannot be replaced by 
robots. Future employees will have to seek high 
performance, interpersonal and intrapersonal 
skills and take ownership of self-development. 
Th e background of the importance of soft  skills, 
on the one hand, and the lack of soft  skills for the 
millennials who are seeking employment in the 
services industry working in teams (Cotet et al, 
2017), on the other hand, was also discussed.

Th e study shows that soft  skills are commonly 
understood to be behavioural competencies or 
personal attributes that enable individuals to 
cope with social interaction. Soft  skills are seen 
as interpersonal skills, such as communication, 
time management, problem solving, confl ict 
resolution, and teamwork. Th e majority of 
respondents mentioned that soft  skills were 
acquired in the course of one’s upbringing and 
one’s interactions with people. Th e acquisition 
of soft  skills through mentorship and experience 
gives new insight into the research.

Th e study conducted resulted in neutral responses 
as to whether or not soft  skills or hard skills are of 
more importance when entering the job market. 

Th e balanced feedback proves that soft  skills are 
of equal importance to hard skills when applying 
for a job, “hard skills get you into the door, having 
soft  skills is the diff erentiator that determines 
whether or not you will be successful” (Schulz, 
2008). Another factor that needs to be taken into 
consideration is that soft  skills and hard skills can 
also be industry specifi c.

Th e changing corporate environment emphasises 
the importance of soft  skills in the 21st century 
(Mitchell et al., 2010), due to globalisation and 
increasingly demanding customers (Watson, 
2012). Th e study shows that one cause of the lack 
of soft  skills could be attributed to the pressure 
employees face to achieve the expected results. 
Th e fast-paced changing corporate environment 
requires organisations to constantly remain 
competitive (Schulz, 2008) and because of this, 
soft  skills are oft en ignored and not adequately 
invested in due to time restraints.

In order to understand the impact the soft  skills 
gap has on teamwork, it is of cardinal importance 
to understand who the biggest contributor of the 
gap is. Th e investigation conducted showed that 
millennials were perceived to have the greater lack 
of soft  skills as compared to the other generations, 
because their communication skills were impeded 
by social media and the digital era. An interesting 
response shines a new light on the topic, whereby 
it was found that a singular generation cannot 
be held entirely responsible for the gap. Specifi c 
generational attributes infl uence an individual’s 
set of innate soft  skills and depending on the 
circumstances one had to endure during a 
specifi c era, this would determine the kind of 
interpersonal attributes one would need to use 
accordingly.

Th e study shows that the main issues encountered 
when a soft  skills gap is identifi ed in teamwork are: 
poor communication, low levels of interaction 
with other team members, confl ict, ineffi  cient 
time management, and the inability to work with 
the team. Not possessing adequate soft  skills also 
hinders an individual’s development within the 
organisation. Th e research revealed that the soft  
skills gap can be bridged by mentorship, coaching 
and training (Lindborg, 2019). Th rough practical 
examples and one-on-one conversations, 
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including workshops, managers can better equip 
their employees with the required soft  skills to 
participate in teamwork.

Th e study underlines the importance of soft  
skills becoming a part of the company’s skills 
development initiative, as this is imperative 
for both personal and organisational growth 
(Davis, 2015). In order to remain competitive, 
organisations need to understand that investing 
in this initiative will not only create and sustain a 
competitive advantage (Levasseur, 2013), but will 
also add value to their employees and in turn add 
value to their stakeholders.
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ABSTRACT 
Background: Th ough many “theorists” state 
that the development and maintenance of a 
personal brand is important for professional and 
organisational success, this link is mostly expressed 
anecdotally and only a limited amount of empirical 
research exists that comprehensively explores 
the concept and how it relates to other variables. 
Aim: Th e aim of this study was to empirically 
test the magnitude of the relationship between 
personal branding and elements of career success. 
Setting: Participants were senior managers in a 
large South African organisation, with a diverse 
workforce of close to 50 000 full-time employees. 
Method: A cross-sectional survey design was 
used to collect data on personal branding, as 
well as three organisation-based ratings of career 
success. Correlation and regression analyses were 
the primary statistical techniques used. Findings: 
Th e relationship between personal branding and 
individual performance appraisal ratings and 
the 360-degree evaluation rating was negligible, 
while the relationship with the talent board 
placement rating was signifi cant. Conclusion: 
Personal branding relates to how those in top 
managerial positions observe incumbents at 
lower levels, but does not relate to individual 
performance nor to 360-degree evaluations. 
Managerial implications: Personal branding is 
useful for fostering positive relations with those 
in authority and is thus an important contributor 
to career success. Contribution: Th e research 
specifi es the importance of personal branding in 
career success, contributing 12.6% of the variance 
in talent board placement ratings, a critical career 
success indicator in the organisation under 
investigation.

Key words: Personal branding, career success, 
360-degree evaluation, talent board ratings, 
South Africa 

BACKGROUND 
Personal branding is oft en presented as key to 
career success (see Arruda & Dixson, 2007; 
Rampersad, 2015; Schawbel, 2010). Th e amount 
of popular literature available on the topic suggest 
a keen interest in the topic. However, empirical 
and quantitative research on the topic is scarce and 
mostly presented with anecdotes (Coetzer, 2019; 
Mohammed & Steyn, 2017). In this research the 
aim was to quantify the importance of personal 
branding within a corporate setting.

LITERATURE REVIEW 
Th e literature review that follows provides a 
defi nition of personal branding and lists the 
characteristics of a successful personal brand. 
Th is is followed by a statement as to why personal 
branding is important, not only for professionals, 
but also for organisations. Th e literature review 
concludes with a discussion of the dilemmas 
relating to personal branding and highlight the 
need for future research.

Defi ning personal branding 
Poeppelman and Blacksmith (2014) defi ne 
personal branding as an individual’s overall 
professional reputation, independent of any 
organisational or other affi  liation. Le Patrick and 
De Valck (2014) state that the practice of personal 
branding is broadly defi ned as using marketing 
techniques for self-promotion. Rampersad 
(2008), taking a similar view, states that successful 
personal branding entails managing perceptions 
eff ectively as well as controlling and infl uencing 
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how others perceive and think of one. Similarly, 
Johnstone (2015) states that personal branding 
relates to who individuals are, what they do and 
what they stand for, as well as to the value that 
they add, packaged in a visually and emotionally 
pleasing and memorable format. Th is refers to 
the view that the manifestation of one’s brand is 
an opinion held in someone else’s mind and that 
one needs to manage it eff ective and persuasively 
(Goldsmith, 2009). Personal branding, given 
the aforementioned, may then be defi ned as the 
conscious and ongoing eff orts of individuals to 
present themselves to others in a manner which 
is benefi cial to their own advancement.

Characteristics of a personal brand 
Th ough the defi nitions of a personal brand are 
useful, more light can be shed on the phenomenon 
by considering how a personal brand is displayed 
when implemented appropriately. Th ere seems to 
be relative consensus on what such a brand should 
look like. Following an analyses of available 
literature, Potgieter, Doubell and Klopper 
(2017) conclude that the following characterise 
an eff ective personal brand: authenticity, 
consistency, relevance, authority, distinctiveness, 
integrity, goodwill and persistence. Rebuff et 
(2015) suggests that an eff ective brand refl ects 
a clear identity, one which distinguishes one 
from others, so that others do not view one as 
“just another” professional. Th e emphasis is 
thus on distinguishability. Johnstone (2015) 
agrees, stating that a personal brand includes 
those professional and personal abilities which 
diff erentiate an individual from peers, colleagues, 
and competitors, but adds that a strong personal 
brand is a combination of repute, confi dence, 
responsiveness and accomplishment. Th us, it 
entails distinctness but also reputability. Elmore 
(2010) emphasises authenticity as an essential 
characteristic of personal branding. Potgieter 
et al. (2017) also emphasise the importance 
of authenticity as key to successful personal 
branding. Rampersad (2008) shares similar views 
concerning personal branding being more than 
just marketing and promoting oneself: it should 
be authentic, refl ect one’s true character and 
be specifi cally built on one’s values, strengths 
and uniqueness. Poeppelman and Blacksmith 
(2014) confi rm the view by stating that a 
personal brand is a promise that should come 

from within oneself and that should be rooted 
in one’s values, personality, personal beliefs and 
interests. Goldsmith (2009) also indicates that 
one’s personal brand should be authentic and that 
it should refl ect one’s true character.

Branding and career success 
Personal branding is also seemingly related to 
career and professional success (see Coetzer, 
2019; Mohammed & Steyn, 2016). In the view of 
Machaz and Shokoofh  (2016), successful personal 
branding fulfi ls the modern employers’ demands 
and provides individuals with a clear path to career 
success in a volatile economy. Also, according to 
Machaz and Shokoofh  (2016), personal brand 
management is an essential strategy for success in 
this digital age and is used to diff erentiate oneself 
from others and take control of one’s professional 
image. Th us, developing a brand will enhance 
individuals’ observed value in the marketplace and 
communicates individuals’ performance potential 
(Rampersad, 2008). Professional individuals are 
seen as brands in their own right (O’Neil, 2016), 
and will market their own competencies, abilities, 
services and value. Th is may be why personal 
branding is key to career success (Machaz & 
Shokoofh , 2016). Elmore (2010) is of the view 
that creating a personal brand can be one of 
the most positive choices one makes in one’s 
career, especially when one aligns it to relevant 
professional networks, thus with one’s career 
positioning. Personal branding can open doors 
to value-adding relationships, additional loyal 
customers and a satisfying career. D’Alessandro 
and Owens (2008) are of the view that the 
formula for success is to get noticed by people in 
power and develop qualities that suggest that one 
is continuously stepping up to the accountability 
and not challenging authority publicly and in a 
dysfunctional and unprofessional manner.

Personal branding and organisational success 
Some authors are of the view that personal 
branding is not only related to personal success 
but also forms a critical part of organisational 
success, given that the individual represents the 
organisation by which he or she is employed. 
Chen and Chung’s (2017) perspective is that 
the behaviour of the chief executive offi  cer 
(CEO) of the organisation is directly linked to 
the organisation’s performance. It is, therefore, 
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essential to manage the CEO’s personal brand 
when defi ning the image and culture of the 
organisation. CEOs personal brands refl ect both 
on them and their organisations, and Chen and 
Chung (2017) suggest that CEOs are responsible 
for leading and representing their organisations 
with an appropriate level of formality, as their 
reputation could infl uence organisational culture 
and performance, employee performance and the 
attraction of talent (Chen & Chung, 2017). At a 
lower level, recommendations from a study by 
Potgieter et al. (2017) suggest that management 
in organisations should understand that the 
personal brand of every employee has a direct 
infl uence on the corporate brand and reputation 
of the organisation. Th erefore, organisations 
should assist employees to understand, develop 
and implement their personal brands. It is 
also to be noted that personal brand could be 
associated with fi nancial consequences. Loss of 
reputation on the part of key employees can be 
devastating for any organisation (Potgieter et al., 
2017). Smart organisations go out of their way 
to look for employees who will enhance, and not 
compromise, the organisation’s reputation.

Personal brand development 
Some suggest that personal branding is the result 
of learning, directed development and coaching, 
and implies proactive impression management, 
and is thus deemed to be an established personal 
development practice (Poeppelman & Blacksmith, 
2014). Th e goal of learning and development 
interventions could be to create awareness and to 
build, implement, and sustain a personal brand 
that is in coherence with one’s career goals and 
ambitions (Goldsmith, 2009). Paradiso (2015) 
and Le Land (2016) provide similar steps for 
building a personal brand. Such steps are also 
listed by Mohammed and Steyn (2016), following 
an extensive literature review: understanding 
the importance of having a personal brand; 
developing self-awareness and awareness of one’s 
environment; visualising and conceptualising 
a personal brand; developing a personal brand 
marketing and stakeholder management strategy; 
implementing the personal brand; and measuring, 
evaluating and improving your brand.

Potgieter et al. (2017) suggest that personal 
branding development should be an integral 

part of the learning opportunities off ered by an 
organisation to employees engaged in various 
professions and also to those in leadership 
positions. Goldsmith (2009), following a more 
self-directed approach, states that actively 
building a personal brand is an evolutionary 
and gradual process that should arise from 
one’s pursuit of identity and meaning in life. 
Individuals should refl ect actively and clearly on 
their own strengths, weaknesses and ambitions in 
an authentic way so as to attempt to refl ect the 
most positive attributes of their true character 
(Machaz & Shokoofh , 2016). Moving away from 
authenticity, Rebuff et (2015) suggests that before 
one begins creating one’s brand identity, one 
needs to know one’s target market. Th e intention 
is to really understand who one’s ideal clients 
are. Accordingly, it is necessary to explore and 
connect with the needs of the clients, as well as 
to understand their fears and challenges and to 
know what is at stake for them. Th is orchestrated 
and career-centred brand development is in sharp 
contrast to the apparently seamless development 
of brands such as those of the oft en-quoted 
Nelson Mandela, Richard Branson and Steve Jobs 
(Young, 2012).

Social media is an essential element of modern 
personal branding. A strong personal brand 
is an essential asset in today’s online, virtual 
and individual age, serving as a key to personal 
success (Machaz & Shokoofh , 2016). Paradiso 
(2015) emphasises that the key to fi nding one’s 
community online is to identify with the right 
audience and to participate in online forums 
with one’s target audiences, social communities 
and groups on the various available social 
media platforms. While it is important to share 
viewpoints on social media, and thereby add 
value to the “listening” audience, over 90% of 
hiring managers use social media at some time 
during the hiring process, thus emphasising the 
need for appropriate sharing and being cognisant 
of its impact on career success (O’Neil, 2016).

Research problem and hypotheses 
While there are many authors who make 
promises with regard to the outcomes of personal 
branding, particularly in popular literature (see 
Coetzer, 2019), many of the promises make are 
scientifi cally unsubstantiated. A few examples 
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of such promises are presented below and will 
inform the core of this research project:

• “As the market for positions becomes gradually 
competitive, development of a personal brand 
is vital to create distinction, which will assist 
one to develop one’s current and future 
exceptional value and off ering to employers, 
customers and business prospects” (Elmore, 
2010, pp. 12–14). 

• “Personal brands have become collective and 
indispensable as a personal brand conveys 
personality, skills, notions and values” (Chen 
& Chung, 2017, pp. 23–32). 

• Rampersad (2008, pp. 34–37) suggests that 
“personal branding is the positioning strategy 
behind some of the world’s most successful 
people”. 

Other authors, including Black (2007), Goldsmith 
(2009), Paradiso (2015) and Poeppelman and 
Blacksmith (2014) suggest that personal branding 
leads to career and organisational success but they 
also do so without substantiating these claims 
with empirical research.

Th e focus of this research was on empirically 
testing and quantifying these propositions. 
Th e operationalised research question read as 
follows: To what extent do managers who actively 
engage in activities associated with personal 
brand development succeed in scoring high on 
indicators of career success?

Th e fi rst null hypothesis read as follows:

H1: Th ere is no statistically signifi cant relationship 
between personal brand development and career 
success (individual performance appraisal 
score/360-degree evaluation/talent board 
placement).

Testing this hypothesis will enable the answering 
of questions regarding the presence of the 
relationship between personal branding and 
career success, as well as the magnitude of that 
relationship.

To gain some point of reference on the relative 
magnitude of the relationship between personal 
branding and career success, the relationship 

between known antecedents of career success, 
combined with personal branding, were regressed 
to predict indicators of career success.

Th e second null hypothesis read as follows:

H2: Known antecedents to career success (leader-
member-exchange and employee engagement1), 
plus personal branding, equally predict career 
success.

METHOD 
Th e study is rooted in a positivist paradigm, 
which assumes that reality is organised and that 
the acquisition of knowledge may be obtained 
objectively (Leedy & Ormrod, 2014). Th is design 
is thus well suited to test the promises of a personal 
brand–career success link presented in the 
literature review. A cross-sectional survey design 
was adopted in carrying out this study. Such a 
design is typifi ed as the gathering of quantifi able 
data at one point in time that is then studied with 
a view to identifying relationships within the data 
(Cooper & Schindler, 2003). As the purpose of 
the study was to explore relationships between 
variables, this design is well suited to detecting 
and quantifying the relationship between personal 
branding and career success.

Participants 
Th e participants in this study comprised senior 
managers in a large South African organisation. 
Th e total number of senior managers, thus the 
population, was 223, and the intention was to 
recruit all of them to participate in the study. 
It was assumed that they could report on their 
360-degree leadership evaluation ratings, 
individual performance ratings and talent board 
placements. As the researcher had little infl uence 
over the targeted participants, a response rate of 
20% was expected. Demographics of those who 
eventually participated in the study are reported 
in the results section of this document.

Research procedure 

1 Leader-member-exchange and employee engagement are not 
discussed in detail in this paper, as the concepts are well understood 
and researched within the organisational behaviour domain, 
with Martin, Guillaume, Th omas, Lee and Epitropaki (2016), for 
example, providing a meta-analyses on leader-member-exchange 
and performance and Mackay, Allen and Landis (2017) reporting 
on employee engagement and employee eff ectiveness, in both case 
using the meta-analyses methodology. 
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Permission to conduct the primary study was 
fi rst obtained from the chief learning offi  cer at 
the targeted organisation, aft er which the Unisa 
SBL Research Ethics Committee was approached, 
which approved the research as methodologically 
adequate and ethically defendable. Th e 
particulars of the target population were 
obtained from the chief psychologist of the 
organisation. An electronic communiqué was 
then sent to all potential respondents explaining 
the research objectives and to obtain consent 
to participate. Th e communiqué also included 
the questionnaires, which comprised several 
biographical questions, two questions on 
perceptions about the importance of personal 
branding, questions on careers success indicators, 
and three psychometric instruments. Th e survey 
is discussed in more detail below. Following a less 
than satisfactory response on the fi rst invitation, 
the original electronic invitation was followed 
up with individual follow-up phone calls and 
discussions to encourage participation. Th is 
yielded suffi  cient data. Th e data obtained from the 
participants was then captured in a consolidated 
matrix framework from which statistical analysis 
followed.

Instruments/measurements 
In this study, the variables assessed were personal 
branding, career success indicators, as well as 
two control variables, namely, leader-member-
exchange and employee engagement. Th e 
instruments were presented to the participants 
in the form of a single consolidated electronic 
questionnaire.

Personal Brand Maturity Measurement 
Th e Personal Brand Maturity Measurement 
(PBMM) was developed by Mohammed (2018) 
and assesses the perceptions of participants 
with regard to their own personal branding 
initiatives. Th e questionnaire contains 26 items, 
and participants rate their agreement with the 
statements on a scale of 1 (strongly disagree) to 7 
(strongly agree). Question 1, for example, reads as 
follows: “I have a clear vision of my professional 
future.” Higher scores here would indicate a more 
strongly developed personal brand, while lower 
scores would indicate a weak brand. Validity: 
Th e instrument was developed following a 
comprehensive literature review, and with the 

support of six subject matter experts, focusing on 
the content and constructs related to building a 
personal brand. Mohammed (2018) confi rms the 
construct validity following exploratory factor 
analyses. Reliability: Th e Cronbach’s alpha for the 
scale was .970 (Mohammed, 2018).

Performance appraisal score 
Th e balanced scorecard approach (Kaplan & 
Norton, 2008; Kaplan, Norton & Davenport, 
2004), which is standardly use in the targeted 
organisation, was used as a measure of individual 
performance. Th e participants were requested 
to provide their own total performance 
appraisal scores. Th e question posed to the 
participants read as follows: “What is your 
individual performance rating for the 2017–2018 
performance year?” Th e performance appraisal 
score ranged from 1 to 5, where a rating of 1 
relates to “fl oor” (very poor performance) and 
5 to “ceiling” (excellent performance). Validity: 
Th e standard template used in the organisation 
was used to inform the score, and the balanced 
scorecard was shown to represent a valid 
performance measurement model (Boulianne, 
2006). Reliability: Disappointingly, Boulianne 
(2006) reports low Cronbach’s alpha coeffi  cient 
for all four dimensions, that is, .64 (Financial), 
.51 (Customer), .55 (Innovation and Internal), 
and .58 (Learning and Growth). Despite the low 
reported reliability of the balanced scorecard, it 
was included as the method is widely used and 
oft en reported on, and as such data was available.

360-degree evaluation rating 
A 360-degree feedback survey provides a rich 
picture of a person’s style and competencies 
by demonstrating how they are perceived by 
superiors, peers and subordinates (Bracken, 
Timmereck & Church, 2001). Th e specifi c 
360-degree evaluation used in this research was 
developed by the assessment centre unit of the 
organisation concerned by registered industrial 
psychologists. Th e participants were requested 
to provide the results of their 360-degree 
evaluations, varying from 1 (low) to 5 (excellent). 
Validity: A standard template is used across all 
managers within the organisation do attain this 
rating. Although this approach is followed in 
many organisations, including South African 
insurance and services industries, data on the 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

1259

validity thereof were not found. Reliability: Th e 
reliability of the 360-degree evaluation depends 
on the quality of the information submitted by 
the participants, and the bias of the reviewers 
(Jackson, 1994). However, though rarely tested 
for, its frequent use suggests acceptable levels of 
reliability. Because of the availability of the data, 
the 360-degree evaluation rating was included in 
the study.

Talent board placement 
Th e talent board placement matrix was developed 
over a period of a few years by the Talent 
Management Department of the organisation. 
In collaboration with human resources business 
partners, business managers prepare talent board 
placement ratings for senior employees. Th e talent 
board scores are generated by the board aft er 
considering both performance appraisal scores 
as well as the aft er considering the 360-degree 
evaluation. Th e participants were requested to 
provide their own talent board placement ratings. 
Th e question they answered read as follows: “Do 
you know what your talent board placement rating 
is and, if yes, what is it?” Th e response options 
ranged from 1 (Poor performer) through to 8 
(Ready-made successor). Validity: Th e validity 
of the talent board placement is mostly construct 
related, as those who developed the matrix aimed 
to address capability building and succession 
planning in the organisation. Reliability: A 
standard template is used across all employees 
in the organisation, and the detail and specifi city 
of the template contribute to the reliability of the 
measure (Cascio & Aguinis, 2011).

Leader-member-exchange measurement scale 
(LMX) 
Th e leader-member-exchange measurement scale 
was developed by Graen and Uhl-Bien (1995) 
and analyses the development and maintenance 
of dynamic leader–follower relationships. Th e 
dimensions of the LMX include aff ect, loyalty, 
contribution and professional respect (Alshamasi 
& Aljojo, 2016), and the scale measures the 
eff ects of self-eff ort and the eff orts of others on 
relationship quality (Liden & Maslyn, 1998). Th e 
questionnaire contained seven items which asked 
participants to describe their relationship with 
their leader. Th e fi rst question reads as follows: 
“Do you know where you stand with your 

leader and do you usually know how satisfi ed 
your leader is with what you do?” Scores in the 
upper ranges indicate stronger, higher-quality 
leader–member exchanges, whereas scores in the 
lower ranges indicate exchanges of lesser quality 
(Graen & Uhl-Bien, 1995). Validity: Th e results 
of research completed by Einarsen, Furunes, 
Glaso and Mykletun (2015), as well as Hooper 
and Martin (2008), uphold the use of the LMX-
7, as supported by a stable factor structure, high 
construct validity, suffi  cient criterion-related 
validity and discriminant validity. Reliability: A 
Cronbach’s alpha of above .90 is reported (see 
Einarsen et al., 2015; Hooper & Martin, 2008).

Utrecht Work Engagement Scale (UWES-9) 
Work engagement is a prominent variable in 
organisational research and is typifi ed by vigour, 
dedication and absorption (Schaufeli, Bakker & 
Salanova, 2006). Th e questionnaire contained 
nine items to assess the perceptions of work 
engagement. Th e fi rst item reads as follows: 
“At my work, I feel bursting with energy?” Th e 
participants were requested to answer questions 
on a six-point scale, ranging from 1 (never) to 
6 (always). Th e higher the score, the higher the 
level of engagement is within the workplace. 
Validity: Th e factorial validity of the UWES-9 was 
demonstrated using confi rmatory factor analysis 
(Schaufeli et al., 2006). In a meta-analysis, 
Christian, Garza and Slaughter (2011) confi rmed 
the validity of employee engagement in the 
workplace. Reliability: Th e Cronbach’s alpha for 
the total nine-item scale is .80 (Schaufeli et al., 
2006). Higher levels of reliability are reported 
by Christian et al. (2011), that is, an average 
reliability of .88.

Statistics calculated 
All statistical calculations were performed using 
the IBM SPSS 23 soft ware.

Skewness and kurtosis 
Within the context of SPSS, the skewness and 
kurtosis statistics are interpreted similarly, 
with deviations from zero accounting for some 
skewness and kurtosis. If the absolute value is 
greater than 1.96, the deviation from zero is 
signifi cant at p < .05, if it is greater than 2.58 it 
is signifi cant at p < .01, and if the absolute value 
is greater than 3.29, it is signifi cant at p  <  .001 



1260
WWW.IBC-CONFERENCE.COM

(Field, 2009). Calculations were continued in 
cases where deviations from normality were non-
signifi cant.

Reliability 
Cronbach’s alpha coeffi  cient was used as an 
indicator of reliability for the multiple-question 
Likert scale surveys. A rule of thumb for 
interpretation is as follows, > .9 (excellent), .9 >.8 
(good), .8 > .7 (acceptable), .7 > .6 (questionable), 
.6 > .5 (poor), .5 > (unacceptable) (Takavol & 
Dennick, 2011). In this study, reliability was 
accepted as being satisfactory where the alpha 
scores exceeded .70, with scores above .80 being 
taken as desirable (Pallant, 2011).

Correlation 
Pearson correlation coeffi  cients (r) were 
calculated as measures of relatedness of the 
variables. Because the sample was small, the 
statistical signifi cance was set as 5% (Lazaraton, 
1991). To establish the practical signifi cance of 
correlation coeffi  cients, the recommendations 
of Cohen (1988) were followed, and correlations 
greater than .50 were taken as large, those between 
.30 and .50 were assessed as medium in strength, 
whilst anything below .30 was regarded as small, 
and below .10 was considered unimportant.

Regression analysis 
Regression was used to predict how the diff erent 
independent variables combined to predict career 
success. Th e regression coeffi  cient provides an 
estimate of the overall fi t of the regression model 
and is a good gauge of the substantive size of 
the relationship (Field, 2009). Th e regression 
coeffi  cient squared (R2) can be interpreted as the 

amount of variation in the outcome variable that 
is accounted for by the model (Field, 2009). Th e 
focus in this study was directed the independent 
variables with statistically signifi cant betas (β). 
Independent variables with statistically signifi cant 
betas were interpreted as contributing both 
independently and meaningfully to the variance 
declared in the dependent variable.

RESULTS 
Demographics 
Th e target population for this study consisted 
of senior managers in a large South African 
organisation. Of the 223 senior managers 
targeted, 70 responded to the research project. 
Th e response rate was thus 34.5%. Fift y (71.4%) of 
the participants were male and 20 (28.6%) female. 
Th irty-six (51.4%) participants indicated that 
they had completed the development orientated 
psychometric leadership assessment for senior 
managers, 20 (28.6%) indicated that they had a 
formal relationship with a leadership coach, and 
47 (67.1%) indicated that they had attended the 
senior management leadership development 
intervention.

Descriptive statistics 
Th e descriptive statistics for all the measured 
constructs are presented below.

With reference to skewness and kurtosis, the 
data presented in Table 1 suggests no serious 
deviations from normality for any of the variables 
and analysis of data therefore continued. All 
scores were negatively skewed, indicating 
disproportionally high scores.

TABLE 1: DESCRIPTIVE STATISTICS (SOURCE: AUTHORS )

Mean Skewness Kurtosis
N Stat Std Err Std Div Stat Std Err Stat Std Err

PA 70 3.88 .035 .299 -.336 .287 -.648 .566
360 56 3.92 .039 .296 -.030 .319 1.284 .628
Placement 32 6.31 .271 1.533 -.509 .414 -.823 .809
LMX 70 3.85 .088 .739 -.521 .287 -.289 .566
EE 70 4.62 .097 .818 -.580 .297 -.066 .566
Brand 70 5.15 .097 .813 -.277 .287 -.412 .566

Note: PA = Performance appraisal score; 360 = 360-degree evaluation; Placement = Talent board 
placement rating: LMX = Leader-member-exchange; EE = Employee engagement; Brand = Personal 
branding score
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From Table 1 it can be observed that all 
participants report their PA scores, 56 (80.0%) 
their 360-degree evaluation scores but only 32 
(45.7%) indicated that they had received feedback 
from their superiors with regard to their talent 
board placement. As the talent board placement 
scores are more ordinal than any of the other 
scores, they are presented in detail below:

1. Poor performer (0 participants)
2. Diamond in the rough (0 participants)
3. Non-solid performer (1 respondent: 1.4% of 

the 32 participants)
4. Solid performer (5 participants: 7.1% of the 

32 participants)
5. Heart of the operation (2 participants: 2.9% of 

the 32 participants)
6. Knowledge anchor (9 participants: 12.9% of 

the 32 participants)
7. Future leader (5 participants: 7.1% of the 32 

participants)
8. Ready-made successor (10 participants: 14.3% 

of the 32 participants)
Inspection of the above scores shows that the 
talent board placement ratings were negatively 
skewed.

Reliability 
Th e reliability of all three multi-item scales that 
were used in this research was as follows: PBMS 
(26 items) = .918, LMX (7 items) = .912, UWES-9 
(9 items) = .900. Th e Cronbach’s alpha was also 
calculated, as previously explained.

Perceptions about the importance of personal 
branding
Respondents were asked whether they thought 
that investing in a personal brand related to career 
success. Th ey could choose between two options 
a) “I think that my personal brand is successful 
in promoting my career due to conscious eff orts 

I invest into promoting it.” and b) “I think that 
my personal brand is successful in promoting my 
career irrespective of the conscious eff orts I invest 
into promoting it.”

Most respondents (61.4%) indicated that personal 
branding is not developed as a continuous process.

Th e respondents were asked a related question, 
which required a response on a 7-point Likert 
scale ranging from “disagree” to “strongly agree”, 
with regard to their perspective on the usefulness 
of personal branding. Th e statement read: “I am 
of the view that my personal brand (professional 
persona) aids me in promoting my career”. Table 
3, below, presents how the respondents answered 
the questions.

Th e most common response given saw 34 
respondents (48.6%) “Agree”, that personal 
branding infl uenced their careers, with the 
majority (71.5%) rating the priority of personal 
branding as an aid as high, combing the responses 
“Agree” and “Strongly agree”.

Given the results reported in Table 2 and 3, it 
could be concluded that, though respondents 
believe that personal branding is important to 
career success, they are under the impression that 
personal branding develops independently of 
cognitive eff ort.

Correlation analyses: Personal branding and 
career success 
Th e Pearson correlation coeffi  cients (r) on the 
relationship between personal branding and 
career success is presented below.

Th e results of this analysis reveal that personal 
branding correlates with talent board placement, 
with r = .345 (p < .05). Th e practical eff ect of the 
relationship was thus of medium strength for 
talent board placement.

TABLE 2: PERSONAL BRANDING EFFORT (SOURCE: AUTHORS)

 Frequency Percent Valid Percent Cumulative 
Percent 

Irrespective 43 61.4 61.4 61.4 
Due to 27 38.6 38.6 100.0 
Total 70 100.0 100.0 - 
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Personal branding and other predictors of 
career success: Regression analysis 
Regression analysis was used to predict how 
personal branding performs against other 
predictors of career success in predicting such 
success. Th ree models are presented below, 
demonstrating the utility of three variables 
(personal branding, leader–member exchange 
and employee engagement) in predicting career 
success indicators (performance appraisal 
score, 360-degree evaluation and talent board 
placement).

In the fi rst model, personal branding, employee 
engagement and leader–member exchange were 
regressed to predict performance appraisal score. 
Th e results were as follows: R = .279, R2 = .078, 
R2

adjusted = .036, with a model fi t of F(3, 66) = 
1.854, p = .146. Th e fi t was thus not statistically 
signifi cant (p > .05) and the model explains less 
than 4% of the variance in the performance 
appraisal score. None of the variables contributed 
uniquely and signifi cantly to the declared variance 
in the performance appraisal score (none of the 
independent variables had a beta coeffi  cient that 
was signifi cant.).

In the second model, personal branding, employee 
engagement and leader–member exchange were 
regressed to predict the 360-degree evaluation 
scores. Th e results were as follows: R =  .224, R2 

= .050, R2
adjusted = .004, with a model fi t of F(3, 52) 

= .919, p = .438. Th e fi t was also not statistically 
signifi cant (p > .05) and the model explained a 
mere .4% of the variance in the performance 
appraisal score. Here too none of the variables 
contributed uniquely and signifi cantly to the 
declared variance in the 360-degree evaluation 
scores.

In the third model, personal branding, employee 
engagement and leader–member exchange were 
regressed to talent board placement. Th e results 
were as follows: R = .458, R2 = .210, R2

adjusted = .126, 
with a model fi t of F(3, 28) = 2.48, p = .081. Th e 
fi t was again still not statistically signifi cant (p > 
.05), even though the model explains 12.3% of the 
variance in the performance appraisal score. Given 
the small simple size, and the ongoing debate 
regarding practical signifi cance (see Dahiru 
(2008) or McShane, Gal, Gelman, Robert and 
Tackett (2019)), the p-value of .081 was ignored, 
given the amount of variance explained (12.3%). 

TABLE 3: PERSPECTIVE OF PERSONAL BRANDING AS AN ENABLER (SOURCE: AUTHORS) 

 Frequency Percent Valid Percent Cumulative 
Percent 

Strongly disagree 0 0 0 0 
Disagree 1 1.4 1.4 1.4 
Somewhat 
disagree 1 1.4 1.4 2.9 

Neither A or D 3 4.3 4.3 7.1 
Somewhat Agree 15 21.4 21.4 28.6 
Agree 34 48.6 48.6 77.1 
Strongly agreed 16 22.9 22.9 100.0 
Total 70 100.0 100.0 - 

TABLE 4: CORRELATION ANALYSES: PERSONAL BRANDING AND CAREER SUCCESS (SOURCE: 
AUTHORS) 

Independent variable Performance 
appraisal

360o 
evaluation

Talent board 
placement 

Personal branding 
Pearson Correlation .165 .089 .345* 

Sig .086 .256 .027 
N 70 56 32 

*p <.05
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Th erefor the regression equation were analysed to 
identify the variables which contribute uniquely 
and signifi cantly to the declared variance in the 
talent board placement score.

From Table 5 it can be observed personal 
branding, and not leader–member exchange or 
employee engagement, contributed uniquely and 
signifi cantly to the declared variance in talent 
board placement score (standardised beta = .509, 
t = 2.300, p = .029). Th is should be seen within 
the context that the model presented refl ected a 
poor fi t (as reported above).

DISCUSSION 
Popular literature on personal branding is 
abundant and these authors of the popular 
literature are in agreement that personal 
branding relates to an independent personal and 
professional reputation and that such a reputation 
enables career realisation (see Coetzer, 2019). 
Implicit in most of the literature consulted was 
that personal brands could be developed, be this 
through introspection, coaching or other means 
(see Coetzer, 2019; Mohammed & Steyn, 2016). 
Th is is somehow in contrast to the development 
of brand icons, which are oft en presented as 
evolving naturally.

As personal branding could have a positive impact 
on organisational success through the reputation 
the individuals who represents the organisation, 
there also seems to be organisational interest in 
the topic. During the scrutiny of the literature, 
no empirical evidence could be located which 
confi rms a link between personal branding and 
career success. Th is research addresses this gap 
by testing hypotheses on a possible relationship 
between personal branding and career success. 
Th e career success factors used in this study 
was performance appraisal score, 360-degree 

evaluation and talent board placement.

Th e idea was to assess as many senior managers 
as possible who may require some personal 
branding to achieve career success. Th e target 
population consisted of 223 senior managers 
in a large South African organisation, of which 
31% responded to the request to participate. 
Th ey were all, by virtue of the inclusion criteria, 
appointed in a senior management position and 
had received some professional development 
and feedback. Of these, 51.4% indicated that 
they had completed the psychometric leadership 
assessment for senior managers, 28.6% indicated 
that they have a formal relationship with a 
leadership coach, and 67.1% indicated that they 
had attended the senior management leadership 
development intervention. Th e participants were 
thus well qualifi ed to take part in the study, and 
had diff erent levels of exposure to leadership 
development.

Do senior managers believe that their conscious 
personal brand development eff orts enabled their 
career development? Only 38.6 per cent agreed 
that conscious eff orts of brand development 
relate to career development. However, a large 
proportion of participants (61.4%) indicated 
that personal branding is not developed as a 
continuous process, believing that career success 
occurs irrespective of conscious eff orts to 
invest in self-promotion. Most managers report 
that personal brands develop spontaneously, 
without any eff ort from the incumbent’s side. 
More participants were convinced that personal 
branding is important and most (71.5%) agreed 
that a positive personal brand contributes to 
career success. Th ese opinions of the managers 
on the eff ectiveness of personal branding are well 
aligned with the popular literature on personal 
branding. From the responses to the fi rst two 

TABLE 5: REGRESSION COEFFICIENT (SOURCE: AUTHORS)

 Unstandardised Standardised
Beta Std Error Beta t Sig. 

(Constant) 2.226 1.910 - 1.165 .254 
LMX .499 .399 .233 1.251 .221 
EE -.616 .383 -.372 -1.608 .119 
Brand .945 .411 .509 2.300 .029 

Dependent variable: Talent board placement. Predictors: (Constant), Brand, LMX, EE
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questions it may thus be concluded that managers 
believe personal branding is important for career 
success, but few believe that their success was 
driven by a conscious development of a brand.

In the present study, the focus was on specifying 
quantitatively the relationship between personal 
branding and career success indicators. It was 
found that personal branding was statistically 
signifi cantly and practically related to one 
career success indicator, namely talent board 
placement. Th is implies practically insignifi cant 
relationships with performance appraisal score 
and 360-degree evaluation. Th e levels of personal 
branding development thus relate to talent board 
placement scores.

Th e magnitude of the eff ect of personal brand 
maturity on talent board placement was, at a 
practical level, of a medium size (Cohen, 1988), 
with personal branding declaring 12.6% of the 
variance in talent board placement.

Th e following were thus found with regards to 
the fi rst hypothesis (H1: Th ere is no statistically 
signifi cant relationship between personal brand 
development and career success (individual 
performance appraisal score/360-degree 
evaluation/talent board placement)):

• Th e hypothesis was not rejected for individual 
performance appraisal 

• Th e hypothesis was not rejected for 360-degree 
evaluation

• Th e hypothesis was rejected for talent board 
placement – therefore, personal branding 
related signifi cantly to talent board placement

Th e diff erence in the way the three scores are 
generated may be important in understanding 
why personal branding only relates to talent 
board placement. While the performance 
appraisal score and 360-degree evaluation scores 
are generated though a highly mechanical and 
systematic process (with safeguards built in 
to prevent bias), talent board placement score 
calculation is a much more consultative and 
subjective process, where top managers integrate 
information (including performance appraisal 
scores and 360-degree evaluation scores) to 
categorise managers. Th e fact that the results 

show talent board placement as overlapping with 
personal branding is thus not surprising, as those 
who manage their workplace personas are more 
likely to infl uence those involved in compiling 
these lists, where impression management can be 
very important (see Bracken et al., 2001).

It is interesting to note that the comprehensive 
360-degree evaluations were not infl uenced 
by personal branding. Th is may indicate that 
personal brands are managed upward, so as to 
be regarded favourably by senior management, 
rather than downward. Th is statement is, 
however, speculative and could be tested later in 
an empirical manner.

Th e following were thus found with regards to 
the second hypothesis (H2: Known antecedents 
to career success (leader-member-exchange and 
employee engagement), plus personal branding, 
equally predict career success.):

• Th e hypothesis was not rejected for leader–
member exchange, employee engagement, 
and personal branding predicting individual 
performance appraisal

• Th e hypothesis was not rejected for leader–
member exchange, employee engagement, 
and personal branding predicting 360-degree 
evaluation

• Th e hypothesis was rejected for leader–
member exchange, employee engagement, 
and personal branding predicting talent 
board placement – therefore, personal 
branding contributed uniquely to talent board 
placement scores

Th e fi nding that neither leader–member–
exchange nor employee engagement, which 
oft en predict employee performance (Martin et 
al., 2016; Mackay et al., 2017), had the expected 
large eff ects on career success indicators, were 
surprising, and this is diffi  cult to explain. Th e 
only explanation the authors could forward is 
the unreliable or invalid measurement of career 
success, or that career success is driven by top 
manager’s perceptions, based on impressions, 
more than work related behaviour. Th is may be 
indicative of the importance of personal brand in 
career success.
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MANAGERIAL IMPLICATIONS 
It is important to note that, within this context 
of the organisation in which this study was 
conducted, neither performance appraisal 
scores nor 360-degree evaluation scores result in 
promotion, only talent board placement. It is thus 
recommended that ambitious individuals invest 
in learning and development interventions that 
will assist them in understanding, developing and 
maintaining a personal brand, as it relates to the 
important talent board placement scores. Top 
managers are also advised to be weary of those 
who present themselves as well branded, as this 
research indicate that personal branding does 
not equate to general performance or 360-degree 
ratings. Diekmann, Blickle, Hafner and Peters 
(2015), as well as Peck and Levashina (2017), 
makes the same point in their research were they 
discuss the well branded employee and their 
workplace performance.

CONTRIBUTION 
Th is research makes a valuable contribution to 
the existing research on personal branding in 
quantifying the relationship between personal 
branding and career success measures. It specifi es 
where personal branding may have its infl uence 
and the magnitude of that infl uence. To date, 
no other research has explored this issue in a 
quantitative manner. Th is study has, by providing 
empirical evidence, satisfi ed the need to specify 
the importance of personal branding and thereby 
contributed signifi cantly to the body of knowledge 
on a topic that is primarily discussed in popular, 
non-scientifi c literature.

LIMITATIONS OF THE STUDY AND 
RECOMMENDATIONS FOR FUTURE 
RESEARCH 
Th e results of the study are subject to certain 
limitations. As the research was conducted in only 
one organisation, the population and consequent 
data collected were limited. However, it would be 
diffi  cult to fi nd a larger organisation and to recruit 
signifi cantly more senior managers. Th at stated, 
assessing senior managers across organisations 
would have improved the study.

Th ose involved in the study have already achieved 
a lot in their careers, implying the compounding of 
career success scores, which makes diff erentiation 

and the accompanying statistics less eff ective. 
Combined this with, as mentioned previously, the 
low reliability of the measures of career success, 
and self-reporting on these scores, and achieving 
distinct quantitative results would be diffi  cult. Th is 
problem is amplifi ed by the fact that single-item 
measures were used, which oft en yield less than 
satisfactory results (Fisher, Matthews & Gibbons, 
2016). Th e infl uence of personal branding on 
other variables should also be explored, preferably 
using variables with higher reliability and validity 
than the career success factors presented here.

It might have been possible to achieve better 
nuanced results, on the link between personal 
branding and career success, had qualitative 
techniques been used. However, this study aimed 
to move away from qualitative claims found in 
popular literature, move beyond the subjective, 
and answer substantive questions on personal 
branding in a data-driven format. Th is does not 
close the door on further qualitative systematic 
studies of personal branding, moreover, and such 
studies are encouraged.

Th e aforementioned limitations may be addressed 
by future researchers, should researchers wish to 
pursue similar research objectives. It would also 
be valuable for future researchers to duplicate 
this study in diff erent companies and across 
organisations, as well as in other African and 
non-African countries. It might further also be 
interesting to test the link between the individual 
and organisational brand, on the one side, and 
the success of the organisation, on the other. 
As empirical research in the personal branding 
fi eld is scarce, any research which will enable the 
quantifi cation of this domain would be of use, as 
to demystify personal branding.
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ABSTRACT 
Organisations employ people in good faith believing 
that they will willingly and enthusiastically 
contribute to achieving organisational goals, but 
the reality is that disciplinary issues also surface 
in the work environment. As such, supervisors 
and managers require the necessary competencies 
and skills to deal with such situations. Th ere 
are many ways to shape and direct behaviour 
and that discipline is one of them. Disciplinary 
policies and procedures are normally utilised to 
correct employees’ behaviours that contradict 
organisational norms in order to foster a 
progressive working environment. However, 
when these are applied in an inconsistent 
and unfair manner, they will not bring about 
the desired outcome of improving employee 
behaviour in the workplace. Th e objective of this 
paper was to understand organisational members’ 
perceptions around disciplinary measures within 
a state owned-entity and whether they felt that 
the case organisation applied its disciplinary 
policy in a fair manner. A qualitative approach 
was adopted where semi-structured interviews 
were conducted with research participants. Ten 
research participants, who were either subjected to 
or involved in disciplinary hearings, participated 
in the study. Th e results revealed that research 
participants perceived the disciplinary policy as 
being inconsistently applied, and that it is further 
misused by toxic leaders to further their own 
selfi sh agendas within the case organisation. Th is 
situation has resulted to lower level of motivation 
and job satisfaction of employees, which has 
aff ected performance and productivity. Th e 
paper will enlighten union leaders and managers 
on how to carry out disciplinary measure in an 
organisation without creating perceptions of 

unfairness as a result of inconsistencies in the 
application of disciplinary measures.

Keywords: Consistency, disciplinary measures, 
perceptions, fairness. 

INTRODUCTION AND BACKGROUND 
Individuals enter the employment market with 
diff erent attitudes, skills, perceptions and values. 
When these individuals interact with one another 
at the workplace, the possibility for organisational 
confl ict increases as a result of their diff ering 
needs and interests. To resolve this potential 
confl ict between and amongst organisational 
members, supervisors and other organisational 
leaders, disciplinary measures are utilised to 
prevent escalation and to ensure peace in the 
workplace. However, when these disciplinary 
measures are applied inconsistently within an 
organisation, the consequences become apparent 
at all levels of a business. Bellizzi and Hasty 
(2001) describe inconsistent disciplinary action 
as being identical or similar workplace behaviour 
that is met with diff erent disciplinary sanctions. 
Bellizzi and Hasty (2001) further argue that the 
cause of the diff erential treatment may be owing 
to the personal circumstances of the employee 
such as a close working relationship and level of 
trust between the manager and employee. Hence, 
some employees may be severely disciplined, 
while others receive more lenient punishments 
from their managers. Th e current state of 
discipline management within the organisation 
under study is not as eff ective as it could be. 
Th ere are oft en appeals to disciplinary sanctions 
that are delivered to employees, with claims of 
inconsistencies within the disciplinary process. 
Further to this, disciplined employees and their 
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respective representatives oft en question the 
competence of chairpersons and the disciplinary 
panel aft er the process has delivered a sanction on 
them. Van der Bank, Engelbrecht, and Strumpher 
(2008) indicate that all these factors could lead 
to strained relations between management, trade 
unions and employees within an organisation. 
Cole (2008) explains that when appeals are lodged 
by employees who are unsatisfi ed with sanctions 
that are imposed on them by management, it leads 
to further resources being utilised, as well as extra 
costs being incurred by an organisation through 
lost time and productivity. Another worrying 
element is the amount of time that is spent at the 
CCMA by employees from the employee relations 
department. All the factors outlined above can 
lead to the creation of an unhealthy working 
culture within an organisation, where a lack of 
trust exists between management, employees and 
their respective trade unions. Th e above scenario 
has potentially resulted in employees holding 
perceptions of bias and unfairness towards the 
organisation’s disciplinary measures and its 
application (Coetzee and Botha, 2012). Th ese 
possible perceptions held by employees form the 
underlying reasons to conduct this research, as 
these perceptions need to be explored on a deeper 
level, and the root causes of these anomalies need 
to be identifi ed and addressed.

PROBLEM STATEMENT, RESEARCH 
QUESTION AND OBJECTIVE 
Although the organisation under study has 
established mechanisms to deal with disciplinary 
issues, complaints and disputes oft en, arise 
from its implementation. In other words, the 
organisation has formal disciplinary procedures, 
which are articulated within various policies, but 
its implementation seems to be at the heart of the 
problem.

Research question
In light of the research problem statement, the 
study investigates the research question below:

• What are organisational members’ perceptions 
around disciplinary measures within the state 
owned-entity? 

Research objective 
Th e objective of the research is:

• To understand organisational members’ 
perceptions around disciplinary measures 
within the state owned-entity. 

LITERATURE REVIEW 
Disciplinary measures should be utilised as 
corrective measures within organisations; 
not to penalise employees, but specifi cally to 
encourage workplace behaviours to be on a 
more desirable level (Bendix, 2010). However, 
when disciplinary action is utilised as some 
form of a penalty, its outcomes could lead to a 
manifestation of the problems faced by employees 
within the workplace. Th is is substantiated by 
Daniels, (2006) who states that the outcomes 
of punishment are rather short-lived, only 
temporarily discouraging unwanted behaviour 
instead of totally eradicating it. A consequence 
of utilising disciplinary measures as punishment 
is that it could potentially create resentment 
and antagonism within the workplace. Robbin, 
Odendaal and Roodt (2003) explain that if these 
ill-feelings are not appropriately addressed, it 
could negatively aff ect working relationships 
and levels of motivation within an organisation, 
thereby rendering disciplinary policies and 
procedures ineff ective.

Consistency in the application of disciplinary 
policies, procedures and measures 
Disciplinary policies are an important element of 
an organisation’s disciplinary system. Finnemore 
(2006) explains that to obtain consistency in 
disciplinary sanctions, an organisation must 
possess a written policy of possible off ences 
accompanied by disciplinary sanctions which 
could result from engaging in those off ences. 
Gennard and Judge (2005) advance the following 
as standard practice in setting out a disciplinary 
procedure: a verbal warning, ensued by written 
warnings should the necessary improvements be 
absent followed by fi nal written warnings in cases 
where behaviour or actions are still inadequate; 
followed ultimately by dismissal (Grogan, 2009). 
Th is process endeavours towards encouraging 
desirable behaviour and eff ectively remedying 
misconducts where they occur. Line managers 
are generally at the forefront of dispensing 
disciplinary action. Th erefore, it is important 
that these managers be equipped with the 
correct competencies and experience to resolve 
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any confl ict at the closest point of origin. Th is 
view is echoed by Greenberg and Baron (2007), 
who postulate that it is a function of managers 
to administer discipline with consistency, free 
of favouritism or bias, in order to reduce any 
perceptions of unfairness (Coetzee and Botha, 
2012).

For discipline to have the desired eff ect of 
correcting workplace behaviour, it should be 
applied in a consistent manner. Consistency 
will allow the process to be perceived as being 
fair, allowing the sanction, which stems from 
the process to be more readily accepted (Lewis 
& Th ornhill, 2003; Coetzee and Botha, 2012). 
Knight and Ukpere (2014) defi ne consistency 
as reliable and clear compliance to the parity 
principle. To apply this to the work context, Knight 
and Ukpere (2014), further view consistency as 
being similar workplace guidelines being applied 
to all individuals within a workplace, with no 
arbitrary criteria to diff erentiate them. However, 
this does not always happen, as some employees 
may receive “lighter” sanctions than others for 
committing the same misconduct or breaching 
the same set of rules. Du Plessis and Fouche 
(2006) explain that an organisation commits an 
unfair labour practice when it unfairly acts on the 
suspension of employees or the imposition of a 
severe disciplinary outcome.

Employers frequently suff er great losses because 
of ineff ective discipline and its application. Th ese 
losses are both monetary and non-monetary 
in nature, aff ecting the organisation in diff erent 
ways. Six (2005) states that monetary losses refer 
to substantial amounts of money being spent on 
litigation processes, as well as orders that are made 
by dispute resolution bodies for the payment of 
compensation and damages to employees who 
have been unfairly treated. Six (2005) further states 
that non-monetary losses refer to lower motivation 
amongst employees, decreased satisfaction on the 
job and employees who become disheartened as a 
result of unfair and inconsistent treatment on the 
part of the employer. Blyton and Turnbull (1998) 
explain that employees usually react to unfair 
situations in diff erent ways. Th ey could do this 
by withdrawing from situations of dissatisfaction, 
or alternatively participate in actions such as 
sabotage or by showing their displeasure against 

certain individuals. Knight and Ukpere (2014), 
state that inconsistencies occur when managers 
apply a specifi c set of rules to an employee that 
he\she primarily dislikes in a certain way, while 
applying the same rule completely diff erently 
to another individual. Th is may be because an 
employee is in the manager’s social circle, or an 
inherent friendship may exist between them. 
As highlighted earlier, the consequences of this 
practice is oft en damaging to an organisation. 
Knight and Ukpere (2014), further refer to 
consequences such as the payment of damages 
enforced against organisations, penalty payments 
imposed by courts, and also the harm caused to 
the employer’s brand as a result of the negligence 
of managerial cadres in the disciplinary process.

Th e role of the supervisor/line manager in the 
disciplinary process 
Whenever unsatisfactory performance is observed 
or misconduct is committed on the part of 
employees, the immediate report or line manager/
supervisor is usually the fi rst to know about this 
(Certo, 2006). Th ese line managers’ report to 
senior management on the performance of those 
teams or individual employees. Hall et al., (2013) 
further go on to state that line managers should 
be carefully selected within an organisation, 
paying special attention to competencies related 
to behavioural outcomes such as emotional 
intelligence, leadership and communication 
amongst others. Th is is because line managers 
usually have an individual or individuals 
reporting to him/her and must get them to work 
together to achieve strategic objectives within 
the business (Adams, 2007). Belker and Topchik 
(2005) suggest that when managing employees, 
line managers should confront problematic 
behaviours on the part of their employees. One 
reason for this is that a fundamental duty of 
any manager is to manage, and another is that 
an organisation expects its managers to have 
the interests of the business at heart. More than 
that, Managers have transactional roles such as 
initiating the process and acting as complainants 
during disciplinary inquiries or hearing.

Th e role of HR professionals in the disciplinary 
process 
Th e HR function within a business is a support 
service to the organisation. HR professionals 
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advise line managers on the implementation of 
policies and procedures, and the management 
of employees on a daily basis (Camen, Croucher, 
& Leigh, 2008). Nieto (2006) indicates that 
human resource professionals should strive to 
position themselves to advise the business on 
possible reasons for tension and diffi  culties in 
the employment relationship, and how to avoid 
unnecessary confl icts, where possible. It should 
also be understood that line mangers are specialists 
within their respective areas of the business, 
and may not be eff ectively equipped to deal 
with human relation issues and discipline in the 
workplace (Burke & Cooper, 2008). However, HR 
professionals provide expert advice and solutions 
to various employee issues in the workplace 
(Camen et al., 2008). Th is may not always be an 
easy task, as certain line managers, for instance, 
in this case give advice and suggestions and may 
not always make decisions regarding disciplinary 
action without consulting HR on the matter.

Th e role of the trade union representative (shop 
stewards) in the disciplinary process 
Trade union representatives, also known as shop 
stewards play an important role within South 
African workplaces, especially in the background 
of inequalities and past segregations (van Niekerk 
et al., 2012). Finnemore (2006) defi nes a trade 
union representative as an elected employee 
mandated with protecting employees’ rights, 
whilst promoting fair labour practices in the 
workplace.

Within disciplinary hearings, these representatives 
also play a defi ning role, as they could be requested 
to represent employees who are members of their 
union (Bendix, 2010). Th e union representative 
would then be tasked with defending the case of 
the accused employee, monitoring the fairness of 
the process while also examining witnesses and 
cross examining management’s witnesses (van 
Niekerk et al., 2012). Rendell (2000) defi nes the 
process of examining witnesses as a method of 
relating a story and its authenticity through the 
verbal evidence of others, while cross-examining 
is a technique of challenging the evidence of others 
by casting doubt on it. Grogan (2009) suggests 
that these two techniques could assist the accused 
employee’s case, while attempting to uncover 
the true nature of the allegations. Finnemore 

(2006) claims that having a union representative 
present adds substance to a disciplinary hearing, 
while protecting the employee’s rights, as set 
out in the Code of Good Practice: Dismissal, as 
articulated in the LRA 66 of 1995. Th e union 
representative further protects the employee 
from an unprocedural hearing, while assisting 
employees who may not be conversant with 
employment relations and disciplinary practices 
in the workplace (Burke & Cooper, 2008).

Given South Africa’s troubled and exploitative 
past, trade unions and their representatives is a 
key instrument in protecting employees’ rights 
and interests (du Plessis & Fouche, 2006). Bendix 
(2010) further observe that they ensure that 
management complies with their disciplinary 
codes and procedures, and that no employee 
is subjected to an unfair and inconsistent 
disciplinary hearing in the workplace. However, 
there are instances where the shop stewards 
may end up colluding with management to the 
detriment of the aff ected employees. Th is amounts 
to poor representation.

Th e infl uence of organisational culture on 
consistent disciplinary action 
Within all organisations, regardless of their size or 
nature, an organisational culture exists. Franklin 
and Pagan (2006) defi ne an organisation’s culture 
as a structure of common beliefs and values shared 
by employees, which comprises tangible and 
intangible cues constructed within the business. 
Organisational culture, in relation to discipline, is 
important, as managers will approach a situation 
based on what they perceive to be appropriate. 
Mathis, Jackson, and Valentine (2014) advocate 
that culture will dictate decisions taken by 
managers within a business. If an organisation 
breeds the culture of applying discipline 
inconsistently or allows problematic behaviours 
to continue, managers may follow this precedent 
and approach disciplinary situations in the same 
manner (Adams, 2007). Conversely, leaders 
within a business who approach disciplinary 
action in a personal manner not only jeopardises 
its eff ectiveness, but also contribute to a negative 
organisational culture and system of operation. 
O’Neil and Horne (2012) explain that the manner 
in which managers make decisions is one of the 
main infl uences on an organisation’s culture.
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Toxic leaders and their use of disciplinary 
action 
Within most organisations, there may be managers 
who place their own interests above that of the 
organisation’s. Th ese individuals serve their own 
selfi sh interests and fulfi l these interests through 
the way they approach and execute work duties 
and responsibilities. Such individuals are referred 
to as toxic leaders. Mathis et al., (2014) defi ne 
a toxic  leader as an individual who manipulates 
the leader–follower relationship by abusing power 
and destroying relations between employees. Parry, 
Stavrou, and Lazarova (2013) mention that toxic 
leadership develops through an absence of self-
awareness and decreased levels of confi dence 
and self-control, resulting in the pursuit of self- 
interests. Within the context of discipline, toxic 
leaders may use their power to bring about 
undesirable consequences for people whom they 
do not particularly like. Lawrence and Robinson 
(2007) explain that such enactments of power 
can threaten or weaken organisation members’ 
identity, and question their standing as strong and 
equal employees. Th ese behaviours by leaders are 
in most cases not sanctioned by the organisation, 
and are a sign of vengeful behaviours on the part 
of the leaders (Lee & Peccei, 2007). By doing so, 
the leader is not only undermining the purpose of 
disciplinary action, but may also contribute to or 
establish the practice of inconsistent disciplinary 
action in the workplace.

RESEARCH METHODOLOGY 
A qualitative research approach was utilised 
to explore the perceptions of employees on 
disciplinary measures within a state owned 
entity. Furthermore, semi-structured interviews 
were conducted as a means for data collection 
supported by the researcher’s own observations 
together with fi eld notes. Within this approach, 
research is conducted within a natural setting, 
allowing for face-to-face interaction with 
research participants. Th e primary objective for 
utilising qualitative methods was to gather an in 
depth or richer understanding about research 
participants’ perceptions of disciplinary measures 
within the case organisation. Qualitative research 
focuses on exploring phenomena as a process 
over time, which becomes important as theories 
relating to management oft en change over 
time (Bhaga & Ukpere, 2012). Furthermore, 

qualitative research is inductive in nature, oft en 
resulting in the generation of new hypotheses 
and theories (Babbie & Mouton, 2001). Ethical 
considerations were fully observed during the 
data collection; the full consent of participants 
was obtained. Th e anonymity of research 
participants was conserved during the interview 
process and the confi dentiality of information 
was preserved. Furthermore, the names and 
designations of participants’ were not mentioned 
during the qualitative data analysis. To protect 
their identities, pseudonym names were assigned 
to participants and they were generally referred 
to as participant number one, two and so on. In 
addition, employees’ level of tenure was also not 
mentioned without fi rst obtaining the consent 
of participants. We felt that it was important 
that the interviews should be conducted in the 
workplace where participants are based. Hence, 
we followed the recommendation of Myers 
(2010), who advocates that a setting should be 
chosen where participants are comfortable and 
which is private. As a result, most interviews 
were conducted during pre-arranged times with 
participants, where they had made time available 
prior to the interviews. A special arrangement 
was made to interview RP10 at his home because 
of his ongoing suspension. Privacy was ensured 
by securing a boardroom in an isolated area 
of the business, which allowed recordings to 
remain uninterrupted. An interview guide (Table 
1) was created to elicit responses from research 
participants on the subject matter of this study 
(See Table 1 below):

TABLE 1: INTERVIEW GUIDE QUESTIONS

What perceptions do employees hold 
regarding disciplinary measures within the 
organisation? 
With regard to disciplinary action in the 
workplace, what is your experience in terms 
of its use for the intended purpose?
Aft er experiencing a disciplinary hearing, 
how did you feel?
Do you feel that trade union shop-stewards 
do enough to assist employees during 
disciplinary matters? Please elaborate.
What is your perception of the consistency of 
the application of disciplinary action in the 
organisation?
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Th e research has explored the perceptions of 
participants employed in a state owned entity 
situated in Johannesburg, Gauteng Province, South 
Africa and who had been involved in disciplinary 
actions. Th e sample for the study consisted of 
ten research participants, including employees 
in top management, middle management, junior 
management, trade union shop-stewards as well 
as employees who had been disciplined in the 
past. Th is diverse sample would provide a rich 
source of data from every viewpoint of the case 
organisation on its disciplinary measures and 
applications in the case organisation.

FINDINGS 
Th e fi ndings from the raw data, which emanated 
from the interviews, are interpreted below:

Th eme 1: Perceptions regarding application of 
disciplinary measures within the organisation 
Participants indicated that they felt the disciplinary 
process was compromised. For example, one 
research participant (RP4) explained that the 
disciplinary process was being used for alternate 
purposes:

“I think over time it has been compromised in such 
a way that it is now used to settle scores, turf wars 
and to fi ght personal battles”.

RP4 seems to suggest that it had become normal 
practice for disciplinary measures to be used for 
achieving personal goals. In this regards, RP10 
shared similar sentiments:

“So you actually have me, for example, being 
charged with made up charges. In my case for 
example, you fi nd out that you are now being 
persecuted for trying to instil fi nancial discipline, 
for trying to ensure the seniors follow proper 
governance protocols”.

RP4 and RP10 share common perceptions of the 
disciplinary process, as both had been subjected 
to disciplinary action, which they felt was not 
warranted at all.

Th eme 2: Experience of employees in terms of 
consistently using disciplinary action for its 
intended purpose 
Th e second theme focussed on participants’ 
perceptions of whether disciplinary action 

was being used for its intended purpose within 
the case organisation. Th e following responses 
ensued:

“No, absolutely not because, I will tell you why. 
Because we have just few cases and the employee 
relations will attest to that, where a line manager 
will have, for the lack of a better word, a vendetta 
against their employee and they will fi nd ways to 
either charge that person or frustrate them or to 
dismiss them” (RP5).

“From maybe the perception point of view is that, 
the perception is that the process can be abused, 
unnecessarily so. For me there is a feel of a personal 
vendetta sometimes as opposed to looking at the 
true facts of the off ence” (RP7).

“I would say defi nitely not. Reason being there 
are certain cases where disciplinary action is 
warranted. I do not think it is being applied 
appropriately” (RP10).

“Well, I will not be able to prove it, but my opinion 
is that discipline is nowadays selectively applied, 
more in cases where people become hurdles in the 
process on the higher levels of the organisation”. 
(RP9).

In the above narrative RP9, introduces an 
interesting element by suggesting that discipline 
could also be selectively applied to target more 
senior employees who are perceived by their 
leaders as hurdles. In contrast to the above 
reponses, RP3 provided the following response to 
the same question:

“In my experience, the disciplinary action will 
follow an investigation and fi ndings which are 
highlighting a transgression with regards to policies 
and procedures of the organisation or related 
legislation you know. So hence I am saying, they 
are warranted you know” (RP3).

It appears as though RP3 holds idealistic 
perceptions around disciplinary action in the 
sense that it is standing up to its intended 
purpose. Th e rest of the research participants, 
comprising management, as well as shop stewards, 
are identifying an alarming trend within the 
organisation in relation to disciplinary action, but 
not RP3.
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Th eme 3: Feeling aft er being involved in a 
disciplinary hearing 
A probing question was also posed to research 
participants to refl ect on how they felt aft er 
having been involved in disciplinary action in 
one or other capacity. Th e following responses 
were presented:

“I felt aggrieved and taken advantage of and 
especially it lowered my professional and self or 
personal worth. I was off ended and yet no one got 
punished for it, but I got punished for something 
that I never did” (RP4).

“Extremely angry, I wish I had more powers to 
question the leadership and to actually take them 
through disciplinary action themselves for their 
actions”. (RP10).

RP4 and RP10 both allude to how the perceived 
unfair disciplinary action that was taken 
against them has aff ected them personally 
and psychologically. Th ey refer to feeling 
angry as their professional standing had been 
compromised, while RP10 expressed feelings 
of disempowerment. In addition, RP10 was 
emotional about how other employees were 
aff ected by the disciplinary hearing within the 
organisation, and this feeling was shared by other 
research participants, as outlined below:

“Sometimes during disciplinary hearings, the 
human factor kicks in. You feel bad for the employee 
because you know the family and they may be the 
only bread winner” (RP8).

“Well the one case where I had to testify that a 
person should be dismissed, I did not feel that well 
but I had no choice” (RP9).

“As a representative, it’s never nice to see your 
member being violated or taken advantage of in a 
DC, not a good experience at all” (RP6).

RP 8 and 9 displayed a level of empathy towards 
employees who have experienced disciplinary 
action, but both agreed that there were 
certain levels of misconduct, which warranted 
disciplinary action or even dismissal. Within this 
context, RP7 provided the following response:

“My honest opinion of this organisation in terms of 

the disciplinary procedures that are being followed 
here, I would go as far as to say I hope never in my 
life have to experience one again. Because it is not 
a good experience to go through” (RP7).

Although RP7 was a top level manager and would 
probably have to discipline one of her employees 
in future, she stated that she never wanted to 
experience the process in any other capacity, 
implying as a defender.

Th eme 4: Eff orts made by trade union 
shop-stewards to ensure consistency during 
disciplinary matters 
In relation to how research participants’ perceived 
the eff ectiveness of trade union representatives 
in protecting their members against disciplinary 
action within the organisation, the responses are 
shown below:

“My observation has always been that there are 
instances where I feel that trade unions, especially 
where a person has done wrong you know; I feel 
they need to advise their members appropriately” 
(RP3).

“Th ey at times use like tactics to bother and to 
frustrate the whole process or to personally attack 
the character of the Chairperson or the line and 
sometimes they take the, well they do not look at 
the merits of the charge. For me, the shop stewards 
should just advise and guide their members 
appropriately” (RP8).

“Shop stewards at times lose the plot and end 
up fi ghting issues which are not relevant to their 
members or the merits of the particular case they 
are dealing with. Th is has the potential of seriously 
prejudicing their members and the absence of 
a defence towards allegations faced by a union 
member could result in a harsh outcome being 
handed down” (RP1).

Participants perceived that the unions did not 
advise their members appropriately during 
disciplinary processes within the organisation. 
In addition to this, RP9 identifi es a lack of 
preparation for disciplinary cases by shop 
stewards, as outlined below:

“Th e one case which I, the last case I was involved 
in, a learner shop steward was used to defend 
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someone in a dishonesty case, which I think is not 
good enough” (RP9).

From the above narratives it would seem 
that research participants view trade union 
representatives within the organisation as being 
ineff ective, as they off er poor advice to members 
during times of disciplinary matters.

Th eme 5: Perception of the consistency in 
the application of disciplinary action in the 
organisation 
Th e question regarding how participants 
perceived the consistency of the application 
disciplinary action within the case organisation 
was a crucial question posed. Th is is because 
exploring consistency was the crux or core reason 
for conducting this study, and responses received 
were as follows:

“You must remember that there are two types of 
inconsistencies, historical and contemporaneous. 
In this organisation, you would fi nd that discipline 
is not applied the same as it was in the past for the 
same or similar misconduct, which is the historical 
part. Th en again there are instances where there 
are contemporaneous inconsistencies, where there 
are individuals in a group, depending who they 
are, where they are not disciplined for the same or 
similar misconduct like the rest of the group”(RP1).

“Look I feel that there is inconsistency in the 
application of disciplinary measures. People are 
applying the disciplinary policy in the way that 
they want and this is a problem” (RP2).

My perception is there is no consistency whatsoever, 
because for me it depends on the disciplinary panel 
(RP5).

Th e participants above all perceive that 
disciplinary action was not consistently applied 
within the case organisation. Further to this, RP7 
highlighted the following:

“According to my view I believe there is no 
consistency at all. I know for lesser cases where 
employees have been dismissed and in other cases 
which were most serious have been found not guilty 
somehow or they sort of get a slap on the wrist and 
they continue to work. So it is defi nitely in my 
opinion, there is no consistency” (RP7).

RP7 mentions that not only was there 
inconsistency, but that certain employees who 
were found guilty of very serious misconduct 
only received “light” sanctions, and continued 
working as if nothing ever happened. RP9 shared 
the same sentiments as outlined below:

“I do not think it is, I think it improved at some 
stage, but it is worse now again. People are not 
consistent, it depends on whether you are a high 
tree that you catch wind, and you are more likely to 
be taken to task than someone who is not making a 
lot of noise etc.” (RP9).

RP9 once again makes reference to organisational 
levels in his response as he did in an earlier 
response. His remark regarding “high trees that 
catch wind” seems to allude to senior managers 
who are close to the top who may be disciplined 
inconsistently or “targeted” for whatever reason. 
In relation to consistency, RP10 also had the 
following to say:

“I think at this point in time it seems like there is no 
consistency you know. Because you see charges like 
people being responsible or guilty of physical abuse, 
and their charges get shoved under the carpet. So 
I think at this point in time I do not think there is 
consistency” (RP10).

“Th ere is no consistency. Th ere is not any. Th is 
organisation really has to clean itself up; it has to 
clean its reputation especially when it comes to 
management” (RP4).

RP4 shared his views as outlined above, and his 
view regarding inconsistency was also shared by 
RP10. However, RP3 once again held a diff erent 
view as compared to other participants on 
consistency, as shown in his response below:

“I would say it is consistent. It is consistent, from 
where I am sitting, if I issue a report and you know 
there is this recommendation to discipline and it is 
managements’ prerogative to discipline” (RP3).

In his response, RP3 seems to justify his stance 
on consistency, and according to him, it is 
management’s prerogative to discipline. RP3 
is once again the outlier as compared to other 
participants, who all agree that discipline is applied 
in an inconsistent manner in the organisation.
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Th e narrative outlined above represents 
participants’ perceptions around disciplinary 
actions within the case organisation. Some 
research participants felt that management 
infl uence disciplinary processes in certain cases, 
and that there are toxic leaders present within 
the organisation who use disciplinary measures 
to further their own agendas. Consequently, the 
narrative also supported participants’ views that 
disciplinary action was applied in an inconsistent 
manner and that the process is being used for 
alternate purposes.

Some of the common terms used by participants 
were collated and ranked according to their 
frequency of use (Table 2).

TABLE 2: COLLATION AND RANKING OF 
COMMON TERMS BY PARTICIPANTS

Common terms used by participants Total 
Inconsistency 9
Misuse of discipline 8
Toxic leaders 5
Empathy for aff ected employees 5
Anger 4
Ineff ective shop stewards 4
Management infl uencing DC 
processes 3

Valid disciplinary action 3
False allegations 2
Consistency 1

Table 2 shows that inconsistency in the 
application of disciplinary measures was the 
common term that was used most frequently. 
In other words, the application of discipline in 
the case organisation was perceived as being 
inconsistent. Th is was followed by reference 
to the misuse/abuse of disciplinary processes, 
and then followed by toxic leaders and empathy 
towards employees that endure the negativities 
of such leaders also came out strongly as third 
common terms from the relevant data. Th e 
next in line was anger. Anger comes as result of 
perceived victimisation by toxic leader through 
unfair disciplinary processes. Moreover, an 
ineff ective shop steward, the next ranking may 
likely jeopardise the disciplinary process, which 
may negatively aff ect the aff ected employee. 

Management infl uencing the disciplinary process 
and the validity of disciplinary action were next. 
It is the perception of participant that sometimes, 
some managers in the organisation do exercise 
undue infl uence on the DC processes to further 
their own personal agendas. Moreover, a few 
research participants felt that serious misconduct 
such as fraud and dishonesty could not be 
condoned, and therefore justifi es disciplinary 
action. False allegation emerged as a less common 
term used. Only one participant (RP3) perceived 
disciplinary action as being consistently applied 
within the organisation, although his non-verbal 
communication throughout the interview, which 
was very defensive, could be interpreted as having 
provided a diff erent perspective as compared to 
his responses. Research participants expressed 
strong views in relation to each follow up question, 
and some themes were used by most participants.

DISCUSSION OF FINDINGS 
In terms of employees’ perceptions around 
disciplinary measures at the state owned entity, 
it was found that employees perceive disciplinary 
action as being inconsistently applied in the 
organisation under study. Th is observation is 
echoed in the following quote: “According to my 
view I believe there is no consistency at all “(RP7). 
Th e literature dictates that where an organisation 
fails to comply with its own standard operating 
procedures, inconsistencies are created within 
the application of these processes, which in turn 
creates negative perceptions of fairness amongst 
employees (Bendix, 2010). Findings from the 
interviews revealed that these inconsistencies 
lead to feelings of unfairness and insecurity, 
where participants felt that the impact of these 
inconsistencies negatively aff ect productivity and 
staff  morale within the organisation. Th e fi ndings 
further revealed that within the organisation, both 
historical and contemporaneous inconsistencies 
exist. Th e literature defi ned historical 
inconsistency as a situation where employees 
who have committed the same acts of misconduct 
as a number of other employees had in the past, 
but are measured by a diff erent standard and 
therefore not taken through disciplinary action 
or receiving a lenient sanction as compared 
to that in the past (du Plessis & Fouche, 2006). 
Th e literature further defi ned contemporaneous 
inconsistency as a situation where two or 
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more employees engage in the same or similar 
misconduct during approximately the same time 
period within the case organisation, but only one 
or a few of those employees were disciplined, or 
where dissimilar sanctions are imposed amongst 
them (Finnemore, 2006).

Th e fi ndings revealed that participants perceived 
disciplinary action as oft en being misused to 
further certain individuals’ agendas within the 
organisation, and that disciplinary action was 
now not being applied for its intended purpose. 
Th is was inferred from comments by participants 
such as: “Well, I will not be able to prove it, but my 
opinion is that discipline is nowadays selectively 
applied, more in cases where people become 
hurdles in the process on the higher levels of the 
organisation” (RP9). As aforementioned in the 
literature, the ultimate purpose of disciplinary 
action is to correct undesirable workplace 
behaviour to channel employees’ eff orts towards 
the achievement of organisational goals (du 
Plessis & Fouche, 2006). Findings from this 
study suggest that within the organisation under 
study, this did not always seem to be the case. It 
was found that disciplinary action was used by 
“toxic leaders” within the organisation to achieve 
ulterior motives which only contributed towards 
their self-serving purposes within the workplace. 
In the words of RP4, “Th ere is no consistency. Th ere 
is not any. Th is organisation really has to clean 
itself up; it has to clean its reputation especially 
when it comes to management”. Th erefore, 
it can be said that certain members within 
management have compromised the consistency 
of disciplinary action, where these members of 
management have subsequently earned a bad 
or “toxic” reputation as a result of their actions 
in the case organisation. Literature clarifi ed that 
these behaviours by management are not in most 
cases sanctioned by the organisation but are a 
sign of revengeful actions on the part of managers 
by using disciplinary action to further their own 
interests (Lee & Peccei, 2007). As a result of their 
own experiences of toxic leaders within the case 
organisation, it emerged from the data analysis 
that participants’ felt a sense of empathy for 
other employees who were being disciplined for 
ulterior and self-serving purposes. Th is can be 
inferred from the interviews, where participants 
expressed the following type of sentiments, 

“As a representative, it’s never nice to see your 
member being violated or taken advantage of in 
a DC” (RP6). Th e data revealed that this sense 
of empathy seemed to extend to employees who 
could encounter these toxic leaders in future; 
where employees might be disciplined for any 
reason should they become “hurdles” in the path 
of the current leadership within the organisation.

Th e data further revealed that employees who have 
experienced these inconsistencies and misuse 
of disciplinary action harbour feelings of anger 
towards senior management of the organisation. 
Th is was found as per the following responses 
from participants who had been disciplined for 
perceived unfair reasons: “I feel extremely angry, I 
wish I had more powers to question the leadership 
and to actually take them through disciplinary 
action themselves for their actions” (RP10). 
Another participant added: “I felt aggrieved and 
taken advantage of and especially it lowered my 
professional and self or personal worth” (RP4). 
Findings from the interviews also revealed that 
participants perceived some signs of bullying as 
‘professional standing’, ‘unfair job requirements’ 
and ‘being targeted. It was apparent from the data 
that trade union representatives are perceived as 
being ineff ective within the organisation. “I feel 
they need to advise their members appropriately” 
(RP3). Another participant added: “Shop stewards 
at times lose the plot and end up fi ghting issues 
which are not relevant to their members or the 
merits of the particular case they are dealing with” 
(RP10). Evidence in the literature suggested that 
trade union representatives or shop stewards are 
elected by employees with a view to protecting 
workplace rights and promoting fair workplace 
practices within an organisation (Finnemore, 
2006). Burke and Cooper (2008) further add that 
union representatives protect an employee from 
an un-procedural hearing, while assisting lower 
level employees who may not be conversant on 
employment relations and disciplinary practices 
in the workplace. Th is fi nding is particularly 
concerning because if the shop stewards within 
the state owned entity do not possess the skills 
and competencies required to eff ectively protect 
employees from inconsistencies in the workplace, 
this could further contribute to inconsistencies 
occurring in future.
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Findings from the data analysis show that when 
management attempt to “get rid” of certain 
employees, they unduly initiate disciplinary 
processes within the organisation. Findings from 
the interviews alluded to the undue infl uence 
appearing in the form of certain “mandates” being 
directed at employees within the HR department, 
where they are expected to carry out a work 
instruction which may not be fair or for a valid 
reason. Hall et al., (2013), explained that these 
types of actions by senior management violate 
the fair exchanges which are expected from 
employer and employees based on the contract 
of employment. Once either party within the 
employment relationship perceive their rights 
as being violated or infringed upon, a sense of 
unfairness exists which could result in undesirable 
behaviours and negative consequences for an 
organisation (Coetzee et al., 2012). Observations 
made during the interview process revealed that 
participants felt that these negative consequences 
could be avoided if disciplinary action was used 
for its intended purpose within the organisation, 
but this does not seem to be the situation in the 
organisation under study.

Th e fi ndings revealed that there were certain 
instances where disciplinary action was perceived 
as being valid within the organisation. Participants 
stated that this validity would depend on the 
type of misconduct committed and the severity 
thereof, where the organisation would have no 
choice but to discipline the employee for this 
transgression. As RP8 stated: “unfortunately when 
you look at serious misconduct such as fraud and 
the like, you have no alternative but to dismiss”. 
Th is statement is substantiated by Grogan (2009) 
who explained that there are certain actions which 
the organisation simply cannot condone from 
its employees, where disciplinary action is the 
only suitable recourse to deal with these actions 
committed. Six (2005) further added to this by 
explaining that these types of behaviours erode 
the trust relationship between employer and 
employee, where one party to the employment 
relationship had broken the reciprocal element 
involved in a contract of employment.

Interestingly, the fi ndings showed that although 
there are and have been cases of valid disciplinary 
action being taken within the case organisation, 

it was felt that some employees were charged with 
false allegations, which have been levelled against 
them in the course of their duties. It emerged 
from the data analysis that certain participants 
perceived that senior management had “concocted 
and brewed” false allegations in an attempt to 
get them out of the way. Th is was inferred from 
what was said in the following: “So you actually 
have me, for example, being charged with made up 
charges” (RP10). Another participant added: “I 
got punished for something that I never did” (RP4). 
It is clear from the fi ndings that these participants 
viewed their disciplinary action as unfair, and 
that they were “targeted” within the organisation.

An interesting and outlying fi nding did, however, 
emerge from the data. Th is relates to one where 
a research participant perceived that disciplinary 
action was consistently applied within the 
organisation under investigation. Th is was noted 
through the following remark: “I would say it is 
consistent” (RP3). Th is was in stark contrast to 
the rest of the research participants who revealed 
that disciplinary action was being applied in an 
inconsistent manner. Findings from the data 
analyses alluded to this research participant’s 
rationale not being convincing, as his responses 
were based on his line of work, and what he 
believed consistency meant within the context in 
which it was raised.

Based on the discussion outlined above, the 
research objective, which is to understand 
employee perceptions regarding disciplinary 
measures, has been achieved. Employees perceive 
disciplinary action as being inconsistently 
applied within the organisation, with the misuse 
of disciplinary action further contributing to 
this phenomenon. Th e presence of toxic leaders 
in the workplace is perceived to be the root 
cause of inconsistencies and victimisation, as 
the disciplinary process is used to “settle scores” 
and “get people out of the way”, because they are 
perceived to be “hurdles” towards the excessive 
behaviours of toxic leader. Since respondents 
represented diff erent constituencies within the 
case organisation, the congruency between 
responses renders the fi ndings more trustworthy.

RECOMMENDATIONS 
Based on the information obtained from 
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research participants, it is clear that a perception 
exists that the case organisation’s disciplinary 
measures are inconsistent and unfairly applied. 
In order to enhance consistency and fairness with 
regard to disciplinary measures, and to correct 
undesirable workplace behaviours, the following 
recommendations are proposed:

Education and Training 
Th ere is a great need to train organisational 
members on law, company policy, and code of 
conduct, disciplinary process, roles, unacceptable 
behaviour, bullying and leadership. Current levels 
of knowledge on these critical topics amongst line 
managers and some members of the disciplinary 
panels seem low throughout the organisation. Th is 
hampers line management’s ability to appreciate 
advices which are given to them by employees 
within the HR department, and thus choose to 
instead implement discipline in a manner that 
suites them. Th e organisation can, therefore 
utilise both internal and external specialists to 
deliver training at the workplace, where line 
managers and other staff  members can attend the 
training during working hours in a designated 
area. Th is will further ensure that employees have 
an understanding of the disciplinary process and 
rule on disciplinary matters in a fair and objective 
manner.

Disciplinary action to be taken against toxic 
leaders 
Where a trend of wasteful expenditure and misuse 
of disciplinary processes exist, the organisation 
should take steps towards disciplining managers 
who use discipline to further their own selfi sh 
agendas. Th is will ensure that those line managers 
who instil a sense of fear in the workplace are dealt 
with whilst simultaneously sending a message 
that the misuse of discipline will not be tolerated 
at any level within the state owned entity.

Change of organisational culture 
Th ere is a critical need to change the poor 
organisational culture and sense of fear, which 
is currently present within the workplace. Senior 
leaders should take a stand and articulate the 
desired culture, serve as exemplars and develop 
a culture of excellence and integrity. Additionally, 
there is a need for the organisation’s decision 
making processes and ways of doing things to 

be more eff ective and transparent, allowing for 
development of a new culture to fi lter down 
to every level within its structures. When an 
ineff ective or deliberately poor decision results in 
fi nancial and/or reputational damage to the state 
owned entity, the root causes of that decision 
should be investigated and addressed, and the 
individual/s responsible for those decisions 
should be called upon to account for it, and 
not be protected or shielded from facing the 
consequences of their actions.

Subordination of self-interests in favour of the 
organisation’s interests 
Th e problems that are currently present in the 
workplace should be resolved in a humanistic 
manner. Th ere is a need to subordinate self-
interest to organisational interest. In fact, it 
is recommended that leaders and employee 
should refocus their eff orts towards achieving 
organisational goals based on Batho Pele 
principles of value and goal alignment rather than 
their selfi sh egoistic interests. Th is action will 
resonate the leading by example approach, where 
leaders do what is best for the organisation and 
all who are within it for successful and eff ective 
service delivery in the public interest.

CONCLUSION 
Th e statement of the research problem points to the 
assertion that disciplinary action is inconsistently 
and selectively applied, which has negative 
consequences for the organisation. Th is has led to 
perceptions of unfairness amongst employees. It 
is signifi cant to emphasise here that the fi ndings 
of the study corroborate the research problem, 
where it was indeed found that disciplinary 
mechanisms were unable to achieve its objectives 
in the organisation under investigation owing 
to it being applied in an inconsistent manner. 
Consequently, the organisation found it diffi  cult 
to remedy undesirable workplace behaviours, 
where these behaviours manifested in the form of 
toxic leadership and the self-serving behaviours 
of individuals. Th is situation has further led 
to employees within the organisation having 
lower levels of motivation, job satisfaction and 
overall productivity as a result of this unequal 
treatment in disciplinary action. Th erefore, a 
renewed call is made to leaders within the case 
organisation to educate and train its employees 
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on disciplinary measures as well as to consider 
other recommendations made in this study. 
Once these have been addressed, employees will 
be able to interact harmoniously and possess a 
sense of professional respect for one another; the 
implementation of discipline will vastly improve, 
resulting in higher levels of fairness, ethical 
conducts and increased productivity or service 
delivery in the organisations.
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ABSTRACT 
Engineering combines the fi elds of mathematics 
and science, including engineering science and 
technology, in order to solve problems and to 
improve the society and economies of countries. 
Engineers have the ability to implement ideas 
generally in a cost eff ective and practical manner. 
Although a fi eld in engineering is largely a male-
dominated career, women have qualifi ed and 
are becoming more interested in an engineering 
career. Th e problem remains that female students 
are still in the minority compared to their male 
counterparts studying engineering at higher 
education institutions and in practice.

Th e aim of this study was to determine what 
attracted female students towards studying 
engineering. A survey was conducted amongst 
engineering students to identify the reasons for 
both genders, currently studying engineering 
at Nelson Mandela University, why they chose 
to study engineering and what infl uenced their 
career choice. Th e fi ndings from the research 
study indicated that both genders develop an 
interest in engineering between the ages of 13 – 
18 and the factors that infl uenced both genders 
to choose to study engineering are similar. Th e 
fi ndings indicate that most female students 

enjoy problem-solving, designing and creating 
activities. Th ey were part of summer science, 
mathematics or engineering programmes whilst 
at school. Female scholars need to be made aware 
of engineering career opportunities at high school 
level.

Keywords: Women, Engineering, Career choice. 

INTRODUCTION 
Engineering has become an attractive fi eld of study, 
compared to a number of years ago (Kossiakoff  et 
al., 2011). According to the Engineering Council 
of South Africa (ECSA), engineering combines 
the fi elds of mathematics and science, including 
engineering science and technology, in order to 
solve problems in reality and to improve society 
and the economy of the country (ECSA, 2015). 
In addition, engineering includes the ability to 
implement ideas in a cost eff ective and practical 
manner. Some of these solutions may include 
sustainability, needs of society, necessary risks 
and protection of the environment (ECSA, 2015; 
Kossiakoff  et al., 2011). Engineers are creative 
and develop ideas by using technologies to 
improve the environment and living conditions 
(Harris, Pritchard & Rabins, 2009) by designing 
and manufacturing diff erent products based on 
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customer needs and expectations (Lui, Zhong & 
Zhao, 2014).

Although engineering is a popular fi eld to enter, 
there is a major shortage of engineers all over the 
world. South Africa, especially, has a critical need 
for quality engineers (Hunt, 2015). Th erefore, it 
is very important for young engineers to receive 
the relevant knowledge and skills, in order to 
improve society and present solutions to improve 
the South African economy (ECSA, 2015). South 
Africa requires both males and females to enter 
the fi eld of engineering (Hunt, 2015). Engineering 
historically has been labelled as a male dominant, 
objective and impersonal fi eld of study (Stonyer, 
2002).

Women receive less encouragement than 
men to enter a fi eld in engineering (Hunt, 
2015). Worldwide, females are a large pool of 
participants in the workforce with over half the 
global workforce being female (Rogers, 2015). 
According to UNESCO’s Institute of Statistics, 
only 8 percent of all students in engineering, 
manufacturing and construction globally are 
women (UNESCO, 2017). Th e biggest challenge 
remains to attract and retain women towards a 
fi eld in engineering (Barkhuizen & Du Plessis, 
2015).

Career decision-making is a fi eld that has been 
researched for many years. Every person has 
a unique set of skills and interests, diff erent 
personalities and diff erent contexts. As a 
result, career guidance has developed into 
a comprehensive system based on theories 
(Alvin Leung, 2008). Th e development of career 
guidance into a global discipline requires a set of 
theoretical frameworks with universal validity 
and applications, as well as culture-specifi c 
models that could be used to explain career 
development issues and phenomenon at a local 
level (Alvin Leung, 2008).

PROBLEM INVESTIGATED AND 
RESEARCH OBJECTIVE 
South Africa has a major shortage of both males 
and females entering the engineering profession. 
A limited number of females enter the engineering 
fi eld compared to their male counterparts in 
South Africa (ECSA, 2015). Engineering is a very 

important career as it improves the society and 
economy of a country (ECSA, 2015). Th e reasons 
why so few females choose to study engineering 
and what attracts females to engineering have not 
been investigated at a comprehensive university 
in South Africa. In addition, the engineering 
industry is faced with the problem that there are 
many females leaving the engineering profession. 
Managers need to investigate solutions of how to 
retain them (Barkhuizen & Du Plessis, 2015).

Th e Faculty of Engineering at Nelson Mandela 
University enrolment fi gures from 2013-2017 
are presented in Table 1. An average of only 20% 
of annual total engineering student enrolments 
are females, contributing to the major overall 
shortage of engineers.

TABLE 1: NMU ENGINEERING STUDENT 
ENROLMENTS

Year Males Females Total
2013 1699 (83%) 339 (17%) 2038
2014 1699 (79%) 449 (21%) 2148
2015 1701 (79%) 444 (21%) 2145
2016 1560 (80%) 402 (20%) 1962
2017 1448 (80%) 357 (20%) 1805

Th e main problem addressed in this research 
study is that engineering is not a preferred fi eld 
of study for female students in South Africa. Th e 
research objective of this study was to determine 
the factors that infl uenced female students’ 
decisions to study engineering at a Higher 
Education Institution (HEI).

LITERATURE REVIEW 
Engineering has been part of human society 
for a very long time. Engineering continued to 
evolve as science and new technologies were 
discovered. Due to continuous new and improved 
developments in engineering and science, most 
human beings can enjoy a more comfortable 
life (Male, Bush & Murray, 2009). Th e growing 
population of countries requires an increasing 
demand for skilled engineers in the world 
(Johnson et al., 2013).

Th e purpose of engineering and even other 
technological sciences is very important for both 
past and future economic performance (Male 
et al., 2009). Without the appropriate people in 
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these careers, economic success and scientifi c 
leadership will diminish. Careers in engineering, 
science and mathematics contribute to the 
standard of living and quality of the country’s 
well-being.

Education in the engineering fi eld is the best 
investment any country can make for their future 
prosperity (Burke & Mattis, 2007; Male et al., 
2009). In addition, Bell (2011) elaborates on the 
important role of engineers, as engineers develop 
new infrastructure systems that acknowledge 
the relationships between changing society and 
technology, by shaping demand for resources and 
intervening between clients, values of society, the 
environment and new possibilities of technology 
(Bell, 2011). Th us, innovative advances in the 
fi eld of engineering will improve the way of living, 
promote economic growth and protect national 
investments (Allen & Zhang, 2016; Alwi et al., 
2014).

According to Queen’s University (2016), there are 
many diff erent fi elds within engineering. Each 
fi eld has a unique purpose in the world. Th ese 
diff erent fi elds are:

• Aeronautical and aerospace engineering – 
Th is fi eld includes designing, manufacturing 
and operating of aircraft , spacecraft , rockets 
and missiles. Th ese engineers also assist and 
develop a sound defense force for a country 
(Bertin et al., 2004). 

• Agricultural engineering – Th is fi eld 
includes engineers who apply technology 
and biological science to agriculture, as well 
as the designing of agricultural machinery 
and equipment. In addition, these engineers 
develop ways to conserve soil and water in 
such a manner to discover diff erent ways 
to improve the processing of agricultural 
products (EnvironmentalScience, 2016).

• Biomedical engineering – Th is fi eld includes 
the application of engineering techniques and 
principles to the medical fi eld. For example, 
to combine problem solving skills, design and 
innovation in order to assist and to improve 
patient health care and the quality of life of 
individuals (Bronzino & Enderle, 2012).

• Biomechanical engineering – Th is fi eld 

includes how engineering is applied to the 
human body. Engineers design products that 
provide safety, feel comfortable and enhance 
human performance. For example, clothing 
designs, safety car seats for children, running 
shoes, etc. Engineers can use their innovation, 
creativity and knowledge to design and test 
products (Queen’s University, 2016).

• Chemical engineering – Th is fi eld includes 
the designing of equipment and processes for 
large-scale chemical manufacturing. Chemical 
engineers work in a variety of manufacturing 
industries (Denn, 2012).

• Civil engineering – Th is fi eld includes 
engineers who plan, design, construct and 
maintain a variety of structures, such as 
bridges, roads, buildings and dams, which 
result in meeting diff erent human needs 
(Institution of Civil Engineers, 2015).

• Computer hardware and soft ware engineering 
– Th is fi eld includes the computer hardware 
engineers who design, develop, research and 
test computer hardware and soft ware. Th is 
includes all communications equipment, 
new computer and integrated hardware and 
soft ware developments (Berry et al., 2003). 
Th e computer soft ware engineers apply and 
address the quick evolving principles and 
techniques of computer science, engineering 
and mathematical analysis and skills to the 
development, design and testing of soft ware 
systems (Queen’s University, 2016).

• Electrical engineering – Th is fi eld includes 
engineers who design, develop, test and 
supervise the manufacture of any electrical or 
electronic equipment (Laplante, 2005). 

• Mechanical engineering – Th is fi eld includes 
everything regarding mechanical devices, for 
example the designing, building and testing 
of machines. Th ese could range from small 
individual devices to large systems (University 
of Washington, 2014).

• Mechatronics engineering – Th is fi eld includes 
a combination of mechanical engineering, 
electronics and computer systems (Bradley et 
al., 2015). 

• Mineral engineering – Th is fi eld includes 
mining, metallurgical and petroleum 
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engineers. Th eir focus is upon extracting 
minerals from the ground and converting 
them to pure and solid forms (Queen’s 
University, 2016).

• Nuclear engineering – Th is fi eld includes 
research and development of processes, 
instruments and systems which could benefi t 
radiation and nuclear energy (Kok, 2009). 

• Photonics engineering – Th is fi eld includes 
engineers who detect and control photons 
especially in the visible light spectrum. 
Th ese inventions additionally provide the 
infrastructure for the Internet (Queen’s 
University, 2016).

• Sustainable design engineering – Th is fi eld 
is also known as eco-design, green design or 
design for the environment. Th erefore, this 
fi eld includes economic, social and ecological 
sustainability in designing of physical objects. 
Th ese objects may vary from buildings, cities 
or even the earth’s surface (Davidson et al., 
2010). 

Th e number of career paths in engineering has 
increased the past years. Th e top four careers in 
engineering, which have grown the most, are 
petroleum engineering (30 percent), mining and 
geological engineering (12 percent), biomedical 
engineering (10 percent) and industrial 
engineering (10 percent) (Queen’s University, 
2016). Th e Engineering Council of S.A. (ECSA, 
2015) elaborates further upon the activities 
engineers need to do, in order to improve 
the economic and social needs of the society. 
Th ese include the design and improvement of 
components, processes or systems; planning 
and the organisation of the capacity and 
location of infrastructure; investigating and 
reporting any engineering problems; managing 
the implementation or construction projects; 
researching and developing products and 
processes and training, developing and educating 
engineering staff  (Alwi et al., 2014; ECSA, 2015). 
Th erefore, all the diff erent engineering fi elds 
mentioned above, positively contribute toward all 
countries globally, in one way or another (Gereffi   
et al., 2008).

Many of the professions, which will be needed in 
the next 20 years, have not even been invented yet, 

just as many of the professions which are advertised 
today did not exist 20 years ago (Dowling, 2015). 
Th is includes the spread of mobile technology, 
developing of composite materials, the increasing 
demand for energy and many other advances, 
which have created a variety of fascinating and 
attractive new professions (Dowling, 2015).

South Africa has a major shortage of qualifi ed 
engineers. ECSA (2015) indicates that South Africa 
only has one engineer per 3 166 of the population, 
whereas other countries like Brazil have one in 
227, Australia has one in 455 and Chile has one in 
681. Th e top fi ve most preferred engineering jobs 
in South Africa are civil engineering, electrical 
engineering, soft ware engineering, chemical 
engineering and mechanical engineering 
(Oxbridge Academy, 2015). However, according 
to Th ompson (2015), South Africa is urgently 
in need of electrical engineers, followed by civil 
engineers and mechanical engineers, as indicated 
on the government’s scarce skills list.

Although jobs in the fi eld of engineering are 
growing, there is a major problem that most of 
the engineering employees are older than 55 
years. Th erefore, most of these South African 
engineers will retire within the next ten years. 
Th e major challenge will be whether enough 
students graduating from universities, will join 
the engineering workforce (Wright, 2014).

Th e number of students who enrol at Higher 
Education Institutions (HEIs) within the fi eld of 
science, engineering and technology, will depend 
on their Mathematics and Physical Science marks, 
which they receive in high school. Mathematics 
and Physical Science are some of the admission 
requirements in order to study in a fi eld of 
science, engineering and technology. Th e World 
Economic Forum ranked South Africa 128 out 
of 137 countries in terms of maths and science, 
which contributes to the low number of students 
choosing to study engineering (World Economic 
Forum, 2016). Building science, technology, 
engineering and mathematics (STEM) skills in 
students at all school levels is essential to building 
the next generation of engineering workers and 
engineering skills (Sarkar, Tytler & Palmer, 2014).
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Women in Engineering 
Women have increasingly been entering 
professions which were previously predominately 
reserved for men. Engineering is an example 
where gender inequalities are very slow to change 
and women engineers are still in the minority 
(Holth, 2014; Schreuders et al., 2009). Worldwide, 
females are a large pool of participants in the 
workforce with over half the global workforce 
being female (Rogers, 2015). Th e South African 
Government implemented labour laws, for 
example the Employment Equity Act 55 of 1998, 
in order to address gender inequality in the 
workplace (Department of Labour, 2015).

Despite these eff orts, women engineers are still 
being isolated or undermined. As mentioned 
earlier, engineers are important in order to develop 
a country’s economy as well as the sustainability 
of the country. Engineers design our world and 
our society and if women are not at the design 
table, 50% of the population would be excluded 
(UNESCO, 2017). Th e attraction and retention 
of women in this fi eld will maximise innovation, 
creativity and competitiveness. Th e biggest 
challenge remains to attract and retain women 
towards a fi eld in engineering (Barkhuizen & Du 
Plessis, 2015).

Women also tend to leave engineering at a higher 
rate than men, despite working so hard initially to 
qualify (Barkhuizen & Du Plessis, 2015; Cadaret 
et al., 2016) and even achieving better grades than 
men (Mills, 2011). Th is may be a result of labour 
market perceptions and most engineering related 
organisations preventing women from reaching 
their full potential because of working conditions 
and family commitments. Th is may discourage 
women from entering a fi eld in engineering 
(Hunt, 2015).

In addition, women’s disadvantages in the 
engineering profession originate both from the 
attributes and priorities of individual women 
and from organisational cultures and work 
environments (Cadaret et al., 2016). Th is has 
been formulated by the interests, values and 
philosophies of men. Women become even more 
discouraged in the workplace, due to higher 
standards of achievement expected from them 
than from men (Hunt, 2015).

Barkhuizen and Du Plessis (2015) and Hunt 
(2015) identifi ed the following factors that women 
encounter working in a fi eld of engineering:

• balancing long work hours and family; 
• isolation due to being the minority;
• the lack of mentoring and networks; 
• working in a risk-taking environment; 
• the hostile masculine environment; 
• discrimination; 
• sexual harassment; 
• lack of training and career advancement; and 
• salary inequity and misunderstandings arising 

from diff erent styles of communication (Ayre 
& Roberts, 2002; Hunt, 2015). 

A study in Australia found that there are a 
number of factors in the broader STEM [Science, 
Technology, Engineering and Maths] area, with 
the following specifi c to participation of women 
in engineering. Th ese include negative images 
about engineering study and careers, and self-
perceptions that draw female students (who have 
ability in mathematics and science) to prefer 
medicine, veterinary science and architecture. 
Strong gender disparities exist in some of the 
infl uences which motivate students to study 
engineering. Th ese include that female students 
were signifi cantly less infl uenced by‘enjoying 
knowing how things work’ or ‘enjoying building 
stuff  ‘. In addition, career advisers in many schools 
do not adequately support female students who 
might consider engineering. Th is is compounded 
by the lack of growth in the number of female high 
school students in Australia studying prerequisite 
subjects (e.g. higher level school maths and 
physics). Th e study also revealed masculine biases 
in engineering curriculae, assessment methods 
and the learning environment (Sarkar, Tytler & 
Palmer, 2014).

However, in spite of these factors that women are 
facing, some women are actually successful in 
these male-dominant careers (Smeding, 2012). 
Globally about 66 percent of men are interested in 
engineering, while only 43 percent of women are 
interested (Hunt, 2015). However, in India, men 
and women are showing great interest in a career 
in engineering. In India, 79 percent of women 
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show an interest in engineering, followed by 62 
percent of women in China, 55 percent in Brazil, 
48 percent in Turkey, 35 percent in United States, 
33 percent in Germany, 28 percent in United 
Kingdom and 27 percent in Japan (Sinha, 2015).

According to ECSA (2015), all engineers in South 
Africa need to register with ECSA in order to work 
in one of the respective engineering professions. 
Table 2 indicates the registered numbers under 
the category Professional, as stated in the 
Annual ECSA report of 2016/17. Th e number of 
registered professionals is 26229 males and 1 966 
females. Females are only 7.5 percent of the entire 
professional registration in 2017.

TABLE 2: PROFESSIONAL REGISTRATION 
STATISTICS BY GENDER & CATEGORY (ECSA, 

2017)

Professional Registration Statistics by 
Gender & Category

Category Male Female
Professional Engineer 15 868 865
Professional Engineering 
Technologist 5193 379

Professional Certifi cated 
Engineer 993 7

Professional Engineering 
Technician 4175 715

Total 26229 1966

Table 3 indicates the registered numbers under 
the category Candidate, as stated in the Annual 
ECSA report of 2016/2017. It can clearly be 
seen that the number of males registered in 
this category is 13 560 with only 3 862 females. 
Th erefore, females represent only 22 percent of 
the entire candidate registration by gender and 
category (ECSA, 2017).

Th e ECSA (2017) statistics clearly indicate that 
women are a minority in engineering. In order to 
achieve the full potential of a well-balanced staff  
portfolio, management must invest in strategies 
to attract more women towards a career in 
engineering.

TABLE 3: CANDIDATE REGISTRATION STATISTICS 
BY GENDER & CATEGORY (ECSA, 2017)

Candidate Registration Statistics by Gender 
& Category

Category Male Female
Candidate Engineer 7072 1 824
Candidate Engineering 
Technologist 3 770 900

Candidate Certifi cated 
Engineer 270 7

Candidate Engineering 
Technician 4 918 1 696

Total 16030 4427

Factors women face when studying towards a 
fi eld in engineering 
Limited female role models, misconceptions 
about engineering studies and careers and gender 
bias and stereotypes are some of the factors that 
are keeping young women out of engineering 
studies and careers (UNESCO, 2017). Engineering 
is seen as a masculine, objective and impersonal 
fi eld of study (Holth, 2014; Schreuders et al., 
2009; Stonyer, 2002). Th is is the opposite of what 
is expected from females of the fi eld in which 
to choose a career. As soon as females enter the 
university environment, they are already at a 
disadvantage due to gender inequality (Stonyer, 
2002). Th ere could be many reasons for females to 
distance themselves from male-dominant careers, 
for example social infl uences, past experiences 
or even a female’s own perception about certain 
fi elds (Bodner et al., 2006). However, during 
school years, female students were also interested 
in mathematics and sciences, the same as male 
students. Female students also excelled in logical 
thinking compared to their male counterparts 
(Holth, 2014).

Schreuders et al. (2009) elaborate further that 
female students are more likely to complete 
an engineering qualifi cation compared to 
male students. When choosing an engineering 
qualifi cation, female students are less likely to 
change their qualifi cation. In addition, female 
students entering into any engineering fi eld are 
more likely to do well and to graduate (Schreuders 
et al., 2009).

Jagacinski (2013) also adds that there is still 
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a major need that female students need to be 
encouraged to choose a career in engineering. 
Th ey should also be encouraged to complete at 
least a bachelor’s degree level and must not stop at 
a diploma level. Many factors infl uence women in 
choosing a fi eld in engineering. Th is could range 
from advice from school teachers or parents, 
cultural norms or social pressures (Jagacinski, 
2013) or even interest in mathematics and science 
(Holth, 2014).

In addition, Holth (2014) elaborates on women 
taking on a rational thinking approach in order 
to choose a career in engineering, which involves 
career and job opportunities. Encouragement is 
important for female students (Jagacinski, 2013). 
Th erefore, a few barriers may include inconsistent 
support and adequate encouragement such as 
lack of knowledge and support from parents, 
low teacher inspiration and support, lack of 
extracurricular opportunities, lack of knowledge 
regarding successful careers in engineering, 
anxiety during tests, past performance and lack of 
interest in certain subjects (Cadaret et al., 2016). 
Other factors for not completing an engineering 
course for both male and female students may 
include that it is too theoretical, not interesting, 
tutorials were not considered useful, unsuccessful 
teaching styles or lack of communication (Baillie 
& Fitzgerald, 2000; Kho, 2016).

Kho (2016) elaborates on some reasons why 
female students may choose engineering as a 
career. Th ese may include reasons such as that 
females are good at mathematics and science at 
high school level; they enjoy practical activities; 
they were encouraged by high school teachers; 
successful female role models; better social status; 
better job opportunities; able to apply problem 
solving activities to the real world; they do not 
mind the male-dominant environment; or simply 
because they enjoy engineering (Kho, 2016). 
In order to address this problem of attracting 
students, particularly females, to engineering, 
career decision-making theories need to be 
reviewed.

Career decision-making 
Decisions to choose and persist in a career or to 
change careers, jobs or organisations are made 
from adolescence to middle age and are infl uenced 

by a number of factors. Th ese factors may be 
internal to the individual, such as interests or 
skills, or external, such as infl uences by families, 
the economy, or even certain policies (NAC, 
2018). Th ere are several career guidance theories, 
which have been developed over the years. Th e 
development of career guidance into a global 
discipline requires a set of theoretical frameworks 
with universal validity and applications, as 
well as culture-specifi c models that could be 
used to explain career development issues and 
phenomenon at a local level (Alvin Leung, 2008).

Holland’s theory is based on an interaction 
between personality and the fi t with the 
environment; in other words, people wanting to 
pursue a career are paired with people working in 
the careers (Holland, 1997). Holland developed 
six types of individuals (realistic, investigative, 
artistic, social, enterprising and conventional). 
He recognises that these types will have diff erent 
occupational interests. In other words, he focused 
on individual diff erences rather than similarities 
(Holland, 1997). Super (1957), on the other 
hand, used a developmental approach to career 
guidance. He noted that individuals progress 
through fi ve ‘life-stages’ (growth, exploration, 
establishment, maintenance and decline) as 
their careers progress. His theory is based in the 
thinking that as a person goes through life stages, 
they develop an idea of themselves and then match 
that with the idea they have of an occupation.

Bandura (2001) is known for his Social Cognitive 
Th eory, which is based on the premise that 
people learn by watching what others do. Th e 
fundamental pillars of his theory are attention 
(you need to pay attention to learn something 
new); retention (you must be able to remember 
what you have paid attention to); reproduction 
(you must have the ability to reproduce the 
behaviour) and motivation (you must have a 
reason to try). Lent, Brown and Hackett (2002) 
anchored their theory, Social Cognitive Career 
Th eory (SCCT) in Bandura’s work. Th ey proposed 
a mutually infl uencing relationship between 
people and their context or environment. Law 
(1981) also approached career decision making 
from a community point of view. His theory, 
Th e Community Interaction Th eory describes 
how a community in which an individual lives 
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can motivate them to a specifi c career goal. 
Gottfredson (2005) focused on the interplay 
between genetic makeup and the environment. 
She maintained that the career aspirations of 
children are infl uenced more by the public (e.g., 
gender, social class) than private aspects of their 
self-concept (e.g., skills, interests).

Parsons (1909) is regarded as the founder of 
vocational guidance. He developed a talent-
matching approach. He advocates that career 
decision making only happens when people 
have achieved an accurate understanding of 
their individual traits, knowledge of jobs and 
the labour market and an understanding or their 
relationship between their traits and the labour 
market. Alvin Leung (2008) notes that the time 
has come for indigenous theories to be developed 
as most of the career decision theories emanate 
from the USA.

RESEARCH METHODOLOGY 
A case study approach was adopted for this study. 
Th e Nelson Mandela University was the case 
under review and the conceptual lens used in the 
study was to identify the factors that infl uenced 
female engineering student’s decision to study 
engineering. A questionnaire was compiled using 
extracts from similar questionnaires used in 
previous studies and literature (Du Bow, 2014). 
In order to determine personal perceptions and 
honest information, it was decided to keep the 
survey anonymous. Data were collected using 
a questionnaire incorporating both close and 
open-ended questions. Most of the questions in 
the questionnaire were either multiple choice or 
statements using a fi ve-point Likert Scale.

Th e questionnaire was distributed electronically 
to students who were registered for an engineering 
related qualifi cation at Nelson Mandela University 
in 2017. Th is included all undergraduate students 
registered in the School of Engineering, namely 
Civil Engineering, Electrical Engineering, 
Industrial Engineering, Mechanical Engineering 
and Mechatronics. All respondents were required 
to provide feedback and their opinions on the 
same questions.

Th e questionnaire included a demographic section 
as well as sections covering why they chose to 

study engineering and who/what infl uenced their 
choice. A total of 1 716 emails was sent out to 
potential respondents. From this total, 1 377 were 
registered male students and 339 were registered 
female students. Both male and female students 
were used for this study, so that a comparison 
between these genders can be conducted on 
choosing a study fi eld in engineering.

Survey Response Rate 
Th ree hundred and three responses were received, 
which included 135 female students and 168 male 
students who were registered at Nelson Mandela 
University in the Faculty of Engineering in 2017.

Demographic Data 
Th e demographic data, such as Gender, Age, 
Ethnic group, Language and Year of studies were 
collected from the respondents. Th e number of 
respondents in all of the fi gures below are n = 303 
and are divided between female (n = 135) and 
male (n = 168) as shown in Figure 3.

FIGURE 3: GENDER 

Figure 4. depicts the responses regarding the age 
distribution of the respondents. Th e fi ndings 
indicate that most female students are primarily 
represented in the age groups of 18 – 20 and 21 
– 23, whereas the male students are primarily 
represented in the age group of 21 – 23. Th ere is 
a decline in respondents as their ages increase, in 
both female and male students. Figure 5 depicts 
the responses regarding the ethnic distribution 
of the respondents. Th e Black ethnic group are 
the dominant group accounting for 64 percent of 
female students (n = 86) and 49 percent of male 
students (n = 83).
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FIGURE 4: AGE

FIGURE 5: ETHNICITY 

FIGURE 6: QUALIFICATIONS



1292
WWW.IBC-CONFERENCE.COM

Figure 6 illustrates the responses regarding the 
qualifi cation for which the respondents are 
enrolled. It indicates that 26 percent of female 
students (n = 36) and 32 percent of male students 
(n = 54) who participated in this study, are 
enrolled for Civil Engineering. Nineteen percent 
of female students (n = 25) and 36 percent of 
male students (n = 60) are enrolled for Electrical 
Engineering. Twenty-eight percent of female 
students (n = 38) and 8 percent of male students (n 
= 14) who participated in this study, are enrolled 
for Industrial Engineering. Th ere are 17 percent 
of female students (n = 23) and 17 percent of male 
students (n = 28) who participated in this study 
enrolled for Mechanical Engineering. Ten percent 
of female students (n = 13) and 7 percent of male 
students (n = 12) who participated in this study 

are primarily represented in Civil Engineering 
and Industrial Engineering,

Figure 7 depicts the responses regarding the year 
of study. It indicates that 19 percent of female 
students (n = 25) and 32 percent of male students 
(n = 54) are in their fi rst year of studies. Th irty 
percent of female students (n = 41) and 20 percent 
of male students (n = 33) are in their second year 
of studies. Twenty-one percent of female students 
(n = 28) and 17 percent of male students (n = 29) 
are in their third year of studies. Th irty percent 
of female students (n = 41) and 31 percent of 
male students (n = 52) are in their fourth year of 
studies.

Th e fi ndings indicate that the majority of female 

FIGURE 7: YEAR OF STUDY

 FIGURE 8: INTEREST IN ENGINEERING
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students are primarily represented in the second 
and fourth year of studies, whereas the male 
students are primarily represented in their fi rst 
year of studies. Th e minority of female students 
were represented in their fi rst years, whilst the 
minority of male students were represented in 
their third years. Data were captured regarding 
the female and male students before they started 
with their engineering studies. Th is includes 
when they developed an interest in engineering, 
why they chose to study engineering and what/
who triggered this interest.

Th e fi ndings (Figure 8) indicate that the majority 
of both female and male students fi rst developed 
an interest in engineering between the ages 13 – 
18. Th ese fi ndings are aligned with the research, 
namely that during school years, female students 
were also interested in mathematics and sciences, 
the same as male students. Female students also 
excelled in logical thinking compared to their 
male counterparts (Holth, 2014).

Figure 9 indicates the reasons students chose 
to study engineering. Th e fi ndings indicate that 
most female students enjoy problem-solving 
activities and secondly, they enjoy designing and 
creating activities. Th e majority of male students 
enjoy designing and creating activities and 
secondly, they enjoy problem-solving activities. A 
small number of both female and male students 
indicated that they do not know why they chose 
to study engineering. Th erefore, there are many 
factors infl uencing women when choosing a fi eld 

in engineering. Th is could either range from 
school teachers, female role models, parents, 
cultural norms, social pressures (Jagacinski, 
2013) or even interest in mathematics and science 
(Holth, 2014). Female students have a rational 
thinking approach when choosing a career in 
engineering, which involves career and job 
opportunities (Holth, 2014).

Th e fi ndings further indicated that the majority 
(77%) of both female and male students 
indicated that Nelson Mandela University was 
their fi rst choice of university. Th is statement is 
understandable, as Nelson Mandela University 
is in the Eastern Cape and the majority of 
respondents (Females=62% and Males=70%) also 
indicated that they were located in the Eastern 
Cape.

Th e fi ndings in Figure 10 indicate that the majority 
of both female and male students indicated that 
a qualifi ed engineer triggered their interest in 
engineering as a career. Th erefore, the female 
students and male students are not diff erent 
from each other when it comes to what or who 
triggered their interest.

Table 4 indicates that most female students (n 
= 64) indicated that they were part of summer 
science, mathematics or engineering programmes 
and they participated in competitions or 
contests. Most male students (n = 57) indicated 
that they were teaching science, mathematics 
or engineering matters to others. Th e majority 

FIGURE 9: REASONS FOR CHOOSING ENGINEERING. 
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of both female (n = 124) and male (n = 155) 
students indicated that they did not participate 
in paid work experience in science, mathematics 
or engineering. Th ese fi ndings suggest that both 
female and male students indicated that they did 
not participate in the above activities during high 
school.

Th erefore, one of the biggest issues that females 
face includes the diff erentiating socialisation 
factors of mathematics and physical science 
competencies when reaching the end of their 
matric year (Hartman & Hartman, 2007). 
However, other issues include the stereotypical 
threat and social pressures regarding mathematics 
and science. Th erefore, much work needs to 

be done at high school level, where universities 
have a responsibility to support this by ongoing 
outreach programmes (Mills, 2011) and provide 
opportunities that foster creativity in engineering 
students (Baillie & Fitzgerald, 2000). Exposing 
school girls to other female engineers and 
engaging them in age-appropriate engineering 
activities broadened their perspectives (Th ai, 
2019). During high school, both females and 
males should be properly informed regarding 
the preconceived notions regarding engineering. 
Particularly for young girls, feelings of self-effi  cacy 
towards engineering can be experienced that can 
ultimately translate to lower self-confi dence at 
a higher education institution (Johnson et al., 
2013).

FIGURE 10: FACTORS INFLUENCING ENGINEERING AS A CAREER CHOICE 

TABLE 5: TOP FIVE MOST SIGNIFICANT SOURCES OF DISCOURAGEMENT

Ranking Female Students Male Students

1 Amount of time required for engineering 
coursework

Grades

2 Grades Amount of time required for engineering 
coursework

3 Number of women in Engineering Faculty Pace of engineering courses
4 Competition in engineering classes Employment opportunities
5 Pace of engineering courses Quality of teaching in engineering
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Students were requested to indicate the single 
most signifi cant source of discouragement. Table 
5 indicates the top fi ve aspects for female students 
and the top fi ve aspects for male students. Female 
students indicated the single most signifi cant 
source of discouragement is the amount of 
time required for engineering coursework and 
secondly their grades. However, the male students 
considered their grades are the single most 
signifi cant source of discouragement and secondly 
the amount of time required for engineering 
coursework. Th e fi ndings clearly indicate that 
there is no diff erence between genders regarding 
discouragement when considering the top two 
reasons.

CONCLUSIONS 
Th e literature study clearly indicated the 
important need for excellent engineers, especially 
female engineers in this male-dominant fi eld. 
Research has indicated that there is a great 
demand for engineering professionals and, 
therefore, awareness should be created at high 
school level, as well as at a higher education level. 
Th e quality of the matriculants entering higher 
education is decreasing and thus universities have 
to work harder to improve the quality of students 
fi nishing their qualifi cations (Moodley, 2014).

Female students are still in the minority in 
this male-dominant career (Stonyer, 2002). In 
order for female students to pursue a career in 
engineering, they need to overcome the lack 
of self-confi dence, lack of comfort and lack of 
experience with numerous tools. Reasons for not 
choosing a career in engineering could include 
social infl uences, past experiences or even a 
female’s own perception about certain fi elds 
(Bodner et al., 2006).

Female students need motivation and role models 
in engineering to guide and assist them. More 
female academic staff  should be included in the 
promotion of the fi eld. Th is study established 
that when choosing a career in engineering, 
female students are not very diff erent from their 
male counterparts. Th us, they receive the same 
information regarding engineering and quality 
education. External factors play an important 
part with females, which may range from school 
teachers, female role models, parents, cultural 
norms, social pressures or even an interest in 
mathematics and science. When it comes to 
choosing a career or job opportunities, female 
students use a rational thinking approach 
opposed to male students. However, being the 
minority during their university years, they need 

TABLE 4: EXPERIENCES DURING HIGH SCHOOL

Female (n = 135) Male (n = 168) Total (n = 303)
Science, Mathematics or 
engineering experiences

Female
Yes

Female
No

Male
Yes

Male
No

Total
Yes

Total
No

Summer science, maths, or 
engineering programmes

47%
(64)

53%
(71)

31%
(52)

70%
(117)

38%
(116)

62%
(188)

Competitions or contests 47%
(63)

53%
(72)

29%
(48)

71%
(120)

37%
(111)

63%
(192)

Aft er-school clubs 27%
(37)

73%
(98)

19%
(32)

81%
(136)

23%
(69)

77%
(234)

Special programmes or workshops 
(on weekends, aft er-school)

42%
(57)

58%
(78)

33%
(56)

67%
(112)

37%
(113)

63%
(190)

Teaching science, maths, or 
engineering to others

36%
(49)

64%
(86)

33%
(57)

67%
(112)

35%
(106)

65%
(198)

Research experience 19%
(26)

81%
(109)

15%
(25)

85%
(143)

17%
(51)

83%
(252)

Paid work experience in science, 
maths or engineering 

8%
(11)

92%
(124)

8%
(13)

92%
(155)

8%
(24)

92%
(279)

Volunteer work experience 21%
(29)

79%
(106)

15%
(26)

85%
(143)

18%
(55)

82%
(249)
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extra motivation and role models, such as female 
mentorship programmes and female academic 
staff .

MANAGERIAL IMPLICATIONS 
Th e following recommendations are made for 
university management and the Engineering 
Council of South Africa. Awareness should be 
created at early high-school level. Programmes or 
activities that increase exposure to, understanding 
of, or experiences in engineering can play a role 
in decisions. It is recommended for universities 
to work with schools to develop the level of 
mathematics and physical sciences at a young 
age before entering a higher education level. Th is 
will expand the group of possible quality students 
entering the fi eld of engineering. Universities need 
to assist in workshops on self-esteem and self-
confi dence for female scholars. Female students 
studying engineering tend to experience a lack 
of confi dence when entering a higher education 
institution (Johnson et al., 2013). Initiatives 
should be university led and industry funded and 
possibly include: women in engineering camps 
and job shadowing.

Female academic staff  can serve as role models in 
order to attract and retain female students (Mills, 
2011). It appears that females who are aware of the 
careers in engineering are attracted to the fi eld. 
Currently enrolled female engineering students 
should be encouraged to give talks at their high-
schools to act as role models as is being done by 
the Science Faculty at NMU. A dedicated drive to 
make more females aware is required. A Women 
in Engineering National Committee and an 
Engineer your life website could be established. 
Th is issue continues to exist despite decades 
of studies and initiatives. An Australian study 
suggests that the problem is deeply embedded in 
cultural aspects. Part of this relates to education 
systems and the nature of choices off ered to young 
people and part seems to relate to the status of 
engineering as a profession (Sarkar, Tytler & 
Palmer, 2014). Although single researchers may 
be able to design eff ective investigations that take 
a systems approach, it may be more eff ective for 
all stakeholders in the engineering education 
and workforce enterprise to develop “collective 
impact” initiatives (NAE, 2018).
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ABSTRACT 
In the current corporate world, ineffi  cient 
companies are being swallowed by competitive 
industries which are continuously innovating 
products and processes in order to survive or 
thrive. Th e nature of manufacturing has therefore 
evolved into using modern methodologies that 
promote enhanced ways of working, resulting 
in lower processing costs and less operational 
eff ort. LEAN Manufacturing plays a pivotal role 
in creating competitive advantage, corporate 
resilience and adding to the consumer value 
proposition. However, the execution and 
sustainability of LEAN Systems can be a challenge 
as they are highly dependent on the involvement 
of employees in daily improvement, while 
leadership was listed as either the key failure factor 
or key success factor for LEAN Implementation. 
Th e study highlighted the importance of 
leadership and employee engagement in LEAN 
manufacturing. Empirical evidence derived from 
141 respondents indicated that LEAN Leadership 
behaviours have a positive infl uence on employee 
engagement. Th rough conducting an EFA and 
mediating variable test, a new model i.e. Th e 
LEAN Leadership – Employee Engagement 
Model was constructed. Th e model comprised 
of two independent variables (Authentic 
Improvement Culture and Hoshin Kanri), one 
mediating variable (Gemba Qualifi cation) and 
one dependent variable (Employee Engagement). 
Overall, the LEAN Leadership–Employee 
Engagement Model suggested that line managers 
were able to promote employee engagement by 
spending time with employees and recognising 
them on the shop-fl oor. Th e model also showed 
that Authentic Improvement Culture leadership 
behaviours and strategic management behaviours 

(Hoshin Kanri) had a direct positive infl uence on 
employee engagement, while they also indirectly 
worked through the Gemba Qualifi cation to 
positively infl uence engagement. It is worth 
mentioning that the role of the Team is the centre 
of the LEAN Leadership Model, from which 
the LEAN Leadership – Employee Engagement 
Model was derived. It is important that the role 
of the team in LEAN methodologies, and the 
behaviours that promote teamwork amongst the 
shop-fl oor employees, does not lose focus.

Keywords: LEAN Leadership, employee en-
gagement, LEAN Implementation, LEAN Lead-
ership Model 

1. INTRODUCTION 
LEAN manufacturing plays a pivotal role in 
creating competitive advantage, corporate 
resilience and adding to the consumer value 
proposition. However, the execution and 
sustainability of LEAN Systems can be a challenge 
as they are highly dependent on the involvement 
of employees in daily improvement. Dombrowski 
and Mielke (2013, p. 571) emphasised the critical 
importance of leadership as a cornerstone for 
stimulating employee engagement in continuous 
improvement systems. According to Ashtiani, 
Bhuiyan and Zanjani (2017, p. 1), leadership was 
listed as either a key failure factor or key success 
factor for LEAN Implementation. Richter (2011, 
p. 88) stated that failure rates were signifi cantly 
greater than 50%, while Ignizio (2009, p. 34) 
cited 70%, 90%, and 95% failure rates. Th is study 
was therefore aimed at providing a management 
solution by identifying key leadership behaviours 
required for promoting employee engagement 
within the LEAN environment.
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According to Ashtiani et al. (2017), limited 
literature is available on the focused subject of 
LEAN Leadership in terms of tools, practices, 
attributes and frameworks. A critical gap was 
identifi ed in literature for a holistic practical 
leadership model for companies willing to move 
to LEAN manufacturing systems. Furthermore, a 
need was recognised for a developed leadership 
model based on empirical evidence. Ashtiana 
et al. (2017) stated that the majority of attempts 
towards LEAN transformation either failed or 
did not live up to expectations. Th erefore, the 
academic contribution of this study is to add 
to the knowledge of critical LEAN Leadership 
behaviours that are required for promoting 
employee engagement in order to aid successful 
LEAN Implementation.

What came to the fore was that the role of 
leadership was paramount in any LEAN 
turnaround strategy. Th e results of the study was 
used to develop an adapted LEAN Leadership–
Employee Engagement Model. Th e model 
took into account the fact that not all LEAN 
Leadership behaviours were perceived with 
equal importance by shop-fl oor employees. Th e 
improved understanding, was used to identify 
and support positive leadership behaviours in 
order to promote employee engagement in the 
LEAN environment. In addition, results could be 
used to troubleshoot possible stagnations caused 
by the lack of employee engagement in LEAN 
phase executions.

2. OPERATIONALISATION OF VARIABLES 
AND LITERATURE REVIEW 
2.1 LEAN 
LEAN Manufacturing has evolved into a state of 
the art system which incorporates continuous 
improvement processing across the entire value 
chain (Dombrowski & Mielke, 2014, p. 570). 
LEAN Th inking or LEAN Management is a 
holistic continuous change strategy. It diff ers from 
conventional change methodologies that consist 
of disjointed improvement projects (Ashtiani et 
al., 2017, p. 1).

LEAN Manufacturing started in the late 80s and 
was initially referred to as Toyota’s Production 
System. Toyota, amongst other companies, 
was able to produce and replicate sustainable 

breakthrough results from implementing 
LEAN as their change strategy (Azuan, Ahmad, 
Khairuzzaman & Ismail, 2017). However, the 
majority of LEAN Implementation attempts were 
reported as either failed, or that they did not meet 
the desired expectations. Richter (2011, p. 88) 
stated that failure rates were signifi cantly greater 
than 50%, while Ignizio (2009, p. 34) cited 70%, 
90%, and 95% failure rates. According to Ashtiani 
et al. (2017, p. 1), leadership was listed as either a 
key failure factor or key success factor for LEAN 
Implementation. What came to the fore was that 
the role of leadership was paramount in any 
LEAN turnaround strategy.

2.2 LEAN Leadership Behaviours 
Emiliani (1998) pioneered the exploration 
of management behaviours which provided 
the foundation for later studies (Camuff o and 
Gerli, 2018, p. 408). Comparing ‘fat’ behaviours 
with ‘lean’ behaviour, the study highlighted the 
extent of waste that generally existed in intra- 
and inter-personal relationships. Signifi cantly, 
‘fat’ behaviours would always overpower LEAN 
Behaviours until tolerance was lost for the 
extensive amount of waste generated from non-
productive behaviours (Emiliani, 1998, p. 629). 
Emilani (2003, p. 893) took his study further 
and linked a leader’s belief to a behaviour and a 
competency. He found that the beliefs, behaviours 
and competencies of experienced LEAN Leaders 
were signifi cantly diff erent from conventional 
managers. He identifi ed limitations in leadership 
competency models and recognised competencies 
more suitable for supporting business outcomes.

Nine behaviours were presented by Denison, an 
expert of the Toyota Production System (cited in 
Orr, 2005, p. 347). Th ese included teaching and 
commitment of team; respecting people; focusing 
on the process; supporting and recognising 
accomplishments; providing examples; 
implementing policies with the determination 
to achieve goals; committing to standardisation; 
vision and principles, and facilitating the change 
process. According to Denison, the listed attitudes 
and behaviours were universal and proved to 
be accurate in various organisations (Trenkner, 
2016, p. 136).

According to Stone et al. (2004), both 
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transformational and servant leadership placed 
emphasis on consideration and appreciation 
for the follower, teaching, coaching, developing 
and empowering employees (cited in Poksinka, 
Swartling & Drotz, 2013, p. 5). Requirements 
stipulated for Toyota management included 
the following: actively observing work without 
prejudice; active listening; using the system’s 
thinking approach; understanding the strengths 
and weaknesses of employees; clearly defi ning 
problems and identifying root causes; preventing 
the reoccurrence of problems through creative 
solutions; planning and delivering on plans with 
detailed roles and responsibility; prioritising 
deep refl ection to recognise improvement 
opportunities; motivating and inspiring 
organisational members to act towards achieving 
a common goal, and teaching employees all the 
skills mentioned above (Liker & Convis, 2012, p. 
90).

Several other authors have highlighted LEAN 
Behaviours which have been used to reinforce 
literature studies to form the basis of empirical 
studies. Van Dun et al. (2017, p. 176) identifi ed 
a set of LEAN Behaviours of eff ective LEAN 
managers based on an extensive literature review. 
Th e following fi ve specifi c behaviours were 
mentioned by four or more independent sources: 
“designing and coaching teams”, “visiting the work 
fl oor”, “getting and giving information”, “engaging 

employees” and “celebrating and recognising 
success”.

2.3 LEAN Models 
Several LEAN Models have been developed to 
describe the process of LEAN Implementation. 
Åhlström and Karlsson (1996), studied the role 
of the management accounting system in the 
LEAN adoption process, while Boyer (1996) 
investigated the link between a company’s 
commitment to LEAN Management and the 
managerial actions taken in order to overcome 
infrastructural complexities. Houshmand and 
Jamshidnezhad (2006) later developed a practical 
pyramid structure to incorporate the LEAN 
Implementation process and the related tools. 
Furthermore, Testani and Ramakrishnan (2013) 
proposed a model explaining the gravitational pull 
that transformational or transactional leadership 
enforced on the relations of diff erent organisational 
levels. Leadership was also incorporated in the 
Leadership People Process Outcome (LPPO) 
implementation model developed by Dibia et al. 
(2014), as cited in Ashtiana et al. (2017, p. 6). Th e 
LPPO model describes the connection between 
leadership, people, process and outcome. Th e 
relationship between leadership and employee 
engagement could be integrated into the link 
between Leadership and People.

FIGURE 1: THE LEAN LEADERSHIP MODEL
SOURCE: DOMBROWSKI AND MIELKE (2013, P. 572) 
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2.4 LEAN Leadership Model 
Ashtiani et al. (2017, p. 6) stated that even 
though Dibia, Dhakal and Onu (2014) included 
leadership as one of the main components of 
their LEAN Model, it did not provide a distinct 
leadership guideline or roadmap. Similarly, the 
LEAN Transformational Leadership Model 
contributed to the understanding of leadership 
style infl uence on LEAN Implementation, but 
lacked the practical element needed for leadership 
execution. A need was therefore identifi ed for a 
holistic leadership model that provided leaders 
with a distinct practical roadmap on their LEAN 
journey. It was noted that leadership required for 
building a LEAN culture was an under researched 
topic (Azuan et al., 2017, p. 6). LEAN Leadership 
principles were formulated by Liker and Convis 
(2012) using a pyramid model called 4P. Th is was 
then used by Dombrowski and Mielke (2014 p. 
565) to build a LEAN Leadership Model, shown 
in Figure 1. Dombrowski and Mielke (2014, p. 
565) presented the practical principles of LEAN 
Leadership based on fi ve fundamental LEAN 
areas to create the LEAN Leadership Model. 
‘Team’ was introduced and included as the centre 
of the model, as shown below.

Th e LEAN Leadership Model principles are 
summarised in the table below (Dombrowski & 
Mielke, 2013, p. 572; Trenkner, 2016, p. 134-135):

2.5 Dependent Variable: Employee Engagement 
People are the most valuable asset of an 
organisation, especially when they are engaged. 
Engaged employees have positive feelings towards 
their organisation and care about its success while 
they go the extra mile to achieve excellence in 
carrying out their roles (Anitha, 2014, p. 308; 
Othman, Mahmud, Noranee & Noordin, 2018, 
p. 107). Baumruk (2004) emphasised that it is 
regarded as one of the most powerful indicators 
of a company’s vigour (as cited in Anitha, 2014, 
p. 309). It is said to be the strongest measure of 
organisational performance when compared 
with the three other concepts of job satisfaction, 
employee commitment and organisational 
citizenship behaviour. Engagement makes visible 
the two-way relationship between employer and 
employee (Sridevi & Markos, 2010, p. 89). Crim 
and Seijts (2006) highlight the roles leaders play in 
engaging employees, such as role models, coaches, 

mentors and team builders while also being 
interested in and caring about their employees 
as human beings and not just as instruments of 
production (Bart, 2011). In addition, leaders 
who are ethical and respectful of their employees 
inspire them to be engaged (Ditchburn, n.d.). It 
is further important for leaders to prioritise and 
devote time to engagement, to ensure that they 
have the support of line management and that 
they are prepared to confront disengagement 
(Rastogi (2012).

Research conducted by Bailey, Madden, and 
Alfes (2017) included 155 empirical studies 
which referred to the antecedents of engagement. 
Synthesised results showed that these could be 
classifi ed under fi ve main headings i.e. Individual 
psychological states; ii Experienced job-
design-related factors; iii) Perceived leadership 
and management; iv) Individual perceptions 
of organisational and team factors and v) 
Organisational interventions or activities (Bailey 
et al., 2017, p. 38-39).

Th e importance of engagement can be revealed by 
exposing the direct impact it has on organisational 
outcomes. Th ese outcomes were found to be 
job satisfaction, organisational commitment, 
intention to exit, and organisational citizenship 
behaviour (Saks, 2006, p. 600). Sridevi and 
Markos (2010, p. 92) synthesised a list of positive 
relationships associated with engagement, 
derived from several past studies, that included 
employee retention, productivity, profi tability, 
customer loyalty and safety. Th eir research 
showed that the more engaged employees were, 
the greater the potential their organisation had 
to surpass the industry average in growing its 
revenue. Furthermore, employee engagement 
was evidently higher in double-digit growth 
organisations, and it was also positively related to 
customer satisfaction. Bailey et al. (2017) stated 
that the outcomes of engagement could be broadly 
incorporated under two main classifi cations, 
namely, performance and morale.

Researched LEAN Leadership behaviours, 
together with the LEAN Leadership Model, 
provided a suitable foundation for understanding 
leadership within the LEAN Manufacturing 
environment. Th is eff ect of LEAN Leadership 
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on employee engagement was tested using the 
conceptual hypothesised framework, depicted in 
Figure 2.

3. RESEARCH DESIGN AND METHOD 
3.1 Data Collection 
A mail survey, consisting of a closed-ended 
questionnaire, was used to measure the two 
research variables, namely LEAN Leadership 
Behaviours and Employee Engagement. Th e 
survey was conducted at a FMCG confectionery 
plant in Port Elizabeth, South Africa with a target 
population of 275 shop-fl oor (plant/factory) 

operators. A total of 141 responses were received 
covering eight production lines and support 
services (percentage responses are shown in 
table 2). Th is fi gure was greater than 50% of 
the target population. Th e survey tested for 
employee engagement (dependent variable) and 
the operator’s perception of their line manager’s 
behaviours (independent variables).

3.2 Demographic Information 
Th e demographics of the 141 shop-fl oor 
respondents (greater than 50% of the population) 
are depicted in Table 2 below. Th e shop-fl oor 

TABLE 1: LEAN LEADERSHIP MODEL PRINCIPLES

Th e foundation 
of Improvement 

Culture:

Th e foundation of 
Self-development:

Th e pillar of 
Qualifi cation:

Th e pillar of 
Gemba:

Th e roof of 
Hoshin Kanri

A continuous 
strive towards 
perfection i.e. 

zero waste.

Long-term 
thinking.

A no-blame 
culture with the 
understanding 

that failure is an 
opportunity to 

improve.

Consistent 
leadership 
resulting 

from long-
term personal 

development of 
leaders.

Challenging 
and supporting 

employees in 
problem solving. 

Th e requirement 
of new leadership 

skills, where 
mentors play a 

critical role.

Th e PDCA 
(Plan-Do-

Check-Act) cycle 
used to develop 

themselves as well 
as others.

Self-awareness in 
leaders.

Leader refl ection 
on previous 

knowledge and 
skills i.e. self-
refl ection on 

learning journey.

Various 
leadership skills 
and behaviours 

to identify 
and convert 

customers’ needs 
into solid actions.

Leadership that 
enables workers 

to participate 
in continuous 
improvement 
through daily 
development 

which 
predominantly 
occurs on the 

shop-fl oor.

Leadership 
that stimulates 
independence 

through coaching.

Leadership aimed 
at developing 

each individual.

Coaching through 
problem solving, 

facilitated in short 
cycles, in order to 
provide feedback 
and motivation.

Referred to the 
shop-fl oor or the 
place where value 

is added.

Leaders visit 
the shop-fl oor 
frequently in 
order to fully 

understand the 
processes.

Leaders make 
the right 

decisions based 
on personally 

confi rmed facts 
from the shop-

fl oor, rather than 
using fi ltered 
information.

Leaders use 
Gemba visits as 

an opportunity to 
self-develop.

Leaders develop 
small teams to 

allow themselves 
to dedicate time 
and attention to 
every employee.

PDCA cycles of 
all organisational 
levels are aligned.

Within the 
broader strategic 
PDCA, smaller 

operative PDCA 
cycles exist which 
contribute to the 
bigger picture.

Leaders ensure 
that employees’ 

development 
plans are 

aligned with 
the company’s 

strategy.

Leaders don’t forsake 
long-term objectives 
for the short-term.

Leaders defi ne 
clear, intermediate 
objectives in order 
to strive towards 

perfection i.e. zero 
waste.
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sample consisted of 62% males, and the majority 
of these respondents were between the ages of 31 
to 40 years.

Table 2 shows that most of the sample have a 
tenure of more than 5 years (33% between 5 and 
10 years, and 45% more than 10 years). Seventy 
percent had a high school qualifi cation or below. 
Th e sample was represented by 8 production lines, 
while 8% was comprised of staff  from support 
services. Each line contributed between 7% and 
15% of the sample, while they represented more 
than 30% of their respective lines.

3.3 Development of the Measuring Instrument 
Ababneh’s (2015, pp. 43-55) integrated 
measurement tool comprising 27 items on the 
engagement scale, derived from engagement 
studies conducted by Rich et al. (2010), Schaufeli 
et al. (2002), Robinson et al. (2004), Maslach 
and Leiter (1997), Mey et al. (2004), Towers and 
Perrin (2003), and Rothbard (2001). Ababneh’s 
(2015) measurement tool was used as a basis for 
constructing the engagement scale for this study. 
Examples of items included in the measurement 

instrument are: “When I get up in the morning, 
I feel like going to work”; “I frequently make 
suggestions to improve the work of my 
department”; “I do my best to solve problems 
that arise in my job”. Th e discriminant validity of 
the employee engagement scale as measured by 
Cronbach’s Alpha was 0.88.

Th e LEAN Leadership Model serves as a 
framework for the concept of LEAN Leadership, 
which can be linked to specifi c behaviours that 
were derived from the literature review. Th is 
was used to create the measuring instrument 
for LEAN Leadership behaviours derived from 
studies conducted by Van Dun et al. (2017); 
Liker and Convis (2012); Camuff o and Gerli 
(2018); Emiliani (1998); Emiliani (2003) and Orr 
(2005). Examples of Improvement Culture items 
included: “My Line Leader reviews the team’s 
progress daily”; “My Line Leader is determined 
to achieve line results (eliminate losses)”; “My 
Line Leader continuously encourages the team to 
fi nd solutions to problems on the line”. Examples 
of Self-development items included: “My Line 
Leader is continuously learning more about IL6S 

FIGURE 2: PROPOSED THEORETICAL/CONCEPTUAL FRAMEWORK
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(Integrated Lean Six Sigma)”; “My Line Leader 
gives us examples of how to use IL6S tools”; “My 
Line Leader walks the talk (practices the tools he/
she tells me to use)”. Examples of Qualifi cation 
items included: “My Line Leader celebrates and 
recognises the team’s success”; “My Line Leader 
encourages me to step-up on my development 
plan”; “My Line Leader makes me feel like I’m 
part of the team”. Examples of Gemba items 
included: “My Line Leader spends time coaching 
me on the line”; “My Line Leader is patient 
with me when we solve problems on the line”; 
“My Line Leader visits the line to motivate and 

encourage us”. Examples of Hoshin Kanri items 
included: “My Line Leader tells the team about 
his vision for the line”; “My Line Leader has 
future plans and actions in place for the line”; 
“My Line Leader inspires me to think about long-
term improvements”. Th e discriminant validity 
of the constructs as measured by Cronbach’s 
Alpha were Improvement Culture (0.86), Self-
development (0.94), Qualifi cation (0.93), Gemba 
(0.93) and Hoshin Kanri (0.91). Th e Cronbach’s 
Alpha obtained per variable was good and 
the measurement instrument was therefore 
considered reliable.

TABLE 2: DEMOGRAPHIC RESULTS FROM SHOP-FLOOR RESPONDENTS

Gender (n=141) Percentage (%) Occupation 
(n=141) Percentage (%)

Male 61.70% General Worker 20.57%
Female 37.59% Process Operator 35.46%

Age (n=141) Percentage (%) Technical 
Operator 20.57%

18-25 7.09% Shift  Leader 8.51%
26-30 9.22% Quality Technician 2.13%
31-35 20.57% Material Handler 7.09%
36-40 25.53% Temporary Staff 1.42%
41-45 13.48% Other 4.26%
46-50 14.18%
51-55 8.51%
56-60 0.71%

Older than 60 0.71%
Education (n=141) Percentage (%) Tenure (n=141) Percentage (%)

High School or Below (< NQF 3) 69.50% 0-1 years 7.80%
Technical College (NQF 4) 15.60% 1-2 years 2.13%

Graduate–Diploma (NQF 5) 11.35% 3-4 years 12.06%
Graduate–Degree (NQF 6) 2.13% 5-10 years 33.33%

Post-graduate (NQF 7) 1.00% More than 10 years 44.68%
Line (n=141) Percentage (%)

Line 1 10.64%
Line 2 9.22%
Line 3 7.80%
Line 4 12.06%
Line 5 14.89%
Line 6 13.48%
Line 7 12.06%
Line 8 12.77%

Support Services 7.09%
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3.4 Multicollinearity Test 
Table 3 shows high multicollinearity (values 
greater than 0.6) between the independent 
variables. Multicollinearity was expected–due to 
the interrelated nature of leadership behaviours. 
Th e method chosen for dealing with the 
multicollinearity was to create new summated 
variables from the independent variables that 
were highly correlated (Hair et al., 2015, p. 
377). Th is was achieved through an Exploratory 
Factor Analysis (EFA), which is discussed in the 
following section.

3.5 Exploratory Factor Analysis 
Exploratory Factor Analysis (EFA) was used to 
test for research validity in this study (Hair et 
al., 2015), with the most suitable factor loading 
at 0.45 for a sample size of approximately 150 
respondents.

Th e EFA grouped similar questionnaire items 
with each other to form new summated variables. 
Four factors were loaded. However, the fourth 
factor included only one item and was therefore 
disregarded. Items that exceeded a value of 0.45 
were incorporated in a factor, while any item 
below 0.45 was excluded.

Th e fi rst factor incorporated all Qualifi cation 
(IV3) and Gemba (IV4) items together as shown 
in Table 4. Th e lowest factor loading for this 
group was 0.533. Th e two variables produced 
a new construct, namely Gemba Qualifi cation. 
Th e second factor grouped all Hoshin Kanri 
(IV5) items and one Improvement Culture (IV1) 
item together, as shown in Table 4. Th e lowest 
factor loading for this group was 0.524. Due to 
the dominant variable being Hoshin Kanri, the 
variable remained as its own construct. Th e third 
factor incorporated all Self-development (IV2) 
items, and four out of six Improvement Culture 

(IV1) items together, as shown in Table 4. Th e 
lowest factor loading for this group was 0.471. 
Self-development was regarded as the continuous 
learning and Improvement Culture of the line 
manager i.e. the line manager is expected to 
authentically adopt an Improvement Culture as 
his/her own way of working. Th erefore, the two 
variables produced a new construct, now named 
Authentic Improvement Culture.

3.6 Statistical Analysis 
Descriptive statistics showed that generally, 
lines that had greater evidence of all LEAN 
Leadership behaviours also had greater levels of 
employee engagement, while lines that showed 
the lowest evidence of all LEAN Leadership 
behaviours generally had lower levels of employee 
engagement. A correlation can be drawn between 
each LEAN Leadership variable and employee 
engagement, thus supporting the hypothesis i.e. 
LEAN Leadership behaviours promote employee 
engagement. It was also found that employees 
who felt like they were part of the team, generally 
had line managers who demonstrated LEAN 
leadership behaviours which promoted teamwork.

A review of the lowest ranking items also 
showed that certain demographics were more 
prone to providing lower responses than others. 
For example, females with a tenure of 0-2 years 
generally provided lower responses to all variables, 
including the dependent variable. Similarly, 
males (tenure 0-1 years) generally provided 
stronger responses to each of the variables. Th is 
confi rmed the correlation between the presence 
of LEAN Leadership behaviours and employee 
engagement.

Pearson’s Correlation Test showed strong, positive 
correlations with Employee Engagement for each 
independent variable, namely; Improvement 

TABLE 3: MULTICOLLINEARITY TEST

Independent 
Variables

Improvement 
culture

Self-
development Qualifi cation Gemba Hoshin 

Kanri
Improvement culture - 0.771 0.753 0.791 0.730
Self-development 0.771 - 0.707 0.731 0.697
Qualifi cation 0.753 0.707 - 0.839 0.648
Gemba 0.791 0.731 0.839 - 0.699
Hoshin Kanri 0.730 0.697 0.648 0.699 -
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Culture (0.598), Hoshin Kanri (0.579), Self-
development (0.555), Qualifi cation (0.547), and 
Gemba (0.511). Th is confi rmed the positive 
infl uence that LEAN Leadership behaviours have 
on employee engagement.

4. DISCUSSION OF RESULTS 
4.1 Multiple Regression Analysis 
Th e multiple regression analyses, presented 
in Table 5, shows that Improvement Culture 
and Hoshin Kanri have statistically signifi cant, 
positive correlations with Employee Engagement 
(p < 0.05), while the Self-development and 

TABLE 4: EFA FACTORIAL STRUCTURE

Code Factor (1) Gemba Qualifi cation
IV3.3 0.834 My Line Leader shows a personal interest in me.
IV3.5 0.767 My Line Leader encourages me to step-up on my development plan.
IV3.4 0.766 My Line Leader gives me positive feedback.
IV3.6 0.737 My Line Leader gives me feedback oft en.
IV4.2 0.714 My Line Leader spends time coaching me on the line.
IV4.3 0.669 My Line Leader is patient with me when we solve problems on the line.
IV3.2 0.667 My Line Leader makes me feel like I’m part of the team.

IV4.5 0.609 My Line Leader listens to my suggestions when solving a problem on the 
line.

IV4.4 0.585 My Line Leader visits the line to motivate and encourage us.
IV3.1 0.565 My Line Leader celebrates and recognises the team’s success.
IV4.6 0.555 My Line Leader is consistently respectful to team members on the line.
IV4.1 0.533 My Line Leader spends time on the line to identify opportunities.

Code Factor (2) Hoshin Kanri
IV5.2 0.859 My Line Leader has future plans and actions in place for the line.
IV5.1 0.762 My Line Leader tells the team about his vision for the line.
IV5.3 0.732 My Line Leader inspires me to think about long-term improvements.
IV5.5 0.680 My Line Leader is determined to achieve long-term targets (CBN).
IV5.4 0.654 My Line Leader uses DMS to track our team’s progress.
IV5.6 0.652 My Line Leader keeps us updated on the site’s performance.
IV1.3 0.524 My Line Leader inspires the very best in me in the way of job performance.
Code Factor (3) Authentic Improvement Culture
IV2.2 0.810 My Line Leader is continuously learning more about IL6S.
IV2.1 0.774 My Line Leader uses IL6S tools daily.
IV2.3 0.755 My Line Leader gives us examples of how to use IL6S tools.
IV2.6 0.745 My Line Leader believes in practicing IL6S.

IV2.5 0.700 My Line Leader is continuously fi nding new ways of using IL6S to improve 
the line.

IV2.4 0.693 My Line Leader walks the talk (practices the tools he/she tells me to use).
IV1.2 0.631 My Line Leader provides direction to the team daily.
IV1.1 0.515 My Line Leader reviews the team’s progress daily.

IV1.5 0.484 My Line Leader continuously encourages the team to fi nd solutions to 
problems on the line.

IV1.6 0.471 My Line Leader continuously asks me for ideas (kaizens) to improve the 
line.
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Qualifi cation items have positive correlations 
that are not statistically signifi cant (p > 0.05). It 
is interesting to note that although the Pearson 
Correlation Test showed a positive correlation, 
the multiple regression analysis showed a 
negative correlation between Gemba and 
Employee Engagement. Th is was due to the high 
multicollinearity of the independent variables, 
which was discussed in Section 3.3.

4.2 Mediating Variable Test 
Due to the unexpected negative correlation 
identifi ed between Gemba and Employee 
Engagement, it was decided to test whether or 
not Gemba Qualifi cation played a mediating role. 
Shrout and Bolger’s (2002) three-step approach 
was undertaken towards this evaluation.

Firstly, the independent variables (Authentic 
Improvement Culture and Hoshin Kanri) were 
tested to determine if a statistically signifi cant 
correlation with the dependent variable (Employee 
Engagement) exists. For the mediating variable 
(Gemba Qualifi cation) to exist, the independent 
variables must be signifi cant, otherwise the 
mediating variable serves only as an independent 
variable. Table 6 shows that both the independent 
variables (Authentic Improvement Culture and 

Hoshin Kanri) showed a statistically signifi cant 
correlation with the dependent variable 
(Employee Engagement).

Secondly, the independent variables (Authentic 
Improvement Culture and Hoshin Kanri) were 
tested to determine if a statistically signifi cant 
correlation with the mediating variable 
(Gemba Qualifi cation) exists. Th e independent 
variables (Authentic Improvement Culture and 
Hoshin Kanri) showed a statistically signifi cant 
correlation with the mediating variable (Gemba 
Qualifi cation), as depicted in Table 7.

Th irdly, the eff ect of the independent variables 
(Authentic Improvement Culture and Hoshin 
Kanri) became lesser on the dependent variable 
(Employee Engagement), when the mediating 
variable was included in the multiple regression. 
Th is was shown by the reduction in the R² value, 
which decreased from 0.68, in Step 1, to 0.39, in 
Step 3 and depicted in Table 8.

4.3 Th e LEAN Leadership–Employee 
Engagement Model 
It is evident that the hypothesised model as 
described in Section 2, is overridden by the 
Exploratory Factor Analysis and the role of the 

TABLE 5: MULTIPLE REGRESSION ANALYSIS ON HYPOTHESISED FRAMEWORK

Beta 
coeffi  cient Std. Error B 

Coeffi  cient
Std. 

Error t value p value

Intercept 2.212 0.189 11.696 0.000
Improvement culture 0.273 0.127 0.202 0.094 2.148 0.033
Self-development 0.124 0.113 0.080 0.073 1.102 0.272
Qualifi cation 0.221 0.126 0.135 0.077 1.747 0.083
Gemba -0.168 0.138 -0.102 0.084 -1.212 0.228
Hoshin Kanri 0.267 0.103 0.182 0.070 2.592 0.011

TABLE 6: STEP 1 OF MEDIATING VARIABLE TEST

Beta 
coeffi  cient

Std. 
Error

B 
Coeffi  cient Std. Error t value p-value

Intercept -0.082 0.210 -0.392 0.696
Authentic 
Improvement 
Culture

0.635 0.071 0.702 0.078 8.997 0.000

Hoshin Kanri 0.237 0.071 0.254 0.076 3.358 0.001
R = 0.825; R² = 0.681; Adjusted R² = 0.676; F(2,138) = 147.085; p = 0.000; Std Err (0.540)
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mediating variable. Taking into account the 
eff ects of these statistical analyses, a new model 
was created. It is illustrated in Figure 3 below.

Th e LEAN Leadership–Employee Engagement 
Model is comprised of two independent 
variables (Authentic Improvement Culture and 
Hoshin Kanri), one mediating variable (Gemba 
Qualifi cation) and one dependent variable 
(Employee Engagement). Th e validity of the 
independent constructs was confi rmed through 
the EFA. Th e mediating variable test showed

Th e LEAN Leadership–Employee Engagement 
Model is comprised of two independent 
variables (Authentic Improvement Culture and 
Hoshin Kanri), one mediating variable (Gemba 
Qualifi cation) and one dependent variable 
(Employee Engagement). Th e validity of the 
independent constructs was confi rmed through 
the EFA. Th e mediating variable test showed that 
Authentic Improvement Culture and Hoshin 
Kanri have a positive, statistically signifi cant 
relationship with the Gemba Qualifi cation 
(mediating variable) and the dependent variable, 
Employee Engagement. Th e Gemba Qualifi cation 

TABLE 7: STEP 2 OF MEDIATING VARIABLE TEST

Beta 
coeffi  cient

Std. 
Error

B 
Coeffi  cient

Std. 
Error t value p-value

Intercept 2.3002 0.1823 12.6166 0.0000
Authentic Improvement 
Culture 0.3717 0.0969 0.2606 0.0679 3.8371 0.0002

Hoshin Kanri 0.3068 0.0969 0.2087 0.0659 3.1677 0.0019
R=0.632; R² = 0.399; Adjusted R² = 0.391; F(2,138) = 45.873; p = 0.000; Std. Err = 0.470

TABLE 8: STEP 3 OF MEDIATING VARIABLE TEST 

Beta 
coeffi  cient

Std. 
Error

B 
Coeffi  cient

Std. 
Error t value p-value

Intercept 2.306 0.182 12.637 0.000
Authentic 
Improvement Culture 0.301 0.122 0.211 0.086 2.469 0.015

Hoshin Kanri 0.281 0.101 0.191 0.069 2.784 0.006
Gemba Qualifi cation 0.111 0.117 0.070 0.074 0.948 0.345
R = 0.635; R² = 0.403; Adjusted R² = 0.390; F(3,137) = 30.859; p = 0.000; Std. Err = 0.470

FIGURE 3: LEAN LEADERSHIP – EMPLOYEE ENGAGEMENT MODEL 
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also showed a positive relationship with Employee 
Engagement; however, it was not statistically 
signifi cant (see Table 8). Th e overall R² of the 
model is 0.40. According to Mehmetoglu and 
Jakobsen (2016, p. 54), a ‘rule of thumb’ in social 
sciences is to consider an R² value ≥ 0.3 to be a 
large eff ect. Th e model is therefore considered to 
have a strong relationship between the variables 
under consideration.

Th e study aimed to identify whether the LEAN 
Leadership Model was a suitable framework for 
employee engagement or not. It was found that 
the hypothesised framework was not validated. 
Th rough conducting an EFA and mediating 
variable test, a new model i.e. Th e LEAN 
Leadership – Employee Engagement Model 
was constructed. Th e model comprised of two 
independent variables (Authentic Improvement 
Culture and Hoshin Kanri), one mediating 
variable (Gemba Qualifi cation) and one 
dependent variable (Employee Engagement).

Overall, the LEAN Leadership–Employee 
Engagement Model suggested that line managers 
were able to promote employee engagement by 
spending time with employees and recognising 
them on the shop-fl oor. Th e model also showed 
that Authentic Improvement Culture leadership 
behaviours and strategic management behaviours 
(Hoshin Kanri) had a direct positive infl uence on 
employee engagement, while they also indirectly 
worked through the Gemba Qualifi cation to 
positively infl uence engagement. It is important 

to note that the role of the Team is the centre of 
the LEAN Leadership Model, from which the 
LEAN Leadership–Employee Engagement Model 
was derived. It is important that the role of the 
team in LEAN methodologies, and the behaviours 
that promote teamwork amongst the shop-fl oor 
employees, does not lose focus.

4.4 ANOVA Test 
It is evident from Table 9 that Line 5 showed 
large positive eff ects or diff erences in Authentic 
Improvement Culture leadership behaviours, 
when compared to four out of nine other lines 
(including Support Staff ). Descriptive statistics 
showed that Line 5 also had the greatest level of 
Employee Engagement. Th e ANOVA confi rmed 
the correlation between Authentic Improvement 
Culture leadership behaviours and Employee 
Engagement.

Table 10 confi rms that Line 5 showed large positive 
eff ects or diff erences in Hoshin Kanri leadership 
behaviours, when compared to four out of nine 
other lines (including Support Staff ). A similar 
trend was noticed with Authentic Improvement 
Culture. Th e ANOVA confi rmed the correlation 
between Hoshin Kanri leadership behaviours and 
Employee Engagement.

Table 11 also showed that Line 5 revealed large 
positive eff ects or diff erences in the Gemba 
Qualifi cation (mediating variable) leadership 
behaviours, when compared to four out of 
nine other lines. A similar trend was noticed 

TABLE 9: AUTHENTIC IMPROVEMENT CULTURE BETWEEN THE LINES

Source of Variation df SS MS F p-value
Between Groups 8 31.63 3.95 7.30 0.000
Within Groups 132 71.50 0.54
Total 140 103.13

Line Management Line Management Diff . M1-M2 Scheff é p Cohen’s d
Line 5 Line 3 1.339 0.004 2.113 Large eff ect
Line 5 Line 7 1.092 0.012 1.355 Large eff ect
Line 5 Line 8 1.263 0.001 1.896 Large eff ect
Line 5 Support Staff 1.137 0.049 1.701 Large eff ect
Line 6 Line 3 1.182 0.028 1.875 Large eff ect
Line 7 Line 6 0.935 0.080 0.752 Large eff ect
Line 8 Line 6 1.106 0.001 1.667 Large eff ect
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with the independent variables, Authentic 
Improvement Culture and Hoshin Kanri. Th e 
ANOVA confi rmed the correlation between the 
Gemba Qualifi cation leadership behaviours and 
Employee Engagement.

In determining the eff ect of LEAN Leadership 
behaviours on employee engagement, the 
descriptive statistical analysis showed that LEAN 
Leadership behaviours have a positive infl uence 
on employee engagement. Th is was confi rmed 
using a Pearson Correlation Test and the ANOVA 
Test amongst the diff erent line managers. Th e 
results correlated with literature.

5. IMPLICATIONS FOR MANAGERS AND 
FUTURE RESEARCH 
Th e results from this research study provided 
a management solution and an academic 
contribution to infl uence and direct leadership 
behaviours to aid sustainable LEAN 
Implementation. In addition, the fi ndings could 
be used to troubleshoot stagnations in LEAN 

phase executions from a possible lack of employee 
engagement.

5.1 Key Results and Management 
Recommendations 
Th is study highlights several important fi ndings 
regarding successful LEAN Management. Th e fi rst 
key fi nding affi  rms the signifi cant role employee 
engagement plays in LEAN Methodology. Th is 
fi nding is supported by Bailey et al. (2017), Saks 
(2006, p. 600), Sridevi and Markos (2010, p. 92) 
emphasising that employee engagement promotes 
the onset of critical and favourable business 
outcomes including increased productivity, 
profi tability, customer loyalty and safety.

A second fi nding, derived from literature (Ashtiani 
et al. (2017) & Dibia, Dhakal and Onu (2014)) 
and affi  rmed by the study, showed that leadership 
behaviours can lead to either the success or 
failure of attempted LEAN implementations. 
Specifi c leadership behaviours are required in 
LEAN manufacturing i.e. LEAN Leadership 

TABLE 10: HOSHIN KANRI BETWEEN THE LINES

Source of Variation df SS MS F p-value
Between Groups 8 28.61 3.58 5.83  0.000 
Within Groups 132 80.99 0.61
Total 140 109.59  

Line Management Line Management Diff . M1-M2 Scheff é p Cohen’s d
Line 5 Line 3 1.280 0.018 1.819 Large eff ect
Line 5 Line 4 1.041 0.043 1.535 Large eff ect
Line 5 Line 7 1.178 0.010 1.690 Large eff ect
Line 5 Support Staff 1.259 0.032 1.633 Large eff ect

TABLE 11: GEMBA QUALIFICATION BETWEEN THE LINES

Source of Variation df SS MS F p-value
Between Groups 8 35.27 4.41 6.42 0.000
Within Groups 132 90.72 0.69
Total 140 125.99

Line Management Line Management Diff . M1-M2 Scheff é p Cohen’s d
Line 5 Line 3 1.545 0.003 2.100 Large eff ect
Line 5 Line 7 1.173 0.021 1.328 Large eff ect
Line 5 Line 8 1.168 0.019 1.670 Large eff ect
Line 6 Line 3 1.382 0.018 1.759 Large eff ect
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behaviours. It is these LEAN Leadership 
behaviours that promote employee engagement. 
Th is conclusion leads to the third, and most 
signifi cant fi nding namely, Th e LEAN Leadership 
– Employee Engagement Model that serves as a 
framework to explain the relationship between 
LEAN Leadership behaviours and employee 
engagement. Th e role and impact of the line 
manager, represented in the LEAN Leadership 
– Engagement Model by the mediating variable 
Gamba Qualifi cation, is shown to have a positive 
and signifi cant impact in promoting employee 
engagement. Earlier studies in engagement 
(Crim & Seijts, 2006; Bart, 2011; Rastogi, 2012) 
support the critical role leaders play in engaging 
employees. Finally, it is worth noting that shop-
fl oor employee perceptions of management 
behaviours diff er from management perceptions 
of their own behaviours, which has the potential 
to infl uence employee engagement.

Derived from the aforementioned key fi ndings, 
the following management recommendations 
within LEAN industries are off ered.

Employee engagement cannot be overlooked 
as a critical antecedent to successful LEAN 
implementation and should be given the necessary 
focus from leadership to ensure its sustainability.

A specifi c skill set of leadership behaviours 
are required of LEAN managers to promote 
employee engagement and to ensure successful 
LEAN execution. Industry owners should note 
their signifi cance and relevance in obtaining a 
competitive advantage in modern manufacturing 
practices.

Management should emphasise the importance 
of integrating the correct LEAN Leadership 
behaviours into development portfolios across all 
levels of infl uence within the organisation.

It is important for management to understand 
the LEAN Leadership – Employee Engagement 
Model, which has the potential to facilitate the 
implementation of LEAN Leadership behaviours 
and thereby promote employee engagement. 
Management should make use of the model to 
identify gaps in Line Leadership performance 
and to target specifi c growth areas in shop-fl oor 

employee management.

Th e LEAN Leadership – Employee Engagement 
Model points out specifi c required leadership 
behaviours required for employee engagement in 
LEAN industries, as highlighted below:

• Gemba Qualifi cation leadership behaviours 
play an important role in positively infl uencing 
employee engagement. Th ese behaviours 
involve leadership presence on the shop-
fl oor with the aim of coaching employees and 
building their capability in problem solving. 
It is important for management to integrate 
these behaviours in leadership development. 

• Furthermore, the Gemba Qualifi cation 
plays a mediating role in the model. Th is 
suggests that Hoshin Kanri and Authentic 
Improvement Culture should work through 
the Gemba Qualifi cation to promote employee 
engagement. 

• Hoshin Kanri involves strategic line 
behaviours. Leaders must ensure that 
employees’ development plans are aligned 
with the company’s strategy. Th ey must not 
forsake long-term objectives for the short-
term, and should defi ne clear, intermediate 
objectives in order to strive towards perfection 
i.e. zero waste. Th ese behaviours are critical 
in LEAN Implementation and have a strong 
positive infl uence on the Gemba Qualifi cation 
and Employee Engagement. 

• Similarly to Hoshin Kanri, Authentic 
Improvement Culture also has a strong 
positive eff ect on the Gemba Qualifi cation 
and Employee Engagement. Authentic 
Improvement Culture plays a core role in 
the continuous improvement of LEAN 
methodologies. It involves consistent 
leadership, resulting from long-term 
personal development while challenging and 
supporting employees in problem solving and 
striving towards perfection i.e. zero waste. 

It is important to note that teamwork is integrated 
into each LEAN Leadership behaviour, as 
stipulated in the LEAN Leadership Model 
from which the LEAN Leadership–Employee 
Engagement Model was derived. It is important 
that management does not lose sight of the role 
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of the team in LEAN methodologies and the 
behaviours that promote teamwork amongst the 
shop-fl oor employees.

6. CONCLUSION 
Possible limitations to this study may include the 
sample size that was narrowed down to a single 
FMCG confectionery plant in Port Elizabeth, 
South Africa. Respondents may have felt pressured 
to respond positively to statements concerning 
their line manager in the questionnaire, even 
though it was stipulated as confi dential. Th e 
relationship between the Gemba Qualifi cation 
and Employee Engagement was not statistically 
signifi cant. Th erefore, further research is required 
to statistically validate the correlation.

Th is study presents signifi cant opportunities 
for future research. Statistical validation of the 
relationship between the Gemba Qualifi cation 
and Employee Engagement within the LEAN 
Leadership–Employee Engagement Model should 
be established, using a larger sample size. A further 
approach includes introducing the variable 
‘no-blame culture’ in the LEAN Leadership–
Employee Engagement Model, as a stand-alone 
construct and determining the relationship with 
engagement. Finally, the research should be 
extended to LEAN sites across various industries 
and stages of LEAN Implementation.
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ABSTRACT 
Th e internet has changed the way that academia 
access information for teaching and research 
purposes. Internet-based research refers to 
studies where data is collected from the internet, 
oft en social media sites. However, there are no 
defi nitive guidelines for researchers on how to 
collect, analyse and use the data collected from 
internet-based research. Th e typical ethical 
questions that researchers must address include 
if posts on social media is regarded as public or 
private information, how to protect the privacy 
of social media users when collecting data and 
how will informed consent be obtained from the 
users. Th e objective of the paper is to develop 
a framework that can be used by researchers to 
consider these ethical issues in internet-based 
research. Th e framework was developed from an 
in-depth literature review. Th e framework consists 
of fi ve focus areas which are the study population, 
legal issues, privacy expectations of users, data 
considerations and storage. Th e recommendation 
from the study is that researchers can use the 
framework to guide their ethical considerations 
when collecting data from the internet.

Keywords: Internet-based research; netnogra-
phy, ethics; privacy 

INTRODUCTION 
Th ere is plenty of research that focuses on the 
internet, the devices that connect to it and the 
technologies that make connection possible. 
However, for a long time the social interactions 
on the internet was ignored. To address this 
shortcoming the new fi eld of netnography, which 
investigates the contexts of human stories and 

understanding and how people use the internet, 
has emerged (Kozinet, 2017). Kozinet (2015, p. 79) 
defi ne netnography as ‘a specifi c set of related data 
collection, analysis, ethical and representational 
research practices’, where a signifi cant amount 
of data is collected online from individuals. 
Th erefore, netnography has become an important 
research tool that enable researchers to collect 
data from online sources and communities to 
provide rich insight into online interaction (Chao 
2015). One of the online sources that is used in 
netnography is social network research which 
investigates human understanding making use of 
social media platforms (Kozinet, 2017).

According to Kozinet (2015) there are four types 
of netnography. Symbolic netnographies seek to 
explore and explain meaning systems and practices 
related to particular groups. Autonetnographies 
relate to the inner phenomenological experience 
of the researcher while they are conducting 
the netnography while digital netnographies 
incorporate any and all methods of data analysis, 
including those using soft ware for word and 
language recognition and for the calculation 
and representation of social relationships, into 
the wider enterprise of human understanding. 
Lastly, humanist netnographies focus on social 
and individual issues, seeking self and social 
betterment and aiming for public accessibility, 
activism, and action (Kozinet, 2017).

Th e data collection of netnographies are typically 
qualitative and relies on human presence and 
personal connection online. Logan (2015) stated 
that data collection in a netnographic study does 
not need to be defi ned to one site or type of 
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online information. Rather, the study subject will 
determine the amount and type of data collected. 
Th e litmus test for data collection should be data 
saturation when no new ideas or themes emerges.

Internet-based research is governed by ethical 
guidelines and principles, which unfortunately 
has not kept up with technological innovation 
(Viljoen & Cilliers, 2019). Kozinet (2017) does 
provide ethical guidelines which are considered 
appropriate for restricted (semi) private online 
conversation, but not for online research which 
only focuses on content analysis of general of 
passive internet sources alone. Th e challenge 
for researchers is then how to apply traditional 
research ethics guidelines to netnography. Th is 
study investigates what ethical guidelines the 
researcher should be cognisant of when collecting 
data on the internet. Th e contribution of this 
study is a framework to guide the researcher 
when conducting internet-based research.

INTERNET-BASED RESEARCH 
Th e ubiquity of the internet means that it has 
become a new fi eld and tool for research. Th e 
internet refers to various technologies, devices, 
uses and social spaces depending on the context 
of its use (Brown, & Duguid, 2017). However, 
depending on the role that the internet may play 
in the research, various epistemological, logistical 
and ethical considerations must be considered. 
Th is calls for a new model of ethical evaluation 
and consideration from University Research 
Ethics Committees (UREC) in South Africa 
(Viljoen & Cilliers, 2019).

A sub-section of Internet-based research focuses 
specifi cally on social media platforms. Social 
media is a broad term used to describe a host of 
web-based technologies and developments and 
describes how modern Internet users typically 
consume as well as generate content (Ellison & 
Boyd, 2013).

Th e following are examples of internet-based 
applications that can be used for data collection 
(ESOMAR, 2011; Murire & Cilliers, 2016; Gupta, 
2017):

• Social networking sites: Facebook, Google 
Plus 

• Micro-blogging sites: Twitter, Tumblr, 
Snapchat

• Publishing tools: WordPress, Blogger
• Collaboration tools: Wikipedia, WikiTravel, 

WikiBooks
• Rating/review sites: Amazon ratings, Hello 

Peter
• Photo sharing sites: Flickr, Instagram
• Video sharing sites: YouTube, Vimeo
• Personal broadcasting tools: Blog Talk radio, 

Livestream
• Virtual worlds: Second Life, World of 

Warcraft , Farmville
• Location-based services: Check-ins, Facebook 

Places, Yelp
• Widgets: profi le badges, like buttons
• Social bookmarking and news aggregation: 

Pinterest
• Group buying: Groupon, Crowdsaving
• Electronic communication: Blackberry Voice 

Call; Facebook Messenger, WhatsApp, Google 
Hangouts, MSN Messenger, chat rooms, 
email, etc. 

Big data research are extremely large data sets 
that may be analysed computationally to reveal 
patterns, trends and associations (Hibbin, 
Samuel, & Derrick, 2018). Large amounts of data 
can be collected on various platforms, such as 
Qualtrics, Amazon Turk, SurveyMonkey or other 
online survey tools, while large scale data mining 
of material that is posted online, e.g. on blogs, 
discussion fora or social media sites (Facebook 
and Twitter) is also possible (Townsend& Wallace, 
2016). Researchers must defi ne their specifi c 
Internet interests and methodology in a proposal 
that can be considered by the relevant University 
Research Ethics Committees (UREC) concerning 
the appropriate internet research ethical issues. 
While the format of the proposal may diff er, 
the ethical approval process and considerations 
have been standardised by the National Research 
Ethics Committee in South Africa (Viljoen & 
Cilliers, 2019). Th e next section introduces the 
framework that can guide the researcher in this 
regard and discusses the various parts in more 
detail below.
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INTERNET-BASED RESEARCH ETHICAL 
GUIDELINES (IBREG) FRAMEWORK 
Ethical guidance is the responsibility of individual 
UREC. However, South African universities have 
not been able to keep up with the ever-changing 
research landscape, and very few have given 
any thought, if at all, to the ethicalities of data 
collection and other issues regarding internet-
based research (Viljoen & Cilliers, 2019). Th ere 
are guidelines available for marketers on how 
to conduct themselves ethically on the internet 
which is published by the South African Marketing 
Research Association (SAMRA) (SAMRA, 2018). 
Furthermore, in South Africa the Protection 
of Personal Information Act (POPIA) provide 
guidance on how personal information should 
be collected, stored and used. However, neither 
of these guidelines are focused on academic 

research and fall short of a comprehensive guide 
to ethical issues in internet-based research 
(Katurura & Cilliers, 2016). Some of the ethical 
issues that researchers need to address in their 
ethical applications to the UREC include:

• What level of privacy can users of social 
media sites reasonably expect when they post 
information on the internet, 

• When can the posts be regarded as ‘public 
information’, 

• Is consent still necessary if the information is 
considered public, 

• How will informed consent be obtained from 
the users if needed, and 

• How can online sampling be done in an 
ethical manner. 

FIGURE 1: INTERNET-BASED RESEARCH ETHICAL GUIDELINES (IBREG) FRAMEWORK
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Figure 1 provide an overview of the various 
sections of the IBREG framework. Th is study 
made use of a qualitative, inductive approach 
to develop the framework. A literature review 
was used to fi nd literature from previous studies 
such as articles from academic journals, books 
in both print and electronic formats, conference 
proceedings, relevant websites and theories 
relating to this study. Electronic databases such 
as ACM Digital Library, Sage Online Journals, 
Science Direct, Springer Link, and Sabinet 
Reference were used to fi nd relevant literature. 
Th e data was collected through a literature 
review which allowed the researcher to conduct 
several iterations through the data sources to 
gain a better understanding as well as identify all 
relevant information to the study. Th e inclusion 
criteria for the study consisted of the following: 1) 
Research conducted with the internet as the data 
collection tool, 2) Ethical considerations when 
making use of the internet to collect data and 
3) the articles were published between 2010 and 
2018. A forward and backward search strategy 
was adopted to ensure that all useful references 
were included in the review.

Section 1: Legalities 
Th is section will discuss the four areas identifi ed 
for consideration in the framework when 
conducting internet-based research. Th ese areas 
include the Belmont Principles, the POPI Act, 
privacy policy of relevant social media platform 
and institutional guidelines.

Belmont Principles 
Th e World Medical Association (WMA) issued the 
Declaration of Helsinki as a statement of ethical 
principles to guide those researching the health 
sciences that involve human subjects, identifi able 
human material or identifi able data (WMA, 
2001). Th e Singapore Statement on Research 
Integrity represented the fi rst international eff ort 
to encourage the development of unifi ed ethics 
policies, guidelines and codes of conduct to 
promote greater integrity for research worldwide. 
Th e Statement is the product of the collective 
eff ort and insights of the 340 individuals from 
51 countries who participated in the 2nd World 
Conference on Research Integrity (Resnik, & 
Shamoo, 2011).

While both these sets of ethical guidelines were 
developed for medical research, they apply to 
other types of research as well. Th e universal 
ethical activities in both guidelines relate to 
honesty, accountability, professional courtesy 
and fairness. In order to apply these activities 
to research, there are three ethical principles for 
research involving human subjects that were 
summarised in the Belmont Report (Department 
of Health, 2014).

Th e Belmont Report for the Protection of 
Human Subjects of Biomedical and Behavioral 
Research was published in 1978. Th e report is 
a comprehensive set of ethical principles for 
research involving human subjects. Th ese three 
core principles are identifi ed namely as respect 
for persons, benefi cence, and justice (Department 
of Health, 2014).

Respect for Persons 
Th e fi rst principle, respect for persons, states that 
the individual should be treated as autonomous 
agents and persons with diminished autonomy 
are entitled to protection. In order to adhere to 
this principle, informed consent should be sought 
from persons that will participate in the research. 
Th e principle further states that informed consent 
rests on three pillars: the extent and nature 
of the information given to the participant, 
comprehension on the part of the participant 
and voluntariness of participation which is free 
of coercion and undue infl uence (Lysaught, 2004; 
Department of Health, 2015).

Benefi cence 
Research that involves human participants should 
seek to improve the human condition. Th e second 
principle refers to persons being treated ethically 
by respecting their autonomy and protecting them 
from harm. However, benefi cence also requires 
the researcher to maximise the possible benefi ts 
and minimise possible harm that may come to the 
participants. Th is requires a conscious assessment 
of risk and benefi ts on the part of the researcher 
to determine if the risks that the participants 
will be exposed to are justifi ed. Th e types of risks 
that must be considered include psychological 
harm, physical harm, legal harm, social harm and 
economic harm (Punch, 2013).
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Justice 
Justice is the third principles and refers to the 
sense of ‘fairness in distribution’ or ‘what is 
deserved’. Th e selection process of research 
participants must be carefully considered to 
determine if some classes are being systematically 
selected because of convenience, manipulability 
or vulnerability. Social justice refers to the classes 
of subjects that should be included in a particular 
kind of research. Th is assessment is based on 
the ability of the members of this class to bear 
burdens and the appropriateness of placing 
further burdens on this class. Individual justice 
in the selection of subjects requires researchers 
to reasonably choose their subjects to ensure 
that all have an equal opportunity to participate 
in the research. Th e researcher must ensure that 
there are fair procedures and outcomes in during 
research process (Punch, 2013; Department of 
Health, 2014)

Protection of Personal Information Act 
POPIA governs the collection, processing and 
sharing of personally identifi able information in 
South Africa. Although the Act was promulgated 
in 2013, it only came into eff ect in 2018 (Kandeh, 
Botha, & Futcher, 2018). Currently there is a 
regulator that monitors the compliance of all 
individuals and organisations that collect or 
process personal information (Kandeh et al., 
2018). However the Act is generic in nature and 
does not provide enough guidance for all sectors 
such as mobile health and internet-based research 
(Katurura & Cilliers, 2016).

Th e Act prescribes eight categories of principles 
that must be complied with when handling 
information (Katurura & Cilliers, 2016; Kandeh 
et al., 2018). Th e principles cover the following 
areas:

1. Accountability – the researcher collecting 
data from the internet must notify the user, 
e.g. Facebook user, what information is being 
collected and consent should be obtained 
from the user before any data is collected. 

2. Processing limitation – the information 
should only be processed for the purpose it 
was collected for. Th us, the researcher cannot 
sell the information to a third party as this is 
not in the benefi t of the user. 

3. Purpose specifi cation- only information 
relevant to the specifi c task or research 
question must be collected from the user 

4. Further processing limitation – information 
should not be retained beyond provision of 
the service or research project for which it 
was collected for unless the project is still on 
going. 

5. Information quality- the individual or 
organisation collecting the information must 
be committed to making sure that the users’ 
information remains correct, complete and 
accurate at all times

6. Openness – should a breach in privacy occur 
the aff ected user to whom the compromised 
data belongs must be notifi ed and suffi  cient 
reparations proportional to the damage or 
loss suff ered due to the loss must be paid. 
Subsequently the information regulator must 
also be notifi ed of the breach 

7. Security safeguards – signifi cant security 
safeguards, both physical and soft ware based, 
must be implemented to protect the data 
collected by the researcher.

8. Data subject participation- the user to whom 
the data relates should be allowed to view 
and edit their information should it not be 
accurate.

While POPIA is comprehensive and protects the 
privacy of the individual, it does pose questions 
for the researcher collecting data from the 
Internet. Th e researcher is unlikely to ever meet 
the user face-to-face, which poses signifi cant 
obstacles to the researcher that must obtain 
informed consent, allow the user access to the 
data and inform the user if there was a privacy 
breach (Novation Consulting, 2018; Viljoen & 
Cilliers, 2019; Katurura & Cilliers, 2016). Th ese 
ethical issues will be further discussed in the next 
sections.

Specifi c internet platform 
Th e most popular internet platform is Facebook 
with over 2.38 billion users (Statista, 2019). 
Previous research has shown that Facebook users 
do expect their privacy on social networking sites 
to be maintained by the service provider (Tsay-
Vogel, Shanahan, & Signorielli, 2018). Typically, 
social networks make use of relationships to 
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operate while granting these networks and 
friends access privileges. Networks are based on 
similar interests, location or even education and 
the user can sign up, or ‘like’, the network to join. 
Th e members of the network will have access to 
the information of other members. Friendships 
require acceptance by both parties to access each 
other’s personal data, but some sites extend the 
privileges to second or third degree of connection 
(Felt & Evans, 2008).

Social networking sites makes use of a Terms of 
Service (TOS) warning when a user downloads 
the application to a device. However, since the 
TOS agreement is displayed for all applications 
and the user cannot opt out of the agreement, it 
becomes meaningless to protect the privacy of the 
user (Felt & Evans, 2008). Th is has necessitated an 
additional privacy policy that the user must agree 
to before they can sign up for an application. 
While most internet-based platforms do provide 
the privacy policy on their website for easy 
reference, research has indicated that very few 
people will read either the TOS or privacy policy 
before completing their registration. Reasons for 
this were found to be that users view policies as 
nuisance and ignored these on purpose in order 
to complete the actions they were busy with (Obar 
& Oeldorf-Hirsch, 2018).

Th e user do not only care about who has access 
to their information, but also that information is 
disseminated appropriately (Gupta, 2010). Key 
to this argument is the standpoint that social 
media users have all agreed to the TOS and 
privacy policy for each social media platform that 
they use (whether they have read it or not), and 
within these are clauses that explain how their 
data may be accessed by third parties, including 
researchers (Obar & Oeldorf-Hirsch, 2018). 
However, researchers still have the responsibility 
to consider the extent to which the collected 
data may have potentially damaging eff ects 
for participants. Th e user’s data must not be 
‘triangulated’ in such a way that the researcher 
reveals potentially damaging information that the 
user did not originally intend to share.

Th e Belmont principles state that harm or burden 
to those involved in or aff ected by research must 
be minimised in all instances, and all participants 

must be warned about any potential risks of harm, 
however slight these might seem (Department of 
Health, 2014). Where researchers collect data on 
internet-based platforms, it may not be possible to 
warn participants in advance. In such instances, 
the privacy policy of the specifi c platform can 
be used in lieu of such warnings if it states that 
data may be collected by a third party (Viljoen & 
Cilliers, 2018).

Institutional authority
UREC’s are responsible for governing the research 
activities of academics and students in academic 
environments. Th ese committees are also tasked 
with directing the various types and levels of ethics 
committees that may exist within an individual 
university structure. Th e research policy of an 
institution is typically based on internationally 
accepted standards. Th e most common standards 
mentioned across South African universities 
seem to be the Declaration of Helsinki developed 
by the World Medical Association (WMA) and 
the Singapore Statement of Research Integrity 
discussed in the previous section (Viljoen & 
Cilliers, 2019).

Internet-based research, just like more traditional 
research methods, needs to be conducted ethically. 
However, at present, there is not enough guidance 
available to UREC’s, on how this should be done. 
It is therefore imperative that research ethics 
committees should be empowered to evaluate, 
monitor and ensure the ethical behaviour of 
internet-based research occurring within their 
respective universities (Viljoen & Cilliers, 2019; 
Viljoen & Cilliers, 2018). It should also be noted 
that several international universities have 
recently developed policies for internet-based 
research ethics (University of Oxford, 2016; 
University of Cambridge, 2018; University of 
California, 2016). Th is means that South African 
universities are in a position to benchmark their 
internet research ethics policies against the 
standards of international universities.

SECTION 2: PRIVACY EXPECTATION 
Tsay-Vogel, Shanahan and Signorielli, (2018) 
stated that social network users have an expectation 
of privacy when making use of social media sites. 
Personal information can be regarded as anything 
ranging from a person’s name and contact details 
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to medical and fi nancial information. In fact, 
personally identifi able information (PII) is any 
data that could potentially identify a specifi c 
individual (Els & Cilliers, 2015).

Information posted on the internet is visible, 
traceable and permanent. However, the individual 
posting on social media expects privacy despite 
being in a public space on a social networking 
platform. Th us it is not apparent whether this 
expectation makes it ethically acceptable to 
use such data freely for research purposes 
(ESOMAR, 2011). Th e debate regarding the 
expectation of privacy in online spaces has 
been tested on numerous occasions in the legal 
arena. Th e generally accepted principle of law is 
that individuals have a reasonable expectation 
of privacy within his or her own home, but do 
not have a reasonable expectation of privacy 
in situations or acts the individual knowingly 
exposes to the public (Moreno, Goniu, Moreno, & 
Diekema, 2013). In the United States of America 
(USA), federal courts have ruled that individuals 
do not have a reasonable expectation of privacy in 
information they post on their Facebook pages as 
they have consented to Facebook’s privacy policy. 
Th e court noted that Facebook privacy policies 
plainly state that information users’ post may be 
shared with others, and that information sharing 
is the very nature and purpose of these social 
networking sites, or else they would cease to exist. 
However, the individual does have a measure 
of control by using the privacy settings of the 
relevant site. For example, a password-protected 
‘private’ Facebook group can be considered 
private, whereas an open Twitter account in 
which their opinions using a hashtag must be 
considered public (Adrian, Moreno, Nicodimos, 
McCauley, & Vander Stoep, 2019; Moreno et al, 
2013).

A general rule to remember is that the privacy 
policy of the specifi c online platform must guide 
the researcher as to how the data that is available 
on the platform may be used while the profi le 
owner is responsible for how public their data is 
in making use of the privacy settings. In general, 
Tweets are generally assumed to be public, while 
Facebook posts are only public if they have been 
set as publicly accessible (Adrian et al, 2019). Data 
that is available on the Internet or a social media 

site and can only be accessed through special 
permission is generally considered private. Th ese 
could pertain to the private Facebook page of an 
individual that must ‘befriend’ someone before 
they have access to the page. Where a website 
requires an individual to access the data through 
registration/login/payment but does not restrict 
the data beyond these steps, the data can be 
considered public as anyone with a username 
can access the data. Th e same principle applies 
to message boards and chat rooms (Brown, & 
Duguid, 2017).

Th e researcher must also consider how they will 
recruit individuals online to participate in the 
research study. Th ese eff orts can therefore be 
compared to marketing activities. Th e Consumer 
Protection Act (CPA) signed into law in 2008, 
protects individuals from unsolicited marketing 
communication as it provides them with the right 
to opt out of further communication and request 
information on where their contact details were 
obtained. POPIA also requires the individual 
to ‘opt in’ to receive marketing messages or that 
there must be an existing relationship between 
the marketer/researcher and participant. Th e CPA 
also recommends that a ‘do not contact registry’ 
must be kept, but the South African government 
has done little concerning developing this 
requirement (Novatech Consulting, 2018; ISPA, 
2019).

Vulnerable groups and online research 
Th ere is a need to include a discussion on 
vulnerable groups in internet-based research, 
especially where the research can improve the 
quality of life of these groups. However, the 
researcher has the responsibility to protect 
vulnerable groups from which data may be 
collected. Th ese groups include children under the 
age of 18, the economically disadvantaged, racial 
minorities, prisoners and the elderly (Hibbin, 
Samuel, & Derrick, 2018; Goodyear, 2017). Th ese 
groups may not be able to give informed consent, 
be easily manipulated or be exploited due to their 
age, illness or socioeconomic circumstances. 
Research involving vulnerable groups should 
only be undertaken when a project cannot be 
carried out with a non-vulnerable group or where 
the research has the potential to benefi t that 
vulnerable group (World Medical Association, 
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2001). Once again the researcher should be guided 
by the relevant legislation for the particular group, 
the Belmont Principles and seek ethical approval 
from the relevant UREC before data collection 
commences.

SECTION 3: STUDY POPULATION 
Th ere are two main considerations in this section. 
Th e fi rst is the recruitment and sampling of study 
participants, while the second refers to how the 
researcher will obtain informed consent from the 
participants.

Recruitment and Sampling 
Th ere are many opportunities for the researcher 
to recruit participants for research purposes 
on the internet. Activities such as emails, chat 
rooms and online advertising make it easy to 
reach a large audience with relatively little eff ort 
and cost (ESOMAR, 2011). However, one of the 
biggest problems is how the participants in the 
study population will be identifi ed and qualifi ed 
to prevent misrepresentation. Th is could easily 
happen as the researcher will have no face-to-face 
contact with the participant. Th us, the researcher 
will not be able to observe the participant 
reactions to the consent process (Moreno et al, 
2013). Th is is a valid concern, but not one that is 
unique to internet-based research. Th e researcher 
is also unlikely to meet the respondent of a mailed 
survey, but the researcher must still keep in mind 
that traditional ethical principles must be applied 
and approval sought from the relevant UREC 
before commencing with the data collection 
(Moreno et al, 2013).

Once the study population has been identifi ed, 
the researcher must decide how they will sample 
the population. Once again, as there is no face-
to-face contact, the researcher must consider 
the integrity of the respondents that are chosen 
to partake in the study. Social issues that may 
be considered here is the potential to duplicate 
respondents, respondents that maximise survey 
opportunities for monetary or other rewards, how 
vulnerable groups will be protected and the issue 
of representativeness of the target population. 
Technical issues include that respondents are 
not able to complete the survey more than once, 
how the personal data of the respondents will be 
protected, how the questionnaire will be designed 

(length and structure) and how it will comply 
with relevant legislation (University of California, 
2016; Moreno et al, 2013; ESOMAR, 2011).

In addition, individuals can also create personas, 
or avatars, which they may use online. Avatars 
are social identities that internet users establish 
in online communities and websites. Th ese 
personas allow individuals to reveal varying 
levels of personal information and also allow 
them to navigate the virtual world as a particular 
character or alter-ego. Th ese personas or avatars 
must be considered when sampling is conducted 
as it may skew the representativeness of the study 
population (University of California, 2016).

As is the case with traditional research, the 
recruitment, selection, exclusion and inclusion 
of participants for internet-based research should 
be just, fair and based on sound scientifi c and 
ethical principles. Persons should not be excluded 
unreasonably or unfairly on the basis of any of 
the prohibited grounds for discrimination: race, 
age, sex, sexual orientation, disability, education, 
religious belief, pregnancy, marital status, ethnic 
or social origin, conscience, belief or creed 
(Department of Health, 2015)

Authentication measures such as Personal 
Identifi cation Numbers (PIN) or other personal 
variables should be considered where sensitive 
information is collected. When research is 
classifi ed as a minimal risk, the standard 
informed consent document should confi rm that 
the respondent is age appropriate (University of 
California, 2016)

Informed consent 
Informed consent is a key ethical issue in 
internet-based research. Where participants and 
researchers do not need to meet face to face, it 
is harder to establish the age and competence 
of the individuals and their ability to consent 
freely. Except where the nature of the research 
or participants makes this impossible, free and 
informed consent must be obtained from all 
research participants at an appropriate point in 
the research process (University of California, 
2016).

Th e issue of informed consent will be determined 
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by whether the researcher considers the data in the 
public or private domain. If the data is considered 
in the public domain, it is freely available for any 
researcher to use while data in a private domain 
means that the individual has an expectation of 
privacy when posting the data (Moreno et al, 2013). 
In addition, consent is required for identifi able 
and recruited participants, but in internet-based 
research where subjects are not identifi able and/
or unaware of being researched, consent becomes 
an uncertain requirement. Researchers have 
argued that consent is not necessary if they de-
identify the data collected from participants on 
the internet, but recent research has found that 
even large scale aggregated data can be easily re-
identifi ed (University of California, 2016).

Individual UREC policies will guide the issue of 
informed consent. Th e researcher should acquaint 
themselves with these policies and abide by these 
rules. Th e following methods of informed consent 
could be considered by internet-based researcher 
according to the University of California (2016, 
p. 3):

• Internet-based questionnaires could make 
use of ‘I agree’ or ‘I do not agree’ buttons on 
the fi rst page of the questionnaire in lieu of a 
signature. 

• Questionnaires sent and returned via email 
should include a consent document that 
informs the respondent that submitting the 
completed survey indicates their consent 
(unsigned consent). If the consent form is 
printed, signed and returned to the researcher 
via email this constitutes documented consent. 
Please note that an electronic signature may 
not satisfy the requirements for documented 
consent.

• Research that will be carried out in online 
communities and chat rooms should not 
disrupt normal group activities, but the 
participants and moderators should be 
informed that research is being conducted on 
the site. 

• Internet-based research with minors must 
obtain the child’s assent and the parent’s 
permission.

SECTION 4: DATA CONSIDERATIONS 
When data from the internet is collected, 
anonymization of such data is imperative. Internet-
based researchers should be well versed in the 
diff erent methods of anonymising data collected 
on web based platforms and should display 
evidence as such in their ethical applications 
(Hibbin, Samuel, & Derrick, 2018). However, it 
should be recognised that these measures do not 
guarantee privacy and consequently every eff ort 
should be made to ensure eff ective protection of 
stored data.

Data Collection 
Th e internet has provided a multitude of 
opportunities to collect data inexpensively from 
a diverse group of people in a short amount of 
time. Th is allows the researcher to reach groups 
of participants that were not previously available. 
It is useful to consider the diff erence between 
secondary and primary data before attempting 
to solve the above mentioned issues. Primary 
data is collected and processed by the researcher 
for a specifi c purpose, e.g. to answer a research 
question (Cresswell & Poth, 2017). Secondary 
data was collected and processed by someone else 
for some other purpose but is now being used by 
the researcher for another reason, e.g. to support 
the fi ndings of the current research. Research 
utilising secondary data that both exists and has 
been collected in a public, academic database, e.g. 
Google Scholar, is considered desktop research 
and generally does not require ethical approval 
from UREC. (Creswell & Poth, 2017). When 
these two defi nitions are considered, data that is 
collected on the internet or a social media site can 
be considered primary data as the researchers will 
process the data to become information that can 
be used to answer the current research question. 
Meaning that publicly available data on social 
media sites can be considered to be raw data 
(Viljoen & Cilliers, 2018).

Methods of data collection 
Th is section will consider the various methods 
that can be used to collect data from the internet. 
Th e fi rst method discussed below is observations.

Observations 
Th e researcher must be sensitive to public 
behaviour when they collect data in a public 
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space such as an online community. If the 
community deals with sensitive issues such 
as mental health, substance abuse etc., the 
individuals that participate in the forum will 
expect privacy despite the data being available 
online. Participants of a forum, such as a Facebook 
page or chatroom, should be able to let the 
researcher know if they are not comfortable with 
their presence (University of California, 2016). 
Researchers must be sensitive to this expectation 
and outline in their ethical considerations how 
they will deal with the issue of informed consent 
and confi dentiality. A possible solution may be to 
create a Facebook page or chatroom specifi cally 
for research purposes and invite members to 
these forums. Th ose that choose to join the forum 
will receive a message informing them about the 
study and asking them for informed consent. 
Th is means that respondents are fully aware of 
the research and have consented to participate 
(University of California, 2016).

In addition, the data that is collected cannot 
be used verbatim as it constitutes personally 
identifi able information (Tsay-Vogel, Shanahan 
& Signorielli, 2018). Any details of a person or a 
quote that was placed on social media that can be 
traced back to them directly cannot be included 
in the research. To overcome this obstacle, 
the researcher can ‘mask’ the data. Masking 
means that raw data is transformed so that it is 
diffi  cult for others to fi nd the data online and 
subsequently identify the person to whom it is 
linked (University of California, 2016.

Surveys 
Researchers should outline how the confi dentiality 
of respondents that participate in online surveys 
will be protected. Additionally, the respondents 
must be able to withdraw from the study or 
decline to answer specifi c questions without 
prejudice. Researchers should set up survey 
instruments in such a way that respondents 
can refuse to answer a specifi c question, e.g. by 
providing ‘decline to answer’ or ‘not applicable’ 
options. Where interviews will be part of the data 
collection method, the protocol of the method 
of communication should be provided to the 
respondent, e.g. voice only or video and voice 
(ESOMAR, 2015; ESOMAR, 2016).

SECTION 5: DATA STORAGE 
Where the researcher makes use of a third party 
to administer or analyse data, the potential risk 
of confi dentiality and privacy breaches need 
to be considered. It is the responsibility of the 
researcher to make sure that the security measures 
to protect confi dentiality and the policy used for 
storage by the third party is appropriate for the 
study (Katurura & Cilliers, 2016). Respondents 
should be informed of these risks in the informed 
consent form. Th e following examples are from 
the Oxford University’s Internet Ethics Policy and 
show how researchers can mitigate the liability 
when third-party service providers are used 
(Oxford, 2016);

• “Although every reasonable eff ort has been 
taken, confi dentiality during actual internet 
communication procedures cannot be 
guaranteed.” 

• “Your confi dentiality will be kept to the 
degree permitted by the technology being 
used. No guarantees can be made regarding 
the interception of data sent via the internet 
by any third parties” (Pennsylvania State 
University). 

• “Data may exist on backups or server logs 
beyond the timeframe of this research project.” 

CONCLUSION 
Th e IBREG framework is one of the fi rst attempts 
in the South African literature to provide guidance 
on how to conduct internet-based research in an 
ethical manner. Th e problem that the framework 
addresses is twofold. First, the researcher must 
navigate a complex and oft en confusing array 
of ethical issues when they apply for ethical 
clearance for their study. Secondly, UREC are 
not equipped to deal with netnography research 
studies due to the lack of guidance. However, 
the interaction of humans on the internet does 
present new and exciting research opportunities 
that must be pursued in an ethical manner to 
produce new knowledge for this fi eld. Future 
research will involve rigorous testing of IBREG 
in an interdisciplinary team to establish the 
strengths and weaknesses of the framework while 
the inclusion of divergent perspectives would add 
a further layer of scope to the current framework 
which can provide opportunities to expand the 
framework even further.
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ABSTRACT 
Traditional South African universities are at 
crossroads in terms of increasing their tuition fees 
versus cutting costs to ensure their future fi nancial 
viability. Th e Fourth Industrial Revolution is not 
only changing the skills needed in the workplace, 
but also how tertiary education is going to be 
presented in the future. Th e South African youth 
are poor and need aff ordable tertiary education 
that enhances their employability. Th e primary 
research objective of this paper was to determine 
the fi nancial viability of teaching modules 
presented at a South African university using 
management accounting and cost allocation 
techniques. Th e sample consisted of 3 497 teaching 
modules presented to 276 627 student enrolments 
at one university for 2017. Although the authors 
are satisfi ed that the methodology of costing is 
sound, the greatest limitation is that the results 
presented in this paper refl ect only one university. 
It was found that the breakeven number of 
enrolments for undergraduate modules are 30 to 
cover the direct costs of presenting the module. 
More than 50% of the modules presented at the 
responding university are not covering their 
direct costs and the problem is even more severe 
at the postgraduate level. Extrapolating these 
results implies that traditional South African 
universities can address the issue of unaff ordable 
tuition fees to the poor if they are prepared to 
focus less on their social responsibility and more 
on their fi nancial sustainability.

Key Words: Universities, Fourth Industrial 
Revolution, modules, fi nancial sustainability. 

INTRODUCTION 
Universities are facing a rapidly changing 
environment. Th e Fourth Industrial Revolution 
(4IR) is not only changing the skills needed 
to ensure employability, but also the mode of 
delivery which threatens the very survival of 
traditional universities. Ultimately, 4IR will 
change the manner in which we work, live 
and relate to humankind (Schwab, 2015). In 
May 2017 Harvard Business School Professor 
Clayton Christensen predicted that 50% of 
the over 4 000 colleges and universities in the 
United States are bound for bankruptcy in the 
next few decades (Hess, 2018). Th e main reason 
behind Christensen’s prediction is the disruption 
caused by online education which undermines 
the business model of traditional universities 
focusing on on-campus and face-to-face delivery 
of tuition. Online education could potentially run 
universities out of business (Nazeeri, 2017).

Universities in developing countries oft en face 
additional problems. Focusing on South Africa, 
the country is characterised by poverty, extreme 
income inequality and unemployment (Hunter, 
Martinez & Patel, 2016). Also on the local front, 
universities are confronted with several challenges 
such as declining subsidies from government 
and large numbers of previously disadvantaged 
youth who are poor, with substandard secondary 
education, but in desperate need of aff ordable 
tertiary education that will ensure employability. 
In contrast, South African universities responded 
over the last ten years with tuition fees increasing 
well above the infl ation rate of the country to 

DOES THE YOUTH HAVE REASON TO BE ANGRY AT SOUTH 
AFRICAN UNIVERSITIES? 

Prof A van Aardt Smit
Department of Business Management

University of the Free State
Bloemfontein, South Africa
E-mail: smitava@ufs.ac.za

Me. Carla Serfontein
School of Accounting

University of the Free State
Bloemfontein, South Africa

E-mail: SerfonteinC@ufs.ac.za



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

1333

combat their relatively declining subsidies from 
government. Universities in South Africa have 
seen the climax of the impact of these challenges 
during the #FeesMustFall protests that shook 
universities countrywide. Th ese student protests 
in South Africa reached a peak aft er the 2015 
announcement by Blade Nzimande, the then 
South African Minister of Higher Education, of 
a proposed hike between 10% and 12% in tuition 
fees and eventually escalated to a call for free 
higher education (Editorial, 2015; South African 
History Online, 2016).  

Th ese protests reiterated the fi nancing challenges 
universities are facing. Th e current trajectory 
of tuition fee increases implies that university 
education is becoming progressively more 
unaff ordable for the majority of South African 
students. Add the increasing pressure on an already 
fi nancially constraint government to fi nance poor 
students’ tertiary education (NSFAS), and you 
are confronted with a very concerning dilemma 
to ensure the sustainability of South African 
universities. Traditional universities will have 
to make urgent and serious decisions regarding 
their existing business model for them to remain 
fi nancially sustainable in the future (Mackeogh & 
Fox, 2009:147; Long, 2012:60; Editorial, 2014:1).

PROBLEM INVESTIGATED 
Although there are a plethora of factors that 
infl uence the prevalence of unemployment 
in South Africa, such as the lack of economic 
growth, poor quality education and poverty, 
one of the population groups that continue to 
bear the brunt of unemployment is the youth. 
Youth unemployment in South Africa exceeds 
52% and is almost the highest in the world 
(World Bank, 2015). While there are numerous 
reasons attributable to the occurrence of youth 
unemployment, studies have evidenced that 
a lack of access to information regarding job 
opportunities, high expectations, inapt education 
and technological advancements infl uence the 
current state of youth unemployment in the 
country (Banerjee, Galiani, Levinsohn, McLaren 
& Woolard, 2008; Yu, 2013). Unemployed youth 
that enters the labour market with only a primary 
or secondary school qualifi cation are less likely to 
be employed; this is due to the fact that the labour 
market demand for this cohort of employees is 

low due to capital-augmenting labour-saving 
technologies (Lam, Liebbrandt & Mlatsheni 
2008). Th us, providing aff ordable education to 
the poor to enhance employability in a fi nancially 
sustainable manner should be one of the primary 
driving forces of South African universities.

Modules (a module is typically one of the 
courses that is presented to complete a degree) 
are the teaching building blocks of degrees and 
student enrolments, as well as the cost drivers 
of departments and faculties. Th e aff ordability 
crisis explained above will require university 
administrators to make certain decisions. Th e main 
focus of management accounting is to provide 
relevant and accurate fi nancial information 
for better decision-making. Decisions about 
future activities of any organisation, especially 
in the modern business environment, cannot 
be made without the required data and accurate 
information (Lale & Andelokovic, 2014). Th e 
provision of cost information to assist in the 
decision-making function of an organisation 
is an important requirement of management 
accounting in the digital age (Lawson & White, 
2018). Th e research question in this paper 
focuses on whether universities can deliver more 
aff ordable tertiary education in South Africa and, 
at the same time, ensure their fi nancial viability.

RESEARCH OBJECTIVES 
Th e primary research objective of this paper is 
to determine the fi nancial viability of teaching 
modules presented at a South African university 
using management accounting and cost allocation 
techniques that could assist the administrators of 
the university in making the required decisions 
to be able to off er aff ordable modules to students.

Th e following secondary objectives will support 
the achievement of the primary objective of this 
research study.

• Identifying the complexities associated with 
determining both the income and direct costs 
of presenting a module. 

• Computing the breakeven number of 
enrolments for modules at diff erent NQF 
levels.

• Calculating the level of cross-subsidizing 
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amongst modules at the responding university, 
thus identifying the modules that are not 
covering their direct costs. 

• To improve strategic decision-making by 
providing relevant and accurate fi nancial 
information using management accounting 
techniques.

LITERATURE REVIEW 
Th e contrast between the need for skilled, educated 
employees as opposed to the quality of the South 
African education system is highlighted with the 
following statistics. In the period 2001 to 2012, one 
million highly skilled jobs were created in South 
Africa, while only 768 000 medium-skilled and 
613 000 low skilled jobs were created in the same 
period (Bhorat, Hirsh, Kanbur & Ncube, 2014). 
Th e contrast is truly problematic; the quality of 
education for the majority of South Africans leave 
them with the only option of being unskilled, 
while the trend in the world is for skilled workers.  
Unemployment and income inequality have the 
potential of destabilizing a country socially and 
economically. In other words, addressing the 
country’s income inequality and poverty is not 
as simple as creating more job opportunities. 
Unskilled and semi-skilled work is becoming 
increasingly more redundant with robots and 
artifi cial intelligence (AI) replacing humans. 
Th us, there are structural issues such as access 
to education, specifi cally tertiary education, that 
could help to level the playing fi eld for all South 
Africans.

Africa’s readiness to compete in the knowledge 
economy is to some extent limited by the role 
of education and inherently the quality of 
research institutions. Income inequality has been 
declining in the industrialized world over the last 
30 years. Th is is, however, not the case in many 
developing countries, such as South Africa, with 
both access and the quality of tertiary education 
as two of the main reasons (Global Risks Report, 
2017:11). According to Schwab and Sala-i-Martin 
(2016), greater innovation is predicated on 
increased investment in education and research 
and development, especially by the private sector, 
as well as the presence of high-quality scientifi c 
research institutions. Again, if universities could 
improve their fi nancial position, the capacity 
for increased research outputs should be more 

achievable in the future.

Another big challenge universities are facing, 
is the changing teaching culture that is 
associated with 4IR. In order to keep up with 
transformation, education systems will have 
to adapt to prevent considerable dislocation of 
jobs by readying students for the impact of 4IR. 
Th e extent of these changes alters structures of 
management, production and governance with 
the consequence that previously recognized skill 
sets in formal education are becoming irrelevant. 
Th e discrepancy between skills and knowledge 
acquired by university study and the capabilities 
required by future labour markets necessitate the 
shift  of traditional higher education towards a 
mixed model of subject discipline and external 
context, as well as involvement of employability 
support facilities (Oliveri & Markle, 2017; Adecco, 
2017; OECD, 2016;  Nagarajan & Edwards, 2015). 

For example, training programmes in business 
schools should be adapted to keep up with 
evolving technology with the focus on education 
in fi elds such as artifi cial intelligence (AI), big data, 
computers and business, specifi cally in leadership 
and management (Soni, 2018). Th erefore, the 
focus should shift  from learning skills to cognitive 
skills in order to ensure problem-solving skills 
(World Bank, 2016). Skills need to be combined 
with education and practical knowledge to obtain 
ultimate results.  Students and instructors have to 
acquire new skills, tools and information (David, 
2019). Current skill sets are ineffi  cient and lead 
to extensive recruitment challenges. Critical steps 
have to be taken regarding the restructuring 
of education systems as well as upskilling the 
workforce (Schwab and Sala-i-Martin, 2016). 
Again, without the necessary human and fi nancial 
capacity, universities will fi nd it extremely diffi  cult 
to stay relevant.

All indications are that a new type of university 
is already emerging. To survive 4IR, the manner 
of research, teaching and service will have to 
change. Interdisciplinary universities with virtual 
libraries, teachers and classrooms will be the 
result (Xing & Marwala, 2017). Universities have 
to integrate the curricula with the online world 
to ensure “future readiness”. Universities are thus 
obliged to improve current skills, as well as skills 
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that will have an impact on the technological 
progression of 4IR (Menon & Castrillon, 2019). 
In South Africa, automation can replace 41% 
of all work activities (Schwab, 2017). Structural 
transformation is the key challenge for Africa. 
Economic transformation policies can lead to 
higher productivity and simultaneously increase 
employment elasticity. Upon obtaining a tertiary 
education, young jobseekers may face the 
challenge of inapt skills. As asserted by Yu (2013), 
graduates from the humanities and education 
faculties are less likely to fi nd employment 
compared to their counterparts from engineering 
and medicine. Th is reality of no skills, or the 
wrong skills, to some extent further impedes 
advances against both youth unemployment and 
income inequality.

What is needed at South African universities is 
a signifi cant change in strategic thinking, thus 
facing the challenges of both 4IR and the national 
and international socioeconomic environment. 
Not only is it crucial to address both the relevance 
and mode of delivery of tertiary education, but 
also to enhance research outputs and make 
tertiary education more aff ordable. Given the 
fi nancial pressure South African universities are 
facing, this seems to be an almost impossible task. 
Th e question can be asked whether the concept 
of being a “traditional university” is still a viable 
option. Can universities still be everything-to-
everybody or is it time to focus on the fi nancial 
viability of universities? 

All indications are that many university 
administrators are under pressure to either 
increase tuition fees or cut costs to address their 
fi nancial sustainability, both in the short and 
medium term. Since business decisions aff ect 
any organisation, regardless of the sector in 
which it operates, decisions must be made at the 
“beginning, during and at the end of the business 
process” (Lale & Andelokovic, 2014:167). Th ese 
management decisions include, but is not limited 
to, resource allocation in the organisation and 
reporting on the profi tability of the integral parts 
of the organisation, its products, customers, and 
all other required areas (Lale & Andelokovic, 
2014:170–171). Th e management accounting 
system in an organisation is the key source of 
delivering the required information to managers 

to serve their decision-making needs (Lale & 
Andelokovic, 2014; Odar, Kavcic & Jerman, 2015; 
Ciuhureanu, 2018; Tenhunen & Danielescu, 
2018). Contrary to management accounting, 
decision-making based on fi nancial accounting 
information with a primary external focus, could 
lead to what Lawson and White called “disastrous 
results” (Lawson & White, 2018). Teaching 
income at a university depends predominantly on 
the number of students enrolled for a module or 
degree and is thus a variable income, while the cost 
of teaching the module is predominantly a fi xed 
or a period cost since it consists mainly of salaries. 
Th is creates the classic management accounting 
problem of costing services in an organisation 
without a clear input/output relationship. Th e 
research question in this paper addresses the issue 
of whether a responding South African university 
can still aff ord to be a traditional university not 
focusing on optimizing its fi nancial resources 
using management accounting techniques.

RESEARCH METHODOLOGY 
Statistical and Costing Analysis 
In this paper, the statistical analyses, such 
as descriptive statistics, cross-tabulation, 
chi-square, one-way analysis of variance 
(Independent T-test), regression analysis, and 
Pearson correlation coeffi  cient were done using 
Excel and the Statistical Package of Sciences 
(SPSS) statistical soft ware. Comparing means 
(Independent T-test) were used to measure 
the mean, standard deviation, skewness and 
signifi cance of the diff erences amongst faculties, 
various NQF levels and diff erent funding weights. 
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 
signifi cance level of 0.01):

Although it is not the main focus of this paper 
to discuss the methodology of costing in detail, 
Table 1 illustrates the management accounting 
methodology followed in this paper regarding the 
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costing of modules at the responding university. 
Th e starting point was to classify the two sources 
of income (subsidies and tuition fees) and the 
two categories of expenses for the responding 
university (direct versus indirect using the 
faculties as the cost objective) and then, using 
diff erent bases, allocating/assigning costs to the 
individual modules. Income could be directly 
associated with a module and was quite accurately 
determined regardless of the inherent diffi  culties 
such as diff erent funding and NQF weights per 
module as well as specifi ed tuition fees for each 
individual module. Th e discretionary decisions 
regarding the methodology of allocation/
assignment of costs to modules were much more 
complex. Th e direct costs (expenses) refer to the 
salary and operating budget that top management 
make available to faculties to run their 
departments. In contrast, the indirect costs refer 
to all the other costs incurred by the university to 
serve both students and the academic personnel, 
such as maintenance, IT services, the departments 
of human resources, fi nance, marketing, etc. and 
services such as a library, accommodation and 
sports facilities, to mention a few.

For the purpose of this paper, the focus was 
only on allocating the direct faculty expenses 
(costs) to the various individual modules. 
What complicated the decisions regarding the 
methodology of allocation was that the direct 
faculty costs are predominantly fi xed costs with 
no direct relationship to the number of modules 

presented. Another problem was the decision of 
whether the number of enrolments impacts the 
cost of presenting the module. Certain specifi c 
discretionary decisions relating to the number 
of credits per module, whether direct faculty or 
departmental costs should be allocated to modules 
or not making any diff erentiation amongst 
faculties, the percentage of direct costs related 
to teaching, which part of the direct cost should 
be allocated per module versus per enrolment, 
thus what percentage of the direct costs should 
be allocated on a fi xed versus a variable basis, as 
well as how to deal with the indirect costs were 
made. Again, it is not the purpose of this paper 
to discuss the methodology of allocation, the 
detail regarding the discretionary decisions to 
be taken, or the allocation of the indirect costs, 
but only to highlight some of the complexities 
and discretionary decisions that were required to 
build the model.

Data 
HEMIS and fi nancial data for the 2017 academic 
year were used to conduct the study. Th e 
responding university comprises of seven diff erent 
faculties; Education, Economic and Management 
Sciences, Health Sciences, Th e Humanities, Law, 
Natural and Agricultural Sciences as well as 
Th eology and Religion.

According to Table 2, the population in 2017 of all 
faculties comprises 4 088 modules with 307 674 
enrolled students (bums-on-seats) representing 

TABLE 1: THE METHODOLOGY OF COSTING MODULES

Statement of Teaching Related Profi t and Loss for the University for the year 2017

  University 
Total

Individual 
Faculty

Individual 
Department

Individual 
Module

Teaching Income XX XX XX XX
Tuition Fees xx xx xx xx
Teaching Input Subsidy xx xx xx xx
Direct Costs XX XX XX XX
Allocated on a Fixed basis xx xx xx xx
Allocated on a Variable basis xx xx xx xx
Contribution / Direct Profi t XX XX XX XX
Indirect Costs XX XX XX XX
Allocated based on Teaching Income xx xx xx xx
Allocated based on Direct Costs xx xx xx xx
Profi t/Loss XX XX XX XX
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64  168 teaching input units (TIU). Th e main 
focus, however, was on active teaching modules. 
Of the 4 088 modules, a sample of 3 497 teaching 
modules (the sample) was selected, applying the 
following four criteria (see Table 2):

• All modules that were research-related were 
removed; 

• All modules that were related to the Centre 
for Teaching and Learning (CTL) at the 
university were removed;

• All modules that had no TIU were excluded 
from the sample (could be dormant); and

• All modules presented at a National 
Qualifi cation Framework (NQF) Level 4 were 
excluded.

Table 2 indicates that in terms of sampled modules 
(86%), enrolments (90%) and TIUs (84%), 
teaching modules dominate the core activities 
(population) of the responding university. It is 
also important to note that, although the sample 
was quite comprehensive, the results are only a 
refl ection of one university for one year (2017). 
Th us, the fi ndings of this paper might not be a 
true extrapolation of South African universities 
in general.

RESULTS AND FINDINGS 
Th e diverse characteristics of the modules 
presented at the university complicated the 
calculation of the profi tability of modules using 
management accounting methodology and 
principles; it is much easier to determine the 
profi tability of homogeneous as opposed to 

TABLE 2: THE POPULATION VERSUS THE SAMPLE

  Modules Enrolments TIU
Population 4 088 307 674  64 168 
Sample 3 497  276 627  53 616 
% Sample 85,5% 89,9% 83,6%
Excluded  591  31 047  10 553 
CTL  23  16 120  1 178 
No TIU  98  9 585 –
NQF 4  2  1 591 –
Scripts  468  3 751  9 374 
% Excluded 14,5% 10,1% 16,4%
CTL 0,6% 5,2% 1,8%
No TIU 2,4% 3,1% 0,0%
NQF 4 0,0% 0,5% 0,0%
Scripts 11,4% 1,2% 14,6%

TABLE 3: THE MEAN AND MEDIAN ENROLMENTS PER MODULE PER FACULTY 

Faculties Number Mean Enrol Median Enrol Skewness Std. Dev.
FAC 1  663  107,5  30,0  7,07  250,9 
FAC 2  511  89,3  39,0  4,33  160,8 
FAC 3  404  35,6  17,0  2,00  44,6 
FAC 4  614  86,1  13,0  3,50  176,0 
FAC 5  170  204,9  149,0  1,24  216,4 
FAC 6  1 027  54,6  20,0  9,05  138,5 
FAC 7  108  14,1  6,0  6,86  41,5 
Total  3 497  79,1  22,0  6,75  175,4 
Signifi cance    0.000** 

** Signifi cant at less than 1%
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diverse products or services. Th e diversity of 
modules refers to issues such as a) number of 
enrolments, b) number of credits, c) diff erent 
funding weights, d) diff erent NQF levels and e) 
diff erent tuition fees per module, to mention but 
a few diffi  culties. In addition, it is quite easier 
to cost a product than it is to cost a service and 
teaching modules are regarded as a service.

In Table 3 it is clear that the number of modules 
presented ranges from more than a 1 000 to just 
more than 400 per faculty. What is, however, more 
concerning is the signifi cant diff erence in the 
average number of enrolments per faculty, ranging 
from a mean of 205 to an average of 14 students in 
a module. With the exception of two, fi ve faculties 
have a level of skewness exceeding 2,58, indicating 
that the data regarding the number of enrolments 
are signifi cantly skewed. Th e skewness is positive, 
implying that many modules have relatively 
small numbers of enrolments as oppose to a few 
modules having high numbers of enrolments. 
Th is is confi rmed focusing on the Mean versus 
the Median enrolments per faculty. In all the 
faculties, the median is drastically lower than the 
mean number of enrolments, confi rming both the 
positive skewness of the data and that the mean 
is not a true refl ection of the average number of 
enrolments per faculty or per module. Similar 
complications were experienced regarding both 
the number of modules as well as the number of 
enrolments per module at the various NQF levels, 
subsidy versus tuition income, as well as diff erent 
funding weights per modules.

Table 4 illustrates another one of the issues 
encountered in this study. Teaching income at 
the responding university comprises of subsidies 
(from government) and tuition fees (from 
students). Th e NQF Weight 1 (W1) includes 
all NQF levels 5 to 7 modules (undergraduate 
modules), while W2 and W3 refer to NQF level 

8 and 9 respectively. Although NQF level 8 could 
sometimes be the fi nal year of a four-year degree, it 
is mostly associated with an Honours degree; thus 
for the purpose of convenience, both NQF levels 8 
and 9 will be referred to as postgraduate modules. 
In this table it is clear that the level of subsidizing 
increases from 44,6% at the undergraduate level 
to more than 65% for masters modules. Th is 
could have two possible explanations, namely 
a) the government is much more inclined to 
subsidize postgraduate modules, and/or b) the 
responding university does not adjust the tuition 
fees suffi  ciently to cost postgraduate modules.

Table 5 represents both the mean income per 
module at diff erent NQF levels as well as the 
number of enrolments needed to cover the 
direct cost per module, thus the breakeven point. 
What is relevant, is that the mean income per 
module increases as the NQF level increases and 
specifi cally from NQF levels 8 and 9. Th e main 
reason for this phenomenon is that government 
subsidizes these NQF levels more than typical 
undergraduate modules. Th is has a direct impact 
on the number of enrolments needed per module 
to break even at diff erent NQF levels. Table 
5 indicates that, on average, undergraduate 
modules need 30 enrolments to break even, thus 
to cover their direct expenses. For the NQF 8 and 
9 modules, the breakeven enrolments are 20,9 
and 13,5 enrolments per module respectively. 
Th e higher teaching income (additional 
subsidy income for postgraduate modules from 
government) directly contributes to the lower 
number of enrolments needed for postgraduate 
modules to cover its direct costs (breakeven).

Using the benchmarks of 30, 20 and 10 enrolments 
per NQF levels 5 to 7, 8 and 9 modules respectively, 
it was possible to determine the fi nancial viability 
of modules at the responding university. Using 
these measures, Tables 6 and 7 illustrate the 

TABLE 4: THE RELATIVE DIFFERENCE BETWEEN SUBSIDY AND TUITION INCOME PER NQF WEIGHTS

  Median Income Subsidy / 
TeachingNQF Weights: Subsidy Tuition Teaching

NQF W1  80 256  99 695  179 951 44,6%
NQF W2  67 200  42 090  109 290 61,5%
NQF W3  33 600  17 840  51 440 65,3%
Total  67 200  65 000  132 200 50,8%
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fi nancial contribution of modules with few versus 
many enrolments. It is important to remember 
that although the term ‘Direct Profi t’ is used, it 
is not the actual profi t situation of covering all 
the operating expenses; it is only referring to 
covering the direct teaching costs as incurred by 
the faculties.

TABLE 5: THE TEACHING INCOME AND 
BREAKEVEN ENROLMENTS PER MODULE 

 NQF Levels: Income per 
Module

Breakeven 
Enrolment/

Module
Total  5 756  28,3 
NQF 5  4 832  34,3 
NQF 6  5 444  30,1 
NQF 7  6 032  26,9 
NQF 8  7 606  20,9 
NQF 9  11 455  13,5 

Table 6 highlights the fact that more than 52% of 
the teaching modules presented at the responding 
university have only 5,8% of all the enrolments. 
Th e situation gets worse at NQF levels 8 and 9 with 
69,1% and 75,8% of the postgraduate modules 

having only 17,9% and 34,8% of the enrolments 
respectively. Th is is also refl ected in the teaching 
income versus the direct expenses for this group 
of modules. Th e modules with the least number 
of enrolments at the responding university do 
not cover their direct costs, with postgraduate 
modules by far the biggest lossmaking group. 
Table 7 focuses on the modules with the highest 
number of enrolments and shows exactly the 
opposite results in relation to Table 6.

Just more than 6% of the modules have 35,4% 
of all enrolments. Again, if we focus on the 
contribution or the direct profi t, these modules 
with the highest number of enrolments at the 
responding university are contributing almost 
R386 million to cover the indirect costs of the 
institution, as opposed to the modules with the 
least number of enrolments being more than 
R174 million in the red.

In Table 8, the modules not covering their direct 
costs are compared to those who do cover their 
direct costs. Th e trend is that the modules at 
fi rst and second year (NQF levels 5 and 6) are 
more inclined to be presented with a positive 

TABLE 6: LEVEL OF CROSS-SUBSIDIZING: MODULES WITH FEW ENROLMENTS (SMALL)

Small Modules Total NQF 5-7 NQF 8 NQF 9
Category Enr. / Mod. 1-30 1-20 1-10
No. of Modules  1 835  959  632  244 
% of Modules 52,5% 42,4% 69,1%  75,8%
Enrolments  16 115  10 701  4 392  1 022 
% of Enrol. 5,8% 4,3% 17,9% 34,8%
Teaching Income R’000  139 907  63 793  62 125  13 990 
Direct Expenses R’000  314 780  126 320  132 057  56 403 
Direct Profi t R’000 - 174 872 - 62 527 - 69 932 - 42 413 

TABLE 7: LEVEL OF CROSS-SUBSIDIZING: MODULES WITH MANY ENROLMENTS (LARGE)

Largest Modules Total NQF 5-7 NQF 8 NQF 9
Category Enr. / Mod. 501+ 51+ 31+
No. of Modules  221  95  111  15 
% of Modules 6,3% 4,2% 12,1% 1,6%
Enrolments  97 920  82 387  14 695  838 
% of Enrol. 35,4% 33,1% 60,0% 28,6%
Teach. Income R‘000  465 307  318 107  130 284  16 915 
Direct Expenses R‘000  78 781  42 167  31 380  5 234 
Direct Profi t ‘000  386 526  275 940  98 904  11 681 
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contribution (direct profi t) (between 60% and 
66%), while between 60% and 81% of the NQF 
levels 8 and 9 modules presented are making a 
direct loss.

MANAGERIAL IMPLICATIONS 
Infl uenced by the impact of 4IR, universities 
worldwide are facing the challenge of remaining 
both relevant and fi nancially viable. Focusing 
on South African universities, the additional 
strategic challenge is to address the needs of their 
primary target market who are predominantly 
the poor, unemployed, previously disadvantaged 
youth that is seeking aff ordable education to 
ensure employability. Organisations today, 
including universities, must be proactive and not 
just reactive. Proactive decision-making focuses 
on strategic analysis by using various models 
applying an estimate to advance the decision, 
not a strict set of criteria (Lale & Andelokovic, 
2014: 167). If universities fail to recognize the 
need to innovate and respond to competitive 
forces, their competitive advantage and their 
fi nancial prosperity could be in danger due to 
the complexity and pace of change in modern 
markets.

It is unrealistic to expect universities to do 
more and more without additional funding. Th e 
radical changes needed to comply with the needs 
of the South African youth, combined with the 
challenges imposed by 4IR, put severe pressure 
on the fi nancial sustainability of universities. Th e 
research question addressed in this paper focused 
on whether the responding university can create 
suffi  cient resources to face these radical changes. 
It was thus important to cost modules as one of the 

primary cost drivers at a university. However, it is 
a known fact that quality information empowers 
management to make informed strategic 
decisions. Th e purpose of fi nancial accounting is 
to present fi nancial statements that comply with a 
fi xed set of rules (IFRS). In contrast, management 
accounting is not bound by a fi xed set of rules, 
but rather by a set of guidelines. Th ese guidelines 
allow for discretionary decisions regarding the 
methodology of cost allocation to be taken, 
which is what has been done. Th e approach, 
methods and results of this costing exercise were 
benchmarked against similar studies to cost 
modules at universities internationally, and the 
authors are quite satisfi ed with their discretionary 
decisions in designing this costing model.

However, as was expected, the costing of a 
service was quite more diffi  cult than costing a 
product in the absence of typical input/output 
relationships as mentioned earlier and the fact 
that in a service organization, most of the costs 
are predominantly fi xed. What made it even more 
diffi  cult to cost modules at a university was the 
diverse nature of modules in terms of number 
of enrolments, diff erent NQF levels, diff erent 
funding weights and varying number of credits, 
as well as no relationship between income and 
the number of modules presented. In addition, 
the skewness of the data with many modules 
having few enrolments with only a few modules 
having a large number of enrolments, added to 
the complexity. Aft er taking all these complexities 
into account, it was established that the breakeven 
enrolments for undergraduate modules were 30 
enrolments, with 21 at a NQF level 8 and almost 
14 for an NQF level 9 module. Th is leads to the 

TABLE 8: NUMBER OF MODULES COVERING THEIR DIRECT COSTS

   Number of Modules making a Direct Profi t or Loss
University Total Profi t Loss % Profi t % Loss
NQF5  566  369  197 65,2% 34,8%
NQF6  950  579  371 60,9% 39,1%
NQF7  744  411  333 55,2% 44,8%
Undergraduate  2 260  1 359  901 60,1% 39,9%
NQF8  915  359  556 39,2% 60,8%
NQF9  322  63  259 19,6% 80,4%
Postgraduate  1 237  422  815 34,1% 65,9%
TOTAL 3 497 1 781 1 716 50,9% 49,1%
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observation that 52,5% of the modules with the 
least number of enrolments presented at the 
responding university are not even covering their 
direct costs amounting to a direct loss of R174,9 
million, while only 6,3% of the modules are 
making a direct profi t of R386,5 million. Another 
observation was that postgraduate modules, 
regardless of their higher income per enrolment, 
were less profi table than undergraduate modules.

All indications are that the responding university 
could save a signifi cant amount of money by 
critically assessing the current modules being 
presented. University offi  cials oft en argue that 
their primary function is to render a service to the 
country and their community and that profi tability 
is not a strategic issue. However, if there is little 
need (in terms of number of enrolments) for a 
specifi c module, the question can be asked what 
is its value to the community? Th e potential 
strategic value of this research paper is not to turn 
a university into a profi tmaking business, but a) 
to assist faculties and departments to optimise the 
use of both human and fi nancial resources, b) to 
create stakeholder awareness of the level of cross-
subsidizing of modules at all levels, c) to provide 
top management with fi nancial information to 
take strategic decisions (such as size and shape 
discussions), d) to potentially be able to lower 
tuition costs to students and e) to avail human 
capacity to increase research outputs.

CONCLUSION 
Th e primary objective of this paper was to 
determine the fi nancial viability of teaching 
modules presented at a South African university 
within the context of creating the fi nancial 
capacity to address both the radical changes 
created by 4IR as well as the need of the poor, 
uneducated youth to more aff ordable tertiary 
education. O’Sullivan and Dooley (2008) defi ne 
innovation as “the process of making changes, 
large or small, radical or incremental, to products, 
processes and services” and without facing these 
realities, universities could seriously jeopardize 
their very survival in the near future.

Th e luxury of being a traditional university, 
predominantly funded by government with the 
freedom to increase tuition fees as needed, might 
not be a viable option in the current economic and 

political climate. However, making these crucial 
strategic decisions to address the critical external 
and internal challenges that most South African 
universities are facing, require brave and bold 
strategic decisions as well as relevant and accurate 
fi nancial (costing) information. Th e research 
question that could be asked is what universities 
can do to address the needs of the disadvantaged 
and poor, oft en badly educated, youth to ensure 
aff ordable education.

One of the biggest challenges all organisations are 
facing today is that management expects more 
and more from their employees without assessing 
the relevance of existing activities. From both a 
human and fi nancial perspective, any process of 
strategically deciding what to do must also include 
what not to do anymore. Th e fact that only one 
responding university was included in this study 
can be regarded as a major limitation, but the 
authors are quite convinced that similar scenarios 
are prevalent at most South African universities. 
Can universities keep on increasing tuition fees 
and demand more government subsidies, be 
oblivious to the levels of cross-subsidizing in 
their institutions, and in doing so, ignoring the 
needs of their primary target market for more 
aff ordable education to ensure employability?
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ABSTRACT 
Th is paper reports on a section of a bigger project 
in which research is conducted to investigate 
the work-integrated learning (WIL) activities 
of second-year Business Management students. 
Th ese activities arise from a need to align academic 
content and industry experiences during the 
education of these students. Th e majority of these 
registered Business Management students from a 
South African university did practical work in a 
corporate environment during their winter recess. 
Th e aim of this paper was to gain insight into the 
perceptions of Business Management students 
on their WIL activities during the practical time 
and into the employers’ perceptions of these WIL 
activities. Th e paper followed an exploratory 
research methodology and gathered data by 
means of an online survey, which yielded 39 
responses from students and 45 responses from 
their employers. Communication was the most 
important skill that students developed. Finding 
a business that was willing to let them do their 
practical work on their premises was the students’ 
most challenging aspect of their WIL activities. 
Th ey also struggled with teamwork. Students 
and their employers perceived students’ confl ict 
resolution aptitude as the employability skill with 
the most room for improvement.

Keywords: work-integrated learning; employ-
ability skills; student; employer; perceptions; 
challenges

INTRODUCTION 
Statistics South Africa’s latest reporting indicates 
that the country is currently experiencing some 
of its highest unemployment rates in its history 
(Stats SA, 2019a). At 27.6 %, the unemployment 
rate is the highest it has been since the third 
quarter of 2017 (Carvalho, 2019). Th e reasons 

for this large number of unemployed citizens 
are multi-fold, ranging from businesses 
terminating part-time workers due to the end 
of the high-demand period of the festive season 
to a lack of fundamental technical skills (De 
Bruin, 2018; Pauw, Bhorat, Goga, Ncube & van 
der Westhuizen, 2006:42; Masoka & Selesho, 
2014:132). Additionally, there seems to be a 
structural mismatch between the skills-driven 
demands of the modern South African economy 
with the skilled to unskilled employed ratio 
estimated to be approximately 53:47 (Hausmann, 
2008; Minford & Mahambare 2005:13; National 
Planning Commission, 2011:15). Th is mismatch 
might even increase in the near future, especially 
with the fourth industrial revolution looming.

Th e alarming number of 6.2 million unemployed 
individuals is concentrated among the youth, 
with 63.4% aged between 15 and 24 years. 
Among these youths, 31% are university 
graduates (Stats SA, 2019b). Graduates seem to 
have a disproportionately high expectation of 
the remuneration that their qualifi cations should 
earn for them. Sirat and Shuib (2012) found that 
many graduates opt to rather remain unemployed 
than be underpaid. According to Jackson and 
Chapman (2012:107), many graduates also lack 
basic, non-technical employability skills such 
as problem-solving, critical thinking, decision-
making and confl ict resolution.

Th is paper explores 11 employability skills, 
namely: communication, teamwork, commercial 
awareness, analysing & investigating, self-
motivation, planning and organising, time 
management, confl ict resolution, self-awareness, 
integrity and stress tolerance. Th ese skills were 
selected due to their importance highlighted 
in various academic sources (Coetzee, Ferreira 
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& Potgieter 2015:682; Ellis, Bell, Ployhart, 
Hollenbeck & Ilgen, 2005:661; Jackson, 2015:365; 
Jackson & Chapman, 2012:107; Michie, 2002:67). 
Jackson (2015:350) argues that universities can 
increase the employability of their students 
by implementing adequate work-integrated-
learning programmes and activities. According 
to Winberg, Engel-Hills, Garraway and Jacobs 
(2011:4), WIL is described as educational 
initiatives that combine and integrate learning 
in a workplace setting. By doing this, lecturers 
and universities enhance students’ teaching and 
learning experience.

With modern skills demands being so broadly 
defi ned between technical ability to so-called ‘soft  
skills’, employers’ perceptions of employability 
skills continue to be essential (Kruss, 2007:673). 
Not only is it impossible for academics to 
predict skills demands in isolation, but there is 
a discrepancy in the perceptions of academia 
and those of managers regarding important 
employability skills (Jackson & Chapman, 
2012:107).

Th e South African future labour force must align 
its skillset to keep pace with these developments. 
De Bruin (2018) advocates for achievable, 
straightforward, minor changes with iminent 
signifi cant long-term eff ects. One way is to imbue 
the education curriculum with employability 
skills development; another way is to streamline 
communication channels between important role 
players so that every stakeholder puts words into 
action. Firstly, political leaders must continue to 
invest in value-adding and eff ective educational 
programmes. Secondly, lecturers should attempt 
to add WIL practical activities to their modules. 
Th irdly, students ought to deliberately and 
actively develop their technical and non-technical 
employability skills. Finally, business managers 
have to be open to hiring students for practical 
work weeks

RESEARCH OBJECTIVES 
Stemming from the above, the primary objective 
of this paper was to gain insight into the 
perceptions of Business Management students on 
their WIL activities during the practical time and 
the also on employers’ perceptions of these WIL 
activities.

To achieve the primary objective, the following 
secondary objectives were formulated:

• To compile a demographic profi le of 
respondents who took part in the study; 

• To identify the challenges and learning 
opportunities that the students encountered 
during their practical week; 

• To explore ways to improve future WIL 
projects; 

• To determine whether there is a statistically 
signifi cant relationship between students’ 
perception of how challenging their tasks 
were during their practical time and whether 
they would work there in future; 

• To determine whether there is a statistically 
signifi cant relationship between students’ 
perception of their overall employability skills 
and the total amount of days that they worked 
during their practical time; 

• To establish whether there is a statistically 
signifi cant relationship between students’ 
perception of their overall commercial 
awareness skills and the total amount of days 
that they worked during their practical time; 

• To determine whether there is a statistically 
signifi cant relationship between the students’ 
opinion of whether their practical time could 
lead to a full-time job off er in the future and 
the size of the business where the practical 
work was done; and 

• To establish whether there is a statistically 
signifi cant relationship between the 
employers’ opinion of whether the students’ 
practical time could lead to a full-time job 
off er in the future and the size of the business 
where the practical was done. 

BACKGROUND 
Work-integrated learning 
Th e term ‘work-integrated learning’ is frequently 
used interchangeably with work-based learning, 
practice-based learning, work-related learning, 
vocational learning, experiential learning, 
co-operative education, clinical education, 
internship, practicum and fi eld education 
(Sattler, 2011:26). Many authors have attempted 
to create an all-encompassing model that would 
comprehensively describe the term work-
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integrated learning, especially for graduates. 
Sattler (2011:29) proposes the following three 
examples as a simplifi cation: fi rstly, systematic 
training, in which case the place of employment is 
the primary source of the learning (as in the case 
of apprenticeships); structured work experience, 
wherein the students are acquainted with the 
working environment during the course of a 
pre-graduate academic programme (in instances 
such as fi eld experience, professional practice, 
practical time work and internships); and lastly, 
institutional partnerships, which refer to pre-
graduate education activities intended to achieve 
industry and/or community goals (for example, 
in service-learning). In this paper, the WIL 
activities followed a structured work experience 
approach. WIL could therefore be seen as an 
educational approach that bridges academic 
and workplace tasks to the mutual advantage 
of the students and the business; in this regard, 
WIL should demonstrably be appropriate for the 
qualifi cation concerned (Winberg et al., 2011:4). 
Practical work is one of the most eff ective WIL 
activities, since it provides students with the 
physical and direct exposure they require to 
develop their employability skills (Jackson, 
2015:350). Th e mismatch between the skills 
that South African graduates have and the skills 
required by employers further necessitates probes 
into the employability skills of students (Masoka 
& Selesho, 2014:133).

Employability skills 
Th e following sub-section provides some 
literature insights into the employability skills 
that the researcher focused on in this paper. Th ere 
is a brief discussion of what each skill is, why it 
is important and how it can be developed and 
enhanced.

Communication 
Students must be exceptional in their message 
sending skills to enhance their employability. 
Th eir verbal messages should be concise and 
their non-verbal cues should exude confi dence. 
Active participation in meetings, results-oriented 
feedback and academic writing can be seen as 
the hallmarks of an employee with commendable 
communication skills (Jackson, 2015:356). 
Eff ective communication between employees 
and their managers has been shown to give 

businesses a competitive advantage (Brunetto & 
Farr-Wharton, 2004:594; Longenecker, 2010:39). 
Potential employees who seek to improve their 
communication skills can start by becoming 
better listeners (Griff en, 2014:362; Flynn et al., 
2008:148; Fracaro, 2001:3). Th is can be done 
by withholding judgement during interactions, 
consciously pondering on what the message 
encoder had said, and asking for clarifi cations 
once the speaker had become silent (Hartley & 
Bruckman, 2002:20; Hoppe, 2007:11-12).

Teamwork 
Teamwork can be described as two or more 
employees collaborating during the execution of 
their tasks, moving to achieve a mutually accepted 
and valued objective (Ellis et al., 2005:661). 
Employees who can work, function and fl ourish 
in a team environment are valued as they exhibit 
mastery over social intelligence, awareness 
and acceptance of cultural and diversity, 
have an innate ability to infl uencing others, 
and satisfactory confl ict resolution (Jackson, 
2015:356). Teamwork can be enhanced by having 
decentralised decision-making structures during 
group interactions, setting clear objectives 
prior to the engagement of the individuals, and 
encouraging widespread interaction in the lecture 
room and in the workplace (Mburugu, 2017; 
Salas, Scuffl  er, Th ayer, Bedwell & Lazzara, 2014).

Commercial awareness 
Prospective employees are expected to 
have comprehensive knowledge regarding 
organisational structures, operational processes, 
culture and systems. Commercial awareness 
also involves understanding local, national 
and global economic issues and how they 
aff ect business success (Jackson & Chapman, 
2012:113). Displaying apt commercial awareness 
can communicate to employers that the potential 
employee would be a good fi t for the business. It 
was also tested separately in the survey used in 
this study and measured students’ perceptions 
of their knowledge from sectors to business 
environments. To improve their commercial 
awareness, students have to stay up to date with 
changes and trends within their industry, be 
knowledgeable about paradigm and paradigm 
shift s, and get as much exposure as possible to 
real-world business dilemmas (PwC, 2017).
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Analysing and investigating 
Candidates should show numeracy acumen, 
early adoption and integration of information 
technologies, as well as the ability to manage 
data and information (Jackson, 2015:356). Th ese 
employees display commendable reasoning 
capacity and are accomplished in analytic, 
diagnostic, critical and creative thinking (Jackson 
& Chapman, 2012:113). Th is skill is important 
for students when faced with heuristic problems. 
Students can improve this skill by purposely 
exposing themselves to unknown or unfamiliar 
situations. Th ey should get comfortable in these 
situations and navigate these conditions in 
their execution of their tasks (Snyder & Snyder, 
2008:96-97).

Self-motivation 
Successful workers’ drive to be productive arises 
from intrinsic motivation and internal resources. 
Th is can be seen as displaying traits such as self-
effi  cacy, ability to maintain a healthy work-life-
balance and self-regulation (Jackson, 2015:356). 
Ncube and Zondo (2018:5-6) found that there is 
a direct positive correlation between managers’ 
self-motivation and their business success. 
Furthermore, they state that this skill enhances 
creativity and business growth. Equally, this skill 
is invaluable to students as it is the cornerstone 
of their academic progression. Individuals with 
internal sources of motivation are more likely to 
engage with businesses willing and this skill gets 
enhanced with the improvements of other skills 
(Bande, Fernàndez-ferrín, Varela-neira & Otero-
neira, 2016:227).

Planning and organising 
Potential employees should be future-oriented. 
Th ey should be able to visualise desired outcomes 
and map the journey of getting there. Jackson 
(2015:356) adds that potential employees 
should exhibit conceptualisation and evaluation 
of actions that need to be taken in achieving 
the desired outcome. Employees who show 
impressive planning and organising skills during 
their execution of tasks reassure managers that 
relative factors and information have been 
considered, resources will be allocated effi  ciently 
and the potential for productivity will be 
maximised (Lowden, Hall, Elliot & Lewin, 2011). 
Chuvgunova and Kostromina (2016:137) concede 

that researching the improvement of planning 
skills is limited by its notorious complexity as 
it is essentially a meta-process that requires 
neuroimaging and electroencephalography to 
fully understand. Th erefore, its improvement 
lies in ‘learning how to learn’ and an integrated 
approach.

Time management 
Time management is one of those classic skills 
that are crucial for employability. Th is can be seen 
as potential employees who exhibit behaviours of 
exceptional task scheduling, profi cient planning, 
multi-tasking and autonomy. (Jackson, 2015:356). 
Effi  cient time management allows employees to 
complete their assigned tasks in shorter periods; 
this frees up more time for them to take initiative 
in other areas (Lowden et al., 2011). Chapman 
and Rupured (2008) advocate for self-awareness, 
prioritisation, appropriate scheduling and the use 
of external tools and resources.

Confl ict resolution 
Confl ict management has proved to be one of 
the most poorly developed employability skills 
among graduates. Th is can be seen as students’ 
inability to address and resolve antagonistic 
issues with colleagues and managers (Jackson & 
Chapman, 2012:100). Dealing with confl ict in a 
timely and eff ective manner ensures that there 
are fewer disruptions, higher labourer morale and 
better interactions (Bercovitch, 1983:119). From 
the employers and colleagues’ perspective, they 
can attempt to understand students’ possible state 
of vulnerability, as the issue of their inexperience 
can be a barrier (Kapoor & Solomon, 2011:308; 
Noff singer, 2013).

Self-awareness 
Self-awareness involves metacognition and 
consists of actions such as acknowledgements 
of shortcomings, mitigation of weaknesses, 
exploitation of strengths and lifelong learning 
(Jackson, 2015:356). Awareness of oneself allows 
employees to view themselves objectively, which 
makes them more likely to incorporate necessary 
changes (Morin, 2011:818). Students need to be 
aff orded the time and opportunities to discover 
what they can do exceptionally well, as well as their 
limitations in order to attain and enhance their 
self-awareness (Jackson, 2015:360). Intentional 
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recordkeeping of one’s behaviours, thoughts, 
critiques, praises, shortfalls and progress might 
also be valuable in improving this skill (Klimoski 
& Hu, 2011:24).

Integrity 
Th is skill involves exhibiting behaviours of 
unswerving commitment to one’s core values 
and beliefs, being consistently honest, exhibiting 
accountability, awareness of organisational 
ethics and its integration with one’s personal 
ethics (Jackson & Chapman, 2012:102; Jackson, 
2015:356) Integrity can be seen as a critical 
employability skill considering the rampant 
allegations of corruption in the political 
environment. Furthermore, Jonck (2017:73) 
found a correlation between employers’ 
perceptions of students’ work ethic and integrity. 
Employees with high integrity can be trusted 
to make decisions that will have a net positive 
outcome for the stakeholders involved (Huberts, 
2018:28). Managers and lecturers are encouraged 
to be vigilant during selection stages, establish 
open communications lines, clarify roles and 
expectations, make reporting of off ences easy 
and provide compensation of desired behaviours 
transparent (Duggar, 2010:6).

Stress tolerance 
Stress can be caused by external burdens such 
as deadlines and internal forces such as pressure 
to perform. Stress can be seen as the interaction 
between the work environment and the potential 
employee (Michie, 2002:67). Stress tolerance 
can be defi ned as the exhibition of resilience 
during instances where the employee’s resources 
are insuffi  cient to handle the physical and 
psychological demands of a situation. Th is skill is 
vital as it promotes goal attainment (Kushwaha, 
2014:470). Employees seeking to develop this skill 
are advised to consciously improve technical skills 
to equip themselves with additional resources, 
which, in turn, will assist in remaining resilient in 
the face of adversity (Michie, 2002:70).

In the next section, the researcher will elaborate 
on the structure of the WIL activities performed 
and the research methods used to measure 
students and employers’ perceptions of them.

METHODOLOGY 
Th e purpose of the project that resulted in this 
paper was to enhance students’ learning ability 
by integrating their practical experience with 
theoretical knowledge. Th e paper’s aim was 
to gain insight into the Business Management 
students’ WIL activities during the practical 
time, identifying the challenges and learning 
opportunities. Furthermore, the researcher 
wanted to gain some data regarding the 
employers’ perceptions of the WIL activities. 
Th is section comprises a summary of the how 
the WIL activities were planned and a discussion 
of this paper’s research methods. Th is study was 
also contextualised by consulting various existing 
literature sources (Neuman, 2003:96).

Design of the WIL activities 
Th e second-year Business Management students 
in question had a multi-disciplinary programme, 
including not only Business Management courses, 
but also marketing and supply chain management, 
accounting and fi nancial management, and 
statistical and economics mathematics courses. 
Th e students were instructed to complete a period 
(one week) of practical work during their winter 
recess and were required to submit an assignment 
in the beginning of the second semester. Th is 
assignment comprised various elements of the 
business, including environmental, managerial 
and entrepreneurial aspects of the establishment 
in which they were employed.

Th e lecturers gave the students a short work 
session on how to use networking in attempts 
to equip them with the necessary skills to reach 
possible employers. Th e students were given 
their assignments, which set out to expose 
students to vital business functions and obtain 
information, before the winter recess began. Th e 
assignment covered subjects such as the business’ 
operational process, infl uences of change in the 
PESTE environment on business as well as the 
competitiveness of the business.

To encourage confi dence in participation, 
managers (employers) also received a letter that 
stated the purpose of the practical week and 
suggestions of how to utilise the practical time. 
Th e students were also instructed to present their 
managers with a letter of gratitude, stating what 
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they had learned and the value they believe they 
added to the business during their time there. 
Managers were asked to complete the online 
questionnaire that was directed at the employers.

Once the recess had ended, the students had 
to submit their completed assignments; the 
assignments were assessed and the mark 
contributed to their fi nal participation mark. 
Th ereaft er, the students were asked to complete 
an online questionnaire refl ecting on their work 
experience, perceived personal development 
and commercial awareness. In the next sections, 
the design of the research, sampling methods, 
measuring instrument and data analysis are 
discussed.

Research design 
Th e paper achieved its purpose by means of 
exploratory research. Explorative research seeks 
to clarify the confi nes of a situation, predict 
probable problem areas and/or opportunities, 
and identify signifi cant factors and variables 
relevant to the subject matter (Struwig & Stead, 
2013:6; van Wyk, 2012).

Target population, sampling and data collection 
Th e participants of the WIL project were 
second-year students registered for a Business 
Management module and their employers. 
Th e majority were Business Management and 
Information Technology students, followed 
by Consumer Sciences and Tourism students. 
Only responses from the Business Management 
students and their employers are reported in this 
paper.

Th e data collection for this paper was done 
by means of an online survey using a self-
administered questionnaire published on 
Google Forms (Struwig & Stead, 2013:90). 
Th is questionnaire obtained 39 responses from 
Business Management students and 45 from 
their employers. Participation in this study was 
completely voluntary and consent from the 
participants was explicitly stated. Ethical issues 
were proactively taken into considerations, which 
resulted in the project receiving ethical clearance 
from the university’s ethics committee.

Th e measuring instrument 

Th e responses of the students and their employers 
were gauged with a survey that consisted of 
four sections. Th e foremost section gathered 
demographic information including type of 
industry, work experience, age and gender. Th e 
second section accessed information about 
respondents’ experience during their practical 
time at the business, such as the main activities 
carried out, the level of diffi  culty of these 
activities, how likely they would accept a position 
at the particular business and the least satisfying 
aspect of their practical work. Th e next section 
consisted of questions relating to students’ 
personal development and competencies 
(Jackson, 2015:356). Th ese skills are the 11 
employability outlined in the Background section 
of this paper, namely communication, teamwork, 
commercial awareness, analysing & investigating, 
self-motivation, planning & organising, time 
management, confl ict resolution, self-awareness, 
integrity and stress tolerance. Th e fi nal section 
was concerned with commercial awareness, 
and accessed students’ perceptions of their 
knowledge regarding the three sectors, industries, 
stakeholders, PESTE, markets, competitors, 
customers, vision and mission, value chains, 
fi nical statements and networking.

Managers’ opinions were also obtained by means 
of a survey that consisted of four sections. Th e 
fi rst section gained demographic information 
regarding the employers’ industry and the size 
of the business. Th e following section gathered 
information regarding the employers’ view of 
the WIL activities performed by the students, 
such as how challenging it was, whether their 
presence at the business had any value to the 
business, whether the practical week improved 
the students’ employability and whether their 
performance may lead to the students’ full-time 
employment at the particular business. Th e 
penultimate section rated managers’ perception of 
ten easily observable employability skills, i.e. the 
employability skills discussed in the background 
section of this paper – except stress tolerance.

In both of the surveys, there were a few questions 
with four-point labelled Likert scales and some 
were open-ended questions, which were coded 
and organised into categories to aid in their 
statistical analysis (Bogdan & Biklen, 2007:175).
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Data analysis and interpretation 
Th is study used the Statistical Package for Social 
Sciences (SPSS version 25) to capture and analyse 
the primary data. Th e signifi cance level was set 
at 5% as the criterion for all statistical tests. Th e 
statistical objectives were achieved by performing 
the following analyses:

• Frequency analyses were performed for all the 
items in the questionnaire and mean scores 
and standard deviations were computed. 

• Th e bivariate Pearson correlation analyses 
were utilised to examine the strength of the 
identifi ed association between (p ≤ 0.05) 
(McDaniel & Gates, 2005:455; Struwig & 
Stead, 2013:168). 

RESULTS AND DISCUSSION 
Content and face validity 
Since the paper followed an explorative design, 
determining construct validity was deemed 
unnecessary. Delport and Roestenburg (2011:173) 
state that content validity alludes to the degree to 
which a measuring instrument covers the entire 
content domain. Th e items in each scale of the 
measuring instrument must consequently be 
representative of the conceptual defi nition under 
discussion and must measure the concept that the 
researcher intends to measure. In this paper, the 
survey sought to measure respondents’ opinions 
of their experience and skills, rather than aiming 
to measure the skills. Face validity refers to the 
degree to which a measurement is subjectively 
regarded as encompassing the concept it intends 
to gauge (Leedy & Ormrod, 2010:92).

In this paper, content validity was verifi ed in the 
form of face validity by experts in teaching and 
learning and knowledgeable study leaders and 
supervisors from the School for Management 
Sciences at the North-West University’s 
Potchefstroom Campus, who all found the 
instrument to be content valid.

Empirical fi ndings 
Th e following section presents the sample profi le 
based on the demographic information gathered, 
followed the perceptions of students and their 
employers. Th e section concludes with the results 
concerning the 11 employability characteristics 
used in the empirical study, in correspondence 

with this paper’s objectives.

Demographic profi les 
A limited demographic profi le of the students is 
presented in Table 1, followed by the demographic 
information of their employers in Table 2.

TABLE 1: DEMOGRAPHIC PROFILE OF STUDENTS 
(N=39) 

Gender n Percentage
Male 20 51.3
Female 19 48.7
Age n Percentage
19 years and younger 2 5.1
20 years 25 64.1
21 years old 8 20.5
21 years and older 4 10.3
Home language n Percentage
Afrikaans 33 84.6
English 3 7.7
Setswana 3 7.7
Industry n Percentage
Agriculture, forestry 
and fi shing 5 12.8

Mining and quarrying 6 15.4
Manufacturing 19 48.7
Construction 2 5.1
Wholesale and retail 
trade; repair of 
motor vehicles and 
motorcycles

4 10.3

Other 3 7.7
Previous work 
experience n Percentage

Up to 1 week 14 35.9
Up to 2 weeks 9 23.1
More than 2 weeks 14 35.9
None 2 5.1
Duration of practical 
time n Percentage

1 to 4 days 6 15.4
5 days 19 48.7
6 days and longer 14 35.9
Likelihood of seeking 
out similar business 
in the future

n Percentage
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Not likely 1 2,6
Mostly not likely 5 12,8
Likely 18 46,2
Very likely 15 38,5
Main activities 
during practical time n Percentage

Administrative and/or 
Shadowing 21 53.9

Customer services 5 12.8
Specifi c business 
function 13 33.3

Nearly equal numbers of male and female 
respondents took part in this study, and most of 
them were 20 years old. A vast majority (84.6%) 
of them spoke Afrikaans at home and did their 
practical work week in the manufacturing 
industry (48.7%). Most of these students, 35.9% 
respectively, have up to a week and more than two 
weeks’ previous work experience. Many of these 
participants had fi ve days (48.7%), which mainly 
involved administrative and/or shadowing tasks, 
practical work. Lastly, a large number of them 
(46.2%) reckon that the businesses where they 
did their practical work are likely to off er them a 
permanent position in the future.

TABLE 2: DEMOGRAPHIC PROFILE OF 
EMPLOYERS (N=45)

Industry n Percentage
Agriculture, forestry 
and fi shing 3 6.7

Mining and quarrying 6 13.3
Manufacturing 22 48.9
Construction 2 4.4
Wholesale and retail 
trade; repair of 
motor vehicles and 
motorcycles

5 11.1

Financial and 
insurance activities 3 6.7

Other 4 8.9
Business size n Percentage
Small (1-50 
employees) 26 57.8

Medium (51-200 
employees) 16 35.6

Large (200 + 
employees) 3 6.7

Th e majority of the managers who participated in 
this study were employed within small businesses 
in the manufacturing industry, followed by those 
employed in the mining and quarrying industry.

Descriptive results 
Th e following sections provide a discussion of the 
students’ experience during their practical time. 
Th is is then followed by the perceptions of their 
employers.

TABLE 3: STUDENTS’ EXPERIENCE DURING 
PRACTICAL TIME

Th e practical work week or 
work experience improved your 
employability

%

Strongly disagree 2.6
Disagree 12.8
Agree 43.6
Strongly agree 41.0
How challenging were the tasks 
performed during the practical 
week?

%

Not at all challenging 46.2
Slightly challenging 10.3
Moderate challenging 33.3
Very challenging 10.3
Most important skills learned 
during practical week %

Communication 35.9
Networking 5.1
Planning & organising 10.3
Problem solving 7.7
Self-management 12.8
Teamwork 20.5
Time management 7.7

According to the fi ndings presented in Table 
3, the majority of students are of the opinion 
that practical time increases their employability 
skills. Table 3 also shows that the majority 
of the students thought that their tasks were 
not challenging at all. Th is fi nding aligns 
with the fi nding that the students mainly did 
administrative and/or shadowing work (Table 
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1). Eff ective communication was identifi ed as 
the most important skill learned during their 
practical week.

In Figure 1, which represents responses to an 
open-ended question, it is shown that students 
believe that teamwork is the area that they have 
the most room for improvement. From Figure 2, 
which also represents responses to an open-ended 
question, it is apparent that the biggest challenge 
the students faced was fi nding a place to work in 
the fi rst place.

TABLE 4: STUDENTS’ PERCEPTIONS REGARDING 
THEIR EMPLOYABILITY SKILLS 

Students’ employability 
skills Mean Standard 

deviation
Communication 3.103 0.552
Teamwork 3.256 0.498
Commercial awareness 2.923 0.739
Analysing & investigating 3.026 0.743
Initiative/self-motivation 3.333 0.701
Planning & organising 3.256 0.677
Time management 3.000 0.858
Confl ict resolution 2.897 0.680
Self-awareness 3.077 0.664
Integrity 3.410 0.549
Stress tolerance 3.000 0.827
Overall employability 
skill 3.117 0.445

In Table 4, it can be seen that students generally 
have a good perception of their overall 
employability skill, which has a mean score of 
3.117. Th e skill they have the highest opinion of 
is integrity. Th e skill that students perceived to 
be lacking the most was confl ict resolution. Th is 
fi nding is in line with the students reporting that 
the aspect of their practical week that needs the 
most improvement was in teamwork.

Comparatively, Table 5 shows that students’ 
perceptions of their overall commercial 
awareness (mean = 2.984) is slightly lower than 
their perception of their overall employability 
skills. Th e two areas that need the most exposure 
are fi nical information (mean = 2.718), which 
included knowledge fi nical statements and fi nical 
performance measures, and the value chain 

(mean = 2.744), which is concerned with the 
interconnectedness of supportive activities (PwC, 
2017).

TABLE 5: STUDENTS’ PERCEPTION REGARDING 
THEIR COMMERCIAL AWARENESS 

Students’ commercial 
awareness Mean Standard 

deviation
Sectors 3.256 0.785
Industries 3.051 0.793
Stakeholders 3.000 0.889
PESTE environment 3.000 0.858
Markets 2.949 0.826
Competitors 3.026 0.959
Customers 2.974 0.811
Vision and mission 3.077 0.900
Value chain 2.744 0.880
Financial information 2.718 0.857
Networking 3.026 0.843
Overall commercial 
awareness 2.984 0.673

TABLE 6: EMPLOYERS’ PERCEPTIONS 
REGARDING STUDENTS’ EMPLOYABILITY SKILLS

Students’ employability 
skills Mean Standard 

deviation
Communication 3,289 0,727
Teamwork 3,311 0,733
Commercial awareness 3,022 0,690
Analysing & investigating 3,111 0,714
Initiative/self-motivation 3,444 0,693
Planning & organising 3,467 0,625
Time management 3,356 0,743
Confl ict resolution 2,933 0,654
Self-awareness 3,156 0,638
Integrity 3,511 0,661
Overall employability 
skill 3,260 0,492

Table 5 shows that students scored a mean of 3.260 
for their overall employability skill as perceived 
by their managers. Th is score, out of a possible 
4, is commendable according to the measuring 
instrument. Th ey have exhibited exceptional 
integrity, with a mean score of 3.511. Managers 
who employ students who show behaviours of 
integrity can rest assured that they will always 
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strive to do the right thing (Huberts, 2018:28). 
However, there is room for improvement. Th e 
students’ confl ict resolution left  the employers 
wanting, scoring only 2.993. Failure to eff ectively 
deal with confl ict can decrease workers’ morale 
and hinder productivity (Bercovitch, 1983:119).

Th e majority of the managers who took part in 
this study did not have any recommendations 
for the improvement of the WIL project that this 
paper stems from. From the employers who made 
comments related to improving the project, the 
majority (61.1%) suggested longer practical time.

Correlation test results 
Th e following sections explore relationships in 
students’ perceptions regarding their practical 
time, which is followed by a discussion of the 
associations in the perceptions of their employers. 
Pearson correlation analyses were used to 
determine the signifi cance of the relationships 
that have been identifi ed between variables.

With a coeffi  cient r-value of 0.337 and a p-value of 
0.045, the results show that there is a statistically 
signifi cant relationship between students’ 
perception of how challenging their tasks were 
during their practical time and whether they 
would want to work there in future. Th is could be 
a valuable retention and/or recruitment tool.

Scoring a coeffi  cient r-value of 0.450 and a 
p-value of 0.002, the results show that there is 
a statistically signifi cant relationship between 
students’ perception of their overall employability 
skills and the total number of days that they 
worked during their practical time. Th is could 
indicate that students’ employability skills are 
enhanced by prolonged exposure to practical 
work.

Having a coeffi  cient r-value of 0.325 and a 
p-value of 0.046, the results show that there is 
a statistically signifi cant relationship between 
students’ perception of their overall commercial 
awareness skills and the total number of days 
that they worked during their practical time. Th is 
fi nding further emboldens the standpoint that the 
key to improving students’ commercial awareness 
lies in giving them more exposure (PwC, 2017).

A negative coeffi  cient r-value of -0.382 and a 
p-value of 0.010 in the results allude to an inverse 
statistically signifi cant relationship between the 
students’ opinion of whether their practical time 
could lead to a full-time job off er in the future and 
the size of the business where the practical work 
was done. One could conclude that this means 
that the smaller the business where the student 
does his/her practical time, the more likely he/she 
might be off ered a full-time position there in the 
future.

With a coeffi  cient r-value of -0.382 and a p-value 
of 0.010, the results show that there is a negative 
statistically signifi cant relationship between the 
employers’ opinion of whether the students’ 
practical time could lead to a full-time job off er 
in the future and the size of the business where 
the practical work was done, meaning that as the 
size of the business increases, the likelihood that 
students would be off ered a permanent position 
in the future decreases.

LIMITATIONS AND FUTURE RESEARCH 
Even though this paper successfully achieved its 
research objectives, it is not without limitations. 
Th is paper formed part of a larger study and 
the value of the larger study cannot entirely be 
refl ected here. Th e number of respondents was 
too low to eff ectively perform more elaborate 
statistical tests. Th is issue could be mitigated 
by performing follow-up interviews to deepen 
insights into future research. Investigating the 
improvement of employability skills could also be 
a valuable research project for the future.

RECOMMENDATIONS 
Th e following recommendations are made 
according to the interpretation of the empirical 
and literature fi ndings.

From the employers’ perspective, students’ 
confl ict resolution skills have the most room for 
improvement. Managers must establish open 
communication with students to alleviate their 
vulnerability. Concerning students’ commercial 
awareness, they are recommended to purposefully 
expose themselves to fi nancial statements and the 
value chain.

Managers recommend that lecturers give more 



1354
WWW.IBC-CONFERENCE.COM

specifi c instructions of the tasks students are 
permitted to do and are capable of completing. 
Th e employers who participated in this study 
also advocated for the allocation of more WIL 
activities such as practical time.

It is advisable for managers who want to retain or 
attract students and/or new employees to expose 
them to challenging work. A recommendation 
for students who are particularly lacking in their 
commercial awareness and seek to enhance this 
skill, is to spend a little more time doing practical 
work than the bear minimum. However, this 
recommendation is dependent on the business’ 
willingness to have the student and the time 
that the student has available. Students are 
recommended to do their practical work at 
smaller businesses, as these business are more 
likely to make them full-time off ers in the future.

CONCLUSIONS 
Th e aim of this paper was to gain insight into the 
perceptions of Business Management students’ 
WIL activities during the practical time and the 
employers’ perceptions of these WIL activities. 
Th e most important employability skill they had 
learned was eff ective communication. However, 
the majority of them were not trusted with 
challenging tasks.

Th e most notable challenge these students faced 
during their WIL practical work time was fi nding 
an agreeable business. In their own opinion, the 
aspect of their practical time that was in need 
of the most improvement was teamwork. Th eir 
employers were of the opinion they would benefi t 
more from exhibiting improved skills in confl ict 
resolution. Managers also believe that the WIL 
project can be improved by allocating more 
practical time and explicitly specifying the scope 
of tasks that can be assigned to the students.

Th is paper’s signifi cance lies in its ability to assist 
lecturers and students in identifying how they can 
be of value to businesses. Students can also use this 
paper as a commencement point into estimating 
their employability skills. Th is information can 
also be used as input for the lecturer(s) to support 
their planning of WIL for subsequent student 
groups to enhance their WIL experience.

In conclusion, one of the most eff ective ways 
of enhancing students’ employability skills is 
through WIL activities that involve practical work. 
Th e future is dependent on a clear value exchange 
between the students, employers, businesses and 
lecturers. Firstly, managers must allow students 
to hone their skills at their businesses and 
provide them with worthwhile tasks during their 
time there. Furthermore, lecturers must provide 
employees with more specifi ed task lists upon 
request. Lastly, students should actively work on 
their confl ict resolution.
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ABSTRACT 
Th e world of work is changing constantly, 
requiring skills and competencies for leading and 
managing people successfully in this new arena. 
Organisations are looking at business schools for 
providing these “new skills” and “new approaches” 
to management and leadership. For a business 
school to maintain relevance and be the school of 
choice in 2019 a unique diff erentiator is required. 
Th is leads to a competitive advantage in this very 
dynamic and important fi eld of adult education 
and preparation of leaders for a changing work 
environment.

Th is paper focuses on research that has been done 
in Henley Business School Africa to understand 
what the diff erentiators of a preferred business 
school are within the context of the student 
experience.

Qualitative and quantitative research methods 
were conducted amongst current MBA students 
and alumni in determining what they had 
experienced whilst studying at the school, and 
reasons for choosing this school in the fi rst place.

Th e research is analysed within the context of 
a new world of work, including secondary data 
obtained through research conducted at Henley 
Business School UK on the future world of work 
towards 2028.

Keywords: Diff erentiation, competitive 
advantage, student experience, new world of 
work 

INTRODUCTION 
Th e world of work is changing substantially 

within the context of the Fourth Industrial 
Revolution. Demands on managers and leaders 
are on the increase as employees look at them for 
guidance and leadership in a workplace where the 
traditional processes and approaches are suddenly 
being challenged and turned upside down.

Th ese current and future leaders and managers are 
looking at improving their skills and competencies 
in this “new world,” and expectations are directed 
at institutions for adult and higher education, 
including business schools.

Th e purpose of this paper is to understand the 
expectations of students of a business school in 
2019 and beyond, and therefore to understand 
reasons that will infl uence their decision-making 
in choosing a business school for furthering 
their education and obtaining management 
and leadership skills and competencies that are 
relevant to the new world of work. Th is will lead 
to identifying the diff erentiators of the school that 
will give it a competitive advantage.

Th e research is conducted in Henley Business 
School (HBS) Africa, a private business school 
in South Africa, which is a branch of Henley 
Business School UK, the business school of 
University of Reading. HBS Africa off ers the 
international triple accredited MBA, also 
accredited in South Africa as an NQF9 Master’s 
qualifi cation. According to PMR-Africa, HBS 
Africa is the number one business school off ering 
MBA in South Africa. HBS Africa also off ers other 
accredited programmes at NQF levels 5, 6 and 8 
in Management Practice as well as customised 
management and leadership programmes to a vast 

WHAT DIFFERENTIATES A BUSINESS SCHOOL IN A NEW 
WORLD OF WORK CONTEXT IN 2019 AND BEYOND? 
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number of corporates and public organisations in 
South Africa.

PROBLEM INVESTIGATED 
Business schools need to remain relevant in a 
rapidly changing world of work. Th e impact of 
business schools will lead to diff erent stakeholders 
choosing them as preferred providers. Th e typical 
key stakeholders of business schools are students, 
faculty members or lecturers and members of 
the private sector, media, professional and trade 
organisations, the government and the public 
sector (Lejeune, Starkey, Kalika & Tempest, 2018). 
Th e impact of business schools can be divided 
into economic impact, knowledge impact and 
responsibility impact (Lejeune et al., 2018). Th is 
paper mainly focuses on knowledge impact which 
relates to “knowledge transferred from business 
schools to management practices” (Lejeune et al., 
2018). Th is transfer is brought about by teaching, 
research and other support activities. Th is occurs 
within the context of changing needs of leaders 
and managers who constitute the primary student 
base of a business school.

Business schools therefore need to understand the 
expectations of students in terms of knowledge 
impact. Th is will assist the school in identifying 
its key diff erentiators leading to a competitive 
advantage. As in all business schools, HBS Africa 
has to continuously understand the student 
experience and identify the diff erentiators at 
play that will lead to students choosing HBS as 
the preferred school. Th at leads to a competitive 
advantage in the industry.

RESEARCH OBJECTIVES 
Th e objectives of this study are the following:

• Understanding the student experience at a 
business school and what students value as 
having an impact 

• Investigating what students see as key 
diff erentiators of a business school when 
choosing a post-graduate management related 
qualifi cation

• Identifying, within the reality of a new world 
of work, the key diff erentiators of a business 
school in 2019 and beyond

LITERATURE REVIEW 
Th e problem under investigation in this paper and 
the objectives set, led to a focus on three key areas 
in the literature review, namely diff erentiation and 
competitive advantage, future world of work and 
the relevance and purpose of business schools.

Diff erentiation and competitive advantage 
A classical defi nition of diff erentiation is “a strategy 
that seeks to build competitive advantage with 
its products or services by having it be ‘diff erent’ 
from other available competitive products and 
services based on” features and performance. 
“Th e diff erence is that the service or product is 
hard to create and or diffi  cult to copy” (Pearce & 
Robinson, 2013).

Diff erentiation implies that something unique is 
off ered as product or service that will be diffi  cult 
to copy, and that will lead to customers choosing 
this off ering as their fi rst choice. In an industry, 
having a successful diff erentiator in place, leads 
to a competitive advantage, that in turn leads to 
profi tability and sustainability.

Th is can directly be applied in the education 
industry, and specifi cally in business schools, 
where the school with that understands its 
diff erentiation will obtain a competitive advantage 
as students choose it as fi rst choice. Increasing 
the number of students leads to profi tability and 
sustainability.

Future world of work 
Th e 4th Industrial Revolution is upon us and the 
world in which we live and work is changing 
substantially.

Vogel & Heidelberg-Nkenke (2019) conducted 
research identifying trends in work towards 2028. 
Th e shift s in society are the starting point, and 
impact organisations, work and leadership. In 
society the following four trends within the next 
10 years come to the fore:

• “Ubiquitous digitalisation:” Intelligent 
technology and people-tech interactions will 
be ubiquitous in people’s tasks, jobs and lives. 
We will see new roles and tasks that do not 
exist today. Humans will adapt to change, like 
they have done throughout history. 
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• “Informed disorientation:” Navigating the 
promises and ambiguities of future technology 
and digitisation. We will see a mounting 
pressure on society and organisations to deal 
with accountability in people-tech ecosystems. 

• “Need for belonging:” Feeling at home in a 
disruptive and episodic life and work scheme. 
Th ere will be limited touch points between 
employee/collaborator and organisation, 
permanently changing entities and 
omnipresent blurred boundaries. 

• “A cry for social purpose:” Businesses are 
at a junction in terms of long-term societal 
meaning. Businesses will have to make choices 
towards sustainable models for business and 
economy. 

According to the research of Vogel & Heidelberg-
Nkenke (2019), these shift s in society will lead to 
changes in the world of work, where the following 
three main trends towards 2028 came to the fore:

• “Work is all or nothing:” Th ere are a number 
of controversies on the road to new meanings 
of work, namely, the level of life-work 
integration; the variety of places of work; a 
work-income disconnect; work as place of 
belonging or of pure transaction; work as a 
positive personal stretch or life necessity and 
new gig-work, by choice or forced insecurity. 

• “Tech-driven radical transparency:” 
Organisations face a balancing act between 
demands for control, transparency, 
collaboration, trust and needs for data 
protection and security. 

• “Episodic loyalty:” Organisations, employees 
and collaborators connect to engage in or 
disengage from in cycles of defi ned duration 
or re-engage. 

Against this background of societal and 
organisational change and shift s, a diff erent 
kind of leadership is required that implies a 
change in leadership (and management) skills 
and competencies. Leaders in the new world of 
work need to balance the tech perspective with 
the people perspective. Digitalisation demolishes 
leadership privacy at work. More people will be 
involved in leadership activities, and therefore 
more will have access to decisions, information 
and sense-making. Th is calls for a diff erent 

management style: “Proximity between managers 
and employees is the new context for leading and 
engaging” (Vogel, 2019).

According to a study by McKinsey (Van Dam, 
2018) the future workforce is about lifelong 
learning; soft  skills and thinking and the right 
jobs; where humans can make a diff erence. 
Management skills for experts are also implied. 
In the workplace in 2019 and beyond it is about 
“what I can do better?” Diff erentiation, new 
markets, innovation and empowering employees 
will count. Th e implications for curricula at 
higher institutions are is to move away from 
specialisation. Th e actual curricula and delivery 
of programmes must change; experiential 
learning comes to the fore; teaching people how to 
think; looking for new trends within disciplines; 
working with more fl exible curricula and a need 
for the schooling system to change are necessary 
(Van Dam, 2018).

Th e mind sets of life-long learners need to change 
to a combination of broad competencies and 
deep expertise that are continuously obtained 
throughout your lifetime. You need to become a 
“serial master” (Van Dam, 2018).

Relevance and purpose of business schools 
Business schools globally today are struggling 
with the challenge of relevance. How do you 
become the business school of choice for the 
education of leaders and managers in a highly 
competitive and saturated market place?

Research conducted by O’Brien, Drnevich, 
Crook & Armstrong (2010), in a sample of 658 
business schools over eight 8 years, asked the 
question: “How does business school research 
add economic value for students?”

From this research (O’Brien et al., 2010) is it 
clear that there is a positive relationship between 
academic research and the business school’s 
reputation. Research is also closely related to 
the level and quality of content in teaching of a 
business school. Continuous research makes a 
school relevant as the latest trends and needs of 
the business world are taken into consideration 
when content or curriculum is designed. Th is 
is becoming more important in the rapidly 
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changing world of work as the business school 
needs to remain relevant in understanding what 
the skills and competencies of future managers 
and leaders require.

Leadership skills and competencies need to be 
articulated across diff erent levels of complexity 
(Verwey & Van der Merwe, 2005). Business 
schools therefore need to understand the 
complexities of the workplace to position the 
leadership training at the relevant levels. Another 
consideration in this context of complexity is 
to utilise a teaching approach based on systems 
thinking. Th e principles of systems theory 
imply that the organisation is looked at as a 
“whole” and therefore the complexity of parts 
impacting on each other in the bigger system is 
continuously taken into consideration. It also 
gives meaning to the understanding of “chaos” 
and “unpredictability” of the workplace (Verwey 
& Van der Merwe, 2005).

In the context of growing international 
competition, the concept of “impact” has become 
very important for business schools (Lejeune 
et al., 2019). Th e vision, mission and aim of 
the business school lead to impact becoming a 
reality in the school. Research and educational 
programmes need to be linked through purpose 
for impact. Impact in education is through 
experiential learning, using the case method and 
doing immersions (live cases) (Hart, 2018).

Research has been done in business schools 
globally to understand the role of social 
responsibility in the competitiveness of the 
schools. In large corporates the focus on social 
responsibility is becoming the norm with reporting 
on its contribution to society at large. Business 
schools are educating the leaders and managers 
of the corporates. Should that responsibility 
be incorporated in the teaching of a business 
school? According to Oglethorpe (2015), “a key 
to developing and ensuring a business school can 
move from compromise to competitive advantage 
can therefore lie in the successful integration of its 
research with the external community it serves.” 
Th is may also contribute to the diff erentiated 
off ering of a business school.

According to Mixon (2016), an MBA Director of 

a business school, the fi ve factors that diff erentiate 
a business school are the following:

• Skill acquisition: Providing the skills needed 
to succeed in the employment market place. 

• Corporate Business Partnerships: Inviting 
professionals from partner organisations to 
teach a course that would count towards the 
students’ degrees.

• Study abroad/cultural education: Students 
have to experience dealing with other cultures 
and business practices.

• Alumni relations: Alumni can provide the 
bridge between businesses and students.

• Focus on current students: A student’s 
educational experience is the best focus point.

RESEARCH METHODOLOGY 
A mixed-method approach was used for 
conducting the research to obtain evidence 
for this paper. A qualitative research study was 
completed through focus groups of current HBS 
students and a quantitative research study was 
completed through a questionnaire sent to MBA 
alumni.

Qualitative research 
Th e research is qualitative of nature because 
the questions posed to focus groups were open- 
ended in nature and the answers received were 
narrative and descriptive.

Th e population of the enquiry was students who 
were busy completing their MBA degrees Seventy 
two students in a class were divided into 10 
groups. Questions were displayed by the facilitator 
and the groups captured their discussions and 
outcomes on fl ip charts. Th e following questions 
were posed:

• What excites you about Henley? 
• What can we do diff erently at Henley?
• What stumbling blocks do you experience?
• How will you describe your customer 

experience? Why?
Content analysis was used for analysing the data. 
Th e data was analysed line by line and adding 
codes to every line of the responses. In this way 
an in-depth analysis of a phenomenon might 
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surface, that would not necessarily have emerged 
in the traditional way.

Quality of the data was tested against the criteria 
of transferability, modifi ability, authenticity, fi t 
and relevance. Ethical considerations included 
the agreement of confi dentiality through HBS 
ethical considerations.

Quantitative research 
A survey was sent to 1  400 students, a sample 
of the 5  000 HBS alumni population. Although 
the response rate was only 51 students (3%) the 
results were consistent and clear conclusions 
could be derived from the data. Students gave 
their consent when completing the questionnaire.

Th e key questions consisted of the following:

• Which criteria were important to you when 
you selected an MBA?

• Why did you choose Henley?
• Add any other criteria

Th e data was analysed and results were presented 
in percentages and averages. Th e criteria were 
prioritised, and the additional criteria obtained 
through Question 3 were added.

Secondary data 
Research conducted by the Centre for Leadership 
at HBS UK (Vogel & Heidelberg-Nkenke, 2019) 
and summarised in a presentation called “Work 
2028: Trends, dilemmas & choices” was utilised 
to understand the trends and dynamics of the 
future world of work as this was the context of the 
students of the business school.

Th e study was conducted in Denmark, Germany, 
Ghana, Hungary, United Kingdom and the 
United States of America, through interviews 
with 50 infl uential people from across industries 
and society to learn their projections for 2028.

RESULTS AND FINDINGS 
Results
Th e results from the qualitative research 
conducted through focus groups with current 
HBS students are as follows:

Th e following themes emerged from the 
conversation around the positive student 

experience:

• Th e brand: Th e global nature of the 
programme, the accreditation and fl exibility 
of the programme

• Th e learning experience: Group interaction, 
collaborative facilitation, practical application 
of learning, active learning environment and 
interactivity of lectures

• Th e climate: Knowledge sharing, personalised 
experience and high degree of support

• Personal development: Self-refl ective 
approach, personal mastery and personal 
development focus

Th e results of the quantitative research conducted 
through a questionnaire to determine the 
diff erentiators of the school, revealed the 
following:

Th e following were the most important criteria 
when selecting an MBA:

• Quality of the content and teaching 
• International approach 
• Personal growth 
• Reputation of the school 
• Enhancing career opportunities 

On the question of why HBS was chosen:

• International approach (82.4%)
• Brand of the business school (68.6%)
• Personal growth (54.9%)

Th is research has been analysed within the context 
of the new world of work, as described within the 
literature review section of this paper, and this 
context has been taken into consideration for 
future reference.

Th e research by Vogel & Heidelberger-Nkenke 
(2019) indicated that leadership training and 
development towards 2028 should focus on the 
following:

• Preparing people for transparent, public and 
visible leadership thinking and activities 

• Preparing leaders for immediacy and seeing 
direct leadership access as an opportunity 
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• Using rotating leadership as a place for 
identifying and experimenting with leadership 
talent, skill and expertise 

• Identifying a set of company-specifi c 
leadership and work principles for people-
tech ecosystems 

• Identifying the learning needs for true 
leadership and the leadership strengths of 
the organisation’s central hub (the central 
hub is the guardian of human-centricity and 
humanity) 

• Th e need for investment in deep personal 
qualities within the reality of collective 
leadership – without returning to leader-
centric development 

• Embedding long-term episodic and cross-
career, non-linear and disruptive leadership 
learning and unlearning into work 

Findings 
Business schools are in the business of adult 
education and off er mainly accredited academic 
programmes and customised or open executive 
education programmes to organisations in the 
private and public sectors. Th e main focus of 
these schools is on management and leadership 
education, and therefore on improving skills and 
competencies of the leaders of organisations.

Th e key priorities for both current students and 
alumni evolve around the student experience and 
the quality of the education as well as personal 
growth. Th e international approach is also a key 
diff erentiator. Student support also plays a role 
and links up with the personal student experience 
at this level of education.

Business schools today and beyond deal with 
leaders and managers who are in a complex, 
systemic, uncertain world of work that is changing 
rapidly. Th ey need to deal with this complexity 
on a daily basis and want to be assured that the 
education they receive is going to assist them 
surviving in this changing world of work, and 
sometimes even in thriving in it.

It seems like business schools need to focus on 
the basics by off ering a safe environment where 
individuals can grow personally, obtain skills 
and competencies in dealing with the complex 

and uncertain worlds and be sure that the 
training they receive is of the highest quality and 
international standard. Personal relationships 
and support are valued as these make them 
feel safe and comfortable within a learning 
environment. Th e brand and reputation of the 
school are is linked to its quality and standard, 
and therefore accreditations play an important 
role in diff erentiating one school from another.

Leaders today and beyond want to be equipped 
and comfortable for entering into an uncertain 
world with knowledge en self-assurance in dealing 
with whatever comes their way. Th ey wish to have 
a toolkit of skills, competencies and experience 
to apply in any type of situation that may arise, 
and want to feel that they have grown personally 
and understand themselves, others and the 
world.

MANAGERIAL IMPLICATIONS 
Business schools that strive towards positioning 
themselves in a very competitive environment 
beyond 2019, and focus on management and 
leadership development within a changing world 
of work, should diff erentiate themselves through 
the following:

• Focusing on continuous research on 
understanding the changing world of work, 
the needs of the business environment and the 
ability to apply research in teaching through 
dynamic and a well-considered curriculum 
and programme design to remain relevant, 
and to work with impact. 

• Designing the ability for leaders to create 
collaboration between the “hard skills” 
(technology) and the “soft  skills” (humanity). 
Th e focus of developing leaders should be 
on dealing with this hybrid and sometimes 
confl ict between the two types of skills. 
Off ering programmes in a systemic approach 
and providing practical skills on dealing with 
this complexity may diff erentiate one school 
from another. 

• Focusing on technology within a digitalised 
world, leaders have a need for personal 
development and focus on what a person can 
do within this world to maintain a balance 
between human and machine. Leaders 
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have a need for this personal focus within a 
collectivist world, giving business schools an 
opportunity to be the school of choice. 

• Prioritising the need for quality training and 
development with high standards owing due 
to the speed of change and mechanistic nature 
of the workplace, Business schools need to 
maintain academic quality and strive towards 
obtaining and maintaining accreditations as a 
means of quality standards and diff erentiation. 

• Having a global focus in business schools as 
the world is becoming integrated and skills 
and competencies of leaders and managers 
need to be applied anywhere in the world in 
any industry. An international standard is a 
key diff erentiator in the eyes of the learner in 
the global worlds in which we work today. 

CONCLUSION 
Th e world of work is changing rapidly, and so 
must the world of providing quality and preferred 
training and development of leaders and 
managers within this world. Business schools in 
2019 and beyond have an opportunity of playing 
a signifi cant role in developing the leaders and 
managers of the future, and providing them with 
capabilities to thrive successfully in this changing 
world.

Th e challenge that a business school is facing 
is to fi nd the key diff erentiators that will make 
it the school of choice, leading to a competitive 
advantage and profi tability.

Business schools need to make an impact through 
research, teaching, knowledge sharing, social 
responsibility and other focus points by being 
relevant and infl uencing all stakeholders through 
what they do and for what they stand.

Th is paper focused on a few possible diff erentiators 
that could position a business school in the 
changing world of work.
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ABSTRACT 
Th is paper explores the challenges that 
researchers new to being part of, or, managing a 
collaborative research team should consider when 
conducting business management research as 
part of a cooperative international research study 
composed of several research teams working in 
cohesion but isolated by geography. Th is provides 
a review of best practice to consider when 
undertaking a research project that is commenced 
simultaneously across borders by diff erent 
researchers. Th is paper conceptually suggests 
aspects of planning collective research design that 
may be critically important to consider in gaining 
ethical, reliable and valid fi ndings. As the world is 
interconnected, research that leads to producing 
comparative studies of fi ndings drawn from two or 
more countries simultaneously, becomes valuable 
yet the risk management of this is infrequently 
dealt with in a consolidated chapter or section in 
research methodology textbooks.

Key words: collaboration, business research, 
risk, Africa

INTRODUCTION 
A great deal of empirical literature exists on 
arguments as why to bother with risk management 
and how to apply a risk management strategy. An 
overview of the typical steps in research design is 
comprehensively described in academic business 
research methodology text books so generally 
well understood for a specifi c single research 
country context but, when the research takes 
place in several countries simultaneously, this 
brings unique risks not oft en considered in terms 
of a collaborative international research project.

PROBLEM INVESTIGATED 
Industry disciplines have academically recorded 
project risk types to be commonly recognised 

for specifi c business industries recommending 
possible contingency plans to manage them. 
However, little of this research currently 
addresses the risks in running an international 
academic business research project. It cannot 
be an assumption that all university researchers 
understand project management and its 
associated diagnosis of risk in the business 
context of research. International research co-
operation is highly mooted in academia as being 
of value to all parties in that new knowledge 
from the project is richer than that gathered in 
a single country ultimately building collaborative 
research partnerships for publishing (Perkmann 
and Walsh, 2007). Yet, academic business 
research methodology textbooks tend not to 
give a merged idea of what should be considered 
in participating with global research teams in a 
single consolidated manner during research and 
resultant knowledge creation.

Th is paper is a review of available academic 
literature on this body on collaborative research. 
Th e paper attempts to outline some valuable 
resources that highlight considerations for 
collaborative business research design also 
attempting to capture some of the African 
research contexts that should be contemplated.

PROBLEM STATEMENT 
Pouris and Ho (2014) draw attention to an 
increasing focus in Africa on collaboratively 
created research articles between Africa and 
others outside of the continent. Internationally, 
collaborative articles published in this manner 
grew from 52 to 58% on the African continent 
between 2007 and 2011. Yet, research academic 
business research methodology text books 
typically used to educate South African business 
management research methodology students on 
how to derive a valid and reliable research design 
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strategy, fail to draw attention to how best to work 
together as Africans with international teams 
to develop research strategy that importantly 
manages the risk elements but also holds attractive 
research outcomes for all stakeholders.

RESEARCH OBJECTIVE 
Project management is a discipline that lends 
a well-tested framework can be adopted for 
international research design. Th e infl uence 
of elements of project management as regards 
collusion with research partners external to 
one’s own country in co-creating an overall 
research design strategy, is limited. Th is paper 
broadly identifying elements to be considered in 
developing the research design for collaborative 
research.

LITERATURE REVIEW 
Many countries in Africa are considered as 
emerging markets and Roberts, Kayande and 
SrivastavaIt (2015) suggest developed countries 
may have a particular interest in collaborative 
research in Africa looking on the emerging 
markets as a possible major source of reverse 
innovation fl ows and, for testing new theories 
of business. George, Khayesi and Haas (2016) 
point out Africa is relatively unexplored in 
terms of management research and there is a 
need to address this because of its fast growing 
economies. Th is makes research contexts set in 
Africa very attractive to partner with by external 
researchers as so little is known about it unique 
business contexts and its innovations (Rosenkopf 
and Almeida, 2003). Pouris and Ho (2014) note 
that collaborative research is increasing each 
year between internationally situated teams 
(situated outside of Africa) and African research 
counterparts pointing out that this may be largely 
spurred on by availability of research funding 
coming from the external partner. Th us, the 
external partner may hold the key to the terms 
of a collaborative research agreement because of 
funding. Funding source plays a critical part in 
who gets what in the collaborative team (Godin 
and Gingras, 2000). Th at said, African researchers 
then need to be aware of the risks that can occur 
in a collaborative research partnership to be able 
to address these issues when the project scope 
documents are being composed and throughout 
the project timeline to ensure the outcomes serve 

their own continent (Burke, 2010).

International research studies funded by 
institutions sometimes do indeed ask for a project 
risk analysis before the joint research begins but 
even if not specifi cally asked for, one should 
always be undertaken. Renn and Graham (2006) 
highlight the risks that should be considered as 
project decisions are made between researchers 
of diff erent experience, roles, ages, and genders, 
each with diff ering perspectives of how to achieve 
desired outcomes. Th ese authors emphasise 
the importance of understanding the need for 
inclusion of a broader societal-specifi c context 
to assessing risk together with understanding 
that the stakeholders will assess risk diff erently 
because of their personal worldview. Additionally, 
these same stakeholders will also be balancing 
their personal views of risk with that dictated 
by their institutional policies (or lack thereof) as 
part of the scientifi c community. Th ey will also be 
infl uenced in their decisions by broader regulatory 
considerations such as socio-political impacts 
from governmental elements and business. 
Allen (2008) draws attention to the infl uence a 
prescriptive ethics framework can have inhibiting 
a proposed research because the research design 
is one not encountered before in the regulatory 
framework. Th is type of national viewpoint is a 
risk in itself for the collaborative team to consider. 
Th ese elements make it hard to identify cause and 
eff ect relationships in designing research. Th is 
paper attempts to highlight some of the unique 
risks identifi ed in academic literature faced by 
international collaborating research teams in 
business research contexts particularly African 
fi eld research contexts

RESEARCH METHODOLOGY 
Five academic textbooks (Bryman and Bell, 2016; 
Fox and Bayat, 2013; Creswell, 2014; Saunders, 
Lewis and Th ornhill, 2016; Babbie et al, 2015) 
used to teach or reference research methodology 
at a South African public university for business 
management at post graduate level, were 
reviewed. Th e researcher looked in their indexes 
for key words and phrases such as: research 
collaboration, international research, research 
team(s), and, research risk (not including risk in 
terms of statistical signifi cance). Th e purpose of 
this search was to identify eloquent and usefully 
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detailed sections or chapters in these books 
that would help direct and manage business 
management collaborative research projects 
across borders, while minimizing research 
project risk. To explore collaborative research 
risk mitigation in academic business research 
strategy collaboration undertaken to-date, the 
researcher undertook a systematic review using 
Google Scholar™. Th e search was made on the 
key words: collaborative, research, risk, business 
– but these keywords produced predominantly 
articles not related to designing a collaborative 
modus operando for a cooperating research team 
to adopt. Finally, only 20 articles of nearly 200 
returned and reviewed by the Google search™ 
were considered valuable in understanding 
the risks for collaborative research. Th ese were 
summarised to provide information to consider 
relevant to multi-national partner project 
management and, individual, multi-national, 
team member participation in research for social 
sciences.

FINDINGS 
It is important to establish a defi nition for risk 
on which this discussion is based. Th e term risk 
management is defi ned by Burke (2010, 374) as, “a 
risk is any event which might prevent the project 
achieving its objectives. Th e following fi ndings 
in existing literature highlighted in the papers 
reviewed are considered relevant to contemplate 
in designing collaborative research strategy:

• Risk management is, therefore, the process 
of identifying risk, quantifying risk, and 
controlling the risk management”. Th e role of 
managing risk is well established in project 
management. Project Management Institute 
Project Management Body of Knowledge™ 
(PMI PMBOK, 2018), PRINCE2™, (2018), 
International Project Management 
Association™ (IPMA, 2018), International 
Electrotechnical Commission™ (IEC 62198) 
(IEC, 2018) and, International Organization 
for Standardization™ (IS0) 31000:2009, each 
provide excellent recommendations for best 
practice for globally accepted standards for 
risk management (Purdy, 2010; Rehacek, 
2017). Th e value of project management 
techniques is that any type of project including 
designing a research strategy, can follow one 

or more of these practical guidelines of their 
choice adapting them to their own purposes 
but retaining the key elements common to all 
in risk analysis. Several standardising systems 
exist to help with applying an internationally 
understood single ‘risk’ language when 
devising the risk mitigation strategy. Th e ISO 
guide 73:2009 provides defi nitions that all 
collaborating parties can apply (ISO, 2018); 

• Risk management is strategic planning and all 
standardising systems suggest steps to follow: 
fi rstly to diagnose and manage risks. Planned 
risk management can guide how the research 
teams will collude to conduct risk management 
activities for the project contextualizing the 
project for every team members by considering 
their own legislations and infl uences from 
their geographic region, thereby identifying 
overlapping areas and areas where there is 
more importantly, no overlap and how to 
manage this latter condition; Identify risks 
that may aff ect the project has several phases: 
perform qualitative risk analysis as a team 
using brainstorming sessions to source a list 
of possible risks, then prioritise each risk 
identifi ed with a ranking by combining the 
severity of the risk if it happens multiplied by 
the numeric probability of that risk occurring 
(as decided by team members); then provide 
a fi nal quantitative risk analysis value (risk 
score) for every risk in view of where in the 
project timeline they may occur and why; 
plan risk responses to each risk based on this 
analysis that either eliminate or reduce the 
risk; 

• Control of the risks throughout the entire 
project duration is necessary by constantly 
evaluating whether an anticipated risk is 
becoming likely to occur and importantly as 
the project progresses, identifying new risks 
(ISO, 2018). Luppino, Reza Hosseini and 
Rameezdeenhe (2014) suggest that while this 
process is internationally widely accepted it is 
inadequate as it adopts only two-dimensions 
in analysing the likelihood that a risk will 
occur, then the severity of the eff ect on the 
project if it occurs (the two multiplied give the 
risk score per risk as described). Th ese authors 
indicate in unique research contexts as is oft en 
the case with a research collaboration, key 
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designing stakeholders should be encouraged 
to assess a third factor in addition to the risk 
analysis scoring–the ability to foresee a risk; 

• In academic research the experience of each 
researcher in the collaborating team would 
vary so an exercise in identifying who has 
most past experience with each risk in a 
research project and weighting the ‘severity x 
probability’ scores with this third factor, can 
help in fi nal decision-making on courses of 
action to be adopted. Th is exercise, they note 
will highlight the ability of a key stakeholder 
to assess risk which in turn may aff ect risk 
scores; 

• Baccarini and Melville (2011, 225-226) 
present a very useful consolidation for the 
management of academic social sciences 
research projects drawn from the risk 
identifi cations of ten authors highlighting 
several broad risk categories for consideration 
when establishing a project as follows: the 
commercial and fi nancial implications as 
regards intellectual property loss, funder 
disputes, ineffi  cient funding dispersal 
mechanisms; confl ict regarding use of research 
results; research outcomes achievability and 
integrity where there is little chance of meeting 
the stated objectives; misconduct in carrying 
out the research; falsifi cation of primary data; 
plagiarised material; unjustifi ed claims not 
supported by empirical evidence; research 
methods and process designed as regards 
application of health and safety standards, 
research undertaken without all parties 
approval of the design, research methods 
adopted to collect data without approval from 
all parties, method of data collection not 
clearly described, collected data not stored 
securely, and, lost data; 

• Th e research team composition plays an 
important part in defi ning the project risk 
in that: there could be a lack of quality in 
individual researchers’ ability; or, there may 
be a risk that suffi  cient researchers cannot 
be recruited to successfully implement 
the project; and, the recruited researchers 
may be inadequately trained on project 
standardisation techniques for methodology 
application; the project management could 

fi nally set unrealistic expectations of what 
each researcher is expected to do; 

• Th ere are also risks associated with the 
value created by the research for external 
stakeholders: target stakeholders are not 
clearly informed of what is happening; 
funder’s needs are not satisfi ed by the project 
outcomes; the media produces adverse 
commentary on the project; the funder loses 
intangible brand value due to the project 
being poorly carried out; and, the funder 
loses confi dence in the project team because 
of poor fi nancial management; 

• Th en there is the consideration of research 
ethics-where: physical or psychological harm 
occurs for the participants; there are breaches 
of respect of cultural traditions; confl icts 
of interest go undeclared; misconduct goes 
unreported; researchers fail to gain consent 
from stakeholders for their research; and, 
a particular sample is disadvantaged by 
the research in some manner. Finally it is 
important to consider the damage to project 
infrastructure-from an emergency situation 
e.g. fi re/fl ood, and, having in place suitable 
tangible facilities to support the research 
process; 

• Binder(2016) draws attention to the following 
risks in a global project: managing time 
zones which can cause delays of information 
transfer of one to two days which in turn 
lends to diff erent parties of a project 
losing their synchronicity in collaborating; 
diff erent languages leading to confusion as 
to how words are used and what they mean 
particularly during online meetings; country 
cultures which are widely recommended to 
improve diversity of ideas but can also lead 
to confl ict of who’s way of doing things is 
best; the number of diff erent organisations 
or principal stakeholders involved can bring 
complexity as the number increases; fi nally, 
the challenge of gaining all participants views 
at every project step defi ned. 

• Schachtebeck, Groenewald and 
Nieuwenhuizen (2018) note that the purpose 
of pilot studies has not been considered 
enough in much of South African business 
research design. Oft en this design step can act 
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as a feasibility test as to the appropriateness 
to conduct the design in a larger scope. In 
African business studies these authors have 
found in many business research articles, the 
purpose of the pilot is not clearly described 
and the infl uence of the fi ndings of the pilot on 
the fi nal design, not reported on. Th e authors 
indicate that this can create considerable risk 
as readers may not accept the fi nal results 
presented as valid and reliable if the pilot 
results are not suffi  ciently described to warrant 
reader confi dence in the survey design; 

• Technology risks arise in that the soft ware or 
hardware technologies that are used needing 
to be the same to ensure when results are 
consolidated the fi ndings if from diff erent 
sources, are valid. An infamous example 
of a collaborative research project dealing 
diff erently in diff erent geographic contexts 
with the same problem was for instance the 
incorrect sizing of the Hubble telescope 
mirror (Hefcht, 1990); 

• Owusu, Kalipeni, Awortwi, and Kiiru (2016) 
indicate that African researchers may also 
want to draw attention to their own cultural 
infl uences in terms of using the ‘human 
touch’ which pays particular attention during 
African business management research 
contexts to the eff ect of Ubuntu (humaness). 
Ignoring the infl uence of Ubuntu can be a risk 
and may not be an element that the overseas 
collaborative partner is aware of, but does 
indeed need consideration in designing the 
research interrogative instruments (Molose, 
Goldman and Th omas, 2018); 

• Mkaabela (2005) focuses attention to the 
Afrocentric research methods in that the 
African researcher needs to draw on African 
social and cultural immersion to research 
African phenomena. Sooryamoorthy (2013) 
notes that non-Africans oft en provide the 
tangibles of the project such as fi nance and 
equipment but it is the African partners who 
provide access to local communities. Th is 
means an African researcher would bring 
to the international research collaboration, 
insights to African history, language, culture 
and philosophy that may well aff ect how 
the people interrogated by the African part 

of the study may diff er in responses from 
those external to the continent and how such 
insights would be valuable in interpreting fi eld 
data. Owusu-Ansah and Mji (2013) emphasise 
the concept of distinctive African indigenous 
knowledge systems that need consideration 
in research design and implementation of 
African undertaken research. Th e acquisition 
of knowledge in Africa is oft en collective and 
community oriented. It is predominantly 
not written but orally passed from person to 
person through activities such as song, poetry, 
dance and other oral methods. As such even 
respondents who have no experience with 
writing or using written words may have very 
valuable information to add in researching 
phenomena. “Understanding the personal 
components in collaboration is not always 
easy” (Sooryamoorthy, 2013, 1). 

Th ese issues as noted can become very important 
in designing for a collaborative research strategy.

MANAGERIAL IMPLICATIONS 
Once the research is complete the African 
researchers owe it to the continent to make sure 
this research is available for reference within 
Africa. Van Wyk and Du Toit (2016) note that this 
is best managed by ensuring the research is made 
available in African open access repositories but 
this does not always occur – a risk to be managed 
to ensure future African knowledge development. 
Publishing in Africa for Africans is not always 
attractive to the research teams who are wanting 
to place the project descriptions in high impact, 
pay-to-access journals. Ajakaiye (2007) also 
highlights how foreign funded research oft en can 
be used by governments and business to infl uence 
African governmental policy-making as the 
funder has the fi nancial leverage to infl uence these 
policies. Th is is not always a favourable option for 
ensuring African policy benefi ts Africans fi rst.

Lages, Pfajfar and Shoham (2015) note that 
fi eld data may be diffi  cult to collect in Africa 
as the culture of African countries oft en has 
gatekeepers this needs to be assessed as to how 
to make an approach by the research team to seek 
permission for research access (for instance tribal/ 
community leaders, government departments) 
to respondents and this access permission can 
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take a long time. Bahn (2012) stresses the need 
to consider the emotional and personal safety of 
the fi eld researchers in risk planning. Th is author 
indicates that university ethical regulations 
tend to focus more on participant health and 
safety than that of the researcher. Governmental 
regulatory guidelines on health and safety should 
be observed but are generally not assessed in an 
ethics research application to a university. Bahn 
(2012) emphasises the need for consideration of: 
pre-primary data collection security briefi ngs to 
enable researchers to safely manage participants 
and geographic contexts, establishing call-back 
systems to other team members to ensure fi eld 
workers do not go missing, working in pairs to 
help each other in the fi eld, and, compulsory 
de-briefi ngs that are recorded, transcribed and 
reported on as part of the project outcomes.

Piekkari and Reis (2004) draw attention to the 
development of a research instrument where 
the fi ndings are translated to a second language, 
construed by an interpreter as to respondents 
answers, and then translated back into another 
language for publication. Th ey indicate that 
very few research project strategies defi ne and 
manage the risks involved in this concern for 
data transcription accuracy. Translation and 
interpretation would generally be the case in 
many countries in Africa and again cultural 
nuances could play in to the interpretation.

Finally, the problem of communication in 
business specifi c research cannot be overlooked. 
von Rosing, Fullington and Walker (2016) point 
out that the wide variety of business types makes 
communicating eff ectively between stakeholders, 
diffi  cult. To help obviate this problem they 
advocate setting down a structured business 
ontology so that all research participants 
understand the meaning of every phrase or 
word used in the research project scope within a 
particular business context.

CONCLUSION 
Each of the risks highlighted have only been 
described briefl y to draw attention to the gap in 
current business research text books. Additionally, 
the systematic review of articles undertaken to 
establish what exists on collaborative research 
management found an extremely limited 

number of articles. Th is suggests a need for 
further research to explore the extent to which 
the risks highlighted, reduce the reliability and 
validity of research strategies adopted, and the 
consequences thereof, if ignored. Training for 
collaborative research of African researchers 
needs to acknowledge that these are the very 
people likely to be key in the making of African 
university research policies, and national business 
policies in Africa, so it is important as tertiary 
educators to recommend business research 
methodology text books that draw attention to 
not only how to design a sound research strategy 
for a collaborative research relationship, but also 
to bring the essence of Africa to that research.
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ABSTRACT 
Th e presence of corruption in South Africa is a 
constant menace to the country as a whole. Th e 
continuous news of scandals has dominated 
the news over the last few years and with it the 
concomitant elements of government corruption. 
As business schools are seen as responsible for 
deploying their graduates into the business 
arena, there have been criticisms regarding the 
ethical leadership qualities of these business 
leaders and as such these criticisms have landed 
squarely at the door of business schools. Th e 
MBA qualifi cation is one of the most sought 
aft er qualifi cations for people who want to 
advance in business and thus this study focuses 
on the curricula of these qualifi cations. Th e 
researchers undertook a qualitative study that 
used document analysis to determine which of 
the South African Business Schools Association 
(SABSA) member business schools included 
subjects such as ethics, leadership and corporate 
governance in the curricula. From the analysis of 
the nineteen schools it is apparent that all have 
at least one subject relating to improving the 
ethical leadership elements of MBA graduates. 
An alternative was proposed that perhaps using 
the lens of Critical Management Studies may be a 
way of reviewing and revisiting the way business 
schools address their curricula and addressing 
the criticisms levelled at them regarding the 
overarching focus on money and profi t driven 
MBA programmes.

Keywords: MBA, Ethics, Leadership and Criti-
cal Management Studies

INTRODUCTION 
Corruption has become a recurrent word 
in recent day South Africa. Th e Corruption 
Perception Index released by Transparency 
International scores South Africa at 43/100 thus 
remaining in the group of countries that fall 
under the 50 mark (Transparency International: 
2018). Th ese fi gures refl ect the dire state of 
ethical leadership within many organisations in 
South Africa. In 2018 alone, Corruption Watch 
(2018) received 4196 reports of corruption with 
Gauteng generating the highest number at 45 
percent. Th ese numbers have grown steadily 
since the inception of Corruption Watch with 
2016 recording 4391 reports and 2017 recording 
5334 reports of corruption. Types of corruption 
reported in 2018 included: the abuse of power, 
bribery, employment corruption, procurement 
corruption and other fraudulent activities 
(Corruption Watch: 2018). Th is has resulted in a 
decline in economic development (Bardhan:1997; 
Cockcroft : 2014), poor infrastructure and health 
service (Lewis: 2007; Cockcroft : 2014), ineffi  cient 
administration, non-transparent regulations, low 
Gross Domestic Product (GDP) per capita, lack 
of a free market and competition, unemployment 
and poverty (Stemplewska: 2018).

Th e United States (US) based Freedom House 
publication on South Africa’s fi rst 20 years of 
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democracy found that South Africans relate 
recent high profi le corruption scandals to a lack 
of respect for and confi dence in the highest 
levels of government leadership. Corruption is 
subsequently seen as the manifestation of failed 
leadership practices in organisations (Freedom 
House: 2013). Engelbrecht, Heine and Mahembe 
(2017) suggest the exercising of ethical leadership 
to drive management practices and trust in the 
leaders, which is developed through the presence 
of ethically based business systems and functions.

Th ere has been extensive research on the need 
for ethical leadership to curb corruption in 
organisations (Demirtas: 2015, Friedman & 
Friedman: 2015, Cheteni & Shindika: 2017). 
Mayer, Kuenzi, Greenbaum, Bardes & Salvador 
(2009) believe that ethical leadership fl ows from 
top management because they are the ones who 
convey the ethical values of the organisation and 
infl uence employees to act accordingly. Scholars 
have developed theories and provided empirical 
evidence to explain the reasons why both unethical 
and ethical behaviour occur in organisations, 
suggesting that leaders play a prominent role in 
infl uencing employees’ tendencies to behave in 
either a counterproductive or helpful manner 
(Brown & Treviño: 2006a; Davis & Rothstein: 
2006; Dickson, Smith, Grojean, & Ehrhart: 
2001). Hosking (2018) believes that ethical 
leadership cannot be taught at business schools 
but rather than values and norms are taught 
through parenting. By the time students get to 
business schools their ethical values have been 
developed. Th e question then beckons, what can 
business schools do to address the high levels of 
corruption in organisations, and specifi c to this 
study, business schools in South Africa?

Amann and Goh (2018:167) refer to “the 
tremendously important responsibility and trust 
that we as educators of the next generation of 
leaders bear”, and state that business schools 
cannot credibly demand its graduates, as well as 
its corporate partners and societies, to step up 
while not walking the talk themselves.

Business school convention has not only faced 
extensive criticism from both the practitioner 
and scholarly fraternities on issues from failing 
to impart the right skills, prepare leaders or instil 

norms of ethical behaviour (Rubin & Dierdorff : 
2009, Bennis & O’Toole: 2005), but also from 
critical management studies (CMS), which 
draw on critical theory and post-structuralism 
to provide a radical critique of managerialism, 
corporations and markets (Clarke: 2008).

Against that background, this study set out to 
evaluate the available curricula information 
from all Business Schools who are members of 
the South African Business School Association 
(SABSA) to assess subjects covered by the MBA 
programme in light of CMS ideologies. Th is 
information holds promise of a new approach that 
business schools in South Africa could consider 
in an attempt to contribute towards solving the 
issue of corruption that is plaguing society.

PROBLEM STATEMENT AND OBJECTIVES 
As part of the global business landscape, South 
African business schools cannot separate 
themselves from the issue of corruption that 
prevails in the country. Business schools therefore 
need to consider whether their curricula indeed 
embrace the elements of ethical leadership and 
corporate social responsibility.

Th ere are nineteen accredited business schools in 
South Africa who are members of SABSA (SABSA: 
2018). A voluntary association, SABSA facilitates 
the means of leveraging information, skills and 
expertise between business schools, and assists in 
developing the business education sector in line 
with international standards. “It aims to provide 
a platform for the generation and exchange of 
innovative ideas, as well as the exposure of best 
local and international practices and experience. 
Th is sharing of knowledge is aimed at improving 
the overall quality of business education on an 
ongoing basis” (SABSA: 2018).

Apart from being party to the United Global 
Index (UGI), South Africa faces numerous 
local challenges, as recently reported in the 
World Economic Forum’s (WEF) Global 
Competitiveness Report (WEF: 2017). Some of 
the most problematic factors for doing business 
in South Africa include corruption, crime and 
theft , government instability, poor work ethic 
and the inadequately educated workforce (WEF: 
2017). Hence, the primary objective of this study 
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is to provide a snapshot of the South African 
business schools’ curricula in relation to ethics, 
leadership and social responsibility in order to 
propose an agenda on how corruption can be 
addressed through the lens of CMS. To address 
the primary objective of this study, some of the 
secondary objectives include the following:

• Evaluate the stated purpose of the MBA 
and curricula of the nineteen South African 
business schools who are SABSA members.

• Analyse the curricula in relation to business 
ethics, leadership, social responsibility and 
corporate governance.

LITERATURE REVIEW 
Th e South African Business Schools Association 
(SABSA: 2017) undertook a multi-stakeholder 
scenario-building process to explore the future of 
business schools in South Africa. Th ree alternative 
scenarios emerged, from current trends in 
(1) ideological shift s in society, (2) a stagnant 
economic environment, (3) rising societal 
expectations and social license pressures, (4) rapid 
technological advances resulting in changing 
client demands, (5) a cumbersome regulatory and 
institutional environment, (6) extreme climate, 
and (7) reputational and legitimacy risks facing 
schools. Of particular interest to this study are 
the questions raised about general legitimacy of 
business schools in South Africa, both in terms of 
their relevance to business as a constituency and 
also the broader social license (SABSA: 2017).

Th is question about the general legitimacy of 
business schools in relation to relevance and social 
licence is an inevitable reminder of the broader 
global criticism towards business schools. Over 
the past two decades business schools have borne 
the brunt of criticism by scholars and practitioners 
alike, with table 1 below highlighting some of the 
critique.

In addition, the voice of CMS resounds loudly 
with its core of “deep scepticism regarding the 
moral defensibility and the social and ecological 
sustainability of prevailing conceptions and forms 
of management and organisation” (Adler, Forbes 
& Willmott: 2007:119).

TABLE 1: BUSINESS SCHOOL CRITICISMS

Criticisms Author(s)

Conveying bad theories Goshal 
(2005)

Exaggerating blind 
commercialisation Bok (2003)

Breeding arrogance in 
graduates, lacking relevance, 
misinterpreting management 
as a science, and falsely over-
relying on case studies and 
evidence-based management 
while ignoring judgement

Mintzberg 
(2004)

Misinterpreting the 
overemphasis of publishing 
as the only academic social 
responsibility

Smeyers, 
de Ruyter, 

Waghid 
and Strand 

(2014)
Having forgotten their higher 
aims, and merely being hired 
hands

Khurana 
(2007)

Pursuing wrong, or too 
narrow goals, while ignoring 
that we should emphasise 
human dignity, not profi ts or 
shareholder value at the centre 
of all business activities

Amann, 
Pirson, 

Spitzech, 
Dierksmeir 

and von 
Kimakowitz 

(2011)

Questionable capabilities they 
claim they impart

Rubin and 
Dierdorff  

(2009)
On the wrong track, failing to 
impart suitable skills, prepare 
leaders or instil norms of ethical 
behaviour

Bennis and 
O’Toole 
(2005)

Inattention to ethics and values-
based leadership

Podolny 
(2009)

More should be done in terms of 
ethics and socially responsible 
leadership and behaviour

Patry (2010)

Th e term Critical Management Studies has existed 
for the past 27 years. Th e term was fi rst mentioned 
as the title of the widely cited edited collection of 
Alvesson and Willmott (1992). CMS has thus been 
part of academic debate since its inception in 1992 
and has continued to show signs of considerable 
vigour and vitality (2005:3). Th ese academics, 
who are self-dubbed the ‘critters’, have discussed 
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critical management ideologies in conferences, 
publications and academic networks (Fournier & 
Grey: 2000). Th e primary aim of CMS is to critique 
various aspects of management and organisation 
practices in order to propagate a less oppressive, 
dissonant and manipulative form of business 
within a more focused moral society (Alder et 
al.: 2007). Th e ‘critical’ in CMS is theoretically 
centred in Marxism and Frankfurt conceptions of 
criticality to name a few, continuing on to a more 
post-structuralist approach. Criticality is directed 
towards mainstream management study and 
management in organisations. Essentially, CMS 
challenges dominant orthodoxy in management 
institutions and organisations (Grey & Willmott: 
2005).

Fournier and Grey (2000) suggested three tenets 
to describe CMS – refl exivity, denaturalisation 
and anti-performativity. Refl exivity refers to the 
way in which the researcher’s personal conditions 
and traditions infl uence accounts about 
organisations and management. CMS interrogates 
the methodological and epistemological stance 
of mainstream research where neutrality and 
universalism is assumed. Refl exivity strives to 
encourage students, researchers, managers and 
policy makers to interrogate how knowledge 
is produced and to question common-sense 
thinking about the scientifi c approach, and 
choice of journal that defends their authority 
(Grey & Willmott: 2005). Denaturalisation 
refers to challenging the ‘natural order’ that has 
dominated society. For example, capital is more 
important that labour, hierarchy is natural, 
whites dominate blacks, men dominate women, 
greed and competitiveness is natural and so 
on. CMS interrogates these kinds of claims by 
denaturalising them (Grey & Willmott: 2005). 
Anti-performativity rejects the notion that social 
relations be defi ned in terms of maximizing 
output from a given input. Th is is crucial because 
mainstream management ideologies focus on the 
importance of performativity in organisations 
against civic good. Performativity ignores issues 
that have a fundamental ethical and political 
character (Grey & Willmott: 2005).

CMS has been marginalised in many business 
schools because it exposes how content, lectures 
and publications support the institution and 

the values of corporate capitalism (Grey & 
Willmott: 2005) which is predominantly ‘right-
wing’ while CMS is broadly ‘left -wing’. Business 
schools are key institutions in the social mobility 
project that transforms ordinary businesspeople 
to high-income earners of capitalism (Grey & 
Willmott: 2005). Engwall (1977) noted that many 
philanthropists who sponsored business schools 
intended to ‘raise the status of business school’ 
with no concern of what was taught in these 
institutions. In the 1990s, business schools were 
lambasted and referred to as ‘ivory towers’ for 
their unwillingness to engage with the corporate 
world and demonstrate their utility. Coupled with 
the lack of funding through taxation, business 
schools started fi nding new ways to off er profi t-
generation courses while relegating traditional 
features of the university (Grey & Willmott: 
2005). Th e positioning of CMS in business 
schools will appeal to students and faculty 
who are frustrated with issues such as ethics, 
diversity, environmentalism and neo-liberalism 
that relate directly to day-to-day management 
(Grey & Willmott: 2005) and how they have been 
handled thus far in teaching and research within 
business school. CMS extols an approach that is 
epistemologically and politically diff erentiated 
from mainstream management (Alvesson & 
Willmott: 2012). As proposed by Goldman 
(2016) CMS can be used to close the gap between 
industry and academia or ‘relevance and research’.

CMS has been criticised for its lack of 
accountability (Hancock 2008), lack of action by 
not taking practical steps to address those issues 
they are criticising (Founier et al, 2012) and are 
seen as ‘moral narcissists’ by not casting a critical 
eye on themselves (Ford et al, 2012). Despite 
these criticisms, Eden (2003) proposed that CMS 
be used in educational and ethical considerations 
to analyse and change the structural causes of 
business tragedies in society.

Using a CMS lens, a qualitative study was 
undertaken to ascertain an overview of the 
above mentioned subjects with in the MBA 
qualifi cations.

METHODOLOGICAL UNDERPINNINGS 
Bearing in mind the complex environment 
within which business schools exist and that 
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they are an integral part of both the educational 
landscape and society at large, the researchers 
embarked upon this study with the intention of 
examining the current status of leadership, ethics 
and social responsibility subjects off ered on MBA 
qualifi cations. Th is undertaking is merely a start 
to ascertain the degree to which business schools 
are producing graduates who are ethical leaders 
and civic minded citizens. It must be noted 
that this analysis did not take into account the 
syllabi, the methods of teaching or assessments 
conducted within the MBA qualifi cations of 
the various business schools which may have a 
bearing on the outcomes of the qualifi cation as 
a whole.

Document analysis was conducted on the available 
curricula information from all Business Schools 
registered with the SABSA to assess modules 
covered on the MBA programme considering 
CMS ideologies. Th is information should provide 
a new approach that business schools in South 
Africa could consider in an attempt to contribute 
towards solving the issue of corruption that is 
ravaging the society.

As stated above, there are debates as to whether 
business schools are indeed able to have any 
infl uence on the ethical leadership aspects of 
students (or graduates) because students come to 
the business school with their personal morals, 
ethics and values which have already been shaped 
and moulded through parents, family, culture, set 
beliefs and formative schooling, intact.

As the focal aspect of the research was social in 
nature, the researchers chose to use a qualitative 
approach aligned to Critical Th eory. According 
to Davis (2008:140) ‘Critical theory looks at, 
exposes and questions hegemony – traditional 
power assumptions held about relationships, 
groups, communities, societies and organisations 
to promote social change”. In addition, as the 
question is how to attempt to redress the ravages 
of corruption in society, critical theory is a 
valid approach because of the underlying need 
to promote social justice, empowerment and 
emancipation (Davis: 2008). Aligned to Critical 
Th eory is Critical Action research, which is oft en 
used in the education fi eld to examine curricula 
or learning and teaching approaches (Davis: 

2008).

In order to gain a glimpse into the business 
schools’ qualifi cation focus and curricula, 
document analysis was conducted using virtual 
research. Virtual research, which uses the internet 
as a tool for gathering data (Hine: 2008), allows 
the researcher immediate access to the data. 
Document analysis is “a systematic procedure 
for reviewing or evaluating documents, both 
printed and electronic” (Bowen: 2009: 27). 
Using document analysis is an unobtrusive, non-
reactive and cost-eff ective way to gather empirical 
data (Bowen: 2009). Although document analysis 
is oft en used in conjunction with other methods 
to improve credibility in studies, it is acceptable 
to be used on its own (Bowen: 2009). When 
conducting document analysis, there are three 
actions that take place namely: skimming, 
or quickly reading through the documents, a 
thorough examination and then interpretation of 
the documents (Bowen: 2009).

Data Analysis 
Th e MBA curriculum overview and structure 
were obtained, from the internet, for each of the 
SABSA member schools, as indicated in Appendix 
A. Th ese documents were scanned and then read 
in depth, to ascertain how many subjects each 
school has in their MBA (and MBL) curriculum 
that relate directly to leadership, ethics and social 
responsibility aspects, and to establish the primary 
focus of the qualifi cation. An Excel spreadsheet 
was developed to clearly show each business 
school and the subjects off ered on the MBA (and 
MBL) qualifi cations. Th ereaft er the subjects that 
contained titles and aspects of leadership, ethics, 
corporate governance, social responsibility and 
business in society were the fi rst to be highlighted. 
Subsequently the other subjects were identifi ed 
and colour coded according to discipline. From 
here the subjects were examined to see how 
closely they aligned to the overall purpose and 
focus of the specifi c qualifi cation.

Th e purpose of the MBA and MBL qualifi cations 
was examined in conjunction with the subjects 
off ered throughout the qualifi cation in order to 
identify whether the overall, stated focus of the 
qualifi cation, was in fact supported by the subjects 
that made up the curriculum. Th e overarching 
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element that emerged from all the qualifi cations 
is that they are essentially focused on improving 
business success, business acumen and on profi t. 
Th ere is a strong emphasis on subjects such as 
fi nancial accounting and management, business 
strategy, operations, supply chain management, 
marketing, economics and human capital 
management. In each of the qualifi cations there is 
a predominance of subjects that relate to fi nance, 
namely from accounting aspects to corporate 
fi nance and investments. It is interesting to note 
that some of the qualifi cations have up to three 
subjects that relate to fi nance, out of the total 
number of subjects. Each qualifi cation has at 
least one subject in marketing, human resource 
management, operations and supply management, 
and all qualifi cations have at least one subject that 
is focused on business strategy in some form. 
Th ere is also a predominance of economics within 
the range of qualifi cations, both micro, macro 
and global economics. Most of the qualifi cations 
have either a full subject dedicated to statistics 
or it is embedded within a subject. Obviously, 
there is also a large focus on strategy and business 
strategy as this is a key aspect of ensuring business 
success. All of the qualifi cations have subjects on 
research and they either have a business project, 
based on research to complete, or a dissertation. 
Research is an important element as all MBA 
qualifi cations are now regarded as professional 
masters’ degrees, with a signifi cant allocation of 
credits that relate to research. Entrepreneurship 
also appears as either a core module or an elective 
in many of the qualifi cations, which is gratifying 
to see, as this relates to the national development 
goals for South Africa (National Development 
Plan: 2012). Th ere is also evidence of global or 
international management modules as well as 
selected schools who either have a compulsory 
overseas study tour or an elective that focusses 
on business in emerging markets that highlights a 
global aspect of business and includes an overseas 
fi eld trip. Also of interest is that not many, four 
specifi cally, of the curricula indicate a subject 
that focuses on academic writing or business 
communication and personal development and 
emotional and spiritual intelligence. However, 
one curriculum emphasises that they have a 
golden thread of personal leadership development 
explicitly highlighted within the curriculum. 

Out of the nineteen business school purposes 
that were analysed, over half of them explicitly 
state a determined focus and commitment to 
develop ethical leaders, however, the subject 
emphasis indicates otherwise. Th is includes 
the notion of graduates who lead responsibly, 
embed sustainability into business practice 
and endeavour to inculcate ethical leadership 
elements within the business realm.

Th ereaft er the curricula were examined to see if 
they did in fact appear to support the qualifi cation 
overview or purpose. Th rough this evaluation it 
was interesting to ascertain that although many of 
the qualifi cations espoused a focus on leadership 
and ethics, this was not apparent in the subjects 
that made up the curriculum. When focusing on 
areas such as ethics and leadership, subjects such 
as corporate governance, social responsibility, 
environmental and / or waste management were 
grouped together. In contrast there were also 
instances of qualifi cation foci that were more 
aligned to business effi  ciencies and eff ectiveness 
that had more subjects that support a proactive 
move to highlighting ethical leadership, 
sustainable and ethical business practice. It must 
be noted that all the qualifi cations have at least 
one subject that specifi es leadership or ethics. In 
addition, there are unique subjects that business 
schools have that relate either to contemporary 
African society and business elements or 
the fourth industrial revolution and areas of 
innovation and technology are included within 
this realm.

DISCUSSION 
From the above it is evident that all the curricula of 
the SABSA business schools focus on improving 
business. Perhaps this may seem understandable 
as business schools exist because of the perceived 
need to focus and address knowledge areas that 
are required from industry. On the other hand, 
should business schools not be leading the way 
through their example and what they teach for the 
improvement of society and fi nd ways to embed 
ethical leadership and business practices within 
all disciplines in their schools?

Further to this is the question as to whether 
business schools are actually fulfi lling their 
mandate in that we have witnessed the 
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unscrupulous business activities that have erupted 
both locally and globally. When we scan the 
global environment and delve into international 
rankings of business schools, one of the measures 
in the ranking criteria is to ascertain the increases 
of MBA graduate salaries once they graduate 
(Dawes: 2019). Th us, it is clear that people go to 
business schools in order to secure a qualifi cation 
that will ensure that they are able to progress 
in their careers and command high salaries. 
If business schools pursue these international 
rankings, this element will undoubtedly cause 
dissonance when attempting to move away from 
a pure business effi  ciency and profi t focus to a 
focus on fair and ethical business practices being 
taught. Schools may, however, be unwilling to 
adapt their overall stance on radically changing 
their MBA qualifi cations.

Although there has been inclusion of subjects 
on all of the MBA qualifi cations that could 
improve awareness of ethical business practice 
within business and society, there is no measure 
as to the eff ectiveness of the use of these subjects 
to determine whether they have any positive 
impact on curbing corruption. Perhaps the time 
has come for business schools to become more 
introspective and critically refl ect on their actions 
when it comes to planning of curricula and the 
outcomes of their qualifi cations, to embrace a 
more radical movement to fi nd eff ective ways to 
enable their graduates to have a strong infl uence 
in putting an end to corruption in organisations. 
Such is the alternative of using CMS as a tool 
and methodology to break through the current 
conditioning in society and move towards proper 
activism in the realm of curbing corrupt behaviour 
in organisations. While we are not proposing that 
this is the only method that could be used for 
transformation, we have identifi ed it as a forceful 
alternative to the current lethargy witnessed in 
the current landscape of MBA curricula.

LIMITATIONS 
It must be borne in mind that this is an initial 
evaluation and a snapshot that has only evaluated 
the qualifi cation overview and purpose in 
conjunction with the curriculum, which shows the 
subjects off ered. It does not include an in-depth 
analysis into business schools’ specifi c syllabus, 
teaching and learning strategies or assessment 

strategies. In addition, the study was restricted 
to the business schools in South Africa who are 
members of SABSA. Th e intent therefore is not 
to generalise but rather to provide the business 
school community with an agenda to reconsider 
or review its curricula design orientation through 
the lens of CMS.

FURTHER RESEARCH 
To gain a deeper understanding in this area, the 
researchers recommend that a more in-depth 
study be conducted that includes a review of the 
outcomes of the subjects, the syllabus and the way 
the subject is taught and assessed.

CONCLUSIONS AND NEXT STEPS 
As discussed earlier, business schools are aware 
that they need to address issues such as reputation, 
legitimacy, the economic environment, societal 
expectations and relevance, as well as a the impact 
of rapid technological advances. In order for 
business schools to ensure their legitimacy and 
reputations, plus relevant contribution to South 
African business and civic society in addressing 
the criticisms levelled against them, they need 
to, as a collective, fi nd an appropriate way to 
transform their own strategies and activities, to 
ensure that they are producing future leaders who 
are ethical leaders who are in turn able to combat 
unethical conduct and greed.

A recommended next step is that the South 
African business school community consider the 
tenets of CMS and evaluate its merits as basis for 
reviewing current curricula in order to improve 
the eff ectiveness of leadership, governance, ethics 
and socially responsible teaching and learning 
within the MBA qualifi cations.
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ANNEXURE A: LIST OF SOUTH AFRICAN BUSINESS SCHOOLS 
List of South African Business Schools
Gordon Institute of Business Science
Henley Business School
Johannesburg Business School
Management College of Southern Africa (MANCOSA) GSB
Milpark Business School
Monash South Africa
NMU Business School
NWU Business School
Regenesys Business School
Regent Business School
Rhodes Business School
Tshwane University of Technology Business School
Turfl oop Graduate School of Leadership
UCT Graduate School of Business
UFS Business School
UKZN Graduate School of Business and Leadership
UNISA Graduate School of Business Leadership
University of Stellenbosch Business School
WITS Business School
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ABSTRACT 
Milpark Business School (MBS) introduced 
a distance learning online (DLO) off ering 
for the Masters of Business Administration 
(MBA) qualifi cation at the beginning of 2016. 
A phased approached was used with the online 
off ering gradually replacing the normal self-
paced distance learning delivery during 2016 
to 2018. Th e purpose of this paper is to explore 
the eff ect that the new DLO off ering had on 
student performance when compared to the 
traditional contact and distance learning delivery. 
Th e DLO off ering encourages higher levels of 
student engagement through asynchronous and 
synchronous means. Th e motivation for this 
study is to determine whether increased distance 
student engagement would result in a signifi cant 
improvement in student performance. An 
inductive approach to the research was followed 
to identify themes and patterns in the aff ected 
qualifi cations and delivery methods. Each 
students’ results for 2016 to 2018 were extracted 
and analysed using JMP® statistical soft ware. Th e 
main fi nding is that, as time progressed, DLO 
students performed progressively better than the 
traditional distance learning students. However, 
the overall performance of contact learning 
students improved as well. A new learning 
delivery method at a post-graduate level requires 
a mind-shift  in both student and institutional 
staff . An online distance learning delivery 
method that requires higher levels of engagement 
through asynchronous and synchronous means 
had a signifi cantly positive eff ect on student 
performance when compared to traditional 
distance learning students. Th is exploratory study 
provides the foundation for further investigation 
into a multitude of factors aff ecting student 
performance in diff erent learning delivery 
methods at MBS, including student motivation, 
student learning styles, academic/student 

interaction and method of engagement.

Key words: Contact learning; Distance learn-
ing; Online learning; Master of Business Ad-
ministration; Post-Graduate Diploma in Busi-
ness Administration; Management Education
 
INTRODUCTION 
During the second half of 2015 the leadership 
of Milpark Business School (MBS) decided 
to implement an online distance learning 
(DLO) model that required higher levels of 
engagement from students for the Master of 
Business Administration (MBA) qualifi cation. 
Implementation of the DLO model followed a 
phased approach, commencing with the fi rst four 
modules of the MBA National Qualifi cations 
Framework Level 9 (MBA9) in the fi rst semester 
of 2016. Th e roll-out was complete across all 
modules of the MBA9 and the Post-Graduate 
Diploma in Business Administration (PG BA) 
during the second semester of 2018.

MBS also decided to commence phasing out 
the MBA National Qualifi cations Framework 
Level 8 (MBA8) during the fi rst semester 2016. 
As a result, outside of the fi rst four modules that 
overlapped with the MBA9 and PGDBA, MBA8 
distance learning (DL) students were not off ered 
the DLO model and had to proceed with the 
traditional DL model.

Among the multitude of variables infl uenced by 
the implementation of a new learning delivery 
model, one of the key questions is whether a 
DLO model would have any eff ect on student 
performance when compared to the CL and 
DL models. One of the criteria used to measure 
student performance is their fi nal result.

Th is paper aims to investigate the eff ect that the 
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new DLO model had on student results.

PROBLEM INVESTIGATED 
Th e DLO model brought about the requirement 
for adjustments in academic content delivery 
design and a mind shift  in both academic staff  
and students alike. In addition, the off ering of 
three diff erent delivery modes (CL, DL and DLO) 
brought about an increased level of administration 
and complexity for MBS academic and student 
support personnel.

One such complexity included, among others, 
some modules off ered on two diff erent 
qualifi cation levels and three diff erent delivery 
modes. Th is increased the number of course pages 
that had to be created, populated and monitored 
on the virtual learning environment (VLE).

Table 1 summarises the diff erence between the 
three diff erent delivery modes as it was off ered at 
the beginning of 2016.

Th e question asked at the beginning of 2016 was 
whether the introduction of the DLO model 
would have an impact on the performance of the 
students compared to the CL and the traditional 
DL model.

Due to the systemic complexity of a conversion 
process of the above nature, the problem 
investigated for this paper is limited to the 
following:

Is there a diff erence in the student fi nal results 
across diff erent delivery modes for post-graduate 
students at MBS?

RESEARCH OBJECTIVES AND 
HYPOTHESIS 
Considering that multiple delivery modes are 
adding complexity to the system as well as 
additional costs, one needs to assess whether 
it adds any value to the customer outside of the 
fl exibility it off ers. As an academic qualifi cation, 
multiple variables may be considered to determine 
the eff ects on students’ performance. For the 
exploratory purposes of this paper, these variables 
were limited to the two years of implementation 
and students’ fi nal results.

Th e research objectives for this paper were to 
determine whether there was any diff erence in the 
average fi nal student results across the diff erent 
delivery modes.

In view of the research objectives, the null 
hypothesis is stated as:

TABLE 1: DIFFERENCE BETWEEN DELIVERY MODES

Learning delivery mode Description
Contact Learning (CL)
BA 8, MBA 9 & PGDBA

Students attend lecturers delivered over eight sessions of 
four hours each. In addition, there is a lecture for the module 
overview and exam overview of two hours each. In general 
one formative assessment and a summative assessment is 
used to assess students.

Distance Learning (DL)
MBA 8: Modules for semesters 2 – 4
PGDBA: Entry modules

Students work through the study material at their own 
pace. In general one formative assessment and a summative 
assessment is used to assess the students.

Online Distance Learning (DLO)
PGDBA/MBA Overlap Modules
MBA 9: Modules for semesters 2 – 4

Students are supported through an online lecturer (25 
students: 1 online lecturer). Th e semester is divided 
into 6 sessions of two weeks each. Students have to 
participate in online discussions and live lecture sessions 
(Adobe® Connect) for the purposes of a module overview, 
assignment overview and exam overview. Each live session 
lasts approximately two hours. Students are assessed 
through two online tests; two sessions of online discussions 
spread out over four weeks and an assignment as part of 
their formative assessment. Th e module concludes with a 
summative assessment.
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where:

and the alternative hypothesis is stated as:

LITERATURE REVIEW 
According to Maya and Uzman (2019: 372) the 
higher educational environment is a place where 
students’ personal development is supported in 
addition to gaining knowledge and skills.

Mintu-Wimsatt (2001: 63) points out that, 
with the growing trend of technology-
mediated learning, students welcome this trend 
since it accommodates the student needs in 
geographically dispersed locations. Mintu-
Wimsatt (2001: 63) further concludes that there 
is confl icting evidence about the eff ectiveness of 
traditional versus distance learning. However, 
Sookdeo and Ramphal (2013: 2713) highlighted 
that online distance learning students register for 
qualifi cations with great enthusiasm, yet end up 
encountering diffi  culties with their studies. Th ey 
further state that there are a number of advantages 
of studying through distance learning, for 
example the fl exibility it off ers to those students 
who are either unable or unwilling to attend 
regular classes at the university.

Despite the many benefi ts that distance learning 
off ers, Sookdeo, et al. (2013: 2713) list a number of 
disadvantages faced by distance learning students 
compared to contact learning students. Th ese 
disadvantages include the actual distance between 
student and academic, academic isolation, lack of 
communication, limited time and lack or limited 
support to the student.

Beyth-Marom, Saporta, and Caspi (2005: 246) 
state that one of the key factors in eff ectiveness of 
a certain instructional learning delivery medium 
is learning style. Th ey further found that learning 
styles in distance education environments were 

not frequently studied.

Th e distance learning model MBS employed up 
to the end of 2015 is characterised by students 
receiving a study guide and access to a virtual 
learning environment (VLE). Contact with an 
academic was limited to the student posting a 
question through the “Tutor” functionality in 
the VLE and then having to wait for a response. 
Interaction with fellow students was limited to 
the VLE through asynchronous means. Should 
students wanted to connect with each other, they 
had to resolve to using social media and electronic 
communication media. Th is means of learning 
resonates strongly with the challenges identifi ed 
in the preceding paragraph. Th e motivation for 
students registering for the DL off ering did so 
due to geographic location or convenience of not 
attending evening or weekend classes.

It is in response to the above challenges, that MBS 
introduced a higher engagement distance learning 
method that resembles the contact learning 
environment more closely. Th e new methodology 
was introduced as a blended approach with 
asynchronous and synchronous means.

In the concluding remarks of the paper, Mintu-
Wimsatt (2001: 70) points out that, following the 
introduction of an interactive distance learning 
model, one must be appreciative of the fact 
that the institution, faculty and students will go 
through learning curve.

RESEARCH METHODOLOGY 
Mintu-Wimsatt (2001: 66) explored the 
eff ectiveness of contact versus distance learning 
through quantitative feedback received from 
students that were enrolled for an MBA through 
contact learning versus distance learning students 
that had access to Interactive Television (ITV). 
Variables that were analysed included teaching 
skills, rapport with students and grading policy. 
provided feedback.

Due to the ‘retrospective’ nature of this exploratory 
study, a quantitative methodology was used 
to investigate the research question. Reports 
containing data of every student’s formative 
and summative results for each module were 
extracted. All these reports were consolidated 
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into one Excel spreadsheet containing 6011 rows 
of data. Th is Excel Spreadsheet was imported into 
JMP® Statistical Soft ware, version 14 in which 
the exploratory graphs, tables and eventually 
statistical analyses were conducted. Due to 
student feedback obtained from students across 
the diff erent delivery modes during 2016 to 
2018 were not aimed at assessing the impact of a 
new delivery mode per se and that the feedback 
questionnaires across the diff erent delivery modes 
were not aligned, this study does not include an 
analysis of student feedback.

Sample population 
For the purpose of this study, the researcher 
had access to all student results spanning the 1st 
semester of 2016 to the 2nd semester of 2018. Th e 
population for this study was defi ned according 
to the three aff ected qualifi cations as follows:

1. All PGDBA students registered from 2016 
semester 1 to 2018 semester 2; 

2. All MBA 8 students registered from 2016 
semester 1 to 2018 semester 2; and 

3. All MBA 9 students registered from 2016 
semester 1 to 2018 semester 2. 

Data gathering 
Data was extracted for the defi ned population 
from the Student Administration System (SAM). 
Th is data included, among others, a detailed 
record of all formative, summative, fi nal mark 
and the result outcome for each examination 
instance of each student across the time frame of 
the study. A total of 6011 records were extracted.

Initial distribution analysis of the data across 
diff erent demographics presented outlier values 
that contaminated the statistical analysis, such as 
skewed distributions and large standard deviation 
values. Th rough systematic analysis of the outlier 
values, it was determined that these outlier values 
had certain elements in common. In order to 
reduce this large amount of outlier values from 
the data, selected student records were excluded 
from the fi nal analysis. “Table 2: Records excluded 
from fi nal data analysis” presents a summary and 
rationale for excluding certain elements from the 
fi nal statistical analysis.

In total 1107 records were excluded, leaving 4904 
student records that were included in the fi nal 
analysis.

TABLE 2: RECORDS EXCLUDED FROM FINAL DATA ANALYSIS

Excluded element Description of element Reason for exclusion

Result: Incomplete

Students who did not complete 
either the compulsory 
formative assessment or 
summative assessment

Final mark recorded for 
student is “0%”, yet may have a 
formative assessment mark

Result: Deferred
Students who were allowed 
to complete the module in a 
subsequent semester

Formative mark, but no 
fi nal mark in the semester of 
deferral

Module: Dissertation Th ere are no formative 
assessments

Only summative mark is 
captured, and study mode does 
not play a role

Module: PGDBA Induction

Th ere are no formative 
assessments and the module 
is only off ered as distance 
learning

Eff ect of mode cannot be 
compared across formative and 
summative marks

Mode: CL/DL

Students that have been in the 
system for an extended period 
of time and where the specifi c 
study method could not be 
identifi ed through the diff erent 
assessments

Eff ect of mode on fi nal mark 
cannot be specifi cally analysed
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RESULTS AND FINDINGS 
Figure 1 displays the overall relative frequency 
for each of the delivery modes. Th e percentages 
represent 2955, 1240 and 709 records for the CL, 
DL and DLO modes respectively.

Due to the fact that the analyses cover a number of 
semester, it is also interesting to note the relative 
frequency distribution of the modes as the DLO 
mode replaced more modules and students 
progressed through their qualifi cation. Figure 2 
displays this relative frequency in the form of a 
mosaic plot. Th e x-axis represents the semester 

from 2016 semester 1 up to the 2nd semester 2018, 
while the y-axis represents the diff erent delivery 
modes. Th e eff ect of phasing out the MBA8 DL 
modules is evident in the decreasing relative 
frequency as the semesters progress, while the 
DLO off ering gradually increases. Th e labels in 
each cell represent the percentage of students per 
mode per semester.

Without any detailed discussion of the percentages 
in the various cells of the mosaic plot, there is 
a decline in DL student records. Th is would be 
natural considering that the MBA 8 commenced 

FIGURE 1: RELATIVE FREQUENCY OF DELIVERY MODES 

FIGURE 2: MOSAIC PLOT FOR NUMBER OF RECORDS PER MODE PER SEMESTER
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teach-out in 2016 semester 2, while a fully 
DLO converted PGDBA was rolled out in 2018 
semester 1 and the last MBA 9 DLO modules 
were introduced in 2018 semester 2.

A contingency analysis of results by delivery mode 
presents an initial impression that CL students 
are performing better than DLO students, who 
again perform better than DL students. Th is is 
illustrated in “Figure 3: Mosaic plot for results by 
mode.”

In the analysis of the mosaic plot above, it can be 

seen that 18,3% of CL student records pass with 
distinction. On the other hand, 16,8% of all DL 
student records received a fail as a result.

Considering that the DLO module was 
introduced progressively over the two years, 
it is also necessary to consider the results per 
distinct semester. “Figure 4: Results per semester” 
illustrates this analysis graphically.

From Figure 4, it can be observed that there is a 
progressive increase in distinctions from 14,2% in 
2016 Semester 1 to 19,6% in 2018 Semester 2. On 

FIGURE 3: MOSAIC PLOT FOR RESULTS BY MODE

FIGURE 4: RESULTS PER SEMESTER
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the other hand, there has been a slight decline in 
failing students from 13,8% in 2016 Semester 1 
down to 8,0% in 2018 Semester 2. Even though a 
multitude of factors can contribute to the change 
in fi nal results, one such explanation is the 
combination of the apparent poorer performance 
of the DL in conjunction with the gradual 
phasing out of the DL off ering. In addition, as 
the semesters progressed, an increased number of 
formative assessments for each delivery mode was 
introduced in order to align with the assessment 
strategy of the DLO off ering.

Th e upward trend in distinctions, and a decreasing 
rate failures contributes to the impression that 
students are performing better overall. At this 
point, the question remains whether a distance 
learning delivery mode that requires higher levels 
of engagement might contributes to students’ 
performance.

A quantitative analysis of the fi nal marks provides 
more insight into the average performance of the 

students per delivery mode. “Figure 5: Final mark 
per delivery mode” shows the comparison and 
analysis of the means per delivery mode. Th e “All 
pairs Tukey-Kramer” comparison to the right of 
the image indicates that there may be a statistically 
signifi cant diff erence in performance of students 
across the delivery modes. Th is is evident by the 
fact that the three circles to the right of the graph 
do not overlap.

“Table 3: Means and standard deviations” 
provides a numeric comparison across the three 
delivery modes. Note the small diff erence in the 
standard deviation for the three delivery modes.

Th e Tukey-Kramer analysis, resulting in a 
connecting letters report provides evidence that 
the average performance of students across the 
three delivery modes are signifi cantly diff erent. 
“Table 4: Connecting letters report” presents the 
fi nding that, at 5% signifi cance level, the average 
performance of the three delivery modes is 
signifi cantly diff erent. Th is is observed by the fact 

FIGURE 5: FINAL MARK PER DELIVERY MODE

TABLE 3: MEANS AND STANDARD DEVIATIONS

Delivery mode Number Mean Std Dev Std Err 
Mean Lower 95% Upper 95%

CL 2955 61,856514 13,455727 0,2475303 61,371165 62,341864
DL 1240 54,68629 13,796426 0,3917922 53,917641 55,45494
DLO 709 59,334274 13,549437 0,5088598 58,335219 60,333328
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that no delivery mode as a ‘letter’ in common.

TABLE 4: CONNECTING LETTERS REPORT

Delivery mode Mean
CL A 61,856514
DLO B 59,334274
DL C 54,686290

Th e natural progression of analysis is to compare 
the average performance of students per mode 
across each semester. Due to the volume of such 
analysis, the discussion, fi gures and tables below 
compare only the movement from 2016 Semester 
1 and 2018 Semester 2.

“Figure 6: 2016 S1 marks per mode” depicts the 
comparison of student marks for the 1st semester 
2016

Th e numeric results for the above analysis is 
presented in “Table 5: 2016 S1 marks per mode” 
below.

A similar representation for 2018 Semester 2 is 
presented in Figure 7 and Table 6 below.

Th e above analyses show that there is an upward 
movement in the average fi nal mark for the CL 
and DLO modes, while there is a decrease in fi nal 
mars for the DL mode. During the 1st semester 
2016, CL students outperformed the DL and DLO 
students. Th ere was not a signifi cant diff erence in 
performance between the DL and DLO students. 
At the end of the 2nd semester 2018, the average 
mark for DL students dropped from 55% to 
49%, while that of the DLO students increased 
from 56% to 59%. Th e average mark diff erence 
between CL and DL increased by 7% while the 
diff erence for the average mark between CL and 
DLO decreased slightly from 6% to 4%.

A clearer picture is presented when the connecting 
letters reports for the two semesters are presented 
together. “Table 7: Comparative connecting 
letters report” highlights these diff erences.

FIGURE 6: 2016 S1 MARKS PER MODE

TABLE 5: 2016 S1 MARKS PER MODE

Level Number Mean Std Dev Std Err 
Mean Lower 95% Upper 95%

CL 639 61,519562 14,048589 0,5557536 60,428234 62,610889
DL 297 55,265993 13,059891 0,7578118 53,774612 56,757375
DLO 92 56,23913 13,603789 1,418293 53,421866 59,056395
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A number of other variables could be considered 
to further analyse these results and fi ndings. 
An extensive statistical analysis for these other 
variables is outside the scope for the purpose of 
this paper. However, having scratched only the 
surface of the amount of data and the number 
of variables that could be analysed, the fi ndings 
presented above provide the following answer to 
the original hypotheses:

Following the comparison in Table 7, at 5% 

signifi cance and 95% confi dence, it is concluded 
that at the introduction of the DLO in 2016 S1, the 
null-hypothesis is rejected for the CL component, 
however, the diff erence in fi nal results between 
DL and DLO is not signifi cantly diff erent. At the 
end of 2018 S2, the null hypothesis is rejected as a 
whole and it is concluded that there is a signifi cant 
diff erence in fi nal marks across the three delivery 
modes, with CL performing best and DL 
performing worst. Th e analysis also indicates 
a upward trend in both CL and DLO delivery 
modes in contrast with poorer performance in 
the DL delivery mode.

MANAGERIAL IMPLICATIONS 

FIGURE 7: 2018 S2 MARKS PER MODE 

TABLE 6: 2018 S2 MARKS PER MODE

Level Number Mean Std Dev Std Err 
Mean Lower 95% Upper 95%

CL 415 63,812048 14,180116 0,6960745 62,443767 65,180329
DL 78 49,987179 13,775089 1,5597217 46,881377 53,092982
DLO 184 59 14,459667 1,0659808 56,896807 61,103193

TABLE 7: COMPARATIVE CONNECTING LETTERS REPORT

2016 S1 2018 S2
Delivery mode Letter Average Letter Average
CL A 61,52 A 63,81
DLO B 56,24 B 59,00
DL B 55,27 C 49,99
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With the changes in working conditions as a 
result from the advances made in technology, 
especially connectivity technology, the need to 
explore alternative methods of learning design 
and delivery at post-graduate level is of a strategic 
nature to any higher educational institution. 
Th e management of MBS took a bold step when 
the decision was made to implement an online 
distance learning model for the MBA and PGDBA 
that required higher levels of engagement from 
the student.

Th e natural consequence from an organisational 
perspective is the increased demand on human 
resources, monetary investment and technological 
aspects. Th e main objective, however, remains to 
support adult learners in their academic journey 
in the most cost eff ective and user friendly fashion 
possible.

From the fi ndings in this exploratory study, it is 
evident that MBS made a worthwhile decision to 
move towards an online distance learning off ering 
that requires more engagement from the student, 
while at the same time, providing more support 
to the student. Th is is evident in the upward trend 
and of the overall results, but especially in the 
increasing diff erence between the old-fashioned 
self-paced distance learning model and the higher 
engagement, facilitated distance learning models.

Due to the fact that this paper only considered the 
diff erence in results across the diff erent delivery 
modes, it is recommended that the data is further 
interrogated and expanded in order to evaluate 
other variables that may have contributed towards 
the observed increase in student performance. 
Th ese variables should include at least aspects 
such as:

• Th e introduction of an increased number of 
formative assessments across all modes;

• Th e relationship between formative and 
summative assessment results;

• Change in format of both formative and 
summative assessments;

• Increased used of rubrics rather than grade 
books for grading of assessments;

• Diff erence in entry-level criteria; and

• Increase in synchronous engagement with 
distance learning students.

Detailed analyses of the above variables would 
support the further enhancement of the post-
graduate distance learner experience. In addition, 
a major limitation of this study is that it did not 
consider any psycho-demographic variables 
pertaining to the students, e.g. attitude towards 
post-graduate studies, aptitude for studying in 
diff erent modes, and motivation to engage in 
post-graduate studies.

CONCLUSION 
Th is paper commenced with a brief explanation 
of the introduction of a distance learning off ering 
that would provide more support to the distance 
learning post-graduate student, while at the same 
time require higher levels of engagement from 
the students’ side. Th e analyses explored, at a very 
high level, the impact this higher engagement 
model had on students’ performance. Th is was 
accomplished through the comparison of students’ 
overall result and fi nal marks across the three 
delivery options: CL; DL; and DLO for the period 
2016 Semester 1 up to the end of 2018 Semester 
2. Without considering any other variables, it was 
concluded that there was a positive impact on 
DLO students’ overall fi nal results compared to 
that of the self-paced DL students.

Overall, there was an improvement in the 
performance of CL and DLO students since the 
beginning of 2016. It was not the purpose of 
this paper to investigate the exact cause of this 
improvement in student performance. However, 
the fi ndings do point into areas of further 
investigation.

A major limitation of this study, as well as an 
area of further research, is the fact that there is 
currently no data related to the aptitude and 
attitude of students to study at a distance and 
online.
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ABSTRACT 
Th e growth in the demand for smartphone devices 
can be attributed to consumers in emerging 
markets. Th ese consumers are driving the demand 
because they want to use the devices to assist 
them in remaining connected with friends and 
family, making their social needs a key driver in 
the purchase decision of a smartphone. Previous 
studies have evaluated the criteria that consumers 
use to evaluate smartphones, but little research has 
focused on emerging markets, and no research 
has explored the infl uence of social needs on 
this evaluation. Th erefore, this study investigated 
how consumers in emerging markets evaluate 
smartphones (leading to a purchase decision), 
and how social needs impact these evaluations. 
Th e study was descriptive and quantitative in 
nature, in which 246 usable questionnaires were 
analysed. Th e analysis included a regression 
analysis (evaluating the evaluative criteria) and 
moderation analysis (investigating the eff ect 
of social needs). Th e results revealed that the 
following evaluative criteria are important to 
consumers in emerging markets when purchasing 
smartphones: brand name, product features, and 
convenience. Price was not a signifi cant criterion. 
In respect of the eff ect that social needs had 
on the evaluative criteria, they were found to 
moderate the relationships between brand name, 
product features, price, and purchase decision. 
Based on the results of the study, the marketers 
and manufacturers of smartphones will be in a 
better position to design and market smartphone 
devices that resonate with consumers in emerging 
markets.

Key words: smartphone, emerging market, so-
cial needs, evaluative criteria 

1. INTRODUCTION 
As more consumers incorporate smartphones into 

their daily activities, the demand for smartphones 
is steadily increasing (Gartner, 2017). However, 
this demand is not coming from developed 
markets: instead, consumers in emerging markets 
– such as South Africa – are driving the growth in 
demand. In 2018, for instance, global smartphone 
sales grew by 0.1 per cent; yet in South Africa, 
sales grew by 7.2 per cent (IT Web, 2018), showing 
that consumers in South Africa are demanding 
smartphones. Th is high level of demand makes 
South Africa and other emerging markets lucrative 
for the marketers of smartphones to understand. 
Th is growth in demand among emerging market 
consumers has been attributed to the fact that 
smartphones grant the consumer access to 
computer technology (Gikas & Grant, 2013:19-
20) and allow for a blended approach such that 
consumers are no longer restricted to using their 
smartphone devices for phone calls alone (Park, 
Jengchung & Chen, 2007:1349-1350). Th is allows 
consumers to browse the internet and use their 
smartphones for computer-linked activities, such 
as emailing (Suki, 2013:237).

Consumers in emerging markets mostly use their 
smartphones to access the internet (Translate 
Media, 2017). Th is is because other devices 
are too expensive, and because purchasing a 
smartphone gives access to a range of diff erent 
platforms (Falayi & Adedokun, 2014:31; 
Whitwam, 2016). As mentioned, because of the 
increase in demand in emerging markets such as 
South Africa, marketers of smartphones need to 
understand the drivers that infl uence purchasing 
behaviour. However, there is a lack of research on 
the criteria that emerging market consumers use 
to assist in making their purchasing decisions. 
Marketers should also be cognisant of the fact that 
consumers in emerging markets diff er in their 
purchasing behaviour from those in developed 
markets (Tanusondjaja, Greenacre, Banelis, 
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Truong & Andrews, 2015:783). According to Lay-
Yee, Kok-Siew and Sin-Fah (2013:2427), when 
selecting a smartphone, consumers evaluate the 
brand name, the product’s features, its price, and 
the convenience it off ers. Consumers will then 
evaluate these criteria and select the smartphone 
that they believe off ers them the most value. 
Although these criteria would provide a clearer 
understanding of how consumers in emerging 
markets evaluate a smartphone when purchasing 
one, the criteria do not consider social needs. 
In African contexts (where the majority of the 
emerging markets are found), consumers are 
driven by their social needs. Th ey want to use 
products that will allow them to keep in contact 
with their friends and family (Nahornaik, 2012); 
and, because of the capabilities that smartphones 
off er, understanding the infl uence that social 
needs have on the evaluative criteria is important 
for the marketers of smartphones. Hence the need 
to provide a more comprehensive understanding 
of how consumers in emerging markets purchase 
smartphones.

Th is study aims to investigate the infl uence of the 
diff erent evaluative criteria (brand name, product 
features, product price, and convenience) and 
how these criteria diff er when social needs 
are included. Th is will allow the marketers of 
smartphones to develop strategic marketing 
campaigns that focus on the specifi c evaluative 
criteria that consumers in emerging markets 
deem important when purchasing a smartphone, 
and to understand the role that social needs play 
in purchasing decisions. Th is is vital, owing to the 
increased demand for smartphones in emerging 
markets such as South Africa, and the increased 
competition among smartphone manufacturers.

2. LITERATURE REVIEW 
2.1. Smartphones 
Initially, mobile phones could only perform basic 
tasks (e.g., telephone calls, sending and receiving 
messages), but as mobile phones developed into 
smartphones, better functions were added (e.g., 
apps, internet, social media) (Wang, Harari, Hao, 
Zhou & Campbell, 2015:1; Rahim, Safi n, Kheng, 
Abas & Ali, 2016:245). Th is has meant that 
smartphone manufacturers have changed how 
consumers communicate and share information 
with each other (Joko & Sang, 2013:2512), which 

has led in turn to the increased demand for 
smartphone devices (Rahim et al., 2016:245).

Th e number of smartphone users worldwide was 
1.57 billion in 2014, 1.86 billion in 2015, and 2.1 
billion in 2016, showing an annual increase in 
demand (Statista, 2017). As demand increased, 
the number of competitors increased, thus 
providing the consumer with more options (Sata, 
2013:103). However, as more options emerged, 
the way in which consumers compare and select 
smartphone devices needs to be understood. 
Research suggests that consumers compare 
smartphones’ brand name, features, price, and the 
convenience they off er when selecting one (Lay-
Yee et al., 2013:2427). However, as the industry 
has become more competitive, smartphone 
manufacturers have attempted to outperform 
one another, based on their brand name, product 
features (e.g., slimmer designs, faster processors, 
wireless technology), price, and convenience 
(Park, Kim, Shon & Shim, 2013:1764), thus 
making it important for the marketers of 
smartphones to understand how consumers 
select their smartphones.

2.2. Evaluative criteria assessed to select a 
smartphone 
Th e intention to purchase a product or service is 
dependent on the degree to which the consumer 
expects it to satisfy their need when they consume 
it (Rahim, Safi n, Kheng, Abas & Ali, 2016). 
According to Mohan (2014), when consumers 
make a purchase decision they pass through 
a consumer-decision process that includes 
recognition, information search, evaluation, 
purchase, and feedback. Factors such as the 
brand name, product features, product price, and 
convenience off ered are considered part of the 
evaluation phase of this process when purchasing 
a smartphone (Malviya, Saluja & Th akur, 2013:15-
16). Understanding how consumers evaluate 
products off ers marketers the opportunity to 
tailor their products and marketing campaigns 
accordingly.

2.2.1. Brand name 
A brand is one of the most valuable assets a 
company can have. A brand is more than simply 
names, slogans, logos, and symbols (Zheng & Liu, 
2017:239). Th e brand’s name has been found to 
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be an infl uential factor when consumers purchase 
products such as smartphones (Nobre, Becker & 
Brito, 2010:206). Brands want consumers to be 
satisfi ed, as satisfi ed consumers usually engage 
in word-of-mouth promotion, which is very 
valuable (Yeoh, Othman & Ahmad, 2013:197). 
According to Christopher, John and Sudhahar 
(2014:2), smartphone brands infl uence purchase 
decisions by being popular among the peers of a 
consumer and by conveying an aspirational aspect 
to their brand off ering. Consumers in emerging 
markets are very brand-conscious, and typically 
purchase brands that they regard as trustworthy 
or internationally recognised (Leveton, 2017). 
Th is makes the understanding of the infl uence 
that a brand’s name has on the purchase of a 
smartphone an important factor to understand.

2.2.2. Product features 
Consumers oft en select products on the basis of 
the attributes off ered by the particular product. 
When manufacturers off er certain attributes, 
they need to consider the consumer’s needs and 
wants (Th ompson, Hamilton & Rust, 2005:432). 
When evaluating the features of a smartphone, 
consumers will evaluate the hardware and the 
soft ware (Morris, 2011). ‘Hardware’ refers to the 
tangible elements of a smartphone, such as its 
size, design, weight, and colour (Mahalakshmi & 
Jawahar Rani, 2007:48-49), while ‘soft ware’ refers 
to the programs available on the smartphone, such 
as the amount of storage, the operating system and 
the built-in apps (Lay-Yee et al., 2013). Generally, 
consumers will regard both the hardware and the 
soft ware features as important, as these are the 
smartphone’s key features (Lay-Yee et al., 2013; 
Losh, 2010:199). However, diff erences may be 
observed in terms of how the consumer uses the 
smartphone (e.g., work-related tasks, interacting 
with friends and family, browsing the internet), 
thus making it important to understand the 
overall infl uence that product features have on 
the decision to purchase a smartphone.

2.2.3. Product price 
Price is the amount of money exchanged for a 
product when making a purchase from a retailer, 
whether offl  ine or online (Lay-Yee, Kok-Siew & 
Yin-Fah, 2013:2430). Th e quality of a smartphone 
– which includes the tangible attributes that make 
the smartphone durable, reliable, easy to use, and 

easy to maintain – can infl uence its price (Lay-
Yee et al., 2013:2431). Th is is one of the major 
concerns that consumers have when facing a 
purchasing decision, because they see the price as 
the amount of money they are willing to pay in 
exchange for the products or services they deem 
valuable (Malviya, Saluja & Th akur, 2013:19). Th e 
manufacturers and retailers who sell smartphone 
devices use a variety of pricing methods to 
persuade consumers that they are receiving 
value for money when purchasing a smartphone. 
However, marketers of smartphones have focused 
their marketing strategies on pricing, based on 
the assumption that consumers in emerging 
markets are price-conscious. Although price is an 
important criterion for all consumers, marketers 
of smartphones should not assume that price is 
the sole criterion used (Hilton, 2017). Th is makes 
it important to understand the infl uence that the 
price of a smartphone has in relation to other 
evaluative criteria.

2.2.4. Convenience 
Th e level of convenience that a product off ers a 
consumer refers to a product’s ease of use and 
its integration into the consumer’s life (Chiu, 
Wang, Fang & Huang, 2012:3). In respect of the 
convenience a smartphone off ers them, consumers 
would be concerned with how the smartphone 
allows them to complete certain tasks. Consumers 
are also pressed for time; thus using one device 
to complete various tasks would save them time 
and eff ort (Purewal, 2015), making convenience 
an important consideration when selecting a 
smartphone. Furthermore, a smartphone off ers 
the consumer the opportunity to communicate 
with others regardless of their location (e.g., 
receiving emails away from the offi  ce), thus 
essentially saving them time and allowing for 
constant communication (Westenberg, 2015). 
Th erefore, the convenience that a smartphone 
off ers is an important criterion that consumers 
consider when selecting a particular smartphone. 
Th is is because consumers will want to purchase 
a smartphone that allows them to save time 
(Mielach, 2013).

2.3. Social needs 
‘Social needs’ are needs that are essential 
for personal growth and development, and 
typically include love, belonging, aff ection, and 
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acceptance. When selecting products, the way 
in which consumers evaluate diff erent criteria 
is infl uenced by their social needs. For instance, 
a consumer may want to purchase a certain 
product because it allows for them to fi t into 
their social group (Suki, 2013:125). Consumers 
in Africa, and particularly in South Africa, want 
to purchase products that will fulfi l their needs, 
socially, and connection with their social group. 
Th is is because South African consumers are 
concerned about what their peers think of them, 
and because consumers oft en live and work in 
diff erent locations from those of their friends and 
family, making connection an important aspect.

Goldman (2010) suggests that, besides 
smartphones creating and increasing a sense of 
aff ection among a circle of friends and family 
members, they change how people live, shop, 
conduct research, play, and connect to the world 
around them. According to Hundley and Shyles 
(2010:420) and Suki (2013:125), the social needs 
of consumers are fulfi lled by their interaction 
with smartphones; they are concerned about 
being socially disconnected, excluded from social 
activities and friends, and being uninformed. 
Consumers are focused on achieving their social 
needs, and use smartphones to allow them to 
connect with others (Suki, 2013:126). Ting, Lim, 
Patanmacia, Low & Ker (2011:199) suggest that 
marketers can capitalise on emotional feelings 
when promoting smartphones, highlighting that 
smartphones enable users to stay connected and 
in touch with their peers and family, and give them 
a sense of belonging in their circle. Th is makes it 
important for the marketers of smartphones to 
understand the role that social needs play when 
evaluating the criteria that infl uence smartphone 
purchases.

Based on the literature review, the next section 
presents the study’s research problem, followed 
by the objectives and hypotheses developed to 
assist in resolving the research problem.

3. RESEARCH PROBLEM 
Owing to the increasing demand for smartphones 
in emerging markets such as South Africa, 
it has become necessary for the marketers of 
smartphones to understand what motivates 
smartphone consumers’ purchasing patterns 

(World Economic Forum, 2017). Existing 
research focuses on developed markets, as this 
is where growth has been observed. However, 
with 1.3 billion people living on the African 
continent (Worldometers, 2018), understanding 
how consumers in emerging markets evaluate 
and select smartphone devices is important. 
Although understanding how consumers in 
emerging markets assess the diff erent evaluative 
criteria would be benefi cial, understanding the 
infl uence that social needs have on the evaluative 
criteria is important. Th is is because consumers 
in emerging markets purchase products that 
allow them to connect and belong to their 
social group. Th erefore, by understanding the 
evaluative criteria that consumers in emerging 
markets use when purchasing a smartphone, and 
by understanding the role that social needs play 
in this evaluation, marketers of smartphones will 
be in a better position to design smartphones 
according to their consumer’s needs and to tailor 
their marketing messages (Jones & Bartlett, 
2014:336) contributing thereby to the success of 
smartphone manufacturers in emerging markets.

Th erefore, the purpose of the study was to 
investigate the diff erent evaluative criteria that 
consumers in emerging markets use when 
purchasing a smartphone, and to understand the 
role that social needs play in the evaluation.

4. RESEARCH QUESTIONS & 
HYPOTHESES 
Based on the research problem presented above, 
the following research questions were developed: 
How do consumers in emerging markets evaluate 
diff erent criteria when purchasing a smartphone? 
What role do social needs play in the evaluation 
of smartphones?

Based on the research questions, the following 
hypotheses were developed, as illustrated in 
Figure 1 below:

H1: Th e brand name of the smartphone has a 
positive and signifi cant infl uence on the purchase 
decision

H2: Th e smartphone’s product features have a 
positive and signifi cant infl uence on the purchase 
decision
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H3: Th e price of the smartphone has a positive 
and signifi cant infl uence on the purchase decision

H4: Th e level of convenience off ered by the 
smartphone has a positive and signifi cant 
infl uence on the purchase decision

H5: Social needs moderate the relationship 
between the smartphone’s brand name and the 
purchase decision

H6: Social needs moderate the relationship 
between the smartphone’s features and the 
purchase decision

H7: Social needs moderate the relationship 
between the smartphone’s price and the purchase 
decision

H8: Social needs moderate the relationship 
between the smartphone’s level of convenience 
and the purchase decision

5. RESEARCH METHODOLOGY 
Th e research methodology followed for the study 

outlines the methods and techniques used to 
collect and analyse the data in order to assist in 
resolving the research problem. Th ere are a variety 
of techniques that can be used by researchers 
to assist in gathering the information (Kothari, 
2010:6). In terms of the research design, the 
design can be exploratory, descriptive, or causal. 
Exploratory research is implemented when the 
researcher seeks to provide insight and gain a 
better understanding of the research problem the 
study is facing at that moment (Van Wyk, 2013:6). 
Descriptive research gains insight into the ‘who, 
what, where, when, why, and how’ questions faced 
by the researcher to describe a characteristic of 
the sample group being researched in the study 
(Salaria, 2012). Causal research takes a deeper 
look at the causes and eff ects of a situation being 
studied (Creswell, 2009:145).

Th is study was descriptive in nature, as it described 
how consumers in emerging markets evaluate 
diff erent criteria when purchasing a smartphone, 
and whether social needs infl uence this evaluation. 
Th is was achieved using a questionnaire. Th e 

FIGURE 1: CONCEPTUAL MODEL DEVELOPED FOR THE STUDY 
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questionnaire used for the study included scales 
that were adapted from previous studies, which 
added to the reliability of the scales used. Th e 
questionnaire consisted of a preamble that 
explained the purpose of the study, and informed 
respondents that their responses would remain 
anonymous and that they could stop completing 
the questionnaire at any point. Th e next section, 
Section A, focused on the demographic variables 
(age, race, gender, education level, employment 
status, and smartphone habits), and Section B 
included fi ve-point Likert-type scales, where ‘1’ 
indicated ‘strongly disagree’ and ‘5’ indicated 
‘strongly agree’, which focused on the evaluative 
factors and social needs infl uencing the purchase 
decisions for smartphones.

Th e target population of the study included 
consumers who own a smartphone device in an 
emerging market (Gauteng, Johannesburg, South 
Africa). Th e aim of the study was to establish how 
the target population evaluate the criteria, and 
whether social needs play a role in the evaluation. 
A non-probability sampling design allowed for 
the use of convenience sampling, thus allowing 
for many respondents to be interviewed in a 
relatively short period of time (Fowler, 2013:150). 
Respondents were approached in high traffi  c 
areas in Johannesburg such as shopping malls, 
allowing the opportunity to reach a diverse 
group of consumers (Hair, Celsi, Ortinau & Bust, 
2017:146). Th e Gauteng Province was selected 
for this study because it is an economic hub, 
and off ers high internet access; this was a vital 
aspect for smartphone users, as 50 per cent of the 
individuals residing in Gauteng have access to 
the internet (Vuma, 2017). A total of 246 usable 
questionnaires were obtained. Table 1 below 
outlines the sampling procedure followed for the 
study.

Once the data was collected, it was coded, entered, 
and cleaned using SPSS version 24. Each construct 
and its corresponding items were assessed to test 
for the normality of the data. Establishing the 
normality of the distribution of each scale item 
is needed in order to help determine whether 
parametric or nonparametric tests should be 
used to test the hypotheses formulated for the 
study. According to Krithikadatta (2014:97), the 
distribution of results is considered ‘normal’ if it 

displays a skewness of less than the absolute value 
of 2.00 and a kurtosis that is less than the absolute 
value of 7.00. According to the parameters 
provided, the distribution of the results was 
normal for this study.

TABLE 1: SAMPLING PROCEDURE

Target 
population

Consumers in emerging markets 
who own smartphone devices

Sampling 
units

Individual consumers in the 
Gauteng region who own a 
smartphone device

Sampling 
technique

Non-probability, convenience 
sampling

Extent

Johannesburg, Gauteng Province 
of South Africa, including the 
Northern, Eastern, Southern, 
and Western suburbs

Sampling 
size 246 respondents

As the sample size of the study was reasonably 
large (n = 246), parametric tests were deemed 
suitable. Descriptive statistics such as mean scores, 
frequencies, percentages, and standard deviations 
were used in order to portray a typical respondent 
who participated, and to help reveal the potential 
patterns in terms of responses that would then 
allow for statistical analysis. A signifi cance level 
of a p-value of less than 0.05 was used in this 
study. Th e reliability of the scale was tested using 
Cronbach’s alpha test. Cronbach’s alpha is known 
for determining the reliability of the responses by 
providing a value between 0 and 1; the closer the 
value is to 1, the more reliable the scale (Tavakol 
& Dennick, 2011:53). Th e Cronbach alpha values 
for the measurement scales were; 0.754 (brand 
name), 0.719 (product features), 0.814 (product 
price), 0.777 (convenience), and 0.841 (social 
needs).Th ese values confi rmed the reliability of 
the scales used.

6. RESULTS 
Th e results section commences with the 
presentation of the demographic profi le of the 
respondents, followed by a presentation of the 
descriptive results relating to the evaluative 
criteria. It concludes with a presentation of the 
results pertaining to the hypotheses developed 
for the study.
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6.1. Demographic profi le of respondents 
A total of 246 respondents participated in the 
study, of whom 46.7 per cent were male and 
53.3 per cent were female. Th e majority of 
the respondents were African (66.3 per cent), 
with 12.6 per cent being Indian, 10.6 per cent 
being White, and 10.2 per cent being Coloured. 
Th e majority of the respondents had a tertiary 
education, with 51.6 per cent having a university 
degree, and 22.8 per cent having obtained their 
matric certifi cate. Th e employment status of the 
respondents was evenly split, with 42.7 per cent of 
respondents being full-time students and 41.5 per 
cent being employed full-time.

6.2. Descriptive results 
Th is section provides the descriptive results 
pertaining to each construct and its corresponding 
item for the evaluative criteria (brand name, 
product features, product price, and convenience) 
and the social needs construct, as presented in 
Table 2 below.

Based on Table 2, the evaluative criterion 
statement with which respondents agreed the 
most was product features (mean = 4.21; SD 
= 0.756), meaning that, overall, respondents 

agreed that the hardware and soft ware of the 
smartphone were important. Th e next criterion 
was convenience (mean = 4.13; SD = 0.800) where, 
overall, respondents agreed that smartphones 
save them time and eff ort. Th is was followed by 
the brand name criterion (mean = 4.08; SD = 
0.824), which reveals that, overall, respondents 
agreed that the brand name of the smartphone 
infl uences their selection of smartphone. Th e last 
criterion was product price (mean = 3.58; SD = 
0.880), suggesting that respondents neither agreed 
nor disagreed that the price of the smartphone 
was important.

In terms of purchase decisions, respondents 
indicated that, overall, they agreed with the 
statements relating to the purchase of smartphones 
in future (mean = 4.50; SD = 0.597). Respondents 
also agreed with the statements relating to the 
social needs construct (mean = 4.42; SD = 0.974) 
indicating that respondents use smartphones to 
remain connected with their social group.

6.3. Results for the hypotheses developed for the 
study 
Eight hypotheses were developed for this study: 
four focused on the relationships between the 

FIGURE 2: CONCEPTUAL MODEL DEVELOPED FOR THE STUDY, INCLUDING RESULTS 
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TABLE 2: DESCRIPTIVE RESULTS FOR THE STUDY

Statements Mean Std. Dev.
Brand name 
I prefer to buy an internationally recognised smartphone 4.00 1.123
I prefer to buy a trustworthy smartphone brand 4.46 0.919
I will only buy my favourite smartphone brand 3.88 1.209
Brand name is a major factor when deciding to purchase a smartphone 4.00 1.079
Overall brand name 4.09 0.824
Product features 
I will buy a smartphone based on its unique design 4.07 0.953
I prefer a smartphone that off ers more applications 4.59 0.749
I will buy a smartphone if it off ers high quality games 4.07 1.108
A smartphone’s capabilities is important to me 4.51 0.822
I select a smartphone based on its operating system 4.06 1.101
Overall product features 4.21 0.756
Product price 
I am willing to buy a smartphone at a higher price 2.50 1.205
I will only buy a smartphone during a price reduction 3.44 1.263
I think smartphones are expensive overall 3.80 1.235
Price is my main consideration when deciding to purchase a smartphone 3.52 1.254
Overall product price 3.58 0.880
Convenience 
Having a smartphone is like having both a mobile phone and a computer 
together 4.43 0.773

A smartphone saves me time and eff ort 4.10 1.047
I would prefer carrying my smartphone rather than carrying a range of 
other devices 4.06 1.194

Using a smartphone would allow me to accomplish tasks more quickly 4.09 1.044
Overall convenience 4.13 0.800
Purchase decision
I intend to keep using a smartphone in the future 4.60 0.697
On the whole, I am satisfi ed with the smartphone experience 4.56 0.653
I intend to purchase a better smartphone in the future from my experience 4.50 0.792
Overall purchase decision 4.50 0.597
Social needs 
A smartphone allows me to stay connected with those I care about 4.52 0.738
I use a smartphone to stay connected with friends and family through social 
networking websites (Twitter, Facebook, WhatsApp, etc.) 4.47 0.911

It is easy for me to observe others’ activities by using the smartphone 4.21 0.958
I use my smartphone to catch up with friends and relatives 4.35 0.900
A smartphone allows me to transfer photo/audio or other data with 
whomever I want to share 4.56 0.789

Overall social needs 4.42 0.674
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evaluative criteria and purchase decision, and the 
remaining four focused on the use of social needs 
as a moderator of the relationships between the 
evaluative criteria and purchase decision.

Multiple regression analysis was used to test the 
relationships relating to the fi rst four hypotheses: 
H1, H2, H3 and H4. Th e analysis revealed that 
brand name (β = 0.195; p = 0.000), product 
features (β = 0.217; p = 0.000), and convenience 
(β = 0.367; p = 0.000) had positive and signifi cant 
relationships with purchase decision, with 
convenience having the strongest relationship 
with purchase decision. Th erefore H1, H3, and 
H4 were accepted. For H2, related to price, the 
relationship between price and purchase decision 
was not signifi cant (β = 0.018; p = 0.736), 
indicating that price does not infl uence the 
purchase decision towards a smartphone in an 
emerging market context.

In order to test the remaining hypotheses, 
moderation analyses were conducted. Th e results 
of the moderation analyses revealed that social 
needs moderated the relationship between brand 
name (p = 0.001), product features (p = 0.000), 
price (p = 0.040), and the purchase decision 
about a smartphone. Th us H5, H6, and H7 
were accepted. Th e moderation analyses further 
revealed that social needs did not moderate the 
relationship between the level of convenience 

and the purchase decision (p = 0.2877) about a 
smartphone, resulting in H8 being rejected. Table 
3 below provides a summary of the hypotheses 
and the outcomes of this study’s results.

Based on the summary provided in Table 3 above, 
the conceptual model, including the results, is 
presented in Figure 2.

7. MANAGERIAL IMPLICATIONS & 
RECOMMENDATIONS 
Th e results of this study show that consumers 
consider the smartphone’s brand name (β = 0.195; 
p = 0.000), product features (β = 0.217; p = 0.000), 
and level of convenience (β = 0.367; p = 0.000) 
that the smartphone off ers when making their 
purchase decisions. In addition, the results reveal 
that social needs moderated the relationships 
between brand name and purchase decision (p 
= 0.001), product features and purchase decision 
(p = 0.000), and price and purchase decision (p = 
0.040).

Based on the results pertaining to the evaluative 
criteria, the level of convenience had the strongest 
relationship with the purchase decision about 
smartphones. Th us marketers of smartphones 
should ensure that their smartphones save the 
consumer time and eff ort to allow for consumers 
to complete tasks more effi  ciently. For instance, 
smartphone manufacturers could introduce apps 

TABLE 3: SUMMARY OF HYPOTHESES AND OUTCOMES

Hypotheses Outcome 
H1: Th e brand name of the smartphone has a positive and signifi cant infl uence 
on the purchase decision Accepted

H2: Th e smartphone’s product features have a positive and signifi cant infl uence 
on the purchase decision Accepted

H3: Th e price of the smartphone has a positive and signifi cant infl uence on the 
purchase decision Rejected

H4: Th e level of convenience off ered by the smartphone has a positive and 
signifi cant infl uence on the purchase decision Accepted

H5: Social needs moderate the relationship between the smartphone’s brand 
name and the purchase decision Accepted

H6: Social needs moderate the relationship between the smartphone’s features 
and the purchase decision Accepted

H7: Social needs moderate the relationship between the smartphone’s price and 
the purchase decision Accepted

H8: Social needs moderate the relationship between the smartphone’s level of 
convenience and the purchase decision Rejected
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and functions that allow consumers to save time. 
Th is links to product features, the second most 
important criterion that infl uences consumers’ 
smartphone purchase decisions, thus implying 
that the hardware and soft ware are important to 
consumers, and that smartphone manufacturers 
should ensure that their smartphones include 
high quality hardware and soft ware – e.g. storage 
space, a high-quality camera lens, document-
sharing capabilities, and gaming. As product 
features are important to consumers, smartphone 
manufacturers can enhance their off erings and 
outperform their competitors.

While the relationship between brand name 
and purchase decision was not the strongest 
relationship, it was still signifi cant, meaning that 
the smartphone’s brand name is important to 
consumers. Th erefore, marketers of smartphones 
should ensure that their product carries a strong 
brand name in the industry. Th is is because 
consumers make certain associations with the 
brand name – for example, that international 
brands are high quality (Reynolds, 2017). 
Th erefore, marketers of smartphones should 
ensure that their smartphone communicates the 
brand’s image. For instance, some smartphone 
brand names are renowned for off ering high 
quality products, and consumers will select the 
smartphone based on the brand. Th us marketers 
of smartphones should associate superior 
experiences and quality with their smartphone 
brand. Th is could be done by ensuring that the 
smartphone off ers the best capabilities, and that 
consumers have positive experiences with the 
brand (e.g., in-store, online) so that their brand 
becomes the fi rst choice for consumers.

Price was not found to have a signifi cant 
relationship with the purchase decision about 
a smartphone, meaning that marketers of 
smartphones should not focus their eff orts on 
pricing strategies, nor assume that consumers 
in emerging markets are only price-conscious. 
Instead, consumers in emerging markets are 
concerned with the convenience that the 
smartphone off ers, its product features, and the 
brand name it carries. Th is allows marketers 
to develop more comprehensive marketing 
strategies that communicate benefi ts and features 
rather than price.

A consumer’s social needs were found to 
moderate the relationships between brand 
name, product features, and purchase decisions. 
Th erefore, marketers of smartphones should 
ensure that theirs is the brand name of choice 
among their target population to ensure that 
consumers relate their brand to fulfi lling their 
social needs. Furthermore, as the need for 
connection is important among consumers, 
especially in emerging markets, brands should 
communicate that their smartphone off ers 
consumers the opportunity to make connections 
and to reach their friends and family. In terms 
of product features, smartphone manufacturers 
should ensure that their smartphones include 
features that allow for connections – e.g., apps, 
photo/video storage, etc. – in order to encourage 
consumers to select the smartphone based on 
its ability to allow the consumer to connect with 
their friends and family.

8. CONCLUSION 
Th is study investigated the diff erent evaluation 
criteria that consumers in South Africa use to 
make their smartphone purchase decision. Th e 
study also evaluated the role that social needs play 
in the relationship between the evaluative criteria 
and the purchase decision. Th e study showed 
that brand name, product features, and level of 
convenience impact the consumer’s smartphone 
purchase decision. In addition, the study showed 
that a consumer’s social needs (e.g., the need for 
connection) infl uenced the relationship between 
brand name and the purchase decision, as well 
as the relationship between product features and 
the purchase decision. Th ese results off er the 
manufacturers and marketers of smartphones 
the opportunity to off er products that their 
consumers in emerging markets demand, and to 
develop marketing strategies that resonate with 
their target market.
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ABSTRACT
Mass Customisation (MC) is increasingly seen as 
a strategy to survive in the competitive clothing 
fashion markets. Th is importance to retail 
sales necessitates its consideration in the South 
African context. Th ere is a paucity of literature 
on adopting MC so exploring the feasibility of 
MC for South African clothing manufacturers 
was a step in understanding what is required 
from manufacturers. Th ree corporate clothing 
manufacturers were selected for qualitative 
interviews to determine whether they currently 
exhibit identifi ed competencies from literature 
considered essential to undertake MC. Two 
manufacturers exhibited key competencies of 
communication, human capital, fl exibility and 
technology needed for MC success.

Keywords: Technology, innovation, manufac-
turing, mass customisation 

INTRODUCTION
Th e aim of the research was to explore the 
feasibility of adopting mass customisation (MC) 
by South African clothing manufacturers. Four 
key competencies to support MC in clothing 
were identifi ed from a review of academic 
literature for this study – communication, human 
capital, fl exibility and, technology: Tseng and 
Jiao (1996: 153) defi ne MC as the development of 
‘products and services that best meet individual 
customer needs with near mass production 
effi  ciencies’. MC is increasingly being explored 
in the global clothing industry as a key strategy 
for sustainability (Pine, 1993a; Pan & Holland, 

2006; Brunø, Nielsen, Taps, & Jørgensen, 2013). 
Th e main MC competencies as posited in current 
literature were used as a benchmark to assess 
South African manufacturing readiness to adopt 
customer production of individualised clothing 
for a mass market. Th e research question posed 
was–what competencies do South African 
clothing manufacturers need prior to engaging in 
MC?

PROBLEM INVESTIGATED – 
BACKGROUND TO THE RESEARCH
According to Keller, Magnus, Hedrich, Nava 
and Tochtermann (2014) few industries require 
companies to stay nimble in meeting customer 
demands as the global fashion industry. Th is is 
because continuous market change is inherent in 
fashion both because of the trend-driven nature 
of fashion consumption as well as its seasonality 
(Nenni, Giustiniano, & Pirolo, 2013; Keller 
et al., 2014). Mass manufacturing is typically 
characterised by both accurate forecasting and 
designer-led pushes (Pan, 2012). According 
to Yi, Ngai and Moon (2011) and Nenni et al. 
(2013) because ranges in the clothing industry 
are constantly being renewed and, the brevity 
of seasonal selling periods, there are oft en 
forecasting errors leading to stock-outs (no stock) 
or, high levels of unsold inventory the latter 
creating a need to discount goods in order to 
sell them. Yet mass-manufactured clothing items 
are still traditionally assembled in anticipation 
of customer demand not in response to demand 
(Claycomb, Dröge & Germain, 2005; Pan, 2012). 
As early as 1970 Alvin Toffl  er in his book titled 
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‘Future Shock’ (1970:264) foresaw society moving 
towards making the greatest ever demands 
from manufacturers for unstandardised goods. 
Stan Davis (1989: 20) named this consumption 
phenomenon as the ‘market of one’ – that of the 
individual customer. Th e concept was that as 
customers became increasingly focused on their 
own personalisations, they would be less likely to 
accept current mass-market off erings (Bellemare, 
Carriere & Baptiste, 2014). Customised clothing 
already serves a real functional need in terms of 
sizing as mass manufactured clothing only fi ts 30-
40% of customers (De Raeve, Cools, De Smedt & 
Bossaer, 2012). Tian, Bearden and Hunter (2001: 
50) note that ‘consumers acquire and display 
material possessions for the purpose of feeling 
diff erentiated from other people’. Bellemare et al. 
(2014) claim this need for uniqueness is especially 
prevalent in clothing purchasing decisions. By 
2013, one third of all Nike™ shoes sold online 
were individually customer personalised (Probst, 
Monfardini, Frideres, Demetri, Kauff mann & 
Clarke, 2013) and the requests by customers for 
personalisation is a widely felt trend in the fashion 
industry with luxury fashion retailers such as 
Burberry™ (Burberry, 2015) allowing customers 
to choose scarves in unique combinations 
of colours, fabric weights and patterns of 
their choosing, together with the option of 
monogramming their initials (Abnett, 2015). 
Th ere is nothing new about making clothing 
targeting the individual customer as fashion was 
a customised experience for many until the early 
twentieth century when mass produced ready-to-
wear clothing was fi rst adopted on a large scale 
(Business of Fashion, 2011). What is new is the 
notion that the individual customer of a mass 
market can be targeted by the manufacturer in 
an effi  cient and profi table way. MC aims to create 
advantage from the fact that customers want to be 
diff erent (Bardacki & Whitelock, 2003; Walcher & 
Piller, 2012; Weiss & Schweiggert, 2013) making 
market heterogeneity a core premise of successful 
MC. In an MC paradigm, each customer 
is a separate market (Holbrook & Hulbert, 
2002). Technological advances, particularly in 
Information and Communications Technology 
(ICT) are claimed to have enabled the application 
of mass manufacturing effi  ciencies to be applied 
to the traditional world of custom-made clothing 

(Piller, 2010; Lyons, Coronado Mondragon, Piller 
& Poler, 2012; Probst et al., 2013; Walczak, 2014). 
Th e implication of this is that customised goods 
can now be produced at near mass production 
prices (Tseng & Hu, 2014).

THE SOUTH AFRICAN CONTEXT
Th e last known study on MC in South Africa was 
published in 2000 by Radder and Louw (2000). 
Radder and Louw (2000) broadly explored MC 
as a manufacturing strategy for a number of 
diff erent types of manufacturers, none of whom 
were specifi cally referred to as being clothing 
manufacturers. Th e South African clothing 
manufacturing industry has shed 120,000 jobs 
since 1980 (Nattrass & Seekings, 2012; Moorad 
& Th omas, 2015; Moorad, 2015) and currently, 
local clothing production serves approximately 
only 60% of domestic demand (Morris & Barnes, 
2014). Nattrass and Seekings (2012) attribute this 
production to lowered trade barriers with other 
outside country producers, the relative cheapness 
of these products because they use cheaper, 
off shore labour and, a current local lack of 
commitment to invest in the country’s clothing-
manufacturing sector (Nattrass & Seekings, 2012) 
because it is compressing not expanding. Since 
clothing manufacturers mostly employ unskilled 
workers, those unemployed by a diminishing 
clothing manufacturing industry can not readily 
be absorbed into other job streams – a concern 
in a developing country (Morris & Barnes, 2014). 
Yang, Zang and Shan (2007) emphasise that ICT 
advances and close, local proximity to the local 
target markets should be key advantages for 
promoting domestic individualised customer 
products. However, shift ing production systems 
to the market-of-one requires a radical rethink 
of existing business processes (Yi et al., 2011; 
Lee & Moon, 2015) as it brings the customer in 
at the early stages of product development. Th is 
requires an inversion of the traditional mass 
manufacturing supply chains which was designer 
to customer, to where the customer is a designer 
(Holbrook & Hulbert, 2002; Weiss & Schweiggert, 
2013; Sommer, 2014). Pan and Holland (2006), 
Probst et al. (2013), Skjelstad and Th omassen 
(2014) and Tseng and Hu (2014) all agree that the 
required structural changes to a manufacturer’s 
supply and production systems are one of the 
most signifi cant implications of adopting MC.
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PROBLEM STATEMENT
Th e feasibility of adopting the manufacturing 
requirements of MC for South African clothing 
manufacturers needs to be better understood if it 
is to be considered as a viable option for future 
clothing manufacture. Th e research problem 
addressed was that there is currently no defi nitive 
literature on the competencies of South African 
clothing manufacturers to engage in MC so this 
research sought to understand if South Africa do 
indeed have the competencies already that would 
off er the opportunity to pursue MC.

LITERATURE REVIEW
To establish the key systems underpinning MC 
manufacturing, a review of relevant literature was 
undertaken. Th e complication of one-off  
customisation as in MC production is that it 
depends on meeting the exact needs of each 
customer (Senayake & Little, 2010). In fashion, 
MC manufacturing would need to rapidly 
respond to designer market information whilst 
allowing for a high variety of customer styling of 
the former (Naylor, Naim & Berry, 1999; Brown 
& Bessant, 2003). Made-to-measure apparel such 
as anticipated in individualised MC is a form of fi t 
and design online customisation which requires 
extensive input from the customer (Senayake & 
Little, 2010). MC manufacturing is demand-led 
being fi rst demanded and then supplied as 
opposed to traditional supply driving demand 
(Pan, 2012). To realise MC, businesses have to 
supply products that are individually customised 
but with minimal loss of manufacturing effi  ciency 
(Salvador, Rungustanatham & Forza Liu, 2004; 
Deitz, 2011). Bruce, Daly and Towers (2004) 
suggest that a manufacturer’s ability to deal with 
variety in demand as associated with MC, would 
be a clear indication of its agility and ability to 
survive. Serving this customer demand is 
supported in MC by continuous re-organisation 
of manufacturing processes using technology to 
help manage the resulting systems’ complexities 
of communication, human capital management, 
fl exibility of processes and, technology (Bruce et 
al., 2004). How re-organisation optimises MC is 
the fi rst component to consider in assessing the 
feasibility of adopting MC. Salvador, de Holan 
and Piller (2009) undertook an extensive study of 
MC organisations and found that the ability to 
reuse or recombine existing organisational 

resources into diff erent, robust process designs 
and manage these processes with technology, was 
one of the key determinants of successful MC 
implementation. Walcher and Piller (2012: 5) 
defi ne this adaptability as the ‘capability to reuse 
or recombine existing organisational and value 
chain resources to fulfi l diff erentiated customer 
needs’. Piller, Lindgens and Steiner (2012) claim 
this type of process redesigning can ensure that 
the increased variability of MC can be met with 
near mass-production effi  ciency and reliability if 
planned carefully. Technologies, such as laser 
cutters, 3D printers and digital patterning 
soft ware such as computer aided design (CAD) 
technology is oft en used in clothing manufacture 
from the conceptual design stage into product 
development and all the way through to the 
production process (Dabolina & Vilumsone, 
2012; Zang, Bilberg & Hadar, 2014). CAD 
soft ware is able to calculate the amount of fabric 
that will be necessary, how to best lay out the 
pattern pieces and to calculate the level of 
intricacy with regards to the production of the 
garment signifi cantly decreasing time to produce 
and, waste in terms of resources (Anderson-
Connel, Ulrich & Brannon, 2002). Additionally, 
the development of online confi gurator soft ware 
has enabled customers to digitally and remotely 
construct their desired customisation of products 
(Anderson-Connel et al., 2002). Th e ICT 
interaction between the customer and the clothing 
manufacturer is suggested to consist of three 
principal components (Peterson, Larsson, 
Mujanovic & Mattila, 2013). Firstly, a core 
soft ware confi guration component is needed 
which guides the customer through the process of 
designing the product using prompts; secondly, 
there needs to be a realistic computer simulation 
of the confi guration enabling the customer to 
visualise their designed product; fi nally, 
computerised analytical soft ware needs to 
translate individual orders into lists of materials 
with information required for production. Th is 
type of customer-driven planning is possibly the 
most challenging aspect of applying MC, as it 
defi es conventional supply chain management 
processes that to-date have a designer-led mass 
product development approach (Tseng & Hu, 
2014). It is during the production phase that the 
majority of costs are incurred and the quality and 
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lead-time of a garment are determined 
(Zangiacomi, Zhijian, Sacco & Boër, 2004; 
Senayake & Little, 2010; Daaboul, Da Cunha, 
Bernard. & Laroche, 2012). Consequently, Pan 
and Holland (2006), Probst et al. (2013), Skjelstad 
and Th omassen (2014) and Sommer (2014) 
indicate that MC usually results in a need for 
structural changes to other, interrelated 
manufacturing systems. One major change 
needed for MC manufacture is recognition by the 
manufacturer of the point on production of each 
individualised category of garment. Th is is the 
point at which the manufacturer decides to hand 
over the fi nalisation of a product to the customer 
defi ned specifi cations. Th is is known as a 
decoupling point that manufacturers need to 
understand and plan for calculating for the gap 
between parts of the garment made-for-stock 
(traditional mass manufacturing design-led 
push) and parts that with MC, become made-to-
individualised-order (customisation by individual 
demand-led pull) (Lui, Choi, Yen & Ng, 2012). 
Senayake and Little (2010: 287) note that there 
will be a distinct ‘customer order decoupling 
point’ which will vary dependent on the type of 
garment. Understanding the placement of the 
decoupling point in a process redesign is 
considered key to MC type manufacturing (Lui et 
al., 2012). Th e practice of deciding on the 
decoupling point in MC manufacture is closely 
related to the concept of postponement based on 
delaying actual manufacture until full knowledge 
of the customer’s requirements is known (Su & 
Chuang, 2011). In an MC process this would 
mean that the entire physical production cycle is 
postponed until placement by the customer of 
their confi rmed order (Su & Chuang, 2011). 
Postponement eliminates virtually all resource 
waste (time, materials and human capital) thanks 
to having perfect information about the customer’s 
needs (Su & Chuang, 2011) but impacts on the 
ability to utilise mass manufacturing effi  ciencies 
such as buying in bulk for discounts on volume 
(Piller, 2010; Liu et al., 2012). Adopting MC 
requires manufacturers to assent to planning for 
fl exibility as a management characteristic 
constantly assembling and reassembling their 
production processes (Pine, 1993b; Claycomb et 
al., 2005; Labarthe, Espinasse, Ferrarini & 
Montreuil, 2006; Pan & Holland, 2006; Senayake 

& Little, 2010; Xiaosong, Gensheng, Liu & Heim, 
2011; Yi et al., 2011; Stump & Badurdeen, 2012; 
Probst et al., 2012; Brossog, Merhof & Franke, 
2014; Roh, Hong & Min, 2014; Walczak, 2014). 
Flexibility is the second component considered in 
determining the feasibility of a manufacturer 
adopting MC. Hu (2013:3) defi nes MC fl exibility 
as creating reconfi gurable systems to ‘create high 
variety in the fi nal assembly through 
combinational assembly’. Th is fl exibility leads to 
considerable competitive advantage as every 
customer’s needs can be fulfi lled (Claycomb et al., 
2005). According to Manivelmuralidaran (2015) 
aspects of lean manufacturing must not be 
forgotten in achieving MC manufacturing 
capabilities. Lean means being prepared to 
manufacture with agility, by minimising wasted 
resources using highly optimised, uninterrupted 
processes that espouse fl exibility, quality 
production, and managed production cost 
simultaneously addressing fast responses to 
customer demand (Taj & Morosan, 2012). 
Modular production can answer these 
requirements for MC accommodating lean 
manufacturing principles while producing 
customer driven garment variety (Mehrsai, 
Karimi & Th oben, 2013; Zang, 2014). Various 
components of a garment are independently 
designed and manufactured (modularisation) 
then assembled uniquely to satisfy customers’ 
heterogeneous needs (Kalaoglu & Saricam, 2007; 
Daaboul, Bernard & Laroche, 2012; Mehrsaia, 
Henriksena, Røstadb, Hribernika & Th oben, 
2014; Tseng & Hu, 2014). Flexible manufacturing 
through modularity depends heavily on the 
organisation also having adaptive human capital, 
the third component to be considered in adopting 
MC manufacturing (Bhattacharya, Gibson & 
Doty, 2005). Adaptive human capital means 
employees will be required to deal with novel and 
sometimes ambiguous tasks prescribed by 
designing customers (Piller, 2010). Additionally, 
employees need to be able to competently move 
their skills and knowledge within the modularised 
production systems (as the systems are redesigned 
to meet production demands) oft en working with 
new people in cross-functional teams created 
once-off  for specifi c garment runs (Stump & 
Badurdeen, 2012). Th is concept of modularised, 
mobile teams is sometimes referred to as 
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designing teamwork sewing systems (Lin, Moore, 
Kincade & Avery, 2002). With both human capital 
deployment and manufacturing processes 
constantly changing, a management style with 
the ability to design fl exible systems while 
ensuring employee skills development to meet 
changing customer demands, become imperative 
in support of MC (Kincade, Kim & Kanakadurda, 
2013). To make the best managerial decisions for 
each MC scenario, managers need accurate and 
timeous information so communication for 
information sharing is the fourth and fi nal 
component to be considered in this paper in 
adopting MC. Numerous authors mention the 
necessity of information sharing within and 
without the manufacturing organisation to 
achieve this integration of human skills, lean 
manufacturing principles and modularisation 
that bring fl exibility to the MC production 
systems (Mikkola & Skjøtt-Larsen, 2004; Potter, 
Breite, Naim & Vanharanta, 2004; Zangiacomi et 
al., 2004; Chaudry & Hodge, 2012; Pan, 2012; 
Probst et al., 2013; Roh et al., 2014; Walczak, 
2014). For instance, Chaudry and Hodge (2012) 
aft er studying the clothing industry in relation to 
decoupling points and postponement highlight 
that it was successful information sharing 
practices with suppliers that enable accurate 
integration of these concepts into manufacturing 
processes. Orchestrating the fl ow of MC goods 
facilitated by constantly changing modularised 
production systems involving multiple 
stakeholders, requires managers to undertake 
complex analyses prior to decision-making with 
the tractability for continuous adjustment as new 
information becomes available (Labarthe et al., 
2006). Th e variety and volume of data that needs 
to be shared in the MC systems requires 
information fl ows that are planned and eff ectively 
confi gured if they are to deliver value (Mikkola & 
Skjøtt-Larsen, 2004; Pan, 2012). To facilitate 
optimised communication, Mikkola and Skjøtt-
Larsen (2004), Xiaosong et al. (2011), Liu and 
Deitz (2011) and Pan (2012) fi rstly recommend 
managerial focus on collaboration to be able to 
make joint decisions with the help of external 
supply partners. Secondly, communication must 
take place at multiple levels of management both 
operational and strategic; there needs to be a 
strategic exchange of long-term ideas at the top-

level, a tactical exchange on how to deliver on a 
seasonal level, and an ongoing, daily exchange 
through forecasts if lean manufacturing principles 
are to be attained. To ensure the integrity in the 
information shared between internal managers 
and suppliers, Zangiacomi et al. (2004) note that 
suppliers have to be able to load their own 
production and supply status onto the MC 
organisation’s ITC system so that there is always 
an up-to-date, two-way fl ow of information 
across the entire organisation and strategic 
partners. Liu and Deitz (2011) maintain that 
these practices result in production lead-time 
reduction and products that better meet customer 
demands. Th e most important tool for this 
information sharing is technology in the form of 
product data management systems (Pan, 2012; 
Roh et al., 2014). To ensure alignment in the MC 
processes, ICT measurement tools can then be 
utilised such as joint performance measures, joint 
performance monitoring and collaborative 
forecasting (Min, Roath, Daugherty, Genchev, 
Chen, Arndt & Richey, 2005). All four discussed 
concepts have importance when adopting MC 
and literature highlights how integrated they need 
to become to support lean manufacturing 
(Dabolina & Vilumsone, 2012). Bellemare et al. 
(2014) note however that the clothing industry 
has to-date displayed relatively non-integrated 
technological systems. Pan (2012) also states that 
not only do clothing manufacturers resist 
technology advances but even if they do adopt 
ICT for MC, they are prone to hiring practices 
that do not attract the best technically competent 
talent needed to realise ITC related MC strategies. 
A strategy for improving technological literacy is 
adequately training operators and managers in 
order to improve not only employee morale as 
they become competent but also to boost process 
performance in the MC business specifi c 
functions of the as fi rm communication, human 
capital, fl exibility and, technology (Bellemare et 
al., 2014).

RESEARCH METHODOLOGY
Th e paradigm that was adopted for this study 
was pragmatic in nature. Th e pragmatic 
paradigm is concerned with understanding the 
‘what’ and ‘how’ in terms of what is required 
for South African manufacturers to adopt MC 
as to how will it be possible to deliver to the 
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four competencies highlighted (Wilson, 2014). 
Since there was very little known about the 
feasibility of adopting MC by South African 
clothing manufacturers, this study assumed an 
explorative, case study approach typically used 
when the subject of study is relatively new and 
the researcher seeks to gain an overall insight and 
comprehension (Babbie & Mouton, 2011). Yin 
(2009: 18) defi nes a case study as an ‘empirical 
enquiry that investigates a contemporary 
phenomenon in depth and within its real-life 
context’ as with this research with assessing 
MC for South Africa. Th e case study approach 
also enabled a holistic, rich understanding to be 
gained of selected South African manufacturing 
processes that could lend knowledge to how MC 
might be adopted by others (Saunders, Lewis & 
Th ornhill, 2009). According to MacCarthy (2013: 
7337), MC is especially viable for ‘niche clothing 
manufacturers such as corporate clothing’ to 
consider because of their existing manufacturing 
resources. Corporate clothing manufacturers deal 
with great variety and individualisation in styles 
and order quantities, and it was important that 
the participants of this study were chosen from 
the managers of three South African corporate 
clothing manufacturers. A decision to interview 
three participants, one from each of the three 
corporate clothing manufacturers was useful 
in providing a measure of triangulation in what 
each said, against the background of previous 
academic fi ndings. Th e exploratory nature of this 
study called for the collection of rich, descriptive 
data which implied that the study’s methodology 
was qualitative in nature (Babbie & Mouton, 
2011) making use of semi-structured, open-
ended, one-on-one interviews. Th e participant 
selection method utilised was purposive 
ensuring participants who are knowledgeable 
about individualised, customised production, 
were interviewed (Babbie & Mouton, 2011). 
Qualitative interviews are fl exible so suited to this 
exploratory research providing for the possibility 
of the researcher probing participant comments 
to better understand their situation (Saunders 
et al., 2009; Yin, 2009). Th e ethics of this study 
adhered to those required by the University under 
which this research was undertaken. Th ese ethics 
adhered to maintaining anonymity, confi dentiality 
and the right to withdraw at any time of all 

participants. A profi le of the participants all based 
in Johannesburg follows highlighting their ability 
to answer knowledgeably in the context of their 
respective companies:

• Manufacturer 1–Employees: 300; Participant 
position: the managing director (time in 
this position 3 years; industry experience 22 
years); His responsibilities included sales, 
range development, raw materials purchasing, 
patterns, garment engineering, operational 
logistics. 

• Manufacturer 2–Employees: 400; Participant 
position: the technical manager (time in 
this position 6 years; Industry experience 
43 years). His responsibilities included raw 
materials purchasing, garment engineering, 
production. 

• Manufacturer 3–Employees: 600; Participant 
position: Production manager (Time in this 
position 15 years; Industry experience 20 
years). His responsibilities included range 
development, raw materials purchasing, 
patterns, production. 

Interviews followed an interview guide to ensure 
that specifi c topics were covered with regards 

to the roles of the reviewed MC competencies 
of technology, fl exibility, human capital and 
communication (Bryman & Bell, 2011). Each 
participant interview was conducted face-to-
face lasting two hours, and verbatim transcripts 
were made from each interview. Interviews were 
analysed using content coding seeking evidence 
of the four competencies. Th e limitation of 
this study is that it focused only on corporate 
manufacturers not a wide variety of unspecialised 
mass production clothing manufacturers.

FINDINGS
Technology 
Anderson-Connel et al. (2002) and Probst et 
al. (2012) indicate that constantly emerging 
computer technologies have driven the potential 
for all manufacturers to attain the competencies 
required to support MC. Manufacturer 1 felt 
technology had limited use for his factory noting, 
‘everything in our business is essentially manual–
not run by soft ware’. Yet surprisingly it was only 
Manufacturer 1 who had tried accepting one-
off  orders via a website as would be considered 
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a prerequisite in MC. ‘We created a website 
where you could create your own garment. You 
could pick just a shell [garment] shape, click to 
change the colour. We loaded 3,000 shell styles 
for pockets, bodies etc. Following the submission 
online of the fi nal coloured drawing by the 
customer, the factory would send a professional 
drawing back to the client with all the little bits 
like draw-cords and tassels. However the website 
was used only twenty times in fi ve years despite 
being advertised through over two thousand 
promotional agencies’. Manufacturer 1 had tried 
to decouple customer preferred design from his 
organisation’s control using the website input 
from the customer as the decoupling point. He 
was not certain why the website failed to attract 
customers but partly attributed it to the clients’ 
need to have their imagined design drawn 
for them and with them by factory staff . Th ey 
did not have the confi dence to do the design 
themselves. Th is statement echoed Bellemare 
et al. (2014: 95) fi ndings that customers ‘lack 
of experience and knowledge may limit their 
ability to determine what it is that they want in 
terms of individualised mass customisation’. A 
factor to consider is that in corporate clothing 
manufacturing, the customer is actually spending 
her company’s money not her own which may 
make them fearful of making a wrong choice. Th is 
draws attention to the fact that this research only 
on corporate manufacturers does not establish if 
the independent shopper feels diff erently about 
ordering and paying entirely online. Production 
fl exibility for facilitating MC was inferred in 
reviewed academic studies to require the ability 
to assess where to place decoupling points and 
how long to make production postponement in 
reconfi gured internal production systems such as 
these (Tomastik, Luh & Liu, 1996; Tseng & Hu, 
2014). Bellemare et al. (2014) also indicated that 
the manufacturer can be to blame in resisting 
advances in technology that support MC and 
indeed Manufacturer 3 was not enthusiastic 
about customers creating one-off  garment 
designs online, ‘garments are about touch-and-
feel… it might look beautiful online but you 
can’t touch and feel what the fi nal item is like. 
It could lead to under-delivering on customer 
expectations’. Manufacturer 1 had concerns over 
the technical production diffi  culties that could be 

associated with MC online design, ‘you can’t just 
have anybody put what they like on the online 
design because not everything they put works 
when producing the garment’. Manufacturers 2 
and 3 displayed a lack of understanding of how 
new ICT solutions could overcome these hurdles 
and in doing so both manufacturers removed 
the opportunity to decouple customer design 
from their own hands and place it wholly in 
their customers hands. All three manufacturers 
did however exhibit enthusiasm for specifi c 
technologies. Fogliatto, da Silveira and Borenstein 
(2012) suggested that CAD is the most frequently 
used form of advanced clothing manufacturing 
technology and it is required for MC. Indeed 
all three manufacturers use the French Lectra 
(2018) system for CAD. Lectra (2018) is one of 
the largest global suppliers of soft ware to the 
textile and apparel industries (Anderson, 2005). 
Manufacturer 3 noted that having technology 
however oft en leads to a ‘need for expertise from 
outside their company with sometimes a week’s 
delay in getting Lectra support as IT support is 
from France’. Th is makes reliance on buying more 
MC suitable ICT soft ware solutions debatable as 
to its value for manufacturing in a South African 
context as most of these technologies will be 
bought from and oft en supported from overseas 
companies. Manufacturer 2 indicated that he had 
a very good ICT technician in-house but worried 
because the technician, vastly experienced with 
many CAD soft ware problems, is ‘past retirement 
age already’. Manufacturer 2 had found that 
recently ‘Lectra can sometimes do repairs [to 
soft ware] remotely from France’. Manufacturer 2 
noted ‘going fully automated has disadvantages as 
we do not have the technical skills in South Africa 
to maintain all this new technology’. It seems that 
the skills of specialised soft ware support staff  is 
lacking. Manufacturer 3 had invested in enterprise 
resource planning (ERP) soft ware a technological 
enhancement for management (Pan, 2012) to 
aid the communication of critical information 
between internal and external business systems 
when making decisions. Manufacturer 3 noted 
that the ERP had improved their resource 
management for instance the visibility on their 
stock levels, which used to be manually counted but 
with ERP, stock levels are instantly known saving 
money on reordering by giving ‘information now’ 
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and a kind of postponement point to deciding 
when raw material stock is needed. Ziangcomi 
et al. (2004), Pan (2012) and Roh et al. (2014) all 
mention that ERP systems enable MC specifi cally 
assisting communication in so doing supporting 
the principles of lean manufacturing. However, 
Jitpaaiboon and Sharma (2012) and, Moutzis 
and Doukas (2014) both warn of the set-up and 
maintenance costs associated with CAD and ERP 
systems.

Flexibility 
Corporate clothing production works best where 
the clothing item is only manufactured on a 
customer’s order (Kalaoglu & Saricam, 2007). 
All participants from the three manufacturers 
believed they are demand-led manufacturers and 
that serving their corporate customer necessitates 
that they demonstrate daily fl exibility in their 
production processes. Hu (2013) stated that 
achieving a wide variety in types of production 
items is encouraged with an assembly process 
that allows for fl exibility in the combination of 
its design elements but Hu also notes that this 
is technically challenging for the managers of 
production systems. Each of these manufacturers 
believed their systems demonstrated fl exible 
production by being able to constantly change 
their construction processes varying colours, 
styles and order quantities as required by the 
customer. Th is fl exibility, also a prerequisite for 
successful MC, was considered by each to be 
key to their own success with their customer 
markets. Manufacturer 2 stated, ‘every corporate 
wants their own identity so you’ve got to be 
fl exible in production’. Flexibility is needed 
according to Manufacturer 3 because ‘every 
garment we manufacture for corporate wear is 
specifi cally designed for an individual person’. 
Manufacturer 1 agreed with Hu (2013) as to the 
complexity of attaining fl exible systems, noting 
‘the corporate market is however very diffi  cult 
to manage technically in the factory because of 
this inherent fl exibility required of every element 
of the production processes’. Manufacturer 2 
indicated that he regularly changed machinery to 
diff erent positions on the factory fl oor, ‘so we have 
smooth fl ows’. Moving machinery into diff erent 
confi gurations had proved very successful for this 
manufacturer. Manufacturer 1 had tried moving 
machinery but found it unproductive due to his 

physically large factory size, ‘by the time you’ve 
moved everything around you’ve lost half a day’. 
He instead relied on creating smooth production 
fl ows by moving his staff  changing staff  roles on 
the production line. Lin, Moore, Kincade and 
Avery (2002) and Stump and Badurdeen (2012) 
indicate this as a very successful option to vary 
production demands. Another way to gain 
varied production was through modularisation 
of tasks. Baldwin and Clarke (2003), Sudarsham 
and Rao (2013) and, Tseng and Hu (2014) 
indicated that modularised production processes 
lend themselves to technically complex work as 
required for MC. Manufacturers 2 and 3 both 
implement a degree of modular production. 
Manufacturer 2 noted that due to the complexity 
in managing and integrating stand-alone modules 
‘the only modules that we do implement very 
successfully are things standard on every garment 
in this case embroidered pockets individualised 
by embroidery of corporate logo but standardised 
in shape’. Manufacturer 2 noted that even with 
this limited degree of modularisation it gained 
a competitive advantage. Separating the pocket 
manufacturing into a stand-alone module that 
later integrated to attachment on the entire shirt 
was very eff ective in producing small runs of 
shirts very quickly, and dealing with frequent style 
change requests from the customer such as would 
be experienced in MC production. Manufacturer 
3 had modularised by what he termed, ‘mini 
factories within his factory’ consisting of ‘small 
little teams of about 20-25 people’ forming 
‘little cells that each function independently’. 
As regards keeping costs down in support of 
lean manufacturing principles, Walczak (2014) 
has noted that fl exible manufacturing systems 
should make it possible to create single garment 
orders without a signifi cant increase in costs. Yet, 
Manufacturers 2 and 3 indicated there was an 
extra cost on individualised garment creation as 
they had to travel to the client’s site to measure the 
staff  member. Manufacturer 2 explained going to 
the customer site to measure was part of retaining 
their customers (a competitive advantage in their 
eyes) who seek ‘quicker and quicker turnarounds’ 
and appreciate this eff ort to speed up their order 
delivery. Neither Manufacturer 2 nor 3 had 
considered using technology (laser scanning) to 
help do the fi t online. Th e South African customer 
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sees the service of the manufacturer’s personal 
attendance at their own business as part of the 
individualised service off ering and value. To 
further improve response times Manufacturers 
2 and 3 also hold fabric stocks as recommended 
by Cheng and Choi, (2010:55) but this comes at 
a cost and can lead to overstocking which does 
not facilitate lean systems of manufacturing 
(Taj & Morosan, 2012). Manufacturer 3 stated 
though that holding fabric rather than made-up 
garments was another competitive advantage. 
He considered cost was actually reduced by 
holding, ‘raw material rather than inventories 
of completed products because we can still 
convert it quickly in numerous ways’. Th is draws 
attention to a diff erent concept of postponement 
displayed by this manufacturer in that waiting 
for a customer to place a confi rmed order before 
getting the production process started (including 
getting materials) could be speeded up by the 
postponement of raw material ordering (the 
materials are already in stock). Postponement 
of raw material stock ordering until the order 
has been placed are posited by several authors 
(Cheng & Choi, 2010; Piller, 2010; Su & Chuang, 
2011; Chaudry & Hodge, 2012) as a benefi t of MC 
in terms of not having funds tied up in stock, but 
this activity has not proved valuable for this South 
African manufacturers. Manufacturer 2 and 3 
noted that this was because materials lead-time 
on ordering slows down supplying the customer.

Human capital 
According to Bhattacharya et al. (2005) fl exible 
manufacturing through modularity requires 
adaptive human capital. Adaptability in staff  
would be evidenced in both their ability to work 
in teams and in their individual wide range of 
skills (Lin et al., 2002). Modular production is the 
most interactive of all production forms requiring 
employees to have strong relationship-building 
skills to facilitate teamwork (Piller, 2010). Both 
manufacturers 2 and 3 make use of one-off  
team compilation in order to achieve modular 
production. Manufacturer 2 noted however that 
his teams are always managed by team leaders 
who each could complete a garment from start 
to fi nish to show the team how and what to do. 
Kincade et al. (2013) indicate that individual 
employee training is essential when in modular 
production and both Manufacturers 2 and 3 

have internal training schools. Manufacturer 1 
does not have a training school and so only hires 
staff  with experience on his machines. Bearing 
in mind this manufacturer avoids all types 
of technology in his factory except for CAD, 
Manufacturer 1 does not need staff  to have ICT 
expertise to work on his production systems. 
One of the chief factors aff ecting productivity for 
Manufacturer 2 is employee absenteeism, but here 
modularisation proves very useful. Th e presence 
of modular production as needed in MC reduces 
the impact of absenteeism (Sudarsham & Rao, 
2013) and Manufacturer 2 has trained a pool of 
extra operators available to combat absenteeism 
creating a type of adaptive human capital.

Communication 
When asked what their key criterion was for 
choosing one supplier over another, the three 
participants unanimously chose stability attained 
through superb communication with their 
supplier. Manufacturers 1 and 2 pointed out that 
the level of communication in the relationship 
leads to consistency in behaviour and reliability 
in support. Manufacturer 3 stated ‘we choose to 
deal with suppliers that support us’. Roh et al. 
(2014) indicate that to be successful with MC the 
manufacturer must actively implement socio-
relational integration with its strategic suppliers. 
Manufacturer 1 communicates with suppliers on 
an ad-hoc basis ‘it’s sort of supply and demand 
communication’. Manufacturer 2 encouraged 
suppliers to ‘come and see us, discuss, sit down, 
bring new products’ and ‘our suppliers come in 
at least once a week’. Manufacturer 2 believed 
that personal contact is very ‘important because 
you get to know your supplier and your supplier 
gets to know you and this saves you time and 
money’. Manufacturer 3 stated that his company 
communicates with suppliers ‘probably on a 
daily basis to fi nd out what they can supply, what 
they have heard about the market’. Manufacturer 
3 was concerned about the negative impacts 
of maintaining relationships over an entirely 
electronic interface instead of having face-to-
face meetings, ‘I think you will lose the personal 
interaction that give measurable value to the 
production’. While all three manufacturers agree 
their success is in large part all about their supplier 
relationships, manufacturers 2 and 3 demonstrate 
here that they encourage a more performance-
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orientated way of managing their supplier 
relationships. Manufacturers 2 and 3 underscore 
the empirical literature that constant fl ows of 
updated information about market dynamics 
and demand patterns are necessary for the MC 
supply chain to succeed (Probst et al., 2013; Roh 
et al., 2014). However, none of the manufacturers 
had their suppliers linked to an ERP system to 
electronically update information as suggested by 
Pan (2012) and Roh et al. (2014).

MANAGERIAL RECOMMENDATIONS 
Th e presence of competencies such as 
technology adoption, fl exibility in production, 
communication with suppliers and, human capital 
development are considered key management 
features in empirical literature from outside of 
Africa on MC preparedness. Th e research has 
shown that in a South African context, two of 
the three manufacturers are already surprisingly 
well adapted to deliver to some extent on the four 
MC production concepts. Th is suggests that mass 
customisation on a larger scale has potential for 
clothing manufacturers. Th e fi ndings that all three 
manufacturers have invested in CAD technologies, 
that one (although unsuccessful) had tried online 
bespoke customer product design, and one had 
invested considerable money in an ERP system 
contradicts global research (Bellemare et al., 2014) 
and South African (Morris & Barnes, 2014) on 
MC clothing manufacturers’ general reluctance 
to improve systems and unwillingness to invest in 
generally supportive technologies. South Africa’s 
manufacturing management embraces the use of 
technology and have been shown in this research 
to be ready to innovate to facilitate MC activities.

CONCLUSION
A limitation of the study is that the perspectives 
of potential customers for mass customised 
goods have not been investigated by this research. 
Th is is recommended for consideration in future 
research as to why mass customisation to-date 
has not become a South African customer service. 
Th e research question has been addressed as 
to what competencies South African clothing 
manufacturers need prior to engaging in MC 
proving evidence that existing manufacture 
strategies being adopted for MC do encompass 
creativity and application in technology adoption, 
fl exibility in production, communication with 

suppliers and, human capital development. Th is 
research highlights that what is construed as 
reluctance may in some cases be because ICT 
systems cannot be supported locally. Adoption 
of MC by South African clothing manufacturers 
is possible especially since it is supported by 
expertise in modularisation, employee team 
systems and communication networks in-
country through locally based corporate clothing 
manufacturers.
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ABSTRACT 
Th e issue of farming especially leafy vegetables 
is receiving much attention from the South 
African government with its program of land 
re-distribution. Th e Africanisation of the 
curriculum is another dimension which has 
infl uenced research on the African continent, 
testing traditionally known academic theories 
based on European samples on African samples. 
It is therefore critical that research on matters 
of marketing of leaf vegetables be undertaken 
to contribute to policy formulation and provide 
much needed knowledge to suppliers/farmers on 
how to successfully market their products. Th e 
purpose of this research paper was to investigate 
if customer loyalty predicts the outcomes of trust, 
commitment, word-of-mouth and repeat purchase 
in the South African leafy vegetable market. Data 
was collected through convenience sampling 
technique using self-administered questionnaires 
with the assistance of research assistants. A total 
of 367 respondents completed the questionnaires. 
A structural equation modelling technique using 
the partial least squares (PLS) approach was 
used to analyse the data. Th e results depict that 
customer loyalty has a signifi cant infl uence on 
trust, commitment, word-of-mouth and repeat 
purchase in the South African context of leafy 
vegetable market. Th is study has implications 
for both policy formulation, managerial and 
academic decision makers are outlined.

Keywords: Customer loyalty, Commitment, 
Trust, Word-of-mouth, Repeat purchase 

INTRODUCTION (RESEARCH PROBLEM 
AND OBJECTIVES). 
Commitment, trust, loyalty and satisfaction are 
believed to be essential elements of building active 
relationships in achieving and sustaining business 

viability, (Vesel & Zabkar, 2010; Segarra-Moliner, 
Moliner-Tena & Sánchez-Garcia, 2013). However, 
scholars disagree on how the above-mentioned 
constructs relate to each other, as their relationship 
is said to be dependent on the type of products/
services, sample characteristics, industry sector 
among others (Mpinganjira, Bogaards, Svensson 
& Mysen, 2014). Customer loyalty is said to be 
an outcome of trust and commitment (Farrelly & 
Quester, 2005). Other authors, (Kantsperger and 
Kunz 2010; Taleghani, Choobeh & Mousavian 
2011) state that customer loyalty is a root for trust 
and commitment. However, Farrelly and Quester 
(2005) discuss that customer loyalty is caused by 
trust and commitment, similarly, (Kantsperger 
and Kunz 2010; Taleghani et al. 2011) maintain 
that customer loyalty is a root for trust.

Moreover, although understanding customer 
loyalty is a prerequisite to promoting a viable 
leafy market sector, most studies on the 
antecedents and outcomes of customer loyalty 
are based on manufacturer-supplier relationships 
(Mpinganjira, et al., 2014; Mbango, 2015) without 
studies done on specifi c industries. Th erefore, 
there is a dearth of research on the outcomes 
of customer loyalty in the leafy vegetable sector 
particularly as it regards to the South African 
market and Africa in general. Th erefore, in this 
study the researcher position trust, commitment, 
word-of-mouth, and repeat purchase as outcomes 
of customer loyalty in the South African leafy 
vegetable market. Th is is done to validate the 
argument that the relationship between the 
constructs (trust, commitment and loyalty) are 
dependent on sample characteristics, product 
off ering and industry sector.

According to Mpinganjira et al. (2014) most 
studies on the outcomes of customer loyalty are 
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grounded on manufacturer-supplier relationships, 
without studies conducted on specifi c industries. 
Moreover, this study is aimed at the relationship 
between supplier-consumer relationship. 
Although there seems to be numerous studies 
on customer loyalty, it seems that there is limited 
research on the outcomes of customer loyalty in 
specifi c industry sectors like the leafy vegetable 
market. Th is study therefore, aims to close this 
gap by investigating the outcomes of customer 
loyalty in the South African leafy vegetable 
market. It is therefore anticipated that this 
research will contribute to managerial decision 
making regarding the marketing of leafy vegetable 
products to consumers. Th is study sets to improve 
the understanding of this issue by examining the 
outcomes of customer loyalty in the South African 
leafy vegetable market. Th e fi ndings of this study 
may have implications for theory and managerial 
decisions aimed at promoting customer loyalty in 
the South African leafy vegetable market.

BACKGROUND INFORMATION 
Dike (2018) state that agriculture is the strength 
of many African economies. Approximately 
86 percent of people from rural areas in Africa 
depend on agriculture as a mean of living (Tita, 

2008). Meaning agriculture plays an important 
role in the society because it fi ghts poverty, 
provide food and further build the African 
economic growth.

In South Africa there are more than 100 diff erent 
plants that are consumed as leafy vegetables 
(Wehmeyer & Rose, 1983). African people 
mutually call these plants gushe (Tsonga), morogo 
(Sesotho, SePedi) or imifi no (isiZulu, isiXhosa), 
known as leafy vegetables in English. Leafy 
vegetables are harvested from fallow, cultivated 
fi elds or wild fi elds (Mamboleo, Msuya & Mwanri, 
2018). South African agricultural research 
focused on mono-cropping systems and large-
scale commercial farmers in the previous decade 
(Vorster, Van Rensburg, Van Zijl & Venter, 2005). 
Hence, Van Rensburg et al. (2007) mention that 
the consumption of leafy vegetables in South 
Africa is as old as the history of modern man.

LITERATURE REVIEW (HYHPOTHESES 
DEVELOPMENT AND RESEARCH 
FRAMEWORK)
Customer loyalty is associated with a positive 
relationship between the business and customers 
by means of consistent purchase of products/

FIGURE 1: PROPOSED RESEARCH MODEL FOR OUTCOMES OF CUSTOMER LOYALTY 
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services from the same business (Oliver, 1999). 
Th is means that customer loyalty refers to a 
committed consumer that continues to buy 
products constantly over time by not switching 
to a competitor’s products (Mostert, Petzer & 
Weideman, 2016).

Huang, Tsang and Zhou (2011) opines that 
customer loyalty happens when consumers 
endure their affi  liation with a business to repeat 
purchases. Loyal customers recommend products 
via word-of-mouth.

Satisfi ed customers have a tendency of repeating 
their purchases or recommending products to 
their family members and friends and stay loyal 
to leafy vegetables consumption (Suki, 2017). 
Satisfi ed customers recommend products via 
word-of-mouth.

Th e current research study proposes a research 
model (Figure 1), that recognise trust, 
commitment, word-of-mouth, and repeat 
purchase as outcomes of customer loyalty in the 
South African leafy vegetable market.

Th e following sections discuss the hypotheses in 
the proposed research model.

Trust 
Trust is generally a tendency of believing in the 
reliability of other people, including individuals, 
groups or institutions. Meaning trust is linked 
with faith in humanity and more willingness 
to deal with other people regardless of the 
others’ attributes (Alhidari, Veludo-de-Oliveira, 
Yousafzai & Yani-de-Soriano, 2018). Trust is 
the level of self-assurance between associate’s 
reliability and integrity, which plays an important 
of building marketing relationships for a business 
(Morgan & Hunt, 1994). Trust is an expectation 
when fi duciary excellent performance, 
accountability and obligation are forthcoming. 
Rampl, Eberhardt, Schütte & Kenning (2012) 
state that when a business satisfi es the consumer’s 
needs, trust gradually develops. Consumers 
trust is essential in producing, building and 
maintaining confi dence in leafy vegetable 
products (De Jonge, Frewer, Van Trijp, Renes, De 
Wit & Timmers, 2004). Consumers trust in the 
leafy vegetables industry plays an essential role 

as it infl uences the consumers buying behaviour 
(Ariyawardana, Ganegodage & Mortlock, 2017). 
Norazah (2013) highlights that consumers trust 
to purchase leafy vegetables that are not harmful. 
Th erefore, in this study it is proposed that trust is 
an outcome of loyalty. Loyal customers are likely 
to be trusting the supplier.

Th erefore, the fi rst hypothesis can be formulated 
as:

H1: Customer loyalty has a positive infl uence on 
trust.

Commitment 
Commitment is defi ned as an ongoing need 
to preserve a good relationship (Moorman, 
Zaltman & Deshpande, 1992). Commitment is 
when the business believes there is a continuing 
relationship with the consumers and it is vital, 
however maximum eff ort is needed in order to 
maintain it. Homburg, Bornemann and Kretzer 
(2014) discuss that consumer commitment does 
not only depend on the quantity and quality of 
the behavioural suggestions that consumers 
provide, but also on the communication between 
the salesperson and consumers. Commitment is 
a reliable predictor for customer loyalty, as it has 
a countless infl uence on consumer’s purchasing 
behaviour (Rubinson & Baldinger, 1996). Th is 
argument is generally drawn from the western 
developed countries. However, from African 
perspective, customer loyalty is said to infl uence 
commitment (Wali, Wright & Uduma, 2015). 
Hence, the study proposes that commitment is 
perceived as an outcome of customer loyalty. Th e 
second hypothesis is:

H2: Customer loyalty has a positive infl uence on 
commitment.

Word-of-mouth 
Cantallops and Salvi (2014) defi ne word-of-
mouth (WOM) as an informal, person-to-person 
communication between a non-commercial 
communicator and a non-commercial receiver 
regarding a product or a service. Baker, Donthu 
and Kumar (2016) state that the aim of WOM is 
to infl uence the consumers purchasing behaviour.

WOM is one of the oldest and most reliable 
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marketing mechanisms (Dasgupta & Kothari, 
2018). What consumers decide to communicate 
with other consumers is informed partly by 
societal risks (De Angelis, Bonezzi, Peluso, 
Rucker & Costabile, 2012). WOM is a means 
of understanding how things work (Baker et 
al., 2016). Th is refers to understanding how 
consumers spread information, news and 
opinions with other consumers. Normally 
consumers have conversations about service they 
experienced or even become happy about an 
excellent service they received or complain about 
the service they received. Berger (2014) add that 
by saying that consumers further gossip about 
the business, political issues, co-worker, and even 
start rumours. WOM literally comprises of word-
of-mouse (online discussion) or face-to-face 
direct recommendations (Berger, 2014). WOM, 
amongst others, WOM is used as a source of 
information for consumers that are interested in a 
product (Cantallops & Salvi, 2014). Westby (2018) 
mention that WOM is an essential technique to 
develop and evaluate personal narratives. WOM 
is an element of marketing communication that is 
used by informal businesses as a form of personal 
selling (Makhubela, van Scheers & Makhitha, 
2017). In principle, loyal customers are most likely 
to have a positive WOM which may infl uence 
consumers’ buying behaviour. In the same 
manner, as soon as leafy vegetable consumers 
are provided an excellent customer service, they 
typically recommend the leafy vegetable to their 
family or friends through WOM. Based on the 
literature reviewed, the following hypothesis is 
determined:

H3: Customer loyalty has a positive infl uence on 
word-of-mouth.

Repeat purchase 
Repeat purchase is the likelihood that a consumer 
may carry on purchasing products from the same 
seller (Chiu, Wang, Fang & Huang, 2014). Dewi, 
Sudiarno, Saputra and Dewi (2018) contend that 
repeat purchase is a purchase from the same 
supplier more than three times. For the survival 
and success of any business, repeat purchase 
is essential (Chiu et al., 2014). Li, Browne and 
Wetherbe (2006) argue that satisfi ed customers 
do not always predict customers’ repeat purchase. 
Customer satisfaction and trust as result of 

purchasing experience will infl uence the repeat 
purchase intention (Dewi et al., 2018). Chuang and 
Chiu (2018) argue that how customers perceive 
value and the gain from their consumption 
behaviour is determined as a predictor of repeat 
purchase. Th e loyalty of customers to a supplier/
farmer is said to have an infl uence on repeat 
purchase. Th e next hypothesis is therefore,

H4: Customer loyalty has a positive infl uence on 
repeat purchase.

RESEARCH METHODOLOGY 
Th e study employed a quantitative technique 
approach using the survey method. Data 
was collected by means of self-administered 
questionnaires, with the help of research 
assistants.

Th e respondents of the study were consumers of 
leafy vegetable in Gauteng province, South Africa. 
Th e respondents were conveniently selected in 
the Gauteng province of South Africa, primarily 
in the city of Johannesburg. A sample size of 
400 was chosen as per (Leedy & Ormord 2010) 
recommendation that a population of more than 
5000, a sample size of 400 should be suffi  cient. 
Th erefore, 400 questionnaires were distributed 
and 367 were usable, representing 92 percent.

Th e paper used convenience sampling to collect 
data from respondents using a self-administered 
questionnaire with the help of eight research 
assistants. Th e fi eldworkers were trained on how 
to distribute and assist respondents to complete 
the questionnaires. Th e targeted respondents were 
consumers who had bought leafy vegetables in the 
central business district (CBD) of Johannesburg. 
Th e suppliers included retail shops, farmers, 
hawkers, supermarkets, and fruit and vegetable 
shops. Th e research fi eldworkers administered 
the questionnaires to customers carrying leaf 
vegetables. Th ey had to ask for permission from 
the potential respondents if they were willing to 
complete the questionnaire while the research 
fi eldworker waited.

Th e research constructs used were obtained from 
existing validated measures. Th e scale items 
were articulated to meet the context of the study. 
All measurement scales were based on a seven-
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point Likert scale ranging from one (strongly 
disagree) to seven (strongly agree). Th e construct 
customer loyalty was adopted from Suki (2016), 
trust was adapted from Mpinganjira et al. (2014), 
commitment was adopted from Morgan and Hunt 
(1994), word-of-mouth referrals was adopted 
from Baker et al. (2016), and repeat purchase was 
adapted from (Mpinganjira et al. 2014).

Th e questionnaire had three sections: Section A 
contained the introduction, Section B contained 
the demographic profi le and Section C contained 
the constructs for the study.

Ethical approval for this research was obtained 
from the Department of Marketing and Retail 
Management of the University of South Africa 
Ethics Committee To ensure that human 
dignity was further safeguarded, the researcher 
obtained informed consent from respondents 
before conducting the research. Privacy and 
confi dentiality were guaranteed by making sure 
that the questionnaire did not require respondents’ 
personal details. Respondents were informed 
of their right to withdraw from the survey at 
any given time without any consequences. No 
persons under the age of 18 years and older than 
65 years or with disabilities were considered for 
the research.

RESULTS AND DISCUSSION 
Data analysis for descriptive statistics was carried 
out by means of the Statistical Package for Social 
Sciences (SPSS) (version 24). Next, table 1 below 
presents the results of the demographic statistics 
of the sample.

Table 1 above show that the results, of the 367 
participants of the study 156 (42.5%) of them 
were males and 211 (57.5%) are female. Th is 
depicts that female involvement in the study 
was higher than male. With reference to age 
composition of the sample, the results show that 
over one-third of the sample (39.2%) is below the 
age of 30. Th e results of the demographic profi le 
of the sample further show that over two-thirds 
of the participants (76.3%) is below the age 40. 
Th is is signifi cant especially for policy formation 
as more emphasis need to be placed on this age 
group. Participants between 40-49 form 18.3 
percent of the sample and those above age 50 
contain 5.4 percent of the sample.

Descriptive statistics using mean and standards 
deviation was computed for the constructs of the 
study. Th e results of this analysis are presented in 
Table 2 below.

Table 2 show that the overall mean for most of 
the constructs is above fi ve, that ranges from 

TABLE 1: DEMOGRAPHIC STATISTICS OF SAMPLE

TABLE 2: DESCRIPTIVE STATISTICS OF CONSTRUCTS 
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5.51 to 6.07. Each construct is measured on a 
seven-point scale, a mean value of fi ve indicates 
that most respondents generally agree with the 
items that measured the constructs. Th e standard 
deviation values are low with .825 being the lowest 
and 1.062 being the highest. Th ese low standard 
deviation values normally show a narrow spread 
of the data point around the mean.

Ringle, Wende and Becker (2015) state that a 
structural equation modelling technique using the 
partial least squares (PLS) approach can be used 
to analyse the data, with SmartPLS version 3.2.7 
soft ware. Which was used in this study, following 
the two-step procedure as recommended by 
Anderson and Gerbing (1988). Th e measurement 
model was fi rst evaluated for its validity and, 
subsequently, the structural model was assessed 
to test the signifi cance of the paths and coeffi  cient 
of determination (R2) in the outcome variable.

A confi rmatory factor analysis approach 
was employed to evaluate validity of the 
measurement model. In evaluating the validity 
of the measurement model, convergent validity 
and discriminant validity were recognised. 
In assessing the convergent validity of the 

measurement model, standardised factor loading, 
composite reliability (CR) and average variance 
extracted (AVE) were used. Hair, Black, Babin and 
Anderson (2010) advice that to attain convergent 
validity, it is recommended that the CR should be 
greater than 0.7 and AVE should be greater than 
0.5, and the factor loadings should be signifi cant 
and exceed 0.5. Th e results of the convergent 
validity of the measurement model are presented 
in Table 3 below.

Table 3 results propose that all the factors are 
signifi cant at 0.001 (t-values greater 2.575). Th e 
factor loadings vary between 0.551 to 0.862 
thus exceeding the 0.5 recommended threshold. 
Moreover, the lowest CR estimate computed for 
the measurement model is 0.772. Th is exceeds 
the 0.7 threshold. Th e AVEs are also above the 
0.5 threshold with 0.538 being the lowest. Put 
together, these estimates generally confi rm the 
convergent validity of the measurement model.

Next, discriminant validity was assessed using 
the Fornell-Larcker technique (Fornell & Larcker, 
1981). According to this technique, discriminant 
validity is achieved when the square root of the 
AVEs is greater than the inter-factor correlations. 

TABLE 3: CONVERGENT FACTOR VALIDITY
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Th e results of the discriminant validity of the 
measurement model for this study are presented 
in the Table 4 below. Th e results presented in the 
table show that the square root of the AVEs (bold 
diagonal values) are greater than inter-factor 
correlations (values below the bold diagonal 
values). Th is suggests that the condition for 
discriminant validity is met thus confi rming the 
discriminant validity of the measurement model.

Aft er validating the validity of the measurement 
model, the structural model was assessed to test the 
hypotheses proposed for the study. To determine 
the path signifi cance of the relationships between 
the construct in the research model, a PLS 

bootstrapping method using 500 subsamples was 
conducted using the SmartPLS 3.2.7 soft ware. 
Th e results of the analysis are presented in fi gure 
2 below.

Th e results from fi gure 2 of structural model 
imply that the eff ect of customer loyalty on trust is 
signifi cant (β=0.450), and commitment (β=0.602) 
as a result, H1 and H2 are supported. Th e analysis 
propose that customer loyalty positively and 
signifi cantly predicts word-of-mouth (β=0.523). 
Th e empirical results recommend that customer 
loyalty positively envisages repeat purchase 
(β=0.478). Th ese results provide statistical 
support for H3 and H4.

TABLE 4: DISCRIMINANT VALIDITY OF THE MEASUREMENT MODEL 

FIGURE 2
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CONCLUSIONS AND MANAGERIAL 
IMPLICATIONS 
Th e purpose of this study was to determine 
the outcomes of customer loyalty on trust, 
commitment, word-of-mouth and repeat 
purchase. Four hypotheses were reviewed and 
analysed using the structural modelling technique. 
All the four hypotheses were empirically 
supported in contrast to some studies by Farrelly 
and Quester (2005), Kantsperger and Kunz 
(2010), Taleghani et al. (2011) on customer loyalty 
who point to the fact that trust and commitment 
are essential determinants of customer loyalty. In 
addition, most studies Vesel and Zabkar (2010); 
Th eron, Terblanche and Boshoff  (2010); Segarra-
Moliner et al. (2013), position commitment as an 
essential determination of customer loyalty. In 
most studies, trust is used as a predictor of loyalty 
whereas based on the results of the study, trust 
is an outcome of customer loyalty. Baker et al. 
(2016) state that the benefi ts of products predicts 
repeat purchase. However, in the study, results 
highlight that customer loyalty signifi cantly 
predicts repeat purchase. Th e empirical fi ndings 
of this study support that trust and commitment 
are outcomes of customer’s loyalty.

Th e explanation for the diff erence in the fi ndings 
maybe because most of the previous studies on 
trust, commitment and customer loyalty are 
based on European samples and on business-
to-business settings, Mpingangira et al. (2014). 
Th is study was based in Gauteng province, South 
Africa, where most of the population are black 
Africans who may have diff erent views. Th is calls 
for more research on specifi c sectors and diff erent 
population samples.

Commitment, trust, loyalty and satisfaction are 
believed to be essential elements of building active 
relationships in achieving and sustaining business 
viability, (Vesel & Zabkar, 2010; Segarra-Moliner, 
Moliner-Tena & Sánchez-Garcia, 2013). However, 
scholars disagree on how the above-mentioned 
constructs relate to each other, as their relationship 
is said to be dependent on the type of products/
services, sample characteristics, industry sector 
among others (Mpinganjira, Bogaards, Svensson 
& Mysen, 2014). Customer loyalty is said to be 
an outcome of trust and commitment (Farrelly & 
Quester, 2005). Other authors, Kantsperger and 

Kunz (2010); Taleghani, Choobeh and Mousavian 
(2011) state that customer loyalty is a root for trust 
and commitment. However, Farrelly and Quester 
(2005) discuss that customer loyalty is caused by 
trust and commitment, similarly, Kantsperger and 
Kunz (2010); Taleghani et al. (2011) maintain that 
customer loyalty is a root for trust. Th e fi ndings of 
the study support the notion that the relationship 
between the constructs (commitment, trust 
and customer loyalty) are dependent on sample 
characteristics, product type and industry sector 
among other factors.

Marketing managers of leafy vegetable suppliers 
(street hawkers, farmers, fruit and vegetable 
shops, and retail stores) need to pay attention 
to customer loyalty to achieve outcomes such as 
consumer trust, commitment from consumers, 
word-of-mouth referrals, and repeat purchase, 
all of which are crucial elements in the success 
of the business. Th erefore, marketing managers 
of leafy vegetables need to devise marketing 
strategies which ensure that consumer’s needs are 
met and exceeded. Th ese fi ndings are crucial to 
the emerging farmer who must understand the 
customer needs and how to achieve customer 
loyalty.

LIMITATIONS AND DIRECTION FOR 
FUTURE RESEARCH 
Th e use of non-probability sampling may limit 
generalisation of the fi ndings, but some academics 
have found that non-probability sampling may 
be good in situations where there is a need to 
get responses from qualifi ed respondents. Th e 
sample of the population may be seen as a limiting 
factor because respondents were only from 
Gauteng province, South Africa mainly the CBD 
of Johannesburg. However, it can be urged that 
Johannesburg represents the business centre of 
Africa, therefore, its fi ndings can be generalised. 
Th is study lays a good foundation for academics 
to do further research in testing theories, which 
are grounded in European samples on African 
samples.
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ABSTRACT
Th e purpose of the study was to assess the infl uence 
of service quality on the reputation of a retail 
bank, as seen from the perspective of customers. 
Service quality and corporate reputation have 
been well researched in literature. Although 
research has been done to measure the perceived 
level of service quality in the retail banking sector 
in South Africa, the relationship between service 
quality and the reputation of banks has not been 
studied before.

Banks need to diff erentiate themselves from the 
competition by off ering high levels of service 
quality. In this way, they could establish long-
term relationships with existing customers to 
gain a favourable reputation. Various benefi ts are 
associated with having a favourable reputation, 
such as remaining relevant and attracting new 
customers.

Empirical data was collected from a database 
of 2 500 retail bank customers who were 
selected based on convenience sampling. Data 
was collected using a self-administered online 
questionnaire. Th e questionnaire consisted of a 
combination of the SERVPERF questionnaire 
used to measure service quality, as well as a 
validated questionnaire measuring reputation in 
large service organisations.

Th e results of the study suggest that service quality 
has a signifi cant eff ect on the way that customers 
evaluate the reputation of a retail bank. Th e study 

also provided insights on the specifi c components 
of service quality that have the most signifi cant 
infl uence on reputation.

Keywords: Retail bank, reputation, service 
quality, South Africa

INTRODUCTION
Marketing can be described as the process of 
planning and executing the conception, pricing, 
promotion and distribution of ideas, goods and 
services to create exchanges that satisfy individual 
and organisational objectives (Belch & Belch, 
2003). Traditionally, the focus of marketing was 
transaction-based to attract customers, and not 
necessarily to establish long-term relationships 
with them (Dibb & Meadows, 2001). Th is focus 
changed with the introduction of relationship 
marketing and resulted in a paradigm shift  
from a transaction-based focus towards a 
relationship focus (Webster, 1992). Relationship 
marketing can be defi ned as the organisation’s 
eff ort to develop a long-term, cost-eff ective link 
between individual customers by maintaining 
links between marketing, quality and customer 
service (Dibb & Meadows, 2001). Relationship 
marketing refers to an organisation’s strategies 
to retain customers and strengthen relationships 
with them (Zeithaml, Bitner, & Gremler, 2006).

Th e shift  from transaction-based marketing to 
relationship-based marketing is also relevant in 
the retail banking environment (Sundararajan et 
al., 2011). In this highly competitive sector, where 
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there is little diff erentiation between products, 
maintaining long-term relationships with 
customers to attract and keep them is crucial. In 
order to accomplish this, retail banks are focusing 
their strategies on improved service quality 
(Levesque & McDougall, 1996).

Service quality is considered a key driver of 
competitive advantage for South African retail 
banks (Coetzee, Van Zyl, & Tait, 2013). Various 
benefi ts are associated with service quality, such 
as improved customer retention, attracting new 
customers through word of mouth as well as 
enhancing the reputation of an organisation 
(Wang, Lo, & Hui, 2003). It can, therefore, be 
postulated that the level of service quality has 
an impact on customers’ perception of the 
organisation’s reputation.

Th e competitive retail banking sector cannot 
underestimate the advantages created by service 
quality and the impact of reputation. Competition 
in this sector will further intensify as a result of 
the recent provisional approval of new banking 
licenses by the South African Reserve Bank (Dube, 
2018). Th ere is, however, still potential for growth, 
as it was estimated that in 2016 only 85% of the 
population had access to formal fi nancial services 
and products (National Treasury, Republic of 
South Africa, 2017). In order to penetrate this 
new market and to maintain existing customers, 
retail banks need to diff erentiate themselves from 
the competition by means of service quality and a 
favourable reputation.

Service quality and organisational reputation 
have been well researched in the literature. In the 
South African context, research has been done to 
measure the perceived level of service quality in 
the retail banking sector (Coetzee et al., 2013).

PROBLEM INVESTIGATED
In South Africa, the retail banking sector is mature, 
with competitors off ering similar products (Bick, 
Beric Brown, & Abratt, 2004). Customers perceive 
little diff erence between service off erings, and 
off erings are quickly matched by competitors 
(Devlin, Ennew, & Mirzah, 1995). Th e sector is 
highly competitive with new market entrants 
in the form of FinTech, which is expected to 
intensify competition (Cranston, 2018). FinTech 

encompasses technology-enabled services 
and solutions using integrated information 
technology (IT) (Wonglimpiyarat, 2017). In 
order to remain relevant and competitive, retail 
banks must address the needs of customers and 
diff erentiate themselves from competitors.

Service quality and reputation both have various 
benefi ts associated with them, including creating 
loyal customers and a competitive advantage 
for the organisation. Th ese benefi ts are essential 
in the competitive retail banking environment, 
especially in the South African context.

Organisations should be able to understand and 
measure service quality and reputation to manage 
and exploit the benefi ts associated with it. Cronin, 
Brady and Hult (2000) found that perceived 
overall service quality has a signifi cant impact 
on bank reputation. However, this has not been 
researched from a South African perspective.

Stemming from the above, it appears that retail 
banks, to a certain extent, have control over 
service quality and, therefore, indirectly over 
reputation. Th e research problem within the 
ambit of this study was to assess the infl uence of 
service quality on the way customers evaluate the 
reputation of a retail bank within a South African 
context.

RESEARCH OBJECTIVE
Th e primary objective of this research study was 
to assess the infl uence of service quality on the 
way customers evaluate the reputation of a retail 
bank within the South African context. To address 
the primary objective of the study, the following 
null hypothesis was postulated:

H0: Service quality (reliability, responsiveness, 
assurance and empathy) does not explain 
variance in reputation (emotional appeal, social 
engagement, corporate performance, good 
employer and service points).

LITERATURE REVIEW
Retail banking
Th is research study was undertaken in the context 
of the South African retail banking industry. 
Croxford, Abramson and Jablonowski (2005, p. 15) 
described retail banking as being “characterised 
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by large numbers of customers, accounts and 
transactions, a variety of products and services, 
a high level of dependency on technology”. Retail 
banking has a mass-oriented focus with repeat 
transactions and multiple interactions (Coetzee 
et al., 2013). An overview of the global and South 
African banking sector environment is provided.

Th e global banking landscape is changing and 
is transforming from the traditional bricks-and-
mortar buildings to more technology-centric and 
agile institutions (Ernest & Young, 2018). Th e 
sector is expected to continue to evolve as a result 
of increased regulatory requirements, changes 
in and the volatility of economies, increased 
customer expectations as well as increased 
competition due to new market entrants in the 
form of fi nancial technology (FinTech) companies 
(PWC, 2014).

FinTech encompasses technology-enabled services 
and solutions using integrated information 
technology (IT) (Wonglimpiyarat, 2017). In 2016, 
FinTech’s penetration was estimated to be 68.9% 
of total banking customers in the Middle East and 
Africa. Th e high level of penetration is due to a lack 
of banking infrastructure in the emerging market, 
which off ers FinTech fi rms the opportunity 
to provide basic banking services. Th e overall 
banking sector in Africa, which includes retail 
and wholesale banking, was the second fastest 
growing and second most profi table of any global 
region with a return on equity (ROE) of 14.9% in 
2017. In 2017, the South African banking sector 
market value grew with 5.5% to $334.1 billion.

Retail banking in South Africa is mature, with the 
industry off ering very similar products (Bick et 
al., 2004). Th e sector is competitive, with a total of 
32 banks registered in South Africa in 2016 (BMI 
Research, 2018; PWC, 2016a). Five of these banks 
represent more than 90% of the total banking 
sector assets (South African Reserve Bank, 2018).

Th ree new market entrants, in the form of FinTech 
fi rms, are expected to intensify the competition in 
the South African retail banking sector (Cranston, 
2018). According to PWC (2017), it will add a 
new level of competition, particularly due to the 
digital orientation of the new bank start-ups.

For banks to remain relevant, they need to 
address the needs of customers and diff erentiate 
themselves from competitors. Banks have limited 
scope for product and cost diff erentiation. 
Furthermore, customers perceive very little 
diff erence between the diff erent service off erings 
of retail banks, and new off erings are quickly 
matched by competitors (Devlin et al., 1995).

Th ere is great reliance on organisational “assets” 
such as reputation, image and quality of self-
service to create competitive advantage (Devlin 
& Ennew, 1997). Service delivery can create 
customer loyalty if the organisation understands 
the needs and expectations of customers (Duggal 
& Verma, 2013).

Service quality
Service quality is a well-researched topic and has 
become one of the most important areas in the 
services marketing literature (Duggal & Verma, 
2013). Th e most recognised defi nition associated 
with service quality is that it is based on the 
diff erence between a customer’s expectation of 
the service to be received and the perception 
of the service to be received (Grönroos, 1984; 
Parasuraman, Zeithaml, & Berry, 1988).

Service quality consists of multiple dimensions 
(Grönroos, 1984; Parasuraman, Zeithaml, & 
Berry, 1985). Th ere is, however, no general 
agreement on the nature or content of the 
dimensions (Brady & Cronin, 2001). Grönroos 
(1982) identifi ed two service quality dimensions, 
namely technical quality and functional quality.

Technical quality refers to the outcome of 
the service process, the “what” of the service. 
Functional quality focuses on the service process 
itself and the manner in which the service was 
delivered (Jones & Shandiz, 2015), the “how” 
of the service. According to Grönroos (1984), 
the functional qualities are more important in 
specifi c instances than the technical qualities.

Researchers generally adopt one of two 
conceptualisations in their work, either 
the American perspective or the European 
perspective of service quality (Brady & Cronin, 
2001). Th e American perspective focuses on 
functional quality attributes, while the European 
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perspective focuses on technical quality and the 
additional components of image (Brady & Cronin, 
2001). Th e American perspective of service 
quality, which focuses on the functional quality 
dimension, is characterised by the following fi ve 
components (Kang & James, 2004):

1. Reliability: It is considered to be the key 
component of service quality and relates to 
the ability of the organisation to deliver on 
its undertakings (Jones & Shandiz, 2015). A 
bank can deliver on all services dependably 
and accurately (Coetzee et al., 2013; Hamzah, 
Lee, & Moghavvemi, 2017).

2. Responsiveness: Th is presents the willingness 
of banking staff  to assist and deliver services 
as required by the client (Lau, Cheung, Lam, 
& Chu, 2013). Th is also refers to the ability to 
provide prompt and timely service (Hamzah 
et al., 2017). In a banking environment, 
this can refer to the introduction of online 
and mobile banking solutions and services 
(Ndikubwimana & Berndt, 2016).

3. Assurance: Th is refers to the knowledge and 
courtesy of banking employees and their 
ability to inspire trust (Lau et al., 2013) and 
convey confi dence (Hamzah et al., 2017).

4. Empathy: Th is refers to the personalisation 
of services, where customers are made to feel 
unique. Customers feel that their requirements 
are understood and met (Coetzee et al., 2013), 
and that they are cared for (Hamzah et al., 
2017).

5. Tangibles: Th is refers to the tangible factors 
of the bank, the physical facilities, and 
appearance of these factors. It is the ability 
and suffi  ciency of these factors to provide a 
service to customers (Lau et al., 2013). Th is 
measures how a dependable customer views 
the service provider based on tangible factors 
(Zeithaml et al., 2006).

Th e dimensions identifi ed above are more 
applicable to traditional bricks-and-mortar retail 
banks that focus mainly on human interaction and 
not necessarily on technology-based interactions 
via mobile technology and the internet (Kaura, 
Prasad, & Sharma, 2015). Scholars have not yet 
identifi ed and agreed on the components that 
defi ne the specifi c technical quality dimensions 

(Kang & James, 2004).

Th e most widely used scales to measure service 
quality in the banking sector is SERVQUAL and 
SERVPERF (Cronin & Taylor, 1992; Johnson, 
Tsiros, & Lancioni, 1995). SERVQUAL is a 
multidimensional instrument (questionnaire or 
measurement scale) that is designed to measure 
service quality by capturing respondents’ 
expectations and perceptions along the fi ve 
dimensions of service quality (Parasuraman, 
Berry, & Zeithaml, 1991). SERVPERF (Service 
Performance) was created as a result of critique 
on the SERVQUAL (Service Quality) scale.

Researchers have combined expectations and 
perceptions into a single measure in order to 
mitigate problems of reliability and variance 
restrictions that exist because of computed 
diff erence scores (Wang et al., 2003). Single-scale 
models, such as SERVPERF, have outperformed 
SERVQUAL in terms of validity and reliability 
(Babakus & Boller, 1992; Brown et al., 1993).

Th e SERVPERF model was developed by 
Cronin and Taylor (1992), and is a derivative 
of SERVQUAL. Th is instrument adopts a 
performance-only methodology by excluding 
expectations and only measuring the perceptions 
of customers (Cronin & Taylor, 1994).

Critics argued that a performance-based measure 
approach is more appropriate because, at its core, 
service quality is purely a consumer attitude 
(Jahanzeb, Fatima, & Butt, 2013). SERVPERF 
uses the 22-item scale directly from SERVQUAL, 
but only assesses perceptions.

Extensive research has been done on traditional 
service quality measurement. However, limited 
research studies have measured service quality in 
technology-based banks or developed a specifi c 
model to measure these banks. Th e models most 
oft en used to measure bank service quality, such as 
SERVQUAL, are generic and not context-specifi c. 
Th ey do not necessarily capture the specifi c or 
unique nature of the type of service, which in this 
case is that of technology-based banks (Hamzah 
et al., 2017).

Service quality aff ects all types of organisations, 
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and the benefi ts associated with service quality 
are well known. Th is is especially relevant in the 
retail-banking sector where services are designed 
around customer requirements with the main 
focus on individual, customer-tailored solutions 
(Coetzee et al., 2013).

Service quality can have a long-term impact 
on a business and is a strategic tool that can 
help an organisation to diff erentiate itself 
from its competitors (Bhengu & Naidoo, 2016; 
Parasuraman et al., 1988).

Service quality leads to client satisfaction, loyalty 
and the retention of clients in the banking 
industry (Ennew & Binks, 1996; Koutouvalas 
& Siomkos, 2006). Improved service quality 
will increase customer satisfaction and improve 
word of mouth promotion of the bank which, in 
turn, will result in more loyal customers (Arasli, 
Katircioglu, & Mehtap-Smadi, 2005).

By increasing loyalty in a retail bank, it reduces 
operating costs and creates the opportunity to 
cross-sell new and existing products and services. 
Th e cost to retain customers is, therefore, less 
than that of acquiring new customers (Levesque 
& McDougall, 1996). Th is is also the view of 
Zeithaml (1996), who found that the focus 
on service quality can be more rewarding for 
organisations than focusing on increasing market 
share or reducing costs. Organisations can sell 
additional services to existing customers and 
will be able to charge a premium price for these 
services.

A loyal customer base allows the retail bank to 
gain knowledge about the fi nancial needs of its 
customers, allowing the bank to target customers 
eff ectively and effi  ciently (Levesque & McDougall, 
1996). Th is is important, especially with the 
increased focus on customer-specifi c products 
and services seen in FinTech fi rms.

Th ere is also a positive relationship between 
customer satisfaction and organisational 
profi tability (Ittner & Larcker, 1998; Zeithaml, 
2000). High-quality service contributes to a 
company’s profi ts and assists in cutting costs 
(Zeithaml, Parasuraman, & Berry, 1990).

Th e provision of services and products of 
high quality enhances the reputation of an 
organisation and increases the profi tability and 
fi nancial performance of the organisation (Julian 
& Ramaseshan, 1994; Zeithaml, 1996). Th is was 
also validated by Cronin, Brady and Hult (2000) 
who found that perceived overall service quality 
has a signifi cant impact on customer trust and 
bank reputation (Parasuraman et al., 1985).

Organisational reputation
Organisational image and reputation are 
considered to be critical factors in the overall 
evaluation of an organisation (Grönroos, 1984; 
Sarstedt, Wilczynski, & Melewar, 2012). Research 
has shown that positive events and behaviour 
result in a favourable reputation, while negative 
events result in the opposite (Walsh, Mitchell, 
Jackson, & Beatty, 2009). One example is the 
global fi nancial crisis of 2007/2008 which had a 
negative impact on the reputation of the banking 
industry (Kottasz & Bennett, 2016).

Reputation is a concept that is associated with 
perception, and may, therefore, diff er depending 
on which issues are considered and how it is 
measured (Walker, 2010; Wartick, 2002). Despite 
the increase in reputation research, a common 
defi nition of organisational reputation does not 
exist (Wang et al., 2016).

Reputation is intangible and, according to 
Berger and Luckmann (1966), it is developed 
independent of reality, is socially constructed, and 
is therefore not entirely factual. Organisational 
reputation refers to actual stakeholder perception 
(Walker, 2010) and is built over a more extended 
period (Roberts & Dowling, 2002).

Th e lack of consensus on the defi nition and 
measurement of organisational reputation may 
hinder research in this fi eld and is regarded as one 
of the fundamental problems in organisational 
reputation literature (Wartick, 2002).

Th e most frequently used defi nition of 
organisational reputation in the literature 
reviewed is that of Fombrun (1996). Fombrun’s 
defi nition (1996) emphasises three attributes, 
namely (1) reputation is based on perception, (2) 
it is the aggregated perception of all stakeholders, 
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both internally and externally, and (3) it is 
comparative (Walker, 2010; Wartick, 2002).

Consensus about how to measure reputation 
validly and reliably has become a barrier to eff ective 
reputation measurement (Wilczynski, Sarstedt, 
& Melewar, 2009). According to Dowling and 
Gardberg (2012), a fundamental building block of 
measuring reputation is its defi nition, regardless 
of the approach that is followed. Hence, there is 
a need for improved methodologies and valid 
instruments to eff ectively measure organisational 
reputation (Clardy, 2012; Walker, 2010).

Attempts to identify the underlying constructs 
of organisational reputation in the context 
of a service organisation and to develop an 
instrument to measure psychometric properties 
have been limited (Wepener & Boshoff , 2015). 
Walsh and Beatty (2007) developed a 28-item 
instrument consisting of fi ve dimensions which, 
according to them, constitutes the organisational 
reputation of a service organisation. Wepener 
and Boshoff  (2015) identifi ed various limitations 
to this model. Limitations identifi ed include the 
“reliable and fi nancially strong” factor used, which 
is diffi  cult to reconcile from a unidimensionality 
perspective. Furthermore, one of the questions 
used to measure this factor is a potential double-
barrelled question. Th e use of “product quality” 
to measure reputation for a service organisation 
is also questioned as products do not form part of 
the service portfolio.

During the validation of their scale, Walsh, Beatty 
and Shiu’s instrument (2009) performed worse and 
raised concerns regarding the construct validity 
and dimensionality of the instrument (Wepener 
& Boshoff , 2015). Wepener and Boshoff  (2015) 
developed an instrument to measure customer-
based organisational reputation for a large 
service organisation. Th ey limited the relevant 
dimensions by only focusing on one stakeholder 
group, namely customers. Th is is not in line with 
Walker’s theoretical view that reputation is an 
aggregate of perception of all stakeholders’ views 
(Walker, 2010). However, from an operational 
perspective, the aggregate perspective of all 
stakeholders cannot be measured.

Wepener and Boshoff ’s instrument (2015) 

comprises fi ve dimensions:

1. Emotional appeal: Th is is linked to having a 
good feeling about the organisation, and it can 
be described as approach behaviour (Zeithaml 
et al., 2006). It refers to having a good feeling 
about the organisation, trust and pride.

2. Social engagement: It refers to whether the 
organisation is perceived to be involved in 
social issues and community activities.

3. Corporate performance: It is an assessment 
of the fi nancial soundness of the organisation, 
and how its management is regarded.

4. Good employer: Th is refers to the 
organisation’s ability to look aft er its 
employees.

5. Service points: Th is refers exclusively to 
organisations’ service delivery and their user-
friendliness.

According to Gibson et al. (2006), an organisation’s 
reputation is its single most valuable asset, 
which is diffi  cult to imitate (Ruiz, García, & 
Revilla, 2016). Th e intangible nature of fi nancial 
institutions makes them diffi  cult to assess and, 
therefore, their reputation plays a signifi cant role 
(Walsh & Beatty, 2007). A positive reputation is 
considered a company’s protector during times 
of crises (Coombs, 2007). In the banking sector, 
this is relevant, as was seen during the 2007/2008 
fi nancial crisis.

Kim and Choi (2003) are of the opinion that 
reputation loss is vital in any institution, but is 
critical for a fi nancial institution. Th e positive 
reputation of a fi rm will balance the negative 
perception of service failure (Huang, 2011). Th e 
survival of fi nancial institutions and profi ts are 
directly linked to the positive reputation of these 
institutions (Bushman & Wittenberg-Moerman, 
2012).

In literature, various benefi ts are linked to 
having a positive reputation, such as decreasing 
organisational costs (Deephouse & Carter, 2005; 
Fombrun, 1996) and the ability of the fi rm to 
charge premium prices (Deephouse & Carter, 
2005; Fombrun & Shanley, 1990). Other benefi ts 
include attracting investors (Srivastava, McIrish, 
Wood, & Capraro, 1997) and enhancing an 
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organisation’s access to capital markets (Beatty & 
Ritter, 1986).

A better organisational reputation leads to 
improved fi nancial performance (Fombrun 
& Shanley, 1990; Landon & Smith, 1998). 
Furthermore, Eberl and Schwaiger (2005) as 
well as Luchs, Stuebs and Sun (2009) found that 
a positive reputation can create persistent and 
superior performance for organisations.

Other benefi ts include a sustained competitive 
advantage (Fombrun, 1996; Fombrun & Shanley, 
1990; Roberts & Dowling, 2002) and creating 
competitive barriers (Deephouse & Carter, 2005; 
Fombrun, 1996).

Th e benefi ts associated with a positive reputation, 
together with the benefi ts associated with service 
quality, should be key strategic focus areas of 
retail banks. Banks have the ability to manage 
and infl uence service quality to a certain extent, 
and by doing that, also infl uence the reputation 
of the bank. Th is will assist retail banks to build 
long-term relationships with customers, which is 
crucial in this competitive sector.

RESEARCH METHOD
Primary quantitative data was used to address 
the research objective. Data was collected via 
an online survey. For purposes of this research, 
the target population constituted of retail bank 
customers in South Africa. A database consisting 
of the e-mail addresses of employees of a non-
banking fi nancial service organisation was used to 
gain access to retail bank customers. A screening 
question was used to determine the customer’s 
main retail bank. Once it was determined which 
bank the customer used, the questionnaire 
pertaining the measurement of the level of service 
quality, as well the perceived reputation of the 
particular bank, was sent.

Measurement instrument
A self-administered online questionnaire was 
used as the data collection instrument. Th e 
questionnaire consisted of a combination of the 
SERVPERF questionnaire (Cronin & Taylor, 
1992) used to measure service quality, as well as a 
shortened version of the questionnaire developed 
by Wepener and Boshoff  (2015) used to measure 

reputation in large service organisations.

In using the SERVPERF questionnaire, the 
tangibility component was excluded, as FinTech 
has no physical banking facilities. Within the 
SERVPERF measurements, the tangibility 
component refers to the tangible elements of a 
bank, the physical facilities, and the appearance of 
these factors (Lau et al., 2013). Although the study 
did not specifi cally focus on mobile technology 
banking, the remainder of the components are 
more applicable to traditional bricks-and-mortar 
retail banks and not necessarily to technology-
based interactions via mobile technology and 
the internet (Kaura et al., 2015), which is more 
relevant today.

A fi ve-point Likert-type scale was used to 
measure the concepts. Each response was 
given a numerical score to refl ect the degree of 
attitudinal favourableness, with one (1) being the 
least favourable and fi ve (5) the most favourable 
(Blumberg, Cooper, & Schindler, 2008). As the 
objective of the study was to assess the relationship 
between service quality and reputation, 
demographical data was not deemed important. 
Furthermore, as the measurement of service 
quality and reputation contains various question 
items, the risk was that the questionnaire could 
become too long, resulting in respondent fatigue. 
To aim for a high response rate, demographical 
questions were not included as it would have 
made the questionnaire even longer. A single 
demographical question was asked (male/female), 
but this was not used in the analysis, as it was not 
the focus of the study.

RESEARCH RESULTS
In total, 757 responses were received, which 
represents an overall response rate of 30.28%. 
Six respondents, 0.79% of the total respondents, 
answered negatively on the screening questions 
and where, therefore, excluded from the analysis. 
Th e data of 751 respondents was analysed, all 
of whom banked at major South African retail 
banks. Of these respondents, 37 banked at Absa 
Bank, 161 at Capitec Bank, 82 at First National 
Bank, 53 at Nedbank, 86 at Standard Bank and 
332 at Bidvest Bank.
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Reliability analysis – service quality 
questionnaire and data
Th e construct validity of the SERVPERF 
measurement was assessed using Exploratory 
Factor Analysis (EFA). Principal-Axis Factoring 
with Direct Oblimin rotation was used. Factors 
that had eigenvalues of >1 were considered to be 
indicative of the number of meaningful factors. 
An item was selected if it had a loading of 0.35 on 
the appropriate factor and was deemed to cross-
load if the loadings diff ered by 0.25. Internal 
consistency was assessed by means of Cronbach 
Alpha coeffi  cients.

Th e KMO (Kaiser-Meyer-Olkin) measure 
of sampling adequacy for this EFA was .953, 
and Bartlett’s test of sphericity was signifi cant 
(p<0.000). Th e closer the KMO score is to 1.00, 
the more appropriate the data is, and where the 
signifi cance level is <0.05, the data is appropriate 
for being subjected to an exploratory factor 
analysis. Based on these two indices, it was 
concluded that the data was appropriately scaled 
for factor analysis. Considering the inclusion 
criteria, no items that measured SERVPERF 

were removed. Table 1 shows the EFA results for 
SERVPERF (measuring service quality).

Th e Cronbach Alpha coeffi  cients for the EFA-
derived scale were found to be satisfactory, as 
shown in Table 2. Th e Cronbach Alpha value for 
reputation was also well above the accepted norm 
of .7 (see Table 2). Based on these results, the data 
was considered to be reliable.

TABLE 2: CRONBACH ALPHA VALUES: SERVPERF 
AND REPUTATION

Construct Cronbach 
Alpha

SERVPERF

Reliability .803
Responsiveness .836

Assurance .803
Empathy .864

Reputation .898

Correlation analysis
Th e research objective of the study was to assess 
the relationship between service quality and 
reputation in a retail bank. Correlation analysis 
was performed, and Figure 1 graphically depicts 

TABLE 1: EXPLORATORY FACTOR ANALYSIS RESULTS (SERVPERF)

Question item Factor loadings

Re
lia

bi
lit

y

SRL1 0.68
SRL2 0.68
SRL3 0.65
SRL4 0.79
SRL5 0.56

Re
sp

on
siv

en
es

s SRP1 0.70
SRP2 0.78
SRP3 0.80

SRP4 0.74

A
ss

ur
an

ce SA1 0.77
SA2 0.67
SA3 0.68
SA4 0.72

Em
pa

th
y

SE1 0.77
SE2 0.55
SE3 0.78
SE4 0.79
SE5 0.76
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the results. From Figure 1 it is evident that the 
results revealed a strong, positive relationship 
between service quality and reputation (r=795, 
p<0.005). As sample size oft en contributes to 
signifi cant correlations within data results, 
multiple regression was conducted to assess the 
relationship.

As indicated in Table 3, regression results showed 
that service quality explained 4.6% of variance 
in reputation (F(4)=10.174; p<0.001). From 

Table 3 it is apparent that the regression model 
was able to signifi cantly predict variance in the 
dependent variable reputation, and that reliability, 
responsiveness, assurance and empathy showed 
unique variance (t=2.79, 2.448; 2.629; 2.158 
respectively; p<0.05) in their ability to predict 
reputation. Based on these results, it is believed 
that the dimensions of service quality – namely 
reliability, responsiveness, assurance and empathy 
– could explain variance in reputation.

TABLE 3: REGRESSION OF SERVICE QUALITY AND REPUTATION

Model Summary Anova Coeffi  cients

Predictor R R2 Adjusted 
R2

F
(df) Beta t

Dependant variable: REP .227 .051 .046 10.174*
(4)

Constant 5.410*
Reliability .104 2.790*
Responsiveness .09 2.448**
Assurance .096 2.629*
Empathy .80 2.158**

* Signifi cant at the 0.001 level. ** Signifi cant at the 0.05 level

FIGURE 1: CORRELATION ANALYSIS – THE RELATIONSHIP BETWEEN SERVICE QUALITY AND 
REPUTATION
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CONCLUSIONS
Th e variables were all positively correlated, 
which indicated that service quality had a 
signifi cant positive relationship with the way 
customers evaluate the reputation of a retail 
bank. A positive relationship was therefore noted 
between service quality and reputation noted. 
In addition, the dimensions of service quality – 
namely reliability, responsiveness, assurance and 
empathy – could explain variance in reputation.
Reliability was defi ned as the ability of the bank to 
deliver on all services dependably and accurately 
(Coetzee et al., 2013; Hamzah et al., 2017). From 
the results, one can therefore conclude that if 
banks are able to deliver on all services dependably 
and accurately, these banks’ reputation could be 
enhanced.

Th e responsiveness component of service quality 
was defi ned as the ability to provide prompt and 
timely service (Hamzah et al., 2017), as well as 
the introduction of online and mobile banking 
solutions and services (Ndikubwimana & Berndt, 
2016). From the results, one can therefore 
conclude that if banks provide prompt and timely 
service, and off er online and mobile banking 
solutions and services, these banks could expect 
to gain a favourable reputation.

Service quality assurance was defi ned as the 
knowledge and courtesy of banking employees 
and their ability to inspire trust (Lau et al., 2013). It 
could be concluded from the results that if banks’ 
employees are knowledgable and courteous, and 
inspitre trust among their customers, these banks’ 
reputation could be enhanced.

Empathy referred to the personalisation of 
services, where customers were made to feel 
unique, their requirements were understood and 
met (Coetzee et al., 2013) and they were cared for 
(Hamzah et al., 2017). From the results one can 
therefore conclude that if banks not only made 
customers feel unique and understood, but also 
cared for them and met their needs, these banks’ 
reputation could could improve.

MANAGERIAL IMPLICATIONS
Th e outcome of this research study was a strong 
indicator that retail banks should focus on service 
quality as it has a signifi cant infl uence on the way 

that customers evaluate the reputation of a retail 
bank. Focusing on the service quality components 
that have the most signifi cant infl uence on 
reputation, management can directly contribute 
to improve the reputation of the retail bank and 
the benefi ts associated with it.

Various benefi ts are associated with having a 
favourable reputation and with service quality, 
which is essential in today’s competitive 
retail banking environment. Th e importance 
of a favourable reputation should not be 
underestimated as it is regarded as the single 
most valuable asset of an organisation (Gibson 
et al., 2006). Service quality is considered a key 
driver of competitive advantage for South African 
retail banks (Coetzee, Van Zyl, & Tait, 2013). In 
order for retail banks to remain relevant in the 
competitive environment and to address the needs 
of customers, they need to diff erentiate themselves 
from their competitors. Th is can be achieved by 
focusing on service quality and reputation which 
will assist retails banks to maintain existing 
customers and to attract new customers who do 
not have access to retail banking yet.

A conclusion was that if banks’ employees are 
knowledgable and courteous, and inspitre trust 
among their customers, these banks’ reputation 
could be enhanced. Th erefore, banks should focus 
on the knowledge and skills of their employees, 
especially employees who interact directly with 
clients. Employees should have suffi  cient technical 
knowledge of the banks’ products and services 
and should be appropriately skilled in assisting 
clients. Training should also include soft  skills in 
order to convey and inspire trust and confi dence 
with clients.

Th e results showed that if banks could make 
customers feel unique and understood, cared for 
and meet their needs, these banks’ reputation 
could improve. Th erefore, personalisation of 
services should be an important aspect of service 
quality that banks should consider to build their 
reputation. Customers want to feel unique/special 
and they want to know that their requirements are 
understood and met. Retail banks should collect 
and analyse customer data in order to understand 
each customer. Th is information should be used 
to tailor communication, products and services 
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specifi cally for each customer.

Th e availability of prompt and timely service, 
regardless of the medium, should also be a key 
focus area of management, as a bank could expect 
to gain a favourable reputation when doing so. 
Customers should be able to access services via 
multiple channels that should always be available.

Future research could focus on how management 
can measure the emotional appeal of reputation, 
i.e. the good feeling, trust and pride of the retail 
bank, which could be a focus point of marketing. 
Th e fi nancial soundness of the organisation is 
another component of reputation that should 
be highlighted and communicated. Various 
instruments are available to measure the service 
quality and reputation of organisations. Th ese 
instruments should be used in order to assess the 
organisation’s current state and identify areas for 
improvement.
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ABSTRACT 
Brand building is crucial in any competitive 
market. A strong brand can create opportunities 
for growth, a larger market share, establish an 
entry barrier for competitors and help maintain 
consumer loyalty. A brand that performs at its 
optimum capacity is an asset to a company and 
is linked to a high brand health index score. 
Using the Brand Health Index (BHI), this paper 
evaluated the brand health of selected companies 
on the Johannesburg Stock Exchange (JSE) over 
the period December 2001 to December 2017. 
Th e aim of this study was to evaluate the health 
of selected brands of South African companies 
listed on the JSE and determine the relationship 
between brand health and profi tability. A non-
probability sample of 28 brands from the target 
population that consisted of brands competing 
on the Johannesburg Stock Exchange in South 
Africa were selected for the study. To measure the 
fi nancial value of the health of a brand over time, 
the regression method was applied to determine 
the relationship between BHI and fi nancial 
performance. Th e study used two-way cluster-
robust error regression and found that there is a 
positive and signifi cant relationship between BHI 
and Earnings Per Share (EPS) as well as Return 
On Asset (ROA) on listed companies on the 
JSE and secondly shows that a longer-term BHI 
measure – 10-year BHI – has a better explanatory 
power than shorter-term BHI measures namely, 
a 5-year, 6-year, 7-year, 8-year and 9-year BHI. 

Th is article provides evidence of the relationship 
between BHI and earnings per share (EPS), and 
also a signifi cant relationship between BHI and 
return on asset (ROA).

Key Words: Brand Building; Brand Health In-
dex (BHI); Earnings per Share (EPS); Return 
on Asset (ROA)

INTRODUCTION 
With evolving competition and technological 
changes, companies are now trading in an 
environment where produced goods and services 
are approximately identical, leaving organisations 
with fewer options than to diff erentiate their 
products from those of the competitors. Th is 
diff erentiation can be done through what Keller 
(2009, p.15) calls “branding”. Brand building 
forms an integral part of any competitive market. 
A strong brand can create opportunities for 
growth and a larger market share; it can establish 
an entry barrier for competitors and help maintain 
consumer loyalty.

According to Aydin and Ulengin (2015), there 
is growing evidence of achieving or attaining a 
competitive advantage through linking branding 
and marketing excellence. Th is confi rms the 
research of Chaudhuri and Holbrook (2010) that 
indicates the importance of marketing to attract 
customers to a company, which subsequently 
leads the company to perform better. Th e brand 
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equity theory is the most distinguished and vital 
in the fi eld of marketing, as it is known today 
(Fritz, Schoenmueller & Bruhn, 2017). Th is is due 
to the changes and adjustments in international 
accounting standards, in connection with the 
manner in which intangible assets are managed, 
which imply that the equity and strength of a 
brand receive extensive attention (Chaudhary, 
2014).

Share price analysis includes the analysis of a 
company’s fi nancial statements. Christodoulides 
and de Chernatony (2010, p.71) state that share 
price forecasting is conducted using technical 
analysis (analysis of price movements) or a 
fundamental analysis (analysis of fi nancial 
statements) when formulating an investment 
view. However, little emphasis is placed on 
the analysis of an organisation’s brand health, 
despite the fact that branding plays a key role 
in the organisation’s revenue generation and 
in increasing organisational value. According 
to Plank (2012, p.17), valuing a company has 
become a much more complex process, because 
of the recognised value that branding contributes 
to an organisation. Traditional valuation models 
still, however, do not take into account intangible 
assets like brands, which modern organisations 
that are in competitive environments derive 
their competiveness from, which in turn leads to 
fi nancial profi tability.

Measuring marketing performance is a long-
standing issue for managers. Robust objective 
measures, which are market-based and 
incorporate the eff ects of brand performance 
output, are needed to provide reliable insights 
into the evaluation and assessment of brands. 
Behavioural measures fi t this criteria and prove to 
be relevant to senior managers, because they can 
be easily linked to revenue and returns, which is 
the common language of Chief Executive Offi  cers 
(CEOs) and Chief Financial Offi  cers (CFOs). 
Although brands are built over the long-term, 
the majority of brand evaluation measures are 
focused on the short-term and thus managers are 
assessed on a short-term basis even though it is 
more benefi cial to adopt a long-term approach 
to evaluating brands, because this approach 
will encompass the lagged impact of marketing 
actions and is not infl uenced by seasonal and 

temporal fl uctuation.

Organisations’ marketing managers are faced 
with the challenge of creating a competitive 
advantage by constantly adapting to and 
instigating change. Innovative products or 
services in various organisations found on the 
JSE constantly lose their competitive edge and 
the capacity to command price and additionally 
share premiums when competitors can copy or 
counter its capabilities. Th us, brand managers 
are continually faced with the challenge of 
addressing the demands of the evolving needs 
of buyers and stakeholders within a market 
increasingly populated by global competitors 
and the opening of territorial markets. In 
addition, marketing brand managers are faced 
with the long-standing problems of marketing 
performance measurement and fi nd themselves 
under huge pressure to provide objective proof 
of the outcome of monies invested in marketing. 
Th is proof is needed to justify and account for 
their contribution to the success of the company. 
It is, however, diffi  cult to provide a practical 
measure that off ers proof of the contribution of 
expenditure on marketing and branding to the 
value of a corporation. Th e purpose of this study 
is, therefore, to recommend more practical brand 
measurement models that are relevant across 
a wide variety of decision scenarios to aff ord 
understanding of brand valuation.

Brand health is something new in business 
achievement measurement, and is a relatively 
new concept. Mirzaei, Gray, Baumann, Johnson 
and Winzar (2015) developed a long-term based 
behavioural measure called the BHI to evaluate 
the health of a brand. Th is was in response to 
the need for accountability in marketing and for 
assessing brand-building eff orts over the long-
term. Th e BHI is the fi rst longitudinal measure 
that incorporates the long-term sales performance 
of a brand in measuring its health and provides 
managerial insights into eff ective long-term brand 
management. Th e authors (Mirzaei et al., 2015) 
conducted a longitudinal analysis from 2002 
to 2011 and applying a two-way cluster-robust 
error regression showed that the BHI measure 
signifi cantly, positively correlates with Return On 
Assets (ROA) and Earnings Per Share (EPS).
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Th e aim of the study was to measure the BHI of 
selected brands of companies listed on the JSE 
and determine the relationship between brand 
health and profi tability. Th is study will, therefore, 
draw attention to the benefi ts of creating and 
maintaining a strong brand. Th e fi ndings of 
the study were used in conjunction with the 
existing literature and current brand strategies 
available, to provide strategic recommendations 
to diff erent companies listed on the JSE on the 
importance of maintaining a healthy brand. Th e 
topic under review is relevant, because it focuses 
on various companies’ brand strength, health and 
the attributes these brands have on organisational 
performance.

In the sections that follow, the concept is presented, 
and an overview of brand equity and identity in a 
B2B services context is provided. Th ereaft er, the 
research methodology and fi ndings are presented, 
followed by the discussion of the results and the 
implications thereof.

CONCEPTUAL BACKGROUND 
Keller (2013, p.222) defi nes a brand as a strategic 
asset or resource that can be utilised as a promise 
that frequently needs to be delivered upon, 
in order to achieve brand identity. A brand, 
according to Chaudhuri and Holbrook (2010, p. 
203), can also be described as a way to separate 
or diff erentiate goods or services of a particular 
organisation in a market setting, with the goods 
or services of another organisation. A brand 
consequently gestures the origin of a said brand 
to a customer and therefore, keeps consumers 
from competitors who attempt to off er a service 
or product of a similar nature or one that might 
appear to be similar. Th us, it can be denoted that 
branding provides the origin in which consumers 
can bond, identify and enjoy a product or 
service off ering (Chaudhuri & Holbrook, 2010, 
p.196). From a consumer’s perspective a brand 
is considered to be the cumulative collection 
of all of the consumers’ experiences, which are 
mainly built on points of contact with the brand. 
Th us according to Zhang (2015, p73), a healthy 
brand is an identifi able product or service, place 
or person, marketed so that the end-user or 
consumer perceives the brand as something that 
is applicable, unique, with added value that can 
match the necessities of the customers intently.

Brand Equity Measurement 
Th ere is no single defi nition of brand equity 
as diff erent studies focus on diff erent aspects 
of brand equity (Kotler & Keller, 2012, p.105). 
Regardless of the diff ering perspectives, there is 
a central idea that defi nes brand equity as being 
related to the eff ects of marketing uniquely 
attributed to brands. Verster, Petzer and 
Cunningham (2019) discuss this in their study 
on the development of brand equity and use of 
brand identity dimensions in this journal. Farjam 
and Hongyi (2015, p. 17) found that there is no 
agreement on the methods to evaluate brand 
equity as diff erent studies develop diff erent 
techniques. Kotler and Keller (2012, p.105) state 
that brand equity is a major asset in marketing 
and is extensively studied in marketing literature. 
From a marketing, accounting or fi nance 
standpoint, intangible assets such as brands are 
considered very signifi cant and add value to the 
company.

Many models and techniques for measuring 
brands have been proposed by academics (Farjam 
& Hongyi, 2015, p.19). Lamb, Hair, McDaniel, 
Boshoff , Terblanche and Elliott (2015, p.363) 
state that there are three main perspectives on 
the measurement of brand equity – fi nancial 
market outcomes, consumer attitudes and 
product market. Monetary measures evaluate the 
performance of brands based on their fi nancial 
contributions and include measures such as the 
reduced cash stream of royalties and licensing 
costs. Customer mindset metrics of performance 
are subjective and depict the attitude and 
perception of customers towards a given brand. 
Some popular metrics of customer mindset as a 
measure of brand equity are perceived quality, 
brand awareness and brand association (Mirzaei 
et al., 2015). Product-market measures, on the 
other hand, are objective albeit a refl ection of 
the perception of customers regarding brands 
and encapsulates the actual purchase behaviour 
of customers. Price premium, revenue premium, 
market share, and brand choice utility are among 
the main outputs of brand performance in 
product-market measures (Makasi & Govender, 
2014, p.132).

As it were, brand equity speaks to the psychological 
relationship and framework a consumer or client 
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develops over time with a particular brand. Th is 
arrangement of reasonable affi  liations with a 
brand is not something that can occur overnight, 
but instead takes a certain period to be built 
(Mirzaei et al., 2015). It can be affi  rmed that a 
brand’s characteristics that reside in a customer’s 
mind are mainly based on the value of the brand. 
Along these lines, it can be noted that assets and 
liabilities hold tangible and intangible values 
which are the value added to particular goods 
or services to upgrade them. According to Chen 
and Green (2016), those benefi ts and liabilities 
can be further translated as loyalty to the brand, 
awareness of the brand, perceived quality, and 
associations of the brand.

Brand Health and Corporate Performance 
According to Rooney (2015, p.78) brand 
health can be defi ned as a measure of how 
well an organisation or brand delivers on 
specifi c attributes of a product or service that it 
guarantees its customers and particularly how 
those attributes are seen by customers as far as 
quality and appeal. A healthy brand conveys 
predictable, vital, and individual encounters for 
the customer, while less attractive brand health is 
frequently associated with customer experiences 
that are confl icting and conveyed with minimal 
emotional connection to the customer (Zhang, 
2015).

Brand health is something new in business 
achievement measurement, and is a relatively 
new concept. Likewise, a brand’s health level is a 
pointer for the business to quantify their image 
mindfulness among the buyers instead of showing 
the accomplishment of the organisation itself. As 
expressed by Mizik (2014, p.16), a healthy brand is 
the sign of an organisation that is set up to fl ourish. 
In reality, these days an organisation ought to 
consider their brand health to keep up with or 
meet the brand equity as both are related. Th e 
brand health is managed by the correspondence 
and the response from the buyers. In brand health, 
some business specialists estimate it through the 
resilience and the responsiveness of the customers 
(Qiang, 2011, p.89).

Mirzaei et al. (2015) developed a long-term based 
behavioural measure called the BHI to evaluate 
the health of a brand. Th is was in response to 

the need for accountability in marketing and 
for assessing brand building eff orts long-term. 
Th e BHI is the fi rst longitudinal measure that 
incorporates the long-term sales performance 
of a brand in measuring its health and provides 
managerial insights into eff ective long-term 
brand management. Mirzaei et al. (2015) 
conducted a longitudinal analysis from 2002 
to 2011 and applying a two-way cluster-robust 
error regression showed that the BHI measure is 
signifi cantly positively correlated with ROA and 
EPS.

Pelser (2014, p.701) states that the essential 
objective for any listed company is to maximise 
shareholder value, i.e. either through paying 
dividends and/or increasing the share price. Th e 
more capital contributed at higher rates of return, 
the more value the organisation makes, and 
insofar as profi ts for capital surpass the cost of the 
capital, quicker development creates more value. 
Pelser (2015, p.818) state that a company that 
concentrates on shareholder value is a healthier 
organisation with an overfl ow of benefi ts, e.g. 
stronger economies, higher living standards, and 
more employment opportunities.

Kim and Richarme (1986, p.96), found a 
relationship between an organisation’s advertising 
and marketing expenses and its fairly estimated 
market value, when supporting the link between 
a company’s brand building activities and its 
market value. Petersen and McAlister (2012, 
p.100) demonstrate that changes in brand equity 
are to a large extent associated with changes 
in a company’s value. A portfolio of brands 
identifi ed as strong according to Interbrand’s 
valuation method displayed statistically and 
economically signifi cant performance advantages 
compared with the overall market (Glaser, 2013, 
p.369). Based on these fi ndings, Petersen and 
McAlister (2012, p.501) argue that companies 
that have created strong, healthy brands benefi t 
their investors by yielding returns that are more 
noteworthy in scale.

Against this conceptual background, two research 
questions (RQs) were proposed:

RQ1: Does the BHI appropriately measure the 
health of South African brands?
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RQ2: What is the relationship between brand 
health and corporate performance?

METHODOLOGY 
A positivistic research approach that was 
quantitative in nature was used for this study. For 
the purposes of data analysis, fi nancial statements 
of various South African listed companies were 
obtained from Bloomberg Terminal. A non-
probability sample of 28 brands from the target 
population that consisted of brands competing on 
the Johannesburg Stock Exchange in South Africa 
were selected for the study. Th e brands that were 
analysed came from long-term insurance, short-
term insurance, grocery stores and clothing stores, 
manufacturers, packaging industries, banking 
institutions, and telecommunications companies. 
Th e sampling units were selected according to the 
following criteria:

• Th e brands must have been trading in South 
Africa; 

• Th e companies owning the brands must have 
been publicly held companies, listed on the 
JSE Securities Exchange. Th is was to allow for 
easy access to the companies’ fi nancial data, as 
it would be publicly available; and 

• Th e companies owning the brands must have 
been listed on the JSE for the last fi ve years. 
Th e reason for this was so that the company 
fi nancial performance could be tracked over a 
longer period, i.e. fi ve years. 

To measure the fi nancial value of the health of 
a brand over time, the regression method was 
applied to determine the relationship between the 
BHI and fi nancial performance. Th e brand health 
scores for the identifi ed brands were paired with 
the BHI and fi nancial performance for their 
holding companies for the same years and a 
standard deviation and correlation analysis was 
conducted in order to determine if a relationship 
exists between them and if it does exist, the 
direction and strength of such a relationship. 
In order to measure the fi nancial value of a 
particular brand over time, this study had applied 
a two-way cluster robust method to determine 
the relationship between the BHI, EPS, ROA, free 
cash fl ow and growth in share prices.

In line with Mirzaei et al. (2015) this study defi ned 

a brand with a long run of persistent growth in 
sales as healthy. Th is is because such a brand has, 
over time, proven its ability to adopt operative 
approaches in marketing in response to shift ing 
consumer perceptions thereby maintaining a 
high growth in sales over an extended period 
(for example fi ve to ten years and beyond). 
Th us, a healthy brand is therefore, construed to 
be a brand with high accumulative growth and 
minimal volatility in growth over an extended 
period of time. Concentrating on the purchasing 
habits on consumers, this study adopts the BHI 
of Mirzaei et al. (2015, p.96) as an unbiased 
measure of brand health. Th e BHI is centered on 
the two main drivers of brand value in the long 
term-growth and tenacity – and it is the part of 
sales growth in the long term to volatility in sales 
growth.

Using standard deviation as a representation 
of volatility, the health of a brand over a T-year 
period is given as:

Where:

Growthit = the growth of company i at time t

SD(gi(t-T,t)) = the standard deviation of growth of 
brand i from t-T to t.

Growth is given as the relative diff erence between 
the sales in the current period and the sales in the 
previous period. Based on the above measure, the 
healthiest brands are the ones with the highest 
cumulative growth and lowest volatility over a 
T-year period.

For the researchers to be able to fi nd out if 
the BHI has any information that could be 
of importance to the change in the fi nancial 
performance of the company, this study links the 
BHI to fi nancial measures of the ROA and EPS 
in line with Mirzaei et al. (2015) over a ten-year 
period ending December 2017. Th e study uses 
the ROA as a progressive metric, since it provides 
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data on profi tability prospects. Including the EPS 
measure enhances the validity of the fi ndings of 
this study.

In order to measure the fi nancial value of a 
particular brand over time, this study has applied 
a two-way cluster robust method to determine the 
relationship between the BHI and the company’s 
fi nancial performance. According to Cameron, 
Gelbach and Miller (2011, p.85) a two-way error 
helps to control dependencies in time series and 
cross-sectional dependencies. Concerning panel 
data, repeated measures were studied across 
companies and over time. Th ere may be potential 
serial or cross-sectional correlation, therefore it 
is imperative to implement corrections for such 
correlations. Th e two-way cluster-robust errors 
method enables us to control for clustering 
to prevent the under-estimation of standard 
errors and over-rejection (Cameron, Gelbach 
& Muller 2011). It is also the most robust 
methodology among the popular methodologies 
in panel data studies for sorting dependency or 
interdependency (Gow, Ormazabal & Taylor, 
2010). Th is study therefore uses this method to 
test the relationship between the BHI, EPS, ROA, 
free cash fl ow and growth in share prices of the 
selected companies of this study over time and 
across companies.

Th ompson (2011) gives the two-way cluster 
robust covariance matrix or cluster VCE is given 
as:

Th e complete derivation of the cluster VCE can 
be found in Th ompson (2011).

Ethical Consideration 
Ethical clearance for this study was provided by 
UKZN, Humanities and Social Sciences Research 
Ethics Committee chaired by Dr. Shamila Naidoo 
(Ethical clearance number: HSS/1435/017M).

FINDINGS 
Table 1 shows the number of listed companies 
sampled for this study. For the fi ve-year BHI 
for example, the total number of companies for 
which data was available for the period 2001 to 
2005 was 66; for the period 2005 to 2009, data was 
available for 85 companies; with 111 companies 
for the period 2009 to 2013; and 135 companies 
for the period 2013 to 2017. Th ere was no data 
available for the ten-year BHI for the period 1994 
to 2005; for the period 2000 to 2009, data was 
available for 58 companies; 85 companies for the 
period 2004 to 2013; and 105 companies for the 
period 2008 to 2017.

Th e results of the two-way cluster-robust errors 
regression for brand health are presented in Table 
2. Th e BHI has a signifi cant positive impact on 
ROA (β = 0.0028, t = 5.06, P < 0.05) and the BHI 
is positively correlated with EPS (β = 1.3522, t = 
4.4, P < 0.05). Th e study also fi nds a signifi cant 
positive impact on the ROA (β = 0.0028, t = 
5.22, P < 0.05) and a signifi cant positive impact 
on the EPS (β = 0.3469, t = 3.63, P < 0.05) for 
the six-year BHI. From Table 2 it can be seen 
that for the seven-year-based brand health, the 
BHI has a signifi cant positive impact on ROA 
(β = 0.0026, t = 5.22, P < 0.05) and is positively 
correlated with the EPS (β = 1.9927, t = 4.46, P 
< 0.05). Th e BHI also has a signifi cant positive 
impact on the ROA (β = 0.0019, t = 3.70, P < 
0.05) and positively correlated with the EPS (β 
= 0.3703, t = 3.62, P < 0.05) for an eight-year-
based brand health. For a nine-year-based brand 
health, the BHI has a signifi cant positive impact 
on the ROA (β = 0.001945, t = 3.7, P < 0.05) and is 
positively correlated with the EPS (β = 0.370259, 
t = 32.62, P < 0.05) (Table 4.6). Finally, Table 4.7 
shows that for a ten-year-based brand health, the 
BHI has a signifi cant positive impact on the ROA 
(β = 0.0030, t = 5.17, P < 0.05) and is positively 
correlated with the EPS (β = 0.4129, t = 4.97, P < 
0.05).

TABLE 1: NUMBER OF COMPANIES 

  5 YR 6 YR 7 YR 8 YR 9 YR 10 YR YEAR

N
um

be
r o

f 
C

om
pa

ni
es 66 59 52 46 43 - 2005

88 85 83 77 65 58 2009
111 106 102 95 88 85 2013
135 127 119 116 111 105 2017
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TABLE 2: YEAR-BASED BHI 

          Number of 
observations 397

     Five-Year BHI     R-squared 0,1062
ROA Coef. Robust Std. Err. t P>|t| [95% Conf. Interval]
BHI 0,0028 0,0005 5,06 0,0000 0,0017 0,0039
c 0,0597 0,0043 13,72 0,0000 0,0511 0,0682

          Number of 
observations 397

          R-squared 0,0232
EPS Coef. Robust Std. Err. t P>|t| [95% Conf. Interval]
BHI 1,3522 0,3073 4,4 0.000 0,7480 1,9564
c -19,5182 4,5373 -4,3 0.000 -28,4388 -10,5976

          Number of 
observations 394

     Six-Year BHI     R-squared 0,0282
EPS Coef. Robust Std. Err. t P>|t| [95% Conf. Interval]
BHI 0,3469 0,0955 3,63 0,0000 0,1590 0,5348
c 3,5365 1,2460 2,84 0,0050 1,0852 5,9878

          Number of 
observations 394

          R-squared 0,1171
ROA Coef. Robust Std. Err. t P>|t| [95% Conf. Interval]
BHI 0,0576 0,0044 13,12 0,0000 0,0490 0,0662
c 0,0576 0,0044 13,12 0,0000 0,0490 0,0662

          Number of 
observations 344

     Seven-Year BHI     R-squared 0,0406
EPS Coef. Robust Std. Err. t P>|t| [95% Conf. Interval]
BHI 1,9927 0,4464 4,46 0,0000 1,1147 2,8708
c -32,8795 5,9480 -5,53 0,0000 -44,5788 -21,1803

          Number of 
observations 344

          R-squared 0,1003
ROA Coef. Robust Std. Err. t P>|t| [95% Conf. Interval]
BHI 0,0026 0,0005 5,22 0,0000 0,0016 0,0036
c 0,0587 0,0046 12,83 0,0000 0,0497 0,0676
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TABLE 2: YEAR-BASED BHI  (CONTINUED)

          Number of 
observations 302

     Eight-Year BHI     R-squared 0,0366
EPS Coef. Robust Std. Err. t P>|t| [95% Conf. Interval]
BHI 0,370259 0,1023352 3,62 0,0000 0,1688 0,5718
c 3,502648 1,415565 2,47 0,0140 0,7153 6,2900

          Number of 
observations 302

          R-squared 0,0549
ROA Coef. Robust Std. Err. t P>|t| [95% Conf. Interval]
BHI 0,0019 0,0005 3,70 0,0000 0,0009 0,0030
c 0,0645 0,0055 11,68 0,0000 0,0536 0,0753

          Number of 
observations 302

     Nine-Year BHI     R-squared 0,0366
EPS Coef. Robust Std. Err. t P>|t| [95% Conf. Interval]
BHI 0,370259 0,1023352 3,62 0,0000 0,1688 0,5718
c 3,502648 1,415565 2,47 0,0140 0,7153 6,2900

          Number of 
observations 302

          R-squared 0,0549
ROA Coef. Robust Std. Err. t P>|t| [95% Conf. Interval]
BHI 0,001945 0,000526 3,7 0,0000 0,0009 0,0030
c 0,064478 0,0055227 11,68 0,0000 0,0536 0,0753

          Number of 
observations 243

     Ten-Year BHI     R-squared 0,0845
EPS Coef. Robust Std. Err. t P>|t| [95% Conf. Interval]
BHI 0,4129 0,0830 4,97 0,0000 0,2493 0,5766
c 2,3860 1,2616 1,89 0,0600 -0,1006 4,8727

          Number of 
observations 243

          R-squared 0,1486
ROA Coef. Robust Std. Err. t P>|t| [95% Conf. Interval]
BHI 0,0030 0,0006 5,17 0,0000 0,0018 0,0041
c 0,0523 0,0060 8,74 0,0000 0,0405 0,0641
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Overall, the ten-year-based BHI proved to have 
a better explanatory power with an R-squared of 
0.1486 for the ROA and an R-squared of 0.0845 
for the EPS. Th e BHI also has a better explanatory 
power for ROA than for the EPS with the 
R-squared for each period of analysis higher for 
the ROA than for the EPS.

Evidence suggests that there might be diff erences 
in the relationship between brand health and 
shareholder returns or companies’ performance 
between diff erent sectors. According to 
Ronquest-Ross, Vink and Sigge (2018) the South 
African customer compares perceptions with 
expectations when judging a company’s service 
quality. Table 3 presents an analysis of the BHI 

according to sectors. On a fi ve-year basis, the 
healthcare equipment and services industry had 
the highest BHI with a BHI of 17.5, while the food 
and drug retailers industry had the highest BHI 
for the six-year, seven-year and eight-year BHI. 
Th e healthcare equipment and services industry 
had the highest BHI on the nine-year basis while 
the food and drug retailers had the highest BHI 
on a ten-year basis.

Overall, the food and drug retailers industry had 
the highest BHI with an average BHI of 17.7. Th e 
fi ndings concur with those of da Veiga and Swartz 
(2017) as they stated that intense competition in 
South Africa’s industries has grown signifi cantly, 
because technological developments have put 

TABLE 3: INDUSTRY ANALYSIS OF BHI 

Sector 5-Year 6-Year 7-Year 8-Year 9-Year 10-Year Average
Food & Drug Retailers 16.1 17.83 18.1 13.3 19.3 21.6 17.7
Healthcare Equipment & 
Services 17.5 16.41 17 9.3 23.5 10.9 15.8

Soft ware & Computer 
Services 14.1 12.88 15.7 11.9 18.9 20 15.6

Travel & Leisure 10.6 11.82 11.8 12.5 14.2 16.7 12.9
General Retailers 9.5 10.62 11.3 13 13.3 14.8 12.1
Construction & Materials 8.3 9.09 8.4 11.1 9.3 9.9 9.3
Automobiles & Parts 7.8 7.05 8.4 9.4 10.9 11.9 9.2
Pharmaceuticals & 
Biotechnology 5.3 5.85 6.4 13 8.3 10.8 8.3

Telecommunications 7.7 7.26 8.5 6.9 7.5 7.5 7.6
Chemicals 5.5 6.54 6.8 9.6 7.5 7.9 7.3
Food Producers 6.1 6.22 6.7 7.5 7.4 7.4 6.9
Insurance 5.3 4.95 5.8 6.2 8.6 8.7 6.6
Support Services 4.9 5.2 6.2 7.2 7.5 8 6.5
Financial Services 4.9 5.31 6 7.4 7.2 7.9 6.5
General Industrials 4.5 4.77 5.6 6.9 6.9 6.2 5.8
Oil & Gas producers 3.4 4.88 6.2 7.6 5.5 6.4 5.7
Personal Goods 3.5 4.04 4.8 9.6 5.4 6.6 5.7
Real Estate Investment 
Trusts 5.7 4.71 5.7 6.1 5.5 5.7 5.6

Industrial Metals & 
Mining 3.5 3.91 4.1 5.2 5 5.4 4.5

Industrial Transportation 2.6 3.35 3.1 5 4.6 4.9 3.9
Forestry & Paper 2.3 2.17 2.4 3.7 3.1 3.4 2.8
Real Estate Investment & 
Services 2.6 1.91 2.5 2.7 2.4 1.7 2.3
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pressure on businesses. However, companies 
such as those in the insurance industry have now 
shift ed to the use of big data to further enhance 
the customer experience and improve their brand; 
the focus on technology has helped Discovery 
to develop products more suitable to customer 
needs as well as to expand product distribution to 
new markets. Th e short-term insurance industry 
survey published by KPMG (2016) confi rms 
that changes like these are forcing the insurance 
industry to change the way they do business.

Given the bi-directional relationship existing 
between brand health and corporate performance, 
the brand association is proven in the study. Being 
seen as a secondary association of a brand (Kotler 
& Keller, 2012), brand health is seen as one source 
to generate brand image. In addition, Kotler & 
Keller (2012) emphasise that while consumers’ 
associations with a brand emerge as secondary 
associations, they would aff ect brand image/
associations and subsequently brand equity as 
consumers with knowledge of the brand will 
possess positive/negative associations towards 
the image of that brand. Th is is diff erent from 
Kim and Richarme’s (1986) claims that the eff ects 
of the brands’ performance are category specifi c, 
whilst Fritz, Schoenmuller and Bruhn (2017) 
argue that the image of a brand has been found to 
be transferrable between diff erent categories.

DISCUSSION 
Th is section is structured according to the 
research questions identifi ed earlier.

RQ 1: Does the BHI appropriately measure the 
health of South African brands?

Th e research primary results support research 
question one. Th e correlation coeffi  cient between 
industries varies, some were 0.0028 which 
indicates an extremely weak correlation between 
the brands’ relationship scores and the brand 
health index; for other industries the correlation 
coeffi  cient was 1,9927 which indicates a strong 
correlation between the brands’ relationship 
scores and the brand health index. Th e regression 
and correlation analysis indicates that the BHI in 
measuring brand health of companies in South 
Africa is supported.

Based on a theoretical perspective, the results 
would support the assertion that brand health 
would not necessarily always result in increased 
returns for shareholders that own the brand. Based 
on the primary study results, one might argue 
that the correlation between brand health and 
shareholder returns would be negative at market 
level as the diff erent companies and brands are 
exposed to diff erent market conditions. Based 
on the results from the empirical study it appears 
to support the latter view. Evidence suggests that 
there might be diff erences in the relationship 
between brand health and shareholder returns/
companies performance between diff erent 
sectors.

Th e sectors’ results under investigation potentially 
create a link between brand health and shareholder 
value/companies’ performance. Kotler and Keller 
(2012) contend that the reason brands aim to 
establish brand loyalty is that when a brand earns 
the trust and loyalty of a consumer, the consumer 
is likely to repeat the positive experience rather 
than experiment with an untested product, so, 
loyalty is also important for warding off  future 
competition.

Th e fi nancial services’ sector results (see 
annexures) suggest that during the past years 
there has been a signifi cant growth. Th e exception 
in this sector is Santam Ltd, which showed a 
moderate decline. Th e other companies in the 
same category are established businesses which 
adopted a diff erent business model to keep up 
with today’s technology, while Santam still has to 
deal with traditional business models which rely 
heavily on brand building and TV advertising. 
Th is suggests the need for diff erent branding 
strategies for diff erent business models must be 
considered.

Th e results from the food and drug retailer sector 
analysis (see annexures) suggest that there is a 
strong correlation between the brand health index 
and relationship scores such as the ROA R-squared 
and EPS of the brands in this category. Massmart 
is one of the brands that showed signifi cant 
growth from 2005 until 2017. Th e positive result 
from this was expected as Massmart falls under 
the category of fast moving consumer goods 
(FMCG) brands, and brand awareness and trust 
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are the key determinants of choice in this sector. 
Th ese results appear to suggest that, sectors of 
the market there might be a strong correlation 
between brand equity and shareholder return. It 
could also be concluded that, in one of the cases, 
the results appear to support research done by 
Maheshwari and Lodorfos (2014, p.63) who were 
able to demonstrate that changes in brand equity 
are associated with changes in fi rm value.

Th e results from the construction and materials 
analysis (see annexures) are mixed. While the 
Wilson Bayly Holmes-Ovcon result indicates 
a constant growth throughout the years, the 
opposite is true for PPC Ltd. Th is situation is 
understandable considering that PPC is faced 
with competition and is competing in a growing 
market, while Afrimat is also not a monopoly. 
Brand equity would give PPC a competitive 
advantage, while brand equity would in this 
instance be less important for Wilson Bayly 
Holmes – its investors further enjoy annual 
returns in spite of poor brand image. It would 
appear, based on the actions of PPC Ltd. and its 
competitors, that the construction and material 
category is the one category that has taken heed 
of the assertion by Keller (2013) that high levels 
of awareness and positive brand image increase 
the probability of brand choice as well as produce 
greater consumer loyalty.

Th e results from the food producer sector (see 
annexures) were negative, with RCL Foods, 
Oceana Group and Tongaat Hullets having 
negative results and as a result a negative brand 
health. Th is result is surprising, as one would 
have expected the trend to be the same as in the 
food and drug retailer sector. One would expect 
the two sectors to exhibit similar behaviour. Th is 
might suggest diff erent consumer buying patterns 
for this category.

RQ2: What is the relationship between brand 
health and corporate performance?

According to the research done by Keller (2009, 
p.82), there are various dimensions namely; 
brand awareness, brand image, brand quality and 
brand loyalty, as highlighted in the theoretical 
framework presented in the literature review. 
Yet, to most South African brands that barely 

generate brand awareness in the market, brand 
loyalty does not occur at this stage. In light of 
the empirical fi ndings, consumers, clients and 
purchasers cannot recognise most of the brands 
analysed. Furthermore, it complicates the BHI 
measurement in relation to the brand awareness 
due to the imprecise robustness in the brand 
categories. Th erefore, for the South African 
brands that are listed on the JSE, the only way to 
survive is on building brand awareness.

Brand image according to Aydin and Ulengin 
(2015, p.63) also plays an important role in the 
relationship between the brands and the BHI. Th e 
literature review suggests that BHI is seen as one 
source to generate brand image and its associations 
would aff ect brand image and subsequently the 
brand’s equity. At this point, empirical fi ndings 
prove that South African brands suff er signifi cant 
eff ects of the South African identity and the 
political stance at time, whereby the brand images 
can be very negative. In other words, due to the 
infectious South African identity, South African 
brands may suff er from attributes such as, an 
unstable external environment, poor quality of 
products and infl ation, that are normally attached 
to this identity regardless of brand or in some 
cases its product category.

From another perspective, researchers indicate 
that consumer brand image shift s when the BHI 
of the brand changes (Plank, 2012, p.82). Th ese 
fi ndings by Plank (2012, p.82) also point out that 
consumers have a specifi c brand image and an 
image could be adversely aff ected by its major 
brands’ performances in the other markets. Given 
the bi-directional relationship existing between 
brand health and corporate performance, the 
brand association is suggested. Being seen as 
a secondary association of a brand (Kotler & 
Keller, 2012), brand health is seen as one source 
to generate a brand image. Th e authors (Kotler 
and Keller, 2012, p.70) emphasise that while 
consumers’ associations with a brand emerge as 
secondary associations, they would aff ect brand 
image/associations and subsequently brand 
equity as consumers with knowledge of the brand 
will possess positive/negative associations with 
the image of that brand. Th is is diff erent from 
Kim’s (2013, p.93) claims that the eff ects of brands’ 
performance are category specifi c, whilst Gaskill 
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and Winzar (2013, p.3) argue that the image of a 
brand has been found to be transferrable between 
diff erent categories. Th is is to say, brand image 
and the beliefs related to a specifi c category can 
be transferred to another new brand from the 
same category. Such transference of beliefs is seen 
as a sign of consumer loyalty to brands that are 
from other countries with favourable images.

Depicted from the fi ndings and discussion 
above, a relationship does exist between brands’ 
health and brands’ image and their association. 
Brands per se are no longer simply aff ected by 
their country’s identity. Brand health is, at the 
same time, defi ned by brand performances. Th e 
relationship is derived from customer experiences 
of brands originating from a specifi c country, 
defi ning stereotypes exclusively summarise the 
image of that country, which later on signifi cantly 
aff ect the other brands with that country’s identity 
regardless of what they off er.

MANAGERIAL IMPLICATIONS 
Given the relationship between long-term 
brand health and performance, it is important 
for management to concentrate on the long-
term brand health of their companies as this 
will in turn translate into better performance. 
Th is will mean that they will ultimately have to 
focus on brand loyalty and perceived quality. 
Consumers and clients have high brand loyalty 
towards a brand if they are satisfi ed with the 
product or service delivered by it. Th is is why 
these organisations should focus their strategy on 
creating or attracting loyal customers, which can 
be done through delivering high quality products 
and services. Th is will result in establishing a 
long-term commitment with loyal customers 
and clients who will not switch easily to another 
brand, compared to non-loyal customers who can 
switch easily. Th is will in turn lead to increasing 
the sales volume and profi tability of the brands 
and would give that brand the chance to present 
its services and products in the market with a 
premium price.

In the aspect of brand awareness, it is 
recommended that the organisations under study 
should embark on intensive campaigns to create 
stronger brand awareness and brand image. 
An interesting observation made from this 

research study was that consumers and clients 
are more infl uenced by the brand image of the 
organisations. In order to build a strong customer 
brand loyalty, it has to create a higher customer 
perceived quality, given that brand loyalty and 
perceived quality are intertwined. Keller (2009, 
p.82) note that a relatively large satisfi ed customer 
base provides an image of the brand as accepted, 
successful products and services which have 
a longer life cycle. It is advised that the brand 
image of the organisation can be strengthened 
by advertising and promotional activities. 
Advertising and promotions should therefore be 
used by marketing managers in these industries 
to create and reinforce an image for the target 
public.

To create a successful and diff erentiated brand 
image and in turn, brand health, organisations’ 
marketers should communicate, position and 
diff erentiate their brand on all four elements of 
brand image by Zhang (2015, p.67). To enhance 
the customer’s perception of the brand image 
and to build a lasting, positive image, companies 
should convey a singular or distinctive message 
that communicates the products and services 
major benefi ts and positioning using advertising 
and promotional activities. Also, it is important 
to continuously use advertising and promotions 
through various communication channels in a 
strategic way to improve the brand image. Th e 
multiple communication channels are especially 
important as the brand image involves brand 
association.

Consequently, marketing managers from 
the diff erent industries should engage in 
communicating more oft en with customers 
and clients in order to enhance the customers’ 
impression of their brand image and should build 
up long-term relationships with customers and 
clients, and focus more on the diff erentiation 
strategy of their company’s image to distinguish 
it from others in the similar industries. 
Benchmarking practices can also be performed 
by these industries, whereby the company with a 
low brand health score can look at the practices 
of one with a high score and see where they could 
possibly improve.

Central to the idea of a brand’s success is 
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segmentation. Th e basis on which segmentation 
is conducted also diff ers when taking into 
consideration the brand and customer 
perspectives. With a brand-based perspective, the 
emphasis is on benefi t-based segmentation. Th at 
is, fi rms try to identify homogeneous groups of 
customers who seek a particular benefi t from a 
brand and then try to create brands that best fulfi l 
those needs. With a customer-based perspective, 
the emphasis is on profi t-based segmentation. 
Th at is, organisations identify the most profi table 
customers and develop strategies e.g., loyalty 
programmes, rewards (this has been adopted 
by Pick and Pay and Clicks), to help retain 
those customers and to also divest unprofi table 
customers (or to migrate unprofi table customers 
to alternative products or services that will make 
those customers profi table).

Organisations that will adopt a market asset 
perspective will have to mix the benefi ts and 
profi t-based approaches with segmentation 
(Gaskill & Winzar, 2013). Th is can be done by 
analysing the customer and brand portfolio and 
then by matching brands with customers in a 
way that is most profi table. Again, organisations 
will need to be mindful of the temporal shift s, 
shift s that are based on changes in the brand, the 
customer, the customer-brand relationship, and 
the type of industry they are in.

CONTRIBUTIONS 
Th e current study contributed to scholarship 
by recognising practical brand measurement 
techniques that are applicable across a wide 
range of decision settings to provide insight 
into the evaluation and assessment of brands 
found on the JSE. Th e study also contributed to 
scholarship strategically, by providing companies 
and marketers with a clear path in regards to 
how they can eff ectively build their brands. 
Th e suggestions made in this study will help 
organisations build brands that foster high equity 
and brand health by ensuring the long-term 
profi tability and sustainability of their product 
and service off erings by creating awareness and 
favourable associations in the minds of their 
consumers or clients. Th ere is a lack of literature 
regarding the topic of brand health, and its eff ects 
on an organisation’s performance. Th erefore, the 
results of the study will have an impact on future 

research in the academic domain.

STUDY LIMITATIONS 
Th e scope was only limited to brands owned 
by publicly listed companies. Data for publicly 
listed companies is freely available, as a legal 
requirement, and as a result was easier to obtain. 
Th is means that potentially strong brands from 
private companies had to be excluded from the 
analysis, for example: brands in the Pioneer stable, 
like Liqui Fruit and Ceres fruit juices. Although 
data on listed companies on the JSE are readily 
available, some companies did not have data over 
all the periods for this study, as some companies 
did not exist for the entire period.

FUTURE RESEARCH 
Th is study covers only a single construct of only 
those brands listed on the JSE. Th e suggestion 
would be to conduct similar analysis of some of the 
remaining brands owned by foreign companies 
operating in South Africa. Such an analysis would 
enable insight to be gained into foreign markets as 
well as promote the possibility of comparison of 
international strategies and tendencies of creating 
and sustaining successful, strong brands. Future 
research should also analyse more explicitly 
the other antecedents such as customer values 
and satisfaction, customer experiences, social 
responsibility and quality, along with perceived 
quality, brand loyalty and brand image for a more 
comprehensive understanding on successful 
brands in the future.

CONCLUSION 
Brand health is a vital driver of brand exposure 
with a signifi cantly strong result. According to the 
fi ndings, there is evidence that the higher degree 
of brand health leads to an equally higher degree 
of brand awareness. Th ere is growing pressure 
on the marketing fraternity to demonstrate the 
impact of the long-term health of a brand on 
company performance. Th e main reason for this 
study was to assist in bridging the knowledge gap 
that exists locally on the subject of brand equity, 
brand health measurement and brand valuations, 
and it is hoped that this research will initiate 
further research on the topic.

Th e result from the two-way cluster robust 
regression analysis indicated that brand health 
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index score had a positive eff ect on corporate 
performance. Th is study found a signifi cant 
relationship between the BHI and fi nancial 
measures of the EPS and ROA. Th e study further 
found that the longer-term BHI measure (ten-
year) had the highest explanatory factor as 
measured by the R-squared. Th e fi ndings of 
this study are in line with those of Mirzaei et al. 
(2015) who also found a signifi cant relationship 
between the BHI and EPS as well as the BHI and 
ROA. Mirzaei et al. (2015) further found that the 
longer-term BHI had a higher explanatory power 
as reported in the R-squared fi gures.

Th e measurement and management of brand 
health should become a top priority for the 
marketing department, as evidenced by the 
growing literature on the subject. Th is study and 
the literature supported the positive relationship 
between the BHI and the fi nancial performance 
of the organisation. At the end of the day, 
fi nancial practitioners need to see how the BHI, 
as an indicator of brand strategy success, can be 
estimated, and how it tends to be constructed.
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ABSTRACT 
Th e South African Mining industry comprises 
diverse mining activities and minerals such 
as platinum, diamond, iron, uranium, coal, 
manganese, gold, silver, copper and others. 
Mines play a large role in businesses in their areas 
and use a lot of explosives to extract minerals. 
Four explosive manufacturers dominate the 
explosive market. Th is study evaluated the buying 
behaviour of mines when they buy explosives for 
commercial purposes and attempts to identify 
why a mine would change from one supplier of 
explosives to a competitor. A sample of the mine 
managers, mine overseers and the explosives 
managers of the mines was drawn. Data was 
collected from gold mines (27%), platinum mines 
(23%), chrome mines (17%), manganese mines 
(10%), coal (17%) and other mines (7%). Some 
83% of the mines sampled have a turnover of R100 
million and 90% have more than 500 employees. 
A total of 36 questionnaires were circulated, of 
which 30 were properly completed and received; 
setting a response rate of 81%. Th e results show 
mines agree that safety, results, quality, support 
and service (including aft er sales support), price 
and supplier-buyer relationship are the drivers of 
the mines to purchase explosives products. Th e 
implication is that marketers should focus their 
energy towards the antecedents when they sell 
explosives for mining use. Another important 
implication is that marketers should take note 
that product innovation is an antecedent that 
could result in switching of an explosives supplier. 
Hence it can be used as a competitive strategy to 
gain market share.

Keywords: Mining, explosives, South Afri-
ca, buying behaviour, marketing 

INTRODUCTION 
Th e South African mining industry 
Th e South African Mining industry comprises 
diverse mining activities and minerals such 
as platinum, diamond, iron, uranium, coal, 
manganese, gold, silver, copper and others. Th e 
industry is rich in resources and accounts for 88% 
of the global platinum group metal reserves, 70% 
of manganese, 72% of chrome, 32% of vanadium 
and 13% of gold (Minnit, 2014:64). Mining is 
also an important provider of employment and 
employed half a million people, representing 3% 
of the country’s economically active population in 
2010 (Roos, 2014:13). However, this situation is 
in fl ux, and more and more mines are retrenching 
people due to unprofi table commodity prices and 
increased mining costs. Th e Chamber of Mines 
(2015:6) states that in 2015 the mining industry 
employed 457 698 employees who represent 3% 
of the country’s economically active population. 
Some 40,000 jobs were lost in 2015 (Chamber 
of Mines, 2015:7), while in 2019, AngloGold 
announced the retrenchment of another 2,000 
(Niselow, 2019) and Sibanye-Stillwater concluded 
that another 3000 workers would be laid off  
(Omajee, 2019).

Th ere are mainly two types of mining in South 
Africa, namely underground and open cast or 
open pit mining. Th e choice between the two 
mining types depends on the characteristics, size 
and how deep the orebody is located on the surface. 
South African mines are generally underground 
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when it comes to metals and open cast where coal 
is mined. Th e location of the mineral deposits in 
South Africa is shown in Figure 1 below.

Th e fi gure shows that the mineral deposits are 
mainly located in the northern and central parts 
of the country with very limited resources in the 
Eastern Cape, Western Cape and Northern Cape. 
Th e Free State, North West and Gauteng are rich 
in metal-group minerals such as gold, silver, 
vanadium and platinum, for example, while in 
Mpumalanga and KwaZulu-Natal more coal is 
mined.

Explosive industry in South African mining 
Mines use explosives to extract minerals from the 
ground. Both opencast and underground mines 
do so. Th e explosives industry has originated 
because of the gold rush that took place in South 
Africa during 1886-1896 (Saayman, 2014:4). By 
defi nition, explosives are “materials that cause a 
sudden, almost instantaneous release of gas, heat 
and pressure, accompanied by a loud noise when 
subjected to a certain amount of shock pressure and 
temperature” (Business Dictionary, 2018).

Th ere are four major explosives suppliers in 
South Africa. Th ey are African Explosives 
Limited, BME Omnia, Maxam Dantex, Sasol 
Base Chemicals (previously called Sasol Nitro) 
and Solar explosives. Th ere are also some 
smaller producers of explosives components and 
products, serving niche markets such as civil 
blasters and construction (Verster, 2014:21).

PROBLEM STATEMENT 
Explosives play an important role in the South 
African mining industry where mines are heavy 
consumers of explosives. Th is is a result of the 
country’s nature of the orebody and mining 
environment have to use explosives as a rock 
breaking mechanism; explosives are therefore 
an integral part of the mining cycle (Gaula, 
2015:297). In mining, product performance of 
explosives is technically measured. Th is includes 
fragmentation, advances per blast, least damage 
to the environment, safety, service and cost 
per square meter of ore (Moore, 2019). Mining 
companies need safe and reliable explosives 
that provide the expected results repeatedly. 
Furthermore, a constant supply of explosives is 

FIGURE 1: THE LOCATION OF THE MINERAL DEPOSITS IN SOUTH AFRICA (SOURCE: CHAMBER OF 
MINES SOUTH AFRICA (2015B:6))
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important to ensure that the daily blasting duties 
result in a constant supply of mining ore.

However, the problem suppliers of explosives 
face are that their products are not only 
standardised but that these products also have 
the same methods of application (Neri, 2014:2). 
Th e explosives can, therefore, easily be replaced 
by a product from a competitive supplier 
without adapting procedures (CreamerNews, 
2018). Resultantly suppliers face the business 
problem of remaining competitive in the market 
and how to retain their mining customers. In 
this competitive industry where there are no 
product diff erentiation advantages, they need to 
maintain high levels of customer satisfaction and 
understand of their mining customers’ buying 
behaviour to retain their business (Kaninda, 
2016). Th is study aims to understand the buying 
behaviour of mine managers better in an attempt 
to identify a competitive advantage for mining 
explosive suppliers.

RESEARCH QUESTIONS AND 
OBJECTIVES 
Th ree research questions are aligned to address 
this problem:

• Question 1: What literature views underpin 
explosive buying behaviour? 

• Question 2: What are the of buying behaviour 
drivers for mining explosives? 

• Question 3: Which criteria are important 
to select a supplier of choice for mining 
explosives?

• Question 4: Which factors cause a mine 
manager to switch from one explosive supplier 
to another?

Th e primary objective of this study is, therefore, 
to better understand the buying behaviour of 
South African mining managers when they buy 
explosives.

Th e secondary objectives are to:

• Perform a literature study to serve as a basis 
for the behavioural analysis;

• Develop a measuring instrument to gather 
data on explosive buying behaviour;

• Determine the important buying behavioural 
drivers for explosives;

• Identify how mine managers select an 
explosive supplier of choice; and to

• Identify why mines switch between explosives 
suppliers. 

ORGANISATIONAL BUYING BEHAVIOUR
In this study, the mines act as the consumers of 
the fi nal product (explosives they purchase from 
explosives manufacturers). For this reason, mines 
are the consumers of explosives; hence customers 
of explosives manufacturers (Durmaz, 2014:194). 
Typically, buyer behaviour is defi ned as (Jadoon, 
2017):

• Acquiring the products or services to enable 
the consumption of products and services 
which are triggered by the decision-making 
process (Shin, Yu and Tseng, 2015:391).

• Buyer behaviour is the concept which answers 
to what, how, when and where an individual or 
an organisation makes a purchase (Khaniwale, 
2015:280).

• Buyer behaviour is how individuals, groups 
and organisations select, purchase, use 
and dispose of products, services, ideas or 
experience satisfying their needs and wants 
(Gopal and Jindoliya, 2016:3385). 

Organisational buying is the decision-making 
process by which formal organisations establish 
the need for purchased products and services and 
identify, evaluate and choose among alternative 
brands and suppliers (Turka and Susan, 2015:391). 
Mines are such organisations. Th e diff erence in 
buying behaviour is that individuals or groups 
of individuals in organisations make the buying 
decisions on behalf of their organisations and 
purchase products and services professionally. 
Organisational buying behaviour also diff ers 
from consumer buying behaviour with regard 
to number of people involved in the decision-
making process (Hedberg and Gatarski, 2019). 
Purchases done by the organisation are derived 
from specifi c problem or needs and made for one 
or four basic reasons, namely:

• Items can be bought for inclusion in the end 
product; 
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• Purchases of capital equipment used to 
manufacture the end product;

• Purchases of equipment which is used 
indirectly in the manufacture or supply of 
product but it is not part of the production 
process; and

• Th e purchase of services or one kind of another, 
ranging from management consultancy to 
catering services.

Mines use explosives to blast solid ground to get 
to the minerals and to sell it to other organisations 
or businesses. Understanding organisational 
buying behaviour enables suppliers to position 
their explosives products correctly, and thereby 
design a competitive advantage in a standardised 
product (Chowdhury, 2013:57) such as mining 
explosives. through product use; hence, it is 
important for a marketer to understand buying 
behaviour.

Back in 2003, Du Plessis and Rousseau 
(2003:148) emphasise that, in many cases, the 
price is the last consideration in organisational 
buying behaviour, provided that all of the other 
requirements have been met by the supplier. (Th is 
study will, among other things, test this view 
in mining explosives.) Hedberg and Gatarski 
(2019) note that this view is still true. Modern 
technology enables buyers to gather information 
eff ortlessly on the product-price relationship in 
their selection of a supplier. Although the price 
could be an important consideration, the buying 
decision in organisations is not highly sensitive 
on price; the other objectives are considered to 

be more crucial for organisational buyers when 
they decide to purchase a product for industrial 
or organisational use. Here issues such as the 
requirement for suppliers to deliver the right 
quantity, product quality and to do so at the right 
time, play a more important role than price to 
deliver value to their customers. Th ese buying 
criteria are specifi cally important in mining 
explosives (Neri, 2014; Sasol, 2019)

Th e logical fl ow of organisational buying 
behaviour is illustrated by the buying grid below 
developed by Robinson, Faris and Wind (1967) 
(in Du Plessis and Rousseau, 2003:149-150). As 
depicted in the table below, new task purchase 
tick all the blocks on the buying phases, meaning 
that when organisations purchase new products 
that they never used before they follow all the 
buying phase steps. Furthermore, modifi ed rebuy 
almost tick few of the boxes and lastly straight 
rebuy tick very few boxes.

Buy-grid model portrays the steps businesses go 
through in making purchase decisions. Th e buying 
grid model refl ects that when an organisation is 
executing a new purchase, it progresses through 
all phases of the buying process than when 
they are doing modifi ed rebuy they go through 
several phases of the buying process and lastly 
when doing straight rebuy they go through few 
phases of the buying process. Mining explosives, 
as a standardised product, mostly uses a straight 
rebuy decision-making process.

Buying behaviour of explosives by mines is 

TABLE 1: BUYING GRID FRAMEWORK

Buying Phases
Buy Classes (buying Situation)

New task Modifi ed 
Rebuy

Straight 
rebuy

Problem Recognition Yes Maybe No
Characteristics and quantity of a needed item Yes Maybe No
Description or specifi cation of the needed item Yes Maybe No
Search for and qualifi cations of potential suppliers Yes Yes No
Obtaining and analysing supplier proposal Yes Yes Maybe
Evaluation of proposals and selection of suppliers Yes Yes No
Selection of order routine Yes Yes Maybe
Performance and feedback evaluation Yes Yes Yes

Source: Du Plessis and Rousseau (2003:149-150)
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also investigated using environmental factors, 
organisational factors, interpersonal factors and 
the individual buyer factor. Th ese infl uences are 
clarifi ed below.

• Environmental factors 
Environmental factors that infl uence the 
organisational buyer behaviour are Level of 
demand, economic outlook, and cost of money, the 
rate of technology changes, political and regulatory 
development and competitive developments. 
Environmental factors are habitually outside a 
purchaser’s control. Organisational buyers are 
infl uenced by forces in the external environment; 
they are aff ected by changes in the economy, 
new legislation or technological development 
(Du Plessis et al., 2007:295). Blythe (2014:125) 
emphasised that law oft en lay down specifi c 
technical standards which aff ect buyers’ decision. 
At the moment some of the mines are shut down 
due to weaker commodity prices and some of the 
mines are forced to reduce costs or scale down. 
Many of the Top 40 companies credit their cost-
cutting programs for helping to improve returns 
(PWC, 2015:12). Th is can include moving from 
one supplier to the other, retrenchments, and 
others. Furthermore, organisations have to 
consider the triple bottom line. Kannan (2017:4) 
defi nes a triple bottom line as “the creation of 
goods and services using processes and systems that 
are non-polluting, conserving energy and natural 
resources, economically viable, safe and healthful 
for employees, communities and consumers, 
socially and creatively rewarding for all working 
people”.

• Organisational factors
Organisational factors that infl uence the 
organisational buyer behaviour are objectives, 
policies, procedures, organisational structures 
and systems. Organisational factors drive from 
the corporate culture as well as from the strategic 
decision made by senior management (Blythe, 
2014:125).

• Interpersonal factors
Interpersonal factors that infl uence the 
organisational buyer behaviour are authority, 
status, empathy and persuasiveness. Interpersonal 
factors involve the interaction of several people 

of diff erent status, authority, empathy and 
persuasiveness that comprise the buying centre 
(Holvitie, 2006:13).

• Individual factors
Individual factors that infl uence organisational 
buyer behaviour are age, income, job position, 
personality and risk attitude. Individual forces are 
the motivations and experiences of the personnel 
involved in the buying process (Copper, 2014:379). 
Individual factors are formed from diff ering 
evaluative criteria, information processing, and 
risk reduction strategies (Holvitie, 2006:14).

RESEARCH METHODOLOGY 
Research approach 
Th e quantitative research approach was used 
to collected primary data from the mining 
industry. Th e population in this study consists of 
mine managers, explosives managers and mine 
overseers. In this population “mine manager” 
refers to the person appointed to be responsible 
for the control, management and direction of a 
mine or a works and includes the term “general 
manager” as per the Mine Health and Safety 
Act, no. 29 of 1996) (SA, 1996:10). A mine 
manager is responsible for the management 
of the mine, including planning, budgeting, 
staffi  ng, cost containment, and profi tability 
(Ausimm, 2016). A mine manager manages 
“mine overseers” who report to him on a day-
to-day basis on the production of their sections. 
Mine overseers are responsible for everyday use 
of explosives; they also control ordering and use 
of explosives. Th e role of the mine overseer is to 
manage daily mining underground operations 
by the management of mining activities, logistic 
activities and resources through planning, 
scheduling and communications. Mine overseers 
have production supervisors who report to them. 
Moreover, they also report discrepancies on the 
performance of the explosives.

Additionally, there is an “explosives manager” 
who, according to the Department of Labour 
(2004:10), defi nes a person who is specifi cally 
appointed to manage the safety and technical 
aspects of explosives in the danger area. 
Explosives managers coordinate the daily 
explosives requirements between the supplier and 
the mine. Th ey also ensure that the explosives are 
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performing to its expectation and that explosives 
are used safely. An explosives manager has 
explosives co-ordinators who work under him 
who deal with day-to-day explosives work at the 
shaft s.

Mine managers, explosives managers and mine 
overseers are the main users of explosives, and 
that makes them key decision makers on the 
purchasing of explosives. Th ey collect all the data 
on the performance, cost and safety. Th ey are also 
the ones who the supplier communicates with 
most of the time.

Population and sample 
Th e population for this study consisted of 
mine managers, explosives managers and mine 
overseers. Th ey were selected on the basis of their 
involvement with explosives at mines and their 
infl uence they have on the buying of explosive 
products. Th e so-called “blasters”, licenced 
explosive operators, were not targeted because 
they have limited infl uence on the buying of 
explosive products. Th eir views are known to 
mine overseers who are able to communicate the 
blasters’ experiences and operational standpoints 
regarding explosive products. A convenient 
purposeful sample was used to target four 
managers per mine at nine diff erent mines; two 
managers (miner and/or explosive managers) 
and two overseers per mine. Th is resulted in 
a sample size of 36 managers, 18 mine and/
or explosives managers and 18 mine overseers. 
All 36 received questionnaires and 30 of them 
participated by completing and returning the 
questionnaire (Resulting in a response rate of 
81%). Th e questionnaires were distributed to the 
mines throughout South Africa (no geographical 
demarcation was used) using emails, while some 
closer to the researcher was hand-delivered. 
Aft er two weeks, the respondents were reminded 
by email to complete and return the completed 
questionnaire; that questionnaire physically 
distributed were collected by the researcher 
during site visits to these mines.

Measuring instrument 
Th e questionnaire used was designed based on 
the organisational buying behaviour model. Th e 
questionnaire was designed with the population 
in mind. Th e questionnaire utilises a fi ve-point 

Likert scale (1=strongly disagree to 5=strongly 
agree) on which the respondents indicated their 
degree of agreement or disagreement with the 
statements measuring the variables.

Th e validity of the questionnaire and reliability 
of data 
Th e questionnaire was, prior to distribution, 
subjected to fi ve experts in mining and explosives 
to ensure content and face validity; they 
specifi cally scrutinised the questionnaire to ensure 
that it measures what it is supposed to measure 
(Cilliers et al., 2014:256). Regarding the reliability 
which relates to the credibility and repeatability 
of the fi ndings, the Cronbach’s coeffi  cient alpha 
was used (Welman et al., 2012:145). Cronbach’s 
alpha coeffi  cient was used to test reliability and 
internal consistency of the data. Data of values 
from 0.7 and above are reliable and have internal 
consistency. Th e data collected are reliable and 
have internal consistency with an acceptable 
Cronbach’s alpha coeffi  cient of 0.704 (n=30); 
this exceeds the 0.70 requirements for reliability 
(Field, 2009:668). Based on acceptable reliability 
level, the data was analysed despite a relatively 
small sample and response.

ETHICAL CONSIDERATIONS 
Th e study was registered with the North-West 
University’s ethical committee and classifi ed 
as a low-risk study. Hence no ethical clearance 
number was issued. Also, permission to conduct 
the study was obtained from the management and 
board of the participating companies. Informed 
consent was also distributed to each participant 
before the completion of the questionnaire.

RESULTS 
Demographic characteristics 
Demographic characteristics of the respondents 
were collected in Section A (Biographic 
information) where six biographic information 
variables were examined namely age group, 
gender, race group, highest academic qualifi cation, 
position and years of experience. Th e summary 
of biographical information of the respondents is 
presented in Table 3.

Th e sample comprised 25 (83%) males and 5 
(17%) females. Some 16 respondents fall within 
an age group of 30-39 years, ten falls within 40-49 
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years, and four falls within 50-59 years. 21 (70%) 
of the sample identifi ed themselves as blacks 
followed by 9 (30%) who identifi ed themselves 
as white. Two thirds (20) of the respondents 
have a university degree, 6 (20%) have diplomas 
/ Technikon qualifi cation, 2 (7%) have the 
certifi cate, and 2 (7%) holds a matric certifi cate.

Most of the respondents were mine managers 
with a response rate of 56% then followed by mine 
overseers with a response rate of 27% are and drill 
and blast engineers with a response rate of 17%.

Th e fi gure shows that 23% of the respondents have 
20, and above years’ mining experience, similarly 
23% have 10 to 15 years’ of mining experience 
followed by 20% have 15 to 20 years, equally 20% 

have 5 to 10 years’ of mining experience, and 
lastly 14% have 1 to 5 years of experience.

Th e buying behaviour of explosives 
Th e results show that there are two categories 
of buying behaviour drivers. One groups of 
drivers are required and a transaction will not 
realise if these drivers are not present. Th ey are 
therefore, non-negotiable drivers of explosive 
buying behaviour and act as “show-stoppers” in 
the transaction. Th e second group of drivers are 
preferable in the buying behaviour of explosives, 
and although the absence of these drivers 
might weaken the proposition for an explosive 
transaction, absence will not automatically result 
in a “no-sale” situation. Th e Not-negotiable and 
Negotiable drivers are listed below in declining 

TABLE 3: DEMOGRAPHIC CHARECTERISTICS OF THE RESPONDENTS 

Variable Category Frequency Percentage

Age Group

≤ 29 0 0
30 – 39 16 54%
40 – 49 10 33%
50 – 59 4 13%

60+ 0 0

Gender
Male 25 83%

Female 5 17%

Race Group

Black 21 70%
White 9 30%

Coloured 0 0
Indian 0 0

Highest Academic 
Qualifi cation

Lower than matric 0 0
Matric 2 7%

Certifi cate 2 7%
Diploma (Technical 

College or Technikon) 6 20%

University degree 20 67%

Position

Mine Manager / 
General Manager 17 56%

Mine overseer 8 27%
Explosives Manager/

Drill and blast engineer 5 17%

Years of mining 
experience

1-5 4 14%
5-10 6 20%

10-15 7 23%
15-20 6 20%
20+ 7 23%
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order of importance.

• Not-negotiable drivers: safety (4.8), quality 
(4.6), product performance (4.6) and support 
services (4.3). 

• Negotiable drivers: price (3.8), relationships 
(3.8) and payment options (3.1). 

Th e drivers are shown in the table below (Th e 
table, similar to the following tables, are sorted 
in declining order of importance). Th e standard 
deviation was small (sd < 1) in most cases; 
this means that the respondents were fairly in 
agreement regarding the importance of drivers in 
the table. (Th e table is sorted in descending order 
of importance on mean values).

Th e higher the mean value, the more important 
the respondents regard the specifi c driver. Th e 
table illustrates that the respondents agree that 
safety, results, quality, support/service (aft er sales 
support), price and supplier-buyer relationship 

are all important drivers for mines to purchase 
explosives products. Safety has a mean value of 
4,800, meaning it is the most important factor to 
consider when purchasing explosives. Th e variable 
that scored a low mean value is the payment 
option with a mean value of 3,167. Interestingly, 
the results show that safety and quality are more 
important than the price as a behavioural driver. 
Th is is substantiated by research by Du Plessis 
and Rousseau (2003:148) who also pointed out 
that price is (interestingly) regarded as a less 
important driver in the buying of explosives than 
the other criteria.

Th e factors that infl uence the choice of a specifi c 
supplier are shown in Table 5.

Th e table illustrates that the respondents agree 
that reputation, packaging, previous experience 
with an explosives supplier and the law are the 
factors which infl uence their choice of supplier 
of explosives. Interestingly reputation has a high 
mean value of 4.467, indicating that buyers rely 
heavily on the reputation of the supplier as a choice 

FIGURE 3: POSITIONS OF THE RESPONDENTS

FIGURE 4: YEARS OF EXPERIENCE 

TABLE 4: DRIVERS OF EXPLOSIVES PURCHASE

Variable N Mean StdDev Min Max
Safety 30 4,800 0,551 3,000 5,000
Quality 30 4,567 0,728 3,000 5,000
Results 30 4,567 0,679 3,000 5,000
Support/Service (aft er 
sales support) 30 4,300 0,877 2,000 5,000

Price 30 3,833 0,913 2,000 5,000
Supplier buyer 
relationship 30 3,833 1,020 2,000 5,000

Payment option 30 3,167 1,147 1,000 5,000
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factor. Packaging (4.133), previous experience 
with an explosives supplier (4.167) and the law 
(4.167) are also important factors. Th e variable 
that scored a low mean value was sponsoring 
events with a mean value of 2.733; this means that 
sponsoring is not an eff ective advertising tool in 
the explosives market.

Switching between suppliers is also an important 
behavioural aspect in the explosives market. 
Th ese results appear in table 6.

Th e table reveals that poor performance, poor 
service, late delivery, defects, legal and innovation 
are the reasons why mines switch from one 
explosives supplier to another one. With the mean 
value of 4.567, it is evident that poor performance 
is a number one factor why mines switch from one 
explosives supplier. Other important reasons are 
poor service (4,500), late delivery (4,267), defects 
(4.400), legal (4.133) and innovation (4,400). 
Th e variable that scored a low mean value is a 

supplier-buyer relationship with a mean value of 
3,433. Product performance is key; miners do not 
tolerate poor performance. Th is is an important 
fi nding for marketers of explosives in the mining 
environment.

MANAGEMENT IMPLICATIONS 
Th e following implications are relevant for 
managers:

1. Manufacturers of explosives products must 
make sure explosives products are of suitable 
quality, and that these are safe because quality 
and safety are the two most important non-
negotiable driver of explosive purchases. 

2. Poor performance and number of defects 
are key reasons why mines switch from one 
explosive supplier to another. Suppliers must 
make sure their explosive products don’t 
have defects. Moreover, they must make sure 
the explosives yield expected results. If not, 

TABLE 5: FACTORS INFLUENCING THE CHOICE OF EXPLOSIVES SUPPLIER 

Variable N Mean StdDev Min Max
Reputation 30 4,467 0,819 2,000 5,000
Previous experience with an 
explosives supplier 30 4,167 1,117 1,000 5,000

Law (e.g. Recommendation to 
change from Capped fuse to 
Shocktube initiation)

30 4,167 0,950 2,000 5,000

Packaging 30 4,133 0,819 3,000 5,000
Sales person 30 3,467 0,900 1,000 5,000
Th ird Party (word of mouth) 30 3,333 1,124 1,000 5,000
Advertisement 30 2,933 1,112 1,000 5,000
Sponsoring event 30 2,733 1,081 1,000 5,000

TABLE 6: REASONS FOR SWITCHING FROM ONE EXPLOSIVE SUPPLIER TO ANOTHER

Variable N Mean SE Mean StdDev Min Max
Poor performance 30 4,567 0,164 0,898 2,000 5,000
Poor service 30 4,500 0,171 0,938 1,000 5,000
Innovation 30 4,400 0,132 0,724 3,000 5,000
Defects 30 4,400 0,170 0,932 1,000 5,000
Late delivery 30 4,267 0,214 1,172 1,000 5,000
Legal (change in law) 30 4,133 0,157 0,860 3,000 5,000
New product development 29 3,862 0,163 0,875 2,000 5,000
Price 30 3,800 0,155 0,847 2,000 5,000
Economic Situation 30 3,467 0,184 1,008 2,000 5,000
Supplier buyer relationship 30 3,433 0,202 1,104 1,000 5,000
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the mines indicated that they will consider 
another explosive supplier. 

3. Suppliers must deliver correct product, 
quantity and on time. 

4. Explosive suppliers must strive for a good 
reputation as it highly infl uences the mining 
choice of supplier. 

5. From the literature research it became 
evident that explosive suppliers should focus 
on research to develop new products and to 
improve current ones. Product innovation is 
an important reason why buyers of explosives 
switch between suppliers (Orica, 2019, Sasol, 
2019).

6. Aft ersales service is one of the drivers of the 
explosives products. Th erefore explosives 
suppliers must do follow up on their products, 
and hence, it is the results refl ecting poor 
service as one of the reasons why mines 
switch from one explosives supplier to the 
other supplier.

SUMMARY 
Th e primary objective of this study was to 
determine the mining buying behaviour drivers 
of the explosives products in South Africa. 
Th e literature states that the cost of the product, 
reliability of delivery, quality of the product and 
aft er-sales services, supplier’s reputation in the 
market, sample provided by the supplier, the ability 
of the supplier to provide the product regularly, 
fl exibility in dealing, credit policies, rejection rate 
/ No of defects and relationship with the suppliers 
are factors to consider by the buying centre when 
they select suppliers. Th e results reveal that 
safety, results, quality, support/service (aft er sales 
support), price and supplier-buyer relationship are 
the drivers of the mines to purchase explosives 
products.

Th e literature review indicated that the buying 
decision in explosives is not entirely dependent 
on price; the results of this study support 
these fi ndings mentioned in the literature. An 
important observation is that off ering explosives 
at a lower price will not infl uence the mines 
to purchase these explosives products, while 
improved products and innovation will (Orica, 
2019). Explosive products must be safe and be 
able to give expected results when used and have 

the blast capacity the mine expects from the 
product.

Regarding the empirical research, it is evident 
that Reputation, packaging, previous experience 
with an explosives supplier and law are the factors 
which infl uence their choice of supplier of 
explosives. Th e supplier must have an excellent 
reputation for the mine to consider their product. 
Furthermore, mines leave the explosives suppliers 
because of poor performance, poor service, late 
delivery, defects, legal and innovation.

Finally, the study shows that, in essence, mining 
explosives are about product quality and 
performance, and not about the price of payment 
options. In practice, this is an important fi nding 
for marketers of mining explosives.
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ABSTRACT 
Th e Consumer Protection Act (CPA) No 68 of 
2008 provides a comprehensive framework to 
protect South African consumers against unfair 
practices in the marketplace. Th e purpose of this 
study is to investigate consumers’ knowledge of 
the CPA by comparing their perceived knowledge 
and actual knowledge of the Act. A cross-sectional 
quantitative survey was conducted on a non-
probability convenience sample of 200 Gauteng 
residents. Th e results indicate that whilst a number 
of consumers consider themselves knowledgeable 
about the CPA, their actual knowledge is limited. 
Th is suggests that a number of consumers are 
still unfamiliar with some aspects of the Act and 
may be accepting unfair business practices from 
retailers, unaware that those practices may not 
be in their best interests or may even be illegal. 
Th ese fi ndings can assist government, businesses, 
the National Consumer Commission and 
other interested parties to develop educational 
programmes to improve the knowledge of the 
South African public of the CPA and empower 
them to exercise their rights as consumers.

Key words: Consumer Protection Act, Per-
ceived Knowledge, Actual Knowledge, Con-
sumer Education, South Africa 

1. INTRODUCTION 
Concerns have been raised in prior studies 
as to the lack of enforcement and continuous 
communication relating to the Consumer 
Protection Act (CPA) No 68 of 2008. Th is leaves 
many consumers unaware of the existence of this 
Act and of their rights under it (Barnard, 2015: 
223). Th e CPA was introduced to the South 
African public in April 2011. Th e Act focuses on 
strengthening and protecting consumer rights 
and empowering consumers to take action when 
they believe their rights under the CPA have 
not been fulfi lled. It also enables consumers to 

complain to suppliers and demand fair remedies 
for poor service delivery, low-quality products or 
unmet product or service promises (Woker, 2010: 
2017).

Th e introduction of the Consumer Protection Act 
was aimed at ensuring that consumer law remains 
relevant by replacing existing, outdated laws and 
to conform to international best practice. Most 
importantly, however, the Act sought to protect 
vulnerable consumers from unethical business 
practices (van Schalkwyk, Akpojivi & Bevan-
Dye, 2015: 19). According to Rolando (2011: 11), 
the Act was intended to increase the general level 
of service and ethics in the business environment 
since all businesses are required to comply with 
the CPA. Jacobs, Stoop and van Niekerk (2010: 
303) assert that it is therefore important for every 
customer and business to understand the CPA to 
ensure that:

• Consumers understand their rights under the 
CPA (Jacobs et al., 2010: 303). 

• Businesses familiarise themselves with the 
provisions of the law and make the necessary 
adjustments to ensure compliance (Stoop, 
2016: 1092; Stoop & Chürr, 2014: 515).

• A consistent legislative and law enforcement 
framework is promoted relating to transactions 
and agreements (Barnard, 2015: 224).

According to Kharb (2013: 98), the CPA gives 
consumers (i) access to a fair and sustainable 
marketplace to trade in goods or services, (ii) 
protection when trading in goods or services, (iii) 
access to information on goods or services, (iv) 
access to fair marketing and business practices, 
and (v) higher standards of generally responsible 
behaviour by both suppliers and consumers. 
However, consumers can only exercise their rights 
and responsibilities under the CPA eff ectively if 
they are aware and knowledgeable about them. 
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Th erefore, it is important to assess consumers’ 
awareness and knowledge of the CPA. Th e purpose 
of the study is to determine Gauteng consumers’ 
perceived knowledge of their consumer rights as 
contained in the CPA and to compare this to their 
actual knowledge of these rights.

Th e remainder of this article is organised as 
follows. Section 2 presents the problem statement 
and Section 3 contains the review of literature 
pertaining to the CPA. Section 4 describes 
the research methodology while Sections 5 
and 6 analyse and discuss the results. Th e 
last section concludes the study and provides 
recommendations for future research.

2. PROBLEM STATEMENT 
A review of literature on the CPA reveals that 
most studies have investigated how awareness 
and perceptions of the CPA infl uence consumer 
behaviour (Fang, Ng, Wang & Hsu, 2017; 
Donoghue, van Oordt & Strydom, 2015; Viljoen 
& Marx, 2013, Chirwa, 2012). Th ese studies were 
conducted in both developing and developed 
countries, however, they focused primarily on 
the medical fi eld in Asian countries such as India 
and China (Goel, Sharma, Sharma & Vaish, 2018; 
Leggat, 2011; Singh, Shetty, Bhat, Sharda, Agarwal 
& Chaudhary, 2010).

Studies conducted in South Africa have examined 
the importance of consumer rights for the elderly 
(Barnard, 2015), the impact of mandatory 
genetically modifi ed labelling (Viljoen & Marx, 
2012) and retailers’ knowledge of the CPA (van 
Schalkwyk et al., 2015, Mugobo & Malunga, 
2015). To the best of the researcher’s knowledge, 
none of these studies have assessed the level of 
consumer knowledge of the CPA by comparing 
their perceived knowledge and actual knowledge. 
Th is presents a gap in research which this study 
seeks to fi ll.

2.1 Aim and Objectives 
Th e aim of this study is to explore the awareness 
and knowledge of the Consumer Protection Act 
of Gauteng consumers. To achieve this aim, the 
following objectives were formulated:

• To determine consumers’ awareness of the 
Consumer Protection Act in Gauteng. 

• To determine consumers’ perceived 
knowledge of the Consumer Protection Act.

• To determine consumers’ actual knowledge of 
the Consumer Protection Act.

3. LITERATURE REVIEW 
3.1 Th e importance of the Consumer Protection 
Act 
Th e Consumer Protection Act of South Africa 
protects the rights of consumers as well as 
stipulating the responsibilities of businesses selling 
goods and services to the public (Department 
of Trade and Industry, 2011). Th e CPA is aimed 
at “promoting and advancing the social and 
economic welfare of South African consumers” 
by providing them with an “accessible, effi  cient 
system of redress” (Sharrock, 2010:295). Th e 
scope of the Act is broad as it applies to any goods 
or services promoted or supplied in South Africa 
(Marus, 2011).

Chapter 2 of the Act specifi es that consumers 
have nine fundamental rights:

1. Equality in the consumer market − Th is deals 
with fairness in the marketplace, protecting 
the consumer from unfair discrimination, 
such as consumers being prevented from 
buying goods based on race, gender or sexual 
orientation, among other things (Department 
of Trade and Industry, 2011; Melville, 2010). 

2. Th e right to privacy and confi dentiality − Th is 
refers to unsolicited communication from 
retailers when promoting their goods and 
services (Department of Trade and Industry, 
2011; Legal Wise, 2017).

3. Th e right to choose − Th is denotes the 
consumer’s decision to select a retailer with 
whom they wish to do business, which 
products they wish to purchase, the right 
to cancel a fi xed-term contract, the right to 
cancel service/product orders that were made 
in advance, the right to examine and choose 
products, even aft er delivery, and the right 
to return goods and demand redress if goods 
were unsatisfactory (Department of Trade 
and Industry, 2011; Melville, 2010).

4. Th e right to disclosure and information − 
Th e right to disclosure refers to product 
labelling which should inform consumers of 
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the specifi cation or ingredients contained in 
the product. It also refers to the right to be 
given an invoice or receipt as confi rmation 
of a sale. Th e right to information refers 
to the requirement of retailers to provide 
information which is clear, unambiguous and 
easy to understand (especially when it comes 
to terms and conditions or agreements) 
(Department of Trade and Industry, 2011; 
Legal Aid South Africa, 2016).

5. Th e right to fair and responsible marketing 
− Th is prohibits retailers from exploiting 
consumers by using ‘bait marketing’, such 
as advertising a product that is not in stock 
with the hope that once the consumers are in 
the shop, they will have no option but to buy 
another similar product that is available. Th is 
consumer right also prohibits retailers from 
forcing consumers to engage in a transaction 
whereby the consumer receives notice that 
a contract will come into eff ect unless the 
consumer informs the retailer that they do 
not wish to proceed with it (Department of 
Trade and Industry, 2011; Melville, 2010).

6. Th e right to fair and honest dealing − Th is 
ensures that retailers or manufacturers do 
not harass, force, pressure or use any other 
similar tactics when marketing, promoting or 
supplying goods, negotiating or demanding 
payment from consumers (Legal Aid South 
Africa, 2016; Department of Trade and 
Industry, 2011; Melville, 2010).

7. Th e right to fair, just and reasonable terms 
and conditions − Th is pertains to the right 
to protection against unfair, unjust and 
unreasonable contract terms that are one-
sided and benefi t only the retailer (Department 
of Trade and Industry, 2011; Melville, 2010).

8. Th e right to fair value, good quality and safety 
− Th is deals with a product’s level of quality 
and ensures that consumers purchase goods 
that are safe for their intended use. Th is right 
also stipulates that consumers are entitled to 
receive a warranty when buying a new product 
as well as a warranty on repaired products 
(Legal Wise, 2017; Department of Trade and 
Industry, 2011; Melville, 2010).

9. Th e right to hold the supplier accountable − 
Th is right protects consumers on issues related 

to lay-by agreements, prepaid certifi cates and 
credit vouchers as well as access to prepaid 
services and facilities (Legal Wise, 2017; 
Department of Trade and Industry, 2011).

Educating consumers about these rights would 
have a signifi cant and positive eff ect on consumers’ 
decision-making processes when interacting with 
businesses (Crouth, 2017; Devi & Rao, 2016).

3.2 Consumer Education and Knowledge 
Knowledge is an important factor in behavioural 
research (Liu, Hong, Zhu, Yan, Qi & Liu, 
2018). A person’s knowledge about an issue can 
signifi cantly infl uence their decision-making and 
behaviour (Radecki & Jaccard, 1995). A number 
of studies have shown the positive eff ect of 
knowledge in shaping consumers’ thoughts and 
infl uencing their decision-making and behaviour 
(Liu et al., 2018; Tormala & Petty, 2006; House, 
Lusk, Jaeger, Traill, Moore, Valli, Morrow & Yee, 
2004). Park, Mothersbaugh and Feick (1994) 
classify knowledge into two types: (i) perceived 
knowledge, which refers to a person’s perception 
of what or how much they know about an issue 
and (ii) actual knowledge, which refers to how 
much a person actually knows about an issue.

For the application of the CPA to be a success, 
education and consumers’ actual knowledge 
play an important role as this allows consumers 
to familiarise themselves with the problems they 
may face and alter the way they may logically 
approach these problems, (Lervik-Olsen, 
Andreassen & Streukens, 2016; Brown, 2011). 
When consumers are educated, they are more 
likely to be aware of various marketing conditions 
which can be favourable or unfavourable (Hes, 
2018; Gizaw & Nguyen, 2014). Th is allows them 
to make more informed purchase decisions with 
regards to the retailer off ers the best price and 
the highest quality (Dutta, 2018: 54). Brookins 
(2018) adds that although consumers have rights 
which are protected by the CPA, they also have 
responsibilities. Th ese include making sure that 
they read agreements, terms and conditions 
and special clauses of any contract of sale before 
agreeing to them and seeking clarity when 
necessary.
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4. RESEARCH METHOD 
4.1 Data collection 
Th e research design adopted in this study was 
quantitative. A survey questionnaire was used 
to collect data from the respondents (Saunders, 
Th ornhill & Lewis, 2016. Th e questionnaire was 
given out to respondents in public spaces such as 
parks, bus stations and outside major shopping 
centres in Johannesburg.

Th e questionnaire was divided into three 
sections: Section A included questions eliciting 
background information on the respondent and 
their awareness of the CPA. Section B measured 
perceived overall knowledge of the CPA as well 
as perceived knowledge of each of the nine main 
consumer rights. A fi ve-point Likert scale ranging 
from 1 (strongly disagree) to 5 (strongly agree) 
was used for all the items. Section C measured 
the actual knowledge of the CPA and comprised a 
sample of twenty correct and incorrect statements 
extracted from the CPA relating to the nine main 
consumer rights, to which respondents were 
asked to provide a ‘True’, ‘False’ or ‘Don’t Know’ 
response. Awareness was measured through the 
scale devised by Devi and Rao (2016). Perceived 
and actual knowledge measurement was adapted 
from Melville (2010), the Department of Trade 
and Industry (2011) and van Schalkwyk et al. 
(2015).

4.2 Statistical methods 
Th e data was coded and captured into the 
Statistical Package for Social Sciences (SPSS), 
version 25, and cross-checked to correct any 
errors before analysis. Th e SPSS soft ware was 
used to extract descriptive statistics of the sample. 
Th e statistical methods used in the analysis were 
mean, standard deviation and percentages. To 
ensure reliability, the responses were assessed 
using Cronbach’s alpha internal consistency 
reliability tests.

4.3 Sampling design 
A convenient sampling design was used to select 
200 respondents, both male and female, aged 
from 18 to 65 years. Participation was purely 
voluntary.

5. RESULTS 
5.1 Demographic profi le 
Th e demographic profi le of respondents included 
gender, age, ethnicity, educational level and 
economic status. Th e details are presented in 
Table 1.

TABLE 1: DEMOGRAPHIC PROFILE OF THE 
RESPONDENTS

Demographic 
Characteristic Frequency Percent 

GENDER
Male 88 44
Female 112 56
AGE
18-20 8 4
21-35 121 60.5
36-49 47 23.5
50 and above 24 12
ETHNICITY
African 93 46.5
White 56 28
Coloured 28 14
Indian or Asian 23 11.5
LEVEL OF EDUCATION
Lower than Grade 
12 23 11.5

Post Matric 
Certifi cate or 
Diploma

83 41.5

Bachelor’s Degree 68 34
Post-Graduate 
Degree 26 13

ECONOMIC STATUS
Poor 11 5.5
Below average 22 11
Average 109 54.5
Above average 54 27
Affl  uent 4 2 

Of the 200 respondents, the gender split for 
this study was 56% females and 44% males. Th e 
majority of respondents were aged between 21-
35 years, representing 60.5% of the sample. Th e 
second largest group was 36-49 years, which 
constituted 23.5% of the sample, followed by 
50+ years, representing 12% and 18-20 years, 
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representing 4%.

When analysing the racial breakdown, 46.5% of 
respondents were Black, thus representing the 
majority of the sample. Th is was followed by 
White respondents at 28%, Coloured at 14% and 
Indian and Asian at 11.5%.

With regards to the level of education and 
economic status, the majority of respondents 
held a post matric certifi cate or diploma (41.5%). 
Th e second largest group was a bachelor’s degree 
(34%). Th e majority of respondents (54.5%) 
indicated their economic status as average.

5.2 Awareness of the CPA 
Respondents were asked if they were aware of the 
CPA and if yes, how they became aware of it. Th e 
results are presented in Table 2.

TABLE 2: RESPONDENTS’ AWARENESS OF THE 
CPA

Frequency Percent 
Are you aware of the CPA?
Yes 183 91.5
No 17 8.5
If yes, how did you become aware of it?
Retailer 16 9
Radio 38 21
TV 42 23
Newspaper 8 4
Internet 49 27
Other 30 16

A total of 183 respondents stated that they were 
aware of the CPA, thus leaving 17 unaware of 
its existence. Of those who were aware, 4% were 
informed through newspapers, 9% through 
retailers, 21% through radio, 23% through 
television, 27% (or the majority) through the 
internet and 16% through other channels not 
mentioned in the questionnaire.

Th e fact that only 7% of respondents were 
informed about the CPA by retailers highlights 
the need for retailers to make greater eff orts 
to inform consumers of their rights under the 
Act. Airing new advertisements on radio and 
television which explain the CPA could only 
benefi t consumers as it would ensure greater 

awareness of the Act.

5.3 Reliability analysis 
Cronbach’s alpha was used to check for internal 
consistency of the items used for perceived 
knowledge and actual knowledge. As shown in 
Table 3, all items were considered reliable as their 
values exceeded the threshold of 0.700 (Hair, 
Hult, Ringle & Sarstedt, 2017).

TABLE 3: RELIABILITY ANALYSIS RESULTS 

Variables Number of 
items

Cronbach’s 
Alpha

Perceived Knowledge 10 0.954
Actual Knowledge 20 0.895

5.4 Perceived knowledge 
Table 4 presents the computed means and 
standard deviations of the participants’ perceived 
knowledge of the CPA.

Of the ten statements that measured perceived 
knowledge, fi ve had a mean score above 3 on the 
Likert scale of 1 to 5. Th is meant that respondents 
agreed with statements relating to knowledge on 
consumer rights to privacy; fair and responsible 
marketing; fair, just and reasonable terms and 
conditions; fair value, good quality and safety; 
and accountability from retailers. For the other 
fi ve statements on general consumer rights; 
the right to protection against discriminatory 
marketing practices; the right to choose; the right 
to disclosure of information and the right to fair 
and honest dealing, the respondents gave good 
mean scores ranging from 4.61 to 4.88, which 
implies that they were in strong agreement with 
the statements. Th is was supported by relatively 
lower values of standard deviations.

5.5 Actual knowledge 
Despite the respondents’ confi dence in their 
understanding of consumer rights under the 
CPA, the results of their assessment on actual 
knowledge, as shown in Table 5, indicated some 
shortcomings.

Th e results of the assessment of actual knowledge 
show that the participants appeared to be 
knowledgeable about the right to protection 
against discriminatory marketing practices (64%) 
and the right to privacy (61%), as the majority gave 
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correct answers to these questions. Eighty percent 
of the respondents were also aware of not having 
to pay for repairs which they had not authorised. 
However, apart from these three issues which 
received high scores, many respondents appeared 
unaware of the changes brought about by the 
CPA. For instance, only 27% knew that they had 
the right to cancel a two-year contract at any time, 
only16% knew that when they received goods that 
they did not order, they could keep them without 
paying and only 26% knew that retailers could 
not require customers to take bundled products. 
For the ‘right to choose’ questions, the average 
score was thus 38%.

For the questions assessing the ‘right to disclosure 
of information’, 98.3% of the respondents 
correctly marked that contracts should be in 
easily understandable language and 67.2% knew 
that customers could choose to pay the lower 
price if two prices were displayed on a product.

Just over half of the respondents knew that 
retailers using direct marketing should inform 
customers of the fi ve-day cooling off  period 
which allows customers to change their minds 

aft er signing the contract (54%), however, only 
37% answered correctly on referral discounts.

More than half of the participants correctly 
answered the questions on the ‘right to fair and 
honest dealing’ (57%) while only 42% correctly 
answered correctly on the ‘right to fair, just and 
reasonable terms and conditions’ on contract 
agreements.

With the exception of questions on three-month 
guarantees for repairs and damage to goods 
supplied by retailers, respondents were unaware 
of most issues under ‘right to fair value, good 
quality and safety of products’ as the majority 
marked these statements incorrectly. Th e same 
can also be concluded for the group of questions 
under the ‘right to hold the retailers accountable’, 
as the majority answered incorrectly on lay-by 
deposits, product or service disclaimers from 
retailers and product parts removed by the 
retailers when doing repairs.

Th e totals reveal that the majority of respondents 
answered less than half of the 20 actual knowledge 
questions correctly and none of the respondents 

TABLE 4: PERCEIVED KNOWLEDGE AND CONSUMER PROTECTION ACT (CPA)

Core consumer rights Mean Standard 
deviation

I consider myself to be knowledgeable about consumer rights in general. 4.61 1.16
I consider myself to be knowledgeable about the consumer’s right to 
protection against discriminatory marketing practices. 4.78 1.84

I consider myself to be knowledgeable about the consumer’s right to 
privacy. 3.92 0.80

I consider myself to be knowledgeable about the consumer’s right to 
choose. 4.80 1.68

I consider myself to be knowledgeable about the consumer’s right to 
disclosure of information. 4.52 1.32

I consider myself to be knowledgeable about the consumer’s right to fair 
and responsible marketing. 3.96 0.83

I consider myself to be knowledgeable about the consumer’s right to fair 
and honest dealing. 4.88 1.30

I consider myself to be knowledgeable about the consumer’s right to fair, 
just and reasonable terms and conditions. 3.81 0.86

I consider myself to be knowledgeable about the consumer’s right to fair 
value, good quality and safety. 3.90 1.07

I consider myself to be knowledgeable about the consumer’s right to 
accountability from retailers. 3.95 1.14
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TABLE 5: ACTUAL KNOWLEDGE OF THE CONSUMER PROTECTION ACT (CPA)

Correct 
answer

Correct 
responses (%)

Right to protection against discriminatory marketing practices 63.9
Th e retailer may not give preferential treatment to certain groups or 
customers. False 63.9

Right to privacy 61.2
Customers are allowed to tell retailers not to send them marketing 
material True 61.2

Right to choose 37.9
Retailers may require customers to take bundled products. False 25.6
A customer may cancel a 2-year contract at any time. True 27.3
If a customer does not authorise repairs, he still has to pay for them. False 82.2
If a person receives goods he did not order, he/she may keep them 
without paying for them. True 16.4

Right to disclosure of information 82.8
Contracts must be written in easily understood language. True 98.3
If two prices are displayed, then the customer may choose to pay the 
lower price. True 67.2

Right to fair and responsible marketing 45.35
A retailer using direct marketing must inform a customer that he/
she has 5 days to change his mind aft er signing. True 54.1

A retailer may off er a customer a discount for referring other 
customers. False 36.6

Right to fair and honest dealing 57.3
A retailer may use exaggeration when marketing his/her products. False 57.3
Right to fair, just and reasonable terms and conditions 42.1
Unfair contracts are valid if both parties agree to the terms. False 42.1
Right to fair value, good quality and safety 46.3
Customers do not have to accept products if delivery is late and the 
retailer did not give the customer advance notice of the delay. True 44.8

Voetstoots clauses in contracts are allowed. False 27.3
Customers have up to 6 months depending on the product to return 
unsafe or broken products. True 32.2

If a retailer repairs a product, he/she has to give 3 months guarantee 
on the repair. True 69.4

Retailers are not responsible for damage caused by goods they 
supplied. False 57.9

Right to accountability from suppliers 29.9
If a lay-by is cancelled, the retailer does not need to return the full 
deposit. False 19.7

If a retailer has placed a disclaimer, he/she does not remain 
responsible for a customer’s property in his/her care. False 26.2

If a retailer repairs a product, he/she may keep the parts replaced. False 43.7
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managed to answer more than 13 questions 
correctly. Th is indicates that a large number of 
consumers are either unfamiliar with the CPA 
or have a very limited knowledge of its contents. 
Th is leaves them in a vulnerable position when 
making purchases or entering into contract 
agreements with retailers.

6. DISCUSSION AND MANAGERIAL 
IMPLICATIONS 
Th e fi ndings indicate that although consumers 
may think have considerable knowledge about 
their rights when dealing with retailers, the 
assessment of their knowledge has proven 
otherwise. It can thus be concluded that greater 
education eff orts need to be made to inform the 
public of their consumer rights contained in the 
Act. On average, of the nine core rights in the 
CPA, the respondents were only able to mark four 
correctly. Th e results of this study refl ect those of 
van Schalkwyk et al. (2015) who found retailers’ 
knowledge of the CPA also to be lacking.

Th e fi ndings of this study can be used to 
inform government, the National Consumer 
Commission, retailers and other interested 
parties on what intervention programmes can 
be implemented to benefi t consumers and 
empower them with the appropriate knowledge 
to exercise their rights under the CPA. Based 
on the gap between consumers’ perceived and 
actual knowledge, the government and other 
parties need to increase their eff orts in educating 
South African consumers of their rights under 
the CPA. Th is can be done through educational 
programmes delivered via social media, in-store 
representatives, radio and television or other 
channels that consumers can easily access. Th ese 
educational initiatives would provide consumers 
with valuable information on their rights under 
the CPA, which would in turn help to reduce 
or eliminate unfair business practices and 
enable consumers to access redress when their 
rights under the CPA have been trampled upon 
(Brookins, 2018).

Educational programmes should be off ered in 
multiple languages in order to educate the public 
more eff ectively (Mason, 2014). According to the 
Establishment Survey, the top fi ve most widely 
spoken languages in South Africa are English, 

Zulu, Afrikaans, Xhosa and Sesotho (Broadcast 
Research Council of South Africa, 2018), therefore 
the focus should be on providing communications 
in these languages to best increase knowledge of 
consumer rights and procedures to enforce them 
amongst South African consumers.

7. CONCLUSION, LIMITATIONS AND 
FUTURE RESEARCH 
Th e promulgation of the Consumer Protection 
Act has created an environment where it is now 
important for the government, the National 
Consumer Commission, businesses and other 
interested parties to ensure that the consumer is 
informed and thereby protected, in the hope that 
the desired social and economic change will take 
place through such empowerment. Th is study has 
revealed that most respondents are aware of the 
CPA. However, the results showed that although 
consumers having high confi dence in their 
perceived knowledge, their actual acknowledge 
suggests that continuous education is needed to 
enhance their understanding of their rights as set 
out in the Act.

In this study there were certain limitations that 
the researcher took into account. Th e fi rst was 
the use of a convenience sample in the Gauteng 
province, which limits the generalizability of 
the results. To improve results, future research 
could include a larger sample with respondents 
from other provinces of South Africa in both 
rural and urban areas. Th is would give a more 
accurately assessment of consumer awareness 
and knowledge of the CPA as well as improving 
the ability to statistically generalise the fi ndings.
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ABSTRACT 
While young adults in developed markets buy 
less beer, beer consumption in emerging markets 
is increasing. More females are entering this 
traditionally male market. Since gender role 
perceptions infl uence consumption behaviour, the 
primary objective of this study was to investigate 
the infl uence of traditional masculinity and 
femininity (TMF) on attitudes (AT), subjective 
norms (SN) and perceived behavioural control 
(PBC) among young South African adults towards 
beer drinking. Data collected from 198 young 
adult consumers were subjected to exploratory 
factor analysis and multiple regression analysis. 
TMF had a weak infl uence on AT and PBC but 
strongly infl uenced SN and consumption.

Keywords: gender role infl uence; young adults; 
beer consumption 

INTRODUCTION 
In developed markets, beer is losing market share 
and millennials are to blame (Taylor, 2018). In 
contrast, emerging markets are experiencing 
growth in beer sales, with South Africa as one of 
the top two markets along with Nigeria (Gómez-
Corona, Escalona-Buendia, García, Chollet & 
Valentin, 2016), and millennials are leading the 
way (Litt, Waldron, Wallace & Lewis, 2019). 
Although previous literature acknowledges 
changing patterns in beer consumption in 
developed markets (Anderson, Meloni & 
Swinnen, 2018), the defi nite dichotomy revealed 
by Taylor (2018) and Gómez-Corona et al. (2016) 
warrants investigation into why, in an emerging 
market like South Africa’s beer consumption 
specifi cally by millennials, is growing (Chapman, 
Nanney, Lellock & Mikles-Schluterman, 2018). 
Knowledge about consumers, their consumption 
as well as their gender approach behaviour, is 
a good starting point for marketing strategies 
(Knezevic, Skrobot & Delic, 2017).

In general, beverage consumption by millennials 
is about convenience, taste, value and identity 
(Rivaroli, Lindenmeier & Spadoni, 2019). 
Historically, beer marketers have adopted a ‘male 
identity’ for promotional messages (Mihalache, 
2017). However this strategy is backfi ring, as 
women in general of all races are drinking 
more alcohol compared with earlier generations 
(Taylor, 2018; Hamblin, 2016). Existing gender 
stereotype theory provides that men are perceived 
as masculine in ways that are tough, unemotional 
and instrumental, while females assume feminine 
roles in ways that are expressive, sensitive and 
relationally-oriented (Horne & Johnson, 2018; 
Kachel, Steff ens & Niedlich, 2016). Marketers 
use these gender stereotypes to target specifi c 
markets (Huhmann & Limbu, 2016). But are 
gender perceptions infl uencing millennials, 
specifi cally the attitudes of ‘young adults’, their 
subjective norms and their perceived behaviour 
control towards beer drinking and ultimately 
their intention to drink it?

Th is research contributes by establishing 
whether self-ascribed gender roles, referred to 
as traditional masculinity and femininity (TMF) 
perceptions (Kachel et al., 2016), infl uence the 
intention of young adults in an emerging market 
to drink beer. Th is extends to the infl uence TMF 
perceptions have on young adults’ attitudes 
towards drinking beer, their perception of how 
important drinking beer is for others, as well as 
their perceived control over their ability to decide 
whether or not to drink beer.

LITERATURE REVIEW 
Th e beer industry 
Although developed markets, such as the United 
States of America, have seen dollar sales increases 
but volume sales decreases, the beer sector still 
accounts for US$593,024 billion in sales (Sinha, 
2018). Th e decrease in beer sales can be ascribed 
to health conscious young adults turning to low 
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and no alcohol varieties (Arthur, 2018), as well as 
new alternatives such as craft  beers (Taylor, 2018). 
Emerging markets such as China and India as 
well as Latin America, the Middle East and Africa 
are witnessing increases in demand for alcoholic 
drinks, mainly due to growth in disposable 
income (Euromonitor, 2018), and more female 
drinkers entering the market (Du Preez, Pentz, & 
Lategan, 2016).

Beer drinking in South Africa, as an emerging 
market, is expected to increase due to growth in 
the young adult population and a change towards 
elevated consumption of high-quality beer brands 
(Booyens & Hart, 2019; Nugent, 2014:126). Th e 
beer market is an important market, contributing 
R65.2 billion to South Africa’s gross domestic 
product and believed to be worth $3 billion 
(Rogerson & Collins, 2015; Fakoya & van der 
Poll, 2013). Research by Stats SA (2017) found 
that beer accounted for 2.1% of total household 
spending, higher than tobacco (1.9%), vegetables 
(1.5%) and sweets (0.7%). Although a growing 
market, society’s view of beer consumption is 
changing (Youth Dynamic, n.d.), and younger 
generations have become more astute in their 
choices, more demanding in their expectations 
(Calienes, Gilfilen & Portillo, 2016:64) and less 
predictable in their behaviour.

Young adults (18-25 year-olds) 
Millennials are the generation born between 1980 
and 2000 (Migliaccio, 2018), and include young 
adults aged 18-25 who are the largest consumers 
of beer along with generation X (Chapman et 
al., 2018). As a group, young adults represent 
the largest segment that can potentially drive 
future sales of beer and have a huge infl uence 
on the changing marketing initiatives of beer 
producers (Marinelli, Fabrizzi, Sottini, Sachelli, 
Bernetti & Menghini, 2014:119). At just over 15 
million millennials in South Africa, constituting 
approximately 27% of the total population 
(Stephan, 2017), they are a force to be reckoned 
with. Licsandru and Cui (2019) explain that 
millennials are the most racially and ethnically 
diverse generational group. Th ey show a liberal 
understanding of race and ethnicity, tolerance, 
open-mindedness and are very aware of their 
gender roles and identity (Flood, 2018).

Gender roles, specifi cally traditional 
masculinity and femininity 
Gender role refers to the cultural and social 
meanings attached to an individual’s sex 
classifi cation, based on normative conceptions of 
femininity and masculinity and how an individual 
self-reports on these perceived characteristics 
(Horne & Johnson, 2018). Th e role of perceived 
‘gender roles’ (specifi cally masculinity and 
femininity) has a huge impact on buying 
and consumption behaviour, as consumers 
identify with either male or female messages or 
associations and are more inclined to consume or 
buy the product or brand identifi ed (Kachel et al., 
2016).

Gender norms around the kinds of alcohol that 
should be consumed are well known, with women 
traditionally being perceived to drink soft er, more 
feminine beverages (Probst, Shuper & Jürgen, 
2017), while beer has traditionally been perceived 
as a man’s drink (Muggah & McSweeney, 2017; 
Mihalache, 2017), and considered masculine 
compared to other alcoholic beverages (Darwin, 
2015). Many female beer consumers have thus 
been excluded from associated marketing (Taylor, 
2018). However, since 37% of women globally 
also drink beer (Darwin, 2015), their share of beer 
consumption is growing, and since millennials 
are the largest consumers of beer (Chapman et al., 
2018), it is safe to say that beer should not only be 
marketed to males.

Donadini and Porretta (2017) explain that whilst 
stereotypical diff erences in gender behaviour are 
decreasing, but is this true in the South African 
beer context? Traditional masculinity and 
femininity (TMF) is a theory regarding gender 
stereotypes which can assist in answering this 
question. TMF theory states that masculine and 
feminine roles are gender stereotypes that are 
developed from a young age (Kachel et al., 2016) 
and passed on through generations. Consumer 
behaviour is infl uenced by these stereotypes. 
TMF includes gender-role identity with regard 
to behaviour, interests, physical appearance, 
attitudes and beliefs (Athenstaedt, 2003; Deaux, 
1984). Furthermore, consumers’ self-ascribed 
perceptions of their masculinity and femininity 
infl uence their attitude/s (AT), subjective norm/s 
(SN), perceived behavioural control (PBC), and 
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behaviour intentions (BI).

Attitudes, perceptions of others and perceived 
control 
Th eory of Planned Behaviour (TPB) is a conceptual 
model which indicates the link between beliefs 
and behaviour (Ajzen, 1991). Th is model implies 
that behaviour is determined by attitude/s (AT), 
subjective norm/s (SN), perceived behavioural 
control (PBC) and behaviour intention/s (BI) 
(Neighbors, Foster, Fossos & Lewis, 2012). AT 
refers to the reaction, or the outcome that an 
individual associates with an action or behaviour 
(Ajzen, 2002; Chiou, 1998). According to Stacy, 
Bentler and Flay (1994), AT toward alcohol 
infl uences whether an individual will or will not 
consume alcohol.

SN signify the social pressure perceived by an 
individual (Ajzen, 2002) when faced with a 
particular behaviour such as buying or consuming 
beer. SNs are not equal to the opinions of others, 
but are the informal understanding(s) among 
people which govern behaviour. People who are 
important to young adults, such as friends and 
family, may infl uence young adults’ behaviour 
towards consuming beer (Rivaroli et al., 2019; 
Beck & Treiman, 1996). PBC refers to how aware 
an individual is of the ease or diffi  culty involved in 
performing an action or behaviour (Cestac, Paran 
& Delhomme, 2011). Hence, if young adults do 
not enjoy the taste of beer, the amount of beer 
that is consumed will decrease (BI).

MODEL DEVELOPMENT 
Th e three theories underpinning this study are 
the Th eory of Reasoned Action (TRA), Th eory 

of Planned Behaviour (TPB) and traditional 
masculinity and femininity (TMF). Th e TRA, 
as developed by Fishbein and Ajzen (1975), 
investigates human behaviour and behaviour 
characteristics (Chiou, 1998:299), suggesting 
that attitudes (AT) and subjective norms (SN) 
infl uence behaviour intentions (BI). Th e Th eory 
of Planned Behaviour (TPB) is an extension of the 
TRA (Tarkiainen & Sundqvist, 2005:810), which 
adds perceived behavioural control (PBC) as an 
infl uence on behavioural intention (BI). PBC is 
the ease or diffi  culty of performing a behaviour. 
Th is depends on an individual’s circumstances 
or situation i.e. self-effi  cacy (Bandura, 1977:191; 
Marlatt & Gordon, 1985), and/or whether that 
individual is able to perform a behaviour i.e. 
controllability beliefs (Ajzen, 2002). Th e TPB 
determines a consumer’s intention to drink 
beer as well as to actually drink the beer. TMF 
diff erentiates men and woman according to their 
masculinities and/or femininities (Kachel et 
al., 2016). Th is study investigated the infl uence 
these self-ascribed TMF roles would have on 
beer consumption (BI) by 18-25 year-old South 
Africans. Furthermore the infl uence of TMF roles 
on AT, SN and PBC were investigated, as well as 
the infl uence of each of these constructs on BI. 
To this end, seven hypotheses were developed as 
refl ected in Figure 1.

Attitudes (AT)(H1), Subjective Norms (SN)(H2) 
and Perceived Behaviour Control (PBC)(H3) will 
have a positive infl uence on consumers’ intention 
to drink beer. TMF will have a positive infl uence 
on attitudes (AT)(H4), Subjective Norms (SN)
(H5) and Perceived Behaviour Control (PBC)
(H6), as well as behaviour intention (BI)(H7).

FIGURE 1: CONCEPTUAL MODEL OF THE INFLUENCE OF TMF ROLES ON AT, SN, PBC AND BI (SOURCE: 
ADAPTED FROM KACHEL ET AL. (2016); FISHBEIN AND AJZEN (1975); AJZEN (1991))
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METHOD 
A total of 198 of the collected 200 questionnaires 
were usable, resulting in a 99% realisation rate. 
It is important to note that all respondents had 
to answer three screening questions: 1) whether 
they were 18 years or older; 2) whether they had 
consumed beer in the last three months; and 
3) indicating how many times they drank beer 
in a month. A positivism philosophy, which 
involves collecting data and interpreting it in an 
objective manner (De Vos, Strydom, Fouche & 
Delport, 2011), was applied. Th is philosophy uses 
quantitative methods that are observational and 
deductive (Saunders, Lewis & Th ornhill, 2016). 
A descriptive research design was employed and 
both convenience (at shopping centre parking 
areas) and judgement (respondents had to 
appear to be between the ages of 18 and 25) non-
probability sampling techniques were used. Th is 
age group was chosen for the study because young 
adults or “millennials” have a huge infl uence on 
the beer industry and consume more beer than 
any other generation (Chapman et al., 2018).

A paper-based questionnaire was piloted and 
adopted, comprising the following sections. 
Section A established the demographics of the 
targeted respondents. Section B involved adapted 
questions from an existing TMF scale with six 
items (Kachel et al., 2016). Th e TMF scale used 
a seven-point Likert-type scale, where 1 = ‘very 
masculine’ and 7 = ‘very feminine’. Section C 
presented adapted scale items from the existing 
Th eory of Planned Behaviour (Ajzen, 2013) on 
respondents’ AT (four scale items), SN (eight 
scale items) and PBC (six scale items) and all 
these constructs were measured using a seven-
point Likert-type scale (1 = strongly agree and 
7 = strongly disagree). Section D questioned 
the respondents’ BI, using an existing fi ve-
point Likert-type scale (1 = strongly agree and 
5 = strongly disagree) with three scale items. 
Ethical considerations were applied by ensuring 
confi dentiality and anonymity. To analyse the 
results, exploratory factor analysis was used to 
uncover the dimensionality of the constructs 
followed by regression analysis to determine 
whether TMF signifi cantly infl uences AT, SN, 
PBC and BI, and if AT, SN and PBC infl uence BI 
(as presented in Figure 1). Results were considered 
statistically signifi cant if p≤0.05.

EMPIRICAL FINDINGS 
Th e majority of respondents were female (54.3%), 
with males representing 45.7% of the sample. 
Most respondents were English speaking (33.5%), 
followed by Zulu (18%) and Sotho (10.5%). 
Respondents ranged between the ages of 18 and 
25, with the average age being 22, and the largest 
age group being 25 years old (18%). Regarding 
education, 40% had a matric (national senior 
certifi cate), 27.5% had a university degree, and 
24.6% had a national diploma. Regarding beer 
consumption, 72% had had a beer in the past 
three months and 20.9% of respondents drank 
beer twice a month. Th e reasons for drinking 
beer were reported as: for fun (19.6%), relaxation 
and stress relieving (19.1%), the taste or fl avour 
(15.4%), and because it is enjoyable (11.9%).

Exploratory factor analysis, validity and 
reliability 
Exploratory factor analysis was employed to 
establish validity of the measuring instrument 
and to determine the underlying dimensionality 
of the data. By applying principle axis factoring 
with Varimax rotation (Field, 2013; Hair, Black, 
Babin & Anderson (2014), fi ve constructs (TMF, 
AT, SN, PBC and BI) were extracted based on the 
Eigenvalue (>1) criterion that TMF explained 
76.30 per cent, and TPB explained 65.59% of 
the overall variance. Table 1 shows the reliability 
statistics results for the study, where four of the 
fi ve constructs indicated a value higher than 0.8. 
PBC was the only construct below 0.7 and not 
reliable for conducting further analysis. However, 
if one item was deleted–PBC3 “Th e decision to 
drink beer is beyond my control”- the Cronbach 
Alpha value increased to 0.645. According to 
Malhotra (2012), a Cronbach Alpha value of 0.60 
– 0.70 has a fair reliability, however, supporting 
the decision to omit PBC3, was the Measure of 
Sampling Adequacy (MSA) value which was 
below the recommended 0.6 (Prathak, 2016). 
When the reliability was tested for the entire 
TPB construct, which included AT, SN, as well as 
PBC, the Cronbach Alpha value of 0.872 was at 
the recommended value, and therefore the PBC 
construct without PBC3 was retained for further 
analysis.

Th e Kaiser-Meyer-Olkin (KMO) measure of 
sampling adequacy was 0.897 for TMF, and 0.823 
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for the TPB, but increased to 0.828 for the TPB 
when PBC3 was deleted (Pallant, 2016; Field, 
2013). Th e TPB included constructs AT, SN, 
and PBC. Th e KMO for BI was not measured, 
as it was an existing scale with only three 
items. Th e x2 Bartlett’s test for sphericity was 
signifi cant (p<0.0001) for all the constructs. It 
could be concluded that the data considered was 
appropriate for factor analysis. A summary of the 
extracted factors, number of items per construct, 
KMO, variance explained and Cronbach’s Alpha 
value (CA) is presented in Table 1.

Multiple regression 
Standard multiple regression analysis was 
employed to test the hypotheses, having ensured 
that assumptions related to the presence of 
outliers, sample size, normality, multi-collinearity, 
linearity, and homoscedasticity of variance were 
not violated (Hair et al., 2014; Tabachnick & 
Fidell, 2014). Multiple regression analysis was 
performed to determine whether the proposed 
TMF construct (as an independent variable) 
infl uences AT, SN, PBC and BI (as dependent 
variables). Next, the infl uence of the proposed 
TPB construct (as an independent variable [i.e. 

TABLE 1: EXPLORATORY FACTOR ANALYSIS SUMMARY

Constructs extracted Number 
of items CA Number 

of items CA KMO Variance 
explained

Traditional Masculinity and 
Femininity (TMF) 6 0.937 0.897 76.30%

Attitude (AT) 4 0.884
Subjective Norm (SN) 8 0.832
Perceived Behaviour Control 
(PBC) 6 0.567 5* 0.645*

Behaviour Intention (BI) 3 0.914
Th eory of Planned Behaviour 
(includes AT, SN and PBC) 18 0.866 17* 0.872* 0.828 65.59%*

*when item PBC3 was removed

TABLE 2: MODEL SUMMARY OF THE INFLUENCE OF AT, SN AND PBC ON BI

Model R R Square Adjusted R 
Square Std. Error of the Estimate

0.717 0.514 0.507 1.108
ANOVA

Model Sum of 
Squares df Mean Square F Sig.

Regression 250.658 3 83.553 68.110 0.000
Residual 236.758 193 1.227
Total 487.416 196
COEFFICIENTS

Model Constant Attitudes 
(AT)

Subjective 
norms (SN)

Perceived 
behavioural 

control 
(PBC)

Unstandardized 
Coeffi  cients B 0.052 0.204 0.346 0.350

Standardised 
Coeffi  cients Beta 0.236 0.354 0.322

Sig. 0.829 0.000 0.000 0.000
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AT, SN and PBC]) on TMF (a dependent variable) 
and BI (a dependent variable) was investigated 
(see Figure 1).

• Th e infl uence of AT(H1), SN(H2) and 
PBC(H3) on BI 

Th e R Square value in the model summary (Table 
2) indicated that 51.4% of the variance in BI could 
be explained by AT (β=0.236), SN (β=0.354) 
and PBC (β=0.322), and therefore statistically 
signifi cantly infl uences BI. Furthermore, the 
Standardised Coeffi  cients indicate that SN 
(β=0.354) has the highest infl uence on BI, followed 
by PBC then AT. Th erefore, the most important 
and infl uential variable for determining BI is SN. 
Th e p-value (Sig.) at 0.000 signifi es that AT, SN 
and PBC correlate with and are signifi cant to BI.

• Th e infl uence of TMF on AT(H4), SN(H5) 
and PBC(H6) 

Th e R Square value in the Model Summary in 
Table 3, indicating AT = 0.045, SN = 0.288 and 
PBC = 0.107, showed that 4.5% of the variance 
in AT, 28.8% of the variance in SN, and 10.7% 
of the variance in PBC could be explained by 
perceptions of TMF. It can thus be observed that 
TMF has a weak correlation with AT (β=0.213) 
and PBC (β=0.327), but is strongly correlated 
with SN (β=0.536). Th e ANOVA results, however, 
indicate the p-value (Sig.) for AT = 0.003, SN = 
0.000 and PBC = 0.000 and thus TMF statistically 
signifi cantly infl uences AT, SN and PBC.

• Th e infl uence of TMF(H7) on BI 
Th e R Square value in the Model Summary 
presented in Table 4, indicated that 21.2% of the 
variance in BI is explained by TMF therefore 
implying that BI is infl uenced by TMF (β=0.461) 
and that TMF statistically signifi cantly infl uences 
BI (p=0.000).

TABLE 3: MODEL SUMMARY OF THE INFLUENCE OF TMF ON AT, SN AND PBC

Model R R Square Adjusted R 
Square Std. Error of the Estimate

1 – Attitudes (AT) 0.213 0.045 0.040 1.781
2 – Subjective norms 
(SN) 0.536 0.288 0.284 1.363

3 – Perceived 
behavioural control 
(PBC)

0.327 0.107 0.102 1.339

ANOVA

Model Sum of 
Squares df Mean Square F Sig.

Regression

AT 29.238 1 29.238 9.218 0.003
SN 145.545 1 145.545 78.290 0.000 
PBC 41.348 1 41.348 23.045 0.000
COEFFICIENTS

Model Constant Attitudes 
(AT)

Subjective 
norms (SN)

Perceived 
behavioural 

control 
(PBC)

Unstandardised 
Coeffi  cients B 0.203 0.453 0.242

Standardised 
Coeffi  cients Beta 0.213 0.536 0.327

Sig. 0.000 0.003 0.000 0.000
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DISCUSSION 
It is important to reiterate that the paucity 
of studies in South Africa on TMF and the 
infl uence of TMF on beer consumption warrant 
this investigation. Th e study contributes both 
theoretically and practically. From a theoretical 
viewpoint, the results confi rm that all the scales 
used (AT, SN, PBC, BI and TMF) are valid and 
reliable. Th e model is valid and supports the 
concept that AT, SN, PBC, and TMF infl uence the 
intention of young adult consumers to consume 
beer (BI).

In investigating the infl uence of TMF roles on 
AT, SN and PBC in young adults in general, as 
well as the strength of infl uence of their perceived 
TMF roles on their BI to consume beer, the study 
indicates that young adults are certain of their 
masculinity or femininity. While TMF has a weak 
infl uence on AT and PBC, it strongly infl uences 
SN and consumption which means that among 
young adults, gender has a very strong infl uence 
on others. Th e stronger the young adults’ gender 
roles, the more they will infl uence their social 
group. Hence, if marketers in the beer industry 
wish to capture the female market, they should 
steer away from presenting only masculine brand 
images and brand messages.

From a managerial perspective the conceptual 
model, developed and tested in this study on the 

intention of young adults to drink beer, allows 
the beer industry to determine their customers’ 
needs. By examining the infl uence of young adults’ 
AT, SN, PBC as well as perceived TMF roles on 
their intention to consume beer, their purchasing 
behaviour can be anticipated. Furthermore, it is 
evident from the results that SN has the strongest 
infl uence on BI (to buy beer), and that TMF as 
a construct infl uences SN stronger than AT or 
PBC. As SN is the “perceived social pressure 
to perform or not to perform the behaviour” 
(Ajzen, 1991:188), it is evident that specifi cally 
brand managers should consider the impact that 
infl uencer marketing can have on brand building 
with young adults. Social Media marketing will 
also play an important role, as likes and shares 
will enhance the “opinion of others” of what the 
specifi c individual is supposed to buy.
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ABSTRACT 
Online retailing in South Africa currently 
contributes 15 per cent of total gross domestic 
product (GDP), and is estimated to have grown at 
26 per cent per annum since 2017. Online retailers 
have discovered that off ering superior customer 
experience leads to increased satisfaction among 
their customers. Previous studies proved that 
experience, especially aft er-sales experience, plays 
a vital role in determining repurchase intention 
and loyalty; however, few studies have focused 
solely on consumers’ aft er-sales experience of 
online retailers in South Africa and its infl uence on 
satisfaction and loyalty. To achieve the overall aim 
of the study, a quantitative methodology was used 
in which 358 usable questionnaires were collected 
from a convenience sample and measured 
constructs, including delivery, product-in-hand, 
return and exchange, and customer support, from 
respondents who have purchased from an online 
retailer before. Th e questionnaire was adopted 
from previous studies. Data were analysed using 
descriptives, factor analysis, correlations, and 
regression analysis. Th e results show that delivery, 
customer support, and product-in-hand are the 
largest predictors of online customer satisfaction. 
Online retailers therefore need to ensure that they 
develop relationships with suppliers and delivery 
partners and have customer support systems in 
place in order to satisfy customers and make 
them loyal.

Keywords: Online customer experience, aft er-
sales experience, satisfaction, loyalty 

1. INTRODUCTION 
South Africa’s online retailing landscape is 
experiencing signifi cant growth rates that are 
estimated at 26 per cent per annum (Goldstuck, 
2018). In 2018, the total sales of online retail 
products were estimated at R14 billion, 
contributing 1.4 per cent of total retail sales 
(Goldstuck, 2018). Th e growth in online retailing 
can also be attributed to better infrastructure, 
allowing more customers access to the internet 
(Kende, 2017). In South Africa, most customers 
rely on their mobile devices, particularly their 
smartphones, to access the internet. Currently, 
South Africa’s mobile penetration rate is 81%, 
and more than half the population have a mobile 
phone (BusinessTech, 2018). South Africa’s 
online spend via mobile devices reached a growth 
rate of 65 percent in 2016, which translated into a 
total of R9.5 billion spent only via mobile devices 
(BusinessTech, 2018).

South African consumers use their mobile 
phones and the internet to inform their decision-
making. A study conducted by Deloitte (2017) 
on consumers’ reasons for using mobile devices 
for online shopping found that 37 per cent of 
them browse shopping websites and apps, 30 
per cent research about a product or service, 
and 24 per cent read reviews about a product or 
service. Each of these is imperative to consumer 
decision-making and online shopping. A factor 
that is critical to the success of online shopping 
is customer service, fostered through customer 
experience. Th is was shown to be important by 
98 per cent of the respondents who took part in 
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a study on Amazon (Goldstuck, 2018), and has 
been empirically proven by authors including 
Rose, Clark, Samouel, and Hair (2012) and Khan, 
Liang and Shahzad (2015).

Th e aim of enhancing customer experience 
is to create satisfaction for customers in the 
hope of retaining them and encouraging 
repeat purchases (Lemon & Verhoef, 2016:70). 
Customer experience has recently become a 
popular research area due to the advent of the 
internet and online shopping. Online retailers 
have recognised that they can infl uence customer 
experience through multiple factors (Bilgihan, 
Kandampully & Zhang, 2016:104; Kumar & 
Anjaly, 2017:1279). A study by Bilgihan et al. 
(2016) found that website ease of use, hedonic 
and utilitarian features, perceived enjoyment, 
personalisation, social interactions, and multi-
device compatibility are strong antecedents of the 
kind of customer experience that fosters brand 
engagement, stimulates positive word-of-mouth, 
and encourages repeat purchases. Kumar and 
Anjaly (2017:1290) found that factors such as 
delivery and performance, return and exchanges, 
product-in-hand, and customer support 
determine the perceived aft er-sales experience, 
and can increase repeat purchases.

Aft er-sales experience forms part of the post-
purchase stage in the consumer decision-making 
process (Schiff man & Wisenblit, 2018:345). 
During this stage, customers determine whether 
their purchase has met their expectations. If it has 
indeed met – and exceeded – their expectations, 
customers tend to be satisfi ed; whereas, if their 
expectations have not been met, they tend to be 
dissatisfi ed (Schiff man & Wisenblit, 2018:345). 
According to Kumar and Anjaly (2017:1278), 
satisfi ed customers are likely to repeat their 
purchases, and may become loyal customers. 
Retailers have discovered the importance of the 
post-purchase stage, and aim to meet and exceed 
customer expectations by off ering superior aft er-
sales experiences (Kumar & Anjaly, 2017:1278).

Despite that, many online retailers in South 
Africa have received numerous complaints about 
their aft er-sales service, including Takealot, 
Zando, and Spree. Many of these complaints 
related to delayed refunds and exchanges, poor 

customer service, and late delivery of products 
(HelloPeter, 2019; Takealot, 2019; Zando, 
2019). Th e complaints refl ect a poor aft er-sales 
experience, and may have a negative impact on 
customer satisfaction and loyalty. To prove this, 
the current study aimed to understand the impact 
of aft er-sales experience on customer satisfaction 
and loyalty.

2. THE PROBLEM INVESTIGATED 
Many online retailers aim to provide the best 
possible customer experience at various touch-
points (Lemon & Verhoef, 2016:70). Multiple 
previous studies, including Rose et al. (2012) 
and Kumar and Anjaly (2017), have aimed 
to investigate the impact of online customer 
experience on customer satisfaction and loyalty. 
However, few have focused on the impact of aft er-
sales experience on customer satisfaction and 
loyalty. Authors such as Stein and Ramaseshan 
(2016:10) and Kumar and Anjaly (2017:1279) 
have highlighted the importance of engaging with 
consumers at all touchpoints, including post-
purchase, and suggest that off ering a poor aft er-
sales experience may negatively impact customer 
satisfaction and loyalty. However, this has yet to 
be proven in a South African context.

Most of the popular South African online 
retailers, including Takealot, Zando, and 
Suberbalist, have numerous customer complaints 
registered on their websites, as well as on review 
websites such as Hello Peter, about poor aft er-
sales experiences (Hello Peter, 2019). Most of 
these customer complaints relate directly to the 
experiences of customers, including delayed 
deliveries, long periods of waiting to be refunded, 
diffi  cult exchange processes, and overall poor 
customer service. Th is poses a problem for online 
retailers that wish to diff erentiate themselves 
and remain successful in a highly competitive 
industry, as customers can easily switch to other 
online retailers if they feel that they are not being 
satisfi ed by their current retailers (Lemon & 
Verhoef, 2016:72).

Th is study therefore aims to investigate the impact 
of aft er-sales experience on customer satisfaction 
and loyalty in South Africa, and to provide 
recommendations to online retailers about how 
to improve the aft er-sales experience they off er 
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customers.

3. RESEARCH OBJECTIVES 
Th e primary objective proposed for this study was 
to investigate the impact of aft er-sales experiences 
of South African online retailers on customer 
satisfaction and loyalty. To achieve the primary 
objective, the secondary objectives aimed to:

• Determine whether delivery infl uences 
customer satisfaction from an aft er-sales 
perspective. 

• Investigate whether product-in-hand 
infl uences customer satisfaction from an 
aft er-sales perspective.

• Examine whether return and exchange 
infl uences customer satisfaction from an 
aft er-sales perspective.

• Determine whether customer support 
infl uences customer satisfaction from an 
aft er-sales perspective.

• Investigate whether customer satisfaction 
infl uences customer loyalty from an aft er-
sales perspective.

4. LITERATURE REVIEW 
Th e literature review provides an analysis of the 
current literature on the theories underpinning 
the study – information system continuance 
theory and the theory of perceived risk – as well as 
the proposed constructs in the model, including 
customer experience, aft er-sales experience, 
satisfaction, and loyalty. Th e information system 
continuance theory has been selected as it pertains 
directly to customer satisfaction and intention to 
continue using technology (repeat purchase from 
online retailer) (Bhattacherjee, Perols & Sanford, 
2008:18). Th e theory of perceived risk has been 
selected because it underpins the importance of 
eff ective aft er-sales experience, that is, perceived 
risk can be reduced by off ering eff ective aft er-
sales experiences to customers.

4.1 Information system continuance theory 
Th e information system continuance theory 
(ISCT) argues that customers will be satisfi ed 
and will continue using technologies if their 
expectations have been met and/or exceeded 
(Bhattacherjee et al., 2008:18). Th ere are four main 
constructs in this model; perceived usefulness, 

disconfi rmation, satisfaction, and continuance 
intention (Alraimi & Ciganek, 2015:30). 
‘Perceived usefulness’ relates to the perceived 
benefi ts a user obtains from using technologies 
(Alraimi & Ciganek, 2015:30). If users perceive 
higher levels of usefulness, they are more likely 
to experience positive disconfi rmation, whereas 
lower levels of perceived usefulness lead to 
negative disconfi rmation (Bhattacherjee et al., 
2008:18). Positive disconfi rmation leads to 
increased levels of satisfaction (Hseih & Wang, 
2007; Liao, Chen & Yen, 2007). When users are 
satisfi ed, they are more likely to continue using the 
technology, which then gives rise to continuance 
intention (Bhattacherjee et al., 2008:18).

Th e aim of the current study was to investigate 
the impact of aft er-sales experience on customer 
satisfaction and loyalty. Th erefore, the ‘perceived 
usefulness’ in this case refers to how useful the 
aft er-sales services off ered by an online retailer are 
to customers and relates to constructs including 
delivery, returns and exchanges, product-in-
hand, and customer support. Th e assumption is 
that higher levels of the perceived usefulness of 
these aft er-sales experience factors will lead to 
positive disconfi rmation, customer satisfaction, 
and loyalty towards using the same online retailer 
in future. Previous studies by Khan et al. (2015) 
and Cao, Ajjan & Hong (2018) have discovered 
that specifi c aft er-sales experience factors such 
as effi  cient delivery and good customer support 
do indeed have a positive infl uence customer 
satisfaction and repurchase intention.

4.2 Th eory of perceived risk 
‘Perceived risk’ is defi ned as a combination of 
negative and uncertain outcomes that stem 
from a particular activity (Chang & Chen, 
2013:1755). Th e theory of perceived risk argues 
that consumers tend to reduce their perception 
of the risk associated with an activity rather than 
maximising an expected positive outcome (Chang 
& Chen, 2013:1755). Th e perceived risk for online 
shopping is higher than for traditional shopping, 
as there is little to no contact with the products or 
face-to-face interaction with in-store staff  (Li & 
Huang, 2009:920; Pappas, 2016:93). Th is gives rise 
to two types of perceived risks; fi nancial risks and 
performance risks (Chang & Chen, 2013:1755). 
Financial risks could include the fact that online 
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retailers require credit card details, while many 
consumers are sceptical about providing these due 
to threats of hacking, fraud, and other criminal 
activities (Pappas, 2016:93). Performance risks 
are associated with the inability of the products 
to meet the customer’s expectations (Cassidy 
& Wymer, 2016:191). Higher perceived risks 
infl uence perceived usefulness negatively, and 
therefore lead to negative disconfi rmation, which 
has a negative impact on customer satisfaction 
and loyalty (Li & Huang, 2009:920; Cassidy & 
Wymer, 2016:195).

To reduce perceived risk, online retailers aim to 
engage with customers at various touch-points 
during their journey and enhance their experience 
(Martin, Mortimer & Andrews, 2015:90). Many 
online retailers have affi  liated with accredited 
third-party payment sites, such as PayPal, to 
increase trust in online transactions and reduce 
the perceived fi nancial risks associated with 
online shopping (Claasen & Wrotteseley, 2014). 
To reduce performance risks, online retailers 
have adopted interactive chat-bots and virtual 
reality on their websites to ensure that customers 
experience the products and in-store service as if 
they were in a retail outlet (Sears, 2018). Although 
online retailers are attempting to off er better 
customer experiences during their purchase 
process, some South African online retailers 
struggle to off er the same standard of aft er-sales 
experience, as evidenced by review websites 
(Hello Peter, 2019). Using aft er-sales experience 
factors such as eff ective deliveries, effi  cient 
returns and exchanges processes, product-in-
hand perceptions, and good customer support 
is assumed to reduce perceived risk and lead to 
positive disconfi rmation (Khan et al., 2015:300; 
Kumar & Anjaly, 2017:1292). Moreover, these 
factors could determine whether customers are 
satisfi ed with their experience, and whether they 
will remain loyal to the online retailer. Th is is the 
focus of the current study.

4.3 Customer experience 
‘Customer experience’ is defi ned as a customer’s 
emotional, cognitive, aff ective, social, and 
physical response to a retailer (Lemon & Verhoef, 
2016:67). Customer experience is at the forefront 
of organisational success, and creating a good, 
strong customer experience is becoming a key 

management objective in many organisations 
(Lemon & Verhoef, 2016:69). Organisations have 
established that consumers no longer want simply 
to purchase a product, but to enjoy a satisfying 
experience in all respects. Customer experience 
aims to engage with consumers and off er them the 
best possible experience throughout their journey 
and at all touch-points (Stein & Ramaseshan, 
2016:9). By off ering an excellent customer 
experience, organisations can diff erentiate 
themselves (Stein & Ramaseshan, 2016:9). 
Off ering an excellent customer experience, and 
being able to delight the customer, is crucial to 
gaining competitive advantage. So research into 
customer experience is imperative (Lemon & 
Verhoef, 2016:69).

With the advent of the internet and the 
development of technological advancements, 
customers’ experiences are changing (Rose et al., 
2012:310). Th ey are able to interact more with 
organisations, brands, and fellow customers. Th e 
internet and social media allow customers to 
engage more and be more active in their decision-
making process, as they have more control over 
information (Bilgihan et al., 2015:103). Th rough 
these channels, customer experience has become 
more complex, as there are more touch-points 
at which to engage with customers (Bilgihan et 
al., 2015:103; Stein & Ramaseshan, 2016:17). 
Customers’ journeys might diff er, therefore, and it 
is up to the organisation to off er a consistent and 
optimised experience. By identifying customers’ 
needs through big data, delivering personalised 
customer experience, and being able to up-sell 
and cross-sell, organisations can create excellent 
customer experiences (Lemon & Verhoef, 
2016:84).

Customer experience in an online context can 
be cultivated through various touch-points. 
A study conducted by Stein and Ramaseshan 
(2016) discovered that the atmospheric elements 
of a website, such as ease of navigation, good 
presentation, and the colours and design of 
the website, positively infl uenced customer 
experience. Technological elements in websites, 
such as being easy to use and convenient to 
access and to use, as well as communication 
elements such as emails from the company and 
online catalogues, enhanced customer experience 
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(Stein & Ramaseshan, 2016:17). One of the 
most infl uential factors identifi ed in the study 
was customer-to-customer interaction. It was 
also discovered that being able to communicate 
with other customers, and reading reviews and 
referrals posted by other customers, positively 
infl uenced the customer experience (Stein & 
Ramaseshan, 2016:17).

Customer experience is a multidimensional 
construct. Many previous studies, including 
those by Bilgihan et al. (2016) and McLean and 
Wilson (2016), have attempted to identify various 
antecedents of online customer experience, 
including website aesthetics, control, ease-of-
use, website credibility, hedonic and utilitarian 
features, perceived enjoyment, and being easy to 
locate, to name a few. Apart from the antecedents, 
numerous studies have also investigated the 
impact of online customer experience on 
consumption-related attitudes and behaviours, 
specifi cally satisfaction and loyalty. A study 
conducted by Wu and Tseng (2015:111) found 
that online customer experience has a signifi cant 
and positive impact on customer satisfaction, and 
that customer satisfaction has a positive impact 
on loyalty. Another study by Rose et al. (2012) 
identifi ed that online shopping experiences have 
a direct relationship with satisfaction, and that 
satisfaction has both a direct and an indirect 
relationship with repurchase intention. A study 
by Bilgihan (2016) discovered that positive 
online experiences are a precursor of e-loyalty 
among Generation Y consumers. It is evident 
that signifi cant research has been undertaken 
on the impact of online customer experience on 
satisfaction and loyalty. However, not much is 
known about the impact of aft er-sales experience, 
which has also been shown to be crucial to the 
customer journey (Stein & Ramaseshan, 2016).

Th e next section will elaborate on aft er-sales 
experience and its expected impact on overall 
customer experience, satisfaction, and loyalty.

4.4 Aft er-sales experience 
One of the most crucial aspects of customer 
experience is the post-purchase or aft er-sales 
experience, which takes place once the purchase 
has been made. According to Kumar and Anajaly 
(2017:1278), aft er-sales experience is vital in 

determining repurchase intention, especially 
in an online context. When shopping online, 
customers only get to experience the product 
once it has been purchased; and all aspects of the 
online environment, including their aft er-sales 
experiences, contribute to their perception of the 
store. Lemon and Verhoef (2016:77) posit that 
having a good and positive experience increases 
the likelihood that customers will be satisfi ed, 
whereas a negative experience increases the 
likelihood of dissatisfaction. Kumar and Anjaly 
(2017:1279) emphasised four main aspects of 
aft er-sales experience: delivery, returns and 
exchanges, product-in-hand, and customer 
support. Each is discussed in detail below.

4.4.1 Delivery 
Wang, Mao, O’Kane and Wang (2016:615) refer 
to ‘delivery’ as online retailers using third-party 
transportation or their own logistics to deliver 
products to the customer’s preferred location. 
Delivery is an integral part of online purchasing. 
Many customers take delivery options into 
account when considering from which retail sites 
to purchase (Khan, Liang & Shahzad, 2015:296). 
Some of these options include the time taken to 
deliver and receive the products and the costs 
of delivery, which translate into the relevance, 
effi  ciency, and eff ectiveness of delivery (Wang 
et al., 2016:627). If deliveries are perceived to 
be ineffi  cient and ineff ective, it may infl uence 
the customer’s intention to repurchase from the 
same online retailer. Th is was proven in a study 
conducted by Khan et al. (2015), who discovered 
that delayed deliveries negatively impact 
customer’s satisfaction and repurchase intention 
from online deliveries. Th erefore:

H1: Effi  ciency of delivery has a signifi cant and 
positive relationship with customer satisfaction

4.4.2 Product returns and exchanges 
Product returns and exchanges are common 
among online retailers. Th is can be attributed 
to the fact that customers cannot experience the 
product before making an online purchase, and 
so there is a greater likelihood that products will 
be returned (Bernon, Cullen & Gorst, 2016:286). 
Th e process of returning products on online 
retailer websites also impacts customers’ aft er-
sales experience. Many complaints on online 
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retailer websites and review websites focus on the 
complexity of the returns process and the amount 
of time it takes for the money to be refunded 
(Hello Peter, 2019). Most of the customers who 
experience poor return processes are less likely 
to repurchase from the online retailer. Khan et al. 
(2015:295) found that easier and more effi  cient 
returns processes increase customer satisfaction 
and repurchase from that particular online 
retailer. Based on the above:

H2: Effi  cient return processes have a signifi cant 
and positive relationship with customer 
satisfaction

4.4.3 Product-in-hand 
‘Product-in-hand’ is a concept devised by 
Kumar and Anjaly (2017:1283). Th rough their 
interviews, a number of themes and sub-themes 
emerged. It was found that product packaging, 
receiving the product as expected and in the right 
condition, as well as guarantees and warranties 
infl uenced customers’ aft er-sales experience 
(Kumar & Anjaly, 2017:1283). Customers are 
oft en quick to complain when the products they 
receive do not meet their expectations. Products 
that do not meet customers’ expectations have 
a direct impact on customer satisfaction, as 
argued in the Information Systems Continuance 
Th eory (ISCT) (Alraimi & Ciganek, 2015:30). 
Furthermore, the way the products are packaged 
impacts customers’ perceptions of the online 
retailer (Lo, Tung & Huang, 2017:5). A negative 
perception of their products can negatively 
impact the customer’s experience, and have 
subsequent eff ects on customer satisfaction and 
loyalty (Kumar & Anjaly, 2017:1291). Guarantees 
and warranties are off ered by online retailers in 
an attempt to enhance the customer experience 
(Xu, Munson & Zeng, 2017:232). Customers 
tend to feel more secure when they make online 
purchases that off er guarantees and warranties, 
as this reduces their perceived risk (Sreya & 
Raveendran, 2017:17). Cui, Lin and Qu (2018) 
and Cassidy and Wymer (2016) discovered that 
higher levels of perceived risk negatively infl uence 
purchase intention, customer satisfaction, and 
loyalty. Th erefore:

H3: Positive perceptions of the product-in-hand 
have a positive and signifi cant relationship with 

customer satisfaction

4.4.4 Customer support 
One of the fundamental diff erences between 
traditional and online purchasing is the lack 
of physical interaction in online purchases 
(McLean & Wilson, 2016:606). Many customers 
are sceptical about purchasing products online, 
especially high involvement products, as there 
is limited face-to-face interaction. Traditionally 
customers would engage with a salesperson to 
answer their queries post-purchase. However, in 
an online context, customers are oft en directed 
to the customer complaints section of the website 
where they can contact the retailer or a call centre 
(McLean & Wilson, 2016:606). Many complaints 
from South African retailers are related to the 
lack of customer support off ered by support staff  
via email or phone call (Takealot, 2019). Th ese 
complaints oft en lead to negative overall customer 
experiences; thus it is crucial for online retailers to 
off er good customer support in order to enhance 
the customer experience, which in turn increases 
customer satisfaction and repurchase online 
(Cao, Ajjan & Hong, 2018:411). Th erefore:

H4: Good customer support has a positive and 
signifi cant relationship with customer satisfaction

4.5 Customer satisfaction 
‘Customer satisfaction’ refers to a customer’s 
feelings of gratifi cation or lack thereof, as a result 
of the incongruity between their expectations and 
the product’s perceived performance (Zeithaml 
& Bitner, 2003:300; Mantey & Naidoo, 2017:2). 
If the product’s performance meets and exceeds 
the customer’s expectations, satisfaction results, 
whereas a poor product performance that does 
not meet the customer’s expectations leads to 
dissatisfaction (Hoff man et al., 2009:369). Previous 
studies by Wu and Tseng (2015) and Rose et al. 
(2012) have examined the infl uence of customer 
experience on satisfaction, and have found that a 
good customer experience has a positive impact 
on customer satisfaction. Other studies have 
focused on various aft er-sales experience factors 
in conjunction with customer experience and its 
infl uence on satisfaction. However, these studies 
viewed aft er-sales experience as supplementary 
to the customer’s journey (Khan et al., 2015; Cao 
et al., 2018).
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Nguyen, de Leeuw and Dullhaert (2018:257) 
suggest that determining the infl uence of aft er-
sales experience factors, including delivery, 
product-in-hand, aft er-sales support, and 
returns and exchanges, are essential in a highly 
competitive online retailing industry. Kumar 
and Anjaly (2017:1280) argue that providing 
good aft er-sales experience is important in 
distinguishing online retailers, and is one of the 
reasons that customers may select one online 
retailer over another. Th us it can be deduced 
that the aft er-sales experience off ered by online 
retailers is a source of competitive diff erentiation. 
Moreover, being able to off er a good aft er-sales 
experience leads to increased levels of customer 
satisfaction. Satisfying customers is crucial for an 
online retailer, as it leads to increased customer 
retention and potentially to customer loyalty 
(Shaon & Rahman, 2015:26).

4.6 Customer loyalty 
When customers are satisfi ed, they experience 
feelings of pleasure, and are likely regularly to 
repeat the behaviour that led to their satisfaction 
(Mantey & Naidoo, 2017:2). Th e regular 
repetition of their behaviour results in loyalty. In 
a retailing context, ‘customer loyalty’ is defi ned 
as a customer’s long-term tendency to select a 
company’s products over competing products 
(Khan et al., 2015:292; Mantey & Naidoo, 2017:2). 
Previous studies have investigated the impact of 
customer experience on customer loyalty, and 
have found that positive customer experiences 
lead to customer loyalty (Bilgihan, 2016; Rose et 
al., 2012). Customer loyalty leads to a decreased 
tendency to switch brands, a willingness to pay a 
premium price, and spreading positive electronic 
word-of-mouth (eWOM) (Sivadas & Jindal, 
2016:122). According to Liao, Lin, Luo and 

Chea (2017:653), customers who have received 
satisfactory experiences when purchasing from an 
online retailer are expected to revisit that retailer 
in future, thereby increasing their repurchase 
intention, which leads to loyalty.

Loyal customers tend to share their referrals 
online to inform fellow consumers about their 
positive experiences through eWOM (Liao et 
al., 2017:653). A study conducted in the hotel 
industry by Serra-Cantallops, Ramon-Cardona 
and Salvi (2018:156) discovered that consumers 
who have positive experiences tend to be satisfi ed, 
which results in customer loyalty and spreading 
positive eWOM. In South Africa, however, many 
online retailers have been faced with negative 
eWOM from their customers due to poor aft er-
sales reviews of aspects such as delivery, returns 
and exchange processes, product-in-hand, and 
customer support (Spree, 2019). Th ese negative 
reviews have a negative impact on customers’ 
satisfaction and, potentially, on their loyalty to 
the online retailer. Khan et al. (2015) and Cao et 
al. (2018) suggest that customer satisfaction is a 
key driver of customer loyalty; yet this has still to 
be proven in relation to the impact of aft er-sales 
experience factors on customer satisfaction and 
loyalty among online retailers in South Africa. 
Th erefore the following hypothesis is proposed:

H5: Customer satisfaction has a signifi cant and 
positive relationship with customer loyalty.

Based on the above objectives and literature 
review, the following conceptual model has been 
considered for this study as shown in Figure 1.

5. RESEARCH METHODOLOGY 
Th e research paradigm used in this study 

FIGURE 1: CONCEPTUAL MODEL FOR THIS STUDY (SOURCE: AUTHORS’ OWN CONSTRUCT)
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was positivistic, as this philosophy is used in 
the kind of quantitative, descriptive research 
approach that was adopted in this study. Th e 
sample population included any consumer in 
South Africa who had purchased from an online 
retailer (e.g. Amazon, Apple App store, Google 
Play, Superbalist, Woolworths online store) 
in the six months before the data collection 
took place. Data was collected in November 
2018 through a non-probability convenience 
sampling method, using a questionnaire as a 
data collection instrument. Th e sample elements 
included any respondent living in Gauteng, South 
Africa who met the criteria of being 18 years or 
older, and who had purchased from an online 
retailer in the six months before the research 
was conducted. Th e questionnaire was adopted 
from the previous studies of Kumar and Anjaly 
(2017), Rose, Samouel and Hair (2012), and Park 
and Kim (2003). Th e questionnaire made use of 
nominal and ordinal scales for the demographic 
section, while an unlabelled Likert-type scale 
that was anchored on 1 = ‘strongly disagree’ and 
5 = ‘strongly agree’ was used for Section B of the 
questionnaire. Section B included six sub-sections 
measuring statements pertaining to i) delivery 
(fi ve items), ii) returns (four items), iii) product-
in-hand (four items), iv) customer support (four 
items), v) satisfaction (seven items), and vi) 
loyalty (four items). Trained fi eldworkers were 
used to distribute the questionnaires, and each 
fi eldworker provided potential respondents with 
the background to the study. Respondents were 
informed about their rights, and were assured of 
their anonymity.

Once the data had been collected, coded, captured, 
and cleaned, 358 questionnaires remained usable 
for data analysis. Using IBM SPSS and AMOS 
version 25, the data was checked for normality 
using skewness (parameter of -2 to +2) and kurtosis 
(parameters of -7 to +7) (Pallant, 2016). Th e data 
did fall within these parameters, indicating that 
it was normally distributed and that parametric 
tests could be conducted. Descriptive analysis 
(means and standard deviations), correlation 
testing (Pearson’s product moment correlation), 
exploratory and confi rmatory factor analysis (as 
the study combined three diff erent questionnaires 
that has been previously validated but not as a 
combined study nor from a developing country 

perspective), and multiple regression were 
conducted.

Th e next section describes the process followed 
for the factor analysis and reliability of scales, as 
well as for the multiple regression, and whether 
the data met the criteria for these tests.

5.1 Factor analysis 
Th e fi rst criterion for factor analysis that data 
should meet is that enough data points are 
available. Pallant (2016) suggests that between 
seven and 10 subjects to items should be available. 
Th is criterion was met, as there were 10 subjects 
for each scale item. Th e second criterion for factor 
analysis that should be met is that the KMO value 
should be 0.6 or above and that Bartlett’s test of 
sphericity should be signifi cant (Pallant, 2016). 
Th e data did meet this criterion, as the KMO 
value was 0.915 and Bartlett’s test of sphericity 
was signifi cant (p ≤ 0.000), indicating that the 
data met all the criteria for sampling adequacy. 
As suggested by Fabrigar, Wegener, MacCallum 
and Strahan (1999:277), when data is normally 
distributed, the most suitable extraction method 
for factor analysis is the maximum likelihood 
method, as it allows for the determination of 
signifi cance testing and the goodness of fi t indices. 
Th e results of the EFA and CFA indicated that a 
six-factor solution was present and that no items 
had to be removed. Th ese six factors were labelled 
as i) delivery, ii) return and exchange, iii) product-
in-hand, iv) customer support, v) customer 
satisfaction, and vi) customer loyalty. Only Eigen 
values above 1 were extracted for the analysis, and 
coeffi  cients of less than 0.3 were excluded. Using a 
confi rmatory factor analysis (CFA), this structure 
was confi rmed. Th e six factors identifi ed explain 
55.2 per cent of the variance as shown in Table 1.

Convergent validity was assessed through the 
factor loadings and average variance extracted 
(AVE) and these values should be > 0.5. To 
measure the reliability and internal consistency, 
the Cronbach Alpha (α) and the Composite 
Reliability (CR) was determined. To show 
reliability these values should be > 0.7 (Fornell 
& Larcker, 1981, Pallant, 2016). Th ese results are 
shown in Table 2. Table 3 provides the results 
of the discriminatory validity. Each of these 
highlighted should be greater than the correlation 
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values (Forness & Larcker, 1981). As indicated 
in Tables 2 and 3 all criteria for reliability and 
validity were met.

TABLE 1: CFA – CUMULATIVE VARIANCE 
EXPLAINED

Factor Variance 
explained

Cronbach’s 
alpha value

Customer 
satisfaction 31.4% 0.940

Customer loyalty 40.5% 0.910
Customer 
support 47.2% 0.780

Product-in-hand 50.6% 0.722
Returns and 
exchange 52.5% 0.819

Delivery 55.2% 0.824

5.2 Regression analysis 
In order to test the conceptual model, a multiple 
regression was used. Before conducting this 
analysis, it was determined whether the data met 
the criteria for regression. In the fi rst instance, 
Tabachnick and Fidell (2017:123) suggest a 
formula for determining whether the sample 
size is large enough. Th e calculation of the 
authors’ formula of N > 50 + 8m (where m = 
number of independent variables) indicated that 
the sample size was exceeded by 268. Secondly, 
multicollinearity was considered. Th e correlations 
of variables were less than the 0.7 threshold, and 
the collinearity values of tolerance were 0.6 and 
less, thus meeting the criterion of needing to be 
0.1 and higher. Th e VIF (variance infl ation factor) 
was 0.2 and less, which met the criterion that a VIF 
should be less than 10. Scatterplots and normal 
probability plots were analysed to determine 
outliers, normality, linearity, homoscedasticity, 
and independence of results. Th e data met all the 
criteria for regression analysis.

6. RESULTS AND FINDINGS 
A Pearson product moment correlation was run 
to test the hypotheses set out earlier. Table 4 shows 
the results of the correlation between the four 
customer experience factors (delivery, returns 
and exchange, product-in-hand, and customer 
support) on satisfaction.

TABLE 4: PEARSON PRODUCT MOMENT 
CORRELATION – CUSTOMER EXPERIENCE ON 

SATISFACTION 

Satisfaction

Delivery
Pearson 

correlation (r) .539

Sig. (2-tailed) .000

Returns and 
exchange

Pearson 
correlation (r) .329

Sig. (2-tailed) .000

Product-in-
hand

Pearson 
correlation (r) .508

Sig. (2-tailed) .000

Customer 
support

Pearson 
correlation (r) .450

Sig. (2-tailed) .000

From Table 4, it can be determined that all four 
customer experience factors have a signifi cant 
relationship with customer satisfaction, indicating 
that H1, H2, H3, and H4 can be accepted. 
Specifi cally, delivery (r = 0.539) and product-
in-hand (r = 0.508) have large and positive 
relationships with satisfaction, while returns and 
exchange (r = 0.329) and customer support (r = 
0.450) have signifi cant and medium relationships 
with satisfaction.

When considering H5, the Pearsons product 
moment correlation test indicated that a 
statistically signifi cant (p ≤ 0.000) and large (r 
= 0.760) relationship exists between customer 
satisfaction and customer loyalty, indicating that 

TABLE 3: COMPONENT CORRELATION MATRIX (DISCRIMINANT VALIDITY)

Customer satisfaction 0.781
Customer Loyalty 0.760 0.720
Customer support 0.450 0.327 0.709
Product in Hand 0.508 0.433 0.332 0.720
Returns and Exchange 0.328 0.237 0.568 0.331 0.727
Delivery 0.539 0.406 0.366 0.331 0.568 0.715
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this hypothesis can also be accepted.

Although each of the customer experience factors 
individually have a signifi cant relationship with 
customer satisfaction, it needs to be determined 
which of the factors is the largest predictor of this 
relationship. Th erefore the conceptual model was 

tested using a multiple regression, the results of 
which are indicated in Tables 5 and 6 below.

Tables 5 and 6 show that 58.3 per cent of the 
variance is explained through this model, and 
that it is statistically signifi cant. To identify the 
largest predictors of satisfaction and loyalty, 

TABLE 2: CFA – FACTOR LOADINGS, AVE, CR AND CRONBACH ALPHA

Items / Factor Factor 
Loadings AVE CR Cronbach’s α

Customer Satisfaction
SAT1 0.781

0.611 0.917 0.940

SAT2 0.832
SAT3 0.836
SAT4 0.798
SAT5 0.778
SAT6 0.729
SAT7 0.711
Customer Loyalty
LOY1 0.733

0.518 0.811 0.910
LOY2 0.765
LOY3 0.663
LOY4 0.714
Customer Support
CS1 0.532

0.502 0.719 0.780
CS2 0.548
CS3 0.861
CS4 0.826
Product in Hand
PH1 0.853

0.516 0.726 0.722
PH2 0.873
PH3 0.443
PH4 0.616
Returns and Exchange
RE1 0.710

0.529 0.700 0.819
RE2 0.791
RE3 0.640
RE4 0.760
Delivery
D1 0.743

0.511 0.739 0.824
D2 0.630
D3 0.597
D4 0.810
D5 0.771
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Figure 2 shows the results of the analysis of the 
conceptual model.

TABLE 5: MODEL SUMMARY

Model R R 
square

Adjusted 
R square

Std error 
of the 

estimate
1 0.764 0.583 0.577 0.580

From Figure 2, it can be seen that delivery is the 
largest predictor of customer satisfaction (beta 
= 0.340, p≤0.000) followed by customer support 
(beta = 0.275, p≤0.000) and then product-in-hand 
(beta = 0.248, p≤0.000). Th e results show that there 
is no statistically signifi cant relationship between 
return and exchange and customer satisfaction 
when all factors are considered together. Th e fi gure 
also clearly indicates that customer satisfaction 
is a large predictor of customer loyalty, and that 
there is a statistically signifi cant relationship 
between the two constructs (B=0.893, p≤0.000).

7. MANAGERIAL IMPLICATIONS 
In respect of considering customers’ experience 
when purchasing online and its infl uence on 
customer satisfaction and loyalty, this study 
found that customers’ experience of delivery, 
customer support, and product-in-hand will 
predict whether or not they will be satisfi ed and 
loyal. Th e study clearly indicated that customer 
satisfaction has to be in place before customers 
will become loyal. Th is study therefore supports 

previous research by Khan et al. (2015), Cao et 
al. (2018:411), Alraimi and Ciganek (2015:30), 
and Shaon and Rahman (2015:26), which found 
that customers must have good experiences, 
specifi cally of delivery, customer support, and 
product-in-hand, when purchasing from an 
online retailer in order to create customer 
satisfaction and loyalty. Providing customers 
with a good online experience when purchasing 
will mean that online retailers can benefi t from 
having satisfi ed customers, which in turn can 
lead to more purchases, less price-sensitivity, and 
customers who spread positive word-of-mouth 
(Sivadas & Jindal, 2016:122). In order to create a 
good customer experience which that can lead to 
higher levels of customer satisfaction and loyalty, 
online retailers should do the following:

1. Ensure that all aspects of delivery are effi  cient 
and eff ective. Because delivery is the largest 
predictor of customer satisfaction (as found 
in this study), online retailers need to ensure 
that they communicate clearly with customers 
about their expectations of delivery. Online 
retailers need to keep to delivery dates and 
times, and ensure that the correct products are 
delivered. Th is requires clear communication 
via emails and SMSs when products are 
dispatched, when they are en route, and when 
the customer can expect delivery. Online 
retailers should give customers the ability to 
track the product throughout the delivery 

TABLE 6: ANOVA SUMMARY OF THE MODEL 

Model Sum of 
squares df Mean 

square F Sig.

1
Regression 164.365 5 33.073 98.191 0.000

Residual 118.224 351 0.337
Total 283.589 356

FIGURE 2: MODEL RESULTS
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process. Th is means that online retailers 
will need to form deep relationships with 
their courier companies in order to be able 
to communicate with customers about the 
location of their package.

2. Online retailers should off er customers 
various options for delivery, such as delivery 
to their home, delivery to another address, 
a postal delivery, or delivery to a partner 
company (e.g., to Clicks, which is part of the 
Pargo system). Th is will give the customer 
options that suit their needs, and will allow 
the online retailer to have fewer packages 
returned because customers were not at home. 
In addition, online retailers should allow the 
customer the opportunity to indicate which 
time of day to deliver in order to ensure that 
the customer will be at the specifi ed place at 
that time. 

3. Online retailers should off er customers online 
support by having a chatbot on the website 
that can immediately respond to their queries. 
Websites should clearly indicate the customer 
service telephone number, and the online 
retailer should respond quickly to customer 
emails. Th e customer support function should 
be designed so that it is easy for the customer 
to contact someone who can immediately 
assist with a problem such as a lost delivery, 
incorrect products delivered, or payment 
problems.

4. One of the main reasons that people tend 
not to purchase online (apart from security) 
is that they do not know whether what they 
see on the screen, and the way the product is 
described online, will be the actual product 
that is delivered. For this reason, it is essential 
that online retailers provide customers with a 
clear and accurate description of the product 
or service. Th is includes the size of the 
product, any colour options, and the materials 
from which it is made. If a product is available 
in various sizes, a clear size guide must be 
provided. Th is requires online retailers to 
provide a clear description of the product / 
service / show / experience that the customer 
is buying. Including rating reviews from 
other customers can also assist customers 
in identifying whether the description is 

accurate.
5. In order to create customer loyalty and 

repurchase intention, online retailers need to 
consider the experience of purchasing online 
holistically. Th ey need to test their systems, 
and work closely with suppliers and delivery 
partners in order to ensure that every aspect of 
the experience creates customer satisfaction.

8. CONCLUSION 
Th e fi ndings from this study indicate that delivery, 
customer support, and product-in-hand are 
predictors of online customer satisfaction. Online 
retailers need to consider these aspects in their 
marketing strategy, website design, and delivery 
partner selection in order to create customer 
satisfaction. Creating customer satisfaction is 
essential when aiming to gain loyal customers 
who will be less price-sensitive and will spread 
positive word-of-mouth. If online retailers took 
cognisance of the fi ndings and recommendations 
of this study, they could improve their levels of 
customer satisfaction and loyalty.
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ABSTRACT 
Recent research indicates that water consumption 
by hotels is far higher than household 
consumption due to tourists having a “pleasure 
approach” and they generally use more water 
than they would normally do at home. Hotel 
managers need to apply innovative business 
models and water-saving measures to reduce the 
water footprint of their establishments without 
deterring visitors to visit the destination. At 
the beginning of 2018, the City of Cape Town 
was set to run out of water in a matter of weeks 
and everyone in Cape Town was limited to 50L 
of water per person per day. During that time, 
the City of Cape Town was a living lab, and the 
researcher gained some insight into the coping 
mechanisms employed by the hotel industry. Th e 
research objectives are to examine the impact of 
drought on a popular tourist destination and to 
identify innovative and practical measures being 
implemented by stakeholders in order to deal 
with water-stress and to build resilience for future 
climatic and draught catastrophes. Th e results 
of this case study provided valuable insight to 
researchers and managers in other water-stressed 
destinations and it can infl uence the tourism 
industry to become more sustainable and more 
resilient for future water-stress situations.

Keywords: Water-stress; climate change; tour-
ism; environmental auditing 

INTRODUCTION 
Global tourism arrivals have been growing almost 
consistently for the last half-century and recently 

reached over one billion international arrivals. 
However, tourism comes with a high demand for 
natural resources, which can prove problematic 
for areas with limited water resources, oft en the 
case for coastal and island destinations (Gossling, 
2001; Goodwin, 2011; Mason, 2016). Despite 
covering about 70 percent of the Earth’s surface, 
water, especially drinking water, is not as plentiful 
and only 3 percent of water is fresh. Over one 
billion people lack access to water, and another 
2.7billion fi nd it scarce for at least one month of 
the year. A 2014 survey of the world’s 500 largest 
cities estimates that one in four is in a situation 
of “water-stressed” (Chipello, 2014). According 
to the United Nations, global demand for fresh 
water will exceed supply by 40 percent in 2030, 
due to a combination of climate change, human 
action and population growth. Th e existence 
of tourism means that an additional number 
of people may require freshwater for a wide 
range of end-uses, including drinking, hygiene, 
cleaning, food provision, recreation, aesthetics, 
and other support services. In some destinations, 
this additional demand leads to water stress 
(Becken, 2014) and seasonal pressures on water 
supply systems of tourist destinations. Tourists’ 
water use on a per guest night basis was found 
to diff er substantially, with water usage being 
the highest and most diverse in developing 
countries (up to 956 litres per guest night). To 
deal with this changing scenario, more effi  cient 
use of water resources and adaptation to new 
climate conditions are essential to strengthen the 
resilience of the tourist industry (Fraguell et al., 
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2016). Accounting for tourism’s water footprint is, 
therefore, very important (Dumont et al., 2013).

Water is essential for tourism. Not only is it 
necessary for basic human needs and leisure 
activities, such as golf and skiing (Gössling et 
al., 2012; Stonich, 1998) but it is also a social 
resource that can draw tourists (Chan & Wong, 
2006). Hotel gardens, lakes, beaches, and ponds 
are well-known points of interest for tourist 
activities (Stonich, 1998). As a general rule, the 
more beds or rooms a hotel has, the more water 
it will use, and Gössling (2001) indicated that 
water use by hotels in Zanzibar, Tanzania, was 
closely correlated to the number of beds available, 
possibly, as the author suggested, because larger 
hotels tend to have larger swimming pools, 
gardens, and water features. Some studies also 
confi rmed that larger hotel capacity is associated 
with greater use of water, whether calculated by 
guest night or total volume. Studies in this area 
have shown higher total water consumption rates 
in higher graded hotels. On-site hotel laundries 
are also a driver of water use. A hotel with an 
on-site restaurant, for example, needs water 
for drinking, food preparation, and cleaning 
(Gössling et al., 2012). Charara et al. (2011) found 
water consumption per guest night to be strongly 
associated with both a number of employees 
and price per room. According to Eurostat 
(2009:16): “water consumption by hotels is far 
higher than household consumption due largely 
to the collective consumption of water in hotels. 
Holidaymakers have a pleasure approach to the 
showers or bath and generally use more water 
than they would normally”. However, innovative 
business models and water-saving measures can 
help hotels to reduce their water footprint.

LITERATURE REVIEW 
As water supply becomes an ever more pressing 
issue in many parts of the world, the tourism 
industry has a responsibility to conserve water 
whenever possible. Furthermore, access to 
clean and safe water will become an important 
determinant in the location of a tourism 
enterprise or ensuring the viability of existing 
operations (UNEP, 2003(b):21). Also, the need to 
deal with wastewater sustainably is now seen as 
essential for the ongoing potential of a tourism 
destination.

Of the various components of tourism 
infrastructure, aft er transportation access, water 
supply is the most critical because it depends on 
the availability of a basic supply resource (Inskeep, 
1991:121), hence the importance of protecting 
this valuable asset. Th e environmental quality of a 
destination is a key factor in making travel-related 
decisions (Pizam, 1991:79; Font, 2001:2; Harris et 
al., 2003:90). Th is is especially true where health 
risks from air and water pollution are perceived 
as a problem (Middleton, 1997:138).

As implied in the introduction, over a billion 
people in 50 countries live with severe water 
shortages every day of their lives, and as predicted 
in 1999, as much as two-thirds of the world’s 
population could be experiencing moderate 
to high water stress by 2025 (WBGU, 1999). 
Freshwater resources are an essential component 
of the earth’s hydrosphere and an indispensable 
part of all terrestrial ecosystems. Th e freshwater 
environment is characterised by the hydrological 
cycle, including fl oods and droughts, which in 
some regions have become more extreme and 
dramatic in their consequences (Dodds, 2002:23). 
Global climate changes and atmospheric pollution 
could also have an impact on freshwater resources 
and their availability and, through sea-level rise, 
threaten low-lying coastal areas and small island 
ecosystems.

According to Brown et al. (2002:37) “wherever 
population is growing, the supply of fresh water 
per person is declining”. Tourists visiting a 
community form part of this growing population 
and thus a consumer of the fresh water of 
that community. Tourists typically consume 
considerably more water than residents–“a 
hotel can consume between 60m3 and 220m3 
water per guest room per year depending on 
the facilities provided and whether sound water 
conservation practices are in place, such as water 
fl ow restrictions and on-site wastewater treatment 
facilities” (UNEP, 2002(b):36).

Th e general objective is to ensure that adequate 
supplies of water of good quality are maintained 
for the entire population of this planet, while 
preserving the hydrological, biological and 
chemical functions of ecosystems, adapting 
human activities within the capacity limits of 
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nature and combating vectors of water-related 
diseases. According to Inskeep (1991:61), water 
quality includes domestic water supply, surface 
water and underground water. Th e prevalence of 
water scarcity in shared river basins has a great 
potential to trigger or intensify regional instability 
and other security issues, particularly health 
problems (Brusasco-Mackenzie, 2002:184). 
Worldwide, some 50 000 people die daily due 
to waterborne and water-related diseases, while 
eighty percent of all diseases worldwide are 
attributable to drinking water quality (African 
Wildlife, 1998:1).

Th e need for large amounts of water to irrigate 
farmlands – more than 70 percent of all freshwater 
used globally – oft en leads to the draining of 
species-rich wetlands and rivers (Wood et al., 
2000:64). Furthermore, the widespread scarcity, 
gradual destruction and aggravated pollution 
of freshwater resources in many world regions 
demand integrated water resources planning 
and management. Without integrated resources 
planning and management system, various social 
problems will occur. water scarcity could lead to 
urban migration, overpopulation, poverty and 
instability (Homer-Dixon, 1994:13; Reuveny, 
2007),. Integration must cover all types of 
interrelated freshwater bodies, including both 
surface water and groundwater, and duly consider 
water quantity and quality aspects.

Rational water utilisation schemes for the 
development of surface and underground water 
supply sources and other potential sources have 
to be supported by concurrent water conservation 
and wastage minimisation measures. However, 
priority must be accorded to fl ood prevention 
and control measures, as well as sedimentation 
control, where required (Plate, 2002). Especially 
the tourism industry should play a vital role in 
these schemes, as water is perhaps the hospitality 
industry’s most important resource.

Th is also implies that the multisectoral 
nature of water resources development in the 
context of socio-economic development must 
be recognised, as well as the multi-interest 
utilisation of water resources for water supply 
and sanitation, agriculture, industry, urban 
development, hydropower generation, inland 

fi sheries, transportation, recreation, low and fl at 
lands management and other activities. It is in this 
regard important to note that: “hotel developments 
can hasten the installation of much-needed water 
infrastructure. Poor siting, design, engineering 
and construction of tourism facilities run counter 
to their long-term interests by causing erosion, 
landslides and fl ooding” (UNEP, 2002(b):36) not 
to mention a total standstill due to the lack of 
freshwater.

In the State of Environment report the South 
African Government proposed the following 
programme areas for the freshwater sector:

• Integrated water resources development and 
management 

• Water resources assessment 
• Protection of water resources, water quality 

and aquatic ecosystems 
• Drinking water supply and sanitation
• Water and sustainable urban development 
• Water for sustainable food production and 

rural development 
• Impacts of climate change on water resources. 

Th ese programmes are essential but in the case 
of Cape Town these programmes almost did not 
make a diff erence to the water crises experienced 
in 2017/2018.

Th e South African city of Cape Town was set to 
run out of water in a matter of weeks. Day Zero 
was imminent and on that day municipal water 
supplies would have offi  cially run out of water. 
At that moment, everyone in Cape Town was 
limited to 50 litres of water per person per day. 
According to South African Tourism (SAT), fi ft y 
litres per day is in line with the World Health 
Organisation standards. In 1996 the WHO has 
recommended that the international community 
adopts a fi gure of 50 litres per capita per day as a 
basic water requirement for domestic supply. Th is 
allows individuals to shower, boil water for food, 
practice basic hygiene, provide for household pets 
and drink the recommended amounts of water. 
However, according to the local government 
of Cape Town, the taps will be turned off  at the 
beginning of 2018. At that point, people will 
only be able to collect a daily allowance of 25 
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litres from 149 points around the city. It is clear 
that Cape Town faces the unenviable situation 
of being the fi rst major city in the modern era to 
run out of drinking water. However, the plight 
of the drought-hit South African city is just one 
extreme example of a problem that experts have 
long been warning about–water scarcity. By 2015, 
Sao Paulo had only 20 days of water available, 
and in January 2017 their water reserves were 
15% lower than expected. Th e World Bank and 
the United Nations also expressed concern 
about other cities, for example, Beijing, where 20 
million inhabitants are under tremendous water 
stress. Cities like Mexico City import 40% of their 
water and water supply to households is limited 
to just a few hours a day. Cairo may run out of 
water by 2025, Istanbul by 2013, and London 
by 2040. Other popular tourist destinations, 
including Bangalore, Jakarta, Moscow and Tokyo, 
are experiencing similar problems. In Australia, 
the Millennium Drought, which provoked the 
country for the fi rst decade of the new century, 
left  cities like Melbourne a year away from a city 
without water. When destinations are facing these 
types of severe droughts, oft en the hospitality and 
event sectors are negatively aff ected.

One of the contributing factors towards the 
water crises in Cape Town is “overtourism”. 
Overtourism occurs when there are too many 
visitors to a destination (Goodwin, 2016). For 
example, Airbnb in Cape Town is the most 
popular destination in Africa with over 17,600 
active listings. Adding to Airbnb the 65 hotels in 
Cape Town, it is clear that the accommodation 
industry is putting immense pressure on the 
urban water system. Th is increased demand for 
water is the ‘new normal’ for many destinations, 
and it is not going to go away. Th is “new normal” 
situation is not unique to Cape Town, but it is 
a crisis that threatens to be repeated globally. 
At this moment, the City of Cape Town is still 
regarded as a living lab to gain insight into the 
coping mechanisms employed by water-stressed 
communities and industries.

Cape Town is now becoming the global benchmark 
for how world-class cities respond to future climate 
threats around the world, and the hotel industry 
in Cape Town is a perfect case study to research 
best practices to minimise additional water-stress 

on the residents. It is oft en the poorer residents 
who are most disadvantaged when destinations 
are facing a water crisis. Unrestrained tourism 
growth was shown to benefi t elite stakeholders, 
for example, tourism developers, while adversely 
impacting impoverished local stakeholders. Th is 
research therefore, also raises critical questions 
about broader water equity issues. Water scarcity 
is mediated by wealth, social networks, and 
roles (Hoekstra, 2000), whereby for example 
women have traditionally been identifi ed to be 
likely to “suff er for water” (Sultana, 2011), while 
tourists are fl ushing down drinking water in their 
hotels. Driven by the global problem of climate 
change, South Africa is positively changing 
its relationship with water and encouraging 
everyone to become more water-wise.   Reports 
on water use in hotels concluded that it is possible 
to reduce water consumption by 20% without 
compromising the guest experience (Smith et al., 
2009). As argued by Cole (2012), access to water 
is fundamental to development and an indicator 
of progress towards Sustainable Development 
Goals, thus more research is necessary to fully 
evaluate the nexus of tourism growth and water 
security. Globally, the new normal in terms of 
water usage is to practice techniques for saving 
and being resourceful (SAT).

Th ere is no doubt that tourist arrivals increase 
water stress of destinations (Charalambous, 
Bruggeman and Lange, 2012; Gossling et al., 
2015). On the other hand, the economic benefi ts 
of tourism are well documented. Cooper (2012) 
and Gossling and Hall (2006) have recognised the 
possible consequences of “water wars” between 
sectors and stakeholders as many destinations are 
situated with potential or actual water scarcity. 
As one of the main pillars of tourism, the hotel 
industry should make optimal use of water in the 
quest for more sustainable forms of development 
(Becken and Dolnicar, 2016; Hawkins and 
Bohdanowicz, 2012). Sustainability in the 
tourism context in “no longer a necessity but a 
critical factor which deserves serious attention by 
industry” and the lessons learned from the Cape 
Town case study should receive urgent attention.

RESEARCH DESIGN, METHODS AND 
PLANNING 
Th e researcher used a case study approach 
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through a mixed methods design to investigate 
the resilience of the hotel industry in Cape Town. 
Both qualitative and quantitative methods will 
be used as methods of data gathering. Also, data 
triangulation will be involved in a variety of data 
sources. Secondary data will include document 
reviews and document analysis, and primary data 
will include observations, interviews and surveys. 
Th is conference paper will report some of the 
aspects of phase one and phase two of the project 
(see Figure 1). In Phase 1 (January-March 2019), 
the researcher performed a qualitative content 
analysis of documents related to the water crises in 
Cape Town and searched for innovative measures 
on how the hotel and event industry responded to 
the crises. Th e researcher collected and analysed 
mostly grey literature in the media related to the 
crises.

During a site visit to Cape Town in Phase 
2, the researcher collected some contextual 
information from the local government and 

NGO’s, interviewed 32 hotel managers, and 
visited some hotels and event centres for personal 
observations. Interviews probed to understand 
how climate change and water stress aff ected 
various elements of the accommodation and 
event industry, including timing, location, 
attendance, programmatic elements, safety and 
security. Interviews also examined opportunities 
for mitigation and adaptation considered by 
managers. As discussed above, Cape Town is 
regarded as a living lab at the moment and the 
researcher appreciates the opportunity to collect 
fi rst-hand information from members of the 
tourism industry. In Phase 3 (September 2019) 
the researcher will conduct a quantitative survey 
(n=65 Cape Town hotel managers and 15 event 
managers) to measure the impact of the water 
crises on the industry and to identify innovative 
ideas how they responded to the crises. Th e online 
survey will be sent managers asking questions 
related to their establishments, perceived 
vulnerability to climate change, the implication of 

FIGURE 1: METHODOLOGY 
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climate change on their establishment and event 
and feasibility of various adaptation options. Th e 
results of the previous phases will be used to build 
a resilience model of key success factor for other 
destinations. Phase 3 and 4 (2020) is out of the 
scope of this conference paper, but the researcher 
is planning to test the results in New Zealand 
in the following year, and potentially hotels in 
other destinations. Ethical approval as granted by 
University X.

RESULTS 
From our document analysis, it is clear that 
the lack of rainfall in Cape Town is not a new 
phenomenon (see Fig 3), but the steep decline in 
rainfall in 2015-2018 is at its lowest level.

During this time, the population of Cape Town 
grew from 441 209 in 1951, and a population of 
577 648 in the greater urban surroundings to over 
3.7 million in 2018. Th e growth in population put 
immense pressure on the water supply in Cape 
Town. In already in 1990, the Water Research 
Commission indicated that the City would run 
out of water before 2010. In their annual report, 
they stated that “it is estimated that freshwater 
supplies for the Cape Town metropolitan area will 
be fully committed by the year 2007”. Th is decline in 
rainfall and an increase in water demand already 
set the scene for crises. On top of that, 1994 was 
the birth of a new South Africa, and suddenly 
tourism grew by extraordinary numbers of 

visitors. Both international tourism and domestic 
tourism numbers grew beyond the averages of 
the past (Fig. 4), and Cape Town was identifi ed 
as a must-see destination. As the city approached 
the 2007 water crises deadline, several new hotels 
were developed for the 2010 FIFA World Cup, 
and Airbnb accommodation started to pop-up in 
the City. According to our results, Airbnb in Cape 
Town is the most popular destination in Africa 
with over 17,600 active listings (Figure 5). Adding 
to Airbnb the 65 hotels in Cape Town, it is clear 
that the accommodation industry is putting 
immense pressure on the urban water system.

Day Zero 
As the local government announced “Day Zero”, 
tourism arrivals to Cape Town International 
Airport started to drop. Th e reasons might have 
been that tourists did not want to visit a destination 
where they are limited in the “pleasure approach” 
towards water, or it can be that tourists reacted to 
social media messages from the local community, 
that they should not visit the city and that they 
should “stay away”.

In response to the water emergency, the hotel 
and event industry realised their responsibility. 
Th ey were limited to the number of litres of water 
allowed per day, and to accommodate a guest in 
a 5 star hotel on less than 50L per day probed 
for some creativity. Most of the hotels identifi ed 
emergency solutions in the diff erent hotel 

FIGURE 2: WATER CATCHMENT IN THE STUDY AREA (SOURCE: HTTPS://RETHINK.EARTH/THE-
MANY-LAYERS-OF-CAPE-TOWNS-WATER-CRISIS/. ILLUSTRATION: E. WIKANDER/AZOTE.)
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FIGURE 3: ANNUAL RAINFALL IN CAPE TOWN (SOURCE: HTTPS://WWW.GROUNDUP.ORG.ZA/
ARTICLE/HOW-SEVERE-DROUGHT-DETAILED-LOOK-DATA/)

FIGURE 4: TOURISM GROWTH IN SOUTH AFRICA (SOURCE: HTTPS://WWW.STATISTA.COM/
STATISTICS/300683/NUMBER-OF-TOURISTS-IN-SOUTH-AFRICA/)

FIGURE 5: AIRBNB LISTINGS IN CAPE TOWN (SOURCE:HTTPS://WWW.AIRDNA.CO/VACATION-
RENTAL-DATA/APP/ZA/WESTERN-CAPE/CAPE-TOWN/OVERVIEW)
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departments to minimise water consumption. 
Th ese departments can broadly be identifi ed 
as front of house; back of house; staff  facilities; 
accommodation and housekeeping; food and 
beverage; conferences and events; spa’s, gym and 
indoor facilities; and outdoor facilities (pools and 
gardens) and transportation.

UNIQUE RESPONSE PRACTICES BY THE 
HOTEL INDUSTRY 
We found over a hundred water saving practices 
from the 35 hotels we interviewed in Cape 
Town and the four broad themes of water saving 
mechanisms can be classifi ed as follow, with some 
unique practices:

Knowledge (conducting regular water audits, 
measure, monitor and set targets)
Some interesting fi ndings regarding knowledge 
were that hotels started to measure, monitor 
and educate staff  and visitors. One of the 
participants mentioned a “Reward system with 
guests” while another told us that “On TVs in the 
rooms, they have included an “H20 Help’ water 
menu explaining how you can help save water”. 
One of the hotel managers argued in favour of 
a monitoring system and share their idea of a 
“Comprehensive monitoring system called Station 
Seven that monitors water usage by the hour, 
alerting managers to problem areas and allowing 
for a quick fi x”. Hose pipes and bath plugs were 
removed from most establishments, and guests 
are also requested to capture shower water 
(while waiting for the temperature to adjust) in 

dedicated galvanised mini-baths (buckets), which 
is used, in addition to melted ice, for various 
housekeeping purposes. Some hotels started an 
incentive program for staff  to help save water 
from mop buckets, ice buckets, fl ower vases, open 
water bottles, etc).

Interventions (Effi  ciency in technology and 
behaviour) 
Hotels invested fi nancial resources into 
interventions to helping fi nd new technology 
during the crises time. Participants mentioned 
a “water from air machine” a desalination plant 
and infrared sensor activated taps so minimize 
consumption. Th e one hotel replace all the natural 
grass with synthetic grass and vehicles are washed 
with chemical cleaners and not water. One 
participant mentioned that they felt responsible 
and said that they “constructed two grey water 
collection systems to lessen its dependence on the 
municipal water supply, and to curb the impact of 
the hotel’s water use on the environment”. One of the 
food and beverage managers told us that they use 
spray bottles with diluted cleaning chemicals to 
spray on the restaurant and kitchen fl oor to clean 
instead of litres of water. One also mentioned a 
climate control system that uses ocean water for 
heating and cooling processes.

On-site reuse, recycle and reduce or re-purpose 
As mentioned before, most of the hotels removed 
all the bath plugs as well as bath mats from 
their bathrooms, some removed water-based 
treatments from their spa. Th ey utilized non-

FIGURE 6: INTERNATIONAL ARRIVALS TO CAPE TOWN INTERNATIONAL AIRPORT 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

1525

potable water in cleaning wherever viable. For 
example, the one F&B manager told us that they 
“use left -over molten ice from the breakfast buff et 
to rinse fruits/vegetables” and use the left over ice 
from the bar to water our garden. Most showers 
now have stopwatches for 3-minutes showers 
and they installed instant hot water. Grey water 
recycling systems is the new normal in Cape 
Town and hotels have bucket brigades, which 
uses buckets of water that are placed in guests’ 
showers to water the hotel’s plants. Th e one 
managers told us that they invested in “three 260 
litre tanks are used to store backwashed water from 
the two pools. Th is water is either fi ltered back into 
the pools or used to water plants and wash the 
fl oors”. Special devices have been installed on all 
taps to control the water fl ow into a spray motion. 
Th e swimming pool water top up is only done 
via treated and fi ltered, recycled water and water-
based air-conditioning systems are being adapted 
to reduce water loss.

Alternative supply of water 
One hotel installed an effi  cient water harvesting 
system for its seven swimming pools to generate 
clean water; they also build a wastewater treatment 
facility that can produce up to 50 million litres 
of clean water per annum. All water-based air 
conditioning systems have been adapted to reduce 
water loss and the installation of a borehole to 
provide an alternative water supply and some 
hotels near the ocean has converted their pool 
to a seawater pool. Other hotels fi tted with pool 
blankets to ensure minimum evaporation when 
not in use. One hotel mentioned stock piling 
bottled water, which will then be donated back to 
the local community and staff , should the city’s 
supply of water run out. Another hotel has a 
conservation committee is in place to continually 
look for areas in which to save and help our 
employee save water not only in the workplace 
but at home.

DISCUSSION AND OUTCOMES 
Th e fi ndings will advance the conceptual 
and managerial knowledge of water-stressed 
destinations and innovative techniques 
implemented to cope with the new normal. 
Tourism might be seen as a potential unsustainable 
agent of water consumption, but very limited 
research has been conducted on innovative water 

saving techniques within the hospitality industry. 
Methodologically, this project off ers important 
insight into a real-world practical water-stressed 
environment. With the dramatic changes in 
climate and climate emergencies all over the world, 
it is clear that water-stress is the new normal. We 
will have to search for alternative solutions and 
this case study provides some practical solutions 
for other hotels in water-stressed destinations. 
Key lessons will have to infl uence policymaking 
in the future and destinations will have to 
implement new water saving regulations for new 
hotel developments but also establishments such 
as Airbnb will have to educate their visitors, to 
save water like a local. Th e economic benefi ts of 
tourism are well documented and climate change 
is a threat to the long term sustainability of the 
industry.

Th e following issues that are either currently 
or very likely to impact destinations: higher 
temperatures; rising sea levels; more frequent 
extreme weather events – such as droughts and 
fl oods; a change in rainfall patterns and all the 
social and economic costs associated with these 
environmental issues. Old business models are no 
longer valid and we need to think in an integrated 
manner.

Th e following recommendations are made to 
protect the quality and supply of water resources:

• To avoid consumption that aff ects local 
residents 

• To protect water resources 
• To avoid pollution of water tables
• To promote all possible measures towards 

saving water
• To implement water re-use, reduce and recycle 

system
• To induce changes in attitude and tourist 

behaviour. 
• To monitor water usage and showcase the 

results of this in order to educate tourists on 
how to implement such measures in their 
usual place of residence. 

• To conduct environmental impact assessments 
as a prerequisite to any tourism development 
projects
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• To evaluate alternatives that might be more 
feasible and sustainable than tourism or to 
investigate alternative forms of tourism

• To enhance the scope and eff ectiveness 
of activities related to indigenous plants, 
conservation and sustainable utilisation of 
forests’ goods and services

• To educate the community as well as the 
tourists on desertifi cation control and the 
eff ects of drought

• To minimise tourism development in sensitive 
areas that are prone to desertifi cation. 
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ABSTRACT 
Th e South African open medical aid industry 
is experiencing rapid changes and increased 
pressure to develop their service off erings as 
customers are increasingly aware and informed 
about the various health care products and 
services available. It is getting easier for customers 
to make better-informed decisions, which may 
lead to switching to another open medical aid 
when they are not satisfi ed with the product and 
service off erings. Consequently, it is important 
for open medical aid providers to attain the 
desired level of service quality and customer 
engagement in order to ensure their survival 
and to maintain a profi table member base. Th e 
aim of the study is to investigate the role of 
four service quality dimensions (i.e. reliability, 
responsiveness, assurance, and empathy) on 
respondents’ engagement with their open medical 
aid provider. Th is descriptive study made use of 
non-probability convenience sampling by means 
of self-administered questionnaires. A total of 
307 questionnaires were used for data analysis. 
A standard multiple regression analysis was also 
conducted. Th ree of the four dimensions of service 
quality (reliability, assurance and empathy) can 
be viewed as predictors of customer engagement.

Keywords: service quality, customer engage-
ment, open medical aid provider 

INTRODUCTION 
South Africa has one of the most expensive 
private healthcare systems in the world and 
consists of healthcare specialists who deliver 
their services on a private basis (Jacobs, 2018:30; 
Ngoepe, 2016). Th ese services are usually covered 
by medical aid providers, who are the main 
providers of fi nancing in the private healthcare 
industry (Booysen & Hongor, 2018:2). However, 
according to Bisschoff  and Clapton (2014:45), 
customers associate most medical service 
encounters with worry, pain, risk, and sometimes 
embarrassment, and therefore tend to view these 
encounters as negative experiences. In addition, 
South Africa’s medical aid industry has been 
rated as one of the least satisfactory when it 
comes to overall satisfaction, which is ascribed 
to intricate rules and regulations, exclusions, 
co-payment requirements, and the fact that 
medical aid providers are one of South Africa’s 
most expensive monthly expenditures (Booysen 
& Hongor, 2018:3; BusinessTech, 2017; Hunter, 
2017; Joubert, 2017. Th e results of the SAcsi 
(South African Customer Satisfaction Index) – 
used to survey more than 3 000 members of South 
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African medical aid providers – also revealed that 
the majority of these members are unsatisfi ed 
with their medical aid provider (Medical Plan 
Advice, 2018). By improving the service quality 
and customer engagement, open medical aid 
providers can reduce costs, increase market share 
and establish a positive business image, which 
should, in turn, result in higher productivity and 
profi tability.

PROBLEM INVESTIGATED 
When it comes to health and fi nance, it is 
understandable that customers might experience 
frustration when their medical aid providers fail 
to deliver on their promises, or when receiving 
poor services (NIUSR, 2014). According to 
Jensen (2017), the main reason why individuals 
join a medical aid provider is to obtain support 
in paying for their medical expenditure. Since 
customers are continuously searching for 
quality products and services (Mosadeghrad, 
2014:77), medical aid providers are under 
signifi cant pressure to improve their service 
off erings (Kaplan & Ranchod, 2015:114). In 
addition, South Africa’s medical aid industry has 
been rated as one of the lowest when it comes 
to overall satisfaction, due to complex rules, 
exclusions, co-payments and the fact that medical 
aid providers are an expensive monthly expense 
in South Africa (Booysen & Hongor, 2018:3; 
BusinessTech, 2017; Hunter, 2017; Joubert, 2017; 
Netwerk24, 2018). By improving service quality, 
medical aid providers can reduce costs, increase 
market share and establish a positive business 
image (Mosadeghrad, 2014:77-78), which 
should, in turn, result in higher productivity 
and profi tability (Alexander et al., 2006:1004). 
Subsequently, it is critical to accurately describe, 
measure and enhance the quality of healthcare 
services (Mosadeghrad, 2014:78). Additionally, 
the relationship between service quality and 
customer engagement has only been studied 
by a few existing empirical studies (Puriwat & 
Tripopsakul, 2014:42) and has not been studied 
in the context of the open medical aid industry. A 
business’ services infl uence customers’ intention 
to engage with the business. Poovalingam and 
Veerasamy (2007:94) explained that businesses 
including open medical aid providers can sustain 
and improve customer relationships by providing 
more quality services.

Th e main aim of the study is, therefore, to 
investigate the role of the four service quality 
dimensions (i.e. reliability, responsiveness, 
assurance, and empathy) on respondents’ 
engagement with their open medical aid provider.

Th e following objectives were formulated in order 
to achieve the purpose of the study:

• Measure respondents’ service quality 
perceptions of the service quality of their 
open medical aid provider. 

• Measure respondents’ engagement with their 
open medical aid provider. 

• Measure the impact of each of the 
service quality dimensions (i.e. reliability, 
responsiveness, assurance, and empathy) on 
respondents’ engagement. 

LITERATURE REVIEW 
Th is section commences with an overview of the 
open medical aid industry and a description of 
the current diffi  cult situation of the South African 
open medical aid industry as discussed in the 
problem investigation section. A short discussion 
on service quality and customer engagement is 
then provided.

Th e open medical aid industry 
A medical aid provider is defi ned by Discovery 
(2017b), Erasmus (2016a) and Söderland et al. 
(1998:2) as a non-profi t organisation that consists 
of a board of trustees with the purpose to assist 
customers in paying for healthcare needs, i.e. 
hospitalisation, surgical procedures, dentistry, 
as well as medication in exchange for a monthly 
membership contribution. However, South Africa 
is recognised as having one of the most expensive 
private healthcare systems in the world (Jacobs, 
2018:30; Ngoepe, 2016).

Even though South Africa’s healthcare system 
can be divided into private healthcare and public 
healthcare systems, the South African public 
healthcare system is associated with having 
poor service delivery, shortage of healthcare 
professionals, poor patient management, limited 
stock availability and weak infection control due 
to lack of funding (Burger & Christian, 2019:2; 
Mutwali & Ross: 2018:35; Moyakhe, 2014).
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On the other hand, Schreuder (2016) found 
that private healthcare members are starting to 
view the membership of private open medical 
aid as a resentment purchase, due to the fact 
that more and more members are starting to 
complain about the value they receive from their 
medical aid providers. According to Schreuder 
(2016), medical aid providers are not delivering 
suffi  cient fi nancial protection, as patients are still 
required to make substantial co-payments, and 
the member contributions are becoming more 
and more costly, which is why members have 
high expectations. Consequently, it is important 
that medical aid providers should aim to meet 
current member expectations, as competition is 
intensifying in the medical aid industry, allowing 
customers to choose between various medical aid 
options (Selfmed Medical Scheme, 2017). Open 
medical aid providers can sustain themselves by 
providing quality medical aid cover that is good 
and more enhanced than those of other open 
medical aid providers (SA Medical Aids, 2018).

Discovery Health is the largest open medical 
aid provider in South Africa (Discovery, 2017a; 
Erasmus, 2016b). Discovery Health provides 
customers with comprehensive healthcare 
benefi ts, such as chronic disease cover, screening, 
and prevention benefi ts to cover tests to identify 
any signs of serious illness, as well as, access to any 
private hospital on most of their available medical 
plans (Businesstech, 2019; Discovery, 2017c). Th e 
second largest is Bonitas Medical Fund, which has 
been operating for over 31 years and has 731 500 
benefi ciaries, and accounts for 15% of the open 
medical scheme market (Businesstech, 2019; IFC, 
2018). With a solvency ratio of 35.5%, it can be 
concluded that Bonitas is stable and in a capable 
position to meet the needs of their customers 
(IFC, 2018). Momentum Health is placed third, 
with 284 400 benefi ciaries and a solvency ratio of 
28.6%, and accounts for 5.7% of the open medical 
aid scheme market, which makes them stable and 
indicates that they are capable of paying claims 
(Businesstech, 2019). Th e fourth largest and also 
one of the oldest open medical aid providers 
(operating since 1968), is Medshield (IFC, 2018). 
Th eir solvency ratio is 45.3%, which is signifi cantly 
above the recommended 25%, showing that they 
are stable and have the ability to pay claims (IFC, 
2018). Even though Fedhealth was ranked last, 

their solvency ratio is currently the best, which 
proves that they are the most stable medical aid 
provider and that their customers can be certain 
that their healthcare needs can be met.

Th is study, therefore, focused on the fi ve 
(Discovery Health, Bonitas Medical Fund, 
Momentum Health, Medshield and Fedhealth) 
main open medical aid providers.

Service quality 
Service quality is an attitude, shaped by the whole 
evaluation of a business’ continuing performance 
(Hoff man et al., 2009:399). As a result, service 
quality aff ects the repurchase intentions of current, 
as well as, prospective customers (Ghobadian et 
al., 1994:44).

During the 1980s, quality measurement in service 
was mainly undefi ned and unresearched, which 
resulted in the development of the SERVQUAL 
model (Parasuraman et al., 1985:41). Additionally, 
the SERVQUAL model has been identifi ed as the 
most extensive and eff ective scale to use when 
measuring service quality in the twenty-fi rst 
century (Amin et al., 2013:116; Baines et al., 
2017:581; Kassim & Abdullah, 2010:353; Ladhari, 
2009:1). At the beginning of its development, 
the SERVQUAL model consisted out of ten 
dimensions, namely reliability, responsiveness, 
competence, access, courtesy, communication, 
credibility, security, understanding the customer, 
and tangibles (Parasuraman et al., 1985:47). 
However, soon aft er, these dimensions were 
reduced to fi ve, namely tangibles, reliability, 
responsiveness, assurance and empathy due to 
the overlapping of some dimensions (Marić et al., 
2016:13). Th ese dimensions are explained.

Tangibility: Th e tangibility dimension of a 
service consists of the physical aspects of the 
service, such as the physical facility (i.e. where 
the service is provided), the appearance of 
employees, equipment used to deliver the service, 
physical representations (i.e. bank statement 
or credit card), as well as other customers 
in the service facility (Marić et al., 2016:13; 
Parasuraman et al., 1985:47). According to De 
Jager and Du Plooy (2007:100) and Marić et al. 
(2016:14), customers’ perceptions regarding the 
service quality of open medical aid providers 
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will be infl uenced by customers’ expectations of 
the physical appearance of the open medical aid 
provider’s building, its neatness and decorations, 
the professional appearance of employees, and 
the equipment used to deliver the service.

Reliability: Th e reliability dimension of service 
quality is considered to be the most important 
of the fi ve dimensions (Hoff man et al., 2009:411; 
Wilson et al., 2008:84). Th is dimension is fi rstly 
explained as keeping promises, and secondly, 
delivering the service as expected (Suwannapirom 
& Lertputtarak, 2005:129). Customers prefer to 
deal with businesses that keep their promises 
and on whom they can rely (Arlen, 2008). Th e 
reliability dimension also refers to the handling 
of customers’ service complaints, as well as, 
delivering the services at the right place, at the 
right time (Saghier & Nathan, 2013:4). Lamb et 
al. (2015:241) refer to reliability as a measure of 
the probability that the service will not fail within 
a particular time period. According to Ramsaran-
Fowdar (2005:436), customers’ perception of open 
medical aid providers reliability will depend on 
the ability of these providers to handle customers’ 
problems or complaints, carrying out the service 
correctly, maintaining accurate records of 
customers’ medical history, and keeping fees and 
other charges as consistent and clear as possible.

Responsiveness: According to Hoff man et 
al. (2009:412) and Naik et al. (2010:233), this 
dimension reveals a business’ commitment to 
help customers and provide quick services. 
It involves factors such as calling a customer 
back, and giving prompt service in a short time, 
or sending proof of transactions promptly. 
Furthermore, responsiveness is viewed as the 
readiness and/or willingness of the business’ 
employees to deliver the service to the customers 
(Anjum et al., 2016:513; Saghier & Nathan, 
2013:4). Responsiveness involves factors such as 
mailing a transaction slip, calling customers back 
promptly and providing quick service. Open 
medical aid providers need to ensure that their 
employees are able and willing to help customers, 
provide the service at the correct time, avoid 
long waiting time of customers to receive the 
service, get an appointment at the time given by 
the customer, have convenient operating hours, 
as well as availability at non-peak hours in case 

of emergencies (Marić et al., 2016:13; Ramsaran-
Fowdar, 2005:437).

Assurance: Th is dimension addresses the 
capability of a business to extend consideration 
to customers and the safety of its processes 
(Hoff man et al., 2009:413). Th is means that 
customers want to rely on educated employees 
who express confi dence in what they do and are 
trusted. According to Anjum et al. (2016:512), 
assurance is mainly the service provider’s 
courtesy, competence and credibility. Assurance 
addresses the customer’s perceived security and 
privacy concerns (Kassim & Abdullah, 2010:354). 
Customers’ perceptions regarding the assurance 
of open medical aid providers will be mainly 
infl uenced by the honesty and friendly support 
of the open medical aid provider’s employees, 
their ability to inspire trust and confi dence, their 
ability to handle problems, and to ensure the 
confi dentiality of customers’ information (De 
Jager & Du Plooy, 2007:100; Ramsaran-Fowdar, 
2005:437).

Empathy: Empathy is the dimension of service 
quality that is associated with helpful employees 
who take care of customers. According to 
Hoff man et al. (2009:413-414), empathetic 
service businesses have a better understanding of 
customers’ wants, and make their services more 
available to their customers. Consequently, the 
empathy dimension involves the recognition 
of customer needs by employees, who can then 
provide customers with individual attention 
and convenient operating hours (Saghier & 
Nathan, 2013:4). Empathy then indicates that 
the service provider understands the customers’ 
needs (Boone & Kurtz, 2014:396). Furthermore, 
open medical aid providers can show empathy 
towards their customers by listening to their 
customers, responding to the questions and 
concerns of customers, understanding customers’ 
requirements, providing personalised attention, 
and remembering the names and faces of 
customers (Marić et al., 2016:13; Ramsaran-
Fowdar, 2005: 438).

As this paper focuses on the open medical aid 
industry the researcher excluded the tangibility 
dimension from the research due to the low 
tangibility nature of this market and only aimed 
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to investigate the role of the four service quality 
dimensions (i.e. reliability, responsiveness, 
assurance, and empathy) on respondents’ 
engagement with their open medical aid provider.

Over the last few years, customer engagement 
has emerged as a popular topic, with experts 
showing an increasing interest in the concept of 
customer engagement (Brodie et al., 2011:252; 
Islam & Rahman, 2016:40; Sashi, 2012:253; 
Th akur, 2016:152). Customer engagement 
can be defi ned as the intensity of a customer’s 
connection, behaviour and involvement with 
a business’s activities, products or services, as 
well as with other customers (Bowden, 2009:65; 
Gupta, 2012:108; Van Doorn et al., 2010:254; 
Vivek, 2009:7). According to Dovaliene et al. 
(2015:660), customer engagement is considered 
to be a multidimensional construct. However, 
regardless of the various dimensions, customer 
engagement can be grouped into three main 
dimensions, comprising of a cognitive dimension, 
an emotional dimension and a behavioural 
dimension (Brodie et al., 2011:255; Dovaliene 
et al., 2015:660; Javornik & Mandelli, 2012:302; 
Fernandes & Esteves, 2016:127):

Cognitive: A refl ection of this dimension includes 
the level of customer focus on an engagement 
object, such as the business.

Emotional: A customer’s sense of belonging to 

the business.

Behavioural: Th is dimension highlights the 
progressively active role that a customer is taking 
in the process of consumption.

Customer engagement focuses on quality, rather 
than quantity, and to provide customers with the 
best possible experience that the business can 
off er (Roche, 2015; Sashi, 2012:258). According 
to Pansari and Kumar (2016:296), businesses 
that focus on customer engagement provide 
customers with more than just a sales pitch, they 
also provide excellent customer experience and 
customer support, which can have an impact on 
the business profi ts.

According to Tripathi (2014:126), businesses 
are struggling to communicate with customers 
due to an increasingly fragmented audience and 
also to break through the clutter to deliver their 
message. Similarly, customers are becoming more 
demanding as they are more informed, more 
connected and even more aware of the services 
available than ever before (Banyte & Dovaliene, 
2014:484; IBM, 2010:5). Customers know exactly 
what they want and are more than willing to 
switch to competitors when they are dissatisfi ed, 
therefore, it is extremely important for businesses 
to search for ways to retain customers in order 
to prevent them from switching (Banyte & 
Dovaliene, 2014:484; Chathoth et al., 2014:181; 

FIGURE 1: HYPOTHESISED INFLUENCE OF SERVICE QUALITY DIMENSIONS ON CUSTOMER 
ENGAGEMENT IN THE OPEN MEDICAL AID INDUSTRY 
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IBM, 2010:5). Customer engagement is more than 
just off ering products or services to customers, 
it is about creating real, more meaningful 
relationships between customers and the business 
(Rupik, 2015:339). When businesses succeed 
in developing customer engagement, various 
benefi ts can be reaped including increased 
customer satisfaction, trust and loyalty, increased 
word-of-mouth activity including writing online 
reviews and blogs, higher repurchase intention, 
the willingness to part-take in co-creation and 
development of product and service off erings, 
courage to complain and participate in the online 
brand community (Williams, 2017:101).

Several predictors of customer engagement 
have been identifi ed from existing literature on 
customer engagement, of which service quality 
is a positive predictor of customer engagement 
(Sashi. 2012:260; So et al., 2013:407; Van Doorn 
et al., 2010:256; Williams, 2017:99).

Based on the above discussion, a number of 
relationships between the variables are proposed. 
Figure 1 illustrates the hypothesised infl uences 
of the dimensions of service quality on customer 
engagement in the open medical aid industry.

Th e following alternative hypotheses are 
subsequently formulated:

H1: Reliability signifi cantly and positively 
impacts respondents’ engagement with their 
open medical aid provider.

H2: Responsiveness signifi cantly and 
positively impacts respondents’ engagement with 
their open medical aid provider.

H3: Assurance signifi cantly and positively 
impacts respondents’ engagement with their 
open medical aid provider.

H4: Empathy signifi cantly and positively 
impacts respondents’ engagement with their 
open medical aid provider.

RESEARCH METHODOLOGY 
To address the research objectives, a quantitative 
descriptive research design was implemented. 
Th is enabled the researchers to measure the 
constructs of the study quantitatively and allowed 

the use of a statistical technique to predict the 
infl uence of a number of independent variables 
(dimensions of service quality) on a dependent 
variable (customer engagement).

Th e target population for this research included 
individuals who were the principal members 
of one of the fi ve main South African open 
medical aid providers (i.e. Bonitas Medical 
Fund, Discovery Health, Fedhealth, Medshield, 
and Momentum Health) for two years or longer 
in selected North West Province cities (i.e. 
Potchefstroom, Klerksdorp, and Rustenburg). 
Th ese cities have been selected according to 
their population size, as they form some of 
the largest cities in the North West Province 
(Citypopulation, 2016). According to the census 
done in 2016, Potchefstroom had 179,604 
residents, Klerksdorp 417,282 residents and 
Rustenburg 626,522 residents (Citypopulation, 
2016). A non-probability sampling method was 
used to collect the data from the respondents 
where potential respondents were selected on 
the basis of convenience, as there was no existing 
sample frame for this specifi c research since 
detailed records of open medical aid members are 
not publicly available. Due to the problem-solving 
nature of this study, a sample size of at least 300 
respondents is required (Malhotra, 2010:375). A 
total of 307 usable questionnaires were collected 
for analysis.

A self-administered questionnaire was used to 
collect data from the sample. Th e questionnaire 
commenced with a preamble, explaining the 
purpose of the study, the rights of respondents, 
and instructions on how to complete the 
questionnaire. Th ereaft er, three screening 
questions were provided, to ensure that only the 
specifi ed targeted respondents could partake in 
the study. Th e screening questions comprised of: 
Are you a member of ONE of the following major 
South African medical aid providers? Bonitas 
Medical Fund, Discovery Health, Fedhealth, 
Medshield, Momentum Health; Are you the 
principal/primary member of the above medical 
aid provider?; and Have you been a member of 
the above medical aid provider for two years or 
longer? Th e questionnaire further comprised two 
sections, where the fi rst section included closed-
ended questions to obtain socio-demographic 
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and patronage information from the respondents, 
and the second section measured the constructs 
of the study, namely service quality and customer 
engagement. Th ese constructs were measured on 
a fi ve-point Likert scale, where 1 was ‘strongly 
disagree’ and 5 is ‘strongly agree’. Th e statements 
used to measure the dimensions of service quality 
were adapted from the work of Parasuraman et al. 
(1988:38-40), and the statements used to measure 
customer engagement were adapted from the 
work of Williams (2017:227).

Trained fi eldworkers were responsible for the 
identifi cation of respondents in Klerksdorp, 
Potchefstroom and Rustenburg, who met the 
requirements to participate in the study based 
upon the screening questions in the questionnaire, 
as well as the willingness of respondents to 
participate in the study. Th e fi eldworkers were 
stationed at high traffi  c areas where permission 
was granted to conduct the data collection, 
including malls, clinics and medical centres. Th e 
data was collected from July 2018 until October 
2018.

Data analysis, reliability and validity, as well as 
the descriptive data analysis, were conducted 
by the SPSS version 25 programme was used 
to capture and analyse the data. Th e data was 
normally distributed, and the researchers relied 
on a confi dence level of 95% and a subsequent 
signifi cance level of 5% (p ≤ 0.05) to interpret 
the results. Th e data analysis included Cronbach’s 
alpha coeffi  cient to determine the reliability of the 
measurement scales, the calculation of frequencies, 
percentages, means and standard deviations for 
the descriptive analyses. Furthermore, a standard 
multiple regression was conducted in order to test 
the formulated hypotheses.

RESULTS 
Th e results section provides more detail on the 
sample profi le, the reliability and validity of the 
measurement scales, service quality and customer 
engagement descriptives and the relationship 
between key variables and customer engagement.

Sample profi le 
Table 1 provides insight into the sample profi le of 
the respondents who partook in the study.

TABLE 1: SAMPLE PROFILE

Variable Frequency %
Age
29 years or younger 56 18.2
30 to 39 years 95 30.9
40 to 49 years 72 23.5
50 to 59 years 57 18.6
60 years or older 24 7.8
Gender
Male 144 47.1
Female 154 50.3
Level of education
Primary school 
completed 1 0.3
Some high school 19 6.2
Matric/grade 12 
completed 85 27.8
Technical College 
diploma 49 16.0
University/Technology 
diploma 44 14.4
University degree 
(B-degree/Honours) 62 20.3
Postgraduate degree 
(Masters/Doctorate) 46 15.0
Employment status
Student 10 3.3
Self-employed 40 13.1
Full-time employed 214 70.2
Part-time employed 17 5.6
Housewife/
Househusband 7 2.3
Retired 15 4.9
Unemployed 1 0.3
Other 1 0.3

Table 1 shows that the majority of the respondents 
were females, between the ages of 30 to 39 years, 
who have completed their matric/grade 12, and 
are working full time. Furthermore, the majority 
of the respondents have a comprehensive medical 
aid plan and consider their medical aid as 
relatively unaff ordable.

Reliability and validity 
Th e reliability of measurement scales used in this 
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study was calculated by means of the Cronbach’s 
alpha coeffi  cient of each construct. Furthermore, 
the Cronbach’s alpha has a minimum 
recommended value of 0.70 and a maximum 
value of 1.00 (Pallant, 2016:6). Table 2 presents 
the Cronbach’s alpha values of the variables 
service quality and customer engagement.

TABLE 2: CRONBACH’S ALPHA COEFFICIENTS 

Construct Number of 
items

Cronbach’s 
α

Reliability 6 0.949
Responsiveness 4 0.947
Assurance 4 0.951
Empathy 5 0.930
Customer 
engagement 14 0.957

Table 2 illustrates that all the values are above 0.70, 
and ranges between 0.916 and 0.966. Th erefore, 
all the constructs that were investigated in this 
study can be considered to be reliable.

Validity is referred to as the accurateness of a 
concept being measured in a study. In other words, 
a study is considered valid if it measures what it 
was intended to measure. Content validity (also 
known as face validity) and construct validity 
were examined in this study. Furthermore, the 
three constructs (service quality and customer 
engagement) were further validated by 
conducting a CFA (confi rmatory factor analysis). 
Th e validity investigation also comprised of an 

assessment of convergent, discriminant, as well 
as construct validity, which are discussed in the 
following subsequent sections.

Factor loadings of all measurement variables were 
signifi cant and above the recommended threshold 
of 0.50 (Hair et al., 2013:115), which indicates that 
all factors loaded signifi cantly on their particular 
constructs and can be retained in the framework. 
Table 3 provides a summary of the CR (composite 
reliability) and AVE (average variance extracted 
values) for each construct used.

TABLE 3: TEST FOR COMPOSITE RELIABILITY 
AND CONVERGENT VALIDITY

Variable CR AVE
Acceptable value > 0.70 > 0.50
Service quality overall 0.967 0.854
Customer engagement 0.958 0.643

Additionally, Table 3 indicates that the CR 
values range of 0.958 for customer engagement 
to 0.967 for overall service quality, indicates 
strong internal consistency as these values are 
all above the threshold value of 0.7 (Hair et al., 
2013:46; Pallant (2010:97). Finally, in order to 
meet the required level, the AVE values should 
be greater than the recommended norm of 0.5 
(Fornell & Larcker, 1981:46). As evident from 
Table 3, the AVE values ranged from 0.643 for 
customer engagement to 0.854 for overall service 
quality, indicating that all exceed 0.5. Th erefore, 
in view of these fi ndings, followed by the fi ndings 
from the factor loadings, as well as the construct 
reliabilities, it can be concluded that the variables 
of service quality and customer engagement 
are reliable and demonstrate good convergent 
validity.

Discriminant validity was used to determine 
whether the variables measured are diff erent 
from one another. Table 3 indicates that the 
AVE for each construct was above the common 
variance between any two constructs. Th e AVE 
values provide proof that both the constructs 
have discriminant validity.

Service quality and customer engagement 
descriptives 
Th e second and third objectives of the service 
quality measurement were to measure determine 

TABLE 1: SAMPLE PROFILE (CONT)

Variable Frequency %
Type of medical cover
Savings plan 58 19.3
Hospital plan 110 36.5
Comprehensive plan 113 37.5
Other 20 6.6
Aff ordability of medical aid
Aff ordable 39 12.7
Somewhat aff ordable 52 17.0
Neutral 103 33.7
Somewhat 
unaff ordable 76 24.8

Unaff ordable 36 11.8
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TABLE 4: SERVICE QUALITY DIMENSIONS AND CUSTOMER ENGAGEMENT DESCRIPTIVE RESULTS
Constructs and items Mean SD
Service Quality (Reliability) 3.38 0.828
When my medical aid provider promises to do something by a certain time, it does so. 3.38 0.933
When I have a problem, my medical aid provider shows a sincere interest in solving it. 3.30 0.937
My medical aid provider performs its services right the fi rst time. 3.36 0.895
My medical aid provider off ers its services at the time it promises to do so. 3.39 0.932
My medical aid provider keeps error-free records. 3.34 0.926
I consider the policy I have with my medical aid provider to be a good purchase. 3.43 1.014
Service Quality (Responsiveness) 3.36 0.913
Th e employees of my medical aid provider tell me exactly when services will be 
performed. 3.32 0.984

Th e employees of my medical aid provider delivers prompt services. 3.41 0.971
Th e employees of my medical aid provider are always willing to help me. 3.41 0.986
Th e employees of my medical aid provider are never too busy to respond to my 
requests. 3.29 0.995

Service Quality (Assurance) 3.37 0.889
My medical aid provider’s employees instil confi dence in its customers. 3.29 0.960
I feel safe in my transactions with my medical aid provider. 3.44 0.930
Th e employees of my medical aid provider are consistently courteous towards me. 3.37 0.955
Th e employees of my medical aid provider have the necessary knowledge to answer 
my questions. 3.39 0.982

Service Quality (Empathy) 3.27 0.853
My medical aid provider off ers me individual attention. 3.22 1.005
My medical aid provider has convenient consulting hours. 3.47 0.911
Th e employees of my medical aid provider off ers me personal attention. 3.21 0.961
My medical aid provider has my best interests at heart. 3.21 0.965
Th e employees of my medical aid provider understand my specifi c needs. 3.23 0.998
Customer engagement 3.25 0.798
My medical aid provider makes me feel like I belong. 3.23 0.961
Th e employees of my medical aid provider makes me feel at home. 3.23 0.920
I am proud to be a customer of my medical aid provider. 3.39 0.919
My medical aid provider’s employees inspire me. 3.09 0.977
I care about my medical aid provider’s product and service off erings. 3.41 0.935
I mostly have positive service interactions with my medical aid provider. 3.36 1.013
My medical aid provider keeps its promises. 3.48 0.899
My medical aid provider keeps its promises. 3.48 0.899
My medical aid provider is reliable. 3.50 0.925
My medical aid provider has integrity (acts fairly, ethically and openly). 3.46 0.923
I feel energised when interacting with my medical aid provider. 3.15 1.003
I am completely involved when interacting with my medical aid provider. 3.27 1.032
I am willing to put eff ort into interacting with my medical aid provider. 3.32 1.067
I frequently make use of my medical aid provider’s products and/or services. 3.32 1.132
I frequently participate in the activities of my medical aid provider (such as fund 
raisers, competitions, etc.) 2.21 1.221
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the respondents’ perceptions of the level of service 
quality (reliability, responsiveness, assurance 
and empathy) of their current open medical aid 
providers and of customers’ level of engagement 
with their current open medical aid providers. 
Th e customer engagement scale was used in order 
to determine the respondents’ level of customer 
engagement with their current open medical aid 
providers. Respondents had to state their level 
of agreement on a fi ve-point Likert scale (where 
1 is ‘strongly disagree and 5 is ‘strongly agree’). 
Th e means and standard deviations (SD) for 
each statement measuring service quality and 
customer engagement are presented in Table 4.

When service quality is considered, the overall 
mean score for respondents reliability is 3.38 (SD 
= 0.828). Considering the fi ve-point Likert scale, 
it can be concluded that overall, respondents 
agree with the scale items contained in the 
measurement scale and, therefore, have fairly 
positive perceptions regarding the reliability of 
their open medical aid provider. From Table 4 it 
is also clear that respondents mostly agreed with 
the statement “I consider the policy I have with 
my medical aid provider to be a good purchase” 
(mean = 3.43; SD = 1.014) and “My medical aid 
provider off ers its services at the time it promises 
to do so” (mean = 3.39; SD = 0.932). Th e least 
agreed upon statement was “When I have a 
problem, my medical aid provider shows a sincere 
interest in solving it” (mean = 3.30; SD = 0.937).

In terms of the responsiveness dimension of 
service quality, Table 4 illustrates that overall, 
respondents agree with the scale items contained 
in the measurement scale and therefore have fairly 
positive perceptions regarding the responsiveness 
of their open medical aid provider (mean = 3.36, 
SD = 0.913). From Table 4 it is also clear that 
respondents mostly agreed with the statement 
“Th e employees of my medical aid provider are 
always willing to help me” (mean = 3.41; SD = 
0.986) and “Th e employees of my medical aid 
provider delivers prompt services” (mean = 3.41; 
SD = 0.971). Th e least agreed upon statement was 
“Th e employees of my medical aid provider are 
never too busy to respond to my requests” (mean 
= 3.29; SD = 0.995).

Similarly, considering the assurance dimension 

of service quality, Table 4 illustrates that overall, 
respondents agree with the scale items contained 
in the measurement scale and therefore have fairly 
positive perceptions regarding the assurance of 
their open medical aid provider (mean = 3.37, 
SD = 0.889). It is also clear from Table 4, that 
respondents mostly agreed with the statement “I 
feel safe in my transactions with my medical aid 
provider” (mean = 3.44; SD = 0.930) and “Th e 
employees of my medical aid provider have the 
necessary knowledge to answer my questions” 
(mean = 3.39; SD = 0.0.982). Th e least agreed 
upon statement was “My medical aid provider’s 
employees instil confi dence in its customers” 
(mean = 3.29; SD = 0.960).

Lastly, when considering the empathy dimension 
of service quality, overall, respondents agree with 
the scale items contained in the measurement 
scale and therefore have fairly positive perceptions 
regarding the empathy of their open medical aid 
provider (mean = 3.27, SD = 0.853) as illustrated 
in Table 4. Respondents mostly agreed with 
the statement “My medical aid provider has 
convenient consulting hours” (mean = 3.47; SD 
= 0.911). Th e least agreed upon statement was 
“My medical aid provider has my best interests 
at heart” (mean = 3.21; SD = 0.965) and “Th e 
employees of my medical aid provider off er me 
personal attention” ” (mean = 3.21; SD = 0.961)

When customer engagement is considered, 
the overall mean score is 3.25 (SD = 0.798). 
Considering the fi ve-point Likert scale, it can be 
concluded that overall, respondents agree with the 
scale items contained in the measurement scale 
and therefore have fairly positive perceptions 
regarding the customer engagement of their 
open medical aid provider. From Table 4 it is also 
clear that respondents mostly agreed with the 
statement “My medical aid provider is reliable” 
(mean = 3.50; SD = 1.925) and “My medical aid 
provider keeps its promises.” (mean = 3.48; SD 
= 0.899). Th e least agreed upon statement was 
“I frequently participate in the activities of my 
medical aid provider” (mean = 2.21; SD = 1.221).

Th e relationship between key variables and 
customer engagement 
Concerning the fourth objective, standard 
multiple regression analysis was conducted to 
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explain the relationship between the independent 
variables (reliability, responsiveness, assurance, 
and empathy), and the dependent variable, 
customer engagement.

Preliminary analyses were conducted to confi rm 
that no violations exist of the underlying 
assumptions for performing the standard multiple 
regression analysis. Firstly, the sample size of 
307 was above the required minimum sample 
size of 50 +8(number of independent variables) 
according to Tabachnick and Fidell (2007:123). 
Next, no indication of multicollinearity was found. 
Th e Tolerance value for each of the variables was 
calculated, and all the variables were not less than 
0.1. Furthermore, the variance infl ation Factor 
values that were calculated were not close to 10, 
which according to Pallant (2016:158) fell within 
the recommended parameters. In addition, 
the data was normally distributed and linear in 
nature and the distribution of the fi ndings could 
be regarded as normal as the scatterplots showed 
a skewness of less than 2.00, and a kurtosis of 
less than 7.00 (West, Finch & Curran, 1995). As 
a result, a standard multiple regression analysis 
technique could be applied to test the formulated 
hypotheses.

A Pearson Product moment correlation 
coeffi  cient was used to assess the associations 

between the independent variables (reliability, 
responsiveness, assurance, and empathy) and 
the dependent variable (customer engagement) 
which is indicated in Table 5.

Table 5 indicates that there is a statistically 
signifi cant positive relationship among the 
investigated variables, as all the variables are 
signifi cantly correlated at the p <0.01 level.

During the next step of the standard multiple 
regression analysis, the amount of variance in 
customer engagement was determined (Table 6) 
that can be explained by the four independent 
variables (reliability, responsiveness, assurance 
and empathy).

According to the Independent Sample T-test, the 
researchers relied on a confi dence level of 95%, 
and as a result a p-value of less than or equal 
to 0.05 indicated that the results are not due to 
chance. Th e independent variables (reliability, 
responsiveness, assurance and empathy) 
explained approximately 78% (R2=0.775) of the 
variance in customer engagement. Furthermore, 
the standard multiple regression model was 
signifi cant at P<0.000.

From Table 6, it can further be concluded that three 
variables (reliability, assurance and empathy) can 

TABLE 5: CORRELATIONS BETWEEN INDEPENDENT AND DEPENDENT VARIABLES

Factors Factor 1 
Reliability

Factor 2 
Responsiveness

Factor 3 
Assurance

Factor 4 
Empathy

Customer 
engagement

Factor 1 1 0.875** 0.859** 0.832** 0.839**
Factor 2 0.875** 1 0.868** 0.835** 0.806**
Factor 3 0.859** 0.868** 1 0.837** 0.841**
Factor 4 0.832** 0.835** 0.837** 1 0.817**
Customer engagement 0.839** 0.806** 0.841** 0.817** 1

** Correlation is signifi cant at the 0.1 level (1-tailed).

TABLE 6: REGRESSION MODEL: CUSTOMER ENGAGEMENT (DEPENDENT VARIABLE) 

Predictors Beta T Sig.
Factor 1: Reliability .322 4.814 .000
Factor 2: Responsiveness .032 .470 .639
Factor 3: Assurance .334 5.049 .000
Factor 4: Empathy .242 4.129 .000

** df (4) F = 238.381 Sig = 0.000 R2 = 0.775 Adjusted R2 = 0.772
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be regarded as customer engagement predictors. 
Reliability has a statistically signifi cant positive 
relationship with the dependent variable 
customer engagement at p = 0.000. Th is means 
that a one unit increase in reliability will increase 
customer engagement by 32.2%. H1 can therefore 
be accepted.

Assurance also has a statistically signifi cant 
positive relationship with the dependent variable 
(customer engagement) at p = 0.000. According 
to Table 6, when assurance increases with one 
unit, customer engagement will increase by 
33.4%. H3 can therefore be accepted. Th e Beta 
values further indicated that assurance has the 
strongest relationship with customer engagement 
(β=0.334), followed by reliability (β=0.322).

Lastly, empathy was also found to have a 
statistically signifi cant positive relationship with 
the dependent variable (customer engagement) 
at p = 0.000. From Table 6 it can be concluded 
that when empathy goes up by one unit, 
customer engagement will increase by 24.2% 
when considering the Beta. H4 can therefore be 
accepted.

As Table 6 also shows, responsiveness (p=0.639) 
had a p-value of greater than 0.05, and could not 
be included in the standard multiple regression 
analysis and was not infl uential in developing 
customer engagement of members of open 
medical aid providers. H2 can therefore be 
rejected.

MANAGERIAL IMPLICATIONS 
From the literature review, it is clear that South 
Africa’s open medical aid industry is dominated 
by fi ve major open medical aid providers, namely 
Bonitas, Discovery, Fedhealth, Medshield 
and Momentum. Discovery dominates the 
open medical aid industry by serving almost 
a million more customers than the remaining 
four open medical aid providers (Discovery, 
2017a; Erasmus, 2016b). Subsequently, South 
Africa’s open medical aid providers are facing 
several challenges due to new regulations, eff ects 
of mergers and amalgamations, as well as the 
changing expectations of customers (Selfmed 
Medical Scheme, 2017).

Furthermore, the open medical aid industry is 
challenged with the eff ortlessness with which 
customers can merely switch from one open 
medical aid to another when they are unsatisfi ed 
(Selfmed Medical Scheme, 2017). Th erefore, it 
is important for open medical aid providers to 
improve service quality by focusing on the four 
main service quality dimensions (reliability, 
responsiveness, assurance and empathy), as well 
as, focusing on improving customer engagement 
with their current members in order to remain 
competitive and to prevent them from leaving 
and joining another open medical aid provider. 
To address this research gap, the main aim 
of this study was to investigate the role of the 
four service quality dimensions (i.e. reliability, 
responsiveness, assurance, and empathy) on 
respondents’ engagement with their open medical 
aid provider.

Th e results indicate that respondents (members 
of open medical aid providers) have positive 
perceptions regarding the open medical aid 
providers’ reliability, responsiveness, assurance 
and empathy as dimensions of service quality. 
Most respondents indicated that they consider 
their medical aid to be a good purchase and that 
their medical aid provider off ers its services at a 
time it promises to do so. However, open medical 
aid providers can aim to improve their current 
members’ perception of not showing sincere 
interest in solving members’ problems. Th is can 
be done by means of marketing communications, 
aft er sale service, and general customer day to day 
communications with the aim of increasing their 
image of reliability.

When considering the results, respondents also 
indicated that they perceive the employees of 
their medical aid provider to be willing to help 
them and that these employees deliver prompt 
services. However, this is something that medical 
aid providers need to maintain as this can directly 
infl uence respondents’ perception of service 
quality, and their customer engagement. Open 
medical aid providers should aim to improve 
members perception that their employees are 
never too busy to help respond to members’ 
problems.

Similarly, respondents also indicated that open 
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medical aid providers do provide assurance 
to members in terms of their services. Most 
respondents feel safe in their transactions with 
their open medical aid provider. Open medical 
aid providers should, however, aim to instil 
confi dence in its members with regard to their 
knowledge, expertise and capabilities in order 
to increase the assurance dimension of service 
quality.

Results also indicated that respondents perceive 
that their open medical aid provider has empathy 
towards them, and that they have convenient 
consulting hours. However, open medical aid 
providers can focus more on conveying the 
image and clear message that they do have their 
members’ best interest at heart and they need to 
provide increased personal attention to members’. 
Th is can be done by following up to fi nd out if 
members problems/claims were successfully 
attended to, by keeping in touch with members 
in terms of changes to medical aid plans, 
communicating added benefi ts and being clear 
about their policies and procedures.

Lastly, respondents’ indicated that they have 
positive perceptions with regards to their 
engagement with their open medical providers. 
Respondents’ also believe that their open medical 
aid providers are reliable and that they keep the 
promises that they make. Th is image needs to 
be maintained in order to sustain and increase 
customer engagement with open medical aid 
providers. However, respondents’ do not yet 
frequently partake in the open medical aid 
providers’ activities. Th is needs to be addressed by 
open medical aid providers. Marketing campaigns 
can be developed to motivate members to start 
participating in fund raisers, competitions and 
surveys, in order to increase their customer 
engagement and benefi t from the various 
advantages thereof, including the identifi cation 
of activities which are not appealing to members 
with the aim of avoiding these activities in the 
future.

Th e regression model in the empirical part of the 
study revealed that three of the service quality 
dimensions (reliability β=0.322, assurance 
β=0.334 and empathy β=0.242) were statistically 
signifi cant. Within the context of the study, 

reliability, assurance and empathy can be viewed 
as predictors of customer engagement within the 
open medical aid industry. It was also indicated 
that assurance has the strongest relationship with 
customer engagement, followed by reliability and 
then empathy. Hence, open medical aid providers 
should primarily focus on ensuring that their 
members feel that they are treated honestly 
and that they receive friendly support from 
employees. Open medical aid providers can also 
aim to encourage member trust and confi dence 
in their services by ensuring confi dentiality of 
member information, and in the way they deal 
with member problems or issues. Open medical 
aid providers could also aim to increase the 
members’ perception of reliability, when dealing 
with member complaints/ problems, delivering 
the correct services, and maintaining accurate 
records of members to name a few. Lastly, open 
medical aid providers should aim to increase the 
perception of empathy that members experience, 
by being more sensitive to member needs, 
listening to members, responding to concerns 
and/or queries in a proper timeframe, and 
providing personalised attention to members. 
By doing this, open medical aid providers may 
increase their overall customer engagement and 
ensure future member support and competitive 
advantage.

CONCLUSIONS AND FUTURE RESEARCH 
Open medical aid providers are important health 
service providers in South Africa, however, 
changing customer behaviours and competition 
in the market is putting a strain on these providers’ 
ability to provide quality services. It is therefore 
important for open medical aid providers to 
aim to improve the service quality by focusing 
on the dimensions thereof and to increase their 
members’ engagement. Th is can increase their 
success rate, their survival and help them maintain 
profi tability in this changing market. Th e aim of 
the study was, therefore, to investigate the role of 
the four service quality dimensions (i.e. reliability, 
responsiveness, assurance, and empathy) on 
respondents’ engagement with their open medical 
aid provider. Th e fi ndings of the study indicate 
that members have fairly positive perceptions 
with their open medical aids’ service quality in 
terms of reliability, responsiveness, assurance and 
empathy and that members have fairly positive 
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perceptions of their level of customer engagement 
with their open medical aid providers. Th is is an 
ideal opportunity for open medical aid providers, 
as they have a chance to increase their service 
quality (reliability, responsiveness, assurance and 
empathy) as well as member engagement and 
start aiming their marketing strategies towards 
improving these levels to be able to reap the 
rewards of engaged members.

With regard to the empirical study, this study 
was conducted among open medical aid 
members in three selected cities (i.e. Klerksdorp, 
Potchefstroom and Rustenburg) located in the 
North-West Province of South Africa. Th erefore, 
the results and fi ndings are not a representation of 
the opinions of all open medical aid customers in 
South Africa. Furthermore, the open medical aid 
industry has not been researched widely in the 
South African marketing academic environment, 
and as a result, high-quality academic articles are 
limited which is vital in the formulation of a clear 
understanding of South Africa’s open medical aid 
industry. Regardless of the limitations that were 
recognised in this study, future research can aim to 
extend the study to more cities in other provinces 
in South Africa to allow for a more representative 
opinion of open medical aid customers in South 
Africa.
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ABSTRACT 
Th e purpose of the study is to determine 
customers’ perceptions of the quality of private 
banking products and services off ered by X 
Private Bank (BPB). Private banking clients 
have attained a certain level of wealth along 
with defi nitive, uncompromising perceptions 
of service quality. Th e private banking clients 
under study are retail banking customers at 
Bank X. Th e decline in retail banking customers 
at Bank X has prompted the need to determine 
these private banking customers’ perceptions of 
service quality. Customer attrition suggests that 
customers may hold specifi c negative perceptions 
of the service quality of the institution. Th e 
quantitative research method was used in this 
study. Quantitative data was collected that 
provides valid and reliable statistical analysis to 
prove or disapprove the set propositions. Th e 
adapted SERVQUAL instrument was used to 
conduct face-to-face interviews to gather insights 
into customers’ perceptions. Th e study found 
that BPB clients hold positive perceptions of the 
quality of private banking services. Th e customers 
provided positive feedback on the number of 
dimensions of the SERVQUAL instrument, with 
the exception of responsiveness and empathy.

Key words: Customer perceptions; service qual-
ity; customer value and customer satisfaction. 

INTRODUCTION 
Hakim and Maamari (2017) concurred with 
Chea and Lou (2008) that outstanding service 
is considered to be a strategy for making profi ts 
in itself, since it brings in more customers, 
repeat business with current customers , fewer 
lost to competition, high resistance to price 
competition, and an improved learning curve 
of performing services, refl ecting “happy” 
customers. Consequently, customers develope 
expectations that drive their perceptions of 
the quality of products and services off ered by 
banking institutions. Th erefore, the assessment 
of customer perceptions prepares organisations 
to respond swift ly to customers’ needs and to 
anticipate changes in their behaviour, thereby 
contributing to the development of key strategic 
success factors.

Fierce competition among private banks is 
always created as they jostle to obtain funds 
from third parties and consequently challenges 
the banking industry to maintain their 
customers’ loyalty. (Hussein & Haspari, 2015). 
Th ese authors maintained that service quality 
has been recognized as an important factor in 
maintaining loyal customers. In reality, service 
quality represents one of the main issues that 
determine the competitive environment scale due 
to the direct infl uence on customer satisfaction 
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(Alafeshat & Alola, 2018).

Banks’ customers pay for the banking services 
provided by their banks, and the value that 
customers extract from their purchases is the 
quality of service provided by the banking 
institution. Bank X Private Bank (BPB) faces stiff  
competition from its rival banks. Since 2014, 
BankX had been reporting an alarming loss of 
customers from their retail banking business 
unit that comprised customers from the bank’s 
private banking division. Such loss suggested 
that customers could potentially have negative 
perceptions of the service quality provided at 
BPB. Currently, banking sector is threatening loss 
of jobs and Bank X is no exception. Hence the 
motivation of this study.

According to Harshita (2015), banking products 
are also currently undergoing major changes 
due to extensive use of technology and changing 
demands of the customers.

LITERATURE REVIEW 
Th e literature review examines the concepts of 
customer perceptions together with customer 
expectations, customer satisfaction, customer 
service, private banking and service quality. 
Rouholamini and Venkatesh (2011) argue 
that customers’ perception of service quality, 
infl uenced by thier expectations, determines 
their satisfaction and ultimately organisations’ 
customer retention and attrition in a fi ercely 
competitive market environment. A link is 
therefore established between customers’ 
perceptions and the concepts of customer 
expectation, customer satisfaction, customer 
service and service quality. Th ere is therefore 
a need to discuss how the concept of customer 
perceptions functions in relation to the other 
aforementioned concepts.

Customer perceptions 
Customer perceptions can be defi ned as the 
attitudes that customers form based on their 
judgement of the superiority of the service quality 
(Grigoroudis et al., 2002). Th e perception of service 
quality is a mere comparison of the expected 
and delivered service quality (Grigoroudis et al., 
2002). Customer perceptions of service quality are 
critical to customer retention or attrition because 

a customer who holds positive perceptions of an 
organisation’s service quality is likely to remain a 
customer and promote that organisation through 
word of mouth (Zeithaml, Rust, & Lemon, 
2001). Adverse perceptions of service quality are 
informed by customers’ expectations that have 
not been met or exceeded, which equates to a lack 
of customer satisfaction and subsequent attrition 
(Siddiqui & Sharma, 2010).

Th e recorded loss of customers at BPB, published 
in company annual reports, suggests that BPB 
customers might hold negative perceptions of 
service quality. Indeed, Zeithaml et al. (2001) 
argue that attraction and retention of private 
banking customers should result from customers’ 
perception that their expectations of the bank’s 
service quality have been met. Th e assessment 
of customers’ perceptions thus enables BPB to 
take remedial action, align service delivery with 
customers’ expectations to improve customers’ 
perceptions, and subsequently stem the loss of 
customers. Grigoroudis et al. (2002) argue that 
the key diff erentiator between service quality 
and customers’ satisfaction is that service quality 
relates to the managerial delivery of the service, 
while satisfaction refl ects customers’ expectations 
of that service. Customer satisfaction occurs 
when customers’ perception of the service meets 
their expectation. Th us expectation and positive 
perception of service quality are both crucial to 
customer satisfaction.

Customer satisfaction and centricity 
According to Pattanayaka, Koilakuntla and 
Punyatoya (2017), customer satisfaction is 
considered a vital factor for organisational 
success. Customer satisfaction is achieved 
by organisations when customer centricity is 
central to the provision of customer service. 
Th ere is a positive correlation between customer 
satisfaction and customer centricity through an 
organisational philosophy of excellent customer 
service that exceeds customer expectations 
(Gebauer, Anders & Witell, 2011). Customers’ 
satisfaction relates to the successful delivery of 
excellent customer service (Clemes, et al., 2011); 
it centres on the value generated for the customer, 
thereby creating customer centricity.
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Customer service and competitive advantage 
Customer service is defi ned as the activities, 
processes and interactions with customers 
undertaken by an organisation to meet the 
expectations of customers, thereby forming 
customer perceptions (Rouholamini & 
Venkatesh, 2011). Th e propensity of the customer 
to switch to another organisation, and the 
retention of any customer, is dependent on the 
service quality diff erence that is provided by 
the organisation. Anderson et al. (2006) have 
determined that the service quality relative 
diff erence is the diff erence of the service provided 
by the organisation compared to the next best 
alternative service as perceived by the customer. 
Th e competitive advantage of any organisation 
is dependent on the quality of customer service, 
and the competitiveness of any organisation in 
the 21st century is determined by its ability to 
deliver superior customer service. Th e ability to 
gain competitive advantages could result from an 
enhancement of the quality of the service off ering 
with the intention of exceeding the desired service 
level (Ananth et al., 2011).

Private banking 
Private banking is a division of retail banking 
within fi nancial institutions that provides 
banking services for a niche market of individuals 
with determined earnings levels. Private banking 
off ers wealth management services exclusively 
to high net worth individuals (HNWIs) who 
have attained a certain level of earnings and 
wealth (Hens & Bachmann, 2011). Private banks 
provide fi nancial services to banking customers 
and are therefore seen as services companies. 
Th e banking industry uses the words banking 
‘products’ and ‘services’ interchangeably to refer 
to all of their fi nancial services. Th e defi nition of 
banking products and services is therefore critical 
to this study.

Private banking products and services 
Edvardsson, Gustafsson and Roos (2005) defi ne 
services as activities, deeds or processes, and 
interactions with customers to create valuable 
off erings. Service is considered a process of 
performance rather than an object; therefore, a 
service is not something tangible that can be seen, 
touched, tasted and physically felt (Edvardsson, 
et al., 2005; Lovelock, 1991). Products, on the 

other hand, are tangible objects, and tangibility 
is thus the critical distinction between products 
and services. However, Edvardsson et al. (2005) 
challenge this distinction, based on tangibility, 
between products and services, arguing that it is 
not important to distinguish between products 
and services because customers are buying an 
off ering, not merely a service, which may include 
both goods and services.

Nonetheless Zeithaml et al. (1993) list tangibility 
as one of the quality dimensions of service 
because of the use of tangibles to provide services 
such as equipment, buildings and physical items. 
Branches have buildings, equipment and people 
that provide fi nancial services, and all of these are 
classifi ed as tangible because they can be seen, 
touched and felt.

As stated above, the terms ‘banking products’ 
and ‘banking services’ are used interchangeably 
to mean private banking services. Table 1 lists 
a non-exhaustive list of banking products and 
services to demonstrate the distinction made 
by the banking industry. Th is is drawn from the 
author’s knowledge from working in BPB.

TABLE 1: BANKING PRODUCTS AND SERVICES

Products Services
• Home loans
• Vehicle Finance
• Personal Loans
• Investment 

accounts
• Savings Accounts
• Share trading 

accounts

• Account opening
• Account enquiries
• Balance enquiry
• Withdrawals
• Deposits
• Mobile Banking
• Telephone 

Banking
• Digital Banking
• Branch 

transactions
• Customer queries

Source: Author

It must however be acknowledged that in view of 
several developments since the 1990s, the entire 
banking products structure has undergone a 
major change. As a result of economic reforms, 
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banking industry is totally deregulated and made 
competitive ( Harshita, 2015). Th e same autor 
further explained that that was all due to more 
discriminating nature of of the users of banking 
services and that existing products need to be 
delivered in an innovative and cost-eff ective 
way by taking full advantage of emerging 
technologies.

BPB 
BPB is a division of BankX, which off ers banking 
and fi nancial solutions to HNWIs and their 
families. HNWIs are a category of individuals 
who earn above a gross income of R750 000 per 
annum. BPB provides these individuals with 
services ranging across banking, fi nance and 
investments solutions. BPB customers have been 
switching to competitor banks, evident in BPB’s 
loss of customers. Th is loss has been attributed 
to customers’ perceptions of BPB products 
and services not meeting their expectations. 
Customer attrition suggests that BPB is failing to 
determine its customers’ perceptions that would, 
in turn, infl uence the banks off erings of products 
and services.

Service quality 
Service quality is defi ned as customers’ perceived 
quality of service, which means that it is defi ned 
by customers’ judgements or attitudes about a 
service (Culiberg & Rojsek, 2010). Hanzaee and 
Salehi (2011) advance the notion that service 
quality is a multidimensional concept involving 
customers’ views of the nature of service quality 
and its drivers. Service quality should always 
be seen from the customer’s point of view and 
the determination of customer expectations is 

fundamental to meet customer service quality 
expectations (Abedniya et al., 2011). Yavas 
et al. (2004) characterise service quality as 
an antecedent of satisfaction, and customer 
satisfaction as an outcome of service quality.

Service quality dimensions 
Parasuraman et al. (2002) have created a scientifi c 
tool to measure service quality formally called 
SERVQUAL, which measures the gap between 
customers’ perceptions of the service transaction 
and their expectations of how the service 
transaction should have been performed.

Th e SERVQUAL tool identifi es fi ve dimensions 
of service quality that are used extensively in 
marketing and customer relations management 
(Parasuraman et al., 2002). Th ese dimensions are 
as follows:

Tangibility 
Tangibility relates to the physical facilities, 
equipment and appearances that enable the 
servicing of customers and their association 
with such physical facilities, equipment and 
appearances (Parasuraman et al., 2002). Private 
banking suites, for example, refl ect, among other 
things, the service culture, brand and image of the 
bank, creating the impression of its ability to off er 
convenience and support to clients, a perception 
important in forming client relationships and 
thus providing quality customer service (Coetzee, 
2009). Figure 1 represents the fi ndings of Liao and 
Hsieh (2011) who have identifi ed how customers 
strongly associate brand image with service 
quality and how this association aff ects customer 
satisfaction and loyalty.

FIGURE 1: THE LINEAR STRUCTURAL RELATIONSHIP MODEL 
SOURCE: ADAPTED FROM LIAO AND HSIEH (2011:507).
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Proposition 1: Th e majority of BPB customers 
do not hold positive perceptions of the tangible 
infrastructure used to provide services.

Reliability 
Reliability is the capacity to deliver the pledged 
service at the expected level of service quality 
(Parasuraman, et al., 2002). Th e private bank’s 
ability to meet the needs of customers and, 
moreover, to provide an exceptional service that 
delights customers, as depicted by Figure 1, would 
fall into this category. Proposition 2: Th e majority 
of private banking customers of BPB do not hold 
positive perceptions of the degree or reliability of 
service at BPB.

Responsiveness 
Responsiveness is the willingness of employees 
and promptness of the customer service that they 
provide (Parasuraman, et al., 2002). Th e speed at 
which the service is provided and the attitude of 
employees in providing such service is a critical 
dimension of the quality of service.

Private banking services are providing a prompt 
service with a helpful attitude that delights 
customers. Private bank employees that are well 
mannered, communicate with a friendly attitude, 
and revert to customers timely with precise 
responses to their requests, show good traits of 
responsiveness (Bick et al., 2010).

Assurance 
Th e skills and knowledge of employees refl ect the 
level of their competence in providing customer 
services, and the effi  cient use of these competencies 
in providing customer service ensures assurance 
(Parasuraman et al., 2002). Customers want 

to engage with employees who are polite and 
friendly, knowledgeable and well informed, and 
who know the customer, all of which contributes 
to service quality, customer loyalty and customer 
satisfaction. Private banking employees should 
therefore use their expertise to tailor-make 
products and services to suit customers and their 
needs. Proposition 3: Private banking customers of 
BPB do not hold positive perceptions of the level of 
assurance of the services provided by BPB.

Empathy 
Empathy is the due care shown by the organisation 
and its employees in providing services to 
customers (Parasuraman et al., 2002). Th e waiting 
times of customers at private banking suites or on 
the phone, for example, before they are ushered 
into the service process, should be considered by 
the organisation, as well as the clarity, relevance 
and implied care of the information provided 
(Grigoroudis et al., 2002). Proposition 4: Th e 
majority of BPB customers do not hold positive 
perceptions of the empathy of BPB staff  members 
towards the needs of customers.

Th e above fi ve dimensions used in the study to 
determine customer perceptions of the quality 
of service of BPB private banking products 
and services identify shortfalls and measure 
the level of customer satisfaction. Th e research 
study ultimately postulates, however, that the 
customers at BPB hold positive perceptions of the 
fi ve dimensions of customer service quality.

Customer satisfaction strategies 
Customer satisfaction strategies focus on 
customers’ needs and contribute to the creation 
of a customer-centric private bank. Customers’ 

FIGURE 2: MODEL OF THE SERVICE CONCEPT
SOURCE: ADAPTED FROM TSAI ET AL. (2011:216).
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satisfaction is attained when the products and 
services of the private bank meet or exceed 
customers’ expectations. Figure 2.3 portrays 
the model for service that shows the necessity 
of matching the customer’s needs through the 
strategic design of customer products and services 
(Tsai, Hsu & Lin, 2011).

Customer satisfaction strategy aligns the 
provision of products and services with meeting 
and exceeding customers’ needs in order to 
better position the bank’s off erings relative to 
its competitors (Fader, 2012; Akdag & Zineldin, 
2011). Klimontowicz (2014) argues that customer 
satisfaction strategies need to deal with the 
most important customer need attributes: price, 
service quality, service personalisation, and brand 
integrity. Understanding the most important 
customer needs attributes through gauging 
customers’ perceptions of service quality enables 
the creation of customer satisfaction strategies.

RESEARCH METHODOLOGY 
Th is research followed a positivist research 
paradigm, thereby employing a quantitative 
research method. Th e gathering of quantitative 
data on the perceptions of BPB customers thus 
formed the basis of this research study. Data was 
collected using an adapted SERVQUAL as the 
research instrument. A quantitative method was 
employed by which empirical data was collected 
through a survey of BPB customers’ perceptions 
of the quality of BPB’s products and services. Th e 
study used a structured survey questionnaire to 
collect the data on customers’ perceptions.

RESEARCH DESIGN 
Th e research design included the detailing of the 
central propositions, questions that the study 
intended to answer, the unit of analysis, and 
the procedure to collect and analyse data. Th e 
research design for this study was thus the central 
plan detailing the methods and procedures for the 
collection and analysis of customers’ perceptions 
of service quality. Th e primary objective of 
the study was to determine BPB’s customer 
perceptions of service quality. Th e determination 
of customers’ perceptions was determined using 
the fi ve dimensions of SERVQUAL.

RESEARCH INSTRUMENT 
In their research, Parasuraman et al. (2002) 
found that customers consider fi ve dimensions 
in their assessment of service and thus developed 
SERVQUAL to determine customers’ perceptions 
and expectations by using these fi ve dimensions: 
tangibility, reliability, responsiveness, assurance 
and empathy. Th e fi ve SERVQUAL dimensions 
were relevant to the research measuring customer 
perceptions of service quality in fi nancial services. 
Customers were requested to rate the quality of 
private banking services that they experienced at 
BPB. Th eir responses were on a fi ve-point Likert 
scale, enabling them to rate their perception of 
service quality on the scales of one for strongly 
disagree, two for moderately disagree, three for 
neutral, four for moderately agree and fi ve for 
strongly agree.

Population and Sampling 
Th e population used in this study was the BPB 
private banking customers in Johannesburg. 
Th e questionnaire was administered to 207 
respondents through face-to-face interviews 
with BPB private banking clients at BPB private 
banking suites in Johannesburg. Johannesburg 
is the richest city in Africa and private banking 
customers in the city are therefore among the 
most affl  uent; consequently, they may hold 
particular perceptions of private banking 
services. Th e population size was considered 
in the determination of the sample size and a 
well-distributed population response rate. Th e 
target sample size of 180 was determined by 
the number of questions of 36 multiplied by the 
rating scale of fi ve. Th e survey collected data from 
207 respondents, which was 27 higher than the 
target. Th e nature of the research of approaching 
customers to ask for their perceptions of service 
quality equates to random sampling. Each 
respondent in this survey was chosen randomly 
and entirely by chance.

Data collection 
Th e data was gathered through face-to-face 
interviews with private banking customers of 
BPB who were approached at private banking 
suites in Johannesburg. Th e survey questionnaire 
used to conduct the interviews with BPB clients 
was adapted from SERVQUAL. Th is format 
is intrusive; therefore, non-cooperation was 
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experienced in some instances. No clients 
were forced to participate in the survey. Th e 
interviews took place during working hours, 
which introduced bias because the survey could 
not reach those who were at work at the time and 
dates of the interviews.

RESEARCH FINDINGS 
Th e research fi ndings report on private banking 
clients’ perceptions of service quality based on 
the data collected. Th e study data was analysed 
through multiple steps of validity and proposition 
testing. Th e demographic information and 
service dimensions data allowed for analysis of 
the groupings of service quality perceptions. 
Proposition testing and analysis of the service 
quality perceptions data was conducted to arrive 
at the research fi ndings. Th e study fi ndings refl ect 
customers’ perceptions of the service quality 
dimensions of private banking.

Descriptive statistics 
Th e analysis of the demographic profi le of the 
respondents who participated in the survey is 
presented in groups according to gender, age 
and employment status. Th e employment results 
represented the divide between employed and self-
employed respondents in the survey. Employed 
clients were customers who earned a salary from 
employment and self-employed clients were those 
who received income from their own businesses. 
Th e employment results revealed that the sample 
of 207 comprised 190 (91.8 percent) employed 
and 17 (8.2 percent) self-employed respondents. 
Th e sample suggests that the majority of private 
banking customers are employed individuals. Th e 
study proposed in Proposition 1 that the majority 
of customers did not have a positive perception of 
the service quality aspects of BPB.

Validity and reliability 
Testing for reliability and validity determines 
the internal consistency of each dimension 
of the research instrument to demonstrate 
that the questionnaire data was adequate 
for an analysis testing the propositions. Th e 
SERVQUAL instrument has been used and 
validated in many studies before. A pre-test of 
the questionnaire was also done to validate the 
instrument. Th e dimensions of SERVQUAL the 
research instruments were tangibility, reliability, 

responsiveness, assurance, and empathy. Th e 
proposition related to the respondents’ perceptions 
of the service quality of private banking, based on 
the aforementioned dimensions. Th e reliability 
test results are indicated in Table 3 below.

TABLE 3: CRONBACH’S ALPHA COEFFICIENT 

Dimension Cronbach’s 
Alpha No. of items

Tangibility 0.683 6
Reliability 0.643 8
Responsiveness 0.438 6
Assurance 0.610 6
Empathy 0.660 5
Overall 3.034 31

Cronbach’s Alpha coeffi  cient measures the 
consistency and reliability of the collected data, 
which determines the validity of the data. Th e 
individual dimensions of Cronbach’s Alpha 
coeffi  cients ranged from the lowest, which was 
0.610, to the highest, being 0.660. Th e score of 
0.7 is preferable to prove validity, but any score 
above 0.5 is considered reliable (Norman, 2010). 
Th e total data Cronbach Alpha coeffi  cient of the 
instrument is 2.596 thereby demonstrating that 
the overall instrument is very reliable.

Tangibility 
Proposition 1: Th e majority of BPB customers 
do not hold positive perceptions of the tangible 
infrastructure used to provide services.

Propositions 1 to 4 were tested using descriptive 
statistical analysis. Th e distribution of responses 
occurred across a fi ve-point Likert scale, ranging 
from ‘strongly disagree’ rated at one, to ‘strongly 
agree’ rated at fi ve. A rating of three or above 
indicated agreement with the statement. In a 
study of customers’ perception of private banks, 
Saraswathi (2011) asserts that the mean score 
of 3.50 and above indicates a relatively positive 
perception of private banking services. Th us 
statements that scored mean results above 3.50 in 
each dimension of the survey instrument indicate 
that the respondents agree with the statement. 
Each dimension’s statement needs to be 
interpreted within the context of that statement. 
Table 4 details the results of the respondents’ 
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scores on the tangibility dimension statements 
on service quality. Th e smallest mean score was 
at 3.71, which was above the 3.50 mark, and the 
highest score was 4.08. Th e mean results of the 
score indicate that the respondents held positive 
perceptions of the facilities of BPB.

Proposition 1 was therefore rejected, because the 
majority of respondents showed positive instead 
of negative perceptions as had been proposed. 
As Table 4 reveals, the lowest mean score of 3.71 
related to the statement regarding the modernity 
of BPB’s equipment, which means that customers 
held positive perceptions of this aspect of the 
organisation, although their perceptions scored 
relatively lower than other tangibility statements. 
Th e second lowest score related to the statement 
of employees being well dressed and clean. Th e 
score in this regard is 3.77, which is above the 
neutral point, thus indicating that customers held 
positive perceptions of employees’ dress code and 
cleanliness.

Statements T5 and T6 scored the highest, 
recorded at 4.03 and 4.08 respectively. Th ese 
statements, attaining the highest ratings from 
the respondents, related to the mobile and online 
banking facilities of BPB. Th e ease of use of mobile 
and internet banking platforms relates to the 
design of the user interfaces of these platforms. 
Customers clearly had very positive perceptions 
of the design aesthetics of the mobile and internet 
banking platforms, perceptions refl ected in the 
high scores of statements T5 and T6.

Th e overall mean score of the tangibility 
dimension was 3.88, well above the level of 
3.50 to attain positive results on the dimension. 
Of the respondents, 70.6 percent (made up of 
42.8 percent that agreed and 27.8 percent that 
strongly agreed) held positive perceptions of the 
tangibility of the BPB facilities, 19.6 percent were 
neutral, while only 9.8 percent disagreed. Th e 
statement T1 had a percentage of 15.9 percent 
in the disagree scale compared with the rest of 
the statements. Th e mean score and percentage 
of T1 was nonetheless the weakest compared 
with the rest of the statements’ percentage and 
mean scores. Th e respondents held a positive 
perception of the modernity of the equipment 
used by BPB, but to a lesser extent compared 
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with installations, employees, image and digital 
banking facilities. While the high percentage of 
respondents who held positive perceptions of 
the tangibility dimension, as presented in Table 
4, indicates that the majority of the private bank’s 
customers were content with the facilities, people 
and platforms, the 19.6 percent of customers who 
were neutral is too sizeable for BPB to ignore; 
eff orts should therefore be made to move this 
customer statement from neutral to agree.

Th e results recorded customers who held neutral 
views of 31.4 percent on statement T2, 22.2 
percent for T3 and 21.7 percent for T4. Th e 
percentage of the neutral scores is thus relatively 
high. BPB should be concerned that a relatively 
high percentage of the customers are neutral 
about their service. Analysis of these results would 
determine the main reasons and a strategy could 
then be devised to convert the neutral customers 
to a status of agree. Neutral customers might be 
persuaded by competitors to switch because they 
do not have brand loyalty to BPB. Th e neutral 
views of these customers thus suggest that they 
can either be swayed to establish a long-term 
relationship with BPB or that they fall into the 
category of those who may switch because they 
do not hold strong perceptions.

Nonetheless, the positive perception results of this 
dimension, based on the majority of respondents, 
indicated that the brand image of the private 
bank, represented by the private banking suites, 
employees and digital banking facilities, refl ected 
the image with which the respondents would want 
to associate. Th e brand image thus represents a 
service culture of suitability and customer delight 
and therefore positively refl ects the service quality 
of the private bank.

Reliability 
Proposition 2 stated that the majority of private 
banking customers of BPB do not hold positive 
perceptions of the degree of reliability of service 
at BPB. Table 5 details the survey results of the 
reliability dimension of service quality. Th e mean 
scores of the reliability dimension results were all 
above the 3.50 point of reference, with the lowest 
score being 3.61 and the highest 3.99.

Proposition 2 is therefore rejected, because the 

majority of respondents show positive instead of 
negative perceptions as had been proposed. Th e 
results for the reliability dimension are presented 
in Table 5. Th e lowest mean score was for 
statement REL 3, regarding whether the private 
bank can be trusted. Th e REL3 score was close 
to the point of reference of 3.50 suggesting that 
some customers held positive perceptions about 
the trustworthiness of the private bank, while a 
sizeable number of respondents were neutral or 
in disagreement. Th e highest mean scores in this 
dimension were attained by statements REL7 
and REL8, regarding mobile banking and ATMs 
respectively. REL7 recorded a mean score of 3.99 
and REL8 recorded 3.93, which were coupled with 
comparatively high percentages of ‘strongly agree’ 
at 36.2 percent and 33.3 percent respectively.

67 percent of customers held positive perceptions 
of reliability compared to 13.8 percent who held 
negative perceptions and 19.2 percent who were 
neutral. Two-thirds of respondents thus held 
a positive view of the reliability of customer 
services. Th e percentage of respondents (13.8 
percent) who held negative perceptions is 
nonetheless signifi cant, particularly when 19.2 
percent of respondents are neutral. Statement 
REL2, regarding the ability of BPB to resolve a 
problem and make customers feel secure, elicited 
a 27.1 percent response of neutrality. Th is high 
percentage of uncertain respondents is sizeable 
enough to require interventions concerning 
BPB’s ability to resolve problems satisfactorily for 
customers.

Th e reliability of digital channels, in the form 
of ATMs, internet banking and banking mobile 
applications, attained the highest mean scores. 
Customers had relatively high positive perceptions 
of the reliability of BPB private banking digital 
channels. Th ese channels enabled customers to 
transact at and in convenient times and locations. 
Th e respondents were trusting that transactions 
carried out on digital platforms would be eff ected 
as required. Th ese positive perceptions of the 
reliability of services provided indicate to BPB 
that they are doing well in this regard. However, 
attention should be paid to the high percentage of 
customers who held neutral views on reliability. 
Analysis of these results and further studies need 
to be conducted to determine the cause of this 
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pervasive neutrality. BPB should put operational 
plans in place to convert the neutral customers to 
loyal customers of the brand.

Responsiveness 
Th e results for responsiveness were not analysed 
further due to the reliability score of 0, 43 (Table 
3), which is considered low. Th e reliability cut-off  
was 0.6.

Assurance 
Proposition 3 stated that private banking 
customers of BPB do not hold positive perceptions 
of the level of assurance of the services provided 
by BPB. Table 6 presents the results of the 
assurance dimension of the survey. Th e mean 
average results in this dimension were all above 
3.50, with the highest being 3.92 and the lowest 
being 3.61. Th e percentage of customers who held 
positive perceptions of the assurance dimension 
was 68 percent compared to 14.2 percent of those 
who held negative perceptions. Proposition 3 
is therefore rejected because the majority of 
respondents show positive instead of negative 
perceptions as had been proposed.

Statement ASS1 referred to customers’ trust in 
BPB employees. Th e results showed that 50.7 
percent moderately agreed and 17.4 percent 
strongly agreed that BPB employees were 
trustworthy, which meant that 68.1 percent 
of respondents trust BPB employees. Fift een 
percent of respondents were neutral, 16.4 
percent moderately disagreed, and 0.5 percent 
strongly disagreed. Th ese statements recorded 
an average mean of 3.68 and, in addition to the 
higher number of respondents who agreed, this 
shows that the respondents trust the employees 
of the private bank. Statement ASS2 concerned 
employees’ knowledge and their ability to provide 
reliable advice. Th e results showed that 41.1 
percent of the respondents moderately agreed and 
17.9 percent strongly agreed with the statement, 
which represented 59 percent of respondents in 
agreement. Th e statement recorded an average 
mean of 3.61; in addition to the 59 percent 
of respondents who agree, the average mean 
shows that most of the respondents perceive the 
employees of the private bank as knowledgeable 
and off ering reliable advice.

Statement ASS3 described employees’ politeness 
at the private bank. Th e results indicated that 48.3 
percent of the respondents moderately agreed and 
20.8 percent strongly agreed with the statement, 
which represented the agreement of 69.1 percent 
of the respondents. Th e mean score of 3.75 
and the 69.1 percent of respondents agreeing 
indicated that most of the respondents believed 
that the bank’s employees were polite. Statement 
ASS4 was a negative statement about whether the 
bank’s employees received adequate support from 
BPB to perform their tasks. In response, 40.6 
percent of respondents moderately agreed and 
26.6 percent strongly agreed that employees did 
not receive enough support. Th e average mean 
score of 3.79 and 67.2 percent of the respondents 
agreeing suggested that respondents held a 
negative perception of the support provided to 
employees by BPB. Statements ASS5 and ASS6 
related to the online banking and mobile banking 
services respectively; in particular, they referred 
to the security of the two digital channels. Th e 
majority of respondents, 71 and 73.4 percent for 
online and mobile banking respectively, agreed 
that these banking channels were secure and 
safe. Th e mean scores of 3.79 for online banking 
and 3.92 for mobile banking indicated the level 
of respondents’ positive perceptions of these 
banking channels. Th e respondents thus trusted 
the employees, considered that they had enough 
knowledge to provide reliable advice and felt that 
they were polite. Th ey believed, however, that the 
private bank did not provide enough support for 
the employees to carry out their duties, which 
suggested that BPB management should consider 
this dimension carefully and implement the 
necessary interventions. Th e mobile banking 
application scored the highest mean score 
suggesting that customers perceived the channel 
as being safe to use. Th e use of this channel by 
BPB to improve overall customer service quality 
was therefore revealed as critical to improving 
customer service.

Empathy 
Proposition 4 stated that the majority of BPB 
customers do not hold positive perceptions of the 
empathy of BPB staff  members towards the needs 
of customers. Th e results presented in Table 7, 
on the empathy dimension should be viewed in 
light of the statements with a negative character. 
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Th e mean score of 3.72 was an indication that 
customers held negative perceptions on this 
dimension. Proposition 4 is therefore accepted, 
because the majority of respondents show negative 
instead of positive perceptions in agreement with 
the proposition. Th e results for the empathy 
dimension are presented in Table 7.

Th e E1 and E2 statements dealt with the ability of 
the private bank to pay individual and personal 
attention. Th e results indicated that 43 percent of 
respondents moderately agreed and 26.1 percent 
strongly agreed with statement E1 that the private 
bank did not pay individual attention. Statement 
E2 showed the same results as E1 with 39.1 percent 
of respondents moderately agreeing and 17.9 
percent strongly agreeing that the private bank 
did not give personal attention. Th e average mean 
scores of 3.75 and 3.61 for E1 and E2 respectively 
display respondents’ negative perceptions of 
insuffi  cient individual and personal attention to 
customers. Th e nature of private banking services 
requires employees of private banks to pay 
personal and individual attention to customers, 
which diff erentiates private banking services 
from ordinary retail banking services.

Statement E3 referred to employees’ knowledge 
of customers’ needs. In response to the statement, 
37.2 percent of respondents moderately agreed 
and 21.7 percent strongly agreed that BPB did 
not know its customers’ needs. Th e percentage 
of 58.9 of respondents agreeing with statement 
E3 and an average mean score of 3.63 further 
enforced respondents’ negative perception that 
BPB employees did not know their needs. With 
individual and personal attention to clients, 
employees could, however, identify these 
needs, which would allow employees a better 
understanding of how customer needs could be 
matched to the products and services off ered. 
Statement E4 related to the private bank not having 
the customers’ best interests as its objective. Th e 
results of 44 percent of respondents moderately 
agreeing and 24.1 percent strongly agreeing with 
the statement suggest that BPB does not have 
the best interests of customers as an objective. 
Statement E4’s average mean score of 3.82 coupled 
with the higher percentage of respondents 
agreeing with the statement thus suggests that 
respondents hold negative perceptions of the 
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private bank’s apparent objective of looking aft er 
customers’ best interests. Th e results of statement 
E4 therefore represented the accumulation of 
customers’ views refl ected in their responses to 
statements E1 to E3 because customers did not 
feel that due care was taken in the provision of 
products and services. Respondents felt that 
BPB did not have their best interests at heart 
because they did not see the empathy that 
should be displayed by employees through the 
personalisation of products and services in order 
to meet or exceed their expectations.

BPB’s business hours recorded a negative 
perception from respondents as shown by 
statement E5’s mean score of 3.79 and 56.7 percent 
of respondents agreeing with the statement that 
the private bank did not have convenient business 
hours. Th e demographic results noted that most 
respondents were employed persons; therefore, 
they found it diffi  cult to receive services from 
BPB during working hours. It could be postulated 
from these fi ndings that the availability of 
private banking services in non-working hours is 
important to the respondents. BPB needs to review 
their operational processes to determine the 
reasons for the negative results of this dimension. 
Th e inability to provide individual attention 
and understand customer needs should be of 
concern to BPB, as an indication of weaknesses 
in the operational processes of client-facing 
services. Private banking service quality relies on 
individual attention to and understanding of the 
needs of valuable customers. Th e improvement 
in customer service operational processes can 
reverse the views held by customers in this 
dimension.

Th e demographic results of the respondents 
indicated that most private banking customers 
were males between the ages of 36 and 45 years, 
and were employed. Th e study showed that there 
was no signifi cant diff erence in the perceptions 
of the customers in the diff erent gender and age 
groups. Th e diff erent demographic groups held 
largely similar perceptions and expectations of 
the service quality of private banking services. 
Customers held positive perceptions of service in 
most of its dimensions except for responsiveness 
and empathy. Th eir positive perceptions of service 
quality relate to their loyalty to BPB, and most 

customers have no intentions of switching private 
banks. Th e digital channels in the form of ATMs, 
internet banking and mobile banking scored very 
high means, which indicated that customers held 
very positive perceptions of these channels versus 
other service channels.

Th e purpose of the study was to determine the 
perceptions of private banking customers of the 
quality of products and services off ered by BPB. 
Th e substance of the experience of private banking 
customers, regarding the quality of products 
and services, infl uenced their perceptions. Th e 
perceptions of private banking customers of the 
quality of services are critical to the success of 
BPB; therefore, there is a need to continuously 
measure such perceptions.

SUMMARY OF FINDINGS 
Th e study found that customers held positive 
perceptions of service quality in most dimensions 
of service quality with the exceptions of 
responsiveness and empathy. Customers held 
positive perceptions of service quality, were loyal 
to BPB, and did not intend to switch private 
banks. Coetzee’s (2009) study concludes that the 
private banking suites refl ect the bank’s brand and 
image as well as its service culture, as refl ected in 
this study’s fi ndings on tangibility. Th e tangibility 
of the private bank’s suites is associated with the 
convenience of service, and the professional and 
timely delivery of services. Th e internal design 
of private banking suites should facilitate an 
effi  cient and eff ective working environment. Th e 
respondents in this survey held very positive 
perceptions of the reliability to deliver promised 
services at the level of the service quality expected 
by the customer.

Th e digital channels, in the form of ATMs, internet 
banking and mobile banking applications, attained 
the highest mean scores. Customers had relatively 
high positive perceptions of the reliability of BPB’s 
digital channels. Th ese channels enable customers 
to transact at convenient times and locations. Th e 
respondents trusted that transactions carried out 
over these digital platforms would be eff ected 
as required. Th e negative perceptions held by 
customers on the empathy of employees towards 
customers’ needs, coupled with the perceived lack 
of responsiveness, suggest that BPB needs to do 
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more to empower employees to provide quality 
services. Customers believed that employees 
of BPB did not obtain adequate support to 
perform their tasks. Th ey therefore held negative 
perceptions of the support provided to employees.

Th e quality of service in private banking is 
based on the relationship that develops between 
customers and employees, which creates the level 
of trust required to provide a quality service. 
Employees are the key to the delivery of customer 
service; they should therefore be polite, friendly, 
knowledgeable and well informed. Th e empathy 
service dimension was perceived negatively 
by customers, which demonstrated that BPB 
customers were looking for a timely service at 
the private banking suites, call centres, internet 
banking, mobile banking and ATMs. Th e number 
of manual forms and complexity of banking 
requirements created negative perceptions in the 
empathy dimension of service quality in BPB.

Th e research objectives were to determine 
whether BPB customers were satisfi ed with the 
quality of service rendered by BPB and to identify 
whether there were any shortfalls in providing 
quality customer service at BPB. Th e majority 
of the respondents held positive perceptions 
of customer service quality in most of the 
dimensions of the research instrument; therefore, 
customers in general held positive perceptions of 
service quality at the private bank. Th e shortfalls 
were in responsiveness and empathy. Th e digital 
channels performed better than the physical 
channels. Th e challenges in the physical channels, 
where interaction between clients and employees 
takes place, suggest that managerial strategies 
and operations are not geared towards quality 
customer service.

DISCUSSION 
Th e fi ndings of this study suggested that 
customers broadly held positive perceptions of 
customer service quality, with the exception of 
the responsiveness and empathy dimensions, as 
represented by the mean scores of the diff erent 
service quality dimensions. Th e study fi ndings 
suggested that, apart from in the dimensions 
of responsiveness and empathy, BPB provided 
quality service. Th e results indicate that excellence 
in customer service has become the diff erentiator 

in the private banking industry where products 
and services are homogeneous, making private 
banks highly competitive and exposed to sensitive 
customers and their switching behaviour. Th e 
competitive advantage of any organisation is 
dependent on the quality of customer service as 
measured by customer perceptions. Customer 
attraction and retention are achieved by 
organisational strategies and operational models 
aimed at customer service quality, thereby 
infl uencing customer perceptions. Customers’ 
perception of a company’s products and services 
has become a priority for top management 
because it determines customer satisfaction.

MANAGEMENT RECOMMENDATIONS 
Th e private bank needs to adopt organisational 
strategies and operational designs that focus on the 
weak areas of customer service quality, to improve 
customers’ perceptions. Customers’ perceptions 
of products and service quality are a yardstick of 
the eff ectiveness of organisational strategies and 
operations. Responsiveness and empathy towards 
customers seem to be the challenges at BPB as per 
the fi ndings of this study. Th e modernity of the 
equipment represented by statement T1 in the 
research instrument had 15.9 percent of responses 
in the disagree scale; this weak score should be 
of concern to management. Management needs 
to note that the respondents largely held positive 
perceptions of the modernity of the equipment 
used but that it was comparatively lower than the 
rest of the statements within tangibility.

Customer perceptions of the digital channels in 
the form of ATMs, internet banking and mobile 
banking were very positive. Customers believed 
that the digital channels were secure, reliable and 
easy to use. Management needs to take advantage 
of the positive perceptions of the digital channels 
through improving the security, usability and 
reliability of these channels. Management also 
needs to improve their focus on the migration of 
customers to digital channels to improve overall 
customer service quality. Th e customers that were 
neutral in their views of service quality need to be 
moved to having a positive perception of customer 
service. Management should therefore fi rst 
analyse the aspects that scored high on neutrality. 
Migrating customers from neutrality to positive 
perceptions can be achieved through improved 
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service delivery in the front and back offi  ce. Th e 
operational performance of the physical channels 
of service delivery should be monitored though 
key performance indicators that measure service 
quality.

LIMITATIONS 
Th e study focused on BPB customers’ perceptions 
of products and services; therefore, the fi ndings 
of this study may not refl ect the perceptions of 
other private banks’ customers’ perceptions. Th e 
study did not examine customers’ perceptions 
of retail banking in general but was specifi c to 
private banking clients. Th is could be an area of 
further research.
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ABSTRACT 
Th is study evaluated the impact of selected online 
retailer attributes and behaviours on online 
shoppers’ repurchase intention. A model testing 
aff ordable delivery cost, transactional protection 
and order fulfi lment was used to determine the 
impact of these attributes on shoppers’ repurchase 
intention. Data was collected from 580 online 
shoppers who had made online purchases within 
the three months preceding the survey. Th e model 
was tested using the structural equation modeling 
technique. Th e fi ndings suggest that online 
retailers who off er aff ordable delivery, transaction 
protection and prompt order fulfi lment have a 
signifi cant direct eff ect on shoppers’ repurchase 
intention. Th e managerial implications of the 
fi ndings are presented.

Key terms: Online shopping, repurchase inten-
tion, delivery cost, transaction protection, or-
der fulfi lment, repurchase intention 

INTRODUCTION 
Developments in technology such as the internet 
are having a profound impact on all sectors of 
business (Trivedi & Yadav, 2018). One of the 
sectors that is undergoing signifi cant changes 
due to the advent of the internet is the retail 
sector (Doherty & Chadwick, 2010). Th e use of 
a new shopping channel – electronic retailing 
or e-retailing – has revolutionised how the retail 
business is conducted (Jain & Sareen, 2013; 
Pappas, Patel, Giannakos & Chrissikopoulos, 

2014). Th e emergence of e-retailing is an 
innovation which enables consumers to search 
for products, compare products from diff erent 
stores at any time from any location and make 
transactions (Nguyen, de Leeuw & Dullaert, 2016; 
Vrechopoulos, Pramataris, Doukidis & Lekakos, 
2003; Yun & Good, 2007). Furthermore, online 
shopping eliminates unpleasant experiences such 
as long queues at pay points or the lack of secure 
parking which are commonplace in traditional 
shopping malls (Fong, 2013). Customers also 
prefer to shop online because it saves them time for 
visiting diff erent traditional stores (Pilik, Klimek, 
Jurickova & Palka, 2016). For retailers, e-retailing 
has created new opportunities to expand their 
reach and increase sales beyond their geographic 
boundaries (Al‐Maghrabi & Dennis, 2011).

Given its benefi ts, many retailers are migrating 
to online channels (Marta, Descal, Molina & 
Eugenia, 2017). In the mid-1990s, the number of 
online shops was limited, however in recent years, 
most retailers are recognising the advantages of 
online channels and are not only venturing into 
e-retailing but are also investing time and eff ort into 
improving their shoppers’ experience (Riggins & 
Rhee, 1998; Boeck, Bendavid & Lefebvre, 2009). 
Th e increase in the number e-retailers is creating 
greater competition amongst these retailers, who 
jostle to attract online shoppers’ attention to gain 
their share of the online shopping market. To 
remain competitive, e-retailers are implementing 
a number of strategies to attract and retain 
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customers. Th e attributes and behaviours of 
e-retailers are therefore crucial in cultivating 
online shoppers’ repurchase intention (Dholakia 
& Zhao, 2010). Th us, an understanding of these 
attributes and behaviours would be of practical 
relevance to e-retailers in their eff orts to retain 
their online shopping customers.

RESEARCH PROBLEM 
Customer retention on online platforms is of the 
utmost importance as studies show that it is fi ve 
times cheaper to retain a customer than obtain 
a new one (Gera, 2011). Moreover, research 
suggests that e-retailers’ success is positively 
infl uenced by their ability to retain customers 
(Safa & von Solms, 2016). It is therefore crucial 
for e-retailers to encourage existing customers 
to repurchase more products or services (Bao, 
Li, Shen & Hou, 2016). Nevertheless, existing 
South African studies on e-retailing (McClatchey, 
Cattell & Michell, 2007; Frazer & Stiehler, 2014; 
Kloppers, 2014; Chinomona, Masinge & Sandada, 
2014) have not specifi cally addressed the question 
of e-retailer attributes and behaviours which 
infl uence the retention of online shoppers.

Prior e-commerce research (Pham & Ahammad, 
2017; Bezes, 2016; Chahal, Sahi & Rani, 2014) 
suggests that e-retailer attributes (such as 

aff ordable delivery cost and perceived transaction 
protection) and behaviours (such as prompt 
order fulfi lment) are critical to consumer online 
shopping choice selection. However, the extent to 
which those factors infl uence repurchase intention 
is yet to be addressed in the extant South African 
literature. Th erefore, gaps remain in the literature 
on the role of delivery cost, perceived transaction 
protection and prompt order fulfi lment on online 
repurchase intention. Th e present study bridges 
this gap by addressing the following research 
question:

What is the role of aff ordable delivery cost, 
transaction protection and prompt order fulfi lment 
in infl uencing South African online shoppers’ 
repurchase intentions?

AIM AND OBJECTIVES OF THE STUDY 
Th e aim of this study is to identify the impact of 
selected online retailer attributes and behaviours 
on online shoppers’ repurchase intention. In 
order to achieve the above aim, the following 
objectives are set:

• To examine the impact of aff ordable delivery 
cost and online shoppers’ repurchase 
intentions. 

• To examine the impact of perceived 

FIGURE 1: RESEARCH MODEL 
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transaction protection on online shoppers’ 
repurchase intentions. 

• To examine the impact of prompt order 
fulfi lment on online shoppers’ repurchase 
intentions. 

RESEARCH MODEL AND HYPOTHESES 
Consistent with prior literature, the study 
proposes a model (Figure 1) that posits that 
aff ordable delivery cost, transactional protection 
and order fulfi lment have signifi cant and positive 
eff ects on online shoppers’ repurchase intention.

Th e relationships between the constructs in the 
conceptual model are discussed in the following 
paragraphs.

Aff ordable delivery cost and online shopper 
repurchase intention 
Th e cost of delivery associated with online 
purchase is a critical determinant of online 
shoppers’ shopping behaviour (Jiang & 
Rosenbloom, 2005; Lewis, 2006; Ma, 2017). 
Indeed, Huang and Oppewal (2006) and Xiao, 
Wang and Liu (2018) note that delivery fees can 
be a deterring factor for most online grocery 
shoppers and for these shoppers, repurchase 
behaviour would be unlikely. Similarly, the results 
of a study conducted by Lewis (2006) on online 
shoppers in the United States revealed that higher 
delivery cost had a negative impact on ordering 
rates and had a detrimental eff ect on attracting 
new customers and retaining existing ones. Based 
on the overview presented above, the following 
hypothesis is proposed:

H1: Aff ordable delivery cost will have a 
signifi cant positive eff ect on online shoppers’ 
repurchase intention.

Transaction protection and online shopper 
repurchase intention 
Transaction protection (security) is a key 
factor aff ecting consumers’ online purchasing 
behaviour (Jun & Chung, 2006; Meskaran, Ismail 
& Shanmugam, 2013; Rezaei, Amin & Ismail, 
2014). Research indicates that despite the growth 
of e-commerce, consumers’ high perception of 
risks remains a serious challenge to e-retailers’ 
ability to leverage the potential of online sales, 
especially in emerging countries (Trivedi & 

Yadav, 2013; Wu & Ke, 2015). Many consumers 
are still sceptical about the safety of sharing 
their personal information on online platforms 
(Bart, Shankar, Sultan & Urban, 2005). Th us, 
perceptions of the security of online transactions 
infl uence customers’ repurchase decisions 
(Hartono, Holsapple, Kim, Na & Simpson, 2014; 
Shin, Chung, Oh & Lee, 2013; Trivedi & Yadav, 
2018). A study by Chang and Chen (2009) reveals 
that high levels of perceived security encourage 
customer loyalty and increase the likelihood of 
repurchase. Based on the evidence presented 
above, the following hypothesis is proposed:

H2: Transaction protection will have a 
signifi cant positive eff ect on online shoppers’ 
repurchase intention.

Prompt order fulfi lment and online shopper 
repurchase intention 
Bart et al. (2005) describe order fulfi lment as the 
process of delivering products or services that 
match what has been ordered by the consumer. 
Previous studies conducted by Cheung, Chan 
and Limayem (2005), Dholakia and Zhao (2010) 
and Lee, Eze and Ndubisi (2011) suggest that 
reliable, on-time delivery and customer support 
are important elements that lead to desirable 
customer experience and retention. Based on 
the overview presented above, the following 
hypothesis is proposed:

H3: Prompt order fulfi lment will have a 
signifi cant positive eff ect on online shoppers’ 
repurchase intention.

METHODOLOGY 
Measurement 
Th e data was collected using a structured, 
paper-based questionnaire. A multi-item scale, 
adapted from prior related literature, was used 
to measure the constructs. Repurchase intention, 
which consisted of four items, was adapted from 
Rose, Clark, Samouel and Hair (2012). Prompt 
order fulfi lment, with four items, was adapted 
from Davis-Sramek, Mentzer and Stank (2008). 
Transaction protection, also with four items, 
was adapted from Park and Kim (2003). All the 
items were measured as refl ective items on their 
corresponding constructs with a fi ve-point Likert 
scale ranging from 1 ‘strongly disagree’ to 5 
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‘strongly agree’.

A convenience sample of 40 respondents was 
used to pilot the questionnaire. Each respondent 
completed a copy of the questionnaire and 
commented on its structure, content and the 
clarity of instructions. Th e feedback was positive, 
and as a result, no amendment was made to the 
fi nal questionnaire.

Sampling and data collection 
Th e target population of this study was online 
shoppers aged 18 years and above, residing in 
Gauteng, who had engaged in online shopping 
within the three months preceding the survey. 
Given the absence of a sampling frame, a non-
probability convenience sampling technique 
was used to obtain the data for this study. For 
this reason, the targeted sample was invited to 
participate in the study based on their availability 
and willingness.

TABLE 1: CONVERGENT VALIDITY OF THE MEASUREMENT MODEL

Factor 
loading

Cronbach’s 
alpha

Composite 
reliability

Aff ordable delivery cost 0.762 0.863
I think the cost of online shopping delivery is 
aff ordable. 0.824

I think the cost of online shopping delivery is within 
my budget. 0.848

Th e overall cost of online shopping is lower. 0.795
Transaction protection 0.868 0.910
Online shopping websites have enough safeguards to 
make me feel comfortable using them to shop online. 0.842

I feel assured that legal and technological structures 
adequately protect me from problems of online 
shopping.

0.883

I feel confi dent that encryption and other 
technological advances on the online shopping 
websites make it safe for me to purchase products.

0.853

In general, the online shopping websites are now a 
robust and safe environment in to purchase products. 0.804

Prompt order fulfi lment 0.865 0.908
Upon arrival, shipment matched my order. 0.868
Upon arrival, quality was the same as the description 
on the website. 0.879

Th e goods I bought from this website were delivered 
to the right place. 0.835

Th e goods I bought from this website were delivered 
on time. 0.791

Repurchase intention 0.863 0.907
Th is website is my fi rst choice when I need to make a 
purchase. 0.820

I expect to repurchase from this online store in near 
future. 0.839

I intend to browse this online store fi rst for my next 
purchase. 0.871

I will regularly repurchase from this online store. 0.838
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A group of trained research assistants approached 
potential respondents in their homes and public 
areas. Aft er explaining the purpose of the survey 
and the measures taken to protect confi dentiality 
and anonymity, the respondents were asked for 
their consent to participate in the survey. Willing 
participants were given a copy of the questionnaire 
to complete. Participants were further made 
to understand that they could terminate their 
participation at any point in time without any 
negative consequences.

A total of 1 002 potential participants was 
approached, however, only 580 usable responses 
were realised, translating into an eff ective 
response rate of 57.89%.

DATA ANALYSIS AND RESULTS 
Th e data was analysed using the partial least 
squares structural equation modelling technique, 
employing SmartPLS 3 soft ware. Following the 
recommendation of Anderson and Gerbing 
(1988), the measurement model was fi rst 
examined for its validity. Subsequently, the 
structural model was assessed to determine the 
signifi cance of the hypotheses.

Measurement model analysis 
Th e measurement model was examined for 
its convergent and discriminant validities. To 
ascertain the convergent validity, the standardised 
factor loading, composite reliability and average 
variance extracted (AVE) were examined. To 
achieve convergent validity, the standardised 
factor loading should exceed 0.7, the composite 
reliability (CR) and Cronbach’s alpha should be 
greater than 0.7 while the AVEs should be greater 
than 0.5 (Hair, Hult, Ringle & Sarstedt, 2017). Th e 
results in Table 1 show that the factor loadings 
ranged from 0.791 – 0.883, thus they exceeded 
the recommended 0.7 threshold. Th e CR ranged 
from 0.862 – 0.910 with Cronbach’s alpha ranged 
from 0.762 – 0.868. Th ese estimates were above 
0.7 recommended cut-off  point. Th e AVEs ranged 

between 0.677 – 0.716, thereby exceeding the 0.5 
cut-off  point. Th ese results therefore confi rmed 
the convergent validity of the measurement 
model.

Aft er confi rming the convergent validity of 
the model, discriminant validity was assessed 
using the Fornell and Larker (1981) technique. 
According to this technique, discriminant 
validity is achieved if the correlation between 
latent constructs is less than the square root of 
the AVEs. Th e results presented in Table 2 show 
that the highest inter-factor correlation was 0.605 
while the lowest square root of the AVEs was 
0.823. Given that the highest correlation estimate 
was less than the lowest square root of the AVE, 
the discriminant validity of the measurement 
model was confi rmed.

Confi rmation of the convergent and discriminant 
validity of the measurement model paved the way 
for the structural model analysis.

Structural model analysis 
Th e structural model was analysed to determine 
the signifi cance of the hypotheses and variance 
explained in the dependent variable (online 
shoppers’ repurchase intention) by the signifi cant 
independent variables. Th e signifi cance of 
the structural path was estimated using 5 000 
resamples. Th e results of the structural model 
equation are presented in Figures 2 and 3.

According to the results, aff ordable delivery cost 
was signifi cant and positively related to online 
shoppers’ repurchase intention (β=0.139, p < 
0.001), thereby providing statistical support for 
H1. For H2, the relationship between transaction 
protection and online shoppers’ repurchase 
intention was signifi cant (β=0.294, p < 0.001), 
therefore providing support for H2. Similarly, 
there was a signifi cant positive relationship 
between prompt order fulfi lment and online 
shoppers’ repurchase intention (β=0.338, p < 

TABLE 2: DISCRIMINANT VALIDITY OF THE MEASUREMENT 

AVE 1 2 3 4
1 Aff ordable delivery cost 0.677 0.823
2 Prompt order fulfi lment 0.712 0.467 0.844
3 Perceived transaction protection 0.716 0.361 0.565 0.846
4 Repurchase Intention 0.709 0.417 0.579 0.605 0.842
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0.001), thus providing support for H3.

DISCUSSION AND IMPLICATIONS 
Th is study examined the role of aff ordable 
delivery cost, perceived transaction protection 
and prompt order fulfi lment on online shoppers’ 
repurchase intention. Th e fi ndings suggest that 
aff ordable delivery cost is positively associated 
with repurchase intention. Th is fi nding is in line 
with existing studies (Lewis, 2006; Ma, 2017; Xiao 
et al., 2018) and implies that online shoppers who 
perceive the cost of delivery to be aff ordable are 
likely to buy again from the same vendor. Th us, 
in order to retain their current customers and 
infl uence their repurchase intention, e-retailers 
need to implement aff ordable delivery options. 
Currently, some e-retailers off er free delivery 
for orders above specifi c amounts; this strategy 
would be useful in reinforcing the perceived 
aff ordability of delivery cost. Moreover, online 
vendors could consider establishing collection 
points for customers in major towns and cities to 
off set the delivery expenses for shoppers who may 

be willing to collect their purchases in person.

Th e fi ndings of this study also show that 
perceived transaction protection has a direct 
impact on online repurchase intention. Th is 
result corroborates the fi ndings of previous 
studies (Meskaran et al., 2013; Rezaei et al., 
2014). Th is fi nding suggests that South African 
online shoppers who perceive that their personal 
information is secure on a website will be likely 
to repurchase from that particular website. 
Th us, for online vendors to encourage repeat 
purchases, they need to consider implementing 
state-of-the-art security mechanisms, monitoring 
their security updates regularly and tightening 
their existing online security systems to protect 
shoppers’ transactions. Th ese security measures 
ought to be communicated to customers regularly 
for them to know that their transactions are 
secure. E-retailers’ success in doing this is likely to 
reduce customers’ perceptions of risk associated 
with using online shopping portals.

Prompt order fulfi lment is another important 

FIGURE 2: SMARTPLS RESULTS OF MEASUREMENT AND STRUCTURAL MODEL 
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factor underlying online shoppers’ repurchase 
intention. Indeed, the results revealed that prompt 
order fulfi lment has a signifi cant positive eff ect on 
repurchase intention. Th is fi nding is consistent 
with prior studies (Dholakia & Zhao, 2010; Lee 
et al., 2011) and implies that prompt delivery of 
customer orders will lead to sustained levels of 
online repurchase intentions. Th is fi nding has 
practical implications for e-retailers interested 
in seeing repeat purchases from their customers. 
E-retailers should implement advanced ordering 
systems linked to their delivery departments; this 
would ensure that the correct order is processed on 
time and shipped using the customer’s preferred 
delivery method. Closely linked with prompt 
delivery is the issue of delivery cost. Ma (2017) 
found that although customers are prepared to 
pay for quicker delivery, they are reluctant to pay 
when delivery time is longer. Th erefore, online 
vendors who can deliver orders to customers 
promptly are likely to see repeat purchases, as 
online shoppers will perceive the delivery cost as 
value-for-money.

In terms of the theoretical implications of 
the study, extant literature focuses mainly 
on customer repurchase intention in off -line 
shopping situations (Fang, Chiu & Wang, 2011; 
Izogo, 2016; Moslehpour, Wong, Pham & Aulia, 
2017). Th ere are limited studies examining the 
drivers of online repurchase intention, especially 
in the context of emerging economies such South 
Africa (Chiejina & Olamide, 2014; Tandon, Kiran 
& Sah, 2017). Th e fi ndings of the current study 
confi rm the impact of selected e-retailer attributes 
and behaviours that infl uence South African 
shoppers’ online repurchase intention, and thus 
contribute to the literature from the perspective 
of an emerging African market economy.

CONCLUSION AND RECOMMENDATIONS 
FOR FUTURE RESEARCH 
Th e current study proposed and tested a model 
that examined how selected e-retailer attributes 
and behaviours, namely, aff ordable delivery cost, 
perceived transaction protection and prompt 
order fulfi lment, infl uence South African online 

FIGURE 3: SMARTPLS RESULTS OF MEASUREMENT AND STRUCTURAL MODEL 
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shoppers’ repurchase intention using data 
obtained from 580 online shoppers. Th e study 
found that all three factors had a direct impact 
on online shoppers’ repurchase intention, with 
a variance explained of 46.3 %. Th e managerial 
implications to encourage repurchase intentions 
were also stated.

Although the study makes a valuable 
contribution, like other studies, it is not without 
limitations. First, the study was conducted in the 
Gauteng province only. Although this it is the 
most densely populated province and the most 
cosmopolitan region of South Africa, it is largely 
urban and as such, the results may not apply to 
customers in more rural areas. Moreover, the data 
was cross-sectional and was collected using non-
probability sampling. Th erefore, causal inferences 
cannot be made on the relationships tested in this 
study. Future research could expand the scope 
of the study to include other provinces, using 
probability sampling and longitudinal designs 
to broaden the generalisability and validity to a 
wider population.
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ABSTRACT 
Th is study evaluates the appropriateness of the 
Th eory of Planned Behaviour (TPB) to determine 
green purchase intention and adoption behaviour 
amongst black middle class South Africans. A 
structured questionnaire was used to gather data 
from 500 respondents residing in the suburbs 
of Gauteng, South Africa. Confi rmatory Factor 
Analysis and Structural Equation Modelling were 
the main data analysis methods. Specifi cally, 
Partial Least Squares (PLS) Structural Equation 
Modelling was used to assess reliability and 
validity and to test the hypotheses.

Th e empirical results of the analysis indicate 
that respondents’attitude, subjective norm and 
perceived behavioural control exert a signifi cant 
and a positive infl uence on intention to buy 
green appliances. Th e results further reveal 
that behaviour intention has a signifi cant and 
a positive eff ect on green appliance adoption 
behaviour. Th is study contributes to literature 
on green behaviour by presenting and testing a 
model on green consumer purchase behaviour. 
Th e study also identifi ed the main predictors 
of green appliance adoption, thus providing 
valuable information to marketers on factors that 
drive black middle class consumers to purchase 
and consume green appliances.

Key words: green products, attitudes, behav-
ioural intention, perceived behavioural con-
trol, adoption behaviour 

1. INTRODUCTION 
Consumer interest in green products has been 
steadily rising, resulting in increased sales of 
such products due to the environmental, health 
and social concerns of consumers (Koller, Flor 
& Zauner, 2011; Vermeulen & Bienabe, 2010). 
Green products are characterised as products 
which are recyclable, re-usable, degradable and 

have a long life span (Tan, 2011). However, these 
products not only help the environment; they are 
also key to competitive advantage, profi tability 
and a means of tapping into the large and growing 
segment of health and environmentally conscious 
consumers.

Th e need to promote pro-environmental lifestyles 
among all consumers (current and potential) 
has been perceived as a worldwide imperative 
(United Nations, 2016). However, advancing 
this pro-environmental lifestyle has proven 
challenging (Zhao, Gao, Wu, Wang & Zhu, 2014). 
Th is is particularly so because the demand for 
conventional products still outstrips the demand 
for green products (Olson, 2013), whose growth 
and total market share is increasing at a very 
slow pace (Gleim, Smith, Andrews & Cronin, 
2013; Godelink, 2012). It is therefore important 
to study the factors that either hinder or drive 
the purchase and usage of green products. Th is is 
particularly relevant in South Africa, where very 
few studies have been conducted on consumption 
drivers of green products or on environmentally 
friendly products.

To date, studies in South Africa have focused 
on understanding the ethical consumer 
(Hughes, McEwan & Bek, 2015), green habits of 
generation Y consumers (Anvar & Venter, 2014) 
and consumer behaviour in relation to green 
wines (Kruger & Saayman, 2012). Th ese studies 
mainly assessed awareness, perceptions, habits 
and knowledge of green products. However, the 
way in which these factors infl uence consumers’ 
willingness and actual purchase behaviour is yet 
to be investigated. Moreover, Lin, Tan and Geng 
(2013) suggest that in today’s highly competitive 
market, it is imperative for green product 
marketers and innovators to understand the key 
factors that consumers look for in their products 
to gain a competitive advantage and sustain 

WHAT INFLUENCES GREEN CONSUMER PURCHASE 
BEHAVIOUR? EMPIRICAL FINDINGS FROM SOUTH AFRICA 

Mrs N Dilotsotlhe
University of Johannesburg
Johannesburg, South Africa

E-mail: ndilotsotlhe@uj.ac.za



1574
WWW.IBC-CONFERENCE.COM

market demand.

In South Africa, high household electricity 
consumption is a growing problem, particularly 
since 80% of middle class consumers use electric 
appliances for household cooking, cooling, 
heating and entertainment (Department of 
Energy, 2014). Consequently, this study focuses 
on green household electrical products. Th e 
subject of the study is the South African black 
middle class, a consumer market which has 
steadily been growing in size and has the largest 
spending power compared to other middle 
class segments. Importantly, their expenditure 
on houses, household appliances and electrical 
products is increasing rapidly (University of Cape 
Town Unilever Institute of Strategic Marketing, 
2013).

Th is study examines the key predictors of green 
appliance purchase behaviour of black middle 
class consumers in Gauteng, South Africa. It also 
validates the Th eory of Planned Behaviour in the 
context of green appliance purchase behaviour 
in South Africa. Th e fi ndings shed light on green 
purchase behaviour among black middle class 
consumers as well as providing guidelines for 
marketers to improve the sales and usage of green 
appliances in the Gauteng province and the rest 
of the country.

2. LITERATURE OVERVIEW AND 
THEORETICAL FRAMEWORK 
2.1 Th e South African black middle class 
South Africa’s black middle class has demonstrated 
a 38% value growth, rising from R180 billion 
spend in 2006 to 2007, to over R250 billion in 
2008 and a staggering R400 billion in 2012 (UCT 
Unilever Institute, 2013). Th is growth has been 
stimulated by a mix of political and economic 
factors such as better work opportunities, 
constitutional freedom, greater access to training, 
relatively low infl ation and interest rates and 
additional spending capacity to buy goods and 
services (Visagie, 2013). In 2013, black middle 
class citizens constituted an estimated 4.2 million 
of the population, more than doubling from 2 
million in 2005. Much of their buying behaviour 
is future-orientated, largely driven by the need 
to ensure sustainability of their lifestyle for 
themselves and the next generations (Visagie, 

2013). Many of the day-to-day products they own 
include homes, cars, clothing, cell phones and 
home electrical appliances.

Previous research fi ndings (Mashaba & Wiese, 
2015; UCT Unilever Institute of Strategic 
Marketing, 2013) confi rm that the South African 
black middle class is growing and playing an 
increasingly important role in the economy. Th is 
sector is already responsible for much of the 
consumer spending and has also emerged as the 
strongest buying infl uence in the South African 
economy (Visagie & Posel, 2013; Donaldson, 
Mehlomakhulu, Darkey & Siyongwana, 2013; 
Mashaba & Wiese, 2015).

2.2 Conceptual Background and Research 
Hypotheses 
Th e underlying theoretical model of this study is 
the Th eory of Planned Behaviour (TPB) (Ajzen, 
1991). Th e TPB is one of the classic theoretical 
models used to study individual behaviour. Th e 
theory suggests that a person’s conduct is a direct 
product of behavioural intention and perceived 
behavioural control. Behavioural intention is 
formed by the individual’s attitude, subjective 
norm and perceived behaviour control. Attitudes 
refers the individual’s overall evaluation of 
engaging in a given behaviour, which may be 
either negative or positive and consists of elements 
which are aff ective (e.g. like/dislike), cognitive 
(beliefs and ideas) and conative (tendency to act 
in a particular way). Subjective norm refers to the 
“individual’s perceptions of social pressure from 
important referents to perform the behaviour” 
whereas perceived behavioural control refers to 
the “perceived level of control that individuals 
have over performing the behaviour” (Ajzen, 
1991).

Th e TPB has been useful in predicting both 
consumer intention and behaviour in a wide 
range of green/pro-environmental areas. It has 
been validated in several studies investigating 
recycling behaviour (Wan, Cheung & Shen, 2012), 
green hotels and restaurants (Chen & Tung, 2014; 
Han, Hsu & Lee, 2009, 2010; Lee, Ham & Kim, 
2013), organic food choices (Kim & Chung, 2011; 
Zagata, 2012). 
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2.2.1 Attitude 
In cognitive psychology, attitude is perceived as 
one of the major drivers of human behaviour 
(Ajzen, 1991; Fishbein & Ajzen, 1975). Pro-
environmental behaviour is contingent on 
nurturing and enforcing environmental attitudes 
(Zabkar & Hosta 2013). Th e attitude-behaviour 
gap is used to explain the mismatch between pro-
environmental attitudes on the one hand and pro-
environmental adoption behaviour on the other 
(Gatersleben, Murtagh & Abrahamse, 2014). In 
order to examine this attitude-behaviour gap in 
the use of green products, it is hypothesised that:

H1: Attitude will have a signifi cant and a 
positive impact on behavioural intention towards 
the purchase of green appliances.

2.2.2 Social value 
Previous studies have suggested that social 
pressure encourages consumers to purchase 
green products (Ritter, Borchardt, Vaccaro, 
Pereira & Almeida, 2015; Zhao et al., 2014). 
Wahid, Rahbar and Shyan (2011) further suggest 
that “social value is a proxy of subjective norm”. In 
other words, social value has the same meaning 
with subjective norms as is found in the Th eory 
of Planned Behaviour. Th ese studies posit social 
value as one of the dominant factors infl uencing 
behavioural intention towards sustainable 
consumption. Th is holds signifi cant implications 

for management who could fi nd key infl uencers 
or referents to help promote the message of green 
appliances. Th erefore, an individual’s social value 
towards green behaviour can be a key driver of 
their intention to purchase green appliances 
(Ritter et al., 2015). Th e following hypothesis is 
proposed:

H2: Social value will have a signifi cant and a 
positive impact on behavioural intention towards 
the purchase of green appliance products.

2.2.3 Perceived behavioural control 
Perceived behavioural control assumes that 
people who believe they do not have the means or 
chance to perform a given behaviour are less likely 
to have solid behavioural intentions, regardless of 
their positive attitude (Ajzen, 1991). However, 
the reverse is true. A number of authors have 
illustrated how perceived behavioural control is 
signifi cantly linked with intention and adoption 
behaviour in a number of study contexts, such 
as recycling (Yeow, Dean & Tucker, 2014) and 
sustainability (Albayrak, Aksoy & Caber, 2013). 
Th ese studies suggest that behavioural control will 
enhance consumers’ behavioural intention and 
adoption behaviour of green appliance products. 
It is therefore hypothesised that:

H3: Perceived behavioural control will have a 
signifi cant and a positive impact on behavioural 

FIGURE 1: CONCEPTUAL MODEL FOR THE STUDY
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intention towards the purchase of green appliance 
products.

H4: Perceived behavioural control will have 
signifi cant and a positive infl uence on adoption 
behaviour towards the purchase of green 
appliance products.

2.2.4 Behavioural intention 
Behavioural intention refers to the individual’s 
readiness to perform a given behaviour (Bagozzi, 
1981; Hassan, 2014). It is further stated that 
purchase intention is the probability of buying a 
product whereas green purchase intention is the 
consumers’ tendency to buy a product because 
of health and environmental reasons (Chen & 
Chang, 2012). Th e more favourable the attitude 
towards the behaviour, the more favourable the 
subjective norm and the greater the perceived 
behavioural control, then the stronger the 
individual’s intention to perform that behaviour. 
Ajzen (1991) found behavioural intention to be an 
important determinant of purchase behaviour as 
it refers to the motivational factors that positively 
impact on behaviour. Th erefore, the following 
hypothesis will be tested:

H5: Behavioural intention will have a 
signifi cant and positive infl uence on adoption 
behaviour towards the purchase of green 
appliance products.

3. RESEARCH METHODOLOGY 
3.1 Data collection and sample characteristics 
A face-to-face survey was conducted to test the 
research model. To ensure the quality of the 
responses, a covering letter presenting the study’s 
purpose was included in the questionnaire. Th e 
population comprised of black middle class 
consumers who were aware of green appliances, 
were either users or non-users of green appliances 
and were living in the Gauteng province of South 
Africa. Th e Gauteng province was selected 
because more than 66% of the black middle class 
resides in this area, which is also considered the 
economic hub of South Africa (UCT Unilever 
Institute of Strategic Marketing, 2013). A two-
stage probability sampling method was used. 
Th e fi rst stage involved dividing the Gauteng 
black middle class according to the strata (areas 
or suburbs) where they were located. Once the 

strata were identifi ed, the second stage involved 
using a simple random sampling technique to 
draw the sample elements from the population. 
Th is approach improved sampling effi  ciency by 
increasing accuracy without increasing the cost 
of sampling (Saunders, Lewis & Th ornhill, 2016).

Th e participants were asked a pre-screening 
question to assess if they were aware of green 
appliances and if they had purchased or recently 
utilised green appliances. Th is was to ensure that 
the respondents would be able to address the study 
questions. An aggregate of 500 questionnaires 
was administered and 500 valid questionnaires 
were acquired, yielding a response rate of 100%. 
Th is is well over the 60% response rate suggested 
by Babbie and Mouton (2008). Participants were 
advised of respondent confi dentiality and that 
participation was completely voluntary.

3.2 Measurement instrument 
Th e questionnaire included two sections. Section A 
gathered statistical data on the respondents while 
Section B contained 63 items which investigated 
the predictors infl uencing consumers’ green 
appliance purchase behaviour. Th e measurement 
of items was evaluated using a fi ve-point Likert 
scale ranging from 1 = ‘strongly disagree’ to 5 
= ‘strongly agree’. Items from the questionnaire 
were adapted from the following sources: social 
value (Lorek & Fuchs, 2013), attitudes (Zhao et 
al., 2013), perceived behavioural control (Moser, 
2015), behavioural intention (Wu and Chen, 
2014) and adoption behaviour (Kim, Njite & 
Hancera, 2013; Ha & Janda, 2012).

Smart PLS3 soft ware was employed to represent 
and test the model. Partial least squares structural 
equation modelling (PLS-SEM), also known as 
variance-based SEM, allows the use of variance-
based structural-equation modelling instead 
of a covariance-based SEM method. It is also 
less restrictive than other soft ware in terms of 
sample size, distributional assumption and model 
complexity (Hair, Ringle & Sarstedt, 2013). 
Th erefore, it is highly recommended in studies 
relating to marketing and consumer behaviour 
(Henseler, Ringle & Sarstedt, 2012) and its use is 
expanding in marketing (Hair, Ringle & Sarstedt, 
2011) and information systems research (Garson, 
2016).
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Th e PLS-SEM was deemed appropriate for the 
analysis of the results as it has been recommended 
for studies of a predictive nature as well as for 
complex cause-eff ect relationship models (Hair, 
Hult, Ringle & Sarstedt, 2017). Because this study 
focuses primarily on predicting behavioural 

intentions and adoption behaviour of green 
appliances, it was deemed appropriate to use 
PLSSEM. Th e PLS-SEM was analysed in two 
stages. Firstly, the outer measurement model was 
analysed to confi rm whether it was valid and 
reliable. Secondly, the inner structural model was 

TABLE 1: RESPONDENT PROFILE 

Frequency Valid percentage
GENDER
Male 231 46.2
Female 269 53.8
Total 500 100.0
AGE CATEGORY
18-25 50 10.0
26-35 75 15.0
36-45 125 25.0
46-55 100 20.0
56-60 100 20.0
61+ 50 10.0
Total 500 100.0
LEVEL OF EDUCATION
Below high school 45 9.0
High school 94 18.8
Diploma 202 40.4
Degree 144 28.8
Master’s degree 14 2.8
Doctoral degree 1 0.2
Total 500 100.0 
JOB STATUS 
Student 13 2.6
Unemployed 55 11.0
Work part-time 189 37.8
Work full-time 225 45.0
Retired 18 3.6
Total 500 100.0
MONTHLY INCOME
No income 2 0.4
Less than R6 999 25 5.0
R7 000-R14 999 31 6.2
R15 000-R24 999 336 67.2
R25 000-R49 999 106 21.2
Total 500 100.0
ETHNIC GROUP
Black 500 100.0
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evaluated by estimating the statistical signifi cance 
paths between the constructs by t-statistic and 
p-values (Hair et al., 2017). Th is was done using 
the bootstrapping option (5 000 resample), 
followed by the assessment of the coeffi  cient of 
determination.

4. RESULTS 
4.1 Respondent profi le 
Th e statistical profi le of the respondents 
incorporated gender, age, educational level, 

job (employment) status, monthly salary and 
ethnicity, as displayed in Table 1.

Th e results show that 231 (46.2%) respondents 
were males while 269 (53.8%) were females.

Up to 80% were within the working age of 26-60 
years, compared to the 10% who were between 
18-25 years old and were mostly university 
students. Having up to 80% of the respondents 
within the working age bracket predicts their 

TABLE 2: CONVERGENT VALIDITY 

Construct Item Factor 
loading 

Cronbach’s 
alpha

Composite 
reliability 

Average 
variance 
extracted

Attitude 0.891 0.932 0.821
 AT1 0.902

AT3 0.907
AT6 0.911

Social value 0.925 0.953 0.87
SV1 0.931
SV2 0.950
SV4 0.918

Perceived behaviour 
control 0.928 0.943 0.736

PB1 0.854
PB2 0.875
PB3 0.875
PB4 0.874
PB5 0.887
PB6 0.776

Behavioural 
intention 0.93 0.95 0.827

BI1 0.920
BI2 0.919
BI3 0.904
BI4 0.895

Adoption behaviour 0.93 0.945 0.74
AB1 0.848
AB2 0.889
AB3 0.822
AB4 0.870
AB5 0.829
AB6 0.902
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capability of buying a green appliance. Th is was 
refl ected by 88.4% of respondents who disclosed 
that they received a monthly income of between 
R15 000 – R49 999. Earning this level of income 
was made possible by the fact that up to 90.8% 
of the respondents had between a high school 
qualifi cation to a Master’s degree. With this level 
of education, the awareness and use of green 
appliances was probably made possible.

4.2 Th e measurement model 
In this study, structural equation modelling 
techniques, with the aid of the SmartPLS version 
3.2.7 soft ware, were used to assess the conceptual 
model proposed for the study. Following the two-
step approach recommended by Anderson and 
Gerbing (1988), the measurement model was fi rst 
assessed to determine reliability and validity, and 
subsequently, the structural model was assessed to 
test the hypotheses and the variance explained in 
the outcome variable. Th e reliability and validity 
results for the measurement model were found to 
be satisfactory. As indicated in Table 2, the factor 
loadings, Cronbach’s alpha, composite reliability 
and average variance extracted all met the 
recommended thresholds of 0.70, 0.70, 0.70 and 
0.50 respectively (Hair et al., 2017), thus ensuring 

the quality of the measurement instrument.

To assess the discriminant validity, Fornell-
Larcker’s (1981) criterion was used. It is evident 
from Table 3 that each construct was truly distinct, 
both in terms of how much it correlated with 
other constructs and how distinctly indicators 
represented only this single construct (Garson, 
2016; Hair et al., 2017).

Table 3 shows that each construct shared more 
variance with its own block of indicators (Hair et 
al., 2017), supporting the adequate discriminant 
validity of the measurement scales.

4.3 Structural model analysis 
Aft er confi rming the validity of the measurement 
model, the structural model was assessed to test 
the hypotheses proposed for the study. Figure 2 
shows graphically, all path coeffi  cients and their 
signifi cance. Table 4 summarises the structural 
model path coeffi  cients, t-values, p-values and the 
hypotheses proposed in this study.

Th e results in Table 4 support H1 (attitudes 
and behavioural intention), H2 (social value 
and behavioural intention), H3 (perceived 

TABLE 3: DISCRIMINANT VALIDITY

1 2 3 4 5
1 Adoption behaviour 0.860
2 Attitude 0.433 0.898
3 Behavioural intention 0.486 0.893 0.909

4 Perceived behavioural 
control 0.390 0.870 0.873 0.858

5 Social value 0.435 0.717 0.714 0.788 0.931

TABLE 4: SUMMARY OF STRUCTURAL MODEL ANALYSIS

Original 
Sample* P Values T Statistics Result

Attitude -> Behavioural intention H1 0.511 0.000 7.833 Supported
Social Value -> Behavioural intention H2 0.096 0.000 2.581 Supported
Perceived behavioural control -> 
Behavioural intention H3 0.355 0.131 5.795 Supported

Perceived behavioural control -> 
Adoption behaviour H4 -0.146 0.000 1.511 Not 

supported
Behavioural intention -> Adoption 
behaviour H5 0.614 0.010 6.011 Supported

* Total eff ects
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behavioural control and behavioural intention) 
and H5 (behavioural intention and adoption 
behaviour). All hypotheses were thus supported 
except for H4 (perceived behavioural control and 
adoption behaviour), which was found to be not 
signifi cant. Th e results suggest that perceived 
behavioural control does not positively infl uence 
adoption behaviour towards green appliances.

Th e fi rst hypothesis (H1) predicted that there 
would be a positive relationship between attitude 
and behavioural intention. Th e results revealed 
that attitude exerts a signifi cant infl uence on the 
behavioural intention of South African black 
middle class consumers towards green appliance 
purchase (path coeffi  cient = 0.511, t-value = 
7.833, p < 0.000). Th us, H1 was supported. Th e 
results are aligned with those of Chekima, Wafa, 
Igau Chekima and Sondoh (2016) who maintain 
that attitude and green purchase intention are 
positively related.

Th e second hypothesis (H2) posited that there 
would be a positive relationship between social 
value and behavioural intention. Th e results 

indicate a signifi cant relationship between social 
value and behavioural intention (path coeffi  cient 
= 0.096; t – value = 2,581; p < 0.000), implying 
that H2 was supported by the data. Th is fi nding 
is consistent with a vast number of studies that 
have found that social pressure encourages 
consumers to purchase green products and is one 
of the dominant factors infl uencing behavioural 
intention and subsequent sustainable purchase 
and consumption (Lorek & Fuchs, 2013; Ritter et 
al., 2015).

Th e third hypothesis (H3) proposed that there 
would be a positive relationship between perceived 
behavioural control and behavioural intention. 
Th e results show a signifi cant relationship between 
perceived behavioural control and behavioural 
intention (path coeffi  cient = 0.355, t-value = 5.795, 
p < 0.131). Th us, H3 was supported. Th is fi nding 
is in line with the study of Wang, Liu and Qi 
(2014) who found perceived behavioural control 
to positively aff ect consumers’ green purchase 
intention. Moreover, if consumers believe that 
they are able to perform a particular behaviour, 

FIGURE 2: STRUCTURAL MODEL WITH PATH COEFFICIENTS AND PATH SIGNIFICANCE

*Th is study considers the value of p=0.05 to be the limit in judging whether the relationship is 
considered to be signifi cant or not. Th is is based on 5 000 bootstrap samples.
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they will be more willing to do so (Kim & Chung, 
2011).

Th e fourth hypothesis (H4) posited that there 
would be a positive relationship between perceived 
behavioural control and adoption behaviour. Th e 
results found no signifi cant relationship between 
perceived behavioural control and adoption 
behaviour (path coeffi  cient = -0.146, t-value = 
1.511, p < 0.000). Th us, H4 was not supported. 
Th is is in contrast to Wang et al. (2014) who found 
perceived behavioural control to positively aff ect 
consumers’ green purchase intention and actual 
purchase behaviour. Th e result of this study is 
therefore inconsistent with Wang et al. (2014) as 
well as the Th eory of Planned Behaviour, which 
holds that perceived behavioural control has a 
positive infl uence on adoption behaviour (Ajzen 
1991). Th is fi nding could suggest that South 
African black middle class consumers have lower 
levels of volitional control over themselves while 
making decisions regarding actual purchase/
adoption of green appliances.

Th e fi ft h hypothesis (H5) assumed that there 
would be a positive relationship between 
behavioural intention and adoption behaviour. 
As predicted, the results revealed strong evidence 

of a signifi cant relationship between behavioural 
intention and adoption behaviour (path 
coeffi  cient = 0.614, t-value = 6.011, p < 0.010. 
H5 was therefore supported. Th is fi nding echoes 
the fi ndings of previous studies which found 
that consumers with the intention to purchase 
products display greater concrete purchasing 
prevalence as opposed to consumers who have 
no intention of making a purchase (Bischoff  & 
Liebenberg, 2016; Cheung, Lam & Lau, 2015). 
Agyeman (2014) further concludes that purchase 
intention refl ects what customers expect to 
purchase.

Figure 3 presents the evaluation of coeffi  cient 
of determination, also called R square (R2). Th e 
coeffi  cient of determination is a measure of the 
model’s predictive accuracy and gives the amount 
of explained variance for each endogenous latent 
variable (Chin, 1998). Th e R2 values ranged from 
0 to 1, with the higher values indicating greater 
levels of predictive accuracy (Hair et al., 2017). 
Th e range for acceptable R2 depends on the type of 
study. For consumer behaviour studies, values of 
0.20 are considered high. For marketing studies, 
Henseler et al. (2012) indicate that values of 0.67, 
0.33 and 0.19 can be described as substantial, 
moderate and weak.

FIGURE 3: STRUCTURAL MODEL WITH PATH COEFFICIENTS AND VALUES 
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Th e endogenous latent variables show the R2 
value of the behavioural intention construct to 
be 0.834, which indicates a substantial level of 
predictive accuracy. Th e R2 value of adoption 
behaviour was 0.242, which indicates a moderate 
to weaker level of predictive accuracy. Since this 
study is based on consumer behaviour, however, 
the range of R2 values in this structural model 
of 0.242 to 0.834 refl ected a model with a strong 
predictive accuracy.

5. DISCUSSION 
Th e main aim of this study was to identify the 
key predictors that infl uence the green appliance 
behaviour of South African black middle class 
consumers. Th is study contributes to existing 
literature by examining green purchase behaviour 
using the TPB. It further contributes by identifying 
and confi rming the specifi c constructs that have 
signifi cant eff ects on behavioural intention, and 
ultimately, the adoption of green appliances in 
the context of the South African black middle 
class. Th e structural equation modelling using 
the partial least squares approach was used 
to determine the predictive infl uence of the 
variables. Th e results demonstrate that four out 
of the fi ve variables predicted consumers’ green 
appliance purchase behaviour.

Th e fi ndings of the study support prior studies that 
have found attitudes, social value and perceived 
behavioural control to have a positive infl uence 
on behavioural intention. Th is could be on the 
grounds that people who have a positive attitude 
are bound to engage in sustainable behaviour 
such as green purchase intention and that when 
consumers rationally evaluate the benefi ts of 
green purchasing activities, they consider how 
their eff orts can make a diff erence to nature 
and society (Kozar & Cornell, 2013; Wang et al., 
2014). Th e results also indicated that perceived 
behavioural control did not have an infl uence 
on adoption behaviour, which could imply 
that consumers have lower levels of volitional 
control over themselves while taking decisions 
on actual purchase/adoption of green appliances. 
Th e hypothesis that behavioural intention has 
an infl uence on adoptionl behaviour was thus 
supported. Th ese fi ndings confi rm those of 
Bischof and Liebenberg (2016), who suggest 
that consumers with the intention to buy a 

product show more prominent and solid buying 
pervasiveness as opposed to consumers who 
show no intention of making a purchase.

6. MANAGERIAL IMPLICATIONS 
Based on the fi ndings of this study, companies 
selling green appliances should enhance 
consumers’ attitudes toward green products by 
creating awareness of these products and how 
they sustain the environment. Companies should 
also consider creative ways of highlighting 
environmental issues and then showing how 
their products alleviate these problems. Th is will 
bolster the image of the company and attract the 
large, profi table black middle class. Th is is because 
the greater the availability and accessibility of 
green products in this market, the greater the 
likelihood that consumers will purchase them. 
Th e results further show that the opinions of peers 
and experts on green products can infl uence the 
behavioral intention of consumers. Positive word-
of-mouth marketing will thus drive consumers to 
purchase green products. Understanding how the 
South African black middle class responds to key 
predictors of green appliance purchase behaviour 
will enable marketers to develop customised 
strategies based on these factors.

7. CONCLUSION AND 
RECOMMENDATIONS 
Th is study contributes to literature on green 
consumer behaviour by using the Th eory of 
Planned Behaviour (Ajzen, 1991). Th is was done 
to identify the key predictors of green appliance 
purchase intention and adoption. From the 
proposed predictors, attitudes, social value and 
perceived behavioural control were found to be 
relevant predictors of behavioural intention while 
behavioural intention was found to be a signifi cant 
predictor of adoption behaviour. Th e results also 
confi rm that the TPB as a research framework is 
useful in explaining consumers’ green behaviour. 
Th is is because the model was able to explain 
83.4% of the variance in behavioural intention 
and 24.2% of the variance in behaviour/adoption 
behaviour. Th is can be considered a good result in 
the fi eld of consumer behaviour.

Th e study had some limitations which could be 
addressed in future research. Firstly, the sample 
was drawn from only one province and only one 
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race was considered. For the results to be more 
generalisable, the study could be broadened to 
include a larger sample covering the various 
provinces and cities and include all the races 
found in South Africa. Secondly, the study was 
cross-sectional in nature; future research could 
employ a longitudinal design to investigate the 
drivers and barriers of green purchase behaviour 
in the South African black middle class over 
time. Such a study could incorporate other 
variables such as cultural values and beliefs to 
gain deeper insights into the behaviour of this 
market segment. Moreover, a longitudinal study 
would more accurately refl ect whether purchase 
intention leads to actual purchase or adoption 
behaviour.
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ABSTRACT 
Th e primary objective of this paper is to determine 
whether luxury fashion customers diff er in terms 
of the customer value dimensions based on 
diff erent demographic characteristics. Th e role of 
the following demographic characteristics, namely 
gender, age group, marital status, highest level of 
education, employment status and household 
income per month aft er tax, in infl uencing 
customer value dimensions are investigated. Th e 
customer value dimensions include merchandise 
value, sacrifi ce value, social value, reputational 
value, service value, technology value, store 
value, experience value, status value, expressive 
value and relationship value. Th e research design 
is quantitative and descriptive in nature. Non-
probability sampling techniques were used in the 
form of convenience sampling. An interview-
administered survey was used to collect data 
from respondents. An independent-sample t-test 
and one-way ANOVA was used for hypotheses 
testing. Th ere were signifi cant diff erences between 
the demographic characteristics and some of the 
customer value dimensions. All the hypotheses of 
this paper are therefore partially accepted because 
there are only diff erences in terms of some of the 
customer value dimensions.

Key words: South Africa, luxury fashion retail-
ing, demographics, customer value dimensions
 
INTRODUCTION 
Th e fashion retail industry, of which luxury fashion 
retailing is a constituent, is an integral part of the 
South African economy. Th e clothing industry is 
the third largest contributor to overall retail sales 
in South Africa, contributing 10 percent of the 
total income in the retail industry during 2017 
(Statistics South Africa, 2017:2). Th e fashion retail 
industry is facing a new paradigm where they 
have to be nimble, think digital-fi rst and achieve 
ever-faster speed to the market. Growth for 2019 

is predicted at 3.5 to 4.5 percent, lower that the 5 
percent of 2018 (McKinsey & Company, 2019:7). 
Th e industry is facing pessimism stemming from 
volatility, uncertainty and the possibility of a 
global economic slowdown (Lodestar Marketing 
Research, 2015:5). Industry trends include shorter 
cycles, price defl ation, diversifying and changes 
in demographics due to the fragmented nature of 
its customers (Datamonitor, 2015:14). Th erefore, 
delivering value to its fragmented customers, with 
an understanding of the role of demographics are 
increasingly important to luxury fashion retailers 
(Wiedemann, Hennings & Siebels, 2009:627).

International luxury brands have fl ooded the 
African market due to the exponential growth 
in the middle-class. It is expected that the 
middle-class will represent 42 percent of the 
African population by 2060 (Lodestar Marketing 
Research, 2015:6). Th e African market is viewed 
as unpenetrated with regards to luxury goods, 
with Morocco and South Africa as the region’s 
luxury oasis. Luxury retail sales are expected 
to grow by 31 percent in 2019 (Datamonitor, 
2015:16; Lodestar Marketing Research, 2015:4). 
In South Africa, luxury fashion consumers are 
diverse but biased towards women, between the 
ages of 40 and 50 (Deloitte, 2018:6). However, it 
is predicted that Millennials will have a greater 
impact on the sales and marketing of luxury 
fashion (Deloitte, 2018:6; Lodestar Marketing 
Research, 2015:5). In order to utilise the growth 
opportunity within the luxury fashion market, 
it is important for luxury fashion retailers to 
understand the impact of demographics on the 
sales and positioning practices of their products 
and services. Furthermore, to succeed in this 
fragmented market, luxury fashion retailers 
must become adept not just at providing 
quality products, but also at providing value to 
their customers (Chahal & Kumari, 2012:168; 
Helkkula, Kelleher & Pihlström, 2012:59).
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Th e concept of customer value has developed 
through research from a simplistic ratio of quality 
and price approach (Gale, 1994:xiv), to a rich 
description of perceived benefi ts and sacrifi ces/
costs (Li & Petrick, 2010:202; Rintamäki, Kanto, 
Kuusela & Spence, 2006:9). Customer value 
refers to a customer’s judgement of diff erent 
products and/or services within specifi c shopping 
situations (Ryu, Lee, & Kim, 2012:205; Gallarza 
& Saura, 2006:439; Rintamäki et al., 2006:9). 
Customer value also varies depending on the 
types of products and/or services, as well as 
personal characteristics of customers (Lee, 
Kim, Ko, & Sagas, 2011:56; Zeithaml, 1988:14). 
Customer value is a multi-dimensional, complex 
and dynamic concept (Sparks, Butcher & Bradley, 
2008:99; Jensen & Hansen, 2007:603; Cottet, 
Litchtlé & Plichon, 2006:221). Customer value is 
of managerial interest to luxury fashion retailers, 
as these retailers need to identify the dimensions 
they should focus on to increase the value they are 
delivering to their customers in order to obtain 
or retain a sustainable competitive advantage 
(Chang & Dibb, 2012:258; Boksberger & Melsen, 
2011:231; Kerin, Hartley & Rudelius, 2011:10). 
For the purpose of this paper, 11 customer value 
dimensions were identifi ed from the literature 
that are viewed favourably by luxury fashion 
customers, namely merchandise value, sacrifi ce 
value, social value, reputational value, service 
value, technology value, store value, experience 
value, status value, expressive value and 
relationship value. With the changing profi le of 
the luxury fashion customer (Lodestar Marketing 
Research, 2015:5), the challenge exists for luxury 
fashion retailers to determine how demographics 
can infl uence the respective customer value 
dimensions.

Demographics provide physical attributes of 
customers that are easily observable. It focusses 
on who buys products and services (Sung & Jeon, 
2009:80). Marketing success oft en depends on 
harmonising product attributes with customer 
value when applied through segmentation and 
positioning strategies. Businesses combining 
demographic characteristics with customer 
value have an even greater prospect of success 
(Cleveland, Papadopoulos & Laroche, 2011:245). 
In a highly fragmented, luxury fashion market, 
fashion retailers have a responsibility to 

understand the role that demographics play with 
regards to customer value dimensions. Th is will 
assist them to develop positioning strategies 
that refl ect which customer value dimension is 
relevant to which demographic characteristic of 
their customers.

PROBLEM INVESTIGATED 
Th e global fashion industry is rapidly changing 
in terms of economic growth and customer 
preferences (McKinsey & Company, 2019:7). A 
growth of 3.5 to 4.5 percent is predicted for 2019, 
which is lower than 2018, but with pockets of 
optimism in the premium and luxury segments 
(Deloitte, 2018:4). Dealing with volatility, 
uncertainty, changing customer profi les and 
shift s in the global economy are some of the 
major challenges faced by the fashion industry 
in 2019 (McKinsey & Company, 2019:12). 
Furthermore, the luxury fashion industry is 
currently facing varying economic trends, rapid 
digital transformation and customer preferences 
strongly driven by demographic factors 
(Deloitte, 2018:5). Th e luxury fashion industry’s 
growth and profi tability have underperformed, 
partly because of not adapting to the changed 
demographics of its customers (Deloitte, 
2018:6). Furthermore, emerging markets’ 
customers, including South Africa, are displaying 
consumption patterns that are diff erent from 
their developed nation counterparts (Roy, Jain & 
Matta, 2018:50). Marketing success oft en depends 
on harmonising product attributes, customer 
value and demographics, especially when applied 
through segmentation and positioning strategies 
(Cleveland et al., 2011:245). Th erefore, businesses 
such as luxury fashion retailers, that are able to 
off er diff ering demographics superior value can 
gain a competitive advantage (Kursunluoglo, 
2014:529; Kitapci, Dortyol, Yaman & Gulmez, 
2013:243).

Although the luxury fashion retail sector is a 
major contributor to the South African economy, 
it is experiencing high levels of competition 
(Statistics South Africa, 2017:20). Since South 
Africa is also considered the region’s luxury 
oasis with a predicted growth in sales, it further 
contributes to the competitive nature of this 
market (Deloitte, 2018:8). Previous research 
indicates that it is important for businesses such 
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as luxury fashion retailers, to harmonise product 
attributes, customer value and demographics 
to achieve marketing success (Cleveland et al., 
2011:245). Furthermore, due to the fact that 
the luxury fashion industry is facing changing 
customer preferences strongly driven by 
demographics (Deloitte, 2018:5), luxury fashion 
retailers need to understand the relationship 
between demographics and customer value, with 
specifi c reference to customer value dimensions. 
It will be of value to luxury fashion retailers to 
determine if and where signifi cant diff erences 
exist between the diff erent customer value 
dimensions and diff erent demographic profi les. 
Th is understanding will assist luxury fashion 
retailers to suitably segment their customers as 
well as develop appropriate positioning strategies.

Previous studies investigating demographics and 
fashion focussed mainly on female customers 
(Sethuraman & Saran, 2016:427). Th e majority 
of studies are also in developed markets, which 
are more stagnant in terms of growth. Limited 
research has been done in developing countries 
such as South Africa, which has shown a 
favourable increase in demand for luxury fashion 
(Sethuraman & Saran, 2016:428). In summary, 
the primary objective of this paper is to determine 
whether South African luxury fashion customers 
diff er in terms of the customer value dimensions 
based on diff erent demographic characteristics.

RESEARCH OBJECTIVES AND 
HYPOTHESES 
Th e primary research objective of this paper is 
to determine whether luxury fashion consumers 
diff er in terms of the customer value dimensions 
based on diff erent demographic characteristics.

Th e following secondary research objectives have 
been identifi ed, namely:

• To report on the demographic profi le of the 
respondents of the study

• To uncover signifi cant diff erences between 
the demographic characteristics of luxury 
fashion customers and the customer value 
dimensions.

Furthermore, the following hypotheses have been 
formulated for this paper:

H1: Luxury fashion customers diff er in terms of 
the customer value dimensions with regards to 
gender.

H2: Luxury fashion customers diff er in terms of 
the customer value dimensions with regards to 
age group.

H3: Luxury fashion customers diff er in terms of 
the customer value dimensions with regards to 
marital status.

H4: Luxury fashion customers diff er in terms of 
the customer value dimensions with regards to 
the highest completed level of education.

H5: Luxury fashion customers diff er in terms of 
the customer value dimensions with regards to 
employment status.

H6: Luxury fashion customers diff er in terms of 
the customer value dimensions with regards to 
household income per month, aft er tax.

LITERATURE REVIEW 
Luxury fashion 
Th e fashion retail industry is divided into fi ve 
merchandise categories, namely haute couture, 
luxury, aff ordable luxury, mainstream and 
discount (Rantisi, 2011:260; Bridson & Evans, 
2004:404). In recent years luxury fashion has 
expanded into the ready-to-wear aff ordable 
luxury market. Aff ordable luxury is a merchandise 
category that focuses on providing high-end 
merchandise at a lower price in order to attract 
middle-class customers. Coach (COH) takes 
advantage of the idea of aff ordable luxury, selling 
bags that cost $138 and $1900 side-by-side. Tiff any 
(TIF) has entered the aff ordable luxury market 
by off ering a relatively inexpensive collection 
featuring $200 silver earrings alongside $50 000 
brooches. Chanel off ers lower-priced items such 
as sunglasses and cosmetics. Th ese “aspirational” 
shoppers form the backbone of the aff ordable 
luxury market (Deloitte, 2018:15). Moore and 
Doherty (2007:76) defi ne luxury fashion retailers 
as businesses that distribute clothing, accessories 
and other lifestyle products, which are:

• exclusively designed and/or manufactured 
by/or for the retailer; 
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• exclusively branded with a recognised logo or 
some other identifying device; 

• perceived to be of a superior design, quality 
and craft smanship;

• priced signifi cantly higher than the market 
norm; and

• sold within prestigious retail settings. 
For the purpose of this paper, luxury fashion 
retailers are defi ned as those who sell exclusively 
branded clothing, footwear or accessories. Th ey 
also sell it at signifi cantly higher prices and make 
it available at their own identifi able retail store 
area (such as Gucci) in an upper-class shopping 
mall (such as Sandton City and Melrose Arch).

Th ere are several factors shaping the future of the 
global luxury industry. One of the major factors is 
that the total sales of luxury fashion and footwear 
in Europe and North America has declined 
by more than 50 percent of the global market 
in 2018, while the sales in emerging markets, 
which includes South Africa, are predicted to 
rise above 50 percent (Deloitte, 2018:5). Th e 
inclusion of South Africa in 2010 into the BRIC 
markets opened new opportunities for luxury 
brands and specifi cally luxury fashion brands. 
South Africa is seen as the gateway for Africa, 
where there is potential for sales growth in the 
luxury fashion market (Luxurysociety, 2011). In 
comparison with markets like China or India, 
the numbers in South Africa are still relatively 
modest, but there are opportunities for luxury 
fashion brands to expand their markets even 
further into the relatively untapped African 
continent (Luxurysociety, 2011). Luxury goods 
retail sales in Africa reached $4 billion in 2014 
and the market is estimated to expand by 31.2 
percent by 2019. Africa has approximately 50 
directly-operated, global, single-brand stores and 
South Africa is viewed as the region’s luxury oasis 
with 80 percent of the luxury monobrand stores 
operating within its borders (Lodestar Marketing 
Research, 2015:8). South Africa has an advantage 
over other African markets due to its well-
established and sophisticated retail environment. 
Th is furthermore underlines the importance of 
non-western markets, such as South Africa, for 
the luxury fashion industry (Deloitte, 2018:6).

A further factor shaping the luxury industry 
is their diffi  culty in adjusting to changes in the 
demographics of their target market (Deloitte, 
2018:6). Th e global luxury industry has failed to 
recognise the increasing purchasing power of the 
millennials. It is predicted that the millennials 
and Generation Z will represent more than 40 
percent of the global luxury market by 2025 
(Deloitte, 2018:6). Th e luxury fashion market 
is driven by the growing middle-class as well as 
women who are becoming more actively involved 
in the economy with high-earning employment 
(Lodestar Marketing Research, 2015:5). In South 
Africa, the luxury fashion consumer is relatively 
diverse, but biased towards females aged between 
30 and 50 and African. Forecasters, furthermore, 
predict the increasing impact of millennials on 
marketing and positioning strategies within the 
South African luxury fashion industry (Lodestar 
Marketing Research, 2015:6).

Since South Africa is considered the region’s 
luxury oasis with a predicted growth in sales, 
the market is very competitive. Because of the 
unique nature of luxury fashion retailing, with 
customers expecting strong brand heritage, 
quality and personal service, retailers are faced 
with the challenge of providing customer value to 
compensate for their high prices (Deloitte, 2018:8; 
Grail, 2009; Levy & Weitz, 2009:133; Sweeney & 
Soutar, 2001:206). Th e increased competition 
between diff erent luxury fashion retailers for the 
share of wallet of customers, is forcing luxury 
fashion retailers to provide products and services 
that present value to their customers (Cottet et 
al., 2006:220; Wachter, 2000:121).

Customer value 
Customer value is important to businesses, 
as it is a source of competitive advantage and 
the importance of superior customer value is 
recognised in most business strategy models. 
It also infl uences the degree of satisfaction/
dissatisfaction experienced by customers 
(Curvelo, Watanabe & Alfi nito, 2019:200; 
Helkkula et al., 2012:59; Rintamäki et al., 
2006:6). Customer value is an abstract concept 
that is context specifi c (Yang, Buavaraporn & 
Punnakitikashem, 2018:154; Nsairi, 2012:679; 
Al-Sabbahy, Ekinci & Riley, 2004a:427; Patterson 
& Spreng, 1997:416). Some authors classify it as 
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a fl uid concept with ambiguous interpretations 
(Jensen, 1996; Zeithaml & Bitner, 1996). Th e 
literature off ers various defi nitions of customer 
value (Curvelo et al., 2019:201; Marbach, Lages 
& Nunan, 2016:505; Woodall, 2003: 21; Sweeney 
& Soutar, 2001:205; Woodruff , 1997:143; Gale, 
1994:53; Anderson, Jain & Chingagunta, 1993:5; 
Monroe, 1991:233; Zeithaml, 1988:17). Customer 
value varies between customers and shopping 
contexts because it involves customers portraying 
diff erent preferences among products and/or 
services (Tynan, McKechnie & Chhuon, 2009:3). 
Customer value therefore refers to a customer’s 
judgement of diff erent products and/or services 
within specifi c shopping situations (Hameda, 
2018:712; Ryu et al., 2012:205; Gallarza & Saura, 
2006:439; Rintamäki et al., 2006:9). Customer 
value thus varies depending on the types of 
products and/or services, as well as personal 
characteristics of customers (Roy, Sethuraman 
& Saran, 2016:430; Lee et al., 2011:56; Zeithaml, 
1988:14).

Many authors have acknowledged that it is 
diffi  cult to defi ne customer value because of 
its ambiguity and the fact that it is a dynamic 
concept that evolves over time (Curvelo et al., 
2019:201; Hameda, 2018:713; Sparks, Butcher & 
Bradley, 2008:99; Khalifa, 2004:647; Woodruff , 
1997:143). Th e general agreement in the literature 
is that customer value should be determined by 
customer perceptions and not by the business’s 
assumptions and intentions (Hanaysha, 2017:2; 
Khalifa, 2004:647; Woodruff , 1997:143). Over 
time, the concept of customer value has developed 
through research from a simplistic ratio of quality 
and price approach (Gale, 1994:xiv) to a rich 
description of perceived benefi ts and sacrifi ces/
costs (Civelek & Ertemel, 2019:235; Li & Petrick, 
2010:202; Rintamäki et al., 2006:9).

In view of the various defi nitions of customer 
value identifi ed in the literature, customer value 
is defi ned as follows for the purpose of this paper:

Customer value refers to a customer’s overall 
assessment of a product and/or service provided 
by a business based on their perception of the 
benefi ts the customer receives, relative to the 
sacrifi ce the customer has to exert to obtain these 
benefi ts (Civelek & Ertemel, 2019:235; Sparks, 

Butcher & Bradley, 2008:99; Rintamäki et al., 
2006:8; Petrick, 2002:128; Sweeney & Soutar, 
2001:204; Zeithaml, 1988:5; Ravald & Grönroos, 
1996:21).

Customer value dimensions 
Customer value is viewed as a multi-dimensional 
concept from which several customer value 
perspectives have emerged. Authors indicate that 
customer value dimensions change based on the 
perspective or the context investigated (Hamenda, 
2018:712; Sigala, 2010:418; Buchanan-Oliver, 
Brodie & Huang, 2008:5; Cottet et al., 2006:221). 
Th e diff erent perspectives, in essence, are an 
attempt by various authors to clarify this complex 
and dynamic concept in order to determine 
what really constitutes customer value (Curvelo 
et al., 2019:202; Sparks et al., 2008:99; Jensen 
& Hansen, 2007:603; Cottet et al., 2006:221). 
Th ese perspectives of customer value have been 
investigated by a variety of authors in diff erent 
situations and contexts within a variety of 
industries (Curvelo et al., 2019:202; Sparks et al., 
2008:99; Jensen & Hansen, 2007:603; Cottet et al., 
2006:221; Lin, Sher & Shih, 2005:320).

Authors highlight various dimensions of 
customer value, within diff erent studies, depicting 
diff erent products/services consumed in diff erent 
consumption situations/experiences. From all 
the customer value dimensions uncovered in the 
literature, several of these have been considered 
relevant to the luxury fashion retail industry. Th e 
customer value dimensions include, merchandise 
value, sacrifi ce value, social value, reputational 
value, service value, technology value, store 
value, experience value and status value. Other 
customer value dimensions also appeared from 
the focus group discussions conducted during the 
exploratory phase of the study, namely expressive 
value and relationship value. In summary, the 
author ultimately identifi ed 11 dimensions that 
underlie customer value in the luxury fashion 
retail industry; nine dimensions were drawn 
from the literature and two dimensions were 
identifi ed during the exploratory research phase 
of the study. Table 1 presents the 11 dimensions 
of customer value and their defi nitions.

As indicated previously, marketing success 
is dependent on the harmonising of product 
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attributes, customer value and demographics 
through the application of segmentation 
and positioning strategies. Demographic 
characteristics play a prominent role in 
segmentation, combined with customer value 
(Cleveland et al., 2011:247). Th e following section 
discusses demographics and the possible role it 
plays in the customer value dimensions luxury 
fashion retailers could focus on when utilising 
positioning strategies.

Demographics 
Th e luxury fashion industry is rapidly changing; 
new trends are emerging more oft en and at 
a much faster pace (Bruwer & McCutcheon, 
2016:519). One of the major factors shaping the 
luxury fashion industry is the changing profi le 
of the luxury fashion customer, especially from 
developing countries such as South Africa 
(Deloitte, 2018:6; Sethuraman & Saran, 2017:50). 
Demographics provide physical attributes of 

customers that are easily observable and focusses 
on who buys products and services portraying 
buying behaviour (Sung & Jeon, 2009:80).

Various research has been done on the infl uence 
of demographic characteristics, such as age, 
occupation and income on buying behaviour 
of customers (Rehman, Yusoff , Zabri & Ismail, 
2017:408; Khaniwale, 2015:279; Rani, 2014:54; 
Yakup & Jablousk, 2012:63). In order to satisfy 
the segmentation criteria of identifi ability, 
sustainability, accessibility and actionability, four 
of the most common demographic variables used 
are age, gender, income and education (Cleveland 
et al., 2011:247). Th e types of goods and services 
that customers buy change as they age and pass 
through the various lifecycle stages. Younger 
customers are less committed to defi nite patterns 
of buying behaviour and are more open to new 
perspectives and experiences (De Mooij, 2004:54). 
Millennials may not have very high disposable 

TABLE 1: CUSTOMER VALUE DIMENSIONS OF THE LUXURY FASHION RETAIL INDUSTRY

Customer value dimension Defi nition

Merchandise value
A customer’s overall judgement of a retailer’s merchandise based on 
the perceived overall quality compared to the price of the merchandise 
(Chaudhuri & Ligas, 2009:407)

Sacrifi ce value Th e money customers have to give up in order to attain a product/
service (Agarwal & Teas, 2004:244)

Social value
Th e perceived benefi t customers gain when the acquisition and use of 
a product/service strengthen or support their association with certain 
groups/peers (Gounaris, Tzempelikos, & Chatzipanagiotou, 2007:66)

Reputational value Th e prestige or status of a product/service based on the image of the 
retailer (Brengman & Willems, 2009:348)

Service value An individual customer’s assessment of properties by the service 
encounter relative to expectations (Jensen & Hansen, 2007:606)

Technology value Th e overall assessment of the benefi ts gained through the use of 
technology (Pura, 2005:211)

Store value Th e assessment of the benefi ts experienced when a customer engages 
with activities within a retail store (Diep & Sweeney, 2008:401)

Experience value Th e emotional response or joy received when a particular product 
and/or service is purchased (Petrick 2004:402; 2002:123)

Status value
Th e impression given to others, communicating a sense of achievement 
and pride, as well as increasing a sense of self-worth (Sparks et al., 
2008:103)

Expressive value Benefi ts gained from satisfying desires for the expression of customers’ 
self-image or personality (Ko & Sung, 2007:119)

Relationship value Th e value of having a relationship or the value of the commitment of 
both parties (Ravald & Grönroos, 1996:23)
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income but are very brand conscious with high 
spending patterns on luxury fashion brands and 
will be (Deloitte, 2018:6; Fernandes, 2009:80). 
Higher income customers are more inclined to 
purchase expensive, status-enhancing products, 
such as luxury products. Higher education 
levels expose customers to diff erent perspectives 
infl uencing their values and attitudes. Th e 
diff erential eff ect of gender is the most evident 
in research studies (Roy et al., 2016:427; Rani, 
2014:54; Yakup & Jablonsk, 2012:62).

For the purpose of this paper the role of the 
following demographic characteristics, namely 
gender, age group, marital status, highest level 
of education, employment status and household 
income per month aft er tax, in infl uencing 
customer value dimensions, are investigated. 
Previous studies investigating demographics 
within the fashion industry mainly focussed 
on age and gender with limited research done 
on its infl uence on customer value dimensions 
(Rehman et al., 2017:409; Roy et al., 2016:428). 
Th erefore, this paper examines whether luxury 
fashion customers’ demographic characteristics 
diff er in terms of customer value dimensions.

RESEARCH METHODOLOGY 
Th e research design is quantitative and 
descriptive in nature, since the paper describes 
the demographic profi le of luxury fashion 
customers as well as how they diff er in terms of 
their demographic characteristics with regards 
to customer value dimensions. Th e study is 
descriptive, since there is a clear problem 
statement confi rming that the infl uence of 
demographic characteristics on customer value 
dimensions in the luxury fashion industry within 
South Africa remains unclear and unexplored 
(Rehman et al., 2017:409; Roy et al., 2016:428). 
From this problem statement, specifi c hypotheses 
were formulated and the design of the study is 
structured and formal. Th e target population 
included all customers of luxury fashion retailers 
in Gauteng, South Africa. Th e sampling units are 
shopping centres in Gauteng housing the highest 
concentration of luxury fashion retailers. Th e 
sampling elements are customers who shopped at 
luxury fashion retailers within the last year, selected 
at each one of the seven shopping centres selected, 
to complete the questionnaire. Non-probability 

sampling techniques were used in the form of 
convenience sampling because no sample frame 
could be obtained. A shopping mall intercept was 
conducted to interview 700 respondents for the 
study (100 each at the 7 shopping centres). For a 
non-probability sample, as is the case in this paper, 
sample size is determined subjectively through 
using the author’s judgement based on intuition, 
experience, previous studies and the number 
of resources available to the author (Malhotra 
et al., 2012:499; Shiu et al., 2009:462). Based on 
similar studies, the author’s judgement, as well 
as the requirements of using particular statistical 
analysis techniques such as independent-samples 
t-test and one-way ANOVA’s a sample size of 700 
is adequate to ensure accurate fi ndings (Malhotra 
et al., 2012:499).

An interview-administered survey was used 
to collect data from respondents. Structured 
direct questions were used to obtain responses. 
Th e questionnaire investigated the customer 
value dimensions of luxury fashion retailers and 
measured the demographic profi le of luxury 
fashion customers. For the purpose of this paper, 
30 fi eldworkers were selected to administer the 
questionnaires to customers shopping at luxury 
fashion retailers in Gauteng, South Africa.

Fieldworkers interviewed customers of luxury 
fashion retailers outside seven shopping centres 
selected as sampling units (Centurion Mall, 
Clearwater Mall, Cresta, Eastgate, Melrose 
Arch, Menlyn, Sandton City) where luxury 
fashion retailers are located in Gauteng, South 
Africa, based on convenience. Customers were 
intercepted on their way to or from the shopping 
centres (the researcher did not obtain permission 
to interview shoppers inside the shopping 
centres). Fieldworkers approached customers 
at diff erent times of the day and diff erent days 
of the week in order to make the sample more 
representative of the target population concerned 
(Feinberg, Kinnear & Taylor, 2013:238). Data 
were collected in the Gauteng province, since it 
represents the largest concentration of businesses 
as well as population diversity in South Africa.

Th e questionnaire consisted of four sections, 
A, B, C and D. Section A of the questionnaire 
specifi cally measures customer value. Th e 
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statements were asked using non-comparative 
scaling techniques in the form of itemised rating 
scales, namely the Likert scale. Th e Likert scale 
that was used was a seven-point scale with the 
two endpoints being ‘strongly agree’ and ‘strongly 
disagree’ (Malhotra, 2010:209). Statements 
identifi ed in the literature review as well as the 
focus group discussions were adapted, adjusting 
the statement for the high fashion retail context, 
and used to measure the constructs of this paper. 
Statements in questionnaires used in other 
related studies guided the author in the design 
of the multi-item scales (refer to Appendix A for 
the various sources consulted). Section B and C of 
the questionnaire measures customer satisfaction 
and repurchase intention respectively which are 
not part of this paper. Th e fi nal section specifi cally 
focusses on demographic information. Th e 
questionnaire was pretested and analysed by 
external individuals to check for any errors before 
the fi nal draft  was handed out to the sample group 
(Churchill, Brown & Suter, 2010:280). Appendix 
A provide the sources for the scales used in the 
questionnaire.

Reliability and validity are characteristic of 
good measurement and vital in assessing the 
trustworthiness of any research conducted. 
Reliability tests whether the questionnaire will 
measure the same thing more than once and 
result in the same outcome every time. Th e extent 
to which a particular measure is free from both 
systematic and random error indicates the validity 
of the measure (Shiu, Hair, Bush & Ortinau, 
2009:282). Statistical analysis was conducted 
and SPSS, a statistical programme, was used to 
conduct this analysis. Descriptive frequencies 
were analysed. Th ese included frequency, 
percentages, means and standard deviations of 
the sample profi le and statements measuring the 
customer value dimensions. An independent-
samples t-test and the one-way ANOVA was used 
for hypotheses testing (Pallant, 2010:265). For this 
paper a sig. value (2-tailed) p-value of equal to or 
less than 0.05 represents a signifi cant diff erence 
in the mean scores on the dependent variable for 
each of the two groups. If the p-value is above the 
required cut-off  of 0.05, there is not a statistically 
signifi cant diff erence in the mean scores (Pallant, 
2010:242).

RESULTS/FINDINGS 
Distribution of results 
Th e normality of the distribution of the results 
of each scale item was determined in order to 
determine whether parametric or non-parametric 
tests should be used to test the hypotheses 
formulated. Th e distribution of results can be 
considered normal if it exhibits a skewness of less 
than an absolute value of 2.00 and the kurtosis 
of the distribution of less than 7.00 (Malhotra, 
2010:405). All scale items used were within these 
parameters. Based on this fact and the fact that 
the sample size is large (n=620), parametric tests 
were considered suitable for hypotheses testing.

Reliability and validity 
Reliability is defi ned as the similarity between 
results when measuring independent but similar 
elements of the same construct, and validity 
is explained as the extent to which diff erences 
among individuals or groups refl ect true 
diff erences in diff ering situations (Shiu et al., 
2009:282; Churchill et al., 2010:391). Cronbach’s 
Alpha was used to calculate the reliability of the 
measurement sets used in the paper. According 
to Malhotra (2010:319), the Cronbach’s Alpha 
can take on values between 1 and 0, however, the 
closer the value is to 1, the greater the reliability 
of the scale. Furthermore, if the Cronbach’s Alpha 
is less than 0.6, the scale is said to be unreliable 
(Malhotra, 2010:319). Table 2 indicates the 
Cronbach’s Alpha value for the scales measuring 
the 11 customer value dimensions used in this 
paper.

TABLE 2: CRONBACH’S ALPHA COEFFICIENTS 
FOR THE 11 CUSTOMER VALUE DIMENSIONS

Dimension Number of 
statements

Cronbach’s 
alpha 

coeffi  cients
Merchandise 
value 7 0.863

Sacrifi ce value 5 0.861
Social value 7 0.926
Reputational 
value 7 0.887

Service value 9 0.948
Technology 
value 4 0.871

Store value 9 0.922



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

1595

Experience value 6 0.934
Expressive value 7 0.907
Status value 6 0.906
Relationship 
value 6 0.940

It is evident from Table 2 that the Cronbach’s 
Alpha coeffi  cients for the scales measuring all 
11 customer value dimensions are above the 
acceptable point of 0.7, ranging between 0.861 
and 0.948. Th e scales can thus be considered 
reliable measures of the underlying dimensions 
of customer value.

An exploratory factor analysis (EFA) and 
a confi rmatory factor analysis (CFA) were 
conducted to determine discriminant and 
convergent validity, which is a sub-type of 
construct validity. Th e EFA was conducted using 
SPSS to uncover the underlying structure of 
constructs and the CFA using MPlus soft ware to 
confi rm the underlying structure of constructs 
(Shiu, et al., 2009:282). It was conducted to 
identify the customer value dimensions relevant 
to luxury fashion retailers as part of a larger study 
and do not form part of this paper.

Discussion 
Demographic profi le of respondents 
Th e majority of respondents were male 
(50.5%), however, the genders were almost 
evenly represented in the sample with females 
representing 49.5 percent of the sample. Th e 
majority of the respondents were younger than 
25 years of age (45.4%), followed by respondents 
who were between 25 and 34 years of age (33.9%). 
Th e majority of the respondents were single 
(50.2%) and 20.7 percent of them were married. 
Th e majority of the respondents’ highest level 
of completed education was grade 12 (33.4%), 
closely followed by a B-degree (26.5%). Th e 
highest percentage of the respondents was 
employed by an organisation (48.9%), followed 
by students (29.5%). Furthermore, the majority 
of respondents had a household income of less 
than R10 000 per month (28.9%). Th e second 
highest percentage of household income per 
month was 18.7 percent, allotted to the income 
category between R10 001 and R20 000, followed 
by 14.7 percent for the income category between 

R20 001 and R30 000. Th is, together with the age 
of the respondents, is aligned with the literature, 
indicating that millennials are brand-conscious 
with increasingly high spending patterns on 
luxury fashion brands. Th e rest of the income 
categories were fairly equally represented amongst 
respondents.

ACCEPTANCE OR REJECTION OF 
HYPOTHESES 
Th e following section is dedicated to providing 
the results that are related to the hypotheses set 
for the paper.

An independent-samples t-test was used to 
determine whether a signifi cant diff erence exists 
between the customer value dimensions and the 
gender of luxury fashion customers (Hypothesis 
1). In this paper, a sig. value (2-tailed) p-value of 
equal to or less than 0.05 represents a signifi cant 
diff erence in the mean scores on the dependent 
variable for each of the two groups. If the p-value 
is above the required cut-off  of 0.05, there is not 
a statistically signifi cant diff erence in the mean 
scores (Pallant, 2010:242).

Hypothesis 1 
H1: Luxury fashion customers diff er in terms of 
the customer value dimensions with regards to 
gender.

Th ere was a signifi cant diff erence in scores for 
males (mean=5.0850, SD=1.51697) and females 
(mean=4.8264, SD=1.48543; t(616)=2.140, 
p=0.033, two-tailed) in terms of social value only. 
Th ere was no signifi cant diff erence in scores for 
males and females in terms of any of the other 
customer value dimensions. Th e magnitude of the 
diff erence in means (mean diff erence = 0.25856, 
95% CI: 0.02133 to 0.49579) was very small (eta 
squared = 0.007).

Conclusion 1: When it comes to gender, luxury 
fashion customers diff er signifi cantly in terms of 
social value only. Th e hypothesis can therefore be 
partially accepted because there are only diff erences 
in terms of one of the customer value dimensions, 
namely social value.

A one-way, between-groups ANOVA was used 
to determine whether there are signifi cant 
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diff erences in the mean scores of the customer 
value dimensions across the diff erent age groups, 
racial classifi cation, marital status, language 
preferences, completed level of education, 
employment status and household income 
per month, aft er tax, identifi ed in this paper 
(Hypotheses 2 to 6) (Pallant, 2010:250). A sig. value 
p-value of equal to or less than 0.05 represents a 
signifi cant diff erence in the mean scores on the 
dependent variable for each of the two groups. If 
the p-value is above the required cut-off  of 0.05, 
there is not a statistically signifi cant diff erence in 
the mean scores (Pallant, 2010:242).

Hypothesis 2 
H2: Luxury fashion customers diff er in terms of 
the customer value dimensions with regards to 
age group.

As indicated in Table 4 there are signifi cant 
diff erences at the p ≤ 0.05 level in LOT scores 
between the age groups of luxury fashion 
customers and eight of the customer value 
dimensions, namely sacrifi ce value, social value, 
reputational value, service value, experience 
value, expressive value, status value and 
relationship value. Despite reaching statistical 
signifi cance, the actual diff erence in mean scores 
between the groups was quite small. Table 5 
indicates the size eff ect as well as the p-value of 
the Homogeneity of Variance test. According to 
the Homogeneity of Variance test the p-value 
regarding age group is higher than 0.05 for all 
8 of the customer value dimensions. Hence, the 
Scheff e Post-Hoc test is the most appropriate test 
to use (Pallant, 2010:250). Appendix B provides 
an example of the Post-Hoc tests for age groups. 
Table 5 shows the signifi cant diff erences between 
the eight customer value dimensions and the 
diff erent age groups.

Conclusion 2: When it comes to age group, luxury 
fashion customers diff er signifi cantly in terms of 
sacrifi ce value, social value, reputational value, 
service value, expressive value, status value and 
relationship value, with specifi c reference to the 
younger age groups. Th is is line with literature 
which states that Millennials are high spenders 
when it comes to luxury fashion and will represent 
40 percent of the global luxury fashion market 
by 2025 (Deloitte, 2018:6; Fernandes, 2009:80). 

With experience value the respondents showed no 
diff erences between the diff erent age groups. Th e 
hypothesis can, therefore, be partially accepted 
because there are only diff erences in terms of eight 
of the customer value dimensions.

Hypothesis 3 
H3: Luxury fashion customers diff er in terms of 
the customer value dimensions with regards to 
marital status.

According to Table 6 there are signifi cant 
diff erences at the p ≤ 0.05 level in LOT scores 
between the marital status of luxury fashion 
customers and three of the customer value 
dimensions, namely sacrifi ce value, social 
value and reputational value. Despite reaching 
statistical signifi cance, the actual diff erence in 
mean scores between the groups was quite small. 
Th e eff ect size, calculated using eta squared, was 
for sacrifi ce value 0.019; social value 0.020; and 
reputational value 0.025.

According to the Homogeneity of Variance 
test the p-value with regards to marital status is 
higher than 0.05 for all 3 of the customer value 
dimensions. Hence, the Scheff e Post-Hoc test is the 
most appropriate test to use (Pallant, 2010:250). 
According to the Scheff e Post-Hoc test, there is 
no signifi cant diff erence in terms sacrifi ce value 
between any of the marital statuses. With regards 
to social value the mean score for the marital status 
Single (mean=4.779) was signifi cantly diff erent 
from the marital status Married (mean=5.272). 
With regards to reputational value the mean 
score for the marital status Single (mean=5.427) 
was signifi cantly diff erent from the marital status 
Engaged (mean=5.970).

Conclusion 3: When it comes to marital status, 
luxury fashion customers diff er signifi cantly in terms 
of sacrifi ce value, social value and reputational 
value only. However, there are no diff erences 
between the diff erent marital statuses when it comes 
to sacrifi ce value. Social and reputational value are 
viewed diff erently by singles and other respondents 
which are in relationships (Roy et al., 2016:427; 
Rani, 2014:54; Yakup & Jablonsk, 2012:62). Th e 
hypothesis can, therefore, be partially accepted 
because there are only diff erences in terms of three 
of the customer value dimensions.
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Hypothesis 4 
H4: Luxury fashion customers diff er in terms of 
the customer value dimensions with regards to 
the highest completed level of education.

Table 7 shows that there are signifi cant diff erences 
at the p ≤ 0.05 level in LOT scores between the 
highest completed level of education of luxury 
fashion customers and three of the customer 

value dimensions, namely merchandise value, 
reputational value and relationship value. 
Despite reaching statistical signifi cance, the 
actual diff erence in mean scores between the 
groups was quite small. Th e eff ect size, calculated 
using eta squared, was for merchandise value 
0.016; reputation value 0.018; and relationship 
value 0.021.

TABLE 4: ONE-WAY ANOVA FOR AGE GROUP

  Sum of 
Squares df Mean 

Square F Sig.

FAC_MERCHANDISE
Between Groups 3,775 3 1,258 1,959 ,119
Within Groups 395,143 615 ,643    
Total 398,918 618      

FAC_SACRIFICE
Between Groups 16,902 3 5,634 4,562 ,004
Within Groups 759,426 615 1,235    
Total 776,328 618      

FAC_SOCIAL
Between Groups 23,374 3 7,791 3,482 ,016
Within Groups 1376,272 615 2,238    
Total 1399,646 618      

FAC_REPUTATION
Between Groups 18,563 3 6,188 5,025 ,002
Within Groups 757,328 615 1,231    
Total 775,892 618      

FAC_SERVICE
Between Groups 29,092 3 9,697 7,402 ,000
Within Groups 805,703 615 1,310    
Total 834,796 618      

FAC_TECHNOLOGY
Between Groups 14,114 3 4,705 1,833 ,140
Within Groups 1562,649 609 2,566    
Total 1576,762 612      

FAC_STORE_VALUE
Between Groups 6,526 3 2,175 2,127 ,096
Within Groups 627,872 614 1,023    
Total 634,399 617      

FAC_EXPERIENCE
Between Groups 10,958 3 3,653 2,745 ,042
Within Groups 816,945 614 1,331    
Total 827,903 617      

FAC_EXPRESSIVE
Between Groups 32,980 3 10,993 6,648 ,000
Within Groups 1015,338 614 1,654    
Total 1048,318 617      

FAC_STATUS
Between Groups 32,569 3 10,856 5,213 ,001
Within Groups 1278,641 614 2,082    
Total 1311,211 617      

FAC_RELATIONSHIP
Between Groups 48,491 3 16,164 9,226 ,000
Within Groups 1075,669 614 1,752    
Total 1124,159 617      
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According to the Homogeneity of Variance test 
the p-value regarding highest completed level 
of education is higher than 0.05 for all 3 the 
customer value dimensions. Hence, the Scheff e 
Post-Hoc test is the most appropriate test to use 
(Pallant, 2010:250). According to the Scheff e 
Post-Hoc test, there are no signifi cant diff erences 
between the diff erent educational levels in terms 
of merchandise value. With regards to reputational 
value the mean score for the highest completed 
level of education Grade 10/Matric (mean=5.424) 
was signifi cantly diff erent from the highest 
completed level of education Postgraduate 
degree/diploma (mean=5.825). With regards to 
relationship value the mean score for the highest 
completed level of education Grade 10/Matric 
(mean=4.985) was signifi cantly diff erent from the 
highest completed level of education Diploma/
Certifi cate (mean=5.422).

Conclusion 4: When it comes to highest completed 
level of education, luxury fashion customers 
diff er signifi cantly in terms of merchandise value, 

reputational value and relationship value. Th ere 
are no diff erences between the diff erent educational 
levels when it comes to merchandise value. However, 
higher educated respondents viewed reputational 
value and relationship value diff erently than lower 
educated respondents (Rani, 2014:54; Yakup & 
Jablonsk, 2012:62). Th e hypothesis can, therefore, 
be partially accepted because there are only 
diff erences in terms of three of the customer value 
dimensions.

Hypothesis 5 
H5: Luxury fashion customers diff er in terms of 
the customer value dimensions with regards to 
employment status.

As indicated in Table 8 there are signifi cant 
diff erences at the p ≤ 0.05 level in LOT scores 
between the employment status of luxury 
fashion customers and ten of the customer value 
dimensions, namely merchandise value, sacrifi ce 
value, social value, reputational value, service 
value, store value, experience value, expressive 
value, status value and relationship value. 

TABLE 5: SUMMARY OF OUTPUTS FOR AGE GROUP

Dimension
Size 

eff ect (eta 
squared)

Test of 
Homogeneity 

of Variance 

Post-Hoc Test
Scheff e

Sacrifi ce value 0.022 0.138 Between Younger than 25 (mean=5.309) and 
25–34 age group (mean=5.641)

Social value 0.017 0.380 Between Younger than 25 (mean=4.765) and 25-
34 age group (mean=5.173)

Reputational 
value 0.024 0.615

Between Younger than 25 (mean=5.391) and 
25-34 (mean=5.687) and 35-44 age group 
(mean=5.872)

Service value 0.035 0.173

Between Younger than 25 (mean=5.269) and 25-
34 age group (mean=5.690)
Between 25-34 (mean=5.690) and 45 and older 
age group (mean=5.181)

Experience 
value 0.022 0.771 No signifi cant diff erences between the diff erent 

age groups

Expressive 
value 0.032 0.821

Between Younger than 25 (mean=4.950) and 25-
34 age group (mean=5.435)
Between 45 and older (mean=4.870) and 25-34 
age group (mean=5.435)

Status value 0.025 0.705 Between Younger than 25 (mean=4.814) and 25-
34 age group (mean=5.273)

Relationship 
value 0.043 0.200 Between Younger than 25 (mean=4.987) and 25-

34 age group (mean=5.602)
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Despite reaching statistical signifi cance, the actual 
diff erence in mean scores between the groups was 
quite small. Table 9 shows the size eff ect as well as 
the p-value of the Homogeneity of Variance test. 
According to the Homogeneity of Variance test 
the p-value regarding employment status is higher 
than 0.05 for all 10 customer value dimensions. 
Hence, the Scheff e Post-Hoc test is the most 

appropriate test to use (Pallant, 2010:250). Table 
9 shows the signifi cant diff erences between the 
ten customer value dimensions and the diff erent 
employment statuses.

Conclusion 5: When it comes to employment status, 
luxury fashion customers diff er signifi cantly in 
terms of merchandise value, sacrifi ce value, social 

TABLE 6: ONE-WAY ANOVA FOR MARITAL STATUS

  Sum of 
Squares df Mean 

Square F Sig.

FAC_MERCHANDISE
Between Groups 1,154 4 ,288 ,445 ,776
Within Groups 397,765 614 ,648    
Total 398,918 618      

FAC_SACRIFICE
Between Groups 14,770 4 3,692 2,977 ,019
Within Groups 761,558 614 1,240    
Total 776,328 618      

FAC_SOCIAL
Between Groups 27,375 4 6,844 3,062 ,016
Within Groups 1372,272 614 2,235    
Total 1399,646 618      

FAC_REPUTATION
Between Groups 19,427 4 4,857 3,942 ,004
Within Groups 756,464 614 1,232    
Total 775,892 618      

FAC_SERVICE
Between Groups 9,586 4 2,397 1,783 ,131
Within Groups 825,209 614 1,344    
Total 834,796 618      

FAC_TECHNOLOGY
Between Groups 13,698 4 3,425 1,332 ,257
Within Groups 1563,064 608 2,571    
Total 1576,762 612      

FAC_STORE_VALUE
Between Groups 5,982 4 1,496 1,459 ,213
Within Groups 628,416 613 1,025    
Total 634,399 617      

FAC_EXPERIENCE
Between Groups 4,474 4 1,118 ,833 ,505
Within Groups 823,429 613 1,343    
Total 827,903 617      

FAC_EXPRESSIVE
Between Groups 15,938 4 3,984 2,366 ,052
Within Groups 1032,380 613 1,684    
Total 1048,318 617      

FAC_STATUS
Between Groups 15,871 4 3,968 1,878 ,113
Within Groups 1295,339 613 2,113    
Total 1311,211 617      

FAC_RELATIONSHIP
Between Groups 15,449 4 3,862 2,135 ,075
Within Groups 1108,710 613 1,809    
Total 1124,159 617      
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value, reputational value, service value, store value, 
experience value, expressive value, status value 
and relationship value. Th ere are no signifi cant 
diff erences between the employment statuses when 
it comes to experience value. However, the main 
diff erences between the rest of the customer value 
dimensions are between respondents that are earn 
an income and those who do not. Th e hypothesis 

can, therefore, be partially accepted because there 
are only diff erences in terms of ten of the customer 
value dimensions.

Hypothesis 6 
H6: Luxury fashion customers diff er in terms of 
the customer value dimensions with regards to 
household income per month aft er tax.

TABLE 7: ONE-WAY ANOVA FOR HIGHEST COMPLETED LEVEL OF EDUCATION 

  Sum of 
Squares df Mean 

Square F Sig.

FAC_MERCHANDISE
Between Groups 5,867 3 1,956 3,245 ,022
Within Groups 358,658 595 ,603    
Total 364,526 598      

FAC_SACRIFICE
Between Groups 8,637 3 2,879 2,350 ,071
Within Groups 728,987 595 1,225    
Total 737,625 598      

FAC_SOCIAL
Between Groups 8,404 3 2,801 1,249 ,291
Within Groups 1334,190 595 2,242    
Total 1342,594 598      

FAC_REPUTATION
Between Groups 13,125 3 4,375 3,597 ,013
Within Groups 723,602 595 1,216    
Total 736,727 598      

FAC_SERVICE
Between Groups 6,663 3 2,221 1,653 ,176
Within Groups 799,191 595 1,343    
Total 805,853 598      

FAC_TECHNOLOGY
Between Groups 18,020 3 6,007 2,366 ,070
Within Groups 1495,147 589 2,538    
Total 1513,167 592      

FAC_STORE_VALUE
Between Groups 3,883 3 1,294 1,293 ,276
Within Groups 594,493 594 1,001    
Total 598,376 597      

FAC_EXPERIENCE
Between Groups 5,120 3 1,707 1,307 ,271
Within Groups 775,809 594 1,306    
Total 780,929 597      

FAC_EXPRESSIVE
Between Groups 6,938 3 2,313 1,369 ,251
Within Groups 1003,156 594 1,689    
Total 1010,094 597      

FAC_STATUS
Between Groups 4,397 3 1,466 ,695 ,555
Within Groups 1252,141 594 2,108    
Total 1256,537 597      

FAC_RELATIONSHIP
Between Groups 22,818 3 7,606 4,264 ,005
Within Groups 1059,638 594 1,784    
Total 1082,457 597      
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TABLE 9: SUMMARY OF OUTPUTS FOR EMPLOYMENT STATUS

Dimension
Size 

eff ect (eta 
squared)

Test of 
Homogeneity 

of Variance 

Post-Hoc Test
Scheff e

Merchandise 
value 0.023 0.268 Between Self-employed (mean=6.270) and Student 

(mean=5.960)

Sacrifi ce 
value 0.043 0.145

Between Employed by organisation (mean=5.606) 
and Student (mean=5.219)
Between Self-employed (mean=5.811) and Student 
(mean=5.219) and Housewife/Househusband/
Retired/Unemployed (mean=5.104)

Social value 0.027 0.944

Between Employed by organisation (mean=5.136) 
and Student (mean=4.594)
Between Self-employed (mean=5.153) and Student 
(mean=4.594)

Reputational 
value 0.041 0.189

Between Employed by organisation (mean=5.700) 
and Student (mean=5.269)
Between Self-employed (mean=5.830) and Student 
(mean=5.264)

Service value 0.041 0.630 Between Employed by organisation (mean=5.581) 
and Student (mean=5.223)

Store value 0.025 0.347

Between Self-employed (mean=5.992) and Student 
(mean=5.595)
Between Housewife/Househusband/Retired/
Unemployed (mean=5.389) and Self-employed 
(mean=5.992)

Experience 
value 0.019 0.222 No signifi cant diff erences between groups

Expressive 
value 0.024 0.786 Between Employed by organisation (mean=5.300) 

and Student (mean=4.841)

Status value 0.031 0.703 Between Employed by organisation (mean=5.219) 
and Student (mean=4.621)

Relationship 
value 0.044 0.209

Between Employed by organisation (mean=5.449) 
and Student (mean=4.849)
Between Self-employed (mean=5.465) and Student 
(mean=4.849)

Table 10 indicates that there are signifi cant 
diff erences at the p ≤ 0.05 level in LOT scores 
between household income per month aft er tax 
of luxury fashion customers and three of the 
customer value dimensions, namely expressive 
value, status value and relationship value. 
Despite reaching statistical signifi cance, the 
actual diff erence in mean scores between the 
groups was quite small. Th e eff ect size, calculated 
using eta squared, was for expressive value 0.023; 
status value 0.029; and relationship value 0.024.

According to the Homogeneity of Variance test 
the p-value for household income per month 
aft er tax is higher than 0.05. Hence, the Scheff e 
Post-Hoc test is the most appropriate test to use 
(Pallant, 2010:250). According to the Scheff e 
Post-Hoc test, there is no signifi cant diff erence in 
terms of expressive value and the diff erent income 
levels. With regards to status value there are also 
no signifi cant diff erences between the diff erent 
income levels as well as with relationship value.
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Conclusion 6: When it comes to household income 
per month aft er tax, luxury fashion customers 
diff er signifi cantly in terms of expressive value, 
status value and relationship value. Th is is in line 
with literature where income plays a role in how 
customers express themselves and their status (Roy 
et al., 2016:427). However, there are no signifi cant 
diff erences between the diff erent income groups. 

Th is is contradictory to literature indicating that 
higher income respondents use luxury fashion 
products to enhance their status and prestige 
in their community (Roy et al., 2016:428). Th e 
hypothesis can, therefore, be partially accepted 
because there are only diff erences in terms of three 
of the customer value dimensions.

TABLE 10: ONE-WAY ANOVA FOR HOUSEHOLD INCOME PER MONTH AFTER TAX

  Sum of 
Squares df Mean 

Square F Sig.

FAC_MERCHANDISE
Between Groups 4,363 6 ,727 1,177 ,317
Within Groups 356,557 577 ,618    
Total 360,919 583      

FAC_SACRIFICE
Between Groups 4,783 6 ,797 ,628 ,708
Within Groups 731,899 577 1,268    
Total 736,682 583      

FAC_SOCIAL
Between Groups 17,596 6 2,933 1,293 ,258
Within Groups 1308,686 577 2,268    
Total 1326,282 583      

FAC_REPUTATION
Between Groups 15,022 6 2,504 2,018 ,061
Within Groups 716,045 577 1,241    
Total 731,068 583      

FAC_SERVICE
Between Groups 8,782 6 1,464 1,076 ,376
Within Groups 784,933 577 1,360    
Total 793,715 583      

FAC_TECHNOLOGY
Between Groups 16,419 6 2,736 1,057 ,387
Within Groups 1480,440 572 2,588    
Total 1496,859 578      

FAC_STORE_VALUE
Between Groups 5,827 6 ,971 ,954 ,456
Within Groups 586,329 576 1,018    
Total 592,156 582      

FAC_EXPERIENCE
Between Groups 13,566 6 2,261 1,708 ,117
Within Groups 762,699 576 1,324    
Total 776,265 582      

FAC_EXPRESSIVE
Between Groups 22,850 6 3,808 2,250 ,037
Within Groups 974,759 576 1,692    
Total 997,609 582      

FAC_STATUS
Between Groups 36,574 6 6,096 2,874 ,009
Within Groups 1221,514 576 2,121    
Total 1258,088 582      

FAC_RELATIONSHIP
Between Groups 25,611 6 4,269 2,351 ,030
Within Groups 1045,979 576 1,816    
Total 1071,590 582      
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SUMMARY OF MAIN FINDINGS 
Table 11 is a summary of the main fi ndings of 
this paper and represents which demographic 
characteristics have an infl uence on which 
customer value dimension.

It is evident from Table 11 that only 2 of the 6 
demographic characteristics investigated in 
this paper are signifi cant to the majority of the 
11 customer value dimensions, namely age 
group (8 dimensions) and employment status 
(10 dimensions). Th e other 4 demographic 
characteristics have very specifi c customer value 
dimensions that are signifi cant.

MANAGERIAL APPLICATIONS 
It is recommended that luxury fashion retailers 
utilise demographic characteristics when 
deciding on positioning strategies involving the 
customer value dimensions. All the hypotheses 
were partially accepted because there were 
signifi cant diff erences with regards to only 
some of the customer value dimensions and 
demographic characteristics. Furthermore, the 
paper specifi es which demographic characteristic 
infl uences which customer value dimensions 
which will greatly assist luxury fashion retailers 
which dimensions to utilise when targeting their 
customers.

Conclusion 1: When it comes to gender, luxury 
fashion customers diff er signifi cantly in terms 

of social value only. Th e diff erence was small 
but signifi cant enough to indicate that social 
value is important when it comes to gender. It 
is recommended, therefore, that luxury fashion 
retailers should emphasise in their marketing 
communication that the use of their fashion 
products will strengthen their customers 
association and belonging to the luxury fashion 
family.

Conclusion 2: When it comes to age group, luxury 
fashion customers diff er signifi cantly in terms of 
sacrifi ce value, social value, reputational value, 
service value, expressive value, status value and 
relationship value, with specifi c reference to the 
younger age groups. Th e diff erences were small 
but signifi cant enough to indicate that eight of the 
11 customer value dimensions were important 
when it comes to age. Sacrifi ce, social, reputation, 
service, expressive, status and reputation value 
were very important for respondents younger 
than 25 years of age. Th erefore, it is recommended 
that luxury fashion retailers should focus on 
these eight customer value dimensions in their 
marketing and positioning strategies when 
targeting customers younger than 25 years of 
age. Luxury fashion retailers should emphasise 
aspects such as price; being part of luxury fashion 
lovers; the luxury image of the retailer’s brand; 
the service encounter; the joy of buying and 
owning the fashion product; communicating a 

TABLE 11: THE DEMOGRAPHIC CHARACTERISTIC INFLUENCING CUSTOMER VALUE DIMENSIONS

Demographic 
Characteristic Customer value dimensions Hypotheses

Gender Social value (1 dimension) H1 partially 
accepted

Age group
Sacrifi ce value, social value, reputational value, service 
value, experience value, expressive value, status value, 
relationship value (8 dimensions)

H2 partially 
accepted

Marital status Sacrifi ce value, social value, reputational value (3 
dimensions)

H3 partially 
accepted

Highest completed 
level of education

Merchandise value, reputational value, relationship value 
(3 dimensions)

H4 partially 
accepted

Employment status
Merchandise value, sacrifi ce value, social value, reputational 
value, service value, store value, experience value, expressive 
value, status value, relationship value (10 dimensions)

H5 partially 
accepted

Household income 
per month aft er tax

Expressive value, status value, relationship value (3 
dimensions)

H6 partially 
accepted
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sense of achievement; and the benefi ts of having a 
relationship with the luxury retailer.

Conclusion 3: When it comes to marital status, luxury 
fashion customers diff er signifi cantly in terms of 
sacrifi ce value, social value and reputational value 
only. Th e diff erences were small but signifi cant 
enough to indicate that these three customer 
value dimensions are important when it comes 
to marital status. With regards to sacrifi ce value 
there were no signifi cant diff erences between the 
diff erent marital statuses. Luxury fashion retailers 
must understand that aff ordability is important 
to all their customers whether they are married 
or not., social and reputational values were 
very important to respondents that are single/
unmarried. Th erefore, it is recommended that 
luxury fashion retailers should focus on the price 
compared to the quality of their fashion products. 
Social and reputational value were viewed 
diff erently between singles and respondents that 
are in relationships. When targeting singles luxury 
fashion retailers can illustrate how their fashion 
products can make them more appealing to the 
opposite sex and when targeting those already 
in relationships, illustrate how the use of their 
fashion products will strengthen their existing 
relationships. Finally, the image and prestige of 
the luxury fashion retailer should be emphasised 
when communicating with singles.

Conclusion 4: When it comes to highest completed 
level of education, luxury fashion customers 
diff er signifi cantly in terms of merchandise value, 
reputational value and relationship value. Th e 
diff erences were small but signifi cant enough 
to indicate that these three customer value 
dimensions were important when it comes to 
education levels. Merchandise value are equally 
important to all educational levels. However 
reputational and relationship value are important 
to respondents with a higher educational level. It 
is recommended, therefore, that luxury fashion 
retailers should emphasise the quality and good 
workmanship of their fashion products when 
communicating with their all their customers 
regardless of their educational level. Luxury 
fashion retailers should highlight the benefi ts of 
being in a relationship with the luxury fashion 
retailer as well as focus on their image and 
brand reputation compared to competitors in 

their marketing communication with customers 
having a higher qualifi cation.

Conclusion 5: When it comes to employment 
status, luxury fashion customers diff er signifi cantly 
in terms of merchandise value, sacrifi ce value, 
social value, reputational value, service value, store 
value, experience value, expressive value, status 
value and relationship value. Th e diff erences 
were small but signifi cant enough to indicate 
that these ten customer value dimensions were 
important when it comes to employment status. 
Merchandise, sacrifi ce, social, reputational, 
service, store, expressive and social status are 
important to respondents that are employed (self 
or by organisations). Th ese eight dimensions 
are not so important for students, housewives 
or the unemployed. It is recommended that 
luxury fashion retailers fashion their marketing 
communication and positioning strategies 
around the quality of their fashion products; the 
price versus quality of their fashion products; 
the strengthening of being part of luxury fashion 
lovers; the image of the luxury fashion retailer; 
the opportunity to express their own personality; 
the joy the customer will experience when 
owning one of their luxury products; and, fi nally, 
the fact that owning one of their fashion products 
will give customers a sense of achievement 
and pride, when communicating to customers 
that are employed. Relationship value is more 
important to respondents that are self-employed. 
Th erefore, luxury fashion retailers should focus 
on the benefi ts of having a relationship with 
them as retailer when targeting business owners. 
Th ere were no diff erences between the diff erent 
employment statuses with regards to experience 
value. It is recommended, therefore, that luxury 
fashion retailers should highlight the quality and 
beauty of their store and service experience no 
matter what their employment status is.

Conclusion 6: When it comes to household income 
per month aft er tax, luxury fashion customers 
diff er signifi cantly in terms of expressive value, 
status value and relationship value. Th e diff erences 
were small but signifi cant enough to indicate 
that these three customer value dimensions were 
important when it comes to household income. 
Th ere were no diff erences between the diff erent 
income groups when it came to expressive, status 



1606
WWW.IBC-CONFERENCE.COM

and relationship value. When targeting their 
customers, it is recommended, therefore, that 
luxury fashion retailers should focus on aspects 
such as owning their fashion products will allow 
their customers to express their own identity 
and give them a sense of achievement and pride. 
Th ey should further identify the benefi ts their 
customers would gain by being in a relationship 
with the luxury fashion retailer.

Using the fi ndings uncovered in this paper, 
luxury fashion retailers could identify which 
selection of customer value dimensions will suit 
their customer profi le the best. Th ey could then 
tailor their marketing communication strategies 
as well as their positioning strategies to emphasise 
those customer value dimensions relevant to the 
specifi c customer they are targeting. Th ey could 
furthermore use the fi ndings to target customers 
on a one-on-one basis through social media.

CONCLUSIONS 
Th is paper succeeded in identifying if and 
how demographic characteristics infl uence the 
customer value dimensions of luxury fashion. 
Th is was done by measuring the signifi cant 
diff erences between the diff erent demographic 
characteristics of luxury fashion customers and 
customer value dimensions. It can be concluded 
that there are signifi cant diff erences in the 
demographic characteristics and customer value 
dimensions of luxury fashion customers. Th ere 
are also diff erences between the diff erent groups 
within the demographic characteristics, albeit a 
small eff ect. Th erefore, luxury fashion retailers 
should utilise demographic characteristics 
when planning their marketing and positioning 
strategies.
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APPENDIX A: STATEMENTS USED IN FINAL QUESTIONNAIRE WITH SOURCES 

Construct Dimension Statement Author

Customer 
value

Merchandise 
value

In general, the merchandise 
from this retailer is of high 

quality

Chang and Dibb (2012); Diep and 
Sweeney (2008); Lin et al. (2005); 
Baker et al. (2002); Sweeney and 

Soutar (2001); Sweeney et al. 
(1999)

Th e retailer provides 
merchandise that is free of 

defects

Diep and Sweeney (2008); Sparks 
et al., (2008); Wang et al. (2004); 

Petrick (2002); Sweeney and 
Soutar (2001)

Th e merchandise from this 
retailer is stylish

Tynan et al. (2009); Diep and 
Sweeney (2008); Sparks et al. 

(2008); Sweeney and Soutar (2001)
Th e design of the merchandise 
is in line with the latest fashion 

trends

Tynan et al. (2009); Diep and 
Sweeney (2008:400); Ko and Sung 

(2007)
Th e fi nishing on the 

merchandise is of high quality
Tynan et al. (2009); Ko and Sung 

(2007)

Th e merchandise is 
comfortable to wear

Chang and Dibb (2012); Grewal 
et al. (2009); Verhoef et al. (2009); 

Cottet et al. (2006)

Th is retailer off ers a variety of 
merchandise to choose from

Chang and Dibb (2012); Grewal 
et al. (2009); Verhoef et al. (2009); 

Cottet et al. (2006)

Sacrifi ce value

Paying a high price to own 
merchandise from this retailer 

is worth it

Tynan et al. (2009); Vigneron and 
Johnson (2004)

Considering the price of 
merchandise at this retailer, I 
would say the prices represent 

value for money

Heinonen (2006); Sweeney and 
Soutar (2001); Swait and Sweeney 

(2000)

Th e retailer’s merchandise is 
not too expensive

Heinonen (2006); Sparks et al., 
(2008); Agarwal and Teas (2001); 

Sweeney et al. (1999).
Th e merchandise from this 
retailer is acceptable for the 

price I pay

Diep and Sweeney (2008); 
Sweeney et al. (1999)

I do not waste money when 
buying merchandise from this 

retailer

Heinonen (2006); Swait and 
Sweeney (2000); Teas and Agarwal 

(2000); Sweeney et al. (1999)
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Customer 
value

Social value

Buying from this retailer 
enhances my status with my 

friends

Tynan et al. (2009); Ko and Sung 
(2007); Rintamäki et al. (2006)

Wearing merchandise from this 
retailer improves the way I am 

perceived by others

Rintamäki et al. (2006); Petrick 
(2002); Sweeney et al. (1999)

Wearing merchandise from 
this retailer helps me be more 

accepted by my friends

Ko and Sung (2007); Sweeney and 
Soutar (2001)

Wearing merchandise from 
this retailer makes a good 

impression on other people

Ko and Sung (2007); Petrick 
(2002); Sweeney et al. (2001)

Wearing merchandise from this 
retailer leads to social approval

Rintamäki et al. (2006); Sweeney 
and Soutar (2001)

Merchandise from this retailer 
has a positive social image

Rintamäki et al. (2006); Sweeney 
and Soutar (2001)

I have a lot in common with 
other customers shopping at 

this retailer 

Ko and Sung (2007); Sweeney and 
Soutar (2001)

Reputational 
value

I like to buy from this retailer 
because the brand provides 

exclusivity

Brengman and Willems (2009); 
Petrick (2002)

I try to keep my wardrobe up 
to date with merchandise from 

this retailer

Brengman and Willems (2009); 
Petrick (2002)

Th is retailer is known for 
carrying the latest fashion 

trends

Brengman and Willems (2009); 
Petrick (2002) 

Th is retailer is known for 
luxury

Brengman and Willems (2009); 
Petrick (2002)

Th is retailer is viewed as 
prestigious

Brengman and Willems (2009); 
Petrick (2002)

Th e retailer is well known 
among those who purchase 

high/luxury fashion

Brengman and Willems (2009); 
Lin et al. (2005); Petrick (2002)

Th is retailer is known as one of 
the top high fashion retailers

Brengman and Willems (2009); 
Lin et al. (2005); Petrick (2002)

Service value

Th e staff  of this retailer is 
always welcoming

Jensen and Hansen (2007); Cottet 
et al. (2006); Gallarza and Saura 

(2006); Cronin et al. (2000)
I always receive good advice 
from the staff  of this retailer

Tynan et al. (2009); Gallarza and 
Saura (2006); Cronin et al. (2000)

Th e staff  of this retailer is 
friendly

Gallarza and Saura (2006); Cronin 
et al. (2000); Sweeney et al. (1999)
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Customer 
value

Service value

Th e staff  of this retailer gives 
me prompt service

Gallarza and Saura (2006); Cronin 
et al. (2000); Sweeney et al. (1999)

Th e staff  of this retailer gives 
me personal attention

Gallarza and Saura (2006); Cronin 
et al. (2000)

Th e staff  of this retailer has 
the knowledge to answer my 

questions

Tynan et al. (2009); Cottet et al. 
(2006); Gallarza and Saura (2006); 

Cronin et al. (2000)
Th e staff  of this retailer knows 

what they are talking about
Cottet et al. (2006); Gallarza and 
Saura (2006); Cronin et al. (2000)

Th e retailer is adequately 
staff ed

Gallarza and Saura (2006); Cronin 
et al. (2000); Sweeney et al. (1999)

Th e waiting time at the pay 
point is reasonable

Cottet et al. (2006); Gallarza and 
Saura (2006)

Technology 
value

Th is retailer provides good 
online purchase options

Heinonen (2006); Heinonen 
(2004)

It is easy to complete an online 
transaction on the retailer’s 

website

Chang and Chen (2008); Lin et al. 
(2005)

Th is retailer has an effi  cient 
website facility

Chang and Chen (2008); Lin et al. 
(2005)

Th is retailer has all the credit/
debit card facilities in store you 

need

Heinonen (2006); Heinonen 
(2004)

Th is retailer keeps me informed 
of their latest off erings via sms/

email

Chang and Chen (2008); 
Heinonen (2006); Lin et al. (2005)

Store value

All the merchandise I expect to 
buy is available in store

Diep and Sweeney (2008); Cottet 
et al. (2006)

I fi nd the merchandise I 
needed easily

Diep and Sweeney (2008); Cottet 
et al. (2006)

Th e atmosphere inside the 
store is pleasant

Diep and Sweeney (2008); Cottet 
et al. (2006)

Th e window displays of the 
store are stylish

Diep and Sweeney (2008); Cottet 
et al. (2006)

Th e lighting inside the store 
creates the proper mood

Diep and Sweeney (2008); Cottet 
et al. (2006)

Th e store has stylish dressing 
rooms Diep and Sweeney (2008)

Th e store layout is attractive Diep and Sweeney (2008)

Th e store smells pleasant Diep and Sweeney (2008); Cottet 
et al. (2006)

Th e store is conveniently 
located

Brengman and Willems (2009); 
Diep and Sweeney (2008)

Experience 
value I enjoy shopping at this retailer

Diep and Sweeney (2008); Cottet 
et al. (2006); Lin et al. (2005); 
Sweeney and Soutar (2001)
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Th is retailer’s merchandise 
brings me joy to wear

Diep and Sweeney (2008); Cottet 
et al. (2006); Lin et al. (2005); 
Sweeney and Soutar (2001)

While shopping at this retailer 
I feel a sense of adventure

Diep and Sweeney (2008); Cottet 
et al. (2006); Lin et al. (2005); 
Sweeney and Soutar (2001)

I feel a sense of joy to look at 
the merchandise

Diep and Sweeney (2008); Cottet 
et al. (2006); Lin et al. (2005); 
Sweeney and Soutar (2001)

I feel excited about going to the 
retailer’s store

Diep and Sweeney (2008); Cottet 
et al. (2006); Lin et al. (2005); 
Sweeney and Soutar (2001)

I feel excited about walking 
into this retailer’s store

Diep and Sweeney (2008); Cottet 
et al. (2006); Lin et al. (2005); 
Sweeney and Soutar (2001)

Expressive 
value

I feel good about myself when I 
buy from this retailer

Tynan et al. (2009); Ko and Sung 
(2007)

I choose this retailer to express 
my identity to others

Tynan et al. (2009); Wiedman et 
al. (2007)

Th is retailer fi ts the type of 
person I am Wiedemann et al. (2007)

Buying from this retailer says 
something about me as a 

person
Wiedemann et al. (2007)

Buying from this retailer allows 
me to associate with specifi c 

people and groups

Wiedemann et al. (2007); 
Vigneron and Johnson (1999)

Buying from this retailer 
distinguishes me from others

Wiedemann et al. (2007); 
Vigneron and Johnson (1999)

I fi nd merchandise at this 
retailer that is consistent with 

my style

Tynan et al. (2009); Wiedemann et 
al. (2007)
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Customer 
value

Status value

Other people notice that I buy 
clothing from this retailer

Tynan et al. (2009:2); Cottet et al. 
(2006); Rintamäki et al. (2006)

Th is retailer is associated with 
the social class I belong to

Cottet et al. (2006); Rintamäki et 
al. (2006)

I communicate my 
achievements through 
supporting this retailer

Tynan et al. (2009); Sparks et al. 
(2008)

Buying from this retailer causes 
others to think more of me

Cottet et al. (2006); Rintamäki et 
al. (2006)

Buying from this retailer makes 
me look fi nancially successful

Tynan et al. (2009); Sparks et al. 
(2008)

Th is retailer’s brand label is 
visible on the merchandise

Tynan et al. (2009); Sparks et al. 
(2008)

Th is retailer is suitably located Cottet et al. (2006); Rintamäki et 
al. (2006)

Relationship 
value

I have a comfortable 
relationship with this retailer Ravald and Grönroos (1996)

I have a positive relationship 
with this retailer Ravald and Grönroos (1996)

I have a happy relationship 
with this retailer Ravald and Grönroos (1996)

A relationship with this retailer 
is valuable to me Ravald and Grönroos (1996)

Th is retailer builds a personal 
relationship with me Ravald and Grönroos (1996)

I have a long-term relationship 
with this retailer Ravald and Grönroos (1996)

Customer 
satisfaction

My feelings about this retailer 
are very positive

Edward and Sahadev (2011); 
Hume and Mort (2010)

I feel good about shopping at 
this retailer

Edward and Sahadev (2011); 
Hume and Mort (2010)

I feel satisfi ed that what I get 
from shopping at this retailer is 

the best that can be achieved

Edward and Sahadev (2011); 
Hume and Mort (2010)

I am content with the way in 
which this retailer has taken 

care of me

Edward and Sahadev (2011); 
Hume and Mort (2010)

Th e extent to which shopping 
at this retailer has produced 
the best possible outcome is 

satisfying

Edward and Sahadev (2011); 
Hume and Mort (2010)
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Repurchase 
intention

I would select the same retailer 
for another high/luxury fashion 

purchase

Hume and Mort (2010); Cronin et 
al. (2000)

I consider this retailer to be my 
fi rst choice

Hume and Mort (2010); Cronin et 
al. (2000)

I intend to purchase from this 
retailer again

Hume and Mort (2010); Cronin et 
al. (2000)

I would continue to support 
this retailer even if the prices 
are higher than those of its 

competitors

Hume and Mort (2010); Cronin et 
al. (2000)

I consider doing more business 
with this retailer in future

Hume and Mort (2010); Cronin et 
al. (2000)

APPENDIX B: POST-HOC TESTS FOR AGE GROUPS 

Dependent Variable
Mean 

Diff erence 
(I-J)

Std. 
Error Sig.

95% Confi dence 
Interval

Lower 
Bound

Upper 
Bound

FAC_
MERCHANDISE

Tukey 
HSD

1 Younger 
than 25

2 25–34 -,11829 ,07312 ,369 -,3066 ,0701

3 35–44 -,21156 ,10588 ,190 -,4843 ,0612
4 45 and 
older

,02450 ,11730 ,997 -,2777 ,3267

2 25–34 1 Younger 
than 25

,11829 ,07312 ,369 -,0701 ,3066

3 35–44 -,09327 ,10947 ,829 -,3753 ,1887
4 45 and 
older

,14279 ,12055 ,637 -,1678 ,4533

3 35–44 1 Younger 
than 25

,21156 ,10588 ,190 -,0612 ,4843

2 25–34 ,09327 ,10947 ,829 -,1887 ,3753
4 45 and 
older

,23606 ,14282 ,350 -,1318 ,6040

4 45 and 
older

1 Younger 
than 25

-,02450 ,11730 ,997 -,3267 ,2777

2 25–34 -,14279 ,12055 ,637 -,4533 ,1678
3 35–44 -,23606 ,14282 ,350 -,6040 ,1318

Scheff e 1 Younger 
than 25

2 25–34 -,11829 ,07312 ,455 -,3233 ,0867

3 35–44 -,21156 ,10588 ,263 -,5084 ,0852
4 45 and 
older

,02450 ,11730 ,998 -,3043 ,3533

2 25–34 1 Younger 
than 25

,11829 ,07312 ,455 -,0867 ,3233

3 35–44 -,09327 ,10947 ,867 -,4001 ,2136
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4 45 and 
older

,14279 ,12055 ,705 -,1951 ,4807

3 35–44 1 Younger 
than 25

,21156 ,10588 ,263 -,0852 ,5084

2 25–34 ,09327 ,10947 ,867 -,2136 ,4001
4 45 and 
older

,23606 ,14282 ,435 -,1643 ,6364

4 45 and 
older

1 Younger 
than 25

-,02450 ,11730 ,998 -,3533 ,3043

2 25–34 -,14279 ,12055 ,705 -,4807 ,1951
3 35–44 -,23606 ,14282 ,435 -,6364 ,1643

LSD 1 Younger 
than 25

2 25–34 -,11829 ,07312 ,106 -,2619 ,0253

3 35–44 -.21156* ,10588 ,046 -,4195 -,0036
4 45 and 
older

,02450 ,11730 ,835 -,2059 ,2549

2 25–34 1 Younger 
than 25

,11829 ,07312 ,106 -,0253 ,2619

3 35–44 -,09327 ,10947 ,395 -,3082 ,1217
4 45 and 
older

,14279 ,12055 ,237 -,0939 ,3795

3 35–44 1 Younger 
than 25

.21156* ,10588 ,046 ,0036 ,4195

2 25–34 ,09327 ,10947 ,395 -,1217 ,3082
4 45 and 
older

,23606 ,14282 ,099 -,0444 ,5165

4 45 and 
older

1 Younger 
than 25

-,02450 ,11730 ,835 -,2549 ,2059

2 25–34 -,14279 ,12055 ,237 -,3795 ,0939
3 35–44 -,23606 ,14282 ,099 -,5165 ,0444

Dunnett 
C

1 Younger 
than 25

2 25–34 -,11829 ,07412   -,3101 ,0735

3 35–44 -,21156 ,09524   -,4609 ,0378
4 45 and 
older

,02450 ,11504   -,2789 ,3279

2 25–34 1 Younger 
than 25

,11829 ,07412   -,0735 ,3101

3 35–44 -,09327 ,09764   -,3489 ,1624
4 45 and 
older

,14279 ,11703   -,1657 ,4513

3 35–44 1 Younger 
than 25

,21156 ,09524   -,0378 ,4609

2 25–34 ,09327 ,09764   -,1624 ,3489
4 45 and 
older

,23606 ,13143   -,1112 ,5833

4 45 and 
older

1 Younger 
than 25

-,02450 ,11504   -,3279 ,2789

2 25–34 -,14279 ,11703   -,4513 ,1657
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3 35–44 -,23606 ,13143   -,5833 ,1112
FAC_SACRIFICE Tukey 

HSD
1 Younger 
than 25

2 25–34 -.33389* ,10136 ,006 -,5950 -,0728

3 35–44 -,37721 ,14678 ,051 -,7553 ,0009
4 45 and 
older

-,14050 ,16262 ,823 -,5594 ,2784

2 25–34 1 Younger 
than 25

.33389* ,10136 ,006 ,0728 ,5950

3 35–44 -,04331 ,15176 ,992 -,4343 ,3476
4 45 and 
older

,19339 ,16713 ,654 -,2371 ,6239

3 35–44 1 Younger 
than 25

,37721 ,14678 ,051 -,0009 ,7553

2 25–34 ,04331 ,15176 ,992 -,3476 ,4343
4 45 and 
older

,23671 ,19799 ,630 -,2733 ,7468

4 45 and 
older

1 Younger 
than 25

,14050 ,16262 ,823 -,2784 ,5594

2 25–34 -,19339 ,16713 ,654 -,6239 ,2371
3 35–44 -,23671 ,19799 ,630 -,7468 ,2733

Scheff e 1 Younger 
than 25

2 25–34 -.33389* ,10136 ,013 -,6180 -,0497

3 35–44 -,37721 ,14678 ,087 -,7887 ,0343
4 45 and 
older

-,14050 ,16262 ,862 -,5964 ,3154

2 25–34 1 Younger 
than 25

.33389* ,10136 ,013 ,0497 ,6180

3 35–44 -,04331 ,15176 ,994 -,4687 ,3821
4 45 and 
older

,19339 ,16713 ,720 -,2751 ,6619

3 35–44 1 Younger 
than 25

,37721 ,14678 ,087 -,0343 ,7887

2 25–34 ,04331 ,15176 ,994 -,3821 ,4687
4 45 and 
older

,23671 ,19799 ,699 -,3183 ,7917

4 45 and 
older

1 Younger 
than 25

,14050 ,16262 ,862 -,3154 ,5964

2 25–34 -,19339 ,16713 ,720 -,6619 ,2751
3 35–44 -,23671 ,19799 ,699 -,7917 ,3183

LSD 1 Younger 
than 25

2 25–34 -.33389* ,10136 ,001 -,5330 -,1348

3 35–44 -.37721* ,14678 ,010 -,6655 -,0890
4 45 and 
older

-,14050 ,16262 ,388 -,4599 ,1789

2 25–34 1 Younger 
than 25

.33389* ,10136 ,001 ,1348 ,5330

3 35–44 -,04331 ,15176 ,775 -,3413 ,2547
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4 45 and 
older

,19339 ,16713 ,248 -,1348 ,5216

3 35–44 1 Younger 
than 25

.37721* ,14678 ,010 ,0890 ,6655

2 25–34 ,04331 ,15176 ,775 -,2547 ,3413
4 45 and 
older

,23671 ,19799 ,232 -,1521 ,6255

4 45 and 
older

1 Younger 
than 25

,14050 ,16262 ,388 -,1789 ,4599

2 25–34 -,19339 ,16713 ,248 -,5216 ,1348
3 35–44 -,23671 ,19799 ,232 -,6255 ,1521

Dunnett 
C

1 Younger 
than 25

2 25–34 -.33389* ,09914   -,5904 -,0774

3 35–44 -,37721 ,15296   -,7782 ,0237
4 45 and 
older

-,14050 ,15947   -,5610 ,2800

2 25–34 1 Younger 
than 25

.33389* ,09914   ,0774 ,5904

3 35–44 -,04331 ,15310   -,4448 ,3582
4 45 and 
older

,19339 ,15960   -,2276 ,6144

3 35–44 1 Younger 
than 25

,37721 ,15296   -,0237 ,7782

2 25–34 ,04331 ,15310   -,3582 ,4448
4 45 and 
older

,23671 ,19759   -,2851 ,7585

4 45 and 
older

1 Younger 
than 25

,14050 ,15947   -,2800 ,5610

2 25–34 -,19339 ,15960   -,6144 ,2276
3 35–44 -,23671 ,19759   -,7585 ,2851

FAC_SOCIAL Tukey 
HSD

1 Younger 
than 25

2 25–34 -.40794* ,13646 ,015 -,7595 -,0564

3 35–44 -,38275 ,19760 ,214 -,8918 ,1263
4 45 and 
older

-,08816 ,21892 ,978 -,6521 ,4758

2 25–34 1 Younger 
than 25

.40794* ,13646 ,015 ,0564 ,7595

3 35–44 ,02519 ,20430 ,999 -,5011 ,5515
4 45 and 
older

,31978 ,22498 ,486 -,2598 ,8994

3 35–44 1 Younger 
than 25

,38275 ,19760 ,214 -,1263 ,8918

2 25–34 -,02519 ,20430 ,999 -,5515 ,5011
4 45 and 
older

,29460 ,26654 ,686 -,3920 ,9812

4 45 and 
older

1 Younger 
than 25

,08816 ,21892 ,978 -,4758 ,6521

2 25–34 -,31978 ,22498 ,486 -,8994 ,2598
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3 35–44 -,29460 ,26654 ,686 -,9812 ,3920
Scheff e 1 Younger 

than 25
2 25–34 -.40794* ,13646 ,031 -,7905 -,0254

3 35–44 -,38275 ,19760 ,291 -,9367 ,1712
4 45 and 
older

-,08816 ,21892 ,983 -,7018 ,5255

2 25–34 1 Younger 
than 25

.40794* ,13646 ,031 ,0254 ,7905

3 35–44 ,02519 ,20430 1,000 -,5475 ,5979
4 45 and 
older

,31978 ,22498 ,569 -,3109 ,9505

3 35–44 1 Younger 
than 25

,38275 ,19760 ,291 -,1712 ,9367

2 25–34 -,02519 ,20430 1,000 -,5979 ,5475
4 45 and 
older

,29460 ,26654 ,748 -,4526 1,0418

4 45 and 
older

1 Younger 
than 25

,08816 ,21892 ,983 -,5255 ,7018

2 25–34 -,31978 ,22498 ,569 -,9505 ,3109
3 35–44 -,29460 ,26654 ,748 -1,0418 ,4526

LSD 1 Younger 
than 25

2 25–34 -.40794* ,13646 ,003 -,6759 -,1400

3 35–44 -,38275 ,19760 ,053 -,7708 ,0053
4 45 and 
older

-,08816 ,21892 ,687 -,5181 ,3418

2 25–34 1 Younger 
than 25

.40794* ,13646 ,003 ,1400 ,6759

3 35–44 ,02519 ,20430 ,902 -,3760 ,4264
4 45 and 
older

,31978 ,22498 ,156 -,1220 ,7616

3 35–44 1 Younger 
than 25

,38275 ,19760 ,053 -,0053 ,7708

2 25–34 -,02519 ,20430 ,902 -,4264 ,3760
4 45 and 
older

,29460 ,26654 ,269 -,2288 ,8180

4 45 and 
older

1 Younger 
than 25

,08816 ,21892 ,687 -,3418 ,5181

2 25–34 -,31978 ,22498 ,156 -,7616 ,1220
3 35–44 -,29460 ,26654 ,269 -,8180 ,2288

Dunnett 
C

1 Younger 
than 25

2 25–34 -.40794* ,13901   -,7676 -,0482

3 35–44 -,38275 ,20065   -,9089 ,1434
4 45 and 
older

-,08816 ,19590   -,6046 ,4283

2 25–34 1 Younger 
than 25

.40794* ,13901   ,0482 ,7676

3 35–44 ,02519 ,21031   -,5258 ,5762
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4 45 and 
older

,31978 ,20578   -,2220 ,8616

3 35–44 1 Younger 
than 25

,38275 ,20065   -,1434 ,9089

2 25–34 -,02519 ,21031   -,5762 ,5258
4 45 and 
older

,29460 ,25156   -,3695 ,9587

4 45 and 
older

1 Younger 
than 25

,08816 ,19590   -,4283 ,6046

2 25–34 -,31978 ,20578   -,8616 ,2220
3 35–44 -,29460 ,25156   -,9587 ,3695

FAC_
REPUTATION

Tukey 
HSD

1 Younger 
than 25

2 25–34 -.29655* ,10122 ,018 -,5573 -,0358

3 35–44 -.48083* ,14658 ,006 -,8584 -,1032
4 45 and 
older

-,22180 ,16239 ,521 -,6401 ,1965

2 25–34 1 Younger 
than 25

.29655* ,10122 ,018 ,0358 ,5573

3 35–44 -,18428 ,15155 ,617 -,5747 ,2061
4 45 and 
older

,07474 ,16689 ,970 -,3552 ,5047

3 35–44 1 Younger 
than 25

.48083* ,14658 ,006 ,1032 ,8584

2 25–34 ,18428 ,15155 ,617 -,2061 ,5747
4 45 and 
older

,25902 ,19772 ,557 -,2503 ,7684

4 45 and 
older

1 Younger 
than 25

,22180 ,16239 ,521 -,1965 ,6401

2 25–34 -,07474 ,16689 ,970 -,5047 ,3552
3 35–44 -,25902 ,19772 ,557 -,7684 ,2503

Scheff e 1 Younger 
than 25

2 25–34 -.29655* ,10122 ,036 -,5803 -,0128

3 35–44 -.48083* ,14658 ,014 -,8917 -,0699
4 45 and 
older

-,22180 ,16239 ,601 -,6770 ,2334

2 25–34 1 Younger 
than 25

.29655* ,10122 ,036 ,0128 ,5803

3 35–44 -,18428 ,15155 ,687 -,6091 ,2406
4 45 and 
older

,07474 ,16689 ,977 -,3931 ,5426

3 35–44 1 Younger 
than 25

.48083* ,14658 ,014 ,0699 ,8917

2 25–34 ,18428 ,15155 ,687 -,2406 ,6091
4 45 and 
older

,25902 ,19772 ,634 -,2952 ,8133

4 45 and 
older

1 Younger 
than 25

,22180 ,16239 ,601 -,2334 ,6770

2 25–34 -,07474 ,16689 ,977 -,5426 ,3931
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3 35–44 -,25902 ,19772 ,634 -,8133 ,2952
LSD 1 Younger 

than 25
2 25–34 -.29655* ,10122 ,004 -,4953 -,0978

3 35–44 -.48083* ,14658 ,001 -,7687 -,1930
4 45 and 
older

-,22180 ,16239 ,172 -,5407 ,0971

2 25–34 1 Younger 
than 25

.29655* ,10122 ,004 ,0978 ,4953

3 35–44 -,18428 ,15155 ,224 -,4819 ,1133
4 45 and 
older

,07474 ,16689 ,654 -,2530 ,4025

3 35–44 1 Younger 
than 25

.48083* ,14658 ,001 ,1930 ,7687

2 25–34 ,18428 ,15155 ,224 -,1133 ,4819
4 45 and 
older

,25902 ,19772 ,191 -,1293 ,6473

4 45 and 
older

1 Younger 
than 25

,22180 ,16239 ,172 -,0971 ,5407

2 25–34 -,07474 ,16689 ,654 -,4025 ,2530
3 35–44 -,25902 ,19772 ,191 -,6473 ,1293

Dunnett 
C

1 Younger 
than 25

2 25–34 -.29655* ,10270   -,5623 -,0308

3 35–44 -.48083* ,13377   -,8311 -,1305
4 45 and 
older

-,22180 ,15696   -,6357 ,1921

2 25–34 1 Younger 
than 25

.29655* ,10270   ,0308 ,5623

3 35–44 -,18428 ,13743   -,5441 ,1756
4 45 and 
older

,07474 ,16009   -,3472 ,4967

3 35–44 1 Younger 
than 25

.48083* ,13377   ,1305 ,8311

2 25–34 ,18428 ,13743   -,1756 ,5441
4 45 and 
older

,25902 ,18159   -,2207 ,7388

4 45 and 
older

1 Younger 
than 25

,22180 ,15696   -,1921 ,6357

2 25–34 -,07474 ,16009   -,4967 ,3472
3 35–44 -,25902 ,18159   -,7388 ,2207

FAC_SERVICE Tukey 
HSD

1 Younger 
than 25

2 25–34 -.42051* ,10441 ,000 -,6895 -,1515

3 35–44 -.40977* ,15119 ,035 -,7992 -,0203
4 45 and 
older

,08869 ,16750 ,952 -,3428 ,5202

2 25–34 1 Younger 
than 25

.42051* ,10441 ,000 ,1515 ,6895

3 35–44 ,01074 ,15631 1,000 -,3919 ,4134
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4 45 and 
older

.50919* ,17214 ,017 ,0657 ,9526

3 35–44 1 Younger 
than 25

.40977* ,15119 ,035 ,0203 ,7992

2 25–34 -,01074 ,15631 1,000 -,4134 ,3919
4 45 and 
older

,49846 ,20394 ,070 -,0269 1,0238

4 45 and 
older

1 Younger 
than 25

-,08869 ,16750 ,952 -,5202 ,3428

2 25–34 -.50919* ,17214 ,017 -,9526 -,0657
3 35–44 -,49846 ,20394 ,070 -1,0238 ,0269

Scheff e 1 Younger 
than 25

2 25–34 -.42051* ,10441 ,001 -,7132 -,1278

3 35–44 -,40977 ,15119 ,063 -,8336 ,0140
4 45 and 
older

,08869 ,16750 ,964 -,3809 ,5582

2 25–34 1 Younger 
than 25

.42051* ,10441 ,001 ,1278 ,7132

3 35–44 ,01074 ,15631 1,000 -,4275 ,4489
4 45 and 
older

.50919* ,17214 ,034 ,0266 ,9917

3 35–44 1 Younger 
than 25

,40977 ,15119 ,063 -,0140 ,8336

2 25–34 -,01074 ,15631 1,000 -,4489 ,4275
4 45 and 
older

,49846 ,20394 ,114 -,0732 1,0701

4 45 and 
older

1 Younger 
than 25

-,08869 ,16750 ,964 -,5582 ,3809

2 25–34 -.50919* ,17214 ,034 -,9917 -,0266
3 35–44 -,49846 ,20394 ,114 -1,0701 ,0732

LSD 1 Younger 
than 25

2 25–34 -.42051* ,10441 ,000 -,6255 -,2155

3 35–44 -.40977* ,15119 ,007 -,7067 -,1129
4 45 and 
older

,08869 ,16750 ,597 -,2403 ,4176

2 25–34 1 Younger 
than 25

.42051* ,10441 ,000 ,2155 ,6255

3 35–44 ,01074 ,15631 ,945 -,2962 ,3177
4 45 and 
older

.50919* ,17214 ,003 ,1711 ,8473

3 35–44 1 Younger 
than 25

.40977* ,15119 ,007 ,1129 ,7067

2 25–34 -,01074 ,15631 ,945 -,3177 ,2962
4 45 and 
older

.49846* ,20394 ,015 ,0980 ,8990

4 45 and 
older

1 Younger 
than 25

-,08869 ,16750 ,597 -,4176 ,2403

2 25–34 -.50919* ,17214 ,003 -,8473 -,1711
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3 35–44 -.49846* ,20394 ,015 -,8990 -,0980
Dunnett 
C

1 Younger 
than 25

2 25–34 -.42051* ,10166   -,6835 -,1575

3 35–44 -,40977 ,16213   -,8349 ,0153
4 45 and 
older

,08869 ,16492   -,3463 ,5236

2 25–34 1 Younger 
than 25

.42051* ,10166   ,1575 ,6835

3 35–44 ,01074 ,16294   -,4166 ,4381
4 45 and 
older

.50919* ,16572   ,0721 ,9463

3 35–44 1 Younger 
than 25

,40977 ,16213   -,0153 ,8349

2 25–34 -,01074 ,16294   -,4381 ,4166
4 45 and 
older

,49846 ,20836   -,0517 1,0486

4 45 and 
older

1 Younger 
than 25

-,08869 ,16492   -,5236 ,3463

2 25–34 -.50919* ,16572   -,9463 -,0721
3 35–44 -,49846 ,20836   -1,0486 ,0517

FAC_
TECHNOLOGY

Tukey 
HSD

1 Younger 
than 25

2 25–34 -,20282 ,14694 ,512 -,5814 ,1757

3 35–44 ,02687 ,21292 ,999 -,5217 ,5754
4 45 and 
older

,33509 ,23456 ,482 -,2692 ,9393

2 25–34 1 Younger 
than 25

,20282 ,14694 ,512 -,1757 ,5814

3 35–44 ,22969 ,22031 ,724 -,3379 ,7972
4 45 and 
older

,53791 ,24128 ,116 -,0837 1,1595

3 35–44 1 Younger 
than 25

-,02687 ,21292 ,999 -,5754 ,5217

2 25–34 -,22969 ,22031 ,724 -,7972 ,3379
4 45 and 
older

,30822 ,28629 ,704 -,4293 1,0457

4 45 and 
older

1 Younger 
than 25

-,33509 ,23456 ,482 -,9393 ,2692

2 25–34 -,53791 ,24128 ,116 -1,1595 ,0837
3 35–44 -,30822 ,28629 ,704 -1,0457 ,4293

Scheff e 1 Younger 
than 25

2 25–34 -,20282 ,14694 ,593 -,6148 ,2091

3 35–44 ,02687 ,21292 ,999 -,5700 ,6238
4 45 and 
older

,33509 ,23456 ,564 -,3224 ,9926

2 25–34 1 Younger 
than 25

,20282 ,14694 ,593 -,2091 ,6148

3 35–44 ,22969 ,22031 ,780 -,3879 ,8473
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4 45 and 
older

,53791 ,24128 ,175 -,1385 1,2143

3 35–44 1 Younger 
than 25

-,02687 ,21292 ,999 -,6238 ,5700

2 25–34 -,22969 ,22031 ,780 -,8473 ,3879
4 45 and 
older

,30822 ,28629 ,763 -,4943 1,1108

4 45 and 
older

1 Younger 
than 25

-,33509 ,23456 ,564 -,9926 ,3224

2 25–34 -,53791 ,24128 ,175 -1,2143 ,1385
3 35–44 -,30822 ,28629 ,763 -1,1108 ,4943

LSD 1 Younger 
than 25

2 25–34 -,20282 ,14694 ,168 -,4914 ,0858

3 35–44 ,02687 ,21292 ,900 -,3913 ,4450
4 45 and 
older

,33509 ,23456 ,154 -,1255 ,7957

2 25–34 1 Younger 
than 25

,20282 ,14694 ,168 -,0858 ,4914

3 35–44 ,22969 ,22031 ,298 -,2030 ,6623
4 45 and 
older

.53791* ,24128 ,026 ,0641 1,0118

3 35–44 1 Younger 
than 25

-,02687 ,21292 ,900 -,4450 ,3913

2 25–34 -,22969 ,22031 ,298 -,6623 ,2030
4 45 and 
older

,30822 ,28629 ,282 -,2540 ,8705

4 45 and 
older

1 Younger 
than 25

-,33509 ,23456 ,154 -,7957 ,1255

2 25–34 -.53791* ,24128 ,026 -1,0118 -,0641
3 35–44 -,30822 ,28629 ,282 -,8705 ,2540

Dunnett 
C

1 Younger 
than 25

2 25–34 -,20282 ,14224   -,5710 ,1653

3 35–44 ,02687 ,24444   -,6150 ,6687
4 45 and 
older

,33509 ,25490   -,3383 1,0085

2 25–34 1 Younger 
than 25

,20282 ,14224   -,1653 ,5710

3 35–44 ,22969 ,25473   -,4387 ,8980
4 45 and 
older

,53791 ,26479   -,1608 1,2366

3 35–44 1 Younger 
than 25

-,02687 ,24444   -,6687 ,6150

2 25–34 -,22969 ,25473   -,8980 ,4387
4 45 and 
older

,30822 ,33110   -,5662 1,1827

4 45 and 
older

1 Younger 
than 25

-,33509 ,25490   -1,0085 ,3383

2 25–34 -,53791 ,26479   -1,2366 ,1608
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3 35–44 -,30822 ,33110   -1,1827 ,5662
FAC_STORE_
VALUE

Tukey 
HSD

1 Younger 
than 25

2 25–34 -,22776 ,09231 ,066 -,4656 ,0100

3 35–44 -,11917 ,13362 ,809 -,4634 ,2250
4 45 and 
older

-,02730 ,14803 ,998 -,4086 ,3540

2 25–34 1 Younger 
than 25

,22776 ,09231 ,066 -,0100 ,4656

3 35–44 ,10859 ,13810 ,861 -,2472 ,4644
4 45 and 
older

,20047 ,15209 ,552 -,1913 ,5923

3 35–44 1 Younger 
than 25

,11917 ,13362 ,809 -,2250 ,4634

2 25–34 -,10859 ,13810 ,861 -,4644 ,2472
4 45 and 
older

,09188 ,18018 ,957 -,3723 ,5560

4 45 and 
older

1 Younger 
than 25

,02730 ,14803 ,998 -,3540 ,4086

2 25–34 -,20047 ,15209 ,552 -,5923 ,1913
3 35–44 -,09188 ,18018 ,957 -,5560 ,3723

Scheff e 1 Younger 
than 25

2 25–34 -,22776 ,09231 ,109 -,4865 ,0310

3 35–44 -,11917 ,13362 ,851 -,4937 ,2554
4 45 and 
older

-,02730 ,14803 ,998 -,4423 ,3877

2 25–34 1 Younger 
than 25

,22776 ,09231 ,109 -,0310 ,4865

3 35–44 ,10859 ,13810 ,892 -,2785 ,4957
4 45 and 
older

,20047 ,15209 ,629 -,2259 ,6268

3 35–44 1 Younger 
than 25

,11917 ,13362 ,851 -,2554 ,4937

2 25–34 -,10859 ,13810 ,892 -,4957 ,2785
4 45 and 
older

,09188 ,18018 ,967 -,4132 ,5970

4 45 and 
older

1 Younger 
than 25

,02730 ,14803 ,998 -,3877 ,4423

2 25–34 -,20047 ,15209 ,629 -,6268 ,2259
3 35–44 -,09188 ,18018 ,967 -,5970 ,4132

LSD 1 Younger 
than 25

2 25–34 -.22776* ,09231 ,014 -,4090 -,0465

3 35–44 -,11917 ,13362 ,373 -,3816 ,1432
4 45 and 
older

-,02730 ,14803 ,854 -,3180 ,2634

2 25–34 1 Younger 
than 25

.22776* ,09231 ,014 ,0465 ,4090

3 35–44 ,10859 ,13810 ,432 -,1626 ,3798
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4 45 and 
older

,20047 ,15209 ,188 -,0982 ,4991

3 35–44 1 Younger 
than 25

,11917 ,13362 ,373 -,1432 ,3816

2 25–34 -,10859 ,13810 ,432 -,3798 ,1626
4 45 and 
older

,09188 ,18018 ,610 -,2620 ,4457

4 45 and 
older

1 Younger 
than 25

,02730 ,14803 ,854 -,2634 ,3180

2 25–34 -,20047 ,15209 ,188 -,4991 ,0982
3 35–44 -,09188 ,18018 ,610 -,4457 ,2620

Dunnett 
C

1 Younger 
than 25

2 25–34 -.22776* ,08634   -,4511 -,0044

3 35–44 -,11917 ,16257   -,5459 ,3075
4 45 and 
older

-,02730 ,15572   -,4384 ,3838

2 25–34 1 Younger 
than 25

.22776* ,08634   ,0044 ,4511

3 35–44 ,10859 ,16401   -,3219 ,5391
4 45 and 
older

,20047 ,15722   -,2146 ,6155

3 35–44 1 Younger 
than 25

,11917 ,16257   -,3075 ,5459

2 25–34 -,10859 ,16401   -,5391 ,3219
4 45 and 
older

,09188 ,20903   -,4599 ,6436

4 45 and 
older

1 Younger 
than 25

,02730 ,15572   -,3838 ,4384

2 25–34 -,20047 ,15722   -,6155 ,2146
3 35–44 -,09188 ,20903   -,6436 ,4599

FAC_
EXPERIENCE

Tukey 
HSD

1 Younger 
than 25

2 25–34 -,25204 ,10530 ,079 -,5233 ,0192

3 35–44 -,14388 ,15242 ,781 -,5365 ,2488
4 45 and 
older

,14018 ,16885 ,840 -,2948 ,5752

2 25–34 1 Younger 
than 25

,25204 ,10530 ,079 -,0192 ,5233

3 35–44 ,10816 ,15753 ,902 -,2976 ,5140
4 45 and 
older

,39222 ,17348 ,108 -,0547 ,8391

3 35–44 1 Younger 
than 25

,14388 ,15242 ,781 -,2488 ,5365

2 25–34 -,10816 ,15753 ,902 -,5140 ,2976
4 45 and 
older

,28406 ,20552 ,511 -,2454 ,8135

4 45 and 
older

1 Younger 
than 25

-,14018 ,16885 ,840 -,5752 ,2948

2 25–34 -,39222 ,17348 ,108 -,8391 ,0547
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3 35–44 -,28406 ,20552 ,511 -,8135 ,2454
Scheff e 1 Younger 

than 25
2 25–34 -,25204 ,10530 ,127 -,5472 ,0431

3 35–44 -,14388 ,15242 ,828 -,5712 ,2834
4 45 and 
older

,14018 ,16885 ,876 -,3332 ,6135

2 25–34 1 Younger 
than 25

,25204 ,10530 ,127 -,0431 ,5472

3 35–44 ,10816 ,15753 ,925 -,3334 ,5498
4 45 and 
older

,39222 ,17348 ,165 -,0941 ,8785

3 35–44 1 Younger 
than 25

,14388 ,15242 ,828 -,2834 ,5712

2 25–34 -,10816 ,15753 ,925 -,5498 ,3334
4 45 and 
older

,28406 ,20552 ,592 -,2921 ,8602

4 45 and 
older

1 Younger 
than 25

-,14018 ,16885 ,876 -,6135 ,3332

2 25–34 -,39222 ,17348 ,165 -,8785 ,0941
3 35–44 -,28406 ,20552 ,592 -,8602 ,2921

LSD 1 Younger 
than 25

2 25–34 -.25204* ,10530 ,017 -,4588 -,0453

3 35–44 -,14388 ,15242 ,346 -,4432 ,1554
4 45 and 
older

,14018 ,16885 ,407 -,1914 ,4718

2 25–34 1 Younger 
than 25

.25204* ,10530 ,017 ,0453 ,4588

3 35–44 ,10816 ,15753 ,493 -,2012 ,4175
4 45 and 
older

.39222* ,17348 ,024 ,0515 ,7329

3 35–44 1 Younger 
than 25

,14388 ,15242 ,346 -,1554 ,4432

2 25–34 -,10816 ,15753 ,493 -,4175 ,2012
4 45 and 
older

,28406 ,20552 ,167 -,1195 ,6877

4 45 and 
older

1 Younger 
than 25

-,14018 ,16885 ,407 -,4718 ,1914

2 25–34 -.39222* ,17348 ,024 -,7329 -,0515
3 35–44 -,28406 ,20552 ,167 -,6877 ,1195

Dunnett 
C

1 Younger 
than 25

2 25–34 -,25204 ,10308   -,5188 ,0147

3 35–44 -,14388 ,15818   -,5586 ,2708
4 45 and 
older

,14018 ,17323   -,3169 ,5973

2 25–34 1 Younger 
than 25

,25204 ,10308   -,0147 ,5188

3 35–44 ,10816 ,16014   -,3117 ,5280
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4 45 and 
older

,39222 ,17502   -,0696 ,8540

3 35–44 1 Younger 
than 25

,14388 ,15818   -,2708 ,5586

2 25–34 -,10816 ,16014   -,5280 ,3117
4 45 and 
older

,28406 ,21220   -,2764 ,8445

4 45 and 
older

1 Younger 
than 25

-,14018 ,17323   -,5973 ,3169

2 25–34 -,39222 ,17502   -,8540 ,0696
3 35–44 -,28406 ,21220   -,8445 ,2764

FAC_
EXPRESSIVE

Tukey 
HSD

1 Younger 
than 25

2 25–34 -.48560* ,11739 ,000 -,7880 -,1832

3 35–44 -,26992 ,16992 ,386 -,7076 ,1678
4 45 and 
older

,07934 ,18824 ,975 -,4056 ,5643

2 25–34 1 Younger 
than 25

.48560* ,11739 ,000 ,1832 ,7880

3 35–44 ,21568 ,17562 ,609 -,2367 ,6681
4 45 and 
older

.56494* ,19340 ,019 ,0667 1,0632

3 35–44 1 Younger 
than 25

,26992 ,16992 ,386 -,1678 ,7076

2 25–34 -,21568 ,17562 ,609 -,6681 ,2367
4 45 and 
older

,34925 ,22912 ,423 -,2410 ,9395

4 45 and 
older

1 Younger 
than 25

-,07934 ,18824 ,975 -,5643 ,4056

2 25–34 -.56494* ,19340 ,019 -1,0632 -,0667
3 35–44 -,34925 ,22912 ,423 -,9395 ,2410

Scheff e 1 Younger 
than 25

2 25–34 -.48560* ,11739 ,001 -,8147 -,1565

3 35–44 -,26992 ,16992 ,472 -,7462 ,2064
4 45 and 
older

,07934 ,18824 ,981 -,4484 ,6070

2 25–34 1 Younger 
than 25

.48560* ,11739 ,001 ,1565 ,8147

3 35–44 ,21568 ,17562 ,680 -,2766 ,7080
4 45 and 
older

.56494* ,19340 ,037 ,0228 1,1071

3 35–44 1 Younger 
than 25

,26992 ,16992 ,472 -,2064 ,7462

2 25–34 -,21568 ,17562 ,680 -,7080 ,2766
4 45 and 
older

,34925 ,22912 ,509 -,2930 ,9915

4 45 and 
older

1 Younger 
than 25

-,07934 ,18824 ,981 -,6070 ,4484

2 25–34 -.56494* ,19340 ,037 -1,1071 -,0228
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3 35–44 -,34925 ,22912 ,509 -,9915 ,2930
LSD 1 Younger 

than 25
2 25–34 -.48560* ,11739 ,000 -,7161 -,2551

3 35–44 -,26992 ,16992 ,113 -,6036 ,0638
4 45 and 
older

,07934 ,18824 ,674 -,2903 ,4490

2 25–34 1 Younger 
than 25

.48560* ,11739 ,000 ,2551 ,7161

3 35–44 ,21568 ,17562 ,220 -,1292 ,5606
4 45 and 
older

.56494* ,19340 ,004 ,1851 ,9447

3 35–44 1 Younger 
than 25

,26992 ,16992 ,113 -,0638 ,6036

2 25–34 -,21568 ,17562 ,220 -,5606 ,1292
4 45 and 
older

,34925 ,22912 ,128 -,1007 ,7992

4 45 and 
older

1 Younger 
than 25

-,07934 ,18824 ,674 -,4490 ,2903

2 25–34 -.56494* ,19340 ,004 -,9447 -,1851
3 35–44 -,34925 ,22912 ,128 -,7992 ,1007

Dunnett 
C

1 Younger 
than 25

2 25–34 -.48560* ,11557   -,7846 -,1866

3 35–44 -,26992 ,18181   -,7467 ,2068
4 45 and 
older

,07934 ,18060   -,3969 ,5556

2 25–34 1 Younger 
than 25

.48560* ,11557   ,1866 ,7846

3 35–44 ,21568 ,18478   -,2688 ,7002
4 45 and 
older

.56494* ,18359   ,0809 1,0490

3 35–44 1 Younger 
than 25

,26992 ,18181   -,2068 ,7467

2 25–34 -,21568 ,18478   -,7002 ,2688
4 45 and 
older

,34925 ,23109   -,2608 ,9594

4 45 and 
older

1 Younger 
than 25

-,07934 ,18060   -,5556 ,3969

2 25–34 -.56494* ,18359   -1,0490 -,0809
3 35–44 -,34925 ,23109   -,9594 ,2608

FAC_STATUS Tukey 
HSD

1 Younger 
than 25

2 25–34 -.45921* ,13173 ,003 -,7986 -,1198

3 35–44 -,32161 ,19068 ,332 -,8128 ,1696
4 45 and 
older

,13857 ,21125 ,913 -,4056 ,6828

2 25–34 1 Younger 
than 25

.45921* ,13173 ,003 ,1198 ,7986

3 35–44 ,13759 ,19708 ,898 -,3701 ,6453
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4 45 and 
older

.59778* ,21703 ,031 ,0387 1,1569

3 35–44 1 Younger 
than 25

,32161 ,19068 ,332 -,1696 ,8128

2 25–34 -,13759 ,19708 ,898 -,6453 ,3701
4 45 and 
older

,46019 ,25712 ,279 -,2022 1,1225

4 45 and 
older

1 Younger 
than 25

-,13857 ,21125 ,913 -,6828 ,4056

2 25–34 -.59778* ,21703 ,031 -1,1569 -,0387
3 35–44 -,46019 ,25712 ,279 -1,1225 ,2022

Scheff e 1 Younger 
than 25

2 25–34 -.45921* ,13173 ,007 -,8285 -,0899

3 35–44 -,32161 ,19068 ,417 -,8562 ,2129
4 45 and 
older

,13857 ,21125 ,934 -,4536 ,7307

2 25–34 1 Younger 
than 25

.45921* ,13173 ,007 ,0899 ,8285

3 35–44 ,13759 ,19708 ,922 -,4149 ,6901
4 45 and 
older

,59778 ,21703 ,056 -,0106 1,2062

3 35–44 1 Younger 
than 25

,32161 ,19068 ,417 -,2129 ,8562

2 25–34 -,13759 ,19708 ,922 -,6901 ,4149
4 45 and 
older

,46019 ,25712 ,362 -,2606 1,1810

4 45 and 
older

1 Younger 
than 25

-,13857 ,21125 ,934 -,7307 ,4536

2 25–34 -,59778 ,21703 ,056 -1,2062 ,0106
3 35–44 -,46019 ,25712 ,362 -1,1810 ,2606

LSD 1 Younger 
than 25

2 25–34 -.45921* ,13173 ,001 -,7179 -,2005

3 35–44 -,32161 ,19068 ,092 -,6961 ,0529
4 45 and 
older

,13857 ,21125 ,512 -,2763 ,5534

2 25–34 1 Younger 
than 25

.45921* ,13173 ,001 ,2005 ,7179

3 35–44 ,13759 ,19708 ,485 -,2494 ,5246
4 45 and 
older

.59778* ,21703 ,006 ,1716 1,0240

3 35–44 1 Younger 
than 25

,32161 ,19068 ,092 -,0529 ,6961

2 25–34 -,13759 ,19708 ,485 -,5246 ,2494
4 45 and 
older

,46019 ,25712 ,074 -,0448 ,9651

4 45 and 
older

1 Younger 
than 25

-,13857 ,21125 ,512 -,5534 ,2763

2 25–34 -.59778* ,21703 ,006 -1,0240 -,1716
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3 35–44 -,46019 ,25712 ,074 -,9651 ,0448
Dunnett 
C

1 Younger 
than 25

2 25–34 -.45921* ,12863   -,7920 -,1264

3 35–44 -,32161 ,20311   -,8542 ,2110
4 45 and 
older

,13857 ,21547   -,4300 ,7071

2 25–34 1 Younger 
than 25

.45921* ,12863   ,1264 ,7920

3 35–44 ,13759 ,20626   -,4033 ,6785
4 45 and 
older

.59778* ,21844   ,0215 1,1741

3 35–44 1 Younger 
than 25

,32161 ,20311   -,2110 ,8542

2 25–34 -,13759 ,20626   -,6785 ,4033
4 45 and 
older

,46019 ,26912   -,2505 1,1709

4 45 and 
older

1 Younger 
than 25

-,13857 ,21547   -,7071 ,4300

2 25–34 -.59778* ,21844   -1,1741 -,0215
3 35–44 -,46019 ,26912   -1,1709 ,2505

FAC_
RELATIONSHIP

Tukey 
HSD

1 Younger 
than 25

2 25–34 -.61492* ,12083 ,000 -,9262 -,3037

3 35–44 -,39296 ,17490 ,112 -,8435 ,0576
4 45 and 
older

-,07881 ,19375 ,977 -,5779 ,4203

2 25–34 1 Younger 
than 25

.61492* ,12083 ,000 ,3037 ,9262

3 35–44 ,22196 ,18076 ,609 -,2437 ,6876
4 45 and 
older

.53611* ,19906 ,036 ,0233 1,0489

3 35–44 1 Younger 
than 25

,39296 ,17490 ,112 -,0576 ,8435

2 25–34 -,22196 ,18076 ,609 -,6876 ,2437
4 45 and 
older

,31415 ,23583 ,543 -,2934 ,9217

4 45 and 
older

1 Younger 
than 25

,07881 ,19375 ,977 -,4203 ,5779

2 25–34 -.53611* ,19906 ,036 -1,0489 -,0233
3 35–44 -,31415 ,23583 ,543 -,9217 ,2934

Scheff e 1 Younger 
than 25

2 25–34 -.61492* ,12083 ,000 -,9536 -,2762

3 35–44 -,39296 ,17490 ,169 -,8832 ,0973
4 45 and 
older

-,07881 ,19375 ,983 -,6220 ,4643

2 25–34 1 Younger 
than 25

.61492* ,12083 ,000 ,2762 ,9536

3 35–44 ,22196 ,18076 ,681 -,2848 ,7287
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4 45 and 
older

,53611 ,19906 ,065 -,0219 1,0941

3 35–44 1 Younger 
than 25

,39296 ,17490 ,169 -,0973 ,8832

2 25–34 -,22196 ,18076 ,681 -,7287 ,2848
4 45 and 
older

,31415 ,23583 ,621 -,3469 ,9752

4 45 and 
older

1 Younger 
than 25

,07881 ,19375 ,983 -,4643 ,6220

2 25–34 -,53611 ,19906 ,065 -1,0941 ,0219
3 35–44 -,31415 ,23583 ,621 -,9752 ,3469

LSD 1 Younger 
than 25

2 25–34 -.61492* ,12083 ,000 -,8522 -,3776

3 35–44 -.39296* ,17490 ,025 -,7364 -,0495
4 45 and 
older

-,07881 ,19375 ,684 -,4593 ,3017

2 25–34 1 Younger 
than 25

.61492* ,12083 ,000 ,3776 ,8522

3 35–44 ,22196 ,18076 ,220 -,1330 ,5769
4 45 and 
older

.53611* ,19906 ,007 ,1452 ,9270

3 35–44 1 Younger 
than 25

.39296* ,17490 ,025 ,0495 ,7364

2 25–34 -,22196 ,18076 ,220 -,5769 ,1330
4 45 and 
older

,31415 ,23583 ,183 -,1490 ,7773

4 45 and 
older

1 Younger 
than 25

,07881 ,19375 ,684 -,3017 ,4593

2 25–34 -.53611* ,19906 ,007 -,9270 -,1452
3 35–44 -,31415 ,23583 ,183 -,7773 ,1490

Dunnett 
C

1 Younger 
than 25

2 25–34 -.61492* ,11563   -,9141 -,3158

3 35–44 -,39296 ,19077   -,8933 ,1074
4 45 and 
older

-,07881 ,20703   -,6253 ,4676

2 25–34 1 Younger 
than 25

.61492* ,11563   ,3158 ,9141

3 35–44 ,22196 ,19144   -,2802 ,7242
4 45 and 
older

,53611 ,20764   -,0121 1,0843

3 35–44 1 Younger 
than 25

,39296 ,19077   -,1074 ,8933

2 25–34 -,22196 ,19144   -,7242 ,2802
4 45 and 
older

,31415 ,25718   -,3651 ,9934

4 45 and 
older

1 Younger 
than 25

,07881 ,20703   -,4676 ,6253

2 25–34 -,53611 ,20764   -1,0843 ,0121
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3 35–44 -,31415 ,25718   -,9934 ,3651

*. Th e mean diff erence is signifi cant at the 0.05 
level.



1635

ABSTRACT 
Many studies have looked at the relationships 
between green behaviour and various potential 
predictors of behaviour (Bong Ko & Jin, 2017; 
Joshi & Rahman, 2016), but seldom do these 
studies look in detail at the diff erent green 
behaviours and the extent to which they are 
being performed. Th is study details the diff erent 
green behaviours undertaken by a sample of 
South African consumers. Behaviours that are 
highlighted in this study include recycling, 
reduction, re-use, boycotts of harmful products, 
and buying green products. A descriptive 
research design was used and a descriptive 
statistical analysis was performed. A usable 
sample of 317 questionnaires was achieved. Th e 
study indicates that South African consumers 
are only moderately ecologically conscious in 
their consumer behaviour. Th e most commonly 
occurring eco-friendly behaviour performed 
by these consumers was to reduce their energy 
consumption by replacing their old energy-
ineffi  cient light bulbs with more effi  cient 
energy-saving bulbs. However, evidence of re-
use and recycling behaviours was less evident. 
Implications for management are discussed, and 
a green marketing strategy is recommended. 
Recommendations for future research and the 
limitations of the study are also provided.

Keywords: Ecologically conscious consumer 
behaviour (ECCB); Re-use; Recycle; Reduction
 
INTRODUCTION 
Overconsumption has led to unintended 
environmental degradation, making it a global 
challenge (Taufi que & Vaithianathan, 2018). 

Overconsumption is related to the increase 
in population in the last few decades. Th e 
behaviours of individual consumers are not only 
a major cause of the problem, but also a potential 
solution – if consumers behave in a sustainable, 
eco-friendly, or ‘green’ way. Th ere has been an 
adjustment in behaviour over the last decade, 
with more individuals buying green products and 
services (Laureti & Benedetti, 2018). However, 
this adjustment is insuffi  cient, and more needs 
to be done to encourage ecologically conscious 
consumer behavior.

Green behaviour comes in various forms and 
is given numerous labels, such as ‘ecologically 
conscious consumer behaviour’ (ECCB) 
(Straughan & Roberts, 1999:558), ‘pro-
environmental consumer behaviour’ (Barbarossa 
& De Pelsmacker, 2016), ‘environmentally friendly 
consumer behaviour’ (Th øgersen & Ölander, 
2003:225), and ‘green consumer behaviour’ 
(Narula & Desore, 2016).

While there may be subtle diff erence between 
these, they all basically describe behaviour 
that exhibits an interest in and awareness of 
‘green’, and an ongoing attempt to protect the 
environment (Chen & Chai, 2010: 30). Albayrak, 
Caber, Moutinho and Herstein (2011:189), 
for example, defi ne ‘eco-friendly behaviour’ as 
involving “an individual’s eff orts to limit negative 
actions which may be harmful to the natural and 
physical environment”, while Barbarossa and De 
Pelsmacker (2016:4) defi ne ‘green consumers’ as 
“those individuals who engage in a set of pro-
environmental behaviors (e.g., recycling, reducing 
household waste) primarily for environmental 
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reasons”.

Many studies have looked at the relationships 
between green behaviour and various potential 
predictors of behaviour such as knowledge, 
attitude, and perceived consumer control (Gandhi 
& Sheorey, 2019; Emekci, 2019; Moser, 2015); 
but seldom do these studies look in detail at the 
diff erent green behaviours and the extent to which 
they are being performed (Johnstone & Tan, 
2015). Some behaviours are easier for consumers 
to perform, such as conserving electricity by 
turning off  lights; while others require more 
cost and eff ort, such as recycling. From a social 
marketing perspective, these diff erent behaviours 
may require diff erent interventions from diff erent 
stakeholders. Encouraging consumers to buy 
green products may require traditional marketing 
communication eff orts by their producers (Rex 
& Baumann, 2007), while the conservation 
of limited resources, such as energy, may 
require social marketing initiatives that involve 
both non-governmental and governmental 
communication eff orts – but also, potentially, 
fi nancial incentives, or punitive measures such 
as charging higher rates for excessive water or 
electricity consumption. Th us, while research to 
understand the predictors of green behaviour 
is important, it is also important to understand 
which behaviours are being performed and which 
are not, so that appropriate actions can be taken 
to encourage these specifi c behaviours.

Th e purpose of this research, therefore, was 
to determine the extent of the performance of 
various green behaviours, including recycling, re-
using, reducing, purchasing green products, and 
avoiding environmentally unfriendly products, 
among South African consumers. Th is paper 
continues with a review of the literature on 
green consumer behaviour and types of green 
consumers.

LITERATURE REVIEW 
Th e value of the green market is estimated to be 
four trillion US dollars (Tilley, 2018) – a signifi cant 
increase since 2009, when it was just 200 billion 
US dollars globally (Gupta & Ogden, 2009). 
Th ere is thus a clear increase in the adoption of 
ecologically conscious consumption behaviours. 
In South Africa the green economy is increasing, 

but is worth a fraction of the value revealed by 
the global statistics. Research conducted in South 
Africa in 2009 showed that about two million 
green consumers lived in urban areas, mostly in 
the Western Cape and Gauteng (TGI, 2009:1). 
Th us it can be deduced that green consumers are 
primarily situated in urban areas. In the sections 
that follow, this study intends to highlight a) 
the subject of green consumer behaviour; b) 
the diff erent classifi cation of green consumers 
globally; c) types of environmental behaviours; 
and d) environmental activism, in order to 
contextualise the study and its main focus.

GREEN CONSUMER BEHAVIOUR 
Green consumers have been central to the growth 
of green marketing, and their role is essential to 
the green revolution (Paul, Modi & Patel, 2016). 
Comprehending green consumers is important to 
business and to the protection of the environment. 
Knowing the target audience is key if green 
marketers are to produce eff ective marketing 
campaigns and sell green products (Priebe, 2010). 
Th e target audience of consumers around the 
globe who are willing to purchase green products 
and services is growing (DERM, 2012).

Green consumers are understood to be people 
who have a particular interest in and awareness 
of ‘green’ issues (Chen & Chai, 2010). Green 
consumers are not only particularly interested in 
the environment, but also constantly attempt to 
change their behaviours to protect it (Chen & Chai, 
2010). One way to reduce the negative impact 
that human beings have on the environment is 
to purchase green products and adopt ways to 
reduce behaviours that threaten the environment. 
Green or eco-friendly behaviour also “involves 
an individual’s eff orts to limit negative actions 
which may be harmful to the natural and physical 
environment” (Albayrak, Caber, Moutinho & 
Herstein, 2011).

In earlier decades, ‘going green’ was only 
practised by the educated and by citizens of fi rst 
world countries. However, third world countries 
are now participating in this revolution (Lartey, 
Yirenkyi, Adomako, Danso, Amankwah‐Amoah 
& Alam, 2019). Marketers who are attempting to 
achieve a competitive edge in the lucrative green 
consumer market need to know that it is still 
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growing (TGI, 2009).

TYPES OF GREEN CONSUMERS 
Researchers have developed various classifi cations 
of the diff erent types of green consumer (Shabani, 
Ashoori, Taghinejad, Beyrami & Noor Fekri, 
2013). Shabani et al. (2013), for example, talk 
about pure greens, moderate greens, light greens, 
poor greens, and indiff erent greens, while Rex and 
Baumann (2007) classify consumers into true-
blue greens, greenback greens, sprouts, grousers, 
and basic browns. Th e table below shows a 
classifi cation of US green consumers using Rex 
and Baumann’s categories.

TABLE 1: CONSUMER TYPOLOGY (US ROPER 
STARCH WORLDWIDE)  (REX & BAUMANN, 2007)

Consumer typology (US Roper Starch 
Worldwide)

11% True-blue 
greens

Major green purchasers 
and recyclers

5% Greenback 
greens

Will buy green, but won’t 
make lifestyle changes

33% Sprouts
Care, but would only 
spend a little more to buy 
green

18% Grousers Th e environment is 
somebody else’s problem

31% Basic 
browns

Essentially don’t/won’t 
care

TYPES OF ENVIRONMENTAL BEHAVIOUR 
Studies have classifi ed the diff erent eco-friendly 
behaviours in diff erent ways (Chua, 2012b). Chua 
(2012b) classifi es pro-environmental behaviours 
as ‘curtailment’ and ‘technology choice’.

Curtailment behaviours 
Curtailment behaviours are based on the notion of 
consuming less and reducing the use of materials 
and energy to assist the struggle for environmental 
sustainability (Chua, 2012b). Curtailment 
behaviours are those that occur on a daily basis, 
such as water and energy conservation and the 
reduced use of private cars. Th ese behaviours are 
associated with a change of habits, and need to be 
implemented from a policy perspective (Gardner 
& Abraham, 2007). Th e three main curtailment 
behaviours are:

a. Recycling 

Awareness of the importance of recycling has 
increased, but products such as paper and other 
recycleable items are still landing on dump sites 
(Prasa, 2012). Recycling is a well-known green 
activity in which many people claim to have 
participated. A study conducted in Devon, UK 
showed that respondents who participated in 
recycling did so each day (Barr & Gilg, 2006:23; 
Majláth, 2010). Th e availability of facilities to 
recycle waste is said to contribute to consumers’ 
participation in recycling (Price & Pitt, 2011).

b. Re-use
Re-use lessens the impact on the environment 
caused by manufacturing, as products can be re-
used for the same purpose for which they were 
created, or for other good uses before they are 
recycled (Singh, Ramakrishna & Gupta, 2017)

c. Reduction
Economic growth has been instrumental 
in the increased production of waste: as the 
economy grows, production increases; increased 
production causes an increase in consumption, 
which leads to an increase in waste materials. 
Th is puts pressure on the environment (King, 
Burgess, Ijomah & McMahon, 2006). Reducing 
the use of products and services that have a 
negative impact on the environment is important 
to environmental sustainability (Tukker & Jansen, 
2006; Atkinson & Kim, 2015).

Environmental activism 
Th is type of behaviour includes consumers 
who are actively involved with environmental 
organisations and who demonstrate in order 
to champion their belief (Stern, 2000; Paco & 
Gouveia Rodrigues, 2016.). Th ese behaviours 
are performed by environmental activists and 
true greens. Environmental activism involves 
consumers adopting a totally green lifestyle 
(Stern, 2000; Paco & Gouveia Rodrigues, 2016.).

a. Non-activist behaviours in the public sphere 
Th is class of people supports policies that are 
pro-environmental, and includes people such 
as political scientists and academic researchers 
(Park & Ha, 2012). Public policies such as higher 
tax fi nes for not complying with written policies 
are very important, as they can change the habits 



1638
WWW.IBC-CONFERENCE.COM

of many individuals (Churchill, 2010).

b. Private sphere environmentalism
Most research has been conducted on this 
category of behaviour, which is the private 
application of environment knowledge in such 
a way that the consumer adopts an eco-friendly 
lifestyle (Stern, 2000). Stern (2000) states that 
this category focuses on the purchase, use, and 
disposal of products that households use and 
that have an impact on the environment. Private 
sphere environmentalism has a direct impact on 
the environment, especially when aggregated.

Some of the private sphere environmentalism 
that has been adopted, according to a survey 
conducted in the USA, includes 58% of U.S. 
consumers trying to save electricity at home, 
46% recycling newspapers, 45% returning bottles 
or cans, and 23% buying products made from, 
or packaged in, recycled materials (Ginsberg & 
Bloom, 2004).

METHODOLOGY 
Design, target population, and sample 
For this particular research, a descriptive research 
design was used, with quantitative research 
methods as its basis. Th e target population 
was adult residents in the Pietermaritzburg 
area of South Africa. Th e adult population is 
seen as an appropriate population, since they 
possess purchasing power. In the South African 
constitution, any person above the age of 18 is 
considered to be an adult, and thus has the capacity 
to make their own decisions (Strode, Slack & 
Essack, 2010). Since the questionnaire included 
a large number of constructs, each with multiple 
measures, it was anticipated to be fairly lengthy; 
thus it needed to be distributed to respondents 
where it would be convenient for them to 
complete them. Th e study site chosen was the 
Mkondeni Test Driving Centre (MTDC) licensing 
department in Pietermaritzburg, KwaZulu-Natal 
Province. Th is study site was chosen because it is 
where all Pietermaritzburg residents have to go to 
book and undergo their learner and driving tests, 
or to renew their licences. Th us it off ers access 
to a large number of relevant members of the 
populace. Th ere are also usually fairly long queues, 
thus providing people who might be more likely 
to have time to answer the questionnaire, thereby 

improving the response rate. Th e MTDC is ideal 
for data collection, as it is the only testing centre in 
Pietermaritzburg, and most people who go there 
are over the age of 18 years, given the legal age 
restrictions for driving. It is acknowledged that 
any study site is likely to have some limitations. 
Due to restricted access to the full population, a 
non-probability, convenience sampling method 
was used. At the confi dence level of 95%, and with 
a 5% confi dence interval, a sample of 378 was 
desired (SSC, 2017:1). Th e researcher distributed 
378 questionnaires, and received 330, of which 
317 were usable in the study, giving an eff ective 
response rate of 84%.

Questionnaire 
Th e questionnaire was adapted from Straughan 
and Roberts (1999), and the ECCB scale was 
developed by Roberts (1996) and recently used by 
several other authors (Saleem, Eagle & Low, 2018; 
Bailey, Mishra & Tiamiyu, 2018). Th e questions 
covered various eco-friendly behaviours 
performed by consumers, including reduction 
behaviours, non-purchase of products harmful 
to the environment, green product purchasing, 
re-using behaviour, recycling, and avoidance of 
ecologically unfriendly products or packaging. 
Th e questions were in a fi ve-point Likert scale 
format ranging from 1 = ‘Strongly agree’ to 5 = 
‘Strongly disagree’. Th e questionnaire was pilot-
tested on a sample of 30 respondents who, when 
asked for feedback on the questionnaire, said 
they experienced no diffi  culty in answering the 
questions, nor did they fi nd the questionnaire too 
long. Th us no changes were made to the research 
instrument. Th e ECCB scale was found to be 
reliable, with a Cronbach’s alpha of 0.879.

Th e research instrument for this particular study 
adopted most of these approaches. Th e literature 
was used to develop a good understanding and 
clear defi nition of the underlying construct, 
which was constructed using a frequently used 
scale previously found to be reliable and valid. In 
addition, the research instrument was pre-tested 
in order to identify whether respondents were 
able to understand the content.

Sample description 
Th e participants needed to be above the age of 
18. 378 self-administered questionnaires were 
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distributed, of which 317 were usable, resulting 
in an eff ective response rate of 84%. In the usable 
sample, 50.5% of the respondents were males 
and 45.4% of the respondents were female. Th e 
sample profi le shows that respondents were 
highly educated, with the majority (54.9%) of the 
respondents claiming to have a degree or higher 
qualifi cation. Th e majority of the respondents 
claimed to be of African descent, youth, and 
living in a suburban area. Th e average income 
of participants in the study was above R80000; a 
substantial (16.5%) percentage of respondents did 
not indicate which income bracket they fell into. 
Th is non-disclosure could be related to privacy 
issues, with people not wanting others to know 
how much their households earn.

Results and discussion 
Th is section focuses on the green behaviours of 
respondents. Although the statements in this 
section were jumbled in the questionnaire to 
prevent halo eff ect bias, the section is further 
subdivided by grouping questions that relate to 
the same or similar topics. Th e sub-headings are: 
reducing, re-using, recycling, non-purchase of 
products that are harmful to the environment, 
and purchasing green products, In the tables 
that follow, the scores for ‘strongly agree’ and 
‘agree’ were added together in the column ATSE 
(‘agreed to some extent’); N = ‘neutral’; and DTSE 
= ‘disagreed to some extent’, which combined the 

scores for ‘disagree’ and ‘strongly disagree’.

Th e fi ndings included in Table 2 show the 
following key fi ndings that relate to reducing as 
an action to achieve environmental sustainability.

Th e reduction of fuel consumption is critical for 
decreasing CO2 emissions into the atmosphere 
before the goal of a more sustainable environment 
can be realised (Harvey, Th orpe & Fairchild, 
2013:507). In a study in Belgium and another in 
the USA, 82.5% and 81.9% of the respondents 
respectively indicated that they would drive less 
when the price of fuel increased (Skipper, Liesbeth, 
Michael, Gina, Guido & Wim, 2009: 974). Th e 
high percentages show that consumers around 
the world are willing to drive less to save fuel. In 
the current study, just less than half (45.1%) of the 
respondents indicated that they limit their driving 
in order to save fuel, which ultimately saves the 
environment. Th e extent of this behaviour among 
South African respondents is considerably lower 
than in the USA and Belgium. It should be noted 
that a large percentage (32.2%) of respondents 
were neutral on this issue. Th is may be explained 
by an observation made during the distribution 
of the questionnaires at the MTDC licensing 
department, that many people used public 
transport to get to the centre, and thus may not 
have had a car in the fi rst place.

TABLE 2: REDUCTION BEHAVIOURS FOR ENVIRONMENTAL SUSTAINABILITY

REDUCE  Frequency (percentage)
Statement ATSE N DTSE Missing Mean Std dev.
1. To save energy, I drive my 
car as little as possible. 143 (45.1) 102 (32.2) 63(19.9) 9(2.8) 2.59 1.16

2. I normally make a 
conscious eff ort to limit my 
use of products that are made 
of, or use, scarce resources.

159 (51.6) 92 (29) 57 (18) 9 (2.8) 2.56 1.03

4. I always try to use electric 
appliances (e.g., dishwasher, 
washer and dryer) before 10 
a.m. and aft er 10 p.m.

101 (31.9) 82 (25.9) 130 (41.5) 4 (1.3) 3.08 1.20

6. I have tried very hard 
to reduce the amount of 
electricity I use

234 (74.8) 47 (14.8) 32 (10.1) 4 (1.3) 2.05 1.01

30. I have signed a 49M Pledge 
to reduce electricity usage 79 (24.9) 83 (26.2) 151 (47.7) 4 (1.3) 3.32 1.20
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Th e structure of the question, To save fuel, I 
use my car less, led to another important verbal 
comment by a respondent when completing the 
questionnaire, that he “walks because it is costly to 
purchase fuel for my car”, making the cost of fuel 
the motive. It would be interesting to investigate 
further whether respondents use cars less because 
fuel is more expensive, rather than because of its 
impact on the environment. However, from an 
environmental sustainability perspective, it does 
not matter what the motive is, as long as the 
behaviour occurs.

A slightly higher percentage (51.6%) of the 
respondents agreed with the statement that they 
limit their use of products that are made of, or use, 
scarce resources. Th is seems to indicate that they 
are conscious of products that are made from 
scarce resources, such as trees, iron ore, coal, 
and other non-renewable resources products 
(Krautkraemer, 2005). Th is consciousness leads 
to their making limited use of these products. 
Th ere is a need to consider that almost one in 
every two respondents were either indiff erent to 
or were not adopting this behaviour as a lifestyle; 
thus there is still room for improvement here.

Th e consumption of electricity changes, 
depending on various factors such as the seasons, 
days in the week, and hours in the day (Sou et al., 
2011). Using electric appliances at a certain time 
or for a certain period is done in order to save 
energy and ultimately to sustain the environment 
(Eskom, 2014). A study in the Philippines in 
2010 by See, Liwayway, Melinda, Joseph and See 
(2010:368) found that 100% of their respondents 
indicated that they participated in scheduling 
their electricity usage for electrical appliances. 
Th is is in contrast to the fi ndings of this study, 
that only 31.9% of respondents indicated that they 
only use electrical appliances between 10pm and 

10am, when energy demand is lower. Th erefore 
there is a serious need for interventions that 
show respondents the importance of practising 
electrical appliance scheduling.

A study conducted in South Africa by the 
Department of Energy showed that 41% of 
respondents used an electricity reduction 
strategy in order to cope with the increase in 
electricity prices (HSRC, 2012:64). In the same 
study, KwaZulu-Natal achieved the highest 
percentage (64%) of respondents who had looked 
into reducing their use of electricity. Although 
the reason for reduced electricity use was not 
primarily the environment, it does support the 
sustainability of the environment. In contrast 
with the above results, this study found that a 
large majority (74.8%) of the respondents agreed 
to some extent with the statement, I have tried 
very hard to reduce the amount of electricity I 
use, with the mean also being very low at 2.05. 
Th e percentage shows that people are helping to 
save the planet (consciously or unconsciously) 
by trying to save electricity. Only about a quarter 
of the respondents had signed the 49M pledge, 
which was iniated by Eskom to challenge each 
of the 49 million people in South Africa to take 
responsibility for their electricity consumption, 
and thus reduce the country’s consumption to 
manageable and sustainable levels.

When assessing the respondents’ purchasing 
behaviour in terms of the re-usability of the 
containers of the products that they purchase, 
41.4% indicated that they buy products packaged 
in re-usable containers.

In research conducted by the House of Commons 
in the UK, 51% of the people in Wales and 22% 
in Scotland re-used carriers bags (HCEAC, 
2013:16). Similarly, the results of the current 
study show that 46.4% of respondents supply 

TABLE 3: STATEMENTS RELATED TO RE-USING PRODUCTS 

Re-use  Frequency (percentage)
Statement ATSE N DTSE Missing Mean Std dev.
14. Whenever possible, I buy 
products packaged in re-
usable containers.

163 (41.4) 83 (26.2) 60 (18.9) 11 (3.5) 2.53 1.09

21. I supply my own carrier 
bags at the supermarkets 147 (46.4) 47 (14.8) 114 (35.9) 9 (2.8) 2.82 1.39
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their own carriers bags at the supermarkets. Re-
useable packaging assists in reducing the number 
of scarce resources that are used in producing 
these packages, and reduces the disposal of waste 
packaging that fi lls up landfi ll sites.

Th e respondents in the study did not seem to 
participate to a great extent in re-using products 
for environmental purposes. Although almost 
half of the respondents supply their own carrier 
bags, over a third of them do not. Th e large 
number of neutral responses to Statement 14 may 
indicate that many respondents were not sure 
what a re-usable container is.

“Despite increased awareness around the 
importance of recycling, large amounts of 
recoverable paper and board packaging are still 
unnecessarily dumped in landfi ll sites” (Prasa, 
2012:1). Th e recycling of glass in particular can 
assist the sustainability of the environment by 
reducing air and water pollution by as much as 
20% and 50% respectively (WWF.Panda, 2014:1). 
A study conducted in South Africa by the Council 
for Scientifi c and Industrial Research (CSIR) 
showed that 27% of respondents who participated 
had been involved in some recycling behaviour 
(Oelofse, 2012). Th e current study revealed 
similar percentages – 40% (used recycling centre), 
35.7% (recycled paper products), 33.1% (recycled 
glass), 37.5% (used diff erent recycle bins), and 
37.7 (bought recycleable products) – to those of 
the CSIR research in terms of recycling behaviour. 
In the United Kingdom, the estimated percentage 
of recycling behaviour of households in the last 

three years has been just above 40%, with the 
target being 50% by the year 2020 (DEFRA, 2014). 
In a study in Zaragoza, Spain conducted by Fraj 
and Martinez (2007:30), results showed that 43% 
of their respondents agreed to making an eff ort 
to purchase products in recycleable containers, 
33.1% made an eff ort to recycle glass, and 40.3% 
agreed with the statement, I use diff erent recycling 
mechanisms for my household trash.

Only about a third of the respondents in the 
current study exhibited the various recycling 
behaviours – for example, 35.7% buy products 
made from recycled paper, 33.1% recycle glass, 
37.7% buy recycleable products, 40% use recycling 
centres, and 37.5% use diff erent recycling bins at 
home. Th us the results indicate a moderate level 
of recycling behavior – comparable to the study 
conducted in Spain mentioned above.

A study in Europe by the European Commission 
stated that 80% of their respondents indicated 
that their relatives and friends would consider it a 
‘good thing’ if they bought eco-friendly products 
(European Commission, 2013). Although this 
study used a slightly diff erently phrased question 
about convincing relatives and close friends 
not to purchase products that are damaging to 
the environment, the results showed that this 
sample was not as sure of spreading the message 
of green behaviour to families and friends. Only 
39.2% agreed to some extent with the statement, 
while 38.8% disagreed. Furthermore, 21.5% of 
respondents were neutral on the issue.

TABLE 4: STATEMENTS RELATED TO THE RECYCLING OF RECYCLEABLE MATERIALS

Recycling  Frequency (percentage)
Statement ATSE N DTSE Missing Mean Std dev.
9. I use a recycling centre or 
in some way recycle some of 
my household trash.

127 (40) 77 (24.3) 121 (35) 2 (0.7) 2.94 1.24

16. I buy products made 
from recycled paper 113 (35.7) 106 (33.4) 95 (30) 3 (0.9) 2.91 1.07

17. I make an eff ort to 
recycle glass 105 (33.1) 75 (23.7) 132 (41.6) 5 (1.6) 3.10 1.18

18. I make use of diff erent 
recycle bins for my waste 119 (37.5) 67 (21.1) 127 (40) 4 (1.3) 3.00 1.23

23. I try only to buy products 
that can be recycled 100 (37.7) 97 (30.6) 102 (32.1) 8 (2.5) 2.99 1.04
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A small majority (54.6%) of respondents stated 
that they would not buy a product if they knew 
that it was bad for the environment.

In the market there is always a choice between 
products (Stucke, 2013:166). Stucke (2013:166) 
adds that, in a competitive market, most 
choices are characterised by issues such as the 
price and quality of products. Th e fi ndings of 
the current study for the statement, If choice 
is available between two products, I will choose 
green products, indicate that a small majority 
(51.1%) of respondents behave in this way. 
Th us environmental choice criteria appear to be 
relevant for about half of these respondents. In the 
same study by the European Commission, only 
19% of respondents indicated that they do not 

use environmental impact as a purchase decision 
criterion (European Commission, 2013:59), thus 
representing a much higher use of environmental 
choice criteria in developed nations. A large 
percentage (40.8%) of respondents remained 
neutral about the statement, I do not buy 
products that harm the environment, while only 
32.4% of respondents agreed to some extent 
with this statement. Education and promotion 
interventions are clearly necessary to increase 
eco-friendly behaviour among these consumers.

Th ere is a need to boycott the products of 
companies that are not environmentally friendly 
(Laroche et al., 2001:514). Th e study by Laroche 
et al. (2001:514), conducted in Canada, found 
that 80% of respondents indicated that they were 

TABLE 5: NON-PURCHASE OF PRODUCTS THAT ARE HARMFUL TO THE ENVIRONMENT 

Non-purchase of 
products harmful to the 
environment

 Frequency (percentage)

Statement ATSE N DTSE Missing Mean Std dev.
10. I have convinced 
members of my family or 
friends not to buy some 
products that are harmful to 
the environment.

124 (39.2) 68 (21.5) 123(38.8) 2 (0.6) 2.98 1.19

7. If I understand the 
potential damage to the 
environment that some 
products can cause, I do not 
purchase these products.

173 (54.6) 87 (27.4) 52 (16.4) 5 (1.6) 2.45 1.06

15. When I have a choice 
between two equal products, 
I always purchase the one 
that is less harmful to the 
environment.

162 (51.1) 88 (27.8) 66 (20.8) 1 (0.3) 2.54 1.13

19. I will not buy a product 
if the company that sells it is 
ecologically irresponsible.

109 (35) 111 (35) 92 (29) 3 (1) 2.88 1.15

25. I do not buy household 
products that harm the 
environment.

102 (32.1) 128 (40.4) 84 (26.5) 3 (1) 2.89 1.04

5. I will not buy products 
that have excessive 
packaging

107 (33.7) 118 (37.2) 87 (27.5) 5 (1.6) 2.92 1.06

13. I don’t buy products in 
aerosol containers 68 (21.4) 109 (34.4) 131 (41.2) 9 (2.8) 3.24 1.04



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

1643

not willing to purchase products from companies 
that are known to be environmentally unfriendly. 
In contrast, in this study only 35% of the 
respondents stated that they would not purchase 
products from non-eco-friendly companies. 
Again, intervention is needed to improve this 
percentage.

Th e largest number of respondents (37.8%) 
gave a neutral response to the statement, I will 
not buy products that have excessive packaging, 
and only 33.7% of the respondents agreed to 
some extent that they do not buy products with 
excessive packaging. Th is fi nding could be as a 
result of respondents not understanding what 
‘excessive’ packaging is. Th is is in contrast to a 
survey conducted in China, where 97% of the 
respondents complained about the excessive 
packaging of products (Xinhua, 2012). Perhaps a 
rephrasing of the statement in the questionnaire 
would have assisted. However, it may also 
indicate that these consumers are not particularly 
concerned about the environmental friendliness 
of products’ packaging. An even smaller 
percentage (21.4%) of the respondents stated that 
they do not buy products in aerosol containers. 
Th e remaining 78.6% respondents did not show 
signs of behaving in an environmentally friendly 
manner through their packaging choices.

While respondents in this study apparently took 
very limited action to avoid non-green products, 
buying environmentally friendly products is also 
vital for the sustainability of the environment. 

Statistics from the European Commission survey 
show that 89% of their respondents state that 
purchasing green products can make a diff erence 
(European Commission, 2013:21).

Th e responses to the statement, I have switched 
products for ecological reasons, were diverse, 
without any clear majority either agreeing (36.6%) 
or disagreeing (27.1%) with the statement. Th e 
results are not quite as unsupportive of green 
behaviour as Fraj and Martinez (2007:30) found 
in Spain, where 48% of their respondents were 
not keen on switching products for sustainability 
reasons; however, the high neutral score (31.9%) 
may account for this diff erence.

More of the respondents (47.6%) stated that they 
purchase products that produce less pollution. 
Th ere are similarities in the two statements, 
as both did not achieve percentages where the 
majority of respondents state that they have 
either switched products for ecological reasons 
or purchased products that are produced with 
less pollution. Respondents, however, have acted 
more on purchasing products that produce less 
pollution than they have switched products for 
ecological reasons.

In Table 6, a small majority (53.9%) of the 
respondents agreed with the statement that they 
buy energy-effi  cient household appliances, while a 
large majority (75.2%) of the respondents agreed 
with the statement that they have replaced light 
bulbs with those with a smaller wattage. Eskom 

TABLE 6: STATEMENTS RELATED TO PURCHASING GREEN PRODUCTS

Purchasing green products  Frequency (percentage)
Statement ATSE N DTSE Missing Mean Std dev.
 8. I have switched products 
for ecological reasons 116 (36.6) 101 (31.9) 86 (27.1) 14 (4.4) 2.45 1.06

12. I have purchased 
products because they cause 
less pollution

151 (47.6) 91 (28.7) 73 (23.2) 2 (0.6) 2.67 1.06

3. I buy energy-effi  cient 
household appliances 171 (53.9) 90 (28.4) 44 (13.9) 12 (3.8) 2.49 0.96

11. I have replaced light 
bulbs in my home with those 
of smaller wattage so that I 
will conserve the electricity 
I use

236 (74.4) 37 (11.7) 41 (12.9) 3 (1) 2.05 1.20
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distributed 47 million compact fl uorescent lamps 
in 2012, thus making consumers aware of the 
impact of using light bulbs with a lower wattage 
(Boroughs, 2012:1). Th is fi nding is supported 
by Eskom’s statement on the roll-out of energy-
saving light bulbs: “Th ank you to all the South 
Africans, in small towns and in big, in rural and 
in urban areas, who participated in the Eskom 
Compact Fluorescent Bulbs (CFL) roll out 
programme. Together we have saved more than 1 
000 megawatts, and by using CFLs in future you 
will continue to save” (IDM, 2010:1).

A noteworthy comparison is with the reactions to 
the statement that asked respondents if they had 
switched products for ecological reasons. Fift y-
nine per cent of respondents were either indiff erent 
or did not switch products for ecological reasons. 
Again, it seems that the respondents’ switch to 
eco-friendly light bulbs was for cost, rather than 
ecological, reasons.

Th ese last two behavioural patterns reveal higher 
levels of participation than any other behavior, 
and support the Statement 6 fi nding that 74.8% 
of respondents agreed to some extent with the 
statement, I have tried very hard to reduce the 
amount of electricity I use. Th us behaviour related 
to electricity usage seems to be the only real 
area of green behaviour exhibited by this South 
African sample.

MANAGERIAL IMPLICATIONS 
Reduction for environmental sustainability 
purposes 
Th e results showed that respondents were making 
an eff ort to reduce activities that negatively 
aff ect the environment. Th is behaviour has to be 
encouraged.

Almost 50% of respondents also showed that they 
were driving less to reduce the amount of carbon 
emission. Th erefore, fewer carbon emissions were 
being emitted into the atmosphere; but there is a 
need to increase the number of people who take 
this action. Consumers need to be encouraged to 
form lift  clubs to school, or purchase bicycles so 
that they can cycle to university or work, or take 
public transport.

It is recommended that a study be carried out 

to determine what forms of transport people 
could use to get from point A to point B instead 
of private vehicles. Th ereaft er, a social marketing 
campaign should be implemented to encourage 
people to drive less or to use alternatives that are 
more environmentally friendly. Incentives could 
be off ered by government, such as subsidising 
public transport. Punitive measures, such as 
additional taxes on single-person car use, are also 
an option. Some cities have limited car access to 
city centres, and those wanting access must obtain 
permits at an extra cost. Th ese also encourage the 
use of public transport. However, in South Africa, 
an additional requirement would be a major 
infrastructural investment in alternative forms 
of public transport and the upgrading of existing 
public transport such as the rail systems. Bicycle 
subsidisation and infrastructure investment – for 
example, in cycle tracks – could encourage this 
more environmentally friendly transport use. 
Business could also focus their corporate social 
responsibility initiatives on these behaviour 
changes.

Using re-usable products 
Th e results showed that the majority of 
respondents did not participate in using re-usable 
products. Th e price associated with purchasing 
plastic bags at supermarkets has not aff ected 
consumers in the market, since millions of plastic 
bags are still sold each year. It is recommended 
that there be a total ban on plastic bags in order 
to increase the use of re-usable carrier bags. Th is 
has been done in some African countries, such as 
Uganda, and in fi rst world countries. Th is would 
increase the use of re-usable products. Another 
recommendation would be to educate people on 
the diff erent ways in which re-usable products 
can be used, and the cost benefi ts of re-using 
products. Th is can be done through educational 
drives in schools, universities, and workplaces.

Recycling of recycleable materials 
Th e recycling of recyclable materials has major 
economic benefi ts. Educating the general public 
in schools, institutions, and organisations about 
recycling their waste materials is crucial. It is 
recommended that educational organisations, 
particularly state-owned ones, be required to 
purchase diff erent recycle bins for diff erent 
waste materials. Th is would make it easier for 
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organisations to sort their recyclable waste. 
Th is could also be voluntary, and be carried 
out by training health and safety offi  cers to be 
environmental champions of the environmental 
cause in the workplace. Government could also 
encourage recycling by subsidising recycling 
bins and providing special incentives such as 
tax deductions for organisations that actively 
encourage recycling.

Th ere is a need to educate people to buy products 
made of recyclable material. Th is is seen in the 
results of the study that show that just over a 
third of the respondents indicated that they had 
bought products made from recyclable materials. 
Th is can be achieved by pointing to the benefi ts 
of purchasing products made from recyclable 
materials, which in turn could entice consumers 
to buy such products. A national symbol could 
be developed for recycled products to ensure 
consumer recognition of such products, thus 
encouraging their purchase – but also preventing 
companies from ‘greenwashing’ by using a variety 
of symbols that might not accurately and honestly 
refl ect genuine recycling.

Recycling paper products has a vast impact on the 
sustainability of the environment. Conducting 
reminder campaigns through the mass media 
to reinforce the importance of recycling paper 
materials is one possible solution for ensuring 
that more people recycle paper products.

Boycott of products that are harmful to the 
environment 
Th ere was overall consensus among the 
respondents to act against products that are 
harmful to the environment. But more need to 
take action against such products; and policies 
should be draft ed to enhance or support the 
respondents’ willingness to do so, such as 
governmental assistance to consumers who 
purchase green products – for example, a tax 
deduction incentive.

Furthermore, respondents need to be encouraged 
to put pressure on others to purchase products 
that are eco-friendly and not to purchase those 
products that harm the environment. Th ere needs 
to be a greater level of collective action among 
residents. Th e reason is that just under 40% of the 

respondents indicated that they had not informed 
someone close to them about abstaining from 
products that are harmful to the environment. 
Th is implies that at least 60% have either told their 
relatives and friends or have remained neutral. 
Using social marketing campaigns to change the 
perception of the respondents who stated that 
they had not encouraged others to abstain from 
buying environmentally harmful products would 
be important in the fi ght against the depletion 
of the environment. Green marketers would 
need to sell the idea of telling someone about 
the dangers of purchasing products that are not 
environmentally friendly. Advertisements that 
show communities/families standing together 
in the fi ght against purchasing harmful products 
will help to create a collective mindset.

Purchasing energy-effi  cient products 
Th e manufacture of more energy-effi  cient 
products is crucial to respondents’ purchasing 
products that use energy effi  ciently. Government 
and the business community need to work 
together to ensure that customers are off ered 
energy-effi  cient products at the right price and 
that are of good quality.

Government subsidies need to be made available 
to companies that manufacture eco-friendly 
products. Eskom took the initiative to replace 
light bulbs that were not energy-effi  cient with 
effi  cient ones. Th at is why 75% of the respondents 
indicated that they had replaced light bulbs that 
were not energy-effi  cient.

Packaging of products 
Eco-friendly packaging is essential to the 
sustainability of the environment. Stakeholders 
need to identify packaging that is not going 
to harm the environment; and the business 
sector needs to package their green products 
in sustainable packaging. Clearer labels on 
packaging, to illustrate the diff erence between 
those that are environmentally friendly and those 
that are not, is also important. Again, a consistent 
national symbol that is easily recognisable and 
that assures the consumer that the product is 
genuinely recyclable will help consumers to 
identify eco-friendly products and packaging, 
and instil trust in consumers.
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LIMITATIONS OF THIS STUDY, AND 
RECOMMENDATIONS FOR FUTURE 
STUDIES 
Th e study is not without its limitations, but 
recommendations are highlighted for future 
research to overcome such limitations. Some 
of the limitations that were experienced are 
described below.

Th e responses to many of the statements had 
signifi cant percentages of respondents who were 
indiff erent, revealed by the respondents who 
selected the neutral option in the Likert scale. 
Th erefore, future studies of the environmental 
concerns of respondents should take care when 
using the questionnaire, as its questions seem to 
leave many respondents indecisive. Th e reasons 
for this could be investigated further in future 
research.

Collecting data by conducting intercepts in 
diff erent malls and shopping centres would reach 
a greater variety of participants. It could also 
assist in reaching older age groups more easily. 
Th e data in this study was collected through the 
distribution of self-administered questionnaires 
to participants at the Mkondeni Test Driving 
Centre (MTDC). It provided a very young sample, 
as most of the respondents were aged from 18 
to 30 years. Th is constituted a limitation, as the 
older age groups were not adequately represented 
in the study.

Th e questionnaire’s design might have created 
some diffi  culty for non-English-speaking 
respondents – although this is unlikely to have 
had a major impact, given the education levels 
of the respondents. Th e questionnaire could be 
translated into other languages for future studies.

Th e study focused on respondents from 
Pietermaritzburg only. Th e study might have 
yielded diff erent results if it had been conducted 
in another city or province. Future studies could 
approach respondents in more provinces in order 
to yield a more representative outlook on the 
South Africa consumer.

CONCLUSION 
Th e sample of South African consumers in 
this study exhibited only moderate levels of 

environmentally conscious consumer behaviour. 
While many respondents have replaced their 
ineffi  cient light bulbs with more effi  cient, energy-
saving bulbs, other environmentally friendly 
behaviours still show limited adoption. Over half 
the respondents do not shift  their appliance usage 
time to low demand periods, did not sign the 
49M pledge for reducing energy usage, and do not 
recycle, particularly glass. Many other ecologically 
conscious behaviours were found to have large 
percentages of consumers who do not participate 
in them. Th is includes avoiding buying plastic 
carry bags or products with excessive packaging, 
recycling household trash, purchasing products 
made from recycled paper, using recycling bins, 
and buying recyclable products. Many consumers 
also do not attempt to exert pressure on others 
to be more environmentally friendly, nor 
boycott organisations found to be ecologically 
irresponsible, most likely due to their own low 
levels of ecologically conscious behaviour. An 
increase in environmentally conscious consumer 
behaviour is important for the protection and 
sustainability of the environment. Th erefore, there 
is a need continuously to improve and encourage 
the purchase of green products and participation 
in green behaviours such as recycling, re-using, 
and reducing. Individual citizens, as well as 
organisations and governments, all need to play 
their part in sustaining the environment for 
future generations.
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ABSTRACT 
Despite there being a growing interest in 
ecommerce among consumers, most consumers 
are not yet ready to tap into ecommerce and as 
a result the numbers continue to remain low. 
However, adoption depends on what the consumer 
expects from shopping online: information, 
convenience, low cost and time, or the availability 
of products and services? Th is study aimed to 
explore the antecedents that infl uence online 
customer satisfaction. Convenience sampling was 
used to gather data from individuals who were 
conveniently available to take part in the study. 
A total of 270 questionnaires were handed out to 
respondents and 191 valid questionnaires were 
returned, yielding a completion rate of 71%. Aft er 
the initial collection, the data were validated to 
make sure they were correct and useful. All the 
data that was obtained, along with the factors, 
were interpreted by diff erent statistical techniques 
using SPSS version 24. Th e key fi ndings show that 
only technological and product factors infl uence 
customer satisfaction and that service factors have 
a non-signifi cant eff ect on customer satisfaction 
with online shopping.

Keywords: online shopping, customer satisfac-
tion, technological factors, product factors and 
service factors 

INTRODUCTION 
Th e infl uence of the technological environment 
on the shopping behaviour of consumers is 
growing rapidly (Frazer & Stiehler, 2014). Online 
buying has spread rapidly across the globe, and 
South Africa is no exception to this growth of 
ecommerce (Retailing, 2000). Th e increase in 
internet use and the growth of social media have 
presented businesses with opportunities that 
were not available in the past (Cheawkamolpat, 
2018). Th e internet has been a catalyst and is 

said to change the way consumers buy goods 
and services around the world. Although this 
growth has been rapid, most consumers still 
prefer purchasing their goods and service from 
a physical store (Mallapragada, Chandukala & 
Liu, 2016). Despite this, online buying is growing, 
especially in emerging markets such as China, 
India, and South Africa.

Th e question then arises: what advantages are 
available to companies with an online platform 
for selling or reselling goods and services? Rigby 
(2011) argued that some traditional retailers are 
lagging and this remains true today. Moreover, if 
they are not lagging, they are not fully using the 
availability of an online platform. Organisations 
use the internet as a platform for selling their 
products, as it allows them to cut certain costs, 
such as inventory management, thus reducing the 
selling price of their products (Wills, 2014). Th is 
has become a global phenomenon, and it allows 
an organisation to stay ahead of others in highly 
competitive markets, and gain more customers 
who might not be in its geographical area.

Research has found that online customer 
satisfaction has a role to play in increasing the 
number of consumers who purchase products 
online (Tandon, Kiran & Sah, 2017). Customer 
satisfaction is the overall experience that the 
customer has aft er purchasing a product or 
service (Pham & Ahammad, 2017). Th ere is a 
role that customer expectations play in customer 
satisfaction. Hu et al. (2016:487) argued that levels 
of expectancy have the ability either to reduce or 
to increase customer satisfaction.

Customer satisfaction plays a critical role in the 
decision-making process of online customers 
and on the potential increase in repeat purchases 
(Tandon, Kiran & Sah, 2017:273). In this study, 
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the researcher sought to outline the importance 
of customer satisfaction with an online platform 
and to investigate the determinants of online 
customer satisfaction.

Online retailers should have a clear and signifi cant 
understanding of the antecedents of consumer 
satisfaction in the online environment, so as to 
improve business performance and to increase 
the level of consumer satisfaction. As much as 
businesses know about customer satisfaction 
in a traditional retail environment, there is still 
a need for them to understand online customer 
satisfaction, as the two forms tend to diff er 
(Tandon et al., 2017:273). Th e key drivers of 
customer satisfaction may also be diverse.

In the next section, the theoretical foundations 
that relate to this study are discussed; then the 
conceptual model is presented with its related 
hypotheses; aft er which the study methodology is 
outlined.

LITERATURE REVIEW 
Th is section reviews the literature on online 
shopping behaviour. In outlining the literature 
on online shopping behaviour, the following 
key related constructs will be outlined: online 
satisfaction and the precursors to online customer 
satisfaction. A special emphasis is placed on the 
relationships between the various antecedents 
of online customer satisfaction. To ground the 
study, the study outlines the phenomenon of 
online shopping behaviour, which has grown 
tremendously globally.

Online customer satisfaction 
Sheng and Chunlin (2010) defi ne ‘customer 
satisfaction’ as the customer’s intention to 
choose the original product or service when 
they repurchase the same product or service, 
which gives rise to the repeated purchase of the 
same brand without being infl uenced by the 
environment or by marketing approaches. Online 
customers’ satisfaction levels are determined by 
the diff erence between what they want and what 
they obtain (Hu et al., 2016). If online customers’ 
expectations are positively confi rmed, they are 
more likely to trust online retailers from whom 
they purchase products and to repurchase from 
the same retailers. However, if their expectations 

are negatively confi rmed, they might not purchase 
products again from the same retailer. On the 
other hand, Sheng and Liu (2010) proposed that 
the product and service quality will also aff ect the 
customer’s satisfaction directly, in addition to their 
expectations. Sheng and Liu’s (2010) research was 
concerned with customers’ satisfaction with their 
online purchases. Th ey believed that the theory 
of expectation inconformity is inapplicable to 
explain the customers’ satisfaction with the online 
business because there is no standard to measure 
their expectation prior to interacting with the 
online business. Th is enables researchers further 
to support the notion that e-service quality itself is 
an important motivator of customer satisfaction.

Recent literature on online shopping behaviour 
has found that online customers’ satisfaction levels 
are aff ected by factors such as convenience, website 
design, information, speed of transmission, and 
response time (Hu et al., 2016 ). Furthermore, Hu 
et al. (2016) showed that consumers’ expectations 
positively infl uence their satisfaction levels. 
A higher level of expectation can increase the 
satisfaction level, while a lower level of expectation 
will reduce the satisfaction level (Hu et al., 2016). 
Hence, in the online environment, customer 
satisfaction plays a considerable role in online 
customers’ decision-making, and in increasing 
repeat purchases (Tandon, Kiran & Sah, 2017). 
To improve business performance and increase 
the level of consumer satisfaction, online retailers 
should have a clear and signifi cant understanding 
of the antecedents of consumer satisfaction 
in the online environment. Because an online 
shopping environment is unlike the traditional 
retail environment (Tandon et al., 2017), the 
key drivers of customer satisfaction may also 
be diff erent. Pham and Ahammad (2017) found 
that one of the main reasons for consumers to 
shop online is convenience. Tandon et al. (2017) 
examined the dimensions of web service quality 
and found that web service quality and website 
content have a positive impact on customer 
satisfaction. Pham and Ahammad (2017) 
empirically analysed customer satisfaction in an 
online shopping environment, and confi rmed 
that the availability of more extensive and better-
quality information on the retailing website leads 
to a higher level of customer satisfaction. Th e 
depth of product information on a website was 
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found to influence the customer’s perception of 
shopping convenience.

In order for consumers to be satisfi ed, which 
is the basis of customer retention and loyalty, 
certain factors have to be present in the online 
environment. Th e antecedents of online shopping 
give a glimpse of what consumers expect, which 
would be helpful for online merchants, according 
to Katawetawaraks and Wang (2011). Th is 
research focused specifi cally on these elements.

Determinants of online customer satisfaction 
Studies have highlighted several antecedents of 
online customer satisfaction (Liu et al., 2008; 
Hidayat, Sailfullah & Ishak, 2016). Liu et al. 
(2008) indicated that the antecedents run through 
the whole consumer decision-making process. At 
the purchasing stage, there is transaction ability, 
responsiveness, security/privacy, and payment. 
In the post-purchase stage, Liu et al. (2008) and 
Hidayat, Saifullah and Ishak (2016) included 
delivery and customer service. In this study, the 
antecedents infl uencing customer satisfaction 
with online shopping identifi ed by previous 
research can be grouped into three categories: 
technological factors, services factors, and 
product factors (Cheung & Lee, 2010).

Technological factors 
Th e technological factors are the qualities of 
the website that ensure functionality of the site, 
including security, convenience, website design, 
and information quality. Good website design 
is a neat screen appearance, a clear information 
path, and fast information loading (Zarrad & 
Debabi, 2012). Th ose elements make it a fun 
shopping experience for consumers, and may 
infl uence customer satisfaction. Park and Kim 
(2011) argued that an online store that provides 
a good website design and contains a high level 
of information quality would reduce customers’ 
costs. Th e more extensive and the higher the 
quality of information that is available online, the 
better the buying decisions and the greater the 
customer satisfaction. In this study, it is argued 
that technological factors have a positive and 
signifi cant relationship with online customer 
satisfaction.

H1: Technological factors have a positive and 

signifi cant correlation with overall online 
customer satisfaction.

Service factors 
Adequate service is the ability to solve customers’ 
problems and concerns before they occur (Yoon, 
2010). Service factors include customer service 
and delivery service. Th e better the quality of 
service, the more consumers will be satisfi ed and 
share their service experiences. In this study, it 
is argued that service factors have a positive and 
signifi cant relationship with online customer 
satisfaction.

H2: Service factors have a positive and 
signifi cant correlation with overall online 
customer satisfaction.

Product factors
Product factors include product-related 
characteristics, such as product variety, product 
value, and product customisation (Park & Kim, 
2011). A wide variety of products can increase 
the likelihood of satisfying customers’ needs. 
Customers oft en rely on one off er that has the 
best value. Online shopping off ers product 
customisation for customers: the more convenient 
it is for customers to fi nd the products they want, 
the more pleasing will be their experience of 
purchasing products from the website (Chen et 
al., 2012). However, the quality of information on 
competitors’ websites has no eff ect on ecommerce 
customer satisfaction. Good quality information 
enables customers to better understand the 
condition of the product to be purchased through 
ecommerce (Chen et al., 2012). Th us, customers’ 
perception of their hopes for the product will be in 
accordance with the original product which was 
advertised. In this study, it is argued that product 
factors have a positive and signifi cant correlation 
with online customer satisfaction.

H3: Product factors have a positive and 
signifi cant correlation with overall online 
customer satisfaction

Th e conceptual framework for the study is given 
in Figure 1.

RESEARCH METHODOLOGY 
Research methodology looks at the research 
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design, collection instrument, sample plan 
and procedure used when collecting data. Th is 
section will illustrate the study’s procedure in 
order to show if the overall results and fi ndings 
can be seen as reliable and were not aff ected by 
external factors to the point of rendering the 
results unreliable.

Research Design 
A quantitative approach was used to measure 
how much each variable aff ected the other. For 
this study, a descriptive research design was 
adopted. According to Hair, Celsi, Oritinau 
and Bush (2013), a descriptive research is a 
method that is used to display and measure the 
strength of a target group’s opinions, attitudes, 
or behaviour concerning a given topic. Hair and 
Bush (2017:108) when the research problem or 
opportunity is either to describe characteristics of 
existing market situations or to evaluate current 
marketing mix strategies, then a descriptive 
research design is the appropriate choice. 
Th erefore, since we were trying to reveal and 
measure the strength of consumer’s opinions, 
attitude or behaviour towards online satisfaction 
and loyalty, it was an appropriate choice.

SAMPLING AND DATA COLLECTION 
Th e target population of the study included 
individuals who were between the ages of 18 
and 51 and above, who resided in the city of 
Johannesburg in Gauteng, South Africa, and 
who had purchased a product online in the 
previous six months. A non-probability sampling 
method, convenience sampling, was used to 

select participants for the study. Th e study aimed 
to be descriptive, thereby describing the factors 
that aff ect Gauteng residents’ online purchase 
behaviour (Hair, Celsi, Oritinau & Bush, 2013). 
Th erefore, as the study attempts to highlight 
consumers’ opinions, attitudes, or behaviour 
to online satisfaction and loyalty, it was an 
appropriate method to use.

Paper-based self-administered questionnaires 
were distributed among Johannesburg residents 
by trained researchers from the University of 
Johannesburg’s Marketing Honours class. A pilot 
study was conducted to test for content validity 
and to ensure that all items were understood as 
envisaged by the researcher. Several suggestions 
were made about the phrasing and the overall 
structure of the questionnaire. Th e suggestions 
were discussed, and some changes were made. 
Th e data from the pilot survey were not included 
in the main survey. Th e respondents’ participation 
followed ethical guidelines, such as anonymity, 
confi dentiality, and voluntary participation.

QUESTIONNAIRE AND MEASURES 
Th e self-administered questionnaire consisted 
of two main sections. Section A included 
demographic questions and screening questions, 
such as “How oft en do you visit the internet?” 
Section B included questions asking respondents 
about the antecedents of customer satisfaction, 
including technological factors, service factors, 
and product factors, which were measured using 
fi ve-point Likert-type scales (1 = strongly agree 
and 5 = strongly disagree).

FIGURE 1: THE CONCEPTUAL FRAMEWORK OF OVERALL ONLINE CUSTOMER SATISFACTION. 
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DATA ANALYSIS 
Th e data were captured using the Statistics 
Package for Social Sciences (SPSS, version 24.0, 
2017) for analysis. A Cronbach’s alpha (Table 
2) coeffi  cient analysis was conducted to ensure 
the reliability of the constructs that relate to the 
antecedents of online satisfaction: service factors, 
product factors, technological factors, and the 
overall online satisfaction construct.

RESULTS OF STATISTICAL ANALYSES 
Profi le statistics 
Th e correctly and fully completed questionnaires 
totalled 191. Th e gender distribution was 35.6% 
males and 64.4% females. South Africa has a 
population of 55.7  million individuals, with 
28.4  million of them being female (StatsSA, 
2016). Th e ages ranged from 18 years to 51 and 
above; the majority (43%) of the respondents 
were between 25 and 36 years of age. Th e majority 
of the respondents had a least a university degree. 
All of the respondents lived in Johannesburg.

Only 17.4  million South Africans are known 
to be ecommerce users (e-ShopWorld, 2016). 
Kalia (2016) found that the majority of online 
shoppers are aged from 21 to 30. Th e majority of 
the respondents’ education level was a diploma or 
degree (54.7%), which is in line with the largest 
age group (26-35) to answer the questionnaire. 
Internet penetration in South Africa is at 63%, 
meaning that 63% of the population has some way 
of accessing the internet (e-ShopWorld, 2016).

Th is is good for the overall results because, in order 
to fi nd out what a satisfying online experience 
might be, respondents have to be familiar with 

online shopping. So, the right target answered the 
questionnaire.

Reliability 
Cronbach’s alpha is used to measure the reliability 
and consistency of a set scale (Goforth, 2015). 
Researchers usually require a Cronbach’s alpha 
that is over 0.65 for reliability to be regarded as 
very good; while any Cronbach’s alpha below 0.5 
is seen to be questionable. However, this is also 
dependent on theoretical knowledge, opinion, or 
specifi c scales (Goforth, 2015).

TABLE 2: THE RELIABILITY OF THE VARIABLES

Variables No. of item Cronbach’s 
alpha

Technological 
factors 6 .718

Service factors 9 .704
Product factors 7 .463
Customer 
satisfaction 6 .628

Overall 
instrument 44 .767

Table 2 shows the study’s Cronbach’s alpha (α was 
used) to estimate the reliability of the data. Product 
factors had a Cronbach’s alpha below 0.5, which 
renders it questionable, the only questionable 
construct in the model. Th e researcher attempted 
to correct product factors’ low reliability score but 
the elimination of any of the items resulted in a 
lower score.

RESULTS AND DISCUSSION 
Th e previous section discussed the methodology 

TABLE 1: DESCRIPTIVE ANALYSIS OF DEMOGRAPHICS

Frequency %
How oft en do you visit the internet?
less than 5 times a day
5-10 times a day
11-20 times a day
21-30 times a day
more than 31 times a day

39
64
45
19
24

20.4
33.5
23.6
9.9

12.6
How do you rate your internet connection?
bad
good
very good
excellent

9
89
65
28

4.7
46.6
34.0
14.7
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that was used in this study. Th is section focuses on 
the results and fi ndings from the data collection 
and discusses them.

Hu et al. (2016) argued that online customers’ 
satisfaction level is aff ected by various factors 
has been researched. Th ey include convenience, 
website design, information, speed of 
transmission, and response time (Ranjbanrian, 
Fathi & Rezaei, 2012; Teing, 2014). Th e results 
of this study show that online satisfaction is the 
result of positive experiences. Online customer 
satisfaction was aff ected by various behaviours, 
such as having suffi  cient product information, 
the ease of use of the website, and the ability to 
customise the product. All of these improved 
online customer satisfaction.

Th is study found no support for service factors’ 
ability to aff ect online customer satisfaction. 
However, service factors do usually support 
customer satisfaction. Zhang and Parasuraman 
(2014), for example, had found, contrary to 
our study, that service factors did aff ect online 
customer satisfaction. Th e reasons for this could 
be that more items were included in the construct 
than they did, and diff erences in context.

Th e model found that online customer satisfaction 
had strong positive signifi cant relationships with 
two constructs: product factors and technological 
factors. A study conducted in Taiwan argued 
that information quality, systems quality, service 
quality, product quality and delivery quality 
aff ect customer satisfaction (Lin, Wu & Chang, 
2011). However, our study did not fi nd anything 
related to service quality or delivery quality, as 
service factors did not have a relationship with 
online customer satisfaction. Bai, Law and Wen 
(2008) found that website quality had a positive 
relationship with online customer satisfaction. 

Website quality is one of the items that make up 
the construct for technological factors.

MANAGERIAL IMPLICATIONS 
Implications have been derived from the fi ndings 
of this study. It was found that consumers regarded 
technological factors such as convenience, and 
product factors such as variety, as important 
determinants of their level of satisfaction when 
doing online shopping, while service factors 
such as information did not aff ect their level of 
satisfaction. Th us, it is suggested that online 
retailers should concentrate more on the fi rst two 
factors. Th e results of the study also show that the 
depth of product information on a website was 
found to influence the customers’ perception of 
shopping convenience, suggesting that product 
factors have a signifi cant eff ect on technological 
factors. Th erefore, it can be said that in online 
shopping it is important to concentrate on 
providing a good experience for the consumer, 
as this contributes to customer satisfaction. 
However, while customer satisfaction should 
not be regarded as the main factor that aff ects 
consumers’ online purchase behaviour, it should 
be seen as a factor that determines customer 
loyalty.

Furthermore, ecommerce retailers should use 
the following strategies to improve the level 
of customer satisfaction in online shopping: 
improving service factors (although shown to be 
not signifi cant) by collecting operational insights, 
and using their customer service conversations 
to obtain operational insights that improve their 
internal operations. In doing so, e-ecommerce 
retailers will able to pass this information back to 
their user interface and throughout the company. 
In turn, this will help to enhance their usual 
service approach. Th is will indicate to online 
consumers that ecommerce cares and is adopting 

TABLE 3: DETERMINANTS OF ONLINE SATISFACTION

Overall satisfaction
Pearson correlation
Sig. (2-tailed)
N

Technological 
factors Service factors Product 

factors
Overall 

satisfaction
.279*** .061 .251*** 1

.000 .404 .001
188 189 189 189

*** shows the signifi cance levels in relation to the diff erent constructs
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a diff erent approach to achieving online customer 
satisfaction.

Furthermore, ecommerce retailers should 
reduce the eff ort that their customers need to 
put into the entire online shopping experience. 
Th is will not only increase consumer customer 
satisfaction, but it will also work to ensure that 
consumers return to the website. Ecommerce 
retailers should also link their key performance 
indicators specifi cally to consumer expectations, 
since a lack of customer satisfaction online is why 
consumers leave ecommerce retailer sites in the 
fi rst place. Th erefore, ecommerce retailers need 
to establish key metrics and analytics throughout 
the consumer’s online journey and associate them 
with the expectations that they have established. 
Doing so will give ecommerce retailers the 
opportunity to assess the factors that are 
important to consumers when shopping online, 
giving them practical insights that can sort out 
problems in their systems, and clarify their goals.

Limitations and recommendations for future 
research 
Several limitations were identifi ed in this study. 
Th e fi rst was the target number of questionnaires: 
270 were originally handed out, but only 191 
were received back. Th is meant that the sample 
size for the study was smaller than anticipated, 
and this could aff ect the ability to generalise the 
study’s fi ndings. Th is means that further studies 
will need to include a much larger and more 
representative sample. Furthermore, in gathering 

the data, the study was aimed more at fi nding 
respondents who were familiar with ecommerce. 
However, there is a chance that respondents 
who have little or no exposure to ecommerce 
could answer the questions based on their own 
beliefs about ecommerce, rather than their actual 
experience of it. We suggest that future research 
studies related to ecommerce be conducted on an 
online platform, such as an online survey.

Another limitation is the problem with using 
responses if questionnaires are not completed 
in full or contain no information. Th is can aff ect 
the statistical results of the sample, leading to an 
increase in the sampling variance of estimates. 
Since the anticipated sample size was less than 
what was initially required, this introduces bias 
into the estimates. To reduce bias in future studies, 
we would need to use a social biasness scale.

Another limitation might be that the language 
of the questionnaire was an issue for some 
respondents. Th is would lead respondents to 
misinterpret what was being asked of them in 
the questionnaire, and so not be able to answer 
correctly, and this could bring the validity of the 
results into question. However, the researcher 
believes that the results are usable for the purposes 
of gaining understanding.

CONCLUSION 
According to the results of the study, only 
two of the three hypotheses were supported. 
Technological factors have a positive relationship 

FIGURE 2: DETERMINANTS OF ONLINE CUSTOMER SATISFACTION 
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with customer satisfaction. Product factors 
also have a positive relationship with customer 
satisfaction. Th e results of the study indicated 
that technological factors had a signifi cant eff ect 
on customer satisfaction, and that product factors 
had a signifi cant eff ect on customer satisfaction. 
However, service factors did not aff ect customer 
satisfaction. Furthermore, the results indicated 
that customer satisfaction and the antecedents 
of online shopping were conceptually connected, 
as the results pointed to a strong positive 
relationship.
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ABSTRACT 
Intense competition in the South African fast-
moving customer goods (FMCG) retailing 
industry oft en results in price wars that 
encourage customer switching behaviour. 
Time and place utility provided by distribution, 
equates to customer service and forms part of 
the competitive strategy of retailers. Solving 
last-mile logistical problems in-store could be a 
valuable strategy in diff erentiation and building 
customer loyalty. Th e purpose of this study was 
to explore the nature of logistics-related customer 
complaints concerning South African mass 
grocery retailers (MGR) as lodged on customer 
complaints website Hellopeter.com, pertaining to 
the three largest MGR groups for the period of 
one year ending August 2016.

Secondary qualitative data (1871 cases of 
customer complaints) were fi rstly qualitatively 
analysed into nine categories and then 
quantitised. Product quality emerged as the most 
frequently raised customer complaint, followed 
by stock-outs, general till problems and shelf-
teller price mismatches. Comparing the three 
MGRs, signifi cant diff erences were found in 
the frequency of logistics-related problems per 
category. For some complaint categories, a time 
(month) relation could be established.

Th e research provides insight into the type and 
extent of logistics-related problems in the fi nal 
leg (‘last mile’) that customers consider important 
enough to raise written complaints on a public 
domain such as Hellopeter.com. MGRs could 
fi nd value in addressing the problems identifi ed 
in this study.

Keywords: Last-mile logistics; Retail logistics; 
Customer complaints; Hellopeter.com 

INTRODUCTION 
Last-mile logistics is a metaphor for the fi nal leg 
in the distribution of products to customers and 
is an important factor in the creation of value 
for retailers of fast-moving customer goods 
(FMCGs), such as food and beverage, and home 
and personal care items. In-store logistics can 
be referred to as the last ‘50 metres’ in the retail 
supply chain and includes aspects such as product 
availability, product quality, product pricing, 
product positioning and customer interaction 
(source) and plays out in the retail store. Th ese 
aspects fulfi l a critical role in a customer’s 
decision to buy from a specifi c retail store (Rafi q 
& Jaafar, 2007:172). More specifi cally, a direct 
positive association exists between in-store 
logistics performance of retailers and customer 
satisfaction. Furthermore, a positive relationship 
was also found between customer satisfaction 
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and customer loyalty (Bouzabiaa et al., 2013:119).

In South Africa (SA), FMCG products are still 
predominantly purchased in conventional brick-
and-mortar retail stores. In 2014 only 48.7 per cent 
of South African households had Internet access 
(Stats SA, 2014), while in 2015, only one per cent 
of retail sales in SA were online (BusinessTech, 
2015).

Grocery retailers contributed a major part (62%) 
of total retail sales in South Africa in 2016 and 
obtained the lion’s share in profi ts made in the 
retail industry during the same term (Ernst 
& Young 2017:1). A Deloitte study (2015:9) 
identifi ed three South African retail groups to 
rank among the top fi ve largest retailers in Africa 
based on revenue. All three of these retailers 
predominantly operate in the food and beverage 
segment of the retail industry. A Gauteng 
Province report classifi ed these retailers as part 
of the mass grocery retail (MGR) segment and 
provide their respective share of this segment 
collectively as 86 per cent (two retailers at 30 per 
cent market share each and one with 26 per cent 
market share) (Gauteng Province, 2012:7). Th ese 
retailers formed the focal point in this study and 
are referred to as Business X, Y and Z (randomly 
ordered).

Customers are increasingly using online 
environments to connect with each other to 
voice their opinions regarding customer service 
failures or successes. Such interconnections 
keep them informed, and facilitates a learning 
process (Libai et al., 2010). For this reason, 
secondary data from social media and complaint 
forums are increasingly used in identifying 
customer sentiment and underlying problems in 
diff erent industries. In Australia, Bhattacharjya 
et al. (2016:659) studied online retail logistics 
complaints on Twitter. Beneke et al. (2015: 68) 
focused on the impact of negative electronic word-
of-mouth on South African customers’ brand 
attitude in the airline industry; Cho et al. (2002)) 
analysed web-complaint management; Ee Kim 
and Lehto (2012) researched service challenges of 
disabled tourist mobility through an analysis of 
online complaints; and, Berndt and Koekemoer 
(2012) studied the prevalence of defamation in 
online customer complaints in the automotive 

industry. Although substantial research has been 
conducted on customer complaint behaviour, no 
research was found with a focus on an analysis 
of customer complaints regarding the last-mile 
FMCG retail environment.

In the South African context, few studies have 
focused on retail logistics issues. Th e closest study 
to this topic is by Vleggaar and Smit (2012:68) 
who studied the controllable factors of store 
success in a large food retail group in South Africa. 
Although the study included the impact last-mile 
logistical activities have on store performance, it 
did not aim to identify or prioritise these issues 
and only investigated the issues from a business 
perspective. If logistical activities positively 
contributed to store performance from a business 
perspective, it would be worth investigating what 
other logistical activities customers regard as 
important. Okanga and Groenewald (2015:838) 
researched the eff ectiveness of the delivery 
systems of e-retail enterprises in South Africa, but 
excluded traditional brick-and-mortar retailers. 
It is evident that there is a gap in South African 
research regarding traditional retailers and last-
mile distribution challenges from a customer 
perspective. Th e fact that customers frequently 
complain about South African retailers on the 
Hellopeter.com platform, suggests that retailers’ 
current last-mile logistics is regularly falling 
short of customer requirements and the extent 
thereof requires investigation. Research could 
provide insight to South African retailers on the 
in-store logistical procedures that contribute to a 
customer’s evaluation of perceived service levels 
so that remedial action can be taken and loyalty 
be maintained or built on.

Th e purpose of this study is to explore the nature 
of last-mile logistical problems experienced by 
end customers of South African MGRs, with 
respect to problems that fall within the fi nal leg, 
or last mile, of the supply chain as expressed on 
Hellopeter.com.

LITERATURE REVIEW 
Supply chain management and logistics 
Th e Council for Supply Chain Management 
Professionals (CSCMP) describes the supply chain 
as “the material and informational interchanges in 
the logistical process stretching from acquisition 
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of raw materials to delivery of fi nished products 
to the end user” (CSCMP, 2017). Each supply 
chain participant’s sequential activity contributes 
to the adding of value until the end user consumes 
the fi nal goods. Logistics management can be 
defi ned as “that part of supply chain management 
that plans, implements, and controls the effi  cient, 
eff ective forward and reversed fl ow and storage of 
goods, services and related information between 
the point of origin and the point of consumption 
in order to meet customers’ requirements” 
(CSCMP, 2017). Getting products to markets 
comprises both inbound logistics activities for the 
management, storage and movement of material, 
and outbound logistics activities to distribute the 
fi nal goods. Pienaar and Vogt (2016:17) added 
that customer service, although considered a 
marketing activity, is a key output of all logistical 
eff orts.

Retail logistics and the last mile 
Managing the distribution networks of FMCG 
retailers can be considered a unique and 
demanding task and may involve highly complex 
and advanced operations (Fernie & Sparks, 
2014:5). Retailing “involves a direct interface 
with the customer ... from the concept or design 
stage of a product or off ering, to its delivery 
and post-delivery service to the customer” 
(Bharathi, 2010:1). Th e roles of retailers have 
changed signifi cantly in the last few decades. 
Retailers used to receive stock at stores delivered 
by manufacturers based on anticipated demand. 
Nowadays many retailers control large parts of 
supply chains based on known demand (Fernie et 
al., 2010:895), hence they are in a better position 
to revise their logistics processes in a competitive 
environment (Kuhn & Sternbeck, 2013:2). 
Contemporary retailers source thousands of stock-
keeping units (SKUs) globally, moved by means 
of multiple transport modes through warehouses 
or distribution centres before products reach 
the retailer (Robinson, 2014). Robinson (2014) 
added that the latest stage of retail evolution is 
e-retailing, but that food is predominantly still 
purchased from brick-and-mortar retailers due 
to perishability.

Whereas large retailers conventionally 
emphasised the downstream activities in retailing, 
such as distribution and the last mile, a shift  

toward the control of the upstream retail supply 
chain is evident (GT Nexus, 2014:3). A demand-
responsive supply chain has thorough insight 
into every activity within the process regarding 
its “product fl ow, delays, documents, inventory 
and costs” (GT Nexus, 2014:3). However, before 
improvements on upstream logistics and supply 
chain activities can be made in retail, it must fi rst 
be established what aspects need improvement.

Th e retail last mile stretches from the hub; the 
retail distribution centre, to the fi nal delivery 
place; oft en the customer’s home (Conlumino, 
2014:3). Th e last mile focuses on the ‘how’ and 
‘when’ and is typically played out in retail spaces, 
retailer locations, retailers’ web pages, customer 
service call centres, as well as the interactions 
between staff  and customers (Soman, 2015: 217). 
Th e ‘how’ and ‘when’ aspects of retail spaces 
include packaging, transportation, inventory 
management and reverse logistics (Stock & 
Lambert, 2001:588) and are relevant to this study. 
Th e last mile in online or brick-and-mortar 
retailing is defi ned as “the fi nal leg in a business-
to-customer delivery service whereby the 
consignment is delivered to the recipient, either 
at the recipient’s home or at a collection point” 
(Gevaers et al., 2011:57). Th e last mile in the 
context of this paper refers to logistics activities 
that are prevalent at the retail in-store level. Th e 
conventional retail store, as a collection node for 
customers, is the focal point within this study.

Participants in the distribution channel include 
retailers, wholesalers, agents and brokers (Hugos 
& Th omas, 2006:32-33). Th e wholesalers/
distribution centres provide the products 
and services to retailers and the retailers, in 
turn, provide products and services to the 
end customer (Dent, 2011: 247). Th e type of 
distribution channel is selected based on product 
lifespan, price and service requirements (Pienaar 
& Vogt, 2016:463). Th e perishability of food and 
beverages determines the type of distribution 
channel as well as the transportation mode.

Although retail distribution warehouses are 
usually located within a day’s travel, retailers 
consider the trade-off  between high transport 
cost of frequent shipments, and increased 
inventory cost of in-store product availability 
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requirements (Stock & Lambert, 2001:588). 
Retail fl oor space is required to earn revenue. By 
increasing storage space within a retail store to 
increase product availability, another trade-off  is 
made. Refrigerated transportation is imperative 
to maximise the shelf life of perishable goods in 
traditional brick-and-mortar stores. Th ree types 
of distribution intensity relate to the level of 
product availability within the retail channel or 
store, namely exclusive, selective and intensive 
distribution channels (Hugos & Th omas (2006:37-
39). FMCGs, including food and beverages, 
normally resort under the intensive channel 
where product variety is high.

Specialised transport is essential for perishable 
FMCGs to avoid the potential risk of damage to 
the packaging (Tassou et al., 2012:1-3). Packaging 
not only lengthens the shelf life of foods and 
beverages but contributes to economies of density 
when stowing goods in units inside the vehicle 
(Pienaar & Vogt, 2012:13). Apart from preventing 
damage to goods, packaging contributes to 
ease of handling and communicates product 
information, such as expiry dates. Owing to the 
high risk involved in transportation and the 
pressure on delivery speed and effi  ciency, retailers 
are increasingly making use of third-party 
logistics service providers (Hugos & Th omas, 
2006:109). In addition, retailers have to deal with 
the complexity of reverse logistics, which refers to 
the reverse fl ow of goods or information (Hugos 
& Th omas, 2006:105) such as customer returns of 
defective goods, product exchanges, warranty of 
products and recycling of packaging – for which 
the receipt and movement is not planned.

Challenges in the retail last-mile distribution 
In the supply chain, the last mile is oft en ineffi  cient 
and may comprise of 28 per cent of the total 
delivery cost (Coupland, 2013). Additionally, last-
mile problems include the diffi  culty in delivery 
of consignments to urban areas owing to road 
congestion.

A frequent problem in last-mile retail logistics is 
the prevalence of stock-outs. Fernie and Sparks 
(2009:190-191) stated that extensive research 
over the past four decades concerning the 
reaction of the customer when a stock-out occurs 
showed that 65 per cent of customers, in search 

of a particular grocery item, will react to a stock-
out in three diff erent ways: fi rstly, customers may 
purchase the item elsewhere; secondly, customers 
may delay purchasing the item; and lastly, they do 
not purchase the item at all. Dybell (2005), cited 
in Fernie and Sparks (20109192), stated that in-
store shelf replenishment accounted for 35 per 
cent of retail stock-outs. Campo et al. (2000:219-
220) found that revenue loss, owing to stock-out 
and unavailability of the product, aff ects both the 
manufacturer and retailer. Campo et al. (2000:219-
220) added that stock-outs result in the loss of 
more than 50 per cent of manufacturers’ buyers to 
other suppliers, whereas retailers may lose up to 
14 per cent of customers if the product is not made 
available in the required quantity or time that the 
customer needs it. Fernie and Sparks (2009:3) 
stated that holding inventory in warehouses, as 
buff er stock, is an expensive activity as the stock 
may be of high value and could depreciate over 
time or even become obsolete over the period 
that the stock is kept as a buff er.

Another last-mile logistical problem that 
contributes to customer complaints at the retail 
in-store level is obsolescence. Obsolescence 
costs result from deterioration of product during 
storage (Bowersox et al., 2010:163). When a 
product ages beyond recommended sell-by date, it 
is classifi ed as obsolete. Products such as food and 
pharmaceuticals are at high risk of obsolescence 
and may cause considerable problems when the 
sell-by date is not managed in the retail store. 
According to a National Consumer Commission 
investigation (Wagner, 2014) the sale of expired 
goods seems to be persistent in the SA retail 
industry. Th rough effi  cient logistical practices 
such as inventory management, packaging and 
labelling, retailers can reduce obsolescence 
of perishable groceries while reducing the 
number of stock-outs (Fernie & Sparks, 2009:3). 
In addition, through the implementation of 
accurate information technology systems (ITS) 
the supply-demand gap can be reduced; resulting 
in improved customer service through product 
availability (Fernie and Sparks, 2009:3).

Huang (2015:48) studied the adoption of last-
mile delivery modes by distribution centres 
to retailers as business customers, as well as 
to the fi nal customer. Th e study measured the 
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importance rating of last-mile logistics problems 
by traditional brick-and-mortar retailers, as well 
as that of online customers (Huang, 2015:48). 
Th e most critical problems identifi ed by Huang 
(2015:48) are damaged and lost goods.

Many problems associated with retail last-mile 
logistics are attributed to service reliability. It 
“concerns a fi rm’s ability to perform all order-
related activities, as well as provide customers 
with crucial information regarding logistical 
operations and status” (Bowersox et al., 2010:55). 
Reliability in the last mile may mean that 
consignments arrive on time, with no damage to 
product or packaging, correct invoicing, to the 
location specifi ed by the customer and the precise 
product quantity that was ordered (Bowersox et 
al., 2010:56). Th us, when service reliability is 
eff ectively executed it might eliminate most of 
the problems associated with last-mile logistics in 
retail and contribute to customer satisfaction, and 
in return decrease customer complaints.

Customer behaviour in service failure 
Although logistics service quality is a critical 
requirement for satisfying and retaining 
customers in the retail industry (Bouzaabia et al., 
2013:627) the analysis of customer complaints 
about the identifi cation of logistical challenges 
is not an area that is widely researched in the 
retailing industry. However, the literature on 
general complaint behaviour and management 
is available. Customer complaint behaviour is 
defi ned as “a set of multiple (behavioural and 
non-behavioural) responses, some or all of which 
are triggered by perceived dissatisfaction with a 
purchase episode” (Singh, 1988:94). Behavioural 
and non-behavioural responses range in the degree 
of action taken. A behavioural response could 
involve the lodging of a complaint on an online 
forum, to a situation where no action is taken. 
Garding and Bruns (2015:4) expressed that the 
customer’s complaint behaviour is an indication 
of the level of dissatisfaction with the service and 
is related to the nature of the service breakdown. 
Th e complaint should be taken seriously by the 
business as the customer’s tolerance threshold 
has been exceeded; resulting in protest (Garding 
& Bruns, 2015:13). Th e customer’s evaluation of a 
satisfactory experience has shift ed from product-
related criteria, such as quality, to value-added 

criteria, such as delivery and packaging (Flint et 
al., 2011:219-228).

Customer reviews and complaints on social media 
such as Facebook, blogs, Twitter and Hellopeter.
com can have a serious eff ect, whether positive 
or negative. Research conducted by Reevo on 
European retailers’ product reviews found that 
an increase from 25 to 50 reviews increases the 
level of conversation, which is re-tweets or shares 
on the related product, by 18 per cent (Smart 
Insights, 2011). Th e empowered customer can 
compare prices over the Internet and switch 
between the many alternative retail stores with 
little eff ort.

It is therefore increasingly important for retailers 
in the digital age, to monitor and respond to these 
reviews and complaints on social media, as they 
are publicly available. Rust and Chung (2006:566) 
highlighted the importance of complaint 
management, as it is an opportunity for service 
recovery to retain the customer’s loyalty because 
dissatisfaction empowers the customer to either 
reduce or discontinue purchases.

Customer complaint websites in South Africa 
In February 2016, according to SimilarWeb, 
Hellopeter.com had 842 700 visitors of which 42 
per cent were South African (2016a); Getclosure.
co.za had 15 000 of which 92 per cent were South 
African (2016b); and complaintsboard.com had 
1  650  000 of which less than 2.3 per cent were 
South African (2016c). It follows that Hellopeter.
com is the complaint website that is most 
frequently visited by South African customers, 
and this was the primary reason why it was used 
in gathering data for this study. Secondly, the 
website is not endorsed by any business, and 
thirdly, it provides complaints data in a structured 
way – all organised per business.

Hellopeter.com is a data aggregator that stores 
customer complaints (or compliments) regarding 
a product or service customers received from 
businesses. It is a source of secondary data for 
this study. When selecting a secondary source, 
its suitability and validity should be assessed 
(Saunders et al., 2016:335). Access to Hellopeter.
com is open to the public and the secondary data 
available through this portal were used to achieve 
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the research objectives of this study. Validity of 
data relates to accuracy and its ability to refl ect 
reality (Saunders et al., 2016:730). It is assumed 
that the customers’ complaints on Hellopeter.com 
are valid as they are the ‘customers’ of the product, 
service or experience. However, complaints may 
not be authentic, as it cannot be ascertained 
whether the claim within the complaint actually 
occurred. Validity can further stem from high 
levels of participation, such as the high levels 
of website traffi  c on Hellopeter.com. From a 
business perspective, the complaint should be 
considered valid, as these complaints are visible 
to a large number of website users, and poses a 
risk to the business’s reputation and perception 
of its brand. It can be argued that the complaint 
format of Hellopeter.com contributes to the 
validity of a customer complaint owing to the 
amount of eff ort spent by the customer in writing 
or typing out the issue. Th is study intends to 
identify logistics-related problems that customers 
consider important enough to raise on a public 
website in written format, as opposed to verbal 
complaints that require less eff ort in sharing with 
other customers on social media platforms.

From a Hellopeter.com analysis of customer 
feedback to the retail industry (Figure 1), 23 per 
cent (9977) of complaints lodged by customers 
related to logistics activities (hygiene (1%), late/
no delivery (9%), out of stock (1%), damaged 
goods (8%), pricing/barcodes (3%), and expiry 
date (1%). ‘Late’ or ‘no delivery’ and ‘damaged 
goods’ account for 17 per cent of the 23 per cent 
logistics-related complaints. Other functional 

complaints related to ‘bad attitude’ of a retailer 
employee (13%) and ‘billing issues’ (11%).

Th e results in Figure 1 are no longer available on 
the Hellopeter.com website owing to a change in 
the format and layout of the website. Although the 
Hellopeter.com analysis in Figure 1 provides an 
overview of the type of complaints raised on the 
website, it does not indicate the retailers to which 
the complaints relate or the specifi c retail segment. 
Furthermore, broad categories of complaint types 
are provided that are neither defi ned nor coded 
into logistics-specifi c subcategories. Th us, an 
in-depth analysis of logistics-related customer 
complaints on Hellopeter.com was required for 
specifi c MGRs.

Th is study focused primarily on the physical 
product and related information fl ows. Although 
the defi nition of supply chain typically includes 
reference to fi nancial fl ows, in the retail 
environment the cause of the fi nancial-related 
problem cannot be attributed directly to the 
retailer. Th ese problems may result from the 
participation of other supply chain members such 
as fi nancial and telecommunication institutions.

RESEARCH PROBLEM STATEMENT 
Retailers need to monitor and evaluate the 
complaints of their customers in order to improve 
their service levels. Th e research problem is that 
there is limited information on the last-mile 
logistics problems aff ecting the level of customer 
service provided by conventional brick-and-
mortar MGR stores in South Africa. Additionally, 

FIGURE 1: HELLOPETER.COM ANALYSIS BY TYPE OF COMPLAINT ABOUT THE SOUTH AFRICAN 
RETAIL INDUSTRY OVER A ONE-YEAR PERIOD ENDING 19 FEBRUARY 2016. 

SOURCE: HELLOPETER.COM (2016A)
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it is not known whether customers experience the 
same logistical problems for each of the MGRs.

RESEARCH QUESTION AND OBJECTIVES 
Main research question 
With regard to conventional MGR stores, what 
is the nature of last-mile logistical problems 
experienced by customers who complain on the 
South African Hellopeter.com website?

Objectives 
Th e primary objective was to explore the nature of 
last-mile logistical problems that are experienced 
by the end customer in South African MGRs, 
with respect to problems that occur within the 
last mile of the supply chain as expressed on 
Hellopeter.com.

Th e secondary objectives in support of the 
primary objective were:

• Identify the diff erent categories of last-mile 
logistical problems that are prevalent in the 
complaints relating to the customer’s service 
experiences, as raised on Hellopeter.com, 
against the major MGRs in South Africa. 

• Establish whether there is a statistically 
signifi cant diff erence in the number of 
complaints directed by customers to each of 
the largest three South African MGRs. 

• Determine whether the frequency of 
complaints raised by customers are bound to 
specifi c months within the year. 

RESEARCH METHODOLOGY 
Th is exploratory study followed what can be 
considered a mixed method (Qual/Quants) 
design in the collection and analysis of data 
with the results from the quantitative part of the 
study being given prominence in this article. Th e 
study commenced with a qualitative analysis of 
secondary data collected from Hellopeter.com; a 
publicly accessible South African-based customer 
review website. Due to the high number of customer 
complaint incidents recorded and analysed 
(1871), it was possible to conduct a quantitative 
analysis of the qualitative results. According to 
Saunders et al. (2016:172), quantitising involves 
that “specifi c events in the data are counted as 
frequencies and numerically coded for statistical 
analysis”. Th is description is supported by Grbich 

(201:5) defi ning ‘quantitising’ as “the process of 
assigning numerical values to data conceived as 
not numerical”.

Data sample and collection 
Th e target population of this study is the MGRs 
of South Africa. Data was collected from the 
top three MGRs dominating the industry in 
South Africa. Th ese three largest MGRs could be 
considered representative of the MGR industry 
owing to their collective share of the grocery 
market (86%). Th e sample frame included the 
various subsidiaries belonging to each of these 
companies and the authors ensured that customer 
complaints directed at all those subsidiaries were 
recorded and analysed. Th e secondary data 
sample used in the study comprised of customer 
complaints against the three MSRs lodged on 
Hellopeter.com for the one-year period between 
August 2015 and August 2016. More specifi cally, 
the data set consisted of 1871 last-mile logistics 
related customer complaints based on experiences 
in brick-and-mortar retail stores.

Research rigour 
Th e social reality in this study refers to the 
complaint forum where customers spontaneously 
interact with the business through lodging 
complaints. Although the customer’s complaint 
is subjective, an objective stance was taken to 
categorise the problems raised in the complaints.

Saunders et al. (2016) purported that for social 
media pages such as Hellopeter.com, it may 
be diffi  cult to establish the trustworthiness as 
the complainant may not fully portray the real 
sequence of events, but rather the perceived. 
However, it is the perceived problem that the 
customer felt was signifi cant enough to raise 
on the Hellopeter.com platform that this study 
aimed to identify. Th is confi rms the suitability of 
the platform in achieving the research objective as 
it provides data from the customer’s perspective.

Credibility is an important element in the 
establishment of trustworthiness in qualitative 
studies and requires that the study measures 
what it intended to measure. For this study, 
theme category descriptions are well defi ned and 
are mutually exclusive; facilitating consistency 
in analysis. All theme category descriptions 
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were considered throughout data sourcing 
and data analysis. Researchers immersed 
themselves in the data in order to capture only 
the main problem raised by the customer for each 
customer complaint, in the case of more than 
one problem being raised per entry; contributing 
to the verifi ability of the study. Th e researchers 
considered each complaint holistically. Th ey 
considered the main problem as the problem 
that was most frequently mentioned in the entry, 
mostly elaborated on, and the primary issue that 
provided a starting point for also raising other 
problems or those linked to the complaint’s title.

Research ethics 
Th e business which owns the Hellopeter.com 
website has given permission for the use of the 
complaints data in this research. Th e identities 
of the MGR companies studied have not been 
disclosed in this article. Neither have the 
sources of customer complains been identifi ed. 
Formal ethics clearance was provided by the 
relevant ethics committee of the University of 
Johannesburg.

RESULTS 
Th is section provides a description of the data 
analysis processes followed as well as the results 

TABLE 1: DESCRIPTION OF EACH QUALITATIVE CATEGORY OF COMPLAINT

Category of complaint Th eme description
Stock-out • No stock available in store
Expired goods • Sale of goods aft er the labelled expiry date
Shelf-teller price mismatch • Price on the shelf does not match the price scanned at the till

General labelling

• No price tag
• No barcode
• Unethical labelling
• Wrong product description on the label

Quality

• Sale of spoilt/rotten/mouldy/insect-infested/raw/stale/ goods 
before the labelled expiry date

• Quality of product is perceived inferior/malfunctioning
• Incorrect quantity/weight of the product

Exchange 
• Exchange policy
• Warranty/guarantee

General till 

• Long queues
• Closed tills/limited number of tills available
• No packers available
• Packer does not pack all items into plastic bags

Hygiene

• Dirty/unpleasant odour in store
• Dirty tills and trolleys
• Rat droppings/rats in the store
• Dirty bakery and deli-equipment
• Handling bakery and deli products without gloves
• Blood stains on packaging/goods

Damaged packaging
• Packaging/seal is opened
• Items are missing within the packaging of durable customer 

goods
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thereof. For the purpose of this article, emphasis 
is given to the results stemming from the 
quantitative data analysis.

Qualitative data analysis 
A template analysis was used to develop codes 
for logistical problems that were data and theory 
based (Saunders et al., 2016:583). Th is process is 
described by Saunders et al. (2016:587-588) as 
a combination of precoding and coding during 
data sourcing to identify themes within the 
qualitative data. Th is method provided fl exibility 
in adding, merging and removing themes as “new 
data suggests defi ciencies in the codes being 
used” (Saunders et al., 2016:588), which ensured 
that the main logistical problems were uncovered. 
Categories with clear scope boundaries allowed 
for the quantifi cation thereof (refer quantitative 
data analysis section), as an issue raised in a 
customer review could only be recorded in one 
suitable category.

Various themes emerged during the data analysis 
that were coded into nine categories, as described 
in Table 1. Th e nine categories include: stock-
out, expired goods, shelf-teller price mismatch, 
general labelling, quality, product exchange, 
general till, hygiene, and damaged packaging.

Quantitised logistics-related complaints on 
Hellopeter.com by category 
Th e fi rst secondary objective was to identify the 
diff erent categories of last-mile logistical problems 
that are more prevalent in the complaints relating 
to customers’ service experiences as raised on 
Hellopeter.com.

Th e frequency of category occurrence for 
the unit of analysis was recorded, a process 

of content analysis explained by Silverman 
(2011:10) as “predetermined categories used to 
count content...”. Th e categories were statistically 
analysed using descriptive and inferential 
statistics to establish whether there are signifi cant 
diff erences between the three MGRs’ problem 
categories.

Categories that were excluded are billing and 
account problems, as the primary focus was 
on information and physical fl ows of logistics-
related activities. In addition, problems related 
to other business functions such as marketing 
(advertising, loyalty programmes), human 
resources (training, staff  attitude) and fi nancial 
(accounts) were excluded.

Th e percentage of each problem as a total of 
logistics-related problems is depicted in Figure 
2. Of the 1871 complaints, most (641 = 34.3%) 
were about the quality of the product. Complaints 
related to sales of spoilt/rotten/mouldy/insect-
infested/raw/stale goods before the labelled 
expiry date, the quality of the product perceived as 
inferior/malfunctioning, and incorrect quantity/
weight of the product.

Although not recorded as a subcategory, the vast 
majority of quality-related problems were about 
deli-, bakery or butchery products. It was evident 
that the customers viewed quality as the primary 
driver to lay a complaint on Hellopeter.com. 
Th is does not support the fi ndings of Flint et al. 
(2011:228) who found that customer satisfaction 
has shift ed away from product quality and is 
more frequently based on value-added criteria. It 
seems that in the South African MGR industry, 
customers place a signifi cant value on product 
quality.

FIGURE 2: QUANTITISED LOGISTICS-RELATED COMPLAINTS ON HELLOPETER.COM BY CATEGORY 
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Complaints about stock-outs were the second 
most prevalent logistics-related complaint 
(14.3%). Th e signifi cance of a stock-out on the 
customer’s purchase behaviour and future loyalty 
to a retailer is highlighted by Fernie and Sparks 
(2009:192). Although not separately recorded, 
a number of customers’ complaints regarding 
stock-outs were linked to items on promotion.

Complaints pertaining to general till problems 
(12.2%) are considered last-mile logistics-related 
complaints as it hinders the fl ow of items out 
of the retail store. Complaints included: long 
queues at the till; closed tills/limited number of 
tills available; no packers available; and packer 
does not pack all items into plastic bags. Th ese 
complaints related to the level of service off ered to 
the customers at the tills, causing inconvenience 
through increased waiting times.

Of the complaints, the mismatch of the shelf-teller 
price (11.7%) could further contribute to delays at 
the till as it requires the shelf price to be checked 
prior to completing the sale. Furthermore, the 
customer may formulate a price-expectation 
when picking groceries from the shelf and 
disappointment follows when the expectation is 
not fulfi lled. Complaints about expired goods and 
products sold past their sell-by date comprised 
8.6 per cent of the total number of complaints 
and relates to the issue of obsolescence in the last 
mile of logistics. Obsolescence in the logistics’ last 
mile is consistent with the fi ndings of Bowersox 
et al. (2010:163) who found a high degree of 
obsolescence pertaining to perishable goods.

On Hellopeter.com customers complained least 
about general labelling (5.5%), hygiene (5.3%) 
and damaged packaging (0.6%). Although only 
99 complaints about hygiene were lodged, the 
nature of these complaints are of serious concern, 
namely: dirty/unpleasant odour in a store, dirty 
tills and trolleys, rat droppings/rats in a store, 
dirty bakery and deli equipment, handling bakery 
and deli products without gloves, and blood stains 
on packaging/goods.

Frequency of complaints per mass grocery 
retailer 
Of the 1871 complaints, 50 per cent (937) were 
for Business X, 32 per cent (590) for Business Y 

and 18 per cent (344) for Business Z. Although 
Business X and Y have similar market share, the 
number of complaints recorded for Business X far 
exceeded those for Business Y.

Statistically signifi cant diff erence in the number 
of complaints between MGRs 
To test whether signifi cant diff erences exist in 
the number of complaints received per complaint 
category for the three MGRs, a Pearson Chi-square 
test for independence was used. According to 
Pallant (2007:212) this test allows the comparison 
of “the frequency of cases found in the various 
categories of one variable across the diff erent 
categories of another variable”. To identify 
signifi cant diff erences between MGRs, whether 
much higher or lower, an asymptotic signifi cance 
test was conducted, defi ned by Lane (2015) as the 
“probability computed considering diff erences in 
both direction”. Th e alternate hypothesis (H1) is 
accepted if the asymptotic signifi cance is less than 
0.05, as presented in Table 2.

H0: No statistically signifi cant diff erence exists 
between the logistics-related complaints of the 
three MGRs

H1: A statistically signifi cant diff erence exists 
between the logistics-related complaints of the 
three MGRs

Evident from Table 2 is that signifi cant diff erences 
exist between the three MGRs – Business X, 
Business Y, and Business Z – for six of the nine 
complaint categories, namely stock-out, expired 
goods, general till, quality, exchange, and hygiene. 
Whereas Business X had signifi cantly more 
complaints relating to four complaint categories, 
namely stock-out, general till, quality and 
exchange in relation to Business Y and Business 
Z, Business Y had signifi cantly more complaints 
relating to two complaint categories, namely 
expired goods and hygiene. In all categories, 
the percentage of complaints about Business Z 
are the lowest of the three MGRs. No signifi cant 
diff erences exist between the three MGRs for 
the following complaint categories: shelf-teller 
price mismatch, general labelling, and damaged 
packaging.
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Relationship between the type of complaint and 
time of lodging 
To determine whether the frequency of 
complaints raised by customers are bound to 
specifi c months within the year (third secondary 
objective), occurrences of complaints within 
each month are indicated in Figure 3. Except for 
damaged packaging, complaints are lodged in all 
the categories for each of the 12 months. Quality 
is the most frequently raised complaint for every 
month of the year, ranging between 23.6 per cent 
and 41.9 per cent of complaints. Although stock-
out complaints peak in July (26.4%) it is second 
highest in November (20.4%). In June, exchange-
related complaints reached 18.9 per cent. A logical 
pattern of complaints by month does not seem to 
emerge from the results in Figure 3.

Th e occurrence of logistics-related complaints 
within a single month of the year is depicted in 
Figure 4. Overall, a higher number of complaints 
were recorded for the months January to March, 
and a lower number between April and July.

Hygiene and quality logistics-related complaints 
seem to be highest in the hotter summer months 
of January, February and March, as well as in 
October, November and December, and lower 
in the winter months. In January hygiene-related 
complaints peaked at 20.2 per cent, followed 

by March (16.2%) and February (10/1%). In 
the colder months, between April and July, the 
complaints are less frequent and range from 
two per cent to 5.1 per cent. Th ere seems to be a 
seasonal trend. Although warmer conditions can 
intensify odours in confi ned spaces, pertaining 
to the other components of hygiene (in Table 
2), a logical reason for this trend is not evident. 
However, increased foot-traffi  c in warmer 
months, may contribute to an increase in odours, 
dirty fl oors and surfaces, and general hygiene 
problems.

Similarly, a higher frequency of quality-related 
complaints occurred in the summer months of 
January to March and October to December, 
with lower frequencies in winter months between 
April and August. Even though not specifi cally 
recorded, the majority of quality-related 
complaints concerned the deli-, bakery and 
butchery produce. Quality-related complaints 
included problems with insects; items expired 
before the expiry date, items containing mould, 
rotten meat or stale bakery items. As higher 
temperatures during warmer months contribute 
to the accelerated deterioration of fresh produce, 
it is possible for related complaints to be lodged 
in these months. Th e inverse is also true: a lower 
frequency of quality complaints occurred during 

TABLE 2: SIGNIFICANT TESTING OF COMPLAINT DIFFERENCES BETWEEN TOP THREE MGRS

Category of 
complaint

Pearson 
Chi-

Square 
Value

Degrees 
of 

Freedom 
(df)

Asymptotic 
signifi cance 

(2-sided)

Percentage of complaints

H1Business 
X

Business 
Y 

Business 
Z Total

Stock-out 7,748a 2 0.021 57.1 29.3 13.6 100 Accept
Expired 
goods 16,036a 2 0.000 38.6 45.2 16.3 100 Accept

Shelf-
teller price 
mismatch

2,711a 2 0.258 49.3 28.5 22.2 100

General 
labelling 3,871a 2 0.144 58.8 23.5 17.6 100

General till 15,207a 2 0.000 57.9 32.9 9.2 100 Accept
Quality 27,171a 2 0.000 47.9 27.4 24.7 100 Accept
Exchange 15,089a 2 0.001 59.2 34.5 6.3 100 Accept
Hygiene 11,884a 2 0.003 33.3 43.4 23.2 100 Accept
Damaged 
packaging 4,582a 2 0.101 18.2 54.5 27.3 100
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colder conditions when fresh produce tend to 
last longer than in summer months. A logical 
relationship between the month of complaint and 
malfunctioning of goods and incorrect quantity 
of goods packed does not seem obvious.

A percentage of stock-out complaints occur 
between September and December (between 
10.1% and 10.8%). A possible explanation may 
be that customers’ purchase behaviour changes 
in the months preceding the December holiday 
as they stock up for Christmas and New Year 
festivities, which may lead to a higher degree of 
stock-availability related complaints. In addition, 
the random spikes in stock-out complaints 
throughout the year could be attributed to the 
‘bull-whip eff ect’ that occurs owing to inconsistent 

ordering throughout the retail-chain.

Th e frequency of shelf-teller price mismatch 
complaints was higher during the months of 
December to March (10.6% to 13.3%), containing 
various holidays such as Christmas, New Year 
and Valentine’s Day, during which promotions are 
off ered by retailers. It seems that price mismatch 
complaints appear in months with higher levels 
of promotions. Lower levels of price mismatch 
complaints occurred in the months between May 
and July. Th e retailer’s ability to correctly link the 
barcode price to the shelf price should not vary 
throughout the year.

General till-related problems were lower in 
the months from March to June (between 2.6% 

FIGURE 3: LOGISTICS-RELATED COMPLAINT OCCURRENCE BY MONTH AS A PERCENTAGE OF TOTAL 
COMPLAINTS PER MONTH 



1672
WWW.IBC-CONFERENCE.COM

and 6.6%) compared to July to February (8.8% 
to 11%). Warmer conditions may encourage 
shopping behaviour, leading to increased foot-
traffi  c, longer queues and fewer staff  to pack 
groceries at the till.

From the complaints in the categories of hygiene, 
quality, stock-out, shelf-teller price mismatch, 
and general till there seems to be some degree of 
time relation. A time relationship could not be 
established for the complaint categories of expired 
goods, general labelling and damaged packaging.

CONCLUSIONS AND 
RECOMMENDATIONS 
Th e purpose of conducting this study was to 

explore the nature of logistics-related complaints, 
raised by customers on Hellopeter.com. Firstly, 
from the thematic and content analysis of 1871, 
nine categories of complaints were identifi ed and 
described in compliance with the fi rst secondary 
objective. From the quantifi cation of these 
complaints by category, it emerged that quality-
related complaints were the most prevalent 
problem raised by 34.4 per cent of customers 
lodging complaints. Th is is followed by stock-out 
(14.3%), general till problems (12.2%) and shelf-
teller price mismatch (11.7%). From these results, 
MGRs can gain an appreciation for the type and 
seriousness of logistics-related problems in the 
last mile (fi nal leg) as experienced by in-store 
customers.

FIGURE 4: LOGISTICS-RELATED COMPLAINT OCCURRENCE BY MONTH 
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To benchmark last-mile logistics-related 
performance from a customer perspective 
against competing MGRs, the results of the 
signifi cant testing of diff erences between the 
three MGRs could serve as a guide, as signifi cant 
diff erences exist for six of the nine complaint 
categories. Whereas Business X had signifi cantly 
more complaints relating to stock-out, general 
till, quality and product exchange in relation to 
Business Y and Z, Business Y had signifi cantly 
more complaints relating to expired goods and 
hygiene. One may deduce from this result that the 
operations of MGRs had an impact on the last-
mile logistics-related problems experienced by 
in-store customers and that clear opportunities 
for improvement exist for these retailers. Since the 
identities of the MGRs are not disclosed in this 
study, it is recommended that these companies 
collect and analyse complaints directed against 
them on Hellopeter.com in order to fi nd 
improvement opportunities.

From an analysis of the number of complaints per 
category by month, it follows that the complaints 
in the categories of hygiene, quality, stock-out, 
shelf-teller price mismatch, and general till 
seem to display a time relation. Th e complaints 
regarding these categories are all higher in the 
summer months than in the winter months. 
Some of the complaints maybe be ascribed to 
the hotter weather aff ecting the products and 
the environment, in particular, hygiene and 
quality related-complaints, while others may be 
attributed to increased foot-traffi  c during these 
months, such as general till complaints. Th e 
results highlight the time period during which 
most of the logistics-related problems occur. Th is 
fi nal fi nding may be used by MGRs to identify 
the time period in which these problems seem 
to be more critical to the customer’s evaluation 
of service provision and to pre-empt any such 
complaints.

From this research, an insight into the nature 
of last-mile logistical problems raised by end 
customers of the three major South African 
MGRs has been gained in compliance with the 
main research objective. Th e results provide 
insight into MGRs on the type of problems that 
customers consider important enough to raise 
written complaints on a public domain such 

as Hellopeter.com. Companies that respond 
to complaints on Hellopeter.com have already 
recognised the importance of the role that these 
platforms play in reputation management. It is 
critical that South African MGRs address these 
logistics-related problems to retain customers 
and prevent switching. MGRs could regularly 
conduct an analysis of complaints on social media 
to identify problem areas and improve on the last-
mile logistical problems valued by customers.

Limitations 
Th e study has some limitations: only the main 
problem within the unit of analysis, namely 
customer complaint, was recorded. Some 
complaints may have contained more than one 
problem related to logistical activities. A further 
limitation lies in the fact that only a subset of the 
South African customer population was surveyed 
– those with Internet access and knowledge of 
the Hellopeter.com website who chose to lodge 
a complaint through the latter. Th ese limitations 
should be considered in the interpretation and 
use of the study’s fi ndings.

Future research 
Future research to provide greater insight into 
logistics-related complaints within the South 
African FMCG retail industry should focus on:

• unpacking the relatively large number of 
complaints identifi ed within the ‘quality’ 
category into a greater number of sub-
categories 

• repeating this study on an annual basis 
to identify patterns whether the type and 
frequency of problems recur, increase or 
decrease and to monitor whether MGRs are 
addressing these problems 

Contribution 
Th is research study contributes to the body of 
knowledge on South African retail in general, but 
more specifi cally to FMCG last-mile logistics-
related problems from the in-store customer’s 
perspective. In addition, this study provides 
information on logistics-related functions, 
whether performed in-house or by third-party 
logistics (3PL), the eff ect of which are considered 
critical by customers. Such information could 
have management implications for South African 
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FMCG retailers.
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ABSTRACT 
Th is paper investigates the electronic banking 
adoption intentions of banking clients in rural 
areas in central South Africa. Since the adoption 
of electronic banking in rural areas are low, this 
research sets out to investigate to why rural 
clients are reluctant to adopt electronic banking. 
Since no other studies exist pertaining to this 
specifi c context, the fi ndings would benefi t South 
African banks that aim for market growth and 
ultimately a competitive advantage in rural areas 
of South Africa. Th is quantitative study, involving 
487 respondents, revealed that several factors 
infl uence clients’ intentions to adopt electronic 
banking. Th e fi ndings indicate that bank clients’ 
intentions to adopt electronic banking depends 
to a large extent on the perceived usefulness of 
the electronic banking systems, compatibility of 
electronic banking with clients’ lifestyle and client 
attitudes.

Keywords: Adoption intentions; electronic 
banking; rural areas and South African banks

INTRODUCTION 
Th e fi nancial sector is a category of the economy, 
made up of fi rms that provide fi nancial services to 
commercial and retail clients. In South Africa this 
sector includes fi nancial intermediaries such as 
banks, development fi nance institutions, micro-
fi nance, non-banking fi nance companies, stock 

exchange companies and insurance companies. 
Th ese fi nancial intermediaries, and especially 
banks, play a pivotal role in the performance and 
operation of modern economic activities (Iwedi, 
Okey-Nwala, Kenn-Ndubuisi & Adamgbo, 
2016:46). Although banks provide a variety of 
services to their clients, they are continuously 
confronted with the competitive dilemma of 
delivering better services, while reducing cost 
and protecting profi t margins.

Eff orts aimed at delivering better services lead to 
innovative electronic banking delivery platforms 
since the 1990s, which brought forth tremendous 
changes in the banking sector, especially in 
the online environment. Nowadays, electronic 
banking entails more than just ATM (automatic 
teller machine) banking and vines into online-
banking and smartphone-enabled electronic 
banking technology. Th ese extended electronic 
banking solutions play a pivotal role in how 
current banking activities are conducted and also 
how it will infl uence the banking sector in the 
future (Muzofa, 2015:13).

In order for banks to maximise the benefi ts of 
electronic banking technology they need to 
understand the propensity of the potential clients’ 
banking activities (Sugumaran, 2018:251-252). 
According to Ramavhona and Mokwena (2016:3) 
limited research that has been conducted on the 
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adoption of electronic banking in South Africa. 
However, from available sources, these authors 
confi rm that the adoption of electronic banking by 
clients in rural areas, are lower than in urban areas, 
due to preference towards traditional banking 
methods, perceived lack of infrastructure, and 
security issues, to name a few. Th erefore, across 
South Africa, the challenges incurred by banks 
seem to vary as a result of certain demographic 
and geographic inconsistencies, especially 
pertaining to clients in rural areas. A technology 
based banking approach will not necessarily 
ensure maximum return on investment, without 
the necessary electronic adoption insights across 
all communities. Banks, therefore, need to 
consider the electronic banking adoption patterns 
of rural clients to devise and implement workable 
and cost-eff ective strategies for the enhancement 
of electronic banking usage in these communities 
(Ghobakhloo, Hong, Sabouri & Zulkifl i, 2012:37). 
Alternative electronic banking delivery platforms 
for rural areas need to be identifi ed, investigated 
and introduced, to capitalise on the benefi ts for 
banks, as well as for the clients in these market 
segments and geographical areas. Th e causal 
factors to this paper were:

• Not suffi  cient research has been done on 
the actual uptake, challenges and current 
accomplishments of digital adoption of 
banking products and services in rural areas 

• An increasing need for improved, more 
convenient and cost-eff ective sales and service 
delivery platforms for rural customers within 
the fi nancial services industry 

• Even though fi nancial services institutions 
are implementing new technology at 
oft en extremely high costs the uptake and 
availability in rural communities is not clear

• To determine the actual factors impacting 
digital adoption of banking products and 
services in rural areas to design managerial 
frameworks and strategies in support of 
successful implementation and adoption.

Banks in developing countries are caught up in 
a fast-changing competitive environment and 
according to Sabi (2014:1) technological advances 
pertaining to electronic delivery platforms 
relevant for penetrating rural areas, can enable 

opportunistic banks to be more competitive 
and profi table. To capitalise on the electronic 
banking opportunities off ered by electronic 
delivery platforms, such as automated teller 
machines, online banking, telephone banking 
and smartphone-enabled banking, South African 
banks need to understand the potential rural 
clients’ needs, challenges and propensity to adopt 
these technologies (Sugumaran, 2018:251-252).

Electronic banking off ers substantial 
opportunities for banks to improve their cost 
ratios, and it also benefi ts clients in terms of 
control, speed, access, savings, convenience, 
reliability and consistency (Perera, 2018:84). 
However, although rural clients receive the same 
electronic banking opportunities than those in 
urban areas, the adoption of electronic banking 
by clients in the South African rural areas tend 
to remain lower than that of clients in urban 
areas (Masocha, Chiliya & Zindiye, 2011:1858). 
Since rural clients have more preference towards 
traditional banking methods than electronic 
banking methods (Munusamy, 2012), banks need 
to determine strategies to change rural clients’ 
attitudes and perceptions of electronic banking 
(Ghobakhloo et al., 2012:37). Bank clients’ 
adoption intentions of electronic banking in the 
rural environments in South Africa remain to a 
great extent, unexplored, and are therefore the 
focus of this research.

LITERATURE REVIEW 
South Africa’s banking sector is well regulated 
and compares well with developed countries in 
terms of their ability to service the evolving needs 
of their clients (Coetzee, Van Zyl & Tait, 2013:2). 
For the 14 locally controlled banks in South 
Africa, competition for market share is fi erce, 
especially since the shift  from brick and mortar 
banking to electronic banking, increased the 
competition in the banking sector exponentially. 
Th e drive for client number optimisation forced 
banks to be more innovative through alternative 
delivery channels (Zallaghil, 2018:95), which 
led to all banks focusing on diff erentiating them 
from other competitors by capitalising on service 
delivery opportunities, such as electronic banking 
(Maduku & Mpinganjira, 2012:172). According 
to Maduku (2013:78) all the innovations initiated 
by banks to gain a competitive advantage, are not 
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only aimed at attracting new clients, but also to 
retain clients through electronic interventions. 
However, despite the eff orts by South African 
banks to promote electronic banking by creating 
awareness around security, convenience and 
cost implications, clients in rural areas are still 
to a large extent reluctant to adopt this banking 
platform (Ramavhona & Mokwena, 2016:3). 
Some of the reasons include factors such as 
awareness, security, exposure to electronic 
banking, and lack of resources. According to the 
World Bank (2018), 34.15% of the more than 57 
million South Africans reside in rural areas, and 
since the adoption rate of electronic banking in 
rural are substantially lower than in urban areas, 
banks have the opportunity to increase their client 
base by tapping into this market (Masocha et al., 
2011:1858). One of the limitations of this study 
is that very little prior research were done by the 
banking institutions on this topic in South Africa.

Electronic banking 
Although electronic banking is a term which is 
frequently used to defi ne technology driven, online 
product and service off erings (Dhurup, Surujlal 
& Redda, 2014:588), in this paper electronic 
banking refers to the range of services provided in 
the online banking environment, such as Internet 
banking, mobile phone banking by means of “apps” 
(Sugumaran, 2018:251-252). Since electronic 
banking allows clients to manage their own 
banking aff airs in an online environment (Onay 
& Ozsoz, 2013; Ongkasuwan & Tantichattanon, 
2002:3), the adoption of electronic banking has 
given banks the opportunity to move away from a 
productivity oriented approach to a more client-
centric approach (Lusaya & Kalumba, 2018:27).

Adopting electronic banking 
According to Maduku (2014:68) various factors 
have been identifi ed, which aff ect the adoption 
of electronic banking (e-banking). Th e most 
ubiquitous factors are the perceived usefulness 
and the perceived ease of use, which are outlined 
as constructs in the Technology Acceptance 
Model (TAM) by Davis (1989:319-340). In 
the rural areas of South Africa, low Internet 
penetration, clients’ attitude towards innovative 
technology, and low educational levels were found 
as being the prevalent contributors to the lower 
adoption rate of electronic banking (Masocha 

et al., 2011:1858). In addition, other factors, 
identifi ed in various other studies, also aff ect the 
adoption rate of electronic banking, and include 
compatibility, cost, risk, subjective norm, attitude 
and awareness (Chibonda, 2014:18; Chavan, 
2013:22; Riquelme & Rios, 2010:330; Chen, 
Gillensen & Sherrell, 2004:14; Gibson, Ivancevich 
& Donnely, 2000:65).

Th e ease of use in the electronic banking 
environment is seen by Maduku and Mpinganjira 
(2012:174) as the physical or mental eff ort 
that clients exert or are likely to exert during 
electronic banking. According to Morosan 
and Jeong (2008:288) less complex technology, 
increase the ease of use, which in turn increases 
the adoption rate. Furthermore, Davis, Bagozzi 
& Warshaw (1989:985) describe perceived 
usefulness as the extent to which a person believes 
that an electronic innovation will impact current 
performance. According to Perera (2018:85), 
perceived usefulness is the dominant motive for 
the adoption of electronic banking, and also the 
main reason why clients move from face to face 
banking to electronic solutions.

In a study by Koenig-Lewis, Palmer and Moll 
(2010:423), they found that compatibility has 
an infl uential and positive impact on electronic 
banking adoption. When electronic banking is 
therefore compatible with the client’s lifestyle, 
it can increase the rate of electronic adoption 
(Rogers 2003:240). Compatibility occur when 
there is alignment between the electronic banking 
platform and the client’s values, needs and past 
experiences (Chen, Gillensen & Sherrell 2004:14). 
Furthermore, cost as a factor, off ers several 
opportunities to fi nancial institutions to cut 
operational costs, especially savings on front-line 
personnel. However, the cost related to electronic 
banking can also be a deciding factor for clients 
to adopt electronic banking or not (Maitlo, Kazi, 
Khaskheley & Shaikh, 2015:2).

Although major progress has been made in the 
banking sector with hardware and soft ware 
enhancements, risk remains a concern for a large 
number of potential adopters (Chibonda, 2014:18). 
According to Al-Jabari and Sohail (2012:382) 
the risk perception of clients usually arises due 
to their doubt in the consistency the anticipated 
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outcome of technology security. In this regard 
Delafrooz, Paim and Khatibi (2011:2839) found 
that a positive relation exists between clients’ 
perceived risk and the decision to adopt and use 
electronic banking. Consequently, various studies 
also included additional factors such as subjective 
norm, the clients’ attitude and awareness regarding 
electronic banking as factors infl uencing adoption 
(Maduku, 2014: 68; Riquelme & Rios, 2010:330; 
Sohail & Shanmugham, 2003:211; Gibson et al., 
2000:65). Subjective norm includes all the social 
forces impacting the clients’ behaviour to adopt 
electronic banking, such as lifestyle, family and 
friends. Herewith, clients’ attitudes towards 
electronic banking are then either positive of 
negative, which will then be a motivation factor to 
adopt electronic banking (Gibson et al., 2000:65).

In addition, awareness is oft en raised as an 
obstacle for electronic banking adoption (Maduku 
2014:80), especially when clients are unaware of 
the opportunities, benefi ts and facts related to 
electronic banking. Several studies indicate that, 
due to the lack of awareness, a large percentage of 
bank clients have not been exposed to electronic 
banking, which aff ects the adoption of electronic 
banking (Al-Somali, Gholami & Clegg, 2009:137; 
Pikkarainen, Pikkarainen, Karjaluoto & Pahnila, 
2004:225; Sathye, 1999:325).

RESEARCH AIM AND OBJECTIVES 
Th e aim of this research is to determine the 
electronic banking adoption intentions of bank 
clients in rural areas of central South Africa. To 
achieve this aim, the following objectives have 
been set:

• Determine the respondents demographic 
profi le and patronage habits 

• Identify the most pertinent factors and 
possible patterns that impact electronic 
banking adoption in rural areas 

• Determine the electronic banking adoption 
intentions of banking clients in rural areas of 
central South Africa 

RESEARCH METHODOLOGY 
A quantitative, descriptive research design 
(DePoy & Gitlin, 2016: 374) was used in this 
research to investigate bank clients’ adoption 
intentions of electronic banking in rural areas 

in central South Africa. Th e target population 
was individual bank clients, who visited bank 
branches in North West, Northern Free State 
and the Northern Cape provinces over a month-
end period in October 2017. A non-probability, 
convenience sampling method was used to select 
the respondents. Th e selectivity which is built 
into non-probability sampling originates from 
the researchers’ awareness that these respondents 
do not represent the broader population in South 
African rural areas (DePoy & Gitlin 2016:194). 
Th erefore, the researchers are reporting on the 
specifi c sample and no generalisation will take 
place to the larger population of South Africa, 
since not all members of the larger population 
had an equal chance of being selected (DePoy & 
Gitlin, 2016:128). Respondents that use electronic 
banking, as well as those that do not use electronic 
banking were included in the research. Screening 
required that all respondents had to have a bank 
account at any of the South African based banks.

To determine the sample size, Pallant (2013:185) 
suggests that a minimum sample of 150 and 
a minimum ratio of fi ve cases per variable for 
studies involving statistical procedure like factor 
analysis should be adhered to. In this research, 
560 questionnaires were distributed, of which 
487 (86.96%) questionnaires were returned and 
statistically analysed. Th e percentage of useable 
questionnaires surpassed the minimum ratio of 
fi ve cases per variable in this research.

Research Instrument 
A self-administered and structured questionnaire, 
aligned with the rural milieu in South Africa 
was developed from literature. In section A of 
the questionnaire the respondents’ demographic 
information (gender, age, income levels, 
qualifi cation, occupation and home language) 
were captured by means of multiple-choice and 
dichotomous questions. Section B made use of 
multiple-choice and dichotomous questions to 
gather data on the respondents’ general electronic 
banking usage, the frequency of use, their 
willingness to adopt electronic banking, the type 
of transactions they conduct and their suggestions 
for improvement. In this section a 5-point Likert 
scale was used to gather data, which ranged from 
1 = strongly disagree to 5 = strongly agree.
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Data collection procedures 
Since the bank branches in the research area 
agreed to assist with the collection of the data, a 
specifi ed quantity of copies of the questionnaires 
with an introductory message explaining the 
reason for the study, the process and the ethical 
considerations were distributed to various 
bank branches. Aft er thorough training was 
provided to facilitators at all the branches, on 
the procedure for the collection of the data, the 
questionnaires were distributed to clients who 
entered the bank and/or use the banks’ facilities. 
Th e facilitators fi rst explained the purpose of 
the study, the process and ethical considerations 
to the individuals, and then, aft er they were 
screened as eligible and granted their consent to 
partake in the research, they were provided with 
a questionnaire to complete. Aft er the completion 
of the questionnaire, the facilitators stored the 
questionnaires for safe keeping until it was 
collected by the researchers.

Data analysis 
Th e Statistical Package for the Social Sciences 
(SPSS Version 23) were used to capture, clean, 
edit and analyse the data obtained from the 
questionnaires. Th e psychometric properties 
of the research instrument were measured to 
determine its validity and reliability. Furthermore, 
the demographic profi le of the respondents 
was determined by calculating frequencies for 
all the items. Pertaining to the respondents’ 
adoption intentions of electronic banking 
usage, correlations were calculated to determine 

statistically signifi cant and practically signifi cant 
relations. Eff ect sizes were also calculated to 
determine the eff ect of specifi c demographics on 
the respondents’ intentions to adopt electronic 
banking.

RESULTS AND DISCUSSION 
In this section the empirical results of the 
research are presented. Th e fi rst section presents 
the psychometric properties of the measuring 
instrument. Th ereaft er, the demographic profi le 
and patronage habits of the respondents are 
discussed, followed by the inferential statistics 
pertaining to the electronic banking adoption 
intentions of banking clients in rural areas of 
central South Africa.

Psychometric properties of the measuring 
instrument 
Th e psychometric properties of the measuring 
instrument were investigated by assessing validity 
and reliability.

• Validity 
Validity according to Malhotra (2018:285) is how 
accurate the deviations in the scale scores refl ect the 
actual measured diff erences between the features 
in the absence of random or systematic errors. To 
assure construct validity, a confi rmatory factor 
analysis was done on the statements defi ning the 
factors, namely perceived ease of use, perceived 
usefulness, compatibility, cost, risk, subjective 
norm, attitude, and awareness (Table 1).

TABLE 1: VALIDITY OF THE CONSTRUCTS

Factor KMO Bartlett’s test 
(p-value) Determinant Communality 

variance range
% Variance 
explained

Perceived ease of use 0.71 0.0001 0.32 0.591–0.913 86.38
Perceived usefulness 0.872 0.0001 0.004 0.592–0.913 82.415
Compatibility 0.858 0.0001 0.007 0.841–0.892 90.252
Perceived cost 0.723 0.0001 0.204 0.130–0.755 85.277
Perceived risk 0.77 0.0001 0.254 0.212–0.653 71.841
Subjective norm 0.794 0.0001 0.054 0.663–0.866 78.955
Attitude 0.843 0.0001 0.008 0.740–0.924 88.776
Awareness 0.834 0.0001 0.035 0.593–0.902 81.817

Source: Calculated from survey results



1682
WWW.IBC-CONFERENCE.COM

In this research, Kaiser-Meyer-Olkin Measure 
of Sampling Adequacy (MSA) was used to 
determine the appropriateness of factors 
identifi ed. Th e results yielded MSA counts of 0.71 
and higher, indicating that suffi  cient data was 
collected for the study and that the factors were 
appropriate (Malhotra 2018:638). Furthermore, 
the determinant scores for this research refl ect 
ranges between 0.004 and 0.32, which indicate no 
evidence of severe multicollinearity. Th is means 
that the variables are independent and will not 
infl uence the interpretation of the results. From 
Bartlett’s test, all the p-value is < 0.05, which 
indicates suffi  cient correlation. Additionally, 
the commonalities refl ected in table 2 indicates 
extracted values >0.3, which indicate acceptable 
variance levels for enough of the original 
information to stay relevant. Th e last measure 
done to validate the measuring instrument was 
the total variance. For this research, the lowest 
variance of 71.841% was substantially above 
the required rate of 50%, which means that 
the variances are adequately explained by the 
identifi ed factors. Th e measuring instrument 
used in this research can therefore be deemed a 
being valid.

• Reliability 
Reliability is the indication of the extent to which 
a measuring instrument provides consistent 
results repeatedly under similar circumstances 
(Malhotra, 2018:281). Cronbach’s alpha was used 
to test for reliability, and a value ≥ 0.7 indicates 
a reliable instrument (Ary, Jacobs, Irvine & 
Walker 2018:110). All the factors in this research 
displayed values >0.7 (Table 2). Th e measuring 
instrument was therefore considered reliable.

TABLE 2: CRONBACH’S ALPHA VALUES

Factor Cronbach’s 
alpha Mean Standard 

deviation
Perceived ease 
of use 0.948 3.914 1.00971
Perceived 
usefulness 0.945 4.164 0.83067
Compatibility 0.964 4.0685 0.94171
Perceived cost 0.876 2.8744 1.00543
Perceived risk 0.804 3.098 0.90568

Subjective 
norm 0.911 3.8285 0.93102
Attitude 0.958 4.0918 0.89667
Awareness 0.925 3.928 0.88895

Source: Calculated from survey results

Demographic profi le of respondents 
Table 3 provides a summary of the demographic 
information used to construct a study population 
profi le of the bank users in rural areas of central 
South Africa.

Table 3 reveals that there was a fairly equal 
representation of male (46.8%) and female 
(53.2%) respondents in the study. Th e majority 
of the respondents came from the age groups 
between 26 and 45 years (58.8%) while only a small 
percentage (8.8%) came from the older than 55 
years’ age group. Th e study included respondents 
across all income groups with the lower end and 
top end earners being slightly lower than the 
individuals earning between R2 001 and R20 000 
per month. Almost half of the participants in the 
study only had a grade 12 qualifi cation with less 
than 10% having a postgraduate qualifi cation. 
Only 9.7% of the respondents were unemployed. 
Th e majority of the respondents were Tswana 
speaking (33.1%), while 32.0% spoke Afrikaans.

Respondents’ patronage habits 
Th e respondents’ patronage habits were measured 
in terms of the frequency of their electronic 
banking usage, their willingness to adopt 
electronic banking, and their access to locations.

• Electronic banking usage 
Th e data collected indicates that 34.5% of the 
respondents have never used digital banking. 
Taking into account only the 34.5% non-user, 
62.9% of them indicate that the most prominent 
reasons are their inability to access the internet due 
to no internet access. Despite no internet access, 
58.3% of the non-user respondents indicated 
that they fear electronic banking (58.3%), due to 
perceived risks.

Th e data also indicates that more than one third of 
the respondents (34.3%) who are using electronic 
banking, make use of this platform more than 
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TABLE 3: DEMOGRAPHIC PROFILE OF THE RESPONDENTS

Gender Frequency (n) Valid percentage (%)
Male 228 46.8
Female 259 53.2
Total 487 100
Age Frequency Valid percentage (%)
16 to 25 76 15.6
26 to 35 162 33.3
36 to 45 124 25.5
46 to 55 82 16.8
56 and older 43 8.8
Total 487 100
Gross monthly income Frequency Valid percentage (%)
Not comfortable providing this information 6 1.2
Less than R2000 73 15.0
R2001 to R5000 108 22.2
R5001 to R10000 121 24.8
R10001 to R20000 123 25.3
Over R20001 56 11.5
Total 487 100
Highest qualifi cation Frequency Valid percentage (%)
Post Graduate 46 9.5
Degree or Diploma 83 17.0
Other tertiary 78 16.0
Grade 12 208 42.7
Some High School 50 10.3
Other 22 4.5
Total 487 100
Occupation type Frequency Valid percentage (%)
Formally employed 336 69.0
Unemployed 47 9.7
Pensioner 22 4.5
Self Employed 45 9.2
Other 37 7.6
Total 487 100
Home language Frequency Valid percentage (%)
English 62 12.7
Afrikaans 156 32.0
Tswana 161 33.1
Sotho 77 15.8
Other 31 6.4
Total 487 100

Source: Calculated from survey results
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once a week. 45.5% of the electronic banking 
users, use electronic banking to make payments, 
while 19.7% use it to view account statements. 
Furthermore, 16.9% of the user respondents use 
electronic banking to transfer funds from one 
account to another, while 10.7% view account 
balances. Only 7.3% of the respondents use 
electronic banking to search for information on 
bank products and services.

• Willingness to adopt electronic banking 
Th e majority of the respondents (72.9%) indicated 
that they will be willing to adopt electronic 
banking if they can test it fi rst (70.4%) or see a 
demo (68.3%).

• Access locations 
Almost half of the respondents (49.4%) who make 
use of electronic banking, access the platforms 
from home, while 23.2% use the facilities at their 
workplace.

Initial awareness of electronic banking 
Although 92.6% of the respondents indicate that 
they have learnt about electronic banking from 
bank leafl ets, other marketing platforms, such as 
television (72.6%), newspapers and magazines 
(56.5%), and social media (67.8%) also create 
awareness of electronic banking. Despite the 
awareness created by banks in terms of electronic 
banking, 35.2% of respondents admitted that 
even though they are aware of electronic banking, 
they don’t know anything about the working of 
electronic banking. Th is realisation creates an 
opportunity for banks to drive uptake through 
awareness and education.

Respondents’ suggestion for improvement 
From the data collected, 93.4% of the respondents 
indicated that banks need to create awareness 
of the products and services off ered via the 
electronic banking platform. Th is suggestion 
is in line with the fi nding above where it is 
indicated that the respondents have a low usage 
of electronic banking pertaining to information 
on new products and services. Improved security 
(91.5%) is also an aspect the respondents felt 
the banks need to improve. Th e high number 
of people highlighting training (81.9%) is an 
indication of their willingness to adopt, but also 

their fear of electronic banking. A large portion 
of respondents (86.5%) also suggested that banks 
should simplify the digital banking process by 
creating an easy to navigate website. Finally, the 
individuals who took part in the research believe 
that banks should provide Internet and free Wi-
Fi facilities for clients. Th is is in contradiction 
to early fi ndings on the low uptake at facilities 
where internet and Wi-Fi are available. Th ere 
is therefore an opportunity for banks to rather 
create awareness in the vicinity of internet and 
Wi-Fi facilities.

Descriptive statistics pertaining to the 
respondents’ intentions to adopt electronic 
banking 
In Table 4 the descriptive statistics (means and 
standard deviations) are depicted regarding 
the factors measuring the general perception of 
respondents towards their adoption intentions of 
electronic banking usage. Th ese factors include 
perceived ease of use, perceived usefulness, 
compatibility, cost, risk, subjective norm, attitude, 
awareness.

TABLE 4: DESCRIPTIVE STATISTICS FOR FACTORS 
PERTAINING TO THE RESPONDENTS’ ADOPTION 
INTENTIONS OF ELECTRONIC BANKING USAGE

Factor Mean Standard 
deviation

Perceived ease of use 3.44 1.01
Perceived usefulness 4.16 0.83
Compatibility 4.07 0.94
Perceived cost 3.28 1.01
Perceived risk 3.30 0.91
Subjective norm 3.83 0.93
Attitude 4.09 0.90
Awareness 3.93 0.89

Source: Calculated from survey results

All factors in Table 4 measured above the average 
of 2.5, which indicates an overall positivity 
towards the adoption intentions of electronic 
banking. Th e three factors which measured the 
highest, perceived usefulness, compatibility and 
attitude, are indicative of these factors being 
likely to be considered by banks regarding the 
electronic banking adoption intentions of their 
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clients in rural areas of central South Africa.

Inferential statistics pertaining to the 
respondents’ intentions to adopt electronic 
banking 
• Non-parametric correlations 

Non-parametric correlations were calculated 
with Spearman’s rho to determine the practically 
signifi cant (r) and/or statistically signifi cant 
(p) relationships between the respective 8 
factors pertaining to the respondents’ adoption 
intentions of electronic banking usage (table 5). 
Correlation coeffi  cients (r) above 0.5 indicate a 
large, practical signifi cant relationship, whereas a 
value of p < 0.05 was used to identify statistically 
signifi cant relationships.

From the data in Table 5, it is evident that despite 
the cost and risk factors, all other factors have 
large positive practical signifi cant relationships 

(r>0.5) and statistically signifi cant relationships 
(p<0.05). Although cost and risk measured 
statistically signifi cant relationships with all the 
other factors (p<0.05), these relations have at most 
only a medium eff ect in practice (0.1<r<0.5). For 
banks, these results are valuable, since it indicates 
that if any one of the various factors is positively 
stimulated, it will most probably have a positive 
eff ect on the clients’ attitudes and perceptions 
towards the adoption of electronic banking.

• Cross-tabulation 
In addition, cross-tabulation was used, by 
means of Phi values and Cramer’s V to indicate 
the eff ect of age, income and qualifi cations on 
the respondents’ intentions to adopt electronic 
banking.

Age 
From the statistical analysis, age has a small 

TABLE 5: NON-PARAMETRIC CORRELATIONS

Spearman’s rho Perceived 
ease of use

Perceived 
usefulness Compatibility Cost Risk Subjective 

norm Attitude Awareness

Perceived ease 
of use

Correlation 
Coeffi  cient 1.000 0.754** 0.730** 0.367 0.390 0.585** 0.692** 0.547**

Sig. (2-tailed) 0.000 0.000 0.000 0.000 0.000 0.000 0.000

Perceived 
usefulness

Correlation 
Coeffi  cient 0.754** 1.000 0.835** 0.462 0.349 0.617** 0.749** 0.528**

Sig. (2-tailed) 0.000 0.000 0.000 0.000 0.000 0.000 0.000

Compatibility
Correlation 
Coeffi  cient 0.730** 0.835** 1.000 00.429 0.384 0.659** 0.768** 0.542**

Sig. (2-tailed) 0.000 0.000 0.000 0.000 0.000 0.000 0.000

Cost
Correlation 
Coeffi  cient 0.367 0.462 0.429 1.000 0.297 0.372 0.443 0.312

Sig. (2-tailed) 0.000 0.000 0.000 0.000 0.000 0.000 0.000

Risk
Correlation 
Coeffi  cient 0.390 0.349 0.384 0.297 1.000 0.408 0.428 0.358

Sig. (2-tailed) 0.000 0.000 0.000 0.000 0.000 0.000 0.000

Subjective 
norm

Correlation 
Coeffi  cient 0.585** 0.617** 0.659** 0.372 0.408 1.000 0.698** 0.529**

Sig. (2-tailed) 0.000 0.000 0.000 0.000 0.000 0.000 0.000

Attitude
Correlation 
Coeffi  cient 0.692** 0.749** 0.768** 0.443 0.428 0.698** 1.000 0.638**

Sig. (2-tailed) 0.000 0.000 0.000 0.000 0.000 0.000 0.000

Awareness
Correlation 
Coeffi  cient 0.547** 0.528** 0.542** 0.312 0.358 0.529** 0.638** 1.000

Sig. (2-tailed) 0.000 0.000 0.000 0.000 0.000 0.000 0.000

Source: Calculated from survey results
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to medium eff ect (0.223) on the respondent’s 
willingness to adopt electronic banking. In 
addition, the p-value calculated indicates that 
there is not a statistically signifi cant association 
between age and willingness to adopt, however, 
the respondents in the age groups 26 to 35 and 36 
to 45 are indicated as being more willing to adopt 
electronic banking sooner than the younger and 
older age groups.

Income 
From the statistical analysis, income had a 
medium to large eff ect on respondents not using 
digital banking as a result of the cost involved 
and aff ordability. Th e number of high-income 
earners which has never used digital banking is 
insignifi cant to the low-income earners. High-
income earners do not have a problem with costs 
relating to Internet access and devices. It is also 
shown that gross monthly income has a practical 
visible signifi cant association (0.309) with the 
willingness to adopt digital banking as soon as 

possible. Th erefore, the higher the gross monthly 
income, the higher the intention to adopt digital 
banking.

Qualifi cations 
From the statistical analysis, the respondents with 
a limited high school qualifi cation refl ected the 
highest non-user percentage. However, overall, 
qualifi cations have a practical visible signifi cant 
association (0.386) with the willingness to adopt 
electronic banking as soon as possible.

SUMMARY OF FINDINGS AND 
RECOMMENDATIONS 
Th e empirical results of this study indicate that a 
fairly equal distribution exist between clients who 
have never used electronic banking (34.5%) and 
those who are using electronic banking more than 
once a week (34.3%). Th e high number of clients 
not using electronic banking, in conjunction 
with the high number of clients willing to adopt 
electronic banking if possible (72.9%), off er great 

TABLE 6: CROSS TABULATION OF INCOME AND WILLINGNESS TO ADOPT DIGITAL BANKING

Adopt online banking a.s.a.p.
Yes No Total

Less than R2 000
Count 22 22 44

% within Q1N3 50.0% 50.0% 100.0%

R2 001–R5 000
Count 40 19 59

% within Q1N3 67.8% 32.2% 100.0%

R5001–R10 000
Count 51 10 61

% within Q1N3 83.6% 16.4% 100.0%

R10 001–R20 000
Count 37 6 43

% within Q1N3 86.0% 14.0% 100.0%

Over R20 001
Count 12 2 14

% within Q1N3 85.7% 14.3% 100.0%

Total
Count 162 59 221

% within Q1N3 73.3% 26.7% 100.0%
Symmetric Measure

Value Approximate Signifi cance

Nominal by Nominal
Phi 0.309 0.000

Cramer’s V 0.309 0.000

p<0.05 indicates statistical signifi cance;
Cramer’s V (small = 0.1; medium = 0.3; large = 0.5) indicates practical signifi cance
Source: Calculated from survey results
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market penetration opportunities for banks in 
rural areas.

Th e data furthermore revealed that a high 
percentage of respondents (90.8%) feel that banks 
should focus on the availability of Internet and 
Wi-Fi facilities. Although a very small percentage 
(7.3%) uses electronic banking to get information 
on products, 93.4% of the respondents suggested 
that banks need to create awareness of products 
and services, which would create opportunities 
for banks to market products and services using 
electronic platforms. A main concern of many 
clients towards electronic banking is security, with 
91.5% of the respondents suggesting that banks 
need to improve electronic banking security.

Banks therefore need to improve risk factors and 
create awareness pertaining to electronic banking 
if they want more clients to adopt electronic 
banking. Since the majority of the respondents 

agree that electronic banking is easy to learn and 
use, and it will make their lives easier, banks can 
capitalise on this opportunity to drive adoption, 
especially since previous studies, according to 
Ali Raza, Umer and Shah (2017:47) indicate that 
perceived ease of use and perceived usefulness 
determine whether an individual will adopt 
electronic banking or not. In addition, the vast 
majority of clients believe electronic banking is 
compatible with their lifestyle and work style. 
Th ey also indicate that electronic banking is 
useful and increase their productivity.

Th e data furthermore revealed that even though 
the clients believe electronic banking to be cost 
eff ective, the access cost remains a concern, 
especially in rural areas where income tends to 
be lower than in metropolitan areas. According 
to the fi ndings, cost can prevent people from 
adopting electronic banking; therefore, banks 
need to consider innovative ways to assist lower 

TABLE 7: CROSS TABULATION OF QUALIFICATION AND WILLINGNESS TO ADOPT ELECTRONIC 
BANKING

Willingness to adopt electronic 
banking.

Yes No Total

Post graduate qualifi cation
Count 19 2 21

% within Q1N4_reocode 90.5% 9.5% 100.0%
University/Technicon degree/
diploma

Count 29 7 36
% within Q1N4_reocode 80.6% 19.4% 100.0%

Other tertiary qualifi cation
Count 36 2 38

% within Q1N4_reocode 94.7% 5.3% 100.0%

Matric
Count 62 23 85

% within Q1N4_reocode 72.9% 27.1% 100.0%

Some high school
Count 13 19 32

% within Q1N4_reocode 40.6% 59.4% 100.0%

Total
Count 159 53 212

% within Q1N4_reocode 75.0% 25.0% 100.0%
Symmetric Measures

Value Approximate Sig

Nominal by Nominal
Phi 0.386 0.000

Cramer’s V 0.386 0.000
N of Valid Cases 212

p<0.05 indicates statistical signifi cance;
Cramer’s V (small = 0.1; medium = 0.3; large = 0.5) indicates practical signifi cance
Source: Calculated from survey results
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income earners to get access to electronic banking 
platforms.

From the results of the cross-tabulation, the 
study found that age has a small to medium 
eff ect on electronic banking usage. Th e majority 
of respondents who have never used electronic 
banking came from the younger and older age 
groups. Th is information should assist banks 
to identify the correct age groups to target 
through specifi c electronic adoption strategies. 
Furthermore, the practical signifi cant association 
between income and electronic banking usage is 
the result of the cost involved and aff ordability 
of electronic banking. Th e study indicated that 
respondents with a higher income are more 
willing to adopt electronic banking. In addition, 
qualifi cation type has a large eff ect on electronic 
banking adoption and usage. Th is fi nding 
corresponds with fi ndings from Shah and Clarke 
(2009:4) that electronic banking attracts people 
with higher income and better qualifi cations. 
Higher qualifi ed individuals were more prone 
to adopt electronic banking on a regular basis. 
Banks should therefor invest in training and 
development programmes for individuals with 
lower qualifi cations to give them confi dence to 
adopt and use electronic banking. Since banks are 
spending large amounts of capital on developing 
their electronic banking platforms, it is imperative 
that they use the information from studies like 
this one to ensure the maximisation of returns 
on their investments. If they manage to increase 
their economies of scale, they can reduce costs for 
the institutions as well as their clients.

LIMITATIONS AND FUTURE RESEARCH 
Th is research aimed to determine the electronic 
banking adoption intentions of bank clients in 
rural areas of central South Africa. To this end, 
banking clients in the rural areas of the North 
West, Northern Free State, and the Northern 
Cape provinces were tested during October 2017. 
Although this research has some limitations that 
can be addressed in future research, the main 
limitations include the amount of factors used to 
determine the infl uences on electronic adoption. 
Th e study also consisted of individuals from 
only a few selected rural areas in three provinces 
of South Africa, which could be expanded by 
means of a probability sample to include a wider 

variety of rural areas across South Africa, and 
to enable the generalisation of the results to a 
wider community. Future research could be 
extended over a longer period, to refl ect changes 
or movement in constructs with changing 
circumstances and experience levels. Despite the 
limitations associated with this study, the value 
of this research for banks is highlighted in the 
previous discussion.

Managerial implications of recommendations 
Th e managerial implications of the literature 
study and empirical fi ndings are fairly similar. As 
indicated previously there is a slight diff erence 
in the fi ndings with regards to the role risk plays 
in determining digital adoption. Th e empirical 
study however highlighted subtle, very important, 
diff erences based on demographic factors which 
will impact the digital adoption strategies of 
fi nancial institutions. While the literature studies 
also failed to give an accurate indication of current 
digital banking adoption trends and numbers in 
rural areas, the empirical fi ndings were able to 
supply the details. Financial institutions will only 
be able to increase digital adoption and their triple 
bottom line if they revisit their current business 
and marketing strategies to include a focused 
approach to digital banking adoption. Digital 
adoption requires a substantial degree of digital 
readiness which will be negatively impacted by 
insuffi  cient levels of digital readiness in rural areas. 
Th e strategies thus need to focus on ways to make 
digital banking technology user-friendly and 
non-intimidating to ensure improved adoption 
rates. To increase digital adoption amongst 
individuals in rural areas banks can enhance their 
digital banking platforms to include all the offi  cial 
languages. Th is will encourage lower qualifi ed 
individuals and people who are not fl uent in 
English to also adopt digital banking. Banks also 
need to focus on digital banking effi  ciency to stay 
competitive and relevant. Th e digital banking 
system needs to be fast and reliable with ongoing 
enhancements to reduce risk. Banks need to 
ensure responsiveness and address breakdowns 
and problems immediately.

One of the biggest challenges that banks need 
to address to increase digital banking adoption 
and usage is the perceived as well as the actual 
risk associated with online banking. It will be 
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benefi cial for fi nancial services institutions to 
display visible concern for customers’ views by 
addressing the challenges expressed in their 
business and marketing strategies. Th e banks 
need to demonstrate reliability in their ongoing 
eff orts to come up with innovative solutions 
to continually improve secure digital banking 
systems, particularly with regards to the personal 
information security concerns highlighted. It is 
of utmost importance for banks to ensure these 
improvements are communicated to customers 
as well as potential adopters via the most suited 
and utilized media platforms. In developing 
solutions banks also need to take cognizance of 
concerns raised in this study regarding cellular 
phone banking security (Bishop, 2017:28) when 
it comes to the bank’s fi rewalls – see Figure 2.5. 
Since risk is such a big concern under potential 
digital banking adopters’ banks in South Africa 
also need to encourage the government to put 
the necessary legal structures in place to enforce 
regulation with regards to digital banking 
fraud. Th is and internal state-of-the-art internal 
security systems to combat digital banking crime 
will enhance digital banking adoption across all 
market segments. Banks can also ensure that 
customers and potential adopters have access to 
digital banking devices especially in poor rural 
communities where individuals indicated they 
don’t have the necessary infrastructure to access 
the Internet. Banks need to enhance the current 
infrastructure to accommodate more people with 
digital banking access. In their strategies, they 
could look at potential partnerships or alliances 
with third parties to supply the necessary 
infrastructure to a wider audience. Th is will not 
only increase adoption numbers but will also 
enhance convenience in rural areas.

To drive digital adoption, banks need to invest 
resources and capital into developing fi nancial 
literacy and education programs which include 
the benefi ts of digital banking in the curriculums. 
Th e demographic information in this study can 
be used to ensure the program is pitched at the 
right audiences and levels, where adoption is low. 
Programs need to address cost benefi ts, highlight 
convenience as well as create a platform to use 
digital banking systems. Such programs will assist 
banks also to close the digital divide between 
rural and urban customers as well as between 

diverse demographical groups highlighted in 
the study. Th e more customers are educated, 
the more they will understand the benefi ts of 
digital banking, not only from a cost point of 
view but also from a convenience point of view. 
If resources are a problem bank can make use 
of third parties to deliver this service. To ensure 
return on investment banks will have to move the 
large numbers of low contributing customers to a 
digital alternative which is more cost-eff ective for 
both parties. Since this study found, in line with 
previous research (Cloete & Ramburn, 2006) that 
levels of education have a big impact on digital 
adoption the fi nancial service institutions will 
be well advised to address this in their strategies. 
Banks should ensure that, besides having easy to 
understand programs and websites, their staff  
should also be well trained and equipped to 
assist clients in understanding digital banking. 
Understanding the product will alleviate fears 
and give customers across all market segments 
confi dence to adopt digital banking. Th is which 
will ultimately lead to customer onboarding at all 
levels. It is imperative that banks have easy to reach 
professionals to assist people with service failures. 
Banks need to re-allocate resources to be available 
to assist potential digital banking adoption clients 
in the branches. Th e banks need to ensure they 
spend funds on increasing in branch facilities 
for potential adopters to see demonstrations and 
test the system. If individuals increase their self-
effi  cacy and get confi dence, there is a good chance 
that they will adopt digital banking. Another 
important aspect of digital adoption, as indicated 
in this study, is proper communication strategies. 
Banks need to developed innovative ways of 
communicating the benefi ts of digital banking to 
customers in rural areas while at the same time 
alleviate concerns with regards to the perceived 
and actual risks involved. Customers will only 
gain confi dence and make informed decisions if 
they have all the facts and understand the benefi ts 
of digital banking. Cost benefi ts for the customer 
need to be communicated and demonstrated, 
especially to less educated individuals in rural 
areas. Banks thus need to introduce awareness 
programs and create platforms for two-way 
communication; the potential adopters need to 
be able to ask questions. Banks also need to use 
communication platforms created to ensure they 
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keep customers and potential adopters informed 
regarding new development and changes.

Th is will mean that banks need to avail human 
resources who are well equipped to communicate 
with potential adopters. Th e information sharing 
needs to take place at the appropriate levels to 
ensure understanding. Banks need to ensure the 
digital service they provide to their customers 
are of the highest standards so that they can 
get positive social media publicity and positive 
sentiments through word-of-mouth marketing. 
Financial institutions need to implement a 
service measurement system for digital banking 
to ensure that high standards of service are 
maintained, and areas of concern identifi ed and 
rectifi ed. Banks also need to invest in increasing 
digital banking visibility through above the line 
marketing campaigns. Th ese campaigns need to 
focus on addressing concerns and opportunities 
highlighted in this study. Th e marketing campaign 
needs to support the training and communication 
strategies discussed previously in this chapter. 
Th e study also highlighted the high success rate 
of bank pamphlets in creating awareness. Banks 
can use this medium to give product knowledge 
and off er incentives for people to change from 
over-the-counter to digital banking. Th is might 
motivate individuals who are unsure or scared to 
use digital banking to start using it.

Th e fi ndings of this study can assist management 
of fi nancial institutions to make informed 
decisions and build strategies to increase digital 
adoption by overcoming the obstacles.

CONCLUSION 
It is imperative for banks to stay relevant and 
competitive in the fast-changing fi nancial services 
industry. Banks can improve their cost-to-income 
ratios and profi t by convincing more clients to use 
their electronic platforms. If they can get more 
low-value clients to start using electronic banking, 
they will need fewer people in the branches, or 
rather apply expensive human resources in a 
more cost-eff ective way. Reduction in frontline 
staff  will result in a direct cost saving, while the 
re-allocation of staff  into more productive areas 
will be an indirect cost saving. Migrating clients 
to electronic banking platforms, will not only be 
benefi cial to banks but also their clients, in terms 

of lower transaction costs, as well as reduced 
transportation costs especially in rural areas 
where some clients need to travel far distances to 
their bank institutions. By embracing the fi ndings 
and recommendations in this research, banks 
will be able to make decisions towards expanding 
their electronic banking users, which could lead 
to a competitive advantage in the fi nancial sector.
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ABSTRACT 
Smartwatches are the most prominent devices 
in the wearable tech industry. Albeit reports 
indicating that sales will increase signifi cantly 
over the next few years, smartwatch adoption 
is still in its infancy. Literature attributes this 
slow adoption to the monetary cost involved in 
purchasing a smartwatch. In an attempt to address 
the managerial dilemma of low smartwatch use-
intention behaviour among consumers, this study 
investigates whether males and females diff er in 
their interpretation of perceived cost as a positive 
or negative valence infl uencing smartwatch use-
intention behaviour. Data were collected from a 
sample of 328 respondents (164 males and 164 
females) to test the hypotheses. Results indicated 
that the infl uence of perceived cost on attitude 
towards using a smartwatch is moderated by 
gender – positive and statistically signifi cant for 
males, but negative and statistically signifi cant for 
females. Although the infl uence of perceived cost 
on perceived relative advantage and perceived 
aff ective quality were both moderated by gender, 
only the indirect infl uence of perceived cost on 
attitude through aff ective quality perceptions 
was a conditional eff ect of gender – a positive 
statistically signifi cant indirect infl uence for 
males, but not a statistically signifi cant indirect 
infl uence for females. Managerial implications 
conclude the paper.

Keywords: marketing; perceived cost, pricing; 
use-intention

INTRODUCTION 
In the mobile device market, wearable devices 
– smartwatches in particular – are said to be 
the ‘next big thing’ as these devices are fast 
becoming consumers’ most intimate information 
communication technology (ICT), impacting 
their daily lives (Cecchinato, Cox, & Bird, 2015; 

Choi & Kim, 2016). Th is aforementioned impact 
that smartwatches have on consumers’ lives can be 
attributed to the unobtrusive way in which these 
devices enable its wearer to eff ortlessly read emails, 
messages and social media notifi cations, receive 
and make phone calls, and collect personal health 
and wellness data, using a variety of diff erent 
applications. A smartwatch can be defi ned “a 
wrist-worn device with computational power, 
that can connect to other devices via short range 
wireless connectivity; provides alert notifi cations; 
collects personal data through a range of sensors 
and stores them; and has an integrated clock” 
(Checchinato, Cox & Bird, 2015). Even though 
reports indicate that smartwatch usage will 
exponentially proliferate over the next three years 
(Statistica.com, 2017), consumer adoption is still 
in a very nascent state (Gartner, 2016). Th e slow 
adoption of smartwatches is oft en attributed in 
literature to the monetary cost (price) involved 
in purchasing such a device (Jung, Kim, & Choi, 
2016). Consequently, scholarly research, more 
oft en than not, depict perceived cost as a factor that 
negatively infl uences consumers’ use-intention, 
as it is said to reduce their value perception of 
the product. Th is school of thought, however, 
completely neglects the substantial theoretical 
and empirical evidence that exist in literature 
for price or monetary cost oft en interpreted 
by consumers as a signal of quality (Teas & 
Agarwal, 2000), thus having a positive impact on 
purchasing behaviour. Th us, additional research 
is needed to assess whether consumers perceive 
cost only as negative valence and/or a positive 
valence infl uencing smartwatch adoption. Also, 
substantial empirical and theoretical evidence 
exist across research domains for the diff erences 
in schematic processing that can be observed 
between males and females (Venkatesh & Morris, 
2000; Bem & Allen, 1974). It is therefore likely 
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that males and females could frame perceived 
cost diff erently as a positive and/or a negative 
valence when deciding to use a smartwatch. 
Due to the lack of research clarifying the role of 
perceived cost in smartwatch adoption, gender 
diff erences in the infl uence of perceived cost in 
smartwatch adoption has not been reported. 
Such information are vital in the development of 
marketing strategies for smartwatches. To address 
the two identifi ed gaps in scholarly research, the 
following two research questions are investigated 
in this study:

1. Is the perceived cost of smartwatches a positive 
and/or negative valence in smartwatch use-
intention behaviour? 

2. Do males and females diff er in their perception 
of the cost of a smartwatch as a positive and/
or negative valence infl uencing use-intention 
of smartwatches? 

Th e rest of the paper is organised as follows. 
Th e conceptual model is developed next. Th is 
is followed by an overview of the methodology 
used in the study and the results of the data 
analysis. Th e results will then be discussed in line 
with the prominent theories that underpin this 
study aft er which the theoretical and managerial 
contributions will conclude the paper along with 
the main limitation of the study.

MODEL DEVELOPMENT 
Fig. 1 depicts the conceptual model developed 
to address the research questions. As seen in Fig. 
1 the conceptual model is based on the Th eory 
of Reasoned Action (TRA) and the valence 
framework. According to the TRA, intention 
is infl uenced by attitude towards performing 
a specifi c behaviour, and attitude in turn is 
infl uenced by beliefs held regarding the behaviour 
in question (Fishbein, 1979). Th e valence 
framework is a consumer decision-making theory 
frequently utilized in the consumer behaviour 
domain, to explain consumers’ behavioural 
intention by simultaneously taking positive 
aspects (positive valences) and negative aspects 
(negative valences) into account (Peter & Tarpey, 
1975). In this study the valence framework is 
used to establish valences as beliefs infl uencing 
attitude toward using a smartwatch as theorised 
in the TRA.

Fig. 1 shows the two positive valences (perceived 
relative advantage and perceived aff ective 
quality) modelled as determinants of attitude 
and also as mediators of the perceived cost-
attitude relationship. Th ese two positive valences 
were selected based on the study of Kim and 
Shin (2015) that presented empirical evidence 
that perceived relative advantage and perceived 
aff ective quality are determinants of the perceived 
usefulness of a smartwatch. Past research showed 
that perceived relative advantage–the extent 
to which an innovation is perceived to be an 
improvement upon the concept that it replaced–
is the most important predictor of the rate against 
an innovation will be adopted (Rogers, 2002). 
Th e making and receiving of calls, the reading 
of and responding to messages, the receiving of 
email and social media notifi cations can be done 
more conveniently and less obtrusive than using 
a smartphone for the same tasks. Russel (2003) 
defi nes perceived aff ective quality as the extent to 
which an individual perceives an object to have the 
ability to alter his or her core aff ect. Considering 
that both factors are positive valences, they would 
enhance a consumers’ attitude towards using a 
smartwatch.

In order to investigate the dual nature of perceived 
cost on smartwatch use-intention among 
consumers and in turn answer the fi rst research 
question, perceived cost is modelled as an 
‘undefi ned’ valence (not positive or negative) in 
Fig. 1. Consumers oft en view price as an indicator 
of product quality, considering that theoretically, 
the input cost of high quality products is higher than 
that of lower-quality products (Teas & Agarwal, 
2000). Moreover, rivalry within an industry does 
not allow for organisations to charge high prices 
for low-quality products, thus strengthening 
price as a signal of quality (Teas & Argawal, 
2000). Th us, perceived cost as a sign of quality 
could enhance relative advantage and aff ective 
quality perceptions, as well as attitude towards 
smartwatches. In addition to being a possible 
signal of quality, price primarily signals the level 
of monetary sacrifi ce to be made by consumers 
in order to obtain a product or a service. When 
perceiving cost only as the amount of money 
with which a consumer’s disposable income will 
be reduced, higher cost perceptions are likely to 
negatively infl uence the two positive valences and 
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consumers’ attitudes, as well as value perceptions. 
Th e negative infl uence can be explained by 
cognitive dissonance theory (Festinger, 1957). 
To eliminate the cognitive dissonance between 
perceived cost as a negative valence and the two 
positive valences trivialization can be employed 
by consumers and bias-assimilation would be 
used to eliminate dissonance between perceived 
cost as a negative valence and positive attitude 
towards smartwatches based on the positive 
valences (Kwon & Lennon, 2009).

Adopting the point of view that the infl uences of 
perceived cost on the factors in Fig. 1 are not a 
conditional eff ect based on other factors may be 
short-sighted. According to Venkatesh and Morris 
(2000) substantial theoretical and empirical 
evidence exist that gender has a signifi cant 
infl uence on a wide range of behaviours across 
several contexts. Psychological research has found 
that the behavioural diff erences oft en observed 
between males and females, can be attributed to 
the diff erences in schematic processing that occur 
between males and females (Bem & Allen, 1974). 
For example, Venkatesh and Morris (2000) found 
that males are more motivated by the perceived 
usefulness of a technology than females. Th us, 
males might be more prone to interpret perceived 
cost as a sign of quality compared to females. 
On the other hand, females are more risk averse 
than males (Byrnes, Miller, & Schafer, 1999). 
Consequently, females might place more emphasis 
on perceived cost to minimise the fi nancial 
risk of buying a smartwatch, resulting in lower 

value perceptions. Such potential diff erences in 
technology adoption-behaviour between males 
and females necessitated the inclusion of gender 
as a moderating variable in the conceptual model 
to investigate whether the infl uence of perceived 
cost on attitude, relative advantage and aff ective 
quality is non-invariant for males and females.

To address the two research questions, the 
following hypotheses were developed:

H1. Perceived cost infl uences perceived relative 
advantage of smartwatches

H2. Perceived cost infl uences the perceived 
aff ective quality of smartwatches

H3. Perceived cost infl uences attitude toward 
smartwatches

H4. Gender moderates the infl uence of 
perceived cost on perceived relative advantage of 
smartwatches (a), attitude towards smartwatches 
(b) and perceived aff ective quality of smartwatches 
(c)

METHODOLOGY 
Th e study population were made up of students, 
18 years and older, who did not own a smartwatch 
at the time that the study was conducted. Self-
administered questionnaires were completed 
by a non-probability convenience sample of 
328 respondents. Th e sample consisted of an 
equal number of male and female respondents. 

FIG.1 CONCEPTUAL MODEL
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In an attempt to ensure that the non-user 
respondents had substantial knowledge 
regarding smartwatches, pictures along with 
short descriptive paragraphs were included in the 
questionnaire to acquaint the respondents with 
the features and functionality of smartwatches. 
Prices of popular smartwatches were included in 
the questionnaire together with the images and 
descriptions.

Intention and attitude were measured using 
the scales in Wu, Wu and Chang (2016), while 
perceived aff ective quality and perceived cost 
were measured using the scales utilized in Kim 
and Shin (2015). Th e relative advantage scales in 
smartwatch adoption literature to date are not 
aligned with the IDT. In an attempt to rectify this 
important methodological aspect, a perceived 
relative advantage scale was proposed where the 
statements focused on the advantage of using a 
smartwatch to make and answer phone calls, 
read and respond to messages, stay up to date 
with social media and receive email notifi cations, 
instead of using a smartphone.

RESULTS 
A total of 164 male respondents and 164 female 
respondents completed the self-administered 
questionnaire.

Th e measurement model and the structural 
model were assessed using the partial least 
squares structural equations modelling soft ware 
SmartPLS version 3.2.7. Th e composite reliability 
index for each construct in the measurement 
model was above 0.7. Th e outer loadings were 

all above 0.7 and statistically signifi cant, and 
the average variance extracted (AVE) for each 
construct was higher than 0.5. Discriminant 
validity was determined using the Heterotrait-
Monotrait (HTMT) Ratio. All HTMT ratios were 
below the recommended value of 0.85, providing 
substantial evidence of discriminant validity. Th e 
measurement model therefore met the criteria 
for reliability and construct validity (convergent 
and discriminant validity) based on these results. 
In Fig. 2 the results of the assessment of the 
structural model are reported.

As seen in Fig. 2, attitude towards smartwatches 
has a positive and statistically signifi cant infl uence 
on use-intention, and the two positive valences 
also has a positive and statistically signifi cant 
infl uence attitude. Overall, the three valences 
explain 44.9% of the variance in attitude towards 
smartwatches. H1 and H2 were accepted, but not 
H3. Th e infl uence of perceived cost on perceived 
relative advantage and perceived aff ective quality 
were positive and statistically signifi cant. Cost 
perception as a quality-signal therefore enhances 
the respondents’ perceptions of these two 
positive valences. Perceived cost did not have 
a statistically signifi cant infl uence on attitude 
toward smartwatches.

Next we conducted mediation analysis to confi rm 
statistically that the two positive valences mediate 
the perceived cost-attitude relationship. Th e 
importance of reporting the mediation results is 
that in the event of a moderation eff ect or the index 
of moderated-mediation not being statistically 

FIG.2 RESULTS H1 TO H3
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signifi cant, the mediation eff ect reported in 
Table 1 would be the gender-invariant eff ect for 
the specifi c indirect eff ect. As seen in Table 2, 
both indirect eff ects are positive and statistically 
signifi cant. Also, the direct eff ect of perceived 
cost on attitude is negative and statistically non-
signifi cant (-0.002, p=0.973).

To test the moderation hypotheses, the SPSS 
macro, Process version 2.16.3 was used. As seen in 
Table 1, H4a, H4b and H4c were accepted. Th us, 
it can be concluded that males and females are 
non-invariant in their cognition of perceived cost 
in smartwatch use-intention. Th e results in Table 
2 show specifi cally that males consistently frame 
perceived cost as a sign of quality. For all three 
relationships listed in Table 2 the infl uence of 
perceive cost is positive and statistically signifi cant 
for the male respondents. Th e only statistically 
signifi cant infl uence in Table 2 for females is the 
infl uence of perceived cost on attitude (B=-0.113, 
p=0.027). Th is result shows that females frame 

perceived cost as a negative valence infl uencing 
their attitude towards smartwatches. Th e other 
two non-signifi cant relationships for females in 
Table 2 can be indicative of potential inconsistent 
framing of perceived cost by them – some females 
in the sample framed perceived cost as a positive 
valence, other as a negative valence, resulting in 
an overall positive non-signifi cant infl uence.

Th e signifi cance of the results of H4a and H4b 
in smartwatch adoption behaviour must be 
further considered by establishing whether the 
two moderation eff ects play a role in the indirect 
infl uence of perceived cost on attitude towards 
using a smartwatch. Th erefore we next tested if 
the two statistically signifi cant indirect eff ects are 
conditional eff ects based on gender also using 
the Process macro. Only the index of moderated-
mediation for the conditional indirect eff ect of 
perceived cost on attitude through perceived 
aff ective quality was statistically signifi cant 
(B=-0.189, 95% bias-corrected interval [lower 

TABLE 1: RESULTS OF THE HYPOTHESIS TESTING 

Standardised 
coeffi  cient p-value

95% bias-corrected 
confi dence interval

Lower limit Upper limit
PC – ATT (total eff ect) 0.206 0.007 0.051 0.349
PC – ATT (direct eff ect) -0.002 0.973 -0.110 0.102
PC – PRA (mediator) – ATT 0.054 0.095 0.021 0.095
PC – PAQ (mediator) – ATT 0.154 0.000 0.073 0.239
PC – ATT (total indirect eff ect) 0.208 0.000 0.109 0.308

Note: PC=Perceived cost; ATT=Attitude; PRA=Perceived relative advantage; PAQ=Perceived aff ective 
quality

TABLE 2: RESULTS OF THE MODERATION HYPOTHESES TESTING

H Relationship ΔR2

Simple slopes
Hypothesis

accepted/rejected
Value 
of the 

moderator
Eff ect

H4a Perceived cost → Perceived 
relative advantage 0.011*

Male 0.303***
Accepted

Female 0.091ns

H4b Perceived cost → Attitude 0.017**
Male 0.120*

Accepted
Female -0.113*

H4c Perceived cost → Perceived 
aff ective quality 0.040***

Male 0.446***
Accepted

Female 0.055ns

*ρ<0.05, **ρ<0.010, ***ρ<0.001, ns=not statistically signifi cant
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limit=-0.300, upper limit=-0.081]). Th e indirect 
eff ect of perceived cost on attitude through 
perceived relative advantage was not a conditional 
eff ect based on gender. Further interpretation of 
the statistically signifi cant moderated-mediation 
result showed that the indirect eff ect of perceived 
cost on attitude through perceived aff ective 
quality was positive and statistically signifi cant 
for males (B=0.216, 95% bias-corrected interval 
[lower limit=0.124, upper limit=0.311]), but not 
for females (B=0.026, 95% bias-corrected interval 
[lower limit=-0.031, upper limit=0.084]). Th us, 
perceived cost as a signal of quality is transmitted 
by aff ective quality perceptions on attitude only 
for males.

DISCUSSION 
Th e study aimed fi rstly to investigate whether the 
perceived cost of smartwatches is interpreted as a 
positive and/or a negative valence in consumers’ 
adoption behaviour and secondly to determine 
whether gender moderates the infl uence of 
perceived cost on the two positive valences 
and attitude. Initially the results indicated that 
perceived cost does not have a statistical signifi cant 
infl uence on attitude towards smartwatches, but 
that perceived cost as a signal of quality enhances 
the two positive valences included in the model. 
Th ese results are enriched by the moderation and 
moderated-mediation results showing that the 
infl uence of perceived cost on attitude towards 
smartwatches is indeed a conditional eff ect based 
on gender, and that the indirect eff ect of perceived 
cost on attitude through perceived aff ective quality 
is also a conditional eff ect based on gender. Lastly, 
the indirect infl uence of perceived cost on attitude 
through perceived relative advantage is gender 
invariant. Th ese results allow for the following 
theoretical contributions to be made.

Th e main theoretical contributions emanate 
from the moderation and moderated –mediation 
results. Th ese results show that males and females 
are not identical in their framing of perceived cost 
as a positive or a negative valence – an important 
fi nding that will impact the segmentation, 
targeting and positioning of smartwatches in 
the marketplace. Indeed, based on the results, 
males are more inclined to frame perceived cost 
as a signal of quality (positive valence). On the 
other hand, females frame the perceive cost of 

smartwatches as a negative valence (lowering 
perceived value) reducing their attitude towards 
the product. Th e moderated-mediation results 
show that perceived cost as a positive valence 
does not always indirectly infl uence attitude as a 
conditional eff ect of gender. Our research shows 
that this might only be the case for the infl uence of 
perceived cost on attitude mediated by aff ective-
quality perceptions. Th e empirical evidence of the 
duality of cost perception presented in the paper 
also serve as a reminder to the academe not to 
biased in viewing perceived cost strictly as either 
a positive or a negative valence signalling only 
quality or sacrifi ce.

A methodological contribution from the 
study is the newly proposed perceived relative 
advantage scale. Smartwatch research to date 
ignored to measure perceived relative advantage 
of smartwatches in relation to its technological 
predecessor. Th is scale could be of use for scholars 
in the future to measure perceived relative 
advantage in smartwatch adoption studies.

Th e managerial recommendations based on the 
fi ndings of the study are seated in the valence 
framework, and the moderation and moderated-
mediation eff ects. It is paramount that retailers 
and marketers utilize the two positive valences 
to strengthen consumers’ attitude toward 
smartwatches and ultimately stimulate adoption 
behaviour among consumers. Considering 
that the perceived cost of smartwatches does 
not contribute to how females perceive the 
aff ective quality thereof, an environment can 
be created where females can interact with and 
experience the device, therefore experience for 
themselves the aff ective quality. It is imperative 
that separate marketing communication 
strategies should be employed for males and 
females. Marketing communications targeting 
males should emphasise the utilitarian value of 
smartwatches to enhance cost perceptions as a 
quality signal. To overcome the reported negative 
framing of perceived cost by females, marketing 
communications should clearly communicate the 
benefi ts of smartwatches to females and establish 
perceived cost as a positive valence infl uencing 
aff ective quality perceptions

A limitation of the study is that only positive 
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valences were included in the conceptual model 
as mediators. It is advised that future research 
replicate and extend the conceptual model with 
negative valences to confi rm the robustness of the 
reported results and also to provide insights into 
the infl uence of perceived cost on the negative 
valences based on gender.

CONCLUSION 
Oft en with new technological innovations 
organizations do not immediately experience 
the high adoption rates that would allow them 
to achieve adequate return on investment. Th e 
results of this study provide deeper insight into 
smartwatch use-intention behaviour. Brand 
managers, marketers and retailers alike should 
be mindful of the fi ndings of the study, as these 
could enhance the adoption of smartwatches.
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ABSTRACT 
Th is study aims to explore the determinants of 
brand performance in the emerging economy 
of Botswana. Th e population included all retail 
customers of small and medium enterprises 
(SMEs) that operate within the city of Gaborone 
in Botswana. Stratifi ed sampling and convenience 
sampling techniques were conducted and a self-
administered questionnaire was distributed 
amongst 450 customers at the service points of 
SMEs. Th e hypothesised relationships in this 
study were analysed by means of the structural 
equation modelling approach. Th e fi ndings reveal 
that brand relationship quality had a positive and 
signifi cant impact on brand reputation, whilst 
brand reputation had a direct infl uence on brand 
performance. Additionally, the infl uence of brand 
reputation on brand performance was mediated 
by brand image. Th erefore, it is important for 
SMEs in Botswana’s apparel industry to stimulate 
the level of brand relationship quality, brand 
reputation and brand image to build a sustainable 
brand performance.

Key words: Brand relationship quality, brand 
reputation, brand image, brand performance

INTRODUCTION 
Since 2010, Botswana’s apparel industry has been 
become a breeding ground for the establishment of 
small and medium enterprises (SMEs) (Ministry 
of Trade and Industry [MTI], 2019). Th e reason 
being that the apparel industry attracts more 
than 20,000 customers and generates annual 
revenues of 250 million Pula, thus creating a 
favourable environment for SMEs (Central 
Statistics Offi  ce, 2019). Although the apparel 

industry of Botswana has achieved positive 
growth over the years, it is currently experiencing 
heightened competition among SME brands for 
satisfying and retaining customers (MTI, 2019). 
Th is is attributed to limited product off erings 
and customers’ increasing demands for lower 
prices, thereby emphasising the need to invest in 
relational drivers for stimulating brand reputation 
and, in turn, strengthen brand performance 
(MTI, 2019). Considering this, the cultivation of 
brand relationship quality can enhance the level 
of brand reputation, leading to increased brand 
performance (Engizek & Yasin, 2017; Prior, 2016).

Th e goal of brand relationship quality is to build 
strong emotional connections with customers 
(Nyadzayo, Matanda & Ewing, 2016). Th is in 
turn promotes brand reputation as customers 
hold favourable impressions regarding their 
relationship with the brand (Th o, Trang & Olsen, 
2016). Notably, a higher level of brand reputation 
encourages interactions between a brand and its 
customers, thereby boosting its long-term brand 
performance (Ginesti, Caldarelli & Zampella, 
2018). Conversely, Goldring (2015) professed 
that the linkage between brand reputation and 
brand performance can be reinforced by building 
a genuine brand image. Although previous 
research by Ginesti et al. (2018) and Goldring 
(2015) validated the connection between brand 
relationship quality, brand reputation, brand 
image and brand performance across diff erent 
markets, no current studies could be identifi ed 
that investigated the relationship between the 
selected constructs in the emerging economy of 
Botswana. Furthermore, a focus on Botswana 
provides a unique setting for studying the 
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interactions among the constructs, which can 
have diff erential eff ects on SMEs’ performance 
outcomes. In the light of this literary gap, this 
study aims to explore the determinants of brand 
performance in an emerging African economy, 
such as Botswana.

Th e paper contributes to literature by 
uncovering an empirical model for exploring the 
interrelationship between the selected constructs 
in an emerging African economy. Furthermore, 
this study off ers useful managerial implications 
by suggesting how SMEs can improve the level 
of brand relationship quality to strengthen 
brand reputation, leading to enhanced brand 
performance within Botswana’s apparel industry.

Th is study provides a discussion on the theory 
grounding the study and explains the key 
constructs underlying the study. Th is is followed 
by a discussion on the theoretical model, the 
research problem and the research methodology. 
Finally, the fi ndings are delineated and a discussion 
on the managerial implications, limitations and 
recommendations for future research is off ered.

LITERATURE REVIEW 
2.1 Th eory grounding the study 
Th e study draws on the principles of the 
social exchange theory (SET) with respect 
to the proposed relationships between the 
constructs. Tanskanen (2015) stated that SET is 
a vital instrument for the creation of enduring 
relationships between interested parties. Wang, 
Xiang, Yang and Ma (2019) concurred that SET 
creates a social structure upon which quality 
relationships are built. Th is theory is one of 
the most infl uential factors for understanding 
business to customer relationships, where 
emphasis has been on establishing and 
maintaining long-term partnerships in order to 
produce benefi cial outcomes that outweigh the 
costs of investing in a relationship (Oparaocha, 
2016). From an SME perspective, the application 
of SET suggests that companies should maximise 
the longevity of a relationship by fostering service 
delivery eff orts and fulfi lling promises that lead 
to enhanced brand relationship quality, thereby 
providing the basis for improving brand image 
and strengthening a brand’s performance (Zoller 
& Muldoon, 2019). Th erefore, brand performance 

can be improved by the development of quality 
relationships, thereby promoting increased levels 
of brand reputation in accordance with SET.

2.2 Brand relationship quality 
Brand relationship quality refers to the overall 
assessment of the value and power of a mutually 
benefi cial relationship (Lo, Im, Chen & Qu, 
2017). In this study, brand relationship quality is 
measured as the degree to which a relationship 
fulfi ls customers’ expectations, goals and desires 
Th us, brand relationship quality is essential 
to the relationship-building process of SMEs, 
providing businesses with valuable knowledge 
for understanding customer needs and ensuring 
fl exibility in response to customer demands 
(Mozaheb, Alamolhodaei & Ardakani, 2015). 
Tan and Ndubisi (2014) motivate this argument, 
suggesting that the development of brand 
relationship quality can induce positive feelings 
among consumers as a result of improvements 
in service quality, eff ective communication and 
purchase frequency. Consequently, a higher 
level of the quality of the relationship assists in 
reducing perceived risk and marketing costs due 
to improved customer confi dence in a brand, 
which leads to enhanced competitive advantage 
(Kuhn & Mostert, 2016).

Th o et al. (2016) contend that brand relationship 
quality is a highly complex construct comprising 
of a series of interconnected factors. Moreover, 
the literature argues that there is no central 
agreement on the distinct factors that underlie 
brand relationship quality (Choi, Ok & Hyun, 
2017). In this regard, the empirical work of Lo et 
al. (2017) and Nyadzayo et al. (2016) suggested 
that brand trust, brand commitment and brand 
satisfaction are key elements of brand relationship 
quality, and thus will be adopted for the purpose 
of this study.

An SME brand’s ability to build a sustainable 
reputation rests upon the creation of brand 
relationship quality to achieve long-term survival 
(Engizek & Yasin, 2017). Meesala and Paul 
(2016) established that brand relationship quality 
signifi cantly infl uences the brand reputation 
formed in consumers’ minds. Th e empirical 
study of Prior (2016) endorses this argument, 
stating that the cultivation of brand relationship 
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quality motivates customers to engage in brand 
supportive behaviours, which help stimulate 
brand reputation. Th is implies that SMEs should 
pay a greater attention to brand relationship 
quality, as it encourages customers to develop 
favourable perceptions towards their brand 
(Hanninen & Karjaluoto, 2017). Th erefore, this 
paper builds on the foregoing empirical evidence 
and hypothesises that:

H1: Th ere is a signifi cant positive relationship 
between brand relationship quality and brand 
reputation

2.3 Brand reputation 
Brand reputation is defi ned as a business’ overall 
perception of in meeting the expectations of 
customers and other stakeholders (Fernandez-
Gamez, Gil-Corral & Galan-Valdivieso, 2016). 
Furthermore, brand reputation is measured 
in this study as the cumulative judgement of 
whether a brand meets customers’ requirements. 
From an SME perspective, brand reputation 
assists customers to make an informed decision in 
selecting a preferred brand on the basis of its value, 
benefi ts and features (Chen, Nguyen & Melewar, 
2016). Th is argument is reinforced by Ryan and 
Casidy (2018), who suggest that a good brand 
reputation leads to higher levels of awareness, 
positive image associations and lower risk 
perceptions. Th erefore, an improved reputation 
sustains the growth of SMEs by supplying a richer 
understanding of how brands can improve their 
product development, profi tability and strategy 
goals (Awang, 2011).

An enduring brand reputation enhances brand 
performance through maintaining a competitive 
position and a loyal customer base (Chen et al., 
2016). Th e empirical fi ndings of Castilla-Polo, 
Gallardo-Vazquez, Sanchez-Hernandez and 
Ruiz-Rodriguez (2018) also established that a 
higher level of brand reputation improves brand 
performance of small agri-food businesses in 
Spain. Graca and Arnaldo (2016) supported 
this, stating that brand reputation signifi cantly 
impacts the brand performance of co-operative 
SMEs in Portugal. Th is observation indicates that 
SMEs can strengthen their brand performance by 
investing in the use of brand reputation as lever 
for increasing competitive position and securing 

competitive advantage (Ryan & Casidy, 2018). 
Th erefore, this study builds on the foregoing 
empirical argument and hypothesises that:

H2: Th ere is a signifi cant positive relationship 
between brand reputation and brand performance

Brand image 
Brand image represents a consumer’s overall 
perception of a brand (Lahap, Ramli, Said, 
Radzi & Zain, 2016). Moreover, brand image is 
measured in this study as the refl ection of a brand 
that is formed in the minds of customers. In the 
SME environment, brand image is critical in 
ensuring the survival of businesses, as it creates 
awareness among customers and diff erentiates 
their products/services from those of competitors 
(Ismail & Spinelli, 2012). Plungpongpan, 
Tiangsoongnern and Speece (2016) support this 
observation, opining that SMEs attain a genuine 
brand image by engaging with customers, creating 
good relationships and providing enduring 
experiences of the brand. So, King, Sparks and 
Wang (2013) concluded that it is critical for SMEs 
to sustain a favourable brand image to improve 
their business esteem and long-term profi tability.

Th e linkage between brand reputation and brand 
performance is strengthened by the inclusion of 
brand image as a mediator (Li & Liu, 2018). Th e 
empirical research of Goldring (2015) found that 
brand image fully mediates the infl uence of brand 
reputation on brand performance within a profi t-
oriented industry in the United States of America. 
Th is fi nding is supported by the empirical work 
of Heinberg, Ozkaya and Taube (2018), who 
established that brand image is signifi cantly 
associated with brand reputation, which 
strengthens the extent of this infl uence on brand 
performance amongst product brands in India 
and China. Th is implies that brand image is a vital 
factor for enhancing the relationship between 
brand reputation and brand performance in an 
SME environment (Li & Liu, 2018). Th erefore, 
this study builds on this notion and hypothesises 
that:

H3: Brand image fully mediates the eff ect of brand 
reputation on brand performance
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Brand performance 
According to Buyukozkan, Kayakutlu and 
Karakadilar (2015), brand performance relates 
to a performance criterion for evaluating the 
success and continuous behaviour of a business 
in the marketplace. In the view of this study, 
brand performance is measured in this study as 
the strength of a brand in the eyes of consumers. 
From an SME perspective, brand performance is 
an important brand-building tool for achieving a 
competitive advantage through generating stable 
profi ts and reducing price sensitivity among 
customers (Zhang & He, 2014). Th is notion is 
reinforced by McDowell, Harris and Geho (2016), 
who contend that brand performance assists 
SMEs to understand their own capabilities and 
the marketplace’s expectations through analysing 
the level of competitive pressure to identify the 
most appropriate solution to achieve survival. 
Th erefore, the application of brand performance 
can enable SMEs to review their strategic 
orientation and analyse market conditions to 
improve their sales growth and increase their 

customer base (McDowell, Harris & Geho, 2016).

Th e extant literature has suggested that there is no 
standard unit of measure for approaching brand 
performance, due to a presence of market factors 
and changing customer needs (Irshad & Irshad, 
2012). Th is is due to the presence of market 
factors, competitive pressures and changing 
customer needs, hence making it diffi  cult to have 
a standard unit of measure for brand performance 
(Coleman, De Chernatony & Christodoulides, 
2015). Considering this observation, the 
empirical studies of Keller (2016) and Pike and 
Bianchi (2016), argued that brand performance is 
collectively made up of three dimensions–brand 
associations, brand awareness and brand loyalty 
– which will be adopted for the purpose of this 
study.

Figure 1 depicts the proposed theoretical model 
for this study, illustrating the four constructs of 
the study, as well as the hypothesised relationships 
between these constructs.

FIGURE 1: PROPOSED THEORETICAL MODEL 

Note: indirect relationship (mediation) and direct relationship.
Source: Researchers’ own construct
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PROBLEM INVESTIGATED 
Existing literature has primarily contextualised 
the theoretical connection between brand 
relationship quality, brand reputation and brand 
performance in various market contexts, but no 
emphasis has been placed on understanding the 
interrelationship between these selected factors 
from an SME perspective (Ginesti et al., 2018; 
Goldring, 2015). In addition, the researchers 
could not identify any specifi c studies within the 
apparel arena that examined the empirical linkage 
between these selected factors from an emerging 
economy such as Botswana, or internationally. 
However, this literary gap provides an opportunity 
for the current study to provide a knowledge 
and understanding of the process by which 
apparel businesses such as SMEs in Botswana 
can stimulate the level of brand relationship 
quality in an eff ort to improve brand reputation, 
thereby leading to enhanced brand performance. 
Based on the preceding discussion, the problem 
statement is:

“Th e connection between brand relationship 
quality, brand reputation, brand image and 
brand reputation amongst SMEs found in 
the apparel industry of Botswana tends to be 
unexplored and remains unclear.”

RESEARCH METHOD 
A quantitative descriptive survey design was used 
to collect data for this study. Th e population of 
this study included all retail customers of apparel 
businesses in Botswana. In this regard, the sample 
was made up of three major SME brands – that 
is Cally Clothing, Premier Clothing and Javeria 
Garments–that hold 50 percent combined market 
share of the apparel industry and operate within 
the cosmopolitan city of Gaborone, in Botswana 
(MTI, 2019). Th ese customers are regarded as the 
main revenue generators of SMEs in the apparel 
industry. Accordingly, Gaborone was suited 
for this study because it contributes 80 percent 
towards the productivity and sustainability of 
businesses like SMEs (MTI, 2019).

A sample of 450 customers who fulfi l the sample 
requirements was drawn from three selected 
SME brands using stratifi ed and convenience 
sampling methods. Th ese methods contributed to 
sampling adequacy due to lower costs and faster 

collection times. Primary data for the study was 
collected using self-administered questionnaires. 
Trained fi eldworkers were used to hand out the 
questionnaires at the service points of SMEs. Th e 
questionnaire comprised two sections. Th e fi rst 
section uncovered the demographic information 
of respondents, while the second outlined the 
scales of the constructs observed in this study. 
Furthermore, a fi ve-point Likert scale was used 
to evaluate a series of statements measuring 
the diff erent constructs in this study, ranging 
from 1 (strongly disagree) to 5 (strongly agree). 
Brand relationship quality used a nine-item 
scale adapted from Alsaad, Mohamad and Ismail 
(2017), Dagger, David and Ng (2011) and Mackay, 
Petzer and Mostert (2014); while brand reputation 
used a four-item scale adapted from Almeida and 
Coelho (2017). Th e four-item empirical scale of 
Kremer and Viot (2012) was utilised to measure 
brand image. A ten-item scale measuring brand 
performance was adapted from the research by 
Choi et al. (2017) and Sasmita and Suki (2015).

A total of 450 questionnaires were dispersed at SME 
service points, of which only 260 were returned, 
yielding a valid response rate of 58 percent. 
Th erefore, this sample was deemed suitable for 
conducting further analysis as suggested by Hair, 
Black, Babin and Anderson (2016). Following 
data capturing, cleaning and editing, the AMOS 
(version 24) statistical soft ware was employed to 
analyse the data. Th e researchers fi rstly studied the 
reliability of the diff erent constructs in this study, 
followed by the structural equation modelling 
(SEM) procedure for evaluating the fi tness of the 
model and construct reliability, and validating the 
hypotheses observed in this study.

RESULTS AND FINDINGS 
5.1 Respondent profi le 
Table 1 presents a description of the respondents. 
Th e majority of the respondents who took part 
in this study were female (51.5%) within the age 
group of 18 to 30 years old (49.20%), in possession 
of a university degree qualifi cation (52.69%), 
predominantly single (73.50%), working full time 
(65.38%), and maintaining an average standard 
of living (61.92%). Th erefore, the inclusion of 
the respondent profi le in this section is primarily 
for segmentation purposes in order to provide 
insights on the characteristics of the target 
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TABLE 1: SAMPLE DEMOGRAPHIC CHARACTERISTICS

Demographic characteristics Frequency Percentage (%)
Gender
Male 126 48.5
Female 134 51.5
Total 260 100
Age
18–30 128 49.20
31–40 87 33.50
41–50 36 13.80
51–60 7 2.70
61–70 2 0.80
Total 260 100
Marital status
Single, never married before 191 73.50
Married or living with partner 59 22.70
Divorced , separated / 
widowed 10  3.80

Total 260 100
Level of education
Some high school 11 4.23
High school completed 24 9.23
Post-Form 5 (matric) 
certifi cate or diploma 
completed

62 23.85

University degree 137 52.69
Post-graduate degree 26 10.00
Total 260 100
Employment status
Self-employed (earning 
salary) 53 20.39

Full-time employed by an 
organisation 170 65.38

Part-time employed by an 
organisation 19 7.31

Full-time student (not earning 
salary) 4 1.54

Part-time student (earning 
salary) 5 1.92

Retired 4 1.54
Unemployed (not earning 
salary) 5 1.92

Total 260 100
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Economic status
Poor 13 5.00
Below average 36 13.85
Average 161 61.92
Above average 39 15.00
Affl  uent 11 4.23
Total 260 100

TABLE 1: SAMPLE DEMOGRAPHIC CHARACTERISTICS (CONTINUED)

audience of SMEs in the apparel industry of 
Botswana.

5.2 Analysis of the reliability and validity of the 
measurement model 
Th e measurement model’s level of reliability and 
validity were evaluated using Cronbach’s alpha, 
factor loadings, composite reliability, average 
variance extracted (AVE) and shared variance. 
As indicated in Table 2, Hair et al. (2016) provide 
support for the results pertaining to Cronbach’s 
alpha, composite reliability, factor loadings and 
AVE, which fulfi lled the required limits (0.70 and 
0.50), hence achieving reliability and convergent 
validity. Pilot testing was conducted using a 
representative sample of 15 respondents, and 
parsimonious scales were sourced from previous 
studies to measure the diff erent constructs 
ensuring face validity of the measurement 
instrument. Interestingly, discriminant validity 
was confi rmed, as all AVE values for each 
construct were higher than the corresponding 
shared variances. Tables 3 and 4 provide support 
for nomological validity, as all the hypotheses 
for the study were accepted. Furthermore, 
the measurement model further met the 
requirements for construct validity and provided 
model good fi t statistics (refer to Table 2), as 
evidenced by the fi t indices–Chi-Square/Degrees 
of Freedom: x2/df=2.050, Tucker–Lewis Index: 
TLI=0.931, Comparative Fit Index: CFI=0.942, 
and Root Mean Square Error of Approximation: 
RMSEA=0.061.

5.3 Path modelling and hypothesis testing of the 
structural model 
Aft er the measurement model was proven to be 
reliable and valid, a structural model was then 
built to confi rm the research hypotheses (H1-
H3). Th e SEM procedure was applied to test the 

hypothesised relationships observed in Figure 1. 
In this regard, a maximum likelihood estimation 
via SEM was followed and further analysed the 
values of the standardised beta coeffi  cients (β) 
and p values (p) observed between the diff erent 
paths in the model. Table 3 summarises the results 
from this procedure.

Table 3 indicates that there is an array of statistically 
signifi cant relationships between brand 
relationship quality, brand reputation and brand 
performance. Th e results provide evidence for H1 
(brand relationship quality and brand reputation: 
β=0.422, p=0.000) and H2 (brand reputation and 
brand performance: β=0.658, p=0.020). Th erefore, 
the two hypotheses are supported. Interestingly, 
the structural model highlights that brand 
relationship quality explained up to 68 percent 
of the brand reputation of selected SMEs in 
Botswana. Moreover, brand reputation explained 
up to 75 percent of the brand performance of the 
selected SMEs in Botswana.

Finally, as depicted in Table 3, it can be concluded 
that the model fi tness (x2/df=1.924, TLI=0.945, 
CFI=0.949, and RMSEA=0.056) was satisfactory.

5.4 Mediation analysis 
A mediation analysis via SEM was conducted 
using AMOS to determine the mediating role 
of brand image on the linkage between brand 
reputation and brand performance, thereby 
validating H3. Th e results of the mediation are 
presented in Table 4.

Table 4 indicates a positive and signifi cant total 
eff ect of brand reputation on brand performance 
(β= 0.248, p=0.030). When brand image is 
added as a mediator, brand reputation increases 
its impact on brand performance (β=0.906, 
p=0.030) and its eff ect becomes signifi cant. Th is 
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suggests a total mediation of brand image on the 
association between brand reputation and brand 
performance (Boot lower confi dence limit=0.935, 
Boot upper confi dence limit=1.129, p=0.030). 
Furthermore, this evidence corresponds with H3, 

implying that brand image should be used as the 
mediating element for maximising the eff ect of 
brand reputation on brand performance.

TABLE 2: OVERALL STATISTICS OF THE MEASUREMENT MODEL

Construct and items Factor 
loadings

Composite 
reliability AVE Shared 

variance
Cronbach’s 
alpha (α)

Brand relationship quality
B1.1 0.851

0.864 0.647 0.421 0.865

B1.2 0.789
B1.3 0.883
B1.4 0.879
B1.5 0.759
B1.6 0.801
B1.7 0.904
B1.8 0.765
B1.9 0.756
Brand reputation
C1.1 0.852

0.880 0.660 0.421 0.881
C1.2 0.864
C1.3 0.777
C1.4 0.798
Brand image
D1.1 0.762

0.848 0.639 0.421 0.849
D1.2 0.881
D1.3 0.744
D1.4 0.802
Brand performance
E1.1 0.814

0.839 0.560 0.364 0.840

E1.2 0.862
E1.3 0.721
E1.4 0.733
E1.5 0.915
E1.6 0.902
E1.7 0.888
E1.8 0.764
E1.9 0.681
E1.10 0.795
Model fi t statistics
x2/df 2.050
TLI 0.931
CFI 0.942
RMSEA 0.061
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5.5 Discussion 
Th e fi ndings show that customers favourably 
perceived brand relationship quality to 
signifi cantly impact the brand reputation of 
selected SME brands within Botswana’s apparel 
industry. Considering this, brand relationship 
quality (β=0.112, p=0.422) exerted a positive and 
signifi cant infl uence on brand reputation, and 
thus H1 was accepted. Th is fi nding corresponds 
with the results of Engizek and Yasin (2017) and 
Hanninen and Karjaluoto (2017), which indicate 
that brand relationship quality is critical to the 
cultivation of a favourable reputation within the 
apparel arena. Th is signifi es that improved levels 
of brand relationship quality can stimulate a 
positive brand reputation.

Interestingly, evidence was reported for the 
positive infl uence of brand reputation on 
brand performance in the SME environment 
of Botswana. Th is notion highlights that brand 
reputation (β=0.658, p=0.020) had a direct 
eff ect on the level of brand performance and is 
thus consistent with H2. Th is result is congruent 
with the empirical fi nding of Castilla-Polo et al. 
(2018), who contended that brand reputation is 
the strongest predictor of brand performance. 
Th erefore, to build and maintain a sustainable 
brand performance, brand reputation needs to be 
included.

Moreover, the study found that brand image 
signifi cantly moderates the eff ect of brand 
reputation on brand performance on Botswana’s 
SMEs. Th e results from Table 4 support H3, 
implying that brand image (β=0.906, p=0.030) 

improved the overall eff ect of brand reputation 
on brand performance. Th is fi nding is congruent 
to the current research of Heinberg et al. (2018), 
who established that brand image fully mediates 
the impact of brand reputation on the level of 
brand performance. Th is suggests that brand 
image is an essential to maximising the infl uence 
of brand reputation on brand performance in an 
SME environment.

On the basis of the preceding discussion, Table 
5 provides evidence on the main fi ndings with 
respect to the hypotheses formulated for the study. 
As a result, all three hypotheses can be supported.

THEORETICAL AND PRACTICAL 
CONTRIBUTIONS OF THE STUDY 
Th e study makes both a theoretical and a practical 
contribution. From a theoretical stand point, 
the results confi rm that the measurement scales 
used to measure brand relationship quality, its 
antecedents and outcomes are reliable and valid. 
Th e theoretical model as proposed has been 
verifi ed, confi rming the empirical connection 
between brand relationship quality, brand 
reputation, brand image and brand performance 
within a developing market.

From a managerial perspective, the study 
contributes in potentially assisting SME brands 
to understand how brand relationship quality 
can foster brand reputation, which in turn 
leads to improved levels of brand performance. 
Moreover, the eff ect of brand reputation on 
brand performance can further be maximised by 
the inclusion of brand image as a mediator. Th e 

TABLE 3: HYPOTHESIS TESTING AND GOODNESS-OF-FIT RESULTS

Hypotheses Direct path 
estimates (β)

Probability 
value (p)

Hypothesis 
result 

(p<0.05)

Variance 
explained 

(R2)
H1 Brand relationship quality 
 Brand reputation 0.422 0.000 Supported 0.680

H2
 Brand reputation Brand 

performance 0.658 0.020 Supported 0.750

Model fi t statistics
x2/df 1.924
TLI 0.945
CFI 0.949
RMSEA 0.056
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likelihood of the outcome of these hypothesised 
relationships depends on whether the customer 
perceives both brand relationship quality and 
brand reputation as positive. However, as noted by 
Lo et al. (2017), it remains important for businesses 
to fi nd their foothold in a dynamic marketplace 
by responding to the changing demands of 
customers through consistently staying ahead of 
market trends. It therefore becomes imperative 
for SME in the apparel industry of Botswana to 
instil customer confi dence in their brands by 
off ering customised deals, a wide selection of 
product choices and competitive prices in order 
to maintain the longevity of their relationships. 
As a result, customers will experience a sense of 
attachment to an SME, leading them to experience 
higher levels of brand relationship quality, brand 
image and brand reputation, which ultimately 
promotes a favourable brand performance in the 
future.

From a theoretical perspective, the study makes 
three contributions. First, it confi rms that 
the cultivation of brand relationship quality 
signifi cantly impacts the brand reputation held 
by SMEs in the apparel industry of Botswana. 

Th erefore, it can be argued that the diff erent 
constructs claimed in theory to foster brand 
reputation indeed have a positive eff ect on brand 
reputation of SMEs in a developing economy, as 
hypothesised in this study.

Second, the study establishes how brand 
reputation can stimulate brand performance 
among selected SMEs in the apparel industry of 
Botswana. It should be noted that the empirical 
linkage between brand reputation and brand 
performance is a new research focus area, where 
limited studies have focused on how brand 
reputation leads to fi nancial performance. Th is 
fi nding is imperative to this study as it signifi es 
what constitutes brand reputation and the extent 
of its infl uence on brand performance. Th erefore, 
future researchers can exploit the association 
between brand reputation and brand performance 
on various domains in order to develop useful 
measures for improved understanding of the 
relationship between these two variables, as 
proposed in the theoretical model of this study.

Finally, the study provides insights on the 
mediating eff ect of brand image on the 

TABLE 4: MEDIATION RESULTS 

Total, direct and 
indirect eff ects

Path 
estimates 

(β)

Probability 
value (p)

Boot 
standard 

error (SE)

Boot lower 
confi dence 

level

Boot upper 
confi dence 

level
Direct eff ect of brand reputation on brand performance

Brand reputation → 
Brand performance 0.658 0.020 0.042 0.571

0.890

Total eff ect of brand reputation on brand performance

Brand associations → 
Brand reputation 0.248 0.041 0.063 0.588

0.952

Total mediation (indirect eff ect of brand image)
Brand reputation → 
Brand image → Brand 
performance

0.906 0.030 0.031 0.935
1.129

Hypothesis conclusion
Indirect 

path 
estimates 

(β)

Probability 
value (p)

Hypothesis 
result 

(p<0.05)

Variance 
explained 

(R2)

H3 Brand reputation → Brand image 
→ Brand performance 0.906 0.030 Supported 0.701
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relationship between brand reputation and 
brand performance within a developing country 
perspective (i.e. Botswana) and a competitive 
apparel industry. Th e study presents an updated 
theoretical model that validates how the use of 
brand image as a mediator can maximise the 
impact of brand reputation on the level of brand 
performance. Th erefore, the positive infl uence of 
brand image on brand reputation, can directly 
lead to enhanced brand performance, thereby 
creating a competitive weapon for ensuring the 
survival and profi tability of businesses (Li & Liu, 
2018).

PRACTICAL MANAGERIAL 
IMPLICATIONS AND 
RECOMMENDATIONS 
Firstly, the management of SMEs need to 
stimulate brand relationship quality by 
developing a relationship building programme 
that can improve their brand relationship quality 
eff orts. Th is relationship programme will include 
activities such as providing product information, 
off ering professional advice and service delivery. 
Th is programme can be achieved by conducting 
weekly meetings with employees to ensure that 
correct procedures are followed for maintaining 
the relationship programme. Th is will motivate 
employees to strengthen their ties with customers, 
thereby improving the quality of the relationship 
and promoting a favourable reputation of the 
business.

Secondly, SME owners need to develop a service 
blueprint that addresses the service needs of 
customers to improve the reputation of the 
business. Th is can be done by creating a set of 
activities that improve the service experience 
of customers before and aft er their service 
interaction. Th ese activities include creating an 
online help chat bot on the website to address 
customer queries, welcoming customers into the 

store with a smile, and encouraging customers 
to come back again. In this way, customers will 
feel more valued and will develop a favourable 
perception regarding the reputation of the 
business, which in turn leads to increased brand 
performance, as customers will buy frequently 
and spread positive recommendations.

Lastly, SMEs need to enhance brand image 
by establishing eff ective collaborations with 
customers to increase their emotional ties with 
the business. Th is can be achieved by including 
customers in the improvement of the business’s 
product and service delivery through interactive 
focus group discussions and panel discussions 
to stimulate process development. As a result, 
customers will experience a sense of belonging to 
the brand as they perceive that the SME is treating 
them in a caring manner and is concerned 
about their product and service needs. Th is will 
enable the business to develop support services 
that cater to the customers’ product and service 
requirements, leading to increased reputation 
towards the brand and consequently a higher 
level of brand performance, as customers will feel 
strongly connected to the business.

CONCLUSION, LIMITATIONS AND 
FUTURE RESEARCH OPPORTUNITIES 
Th e aim of this study was to explore the 
determinants of brand performance from an 
emerging African economy such as Botswana. 
Th e fi ndings supported all three of the study’s 
hypotheses, suggesting that brand relationship 
quality is a signifi cant predictor of brand 
reputation. In addition, the study established that 
brand reputation directly infl uences the level of 
brand performance and that this relationship 
is maximised by the mediating eff ect of brand 
image. Subsequently, the impact of this paper was 
to provide recommendations and strategies to 
SME brands on how to foster brand relationship 

TABLE 5: SUMMARY OF THE FINDINGS FROM THE HYPOTHESES

Hypothesis Variable Variable β Sig. Finding

H1 
Brand relationship 

quality Brand reputation 0.422 0.000 Supported

H2 Brand reputation Brand performance 0.658 0.020 Supported

H3 Brand image Brand reputation and 
Brand performance 0.906 0.030 Supported
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quality in order to develop a favourable brand 
reputation. Consequently, increased levels 
of brand reputation can be enhanced by the 
cultivation of brand image, which in turn 
stimulates the longevity of brand performance. 
Th e implementation of these proposals can instil 
positive behaviours in SME brands through 
assisting them to off er quality off erings, better 
service delivery and building stronger ties with 
customers by concentrating on strategies to build 
brand relationship quality, brand reputation and 
brand image, thereby leading to sustained brand 
performance in the future.

While the results provide useful managerial 
implications, the study is limited since only 
three predominant SME brands in Botswana 
were selected, all of them operating within 
the cosmopolitan city of Gaborone. However, 
the results from these SMEs may not be a true 
representation of the entire apparel industry and 
cannot be generalised to the other geographic 
populations in Botswana. Furthermore, only 
customers of the selected SME brands were 
included in this study and thus fi ndings might have 
been diff erent if the study had been conducted 
among other populations, such as employees 
in Botswana’s apparel industry. It is therefore 
recommended that a future study can be extended 
to include other customers in geographical areas 
across Botswana to obtain greater insights on the 
linkage between the constructs identifi ed in this 
study. Moreover, a comparative study can also be 
conducted amongst developing economies, such 
as Botswana and South Africa, to determine if 
similar results and conclusions can be established 
since the study was based on one country. Finally, 
the proposed conceptual model in this study 
could be implemented in other similar product 
industries such as textile and leather goods, 
where SMEs are mostly found in order to confi rm 
its relevance and applicability.
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ABSTRACT 
Th is study examined retail banking customers’ 
intention to continue using their banks’ Facebook 
fan pages. Th e research was theoretically 
grounded in the expectation confi rmation model. 
Data was obtained from 360 customers following 
the Facebook fan pages of South African retail 
banks. A structural equation technique using 
the partial least squares was used to ascertain the 
validity of the measurement model and to test the 
hypotheses. Th e fi ndings suggest that customers’ 
intention to continue using their banks’ Facebook 
fan page predicted is by the perceived usefulness 
of the page and customers’ satisfaction with it. 
Similarly, the perceived usefulness of the page 
as well as confi rmation of expectations are 
signifi cantly related to customers’ satisfaction 
with a fan page. Customers’ perceptions of the 
usefulness of their brand’s Facebook fan page 
is signifi cantly predicted by the extent to which 
their expectations are confi rmed. Lastly, the study 
outlines the implications of these fi ndings for 
banks interested in promoting continued use of 
the Facebook fan pages.

Keywords: Facebook fan page, retail banking 
customers, expectation confi rmation model, 
continuance intention.

INTRODUCTION 
Social media networks have experienced 
explosive growth in recent years. In 2016, there 

were 2.28 billion people around the world using 
social media. By 2018, this fi gure had risen to 2.62 
billion (Statista, 2018). Amongst the social media 
platforms, Facebook is the most widely used. 
Recent statistics report that globally, Facebook 
acquires 2.38 billion active users each month 
(Statista, 2019). Compared to its closest rivals 
− YouTube and WhatsApp with 1.9 billion and 
1.6 billion users each − Facebook is indeed the 
leading social media platform.

Initially designed for social and entertainment 
purposes, Facebook has evolved to include other 
services that business organisations are tapping 
into to interact with their customers and foster 
positive brand relationships. Brand Facebook fan 
pages are one of the emerging uses of Facebook by 
businesses. Kang, Tang and Fiore (2014) describe 
a brand Facebook fan page as an information 
hub that is co-created by both the organisation 
and its customers. In these pages, information 
is exchanged between the organisation and 
its customers about the brand’s products and 
services. Given its benefi ts, brands are investing 
time and eff ort to maintain these fan pages in 
order to retain their users. Understanding the 
factors that infl uence customers’ intentions to 
continue using Facebook fan pages will be of 
practical relevance, especially to organisations 
seeking to develop strategies to retain customers 
on their Facebook fan pages.
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PROBLEM STATEMENT 
Research into social media fan pages is increasing 
(Chang & Fan, 2017; Chen, Papazafeiropoulou, 
Chen, Duan & Liu, 2014; Kang et al., 2014; Kang, 
2018). A review of the literature shows that most 
studies examined the impact of social media 
fan pages on customer engagement (Kang et al., 
2014), brand experience (Chen et al., 2014) and 
customer-brand relationship quality (Chang & 
Fan, 2017) in diff erent industries.

In addition to these research issues, organisations 
which develop Facebook fan pages are interested 
in retaining their users to maintain ongoing 
customer-brand engagement. It is therefore 
imperative to understand the drivers of customer 
retention on organisations’ social media fan 
pages (Lin & Lu, 2011). In spite of this, studies 
examining customers’ Facebook fan page retention 
intentions are sparse (Lin & Lu, 2011), especially 
in developing countries such as South Africa. 
Banks are one of the leading institutions making 
use of Facebook fan pages. However, available 
studies have not examined customer continuance 
intention of these fan pages. Th erefore, gaps 
remain on this topic in the banking sector. Th e 
current study bridges this gap by addressing the 
following research question:

• What are the drivers of the South African 
retail bank customers’ Facebook fan pages 
continuance intention? 

RESEARCH AIM AND OBJECTIVES 
Research aim 
Th e aim of the study is to investigate the drivers of 
South African retail banking customers’ Facebook 
fan page continuance intention.

Research objectives 
To achieve the research aim, the following 
objectives are set:

• To determine the drivers of customer 
satisfaction with banks’ Facebook fan pages. 

• To analyse the impact of customer satisfaction 
with banks’ Facebook fan pages on customers’ 
continuance intention. 

Th e fi ndings of this study will be useful to banks 
in their eff orts to attract and maintain their 
Facebook fan page users.

THEORETICAL BACKGROUND AND 
HYPOTHESES 
Th e theoretical background of this study is 
rooted in the Expectation Confi rmation Model 
(Bhattacherjee, 2001). According to this model, 
users’ satisfaction with a system as well as its 
perceived usefulness infl uence their continuance 
intention. Th e model also posits that perceived 
usefulness and confi rmation of expectations 
infl uence customers’ satisfaction with a system’s 
use. Based on this theory, we proposed a 
conceptual model (Figure 1) which posits that 
retail banking customers’ satisfaction with their 
banks’ Facebook fan page and their perception 
of its usefulness will infl uence their intention to 
continue using the system. Th e conceptual model 
further posits that the perceived usefulness of a 
bank’s Facebook fan page and its confi rmation 
of expectations infl uence customers’ satisfaction 
with the fan pages. Lastly, the model posits that 
when customer expectations of banks’ Facebook 
fan pages are confi rmed, this infl uences the 
perceived usefulness of such fan pages.

Th e relationships between these constructs are 
discussed in the hypotheses presented below.

Satisfaction and continuance intention 
Satisfaction has been defi ned as the customer’s 
feeling of fulfi lment upon comparing a 
product’s perceived performance against their 
pre-consumption expectations (Oliver, 1981). 
Numerous studies have consistently shown that 
satisfi ed customers continue using the product 
or service whereas dissatisfi ed users cease to do 
so (Amin, 2016; Jiang & Zhang, 2016; Kaura, 
Durga, Prasad & Sharma, 2015). In the context of 
information system (IS) continuance intention, 
the expectation confi rmation model (ECM) 
(Bhattacherjee (2001) established a signifi cant 
positive relationship between satisfaction and 
continuance intention. Follow-up studies (Chen, 
Liu & Lin, 2013; Hsu, Yu & Wu, 2014; Kim, 
2011; Lee, 2010) observed a signifi cant positive 
relationship between satisfaction and continuance 
intention. A study by Kim (2011) among South 
Korean social network services users found 
satisfaction to be signifi cant and positively related 
to continuance intention. Hence the following 
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hypothesis is proposed:

H1: Th ere will be a signifi cant positive relationship 
between satisfaction and continuance intention

Perceived usefulness and continuance intention 
Perceived usefulness refers to “the extent to which a 
person believes that using a particular technology 
will enhance her/his job performance” (Davies, 
1989). Numerous studies have consistently 
shown that when a system off ers higher 
perceived usefulness, its users − encouraged 
by the presence of a positive use-performance 
relationship − are likely to use it again (Gefen & 
Straub, 1997; Limayem, Hirt & Cheung, 2007; 
Lin, Lu, Hsiao & Hsu, 2014; Saadé & Bahli, 
2005). Consequently, Alraimi, Zo and Ciganek 
(2015) established that the intention to continue 
using a system is signifi cantly infl uenced by its 
perceived usefulness. A study by Wu and Chen 
(2016) among Chinese users of Massive Open 
Online Courses (an online learning technology) 
found perceived usefulness to be signifi cant 
and positively related to continuance intention. 
Th erefore, the following hypothesis is proposed:

H2: Th ere will be a signifi cant positive relationship 
between perceived usefulness and continuance 
intention.

Perceived usefulness and satisfaction 
Perceived usefulness is considered one of the 

most infl uential factors in user satisfaction with 
information systems (Mahmood, Burn, Gemoets 
& Jacquez, 2000). According to Kaewkitipong, 
Chen and Ractham (2016), users are likely to be 
satisfi ed with a system that is seen to be useful. 
Accordingly, various studies have established 
a signifi cant positive relationship between 
perceived usefulness and satisfaction (Chen, Chen 
& Chen, 2009; Gong, Lee, Liu & Zheng, 2018; 
Shin, Lee, Lee & Hall, 2017; Wang, 2017). A study 
by Wang (2017) on Taiwanese Facebook fan page 
users in the hospitality industry found perceived 
usefulness to be signifi cant and positively related 
to satisfaction. Hence the following hypothesis is 
proposed:

H3: Th ere will be a signifi cant positive relationship 
between perceived usefulness and satisfaction.

Confi rmation and satisfaction 
Confi rmation is defi ned as the users’ perception 
of the conformity between expectation of system 
use and its perceived performance (Lin, Wu 
& Tsai, 2005). According to a study by Kim, 
Ferrin and Rao (2009), confi rmation occurs 
when user evaluations of system performance 
equal or exceed their prior expectations. 
However, if system performance is less than 
prior expectations, then disconfi rmation occurs. 
Researchers have consistently demonstrated 
that confi rmation of prior expectations leads to 
satisfaction (Bhattacherjee, 2001; Chen, Huang, 

FIGURE 1: PROPOSED RESEARCH MODEL 
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Hsu, Tseng & Lee, 2010; Chen et al., 2013; Lee, 
2010; Islam, Mäntymäki & Bhattacherjee, 2017). 
A study by Chen et al. (2013) of Chinese mobile 
data service users found confi rmation to be 
signifi cant and positively related to satisfaction. 
Th erefore, the following hypothesis is proposed:

H4: Th ere will be a signifi cant positive relationship 
between confi rmation and satisfaction.

Confi rmation and perceived usefulness 
Bhattacherjee (2001) posits that users’ 
confi rmation of prior expectations is a vital 
antecedent of perceived usefulness and refl ects 
the extent to which a specifi c system meets the 
users’ expectations. Supporting this argument is 
the study of Mou, Shin and Cohen (2017), which 
maintains that confi rmation is an important 
infl uencer of perceived usefulness. Numerous 
studies establish a signifi cant positive relationship 
between confi rmation and perceived usefulness 
(Bøe, 2016; Guo, Barnes & Le-Nguyen, 2015; 
Chang, Peng, Liu & Wu, 2018; Susanto, Chang 
& Ha, 2016). A study by Rahi and Ghani (2019) 
among Pakistani internet banking users found 
confi rmation to be signifi cant and positively 
related with perceived usefulness. Hence the 
following hypothesis is proposed:

H5: Th ere will be a signifi cant positive relationship 
between confi rmation and perceived usefulness.

RESEARCH METHODS 
Measurement 
A self-administered, paper-based questionnaire 
was the main instrument used in this study. Th e 
questionnaire had two sections. Th e fi rst section 
fi elded questions on the demographic profi le of 
the respondents including age, level of education, 
income and social media use. Th ese variables 
were measured on nominal and interval scales. 
Th e second section of the questionnaire consisted 
multi-item scales for measuring the constructs of 
interest in the study. All the scales were adapted 
from the study of Bhattacherjee (2001). Th e items 
were measured on a seven-point Likert scale with 
anchors ranging from 1 “Strongly disagree” to 7 
“Strongly agree”. Th e questionnaire was piloted on 
a convenient sample of 45 respondents in order to 
check the clarity of instructions and the wording 
of the statements/questions. Th e results of the 

pilot test indicated that the respondents generally 
understood the instructions and the wording 
of the questionnaire. A reliability analysis was 
conducted with the pilot sample to determine the 
internal consistency of the items in measuring 
each construct. Th e results of this analysis show 
that the Cronbach’s alpha of all the constructs 
was above the 0.7 threshold, thus indicating that 
the measurement items for the constructs were 
internally reliable. With this positive feedback, 
the questionnaire was fi nalised for data gathering.

Sampling and data gathering 
Th e population of the study was defi ned as South 
African retail banking customers of the fi ve major 
banks. To meet selection criteria, the potential 
participants had to be 18 years and above, 
resident in Gauteng at the time of the survey and 
had to have followed their banks’ Facebook fan 
pages. A non-probability convenience sampling 
technique was used to select the participants of 
the study. Trained research assistants approached 
potential participants in their homes, public parks 
and work places. Th e research assistants fi rst 
introduced themselves, explained the purpose of 
the study and the ethical measures implemented 
to protect anonymity, confi dentiality and right 
of participation. Participants were also informed 
about their rights, including withdrawal from 
the study without any negative consequences. 
Willing participants were then given a copy of 
the questionnaire to complete. Of a total of 583 
potential participants approached for the study, 
360 usable responses were realised, leading to a 
response rate of 61.75%.

DATA ANALYSIS AND RESULTS 
A Partial List Squares (PLS) structural equation 
modelling technique using Smart PLS 3 soft ware 
was the main data analysis tool used. Following 
the recommendation of Anderson and Gerbing 
(1988), the measurement model was fi rst assessed 
to determine the validity of the measurement 
instrument and subsequently the structural 
model was analysed to test the hypotheses.

Measurement Model Analysis 
Th e validity of the measurement model was 
assessed to determine its convergent validity and 
discriminant validity. In assessing the former, the 
standardised factor loadings, Cronbach’s alpha, 
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composite reliability and the average variants 
extracted (AVE) were observed. According to 
Hair, Hult, Ringle, Sarstedt and Th iele (2017), to 
achieve convergent validity, the factor loadings 
should exceed 0.7, the Cronbach’s alpha and the 
composite reliability should be greater than 0.7, 
and the AVE should exceed 0.5. Th e results of the 
convergent validity of the scale are presented in 
Table 1 below. Th e factor loadings ranged from a 
minimum of 0.847 to a maximum of 0.951. Th ese 
values were greater than 0.7 threshold. Similarly, 
the minimum estimated value for the Cronbach’s 
alpha and the composite reliability were 0.918 

and 0.939 respectively. Th ese estimates were 
equally above the 0.7 cut-off  points. Lastly, the 
AVEs ranged from a minimum of 0.756 to a 
maximum of 0.858. Th ese values were also above 
the recommended threshold of 0.5. Th e results 
thus generally confi rmed the convergent validity 
of the measurement model.

Following the confi rmation of the convergent 
validity of the measurement model, its 
discriminant validity was assessed using the 
Fornell-Larcker (1981) technique. According to 
this technique, discriminant validity is attained 

TABLE 1: RESULTS OF THE CONVERGENT VALIDITY OF THE MEASUREMENT MODEL

Factor 
loading 

Cronbach’s 
alpha

Composite 
reliability AVE

Confi rmation 0.918 0.948 0.858
CON1 0.935
CON2 0.919
CON3 0.925

Intention 0.931 0.951 0.829
INT1 0.882
INT2 0.949
INT3 0.880
INT4 0.929

Satisfaction 0.943 0.959 0.853
SAT1 0.924
SAT2 0.915
SAT3 0.951
SAT4 0.904

Usefulness 0.919 0.939 0.756
USE1 0.847
USE2 0.895
USE3 0.856
USE4 0.868
USE5 0.882

TABLE 2: RESULTS OF THE DISCRIMINANT VALIDITY OF THE MEASUREMENT MODEL

1 2 3 4
1 Confi rmation 0.927
2 Continuance intention 0.692 0.910
3 Satisfaction 0.657 0.602 0.924
5 Usefulness 0.623 0.638 0.857 0.870

* Bold diagonal values are square roots of the AVEs; the values beneath them are the inter-construct 
correlations.
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when the square root of the AVEs is greater than 
the inter-construct correlations. Th e results of the 
discriminant validity analysis are presented in 
Table 2 below.

Th e results Table 2 show that the lowest square 
root of the AVE estimate is 0.870. Th is estimate 
is higher than the highest inter-factor correlation, 
which is 0.857, thus confi rming the discriminant 
validity of the measurement model. Given that the 
measurement model is confi rmed for its validity, 
the structural model is subsequently assessed to 
test the hypotheses.

Structural Model Analysis 
Th e structural model was also analysed using 
Smart PLS 3. A bootstrapping technique using 

5 000 resamples was used to determine the 
signifi cance of the path estimate. Th e results of 
the structural model analysis are presented in 
Figures 2 and 3 and Table 3.

Th e results show that satisfaction has a signifi cant 
positive relationship with continuance intention 
(β = 0.206, p < 0.05), therefore Hypothesis 1 is 
supported. Similarly, the results suggest that 
perceived usefulness has a signifi cant positive 
relationship with continuance intention (β = 
0.462, p < 0.001), and as a result, statistical 
support is provided for Hypothesis 2. With 
regard to Hypothesis 3, perceived usefulness has a 
signifi cant positive relationship with satisfaction 
(β = 0.731, p < 0.001), therefore Hypothesis 3 
is supported. Furthermore, the results show 

FIGURE 2: PLS MODEL ESTIMATION WITH PATH COEFFICIENTS AND R2 

TABLE 3: RESULTS OF HYPOTHESES TESTING

Path 
coeffi  cient P Value Supported?

H1 Satisfaction -> Continuance intention 0.206 0.017 Yes
H2 Usefulness -> Continuance intention 0.462 0.000 Yes
H3 Usefulness -> Satisfaction 0.731 0.000 Yes
H4 Confi rmation -> Satisfaction 0.202 0.000 Yes
H5 Confi rmation -> Usefulness 0.623 0.000 Yes
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confi rmation signifi cantly and positively predicts 
customers’ satisfaction with banks’ Facebook 
fan page (β = 0.202, p < 0.001), consequently 
Hypothesis 4 is supported. Lastly, the results show 
that confi rmation is statistically signifi cant and 
positively associated with perceived usefulness 
(β = 0.623, p < 0.001), thus providing support for 
Hypothesis 5.

DISCUSSION AND IMPLICATIONS 
Th e aim of the study was to ascertain the factors 
associated with retail banking customers’ 
intention to continue using the Facebook 
fan pages of their banks. Th e fi ndings show 
that customers’ satisfaction with their banks’ 
Facebook fan pages is positively associated with 
their intention to continue using the page. Th is 
fi nding is consistent with prior research (Chen et 
al., 2013; Hsu et al.2014; Kim, 2009; Lee, 2009) 
which found a signifi cant positive association 
between users’ satisfaction with an innovation 
and their intention to continue using it. Th e 
results of this study thus suggest that retail bank 
customers who are satisfi ed with their banks’ 
Facebook fan pages are likely to continue using 
it. Similarly, the fi ndings show that customers’ 
intention to continue using their banks’ fan page 
is positively predicted by their perceptions of the 

usefulness of the page. Th is fi nding corroborates 
those of earlier studies (Alraimi et al., 2015; Wu 
& Chen, 2016) which found a signifi cant positive 
relationship between perceived usefulness and 
IS continuance intention. Th is results therefore 
suggest that retail banking customers who fi nd 
the Facebook fan pages of their banks useful will 
likely continue using the page.

Th e fi ndings further show that customers’ 
satisfaction is positively infl uenced by their 
perceptions of the usefulness of the fan page. 
Th is fi nding confi rms those of previous studies 
which found a signifi cant positive association 
between the perceived usefulness of a system and 
satisfaction of its users (Chen et al., 2009; Gong 
et al., 2018; Shin et al., 2017; Wang, 2017). Th is 
result of the present study therefore demonstrates 
that retail banking customers who fi nd their 
bank’s Facebook fan page useful are likely be 
satisfi ed with the page.

Furthermore, the fi ndings show that customers’ 
confi rmation of prior expectations with their 
banks’ Facebook fan pages is positively related to 
their satisfaction with those pages. Th is fi nding 
reinforces those of previous studies which 
found a signifi cant positive relationship between 

FIGURE 3: RESULTS OF PLS MODEL ESTIMATION OF BOOTSTRAPPING FOR PATH SIGNIFICANCE
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confi rmation and satisfaction (Bhattacherjee, 
2001; Chen et al., 2010; Chen et al., 2013; Lee, 
2010; Islam et al., 2017). Th is result therefore 
suggests that customers whose experience with 
their banks’ fan pages is positively confi rmed are 
likely be satisfi ed with the pages.

Lastly, the fi ndings reveal that perceived usefulness 
of banks’ Facebook fan pages is positively 
determined by customers’ confi rmation of prior 
expectations. Th is fi nding concurs with those 
of earlier studies which established a signifi cant 
positive relationship between confi rmation and 
perceived usefulness (Bøe, 2016; Guo et al., 
2015; Chang et al., 2018; Susanto et al., 2016). 
Consequently, this result confi rms that customers 
of retail banks will fi nd their banks’ Facebook fan 
pages useful aft er they have positively confi rmed 
their prior expectations.

Th e fi ndings of this study have implications for 
banks interested in promoting the continuous 
use of their Facebook fan pages by customers. 
Because perceived usefulness of the fan pages 
is found to be positively related to customers’ 
satisfaction with the pages and intention to 
continue using them, banks must make concerted 
eff orts to increase customers’ perceptions of the 
usefulness of the pages. Banks need to update 
their fan pages regularly with useful and accurate 
information on their products and services. 
Other information pertaining to promotions 
and special off ers could also be made available 
to customers on their Facebook fan pages. 
Customer queries on these fan pages should be 
promptly attended to and eff orts to address those 
queries should be communicated to the customer. 
Implementing these measures may improve 
customers’ perceptions of the usefulness of their 
banks’ Facebook fan pages.

Furthermore, as perceived usefulness is 
determined by confi rmation of prior expectations, 
banks should maximise the possibility of 
customers’ positive confi rmation of prior 
expectations. Th e banks can only achieve this if 
they understand these prior expectations. Th is, 
therefore, suggests that banks should constantly 
gather information about what their customers 
and other Facebook users expect from a Facebook 
fan page. Such information would place the bank 

in a better position to manage these expectations. 
Once these expectations are met, it will result 
in customers positively confi rming their prior 
expectations, which will then positively infl uence 
their perceptions of the usefulness of their banks’ 
Facebook fan pages.

CONCLUSION AND RECOMMENDATIONS 
FOR FUTURE RESEARCH 
Th is study examined factors underlying retail 
banking customers’ intention to continue using 
their banks’ Facebook fan pages. Th e study 
was theoretically grounded in the expectation 
confi rmation model. Th e fi ndings suggest that 
customers’ intention to continue using their 
banks’ Facebook fan page is predicted by the 
page’s perceived usefulness and their satisfaction 
with the page. Similarly, perceived usefulness and 
confi rmation of expectations are signifi cantly 
related to customers’ satisfaction with the 
Facebook fan pages. Lastly, customers’ perceptions 
of the usefulness of their banks’ Facebook fan 
page is signifi cantly predicted by the extent to 
which their expectations were confi rmed.

Th e fi ndings of this study contribute to the 
literature by addressing the paucity of research 
on Facebook brand communities in the context 
of social media users in an emerging economy. 
Th e study also provides empirical validation of 
the ECM in the social media innovation domain 
from the perspective of a developing country. 
Given that the original ECM was developed and 
tested on a sample of online banking customers in 
the United States, this validation in a social media 
innovation domain in the context of an emerging 
African country is signifi cant in validating the 
ECM beyond its original context.

Th e study has a number of limitations which create 
avenues for future research. First, although South 
African retail banks have a presence on other 
social media networks such as Twitter, LinkedIn, 
WhatsApp and Instagram, the current study only 
focused on Facebook. Future research could 
expand this scope by analysing other social media 
sites. Second, the current study is cross-sectional 
in nature and relied on a non-probability sample 
technique. Th is limits the extent to which causal 
inferences regarding the relationships posited in 
the model could be made. It is recommended 
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that future studies employ longitudinal designs 
using probability sampling to improve the 
generalisability and inferences that can be drawn 
from the fi ndings.
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ABSTRACT 
Th e increasing growth of internet penetration 
in South Africa has created a plethora of 
opportunities for marketers to move into the 
digital space. Digital marketing off ers real-time 
measurability to prove eff ectiveness of campaigns. 
Furthermore, marketers have the opportunity to 
understand their consumers in ways traditional 
marketing research could not, through real-time 
data for targeted consumers.

Despite the opportunities presented by digital 
marketing, the value of analytics in this area is 
oft en not fully appreciated. Th e purpose of this 
study is to analyse the use of digital marketing 
analytics in South Africa, by investigating what 
digital marketing analytics means, establishing 
the current common practices in digital 
marketing analytics, and assessing the challenges 
that businesses face when implementing digital 
marketing analytics in their organisations.

A qualitative approach was followed, with a 
purposive sample of ten participants, seven from 
marketing agencies and three from fi nancial 
services, and from all levels of business. Th e data 
was content analysed to identify themes.

Th e fi ndings revealed that a lack of understanding 
of digital marketing analytics was the main cause 
of the lack of adoption of digital marketing 
analytics, with only half of the participants 
indicating that their business had some sort of 
measurement process in place. Th is indicated the 
skills gap within businesses to maximise the value 

of analytics.

Th e lack of understanding by business leaders 
resulted in a culture that was averse to digital 
marketing analytics. Th is resulted in businesses 
not recognising the value of data and the 
associated tools to aid in data analysis. In turn, 
this aff ected the business’ ability to derive value 
from their data and have a competitive advantage 
in the market.

Th e main contribution of this paper is 
benchmarking an area of research that will 
potentially grow as digital marketing takes over 
from traditional marketing. In addition, given 
the relatively sluggish uptake of digital marketing, 
the paper provides practical recommendations to 
address these challenges.

Keywords: Digital Marketing, Digital Market-
ing Analytics, Marketing Metrics, South Africa. 

INTRODUCTION 
Technological improvements have led to 
increased internet penetration and the rise and 
success of digital platforms such as Facebook 
(Lamberton & Stephen, 2016). In South Africa, 
internet penetration has grown to extend to 
65% of the total population, with more than 
75% of these users accessing the internet via 
mobile devices (Google, 2017). Th is has led to 
concomitant growth in marketing innovations, 
and opportunities to leverage technology and the 
online media platforms (Lamberton & Stephen, 
2016).  Digital marketing, in particular, defi ned 
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as the use of digital channels for the placement 
of products and communication to stakeholders 
about a brand (Royle & Laing, 2014), presents 
signifi cant opportunities.

Traditionally, marketing analytics relied on 
market research surveys to understand consumer 
segments and behaviour, but this is changing 
with the rise in data analytics technologies 
being implemented globally (Fan, Lau, & Zhao, 
2015). Digital marketing analytics allows for 
measurability of customer behaviour on the 
digital landscape (Järvinen & Karjaluoto, 2015) 
making it feasible for marketers to mine the data, 
conduct analyses and derive insights (Hauser, 
2007).  Even though globally digital analytics has 
become well-established, the technology has not 
been optimally utilised to maximise the positive 
impact it may have on marketing (Chaff ey & 
Patron, 2012). Th e gap between the promises 
of digital marketing analytics and the practice 
of eff ective measurement, oft en leave upper 
management in a predicament; unsure of whether 
to focus on fi nancial accountability or allow for 
creative fl exibility (Hanssens & Pauwels, 2016).  
Furthermore, accurate calculation of returns on 
marketing investment is a challenge for most 
businesses, leading to the lack of integration of 
marketing analytics in their business decisions 
and strategies (Hanssens & Pauwels, 2016).

Th e CMO Survey (2017) shows that only 5.5% of 
current marketing budgets are spent on marketing 
analytics, whilst only 37.5% of businesses use 
marketing analytics in decision-making. Th ese 
low numbers can be attributed to the slow progress 
in skills development to leverage marketing 
analytics, as well as the low adoption rates (40%) 
of quantitative tools to demonstrate the impact 
of marketing (Th e CMO Survey, 2017). Th ese 
percentages are, in all likelihood, even lower for 
small and medium-sized businesses across the 
world.

RESEARCH PROBLEM INVESTIGATED 
Given the increasing proportion of marketing 
budgets allocated to digital marketing activities 
at the expense of traditional marketing, it is 
becoming more important to analyse the results 
of organisations’ digital marketing activities to 
determine their eff ectiveness. In an economy 

in which data increasingly means the power to 
target and tailor, power is fl owing towards those 
companies which can collect more information. 
Google and Facebook represent about 60% 
of the US digital advertising market and have 
captured about 90% of the growth in spending 
(Th e CMO Survey, 2018). In addition, there has 
been limited research in the relatively new fi eld 
of digital marketing, specifi cally in South Africa, 
to determine the challenges that organisations 
face when transitioning from traditional to 
digital marketing (Chaff ey & Patron, 2012). 
Consequently, the aim of this study is to 
understand the current awareness and utilisation 
of digital marketing analytics in South African 
organisations.

LITERATURE REVIEW 
Th e increased usage of the internet as a marketing 
tool has benefi ted customers and companies 
alike. Companies can now service the needs of 
customers through an omni-channel approach, 
resulting in higher customer satisfaction and 
loyalty (Lamberton & Stephen, 2016). 

Customer interaction on digital platforms gives 
companies more customer metrics in relation to 
their search behaviour, interaction with brand 
off erings, sharing of brand information and 
purchase of a product (Hanssens & Pauwels, 
2016; Lamberton & Stephen, 2016). Th erefore, 
the measurability of digital media increases 
marketers’ understanding of the customers’ 
decision journey, and how digital marketing 
activities can infl uence customers’ decisions at 
diff erent points within that journey (Järvinen & 
Karjaluoto, 2015). Th e rise of new digital channels 
that result in new customer expectations, forces 
businesses to change how they think about data 
and how to act on the insights (Sweetwood, 
2016a).

Digital Marketing Analytics 
Digital analytics aims to measure and understand 
the relationships between the customer and the 
digital assets employed by a business (Phippen, 
Sheppard, & Furnell, 2004). Th erefore, there is a 
strong (and growing) interest in how these digital 
assets generate measurable marketing outcomes 
of value (Lamberton & Stephen, 2016). However, 
Phippen et al. (2004) point out that while some 
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companies are aware of the value of digital 
marketing measurability, there exists a lack of 
awareness and skills in this fi eld of marketing 
measurement.

Digital analytics is related to marketing analytics, 
which Järvinen and Karjaluoto (2015) defi ne 
as a “technology-enabled approach to harness 
customer and market data to enhance marketing 
decision making” (p.20).  Digital analytics applies 
more complex analysis to larger data sets in order 
to derive meaningful value for the business, 
and oft en requires the analyst to resort to data 
management techniques and tools to make sense 
of the infl ux of information (Phippen et al., 2004).

Marketing practitioners acknowledge that 
evaluations, monitoring and measurement are 
key hurdles in the implementation of digital 
marketing analytics solutions (Royle & Laing, 
2014). Th e implementation of more common 
practices gives an indication of the level of usage 
of digital marketing analytics in business and the 
activities for which it off ers the most strategic 
value. Th e increased usage of the internet as 
a marketing tool has benefi ted customers and 
companies alike. Companies can now service 
the needs of customers through an omni-
channel approach, resulting in higher customer 
satisfaction and loyalty (Lamberton & Stephen, 
2016). 

Common Digital Marketing Analytics Practices 
Ariker, Diaz, Moorman and Westover (2015) cite 
the CMO Survey 2015 that lists these activities for 
which more than thirty percent of companies are 
using their marketing analytics:

• Customer acquisition 
• Marketing mix
• Customer retention
• Social media

However, due to the lack of guidance on best 
practices in digital marketing, many companies 
use a ‘test and learn’ approach (Royle & Laing, 
2014).

Th e common practices on how these digital 
marketing activities are measured are outlined 
below:

• Monthly reports: generally the entry point 
for most companies into the analytics 
sphere, stemming from the need to inform 
key stakeholders about the digital activity 
(Phippen et al., 2004).

• Post campaign reports: Th ese are ad hoc 
reports that follow a specifi c marketing 
campaign, and they include information 
around the successes or failures of the 
campaign (Phippen et al., 2004).

• Dashboards: Marketing analytics 
technologies, and primarily those that 
off er dashboarding capabilities, have been 
commonly employed by businesses, allowing 
for a wide range of metrics to be available in a 
user-friendly way (Hanssens & Pauwels, 2016; 
Phippen et al., 2004). Most companies have 
moved towards creating visually appealing 
dashboards to display the marketing analytics 
with the associated objectives in one single 
view (Hanssens & Pauwels, 2016).

• Big Data: Th e vast amount of digital data 
available, poses challenges in relation to 
storage, management and processing, and 
therefore many businesses rely on third party 
providers to implement marketing analytical 
tools (Fan et al., 2015; Phippen et al., 2004). 
Th e adoption of such tools is high but the 
usage thereof remains fairly low (Chaff ey & 
Patron, 2012).

• Data Mining Techniques: Marketing insights 
may only be derived from data mining 
techniques that enable the detection of 
patterns and the forecasting of customer 
behaviour (Fan et al., 2015). Common 
techniques include (but are not limited to) 
customer segmentation to identify groups of 
customers with similar interests, clustering and 
association to identify trends and behaviours, 
and regression methods that enable marketers 
to identify the diff erent eff ects of promotions 
in diff erent contexts (Fan et al., 2015).

Challenges in Implementing Digital Marketing 
Analytics 
Marketing metrics have been used for years to 
indicate performance of marketing activities, 
but a shift  is needed in businesses to move from 
metrics to analytics (Sweetwood, 2016a). In 
order for businesses to transform, they need to 
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overcome four key challenges in business: have a 
proactive mind-set that would lead to an analytics 
culture; employ or evolve modern marketing skills 
and tools; have agile leaders; and lastly, derive a 
convergent business structure that is focused on 
business strategy (Sweetwood, 2016b).

Culture 
Th e use of digital marketing analytics is more 
eff ective in businesses with a culture that 
focuses on data-driven decision making through 
cooperative data eff orts and information 
(Järvinen & Karjaluoto, 2015). Sweetwood 
(2016b) emphasizes that a company’s culture 
should focus on conveying logical reasoning 
in business decisions. However, executives 
tend to utilise one planning and performance-
management approach (Bhandari, Singer, & van 
der Scheer, 2014). Sweetwood (2016b) suggests 
that in order to shift  from a reactive to proactive 
culture, analysts need to have a forward-looking 
mind set rather than looking at historical data.

Resources 
Digital marketing analytics demands good 
data, but also demands that the analysts (or 
users of the data) have a good understanding 
of it, as misinterpretation of data can result in 
poor business decisions and ultimately cost the 
business greatly (Hauser, 2007). In order for a 
business to understand and derive benefi t from 
the value of digital marketing analytics, expertise 

in the fi eld is required. Th e CMO survey (as cited 
in Mela & Moorman, 2018) noted that only 1.9% 
of marketing executives believe that they have the 
right talent for digital marketing analytics in their 
business.

Th ere is industry consensus that there exists a 
digital skills gap and a critical need for training 
(Royle & Laing, 2014). Data skills such as 
exploration, synthesising, interpreting and 
explanation are critical skills for marketers to 
develop (Royle & Laing, 2014).

Leadership 
While it is imperative that companies align their 
data analyst talent and data strategy (Mela & 
Moorman, 2018), analytical activities also need 
to be improved to derive the true value that can 
contribute to business strategy, which requires 
awareness among executive management and 
support for the integration of current and new 
solutions (Chaff ey & Patron, 2012). Lack of 
leadership is cited as one of the major barriers 
to understanding and utilising digital marketing 
analytics, and there is a distinct need for top 
management to coordinate and guide the 
measurement process (Järvinen & Karjaluoto, 
2015).

Management needs to set the relevant key 
performance indicators (KPIs) and the associated 
metrics against which to measure those KPIs. 

FIGURE 1: GUIDE FOR TRANSFORMING A MARKETING ORGANISATION, ADAPTED FROM 
SWEETWOOD (2016B)
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Th erefore, it is management’s responsibility to 
design a measurement system that is closely 
aligned to the business’s marketing objectives 
(Järvinen & Karjaluoto, 2015).

Business structure 
Companies oft en lack coordination in marketing 
analytics, and this leads to a lack of understanding 
of how the data can be best utilised for business 
objectives or strategies (Hauser, 2007). Th e 
majority of data collection is driven by a 
company’s IT department rather than marketing 
goals, resulting in databases that are diffi  cult to 
understand (Mela & Moorman, 2018). Grimes 
(2013 as cited in Lamberton & Stephen, 2016) 
emphasises that even though businesses can 
collect massive amounts of digital data, this does 
not necessarily mean that they are collecting the 
important data, conducting meaningful analysis 
and using the fi ndings to eff ectively target the 
consumer. Furthermore the lack of integration 
among departments results in disjointed data, 
and therefore it is imperative to understand how 
data was integrated prior to collecting the data 
(Mela & Moorman, 2018). Research shows that 
companies that invest in activating insights rather 
than generating them, have proven to have more 
business strategy success (Ariker et al., 2015).

RESEARCH METHODOLOGY 
Given the lack of prior research in the fi eld of 
digital marketing analytics, this study employed 
an exploratory, qualitative approach, with 
inductive analysis in a cross-sectional design.

Th e population for this qualitative study included 
all digital marketing individuals who have had 
experience with digital marketing analytics within 
the South African business sector. Purposive 
sampling was used to obtain participants who 
have worked in digital marketing for a minimum 
of one year. Th e sample size was 10 respondents, 
7 from agencies (who had a wider perspective of 
the utilisation of digital marketing analytics) and 
3 from fi nancial services; saturation was reached 
aft er the eighth interview, when it was noted 
that there were no new themes appearing in the 
interview responses, but two further respondents 
were interviewed. Agencies were used as they 
had a broader view of clients that used digital 
analytics and therefore could give the research 

more insight. Financial services are the most 
developed in terms of digital marketing and this 
was deduced from interviewing the agencies, 
therefore the sample then moved on to fi nancial 
services.

Data was collected through semi-structured 
interviews, using an interview guide with open-
ended questions aimed to assess the awareness 
and utilisation of digital marketing analytics. 
Th e data was transcribed, then coded to facilitate 
content analysis to identify themes.

Th e research criteria for qualitative studies 
of dependability, credibility, transferability 
and conformability were addressed through 
consistency in data collection and analysis, and 
following appropriate procedures. Th e semi-
structured interview approach was employed 
for this study, and utilised a topic guide that lists 
questions set by the researcher (Smith & Bowers-
brown, 2015). Th e research was conducted 
through each participant generally being asked 
the same set of questions in the same order. Th e 
limitations of the research include the small, 
non-random and non-representative sample size, 
implying that the results cannot be generalised to 
the population.

RESULTS AND DISCUSSION 
Th e results are presented in response to three 
Research Questions:

1. What is the meaning of digital marketing 
analytics? 

Th e content analysis identifi ed 4 themes, each 
of which had various topics or codes as given in 
Table 1 below, and highlighted by some comments 
from respondents:

Th e majority of the participants view it as a 
means of demonstrating campaign performance 
or understanding the customer better for future 
marketing activities. However, a few participants 
see the strategic value that digital marketing 
analytics off ers, and as a result, consider it a very 
broad topic area that encompasses many diff erent 
moving parts.

Phippen et al. (2004) noted that while some 
companies are aware of the value of digital 
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TABLE 1: ASSESSMENT OF AWARENESS AND UNDERSTANDING OF DIGITAL MARKETING ANALYTICS
Th eme i: Aim of digital marketing analytics
Codes Key Comments

Inform strategy
“Th e key objective should be on a foundation to strategically understand where you 
should be going. To me analytics has always meant strategy. I think analytics forms the 
basis of research and is the fi rst step a lot of the times.” – P2

Prove marketing 
eff ectiveness

“Analytics is to understand where the return is on the digital platforms” – P4

“Way for us to measure the eff ectives the work that us as marketers are trying to do. Keeps 
us accountable.” – P7

Provide insights

“To provide you with insight that you could never get from anywhere else (ATL etc.).” – 
P1

“To collect all the data you get from marketing activities and to track the users diff erent 
touch points and to try and fi gure out what they want and when they want it.” – P5

Understand the 
customer

 “Digital analytics is there to provide a deeper understanding of your digital user and the 
digital insights.” – P1

Th eme ii: Meaning and scope of digital marketing
Codes Key Comments

Aid decision 
making

“Within the company the scope of digital analytics includes tracking performance and 
adding insightful advice on how to better our websites/apps/social Media platforms and 
email performance.” – P6

Budgeting and 
planning

 “Understanding how to spend my budget. Digital marketing analytics in the long term–I 
would like it to help me get leads and sales.” – P2

Reporting  “Very limited to just tracking and reporting. Massive room for growth at a basic level.” 
-P5

Understanding 
the client/
customer

“Using analytics (Social media listening tools) how companies can understand their 
customers better and faster. Social media orientated. Understanding the customer and 
meeting their needs and wants eff ectively.” -P3

Th eme iii: Understanding what digital marketing analytics is
Codes Key Comments

Broad topic

“It is a broad topic. Digital marketing is divided into multiple sectors in the business. 
Th ere is digital marketing that is focused on media, then digital marketing that is focused 
on a data-driven model that is all about data, digital marketing is all about strategy and 
tactical. It encompasses a very big topic.” – P1

Data collection “Data collection phase–tagging and tracking and implement so that you can ensure you 
are collecting the correct data.” – P5

Data analysis  “..tracking all metrics that will allow you to measure these KPIs and then creating and 
monitoring reports that illustrates your performance against your targets.”- P10

Th eme iv: Value of digital marketing analytics
Codes Key Comments

Accurate 
decision making

 “Yes. Value in bring in social media analytics and data analytics and mining those insights 
and bringing it together with other data points is very helpful as it tells a holistic story and 
guide decisions going forward.” – P3

Gain 
competitive 
advantage

“[Digital marketing analytics] …it is a tremendous asset within the company. Any 
company that is not utilising it correctly, if at all, is only harming themselves.” – P

Rich customer 
insights

“Value in bring in social media analytics and data analytics and mining those insights and 
bringing it together with other data points is very helpful as it tells a holistic story and 
guide decisions going forward.” – P3
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marketing measurability, there also exists a lack 
of awareness about marketing measurement. Th is 
is consistent with the fi ndings of this research. It 
shows that those who are informed about digital 
marketing analytics have a better defi nition for 
digital marketing analytics and understand what 
it entails and the resulting value it can have for 
business. Many of the participants view digital 
marketing analytics as a way to fi nd out more 
about the customer and how to target marketing 
activities accordingly, which is aligned with the 
fi ndings of Järvinen and Karjaluoto (2015), 
who stated the measurability of digital media 
increases marketing understanding of customers. 
Hanssens and Pauwels (2016) place importance 
on marketing measurement as an aspect critical 
to infl uencing business decisions for advertising 
execution and consumer growth. Th e research 
found that most participants consider that the 
value of digital marketing is perceived to be the 
ability to make accurate decisions for marketing.

2. What is the Usage of Digital Marketing 
Analytics? 

Th is study investigated activities for which digital 
marketing analytics was used as well as the 
common practices employed. Th ese common 
practices were weighted in terms of the level of 
usage with the company.

While this was a qualitative study, the number 
of mentions was used as an indicator of the 
usage of digital marketing activities as a 
percentage, although these are not generalisable 
or representative given the nature of the study. 
Digital marketing activities for which common 
practices are employed were derived, as per 
Figure 2 below.

Conversion and marketing performance are the 
most common activities that make use of digital 
marketing analytics. Conversion is more common 
amongst younger participants who also show a 
strong understanding that the primarily purpose 
of digital marketing analytics is to provide insights; 
indicating that the ‘newer’ digital marketers 
have a more forward-thinking approach. Th e 
Conversion amongst the Banking participants 
was identifi ed as a crucial part of their business. 
Marketing performance occurrence was highest 
amongst those with consulting backgrounds as 
well as participants in management positions. Th is 
indicates that these individuals are accountable to 
their stakeholders with regards to their marketing 
activities.

User Experience (UX) testing has a high code co-
occurrence with Conversion, however only three 
participants actively use UX testing within their 
day-to-day activities. In the digital sphere, the 

FIGURE 2: DIGITAL MARKETING ACTIVITIES IN BUSINESS – SOURCE: DERIVED FROM RESPONDENT 
ANALYSIS
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online user experience is highly infl uential on 
consumer online behaviour, and this is aligned 
with Chaff ey and Patron’s (2012) fi ndings that 
User Experience was one of the most common 
uses of digital marketing analytics. Th e below 
average usage of UX testing indicates that the true 
value thereof has not been recognised in South 
Africa. Th is links to the common theme of the 
lack of knowledge about digital marketing and 
its diff erent uses that could potentially improve 
business strategy.

Post-campaign reporting appears to be the most 
common practice in digital marketing analytics. 
P4 highlights client priorities in post campaign 
reporting:

“Clients want a full campaign report and 
benchmark it to what was proposed. Clients care 
about how much did we improve and how did we 
fare against the original proposal.”

However, unlike Järvinen and Karjaluoto’s (2015) 
fi ndings that the data from post-campaign 
reporting drives insights and is used for future 
decision making, it was not clear how South 
African marketers use the post-campaign data 
strategically.

Hanssens and Pauwels (2016) found that 
marketers oft en deploy tactical decisions based 
on past successes. While this is evident in the 
South African context, a further concern was 
raised regarding marketing strategists requesting 
data to prove their strategies rather than using 
the data to formulate and inform strategies. Th is 
was consistent with these frustrations expressed 
by P5:

“Th ey know they need to collect data. Th e strategist 
will come with an idea, and ask for the data to 
prove that the strategy will be correct.”

Furthermore, the value of dashboards has not 
been acknowledged, and for those few who do 
understand the value, they cannot use it to its 
full potential as clients lack the agility to respond 
quickly to data. Furthermore, understanding 
how to use dashboards is an additional challenge 
for staff  and requires training. Th is is aligned 
with Hanssens and Pauwels’ (2016) fi nding that 

dashboards are not informative for managers 
to link marketing performance and customer 
insights metrics. Th is underscored the fact that 
the tools and metrics are only as good as the 
analyst who uses them. Th is is also aligned with 
the resources challenges that businesses face and 
the evident skills shortage in digital marketing. 
Th is is illustrated by P3:

“Trying to encourage clients to use dashboard but 
not used as much as they would like. Not a common 
practice only like one client is using. Don’t think 
that they ready for it.”

Big data analysis and data mining techniques are 
not common, although they are widely used as 
buzz-words. Participants mention the multiple 
challenges with data, expertise and budget 
allocation to big data analysis. P1 summed up the 
general consensus regarding big data:

“Only 20% of clients know [about big data] but don’t 
need it. Th e rest don’t know about it, even though 
they could benefi t from it. Also they don’t have the 
skills, tools and infrastructure to implement big 
data.”

Chaff ey & Patron (2012) found that the adoption 
of big data analysis was high but the usage 
remained low. Low usage of big data and data 
mining techniques links back to the lack of skills 
to implement or optimally use these techniques. 
As mentioned by P4: “SA is still on the journey to 
understand big data”.

3. In which areas of business is it most challenging 
to implement digital marketing analytics? 

Th e greatest challenge is the lack of education 
or knowledge about digital marketing analytics, 
followed by the lack of resources (which 
encompasses skills, budget, infrastructure and 
time), as given in Table 2, highlighted by some 
comments from respondents:

Historically, marketing was not perceived to be a 
discipline with a strong analytical component to 
it (Hauser, 2007). From the research, it appears 
that many business challenges stem from the lack 
of education around digital marketing analytics. 
Furthermore, there is a lack of willingness among 
managers to learn, as expressed by P4:
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“C-suite managing directors are still naïve. Th ere is 
a fear because it is something they don’t understand 
it.”

Th e research identifi ed the four main areas 
of business that posed challenges to digital 
marketing analytics consistent with Sweetwood’s 
(2016b) research, namely: Culture, Resources, 
Leadership and Business Strategy, to assess 
the current standing of South African digital 
marketing analytics in this context.

Culture 
Th e general consensus among most participants is 
that the adoption of analytics is diffi  cult in South 
Africa. While two participants mentioned that it 
was easy as they worked in an agency that off ered 
analytics as a primary service, when questioned 
about the adoption for their clients, it was evident 
that it was challenging to get buy-in from their 
clients. Th e slow adoption is infl uenced by the 
combination of fear and poor prioritisation of 
data analytics within the company. P4 expressed 
dismay regarding the diffi  culty of analytics 
adoption:

“Incredibly diffi  cult. Because it’s confusing. 
Diff erent language and acronyms. So if agency 
or clients have not used it before then it diffi  cult. 
And there is a lot of choice in the market for tools. 
Google Analytics is a tool and free. Other analytics 
platforms are expensive, clients will not make an 
investment – because it is usually dollar based and 
our rand is weak. And the platforms are complex 

so you cannot identify the insight that the platform 
will provide for x amount.”

Th e lack of education and understanding of the 
value that analytics can off er, is creating a culture 
that is averse to the adoption of analytics in 
businesses.

Digital marketing resources 
Digital marketing analytics is comprised of having 
the right tools and the right analysts. Digital 
analytics tools and analysts are interdependent, 
as “the tools are only as good as the people that 
use them.”(P4). It was found that the digital tools 
used by participants were highly dependent on 
the budget and investment from management, 
and thus that there is a high usage of free tools.

While the research shows that the search for skills 
is undertaken both internally and externally, 
there is a trend whereby companies seek to source 
skills internally by up-skilling their employees. 
Th is is evident from the feedback from a number 
of participants:

“…but we are now driving skills transfer hard 
internally.” (P10)

Undoubtedly, there is a digital marketing 
analytics skill shortage in South Africa, with 
many participants mentioning the diffi  culty in 
fi nding the right skills to employ. Internationally, 
most marketers rely on graduates coming in 
with technical skills and a good understanding 

TABLE 2: COMMON CHALLENGES WITH BUSINESSES

Th eme: Common challenges with businesses
Codes Comments

Lack of education

“Education is a huge part of it, education of clients and companies as to why such 
a position needs to exist And the other thing with that is budget, with the current 
economic climate, there is no education then why should the company invest in 
a role.” – P2

“It was a challenge to get people to understand what I was doing day-to-day.” – P3

Lack of resources
 “In SA, we are not confi dent where we are. But also companies don’t know how 
to use the right data, even if they have the right data they don’t know how to use 
it correctly–need the right skills to be able to use the data correct.” – P2

Lack of 
confi dence in 
data analytics

 “South Africans are distrustful of online platforms, therefore same goes for the 
tools.” – P4
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of digital marketing (Schlee and Harich, 2010 
as cited in Royle and Laing, 2014). Th e trend of 
internal training and up-skilling in the digital 
sphere, is unique to South Africa and is a way 
for businesses to contribute to the growth of the 
analytics industry.

Leadership 
Th e role that leadership plays was assessed in 
three key areas; namely: driving digital marketing 
analytics, defi ning measurement and training, 
and recruitment to up-skill analysts. Even though 
the role of leadership in driving digital marketing 
analytics is above average, many participants 
found that while their line managers attempted to 
drive the digital marketing analytics agenda, top 
management were not very involved.

“Middle management–100% behind. Top 
management–60% behind. Th eir focus is not only 
in digital; also have an interest in above-the-line 
media, out-of-home media and other elements.”

Th erefore, it is clear that, when top management 
is not active in driving an agenda of digital 
marketing analytics, the rest of the levels of 
business experience challenges in implementation 
and adoption. Th e culture and strategy of a 
business is determined by its leaders, and if there 
is a signifi cant drive from top management, this 
will fi lter down to the rest of the organisation. 
However, it is evident that the drive for digital 
marketing analytics from leadership in marketing 
organisations, is below average.

Business strategy 
It was evident that most companies had some sort 
of key performance indicators (KPIs) in place. 
Th is provides a goal for the business and holds 
the relevant individuals accountable. However, P5 
was concerned that companies list vanity metrics 
as KPIs, which is not suffi  cient for a business 
strategy. P3, on the other hand, experienced 
diffi  culty in extracting KPIs from their clients as 
“a lot of the time they don’t understand what KPIs 
they should be meeting”.

Some participants noted that businesses are 
oft en collecting too much data “äust for the 
sake of collecting data” (P7), but with a lack of 
understanding of what to do with the data or how 

to interpret the data. P2 notes:

“A lot of companies didn’t have an organisational 
structure. More of the time is was more reactive. 
Could have used the data better.”

P5 experienced some ethical concerns regarding 
the use of data for business strategy, rather than 
collecting data and deriving insights to feed into 
strategy: “the strategist will come with an idea, and 
ask for the data to prove that the strategy will be 
correct.” Th is undermines the purpose of digital 
marketing analytics, which should be to inform 
strategy, and is another indicator of the lack of 
education within the marketing industry.

Hauser (2007) found that marketing activities 
such as brand management and purchase analysis 
oft en ‘lack sophisticated analysis and thorough 
interpretation’ (p. 50), and the lack of focus on 
marketing analytics makes it questionable if 
business can achieve its objectives.

CONCLUSIONS 
Th e growth of internet penetration in South 
Africa increases the opportunities for marketers 
to optimise the use of the diff erent digital 
marketing platforms. Digital marketing analytics 
allows for measurability, thus enabling these 
marketers to prove their return on investment 
from digital marketing activities (Järvinen & 
Karjaluoto, 2015). However, the adoption of 
digital marketing analytics is still relatively low, as 
well as the marketing spend on analytics.

Consequently, the aim of this study was to analyse 
the use of digital marketing analytics in South 
Africa, by investigating what digital marketing 
analytics means, establishing the current 
common practices in digital marketing analytics, 
and assessing the challenges that businesses face 
when implementing digital marketing analytics 
in their organisations. Th e conclusions of each of 
these issues is as follows:

• What digital marketing analytics means: 
Th ose who understand digital marketing analytics 
can be identifi ed by their ability to provide 
a descriptive defi nition of digital marketing 
analytics and the value it adds to their business, 
while those who do not understand digital 
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marketing analytics can be identifi ed by their use 
of common buzzword and a very broad defi nition 
of the purpose of digital marketing analytics. It 
can be concluded that the lack of understanding 
of digital marketing analytics results in the lack 
of optimal use of the measurability of digital 
marketing activities to drive strategic value for 
the future of the business.

• Current common practices in digital 
marketing analytics: 

Digital marketing analytics are primarily used to 
analyse marketing performance and conversion. 
However, this fi nding is probably due to the higher 
number of consultants in the sample, where it is 
the accountability to their clients that drives the 
need to use data to measure eff ectiveness of their 
marketing eff orts.

However, when analysing the usage of other 
digital marketing activities that could be of 
strategic value to business (such as UX testing), 
it is noted that it is not treated as a priority. Th is 
shows that the elementary understanding of 
digital marketing analytics is correlated with 
the lack of optimal usage of digital marketing 
analytics, where marketers are focused on looking 
at what happened rather than using the data 
strategically for future campaigns. Th is further 
refl ects the amateur level of digital marketing 
analytics industry in South Africa and the need 
to improve awareness and understanding of the 
value it off ers.

• Challenges that businesses face when 
implementing digital marketing analytics: 

Th e lack of awareness and understanding of 
digital marketing analytics is driven by the lack 
of willingness by leadership to learn. Th is lack of 
education has an infl uence on the success of the 
business. Th e lack of education and understanding 
among digital marketers infl uences a culture that 
is circumspect regarding the adoption of digital 
marketing analytics in business.

Th e analytics skills shortage is South Africa is 
concerning, and there is a noticeable trend of 
companies driving internal training initiatives 
to up-skill their current staff  in digital marketing 
analytics. Analysts can only derive valuable 

insights if they have the correct tools to work 
with. Unfortunately, the research shows that due 
to the lack of understanding of digital marketing 
analytics amongst leadership (who are in charge 
of making the decisions on which tools to invest 
in), the optimal tools are oft en not put into place.

In conclusion, the lack of understanding of digital 
marketing analytics leads to a lack of optimal usage 
to derive the value of digital marketing analytics. 
South Africa is in its infancy in digital marketing, 
and a signifi cant level of education and practice 
is needed for South African marketers to evolve 
into seasoned and eff ective digital marketers.

MANAGERIAL IMPLICATIONS 
Th e results of this study provide important 
insights to organisations to make better use of 
digital marketing analytics to guide the marketing 
activities of organisations. Th e following 
recommendations to these organisations are 
made:

• Defi ne the company’s digital marketing goals 
Th ese need to be in line with their business goals, 
and will enable management to make more 
informed decisions about what data to collect and 
how to utilise the data for future decisions. Th ese 
digital marketing goals then need to be matched 
to current capabilities and communicated to 
guide analysts on how to approach projects.

• Create a culture of adoption 
Marketing teams need a culture shift  in adopting 
an analytical marketing approach, and once the 
value is proven, then top management should 
focus on driving an analytical culture in the 
organisation. Management will also need to 
facilitate collaboration between marketing and 
IT departments to develop systems to capture the 
information that is required.

• Focus on skills development 
Companies need to develop analysts who 
understand analytics and business. Mela and 
Moorman (2018) found that some marketing 
analysts are good at math and some are good 
at explanations and connecting to business 
implications. Th e research fi ndings show that 
there is diffi  culty in fi nding analytics skills in 
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South Africa, particularly individuals who are 
knowledgeable across two functional areas. 
Th erefore, it is imperative for companies to spend 
time on developing the skills internally through 
mentoring, training and guidance.

• Start with a simple measurement process 
Companies need to identify a set of criteria for 
determining which marketing activities will 
benefi t from analytics investment. Th e criteria 
should include the expected fi nancial impact, 
time required for implementation, fi t with the 
business strategy, risks, internal resources and 
potential challenges. Th e research shows that 
measuring campaign performance is the most 
common activity that most businesses start with 
when implementing digital marketing analytics, 
and this activity thus has a high adoption rate. 
Th e fi ndings highlight that there are some basic 
methods that businesses can employ when 
designing a measurement process.

RECOMMENDATIONS FOR FUTURE 
RESEARCH 
Th is research study is exploratory, which provides 
several opportunities and directions for research. 
First, researchers could do a quantitative study 
with a representative sample to verify the fi ndings 
of this study

Second, the research also displayed the skills 
gap that exists in digital marketing analytics. 
Th erefore, future research could examine this 
skills gap further by identifying the drivers, the 
impact on the industry, and how the gap could 
be fi lled.

Th e biggest issue derived from the research is the 
lack of awareness and understanding about the 
value that digital marketing off ers to businesses. 
Th is can be studied in detail to understand why 
there is a lack of awareness and what can be done 
to overcome this challenge by assessing those 
companies that have managed to successfully run 
digital marketing analytics. Th e research showed 
that the banking industry was forward thinking 
in their marketing analytics, and therefore an in-
depth study within banking is likely to provide 
an indication of the best practice in South Africa. 
Benchmarking studies could be conducted with 
other industries.

Finally, a longitudinal study aft er an intervention 
to implement digital marketing analytics in an 
organisation could provide insights into the 
eff ectiveness of the intervention, as to whether 
the inhibiting issues had been addressed.
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ABSTRACT 
Consumers use the Internet to search for 
information about the products and services, 
however, they rarely use it to make purchases. 
Th is gap inspires the research to examine how 
consumers’ perceptions of website information 
quality and security infl uence satisfaction and 
trust, and their eff ects on loyalty in online shopping. 
Th is study adopts a quantitative research approach 
in the B2C e-commerce context in South Africa. A 
non-probability purposive sample technique was 
used to select consumers who purchase products 
and services from traditional retailers’ websites 
and online stores. A total of 200 structured, self-
administered questionnaires were distributed to 
collect data from cross-sectional survey, yielding 
75.5% response rate. Data was analysed using 
multivariate data analysis techniques. Results 
show that consumers’ perceptions of website 
information quality and security have signifi cant 
and positive eff ects on satisfaction and trust, and 
that satisfaction has a positive and signifi cant 
infl uence on their loyalty towards the website. Th e 
results contribute to literature on e-commerce in 
an emerging African market and off er managerial 
implications for website managers to improve 
consumers’ perceptions of website information 
quality and security, which infl uence satisfaction 
and trust. Satisfaction will build customer loyalty 
towards the website in high competitive online 
shopping market.

Key words – e-commerce, website attributes, 
satisfaction, trust, loyalty. 

INTRODUCTION AND BACKGROUND 
Loyalty is viewed as a value-adding asset which 
contributes to a store’s competitive advantage 
and strongly improves its overall market 
performance (Sharma, 2017:57). Customer 
loyalty is a success factor in today’s competitive 

global markets (Sharma, 2017), where a fi rm 
can obtain opportunities to make profi t by 
lowering the marketing cost and retaining the 
current customers than acquiring the new ones 
(Shafi ee & Bazargan, 2018). Th e main benefi ts of 
customer loyalty include reduced acquisition cost, 
increased customer willingness to pay a higher 
price, repeat sales, strong resistance against the 
marketing eff orts of competitors and the spread of 
positive word-of-mouth communication among 
consumers (Pee, Jiang & Klein, 2018).

Despite the scope of the research on consumers’ 
behaviour of online shopping based on their 
loyalty to a website, there is limited research 
perspective on consumers’ perceptions of website 
information quality and security and how these 
attributes impact satisfaction and trust, and their 
eff ects on customer loyalty (Nasimi, Nasimi & 
Basit, 2018; Dhiranty, Suharjo & Suprayitno, 
2017; Ahmad, Rahman & Khan, 2017).

Few studies have examined the eff ects of website 
attributes on customer satisfaction (Lopez, Virto 
& San-Martin, 2018; Pee et al., 2018; Ahmad et 
al., 2017) and customer trust (Oliveira, Alhinho, 
Rita & Dhillon, 2017; Blagoeva & Mijoska, 
2017). Others studies have examined the eff ects 
of website service quality on customer loyalty 
(Shafi ee & Bazargan, 2018; Bertozzi & Krishnan, 
2017; Sharma, 2017). Some have examined the 
consumer perception of website fl ow (i.e. the 
psychology state of consumer involvement in 
browsing a website) (Lopez et al., 2018; Bilgihan, 
2016), however, there is scant research studies on 
consumers’ perceptions of website information 
quality (Ahmad et al., 2017) and security (Shafi ee 
& Bazargan, 2018; Maiyaki & Mokhtar, 2016) and 
how they could infl uence satisfaction and trust 
towards a website, thereby fostering customer 
loyalty. It may not be ideal considering the variety 
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of website attributes (website design, interface 
quality, layout, performance, system quality and 
privacy) that could infl uence the satisfaction, 
trust and loyalty of online customers.

Th e research approach adopted in this study was 
used earlier in a B2C e-commerce context by 
Eid (2011:83), who examined the eff ects of user 
interface quality, information quality, security 
and privacy on customer satisfaction, trust and 
loyalty, which has gained support from many 
research studies (Nasimi et al., 2018; Tunali & 
Aytekin, 2018; Dhiranty et al., 2017; Hidayat, 
Saiff ulah & Ishak, 2016). Th ese studies have 
confi rmed that consumers’ perception of website 
information quality positively and signifi cantly 
infl uence customer satisfaction (Nasimi et al., 
2018; Hidayat et al., 2016; Amini & Akbari, 
2014; Eid, 2011) and customer trust (Hidayat et 
al., 2016). Moreover, the empirical data shows 
a signifi cant and positive eff ect of consumers’ 
perception of security on customer satisfaction 
(Nasimi et al., 2018; Dhiranty et al., 2017) and 
customer trust (Nasimi et al., 2018; Dhiranty et 
al., 2017; Eid, 2011).

Despite a signifi cant and positive eff ect of 
customer satisfaction on customer loyalty in 
online shopping (Tunali & Aytekin, 2018; Lopez 
et al., 2018; Sharma, 2017; Ahmad et al., 2017; 
Eid, 2011), few studies have found a signifi cant 
and positive eff ect of customer trust on customer 
loyalty (Tunali & Aytekin, 2018; Bertozzi & 
Krishnan, 2017; Dhiranty et al., 2017; Bilgihan, 
2016). Further, some studies have observed 
signifi cant and positive eff ects of both customer 
satisfaction and customer trust on loyalty (Nasimi 
et al., 2018; Pileliene & Grigaliunaite, 2016; 
Pratminingsih, Lipuringtyas & Rimenta, 2013). 
Th erefore, it is eloquent for website managers 
not only to understand how website attributes 
infl uence customer satisfaction, trust and 
loyalty, but also to understand how consumers’ 
perceptions of website information quality and 
security infl uence satisfaction and trust, and their 
subsequent eff ects on loyalty. Research on this 
topic is still limited in the area of e-commerce in 
emerging markets such as South Africa.

Th is paper investigates these issues by proposing 
a conceptual framework of online shopping that 

examines the eff ects of consumers’ perceptions 
of website information quality and security on 
satisfaction and trust, and the resultant eff ects on 
loyalty. Th e study specifi cally focuses on the eff ects 
of website attributes on customer satisfaction 
and trust, and their eff ects on customer loyalty. 
A sound grasp of these factors could improve 
website patronage and would also assist website 
managers to increase competitiveness in South 
Africa’s online market economy.

In South Africa, the estimated market value of 
the e-commerce industry is $2.3 billion annually, 
with close to 17.1 million people or 31% of the 
country’s population purchasing products and 
services on the Internet. Each online shopper 
could spend more than $136 or R1 800 on the 
Internet annually (Digital Statistics in South 
Africa, 2017). However, online retail growth in 
2018, which represented 25% growth over the 
year 2017, was unexpected, given the previous 
estimations that online retail growth would be 
slow, below 20% by 2018 (Goldstuck, 2019).

As online retail growth continued to strengthen in 
South Africa since the period 2017 to 2018, only a 
small decline in the online growth rate is expected 
in the years 2019 to 2020 (Goldstuck, 2019). Th is 
growth rate increases the interest of researchers 
to examine the eff ects of website attributes on 
satisfaction and trust, and the resultant infl uence 
on loyalty of online shoppers. A major concern of 
website marketing management is to determine 
the attributes that infl uence customer satisfaction 
and trust in an eff ort to improve loyalty towards 
the website (Nasimi et al., 2018; Dhiranty et al., 
2017; Hidayat et al., 2016; Eid, 2011). In order to 
develop loyalty with online customers, website 
marketers must design strategies directed toward 
improving consumers’ perceptions of website 
information quality and security in order to 
improve their satisfaction and trust as the critical 
moderating factors on customer loyalty towards 
the website (Dhiranty et al., 2017; Pileliene & 
Grigaliunaite, 2016; Hidayat et al., 2016).

Th is paper contributes to the body of knowledge 
of B2C e-commerce on the eff ects of website 
attributes on customer satisfaction and trust, 
and the resultant infl uence on customer loyalty. 
Managerial implications of this study will help 
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to improve consumers’ perceptions of website 
information quality and security to improve 
satisfaction and trust, which may result in 
customer loyalty in B2C e-commerce market 
in South Africa. Understanding perceptions of 
information quality and security would enable 
website managers to deploy marketing strategies 
that drive online shoppers towards their website 
to increase their online customer-base.

Th e fi ndings of this study not only contribute to 
literature on B2C e-commerce from an African 
perspective, but also shape the marketing 
activities to promote customer satisfaction and 
trust, and thereby, customer loyalty − two fi elds 
which are, at present, under-researched.

PROBLEM DESCRIPTION AND PRIMARY 
OBJECTIVE 
In South Africa, as elsewhere in the world, B2C 
e-commerce has brought intense competition 
as many ‘brick and mortar’ shops migrate to 
e-commerce platforms to take advantage of the 
burgeoning e-commerce market (Kruh, 2017). 
To achieve a competitive advantage, a website of 
a company has to present adequate information, 
compelling design and appealing attributes 
(Ahmad et al., 2017).

Perceptions of website information quality and 
security have been identifi ed in the literature 
as the key factors infl uencing the consumers’ 
behaviour of online shopping (Nasimi et al., 2018; 
Dhiranty et al., 2017; Eid, 2011). However, the 
extent to which these factors impact satisfaction 
and trust of customers, and ultimately, their 
loyalty to the website, has received less research 
attention, particularly in the fi eld of online 
shopping in emerging markets such as South 
Africa (Mpinganjira, 2014; Beneke, Scheff er & 
Du, 2010; Brown & Jayakody, 2008; Barnard & 
Wesson, 2004). Brown and Jayakody (2008:177) 
observed an insignifi cant eff ect of website 
information quality on customer satisfaction. 
It has been found by Brown and Buys (2005:35) 
that consumers’ perception of website security 
does infl uence overall satisfaction with Internet 
banking websites, although information content 
does not. From this background, research study 
on the role of website information quality and 
security in online shopping in needed.

Moreover, South Africa has not embrace the 
e-commerce growth to match the global standards 
− not only because of inadequate broadband 
coverage, but also due to factors such as lack 
of trust in online payments and consumers not 
knowing which websites are safe and which ones 
should be avoided due to high credit card fraud 
(Makhitha, 2018).

Th e current study bridges this gap by proposing 
a conceptual framework of online shopping that 
examines the eff ects of consumers’ perceptions 
of website information quality and security on 
satisfaction and trust, and their eff ects on loyalty. 
Against the background above, the main objective 
of the study was to examine how consumers’ 
perceptions of website information quality and 
security infl uence their satisfaction and trust, and 
the resultant eff ects on loyalty, when purchasing 
from the websites in South Africa.

Th e remaining sections in this paper discuss the 
literature review and hypotheses development. 
Th is is followed by discussion of the research 
methodology, results and the conclusion, which 
includes theoretical contributions and managerial 
implications for website marketers.

LITERATURE OVERVIEW AND 
HYPOTHESES DEVELOPMENT 
E-commerce is defi ned as a technology which 
uses the Internet and computer networks to allow 
consumers to search for information as well as 
to purchase a product or a service (Jukariya & 
Singhvi, 2018:2558). B2C e-commerce is defi ned 
as the use of Internet to enable consumers to 
directly purchase products and services from 
a website. Th e website can be accessed quickly 
and easily, from the comfort of the consumer’s 
home or offi  ce, from any country in the world 
(Rani & Sripathi, 2017; Formanek & Zaborsky, 
2017; Sharma, 2017). Based on this defi nition, 
this paper describes e-commerce as the use of a 
secure website to search for quality information 
and directly purchase products or services.

Th e technology applications of website marketing 
resonate with consumer’ buying behaviour, 
which is the process of using the Internet to 
search, select, buy, and use goods and services 
that will satisfy their needs and desires (Jukariya 
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& Singhvi, 2018; Maiyaki & Mokhtar, 2016; 
Bauboniene & Guleviciute, 2015). Th is process 
should lead to favourable consumer behaviour, 
with the formation of a bond between the buyer 
and the seller (Maiyaki & Mokhtar, 2016).

Th is study examines consumers’ perceptions 
of information quality and security as the 
critical website attributes infl uencing customer 
satisfaction and trust, and their resultant eff ects 
on customer loyalty. Research in this fi eld has 
examined the interrelationship between customer 
satisfaction and customer trust as determinants of 
customer loyalty, and their antecedents, namely, 
consumers’ perceptions of the website interface 
quality, information quality, privacy and security 
(Nasimi et al., 2018; Dhiranty et al., 2017; Ahmad 
et al., 2017; Eid, 2011).

Investigating consumers’ perceptions of website 
privacy and security as precursors of customer 
trust, Belanger, Hiller and Smith (2002) found 
that online shoppers value the security attribute 
higher than the privacy provided by the website. 
Prior studies have corroborated that security has 
a signifi cant and positive infl uence on customer 
trust (Nasimi et al., 2018; Dhiranty et al., 2017; 
Eid, 2011) and customer satisfaction (Nasimi et al., 
2018; Dhiranty et al., 2017; Guo, Ling & Liu, 2012). 
Th e importance of these two factors − security 
and trust − and their critical eff ects on loyalty, has 
been emphasised in numerous studies (Tunali & 
Aytekin, 2018; Lopez et al., 2018; Sharma, 2017; 
Ahmad et al., 2017; Dhiranty et al., 2017; Bertozzi 
& Krishnan, 2017; Bilgihan, 2016; Eid, 2011). Th e 
eff ects of these two factors on customer loyalty 
have been measured in e-commerce consumer 
behaviour studies (Nasimi et al., 2018; Pileliene 
& Grigaliunaite, 2016; Pratminingsih et al., 2013).

However, when consumers search for information 
about products and services on a website, their 
experience of the website may signifi cantly aff ect 
their buying decision (Ahmad et al., 2017). 
When buying a high-involvement product (i.e. 
expensive) or service on the internet, consumers 
may feel suspicious about their fi nancial data 
being misused. Th us, perceived security risk 
may have a strong eff ect on customer trust (Bart, 
Shankar, Sultan & Urban, 2005).

Perceptions of information quality infl uence 
consumers’ evaluation of a website (Lopez et 
al., 2018). In particular, these perceptions can 
directly and positively infl uence the website 
fl ow (i.e. the psychological involvement when 
browsing a website) (Lopez et al., 2018). In other 
words, when consumers fi nd quality information, 
uncertainty and perceived risk are removed (Zeng 
& Richardson, 2015). Th is motivates consumers 
to prioritise the website content and the security 
of online shopping (Minimol, 2018).

However, even if a website could fulfi ls customers’ 
satisfaction levels (Minimol, 2018), online 
customers are likely to make a trial purchases 
on the same website before repeat purchasing 
(Anderson & Swaminathan, 2011). Satisfaction 
does not automatically translate into loyalty, 
even if customer loyalty does lead to satisfaction 
(Shafi ee & Bazargan, 2018). Th is suggests that 
satisfaction is not a direct precursor of attitudinal 
loyalty, since a satisfi ed customer may still defect 
(Kassim & Abdullah, 2008). In such situations, 
customer trust in the website plays a pivotal role 
in maintaining long-term customer relationships 
(Bart et al., 2005). Customer trust is a key factor 
of attitudinal loyalty (Pileliene & Grigaliunaite, 
2016). In addressing the challenge of building 
customer loyalty, this study contributes to the 
theoretical application of website attributes of 
information quality and security in e-commerce 
marketing strategy to help build customer loyalty. 
Th e signifi cant and positive eff ects of customer 
satisfaction and trust towards loyalty were also 
recognised in the conceptual ‘e-loyalty model’ 
for travel reservation websites (Tunali & Aytekin, 
2018).

Th eories of consumer behaviour of online 
shopping 
Th is paper defi nes online shopping within the 
view of the Information System Success Model 
proposed by DeLone and McLean (1992). Th e 1992 
model was primarily designed to assist businesses 
to measure their investments in information 
technologies and e-commerce (Tunali & Aytekin, 
2018), and was revised in 2004 to incorporate net 
profi t margins, user satisfaction, usability, service 
quality, system quality and information quality. 
Th e characteristics of service quality, system 
quality and information quality are viewed as the 
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three key elements necessary for the success of an 
online business (Nasimi et al., 2018).

Commitment and trust theory developed by 
Morgan and Hunt (1994:22) is viewed as one of 
the most essential relationship marketing theory 
to date. Trust, commitment and satisfaction are 
critical dimensions of relationship marketing 
cited mostly in the literature due to addressing 
the general essence of relationships (Agariya & 
Singh, 2010).

Th e eff ect of website information quality 
perception on customer satisfaction and trust 
Information quality can be defi ned as 
information which is organised in an appropriate 
and detailed format, which is complete and 
updated and which is communicated accurately 
and consistently. It must also be easy to read, 
interpret and understand, and must be relevant, 
useful, reliable, trustworthy and timely (Bertozzi 
& Krishnan, 2017; Berraies, Chtioui & Yahia, 
2015; Chen, Rungruengsamrit, Rajkumar & Yen, 
2013). Studies have found information quality to 
have a positive and signifi cant eff ect on customer 
satisfaction with online experience (Nasimi et al., 
2018; Dhiranty et al., 2017; Hidayat et al., 2016). 
It is therefore hypothesised that:

H1: Information quality has a signifi cant and 
positive eff ect on customer satisfaction.

Th ere is no doubt that customers trust a website 
that presents quality information which is 
relevant, consistent and regularly updated, which 
they can read and understand easily (Berraies 
et al., 2015). Studies have found a positive and 
signifi cant infl uence of consumer perception of 
website information quality on customer trust 
(Hidayat et al., 2016; Berraies et al., 2015; Brilliant 
& Achyar, 2013). It is therefore hypothesised that:

H2: Information quality has a signifi cant and 
positive eff ect on customer trust.

Th e eff ect of security perception on customer 
satisfaction and trust 
Perceived security protection is the belief that 
the entire online transaction, including credit 
card, e-mail, method of payment and privacy, 
will be protected by the website and kept safe 

from unauthorised persons, fraud, identity 
theft  and fi nancial loss (Maiyaki & Mokhtar, 
2016; Bin Dost, Illyas & Rehman, 2015; Quach, 
Th aichon & Jebarajakirthy, 2015). Prior studies 
have found that consumer perception of security 
have a positive and signifi cant eff ect on customer 
satisfaction (Nasimi et al., 2018; Dhiranty et al., 
2017; Radziszewska & Czestochowska, 2013). It 
is therefore hypothesised that:

H3: Security has a positive and signifi cant eff ect on 
customer satisfaction.

In has been argued by Jarvenpaa, Tractinsky and 
Vitale (2000:45) that a lack of customer trust in 
terms of honesty and competence of the merchant 
to fulfi l an order is the long-term barrier for the 
growing potential of Internet marketing. Th ese 
authors believe that website transactional security 
is rather a short-term technological problem as 
the substantial long-term problem for consumers 
is who to trust. Perceived security increases 
the value of technology applications, and helps 
to achieve high levels of trust in e-commerce 
(Nasimi et al., 2018; Formanek & Zaborsky, 2017; 
Gupta & Dubey, 2016; Eid, 2011). It is therefore 
hypothesised that:

H4: Security has a positive and signifi cant eff ect on 
customer trust.

Th e eff ect of customer satisfaction on customer 
loyalty towards the website 
In marketing literature, customer satisfaction 
is the principal goal of marketing (Kotler & 
Keller, 2006). Oliver (1997:23) defi nes customer 
satisfaction as:

…the overall psychological state evolving 
when a consumer compares his or her 
emotions about a condition from prior 
feelings about the consumption experience 
with the disconfi rmed expectation.

In e-commerce, customer satisfaction extends 
beyond the perception of products and services 
and includes a feeling of fulfi lment aft er 
evaluating the overall shopping experience 
through post-purchase evaluation (Ahmad et 
al., 2017; Anderson & Swaminathan, 2011). 
Customer satisfaction has been defi ned in 
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e-commerce as the cumulative evaluation of the 
relationship between a customer and a website 
(Pee et al., 2018; Ahmad et al., 2017; Hidayat et 
al., 2016). Th e literature of e-commerce, (Nasimi 
et al., 2018; Mpinganjira, 2014; Amini & Akbari, 
2014), regards customer satisfaction as the overall 
evaluation of the retailer’s website service. Studies 
have emphasised that customer satisfaction has a 
signifi cant and positive eff ect on customer loyalty 
(Nasimi et al., 2018; Sharma, 2017; Eid, 2011). It 
is therefore hypothesised that:

H5: Customer satisfaction has a positive and 
signifi cant eff ect on customer loyalty.

Th e eff ects of customer trust on customer loyalty 
towards the website 
In marketing literature, trust is defi ned as “a 
person’s willingness and confi dence to rely on 
an exchange partner” (Moorman, Zaltman & 
Deshpande, 1992:315). In e-commerce, customer 
trust has been described as the level of the 
customer’s feeling of confi dence in an exchange 
partner and in the website exchange channel 
itself (Sharma, 2017). Trust has been defi ned as 
consumers’ attitude of confi dent expectation 
that their vulnerabilities will not be violated or 
exploited in an online situation involving risks 
(Oliveira et al., 2017; Gupta & Dubey, 2016; 
Hidayat et al., 2016). Because consumers only 
interact with a website interface, a lack of trust 
is viewed as the most obvious reason deterring 
consumers from buying on the Internet (Oliveira 
et al., 2017; Gupta & Dubey, 2016; Bin Dost et 
al., 2015). To develop loyal customers, website 
marketers must fi rst establish the prerequisite 
of customer trust (Berraies et al., 2015). Studies 
examining customer trust in the e-commerce 
context confi rm a signifi cant and positive eff ect 
of customer trust on customer loyalty towards a 
website they use to make a purchase (Dhiranty 
et al., 2017; Hidayat et al., 2016; Berraies et al., 
2015). It is therefore hypothesised that:

H6: Customer trust has a positive and signifi cant 
eff ect on customer loyalty.

Customer loyalty 
Oliver (1999:34) defi nes customer loyalty as 
follows:

…a strong commitment to consistently prefer 
to repatronise or repeat purchase a product 
or a service in the future, which results in the 
repeat purchase of the same brand or brand set, 
despite any attractive situational competitive 
eff ects and marketing eff orts that might have 
the potential to trigger a switching behaviour.

In e-commerce literature, customer loyalty can be 
defi ned as a preferential customer attitude towards 
a website, which manifests itself in the customer’s 
decision to consistently re-purchase products 
or services from the same website (Shafi ee & 
Bazargan, 2018; Tunali & Aytekin, 2018; Ahmad et 
al., 2017). Customer loyalty has been described as 
a “preferential consumer attitude and behavioural 
responses toward a product … over a long time” 
(Engel, Kollat & Blackwell, 1982:231). Th e general 
features of consumer attitude and behaviour play 
important role in customer loyalty (Jain & Sareen, 
2015; Ismail & Safa, 2014; Pratminingsih et al., 
2013).

Hypothesised model 
Based on Information System Success Model, the 
study considers website information quality and 
security as key website elements for the success 
of online businesses. Trust, commitment and 
satisfaction are critical elements of relationship 
marketing theory which is incorporated in the 
model to help explain the eff ects of consumers’ 
perceptions of website information quality and 
security on customer satisfaction and trust which, 
in turn, improve customer loyalty. Th e proposed 
study model is outlined in Figure 1 below.

RESEARCH METHODOLOGY 
Th e study implements a quantitative research 
technique (Malhotra, 2007). A self-administered 
questionnaire was used to collect cross-sectional 
data from customers who stated that they had 
purchased products and services from the 
traditional retail websites and online stores in 
South Africa. Th e pilot test (N50) assessed the 
sample errors and measurement errors (i.e. the 
representativeness of the sample and respondents’ 
understanding of the meaning of questions and 
their wording), and the sequence and the time 
it takes for a respondent to complete a self-
administered questionnaire consisting of two 
sections. Th e feedback obtained from the pilot 
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and the results aid to design the fi nal version of 
the questionnaire, which was approved by two 
academics who are members of the research ethics 
committee and knowledgeable on the topic.

Population and sample 
Th e target population for the study included 
individuals in the city of Johannesburg, Gauteng 
province, South Africa, which according to 
Department of Communications (1999:28) off ers 
good technology infrastructure and services 
that can be accessed and aff orded by many 
people. Th e study conducted face-to-face surveys 
using a consumer intercept method (Wiid & 
Diggnes, 2016) in the shopping malls. Th e study 
selected the sample on the presumption that 
the sample defi nes the target population of the 
study (Dillion, Madden & Firtle, 1993). A non-
probability purposive sampling was used to 
select only consumers who state that they have 
purchased a product or a service from a website 
in the previous six months’ prior the study. Two 
hundred questionnaires were distributed for self-
administering procedure. Th e sample size was 
the same as that used in the prior similar studies 
(Brilliant & Achyar, 2013; Eid, 2011).

Measuring instrument and data collection 
Section 1 contained a screening question 
assessing whether consumers had purchased 
a product or a service online. Th is ensured 
that only respondents who had shopped from 
the websites in the past six months would be 

included in the study. Th e screening question 
was followed by the demographic questions on 
gender, age and income aft er tax. Th e questions 
also elicited the customers’ preferred website for 
making purchases and the length of time they 
had been using that website to purchase products 
or services.

Th e respondents were asked to consider their 
preferred website when answering the questions 
in Section 2 of the questionnaire. Section 2 of the 
questionnaire contained 22 questions which were 
adopted from scales which had been validated in 
the previous research (Eid, 2011:93). Th ese item-
scales were used to measure website information 
quality and customer trust (fi ve questions), and 
security, customer satisfaction and customer 
loyalty (four questions). Th is scale measuring 
approach appears in a number of prior studies 
on the eff ects of website attributes on customer 
satisfaction and trust (Nasimi et al., 2018; Tunali 
& Aytekin, 2018; Dhiranty et al., 2017; Brilliant 
& Achyar, 2013). Th e respondents were asked to 
answer all the 22 questions for the fi ve consumer 
behaviour of online shopping attributes using a 
fi ve-point Likert scale, ranging from (1) strongly 
disagree to (5) strongly agree.

Data was collected over the period of a month 
by well-trained fi eldworkers who followed strict 
ethical behaviour guidelines (e.g. explaining the 
purpose of the study, maintaining objectivity and 
high standards and avoiding misrepresentation). 

FIGURE 1: PROPOSED RESEARCH MODEL
SOURCE: RESEARCHER’S OWN CONSTRUCT
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Th e ethical treatment of participants was 
ensured (i.e. respondents were not deceived in 
any manner, their verbal informed consent was 
requested to participate, their right to refuse to 
participate or to discontinue participation and 
their rights to privacy were explained). Th e survey 
participation instructions were explained and 
anxiety, animosity and confl icts were avoided) 
(Wiid & Diggnes, 2016).

Data analyses 
Aft er discarding incomplete and illegible 
questionnaires, data from 151 questionnaires was 
processed through coding, editing and tabulating 
into the Statistical Package of Social Science 
(SPSS) Version 25.0 for Windows. Multivariate 
statistical methods (e.g., descriptive statistics, 
reliability and linear regression analysis) were 
analysed in the data. Specifi cally, the values of the 
arithmetic mean, standard deviation, skewness 
and kurtosis, Cronbach’s alpha, Tolerance and 

Variable Infl ation Factor (VIF), standardised 
coeffi  cients and t-Test were calculated in this 
study. Th e results of a conceptual framework 
show the proposed relationships between the 
factors measured to achieve the objectives of this 
study.

EMPIRICAL RESULTS 
Sample description 
From a total of 200 self-administered 
questionnaires, 151 were complete and found 
to be valid, yielding a response rate of 75.5%. 
Most of the respondents were female (58.9%). 
Th e majority segment was aged between 18-24 
years old (37.7%) and just over a half (51.0%) 
earned R7,000 aft er tax. Th e preferred websites 
were Takealot.com (9.3%), Spree (8.6%), and 
Superbalist (6%). Many respondents (33.8%) had 
been shopping on these websites for at least one 
year or longer but less than three years.

TABLE 1 RELIABILTY ASSESSMENT

Constructs Items Scale N Mean Standard 
Dev.

Item-
total α Value

Information Quality 5 IQ1. 151 3.80 .880 .470 .809
IQ2. 151 3.82 1.102
IQ3. 151 3.97 .887
IQ4. 151 3.90 1.038
IQ5. 151 3.97 .941

Security 4 SE1. 151 3.85 1.088 .659 .886
SE2. 151 3.68 1.117
SE3. 151 3.50 1.131
SE4. 151 3.70 1.106

Satisfaction 4 CS1. 151 3.70 1.031 .496 .796
CS2. 151 3.67 1.081
CS3. 151 3.70 .987
CS4. 151 3.65 1.047

Trust 5 CT1. 151 3.80 1.089 .473 .770
CT2. 151 3.84 1.014
CT3. 151 3.66 1.019
CT4 151 2.91 1.229
CT5. 151 3.04 1.171

Loyalty 4 CL1. 151 3.92 1.099 .586 .847
CL2. 151 3.77 1.174
CL3. 151 3.44 1.220
CL4. 151 3.27 1.265
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Descriptive statistics of the constructs and 
reliability test 
Table 1 indicates the descriptive statistics of the 
factors (using mean and standard deviation), 
item-total correlation and the reliability analysis 
of the factors. Th e aim was to test the quality of 
data used to measure the objectives of this study 
and increase the quality of empirical results.

Information quality had one item with a highest 
mean value (IQ5; M =3.97). Trust had one item 
with a lowest mean value (CT5; M =3.04) and 
another item (CT4; M =2.91) which was below 
the average score of 3 was deleted in the item-
total correlation and reliability analysis.

Customer loyalty towards the website had an 
item with a highest standard deviation (CL4; SD 
=1.265) while website information quality had 
an item with a lowest standard deviation (IQ1; 
SD =.880). Th e item-to-total correlation tested 
convergent validity, with an acceptable range from 
.2 to .4 (Pallant, 2010). Information quality (.470), 
customer trust (.473) and customer satisfaction 
(.496) had values that fi t in the acceptable range 
of .4.

Table 1 shows the reliability analysis of the factors 
performed using Cronbach’s alpha to tests the 
internal consistency of the factors with the alpha 
coeffi  cients ranging from 0 to 1 (Malhotra, 2007). 
Th e closer the alpha coeffi  cients to 1, the higher 
the internal consistency and reliability (Pallant, 
2010). Th e factors in this study had Cronbach 
alpha coeffi  cients above 0.7, which shows a 
good internal consistency and reliability of data 
(Hair, Wolfi nbarger, Ortinau & Bush, 2010), and 
therefore show an acceptable internal consistency 
to test the relationships of the variables in the 
model. Consumers’ perception of security had 
the highest internal consistency of 0.886 while 

customer trust with four items had a lowest 
internal consistency of 0.770.

Table 2 shows descriptive statistics of the 
constructs. Th e data collected from 151 
respondents ranged from 1.25 to 5 on perceived 
security. Th e arithmetic mean or averages were 
all above 3, with standard deviation ranging 
from 0.73313 to 1.02908, thus, showing the 
symmetrical distribution of values around the 
arithmetic mean. Th e mean values ranged from 
customer trust (M =3.45; SD =.70587), loyalty 
(M =3.49; SD =1.02908), satisfaction (M =3.67; 
SD =.81720), security (M =3.68; SD =.95837) 
and information quality (M =3.89; SD =.73313), 
indicating a strong convergent validity which 
confi rm the quality of the quantitative data.

A distribution curve showed negative skewness 
values with the scores grouping at the upper right-
hand direction, with standard error of (St. Error 
=.197) ranging from customer satisfaction (-.318) 
with the lowest value, followed by security (-.327), 
loyalty (-.421), trust (-.530), and information 
quality (-.816) had the highest value. Kurtosis 
values with standard error of (Std. Error =.392) 
ranged from loyalty (-.300) with the lowest value, 
followed by security (-.608), satisfaction (.201), 
information quality (1.236), and trust (1.573) had 
the highest value. Positive kurtosis values showed 
a peaked distribution curve where the scores 
group at the centre of the normal distribution 
curve (Pallant, 2010). Th e information in Table 
2 may be necessary for the section on reporting 
technique when referring to the diff erences in the 
sample (Pallant, 2010).

Th e study examined the signifi cance of the 
conceptual model. Table 3 shows the results of 
the linear multiple regression for the hypotheses 
testing of the mediating eff ects of the proposed 

TABLE 2: DESCRIPTIVE STATISTICS OF THE CONSTRUSTS

Construct Items N Minimum Maximum Mean Std. Dev. Skewness Kurtosis
Information 
Quality 5 151 1.00 5.00 3.8927 .73313 -.816 1.236

Security 4 151 1.25 5.00 3.6805 .95837 -.327 -.608
Trust 4 151 1.00 5.00 3.4503 .70587 -.530 1.573
Satisfaction 4 151 1.00 5.00 3.6788 .81720 -.318 .201
Loyalty 4 151 1.00 5.00 3.4923 1.02908 -.421 -.300
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relationships between consumers’ perceptions 
of website information quality and security 
and satisfaction and trust, and interchangeably, 
among satisfaction and trust towards loyalty.

Based on linear regression analytical approach, 
the study evaluated the signifi cance of each of 
the independent factors in the conceptual model 
and test the overall fi t of the conceptual model to 
the data set (Pallant, 2010). Th e study tested the 
ANOVA of the regression model. According to 
Pallant (2010:151), multiple regression analysis 
rejects multicollinearity, which occurs if the 
independent factors are highly correlated (R =.9 
and above) and singularity, which occurs if one 
independent factor is an interaction of other 
independent variables. Th e multicollinearity tests 
show that the fi rst regression model (R =.683), 
the second regression model (R =.577), and the 
third regression model (R =.594) were free from 
multicollinearity and singularity.

Th e ANOVA had the F-ratios which show the 
statistical signifi cance of the regression models 
(Hair et al., 2010:157). Th e R² range from 0 to 1; 
the closer the R² is to 1, the stronger the linear 
relationship between the variables (Dillion et 
al., 1993). Th e fi rst regression model that tested 
the eff ects of consumers’ perceptions of website 
information quality and security on customer 
satisfaction showed (F = 64.621; p<.000) and had 
the R² closer to 1 (R² =0.466) than the second 
model (R² =0.333) that tested the infl uence of 
consumers’ perceptions of website information 
quality and security on customer trust (F =36.997; 
p<.000), and the third model (R²=0.353) that 

tested the eff ects of customer satisfaction and 
trust on loyalty (F =40.350; p< .000).

Th ese results indicate that 46.6% of customer 
satisfaction in the South African e-commerce 
market is largely determined by perceptions 
of website information quality and security, 
while 33.3% of customer trust is dependent on 
perceptions of the website information quality 
and security. Lastly, 35.5% of customer loyalty is 
predicted by customer satisfaction and customer 
trust of the website. Th is shows strong eff ects of 
website attributes on customer satisfaction.

Table 3 shows that the fi rst linear regression model 
testing the relationship between consumers’ 
perceptions of website information quality and 
security and customer satisfaction, showed the 
p values to be less than 0.05, which confi rms 
the signifi cant and positive eff ects of the website 
information quality and security on customer 
satisfaction, supporting H1 and H2, respectively. 
Th e standardised beta coeffi  cient of consumer 
perception of website information quality (β 
=0.393, p< 0.000) shows that it has a positive 
and signifi cant eff ect on customer satisfaction, 
while perception of security is the second factor 
(β =0.367, p< 0.039) to have a signifi cant and 
positive eff ect on customer satisfaction.

Th e second linear regression model that tested 
the relationship between consumers’ perceptions 
of website information quality and security and 
customer trust, showed the p values to be less than 
0.05, which confi rms a positive and signifi cant 
eff ect of the website information quality and 
security on customer trust, thereby supporting 

TABLE 3 MULTIPLE REGRESSION ANALYSIS

H IV DV Unstandardised 
Coeffi  cient

Standardised 
Coeffi  cient (t-values)

95% 
confi dence Sig Result

H1 IQ CS 0.438 0.393(5.169) .271 0.000 Accepted
H2 SE CS 0.313 0.367(4.829) .187 0.000 Accepted
H3 IQ CT 0.371 0.385(4.536) .209 0.000 Accepted
H4 SE CT 0.187 0.254(2.993) .064 0.003 Accepted
H5 CS CL 0.596 0.473(5.473) .381 0.000 Accepted
H6 CT CL 0.242 0.116(1.916) -.008 0.057 Rejected

* One-tailed probabilities: P < .05.
** One-tailed probabilities: P < .01.
*** One-tailed probabilities: P < .005.
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H3 and H4, respectively. Th e standardised beta 
coeffi  cient of consumer perception of website 
information quality (β =0.385, p< 0.000) showed a 
strong signifi cant and positive eff ect on customer 
trust while the standardised beta coeffi  cient of 
consumer perception of security (β =0.254, p< 
0.046) also had a signifi cant and positive eff ect on 
customer trust towards the website.

Th e third linear regression model that tested the 
relationship between customer satisfaction and 
trust and customer loyalty, showed the p value 
to be less than 0.05 for customer satisfaction, 
while customer trust moved slightly away from 
0.05 to 0.057. Th e standardised beta coeffi  cient 
of customer satisfaction (β =0.473, p< 0.000) 
showed a signifi cant and positive infl uence on 
customer loyalty. Th e results indicate that the 
standardised beta coeffi  cient of customer trust (β 
=0.116, p< 0.057) did not signifi cantly infl uence 
customer loyalty in e-commerce in South Africa, 
which supports H5 but rejects H6. Customer 
satisfaction is a precursor of customer loyalty 
towards the website. Th e insignifi cant eff ect of 
customer trust on customer loyalty (p< 0.057) 
could be attributed to factors such as sample size 
or a survey method used in this study.

Th e empirical evidence in this study not only 
substantiates the importance of using the Internet 
to search for, read and understand quality 
information, but also the signifi cant and positive 
eff ect of website information quality on customer 
satisfaction and trust. Th e results furthermore 

substantiate the moderating eff ects of satisfaction 
on customer loyalty towards the website, as 
depicted in Figure 2. Th e research model in Figure 
2 reveals that consumers’ perceptions of website 
information quality and security have positive 
and signifi cant infl uence on customer satisfaction 
and trust while customer satisfaction moderates 
this eff ect on customer loyalty.

In practice, website information quality is the 
stronger signifi cant factor, followed by security, 
in improving the customer satisfaction and trust 
toward the website. Th is feeling of satisfaction 
signifi cantly and positively determines customer 
loyalty in the growing and competitive South 
African e-commerce market. Th e results 
emphasise the important role of website 
information quality in helping consumers to fi nd 
the information they need before purchasing a 
product or a service from a website which satisfi es 
their behaviour of online shopping. Consumers 
view security as second factor infl uencing their 
satisfaction and trust. Th is satisfaction moderates 
the ability of these website attributes to stimulate 
long term customer loyalty.

DISCUSSION AND IMPLICATIONS 
Th is paper contributes theoretical and empirical 
evidence on the eff ects of website attributes on 
customer satisfaction and trust, with satisfaction 
determining customer loyalty in the South 
African online shopping perspective. Th is paper 
contributes insights in the B2C e-commerce 
literature by examining the Information System 

FIGURE 2 RESULTS OF THE CONSUMER BEHAVIOUR OF ONLINE SHOPPING
SOURCE: RESEARCHER’S OWN CONSTRUCT



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

1749

Success and relationship marketing theories, 
which help to explain the infl uence of website 
attributes on customer satisfaction, trust and 
loyalty. Th e study provides insights on the 
important role of consumers’ perceptions of 
website information quality, followed by security 
in improving their satisfaction and trust. 
Consumer perception of website information 
quality strongly infl uences his or her satisfaction, 
and post purchase evaluation of satisfaction has 
a signifi cant and positive infl uence on customer 
loyalty towards the website. Perception of website 
information quality is a key element that improve 
customer satisfaction (Nasimi et al., 2018).

Th eoretical contributions–From the theoretical 
perspective, the results show that the scale-
items adopted to examine customer loyalty and 
its determinants, such as customer satisfaction 
and trust in relation to various website attributes 
are reliable and valid. Th e conceptual model 
confi rms the eff ects of consumers’ perceptions 
of website information quality and security on 
their satisfaction and trust, and with satisfaction 
determining loyalty in B2C e-commerce in 
South Africa. Th is supports the applications of 
Information System Success and relationship 
marketing as critical theories in that consumers’ 
evaluations of the website information quality and 
security have signifi cant and positive infl uence 
on their satisfaction shopping experience, which 
in turn, improves their loyalty toward the website 
by fi rst meeting or exceeding their expectations. 
In relation to literature, the strong signifi cant 
and positive relationship between customer 
satisfaction and loyalty as echoed in the literature 
was also confi rmed in this study.

Th e study contributes to the literature of B2C 
e-commerce in numerous ways. First, the 
study observed that consumers’ evaluations 
of website information quality and security 
related to the traditional retail websites and 
online stores in the South African context can 
improve customer satisfaction and trust, and 
with satisfaction enhancing loyalty towards the 
website. Information quality on the website was 
found to have a strong signifi cant and positive 
eff ect on customer satisfaction and customer 
trust. Th is result is supported in prior studies 
in e-commerce that have measured customer 

satisfaction (Nasimi et al., 2018; Dhiranty et al., 
2017; Hidayat et al., 2016) and customer trust 
(Hidayat et al., 2016; Berraies et al., 2015). Th e 
security of a website was shown to be the second 
factor that has a signifi cant and positive infl uence 
on customer satisfaction and customer trust. Th is 
result confi rms previous studies in e-commerce 
examining customer satisfaction (Nasimi et al., 
2018; Dhiranty et al., 2017) and customer trust 
(Nasimi et al., 2018; Gupta & Dubey, 2016; Eid, 
2011).

Secondly, the study contributes by identifying 
the website attributes of information quality and 
security as important elements that infl uence 
customer satisfaction and trust and the resultant 
eff ects on customer loyalty. Th e results confi rm 
that customer satisfaction is a determinant of 
customer loyalty in e-commerce market. Th e 
results support prior studies in e-commerce 
that confi rmed a positive and signifi cant eff ect 
of customer satisfaction on customer loyalty 
towards the website (Nasimi et al., 2018; Sharma, 
2017; Eid, 2011). Th is result shows that a positive 
relationship of satisfaction with loyalty also 
applies in the online market (Sharma, 2017:58). 
In marketing theory, Oliver (1999:34) developed 
the six representations of satisfaction and loyalty 
to explain that customer loyalty represents 
cognitive, aff ective, conative and action loyalty.

Managerial implications–Th e paper proposes 
useful managerial applications and marketing 
strategies of website attributes in the e-commerce 
market by helping the website marketers to 
understand the eff ects of perception of website 
information quality and security on customer 
satisfaction and trust, and the resultant eff ects on 
customer loyalty. To achieve this objective, website 
marketers must understand how customers 
evaluate the website attributes in relation to their 
satisfaction and trust, and how their satisfaction 
and trust infl uence loyalty towards the website. 
Website information quality, followed by security 
increase consumers’ perceptions that strongly 
infl uence their satisfaction more than trust, and 
satisfaction manifests in customer loyalty towards 
the website. Th is marketing strategy can help to 
improve eff ective marketing activities of online 
shopping based on the website attributes that 
mostly improve customer satisfaction and trust 
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from a customer’s own perspective.

Th e results provide guidance to websites managers 
to increase customer satisfaction and trust, 
which are signifi cantly and positively aff ected 
by the technology factors of information quality 
and security, and with satisfaction of customer 
moderating a signifi cant and positive eff ect on 
loyalty towards the website in the perspective of 
e-commerce in South Africa. Marketers must 
prioritise the content and presentation of quality 
information on their websites. Specifi cally, 
websites designers and marketers should improve 
the quality of information describing their 
fi rms, products or services. Th ey should present 
clear guidelines and instructions explaining the 
online shopping process, from ordering, making 
payment, delivery, and aft er sales service. All 
this information must be regularly updated with 
content that accurately explains and answer the 
customers’ questions and off ers solutions to their 
problems. As the only point of interaction with 
the customers, a website must facilitate a sound 
understanding that enables customers to clearly 
read the information and interpret it. Moreover, 
the information must be relevant and reliable, 
timeous and useful, if consumers are to develop 
online trust.

Moreover, the managerial implications for the 
website designers and marketers are to change 
consumers’ perception that online shopping 
websites are not secured. Marketers should 
instil confi dence by guaranteeing to consumers 
that their websites incorporate security tools 
such as data encryption, cryptography, digital 
signatures, secure socket layer, certifi cates and 
certifi ed extended authentication validations, 
security statements, third-party affi  liations and 
Trustmark. Moreover, they should position their 
websites as safe in the minds of the consumers in 
terms of protecting the personal data and purchase 
transaction itself, which increases satisfaction 
and trust toward the website. Marketers should 
constantly monitor their macro-environment 
with specifi c attention to latest technological 
developments, update the website content and 
security, thereby improving customer satisfaction 
and trust towards the website. Th e website must 
not only protect the consumer against fraudulent 
purchases but also prevent the theft  of consumers’ 

private data and also protect the company from 
fraudulent shoppers using stolen credit cards.

Website marketers must continue to satisfy their 
customers’ needs which will, in turn, foster 
customer loyalty toward the website. Marketing 
activities to promote customer satisfaction will 
improve consumers’ perceptions of information 
quality and security. While loyalty and trust 
mitigate consumers’ perceptions that online 
shopping may be unreliable, dishonest or unsafe 
(Gommans, Krishnan & Scheff old, 2001), the 
results show that customer trust in this study 
was not a signifi cant factor infl uencing loyalty 
towards a website. Th is is surprising given that 
the evidence in B2C studies shows a signifi cant 
and positive eff ect of trust on loyalty (Dhiranty 
et al., 2017; Hidayat et al., 2016; Berraies et al., 
2015; Harris & Goode, 2004). A possible reason 
could be that customers in this study valued 
information quality higher than security, and 
both these factors improve satisfaction more than 
trust. Overall, however, website marketers have 
the opportunity to build online customer trust 
by providing quality information and improving 
consumers’ perceptions of security features 
accompanying their websites.

LIMITATIONS, CONTRIBUTIONS AND 
CONCLUSIONS 
Th ere were a number of limitations in this study. 
Firstly, the study collected primary cross-sectional 
data from customers in Gauteng province, South 
Africa, thus lowering the possibility to generalise 
the results. Secondly, despite using a purposive 
sampling, data was collected from shopping 
malls in Johannesburg than from an actual online 
market segment. Future research studies could 
use online surveys to ensure representativeness 
of the population. Th irdly, only the website 
attributes of information quality and security 
were assessed. Future research could incorporate 
other website factors to measure customer 
satisfaction, trust and loyalty. Moreover, research 
studies examining methods of payment and 
delivery processes, and the eff ect of these on 
consumers’ behaviour of online shopping could 
also be considered. Scientifi cally, studies could 
use diff erent statistical techniques, such as CFA 
and SEM in the future to test and explore the 
reasons and causal links between factors. Finally, 
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it would also be interesting to fi nd out how various 
technology factors aff ect consumer attitudes and 
purchase intentions.

Th is study contributes to e-commerce literature 
by describing the behaviour of online shopping 
in a marketplace faced with e-commerce 
problems that are less researched. In general, as 
the topic of e-commerce is still growing on the 
African continent, more research needs to drive 
the motivation for consumers to purchase from 
websites. Hence, establishing trust is essential.

Th is study contributes to the Information System 
Success and relationship marketing theories 
critical philosophies for developing and testing 
a conceptual model that explains the signifi cant 
and positive infl uence of website information 
quality and security on customer satisfaction and 
trust, and the resultant eff ect of satisfaction on 
customer loyalty in South Africa’s e-commerce 
market. Th e paper investigated the technology 
applications on consumer behaviour of online 
shopping during the rapid spread of new and 
innovative technologies. It is therefore important 
for marketers to gain insights on the reasons why 
consumers only browse the Internet without 
fi nalising the transactions. Th is could help in 
website design, marketing and evaluation, and 
predict consumer behaviour towards online 
shopping in the arrival of innovative technologies 
(i.e. smartphones, tables, laptops, etc.). Results 
off er website managers valuable insights into 
factors infl uencing customer satisfaction and 
trust, and their eff ects on customer loyalty.

Th e study concludes that website information 
quality is the strongest precursor of customer 
satisfaction and trust, and that satisfaction 
predicts loyalty. However, the results do not 
imply that the eff ect of security is secondary, as it 
has a positive and signifi cant eff ect on customer 
satisfaction and trust, and satisfaction improves 
their loyalty towards the website.
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ABSTRACT 
Globally, online retail is currently experiencing 
rapid and continuous growth surpassing the 
growth of offl  ine retail. China sets present and 
future trends for global retail as the country 
now has the world’s largest and most innovative 
e-commerce market. Online retail in South Africa 
on the other hand, is a relatively novel market 
with potential for growth as barriers to entry 
such as lack of internet access subsides. Limited 
research has been conducted to understand the 
diff erences in the experiences of shoppers in 
diff erent countries.

Th e purpose of this research is to investigate the 
factors that infl uence the behaviour of Chinese 
online shoppers in South Africa and in China, 
and then to highlight the diff erences Chinese 
online shoppers’ experience when purchasing 
shopping goods online in China versus in South 
Africa.

Th e data for this research was collected through 
semi-structured, in-depth interviews with 16 
Chinese online shoppers based in Johannesburg 
who have online purchasing experience in both 
China and South Africa. Content analysis was 
used to code and analyse the data. Concept maps 
were also drawn to illustrate the fi ndings.

Th e fi ndings show that Chinese consumers 
experience shopping online in China mostly 
positively, owing to factors such as a more extensive 
product variety and more product information 

available supplemented by user reviews. When 
shopping online in South Africa, Chinese 
consumers oft en have negative experiences owing 
to reasons such as high payment risk, limited 
product variety, and ineffi  cient delivery and 
return arrangements. Although some similarities 
do exist, experiences of online shopping in 
China versus in South Africa were found to be 
mostly diff erent for Chinese consumers. Finally, 
recommendations are made to South African 
online retailers to help them address the gaps that 
exist between online retailing in China and South 
Africa.

Key words: Online shopping, e-commerce, Chi-
nese consumers, Online shopping experience, 
China versus South Africa

INTRODUCTION 
Globally, online retail has experienced rapid and 
continuous growth, and now constitutes 11% 
of total retail sales, expecting to reach 17.5% by 
2021 (Statistica, 2018a). China absorbs well over 
20% of the global e-commerce market while 
other large markets such as the United Kingdom 
and Germany take up 18% and 11% respectively 
(Hoogduijn, 2018). Global trends show that 
online retail is growing at a much faster rate than 
offl  ine retail (Hoogduijn, 2018).

South Africa is experiencing large growth 
in internet access. In 2017, internet usage 
penetration reached 64% and is expected to grow 
to 72% in 2022 (Statistica, 2018b). Prospects for 
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e-commerce are rising as the internet connectivity 
gap closes, leading to an increasingly digital 
lifestyle for urban South Africans (Hoogduijn, 
2018). Other online purchasing barriers to entry 
such as alternative digital payment options and 
delivery time are also being improved, to off er a 
better climate for e-commerce to grow in South 
Africa (Hoogduijn, 2018). However, online retail 
has been described by Arthur Goldstuck as 
underdeveloped and unsophisticated compared 
to Western markets and China, hovering at 1% 
of total retail sales for years (World Wide Worx, 
2016), compared to 13% in the United States and 
17% in China (Kneale, 2017). McKinsey’s Lions 
Go Digital report forecasts that by 2025, online 
retail in South Africa may grow to account for 
10% of total retail sales (Kneale, 2017).

In 2014, China surpassed the United States to 
become the world leader in e-commerce, setting 
the benchmark for global online retail (Cheng, 
2017). Th ere are 467 million online shoppers in 
China using platforms such as Taobao, Tmall and 
JD.com, and generating sales of USD 750 billion 
in 2017. While retail from physical stores grew 
at 7.2%, online retail experienced 32.1% growth 
from the previous year, making China the world’s 
largest and most innovative ecommerce market 
(Cheng, 2017). PwC’s Total Retail 2017 survey 
reveals that people are shopping more frequently 
online via mobile than offl  ine (Cheng, 2017). 
Online retail penetration in China is expected to 
grow from 17% in 2017 to 25% by 2020, which 
is nearly three times faster than the forecasted 
growth of its offl  ine retail (Keung, Cheng, & Liu, 
2017).

RESEARCH PROBLEM INVESTIGATED 
Despite the visible opportunities, there is limited 
prior research done on online purchasing 
behaviour in the South African context, and even 
less so from a Chinese South African perspective. 
In particular, there has been no research to 
compare diff erences between the online shopping 
experience for Chinese consumers when shopping 
in South Africa versus China. Th e signifi cance of 
this study is to identify what infl uences Chinese 
online purchasers’ behaviour when shopping 
online, and to examine how these factors diff er 
when shopping online in South Africa versus 
China. Subsequently, this study identifi es the 

gaps Chinese online purchasers experience when 
they shop online in South Africa versus China. 
As China is now the global e-commerce leader 
while South Africa still has room for growth in 
this regard, the insights from shoppers who have 
purchased shopping goods online in both China 
and South Africa can provide some strategies as 
to how online retail can advance and innovate in 
South Africa.

Consequently, the research problem is to 
determine the online shopping experiences 
in South Africa from the perspective of the 
Chinese consumer and to compare this with their 
experience in China.

Th e objectives of the study are to identify the 
similarities and diff erences of these online 
shopping experiences in South Africa and China, 
and to provide recommendations to South African 
online retailers to improve the experiences to 
increase online penetration.

LITERATURE REVIEW 
Th e retail shopping experience is of great 
importance to consumers and may diff er across 
cultures (Hirst & Ashwin, 2008). Business to 
consumer (B2C) e-commerce is driven by 
consumer preferences and values so it is essential 
for e-retailers to pay attention to consumer 
feedback regarding their shopping experiences 
(Hwang, Jung, & Salvendy, 2006). Th e following 
sections highlight some of the factors that 
contribute to positive and negative online 
purchasing experiences across various cultures.

Factors contributing to positive online shopping 
experiences 
Th ere are many factors which could contribute 
to a positive online shopping experience. Th e key 
factors are given as follows:

Customer service 
Customer service is identifi ed to be an important 
antecedent to customer satisfaction in the post-
purchase stage (Endo, Yang, & Park, 2012). 
Factors such as personalized services, speedy 
responses as well as good communication and 
supply chain systems are found to have a positive 
impact on customer satisfaction (Endo et al., 
2012). Swinscoe (2017) argues that customer 
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service experiences may diff er across nations as 
various cultures have varying needs. Furthermore, 
Li, Si, & Zhao (2012) found unsurprisingly that 
there is a signifi cant positive relationship between 
customer service quality and customer loyalty in 
China.

Payment options 
Lynch (2013) claims that e-commerce retailers 
need to go beyond credit card payment to attract 
more sales across the globe. Although American 
shoppers are mostly comfortable with credit card 
payments online, South American consumers are 
more reluctant. Swinscoe (2017) also mentions a 
diff erence in preferred payment methods across 
Europe. While the British and French prefer to 
use credit cards, Germans, Swiss and Austrians 
choose to make electronic transfers. China, as 
the world’s leader in online payments (Aldama, 
2017), is dominated by two big online players, 
namely Alipay and Tencent’s Wechat pay.

Speedy delivery 
Speedy and on-time delivery as well as quick 
recovery from mistakes such as a wrong item 
or late delivery are essential aspects of good 
customer service in online retailing (Endo et 
al., 2012). In addition to the delivery timeframe, 
online retailers should pay attention to some 
cultural diff erences in customer delivery method 
preference to enhance customer satisfaction 
(Swinscoe, 2017).

Website design 
A well-designed website is an important aspect not 
only to attract online shoppers but also to induce a 
positive shopping experience. Ease of navigation, 
accurate information, user-friendliness, useful 
links and attractive interfaces are essential aspects 
of website design (Keh & Shieh, 2001). Lightner, 
Yenisey, Ozok, and Salvendy (2002) indicated 
that Turkish students are highly concerned about 
the speed of search of an online retailer’s website. 
Hwang et al. (2006) reported similar fi ndings 
about Korean shoppers, and concluded that the 
success of Korean e-commerce requires websites 
that contain relevant and comparable product 
information that is easily navigated through 
search mechanisms.

Information accuracy and availability 
Keh and Shieh (2001) argue that the availability 
of product information as well as other value-
add information (perhaps in the form of 
chat assistance) may enhance the consumer 
experience in the pre-purchase stage (Endo et al., 
2012). In a study done by Lightner et al. (2002), 
Turkish consumers indicated that being able to 
fi nd complete and accurate product and price 
information for comparison is an important 
aspect of their shopping experience.

Factors contributing to negative online shopping 
experiences 
Similarly, there are many factors which could 
contribute to a negative online shopping 
experience. Th e key factors are given as follows:

Lack of tangibility 
Although customers can be reassured by online 
retailers that they are buying quality products, 
sometimes they do not experience online 
shopping as positively as in-store shopping 
because it lacks the ambience of picking and 
choosing (Keh & Shieh, 2001). Being able to touch 
and feel products was an important element of 
the purchasing process for female respondents in 
both London and Bangkok, while  males are less 
concerned about touching the product before 
purchase (Hirst & Ashwin, 2008).

Delivery time 
With certain online purchases such as groceries, 
buyers expect speedy delivery as meals are not 
always planned far in advance (Keh & Shieh, 
2001). In London consumers generally experience 
delivery time positively, whereas Bangkok 
consumers complain that delivery takes too long 
when shopping online (Hirst & Ashwin, 2008).

Returns 
Both London and Bangkok customers fi nd it 
inconvenient, costly and disappointing to return 
goods that do not match their needs or appear 
diff erent from the images they see online (Hirst 
& Ashwin, 2008). Whereas Germany, Austria and 
Switzerland have a much higher rate of returning 
products aft er purchase (30-40%), Italians prefer 
not to return things (Swinscoe, 2017).
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Technology constraints 
In some countries internet connection may 
be slow, which delays loading of graphics and 
frustrates customers (Keh & Shieh, 2001). 
Whereas the London group of respondents 
mostly felt that online shopping is convenient and 
saves time, Bangkok respondents prefer to shop 
at street stores because of delivery and technology 
inconveniences (Hirst & Ashwin, 2008).

Privacy of personal information 
Privacy or security of personal information 
problems in online shopping pertain to the 
protection of (or lack thereof) personal and 
confi dential customer information (Hwang et al., 
2006). Sometimes hacking and identifi cation theft  
occur on the web which cause online shoppers 
to worry about transaction safety (Hwang et al., 
2006). According to Hirst and Ashwin (2008), 
shoppers from London sometimes deter from 
purchasing online because they are afraid that 
their personal information will be shared.

Credit card security 
As mentioned in the Hwang et al. (2006) study, 
another type of security issue in e-commerce is 
oft en seen with credit card payments. In Hirst and 
Ashwin (2008)’s study both the UK and Th ailand 
online consumers are reported to be concerned 
about credit card fraud.

Cross-nation comparison of factors infl uencing 
online purchasing behaviour 
Online shopping is a growing global trend that 
allows consumers to shop without time, location 
and product availability constraints. However, 
online shopping behaviour is expected to diff er 
when compared across nations because culture 
plays a direct and signifi cant role in infl uencing 
consumers’ intention to buy goods online 
(Smith et al., 2013). Culture is an antecedent to 
psychological processes and human behaviour 
(Segall, Lonner, & Berry, 1998), as it infl uences 
not only  cognitive processes and intention to 
behave (Tse, Lee, Vertinsky, & Wehrung, 1998), 
but also individual decision-making processes 
(Radford, Mann, Ohta, & Nakane, 1993). Th is 
section identifi es factors that infl uence online 
shoppers’ purchasing behaviour and hence their 
shopping experience, and examines how these 
factors diff er across cultures.

Website Perceived ease of use (PEOU) 
Th e Technology Acceptance Model (“TAM”), 
developed by Davis (1989), is a widely known 
model that tests the eff ect of  system design 
characteristics on user acceptance of computer-
based information systems (Davis, 1989).  
Perceived ease of use (PEOU) is a strong 
determinant of website usability and is an 
important factor that aff ects online shopping 
website adoption and usage (Pearson, Pearson, 
& Green, 2007). Roy, Dewit and Aubert (2001) 
suggest that online retailers should pay attention 
to the following factors pertaining to PEOU 
when designing an online shopping platform: 
website ease of navigation, consistency in human-
computer interaction, learnability (easy to learn), 
perception, as well as user guidance and support. 
In comparing US, Germany and Norway on cross-
cultural diff erences in online shopping behaviour, 
Smith et al. (2013) found that US online consumers 
place more value in PEOU compared to Germany 
and Norway. Furthermore, Tong (2010) showed 
that although both US and Chinese consumers 
perceived online shopping as easy to use, US 
consumers perceive online shopping to be easier 
to use than the Chinese. Tong (2010) suggested 
that the diff erence could be as a result of the 
relative diff erence in e-commerce experience 
between the two countries.

Perceived Usefulness (PU) 
Th e other major contributor to online shopping 
behaviour from the TAM model is Perceived 
Usefulness (PU) (Davis, 1989). In the context 
of online purchasing, perceived usefulness is 
defi ned as “the  extent to which a consumer 
believes that online shopping will enhance 
transaction performance” (Tandon, Kiran, & Sah, 
2016, p.1660). Results from Tong (2010)’s study 
indicates both American and Chinese online 
consumers believe that online shopping brings 
them time convenience and fl exibility, which 
largely improved their shopping performance.

Convenience 
E-commerce is convenient as it off ers consumers 
the opportunity to shop where they want when 
they want to (Childers et al., 2001). A cross-
cultural comparison study conducted by Jansson 
(2016) found that both Chinese and Swedish 
online consumers perceive online shopping to be 
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more convenient than in-store shopping, but the 
Chinese feel more absolute in this regard than the 
Swedish. Convenience factors such as fast delivery 
and free delivery stand out as most important for 
Chinese consumers whereas free delivery and 
saving time are most important for the Swedish.

Trust 
Th e value of trust lies within its impact on 
reducing uncertainty, especially seeing that the 
level of uncertainty is higher in online shopping 
as opposed to in-store (Van Slyke et al., 2010).  
Trust has been found to be a long-standing and 
important factor in online consumer behaviour 
research across many countries including China, 
France, USA and South Africa (Jansson, 2016; 
Jiang & Jones, 2014; Xu-Priour et al., 2014), as 
it guides consumer decision making (Lightner 
et al., 2002) . Jansson (2016) compared online 
consumer behaviour between Sweden and China 
and found trust to be more important for Chinese 
consumers as opposed to the Swedes because the 
Chinese perceived e-commerce as riskier. Th is 
is prevalent because the Chinese e-commerce 
market has counterfeits, forgeries, poor-quality 
and defective items (Clemons et al., 2016; Jansson, 
2016).

Perceived risk 
A powerful predictor of consumer online 
shopping behaviour is perceived risk as consumers 
are more inclined to minimize purchase mistakes 
than to maximize utility from buying a product 
(Mitchell, 1999). One important cultural factor 
that infl uences the relationship between perceived 
risk and online purchase intention is uncertainty 
avoidance (Choi & Geistfeld, 2004). Choi and 
Geitsfi eld (2004) further elaborate that Koreans 
with higher levels of uncertainty avoidance 
perceive online shopping to be much riskier than 
their US counterparts. Th erefore, shoppers from 
a high uncertainty culture may place more value 
on the trustworthiness of the online vendor to 
mitigate risk (Choi & Geistfeld, 2004).

Social interaction 
In terms of intention to purchase from an online 
vendor, individuals from collectivist cultures are 
more likely to value and make decisions based on 
recommendations from their in-groups such as 
family or peers (Lim, Leung, Sia, & Lee, 2004). 

As the Chinese value social experiences such 
as word-of-mouth from friends and family or 
sharing on social media when shopping online, 
Xu-Priour et al. (2014) found that the infl uence 
of social interactions on trust and intention 
to use online shopping is stronger for Chinese 
consumers than for French consumers.

Product preference 
To understand diff erences between Chinese and 
American consumers’ product preferences and 
its infl uence on purchase decision Zhou, Xia, and 
Zhang (2016) analyzed user reviews posted on 
e-commerce websites of three electronic products 
in the two countries. Chinese consumers care 
more about general feelings of the product 
purchase experience such as the service and 
logistics, whereas Americans pay attention to 
product details such as the quality and size of the 
actual product.

RESEARCH METHODOLOGY 
Given the lack of prior research in the fi eld of 
online shopping comparisons across countries 
by Chinese consumers, this study employed an 
exploratory, qualitative approach, with inductive 
analysis in a cross-sectional design.

Th e population for this qualitative study included 
all Chinese online shoppers in South Africa who 
have purchased online in both South Africa and 
China. Th e study used purposive sampling to 
obtain participants who have online shopping 
experience in both countries, followed by snowball 
sampling to increase the sample size. A total of 
sixteen (16) participants were interviewed. Data 
was collected through semi-structured in-depth 
interviews, using an interview guide with open-
ended questions, either telephonically or via 
Skype. Th e interviews were audio recorded with 
consent from the participants and transcribed at 
a later stage. Recordings were used instead of note 
writing during the interview to avoid missing out 
any important details (Eriksson & Kovalainen, 
2008). Th e data was transcribed, then coded to 
facilitate content analysis to identify themes.

Th e research criteria for qualitative studies 
of dependability, credibility, transferability 
and conformability (Bryman & Bell, 2011) 
were addressed through consistency in data 
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collection and analysis, and following appropriate 
procedures, including a refl exive journal to 
minimise bias. Th e limitations of the research 
include the small, non-random and non-
representative sample size of a qualitative study, 
implying that the results cannot be generalised to 
the population.

RESULTS AND DISCUSSION 
Th e 16 respondents were chosen on the basis that 
they are Chinese and have experience shopping 
online in both China and South Africa. Seven were 
male, while nine were female; four participants 
shopped once or twice per week, nine shopped 
once or twice per month, while two shopped 
every second day. Table 1 below shows the online 

TABLE 1: ONLINE SHOPPING PLATFORMS USED BY PARTICIPANTS IN CHINA AND SOUTH AFRICA

Chinese platforms Count South African platforms Count 
Taobao 12 Takealot 15
JD.com 4 Superbalist 8

Aliexpress 1 Zando 1
Suning 1 Bid or Buy 1

Dangdang 1 Runwaysale 1
Shop BOP 1 One day only 1

HK TV mall 1 One cart 1
Yahoo 1 Wine cellar 1

PC home 1 Bubble shop 1

Xiaohongshu 1

Online retail stores such as 
Woolworths, Nike, Addidas, 

Clicks, Dischem, Mr Price Home 
etc

5

TABLE 2: ONLINE SHOPPING EXPERIENCE THEMES

Th emes Sub-themes Comments

 1. Pre-purchase 
Evaluation Criteria

Perceived usefulness

Th is includes:
• time convenience (including recommender 

systems, information availability, reviews, and 
customer service),

• promotional usefulness, and
• product variety

Perceived ease of use
Payment Options

2. Perceived risk

3. Perceived trust
Vendor reputation
Quality assurance
Social interactions

4. Post-purchase 
factors

Post-transaction 
customer service  

Delivery
Returns
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TABLE 2: RESULTS FOR THEME 1 – PRE-PURCHASE EVALUATION CRITERIA

Sub-theme: Perceived usefulness – Time convenience
Online shopping in China–comments Online shopping in South Africa–comments
• You can fi nd what you need much quicker 

online without having to browse shop by 
shop

• Taobao will detect what I have been searching 
online and recommend related products to 
me which is helpful.

• Ten to twenty pictures available in diff erent 
angles and all the information you need so 
when you get the product it is very close to 
what you imagine

• I look at how many times the good has been 
purchased and how they have been reviewing 
to determine whether I can trust the good 
and the vendor selling it.

• In China when you need help while shopping 
online you can chat to someone and get 
instant reply

• In SA sometimes it is more convenient for me 
to go to the shops than to shop online because 
there are few people at the shops

• SA websites don’t have that [recommender 
systems] except Takealot but the 
recommendations are not as relevant

• When I buy functional products in SA I will 
need to do some research on Google before I 
buy, you won’t be able to make any decisions 
based on the product descriptions.

• Th ere are very few reviews on SA online 
shopping websites.

• Here you need to communicate via email and 
people re very ineffi  cient.

• In SA you only get service when you return or 
exchange goods, no 24-hour service.

Sub-theme: Perceived usefulness – Promotional usefulness
• Th ere are many online specifi c discounts and 

reward schemes available which makes the 
goods even cheaper

• Th e stuff  in SA tends to be more expensive 
than in China. Th e online stores are 
sometimes cheaper than physical stores when 
there is a special.

Sub-theme: Perceived usefulness – Product variety
• You can fi nd almost everything on Taobao. 

If you want to buy anything you just need to 
go on one webpage which is very convenient.

• Th e variety in China provides you with more 
options. You can buy anything that you can 
think of, even toilet paper.

• In SA online shopping there is not much 
variety and when there is variety there is no 
size, or there is nothing in stock.

• Even the larger sites don’t have everything 
that I need

Sub-theme: Perceived ease of use
• Taobao’s website is very speedy
• Th e Chinese style of displaying information 

is too cluttered for someone like me who 
likes simplicity.

• Th ere are more links on Taobao that I can 
click to fi nd other related goods which gives 
me a headache because I don’t know what I 
should be clicking. 

• I think Takealot’s website speed is extremely 
slow.

• Superbalist’s website format is simple, easy to 
look at and quick.

• Whereas here the websites are a lot more 
simple but I prefer simplicity.

Sub-theme: Payment options
• You can pay with Alipay, Union pay, Visa, 

Mastercard, American Express and local 
payment methods such as Wechat. Th ere is 
defi nitely more variety of payment options.

• In SA you have to use your credit card
• I know there is Paypal but I have never used 

it. I only use my credit card.
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shopping platforms most frequently used:

It is apparent that, when in China, most 
participants prefer to use Taobao, whereas in 
South Africa they use Takealot.com more oft en 
than other sites.

Th e analysis of the respondent data revealed four 
major themes, with several sub-themes in each 
category, grouped according to the literature 
review, as given in Table 2.

Th e results are given below with some comments 
highlighted from respondents, for online 
shopping both in China and South Africa.

While the pre-purchase evaluation criteria are 
similar for both countries, the experience diff ers 
between the two. Chinese online retailers appear to 
off er far better perceived usefulness, particularly 
in respect of time convenience, promotional 
usefulness, product variety, perceived ease of 
use, and availability of diff erent payment options. 
User reviews are a key diff erentiator in the highly 
competitive China online retail market, but are 
less frequently available in South Africa.

Perceived risk is also a concern for online 
shoppers, and while Chinese sites appear to be 

more trusted, South African online retailers 
appear to off er original or authentic products 
consistently, as opposed to the potential fear of 
counterfeit products in China.

Perceived trust is a critical criterion for both 
countries, given the intangibility of online 
shopping. While Chinese online vendors 
appreciate this, and provide vendor ratings 
and seven-day free return services, in South 
Africa shoppers are dependent on friends’ 
recommendations to establish the trust.

Post-transaction customer service, delivery and 
returns are important post-purchase factors in 
both countries. It would appear that the experience 
across these criteria is far better than in China 
than in South Africa, with the former being far 
more customer-oriented towards addressing the 
concerns of shoppers.

CONCLUSIONS 
Th e objectives of the study were to identify 
the similarities and diff erences of the online 
shopping experiences of the Chinese consumer 
in South Africa and China, and to provide 
recommendations to South African online 
retailers to improve the experiences to increase 
online penetration. Th e fi ndings of this study 

TABLE 3: RESULTS FOR THEME 2 – PERCEIVED RISKS

Online shopping in China–comments Online shopping in South Africa–comments
Privacy risk:
• In China everything is linked from your 

phone number to your bank account to your 
Wechat account so there is not much privacy, 
so you feel that everyone knows what you do 
and how much you are spending

Payment risk:
• In China you can use Alipay which in my 

many years of experience is completely safe
Performance risk:
• I have received goods that are not the same as 

the display image.
Source risk:
• I am concerned about buying counterfeit 

products, but the 7-day free return policy and 
the vendor rating system can mitigate against 
this risk.

Privacy risk:
• In SA protection of personal information is 

very poor. Based on the adverts and SMS’s 
I get to know that my info has been sold 
multiple times already.

Payment risk:
• Th e safety of my credit card information is 

also a major concern when I shop in SA so I 
only shop on reputable platforms.

Source risk:
• Th e one thing that is better in SA is that I 

know everything I buy is original/authentic.
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TABLE 4: RESULTS FOR THEME 3 – PERCEIVED TRUST

Sub-theme: Vendor reputation
Online shopping in China–comments Online shopping in South Africa–comments
• On Taobao there is a rating system for vendors 

which tells you how popular they are. Vendor 
ratings are important to determine their 
reputation

• In China there is a star rating system to scope 
the reputation of the vendor, I only shop from 
stores that have a high star rating.

• I buy from Takealot because it is the most 
popular platform in SA

• I use Superbalist a lot because there is a 
brand associated

Sub-theme: Quality assurance
• Quality must be assured or else I won’t choose 

to shop at a platform. Th ere’s seven-day free 
return with logistic costs covered by the vendor 
so if I am hot happy with the quality, I can easily 
return it.

• I am more concerned about quality 
assurance in the SA context because there 
is no culture of reviews so I don’t know how 
to assess the quality of the products until I 
receive it.

Sub-theme: Social interaction

• Th ere are so many diff erent platforms to choose 
from so you would defi nitely shop where your 
friends feel reliable

• I rely on my friends’ recommendations 
because there aren’t as many reviews on SA 
websites.

TABLE 5: RESULTS FOR THEME 4 – POST-PURCHASE FACTORS

Sub-theme: Post-transaction customer service
Online shopping in China–comments Online shopping in South Africa–comments
• You can engage with the supplier not just the 

platform and they will ensure that you are 
satisfi ed with the product

• China is very quick with communication 
because each online vendor has instant chat, 
so they will respond to you immediately or 
within a couple of hours

• In SA on most of the platforms your calls 
don’t get answered and emails don’t get 
replied to so service is quite bad.

• In SA you won’t get the same service level 
as China. If you dial their customer service, 
they take forever to answer the call.

Sub-theme: Delivery

• Logistics very robust. You sometimes get goods 
delivered on the day or the next day

• You can pick up your delivered goods at the 
nearest 7/11

•  Delivery service is good but warehouse only 
in Joburg and Cape Town so if you don’t 
stay in the main cities delivery will take very 
long.

• Delivery can take more than a week and no 
one takes responsibility

Sub-theme: Returns

• China online sores have a seven-day return 
insurance policy that pays for a portion of the 
delivery cost if you return goods.

• Th e process was long, and you need to give a 
very good reason why you are returning the 
good. You have to wait another two weeks 
for them to refund you. In total I have to 
wait a month until I get my money back.
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TABLE 6: COMPARISONS BETWEEN ONLINE SHOPPING EXPERIENCES IN CHINA VERSUS SA

Factors China South Africa Similarity / 
Diff erence 

Pre-purchase evaluation criteria 

Time 
convenience 

Shopping online is always more 
convenient than going to the 
shops 

Shopping online is not always 
more convenient than offl  ine Diff erence 

Recommender 
systems

Extensive use of recommender 
systems to help with consumer 
search effi  ciency and decision 
making 

Does not seem to make adequate/
accurate use of recommender 
systems

Diff erence 

Information 
availability and 
accuracy

Ample information provided in 
the forms of images, videos and 
descriptions 

Not enough product information Diff erence 

Reviews Reviews are available to obtain 
product and vendor information 

Very few reviews are available 
obtain product information Diff erence 

Pre-transaction 
customer 
service 

Instant chat service is used to 
achieve immediate response 
on consumer queries about 
products in the pre-transaction 
stage 

Pre-transaction instant chat 
service not available while 
other forms of communication 
ineffi  cient 

Diff erence 

Price, 
discounts and 
rewards 

Cheaper prices, discounts, 
rewards and price comparisons 
are available 

Online prices not cheaper than in 
store, less discounts no rewards 
available 

Diff erence 

Product variety Large variety of goods available 
online Limited variety to choose from Diff erence 

Website ease of 
use

Information too clustered, 
diffi  cult to navigate but website 
speedy

Design is simple and easy to use 
but website slow Diff erence 

Payment 
options Large variety of payment options Few payment options mostly use 

credit card Diff erence 

Perceived risks that determine experience

Privacy risk 
Privacy if personal information 
is at risk but not concerned about 
personal safety 

Privacy of personal information 
is at risk especially concerning 
personal safety

Similarity

Payment risk Payment risk mitigated by 
e-wallets such as Alipay 

Payment risk high because of the 
use of credit card online Diff erence 

Performance 
risk

Goods received are oft en do not 
meet expectations Not a risk in SA Diff erence 

Source risk 
Risk of buying counterfeit 
products online can be mitigated 
by trust in the vendor

Counterfeit products not a risk 
but trust in vendor still important Similarity

Perceived trust

Vendor 
reputation

Vendor reputation is important 
to trust the platform while 

reviews play an important role 
in building the reputation 

Vendor reputation is important 
to trust the platform Similarity
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highlighting the comparisons of the shopping 
experiences are summarised in the following 
Table 6.

Although some similarities do exist, the online 
purchasing experiences in the two countries seem 
to be vastly diff erent in many aspects. Both pre-
purchase and post-purchase experiences were 
very diff erent for Chinese consumers, while only 
factors relating to perceived risk and perceived 
trust have shown similarities. Th ese latter factors 
are inherent in online purchasing, given the 
lack of tangibility of the shopping experience, 
which could explain the similarities. However, 
the diff erences are in factors that are generally 
under the control of the vendors, to be able to 
provide good customer services to enhance the 
online shopping experience. In addition, the 
online retail market in South Africa is still in its 
infancy, representing only 1% of retail, whereas 
the Chinese online market is far more developed, 
representing 17% of total retail sales (Kneale, 
2017).

Consequently, there is much to be gained by South 
African online retailers in studying the Chinese 
online market, and developing appropriate 
services to complement the online purchasing by 
shoppers.

MANAGERIAL IMPLICATIONS 
Although e-commerce is currently not a main 

trend of South African retail, its growth has 
exceeded forecasts to reach 25% year on year 
from 2017 (Faku, 2018). Th is indicates that there 
is tremendous potential especially seeing that, 
excluding China, online retail in South Africa 
is more advanced than most other emerging 
countries (Faku, 2018). Findings from this study 
clearly point to some key learning areas where 
South African e-retailers can focus for future 
growth:

Address the payment security issue – According 
to Faku (2018), safety is a signifi cant concern for 
online purchasers in South Africa because one 
in fi ve consumers have been victims of credit 
card fraud. Results from this study confi rm this 
statement as many participants have also been 
victims of credit card fraud online. Perhaps one 
way to address this is to borrow from the Chinese 
model of using secure e-wallets such as Alipay or 
PayPal to mitigate perceived risks associated with 
payment (Aldama, 2017). Reducing payment 
risk should encourage consumers to shop online 
more.

Encourage user reviews–Consumers’ reliance 
on user reviews when shopping online in China 
is one of the biggest factors that diff erentiates 
its experience compared to South Africa. 
Reviews not only serve as a tool to obtain more 
information about the product prior to purchase, 
but also infl uences consumers’ trust in the online 

Quality 
assurance 

Th ird party guarantees not 
necessary as long as there are 

quality promises from the 
vendors

Th ird party guarantees 
necessary to trust the vendor 
because there are no reviews 

Diff erence 

Social 
interaction 

Rely on word or mouth from 
family or friends and reviews 

Rely on word or mouth from 
family or friends in absence of 

reviews 
Similarity

Post-purchase factors 

Post-
transaction 
customer 
service 

Instant chat service is used to 
achieve immediate response 
on consumer queries about 

products in the post-transaction 
stage 

Post-transaction instant chat 
service not available while other 

forms of communication are 
slow and ineffi  cient 

Diff erence 

Delivery Delivery is speedy and many 
delivery options are available 

Delivery is slow and 
unpredictable Diff erence 

Returns Returns are speedy, convenient 
and free

Returns are troublesome and 
costly to process Diff erence 
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vendor and reduces the risk of shopping online 
(Hu, 2018). It is therefore recommended that 
e-retailers in South Africa encourage shoppers 
to review their products in detail and upload 
images of the actual product to help future buyers 
make more informed decisions. Participants 
commented that “you get rewarded when you 
do reviews” in China which is a strategy South 
African online platform can use to entice more 
customer reviews.

More product variety – Bigger online 
marketplaces such as Takealot.com and 
Superbalist are advised to broaden their product 
range, as product selection is essential to achieve 
customer satisfaction at the pre-purchase stage 
(Endo et al., 2012). Compared to Taobao where 
consumers can fi nd almost everything they need, 
Takealot seems to have limited options even as 
the biggest platform in South Africa.

Improve customer service – compared to the 
service speed through instant chat in China, South 
African online vendors seem to communicate 
ineffi  ciently. Even though the volume of online 
shoppers in South Africa may not justify the 
investment of instant chat yet, it is important to 
ensure that emails are responded to immediately 
and calls are answered. It seems that Takealot and 
Superbalist have relatively high service quality 
compared to other South African online retailers, 
but service improvement is still necessary.

Deliveries and returns need to be processed faster 
– When shopping online in SA, many consumers 
are frustrated with the delivery which “can take 
more than a week” and returns that takes more 
than two weeks before the customer can get 
refunded. It is recommended that this logistic 
process be streamlined, and effi  ciency improved 
so that shoppers can receive their deliveries or 
process their returns within a shorter period 
of time. Th is is important as slow delivery is an 
aspect of customer service that can contribute 
negatively to customer experience (Endo et al., 
2012). Perhaps partnering with a reliable logistic 
company can resolve this issue.

RECOMMENDATIONS FOR FUTURE 
RESEARCH 
Th is research study is exploratory, which provides 

several opportunities and directions for research. 
A quantitative study with a representative sample 
could be conducted to verify the fi ndings of this 
study

In addition, the sample was purposefully chosen 
to include only Chinese online shoppers. 
While they compared their personal online 
shopping experiences in China and South 
Africa, there could be some patriotism bias in 
their perceptions (although the Chinese online 
sites require an ability to understand Chinese). 
It is recommended that further studies be done 
in cross-country comparisons, with diff erent 
countries and diff erent nationalities of shoppers. 
In addition, the two main sites visited were Taboa 
in China and Takealot in South Africa; this 
limitation would require further research of the 
shopping experiences on a broader scale.

Th roughout the research, it became apparent 
that in addition to infl uencing online purchasing 
behaviour and consumer experience, factors 
identifi ed in this study also have strong inter-
relationships. For example, reviews seem to 
infl uence trust, vendor reputation and reduce 
perceived risks associated with online shopping. 
Payment security risk seem to be mitigated by 
having secure payment options and shopping 
from a reliable vendor. It is therefore necessary 
to further explore the direction and strength of 
relationships between variables discussed in this 
study using quantitative methodology in order to 
gain a deeper understanding to what determines 
online consumer experiences.
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ABSTRACT 
While fi rms across the globe compete by 
developing effi  cient and eff ective supply chains, 
it has been a daunting task integrating quality 
management practices in their supply chains. 
Researchers have made an attempt to develop 
conceptual models for integrating supply chain 
management and quality management. However, 
little is known about implementation of the 
supply chain management-quality management 
(SCM-QM) integration models in fi rms. Th us, 
the purpose of this paper is to examine the 
concepts of SCM and QM and propose a SCM-
QM implementation framework. An extensive 
review of relevant literature helped to identify the 
dimensions of SCM and QM and those common 
to both. SCM-QM integration can be achieved 
following an agreed SCM quality standard by 
suppliers, internally and customers. In addition, 
successful implementation of the SCM-QM 
framework can be operationalized through 
procurement, internal logistics and physical 
distribution. Th e fi ndings extend the literature 
on theoretical models of SCM-QM integration 
by providing an implementation framework. Th e 
knowledge is likely to inform regulatory agencies 
as well as business managers on appropriate 
SCM-QM implementation to attain improved 
quality of delivered products and services across 
supply chains.

Key words: Supply chain; quality management; 
implementation framework

1 INTRODUCTION 
SCM includes collaboration of fi rms performing 

upstream and downstream supply chain activities 
up to the point where the ultimate customer 
receives the goods or services (CSCMP, 2018). 
Th e concept of SCM has become a source of 
competitiveness in organisations globally because 
of its potential to enable fi rms deliver high quality 
goods to meet customer requirements at the 
lowest possible cost (Huo, Zhao & Lai, 2014a). 
Similarly, Fernandes, Sampaio, Sameiro and 
Truong (2017) argued that SCM could off er fi rms 
a competitive advantage, if well managed, as it 
contributes signifi cantly to customer satisfaction 
by meeting their needs.

Consequently, quality management (QM) 
enhances the competitiveness of fi rms by 
ensuring that they off er goods and services that 
meet their customers’ expectations (Fernandes 
et al., 2017). QM practices should be integrated 
with SCM to overcome the emerging quality 
challenges as supply chain complexity increases 
in the current global business environment 
(Dellana & Kros, 2014). Successful SCM-QM 
integrated frameworks should be customer-
driven, spanning multiple industries and fi rms to 
include all partners so as to achieve supply chain 
excellence. Some of the fi rms that have achieved 
the integration include Samsung (Sharma, Garg & 
Agarwal, 2012), Apple (Mollenkopf, Stolze, Tate 
& Ueltschy, 2010), Toyota (Yang & Yang, 2013), 
IKEA (Hellström & Nilsson, 2011), EABL in Kenya 
(Njagi & Shalle, 2016) and Coca-Cola across the 
world (Coca-Cola, 2019). Despite many fi rms 
have made a deliberate eff ort to integrate SCM 
with QM practices, quality mishaps always come 
up resulting in product recalls indicating that 
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there might be weaknesses in the implementation 
of the integrated frameworks. Th e cost of not 
implementing quality in SCM is huge as most of 
the product recalls include vehicles, food stuff s 
and household items (Good Housekeeping, 2018). 
Th erefore, there is need to provide guidance on 
SCM and QM integration and how the developed 
frameworks can be implemented successfully in 
fi rms.

Although there are many studies that have 
examined SCM and QM separately, there is 
limited understanding of SCM-QM integration 
and even less is known regarding implementation 
frameworks in fi rms (Dellana & Kros, 2014; 
Huo et al., 2014a; Zeng, Phan & Matsui, 2013). 
For instance, Fernandes et al. (2017) examined 
supply chain quality management infl uence on 
organizational performance; Huo et al. (2014a) 
investigated antecedents of supply chain quality 
integration; and Gunasekaran and McGaughey 
(2003) examined the similarities between SCM 
and QM. As such, Fernandes et al. (2017) made 
a call to researchers to conduct in-depth research 
about the concept of SCM-QM integration and 
guide supply chain managers especially on the 
implementation of the conceptual models.

Th erefore, the aim of this paper is to discuss the 
concept of SCM and QM, identify the points 
of integration for a SCQM model, propose 
an implementation framework of SCM and 
QM integration and discuss the benefi ts of 
the framework to fi rms. Th e implementation 
framework presented bridges the gap left  by 
previous researches that have focussed on 
integration and common aspects of SCM and 
QM (Quang, Sampaio, Carvalho, Fernandes, An 
& Vilhenac, 2016).

Th e purpose of this paper was attained aft er 
an extensive literature review following an 
integrative approach. Th e peer reviewed articles 
were identifi ed from the largest online electronic 
database–SCOPUS. Th e search words were 
“supply chain quality management” and “supply 
chain quality management framework”. Th e paper 
presents a literature review on SCM, QM practices, 
and SCM and QM integration, proposed SCM-
QM integration and implementation frameworks 
and fi nally the benefi ts of implementing SCM-

QM integration.

2 SUPPLY CHAIN MANAGEMENT 
SCM focuses on the management of all the 
logistics activities and relationships associated 
with SC partners and suppliers in order to satisfy 
customer requirements. Customer satisfaction 
refers to delivering a product of the right quality 
and quantity at the right time and at minimum 
cost (Lin, Chow, Madu, Kuei & Yu, 2005).

Th e SCM concept has continued to grow in 
importance in organisations across the world since 
the 1980s due to its focus on building collaboration 
internally, as well as with external supply chain 
members (Seuring & Gold, 2013). SCM helps 
fi rms to access low cost supplies from partners, 
which allows them to focus on core business 
activities to achieve high levels of competitiveness. 
To achieve greater success through SCM, fi rms 
are advocating for an integrated SCM, which is 
likely to result in minimized supply chain costs 
and inventory investments, reduced lead-times, 
increased customer service levels and value to 
customers (Fernandes et al., 2017; Guimenez & 
Ventura, 2003). Th e benefi ts are likely to accrue 
when all members of a supply chain have a 
coordinated approach of managing supply chain 
activities including quality management.

Gunasekaran and McGaughey (2003) asserted 
that successful SCM could be associated with 
proper sourcing, responsive logistics, supplier 
management and customer relationship 
management that are linked by information 
communication technologies (ICT). Th e authors 
furthermore asserted that SCM requires enterprise 
resource planning (ERP) systems that integrate 
diff erent functional areas, including inventory 
management, procurement, distribution and 
fi nance to facilitate sharing of information to 
reduce transaction costs. Typical dimensions of 
SCM have been identifi ed in prior literature and 
include pursuing partnerships, application of 
information technologies, achieving operational 
fl exibility, performance measurement, top 
management commitment and demand 
forecasting (Lee & Kincade, 2003; Talib, Rahman 
& Qureshi, 2011; Zhong, Ma, Tu & Li, 2016). 
Th erefore, knowledge of the dimensions help to 
lay emphasis that overall supply chain quality 
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can be achieved when the QM implementation 
focuses on each of the SCM dimensions.

3 QUALITY MANAGEMENT PRACTICES 
Quality management refers to a philosophy that 
focuses on the management of design, production 
and delivery of products that are fi t for purpose 
and free from defects, when viewed from the 
customer’s perspective (Hassan, Mukhtar, 
Qureshi & Sharif, 2012; Fernandes et al., 2017). 
Application of QM principles includes processes 
in design, sourcing, production as well as the 
delivery of the product to the ultimate customer 
(Fernandes et al., 2017). Talib et al. (2011) argued 
that in the quality management philosophy, 
continuous improvement is pursued endlessly in 
every process so as achieve excellence, effi  ciency 
and competitiveness.

Huo et al. (2014a) argued that QM focusses on 
product and delivery quality, cost of quality and 
fl exibility dimensions. Organisations can improve 
their quality performance by maintaining close 
relationships with suppliers as well as customers 
(Kannan & Tan, 2005; Singer, Donoso & Traverso, 
2003; Sroufe & Curkovic, 2008; Stanley & Wisner, 
2001; Talib et al., 2011).

Successful implementation of QM in an 
organisation requires top management support, 
education and training, process redesign and 
proper leadership (Fernandes et al., 2017). In 
addition, Gunasekaran and McGaughey (2003) 
claimed that QM can be successful when there 
is enterprise-wide integration of processes such 
as marketing, production, distribution, fi nance 
and human resources. Integration of these 
processes and functions is likely to promote 
teamwork and continuous improvement which 
support high customer satisfaction (Gunasekaran 
& McGaughey, 2003; Fernandes et al., 2017). 
Gunasekaran and McGaughey (2003) argued 
further that QM needs close cooperation with 
suppliers and other channel partners who 
are committed to pursuing the same quality 
agenda. Th e importance of following a quality 
management framework has been established 
in prior studies as improvement of production 
performance, customer satisfaction as well as 
organizational performance (Gunasekaran & 
McGaughey, 2003; Hassan et al., 2012; Sadikoglu 

& Olcay, 2014; Fernandes et al., 2017).

Gunasekaran and McGaughey (2003) identifi ed 
factors that facilitate attainment of QM, which are 
likely to also impact SCM dimensions identifi ed 
in the preceding section. Th e factors include 
continuous training and education, formation 
of quality cross-functional teams, eff ective 
communication within the organization as well 
as their suppliers and customers, encourage 
teamwork to accomplish tasks, empowerment 
of workers, quality work life and application of 
technology.

Current business environments are highly 
competitive due to globalization. Th is means that 
goods from international sources have access to 
local markets, thus, eff ectively competing with 
the local fi rms. According to Hassan et al. (2012), 
application of QM principles has facilitated 
fi rms to improve their competitiveness globally 
by focusing on proper designs that meet the 
needs of the customer. However, some fi rms 
implement a quality management framework 
internally, which does not extend to a product’s 
supply chain, resulting to quality problems 
across the distribution network. Th is implies 
that quality products are can be dispatched from 
production, but the quality is compromised 
during distribution resulting in the delivery of 
defective products to the customer. Some of 
the defects have been blamed on poor handling 
and distribution processes. Th erefore, it is 
imperative that quality management principles 
be implemented right from sourcing, production, 
distribution and handling up to the point when 
the customer receives the product. Th us, there is 
need for supply chain management and quality 
management integration.

4 SUPPLY CHAIN MANAGEMENT AND 
QUALITY MANAGEMENT (SCM-QM) 
INTEGRATION 
SCQM integration refers to the “integration of 
quality management among upstream suppliers, 
downstream customers and functional units 
within an organisation” (Huo et al., 2014a). 
In addition, SCQM integration is the formal 
coordination of business processes with all 
supply chain partners to improve product 
quality and create value to customers (Mellat-
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Parast, 2013; Lin & Gibson, 2011; Robinson & 
Malhotra, 2005). Th e integration of QM into 
SCM is an important concept that is likely to 
enable supply chains to achieve the effi  ciencies 
that are required to compete globally (Fernandes 
et al., 2017). Consequently, the integration results 
in the manufacture and delivery of high quality 
products (Dellana & Kros, 2014).

Quality problems do arise in supply chains and 
may result in health issues, accidents or in some 
cases product recalls in the local markets as well 
as globally. A survey of product recalls across the 
world reveals that goods ranging from toys (due 
to suff ocation and laceration problems), food 
(due to beef packaged without a standard mark 
of quality), beer (due to suspected to have broken 
glass) and vehicles have had quality breakdowns 
related to steering malfunction, faulty door and air 
bags among others (Good Housekeeping, 2018). 
To conduct a product recall, the manufacturer 
or supplier must have a good SCQM integration 
framework that allows them to identify the 
fault and how it occurred and devise a means 
of correcting it as well as avoid a repeat. Th is 
implies that product recalls due to quality issues 
can be done more swift ly in QM integrated 
supply chains. Th erefore, delivery of defective 
products (whether the problem was created by 
the suppliers or the distributors) can pose serious 
risks to customers, and likely to ruin a company’s 
image and negatively aff ect profi tability (Huo et 
al., 2014a).

Supply chain quality management can be viewed 
from many perspectives including ISO 9000 series, 
country/region specifi c quality standards or total 
quality management (TQM) philosophy. ISO is a 
formal quality standard recognised globally. ISO 
certifi cation not only helps enterprises maintain 
a quality standard internally but also to enhance 
corporate image as well as compliance with 
government regulations (Dellana & Kros, 2018). 
TQM is a management philosophy that advances 
high effi  ciency, product excellence, employee 
empowerment and continuous evaluation to 
increase fi rm performance and competitiveness 
(Gunasekaran & McGaughey, 2003:361; Sahoo 
& Yadav, 2017). Dellana and Kros (2018) 
claimed that ISO 9000 series certifi cations largely 
incorporated TQM principles in their standard 

in 2000 thus eff ectively meaning that an ISO 
9000 certifi ed enterprise might be following 
the TQM philosophy. Psomas, Fotopoulos and 
Kafetzopoulos (2011) argued that organisations 
with elaborate QM systems easily achieve SCM-
QM integration especially through TQM and 
ISO certifi cations, which results in high product 
quality and customer service. Th is implies that 
SCM operations of all stakeholders in a supply 
chain are integrated and managed as a single 
entity, aimed to deliver value to the ultimate 
customer (Kannan & Tan, 2005; Fernandes et al., 
2017). Th us, integrating quality in supply chains is 
likely to result in delivery of high-quality products 
to all supply chain partners including the fi nal 
customer (Fernandes et al., 2017). Th erefore, the 
TQM philosophy as well as ISO 9000 standard 
have tenets that are likely to enhance SCM-QM 
integration (Dellana & Kros, 2018).

Talib et al. (2011) investigated the link between 
TQM and SCM and established common 
characteristics between the two concepts 
as being customer-centric with a focus on 
continuous improvement to meet dynamic 
market expectations. As such, Gunasekaran and 
McGaughey (2003) claimed that TQM can only 
thrive when there is support from top management 
and strong relationships are maintained with 
suppliers. In addition, eff ective relationships with 
suppliers ensure that quality is a responsibility 
of all supply chain members. Dellana and 
Kros (2014) claimed that incorporating TQM 
philosophy into SCM is likely to result in increased 
SCM quality. Although, manufacturers generally 
advance quality management to their customers 
downstream, Sila, Ebrahimpour and Birkholz 
(2006) established that they rarely include their 
upstream supply chain partners, especially 
powerful suppliers; this may impact negatively on 
SC quality.

Huo et al. (2014a) argued that quality 
management principles should be extended from 
the internal environment to the suppliers and 
customers because certain products are designed, 
produced and delivered to fi nal customers by 
partner organisations. Th e extension is likely to 
result in high quality products and reduction 
of supply chain costs. Th e extension can be 
championed through the three dimensions of 
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SCM-QM integration as gleaned from literature 
(Huo et al. 2014a; Huo, Qi, Wang & Zhao, 2014b; 
Zhang, Guo, Huo, Zhao & Huang, 2019). Th e 
dimensions can be summarised to include (1) 
internal quality integration, (2) supplier quality 
integration and (3) customer quality integration. 
Internal quality integration comprises of cross-
functional quality teams collaboratively involved 
in developing product designs, procedures and 
processes to meet customer requirements (Flynn, 
Huo & Zhao, 2010; Zeng et al., 2013; Zhang et al., 
2019). On the external quality integration (that is, 
supplier and customer integration), the customers 
and suppliers are involved in developing inter-
organisational strategies, practices and procedures 
and quality focused processes to meet customer 
quality requirements (Sroufe & Curkovic, 2008; 
Huo et al., 2014a). Th erefore, a SCM quality 
focus should be applied to select and develop 
suppliers as well as improve customer processes 
and customer relations (Kaynak & Hartley, 2008; 
Foster, 2008).

Adherence to quality management principles can 
vary according to industry class or position in the 
supply chain, however, this variation in quality can 
be minimized or eliminated once a manufacturer 
integrates its quality program upstream and 
downstream parts of the supply chain (Dellana 
& Kros, 2014). Th erefore, integration of SCM 
and quality management practice allows fi rms 
upstream and downstream to pursue a uniform 
quality agenda for the benefi t of the ultimate 
customer (Dellana & Kros, 2018; 2014).

Past studies that have focused on SCM-QM 
integration have reported mixed fi ndings on 
its eff ect on performance. For instance, Swink, 
Narasimhan and Wang (2007) claimed that 
supplier integration has a negative eff ect on 
performance, however integration with customers 
had no eff ect. Another study by Kouft eros, 
Vonderembse and Doll (2002) reported an 
indirect positive eff ect of customer integration 
and indirect negative eff ect of supplier integration 
on performance. Zhong et al. (2016) established 
that SCM-QM integration contributed positively 
to fi rm performance. Although literature provides 
mixed fi ndings as mentioned, development of 
an integration framework might reduce the 
discrepancies and provide a guideline to deliver 

positive results to fi rms in a supply chain.

5 PROPOSED SCM-QM INTEGRATION 
FRAMEWORK 
Talib et al. (2011) observed that SCM and 
QM share common characteristics that are 
likely to improve customer satisfaction as 
well as organizational performance. However, 
researchers have not developed frameworks that 
can guide organisations on how to integrate QM 
in SCM to achieve excellence in supply chain 
performance.

Sharma et al. (2012) claimed that SCM focuses 
on how to reduce supply chain cost and increase 
customer service levels, as well as on the strategic 
partnerships that are necessary to enhance the two 
objectives. Similarly, QM as a philosophy focuses 
on cost reduction, production of high quality 
products that satisfy customer requirements, 
employee empowerment and measurement of 
results (Dellana & Kros, 2018). Th erefore, SCM 
and QM share common dimensions and can be 
benefi cial to all supply chain partners when they 
are integrated (Dellana & Kros, 2018; Fernandez 
et al., 2017; Gunasekaran & McGaughey, 2003; 
Talib et al., 2011).

Lack of “…programs and techniques that 
encourage culturally diverse workforces” 
(Gunasekaran & McGaughey, 2003:361) have 
impeded the integration of QM with SCM. To 
overcome the SCM-QM integration challenges, 
their common dimensions are identifi ed to help in 
integration as well as successful implementation. 
Th e dimensions related to SCM and QM and 
interaction with the common dimensions is 
illustrated in the proposed SCQM integration 
framework (Figure 1). Th e proposed model 
extends the existing literature by identifying 
an enhanced list of variables for SCM, QM and 
the common dimensions. Th e model illustrates 
how the constructs interact, the points of 
integration (supplier, internal and customer) and 
implementation (procurement, internal logistics 
and distribution) as well as the likely impact areas 
of a fi rm’s SC.

SCM and QM share a number of features that, 
if well implemented within an organisation and 
among all supply chain partners, will create value 
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for the customer. Th e common dimensions must 
be aligned across the supply chain to achieve 
integration. Huo et al (2014a) argued that the SCM 
philosophy advances continuous improvement 
dimension, which is a core dimension in quality 
management. Pursuing continuous improvement 
means that organisations within a supply chain 
are able to identify problems and continuously 
devise innovative ways to get solutions to remain 
competitive (Zhong et al., 2016).

Top management commitment to SCM and 
QM is essential for the success of the integration 
agenda. Management is responsible for designing 
internal functions. In SCM terms, leadership 
designs supply networks, inventory management, 
production planning, supplier management 
and communication management. Leadership 
is also responsible for developing quality 
strategies, training human resources, planning 
and information fl ow. Top management are 
also expected to provide guidance in strategy 
and resources that will support the SCM-QM 
integration as argued by Talib, Ali and Idris (2014). 
Th e SCM and QM philosophies all advocate for 
top management support to achieve the objective 
of cost reduction and customer satisfaction 
(Zhong et al., 2016), Th erefore, proper strategic 
planning which comes from management guides 

successful SCQM integration which positively 
infl uences supply chain quality performance in 
terms of product and delivery quality, reduction of 
costs and improvement of operational fl exibility 
(Huo et al., 2014a).

To achieve the objectives of both SCM and 
QM as well as integration, it is important that 
all stakeholders are involved in the design 
of strategies, procedures and processes (Yu, 
Jacobs, Salisbury & Enns, 2013; Bon & Mustafa, 
2013). Similarly, Zeng et al. (2013) argued that 
collaboration among supply chain partners in 
terms of quality leads to improved supply chain 
quality performance. High levels of high quality 
communication among supply chain partners are 
critical to SCM and QM success as well as SCM-
QM integration (Li et al., 2005; Talib, Rahman & 
Qureshi, 2010).

Successful enterprises form strong collaborations 
and implement sustainability across the supply 
chain. Sustainability refers to development of 
businesses that are economically, socially and 
environmentally viable with suppliers and 
customers so as to reduce costs and environmental 
impact (Seuring & Gold, 2013). Leigh and Li 
(2015) argued that sustainable businesses are 
more successful than their competitors. Th erefore, 

FIGURE 1: PROPOSED MODEL FOR SUPPLY CHAIN QUALITY MANAGEMENT (SOURCE: FERNANDEZ ET 
AL. (2017); MACHADO ET AL. (2016))
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sustainability should be a point of SCM-QM 
integration to achieve high supply chain quality 
performance.

Successful SCM-QM integration is dependent 
on leadership (Soares, Soltani & Liao, 2017). 
Leadership focuses on providing an environment 
in which workers are committed to achieve high 
quality goals. Leadership is charged with creating 
a stable business environment in the supply chain 
to promote high performance (Sharif & Irani, 
2012). Th erefore, leadership is an important 
dimension in achieving SCM-QM as well as high 
supply chain quality performance (Azar, Kahnali 
& Taghavi, 2010).

QM dimensions were identifi ed as training and 
education, creation of cross-functional teams, 
product quality, maintaining a quality culture 
and employee empowerment (Huo et al., 2014a; 
Soares et al., 2017). Th e dimensions selected 
are those most likely to impact on supply chain 
quality performance. Th e identifi ed dimensions 
interact with the common dimensions (Figure 
1) to promote quality management goals among 
the supply chain partners. Th e collaborating 
enterprises are expected to train and educate 
their workers on quality matters to achieve 
continuous improvement (Soares et al., 2017). 
Th e cross-functional teams are expected to 
identify quality problems within the enterprise 
as well as from the external environment and 
provide solutions as well as preventive measures 
(Huo et al., 2014b). Zhong et al. (2016) argued 
that maintaining a quality culture requires the 
sharing of values, beliefs and attitudes between 
employees, customers and suppliers to promote a 
healthy relationship to achieve high performance. 
Th us, employees should be empowered to make 
decisions to deliver high quality products and 
services (Talib et al., 2011).

In terms of SCM, fi ve dimensions were identifi ed 
namely partnership, information technology, 
fl exibility, demand forecasting and supply chain 
performance (Gunasekaran & McGaughey, 2003; 
Zhong et al., 2016). Th e fi rms in a supply chain 
network are expected to develop a partnership 
to achieve the common goals of high quality 
at low cost to meet customer requirements. 
To maintain a good partnership relationship, 

appropriate information technology should be 
used to promote quality communication among 
partners (Zhong et al., 2016). Information sharing 
creates supply chain visibility which allows for 
operational fl exibility as well as accuracy in 
demand forecasting for proper decision making 
from top management (Huo et al., 2014b). Finally, 
measurement of various supply chain metrics such 
as cost savings, customer satisfaction, delivery 
performance, and product quality among others 
help management to design better strategies 
(Dellana & Kros, 2018; Mishra, Gunasekaran, 
Papadopoulos & Dubey, 2018; Soares et al., 2017; 
Talib et al., 2011).

Regarding SCM-QM integration, three areas of 
SCM where QM should be incorporated were 
identifi ed as procurement, internal logistics and 
distribution (Fernandes et al., 2017; Huo et al., 
2014a; 2014b). Procurement includes all inbound 
supply chain activities such as sourcing, appraisal 
and selection of suppliers, determining material 
requirements, ordering and order receipts and 
payments (Akbari, 2018). Quality management 
practices should be incorporated in each of 
the procurement activities so that the selected 
suppliers are trained and remain committed 
to supplying high quality materials (Zhong 
et al., 2016). Close relationships should be 
developed with the suppliers through enhanced 
communication and alignment of strategies to 
have a common approach to reduce procurement 
costs, improve quality of goods procured so as to 
achieve high supply chain quality performance 
(Dellana & Kros, 2018).

Internal logistics refers to the value adding supply 
chain activities within the organization that 
involve the movement and storage of inventories 
(Akbari, 2018). Management is expected to design 
the activities to achieve a seamless fl ow of goods 
and information between internal departments 
by eliminating all non-value adding activities. As 
such, leadership is expected to create a conducive 
environment where employees will contribute 
innovatively on how to identify and solve internal 
quality problems as well as how to design internal 
logistics processes with a quality focus (Huo et 
al., 2014a). Maintaining value adding activities 
and continually improving internal processes is 
likely to reduce cost, improve quality of products 
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and customer satisfaction as well as supply chain 
quality performance (Sharma et al., 2016).

Finally, distribution is a supply chain function 
that involves the movement of inventories 
from the suppliers’ source to the fi nal 
customers’ destination (Sanders, 2012). Th e 
activities under distribution include design 
of the distribution channel with supply chain 
partners, transportation, warehousing, materials 
handling, packaging, inventory management 
and information fl ows between the supply chain 
partners (Fernandes et al., 2017). It is expected 
that each of the activities in the distribution 
network from the supplier to the customer should 
be designed jointly with supply partners and 
integrate quality factors in each so as to reduce 
cost, improve product/service quality, achieve 
desired operational fl exibility and improve overall 
supply chain quality performance. Hitherto, past 
SCM frameworks such as the one developed by 
Cooper and Ellram (1993) focussed on SCM 
implementation in fi rms. Later frameworks 
have focussed on SCM and QM integration 
(Fernandez et al., 2017). However, limited studies 
have focussed on SCM-QM implementation 
frameworks and this paper aims at bridging the 
gap by proposing an implementation framework.

6 SCM-QM IMPLEMENTATION 
FRAMEWORK 
Developing an eff ective SCM-QM integration 
framework is the fi rst step in achieving supply 
chain quality. However, the framework should 
be implemented and supported diligently by all 
supply chain partners to achieve expected quality 
improvements and supply chain performance. If 
a partner fails to implement it adequately a weak 
link will be created which can result in quality 
or supply chain problems that might negatively 
aff ect customer satisfaction. In this study and 
as per the developed integration framework the 
following steps are proposed for implementation:

1. Th e fi rst step requires that every supply chain 
member diligently develops and implements 
an internal quality system that is in tandem 
with the customer expectations. Th is is in 
line with Lin and Gibson (2011) who argued 
that each SC member should develop a SCM 
quality management system internally that 

focuses on meeting customer requirements. 
Similarly, Zeng et al. (2013) claimed that 
the quality system should be implemented 
internally and its performance evaluate 
regularly to identify areas of improvement. 
Th erefore, internal quality monitoring forms 
the fundamental step in SCM-QM process 
implementation.

2. Th e second step requires enterprises to select 
suppliers and other supply chain partners 
who will support the supply chain quality 
management agenda. Th e selection criteria 
may include suppliers with a quality standard 
certifi cation (for example, ISO 9001:2015), 
membership to an industry quality award 
system, or general compliance to government 
set quality standards (Dellana & Kros, 2014; 
2018; Fernandes et al., 2017; Sharma et al., 
2012). In addition, it may require alignment 
of quality standards among the supply chain 
partners for uniformity as a prerequisite for 
SCQM integration and implementation at the 
in-bound level of the supply chain (Huo et al., 
2014a; Sharma et al., 2012). Th e enterprises 
might be required to create and nurture 
supply chain quality management teams that 
will oversee the alignment as well as manage 
the relationships between stakeholders 
(Fernandes et al., 2017). Th e enterprises should 
also design and develop distribution channels 
that will not compromise that quality of the 
goods as they move to the fi nal customer. To 
maintain the expected downstream quality 
standards, the right downstream partners 
should be selected.

3. Th e third step requires supply chain partners 
to integrate the quality standards in each level 
(that is, in-bound level through procurement, 
internal logistics and out-bound level through 
distribution) as well as in every supply chain 
activity including procurement, relationship 
management, transportation, warehousing 
and all other upstream and downstream 
functions (Fernandes et al., 2017; Sharma et 
al., 2012). Th is may require that the service 
providers (for example 3PLs) involved in 
in-bound, and out-bound logistics be also 
incorporated in the SCM-QM drive.

4. Incorporate an appropriate information 
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technology system to allow real-time 
information sharing internally and externally 
with supply partners (Fernandes et al., 2017; 
Gunasekaran & McGaughey, 2003; Soares 
et al., 2017). To achieve the expected level 
of communication, each of the SC partner 
should possess the right IT capabilities which 
may be outsourced or shared with more 
established partners. Th e IT will help to track 
products and identify likely quality problems 
before they occur, or trace to know the source 
and make corrective action. Some of the 
technologies that can be applied include the 
blockchain technology.

5. Finally, quality in the supply chain will 
be achieved when there is continuous 
measurement of product/service quality, 
delivery quality, supply chain cost and 
fl exibility (Dellana & Kros, 2018). Continuous 
measurement is likely to help identify quality 
problem. Selected quality teams will then 
provide solutions that address the problems 
and continually improve processes to create 
value for the customer as well as improve 
supply chain quality performance (Soares et 
al., 2017).

Th erefore, successful implementation of 
the proposed framework will depend on 
management’s ability to coordinate the SCM 
and QM activities among collaborating fi rms in 
addition to commitment, off ering leadership, 
involving stakeholders, better communication, 
pursuing sustainability and continuous 
improvement. Finally, implementation requires 
managers to diligently monitor quality at 
procurement, internal operations and along 
the physical distribution network to accrue the 
benefi ts of SCM-QM.

7 BENEFITS OF THE SCM-QM 
INTEGRATION FRAMEWORK 
Th e proposed SCM-QM integration framework is 
likely to infl uence (1) product or service quality, 
(2) supply chain fl exibility, (3) delivery quality 
and (4) supply chain cost (Huo et al., 2014a; 
Dellana & Kros, 2018). It is proposed that internal 
quality integration which brings together cross-
functional teams helps in designing activities and 
processes to prevent defects, reduce cycle times 
and eliminate interruptions to improve on time 

delivery performance. Th is is consistent with 
(Gunasekaran & McGaughey, 2003; Soares et 
al., 2017) who claimed that integrating QM and 
SCM ensures that non-value adding activities in 
the supply chain are identifi ed and eliminated to 
achieve high supply chain quality performance.

Supplier quality integration calls for close 
collaboration between supply chain partners 
in product designs and quality strategies. Th e 
collaborations are likely to get rid of quality 
problems and associated costs as also concluded 
in Huo et al. (2017). Similarly, the proposed 
benefi t is consistent with Wang et al. (2004) who 
concluded that SCM-QM integration is likely 
to improve quality of supply chain processes 
resulting in cost reduction, optimal resource 
utilisation and high operational effi  ciencies.

Customer quality integration is likely to design 
communication systems that collect relevant 
customer feedback. Th is proposal is aligned with 
the fi ndings of Zeng et al. (2013) who argued 
that SCM-QM integration leads to improved 
communication among all the supply chain 
partners. Th e information will be used to improve 
quality of products and quality throughout the 
distribution network in order to minimize costs 
and improve customer satisfaction.

8 CONCLUSION 
Th e growing complexity of SCM is a challenge to 
practitioners as well as researchers. Complexity 
is partly due to the involvement of many 
organisations with diverse cultures, operating 
procedures and which are located in diff erent 
parts of the globe. However, successful SCM-
QM integration and implementation requires the 
diverse organisations to have a standard quality 
system to deliver high value products at the right 
time to meet customer requirements. To achieve 
the right SCM quality management system, 
relevant dimensions were identifi ed as focus areas 
for management to attain integration. Further, the 
proposed SCM-QM implementation framework 
is likely to guide supply chain managers on 
operationalise the integration at the three levels 
of the SC (that is, upstream during procurement 
activities, internally through internal logistics 
activities and downstream by managing quality 
of the distribution activities). Th e proposed 
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framework might not be a surefi re solution for 
each fi rm, industry or region, but it provides 
guidance. Future researchers may consider testing 
the proposed framework in selected supply 
chains (for example, milk, beef, vegetables, sugar 
or steel).
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ABSTRACT                                                            
In 2017 the South African tourism and hospitality 
industry continues to grow steadily by 2.4% in 
the number of international visitors, 6.9% in their 
spending and 33.1% in their length of stay. With 
the increasing tourism volumes in the Western 
Cape, strategies should be developed towards 
managing demand and increasing customer 
satisfaction levels. In 2017 SA had about 10 000 
hospitality accommodation establishments of 
which only 50% (5 058) were graded off ering 
118 497 graded rooms. 15% of graded rooms 
in SA are off ered by large hotel chains whilst 
the majority–85%–are off ered by smaller, non-
hotel establishments such as guesthouses. 
Undoubtedly and increasingly so in the future, 
successful guesthouses will be compelled to 
become highly competitive demonstrating 
the ability to attract and retain new guests as a 
result of optimal guest satisfaction. Researchers 
continually encourage tourism and hospitality 
establishments to increase their emphasis on the 
implementation of total quality management 
(TQM) principles, practices, processes and 
interventions, commonly referred to as TQM 
effi  cacy dimensions, as part of a collective and 
holistic establishment-wide quality management 
approach. Th e researcher followed a sequential 3 
phased mixed-method research approach namely 
(1) a literature study (secondary research) to 
determine the TQM effi  cacy dimension to be 
included in the measurement instruments; (2) 
the researcher observing the physical conditions 
and behavioural activities at the 15 participating 
guesthouses (from a sample of 50 top class 4-5 

star TGCSA-graded guesthouses in the Western 
Cape) and conducting semi-structured in-depth 
interviews to discover themes and patterns to be 
included in the survey questionnaires; and (3) 
administering (a) Questionnaire 1 measuring 
the perceptions of owners, managers and staff  
of the guesthouses’ performance against the 
TQM effi  cacy dimensions pertaining to quality 
service, customer satisfaction and retention and 
(b) administering Questionnaire 2 measuring the 
perceptions of guests assessing their perception 
of the implementation of the TQM effi  cacy 
dimensions by the guesthouses they were 
staying at. Th e study identifi ed several quality 
management gaps that negatively impacted on 
their attaining optimal customer satisfaction, 
loyalty and retention. Results indicated that 86.7% 
of guesthouses acknowledge the need for and 
value of TQM but only 13.3% of the guesthouses 
were actually implementing TQM principles. Th e 
fi ndings and recommendations of the study have 
great managerial implications for guesthouses and 
serve as guide towards total quality management.

Key words: Hospitality, Total Quality Man-
agement (TQM), competitive advantage, total 
quality management, service quality, customer 
satisfaction, customer loyalty and customer re-
tention. 
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Africa Travel Indaba, SA)

INTRODUCTION 
Th e South African tourism and hospitality 
industry continues to grow steadily anticipating 
an increase in the number of travellers who will 
require suitable hospitality accommodation 
products and services. South Africa (SA) boasts 
many attractions that fascinate even the most 
discerning traveller. SA Tourism (2018) indicated 
that during 2017, compared to 2016. SA welcomed 
2.4% more international tourist resulting in a 
growth of 6.9% in revenue totalling R80.7-billion 
and 31% increase in their length of stay. Combined 
with the R22.1-billion derived from domestic 
tourism, tourism’s direct contribution to the SA 
economy in 2017 totalled R102.8-billion. Th is 
does not take into account the indirect economic 
benefi ts accrued throughout the broader tourism 
value chain.

Deng, Yeh, and Sung (2013) state that hospitality 
accommodation sector is one of the largest 
components of the tourism industry globally. Th e 
accumulative competition in the accommodation 
sector has necessitated accommodation 
establishments to start focusing on improving 
customer satisfaction with the greater purpose 
of attracting prospective customers and retaining 
loyal customers. Subsequently, an integer of studies 
have followed which centre on the assessment 
of customer satisfaction and its determinants 
in several sectors, including accommodation. 
Copious amounts of such research explore the 
relationship between service quality dimensions 
and overall customer satisfaction (Department of 
Tourism, 2016).

According to SA Tourism (2018), in 2017 SA 
had about 10 000 hospitality accommodation 
establishments. Approximately 50% of these 
facilities are graded. Th e TGCSA reports that in 
2017, there were 5 058 graded establishments in 
SA, resulting in a total of 118 497 graded rooms. 
Of the total number of graded establishments 
in SA, only 15% are owned or managed by large 
hotel chains as well as facilities for meetings, 
exhibitions and special events. Th e majority of 
the establishments–85%–comprise smaller, non-
hotel establishments such as guesthouses.

According to Popova (2006: 15,29), less than 35% 
of SA guesthouses operate at full occupancy due 
to the large range of alternative accommodation 
available that aims to satisfy the most diverse 
needs and expectations of travellers. Th is trend is 
confi rmed by Callon, Milles and Muniesa (2007: 
21), Coetzee (2015: 1), Jordaan (2001: 156) and 
Nelwamondo (2009:1). Popova (2006:29) states 
that SA off ers of the best accommodation facilities 
and transport infrastructure in all of Africa and 
will progressively attract the foreign traveller 
whilst domestic travel in SA will continue to 
play an important role in the economy. It can 
therefore be deduced that the guesthouse sector, 
as part of the hospitality sector, will increasingly 
be challenged to become highly competitive and 
subsequently, optimal guest satisfaction and 
retention will become the diff erentiating factor in 
this sector.

Guesthouses, to become and remain competitive, 
should off er a distinctive service to the modern-
day guest who wants to experience and be excited 
by a homely environment and whose needs can 
be fulfi lled by lodging establishments other than 
hotels (Coetzee, 2015: 1; Jordaan, 2001: 173). 
With the increasing tourism volumes in the 
Western Cape, strategies should be developed 
towards managing demand and increasing 
customer satisfaction levels (Oosthuizen, 2010: 
1). Customers treasure quality products and 
services which demonstrate respect for their 
needs, which refl ect value for money and exceed 
their expectations and requirements (Krüger & 
Steenkamp, 2008: 155).

Today’s volatile competitive tourism and 
hospitality industry requires that guesthouses 
develop a competitive advantage which will 
diff erentiate their product and service off ering 
from that of their competitors, including their 
level of quality of product and service off ering. It 
is important for guesthouses to design, manage 
and evaluate service packages based on customer 
expectations to ensure that their service and 
product off ering will generate the ultimate 
customer satisfaction and ensure customer 
retention (Popova, 2006: 42).

Th e Tourism Grading Council of South 
Africa (TGCSA) puts forward that (4-to 
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5-star) guesthouses can be defi ned as luxury 
accommodation of a the high quality in terms 
of the overall standard of furnishings, services, 
and customer care. Th e guesthouse should off er 
multiple room or suite options, a colour television 
with at least 12 channels, a work area (desk, 
telephone, and Wi-Fi), and an en-suite bathroom 
stocked with complimentary toiletries and towels. 
On-site facilities could include a business centre, 
concierge services, a swimming pool, gym, crèche 
or babysitting services, an on-site restaurant or 
bar, and room service available 24 hours a day. 
A full breakfast should be off ered all day, with 
the choice of seated or in-room dining (TGCSA 
Grading Criteria Booklet, 2019: 45-63).

Th e secondary research (literature review) 
indicated a signifi cant increase in the use 
of quality management frameworks for the 
measurement of service quality in the hospitality 
industry such as Oakland (2011: 146) and the 
South African Accommodation Customer 
Satisfaction Index (SAACSI) of the SA National 
Department of Tourism developed in 2016. 
Th e literature review focussed on hospitality 
service operations concepts, service quality 
concepts and quality management methods, 
customer retention strategies and the successful 
implementation of total quality management 
(TQM) effi  cacy dimensions as part of a holistic 
quality management approach and sustained by 
an integrated TQM system.

Th e purpose of the primary research conducted 
was to measure through survey questionnaires 
the extent of the implementation of TQM 
effi  cacy dimensions, as identifi ed during the 
literature review, among owners, managers, 
staff  (Questionnaire 1) and among customers 
(Questionnaire 2) of the 15 participating top-class 
(4-to 5-star) guesthouses in the Western Cape. 

LITERATURE REVIEW 
Service operations concepts 
Th e service economy consist of multiple service 
industries with their own unique service 
operations systems. Adendorff  and De Wit 
(1999: 318-324) note that the name “production 
management” was changed to operations 
management to encompass both products and 
services. Evans (2017: 16) refers to service as any 

core or complementary activity that does not 
directly produce a tangible product in terms of 
the non-goods part of the transaction between 
the customer (the guest) and the service provider.

Th e services (multi-dimensional service 
packages) should be created by diff erent kinds of 
service operations and the classifi cation of service 
systems is based on client contact including pure 
service systems (the client is constantly part of 
the service process), mixed service systems and 
professional services.

Th e personality (or culture) of the establishment 
has an important role to play regarding the 
intangible (almost “immeasurable” emotions) 
services such as the nature of customer contact 
and interaction, the atmosphere of the service 
environment and the feelings experienced by 
the client. Examples of intangible personal 
services are responsiveness, communication, 
empathy, anticipation, willingness to assist, 
showing respect, diligence, endurance to resolve 
complaints. Measuring these factors brings the 
level of quality into play (Evans, 2017: 16).

Services off ered by hospitality establishments 
relate to accommodation packages with explicit 
and implicit benefi ts provided by support facilities 
(service-scape factors) and utilising supporting 
goods. Th e characteristics of the service system 
and its delivery process also explain its challenges 
such as intangibility (services cannot be easily 
displayed or kept in inventory), perishability and 
diffi  culty to standardise services. Other challenges 
relate to the diffi  culty to measure service quality.

Service quality concepts 
Dale, Bamford and Van der Wiele (2016), state 
that with the growing importance of the service 
economy one can argue that service quality is 
just as important as product quality. Th ey note 
a few strategic and functional advantages for 
service excellence in terms of customer loyalty 
(repeat customers) and attracting new customers 
through positive word-of-mouth communication. 
Keeping current customers is more cost-eff ective 
than attracting new customers. Th e authors 
also note developing relationships and rapport 
with customers through service quality enables 
organisations to identify customer needs and 
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preferences whilst service quality could increase 
employee job satisfaction and loyalty. Good 
service quality improves corporate image, reduces 
costs and increases productivity and profi tability.

In the light of constructing the SA Accommodation 
Customer Satisfaction Index (SAACSI), an 
extensive review of the existing literature has 
been carried out in order to fi nd the best index 
for SA. (Department of Tourism, 2016:9). A 
short overview of these models are given in the 
subsequent paragraphs.

It can be stated that the fi rst Customer 
Satisfaction Index developed can be referred to 
as the Swedish Customer Satisfaction Barometer 
(SCSB) (Tourism Department, 2016: 10; Fornell, 
1992). Th is index allows for the measurement 
of customer satisfaction at organisational and at 
manufacturing level (Fornell, Johnson, Anderson, 
Cha and Bryant, 1996). Th e SCSB model 
encompasses two main precursors of customer 
satisfaction namely perceived performance 
(value) and customer expectations. Further to the 
aforementioned, the SCSB model also comprises 
of two consequences of customer satisfaction 
which can be outlined as customer complaints 
and customer loyalty (Department of Tourism, 
2016: 11).

Following the success of the SCSB Index Model, 
the American Customer Satisfaction Index Model 
(ACSI) was developed (Department of Tourism, 
2016: 12; Hsu, 2008). Th e principal goal of the 
ACSI model is to provide an instrument which 
can be utilised for measuring and improving 
performance at a company level, industry level 
and at a national level (Fornell et al., 1996). Th e 
aforementioned is achieved by facilitating the 
measurement of the level of customer satisfaction 
along with its antecedents and consequences 
(Johnson, Gustafsson, Andreassen, Lervik & Cha, 
2001).

Another major customer satisfaction index 
is the European Customer Satisfaction Index 
(ECSI) model. Th e objective of the ECSI was 
thus to off er European countries a standard 
analytical instrument which measured customer 
satisfaction which included antecedents and 
consequences. Th e ECSI model facilitated the 

benchmark of customer satisfaction between 
countries within the European continent as well 
as between Europe and America (Department 
of Tourism, 2016:14). Th e ECSI model is based 
on the SCSI model and the ACSI model. Th e 
correlation between customer expectations, 
perceived value and quality, customer satisfaction 
and customer loyalty encompassed in the ECSI 
model are interchangeable to that of the ACSI 
model (Department of Tourism, 2016:14; Eklöf, 
2000).

Research conducted by the National Department 
of Tourism (2016), also built on previous 
indices of customer satisfaction such as the 
above mentioned ACSI, European Customer 
Satisfaction Index (ECSI) and the Swiss Index of 
Customer Satisfaction (SICS) and has extended 
these indices by integrating fi ndings of researchers 
including Deng and Sung (2013), Hao, Yu, Law, 
and Fong (2015) and Ren, Zhang and Ye (2015). 
Th e aforementioned studies are imperative in 
ensuring that new dimensions of service quality, 
specifi cally relevant to the accommodation 
sector, are included in the present study to ensure 
a comprehensive and accurate SAACSI. Th e 
SAACSI was developed by applying the process 
and formulation used by Fornell et al. (1996) 
amongst others.

Dale et al. (2016:122) state that service quality 
is more diffi  cult to defi ne than product quality 
due to its personal nature, intangibility and 
multidimensionality, hence, the plethora of 
service quality defi nitions found in literature. 
Further to the aforementioned, they argue that 
various defi nitions for service quality exist but 
essentially management must meet customer 
needs and understand how well the service level 
matches customer expectations.

Th e premise is that services packages must be 
defi ned by the market and then designed and 
developed. Service quality is also at the source 
and its characteristics (service dimensions) must 
be well defi ned and understood to be transformed 
(delivered, provided or rendered) from inputs to 
outputs. Service quality management will focus 
on these service quality dimensions by diff erent 
means. Managing services is very personal and its 
leaders and culture cannot be separated or isolated 
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from the core of the business or from its service 
operations system. Th e particular management 
framework used by the establishment will 
determine what (and how it) should be managed. 
A holistic framework based on the principles 
of TQM is ideal to manage service quality as 
comprehensively as possible (Parasuraman 1985).

Management of service quality 
It can be stated that diff erent service quality 
dimensions are important factors relating to 
overall customer satisfaction (Deng & Sung, 
2013). It is therefore critical to identity these 
service quality dimensions applicable to the 
accommodation sector which is characterised 
by specifi c premises not evident in other service 
sectors (Department of Tourism, 2016).

Th e management of service quality entails several 
dimensions such as control, measurement, 
improvement and sustainability. In this context 
Foster (2015:41–42) notes this process in terms 
of quality control, quality assurance and quality 
management. Th e models or frameworks used 
to manage service quality vary while several 
industry-specifi c tools are also used. Th ese 
models usually focus on the sources (origins) of 
quality with the body of thought that quality is at 
the source. Foster (2015: 27) provides a summary 
of this view where quality is based in terms of 
user-based, product-based, value-based, process-
based and transcendent. Quality is transcendent 
when it is intuitively understood and experienced, 
diffi  cult to communicate and measure such as 
ambiance, beauty or love. Product-based quality 
is found in the components and attributes of a 
product and user-based quality refer to customer 
satisfaction based on expectations. Process-based 
quality refers to the manufacturing process in 
terms of design specifi cations, effi  cient processes 
and quality materials used. Value-based quality is 
how customers perceived the value of the service 
package in terms of dimensions such as cost and 
personal benefi ts. 

Service quality models 
Service quality research is being done in several 
service industries. Wilkins, Merrilees and 
Herington (2007), focused on the hotel industry, 
the work by Arasli, Ekiz and Katircioglu (2008) 
was for the health-care industry and Dirkse van 

Schalkwyk (2011), studied service quality for 
higher education. Further research on general 
service quality include Svensson (2006), Caceres 
and Paparoidamis (2007) and Di Mascio (2007).

Th e measurement of quality is an important part 
of management to enable the service provider to 
address the gaps between service levels provided 
and service level expectations.  Th is study focused 
on the holistic TQM approach to manage and 
measure service quality as a further development 
and integration of other models namely, the TQM 
model (Oakland, 2011: 474), which is based on 
what is referred to as the ‘four P priorities’, namely 
planning, performance, process and people as 
well as the less tangible ‘three C factors’, namely 
culture, communication and commitment.

Other models include a number of gap models 
such as the RATER model, designed by Zeithaml 
(1990), for the analysis of the perception gap 
and the INSQPLUS model, (Gržinić, 2007), 
considered for the development of an internal 
service quality measure.

Carrillat, Jaramillo and Mulki (2007) annotate 
SERVPERF as a reliable instrument. Further to the 
latter is the SERVQUAL instrument developed by 
Parasuraman, Zeithaml and Berry (1988), which 
involves the use of fundamental and generic 
service dimensions. Barnes (2007) provides 
evidence that SERVQUAL is a tried and tested 
instrument that has been successfully applied 
in various service industries. Foster (2010:165) 
summarises the primary gaps measured by 
SERVQUAL such as the gap between service 
quality specifi cations and the service that is 
actually provided and the gap between customer 
expectations and management’s perception of 
these expectations. Th e utilisation of these models 
and combinations thereof is undoubtedly useful, 
however, this study investigated the proposition 
that a holistic approach to service quality could 
be more eff ective especially if an industry-specifi c 
model can be developed for top-class guesthouses 
in SA. 

With reference to recent investigative studies 
conducted, it can be stated that service quality 
of accommodation services in South Africa was 
found to be best represented by applying ten 
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dimensions. Th ese dimensions can be identifi ed 
as general infrastructure, room quality, front desk 
quality, food and beverage quality, safety and 
security, attitude and behaviour of employees, 
expertise of employees, customer interaction, 
sociability and waiting time (Department of 
Tourism, 2016:16-23).

A TQM approach for service quality 
Th e leaders of total quality control (TQC) such 
as Armand V Feigenbaum commenced with 
theories around organisation-wide improvement 
programs. His theories developed during the 
1980’s and with the infl uence of other “quality 
gurus” he saw them mature into Total Quality 
Management (TQM). Some of the basic principles 
on which Feigenbaum based TQC were a series 
of descriptors such as quality is a process that 
covers the whole organisation and quality is 
what the customer says it is. Aft er World War 
II, the TQM approach was further developed by 
Deming and Juran and implemented in Japanese 
organisations. Slack, Brandon-Jones, Johnston, 
Phihlela (2017:451) defi ne TQM as an eff ective 
system for integrating the quality development, 
quality maintenance and quality improvement 
eff orts of the all groups in any kind of organisation 
to enable production and service delivery at 
the most economical levels (reducing cost and 
wastage and increase revenue and market share) 
which allow for full (internal and external) 
customer satisfaction.

Th is holistic management approach centres 
on the management of organisation-wide 
quality (Du Toit, Erasmus & Strydom, 2010: 
235). Th e concept also serves as a management 
philosophy that focuses on improving the quality 
of a company’s resources, products and services, 
iterates that all company operations should be 
oriented toward this goal (Hill & Jones, 1995). For 
this reason, TQM is unique by fi rst focusing on 
both the internal customer and the organisation’s 
internal processes and environment as well 
as the external customer. TQM is therefore a 
management framework that can be implemented 
as a discipline to protect against and reduce errors 
in the organisation and create value in each work 
process in order to meet the success of operations 
and in other functional areas of customer 
services, marketing, human resources, fi nance, 

and accounting (Tuntirattanasoontorn, 2005: 49).

TQM has been implemented in several service 
industries and although the concept has been 
popular within the hospitality, the results of the 
empirical research will show that only a few 
establishments have a formal TQM management 
framework or system. Th e potential of TQM is 
enormous because it can enable organisations to 
advocate organisational strategies and changes 
that can transform it into a more internal and 
external customer-friendly business (Oliver, 
1996: 7). If only this can be achieved it would be a 
massive leap forward for the hospitality industry. 
Despite the apparent low adoption of TQM 
principles, many commentators and researchers 
continue to encourage organisations to increase 
their emphasis on the implementation of TQM 
principles and practices (Chartrungruang, Turner, 
King & Waryszak, 2006: 52–57; Gundersen, 
Heide & Olsson, 1996: 72–81; Boella, 1986: 29–
36; Umbreit, 1987: 11; Redman & Mathews, 1995; 
Roberts, 1995; Go, Monachello & Baum, 1996 
and Soriano, 1999: 54–59). 

Integrated total quality management models 
Some years ago, Oakland (2011: 474) presented 
a model for TQM based on what is referred 
to as the ‘four P priorities’, namely planning, 
performance, process and people as well as the 
less tangible ‘three C factors’, namely culture, 
communication and commitment. Th ese factors 
encapsulate soft  management factors which need 
to be integrated into the four P priorities in order 
for TQM to be implemented eff ectively (Pitout, 
2007:  8; Oakland, 2003: 26–27). Deming is also 
credited for developing the Deming Wheel, or 
plan-do-check-act (PDCA) cycle, although it 
was originally formulated by Walter Shewhart 
and later renamed by the Japanese. Generally 
referred to as the PDCA Cycle, it can eff ectively 
be applied during the implementation of TQM 
in an organisation. Th e PDCA activities have 
prominent similarities to the four P activities of 
Oakland, namely plan (P) for changes, do (D) 
the changes, check (C) whether changes have 
the required eff ect and act (A) to ensure the best 
benefi ts from the changes (Pitout, 2007: 11).

Effi  cacy dimensions of TQM 
As identifi ed during the literature review, in TQM, 
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the work accomplished within an establishment 
can be viewed as part of a process, which refers to 
a repetitive sequence of activities, each carrying 
a quality dimension (Shahbazipour, 2007: 51). 
Th ese quality dimensions emphasise adding value 
to each process, constantly increasing quality 
levels and levitation productivity per individual 
employee (Motwani, 2001: 292–300). TQM in 
the hospitality industry entails developing and 
implementing a number of effi  cacy dimensions 
of service quality, including the following: 
reliability, courtesy, tangibles, responsiveness, 
competence, credibility, access, communication, 
understanding and knowledge of the customer, 
staff  involvement, emphasis on communication, a 
focus on the customer, an awareness of the external 
market, the need to develop supplier partnerships, 
measurement of quality and developing a culture 
geared towards quality improvement (Sackdev & 
Verma, 2004: 102; Shahbazipour, 2007: 34–35; 
Parasuraman, Zeithaml, & Berry, 1985: 41–50; 
Zairi, 2002: 35; Oakland & Beardmore, 1989: 
135; Lungiswa, 2009: 29–31; Th iagarajan & Zairi, 
1997: 270–286; Zairi & Youssef, 1995: 17).

THE RESEARCH PROBLEM, PURPOSE 
AND OBJECTIVES 
SA Tourism (2018) expects continued future 
growth of at least 2.4% per annum in this tourism 
industry in SA that will require increased and 
improved accommodation services. With the 
ever-increasing tourism volumes in the Western 
Cape, strategies should be developed towards 
managing demand and increasing customer 
satisfaction levels. As captured in the South 
African Accommodation Customer Satisfaction 
Index (SAACSI), as developed by the National 
Department of Tourism (2016), customers expect 
service quality that refl ects value for money 
and exceeds their requirements if optimal guest 
satisfaction, guest loyalty and guest retention are 
to be attained. Undoubtedly, future successful 
guesthouses will be compelled to diff erentiate 
themselves from their competitors and set and 
attain goals of becoming highly competitive, 
develop the ability to attract new guests and to 
retain them.

Researchers continuously encourage tourism 
and hospitality establishments to increase their 
emphasis on the implementation of total quality 

management (TQM) principles and practices 
as a holistic quality management approach. Th e 
fundamental premise of the reported study was 
that service excellence delivery by top-class 
guesthouses in the Western Cape could be achieved 
more eff ectively through the implementation 
of TQM and its effi  cacy dimensions in order to 
increase customer satisfaction and customer 
retention.

Th e research problem was formulated as 
follows: What have top-class guesthouses in the 
Western Cape put in place to implement TQM 
principles, processes and interventions (effi  cacy 
dimensions) as a means to improving the quality 
of a guesthouse’s resources, products and services 
that will result in high guest satisfaction, view of 
value for money, guest loyalty and guest retention?

Th e purpose of the research was to determine 
what gaps exist between the TQM effi  cacy 
dimensions as identifi ed from the literature 
research, posing a framework for TQM that 
will result in customer satisfaction, customer 
loyalty and customer retention, on the one side 
compared with that implemented and practised 
by the participating guesthouses from the 
perspective of owners, managers, staff  and guests 
at the participating guesthouses.

Th e research objectives were formulated as 
follows:

1. To determine the most appropriate and 
eff ective research methodology to conduct 
the study 

2. To research the tourism and guesthouse 
industry internationally and nationally 
and provincially in SA to determine the 
signifi cance of the industry economically, the 
concepts and characteristics of service quality, 
customer loyalty, customer satisfaction 
and customer retention and models and 
frameworks available to measure the concepts 
of quality and signifi cance thereof in the 
tourism industry 

3. To research the concepts of TQM, effi  cacy 
dimensions and the holistic organisation wide 
approach to quality management that relate 
to improved service quality, customer loyalty, 
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customer satisfaction in order to develop a 
questionnaire as research instruments for 
the measurement of perceptions of internal 
customers of guesthouses (owners, managers 
and staff ) of TQM, service quality, customer 
loyalty and customer satisfaction as well as a 
questionnaire for external customers (guests) 
of guesthouses to measure their perception 
of service quality, customer loyalty, customer 
satisfaction. 

4. To conduct the questionnaire surveys amongst 
the guesthouses internal customers (owners, 
managers and staff ) and external customers 
(guests) 

5. To analyse all information gathered during 
the primary research namely qualitative data 
obtained during the observation by researcher 
as well as quantitative data gathered during 
the questionnaire survey applying the 
two questionnaires, in order to formulate 
conclusions and make recommendations on 
actions to be taken by top-class guesthouses 
and future researchers on the topic. 

RESEARCH POPULATION AND SAMPLE 
Th e research population comprised 4-5-star 
guesthouses in the Western Cape Province, as 
graded by the Tourism Grading Council of SA 
(TGCSA). A convenient number of guesthouses 
in the population, namely fi ft y (50), were 
randomly contacted through a combination of 
methods namely by email or by telephone or by 
visits. Fift een (15 well-known and prominent 
guesthouses responded positively and decided to 
participate in the study. Th e researcher obtained 
a personal rapport from willing participants to 
provide access to an in-depth mixed-method 
investigation. Th e sample of 15 guesthouses 
agreed to participate as case studies in terms 
of the 15 owners and /or managers and 30 staff  
members of which 27 were female and 18 were 
male. 61 Guests staying at the guesthouses during 
the time of the study.  

RESEARCH METHODOLOGY 
Th e researcher conducted research in three (3) 
phases namely,

• Phase 1: Literature study (Secondary research)
• Phase 2: Observation by researcher at 15 

participating guesthouses and conducting 
of preliminary interviews with the owners, 
managers and staff  of the 15 guesthouses 
and development of the questionnaires as 
measuring instruments, and

• Phase 3: Administering of the 2 survey 
questionnaires as primary research including 
analysis of results, formulating fi ndings, 
conclusions and recommendations.

Phase 1: Th e secondary research comprised the 
study of the following; 
1. Determine the most appropriate and eff ective 

research methodology to conduct the study 
2. Determine the signifi cance of the tourism 

industry economically 
3. Explore the concepts and characteristics of 

service quality, customer loyalty, customer 
satisfaction and customer retention and 
models and frameworks available to measure 
the concepts of quality and signifi cance 
thereof in the tourism industry 

4. Explore various models to measure quality 
including the South African Accommodation 
Customer Satisfaction Index (SAACSI) and 
models developed by researchers in the fi eld. 

5. Identify all applicable TQM effi  cacy 
dimensions that will ensure a holistic 
organisation wide approach to quality 
management 

Phase 2: Th e primary research in Phase 2 
comprised the following: 
1. Observation of physical conditions (infra-

structure) and behavioural activities at the 15 
guesthouses and conducting semi-structured 
interviews with owners, managers and staff  of 
the 15 guesthouses. 

2. Developing Questionnaire 1 for owners, 
managers and staff  of guesthouses based on the 
fi ndings of the literature study, observations 
made by the researcher and preliminary 
interviews conducted with owners, managers 
and staff . 

3. Administering the questionnaire for 
owners, managers and staff  at 5 guesthouses, 
selected randomly from the 15 participating 
guesthouses, to compare the respondents’ 
responses to the questionnaire in Phase 2 with 
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their responses in Phase 3 for determining 
reliability of the measuring instrument 

4. Developing Questionnaire 2 for guests of 
the guesthouses based on the fi ndings of the 
literature study and observations made by the 
researcher 

5. Administering Questionnaire 1 at 5 
randomly selected guesthouses from the 15 
participating ones in order to be able to test 
the questionnaire as “pilot study” and to make 
changes if required but also to serve as basis of 
determining the reliability of the questionnaire 
when the responses of the respondents during 
the measurement in Phase 2 are compared 
with the responses of the same respondents 
during the measurement in Phase 3. 

Phase 3: Th e primary research in Phase 3 
comprised the following: 
1. Administer Questionnaire 1 amongst 15 

owners and managers and 30 members of staff  
(internal customers) of the 15 guesthouses. 
Th is questionnaire measured the perceptions 
of owners and managers and staff  regarding 
the implementation of a range of TQM 
effi  cacy dimensions at the guesthouses. 
Section A generated biographical information 
from the respondents and years of service in 
the hospitality industry. Section B contained 
questions regarding quality management 
matters requiring “Yes” or “No” responses 
to statements and their agreement or 
disagreement with the statements by selecting 
a value on a fi ve-point Likert scale.   Th e 
researcher used a non-participant observer 
to administer the questionnaire at the 
participating guesthouses subsequent to a full 
briefi ng an coaching by the researcher.. 

2. Administer Questionnaire 2 amongst 61 
guests (external customers) staying at the 15 
participating guesthouses during the time of 
the study. Th is questionnaire contained 15 
statements on service quality requiring of 
guests to select one of fi ve values on a Likert 
scale that best describe their perception 
and experience at the guesthouses. Th e 
researcher the same non-participant observer 
administering Questionnaire 1 to administer 
Questionnaire 2. 

3. Analyse all information gathered during 

the primary research namely qualitative 
data obtained by the researcher during 
the observation and interviews as well as 
quantitative data gathered during the 2 
Questionnaire Surveys amongst internal and 
external customers and formulating fi ndings, 
tendencies and patterns. 

4. Formulate conclusions and make 
recommendations on actions to be taken by 
top-class guesthouses to become and remain 
competitive through implementing a holistic 
TQM approach and subsequently ensuring 
optimal customer satisfaction and retention. 

RELIABILITY AND VALIDITY 
According to Collis and Hussey (2003:10) 
and Lungiswa (2009:57), descriptive surveys 
are frequently used in business research. Th e 
descriptive survey, as defi ned by Ghauri, 
Grønhaug and Kristianslund (1995:60), 
encapsulates the characteristics which indicate 
how many members of a particular population 
have a certain characteristic.

Lungiswa (2009:58) states that in order to 
maximise reliability and validity and to avoid 
bias in the formulation of questions and/or 
statements contained in the questionnaire, the 
following principles should be kept applied 
namely avoidance of double-barreled statements, 
avoidance of double-negative statements, 
avoidance of leading statements and avoidance of 
the assumption of prior knowledge.

According to Leedy and Ormrod (2005:28) 
reliability is the consistency with which a 
measuring instrument yields a certain result 
when the entity being measured has not changed. 
Reliability is therefore concerned with accuracy. 
It is the extent to which, on repeated measures, an 
indicator yields similar results (Leedy, 1993:42; 
Jackson, 1995:338). Jackson (1995:338) states that 
reliability in quantitative research projects can be 
assessed by repeating a question in the question 
schedule or by repeating the survey.

Towards determining reliability, the researcher 
has administered Questionnaire 1 amongst 
owners and managers and staff  of 5 randomly 
selected guesthouses from the 15 during Phase 
2 of the study and repeated the administering of 
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Questionnaire 1 during Phase 3 simultaneously 
at the other 10 participating guesthouses. Th e 
researcher compared the responses of the 
5 guesthouses during Phase 2 and Phase 3 
measurements and found a 97% similarity in 
responses to the same Questionnaire 1 but 5 
weeks apart hence rendering the Questionnaire 1 
as highly reliable.

Alshumaimeri (2001:1) explains that any type 
of research necessitates validity analysis. Th e 
objective of validity is to ensure that the scale of 
each item to be measured as well as each question 
of the questionnaire measures what they are 
supposed to measure. A scale is valid to the extent 
to which it measures what it is intended to measure 
(Alshumaimeri, 2001:1). Leedy (1993:40) states 
that validity of data or information obtained is 
accomplished when it demonstrates what it is 
meant to demonstrate. Utilisation of the correct 
measuring instrument(s) is crucial as affi  rmed 
by authors who state that validity is linked to the 
eff ectiveness of the measuring instrument

Eff ectiveness of the measuring instruments can be 
determined when the researcher can without any 
doubt positively answer the following questions: 
Does the instrument measure what it is supposed 
to measure? How accurately does it measure? 
It should be taken into consideration that 
several types of validity have diff erent meanings 
in qualitative research projects compared to 
quantitative research studies (Jackson, 1995:336; 
Cassell & Symon, 1994:3; Kreft ing, 1990: 214). 
Jackson (1995: 336) suggests that in qualitative 
research projects, the issue of validity should 
rather be thought of as credibility.

Th e researcher considered the content validity 
of the questionnaires applying three approaches 
to obtaining content validity as suggested by 
Alshumaimeri (2001:4) , namely (a) carefully 
defi ning what is to be measured, (b) a thorough 
literature review to identify items for inclusion 
in the questionnaire, and (c) experts in the 
hospitality and guesthouse industry were 
approached (owners and managers of top-class 
guesthouses) to acquire opinions on whether an 
item should be included (Alshumaimeri, 2001:4).

CODE FOR ETHICAL RESEARCH 
Th e researcher applied the guidelines for ethical 
research as formulated by Welman, Kruger and 
Mitchell (2005) as well as Bryman and Bell (2011), 
both stating the importance of ethical behaviour 
in research. Th e researcher applied the following 
ethical principles during the research:

1. No stress or harm to their self-esteem were 
infl icted upon the research participants. 

2. Participants participated freely with verbal 
consent.

3. Th e researcher embarked on the research 
involving the use of her knowledge and skills 
in which she was adequately trained.

4. A thorough review of the literature 
preceded the primary empirical research 
ensuring that the same research was not 
conducted previously. 

5. Acknowledgement were applied and 
permission obtained were applicable and 
appropriate throughout the research.

6. No invasion of privacy of participants 
or any transgressions of their right or lack 
of respect for an individual’s values were 
demonstrated at any time.

7. Th e researcher presented her research with 
openness, clarity and honesty to all parties 
involved without any misrepresentation or 
deception.

8. Th e fi ndings of the study was recorded 
and published without any falsifi cation or 
misleading reporting of results.

RESULTS OF THE STUDY 
Phase 1: Secondary research: Literature review 
Th e researcher explored various research 
methodologies and decided upon a mixed 
qualitative and quantitative approach towards the 
study that included observations, semi-structured 
interviews and the design and administering 
of 2 questionnaires; one for owners, managers 
and staff  of guesthouses (internal customers) 
and a second questionnaire for guests (external 
customers ) staying at the guesthouses.

Th e researcher explored the concepts and 
characteristics of service quality, customer loyalty, 
customer satisfaction and customer retention 
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as well as models, frameworks and customer 
satisfaction indices available to measure the 
concepts of quality and signifi cance thereof in the 
hospitality sector in the tourism industry. Various 
client satisfaction models were explored such 
as Oakland (2011), Parasuraman et al. (1985), 
Popova (2006), Pitout (2007) and the SAACSI of 
the National Department of Tourism (2016:5).

Th e researcher also explored the concepts, 
principles and practices of TQM and the holistic 
establishment –wide implementation of the TQM 
approach. Applicable TQM effi  cacy dimensions as 
key success factors for total quality management 
in the hospitality sector were identifi ed. Th ese 
dimensions identifi ed during the literature review 
were then applied and formed the basis for the 3 
measurement instruments of the study namely, 
observation and interviews, Questionnaire 1 for 
owners, managers and staff  and Questionnaire 2 
for guests of the 15 participating guesthouses.

Phase 2: Findings and discussions of the 
observations and semi-structured interviews by 
the researcher 
In terms of the general observations and semi-
structured interviews conducted by the researcher 
at all 15 participating guesthouses, portrayed 
excellent facilities, beautiful interior and exterior 
decoration and a lively ambiance, contributed 
to overall top-class quality images portrayed by 
the guesthouses. In terms of service scape a few 
improvement gaps such as safety and maintenance 
issues were identifi ed. Th ese shortcomings were 
not signifi cant enough to be a concern regarding 
the tangible components of their service package 
off ered. In all 15 cases the study brought about 
a renewed awareness of the importance of the 
tangible dimensions of service quality.     

From the interviews conducted, the researcher 
determined that only 12 of the 45 (27%) 
owners and/or managers and staff  respondents 
interviewed were able to defi ne TQM or to name 
the elements of quality management implemented 
at their guesthouses. Only 8 of the 45 (18%) owners 
and/or managers and staff  could indicate what the 
relation was between service quality, customer 
satisfaction and customer retention. Although 14 
of the 15 (93%) owners and/or managers agreed 
on the importance of open communication with 

staff , 24 of the 30 (80%) of the staff  members 
interviewed complained about communication 
from management. It was also determined 
that the guesthouses implemented their own 
understanding of quality management which, 
in general, comprised of draft ing operational 
procedures and standards and training staff  in 
the applying of the standard operating procedure 
manuals.

Th e researcher developed Questionnaire 1 for 
administration amongst owners, managers and 
staff  and Questionnaire 2 for administration 
amongst guests, based upon the fi ndings of the 
literature study as well as the observations at the 
15 guesthouses and interviews with 15 owners 
and/or managers and 30 members of staff  at these 
guesthouses.

Phase 3: Findings and discussions of 
Questionnaire 1 survey among owners, 
managers and staff  
Biographical profi le of owners, managers and staff  
45 Respondents of the guesthouses participated 
in the survey of which 15 were owners and/or 
managers and 30 were staff  members. Female 
respondents represented 60.0% (n=27) and 
male respondents represented 40.0% (n=18). 
Th e front of the house department represented 
77.8% (n=35) of the sample, while 73.3% (n=33) 
of the respondents had up to 10 years of service 
experience in the hospitality industry. Th ere were 
no signifi cant statistical diff erences in responses 
related to gender, department or tenure.

Familiarity with TQM principles 
Findings indicated that only two thirds of the 
respondents were familiar with the principles 
of TQM while only 13.3% indicated that the 
guesthouses implemented these principles. Th e 
fact that nearly all (97.8%) acknowledged the 
value of the implementation of TQM as a means 
for improved service quality predisposes a positive 
tendency towards change and implementing a 
comprehensive TQM system at highly graded 
guesthouses. Th e responses by owners, managers 
and staff  pertaining to TQM statements be 
summarised as follows:

Importance of service quality for customers 
Nearly all (97.8%) acknowledged the importance 
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of service quality for customers, which explained 
the service quality culture observed by the 
researcher at the participating guesthouses. Th is 
meant that, irrespective of the unique nature 
of each guesthouse’s management and cultural 
context, the importance of service quality and 
customer satisfaction was acknowledged by the 
respondents.

High standards of customer service 
When granted the opportunity to refl ect on 
their own work standards, nearly two third 
of respondents (59.1%) acknowledged the 
correlation between high work standards and 
high standards of customer service. A signifi cantly 
high proportion of respondents (77.8%) refl ected 
their positive inclination towards more effi  cient 
and cost-eff ective task execution and service 
delivery, whilst most of the respondents (86.7%) 
acknowledged the need for improvements in their 
quality programmes.

Supportive service quality culture 
Th e research results suggest the existence of a 
supportive service quality culture, a high awareness 
of the importance of quality customer service and 
acknowledgement of the signifi cance of customer 
retention and the role that a TQM system can play 
in attaining optimal service delivery standards for 
optimal customer satisfaction and retention. 

Manager-employee interactions 
A large majority of respondents (86.7%) were 
reluctant or not aware of a system (or practice) 
whereby they could make suggestions to 
management for improvement of service quality. 
Only 31.8% of the respondents fully agreed 
that the entire workforce understood and was 
committed to the vision, values and quality goals 
of the organisation. Only 31.1% of respondents 
indicated that they received rewards and 
recognition for best performance in their jobs.

Internal communication 
Only 22.7% of respondents expressed satisfaction 
with regard to eff ective top-down and bottom-
up communication channels at their respective 
guesthouses. In addition, only 47.7% of 
respondents indicated that they fully agreed that 
policies were communicated to employees. Less 
than one third of respondents (31.8%) indicated 

that managers of departments shared their 
information and experiences with their workers.

Training and teamwork 
Although 77.8% of respondents strongly agreed 
that training and development forms an integral 
part of TQM, only 40.9% of respondents strongly 
agreed that managers assume active roles as 
facilitators of continuous improvement, as 
coaches of new methods, as mentors and as leaders 
of empowered staff . Only 22.7% of respondents 
strongly agree that quality training was indeed 
given to managers, supervisors and employees. 
Only 31.8% of respondents indicated that they 
fully agreed that management encourages 
teamwork.

Phase 3: Findings and discussion of 
Questionnaire 2 survey among guests 
Th e responses of guests to questions regarding 
service quality are summarised in Table 1 below.  
Th e results displayed in Table 1 can be summarised 
as follows:

Communication and long-term relations with 
customers 
Only 47.5% of respondents indicated that 
the guesthouse customises relationships with 
individual guests or group of guests. Only 19.7% 
of respondents indicated that the guesthouse 
regularly attracts compatible guests (guests with 
similar expectations of the guesthouse regarding 
quality products and services), while only 23% 
of respondents indicated that the guesthouse 
regularly rewards guests for their business. Less 
than half of respondents (44.3%) indicated 
that the guesthouse maintains a database of 
guest preferences and details. Although 23% of 
respondents indicated that regular business with 
a specifi c guesthouse resulted in tokens of reward, 
19.7% of respondents held the opinion that their 
regular support had never been acknowledged or 
rewarded.

Interaction between customers 
Only 26.2% 26.2% of respondents indicated 
that the guesthouse regularly promotes positive 
encounters between guests, while only 6.9% 
of respondents indicated that the guesthouse 
regularly introduces guests to each other. Less 
than a third (29.5%) of respondents indicated 
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TABLE 1: RESPONSES OF GUESTS TO STATEMENTS PERTAINING TO CUSTOMER SATISFACTION

CUSTOMER ELEMENTS 1  
Never

2 
Seldom

3 
Unsure

4 
Oft en

5 
Regularly

TOTAL 
RESPONSES

C1. Th e guesthouse focuses 
on building long-term 
relationships with guests.

0 1 5 21 34 61

0.0% 1.6% 8.2% 34.4% 55.7% 100.0%

C2. Th e guesthouse measures 
the satisfaction level of guests 
with the service quality 
experienced at the guesthouse.

0 0 6 22 33 61

0.0% 0.0% 9.8% 36.1% 54.1% 100.0%

C3. Th e guesthouse 
maintains a database of guest 
preferences and guest details.

1 2 16 15 27 61

1.6% 3.3% 26.2% 24.6% 44.3% 100.0%
C4. Th e guesthouse 
customises relationships with 
individual guests or groups of 
guests.

1 2 17 12 29 61

1.6% 3.3% 27.9% 19.7% 47.5% 100.0%

C5. Th e guesthouse recognises 
and rewards guests for their 
business.

12 10 12 13 14 61

19.7% 16.4% 19.7% 21.3% 23.0% 100.0%
C6. Th e guesthouse attracts 
similar or compatible guests 
to the guesthouse.

1 7 16 25 12 61

1.6% 11.5% 26.2% 41.0% 19.7% 100.0%
C7. Th e guesthouse promotes 
positive encounters between 
guests.

0 9 18 18 16 61

0.0% 14.8% 29.5% 29.5% 26.2% 100.0%
C8. Th e guesthouse manages 
the physical environment 
to facilitate the interaction 
between guests

0 9 18 16 18 61

0.0% 14.8% 29.5% 26.2% 29.5% 100.0%

C9. Th e guesthouse introduces 
guests to each other.

5 13 24 12 4 58
8.6% 22.4% 41.4% 20.7% 6.9% 100.0%

C10. Th e guesthouse 
encourages employees 
to provide information 
regarding the behaviour of 
guests to management.

3 6 18 25 9 61

4.9% 9.8% 29.5% 41.0% 14.8% 100.0%

C11. Th e guesthouse ensures 
that customer satisfaction 
surveys are done regularly.

0 2 6 17 36 61

0.0% 3.3% 9.8% 27.9% 59.0% 100.0%
C12. Th e guesthouse 
compares its customer 
satisfaction with that of its 
competitors.

2 2 36 15 6 61

3.3% 3.3% 59.0% 24.6% 9.8% 100.0%
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that the guesthouse regularly manages its 
environment to facilitate guest interaction, 
while 19.7% of respondents indicated that the 
guesthouse regularly attracts compatible guests.

Managing customers’ satisfaction and retention 
Only 39.3% of respondents stated that the 
guesthouse regularly identifi es customer needs, 
while only about half (54.1%) stated guest 
satisfaction was measured regularly. Less than 
half of respondents (47.5%) stated customer 
suggestions and complaints are collected regularly, 
while only 26.2% of respondents indicated that the 
guesthouse regularly determines improvements in 
customer satisfaction. Only 14.8% of respondents 
indicated that the guesthouse regularly acquires 
feedback from staff  on guest behaviour and 
only 9.8% compares the results with those of its 
competitors.

MANAGERIAL IMPLICATIONS 
By analysing the fi ndings, conclusions and 
recommendations of the study owners, managers 
and staff  of top-class guesthouses in the Western 
Cape Province, can familiarise themselves with 
the quality product and service dimensions that 
should be adhered to in the industry as identifi ed 
by numerous researchers in this fi eld and then 
apply them at the diff erent guesthouses in the 
Western Province.

Th e results of the primary research conducted 
unequivocal provides evidence of the importance 
for guesthouses to give priority attention to 
the quality of their infrastructure, facilities 
and product off erings as well as service quality. 

Th e study also emphasises the importance of 
managing quality from a holistic perspective 
incorporating all facets of the guesthouse. Should 
a guesthouse wish to commit itself to become and 
remain competitive with quality as a comparable 
advantage over other guesthouses to attract and 
retain guests, then all managers and staff  should 
be trained in the application of a holistic all-
encompassing quality management approach, 
system and culture.

As outlined under conclusions, the TQM 
dimensions provide a clear set of actions to be 
taken to ensure optimal customer satisfaction 
with what the guesthouse has to off er and the 
service that it renders. Th e ultimate managerial 
implication as determined from this study, is for 
guesthouses to realize the importance of a quality 
service operations system that must be supported 
by a specifi c service quality management 
system such as TQM. Th is can add signifi cantly 
to sustainable growth, profi tability, customer 
satisfaction, customer loyalty and customer 
retention.

Th e study implied a vantage point for further 
studies to be extended to other provinces in SA 
for developing a more coherent TQM model for 
the guesthouse sector in SA as a whole.

CONCLUSIONS 
Firstly, for any service provider to succeed in a 
mutable business environment, it is imperative 
to develop a competitive advantage that can 
diff erentiate its product and service off erings from 
those of its competitors. TQM is a useful system 

C13. Th e guesthouse 
determines improvements in 
customer satisfaction.

0 3 28 14 16 61

0.0% 4.9% 45.9% 23.0% 26.2% 100.0%

C14. Comprehensive 
identifi cation of customers 
and customer needs is 
conducted 

0 2 14 21 24 61

0.0% 3.3% 23.0% 34.4% 39.3% 100.0%

C15. Th e guesthouse has 
designed a process to gather 
customers’ suggestions, 
feedback and complaints to 
assess customer satisfaction.

3 4 8 17 29 61

4.9% 6.6% 13.1% 27.9% 47.5% 100.0%

TABLE 1: RESPONSES OF GUESTS TO STATEMENTS PERTAINING TO CUSTOMER SATISFACTION 
(CONTINUED)
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for service industries, including the hospitality 
industry. Customers treasure service quality as it 
demonstrates respect and value for money.

Secondly, with reference to the problem statement, 
the overall conclusion can be drawn that the 
15 top-class guesthouses share the conviction 
that their product and service delivery can be 
improved through the implementation of TQM 
and its effi  cacy dimensions that will result in 
multiple advantages such as increased customer 
satisfaction, customer loyalty and subsequently 
customer retention.

Th irdly, the TQM effi  cacy dimensions that the 15 
participating guesthouses have been addressing 
satisfactory (results of Survey 2) included the 
building of long-term customer relations, regular 
measuring of guest satisfaction and the agreement 
that training and development forms an integral 
part of TQM. Th e majority of guesthouses 
refl ected their positive inclination towards more 
effi  cient and cost-eff ective task execution and 
service delivery.

Fourthly, the effi  cacy dimensions that fell far 
short of being satisfactory implemented (results 
of Survey 2) include a focus on customer 
needs, focus on expectations of customers, the 
measurement of service quality, guests making 
suggestions for improvement of service quality, 
workforce committed to the vision, values and 
quality, staff  receiving rewards and recognition 
for best performance, eff ective top-down and 
bottom-up communication, managers sharing 
their information and experiences with their 
workers, quality training of managers, supervisors 
and employees,   encouragement of teamwork, 
rewards for regular guests for their patronage and 
maintaining a database of guest’s personal details 
and preferences.

Fively, in terms of models (frameworks) to 
manage, measure and improve product and 
service quality, guesthouses seem to pay little 
attention to these valuable mechanisms. Th is 
includes benchmarks comparing its performance 
with other similar guesthouses on service quality 
dimensions.

Lastly, since top-class guesthouses are compelled 

to be quality centred, it therefore appears that 
a proper TQM system can ideally fi t into their 
strategic make-up for changing their service 
operation into ultimate quality hospitality service 
providers. 
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ABSTRACT 
Th e global chemical industry is gearing its 
readiness to pursue opportunities and protect itself 
from threats brought about by the 4th industrial 
revolution. Th e pressures brought about by the 
changing competitive business landscape within 
the chemical manufacturing industry give rise 
to the need to conduct targeted research into the 
principles that will underpin strategic decisions 
for supply chains entering the new digital frontier 
of business management. Qualitative research was 
conducted through semi-structured interviews. 
Saturation was achieved aft er 22 interviews with 
participants, specifi cally identifi ed based on 
their skills and experience. Atlas.Ti soft ware was 
used for analysis and the fi ndings were recorded, 
linked to four main themes, namely supply chain 
challenges, supply chain priorities, possible 
solutions to these challenges and measuring 
supply chain success. Th ese themes were informed 
by the literature study.

Th e study has comprehensively confi rmed that 
collaborative, integrated, and highly digitalised 
supply chains are required to achieve a sustainable 
competitive advantage in the 4th industrial 
revolution. Additionally, organisations who fail 
to steer away from time-consuming bureaucratic 
decision-making processes and who fail to adapt 
their supply chains toward customer requirements 
will not exist in a meaningful manner in future.

Keywords: Supply chain management, Digital, 
Agile, Total Cost of Ownership, Chemical In-
dustry, Best Practices, Challenges 

INTRODUCTION 
Supply chain management (SCM) is arguably 
the most important function of any business, 
in that it has an impact on most of the critical 
aspects of business success (Tang, 2018). Supply 
chain activities involve the procurement of raw 
materials, the alignment of production and sales 
forecasts, and delivery of the fi nal product to 
the customer (Adewole, 2019:41). By optimising 
SCM, activities can provide signifi cant benefi ts 
to an organisation, the most notable being cost 
reduction and creating a competitive advantage 
in a marketplace where there is fi erce competition 
(Luthra et al., 2018:336). One of the most notable 
trends in SCM is the ability of an organisation 
to adapt its supply chain activities to customer 
requirements and market forces in an agile way 
(Gurahoo & Salisbury, 2018:8). Agility translates 
into the organisation’s ability to quickly and 
cost-eff ectively adapt its operations (Khan & 
Wisner, 2019:22).A signifi cant factor in achieving 
agility is the availability of real-time reliable 
data analytics (Robinson, 2016). Since the South 
African chemical industry is an interwoven 
network of interdependent manufacturers and 
distributors, the dynamics of this industry are 
unique, and therefore the focus of this research is 
on identifying a best practice supply chain model 
for the chemical manufacturing industry in 
South Africa (SA), with due consideration given 
to current SCM trends and global best practices.

PROBLEM INVESTIGATED
Supply chains are complex, resource-intensive 
and data-driven ecosystems that are reliant on 
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the interdependence of people, processes and 
equipment (Park et al., 2013:12). Kleab (2017:397) 
states that organisations increasingly rely on their 
supply chains to compete with their competitors 
by delivering a sustainable competitive advantage 
in the end-to-end supply chain. Th e 21st 
century has witnessed the rapid development of 
information and communication technologies 
(Carroll et al. (2016:32), resulting in the advance 
of new business models that requires companies’ 
strategies to be more responsive to the challenges 
and disruptive forces exerted by industry.

Peters (2018) paints a grim picture of the 
sustainability of large chemical manufacturers 
when stating that most traditional chemicals 
companies could cease to exist in the next ten 
years unless they can utilise digital tools and 
capabilities to become more agile and collaborate 
with global business partners along the chemical 
value chain.

Kell and Madsen (2015:189) elaborate on the 
dilemma faced by the chemical manufacturing 
industry by suggesting that failure to transform 
the organisation in line with the key business 
principles of the digital age will result in 
unprecedented risks from a fi nancial, competitive 
and sustainability point of view. According to 
Schofi eld et al. (2017:17), industry leadership 
should adapt their mindset towards more 
innovative, responsive and customer-centric 
strategies that will be the catalyst for supply chain 
excellence in the digital era. Th is requires us to ask 
the question of how an agile supply chain should 
look in the 21st century industry that will enable 
chemical companies to remain sustainable.

RESEARCH OBJECTIVES 
Th e objective of this study was to look for best 
practices to include in a strategic framework 
for a sustainable supply chain in the chemical 
manufacturing industry. In support of 
this research objective, the study seeks to 
understand and disseminate the unique supply 
chain challenges encountered by the chemical 
manufacturing industry, to identify the relevance 
and importance of individual challenges, to 
discover feasible solutions that can create a 
sustainable competitive advantage for SCM in 
the chemical manufacturing industry and to 

identify possible performance metrics for the 
holistic determination of SCM eff ectiveness and 
effi  ciency.

LITERATURE REVIEW 
SCM is the fi eld of study that concerns itself with 
the fl ow of products throughout an organisation 
(Nguyen, 2016:8). In the broader sense, SCM can 
be regarded as the management system or process 
that controls the procurement, production and 
delivery of products to various stakeholders, 
to create value for the organisation through 
the creation of competitive advantage (Fuzile, 
2015:4).

Th e term “supply chain” refers to “upstream” 
supply chains, referring to sourcing of input 
resources (Case et al., 2016:44) “midstream” 
processes, referring to the transformation process 
(Tordo et al., 2011:14) and “downstream” supply 
chains, referring to distribution, warehousing 
and selling of the fi nal products to customers 
(Devold, 2013:4). SCM is regarded as one of the 
most complex functions in the manufacturing 
industry, because of the various components, 
fl ows and expertise required at each phase of the 
chain or fl ow of materials (Kondratjev, 2015:31). 
Various SCM models exist, and selection of the 
appropriate model is determined using various 
parameters, e.g. size, complexity, agility and 
responsiveness to change (Pasanen, 2016:13).

Supply chain challenges experienced by 
organisations in the 21st century mainly revolve 
around a number of interrelated issues: the 
structural design of the supply chain, the skills 
base of the supply chain practitioners in this 
structure, the agility of the supply chain and the 
cost of managing the supply chain. According to 
Du Toit and Vlok (2014:37), there are multiple 
limitations when studying SCM, the main being 
the rate of technological change aff ecting supply 
chains (Roßmann et al., 2018:146). Th is is oft en the 
case because these changes came into eff ect well 
aft er the supply chain was designed and because 
supply chains were not originally designed to be 
robust and agile (Biswas & Sen, 2016:4) and the 
fact that the design of supply chains were oft en 
not well-documented (Badenhorst-Weiss & Nel, 
2011:15). Th is severely impacts on the customer-
centric nature of the supply chain (Min et al., 
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2019:54).

Th e fi rst major issue that aff ects the 
competitiveness of supply chains is the structural 
design of the supply chain. In the design of a 
supply chain, it is imperative to follow a phased 
approach, so that all the critical aspects are 
covered (Alzawawi, 2014:5). One commonly used 
approach is that these phases typically involves 
understanding the demands of the end-user and 
the most eff ective methods that can be used to 
align business processes with these demands, the 
identifi cation and selection of a fi t-for-purpose 
supply chain strategy and a detailed scoping of 
the requirements to establish the supply chain 
structure (Nel & Badenhorst-Weiss, 2010:201). 
During this design process, the aim is to eff ectively 
integrate, standardise and coordinate the fl ow of 
products, resources and information seamlessly 
along the supply chain (Ambe, 2012:126-147) and 
then resource structuring becomes an important 
consideration in delivering a sustainable supply 
chain (Crandall, 2016:14) to address supply chain 
risks (Fredriksson & Glas, 2012:17). One way to 
ensure a suitable design of the supply chain is 
to benchmark it against best practices, the most 
notable being (DeBenedetti, 2016) a seamless 
fl ow of products and information throughout 
the organisation, which reduces cost and creates 
competitive advantage, mitigation of supply and 
demand risks that might adversely aff ect business 
operations, and a balance between demand and 
supply variables, which results in lower inventory 
volumes and improved response times. Benefi ts of 
a well-designed supply chain that conforms to these 
best practices (Wei & Xiang, 2014:280) are that 
costs are contained and reduced throughout the 
various organisational processes, that interaction 
and communication between the various SCM 
stakeholders are facilitated and optimised, that 
the eff ective management of SCM can reduce risk 
from internal and external uncertainties and that 
it enables the organisation to eff ectively execute 
its corporate social responsibility, so as to impact 
positively on communities.

Th e second important issue in the design and 
management of a supply chain is that the people 
included in the structure needs the relevant 
expertise and skills to be able to manage and 
coordinate the activities within the supply chain 

(Bharthvajan, 2014:10166). In their study on 
skills requirements in the supply chain industry 
in South Africa, Heyns and Luke (2012:120 -121) 
concluded that the critical skills required to ensure 
the success of any supply chain are the ability 
to grasp business processes, creativity, multi-
functional awareness, decision making, problem-
solving, and analytical and planning skills. In a 
study conducted by Marchese and Dollar (2015:9) 
on 500 executives from various global companies, 
the majority of the respondents indicated that the 
success of the supply chain in the next fi ve years 
will depend on multi-disciplinary skills, rather 
than on speciality skills, as is the case today. 
Th e digitalisation of supply chain processes will 
require a completely new skill set of supply chain 
practitioners (Cutler & Lewis, 2016:19; Khan & 
Forshaw, 2017:4; Roßmann et al., 2018:147).

Th e third important characteristic is the agility 
of the supply chain. Nel and Bdenhorst-Weis 
(2015:136) argue that agile SCM is perhaps the 
single most important evolution for supply chains 
wanting to compete in the digital age. An agile 
supply chain focuses on the exact requirements 
of the customer and its processes are specifi cally 
to continuously meet these requirements (Koski, 
2016:27). In addition, the level of agile capability 
in an organisation is derived from its ability to 
quickly and cost-eff ectively adapt its operations 
in line with changing customer demands (Wu & 
Angelis, 2014:251). Supply chains with high agile 
capabilities will outperform their competitors 
and increase their market share (Lenerius et 
al., 2014:2). However, (Khastoo et al., 2017:52) 
caution that the agile capability of an organisation 
is directly infl uenced by the complexity of its 
operations and supply chain.

Th e fourth element that ensures a competitive 
supply chain is the cost structure of the 
supply chain (Trent & Monczka, 2003:3). Cost 
optimisation in the organisation does not reside 
in individual activities or functions, but rather 
in the broader supply chain (Ivanov, 2018:3520). 
Th is implies that, when continuous improvement 
initiatives are implemented, the impact of these 
must be considered across the entire supply 
chain (Bastas & Liyanage, 2018:741; Ciccullo et 
al., 2018:2348). Failure to do this will only result 
in shift ing the cost to the other elements of the 
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supply chain (Abdel-Basset et al., 2018:626). 
Organisations that want to reduce their supply 
chain costs should, therefore, have a system 
in place to thoroughly test the eff ect of new 
initiatives across the entire supply chain (Fontes 
& Freires, 2018:258).

Measuring supply chain costs accurately in a 
real-time context is extremely diffi  cult and, 
to a large extent, impossible from a reliability 
perspective, without the adoption of technology-
based platforms that have the ability to capture 
and analyse big data continuously throughout 
the various supply chain processes (Tiwari et al., 
2018:329).

Th e fi nal element to consider in the design of 
supply chains is the ability of the supply chain to 
withstand risk. Uncertainty and risk are perhaps 
the leading causes of failure of supply chains 
(Kwak et al., 2018:386). Hines (2014:3) states 
that the key to success of a supply chain strategy 
resides in its ability to improve visibility, velocity, 
variety and volume, whilst reducing variability 
at the same time. Vanpoucke et al. (2017:260) 
suggest that eff ective supply chain management is 
based on its ability to reduce variability through 
standardisation, integration and collaboration 
between systems, processes and people.

Since the objective of the study was to document 
a best practice for supply chain management in 
the chemical industry in the 21st century, the 
above elements need to be addressed in such a 
best practice.

RESEARCH METHODOLOGY 
Since the study was intended to really get a deeper 
insight in the underlying principles involved in 
the chemical supply chain, a qualitative approach 
was followed, using semi-structured interviews 
with participants who are well-informed about 
the intricacies of supply chain management. Th e 
literature study formed the basis of the interview 
structure. Th e study population was identifi ed 
and defi ned as large chemical manufacturing 
organisations situated in South Africa, but since 
most of the South African chemical industry 
depends on Sasol Limited for their raw material, 
it was decided to interview employees from Sasol 
Limited and its subsidiary companies. Non-

probability sampling was used, but since the topic 
of the interview was on strategic design issues of 
the supply chain, participation in the empirical 
research was dictated by the participants’ 
experience, skills and education related to supply 
chain management in the chemical manufacturing 
industry. 40 interviews were initially planned, 
but since saturation was achieved before the 20th 
interview, 22 interviews were conducted, which 
yielded over 600 minutes of rich, primary data 
extracted from expert opinion. Th e qualitative 
data analysis soft ware, ATLAS.ti was utilised 
during the analysis of the primary and secondary 
data obtained from the target sample population.

Th e primary data was collected through one-
on-one interviews during face-to-face meetings 
and, where logistical reasons precluded a face-to-
face interview, through an electronic conference. 
A set of questions was designed to determine 
whether the participant possessed the necessary 
experience and competence to add value to the 
research study. Secondly, unstructured, open-
ended questions were compiled from the literature 
study to dissect and understand the research topic 
from the participant’s point of view. Participants 
were asked to elaborate on the most important 
supply chain challenges experienced, on ways 
to address these challenges, on ways to measure 
the success of these measures and on other issues 
that participants would deem important. All 
interviews were voice-recorded and transcribed 
in English, to allow for data analysis to take 
place. Due to the sample size selected and the 
complexity of the data that was obtained, the use 
of qualitative data analysis soft ware was required, 
and all data entered into Atlas.Ti soft ware for 
coding and data analysis. Aft er the initial open 
coding of the interview data, the number of codes 
was fi rst reduced to 68, and these were fi nally 
arranged in fi ve themes. From these fi ve themes, 
four were suitable to draw conclusions from.

Th e study was approved through the relevant 
Research Ethics Committee of the North-West 
University Faculty of Economic and Management 
Sciences.
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TABLE 1: QUALITATIVE CODING SUMMARY

Question Open 
Coding

Axial 
Coding

Th eme 
no

Supply chain 
challenges 312 16 1

Ways to 
address 
challenges

70 12 2

Relative 
importance 
of challenges

386 17 3

Ways to 
measure 
SCM success

131 3 4

Other issues 107 12
No 

common 
theme

Total 1 006 60 4

RESULTS 
Th e biographical data collected included 
constructs such as job level, highest qualifi cations, 
supply chain specifi c qualifi cation and years 
of experience working in the supply chain. Of 
the participants, 73% were at the top or middle 
management level and were actively involved in 
matters related to strategic SCM. A further 27% 
of the interviewees were involved in supply chain 
design, implementation and operations aspects. 
All participants in the research had formal post-
school training. It was discovered that 18% of the 
participants have a formal qualifi cation and/or a 
professional certifi cation in SCM. Additionally, 
it was established that the participant population 
had an average of 16 years of work experience 
working in or with supply chains. Th e lowest level 
of experience was identifi ed as 4 years and the 
highest was stated at 37 years.

THEMES 
Th e issues mentioned in the literature were 
collated in the fi rst theme, whereas the other 
themes logically followed when participants 
prioritised the challenges mentioned in the fi rst 
theme and suggested solutions to the issues 
mentioned.

Th eme 1: Supply chain management challenges 
in the chemical manufacturing industry

Th e fi rst interview question was intended to help 
understand the unique challenges faced within 
the SCM structures of chemical manufacturers. 
Th e most general fi ndings in this theme are:

• Generally, the participants indicated 
that SCM is not receiving the necessary 
executive recognition as a strategic driver for 
sustainable value creation. SCM is also not 
regarded by participants as core to business 
success, since the customer is largely seen 
as being neglected as a driver of business 
decision-making processes. Th e majority of 
participants referred to the supply component 
of the inbound supply chain as crucial to the 
eff ectiveness of the downstream processes. 

• On supply chain risk, participants felt that the 
current supply chain structure does not enable 
continuous visibility of critical risk data and 
the work teams are too laborious to focus on 
detailed risk management processes. 

• Regarding the implementation of governance 
processes and systems, participants felt that 
these are not just a regulatory requirement, 
but also a business imperative. Participants 
strongly perceived excessive governance that 
is not focused on deriving the necessary value 
for the customer to be destructive to the 
eff ectiveness and effi  ciency of SCM. 

• Reliable data seems to be a major problem in 
SCM. Th e data utilised as input sources to the 
supply chain and those received from internal 
and external sources and the eff ective use of 
this to create visibility throughout the various 
supply chains was a signifi cant cause of 
concerns for participants. Participants stated 
that most of the failures in the supply chain 
could be attributed to the availability and 
reliability of data and that good data would 
enable the organisation to pro-actively make 
decisions and identify failure modes. Th is 
fi nding echoes the fi ndings of Tiwari et al. 
(2018:328), described in the literature study. 

• Most participants referred to the customer 
and meeting their requirements. However, 
there was a general lack of acknowledgement 
of the customer as the central strategic focus 
point, which alone directs supply chain design 
and optimisation initiatives. 
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• Participants stated that the integration of 
processes, systems and people across the 
supply chain cause increased complexity and 
is a major obstacle to establish best practices. 

• Th e need for acceptance of new technology 
to achieve agility within the supply chain 
was regularly mentioned and that being 
able to implement the latest technology has 
become vital to eff ectively compete and retain 
customers in the future. Participants stated 
that there is a general lack of innovative 
thinking when it comes to the implementation 
and automation of supply chain processes 
in the chemical industry supply chain. Due 
to the rapid and disruptive speed at which 
technology changes, organisations cannot 
follow conventional project management 
methodologies: Th ese normally require 
months of implementation and it is later 
realised that the technology provides no 
benefi t to operations. Th ere is still signifi cant 
reliance on people to drive processes, rather 
than automating processes–from both a 
physical material handling and a transaction 
viewpoint.

Th eme 2: Priorities of supply chain management 
challenges in the chemical manufacturing 
industry

Participants were requested to prioritise 
the importance of the various supply chain 
challenges identifi ed. Th e data was analysed 
to identify the challenges that are perceived 
to have the highest impact of supply chain 
performance and sustainability when addressed. 
No common thread could be discerned between 
the prioritisations of the individual participants, 
but some commonalities nevertheless appeared.

• Participants were found to be subjective in 
their rating of the unique challenges, based 
on their individual previous experience and 
infl uences. 

• Th e various challenges experienced are 
interlinked with one another and changing 
one element will have an impact on another. 

• Although rated as unimportant, two dominant 
supply chain challenges have been identifi ed 
that have a causal relationship with the other 

priorities. Strategic alignment is the fi rst 
dominant challenge, and acts as a predictor 
for the other challenges mentioned: Without 
a solid foundation of strategic alignment 
throughout the organisation, addressing other 
impacts will have little impact on overall supply 
chain improvement. Th e second challenge, 
cost containment is prevalent in all of the 
priorities identifi ed but was mentioned as an 
antecedent to the other challenges mentioned: 
changing any of the other priorities will have a 
direct infl uence on cost and vice versa. 

• Th e most common high priority challenge that 
appeared is, as also indicated in the literature 
indicates that customer requirements should 
be central to supply chain strategy and design 
(Min et al., 2019:54). Th is priority appeared 
in the analysis of the codes, although, 
participants did not explicitly mention or 
prioritise the importance of alignment with 
customer requirements.

Th eme 3: Solution for supply chain management 
challenges in the chemical manufacturing 
industry

Following their analysis of the challenges 
facing SCM and based on their knowledge and 
experience in SCM, participants were requested to 
provide solutions to the various SCM challenges 
experienced in the chemical manufacturing 
industry. In line with the objective of the research, 
it was required from participants to not only 
mention short-term mitigating solutions, but to 
also mention best practice solutions that could 
sustainably address the challenges identifi ed and 
create competitive advantage. A wealth of feasible 
solutions was obtained from the participants, 
which will later form the foundation of the 
proposed best practice SCM framework for the 
chemical manufacturing industry.

• Participants stated that the supply chain 
strategy should increasingly be infl uenced 
and directed by customer requirements. 

• Th ey added that the supply chain strategy 
should focus on creating sustainable 
competitive advantage, oft en mentioning that 
an agile supply chain has become a source of 
competitive advantage. 
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• Th e rigour and methodology utilised to 
recruit supply chain employees need to be 
enhanced substantially. To a large extent, 
participants perceive that there are low literacy 
and educational requirements for working 
in the supply chain, especially amongst 
those workers that deal transactionally with 
customers and suppliers. 

• Th e simplifi cation and integration of processes 
are seen to be critical to eliminate the majority 
of supply chain failures identifi ed. Th is will 
mean that SCM will need to be viewed and 
structured from a holistic point of view when 
designing processes.

• Participants strongly suggest that the 
chemical industry should move away from 
the traditional product-focused supply chain 
approach and transition into a customer-
centric supply chain that is designed to meet 
the specifi c requirements of the customer. 
Th is should have an impact on the governance 
of the supply chain to ensure customer-
centrism. Th e focus should be change from 
simply adding more controls to a perspective 
of adding value.

• Conventional methodologies used to 
implement supply chain changes using 
comprehensive project management 
methodologies will become irrelevant and 
ineff ective in the digital age. Th e focus should 
be placed on processes that yield small but 
continuous value for the supply chain. 

• Supply chain cost initiatives should focus 
on cost optimisation, rather than on saving. 
Th e cost of the supply chain should be 
determined by the type of supply chain 
strategy employed and what is required to 
eff ectively and effi  ciently serve the customer. 
To optimise supply chain cost, there should 
be a deep understanding of cost drivers and 
constraints within the supply chain. Relevant 
cost information should be visible and 
transparent across the supply chain to enable 
cost optimisation leverage. 

• Regarding the defi nition of a successful supply 
chain, participants perceive functional key 
performance indicators as being destructive 
in terms of supply chain success and 
propose that there should rather be a single 

accountability point per supply chain which 
defi nes success through customer experiences. 
Accountability and ownership are brought 
about by a clear understanding of processes, 
people and equipment requirements and of 
how these ensure the end-to-end success of 
the supply chain. 

• Th e visibility of the whole supply chain was 
mentioned in the literature (Hines, 2014:3). 
Th ere should be systems in place to provide 
real-time visibility of supply and demand 
variables throughout the chain. 

• Holistic supply chain planning should be 
executed by a core team responsible for the 
end-to-end planning process. Th is challenges 
the concept of conventional supply chain 
structuring which separates upstream and 
downstream processes from one another and 
cluster planning functions into disintegrated 
teams. Holistic planning and real-time 
visibility will enable shorter forecasting and 
execution cycles with more control of demand 
and supply variables.

• Regarding the changing skill sets in the supply 
chain, it does not only apply to supply chain 
practitioners on shop-fl oor level, but leaders 
will also require completely new skill sets 
to navigate the disruption brought about 
by market forces. Th is will require a culture 
change in the organisation, specifi cally in 
the chemical industry, brought about by the 
leadership of the supply chain. 

• Industry knowledge and expertise should be 
strategically sourced to enhance the capability 
of the supply chain. Th is strategy should 
be applied in a manner where knowledge 
transfer is facilitated. Th e aim of leveraging 
industry expertise is to derive substantial and 
immediate value to SCM.

• In terms of SCM agility, participants see 
corporate intrapreneurship as a major 
contributor to SCM success, in that it allows 
employees to come up with new ideas and 
it provides them with the autonomy to 
implement these ideas. Entrepreneurial 
thinking and action will foster dual 
organisational ownership cultures, which will 
benefi t the supply chain in its attempt to align 
with customer expectations. In a volatile and 
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disruptive business environment, continuous 
improvement of systems, processes and 
people are of critical importance.

Th eme 4: Measurement of the success of supply 
chain management in the chemical manufacturing 
industry

Participants were vague in replying on the 
question on the measurement of supply chain 
success but provided some diff erent views on how 
the overall success of SCM should be measured.

• One concept that was repeatedly mentioned as 
a measure of supply chain performance is the 
Net Promoter Index (NPI), or Net Promoter 
Score (NPS), a simple index measuring 
customer experience as the percentage of 
promoters (people who are loyal buyers and 
refer others to the organisation) minus the 
percentage of detractors (people who are 
unhappy customers that will damage your 
brand). Th is index has been adapted for use in 
SCM. Th e NPI was identifi ed by participants 
as the most important strategic measurement 
to determine supply chain performance. 
Positive experience and the ability of the 
organisation to exceed the expectations of 
customers is confi rmed as the single most 
important measurement to determine a 
customer-centric SCM. 

• Measurement of process integration and the 
seamless fl ow of goods and services along the 
supply chain are regarded as the dominant 
tactical metrics approach, due to its ability 
to positively infl uence the other identifi ed 
measures. 

Th e fi nal question posed to participants 
invited their inputs on some important supply 
chain management aspects in the chemical 
manufacturing industry. No common thread 
appeared, so this question could not be organised 
into a single theme.

RECOMMENDATIONS 
Th e synthesis of the literature review and 
empirical study fi ndings allowed for the 
development of a recommended supply chain 
management framework that could help the 
chemical manufacturing industry to align its 
current supply chain methodologies to industry 

best practices derived from credible trends.

Th e most important recommendation relates to 
the defi nition of a “supply chain” and the fl ow of 
information along the supply chain. Th e digital 
information age allows for seamless sharing of 
information across the supply chain, rather in 
step-by-step propagation of information to the 
next participant in the chain. Th e image of a 
seamless “supply cable”, rather than a “supply 
chain” with individual links, best describes the 
recommended design of such a seamless supply 
chain.

Participants in the study proposed some best 
practices, which can be consolidated into a single 
framework. Th e framework is called “Supply chain 
management ecosystem framework”, as the term 
“ecosystem” would act as a suitable descriptor of 
a seamless supply chain and is derived from the 
themes identifi ed through analysis of the data 
collected during the interviews.

In theme 1 a common thread was that the supply 
chain must be designed to add strategic value to 
the organisation. Th erefore, the framework is built 
on a strategic basis and must result in real value 
to the organisation (called the “value enterprise”, 
and measured by a “value venture index”).

Th e essence of the framework is captured in the 
continuity of processes and systems through 
the concept named the Value Enterprise. Th is 
terminology was derived from the feedback 
obtained from the participants in that the best 
practice supply chain should exploit value across 
the various value chains within the enterprise 
structure. In order to establish seamless 
processes characterised by uninterrupted fl ows 
of information and materials through the various 
value streams, the framework has been divided 
into two main sections. Firstly, it is proposed 
that the organisation standardise and centralise 
its information fl ows across the various value 
chains. Th is will enable continuous collaboration 
between the various channel partners. Secondly, 
there should not be a distinction between the 
various value streams when executing physical 
fl ows throughout the process continuum. Th is 
will ensure end to end accountability of process, 
people and equipment. Th e foundation of the 
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framework focuses on institutionalising the 
characteristics of best practice supply chain 
management confi rmed during the literature 
review conducted. Th eme 3 constructed from the 
proposed solutions provided by the participants, 
was utilised as core considerations for the 
establishment of tangible recommendations 
which can be considered by the Chemical 
Manufacturing Industry to optimise and improve 
the competitiveness of its supply chains.

Recommendation 1: Transition away from 
conventional supply chain terminology

Th e terminology used to describe the process 
of creating customer and organisational value 
is distorted and destructive towards reaching 
value excellence. Th e term ‘chain’ used in supply 
chain suggest an interrupted fl ow of physical 
and information processes brought about by the 
compartmentalisation of roles and responsibilities 
resulting in silo mentality being generated.

From the inputs of participants, it is proposed 
that the chemical industry transition past popular 
supply chain management and value chain 
terminology. Using new terms like “seamless 
supply” or “supply cable” will create a whole new 
mindset and direct strategic thought towards 
seamless processes defi ned by the absence of 
handover points and diluted accountability.

Recommendation 2: Advanced digitalisation of 
value stream processes

Both the literature study and empirical study 
have cautioned on the eff ects of not introducing 
advanced and sophisticated technology across 
the chemical manufacturing supply chain. By 
making use of the digital maturity assessment 
methodology, it is proposed that organisations 
in the chemical manufacturing industry assess 
its current level of digital maturity compared to 
industry benchmarks and trends. Th e outcomes 
of the assessment should direct the level of 
investment and strategic priority required to 
align the organisation with the aspirational digital 
maturity level. A holistic approach to design 
and implementation of advanced technology 
systems should be taken into account to assure 
the integration and collaboration of relevant 

individual technologies.

Recommendation 3: Seamless structuring of the 
supply chain into an infi nity continuum revolving 
around customer segments

Th e fi ndings have confi rmed that the integration 
and collaborative nature of the various components 
or functions within the supply chain should be 
enhanced in order to establish a best practice 
operating methodology. Th e conventional naming 
of supply chain departments can be maintained 
however that these departments be structured 
into the physical fl ow component of the Value 
Enterprise. Th is implies that the informational 
fl ow component should be managed from a 
control tower perspective. Th e conventional 
departments should be referred to as streams 
in the proposed framework (i.e. procurement 
stream).

Th e framework suggests that Value Enterprise be 
structured per customer segment however the 
functional streams should focus on continuity 
across the segments in order to provide singular 
accountability, visibility and integration across 
all the Value Enterprise. Th ese streams will be 
created where there is a requirement for a physical 
activity to take place in order to create value for 
the organisation and the customer.

Recommendation 4: Establish a globalised Value 
Enterprise command centre to monitor and direct 
value stream activities

Organisations should establish a centralised 
command centre, which monitors and directs 
supply chain operations. Th is command centre 
will mainly be responsible for the analysis, 
integration and management of information fl ows 
across the various customer segments and should 
be based on the scope of the specifi c organisation.

Recommendation 5: Development of an 
integrative value-based performance monitoring 
system

Th e organisation should transition to a singular 
measurement to establish Value Venture 
performance. Th e organisation should refrain 
from creating value stream KPI’s that are utilised 
as performance management of such stream. 
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Individual KPI’s create a silo mentality and 
prevent customer-centric focus.

By no means does this recommendation suggest 
the elimination of well-known metrics to measure 
the operational performance of the Value Venture 
however these measures should be applied to 
determine the real-time eff ectiveness of the value 
stream at a point in the time.

MANAGERIAL IMPLICATIONS 
Th e research focused on the opinions and 
contributions by supply chain professionals 
within the chemical manufacturing industry 
in order to maintain the practical credibility of 
the recommendations derived from the inputs 
from these participants. Th e study has provided 
suffi  cient evidence that the design methodologies 
employed for supply chain processes enablement 
should drastically change to remain competitive 
within the 4th industrial revolution.

In particular, the conventional functional 
structuring of value chains require a more 
contemporary approach which eliminate 
integration, standardisation and collaboration 
gaps between the various stakeholders within the 
supply chain.

Management will be required to adopt a more 
agile- and fl exible approach towards decision 
making, utilising real-time analytical data. 
Th erefore, new skill set will be required which 
is multi-functional and multi-dimensional in 
opposed to functional specialisation.

Finally, supply chain leadership will be burdened 
with the accountability to steer the organisation 
from product focused strategies to customer 
centric and value driven ecosystems, with the 
necessary pliability and fl uidity which react pro-
actively to customer requirements. However, 
maintain a perfect balance of rigidity to reduce 
complexity and maintain standardisation 
throughout the value chains.

CONCLUSIONS 
Th e digital age is challenging the principles, 
operating methodologies and cultures constructed 
and perfected during the period of operating in 
the industrial age. Th e revolution is largely being 

brought about by the unprecedented speed at 
which technology is developed and adopted in 
all industries. Th erefore, chemical manufacturers 
cannot rely on old tactics of dominating the 
market by means of sheer size, presence and 
capital intensity. It is thus a strategic imperative 
for basic survival that the organisation’s supply 
chain management processes, systems and people 
are aligned to credible and visible market trends.
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ABSTRACT 
Th is paper aimed to investigate the factors 
infl uencing the intention of third-party logistics 
(3PL) service providers to adopt environmentally 
sustainable practices. Although the body of 
literature concerned with environmental issues in 
disciplines such as production and marketing have 
grown, similar literature involving logistics has 
been scarce. A quantitative research methodology 
was adopted. Non-probability sampling was used 
by means of convenience sampling, targeting 
70 third party logistics service providers in 
Nelson Mandela Bay (three respondents per 
3PL provider). Multiple regression analysis 
were used to determine the infl uence of the 
independent variables, (management support, 
organisational culture, availability of resources, 
competitive pressure, customer pressure and 
government infl uence) on the dependent variable 
(intention to adopt environmentally sustainable 
practices). Th e fi ndings of this study showed 
that management and organisational support, 
customer pressures and government infl uence 
have a signifi cant infl uence on the intention to 
adopt environmentally sustainable practices for 
3PL service providers. Practical guidelines are 
provided to these 3PL’s regarding the adoption of 
environmentally sustainable business practices.

Keywords: third-party logistics, intention to 
adopt, environmental sustainability practices

INTRODUCTION AND BACKGROUND 
Th e logistics industry plays an essential role 
in the modern economy (Arvis, Saslavsky, 
Ojala, Shepherd, Busch & Raj 2014:394) and 
thus enable businesses to move goods quickly, 
cheaply, and reliably (Saslavsky & Shepard 
2014:979). Logistics is defi ned as the part of the 
supply chain management (SCM) process that 
plans, implements and controls the effi  cient and 
eff ective flow and storage of goods, services and 
related information from the point of origin 
to the point of consumption in order to meet 
customers’ requirements (Council of Supply 
Chain Management Professionals (CSCMP) 
2016 and Panayides & Song 2013:296;). Horn, 
Badenhorst, Cook, Howell, Strydom & Heckroodt 
(2015:13) state that logistics activities typically 
include inbound and outbound transportation 
management, warehousing, materials handling, 
order fulfi lment, fl eet management, logistics 
network design, inventory management, supply/
demand planning, and management of third part 
logistics (3PL) services providers.

To varying degrees and depending on the fi eld 
of industry and geographical region of the 
business, the logistics function may also include 
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customer service, sourcing and procurement, 
production planning and scheduling, packaging 
and assembly (Wisner, Tan & Leong 2014:7). 
Logistics management can therefore be seen 
as being present at all levels of planning and 
execution, whether strategic, operational or 
economic. Effi  ciency in logistic services is, 
therefore, important not only in the expansion 
of transport networks across borders but also 
within countries (Klumpp, Clausen & ten 
Hompel 2013:45). Given its prominence in the 
trade and service industry, 3PL service providers 
have since the late 1980’s attracted increased 
scholarly attention (Leuschner, Carter, Goldsby 
& Rogers 2014:22). 3PL comprises the mutually 
benefi cial relationship between a fi rm and a 
third party that off ers more customised services 
and a broader number of service functions 
(Yeung, Yeung & Cheng 2012:74). Increased 
concerns over issues such as constrained natural 
resources, global warming, greenhouse emissions 
and the health of consumers have compelled 
businesses to incorporate environmentally 
sustainable practices (Lee 2010:62 and Lin & 
Ho 2008:17). Logistics service providers world-
wide have signifi cantly increased their eff orts 
towards establishing environmentally sustainable 
practices (Zhu, Sarkis & Lai 2008 and Lin & Ho 
2011). Since environmental sustainability in the 
logistics industry is still in the early stages of 
implementation, environmentally sustainable 
practices can be seen as a novel and innovative 
progression for 3PL service providers (Lin & 
Ho 2011:67). Evangelista, Santoro and Th omas 
(2018:1) claim that despite the increasing 
interest toward environmental issues in the 
freight transport and logistics service sector, 
a comprehensive and updated assessment of 
the existing literature is still missing. Lieb and 
Lieb (2010:524) concur that most studies on 
environmental issues in logistics and supply chain 
management have focused on manufacturing 
sectors, while little attention has been paid to the 
service sectors, such as the 3PL industry.

Based on this reasoning, this paper aims to 
investigate factors that infl uence the intention of 
3PL service providers to adopt environmentally 
sustainable practices in Nelson Mandela Bay. 
Internal factors (such as management support, 
organisational culture and availability of resources) 

and external factors (such as competitive and 
customer pressures and government infl uence) 
will be examined.

PROBLEM STATEMENT 
Although the body of literature concerned with 
environmental issues in disciplines such as 
production and marketing have grown, literature 
involving logistics has been scarce but expanding 
(Panayides & Song 2013:295). Despite Ali, 
Chauhan, Barakat and Eid’s (2019:14) claim that 
sustainability in the 3PL industry has become an 
interesting area for future research, more research 
on environmental issues within the logistics 
industry is required, since the logistics service 
industry may have a greater negative environmental 
impact than other service sectors. According 
to Lai and Wong (2012:267), the adoption of 
environmentally sustainable practices allow the 
logistics industry to achieve both operational 
performance and resource conservation. Within 
this domain, environmentally sustainable 
practices may off er a promising future to the 
logistics industry. Furthermore, research on the 
topic of environmentally sustainable logistics 
practices is thus needed to better understand the 
infl uence that these aspects have on 3PL service 
providers and ultimately, the 3PL industry. 
Although Ali et al. (2019) postulate that limited 
research has been done regarding sustainability 
practices within the 3PL and logistics industry, 
some authors have made some stride in this fi eld. 
Furtado (2017) attempted to assess the impact 
of sustainable warehousing initiatives, such as 
warehouse deign, waste management systems 
and material and goods handling. Martinsen and 
Björklund (2012) investigated some sustainable 
transport initiatives such as alternative fuels, 
vehicle usage and mode of transport. Perotti, 
Zorzini, Cagno and Micheli (2012) identifi ed 
sustainable packaging initiatives such as recycle 
and reuse of packaging, eco-friendly packaging 
design and biodegradable packaging. Despite 
these attempts, Karrapan, Sishange, Swanepoel 
and Kilbourn (2017) allege that research with 
the South African 3PL industry still remains very 
limited.

It is against this background that the main 
research question to be addressed in the paper 
is: What internal and external factors infl uence 
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the intention of 3PL service providers to adopt 
environmentally sustainable practices in Nelson 
Mandela Bay?

RESEARCH OBJECTIVES 
Th e primary objective of this paper is to 
investigate the factors that infl uence the intention 
of 3PL service providers to adopt environmentally 
sustainable practices. In order to achieve this, the 
following secondary objectives are identifi ed:

• To review the literature pertaining to the 
environment of logistics and 3PL service 
providers. 

• To conduct a brief literature study on 
sustainable business practices. 

• To empirically assess the factors aff ecting the 
intention of 3PL service providers to adopt 
environmentally sustainable practices in 
Nelson Mandela Bay.

• To provide managerial recommendations 
and guidelines to 3PL service providers on 
the adoption of environmentally sustainable 
practices.

HYPOTHETICAL MODEL AND 
HYPOTHESES OF THE STUDY 
Despite limited research in the fi eld of sustainable 
business practices with the 3PL industry, especially 
within the South African context, the following 

four models were used to assist in developing the 
hypothetical model and identifying the variables 
of this study:

• Lin and Ho’s (2008) model of the intention of 
logistics service provider intentions to adopt 
green innovations.

• Holt and Ghobadian’s (2009) model of 
an empirical study of green supply chain 
management practices amongst UK 
manufacturers.

• Lin and Ho’s (2011) model of the infl uence 
of technological, organisational and 
environmental factors on the adoption of 
green practices in the Chinese logistics 
industry.

• Lai and Wong’s (2012) model of the antecedent 
factors driving the implementation of green 
logistics management and consequent 
performance. 

Figure 1 outlines the hypothetical model to be 
tested in this paper.

Th e following six hypotheses will be tested in this 
paper:

H1: Th ere is a positive relationship between 
management and organisational support and 
3PL service providers’ intention to adopt 

FIGURE 1: HYPOTHETICAL MODEL OF THE STUDY (SOURCE: AUTHOR’S OWN CONSTRUCTION)
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environmentally sustainable practices.

H2: Th ere is a positive relationship between 
organisational culture and 3PL service providers’ 
intention to adopt environmentally sustainable 
practices.

H3: Th ere is a positive relationship between the 
availability of resources and 3PL service providers’ 
intention to adopt environmentally sustainable 
practices.

H4: Th ere is a positive relationship between 
competitive pressure and 3PL service providers’ 
intention to adopt environmentally sustainable 
practices.

H5: Th ere is a positive relationship between 
customer pressure and 3PL service providers’ 
intention to adopt environmentally sustainable 
practices.

H6: Th ere is a positive relationship between 
government infl uence and 3PL service providers’ 
intention to adopt environmentally sustainable 
practices.

LITERATURE OVERVIEW 
Clarifi cation of key concepts 
• Th ird party logistics service providers 

Zacharia, Sanders and Nix (2011:40) defi ne 3PL 
service providers as external parties that may 
be consulted for any and all matters related to 
logistics service and that are oft en engaged in 
the strategic coordination of their customers’ 
supply chain activities. Hwang, Chen and Lin 
(2016:103) defi ne 3PL as involving the use of 
external companies to perform logistics functions 
traditionally managed by the fi rm.

• Environmental sustainability 
Environmental sustainability is broadly defi ned 
as meeting human needs without compromising 
the health of ecosystems (Sutton 2004:2). Morelli 
(2011:2), more specifi cally, defi nes the concept 
of environmental sustainability as a condition of 
balance, resilience, and interconnectedness that 
allows human society to satisfy its needs while 
ensuring that the ecosystems that support society 
continue to regenerate while also safeguarding 
biological diversity.

History and signifi cance of 3PL service 
providers 
According to Rajesh, Ganesh and Pugazhendhi 
(2013:38), the concept of logistics outsourcing 
and 3PL can be traced relatively far back in 
history. With its origin in the 1950s and 1960s, 
logistics outsourcing was previously limited to 
mainly transportation and warehousing, since 
the relationship between business and service 
providers were primarily short-term in nature. In 
the 1970s, the emphasis of service providers was 
on improved productivity, cost reduction and 
long-term contracts, while value-added services 
such as packaging, labelling, systems support, 
and inventory management became a priority in 
the 1980s (Rajesh et al. 2013:38).

Logistics outsourcing has gained momentum 
and recently more value-added services are 
being off ered by 3PL providers, such as import/
export management, customs clearance, freight 
forwarding, customer service, rate negotiation, 
order processing, assembly/installation, 
distribution, order fulfi lment, reverse logistics, 
consulting services that include distribution 
network planning, site selection for facility 
location, fl eet management, freight consolidation 
and logistics audit (Rajesh et al. 2013:38). Since 
its origin in the 1950s, the concept of outsourcing 
of various logistics activities has become a key 
factor in the movement and storage of goods and 
related information in supply chains (Horn, et al. 
2015:12). Globally, annual growth rates for the 
3PL industry of between fi ve and 10 per cent have 
been achieved, since over 54% of logistic expenses 
and more than 39% of warehouse operations 
expenses are outsourced (Langley 2012:17).

Advantages and disadvantages of 3PL service 
providers 
Horn et al. (2015:13) assert that the key factors 
which aff ect the decision to outsource logistics 
activities are economic, strategic and service-
related. Reduced costs due to the absence of 
an own-fl eet of transport vehicles, increased 
focus on core business activities due to the time 
and money saved on the outbound aspect of 
the supply chain and improvement of service 
to end users owing to the increased focus on 
the manufacturing process are central to most 
businesses. While it is apparent that the evidence 
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for using 3PL service providers is indeed strong, 
Li (2014:17), however, states that there are several 
problems with regards to outsourcing of logistics 
activities to 3PL organisations.

Moreover, Li (2014:18) similarly concludes that 
while there are numerous advantages of using 
3PL companies (e.g. focusing on core business 
activities, cost saving and operation effi  ciency), 
there are also inherent disadvantages (e.g. loss 
of control, loss of critical skills, loss of fl exibility, 
increased operating cost and loss of competitive 
advantage). However, Li (2014:18) asserts that 
this does not mean that the decision to outsource 
logistics services to 3PL providers is negative, 
as outsourcing has more advantages than 

disadvantages. While these challenges facing 3PL 
are universal, some can be overcome through 
certain well applied environmentally sustainable 
practices.

Environmental sustainability and 3PL service 
providers 
Concerns over constrained natural resources, 
global warming, greenhouse emissions and the 
health of consumers have increased and compelled 
logistics businesses worldwide to incorporate 
environmentally sustainable practices into 
their business strategies (Lee 2010:62; Lin & Ho 
2008:17). Customers and other stakeholders do 
not always diff erentiate between a business and its 
suppliers (Bacallan 2000:11) and as such logistics 

TABLE 1: OPERATIONALISATION OF STUDY VARIABLES

Operationalisation of variables
Authors

Intention to adopt environmentally sustainable practices refer to 
whether an organisation has a strong aim to, is determined to, or 
would implement environmentally sustainable practices if suitable 
opportunities arise within one or more years.

Chao (2012);
Lillah (2015);

Lin & Ho (2008); Lin & 
Ho (2011)

3PL service provider refers to an external service provider which 
provides any logistics function or service on behalf of, or for a 
customer that is not performed by the customer’s organisation 
itself.

Horn et al. (2015)
Yeung, Zhou, Yeung & 

Cheng (2012)
Zacharia et al. (2011) 

Environmentally sustainable practices refer to as encompassing 
administrative practices (such as setting specifi c sustainability 
goals, developing formal sustainability statements and 
establishing pilot programs), analytical practices (such as 
investing in environmental sustainability soft ware, making use of 
environmental checklists and benchmarking and measuring carbon 
impact) and transport practices (such as making use of alternative 
fuels, fuel-effi  cient vehicles and freight consolidation).

Lieb & Lieb (2010); 
Lillah 2015

Management support refers to whether top management in an 
organisation encourages and supports employees to actively 
participate in, and is committed to certain practices and whether 
management is familiar with related legislation and aligns the 
organisation’s strategy accordingly.

Chan (2011);
Helmig, Spraul & 
Ingenhoff  (2016);

Kim & McCleary (2014)

Organisational culture refers to the expectation of managerial and 
employee behaviour towards certain moral and ethical obligations 
and the alignment of the value system of the organisation which is 
seen as an important aspect of doing business.

Al-Bahussin & El-
Baumgartner (2009);

Daily & Huang (2001);
Garaihy (2013);

Pinho, Rodrigues & 
Dibb (2014)
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Availability of resources refer to whether an organisation has enough 
time, fi nancial resources, abilities/skills, relevant information 
and required personal characteristics (e.g. attitudes) necessary to 
achieve certain organisational objectives.

Amini & Bienstock 
(2014); Darcy, Hill, 

McCabe & McGovern 
(2014); Hart and Dowell 

(2010); Helmig et al. 
(2016); Lillah (2015)

Competitive pressure refers to whether an organisation is infl uenced 
or aff ected by the actions of leading competitors or competitive 
forces, and whether it reacts accordingly by adopting new practices, 
in an eff ort to increase competitive advantage amongst its strongest 
competitors.

Christmann (2004); 
Lillah (2015); Sin, 

Osman, Salahuddin, 
Abdullah Lim & Sim 

(2016) 

Customer pressure refers to the increasingly demanding expectation 
of customers on an organisation that it places increasing value on 
aspects of the business which customers are concerned about and 
implement it as a critical aspect of their service off ering.

Lee & Klassen (2008; 
Delmas & Montiel 

(2007); Sarkis, Zhu, & 
Lai (2011); Zhu & Sarkis 

(2004);

Government infl uence refers to the manner in which government 
provides incentives and training to organisations and implements 
various legislation (e.g. carbon tax), as a key priority on all levels.

Clayton, Spinardi & 
Williams (2014); Lin & 

Ho (2008); Lillah (2015); 
Helmig et al. (2016)

Source: Author’s own construction

service providers worldwide have signifi cantly 
increased their eff orts towards establishing 
environmentally sustainable practices (Srivastava 
2007; Zhu et al. 2008; Lin & Ho 2011). In this 
sense, environmental sustainability is playing 
an increasingly substantial role in the planning 
and management within businesses and across 
supply chains (Srivastava 2007). Th ere has also 
been a signifi cant increase in academic interest 
with regard to the preservation of the natural 
environment in recent years (Lin & Ho 2008:17).

Th e subject of environmental sustainability 
focusing on the activities of 3PL service providers 
has gained increasing academic interest 
(Colicchia, Marchet, Melacini & Perotti 2013:198). 
Previous contributions to this topic include the 
impact of logistics outsourcing on supply chain 
sustainability (Jumadi & Zailani 2010); Murphy 
& Poist 2003;  Zailani, Amran & Jumadi 2011) 
and the factors that infl uence the adoption of 
environmentally sustainable practices by logistics 
organisations (Lin & Ho 2008). Because the 
progress of dealing with environmental issues in 
the logistics industry is still in its initial stages, the 
adoption of environmentally sustainable practices 
can be seen a ground breaking process for a 

logistics service providers (Lin & Ho 2011:67).

Operationalisation of and literature on study 
variables 
Table 1 provides the operationalisation of the 
main study variables.

RESEARCH METHODOLOGY 
Research paradigm 
Th is paper is exploratory in nature and given 
the nature of the problem statement, the sample 
size required and the selected determinants of 
adopting environmentally sustainable practices, 
the positivistic paradigm was considered most 
appropriate, using a quantitative approach.

Population and sampling 
Th e population for this study was limited to 
include all 3PL service providers operating in 
Nelson Mandela Bay. As no complete, accurate 
and reliable database of these fi rms was available, 
a sampling frame was not available for this study. 
Also, to be noted is that the size of the industry in 
Nelson Mandela Bay is unregulated and as such 
there exist many informal 3PL service providers.

Non-probability sampling by means of convenience 
sampling was used. It was deemed appropriate 
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for this study because of the inaccessibility of a 
sampling frame and cost-eff ectiveness. Given the 
reasons, guidelines and constraints outlined, it 
was decided to target 70 3PL service providers in 
Nelson Mandela Bay (including Port Elizabeth, 
Uitenhage and Despatch). Each 3PL was to 
receive three questionnaires and it was important 
that respondents should have some knowledge 
regarding sustainable business practices. A total 
of 210 respondents were thus targeted.

Data collection 
Secondary data was collected through 
journal articles, textbooks and the Internet. A 
comprehensive literature review was conducted 
to examine the nature and importance of 3PL’s, 
importance of environmental sustainability 
and factors infl uencing intention to adopt 
environmentally sustainable practices. Primary 
data for the study was gathered through a survey 
methodology using a structured self-administered 
questionnaire that was administered to 210 
respondents. A total of 122 questionnaires were 
returned, representing an eff ective response rate 
of 58%.

QUESTIONNAIRE CONSTRUCTION 
Th e questionnaire used in this study consisted of 
a covering letter and the following three sections:

• Section A of the questionnaire required 
respondents to indicate the extent to which 
they agree or disagree with the statements 
regarding the factors impacting the intention 
to adopt environmentally sustainable 
practices. A fi ve-point Likert-type ordinal 
scale was used. 

• Section B dealt with perceptions regarding 
the intentions to adopt environmentally 
sustainability practices. A fi ve-point Likert-
type ordinal scale was used.

• Section C requested demographic information 
relating to both the respondents and their 
respective organisations. A nominal scale was 
used. 

In terms of the measurement of management 
support for environmentally sustainable 
practices, fi ve items were used. Two items used 
were adopted from Helmig et al. (2016); one 
item was adopted from Díaz-Garrido, Martín-

Peña and Sánchez-López (2013) and one item 
from Weng and Lin (2011). One item was self-
generated specifi cally for this study. In terms 
of organisational culture, two of the items were 
adapted from Valmohammadi and Roshanzamir 
(2015). Th ree of the items were self-generated. 
In terms of availability of resources, the items 
were sourced from Lillah (2015) and adapted 
for specifi c use in this study. For competitive 
pressures, Lillah (2015), Helmig et al. 2016, Holt 
and Ghobadian (2009) and Isaksson (2012) were 
consulted. In terms of the measurement of the 
customer pressure variable, Brammer, Hoejmose 
and Marchant (2012); Helmig et al. (2016) and 
Holt and Ghobadian (2009) were consulted and 
two of the items were self-generated. To measure 
government infl uence, fi ve items were used. Lin 
and Ho (2008), Weng and Lin (2011), Lillah (2015) 
and Helmig et al. 2016 were consulted for four of 
the items and one item was self-constructed.

Data analysis 
Data was captured on an Excel spreadsheet and 
analysed by means of the Statistica computer 
programme. Descriptive statistics (mean values 
and standard deviation scores) and frequency 
distributions were used. Exploratory factor 
analysis was used to test for the validity of the 
empirical results. Face and content validity 
were assessed by means of a pilot study, expert 
judgement of researchers in the fi eld of Logistics, 
Business Management and Statistics and a 
comprehensive literature study were conducted. 
Reliability was confi rmed by calculating 
Cronbach’s alpha coeffi  cients. Multiple 
regression analysis was used to determine the 
infl uence of the independent variables, (namely 
management support, organisational culture, 
availability of resources, competitive pressure, 
customer pressure and government infl uence) 
on the dependent variable, intention to adopt 
environmentally sustainable practices.

DISCUSSION OF RESULTS 
Demographical profi le of respondents 
Th e demographical results are depicted in Table 
2.

Table 2 shows the demographic profi le of the 
respondents and the respective 3PL organisations 
according to nine demographic characteristics. It 
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TABLE 2: DEMOGRAPHICAL PROFILE OF 
RESPONDENTS

Demographics Range %

Gender
Male 64

Female 36

Age

<20 years 2
20-29 years 21
30-39 years 40
40-49 years 23
50-59 years 11
60+ years 2

Position

CEO 2
Manager 40
Employee 54

Other 3

Length of 
existence

1 – 5 years 28
6 – 10 years 28

11 – 15 years 35
More than 15 years 9

Family-owned Yes 36

No 64

Sector
Public 12
Private 86

Form of 
ownership

Sole trader 9
Partnership 19

Closed 
Corporation 6

Private Company 52
Public Company 14

Size
Small 39

Medium 39
Large 22

Type of 
business

Transportation 49
Warehousing 6

Packaging 3
Inventory 

Forecasting 4

Order Fulfi lment 16
Freight 

Forwarding 21

International 
Logistics 1

Source: Author’s own illustration

appears that the majority of the respondents are 
males (64%) between the ages of 20 and 39 (61%). 
Most of the respondents were employees at 3PL’s 
(54%) and managers (40%) and these 3PL’s have 
been in existence for between six and 15 years 
(63%). Most of these 3PL’s are not family-owned 
(64%) in the private sector (86%), are small and 
medium-sized organisations (78%), private 
companies (52%) and the main business activity 
is transportation (49%).

Exploratory factor analysis and reliability 
results 
Exploratory factor loadings and reliability results 
are depicted in Table 3 below. Independent 
variables, namely management support and 
organisational culture, availability of resources, 
competitive pressure, customer pressure and 
government infl uence, on the dependent variable, 
intention to adopt environmentally sustainable 
practices are presented. Factor loadings of greater 
than 0.4 were considered valid.

As can be seen from Table 3, all items used to 
measure both management support (MAN1 
– MAN5) and organisational culture (ORG1 
– ORG5) loaded onto one factor. Th is means 
that both the variable management support 
and organisational culture are highly inter-
correlated and inherently similar at measurement 
level. A closer look at these items shows that 
this factor deals with the eff ect that support 
from management and the culture maintained 
in an organisation have on the adoption of 
environmentally sustainable practices and will be 
labelled as such. For the purposes of this study, 
management support and organisational culture 
were renamed as management and organisational 
support. Th is refers the way managerial and 
organisational infl uence directly impacts upon 
the organisational practices by promoting 
the empowerment of employees, aligning the 
organisational strategy and implementing 
systems to promote desired practices such as 
incentive programs, rewards, training programs 
and recognises experiences gained through 
education, socialisation and participation of staff  
in the organisation. Th e variable “availability of 
resources” did not load signifi cantly as only two 
variables (REC3 and REC4) loaded onto this 
factor and some other variables had cross loadings 
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or loaded onto other factors. Th is variable was 
thus deleted for further analysis.

It can further be seen that all of the items for 
customer pressure (CUST1 – CUST5) loaded 
on to one factor. Th us the original operational 
defi nition of this variable was maintained and 
it will refer to the increasingly demanding 
expectation of customers on an organisation 
that it places increasing value on aspects of the 
business which customers are concerned about 
and implement it as a critical aspect of their 
service off ering. All of the government infl uence 
(GOV1 – GOV5) scales loaded onto one factor 
and returned factor. Th e defi nition of government 
infl uence has therefore not changed. Th is means 
that government infl uence will refer to the manner 
in which government provides incentives and 
training to organisations and implements various 
legislation (e.g. carbon tax), as a key priority on 
all levels.

Table 3 also shows that three of the original items 
measuring competitive pressure (COMP3 – 
COMP5) loaded onto one factor. Th e defi nition 
used to operationalise this factor remains 
unchanged. Th is means that the competitive 
pressure will refer to whether an organisation 
is infl uenced or aff ected by the actions of 
leading competitors or competitive forces, and 

whether it reacts accordingly by adopting new 
practices, in an eff ort to increase competitive 
advantage amongst its strongest competitors. As 
can be seen from Table 3, all of the items used 
to measure intention to adopt environmentally 
sustainable practices (INTENT1 – INTENT5), 
as well as one item used to measure availability 
of resources (REC2) loaded onto one factor. 
Th e defi nition used to operationalise this factor 
remains unchanged. Th erefore, the intention to 
adopt environmentally sustainable practices will 
refer to whether an organisation has a strong 
aim to, is determined to, or would implement 
environmentally sustainable practices if a suitable 
opportunity arises, or within one or more year(s).

Table 3 also shows that most of the scales used in the 
measuring instrument can be considered reliable. 
Th e reliability of the measuring instrument 
was ensured by calculating Cronbach’s alpha 
coeffi  cients. A Cronbach’s alpha coeffi  cient of 
between 0.5 and 0.6 is considered to be suffi  cient 
(Nunnally 1978; Salehi, Gahderi & Rostami 
2012:1306), especially in exploratory research. 
Th e lowest Cronbach’s alpha coeffi  cient was 
reported for the scales that measured competitive 
pressure (0.60) and customer pressure obtained 
the highest Cronbach’s alpha coeffi  cient of 0.94. 
Th e availability of resources variable was not 
considered reliable as it obtained a coeffi  cient 

TABLE 3: EMPIRICAL FACTOR STRUCTURE AND CRONBACH’S ALPHA VALUES

Latent Variable Items Minimum 
loadings

Maximum 
loadings

Cronbach 
Alpha

Management and 
Organisational support

MAN1, MAN2, MAN3, 
MAN4, MAN5, ORG1, 
ORG2, ORG3, ORG4, 

ORG5

0.53146 0.847650 0.93

Availability of resources REC3, REC4 Did not load

Competitive pressure COMP3, COMP4, 
COMP5 0.499084 0.775409 0.60

Customer pressure CUST1, CUST2, CUST3, 
CUST4, CUST5 0.791607 0.917400 0.94

Government infl uence GOV1, GOV2, GOV3, 
GOV4, GOV5 0.428567 0.847812 0.85

Intention to adopt 
environmentally sustainable 
practices

INTENT1, INTENT2, 
INTENT3, INTENT4, 

INTENT5, REC2
0.649258 0.8474361 0.90

Author’s own construction
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lower than 0.5 and was therefore not considered 
for further analysis. All other variables could thus 
be considered as to be internally reliable.

Descriptive statistics 
Table 4 shows the descriptive statistics results.

TABLE 4: DESCRIPTIVE STATISTICS 

Variable Mean Standard 
deviation

Management and 
organisational 
support

4.09 0.81

Competitive 
pressure 3.98 0.81

Government 
infl uence 3.48 0.94

Customer pressure 3.44 1.20
Intention to adopt 
environmentally 
sustainable 
practices

3.75 0.93

Table 4 shows the descriptive statistics results. 
As can be seen from Table 4, management 
and organisational support was the factor 
with the highest mean score (4.09). Th e 
mean values for customer pressure (3.44) and 
government infl uence (3.48) cluster around 
point three (neutral), whereas intention to adopt 
environmentally sustainable practices (3.74) and 
competitive pressure (3.98) cluster around point 
four (agree slightly), suggesting that respondents 
agree slightly with these variables. Th e standard 
deviation scores give an indication of how much 
the responses of the respondents deviate from 

the mean. For all the variables it appears that 
responses do not vary too much around the mean 
scores, except for the customer pressure variable 
(standard deviation score > 1).

Regression analysis 
Table 5 indicates the eff ect of the internal and 
external factors (independent variables) on the 
intention to adopt environmentally sustainable 
business practices (dependent variable).

From Table 5, it can be seen that management and 
organisational support (b* = 0.341; p = 0.000), 
customer pressure (b* = 0.165; p = 0.054) and 
government infl uence (b* = 0.208; p = 0.0179) 
have a signifi cant positive infl uence on the 
intention to adopt environmentally sustainable 
practices. From the standardised beta coeffi  cient, 
it is clear that management and organisational 
support has the largest infl uence on the intention 
to adopt environmentally sustainable practices 
whereas government infl uence has the smaller 
eff ect. In the overall fi t of the model represented 
in Table 5, it can be seen that management and 
organisational support, customer pressure, 
government infl uence and competitive pressure 
explain 30.01% of the variance in intention to 
adopt environmentally sustainable practices.

Adapted theoretical model 
Due to the results of the validity and reliability 
analyses, the theoretical model had to be 
readjusted. Figure 2 provides the readjusted 
theoretical model of the study.

DISCUSSION OF RESULTS AND 
CONCLUSIONS 

TABLE 5: REGRESSION ANALYSIS

Predictor variables b* Std. Err. b Std. Err. t(117) p-value
Intercept     1.020294 0.465057 2.193911 0.030218
Management and 
organisational support 0.341485 0.090354 0.393863 0.104213 3.779399 0.000249***

Customer pressure 0.165049 0.084935 0.128501 0.066127 1.943226 0.0543910*
Government infl uence 0.208341 0.086751 0.207261 0.086301 2.401606 0.017898**
Competitive pressure -0.011028 0.082758 -0.012735 0.095570 -0.133251 0.894224
R = .54874364 R² = .30111958 Adjusted R² = .27722624
F(4,117) = 12.603 p<.00000 Std. Error of estimate: .79244
N = 122 

(*p < 0.1; **p < 0.05; *** p < 0.01)



1824
WWW.IBC-CONFERENCE.COM

Several scholars suggested that operations of 
3PL service providers oft en leads to numerous 
harmful eff ects on the natural environment which 
include increased CO2 emissions, waste disposal 
and increased fuel consumption (Rondinelli & 
Berry 2000:14). Other scholars asserted that the 
3PL industry may be dirtier and more wasteful 
than other service sectors (Lin & Ho 2008:22). 
Recently, there has been an upsurge of public and 
government concern for the environment, and 
businesses have come under increasing pressure 
to adopt environmentally sustainable practices to 
reduce the impact of their logistics activities on 
the environment (Lin & Ho 2011:34). According 
to McKinnon, Browne, Whiteing and Piecyk 
(2015:33), the present logistics systems face major 
global challenges and place specifi c emphasis 
on road transportation. Traffi  c jams, increased 
emissions, noise pollution and lost cargo due to 
theft  and accidents present some of the greatest 
of the challenges faced by the logistics industry. 
It is these alarming facts and many more, which 
have caused the concept of environmentally 
sustainable logistics to become one of the main 
issues in the 21st century (Wu & Pagell 2010).

Th e empirical results indicated that management 
and organisational support impacts on the 
intention of third party logistics service providers 
to adopt environmentally sustainable business 
practices (H1a supported). Th is supports 

previous research by Park, Kim and McCleary 
(2014:97); Chan (2011:4); Al-Bahussin and 
El-garaihy (2013:2) and Pinho et al. (2014:5). 
It also supports the theory put forward in the 
RBV (1984) and Institutional theory (1980). It is 
recommended that organisations engage in more 
rigorous training and educational initiatives 
with staff  about not only the environmental 
benefi ts but also the monetary benefi ts associated 
with going green. Formal guidelines, reward 
systems, monetary incentives for being more 
environmentally sustainable should be adopted 
and encouraged to build a culture of becoming 
more environmentally sustainable.

It also appears that there is a signifi cant 
relationship between customer pressure and the 
intention of third party logistics service providers 
to adopt environmentally sustainable business 
practices (H5 supported). Th is fi nding is in line 
with the fi ndings of Lee and Klassen (2008) and 
Sarkis et al. (2011:165). Th e results indicate that 
the pressure exerted by customers on 3PL fi rms 
in Nelson Mandela Bay are increasingly placing 
pressure on these fi rms to comply with industry 
standard, regulations and societal expectations. 
It is recommended that businesses engage with 
stakeholders, especially customers, who exert 
upward pressure in the supply chain who demand 
certain service off erings as well as the expectation 
to implement desired practices. Not only will the 

FIGURE 2: ADAPTED THEORETICAL MODEL TO EXAMINE THE INTENTION TO ADOPT 
ENVIRONMENTALLY SUSTAINABLE PRACTICES (SOURCE: AUTHOR’S OWN CONSTRUCTION)
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organisation benefi t from the increased value of 
satisfi ed customers, but also the support gained 
from word of mouth as well as increased market 
share. Clear communication should be conveyed 
to customers about the level of environmental 
sustainability of the organisations’ practices. 
Information regarding sustainable practices, as 
well as emission reduction programmes should 
be readily available to customers.

It further appears that there is a signifi cant 
relationship between government infl uence and the 
intention of third party logistics service providers 

to adopt environmentally sustainable business 
practices (H6 supported). Th is fi nding supports 
the research by Lin and Ho (2008:20), Lin and Ho 
(2011) and Clayton et al. (2014:26) and indicates 
that the infl uence exerted by government on 
3PL fi rms in terms of tax or fi nancial incentives, 
training related to environmental sustainability, 
legislation regarding environmentally sustainable 
practices, carbon tax or vehicle emissions does 
promote the adoption of environmentally 
sustainable practices.

MANAGERIAL IMPLICATIONS 

TABLE 6: MANAGERIAL IMPLICATIONS OF FACTORS IMPACTING ON 3PL’S INTENTION TO ADOPT 
ENVIRONMENTALLY SUSTAINABLE BUSINESS PRACTICES

Managerial implications regarding management and organisational support …

1 Top management should encourage all employees to actively participate in environmentally 
sustainable practices. 

2 Management should be committed to and actively engage in environmentally sustainable 
practices.

3 Management should support employees when they are faced with environmental sustainability 
issues and problems.

4 Management should be familiar with environmental legislation applicable to the 3PL industry.

5 Top management should ensure that the organisation’s strategy is aligned with environmentally 
sustainable goals.

6 Protecting the environment should be seen as a moral obligation within 3PL’s.
7 Th e organisation’s value system should be aligned with environmentally sustainable practices.
8 It should be expected of employees to be behave in an environmentally sustainable manner.

Managerial implications regarding customer pressures …

9 3PL’s should be taking note of the increasingly demands of customers to implement 
environmentally sustainable practices.

10 Implementing environmentally sustainable practices should be a critical aspect of 3PL’s service 
off ering.

11 3PL’s should realise that customers are concerned about the eff ect that business operations 
could have on the natural environment.

12 3PL’s should take note of customers’ increasing value placed on implementing environmentally 
sustainable practices.

Managerial implications regarding government infl uence …
13 Government should provide incentives for implementing environmentally sustainable practices. 
14 Government should provide training related to environmentally sustainable practices. 
15 Government should implement various legislation to ensure environmental sustainability.
16 Environmental sustainability should be a key priority of government on all levels.

17 Government’s carbon tax should infl uence an organisation’s decision to implement 
environmentally sustainable practices.

Source: Own construction
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Th e results clearly indicated that various 
stakeholders and factors could impact on 3PL’s 
intention to adopt environmentally sustainable 
business practices. Based on the empirical results it 
was found that the most important internal factor 
is management and organisational support and 
the most important external factors are customer 
pressures and government infl uences. Based on 
these fi ndings it, the managerial implications are 
outlined in Table 6.

CONTRIBUTIONS OF THE STUDY 
Th e following contributions of the study are 
acknowledged:

• Th is study highlighted the importance of 
research into environmentally sustainable 
practices, not only in the logistics fi eld or 
within the 3PL service industry, but across the 
business and supply chain spectrum. 

• Th e results of this study could also be 
replicated by other industries to ensure the 
successful adoption of environmentally 
sustainable practices. 

• Th e fi ndings of the study could inform 
3PL service providers about policy 
formulation regarding the implementation of 
environmentally sustainable practices. 

• Th is study used a sound and well-developed 
research design and methodology which has 
been justifi ed and applied. Th is could be used 
by other similar studies to conduct empirical 
research in the fi eld of environmental 
sustainability. 

LIMITATIONS OF THE STUDY 
Th e limited sample size and restriction to one 
metropole in South Africa is acknowledged. 
Many of the respondents also admitted not being 
knowledgeable enough about environmentally 
sustainable practices to understand the items in 
the questionnaire clearly.
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ABSTRACT 
Small and medium enterprises operate in an 
adverse business environment that is characterised 
by dynamism and intense competition, such 
that in order to survive, they must improve on 
their supply chains. Th e aim of this study was 
to investigate the infl uence of technological 
capabilities on supply chain competence among 
small and medium enterprises in Zimbabwe. 
Th e effi  ciency of a fi rm’s supply chain facilitates 
coordination among partners, which in turn 
fosters opportunities for synergy and competitive 
advantage, in turn, is highly dependent on. A cross-
sectional survey was conducted, and data was 
collected from 388 small and medium enterprises 
in Zimbabwe and structural equation modelling 
was used to analyse the data. Th e fi ndings of 
this study have signifi cant implications for the 
strategic management of SMEs in Zimbabwe 
and other similar contexts. Since technological 
capabilities have been conceptualised as key 
constructs determining the ability of a fi rm to 
manage its supply chains, it is imperative that 
managers must appreciate that supply chain 
competence is a result of technical backing in the 
form of technological competences, from which 
production cost effi  ciency is developed.

Keywords: Technological Capabilities, Supply 
Chain Competence, Cost Effi  ciency 

INTRODUCTION AND BACKGROUND 
Small and medium enterprises (SMEs) operate 
in an adverse business environment that 
is characterised by dynamism and intense 
competition. In order to survive, they must improve 

their supply chains. Th e industrial and digital 
revolution, referred to as the fourth industrial 
revolution, has had far-reaching infl uences on 
society and businesses, and the result has been a 
paradigm shift  from the real world into the digital 
world (Makridakis, 2017:46; Reyna, Martín, Chen, 
Soler & Díaz, 2018:173). Th ese developments 
provided business with opportunities for 
mechanising operations, sharing information, 
and transforming businesses models. However, 
in order to survive in this business environment, 
there is a need for businesses to implement flexible 
business processes, promote collaboration, share 
knowledge, and employ collective decision-
making techniques (Ariouat, Hanachi, Andonoff 
& Benaben, 2017:703; Viriyasitavat & Martin, 
2012:933). It is important to note that the business 
environment has transformed from competition 
between individual organisations to competition 
between supply chains. Hence, cultivating 
supply chain competitiveness is now critical to 
business success. Specifi cally, the fi rm’s ability 
to utilise technology is central to its sustainable 
competitive advantage (Operti & Carnabuci, 
2013:1621). Th e technological revolution and 
adoption of technology-based operational 
practices and techniques should enable the 
integration of supply chains into value systems 
(Yeniyurt, Wu, Kim & Cavusgil, 2019:47; Dehgani 
& Navimipour, 2019:10). Th e effi  ciency of a fi rm’s 
supply chain facilitates coordination among 
partners, which in turn fosters opportunities for 
synergy and competitive advantage. Th e question 
of production cost effi  ciency among SMEs has 
become more central given their limited access 
to fi nancing and inability to fi nance growth 
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internally. Th is triggers the need to revisit the 
interplay between technological and production 
cost effi  ciency on one end, and supply chain 
competences on the other end, among SMEs.

In developing countries, the existence of a solid 
and effi  cient SMEs sector is crucial for sustainable 
economic growth. In order to sustain dynamism 
in the business world, fi rms are beginning 
to consider outsourcing several activities, 
processes and services to external providers, 
resulting in increased supply chain complexity 
(Bastas & Liyanage, 2019:11). Considering the 
signifi cance of supply chain competence (SCC), 
this study focuses on technological capabilities as 
determinants of and supply competences for SMEs 
in Zimbabwe. While there is a renewed focus 
on technology and supply chain management 
for enhanced competitiveness due to increased 
globalization and the growing reliance on network 
relationships (Liu, Zhu, & Seuring, 2017:188), 
there is no research providing a comprehensive 
framework for technological capabilities and 
SCC for enhancing production cost effi  ciency. 
Th ere is also limited scholarly work exploring 
the mediating role of production cost effi  ciency 
(PCE), hence this study incorporated the need 
for the existence of mediating variables between 
technological capabilities and SCC. Th is study 
provides SMEs with an understanding as to how 
these competences can ensure sustainability in a 
hyper-competitive environment. Technological 
capabilities are proxied as having three conceptual 
dimensions: technology acquiring capability, 
technology operating capability and technological 
proactiveness capability. Th e paper proceeds as 
follows: in the review of literature, the concepts 
of technological capabilities and supply chain 
competence are discussed, then a conceptual 
framework that explains the causal relationship 
among the constructs is then presented. 
Subsequently, a quantitative data analysis is 
conducted to validate the proposed model and 
enable conclusions and recommendations, using 
structural equation modelling, multivariate data 
analysis technique.

LITERATURE REVIEW 
A fi rm attains a strategic competitive advantage 
when it can convert uncertainties and threats into 
opportunities through accumulating the requisite 

technology, knowledge, and relationships 
consistently. Th us, possession of diff erent 
underlying competences leads to diff erent 
outcomes in certain situations. In general, 
capabilities are conceptualised as recognisable 
patterns of knowledge, abilities, activities and 
other sorts that distinguish exceptional from 
ordinary performance (Amini, Hosseinalipour 
& Monavvarian, 2017:397). Th is study focuses 
primarily on technological and supply chain 
competences.

Technological Competences 
Technological competences are fi rm resources 
that are necessary for the generation and 
management of technological changes and from 
a more operational perspective, these are defi ned 
as the ability to develop and design technology 
and technological processes, and to operate them 
eff ectively. Technology has grown to be highly 
regarded in today’s extremely dynamic business 
environment, both as a solid foundation for 
competitive advantage and to carry out daily 
business transactions, processes and activities 
(Eze, Chinedu-Eze & Bello, 2019:2; Singh, Luthra, 
Mangla & Uniyal, 2019:10). Th e increase in the 
use of mobile devices like smartphones and 
tablets, wireless connections, online platforms, 
web streaming, and cloud computing is evidence 
that the way we communicate, store and process 
information today has dramatically changed over 
the past few decades (Duch-Brown, de Panizza & 
Rohman, 2018:175).

Technology Acquisition Capability 
Technology acquisition capability relates to a fi rm’s 
ability to purchase new technology either formally 
or informally in order to improve organisational 
performance (Chantanaphant et al., 2013:18). 
It entails the pursuance of new technology 
signals, trends and pointers that can give the fi rm 
superior performance (Voola, Casimir, Carlson 
& Agnihotri, 2012:137, Sarkees, 2011:786). Th e 
increase in globalisation and the accompanying 
trade liberalisation has increased the number 
of avenues, linkages and mechanisms for the 
acquisition of technology acquisition locally and 
globally. However, fi rms need to massively 
invest in resources, operational processes and 
informal activities in order to create a fi rm-
wide technology acquiring capability (Sarkees, 
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2011:786). Capabilities related to technological 
acquisitions benefi t the acquiring fi rm’s output 
through the expansion of its knowledge base, 
its potentiality for inventive recombination 
and upgrade and economies of scale and scope 
between two technology sources (Sun, 2014:153). 
Acquiring and applying new technologies to 
the fi rm’s operational processes allows for new 
product development and value addition, thereby 
improving on the returns of the fi rm (Minguela-
Rata, Fernández-Menéndez & Fossas-Olalla, 
2014:439). Owing to their small size and limited 
fi nancial resources, SMEs predominantly acquire 
their needed technology from external resources. 
Over the past decades, external acquisition of 
technology has become a fundamental part of 
the overall strategy of fi rms (Van De Vrande 
2013:610). Th erefore, SMEs frequently require 
strong personnel that follow-up on the technical 
changes that occur in order to eff ectively upgrade 
their technology capability. In addition, a 
consistent network system will off er them better 
opportunities to access complementary resources 
to enhance technology acquisition.

Technology Operating Capability 
Technology operating capability relates to 
the fi rm’s ability to make use of and maintain 
technological and other information and 
technology-driven systems for the benefi t of the 
fi rm (Basheer, Siam, Awn & Hassan, 2019:275; 
Hansen & Lema, 2019:242). In order to overcome 
the current business environmental challenges, 
the new sustainable technologies should be 
intertwined with business models and value 
chains within the fi rms (Söderholm, Hellsmark, 
Frishammar, Hansson, Mossberg & Sandström, 
2019:309). Possessing these technological 
operating capabilities allows fi rms to product and 
process innovation gaps hence it is important 
that top management cultivate a culture that 
supports the implementation of new technology 
across the fi rm (Martín-Rojas et al., 2011:985). 
Th e operation of new technology in business 
processes brings about a number of operational 
benefi ts for both the fi rm and its customers 
(Paluch & Wünderlich, 2016:2424). In developing 
economies, where demand is highly unpredictable 
and uncertain, SMEs need to adopt strategies 
that allow them to cope with the technological 
requirements of changing market demands (Wu, 

2011:490). SMEs can, therefore, compensate 
for their resource adequacies relative to large 
fi rms by concentrating more on technological 
and innovation activities in order to attain 
superior business performance (Batra, Sharma, 
Dixit & Vohra, 2015:18). However, for SMEs to 
reap maximum benefi ts from the operation of 
technology, continuous review of employees’ 
technical knowhow is needed (Martín-Rojas, 
García-Morales & Bolívar-Ramos, 2013:418). As 
argued by Darbanhosseiniamirkhiz and Ismail 
(2012:117) employees training programmes 
are eff ective in equipping technical skills and 
familiarising the members of staff  with the 
fundamentals of technological changes.

Technology Proactiveness Capability 
Technological proactiveness capability refers to the 
ability of a fi rm to positively and quickly respond 
to technological changes and demands and this 
is regarded as crucial and pivotal in ensuring 
effi  cient use of resources and in aiding research 
and development (Asim, Sarwat, Sorooshian & 
Ahmad, 2017:7217). Th e new technologies that 
are quickly absorbed by a proactive fi rm help 
in sustaining valuable customer relationships, 
facilitate fi rm-customer interaction and improve 
product and service personalisation (Wang & 
Feng, 2012:120). As a result, those fi rms that are 
proactive towards technology, realise and respond 
to opportunities better, by introducing new 
products or altering the current product off ering, 
modifying the production process and entering 
new markets (Vora, Vora & Polley, 2012:356). Th e 
technology proactiveness capability allows a fi rm 
to anticipate and act on changes in the market 
better than the competition, thereby generating 
the fi rst-mover advantage against competition 
and many fi rms utilize such capabilities to gain 
the competitive advantage (Açıkdilli & Ayhan, 
2013: 146; Queiroz, Tallon, Sharma & Coltman, 
2018:5). In SMEs, the decision adopt new 
technologies predominantly lies in the hands 
of the owner and subsequently, the proactive 
character adopted by owners will directly 
infl uence the technology acquisitions processes 
(Mpofu & Watkins-Mathys, 2011:194; Martınez-
Roman & Romero, 2017:544). Managers with a 
proactive strategic orientation satisfactorily adopt 
both internal technological developments and the 
external acquisition of technology for the benefi t 
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of the fi rm (Haro‐Domínguez, Ortega‐Egea, 
Tamayo‐Torres, 2010:954).

Production Cost Effi  ciency (PCE) 
Production cost-effi  ciency relates to the capacity 
of a fi rm to produce product and service 
combinations at the lowest possible cost over a 
period, and this has been measured in terms of 
the costs relating to quality, production changes 
and manufacturing (Sarkar, 2017:1508; Russell, 
Langemeier & Briggeman, 2013:414). In order 
to attain production cost effi  ciency, fi rms must 
strive to minimise their long-run average 
costs over because this will make them more 
competitive and expand production capacity in 
future (Van Heerden & Rossouw, 2014:480). It 
has been argued that faced with these numerous 
changes in the business environment, and adverse 
circumstances, fi rms must prioritise effi  ciency 
and cost optimization through mechanisms like 
reduction in their operational capacity in line 
with economic circumstances (Madrid‐Guijarro, 
García‐Pérez‐de‐Lema & Van Auken, 2013:578). It 
has become important that fi rms increase control 
of their production costs in order to achieve 
pricing and marketing success and ultimately 
competitiveness (Dunford, Dunford, Barbu & 
Liu, 2016:112). Some of the scholarly works that 
have been undertaken have decomposed cost-
effi  ciency into technical effi  ciency and allocative 
effi  ciency and have largely been based on the 
materials balance principle (Alsaleh & Abdul-
Rahim, 2018:746; Russell et al., 2013:414). Th e 
materials balance principle relates to the balance 
of the materials between inputs, desirable outputs 
and undesirable outputs in the production 
progress (Xian, Yang, Wang, Wei & Huang, 
2019:458). Understanding production cost 
effi  ciency provides a more complete and strategic 
linkage between these variables that are central 
to SMEs survival and growth. While studies 
on cost effi  ciency are abundant (Vigren, 2016; 
Mamonov & Vernikov, 2017; Dempsey-Brench 
& Volta, 2018; Adesina, 2019), there is a general 
lack of literature that focuses on production cost 
effi  ciency, especially in the SMEs context.

Supply Chain Competence 
Supply chain competence has been defi ned 
as a collection of fi rm-level, managerial, 
methodological and strategic capabilities 

developed by a fi rm relating to the operation of 
its supply chain operation and distribution issues 
(Braunscheidel, Michael & Nallan, 2018:289; 
Junior, Frederico & Costa, 2019:8). In a supply 
chain, competence is a crucial factor that leads to 
fi nancial and operational improvements resulting 
in superior performance and competitiveness. As 
the world evolves, the increased complexities and 
ever-wider geographic dispersion have created 
greater vulnerabilities. In today’s globalised 
economy, supply chains have become more complex 
and the situation has been worsened by increased 
global operational risk market uncertainties, and 
ever-changing changing international laws and 
regulations (Chand, Th akkar & Ghosh, 2018:389). 
Th e main thrust of supply chain management 
is to effi  ciently and eff ectively manage the fl ow 
of products and information from the source 
to the end customer and the defi nitive goal is 
to create value addition and increase customer 
satisfaction (Ellram and Cooper, 2014:8). Th is 
involves the strategic management of both 
external and internal stakeholders involved in 
the supply of raw material suppliers and the end-
users. Th is places supply chain at the centre of 
organisational strategy making it an infl uential 
management way of ensuring sustainability 
and superior performance in fi rms (Reefk e and 
Sundaram, 2017:195). Because a supply chain 
oft en interconnects the business functions with 
a wide-ranging network of business partners, it 
increases the vulnerability of the fi rm, sometimes 
leading to organisational disruptions (Min, 
2019:39). Th erefore, an eff ective and effi  cient 
supply chain will require the integration of all 
business processes. Th e competitiveness and 
quality of a fi rm’s supply chain is determined 
and strengthened by the fi rm’s competence in 
managing the chain and this competence is 
built when the fi rm adopts practices that solve 
problems in the supply chain (Sangari & Razmi, 
2015:356; Ye, Huo, Zhang, Wang & Zhao, 2018). 
A number of technologies have been adopted to 
make the manufacturing process more fl exible, 
responsive, and devolved. Th e developments 
in information system infrastructure and 
technology, and the fourth industrial revolution 
enabled the modernisation of supply chains and 
the preservation of competitiveness (Sundram, 
Rajagopal, Nur Atiqah, Atikah & Appasamy, 
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2018:95).

CONCEPTUAL MODEL 
Th e conceptual model used in this study 
was derived from the Dynamic Capabilities 
Th eory (DCT). Unlike the common technology 
imperative view, the DCT tends to reinforce 
the importance of organisational capabilities in 
affi  rming fi rm performance.

HYPOTHESIS DEVELOPMENT 
SMEs that are generally opportunistic 
about technology could appreciate and 
obtain knowledge through new technology 
developments and are essentially willing and 
able to react to new technological developments 
(Chen & Lien, 2013:2219). Technology results 
from the production and creation of knowledge, 
and according to Schumpeterian theory the 
knowledge has a signifi cant impact on the 
productive structure of a fi rm (Urraca-Ruiz, 
2013:1). Managers are constantly under pressure 
to adapt to the rapid technological changes, and 
owing to the conjunction between manufacturing 
and the underpinning technologies of the 
Fourth Industrial Revolution, oft en referred to 
as Industry 4.0, it has become more critical for 
fi rms to nurture their technological capabilities 
(Eng & Okten, 2011:1001; Lin & Ho, 2018:1383). 
It has been argued that achieving superior 
technological skills strategically positions a fi rm 
to exploit entrepreneurial opportunities better, 
improve on the fl exibility and speed of production 

thereby ensuring that production costs are kept 
comparatively low and margins higher (Sarkees, 
2011:787). An improvement in the cost profi le of 
a fi rm is likely to impact on its ability to interact 
with its stakeholders and strategic partners 
eff ectively. It has been argued that fi rms are forced 
to improve on their cost-effi  ciency through their 
inter-organisational systems in order to enhance 
effi  ciency in their supply chains (Cooper, 
2017:30). Th ere are several factors that hinder 
the development and effi  ciency of supply chains 
and sustainability and prominent fi rm-specifi c 
factors include the need to reduce costs (Ahi & 
Searcy, 2014:2884). Improving production cost 
effi  ciency, therefore, impacts on supply chain 
competence. Give the above arguments, the 
following hypotheses are proposed.

H1: Th ere is a positive and signifi cant relationship 
between technology acquisition capability and 
production cost effi  ciency.

H2: Th ere is a positive and signifi cant relationship 
between technology operating capability and 
production cost effi  ciency.

H3: Th ere is a positive and signifi cant relationship 
between technology proactiveness capability and 
production cost effi  ciency.

H4: Th ere is a positive and signifi cant relationship 
between production cost effi  ciency and supply 
chain competence.

FIGURE 1. CONCEPTUAL MODEL



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

1835

RESEARCH METHODOLOGY 
Research Approach and Design 
Th e current study on technological capabilities as 
predictors of supply chain competences among 
small and medium enterprises was quantitative in 
nature, building from the positivistic paradigm. 
Th e positivist paradigm emphasises that ‘real 
events can be observed empirically and explained 
with logical analysis’ (Kaboub, 2008:343). A 
cross-sectional survey was conducted, and the 
design survey research design was chosen in 
order to ascertain the cause-eff ect relationship 
without experimental manipulation. It allowed 
the researcher to answer the ‘what’, ‘who’ and 
‘how much’ research questions that are pertinent 
to this study Bell, Bryman & Harley, 2018:27).

STUDY PARTICIPANTS 
Th e defi nition by Smit & Watkins (2012:6325), 
which distinguishes SMEs from large fi rms based 
on the number of employees and annual turnover 
was primarily considered in the selection of the 
target population for this study. In this study 
fi nancial performance was measured in US 
dollars. Across the ten provinces of Zimbabwe, 
and with the target population reduced to those 
SMEs that listed on the Small and Medium 
Enterprises Association of Zimbabwe (SMEAZ) 
website, a population of 1674 fi rms were 
established. SMEAZ is a non-profi t organisation 
that represents the interests of member SMEs 
and assist them with business, access to capital, 
training and development. Th e 1,674 SMEs are 
the members as contained in the association’s 

TABLE 1: DEMOGRAPHICS OF THE SAMPLE FIRMS 

  Frequency Percent
%

Valid
%

Cumulative
%

Business Sector
Manufacturing 83 21.4 21.4 21.4
Retail 102 26.3 26.3 47.7
Mining 42 10.8 10.8 58.5
Tourism 52 13.4 13.4 71.9
Agriculture 47 12.1 12.1 84
Other 62 16.0 16.0 100
Total 388 100 100
No. of Employees in Org.
0- 50 204 52.6 52.6 52.6
51 – 100 66 17 17 69.6
101 – 150 49 12.6 12.6 82.2
151 and more 69 17.01 17.01 100
Total 388 100 100
Business Annual Turnover (in US Dollar)
$0–$5,000 145 37.4 37.4 37.4
$5,001–$10,000 80 20.6 20.6 58
$10,000–$15,000 88 22.7 22.7 80.7
$15,001 and more 75 19.3 19.3 100
Total 388 100 100
Years of Business Operation
Less than 5 years 164 42.3 42.3 42.3
Between 5 and 10 years 118 30.4 30.4 72.7
More than 10 years 106 27.3 27.3 100
Total 388 100 100
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online directory available on their website, and 
these constituted the sampling frame. Th ese 
SMEs were deemed appropriate for the study 
in question because they showed evidence of 
economic activity and could easily be accessed for 
data collection. Th e SMEs in the sampling frame 
represented several sectors within the economy, 
giving a multisectoral overview of the study. Th e 
research participants were selected using the 
simple random sampling technique. Th e process 
involved the random picking of respondents from 
a sampling frame, using the Randomizer soft ware 
aft er each SME was allocated a number from 1 to 
1674 and the soft ware selected numbers randomly. 
Simple random sampling technique was chosen 
because it allows each unit in the sampling frame 
an equal opportunity to be selected. A sample of 
837 participants, was selected, and out of the 837 
questionnaires distributed, 388 were collected 
and considered duly completed for analysis. Table 
1 shows the demographic characteristic of the 
fi rms included for analysis.

Th e results from the analysis of the data collected 
indicate that most of the fi rm in this study 
(102 out of 388) were from the retail sector, 
representing 26.3% of the total number of fi rms. 
Th is was followed by the manufacturing sector 
which had 83 fi rms out of 388 (21.4% of the total 
respondents). Following the economic downturn 
that characterised the turn of the millennium in 
Zimbabwe, the manufacturing sector has dropped 
with industry capacity utilisation also signifi cantly 
dropping. Th is could be the explanation for the 
prevalence of SMEs in the retail sector more 
than the manufacturing sector. A total of 204 
SMEs (around 52.6% of the responding fi rms) 
had less than 50 employees, while 17.01% had 
more than 151 employees, thereby fi tting well 
in the defi nition of SMEs as adopted in this 
study. As economic woes continue in Zimbabwe, 
many fi rms, both large and small have resorted 
to downsizing employees in order to maintain 
costs manageably. Th e majority of the fi rms that 
responded to this study had an annual turnover 
below $5,000.00 (37.4%, 145 fi rms), and a low 
19.3% had an annual turnover above $15,000.00. 
Most of the fi rms had been in business for less 
than 5 years (42.3%;164 fi rms), while a lesser 106 
fi rms had more than 10 years in business.

RESULTS 
Structural equation modelling (SEM), a 
multivariate two-step data analysis technique 
was employed in data analysis and the procedure 
was carried out in line with the recommendation 
of Anderson and Gerbing (1988:411), in the 
initial step, confi rmatory factor analysis (CFA) 
performed on all the construct items in order 
to determine the validity and reliability of the 
items used in the study, followed by structural 
path analysis involving the conceptualisation 
and testing of the structural model to test the 
hypotheses made.

Validity and Reliability of Constructs 
Confi rmatory factor analysis (CFA) was 
conducted using the maximum likelihood 
approach to evaluate the convergent validity and 
reliability of each measurement scale (O’Leary-
Kelly and Vokurka, 1998:387). As shown in Table 
2, the item loadings for each factor are greater 
than 0.70 and signifi cant at the 0.001 level based 
on t-values, which suggests convergent validity of 
the constructs. Convergent validity measures the 
extent of correlation of multiple items of the same 
construct and for it to hold, the Average Variance 
Extracted (AVE) values must be at least 0.7, 
although values of 0.5 are considered acceptable 
(Fornell & Larcker, 1981:40). In addition, item 
factor loadings of 0.5 or more confi rm convergent 
validity and so do composite reliability values of 
0.7 or more (Hair, Anderson & Tatham 1987:260). 
Composite reliability (CR), also informs the 
researcher both on the reliability and internal 
consistency of each construct and values of over 
0.7 indicate reliability.

Discriminant validity was examined by 
comparing the correlation between the construct 
and the square root of AVE. Discriminant validity 
is achieved when the square root of the AVE is 
greater the inter-constructs correlations (Fornell 
and Larcker, 1981:31). Table 3 shows, square 
root of AVE, and correlations of the theoretical 
constructs which proves signifi cant discriminant 
validity.

Measurement Model Goodness-of-fi t Assessment 
CFA was also used to measure the fi tness of the 
measurement model using the comparative 
fi t index (CFI), the root mean square error of 
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TABLE 2: VALIDITY AND RELIABILITY ASSESSMENT

Construct Items Factor 
Loading CR Cronbach 

Alpha
Technology Acquisition Capability (TAC) .822 .801
 TAC1: Th e fi rm prioritises the use of modern technology in its 
day to day operations. .775

 TAC2: We collaborate with customers and suppliers to create 
new technologies .78

 TAC3: We work together with scientifi c research institutions in 
developing new technologies. .781

 TAC4: We have created ties with suppliers of essential 
technologies to ease access to required technological 
developments.

-

Technology Operating Capability (TOC) .833 .675
 TOC1: We manufacture our goods and services using advanced 
technology. .812

 TOC2: Our fi rm has more skilful technical staff  and operational 
workers .729

 TOC3: We have less operation discontinuity .785
 TOC4: We acquire only technology that is relevant to our 
operations and can use -

Technological Proactiveness Capability (TPC) .803 .867
 TPC: We constantly scout the market for technological changes 
and are quick to respond to such changes .78

 TPC2: Our fi rm is known for novelty in technological creations 
and acquisitions .667

 TPC3: We are a fi rst mover in terms of adopting new 
technologies .732

 TPC4: Our fi rm develops, and tests new product designs based 
on ideas generated from within the fi rm. .811

Production Cost Effi  ciency (CE) .862 .853
 CE1: Our ability in managing supply chain inventory is 
excellent. .841

 CE3: Our ability to meet promised delivery date is excellent. .77
 CE3: Our ability to issue advanced notice on shipping delays is 
excellent. .798

 CE4: Our ability to enhance supply chain’s position in integrity 
is excellent. .712

Supply Chain Competence (SCC) .871 .869
 SCC1: Our ability in managing supply chain inventory is 
excellent. .769

 SCC2: Our ability to meet promised delivery date is excellent. .870
 SCC3: Our ability to issue advanced notice on shipping delays is 
excellent. .744

 SCC4: Our ability to enhance supply chain’s position in integrity 
is excellent. .783

CMIN/df 1.21 p < 0.001, CFI = 0.931, RMSEA = 0.055. α = Cronbach’s alpha,
CR = Composite reliability, AVE = Average variance extracted.
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approximation (RMSEA) and the chi-square-
degrees of freedom ratio (X2/df) (Steiger, 
1990:175). Satisfactory model goodness of fi t was 
obtained because the cut-off  values of 0.90 or 
more for the CFI index, RMSEA values less than 
0.08 and X2/df value lower than 3.0 (reasonable 
relative effi  ciency) and less than 2.0 (good fi t) 
are required (Hu & Bentler, 1998:424; Segars & 
Grover, 1998:140). Th e results contained below 
Table 2 indicate a good fi t of the hypothesised 
measurement model.

Structural (Path) Analysis and Hypothesis 
Testing 
Th e second stage of SEM involves testing the 
hypotheses proposed in the conceptual model 
in Figure. 1. Th e results of the hypothesis test are 
reported in Table 4 below.

Th e hypothesised causal relationships among 
the diff erent constructs were validated using 
structural equation model (SEM) using Amos 
26.0 soft ware.

DISCUSSIONS AND CONCLUSIONS 
Th e results of the structural path analysis are 
presented in Table 4 and the standardised 
structural path coeffi  cient for H1–H4 hypotheses 
show that all the four hypotheses were supported 
at p < 0.001. As stated in the conceptual model 
TAC has a positive and signifi cant relationship 
with CE (β=0.62, t=10.181, p<0.001), as stated 
in Hypothesis 1. Hypothesis (H2) which 
suggested that TOC has a positive and signifi cant 
relationship with CE was also supported at 
0.001 level of signifi cance (β=0.331, t=3.352). 
Hypothesis 3 was stated as proposing that TPC 
has a positive and signifi cant infl uence on CE, 
and this was also empirically supported (β=0.513, 
t=4.78). Lastly, H4 stated that there is a positive 
and signifi cant relationship between CE and SCC, 
and this was supported as the path coeffi  cient was 
0.65 and t=6.189. From the results presented, 
all the four hypotheses were empirically and 
signifi cantly supported. Th is study posits that 
supply chain competence is determined by a fi rm’s 
costs effi  ciency, which in turn is infl uenced by 

TABLE 3: DISCRIMINANT VALIDITY ASSESSMENT 

AVE TAC TOC TPC CE SCC
Technology Acquiring Capability (TAC) 0.502 .709
Technology Operating Capability (TOC) 0.536 .662 .732
Technological Proactiveness Capability (TPC) 0.562 .554 .633 .750
Production Cost Effi  ciency (CE) 0.610 .608 .711 .669 .781
Supply Chain Competence (SCC) 0.629 .621 .699 .581 .642 .793

Note: Square root of AVE is shown on the major diagonal (bold)

TABLE 4. RESULT OF THE HYPOTHESES TESTING

Hypothesis Path Standard Path 
coeffi  cient t-value Hypothesis 

Decision

H1

Technology Acquiring 
Capability → Production Cost 
Effi  ciency 

0.62 10.181 Accept

H2

Technology Operating 
Capability → Production Cost 
Effi  ciency 

0.331 3.352 Accept

H3

Technological Proactiveness 
Capability → Production Cost 
Effi  ciency

0.513 4.78 Accept

H4
Production Cost Effi  ciency → 
Supply Chain Competence 0.645 6.189 Accept

Notes: signifi cance levels ***p<0.001
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the technological capabilities the fi rm possesses. 
As such, technologically oriented fi rms, that 
can anticipate and act on new technological 
opportunities are able to achieve competitiveness 
through SCC, better than passive ones. Th e 
conceptual model has confi rmed that the three 
subdimensions of technological capabilities 
are predictors of supply chain competence, as 
mediated by production cost effi  ciency. By testing 
the conceptual model in the Zimbabwean context, 
this study contributes to existing literature, a 
developing country perspective to supply chain 
management. Th e fi ndings of this study provide 
empirical evidence that fi rms in developing 
countries can also attain superior supply chain 
competence through technological capabilities.

MANAGERIAL IMPLICATIONS 
Th is research contributes to understanding how 
technology capabilities assist in addressing the 
supply chain challenges of SMEs. Furthermore, 
the fi ndings from this study are consistent with 
the fundamental principles of the DCT, which 
theorises that fi rms can attain a competitive edge 
by applying the capabilities that are at their disposal 
(Barney, 1991; Wernerfelt, 1984). Th e fi ndings of 
this study have signifi cant implications for the 
strategic management of SMEs in Zimbabwe 
and other similar contexts. Technological 
capabilities have been conceptualised as key 
constructs determining the ability of a fi rm to 
manage its supply chains. Generally, in a business 
environment where competition is intensifying, 
supply chain effi  ciency becomes central, and 
fi rms need to SCC at the centre of their business 
models. It is imperative that managers must 
appreciate that supply chain competence is a result 
of technical backing in the form of technological 
competences, from which production cost 
effi  ciency is developed. Th is requires a dramatic 
mindset shift  among owners and managers to 
adopt a more technology-focused and socio-
technical approach in the fi rm’s strategic planning. 
Customers, regulatory authorities and other 
strategic partners and other interested parties 
are beginning to demand superior performance 
from fi rms, and this puts pressure on fi rms 
to manage supply chains (Bastas & Liyanage, 
2018:727). Th is study is an indication to SMEs 
owners and managers that, the potential benefi ts 
of cooperation, coordination, and supply or 

buyer base rationalization may never be realized 
because the necessary technological capabilities 
are solidifi ed. Production cost effi  ciency is also a 
necessary component for improved coordination 
of production fl ow and supply chain competence. 
Both the theoretical and practical implications 
in this study provide important enlightenment 
for supply chain researchers and practitioners 
on the signifi cant importance of technological 
capabilities and production cost effi  ciency, 
principally to developing country contexts like 
Zimbabwe. SMEs play a signifi cant role in the 
economic growth and development of Zimbabwe, 
as the principal contributors to the gross domestic 
product and employment in the country. Hence, 
this study aids in improving the operations of 
these SMEs for the ultimate benefi t of the national 
economies.

LIMITATIONS AND FUTURE RESEARCH 
Th e limitations of this study should be considered 
along with the results. Th is study addresses 
a limited set of technological capabilities 
measures. However, there are other dimensions 
of technological capabilities beyond the three 
addressed in this study which may be important 
for SMEs in emerging economies. Technological 
collaborative capability, for instance, is an 
important dynamic capability that could equally 
stir up supply chain competence in the wake of 
unfavourable market conditions. Future studies 
might examine a broader set of technological 
capabilities in order to present more robust results 
and more recommendations. Furthermore, future 
research designs might aim to specifi cally target 
employees that are directly engaged in supply 
chain management and technology acquisition in 
order to enable more technically reliable results. 
Some owners and operations manager might not 
be directly involved in technology and supply 
chain-related activities and since the study had 
a single reference level, the responses obtained 
may be based on a shallow understanding of the 
concepts under study.
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ABSTRACT 
Economic pressures force organisations to 
continuously look for new opportunities to 
improve. Th is paper describes a case study 
where a specifi c chemical packaging facility has 
experienced many product losses due to quality 
deviations. Th e objective of the study was to 
identify if cause of the ineffi  ciencies was indeed 
due to quality problems. Although the theory of 
constraints (TOC), lean manufacturing and six 
sigma are known improvement methodologies, 
an integrated combination of these there (iTLS) 
methodology was only confi gured in the early 
21st century and few organisations make use 
of all three of these in an integrated format. 
Th is study used iTLS methodology to identify 
improvement opportunities. Secondary technical 
data was collected and used to identify whether 
the real cause of ineffi  ciency was quality, as 
originally perceived. Using iTLS, production 
data was analysed to determine the real cause of 
ineffi  ciencies. Th e results showed that the facility’s 
single most limiting factor was the large amount 
of waste generated. Th e major contribution of the 
study is that it shows that iTLS could be a valid 
method to pinpoint and prioritise optimisation 
eff orts.

Keyword: Th eory of constraints, Lean manu-
facturing, Six Sigma, iTLS, Packaging facility, 
Wastes, Th roughput, Quality

INTRODUCTION 
Th ree powerful optimisation methodologies 

have changed the face of production in the late 
20th century: Th eory of constraints (TOC), lean 
production and six sigma quality (Pacheco et 
al., 2015:172). In diffi  cult economic times, these 
methodologies have become powerful tools to 
ensure that organisations remain competitive 
(Heizer & Render, 2014:51). Combining these 
methodologies (TOC, lean manufacturing and 
six sigma quality) has created an integrated 
system that contains the best aspects of each 
methodology (Pirasteh, 2010; Sproull, 2009:112; 
Varshapetian & Semenova, 2015:16).

Background 
Th e study was carried out in a solidifi cation and 
packaging facility of a chemical company (name 
withheld on request of the company) that supplies 
solid products to customers across the globe.

Th e feedstock is received from a tank farm in 
liquid form and stored at high temperatures to 
ensure that the product stays molten. Th ere are 
10 solidifi cation processes that solidify diff erent 
types of chemicals into diff erent types of physical 
forms (pellets, powder or slabs). Typically, liquid 
product is pumped through a fi lter to remove 
impurities and is then cooled and fed into a 
solidifi cation unit. At each solidifi cation unit, the 
product undergoes a phase change (transition 
from liquid to solid) before it is cooled down 
further to congeal. Th is product is then transferred 
from the solidifi cation units to an intermediate 
storage hopper before it is packaged. Products 
can either packed in 20 kg bags or 500 kg fl exible 
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industrial bulk containers (FIBC).

Th e focus of the study was on eight specifi c 
solidifi cation process units that were experiencing 
throughput and quality problems. It included 
the bagging station, conveyor, robot, and 
wrapping system. Th e packaging system layout is 
summarised in Figure 1.

Th e sequence at the packaging system, as shown 
in Figure 1, is as follows:

1. From the intermediate hopper, the product 
is gravity-fed into a bagging station (also 
referred to as a packaging line or pack line). 

2. At the printer section:
 a. An empty small bag is fed into a label 

printer.
 b. A label printer prints a bar code and 

timestamp on a label and then attaches the 
label onto the empty bag.

 c. Th e bag is transferred to the bagging 
spout.

3. At the bagging station:
 a. Product is fed by gravity from the 

intermediate storage hopper into a bagging 
hopper.

 b. Product is then fl uidised in the bagging 
hopper. 

 c. Th e spout in the mouth of an empty bag is 
opened and product fl ows through this spout 

and into the bag.
 d. Th e bag weight is constantly checked (by 

the machine) and fi lling stops once the weight 
meets the specifi cation.

4. When fi lling is completed, the bag is moved 
away from the spout and ultrasonically sealed.

5. Aft er the bag is sealed, the bagging machine 
waits for the conveyor belt directly below to 
be free of product and drops the bag onto 
the belt. Th e conveyor system transfers all 
20kg bags from the bagging stations to the 
diff erent palletising robots, passing various 
lift s, inclines, turntables, scales and scanners 
on its way. 

6. Each bag’s weight and label are manually 
checked just before it is packed on the pallet by 
the robot. In the event of a defect, e.g. under-
weight or if it cannot read the label, the robot 
will reject the bag and move it to a separate 
rejection shoot. Th e soft ware of the process 
would then log the reason for the rejection.

7. If the product passes the fi nal check-weight 
and scan test, it is packed on one of four 
pallets. Each robot can palletise four pallets at 
any instant.

8. Th e full pallet is then transferred to a 
shrink wrapper that wraps the pallet with 
a transparent covering to protect the pallet 
from weather conditions.

Each of the two robots can simultaneously 
palletise product from a maximum of four 

FIGURE 1 EXAMPLE OF THE PACKAGING LINE PROCESS
SOURCE: GREIF-VERLOX (2018)
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bagging stations. Th erefore, only eight bagging 
stations are served by this system. Th e system 
was designed so that bags from any of the eight 
bagging stations could be sent to any of the two 
palletising robots to ensure level loading between 
the two robots. Each packaging line is designed to 
also be able to fi ll an FIBC (Jumbo bag) weighing 
500kg.

Th e company’s quality assurance check is done 
on each pallet leaving the conveyor system to 
ensure that the product meets the customers’ 
requirements and that it complies with internal 
standards. All pallets and bags rejected by the 
robots are taken to a melting pot, where each 
bag is cut open and the product gets re-melted. 
Th e re-melted product is transferred back to the 
feeding plant to be reworked.

Problem investigated 
Internal measurements have indicated that the 
amount of reworked product exceeds industry 
standards, indicating a problem with product 
quality. Although the company ascribes to the 
principles of total quality management, the 
selected packaging facility does not make use 
of any formal continuous improvement system 
such as TOC, lean manufacturing or six sigma 
methodologies. Plant problems and waste 
incidents are usually investigated in isolation, but 
the impact of six sigma, lean and TOC techniques 
are rarely used together to simultaneously optimise 
quality, throughput and bottlenecks. Despite 
using elements of all three these methodologies 
in isolation, the packaging facility could not 
improve its output. Th is study investigated 
whether the real cause of ineffi  ciencies could be 
isolated by utilising selected tools and techniques 
of TOC, lean production and six sigma.

Conceptual and theoretical foundation 
(Literature review) 
Th e theory of constraints was fi rst described in 
“Th e Goal” by Eliyahu Goldratt (1984) and six 
sigma, as developed by Bill Smith for Motorola in 
1980 was fi rst described in “Th e six sigma way” 
by Peter S. Pande, Robert P. Neuman and Roland 
Cavanagh (2000). Lean production was coined by 
John Krafcik in a 1988 article, “Triumph of the 
lean production system”, which was based on the 
Toyota Production System, developed between 

1948 to 1975 by Taiichi Ohno and published in the 
1981 article, “Th e machine that changed the world” 
by James P. Womack, Daniel Jones, and  Daniel 
Roos. In essence, each methodology describes a 
diff erent element of continuous improvement: Six 
sigma deals with quality and variabiliy, lean deals 
with throughput-focused production and TOC 
deals with bottlenecks and fl ow (Pacheco et al., 
2018:737; Rajini et al., 2018:437). Each of these 
three methodologies requires a major culture 
change when implemented in an organisation 
(Laureani & Antony, 2018). Th e acronym iTLS is a 
distinctive integration of the three methodologies 
(Pirasteh, 2010; Sproull, 2009:116).

Integrated Th eory of Constraint, Lean and Six 
Sigma (iTLS). 
Th e idea of combining the three methodologies 
into a single integrated system was fi rst developed 
Pirasteh and Fox (Nelson & Sproull, 2015; 
Pirasteh, 2010). Pirasteh found that iTLS projects 
produced more than four times the benefi ts of 
either lean, TOC or six sigma projects done in 
isolation. (Demchuk & Baitsar, 2014). Th e iTLS 
methodology was only patented in 2010 (Pirasteh, 
2010; Sproull, 2009). Th e biggest benefi t of iTLS is 
that it recognises inconsistency and attempts to 
control processes statistically, by recognising the 
actual problem, establishing importance, clearly 
defi ning the real requirement, and applying useful 
solutions (Demchuk & Baitsar, 2014; Pirasteh, 
2010; Sproull, 2009).

Th e iTLS system follows a systematic sequence of 
steps (Pirasteh, 2010):

• TOC is applied to achieve maximum 
throughput by creating universal alignment, 
and focusing on specifi c leverage points. 

• Lean is applied at that specifi c leverage point, 
in order to reduce the lost opportunity that 
the waste represents. 

• Six Sigma is applied to the leverage points to 
reduce variation in the process and ensure 
consistent results. 

Each of the methodologies discussed can be 
presented as causally interdependent, and the 
tools and metrics that accompany each of the 
methodologies is used to optimise a diff erent set 
of variables in the system that is being improved 
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(De Mast & Lokkerbol, 2012). Th e six sigma tools 
and metrics are used to understand the nature of 
sources of variability, how these aff ect the desired 
outcomes and the settings needed to reduce the 
variability to an acceptable level for the customer 
(Ansar et al., 2018). Th e TOC tools are used to 
examine cause-and-eff ect relationships to identify 
root causes of ineffi  ciencies (Pirasteh, 2010). Th e 
lean tools are used to understand, verify, modify 
and document the operational processes, in 
order to create a system that is demand-driven 
(Hernandez, 2017).

Considering the above-mentioned tools and 
techniques, the below table provides a summary 
of each respective methodological ideology versus 
the integrated methodology and its continuous 
improvement strategic objectives.

Th e focussing steps 
Pirasteh (2010), propose a seven-step iTLS 
continuous improvement process, each step taken 
from one of the three component methodologies:

• Mobilise and focus 
• Exploit the constraint 
• Eliminate sources of waste 

• Control process variability 
• Control supporting activities 
• Remove the constraint and stabilise 
• Re-evaluate the system 

Research methodology 
Monthly performance, quality and production 
values were analysed from two fi scal years, i.e. 
July 2016 to June 2018. Production data was 
collected from the company’s process control 
system, from production planning reports, from 
the mass balance, from product rejection logs and 
from the industrial engineering department, as 
well as from customer complaints.

Th e aim was to analyse the secondary data through 
the iTLS methodology, in order to: identify and 
quantify bottlenecks (Stock), wastages (lean) and 
variation issues (six sigma) and to then assess 
the root cause of these following the sequence 
of steps described in fi gure 2. Th erefore, the data 
collection consisted of the following:

• Th e Overall Equipment Eff ectiveness (OEE) 
report, which measures the performance of 
the eight automated packaging stations with 
regards to rejections per station, idle time, 
availability and break-downs. Th is metric 

TABLE 1 METHODOLOGICAL IDEOLOGY AND OBJECTIVES

Th eory of constraints Lean manufacturing Six sigma (6σ) iTLS
• System constraint 

focus
• Process-focused
• Identify system 

constraints
• Exploit constraints
• Fast throughput
• Emphasis on speed 

and volume
• Process 

interdependence
• Minimal worker 

input
• Improved quality

• Flow focussed
• Customer-focussed
• Identify value stream
• Decrease cycle time
• Eliminate waste
• High-value steps
• Reduce process fl ow
• Process effi  ciency at 

leverage points
• Less inventory

• Problem focussed
• Customer-focused
• Reduce process 

variation
• Uniform process 

output
• Increase eff ectiveness
• Eliminate defects
• Less waste
• Less inventory

Fast throughput

• Holistic process 
focussed

• Customer-focused
• Bottom-line focus
• Reduced variation
• Consistent output
• Predictable output
• Reduced waste
• Streamlined fl ow
• Reduced constraints
• Improved 

throughput
• Improved tuning
• Less inventory

Source: compiled from (Goldratt & Cox, 2016; Nave, 2002; Pirasteh, 2010; Sproull, 2012)
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measures the yield of the packaging machines. 
OEE was taken as the basis for the analysis 
since it includes measures of throughput 
(TOC), yield (lean) and quality (six sigma) 

• Th e scheduled production plan from the sales 
department, indicating amounts per product 
category from orders. 

• Th e actual daily production report, that is 
compiled by the production foreman and 
measures real production versus scheduled 
production.

• Th e mass balance and rejection dashboard 
data, comparing raw material supply to the 
facility with actual production, the diff erence 
equalling rejected product.

• Th e quality rejection logbook, which logs the 
exact reasons for rejections and overall quality 
defects of the facility. Th is data is captured 
from the daily reports of the operators on a 
worksheet.

Th e OEE was used as the main source document 
for analysing ineffi  ciency and the other reports 
were used to obtain a deeper understanding of 

the sources of the yield. OEE measures three 
critical factors namely availability, performance 
and quality to provide an accurate picture of the 
eff ectiveness of the manufacturing process. OEE 
is calculated by the formula (Vinodh & Ruben, 
2015):

Availability is calculated by calculating the ratio of 
run time to estimated/planned production time.

Performance is calculated by the formula

Quality is calculated by dividing product that 
meets quality standards by total product passing 
through the plant.

Other statistical controls, tools and techniques 

FIGURE 2 ITLS SEVEN-STEP IMPROVEMENT CYCLE
SOURCE: ADAPTED FROM THE ULTIMATE IMPROVEMENT CYCLE BY BOB SPROULL (2009:17). 
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used included the following:

• Standard deviation: Since the premise of six 
sigma methodology is to control variation 
(statistically measured by standard deviation), 
the standard deviation was as a measure of 
variability on the plant. 

• Control limits were set to establish whether 
variation was exceeding the limits set by the 
six sigma methodology. Th ese limits were set 
as three standard deviations either side of the 
mean (Mitra, 2016) 

• Defects per unit and per million opportunities 
(DPU and DPMO) is an important derivative 
of the calculation of the standard deviation. 
DPMO is calculated by the formula: 

• Other statistical measures of dispersion, 
such as range, median, quartiles and quartile 
deviation. 

• Mass balance (or material balance): Mass 
balance accounts for mass fl ows of materials 
entering and leaving the system. 

• Pareto charts were used to prioritise cause and 
eff ect. 

RESULTS AND FINDINGS 

Overall equipment eff ectiveness 
Th e manufacturing facility makes use of soft ware 
and data collected directly from the bagging 
machines and robots and automatically calculates 
the OEE using dedicated. Th is data is available 
per packaging line and per time period. To make 
a realistic comparison of actual throughput 
to planned throughput, the standard measure 
of OEE (being calculated on a 24 hour per day 
basis) was adapted to only include the days on 
which production was planned. Th is was seen as a 
more realistic measure of actual availability since 
OEE is meant to compare actual performance 
to planned performance, and including periods 
where no actual performance is expected gave a 
more accurate measurement of the eff ectiveness 
of the plant. Th is drastically improved the OEE 
value of the facility to a mean of x = 82% as 
Figure 3 indicates, which compares well with 
industry avarages. Diff erent packaging machines 
performed diff erently in term of OEE, but overall, 
the OEE score of 82% is just below the best-in-
class benchmark of 83%.

Availability 
Availability of the equipment achieved an overall 
mean of x = 94% (Figure 4). In relation to the 
90% industry benchmark, the facility performed 
4% higher and none of the automated packaging 
machines went below this value. Th is result shows 

FIGURE 3 RECALCULATED OEE COMPARED TO THE INDUSTRY BENCHMARK
SOURCE: FROM PRODUCTION DATA 
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that there is no waste with regard to downtime of 
equipment.

Performance 
Th e performance achieved an overall mean of 
x = 101% as Figure 5 indicates. Th e performance 
is evaluated as exceptional and is 6% above the 
industry benchmark. A score that is higher than 
100% is possible if the equipment produces more 
than it is capable of doing during the available 
periods. Th is suggests that waste due to speed of 
manufacturing is not a concern.

Quality 
With an overall quality mean of x = 86%, this was 
the OEE multiplier that scored the lowest. It was 
evaluated to be 13% below the industry benchmark 
of 98% (Figure 6). Th is indicates that there is some 
waste in terms of quality performance. Th e result 
is that throughput is reduced, as quality loss will 
restrict the production yield.

OEE fi ndings 
It was found that the OEE soft ware used by the 
facility has two variables that are measured 
incorrectly, namely: performance and quality. It 
was discovered that the OEE calculation of the 
facility takes unplanned periods into account. 
Th is contributed to a skewed result with regard 
to the eff ectiveness of the equipment, signifying 
low performance and availability. Once the OEE 
was calculated by only considering planned 
production rates, it revealed above-industry-
benchmark performance and availability scores. 
Th is revealed that the biggest waste was a result 
of quality losses. Th e quality losses measured in 
the OEE analysis only refers to bagging machine 
rejections. Quality losses result in a restricted 
fl ow of the process as scrapped product need to 
be re-worked.

FIGURE 4 AVAILABILITY IN RELATION TO THE INDUSTRY BENCHMARK
SOURCE: FROM PRODUCTION DATA

FIGURE 5 PERFORMANCE COMPARED TO THE INDUSTRY BENCHMARK
SOURCE: FROM PRODUCTION DATA 
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Equation 5 Th roughput

In conclusion, it can be said that originally 
throughput was regarded as the main source of 
waste. Challenging the calculation basis of OEE 
and using OEE as an integrated iTLS measure 
showed that the real issue to be optimized was not 
throughput, but indeed quality. Th is led us to the 
next logical step to evaluate.

Evaluation of quality 
Th e evaluation of quality was done on the 
packaging facility by reviewing the overall 
rejections. From this evaluation, a Pareto chart 
was constructed to identify the biggest quality 
concerns. Th e number of defects per million 
operations were then calculated and the sigma 
level was determined.

Pareto chart 
To classify the application of the most value 
adding phase of the continuous improvement 
process, a Pareto chart was drawn using the 
results of the quality rejection logbook (Figure 7). 
It visually distinguishes the trivial many from the 
vital few, highlighting that the biggest contributor 
to rejections at the facility were bag leaks. Bag 
leaks occur when a single bag leaks product in an 
already wrapped pallet, as the company’s internal 
standards require that the pallet be rejected due 
to poor quality – and the entire pallet of thirty-
fi ve bags needs to be scrapped. Th is causes a large 
amount of good quality packaged product to be 
wasted (62.91% of all product that is scrapped). 

Th e Pareto analysis off ers an objective basis for 
selecting the key concern. From this analysis, the 
greatest improvement could be if bag leaks could 
be eliminated. Closer analysis showed that 62.9% 
of rejected product (or more than 11 700 tons of 
product) was rejected during the two-year study 
period.

Rejections by the robot and bagging machine 
combined only amounted to 8% of the defective 
products. All product is sieved before being 
packaged to prevent over-sized product from 
entering the bag. Over-sized product amounts 
to 19% of all scrap generated. Th e high number 
of over-size product could be a result of the 
way the raw material solidifi es to form the fi nal 
solid product. At the event of a product change, 
the solidifi cation process is fl ushed to clean old 
product from the system. Flushing amounted to 
7% of the total scrap generated in the facility.

DPMO 
To determine the variation of the facilities, the 
number of deviations per million opportunities 
were calculated. Th e results showed that the 
packaging facility is operating at a 2.87 Sigma 
level, which totals 84 761 defective bags per 
million operations.

Most companies operate between 3 and 4 sigma 
level. According to Conger (2015) sigma levels 
of less than three is not desirable. (Conger, 2015) 
further stated that companies with less than 
three sigma levels would not be able to survive 
in a competitive marketplace. A 2.87 sigma level 
indicates that the packaging facility is getting it 

FIGURE 6 QUALITY COMPARED TO THE INDUSTRY BENCHMARK
SOURCE: FROM PRODUCTION DATA 
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right 80.56% of the time. Six sigma represents 
the level of perfection towards which a company 
should aim. If a company achieves six sigma, it 
will have a 99.99966% throughput and 3.4 defects 
per million opportunities.

Finding on quality 
Analysis of the overall quality rejection showed 
that the defects generated were mostly as a result 
of complete packaged product being rejected. A 
Pareto analysis showed that bag leaks amounted 
to the largest number of scraps, secondly due to 
over-sized products being manufactured, and 
lastly due to fl ushing. Th ese three were identifi ed 
as the best areas to focus on, in order to achieve 
the greatest success in improving variations in the 
process.

Evaluation of throughput 
Holistic evaluation of the system 
To mobilise and focus resources on the correct 
area, TOC principles were used to investigate 
the problem from a holistic viewpoint. Th e 
organisation’s mass balance average throughput 
was evaluated. Th e mean output of the packaging 
facility was measured as the number of packaged 
pallets sent to customers over the study period. 
Th e study was evaluated over a 24-month period 
and the results refl ect a mean value of each of the 
constructs. Th e results showed that the packaging 
facility’s average throughput is x = 87.9%. Th is 

is a percentage refl ection of how much product 
was delivered to customers, on average, over the 
study period. Th e waste generation of the facility 
was evaluated to be x = 12.1%. Th is amount only 
measures the product loss and does not account 
for the man-hours, inventory, packaging and 
utility cost of steam, nitrogen and electricity and 
the cost of re-melting, transferring and solidifying 
the product again. Th e facility re-melted all bags 
rejected from the pack line and the pallets rejected 
by the quality control department. Th e material is 
sent back to the upstream feeding plant in liquid 
form, for it to be processed and returned. Th e 
returned product is then solidifi ed and packaged.

Th e evaluation shows that waste is a factor that 
is hindering the facility from achieving its goal. 
According to L’Agiliste (2018) a bottleneck is 
a resource with a capacity less than or equal 
to demand. Th e throughput of this facility is 
constrained by waste, which is reducing the 
organisation’s yield and ultimately limiting the 
company from achieving its goal.

RECOMMENDATIONS 
Based on the above results and fi ndings the 
following recommendation was developed:

Recommendation 1 – Improve the eff ectiveness 
of OEE 
Th e packaging facility performance measurement 
tools namely:

FIGURE 7: PARETO CHART OF DEFECT CATEGORIES
SOURCE: FROM PRODUCTION DATA
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• OEE needs to be correctly measured to 
accurately track improvement initiatives. 
Th e performance and quality variables of the 
soft ware are measuring incorrect values. Th is 
tool is already installed and if it records the 
metrics accurately, the facility would be able 
to identify losses, benchmark progress and 
improve the productivity of the manufacturing 
equipment. 

• Th e quality rejection logbook involves a 
manual process that still makes use of data 
capturers to document all the scrap. It is 
recommended that the facility install a bar-
coded scanner that links to the rejection 
logbook and OEE soft ware. Th is can accurately 
capture the data in terms of where and why 
the defect occurred. 

Recommendation 2 – Address core problem 
Th e company should re-pack pallets that have 
been rejected due to bag leaks. Th e facility discards 
a full pallet of product in the event of one bag 
leaking; therefore, re-packing the pallet would 
not only limit the amount of scrap generated 
drastically, but would also reduce operating cost 
contributing to re-work. However, this can be 
done manually by operators or capital could be 
invested in a separate palletising area.

Recommendation 3 – Power of involvement 
If staff  are trained to identify and resolve issues, 
they would become more aware of non-value 
adding processes. Continuous improvement 

project leaders need to be well educated in the iTLS 
methodology and must be able to transfer their 
knowledge during each project. By developing the 
people and continuously improving its processes 
the facility can drive a culture of Kaizen.

Recommendation 4 – Sustain by implementing 
iTLS 
Based on the methodology and steps researched in 
section 4.4, it is recommended that the company 
implement a systematic process called iTLS, as 
it provides the plant with techniques and tools 
to increase system throughput, lower cost, and 
improve responsiveness and quality. Th e fi ndings 
of the study pointed out that the facility could 
benefi t greatly from a process such as iTLS, since 
all three focus areas were identifi ed as a concern.

Comparing the analysis with the seven steps 
proposed in Figure 2, the following continuous 
improvement steps are suggested as a solution to 
address the identifi ed ineffi  ciencies of the plant.

Step 1: Mobilise and focus 
Th e study fi ndings exposed the core problem 
at the facility. Th e results could be used or the 
company’s continuous improvement team could 
re-evaluate the fi ndings with more current 
data. Th e input requirements established for 
the organisation were formulated based on the 
literature study undertaken, which was regarded 
as the seen “tool box” to achieve the output of 
the step. Th e proposed input tools and output 

FIGURE 9: STEP 1 MOBILISE AND FOCUS
SOURCE: COMPILED BY RESEARCHER 
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requirement are shown in Figure 9.

Step 2: Exploit the constraint 
At this point a number of improvements can 
increase the current performance throughput 
of the constraint. Th e data analysis done in the 
previous step is used to determine the most 
appropriate action. With the selected project team 
in place and the constraint having been identifi ed, 
all eff orts should be directed towards dealing with 
it. Th e type of constraint will determine the tools 
and techniques applied. Th e proposed input, tools 
and techniques, as well as the expected outputs 
are shown in Figure 10.

Step 3: Eliminate sources of waste 
At this stage, the established measurements need 
to be assessed. It was found in this study that 
the OEE measurement was done incorrectly, 
therefore, it is recommended that it be revised. 
Th is need to be accurate for this step of the 
process as the benefi ts of the improvement needs 
to be traced to ensure that wastes regression 
doesn’t occur. Proven Lean tools, such as the 
failure mode and eff ect analysis, could be used to 
help address the gaps between what the customer 
expects (VOC) and what the facility can deliver. 
A number of waste items were identifi ed in this 
study and applying this step could lead to a 
further increase in throughput and a reduction 

in operating expenses and high inventory costs. 
Th e process should focus on being demand 
driven and this step should help establish the 
“pull”. Conduct market research on the VOC. Th e 
current market research is reactive and is only 
focused on complaints. Th e slow inventory is an 
indication that the demand for the product is not 
high, and by capturing customers’ expectations, 
preferences and aversions, better align with the 
company’s continuous improvement initiatives 
can be achieved.

Step 4: Control process variability 
With most improvement initiatives, there is 
a tendency for the initiative to dissipate over 
time; therefore, it is important to include a step 
to control the variability. By applying Six Sigma 
tools and techniques at this stage, the process is as 
error-free as it can be made, as per requirements. 
Th e upper and lower limits of the process need 
to be pinned and the process variability should 
be squeezed around the process mean. Th is step 
would help drive the narrow process spread 
required to control the number of defects to 
an acceptable standard. Figure 12 show the 
recommended requirements and tools for this 
step.

Step 5: Control supporting activities 
Once the process variability settings are 

FIGURE 10: STEP 2 EXPLOIT THE CONSTRAINT
SOURCE: COMPILED BY RESEARCHER
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established, it needs to be controlled. Th is step 
recommends that the SOP be revised and other 
control metrics be implemented.

Step 6: Remove the constraint and stabilise 
In this step, the identifi ed process constraint no 
longer poses a threat to the process throughout. 
Fail-safe parameters need to be established to 
ensure control over the variability. All workers 
need to receive training on problem-solving. 
Incorporated dashboards for monitoring reasons 

is establish. Th e evaluation of the continuous 
improvement eff orts fi ts into this step, i.e. 
determine how much did the hard work paid-off .

Step 7: Re-evaluate the system 
During this step, the project team needs to re-
evaluate the initiatives and system performance 
against the global benchmark. A post-mortem 
is to be done and stakeholder buy-in is required. 
Th e lessons learned from the research project 
need to be documented and shared within the 

FIGURE 11: STEP 3 ELIMINATE SOURCES OF WASTE
SOURCE: COMPILED BY RESEARCHER

FIGURE 12: STEP 4 CONTROL PROCESS VARIABILITY
SOURCE: COMPILED BY RESEARCHER
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organisation. A recognition and reward system 
could be established to give workers incentive to 
continually drive the process.

CONCLUSION AND MANAGERIAL 
IMPLICATIONS 
Th e paper describes an attempt to determine 
the real source of wastage in the packaging 
facility. Traditionally it was supposed that the 
eff ectiveness of the plant was at the root of the 
problem, but careful analysis using iTLS methods 
showed that the main source of waste was quality-
related, and specifi cally the re-melting of product 
that is already packaged but where one bag on a 
pallet is broken. Using the seven steps proposed 

for implementing iTLS methodologies, specifi c 
actions were proposed to address the quality 
problem.

Th e main contribution of the study described in 
this paper is that it showcases how a combination 
of TOC, lean and six sigma tools could accurately 
pinpoint the real source of problems that prevent 
better performance in a plant. Th e application of 
iTLS as a systematic continuous improvement 
process could deliver the benefi ts of improved 
throughput, lower waste, and more consistent 
quality.

Th e main limitation of the study is the localised 

FIGURE 13: STEP 5 CONTROL SUPPORTING ACTIVITIES
SOURCE: COMPILED BY RESEARCHER 

FIGURE 14: REMOVE THE CONSTRAINT AND STABILISE
SOURCE: COMPILED BY RESEARCHER
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nature of the research project. Using iTLS in 
diff erent environment could yield diff erent 
results. Th erefore, in the specifi c facility, future 
research is necessary to establish whether 
correcting the issues that were highlighted by the 
use of iTLS does have the desired eff ect on output. 
It is also suggested to formalise the use of iTLS 
tools and to investigate how iTLS measurement 
could be automated in the organisation. Th e 
biggest challenge is that six sigma, lean and TOC 
all require a culture change in an organisation 
if they are to succeed. Th is is even more true 
for implementation of iTLS. Major change 
management is due.

Managerial implications are huge: iTLS is a 
powerful optimisation philosophy, not yet 
universally accepted in the South African 
chemical industry. Th is study proves its value, and 
begs to be repeated in other companies and other 
industries. Th e study method also has shown that 
revisiting the basic assumptions leads to major 
breakthroughs in performance
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ABSTRACT 
Th e purpose of this paper is to investigate the 
impact of transport crimes on businesses and 
supply chains in the South African context. 
Specifi c transport risks are identifi ed and the 
extent of the impact associated with the crime 
determined. Th e types of impacts on supply 
chains are identifi ed and fi nally the eff ectiveness 
of the risk mitigation strategies is analysed.

A limited quantitative approach was used to 
explore a phenomenon that few have previously 
considered in the South African supply chain 
environment before. Interviews were conducted 
with transport personnel within a range of 
organisations. Responses were analysed using 
SPSS version 25.

Th is research found that most organisations were 
aff ected, to some extent, by a variety of transport 

crimes that impacted their ability to run eff ective 
supply chains, and consequently impacted their 
long-term sustainability. Risk mitigation strategies 
appeared to be untargeted and therefore unlikely 
to really mitigate the most signifi cant risks.

While various studies explore supply chain risk, 
few consider the specifi c risk of transport crimes 
and their impact on supply chains within the 
South African environment. Although the scope 
of the research was limited, the research provides 
a sound base for future research into this area.

KEYWORDS: Transport Crime, Supply Chain 
Effi  ciency, Risk Management, South Africa 

INTRODUCTION 
In recent years, crime has risen to the extent that 
South Africa is now regarded as having one of the 
highest crime rates in the world (Numbeo, 2019; 
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Foster, 2018; Zhou, 2018) and it is asserted that 
the top four most dangerous cities in Africa are 
in South Africa (Laurent, 2018). Crimes aff ect 
all aspects of society, as well as the economy. In 
South Africa, aside from a high level of contact 
crimes, which may aff ect businesses, several 
categories of other crimes may aff ect the ability 
of organisations to conduct business eff ectively. 
Property-related crimes such as burglaries at 
non-residential properties (71 131 incidences per 
annum in 2018), theft  of motor vehicles (50 652) 
and theft  from motor vehicles (129  088); other 
serious crimes such as commercial crime (73 261); 
and some of the subcategories of aggravated 
crime such as carjacking (16 319), truck hijacking 
(1 202) and robbery at non-residential properties 
(19  981) (Crime Stats SA, 2019a) all potentially 
have far-reaching consequences on the ability of 
an organisation to conduct business eff ectively. 
Crime is particularly high in Gauteng Province 
(SAnews, 2010) with over a million crime 
incidents in 2018 (Crime Stats SA, 2019b).

BusinessTech (Businesstech, 2018) estimates that 
the three biggest crimes risks for businesses today 
are hijacking/theft  by force, theft , and malicious 
damage. It is frequently reported that crimes have 
had a particularly high impact on the transport 
and logistics sector in South Africa. In 2014, it was 
estimated that 991 hijacking incidents cost the 
sector approximately R1.2 billion (Venter, 2014). 
Hijackings, cargo theft  and malicious damage to 
property in this sector are frequently reported in 
popular and trade news articles; and recognised 
by insurers and traffi  c safety organisations 
(Khanyile, 2019; Business Day, 2018; Arrive 
Alive, 2016; Infrastructure News, 2016; Lindeque, 
2015; Truck & Freight, n.d.). For the purposes of 
this research, transport crimes are considered to 
be any crime that impacts the transport function 
within logistics and related organisations.

Despite the extensive press coverage and the 
frequent assertions that crime has a major impact 
on the sector, little research has been done on the 
types, extent and actual impact of crimes in the 
sector, as well as what is being done to mitigate 
against these crimes. Th is research, therefore, 
seeks to gain insight into the impact of crime on 
transport and logistics organisations.

OBJECTIVES 
Th e objectives of this study are:

• To determine the extent to which various 
crimes impact transport and logistics 
organisations. 

• To determine the impact of transport crimes 
on the organisation. 

• To establish the most common and most 
eff ective risk mitigation strategies. 

Th e next section outlines the literature reviewed 
to determine the types of crime that typically 
impact the transport and logistics sector, the 
impact of such crimes on the industry and the 
typical risk mitigation strategies employed within 
the industry.

LITERATURE REVIEW 
Globally, transport crimes are on the increase. In 
Europe, transport-related crime was recognised 
as a serious and growing problem by the European 
Conference of Ministers of Transport (ECMT) as 
early 1997 (at their meeting in Berlin) and 1999 
(Warsaw), where the problem was discussed 
and recommendations made on combating it 
(OECD, 2002). Based on the recommendations a 
“multidisciplinary Steering Group on Combating 
Crime in Transport, consisting of representatives 
from diff erent backgrounds (Ministries of 
Transport, Economics and Interior, International 
organisations–EU, UN/ECE, EUROPOL, 
INTERPOL, police, customs, insurance, industry, 
transport operators etc.) was set up to make 
proposals on how ECMT can contribute to 
combating transport crime….” (OECD, 2002:3). 
Th e level at which transport crimes are discussed 
clearly illustrates the magnitude and importance 
of the problem. Th is was recently reinforced 
when Ministers of Transport of the 59 states 
belonging to the International Transport Forum 
released a statement underlining the importance 
of keeping transport safe and secure to enable 
economies to prosper: “Safety and security are 
of fundamental concern for transport, … as a 
condition for the reliable and effi  cient transport 
of goods” (International Transport Forum, 2018). 
In academic literature, authors such as Sternberg 
& Lantz (2018), Ekwall and Lantz (2016), and 
Sudy, Kummer and Lehner (2013) recognise 
transport crimes as requiring considerable risk 



2019 INTERNATIONAL BUSINESS CONFERENCE | SOUTH AFRICA

1861

management.

In South Africa transport crimes have also 
been recognised as critical at a national level by 
government initiatives, such as the Arrive Alive 
campaign (Arrive Alive, 2019c). However, apart 
from isolated incidents and operational level 
crime (for example fraud in licencing centres), 
very little recognition is given to transport crimes 
at national level in the Department of Transport; 
crimes statistics are rather gathered at a broader 
level by the South African Police Services (SAPS) 
and reported by Statistics SA (Parliamentary 
Monitoring Group, 2017). By implication, it is 
not always easy to determine crimes that are 
specifi cally transport or logistics related, and 
therefore it is diffi  cult to determine the magnitude 
of the problem. Nonetheless, frequent reporting 
in the popular and trade press provides some 
indication of the extent of the problem.

Although a large proportion of the crimes referred 
to in international forums on transport relate to 
terrorism and cyber-attacks; which have not made 
signifi cant headlines in South Africa, other major 
highlighted crimes are cargo theft  and hijackings 
(International Transport Forum, 2018; Counter 
Terror Business, 2017; OECD, 2002) for the 
purpose of stealing vehicles or goods on vehicles. 
Th ese crimes are also particularly prevalent in 
South Africa (wheels24, 2018; Arrive Alive, 2016) 
to the extent that truck hijackings warrant their 
own category in crime reporting (Crime Stats SA, 
2019a). As mentioned above, hijackings are the 
most reported incidents and potentially have a key 
impact on the sustainability of the business. Th is 
may involve the vehicle, but cargo is frequently 
the target. It is estimated that South African 
companies lose billions to cargo theft  (C Track, 
2016) and South Africa is classifi ed as an extreme 
risk area in this regards (TT Club, 2018). Cargo 
theft  is not only the result of outsiders targeting 
trucks, but gangs also use organisation insiders 
to provide information on routes, schedules and 
loads (AON, 2019; Ryan, 2019).

Another major crime, recognised both globally 
(Sternberg & Lantz, 2018) and locally (SABC 
News, 2018; Digital Vehicle Tracking, n.d.) is 
fuel theft , touted as one of the fastest-growing 
transport crimes in the country. Other crimes 

that have been reported in the transport sector are 
white-collar crime such as fraud and corruption; 
which is rife particularly among offi  cials (FTW 
Online, 2018; News24Wire, 2017; Erasmus, 
2015) and, notably, in the payment of bribes to 
traffi  c offi  cials (Grobler, 2019; Phakgadi, 2019; 
Timeslive, 2019). Further crimes known to have 
an impact in the transport sector in South Africa 
are the use of company vehicles for personal use 
(Dexler, 1999; AVIS fl eet, n.d; WolwersKlute, 
n.d.); looting and vandalism during or as a form 
of political protest (Saunderson-Meyer, 2019; 
Singh, 2019; Lancaster, 2018); accidents due to 
reckless and illegal driving habits, for instance 
skipping traffi  c lights, speeding and exceeding 
driving hours (Smith, 2018; DSC Attorneys, n.d.; 
Matrix Road Safety Association, n.d.). While not 
a crime; but frequently resulting in accidents and 
theft , contravening company policy by picking up 
passengers can also result (Luke & Heyns, 2014).

Th e extent of transport crimes implies that it is 
likely to have major impacts on the organisation 
and its supply chain effi  ciency. Supply chain 
effi  ciency typically refers to the ability to satisfy 
the customer at the lowest possible cost (IGI 
Global, n.d.). Ahoka, Laiho, Hintsa, Männistö 
and Holmström (2010) assert that “Supply chains 
are managed and measured with focus on a 
handful of key performance indicators, most 
typically time, cost, quality, customer value and 
customer satisfaction” and that security measures 
are seldom considered and oft en regarded as 
additional requirements and costs. But crime 
has various impacts on customer service, such as 
transport delays, stock shortages and increased 
costs. Furthermore, business impacts can include 
aspects such as lower levels of competitiveness, 
damaged reputations and lower profi t levels. 
Typical impacts of transport crimes are identifi ed 
as:

• Cost increases as a result of lost or damaged 
equipment that requires replacement, as well 
as the associated insurance cost increases and 
security cost increases (Business Day, 2018; 
Harvey, 2018; International Business Wiki, 
2011)

• Delivery delays due to schedule interruption 
(Russell, 2001; ICAO, n.d.)
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• Customer service in terms of short or late 
deliveries and stock-outs (Wilson, 2007; 
Marino, n.d.)

• Profi t reduction due to increases in costs 
(Harvey, 2018; Russell, 2001)

• Unfair competition from stolen goods sold 
at lower prices (Cepal, 2011; International 
Business Wiki, 2011)

• Competitiveness (Harvey, 2018; Russell, 2001)
• Damaged reputation (Harvey, 2018; Gold ‘n 

Links, 2016; Marino, n.d.)
A key to managing supply chain disruptions due 
to transport crimes is in ensuring that the risks 
are mitigated as far as possible. According to 
Ahokas, et al. (2010), based on Lee and Whang 
(2005), crime and the associated prevention 
measures should not necessarily be based on 
expensive procedures such as inspections or 
entry and exit controls, but rather on process 
control. In the absence of eff ective policing, 
companies have had to take their own precautions 
to minimise transport crimes and thus their 
impacts on the supply chain. Ahokas, et al. (2010) 
further assert that, in line with the European 
Commission (2007), to ensure the quality of 
product acceptance, offl  oading, warehouse and 
storage, production and loading processes, it 
is essential to establish appropriate security 
standards, processes and procedures within the 
supply chain. Furthermore, they propose that 
these standards should consider a “broad range 
of operations supply chain aspects”, including:

• Access control 
• Personnel security 
• Visibility of products in a supply chain, 

documentation process security 
• Business partner security 
• Conveyance security
• Crisis management and disaster recovery” 

(APEC, 2005 in Ahokas, et al., 2010). 
Th ese aspects are considered to determine the 
most appropriate crime prevention measures, 
particularly in geographical and sectoral supply 
chain environments.

Th e following section describes the methodology 

to determine the causes, impacts and risk 
mitigation measures in supply chains in Gauteng, 
South Africa.

RESEARCH METHODOLOGY 
Although crime and transport crime are 
frequently reported in South Africa, there is little 
research in this area on the extent of transport 
crimes in particular businesses, the impact of 
these crimes on supply chain performance and 
the measures that are and should be taken to 
mitigate these risks. Th e research thus sought to 
gain insight into the impact of transport crime 
on supply chain effi  ciency. Gauteng Province was 
selected as the area of research as it is both the 
economic hub of South Africa (South African 
Market Insights, n.d.), as well as the area most 
likely to be impacted by crime. An exploratory 
and descriptive approach was used, seeking to 
provide an “accurate profi le of persons, events or 
(the) situation” (Robson, 2002:59) in Gauteng. 
A realism approach was used as the reality: that 
crimes which impacted supply chain effi  ciency 
could be measured based on perceptions of 
transport operators.

Questionnaires were distributed to various role 
players in a number of diff erent transport and 
logistics companies. It was important to obtain 
a broad range of perspectives of crime, as these 
take place and are experienced at all levels of the 
organisation; from operations to strategic level. 
Primary data was collected by using an internet-
based structured questionnaire comprising 
mostly structured questions, although the survey 
instrument also included a number of open-
ended questions that were used to enrich the data 
collected on the types of crimes experienced, 
the impact of these crimes and the measures to 
mitigate the risks associated with the transport 
crimes. In order to obtain a broad range of views 
of the impact of the crimes, the questionnaire was 
distributed to transport planners, fl eet controllers, 
transport managers, supervisors and transport 
monitors in the transport department within the 
organisation. Because the research was an initial 
exploratory study, other major decision makers, 
such as operations managers and fi nancial offi  cers 
in client companies were not included, but were 
recognised as important role players to consult in 
future research.
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It is estimated that there are approximately 391 
transport companies in the Gauteng area and a 
non-probability sampling technique was used to 
select 100 companies for inclusion in the survey. 
A non-probability technique was used because of 
the lack of access to a list of the population being 
studied (Laerd, n.d.). Convenience sampling 
was used where researchers identifi ed their 
own contacts in various transport companies 
(Saunders, et al., 2016) and a snowballing 
technique was used to recruit further participants 
to expand the sample size (Lewis-Beck, et al., 
2004). A fi nal sample size of 51 respondents 
was achieved. Th e data was analysed using the 
Statistical Package for the Social Sciences (SPSS) 
version 25.

RESULTS/FINDINGS 
Demographic profi le 
Th e majority of respondents (63%) of respondents 
were between the ages of 31 and 40 years, 
indicating that respondents would generally have 
had suffi  cient experience to provide an informed 
perspective of the transport environment. Most 
(94%) also had some form of qualifi cation 
(diplomas, degrees or postgraduate degrees), 
again indicating knowledge of the sector. Most 
respondents (53%) were supervisory staff , 
although opinions were sought across the supply 
chain. Respondents comprised of ten percent 
entry level staff , 33 percent on junior level and 
four percent executive-level staff . Th is enabled 
a relatively representative staff  level profi le, with 
respondents who could be considered to be 
generally knowledgeable on issues within the 
industry. Th is is further illustrated by 29 percent 
of respondents having less than a year’s experience 
in the industry, 25 percent between two and four 

years, 37 percent between fi ve and ten years and 
ten percent having over ten years of experience. 
Most respondents (80%) represented medium to 
large enterprises, while 20 percent represented 
micro or small enterprises. Th ese enterprises 
ranged from consisting of employees: less than 
ten (10%), between ten and 49 (14%), between 
50 and 249 (28%) and more than 250 (49%), 
therefore providing a broad range of industry 
views. Industries represented included transport 
operatives from transport and logistics companies, 
warehousing, manufacturing, education, state-
owned enterprises and government institutions, 
fi nance, retail, leisure, and tourism.

Transport crimes and the extent of its impact on 
organisations 
Respondents were provided with a list of possible 
transport crimes and asked to determine the extent 
to which these impacted their organisations. 
Respondents were provided with a four-point 
Likert-type scale, anchored from 1 = To no extent, 
to 4 = To a large extent. A category for Don’t know 
was also included to indicate a lack of familiarity 
with the item under review. Th e Cronbach’s alpha 
was 0.809; indicating a high degree of internal 
consistency for the scale. Th e results are shown 
in Table 1.

Th e results indicate primarily that most crimes 
aff ected the organisation to some or to a large 
extent, although the standard deviation is 
relatively large in all cases; suggesting that the 
impact diff ers signifi cantly from organisation 
to organisation. Th e crimes with the highest 
means tends to be crimes that are internal to the 
organisation, i.e. white-collar crimes, petroleum 
theft  and use of company vehicles for personal 

TABLE 1: MAIN CRIME AREAS IN THE ORGANISATION 
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use. Th is was expected, since the incidence of 
these types of crimes generally tends to be more 
frequent than larger crimes, for example hijacking 
and cargo theft . Th e impact on the organisation 
thus tends to be higher. It is noted that the eff ect 
of looting and vandalism tends to be smaller, 
although it is generally present to some extent in 
most organisations.

Respondents were requested, in an open-ended 
question, to indicate which geographical areas 
they consider to be crime hotspots. Hotspots were 
specifi ed as townships, high density CBD areas, 
remote areas, along highways – predominantly 
truck stops, any loading and offl  oading points, 
and at border posts.

Respondants were also asked to indicate the areas 
in their organisations that are, in their opinion, 
most vulnerable to transport crimes. Th ose 
mentioned most frequently, and mentioned as 
a result of poor access control and poor route 
choices, were:

• Own yard 
• Offi  ces 
• Loading and offl  oading points 
• Warehouses 

Types of impacts on the supply chain 
Respondents were provided with a list of possible 
business and supply chain impacts from crime 
and asked to rate them on a four-point Likert-type 
scale. Again, the Don’t know option was included 
to indicate a lack of familiarity with the item 
under review. Th e Cronbach’s alpha was 0.816; 
indicating a high degree of internal consistency 
for the scale. Th e results are shown in Table 2.

Th e results indicate that the most important 
supply chain areas are impacted to the largest 
extent, i.e. cost increases and insurance costs, 
customer service, profi ts and reputation. Again, 
the standard deviation is high, suggesting very 
diff erent impacts for various companies. Unfair 
competition from stolen goods sold at lower prices 
is also refl ected as having a high impact, although 
there were a large number of respondents who 
did not know whether the impact was relevant 
to their organisation or not. Th e high means 
in most of the key supply chain effi  ciency areas 
indicates the general perception of the severity of 
the impact of these crimes for the organisation.

Transport crime risk mitigation measures 
Respondents were requested to indicate the risk 
mitigation measures in place in their organisation 
as well as the eff ectiveness thereof. Respondents 
were provided with a fi ve-point Likert-type scale 
anchored from 1 = Not eff ective to 5 = Extremely 
eff ective. A category for N/A–Not present in 
the organisation was also included to indicate 
whether the item under review was used in the 
organisation. Th e Cronbach’s alpha was 0.892; 
indicating a high degree of internal consistency 
for the scale. Th e results are shown in Table 3.

Th e uptake on several items such as route 
planning, defensive driving courses, cargo 
security measures, drive cameras and security 
lighting is lower than expected, with over 30 
percent of respondents indicating, in each case, 
that these security measures were not present in 
their organisations. Given the impact of crimes 
that could be dramatically reduced with the 
implementations of these measures, these results 
were unexpected, especially as many of these 

TABLE 2: TRANSPORT CRIME IMPACT AREAS
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measures are relatively low-cost solutions. Th e 
most eff ective solutions are indicated as GPS fl eet 
tracking, security lighting, safety and security 
programmes that are in place, surveillance and 
communication. Th e least eff ective mitigations 
measures are indicated as explosives scanners, 
drivecams, and route planning to avoid crime 
hotspots. Th e high standard deviations again 
show that each organisation has measures in 
place, and that they are more or less eff ective in 
diff erent circumstances.

In an open-ended question, respondents were also 
asked to identify the mitigation methods that they 
believed are most needed in their organisations. 
Common responses included alarms and panic 
buttons to facilitate faster response times, 
trackers and better routing, defensive driving 
courses, driver training and staff  management, 
better data, and extra security staff  and features. 
It must be noted that, although some respondents 
did not believe that for example routing to avoid 
crime hotspots were eff ective, a number of 
respondents indicated that it would be useful in 
their organisation.

CONCLUSIONS AND MANAGERIAL 
IMPLICATIONS 
Th is research sought to investigate the impact 
of transport crimes on organisations and the 
effi  ciency of their supply chains. In addition, it 
aimed at determining the extent and eff ectiveness 
of risk mitigation measures for transport 
crimes. Th e results mainly showed that most 
transport crimes had some level of impact on 
the organisation. Very few respondents indicated 
that the various crimes had no infl uence on their 

organisations. By implication, organisations 
who recognise that most types of crime have 
some impact on their businesses, should take 
steps to measure the actual impact within 
their organisations. It is recommended that 
management uses advanced risk management 
techniques to identify risks, and to use techniques 
to determine their likelihood as well as their 
potential impact. Crimes with medium to high 
likelihoods of occurrence and with medium to 
high impacts should be prioritised.

In respect of impacts, as expected, the major 
impacts of transport crimes on the supply chain 
are cost increases, delays in delivery and as a 
result lower customer service levels. Th is in 
turn impacts brand reputation, and ultimately, 
profi tability. Th e relatively high means on most 
of the impact items indicate the signifi cance of 
transport crimes within the supply chain, as well as 
the fact that it would likely aff ect the organisation. 
Th e major impact areas also indicate that these 
crimes are likely to aff ect the sustainability of 
the organisation and thus should be treated with 
the necessary seriousness. From a managerial 
perspective, risk matrices should be developed 
in conjunction with identifying the high-risk 
areas, to determine the probable eff ect on the 
sustainability of the organisation. Th ose risks 
that are most expected to threaten the company’s 
future require the most urgent interventions.

Th e results also provide some indication of the 
eff ectiveness of particular crime prevention 
programmes and measures. Whereas some of the 
measures were refl ected as being less eff ective, 
others indicated that the same mearsures should 

TABLE 3: EFFECTIVENESS OF RISK MITIGATION MEASURES 
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be priorities in their organisations. Th e disparity 
in the results suggests that there is no solution 
that would meet the needs of the transport 
and logistics sector as a whole, and that each 
organisation is required to determine the specifi c 
solutions that would work best pertaining to their 
own risk areas. Th ere is a danger that companies 
implement solutions that are not appropriate for 
their specifi c risk areas and it is then perceived as 
less eff ective. Risk identifi cation and assessment, as 
described in the previous paragraphs, are part and 
parcel of an overhaul of a better risk management 
programme, where the most eff ective strategies 
need to be selected. Th is requires an in-depth 
analysis of the most problematic issues, as well 
as the most appropriate measures to mitigate 
these risks. Risk management is a process that 
requires organisations to accept risks within their 
organisations, in this case transport crimes, and 
therefore cultivate a proactive approach to risk 
mitigation.

Th e major limitation to this research is sample 
size due to time and budgetary constraints. Th e 
results can therefore not be generalised to impact 
the overall population. Th e research however 
proved to be exploratory within the supply 
chain environment and provided some valuable 
descriptions of the extent to which organisations 
are impacted by transport crime in Gauteng. 
Th e research also indicated that, although most 
organisations indicated that they were impacted 
by a range of crimes, risk mitigation strategies 
appear to be largely unassociated with specifi c risk 
areas. Formal risk assessment and management 
techniques should be focussed on identifying 
risks that are specifi c to particular environments.

Future research eff orts should therefore be 
focussed on expanding the research to enable 
comparison of risks in diff erent supply chain 
environments. Th is would also allow for the 
establishment of relationships between types of 
crimes, supply chain impacts and crime prevention 
methods, thereby enabling identifi cation of 
the most eff ective crime prevention methods 
for the most prevalent and impactful crimes 
in the organisation. Additional research could 
be focussed on determining the most eff ective 
risk mitigation strategies for particular risk 
areas within South African supply chains. In 

addition, as outlined in the methodology section, 
decision makers in client companies were not 
considered in this study, which could constitute 
an area for future research to provide alternative 
insights into the transport crime issue. Finally, 
limited data is available on transport crimes in 
the country. Future research could also focus 
on determining the level of various transport 
crime incidences across the industry, to be able 
to inform policymakers and regulatory eff orts to 
the benefi t of supply chains and trade within the 
country. South Africa is known to be a high-risk 
country from a crime and therefore investment 
perspective. Eff ective risk mitigation from both 
business and the public sector is likely to have 
a signifi cant impact on the wellbeing of the 
economy and the country as a whole.
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ABSTRACT 
Quality management (QM) is acknowledged as 
an important activity in public hospitals in the 
pursuit to deliver excellent service to patients. 
Nevertheless, these services are associated 
with various practices, which oft en jeopardise 
performance excellence, especially among nursing 
practitioners. Quality Assurance Plan (QAPs) have 
been developed, in order to limit ineffi  ciencies of 
healthcare systems in relation to public hospitals. 
However, there is no consensus on the practices 
that establish QM for public hospitals in South 
Africa. Th erefore, the main purpose of this 
study is to assess the effi  ciency of QAPs that can 
improve the quality of care in public hospitals. A 
quantitative research method has been used in 
this study, adopting descriptive and exploratory 
approaches. A comprehensive review of relevant 
literature on QAPs was conducted and used to 
develop a structured questionnaire survey. Th is 
was applied to a purposive sample of 185 nursing 
practitioners in the Gauteng province of South 
Africa. Th e data was analysed using the Statistical 
Package for the Social Sciences (SPSS) version 
23. Furthermore, factor analysis was conducted, 
with factor extraction using principal component 
analysis and oblique rotation. Th e empirical 
fi ndings established four QAPs that were reliable 
and valid for assessing the quality of healthcare 
systems implemented in public hospitals, namely 
policy development; training and skills support; 
extensive specifi c assests; as well as reward and 
recognition systems. It is important to note that 
the study was not conducted across South Africa; 
hence, the fi ndings cannot be generalised. Th e 
value of this study informs CEOs and managers 
in the public hospital sector to establish health 
quality programs in order to enhance patient 
satisfaction. Th ey should also provide the QAPs 

training and nursing professional development’s 
public hospital environment. Despite the 
delimitations, the authors recommend these four 
dimensions of practices for quality management 
in public hospitals in South Africa.

Keywords: Public hospitals, healthcare systems, 
quality management practices, South Africa 

INTRODUCTION 
Over the past years, there has been an 
international demand for public healthcare 
services to enhance quality of care systems and 
therefore obtain results comparable to those 
experienced in the private sector (Mosadeghrad, 
2014:77). South Africa is no diff erent, but it has 
the further challenge of a twofold health-care 
system. Th e public hospital improvement debate 
has accepted QAPs as a new understanding of the 
public services. Leadership styles and QAPs are 
critical in demonstrating the degree of success 
in any form of public hospital (Alharbi & Yusoff , 
2012). Th e South African healthcare system has 
been characterised by a public sector component. 
Th us, the main provider of health care services in 
South Africa is the National Department of Health 
(NDoH), but both public and private CEOs and 
managers need to understand the importance of 
quality through modernising health care delivery 
systems (South African Nursing Council, 2007). 
A shift  in the emphasis of quality health care is 
therefore necessary in order to deliver health 
services effi  ciently and eff ectively through an 
infrastructure which provides the needs of 
communities at ground or district levels, with 
necessary support at referral services at provincial, 
central, or national level (Health Professions 
Council of South Africa, 2008). Th e White Paper 
is seen as key to the transformation of the health 
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system in South Africa and elucidates the aim 
to present the people of South Africa with a set 
of policy objectives and principles upon which 
the Unifi ed National Health System of South 
Africa will be based (Statistics South Africa (Stats 
SA), 2016).). Th e success of public hospitals is 
measured largely in relation to quality nursing 
management services. Th e National Health Act in 
the South African public hospital sector has been 
implemented to play an active role in the patients’ 
expectations in the hospitals (Jooste, 2010:69). It 
also aims to implement best practice healthcare 
strategies with a positive work environment for 
employees, and provide top quality training for 
nursing staff  (Van Rensburg, 2011). It is important 
to assess which factors increased its commitment 
to improve the quality of the public healthcare 
system, given the fact that public hospitals are 
largely used by the disadvantaged majority 
(Mensah, 2016). Many of the results reported 
have been in relation to practice environment, job 
satisfaction and management of records in state-
owned hospitals as well as increased customer 
satisfaction (Klopper, Coetzee, Pretorius & 
Bester, 2012; Mensah, 2016). Consequently, many 
patients at many South African public hospitals 
are not receiving adequate health care services 
that include organisational performance care and 
community nursing service (Nyakala, Munyai 
& Vermeulen, 2017; Phaswana-Mafuya, Peltzer, 
Hoosain & Maseko, 2017). Th e conditions in 
public hospitals have been characterised by a 
scarcity of nurses, lack of patient care, carelessness 
and incapability of nursing practitioners to use 
resources (Duggirala, Rajendran & Anatharaman, 
2008).

Th rough teaching and learning, nurses need to 
acquire communication and eff ective educational 
skills in order for them to acclimate to the 
demands of quality life (Burns & Grove, 2005). 
South Africa is recurrently evaluating and 
developing programmes to monitor the quality 
of healthcare and to assess the use of quality 
measures in the country for improving service 
delivery in public hospitals (Jacobsen & Hasumi, 
2014). Ensuring adequate operational nursing 
practices at public hospitals is a key element 
for measuring the quality of health care. From 
an operational nursing practice perspective, it 
is important that senior nurse managers and 

nurses of hospitals comprehend the importance 
of patient participation in their care programme. 
Understanding this will assist professional nurses 
and unit managers to cooperate with patients, 
specifi cally in the form of communication 
(George & Lovering, 2013).

It is against this background that this study was 
initiated to assess infl uence of QAP factors on the 
eff ective improvement of quality of care within 
the public hospitals sector. To achieve this aim, 
the study proposed two objectives: fi rst was to 
identify the quality of patient care together with 
the assessment of the hospital quality of care. 
Second was to determine the factors negatively 
infl uencing the patient care concerns which may 
happen in formal public health sector settings. 
Identifying such factors will assist hospital 
management esnsure that proper systems are put 
in place to deal with such issues. Th is will cause 
lack of trust in the long term and ineffi  ciencies 
that occur in the public hospitals in South Africa.

LITERATURE REVIEW 
Th ere is growing recognition of the important 
role of assessing the quality of health care 
systems in governance and management 
practices at nationwide, subnational and facility 
levels (National Core Standards for Health 
Establishments in South Africa, 2011). More 
recently, the Institute of Primary Health Care 
(PHC) in Saudi Arabia has unpacked the 
concept further. It has suggested that eff orts to 
improve care quality should be focused around 
seven aims: assessment, assurance, nursing 
management, satisfaction with the professional 
practice model, customer satisfaction, staff  
development, and research (Alharbi & Yusoff , 
2012). Th e acknowledgement that quality 
improvement approaches should be applied 
within public hospital systems is relatively recent. 
An understanding of these issues could inform 
QAPs for the assessment of effi  ciencies of quality 
of care, and therefore it is essential to introduce the 
existing theory on quality management concepts 
in this study. Th e current theory concentrates on 
the general state of quality of care and professional 
nursing and their elements for satisfaction with 
healthcare systems, and factors that infl uence the 
effi  ecient service quality in state-owned hospitals.
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Health care quality practices in public hospitals 
Healthcare systems, as described by Mosadeghrad 
(2014), are the organisations through which 
individual or group’s health is managed for 
an eff ective and effi  cient service delivery. 
According to Alharbi and Yusoff  (2012), public 
hospitals refers to the the large organisations 
where people who are ill/sick or injured are 
given health treatment and care. Th e quality of 
healthcare concept in public hospitals is not just 
one individual concept, but several studies refer 
to the concepts drawn together as an inclusive 
approach to doing business (Munro, 2005; 
Bauman, 2007; Klopper et al., 2012). Several 
researchers have discussed the success of the 
total quality approach to public hospitals in a 
worldwide survey of quality managers (Kanai-
Pak, Aiken, Sloane & Lusine, 2008; Pretorius & 
Klopper, 2012; Nyakala, 2013). National Core 
Standards for Health Establishments in South 
Africa (2011) identifi ed factors that patients 
consider as important when they evaluate quality 
of service or products, namely: role-play, strength, 
directness, sympathy, and tangibility. To adopt 
eff ective quality of healthcare in public hospitals, 
quality management practices must therefore be 
improved. In the context of South Africa’s public 
hospital sector, practices include a planned system 
of review conducted by nursing practitioners not 
directly involved in the development process 
(Stats SA, 2016). Practice is signifi cant for 
applying knowledge in the work of a profession 
(Searle, 2008:134). It promotes the development 
and training of employees for quality of health 
care (Health Professions Council of South Africa, 
2008).

Th us, addressing challenges of inappropriate 
development and training of nursing personnel in 
public health care units is growing in importance 
in South Africa with the expansion of work 
satisfaction programmes and implementing a 
professional nursing practice philosophy and 
model (Jooste, 2010; Phaswana-Mafuya et al., 
2017; Searle, 2008). To address existing challenges 
and expand the capacity of health and healthcare, 
six best practice healthcare components 
have been identifi ed. Th ese are: the quality 
improvement team, management commitment, 
practice environment, facility management, 
patient feedback system and service relationship 

areas. Many positive attitudes can be assessed 
from the nursing practitioners in the hospital 
facilities, since all the assessments will be in the 
form of written and verbal discussions (WHO, 
2015). It is essential to manage quality of care and 
reports to determine the predictable alteration 
in a measured and operative way, particularly in 
nursing and healthcare (Duggirala et al., 2008; 
Jacobsen & Hasumi, 2014). An eff ective system 
must be introduced for incorporating the quality 
expansion, quality care, and quality enhancement 
eff orts of the diff erent employee groups and 
empower service at the public hospitals for 
complete patient satisfaction (Munro, 2005; 
Nyakala et al., 2017).

Policy development issues 
Eff ective health and healthcare policy is essential 
for a well-functioning district-based hospital 
to attain the extensive range of goals, therefore, 
the Ministry of Health sets these goals (Kekana 
et al., 2007). Attempts to improve quality of 
care have oft en been underpinned by policies 
and legislation in the contents of the health 
care –i.e. the conceptualisation of non-fi nancial 
support of quality training programmes guided 
by public health guidelines which can lead to a 
narrow focus (Houser, 2012). Th is view is also 
supported by Jooste (2010), who states that the 
key challenges of well-functioning district based 
hospitals and South African hospitals are the key 
requirements of the PHC approach in responding 
to new policies and legislation in the matters of the 
health care system. Such compliance is a precise 
challenge in the monitoring and expansion 
of access to basic health services, due to the 
abandonment of quality of care (Bauman, 2007). 
Assessing the effi  ciency of policy development 
contributes to higher standards of the quality of 
healthcare to the patients and community which 
is the boundary mark for the public hospital sector 
(Kanai-Pak et al., 2008). Th is leads to the concept 
of effi  cient policy practice, and points toward 
hospitals running an operative, resourceful, 
competent, equitable and accessible health 
service (Searle, 2008). Procedures should be put 
in place to improve people health frequently 
focusing on the expansion of access to basic 
health services. Developing patient satisfaction 
needs to begin when the hospital managers assess 
the patient’s needs and should end with a service 
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in which the patient expresses enthusiastic 
satisfaction (Mensah, 2016). In Brazil, many 
patients considered public-sector hospitals as 
easy-to-navigate pathways to care becausethey 
are continually critical as to how patients observe 
the quality of care and select whether to continue 
treatment or not (Paim, Travassos, Almeida, 
Bahia & Macinko, 2011). Policy of quality care 
may oft en be assessed in just a single meeting 
or complaint incident. In Ghana, health policy 
development indicates the existence and contains 
the detailed procedures and practices in the 
assessment of quality care (Alharbi & Yusoff , 
2012). In South Africa, key motivating factors in 
policy development relating to PHC were found 
to have both individual and team participation 
(Phaswana et al., 2017). Quality of care is a way 
of managing, therefore in the light of the above 
discussion, we suggest that, for a comprehensive 
and detailed assessment of the healthcare policies, 
both hospital services and patient gains need 
to be evaluated in conjunction with technical 
measures of quality. Attention should be given to 
manifestations of quality- e.g. openness, cultural 
diversity and relevance, and satisfactoriness.

Healthcare quality programs 
In the public health context, hospital senior 
managers can infl uence positive change in a 
number of ways that are required for the success 
of the quality initiative (George & Lovering, 
2013). Th ey view the crucial process management 
in healthcare quality in terms of dimensions 
to analyse patient and hospital activities. 
Measuring quality usually includes clinical 
quality and patient satisfaction (Australian 
Institute of Health and Welfare, 2014). Health 
quality includes appropriate, timely treatment, 
equipment, a satisfactory amount of services, 
and meeting suitable values of the health facility’s 
performance requirements to enhance patient 
satisfaction (Mosadeghrad, 2014). Consequently, 
information about patients’ needs and complaints 
should be collected, analysed, and used as 
feedback to categorise areas for improvement 
(Nyakala, 2013). An operative system must be set 
up for assessing the staff  development, quality of 
healthcare and QAPs in order to enable service at 
the public hospitals that permits for full patient 
satisfaction (Klopper et al., 2012). In line with 
this, quality of care trainers should be able to 

encourage teamwork and self-discipline within 
the nursing profession. Successful care assessors 
set a good example by providing all the relevant 
work guidelines and measures to be followed 
(Australian Institute of Health & Welfare, 2014).
Quality improvement in the public health may 
require adoption of a new culture that focuses 
on achieving greater patient satisfaction and 
improving in operative processes, practices and 
procedures. Th is argument has been supported 
by more extensive empirical studies in recent 
years (Jacobsen & Hasumi, 2014). Empowered 
management of public hospitals ensures the 
success of health care, therefore it is essential for 
the hospital manager to communicate effi  ciently 
by establishing feedback and communication 
systems (Pretorius & Klopper, 2011, Mensah, 
2016). Th is view is also supported by Searle 
(2008), who state that value of nursing people 
is dependent on a variety of methods such as 
communication taking place between the nurse 
and the patient. It also aims to implement best 
practice healthcare strategies with a positive work 
environment for employees, and transforming 
the context of care through shared leadership and 
parnership (George & Lovering, 2013).

Quality of health care measurement issues 
Th e fi rst initiative critical to measuring patients’ 
heathcare service quality perception, satisfaction, 
and faithfulness in public sector hospitals is the 
establishment of a trust with all stakeholders 
(Paim et al, 2011). Stakeholders in public sector 
hospitals include patients, nurses, managers, 
representatives, insurers, and doctors (Peltzer & 
Phaswana-Mafuya, 2012). Furthermore, Farnham 
and Horton (1996) state that managing cost 
control should be a key aspect of the competitive 
strategy for these hospitals. A well-developed 
framework for quality management research and 
an associated measurement instrument increases 
control, trustworthiness, and response to patient 
needs (Beattie et al., 2014).). Health and hospital 
processes are also directly attributable to the 
behaviour of health-care providers, and their 
measurement can provide a critical starting point 
in the development of methods to improve care 
(Nyakala et al., 2017). Hospital quality includes 
appropriate equipment, timely treatment, an 
adequate amount of services, and meeting 
acceptable standards of the industry’s practices 
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(Australian Institute of Health & Welfare, 2014; 
Nyakala et al., 2017). Identifying patient needs 
as expressed by patients on the other hand, can 
enhance customer satisfaction (Searle, 2008). 
Th erefore, nursing staff ’ requests and complaints 
should be collected, analysed, and used as 
feedback areas for improvement (Jacobsen & 
Hasami, 2014). Th ese fi ndings are supported 
by other attempts to quality measurement and 
decision-making in addressing all of the success 
in public sector organisations (Bauman, 2007). 
Nyakala (2013) produced similar comments to 
Mensah (2016). He further indicated the strong 
relationship to quality management practices 
in hospitals. Th e process of measuring service 
quality of healthcare plays an important role in 
the health sector today. Moreover, studies have 
shown the importance for the successs of public 
hospital sector of the service quality and patients’ 
satisfaction. Th erefore, groups responsible for 
quality of healthcare must include not only 
top management but also nurses and patients 
(Kekana, du Rand & van Wyk, 2007).

METHODOLOGY 
Design and setting 
Th is quantitative study involved the distribution 
of questionnaires to public hospital nursing 
practitioners (Houser, 2012). A questionnaire was 
constructed based on an all-inclusive literature 
review, the author’s commercial experience (over 
8 years) as a quality expert and a pilot study 
involving interviews with experienced nursing 
practitioners in three public hospitals.

Measures 
Questions on demographic information, quality 
of health condition, reasons for visiting the 
eastern region of Gauteng Public Hospitals and 
utilisation of health care services were added.

A 5-point Likert scale ranging from 5= strongly 
agree to 1= strongly disagree was used, and each 
response was given a numerical score to refl ect its 
degree of favourableness (Burns & Grove, 2005; 
Houser, 2012). Th ere have not been many studies 
conducted on the subject of measuring effi  ciency 
of QAPs particularly in South Africa.

Data collection 
Using the drop- and-collect and email methods, 

185 questionnaires were distributed to the 
prospective participants who worked at the 
public hospitals in Gauteng province, South 
Africa, topics on quality management practices in 
relation to public healthcare systems used in the 
questionnaire were extracted from the literature 
review, quality of healthcare, policy development 
issues, the health quality program, and the quality 
of healthcare measurement factors in the public 
sector hospitals obtained from the extended 
literature are applicable to this study.

Sample 
Th e total sample of nursing staff  working at the 
public hospitals wards was 185 resulting in a 
52.9% response rate of the 350 questionnaires 
distributed in Gauteng province constituted the 
study’s population. To determine sample size, the 
rule of thumb established by Houser (Munro, 
2005) was adopted. Non-probability, purposive 
sampling was used to select participants, which 
ensures that all elements within the population 
are appropriate for selection as sample elements. 
Using this method, a researcher can ensure the 
correctness for the target population and the 
possibility of getting responses (Burns & Grove, 
1993). Th is questionnaire was pre-tested over 
some months prior to the survey, and hand 
distributed to 12 named individuals in various 
hospitals (Mosadeghrad, 2014).

Data analysis 
Th e descriptive, cross-sectional, multi-centre 
design consisted of three tertiary public hospitals, 
namely, Tembisa, Germiston and Natalspruit 
within the Gauteng Province, South Africa. 
Sample statistics revealed that the standard 
deviation exhibits limited data variability and the 
sample is therefore a satisfactory representation 
of the population. Th e Statistical Package for the 
Social Sciences (SPSS) for Windows, version 23.0 
was used to analyse data.

Ethical considerations 
Th e assessment of quality of care survey tool 
in relation to public health was adapted from 
Nyakala (2013). Th e adaption process was done 
in consultation with the provincial Department 
of Health. An explanatory statement, a consent 
form, and a survey questionnaire were distributed 
to three selected public hospitals across 
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Ekurhuleni Metropolitan Municipality within a 
period of 6 months. Th is exercise was undertaken 
in the fi rst half of 2013. Th e Ethical Committee 
of the University of Johannesburg granted ethical 
approval for the QAPs. In the public hospital 
sector, an ethical certifi cate was received at district 
level for each of the individaul hospitals.

Th is meant that factor loadings are considered 
reliable, regardless of the sample size if there are 
are more than four with loadings greater than 
0.6 (Munro, 2005; Field, 2013). In this study, 
the factor loadings and other tests conducted 
provided a Kaiser-Meyer-Olkin (KMO) value 
of .761 suggesting the reliability of the factor 
analysis results.

RESULTS 
Profi le of the participants 
Th e biographical profi le of the participants 
is indicated in Table 1. Th e largest group of 
participants (46.4 percent) were aged between 
19-30 years. Smaller groups of participants were 
aged between 31-40 years (37.6 percent), 41-
50 years (12.4 percent), and older than 51 years 
(3.7 percent). Th is result shows that there was a 
numerical diff erence between the percentage of 
young nurses (19-30 years) and the percentage 
of matured nurses (older than 51 years). Th e 
gender distribution in the sample shows that 
out of 185 participants, 135 were females (73.0 
percent) and 50 were males (27.0 percent). Based 
on this evidence, it was assumed that the Gauteng 
Department of Health public hospital sector is 
female dominated. Th is appears to be a general 
challenge straining through the South African 
public health environment.

TABLE 1: BIOGRAPHICAL PROFILE OF THE 
PARTICIPANTS 

Frequency %Percent
Age group (years)
Between 19-30 years 85 46.4
Between 31-40 years 70 37.6
Between 41-50 years 23 12.4
Older than 51 years 7 3.6
Total (n =185) 185 100
Gender 
Male 135 73.0

Female 50 27.0
Staff  position of the participants 
Assistant Nurse 53 26.8
Staff  Nurse: 
Paediatric 40 20.5

Staff  Nurse : Gynae 
& Obstetrics 38 20.4

Staff  Nurse : Internal 
Medicine 34 18.4

Sister : Paediatric 14 10.7
Staff  Nurse: General 
Surgery 5 2.7

Sister: Quality 
Assurance 1 0.5

Highest educaltion level
Grade 12 (Matric) 3 1.6
Post-Matric Diploma 
or certifi cate 148 80.0

Degree (s) 34 18.4
Years of working at the hospital
Less than 3 years 35 19.6
3-5 years 54 30.2
6-10 years 21 11.4
10 years and more 69 37.3

EXPLORATORY FACTOR ANALYIS 
All the QAP measures had 25 items and each 
was rated on a fi ve-point scale ranging from “1” 
(strongly disagree) to “5” (strongly agree). Th e 
instrument was tested, validated and refi ned 
according to the perspective of public hospital 
organisations. Factors were extracted using 
principal component analysis and oblique 
rotation. In order to identify the dimensions of 
the QAP, the principal axis method was utilised 
in factor extraction. Th e KMO and Bartletts 
tests of sampling adequacy were applied. Table 
2 shows the KMO values were above 0.6, which 
indicates that these were satisfactory. Th e results 
of the Bartlett’s test, degree of freedom (df) and 
signicance (sg) were also considered satisfactorily 
for factor analysis. If the value of the sampling 
adequacy test is > 0.5 and <1.0, this shows that 
a factor analysis may be useful with the relevant 
data and if the value of the sampling adequacy 
is <0.5, this shows that the factor analysis may 
not be very useful (Field, 2013 Th e Chi-Square 
application was used in the KMO, and Bartlett’s 
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Test were calculated. Th e KMO measure of 
sampling adequacy (MSM) was considered to 
have a strong positive relationship between health 
care quality practices, policy development issues; 
health quality programs as well as quality of 
healthcare measurement factors, according to the 
rule of thumb on the strengths of correctlation 
coeff fi cients (Cronbach, 1951). Pearson’s chi-
square test shows that a number of nursing staff  
did not practice quality of health care. Further 
to this, the results also show that there were no 
statistical diff erence between the percentages of 
the staff  nurses practicing quality of health care 
in the public hospitals, which can be termed as a 
positive moderate correlation at the given levels 
wherevy p<.000 for all four scales measured.

Th e Likert–scale in the interview schedules ranged 
from 1 (strongly disagree) to 5 (strongly agree). 
In this regard, the numbers 1 to 2 of the scale 
indicated a moderate need for QAPs; 3 indicated 
neutral and the numbers from 4 to 5 indicated 
a strong need for quality care management. An 
eigenvalue signifi es the amount of variance linked 
to the component. Hair et al. (1998) noted that 
only factors above 1.0 are retained, while the other 
components with an eigenvalues less 1 should not 
be included in the measurement model. Principal 
axis factoring indicated the presence of one 
acceptable factor with an eigenvalue exceeding 1 
which accounted for 55.3% of the variance (Field, 
2013).

TABLE 3: PERCENTAGE OF VARIANCE EXAPLINED 
AND EIGENVALUE

Factor Eigenvalue % of 
Variance

Cumulative 
%

 1 4.426 55.324 55.324

Based on the value indicated in Table 3, Factor 

1 captures much more of the variance than the 
remaining factors. Th erefore, this factor returned 
an eigenvalue above 1. Th e fi nding in Table 3, 
suggests that factors of health care quality are 
not practiced in the chosen Gauteng eastern-
region public hospitals. Aft er the extraction, the 
factors were labelled, taking into consideration 
the relevance of the variable loading within each 
scale, and each factor is discussed in Table 4. 
Factors infl uencing assessing effi  ciency of QAPs 
were gathered from published journals, websites, 
and conference papers, national and international 
sources. Th e most commonly arising factors 
infl uencing QAPs supported by literature were 
organised in a table in 4. Th is presented a base for 
the primary research to be conducted through a 
survey to fulfi l the objectives of the study.

Th e signifi cant and non-signifi cant results of 
the following service quality management scales 
were considered: health care quality practices 
in public hospitals; policy development issues; 
health quality programs; and quality of health 
care measurement issues. For instance, almost all 
variables have sample mean values greater than 
the accepted population mean of 3.0 with standard 
deviations and standard errors less than 1.0 (Hair, 
Anderson, Tatham & Black, 1998). Exploratory 
data analysis was conducted as follows. Firstly, 
missing item analysis was conducted for each 
of the 25 items on the returned schedules. Th e 
results did not indicate any problems with the 
missing data. Secondly, item analysis removed 32 
items with a corrected item to total correlation 
values below 0.30, and additional relaiability 
analysis were conducted. Previous research has 
also indicated lower item reliability with reverse-
coded items (Munro, 2005). It was discovered 
that three of the four excluded items were 
reverse-coded (Hair et al., 1998). Th irdly, to assess 

TABLE 2: KMO AND THE BARTLETT’S TESTS

KMO measures 
of sampling 

adequacy

Bartlett’s (Chi-
square) test df sig

Health care quality practices in public 
hospitals .852 915.284 28 .000

Policy development issues .779 440.268 10 .000
Health quality programs .721 460.975 10 .000
Quality of health care measurement issues .790 777.409 21 .000
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TABLE 4: PRINCIPAL COMPONENT ANALYSIS WITH VARIMAX ROTATION OF QAPS

Factors
1 2 3 4
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Items
1. “I understand healthcare policy from an emphasis in 

primary care” .46

2. “Hospital manager supports me when I have quality of 
care related complaints” .55

3. “Quality of care management support developments in 
PHC” .52

4. “Quality practice policy is clear to me” .60
5. “I am satisfi ed with the manner in which I implement 

quality of care program for most task” .51

6. “I like some aspects of health care management but not 
others” .82

7. “I think the quality of health care programs used in this 
hospital are a waste of time” .78

8. “I received quality of health care traning” .46
9. “Hospital management are committed in quality of health 

care training” .45

10. “I am happy with the content of quality of health care 
training” .69

11. “Hospital managers encourage health workers to learn 
new skills” .73

12. “Th is hospital is well equipped” .69
13. “Th e hospital building is in a good state” .60
14. “I feel safe worning in this hospital” .70
15. “Th ere are enough health workers” .75
16. “Th ere is a shortage of experienced and skilled nurses” .71
17. “I have suffi  cient time to get all my work done effi  ciently 

in a normal work day” .65

18. “Performance reward for being the best health worker is 
fair to me” .85

19. “Quality of healthcare systems allow nursing staff  to 
refl ect on their performance” .82

20. “I am satisfi ed with the health quality program I receive” .45
21. “I am motivated to work with my colleagues” .55
22. “Hospital managers support suggestion lead to satisfi ed 

health workers” .59
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divergent validity, the 25 items that were retained 
were subjected to an exploratory factor analysis 
(EFA), and oblique rotation was used to extract 
common factors (Field, 2013).

Th e reliability of the questionnaire is depicted 
in Table 5. Cronbach’s Alpha coeffi  cients were 
calculated for the reported need for QAPs and 
service delivery (Cronbach, 1951). It can be 
therefore indicated that the reliability of the items 
in the scales of the questionnares Cronbach’s Alpha 
was above 7, as indicated in Table 5. According to 
Burns and Grove (2005:454), the purpose of the 
alpha coeffi  cient values of the items is to justify the 
analysis of the data from the questionnaire. Th is 
was done on each dimension using mean scores; 
standard deviations and a listing of the Cronbach 
Alpha of the QAPs scale of nurses as shown in 
Table 5. Th e Cronbach’s alpha coeffi  cients were 
high, i.e. factor 1 with 8 items (.85); Factor 2 with 
5 items (.79); factor 3 with 5 items (.72) and factor 
4 with 7 items (.79). For each factor, composite 
scores were generated using the average of the 
items loaded. Higher scores implied better 
health care quality practices. Health care quality 
practice were highly rated in relation to critical 
success of health care management; however the 
distribution was negatively-skewed. Descriptive 
statistics of the fi ve health care quality practice 
scale factors are shown in Table 5.

Searle (2008:454) indicated that learning new 
skills and acquiring knowledge about healthcare 

policies are crucial to nursing practitioners 
so that they can perform specifi c activities in 
a healthcare environment. Reslts empirically 
supported Policy development issues of quality 
of health care measurement, together with its 
conceptual theory and its reliability and validity 
as a practice of QA. Th is fi nding concurs with 
Goetsch & Davis (2006:285), Duggirala et 
al. (2008), Alharbi & Yusoff  (2012), Houser 
(2012:19), Beattie, Lauder, Atherton & Murphy, 
(2014); and Nyakala et al (2017). Th e measures 
of QA grouped strongly on this practice; hence, 
construct validity was achieved. Th e Cronbach’s 
alpha coeffi  cient reported an acceptable level 
of 0.849 (see Table 3), indicating internal 
consistency and reliability of the measures in the 
instrument on the training and skills support 
scale. Th e statistical results, the values range from 
3.0 to 4.15, which corresponds to a ‘moderate’ to 
‘high’ level of practice. In addition, the following 
fi ve theoretical activities evinced this practice 
empirically, and congregated strongly on this QA 
practice. Th ey were understanding healthcare 
policy from an emphasis in primary care; 
management support for healthcare systems; 
appropriate levels of quality management in the 
public hospital; implementation of QA for most 
tasks; and health care quality related problems. 
Th e results also indicated that there was a 
moderate need for practiting QA on all of the four 
measures as shown in Table 5.

23. “Highly motivated health workers are promoted” .77
24. “I received feedback whenever I complaint” .73
25. “Suggestions and raising complaints contribute towards 

improved service quality” .76

TABLE 5: DESCRIPTIVES OF THE FOUR QUALITY MANAGEMENT PRACTICES SCALE FACTORS

Factor name Items Mean Standard 
Deviation Skewness Alpha

Health care quality in public 
hospital 8 4.15 1.62 -.80 .85

Policy development issues 5 3.0 1.31 -.94 .78
Health care quality programs and 
coordination 5 3.5 1.79 -.29 .71

Quality of health care measurement 
factors 7 3.12 1.42 -.88 .79
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LIMITATIONS 
Th is study has numerous limitations, which 
should be highlighted. Firstly, participants were 
public hospital employees in South Africa, and 
the results of the study cannot be generalised 
to other countries or public hospitals. Hence, 
future studies may discover and identify factors 
that aff ect quality of healthcare services in other 
countries. Secondly, the use of the non-probability 
purposive sampling technique increased the 
study’s exposure to sampling bias. In addition, 
the study was conducted through applying a 
modifi ed questionnaire based on questions that 
were not initially intended for the present study.

DISCUSSION 
Th is empirical study of QA practice aided better 
understanding of the diff erence between the 
conceptualised QA practices and empirically 
extracted QA practices. Th is study explored the 
factors assessing the effi  ciency of quality of health 
care in the public health environments. Th e factors 
that signifi cantly contributed to satisfaction with 
public hospitals were in descending order: level 
of communication between nursing practitioner 
and patients; service quality/patient satisfaction; 
assessment and diagnosis; ability to provide 
the promised services; competence, skills 
and knowledge of workers; responsiveness or 
willingness to serve patients’ and lastly assurance. 
Th ese factors have also been recognized in 
literature. Th e relationship between patients’ 
satisfaction and the service quality in public health 
has long been identifi ed as signifi cant in assessing 
the effi  ciency in a community hospital (Kekana 
et al., 2007; Kanai-Pak et al., 2008; Pretorius & 
Klopper, 2012). Th e study recommend that these 
reliable and valid QA practices should be used to 
successfully assess effi  ciency of quality healthcare 
systems provided by public hospitals in South 
Africa. However, to justify these statements, these 
QA practices should be validated in a nationwide 
study so as to ensure that they positively infl uence 
the successful delivering quality service. In 
addition to this, further study can be undertaken 
to justify the manifestation of two QA practices, 
namely the healthcare system response and 
communication practice, and nursing practice. 
An increased awareness of the QAPs could be used 
to improve the methods applied when delivering 
quality care to patients. Th is study could create 

a body of knowledge (that is, knowledge quality 
improvement activities) on health systems in 
a South African context, particularly in the 
public hospitals. Eff ective QAPs can also have a 
signifi cant eff ect on patient satisfaction. Finally, 
committed and satisfi ed nursing practitioners 
deliver better care, which results in better services 
and higher patient satisfaction (Alharbi & Yusoff , 
2012; George & Lovering, 2013).

IMPLICATIONS FOR HOSPITAL 
MANAGERS 
Th e public hospital CEOs and unit managers have 
been identifi ed as key to management and control 
of quality care and consequently improve nursing 
service management standards. Based on the 
fi ndings of the QAPs, organisational structure, 
effi  cient nursing practice and policy development 
on quality in health care in South Africa, the 
following are recommended for hospital CEOs 
and unit managers to ensure a quality care in the 
public hospitals:

• Hospital managers should ensure that 
adequate quality training is provided to 
nursing practitioners to deliver risk-free and 
effi  cient care, as supported by Beattie et al. 
(2014:4). 

• Managers will coordinate professional nursing 
practice by giving staff  development for the 
advancement of quality health care systems.

• Managers should provide opportunities 
for the nursing practitioners to participate 
in policy development and quality of care 
effi  ciency (Klopper et al.,2012:690)

• Hospital managers must be attentive in 
identifying QAP factors to avoid poor patient 
care. 
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ABSTRACT 
Research objective: Th e primary research objective 
was to determine the challenges prevailing in the 
last mile distribution of cold chain medication 
to privately-owned and retail pharmacies in 
Auckland Park and surrounding areas.

Methodology: A positivist research philosophy 
guided a descriptive quantitative survey design. 
Structured questionnaires were hand-delivered 
to all 43 privately-owned and retail pharmacies in 
the Auckland Park and surrounding areas.

Findings: Some discrepancies were found in 

the cold chain distribution process that could 
compromise the quality of the cold chain 
medication. Although these pharmacies mostly 
used the correct storage systems for cold chain 
medication within the specifi ed temperature 
range, the appropriate mode of transportation for 
delivery to the pharmacy is questionable.

Management implications: Th ermometer-
fi tted vehicles for the transportation of cold 
chain medication to pharmacies is essential. If 
medication is not delivered to the pharmacies 
within the required temperature range, it could 
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be compromised and should not be accepted. 
At the pharmacy, a secured storage system, such 
as a locked thermometer-fi tted refrigerator is 
essential to prevent compromising the cold chain 
medication.

Originality/value: Th e research provides insight 
into the last mile of distribution of cold chain 
medication from distribution centres to retail 
and privately-owned pharmacies and the storage 
thereof in these pharmacies.

Keywords: last mile, cold chain medication, 
privately-owned pharmacies; retail pharma-
cies; compromised medication 

INTRODUCTION 
Th e last mile involves a set of activities necessary 
for the delivery process from point of origin to 
point of destination (Aized & Srai, 2014), and 
refers to the “last part of business-to-customer 
delivery, taking place in a certain area from the 
fi nal transit to the customer” (Gopal & De Miguel, 
2017). Last mile distribution from point of origin 
to point of distribution plays a vital role in today’s 
competitive environment. Ineffi  cient deliveries 
may impact negatively on customer relationships, 
and this may lead to numerous business failures 
(Devari, 2016). Last mile logistics is critical as it 
is a link between the fi nal delivery of products 
and customers (Aized & Srai, 2014). Th us, in the 
last mile organisations focus on the eff ective and 
reliable distribution and delivery of products to 
the end customer (Devari, 2016).

Th e distribution from wholesaler or distributor to 
retail outlets and then fi nally to the end consumer 
has become a critical focus area of distribution 
strategies (Olugbenga, 2014). In the design of 
delivery network structures, factors, such as 
delivery time and type of road transportation 
utilised are considered. Intracity and intercity 
delivery have become increasingly diffi  cult. In 
the transportation of cold chain medication, in 
particular, temperature control is a key factor 
(Pronello, Camusso & Valentino, 2017). Apart 
from ensuring that cold chain medication does 
not become compromised during transportation, 
stakeholders and suppliers are required to 
distribute goods in a socially, environmentally 
and economic responsible manner (Browne, 

Allen, Nemoto, Patier & Visser, 2012).

Eff ective last mile logistics increases customer 
satisfaction through eff ective and effi  cient 
movement of goods from origin to end customer 
(Olugbenga, 2014). Th e increase in urban 
population has led to the rise in the demand for 
freight services, which, in turn contributes to 
increased traffi  c (Nsamzinshuti, Cardoso, Janjevic 
& Ndiaye 2017). To ensure timeous delivery 
fulfi lment, distributors must embark on route 
planning to avoid traffi  c congested areas. To avoid 
delays, some distributors have elected to deliver 
at night, however, this increases exposure to 
criminal activities. Both the freight and the truck, 
in particular when transporting high pilferage 
goods such as cold chain medications, are at risk 
(Vieira & Fransoo, 2015).

Transportation and distribution play an integral 
role in preserving the quality of cold chain 
medication (Subzwari & Nasri, 2015). For such 
temperature-controlled goods, freight carriers 
have to select an appropriate mode of transport. 
Th e World Health Organisation (WHO) 
(2014) stipulates that the vehicle must have a 
compartment with insulated refrigeration that 
maintains a constant temperature throughout 
transit time. Transit time is the time from 
departure from the distribution centre to the 
customer, which in this case is the pharmacy.( 
International warehouse and logistics association 
( IWLA) 2010)

Th e health status of a country’s citizens is 
considered a prerequisite for long-term economic 
growth and sustainability (Bidzha, Greying & 
Mahabir, 2017). In the national development 
plan 2030, the South African government, 
, prioritised health in chapter ten with the 
objective of improving the health status of its 
citizens. Healthcare can be accessed through 
clinics, community health centers, hospitals and 
pharmacies (Gray, Riddin & Jugathpal, 2016).

Th e scope of Good Pharmacy Practice (GPP), 
approved by the South African Pharmacy 
Council (SAPC) defi nes a pharmacy as “a 
dynamic, information-driven, patient orientated 
practice, through its infrastructure, competence 
and skills, which is committed to the fulfi lment 
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of the healthcare needs of the country’s citizens” 
(SAPC, 2013). Th e SAPC is a body of individuals 
governing and controlling the standards of 
pharmacy practice, and the various pharmacy 
practices that must be legally registered in 
fulfi lment of the Pharmacy Act No. 53 of 1974 
Amended, No. 1 Of 2000(SAPC, 2013).

Pharmacies play a vital role in distributing and 
selling medication to the public. Th e majority of 
pharmacists in South Africa practise in community 
pharmacies, which either are pharmacist-owned 
(independent) or form part of pharmacy chains.
(Gray et al.,2016) Th ey service medical-aid 
scheme benefi ciaries and cash customers for 
both prescribed and non-prescribed over-the-
counter (OTC) medication (Gray et al., 2016). 
According to Reginoald-Prasad (2014), pharmacy 
operations comprise of qualifi ed personnel, stock 
keeping, sales and purchasing of medication. Th e 
pharmacy must comply with SAPC standards 
for the storage and handling of diff erent types of 
medications, particularly, temperature-sensitive 
medication, such as cold chain medication.

Th e GPP scope provides for safety conditions, 
the environmental state and infrastructure of 
pharmacies. It emphasises hygienic operations 
wherein cold chain medications are protected 
from adverse eff ects of temperature fl uctuations, 
such as heat, freezing and humidity (SAPC, 2010). 
Th erefore, the GPP scope recommends that cold 
chain medication be stored at temperatures 
ranging between 2° to 8° Celsius, to ensure 
that the quality of cold chain medication is not 
compromised.

Cold chain medication is the process of 
transporting and storing medication within safe 
temperatures which range between 2° and 8° 
Celsius (Chiodini, 2014). Cold chain medication 
plays an essential role in controlling diseases 
and illnesses, such as diabetes. Th ere are various 
types of medication, for example, non-essential 
and essential medication such as insulin. Non-
essential medications do not address the priority 
health care needs of the population (Zimbulu, 
2013), while essential medications are those 
that the nation must always have in suffi  cient 
quantities for the greater number of its population 
(Manikandan, 2015). Challenges which impede 

the level of cold chain medication supplies, 
include auditing all medication refrigerators, 
reviewing the alarm setting and the number 
of incidents of stock loss owing to cold chain 
breaches (Chiondini, 2014). In addition, the 
locking of refrigerators is critical for maintaining 
cold chain medication temperatures within the 
allowed range ( Dorset Clinical Commissioning 
Group)

It is estimated that by 2030 the majority of the 
global population will live in urban areas (Browne 
et al., 2012:20), with Asia and Africa the leading 
urbanised continents in the world. Currently, 
South Africa has an urban population accounting 
for 66% of its total population. .(World Bank Open 
Data 2018) In Gauteng, the population amounts 
to 13.4 million people, with over 4 million 
residing in Johannesburg and surrounding areas 
(Statistics South Africa, 2016:23). Th e growing 
population in-turn demands goods and services 
to be delivered at the right time and location and 
of the right quality.

Auckland Park is situated on the north-western 
side of Johannesburg and is categorised as an 
urban area. In 2018, the World Population Review 
(2017) estimated the population in Auckland 
Park to be 1  001  600, with an expected growth 
rate of 2.14%. Auckland Park and surrounding 
areas accommodate various social groups such 
as several universities, their staff  and students, 
families and businesses. Th e continued growth 
in the university student numbers would further 
contribute to the population in Auckland Park 
and surrounding areas, increasing the demand 
for basic products, including essential medication 
from pharmacies, such as cold chain medication.

Th e pharmaceutical last mile distribution of 
cold chain medication has been researched in 
Belgium, but not yet in Africa refs here please. 
Nsamzinshuti et al. (2017) fi rst time – authors in 
full please focused on the last mile distribution 
challenges of cold chain medication in Brussels, 
specifi cally focusing on the distribution of 
medication to pharmacies and hospitals. Th e 
only South African related study addressed the 
key challenges of the outbound pharmaceutical 
cold chain focusing on the logistics costs and 
the quality regulatory requirements (Kosmas, 
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2016). Th is research intends to bridge this gap by 
evaluating the last mile challenges experienced 
by pharmacies in urban South Africa in terms of 
maintaining the prescribed temperature of cold 
chain medication during handling and storage.

RESEARCH PROBLEM STATEMENT 
Cold chain medication may be compromised 
when not transported, stored and handled within 
the prescribed temperature range of 2° to 8° Celsius 
(Th e South African Pharmacy Council, 2013). 
Compromised medication is a life-threatening 
health risk to both the pharmacists and their 
customers. Th e risk entails inhalation, ingestion 
or absorption of medication unintendedly (Wong 
& Lewis 2017), as well as cross contamination 
(Kevrekidis, Minarikova, Markos, Maluvecka, 
& Minarik, 2017)community pharmacies are 
required to develop effi  cient marketing strategies 
based on contemporary information about 
consumer behavior in order to attract clients and 
develop customer loyalty. Objectives: Th is study 
aimed to investigate the consumers’ preferences 
concerning the selection of pharmacy and over-
the-counter (OTC.

RESEARCH OBJECTIVES 
Th e primary research objective was to determine 
the challenges prevailing in the last mile 
distribution of cold chain medication to privately-
owned and retail pharmacies in Auckland Park 
and surrounding areas.

Secondary objectives 
1. To determine the systems used by privately-

owned and retail pharmacies in Auckland 
Park and surrounding areas to maintain cold 
chain medication within the recommended 
temperature ranges. 

2. To determine the eff ect that distribution has 
on the availability of cold chain medication 
in privately-owned and retail pharmacies in 
Auckland Park and surrounding areas. 

3. To evaluate whether the mode of transport 
used is appropriate for the delivery of cold 
chain medication from the distribution 
centres to these pharmacies in Auckland Park 
and surrounding areas 

LITERATURE REVIEW 
Last mile challenges 

Eff ective delivery to the end customer is an 
integral stage in last mile distribution increasing 
the level of customer satisfaction. However, last 
mile logistics account for approximately 13% to 
75% of total cost in the supply chain (Aized & Srai, 
2014). Typical challenges faced by distributors 
include factors such as: traffi  c congestion, 
appropriate storage and safety (Cardenas, Beckers 
& Vanelslander, 2017). A common problem of 
last mile distribution is the high rate of failed 
deliveries, as a result of traffi  c congestion (Gopal 
& De Miguel, 2017). Th ese factors should be taken 
into consideration to avoid dealing with reverse 
logistics. Kulikova (2016) defi nes reverse logistics 
as the process of returning goods from their fi nal 
destination to the manufacturer to reuse, dispose 
of or recover the residual value. In the case of cold 
chain medication, it may be returned because of 
inappropriate distribution or storage, resulting 
from incorrect temperature control. Tilahun, 
Th akuriah and Keita (2016) highlighted that the 
last segment of a trip that involves transit is oft en 
infl uenced by the last mile distribution problems.

Th e last mile distribution problem refers to 
complex multidimensional problems that 
includes physical factors that aff ect distribution 
to the end customer (Tilahun et al. 2016). For 
extended trips, such as inter-city distribution, 
refrigerated vehicles should be used to prevent 
exposure to extreme temperatures (Subzwari 
& Nasri, 2015). According to Winkenbach 
(2018), these factors can be improved upon by 
scheduling deliveries to customers in the most 
effi  cient and convenient manner. It is thus evident 
from the aforementioned discussion, that during 
the transportation and distribution of cold chain 
medication, good distribution practices must be 
followed. Th e WHO states that the use of vehicles 
and equipment for storage and handling of cold 
chain medication should appropriately protect 
the medication from exposure to conditions that 
aff ect their quality while in transit, such as heat 
and humidity (Kosmas, 2016). Kosmas (2016) 
emphasises the use of insulated containers, 
cooling packs, and refrigerated temperature-
controlled vehicles, to protect the quality of cold 
chain medication in transit (Kosmas, 2016).

Distribution defi ned 
Distribution can be defi ned as the elements in the 
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marketing mix that guarantee the delivery of the 
product from the manufacturer to its customers 
(Wiid, 2016). For the purpose of this study, the 
customer refers to pharmacies receiving or 
collecting and storing the cold chain medication. 
Th e type of transport used for fi nished goods can 
be divided into two categories, namely primary 
and local transport. Primary transport refers to 
fi nished goods transported to the distribution 
center, while local transport refers to the 
distribution of pharmacy products to the cash-
paying customers (Rushton, Croucher & Baker, 
2014). It is further reiterated by Rushton et al. 
(2014) that transport is the highest cost of the 
distribution function and amounts to 40% of total 
logistics cost.

Distribution channels 
Th e distribution channel refers to the structure 
that supplies customers with the product in 
demand (Wiid, 2016). For the purpose of this 
research, the focus will be on the retail channel, 
specifi cally, pharmacies. Pharmacies are resellers 
of pharmaceuticals which include amongst others 
cold chain medication. Wiid, (2016) identifi ed 
the characteristics of a retailer as:

• Retailers are the link between the products 
and the customer, which suggests that they 
have a supply of the products that their 
customers require, for example, pharmacies 
stock cold chain medication such as insulin 
which is required by diabetic customers. 

• Breakbulk which refers to the purchase of 

goods in larger volumes and sold in smaller 
quantities. 

Last mile in cold chain medication distribution 
Th e fl ow of cold chain medication within the 
last mile is illustrated in Figure 1. A research gap 
has been identifi ed in the last mile delivery from 
distribution centres to privately-owned and retail 
pharmacies and from the latter to the customer.

Th e issue of temperature control is relevant 
from the moment the product is loaded at the 
manufacturer for transport and all the way 
on-route to the end customer (Figure 1). Th e 
pharmacy receives cold chain medication either 
directly from the manufacturer or from the 
distribution centre. Th e managing of distribution 
becomes a challenge and distribution companies 
need to apply innovative thinking to deliver their 
goods at the required time and in the preserved 
condition to pharmacies (Vieira & Fransoo, 2015). 
For the purpose of the study the emphasis will be 
on the temperature controlled transportation to 
the pharmacy as indicated in the bottom section 
of Figure 1.

Basic operational structure of pharmacies in 
South Africa 
Pharmacies can be categorised into 7 fi elds, 
namely; academic institutions, community 
pharmacies, consultant pharmacies, private 
institution, public institution, manufacturing 
pharmacy and wholesale pharmacies. (Gray et 
al., 2016). For the purpose of this study, the focal 
point is retail pharmacies which are part of retail 

FIGURE 1: LAST MILE OF COLD CHAIN MEDICATION DISTRIBUTION SOURCE: AUTHORS’ OWN 
COMPILATION 

p p p p
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chains, and privately-owned pharmacies both 
which are predominant found in communities. 
Retail pharmacies includes but are not restricted 
to; pharmacies that forms a part of a supermarket 
pharmacy such as the pharmacies found in 
Checkers and Pick and Pay or chain pharmacies 
such as Dischem. Th e activities in these pharmacies 
include dispensing medication to customers, stock 
control for inventory management and ordering. 
Th e purpose of these activities is to obtain, store 
and provide medication to the customer in a 
timely and cost-eff ective manner (Department of 
Health, 2015).

Pharmacy supply chain 
Figure 1 indicates the medicinal supply chain 
from point of distribution to customer when 
medicine is dispensed. Th e effi  ciency of the 
service provided by pharmacies is determined 
by the availability of medication based on the 
customer’s needs. In most instances, privately-
owned pharmacies do not have a distribution 
centre of their own as is the case with pharmacies 
that belong to retail chains. Th e latter manage the 
supply of medication through their distribution 
centres or warehouses. In contrast, privately-
owned pharmacies rely mostly on distribution 
companies to ensure safe, adequate supply of 
medication to their pharmacies (Khayyal, 2015).

Infrastructure and equipment used in retail and 
privately-owned pharmacies 
Th e SAPC (2013) emphasises the availability 
of adequate and suitable dispensing equipment 
in pharmacies, such as refrigerators and cold 
rooms. Koegelenberg (2017) highlighted that 
cold chain medication must be stored in its purest 
form without any cross contamination as certain 
medications, such as vaccines become ineff ective 
when stored at wrong temperatures for prolonged 
periods, or accidentally frozen owing to lack of 
maintenance of the refrigerating equipment.

Th e Department of Health (2015) stated that most 
refrigerators used in South African pharmacies 
especially privately-owned pharmacies are 
domestic refrigerators which are not suitable for 
the storage of cold chain medication. It is argued 
by Todd (2008), that domestic refrigerators 
normally operate between 0° and 10° Celsius, 
which results in uneven temperature distributions. 

Th is makes it diffi  cult to monitor the temperature 
of cold chain medication inside the refrigerator. 
Domestic refrigerators can possibly freeze the 
medication if it is exposed to the chiller plate or 
the coil at the back of the refrigerator. Th erefore, it 
is the responsibility of pharmacies to avoid using 
such equipment as they may pose an increased 
risk in compromising the quality of cold chain 
medication.

Cold chain 
Lu, Gu and Predko (2015) classifi ed cold chains 
as a network of refrigerators and cold stores that 
are organised to maintain the right temperature 
throughout. According to Chiodini (2014), cold 
chain medication is the process of transporting 
and storing medication within a safe temperatures 
range, between 2° and 8° Celsius. According to Lu, 
Gu and Predko (2015), cold chain maintenance 
is the process of planning, implementing and 
controlling fl ow and storage of perishable goods, 
related to services and information from one or 
more points, for instance, from the distributor 
to the pharmacy. Various aspects should be 
considered before and while transporting cold 
chain medication, such as auditing all medication 
refrigerators, reviewing the alarm settings, and 
monitoring the temperature levels. It further 
includes performance testing associated with 
activated alarms and the number of incidents of 
stock loss owing to cold chain breaches. Todd 
(2008) highlighted the importance of the locking 
of refrigerators for maintaining cold chain 
medication temperatures.

Auditing of medication fridges is essential 
to ensure that no discrepancies, leakages or 
damages occur (Osborne & Scott, 2013) which 
will avoid delays in delivering medication from 
the distributor to the pharmacy. Secondly, the 
performance of the temperature alarm should 
be tested. Th e at a regular basis and temperature 
alarm must always be on (Chiodini, 2014). To 
prevent refrigerators from switching off , it is the 
responsibility of pharmacies to complete a basic 
check of doors, power supplies, and thermostat 
settings, thus ensuring that the medication 
maintains a high-quality standard. A designated 
person should design a schedule to indicate the 
date and times these checks are made thereby 
enforcing quality control. (Centers for Disease 



1888
WWW.IBC-CONFERENCE.COM

Control and Prevention 2017)

Th e third aspect is stock loss due to breaches. A 
cold chain breach is defi ned as medication being 
out of the temperature range of 2° to 8° Celsius; 
this excludes the fl uctuations of up to 12° Celsius, 
lasting up to 15 minutes owing to the re-evaluation 
of stock or restocking refrigerators (Victoria State 
Government: Department of Health and Human 
Services, n.d.). Breaches should be avoided to 
prevent medication from becoming toxic, which 
can be defi ned as a poisonous process that 
could infl uence an individual’s body through 
inhalation, ingestion, or absorption of a chemical 
(Wong & Lewis, 2017). Th e breach of cold chain 
medication will not only aff ect the fl ow from the 
distributor to the pharmacy, but it will aff ect the 
health of the cash-paying customer who purchases 
the medication for their respective health care 
issues, for instance diabetes. Th e last aspect is the 
locking of the refrigerators. Th e South African 
Pharmacy Council clearly stipulates the duties ad 
responsibilities of the pharmacist as preventing 
any unauthorised person to have access to 
medicines or scheduled substances. Th is includes 
recordkeeping, storage and safekeeping of said 
substances. (My membership 2016)

According to Todd (2008), locking of refrigerators 
is essential wherein only the licensed individual 
on duty is responsible for the opening and closing 
of the refrigerator. Th is is necessary to avoid 
multiple access which could cause fl uctuations of 
the internal temperature of cold chain medication, 
therefore making it diffi  cult to monitor.

RESEARCH METHODOLOGY AND 
DESIGN 
Research approach: A positivist research 
approach guided this descriptive quantitative 
survey using a structured questionnaire 
(Saunders, Lewis & Th ornhill, 2016).

Respondents: Th e unit of analysis was all 
privately-owned and retail pharmacies in 
Auckland Park and surrounding areas, in a 
proximity of 10 km to 20 km of Auckland Park 
in each map direction. Th e surrounding areas 
include Florida, Cresta, Melville, Northcliff , 
Braamfontein, Johannesburg Central, Greenside, 
Parktown, Linden, Newtown and Weltevreden. 

Th e population of pharmacies complying with the 
inclusive criteria in the defi ned area comprised 
43 pharmacies. All 43 pharmacies were targeted, 
which implies that a census of the 43 pharmacies 
was taken. No sampling occurred. At each of 
the targeted pharmacies, a respondent, who was 
directly involved with matters regarding ordering, 
receiving and storage of cold chain medication, 
completed the questionnaire. Th e respondents 
were predominantly pharmacy managers (38%), 
pharmacists (25%) and pharmacy assistants 
(25%), as well as stock controllers (5%) and others 
(7%). Southern Health NHS Foundation Trust 
(2018:6) argued that only licenced personnel 
should have access to cold chain medication.

Measuring instrument: Guided by the research 
results of Kosmas (2016) and Nsamzinshuti 
et al. (2017,) and the research gaps that they 
had identifi ed, a questionnaire, aligned with 
the objectives of the study, was developed. 
Th e questionnaire was submitted for expert 
review and ethical clearance. Subsequently, it 
was distributed by hand to the 43 privately-
owned and retail pharmacies in Auckland Park 
and surrounding areas. A total of 43 completed 
questionnaires were received – 100% response 
rate. Th e 21 questions in the questionnaire were 
coded and captured in a MS Excel spreadsheet for 
analyses using descriptive statistics.

RESULTS 
Type of refrigeration used for cold chain 
medication storage 
To determine if respondents are knowledgeable 
about the storage recommended for cold chain 
medication, they had to indicate the type 
of refrigeration utilized. Most (77%) of the 
respondents use thermometer-fi tted refrigerators. 
Although 14% of the respondents indicated the 
use of domestic refrigerators in their pharmacies, 
they specifi ed that a wireless thermometer 
system is connected to the refrigerator to display 
the temperatures inside the refrigerator to aid 
monitoring and control of the temperature. 
However, a further 9% used domestic refrigerators 
with no thermometer system attached. Cold 
chain medication is temperature controlled and 
must be protected from adverse temperatures. 
Temperature variations may be detrimental to 
the quality of cold chain medication causing, for 
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example, contamination.

Awareness of temperatures specifi ed for the 
storage of cold chain medication 
According to Lu, Gu and Predko (2015), it is 
critical that cold chain medication be stored in 
the temperature range between 2° and 8° Celsius. 
When asked at what temperature cold chain 
medication should be stored, all 43 respondents 
selected temperatures between 2° and 8° Celsius. 
Th is indicates their awareness of the maintenance 
requirements of cold chain medication.

Security of cold chain medication 
Cold chain medication should be kept secured 
(locked in refrigerators) to prevent compromised 
medication, When asked whether the cold chain 
medication was kept in a locked refrigerator, 
the majority (83%) of the respondents stated 
that the refrigerator is ‘never’ locked, with a 
further 7% of respondents stating ‘seldom’. Some 
these respondents argued that refrigerators 
are never locked as only licenced pharmacists 
have permission to access the medication in 
the refrigerator. However, the South African 
Pharmacy Council argued that locking of 
refrigerators is paramount as it avoids the cold 
chain medication from being compromised. (My 
membership 2016) Only one (2%) respondent 
answered ‘always’, while a second respondent 

answered, ‘Most of the time’ and a further 3 (5%) 
responded ‘about half the time’. According to the 
Southern Health NHS Foundation Trust (2018), 
the correct method of storing the cold chain 
medication is in a locked refrigerator.

Following this lack of security, respondents 
were asked: ‘How oft en is cold chain medication 
compromised (not usable)?’ Only 42% of the 
respondents stated ‘never’, while 58% respondents 
indicated rarely. From this answer, it follows 
that it does occur that cold chain medication is 
compromised sometimes.

Eff ect of distribution on availability of cold 
chain medication at respondents’ pharmacies 
Frequency of delivery to pharmacies 
Th e regularity of delivering medication is 
essential to ensure stock on hand for customers. 
Nearly half (49%) of the pharmacies receive 
cold chain medication daily, while 40% received 
weekly deliveries (Figure 2). Th e remaining 11% 
receive either once, or twice or three times and 
more monthly.

Delivery irregularities experienced by targeted 
pharmacies 
It seems that respondents rarely (47%) or never 
(33%) do not receive stock owing to distribution 
issues (Table 1). About two-thirds (66%) of 
the respondents indicated that late deliveries 

FIGURE 2: FREQUENCY OF DELIVERY OF COLD CHAIN MEDICATION TO PHARMACIES (N=43)
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occur rarely or never, while a third (34%) fi nd 
it happens sometimes (Table 1). However, with 
regard to cold chain medication stock-outs, a 
cumulative54% of the respondents indicated that 
this occurs sometimes or oft en. A further third 
(33%) of respondents reveal that it occurs rarely, 
while 13% has never experienced such stock-outs 
(Table 1).

Factors aff ecting distribution of cold chain 
medication to the pharmacy 
As cold chain medication is distributed from the 
wholesaler or distributor to retail outlets, several 
factors may impact on timeous delivery of the 
medication. It seems that the availability of the 
cold chain medication at the distribution centre is 
the main factor aff ecting distribution to retailers 
as highlighted by 78% of the respondents (Figure 
3). Tayob, (2012) stipulated that it is imperative 
for distribution centres to follow a stringent 
process to enhance the availability of medication, 
which will alleviate delay and improve on 

customer satisfaction. A second concern is 
late delivery time, identifi ed by more than half 
(54%) of the respondents, followed by traffi  c 
congestion mentioned by nearly half (48%) of the 
respondents. Weather conditions were blamed by 
24% of the respondents.

Additional challenges in receiving, storing and 
delivery of cold chain medication 
An open-ended question was asked to elicit 
additional challenges that respondents have 
experienced in the receiving, storing or delivery 
of cold chain medication in their pharmacy. 
More than half (56%) of the respondents had not 
experienced any additional challenges (Figure 4). 
It seems that load shedding (electricity utility’s 
discontinuation of electricity supply for a number 
of hours) is an additional challenge for 19% of 
the respondents as it directly impacts on the 
temperature control of the refrigerator. Possibly 
linked to this, is the challenge of maintaining the 
temperature at the specifi ed level, stated by 9% 

TABLE 1: DELIVERY CHALLENGES EXPERIENCED BY RESPONDENTS

Challenge
Frequency of occurrence

Oft en Sometimes Rarely Never
How many times in a month do you not receive stock 
due to distribution issues? 7% 13% 47% 33%

Do cold chain medication stock-outs occur? 4% 50% 33% 13%
Does late delivery occur? 0% 34% 46% 20%

FIGURE 3: FACTORS AFFECTING COLD CHAIN MEDICATION DISTRIBUTION TO THE PHARMACY 
(N=43) 
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of the respondents. Stock-outs/stock delays were 
mentioned by 11% of respondents.

Analysis of the mode of transportation utilised 
Incidences of compromised medication caused by 
transportation choice 
Incidences such as handling, or the mode of 
transportation utilised have a direct impact 
on the quality of cold chain medication. Th e 
research identifi ed that 43% of the respondents 
have never dealt with compromised medication. 
Th is result is achieved by allocating vehicles 
fi tted with thermometers to control the required 
temperature range. According to Southern Health 
NHS foundation trust (2018), thermometers are 
an essential control mechanism to minimise the 
risk of compromising effi  ciency and safety of 
cold chain medication. Of the respondents, 58% 
stipulated that cold chain medication is rarely 
compromised. Some respondents explained that it 
transpires when utilising cooler boxes to transport 
the medication as the exact temperature range of 
the cold chain medication cannot be controlled, 
resulting in compromised medication.

Mode of transport used to deliver to pharmacy 
Only about a third (37%) of the respondents 
specifi ed that a thermometer-fi tted motor vehicle 
is used to deliver the medicine to the pharmacy. 
About half (51%) of the respondents indicated 
that a normal motor vehicle is used for delivery. 
Th is is of concern as the temperature in the 
latter vehicles cannot be maintained at 2o to 8o 
Celsius as required. It was explained that the cold 
chain medication is packed into cooler boxes 
containers with a thermometer inside the cooler 
box to monitor the temperature. Such a system 

could be compromised should there be traffi  c 
congestion or other traffi  c delays. A further 11% 
of the respondents indicated that other forms of 
transport are used. Th ese were not specifi ed and 
could include motorbikes.

Type of service provider used for the 
transportation for cold chain medication delivery 
In relation to the diff erent vehicles that are used, 
the survey examined whether pharmacies use 
their own transport or an alternative transport 
service provider. Most (41%) of the respondents 
use an outsourced service provider to transport 
the cold chain medication to the pharmacy. 
About a quarter (26%) depend on the distributor 
to deliver, while 15% depend on the wholesaler 
for delivery. Only 18% of the respondents would 
use their own transport.

DISCUSSION 
Systems utilised by privately-owned and retail 
pharmacies to maintain cold chain medication 
within the recommended temperatures 
Th e study revealed that refrigerators are utilised by 
surveyed retail and privately-owned pharmacies 
as the storage facility for cold chain medication, 
adhering to the prerequisites specifi ed by the 
GPP scope in terms of: Refrigerators being used 
as the main storage equipment maintaining the 
quality of cold chain medication. Most (91%) 
of these pharmacies utilise a temperature-
controlled refrigeration system. However, 9% 
of the pharmacies utilise domestic refrigerators. 
Domestic refrigerators do not provide visible, 
consistent, reliable and durable temperature 
control and are not specifi cally designed for 
the storage of cold chain medication. For these 

FIGURE 4: ADDITIONAL CHALLENGES IN COLD CHAIN MEDICATION DISTRIBUTION (N=43) 
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pharmacies it would be a challenge to monitor 
and control the temperature of the cold chain 
medication at all times (WHO, 2015). 

Although, all the surveyed pharmacies were fully 
aware of the temperature range at which cold 
chain medication should be kept, it transpired 
that the majority of pharmacies do not lock the 
refrigerators which could result in the cold chain 
medication being breached. According to Wong 
and Lewis (2017), this could cause the cold chain 
medication to become toxic. 

Distribution eff ects on availability of cold chain 
medication 
A high frequency of medication delivery to the 
pharmacies seems evident as nearly half (49%) 
of the pharmacies receive cold chain medication 
daily, while 40% received weekly deliveries 
(Figure 1). Although respondents rarely (47%) 
or never (33%) do not receive stock owing to 
distribution issues, cold chain medication stock-
outs do occur sometimes or oft en, according to 
54% of the respondents (Table 1). Th e pharmacies 
receive cold chain medication either directly 
from the manufacturer or from the distribution 
centre. Th e research found that the availability 
of cold chain medication at the distribution 
centres has an impact on their availability at 
78% of the pharmacies and is the primary cause 
of stock-outs, according to respondents (Figure 
2). It follows that the availability of cold chain 
medication at the distribution centres requires a 
seamless distribution system (Vieira & Fransoo, 
2015).

A second concern is late delivery time, identifi ed 
by more than half (54%) of the respondents, 
followed by traffi  c congestion mentioned by 
nearly half (48%) of the respondents. Devari 
(2016) explained that ineffi  cient deliveries may 
impact negatively on customer relationships, and 
this may lead to numerous business failures.

Analysis of the mode of transportation utilised 
Th e survey suggests that most (82%) of the 
pharmacies make use of either the wholesalers’ or 
distributors’ transport or outsource the transport 
service for cold chain medication delivery. Th us, 
pharmacies seem to rely on service providers that 
specialise in cold chain medication distribution. 

Th e transportation of cold chain medication 
has been standardised. According to the WHO 
(2014), the type of vehicle utilised must comprise 
of a compartment with insulated refrigeration. 
Th e motor vehicles have either a separate 
compartment with a thermometer inside or a 
vehicle with a fi tted thermometer attached to 
the vehicle’s insulated compartment, such as a 
reefer truck. It is evident from this survey, that 
a thermometer-fi tted motor vehicle accounts 
for cold chain medication transportation for 
only 37% of the respondents. For the rest (63%) 
this is not the case, which implies that the 
transportation of their cold chain medication can 
be compromised. Combine this fact with storage 
in an unlocked ordinary domestic refrigerator, 
and the probability of compromised cold chain 
medication increases substantially for these 
pharmacies.

CONCLUSIONS 
Systems utilised by privately-owned and retail 
pharmacies to maintain cold chain medication 
within the recommended temperatures 
From the research, 91% of the pharmacies utilise 
refrigerators fi tted with a thermometer system 
for the storage of cold chain medication. Th is 
satisfi es the recommendations of the GPP scope 
for reliable control and maintenance of cold chain 
medication temperatures. Although they mostly 
comply with the refrigeration specifi cation, most 
of them do not lock the refrigerator. A counter 
argument is that only licensed pharmacists have 
access to these refrigerators. It is evident from 
research that most of these pharmacies utilise 
the correct systems to maintain cold chain 
medication. All the respondents indicated that 
their medication is never or rarely compromised 
as it is kept in its recommended temperature 
range. Although electricity ‘load shedding’ has 
become an emerging problem in cold chain 
medication storage, as identifi ed by some of the 
respondents, it was not determined how they 
counteract it.

Distribution eff ects on availability of cold chain 
medication 
From the research, it was discovered that delivery 
of cold chain medication is aff ected by various 
challenges. Th e respondents highlighted two 
main challenges that delay the delivery of cold 
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chain medication, namely, availability of cold 
chain medication at distribution centres and late 
delivery. To counteract the possibility of stock-
outs of cold chain medication, most of these 
pharmacies have frequent deliveries, either daily 
or weekly.

Analysis of the mode of transportation utilised 
Th e survey found that retail and privately-
owned pharmacies experience few challenges 
with the transportation component in the 
distribution process. Th ese pharmacies have 
fi rm transportation structures in place to avoid 
compromising the cold chain medication. Th ey 
either use the transportation that is provided by 
the wholesaler and distributor or make use of an 
outsourced service provider that specialises in cold 
chain medication transportation. Only a small 
percentage use their own transport. However, 
only 37% of the deliveries to the pharmacies take 
place by means of a thermometer-fi tted motor 
vehicle.

MANAGEMENT IMPLICATIONS 
When cold chain medication is delivered to a 
pharmacy, in any type of vehicle other than a 
thermometer-fi tted vehicle, the recipient should 
check whether the temperature at which the 
medication was transported is within the range 
of 2o to 8o Celsius. If not, such medication can 
be compromised and should not be accepted. 
Manufactures and distribution centres should 
acquire thermometer-fi tted vehicles for the safe 
transportation of cold chain medication. At the 
pharmacy, a secured storage system, such as a 
locked thermometer-fi tted refrigerator is essential 
to ensure that the cold chain medication is not 
compromised at all.

Contribution of the study 
Th e study contributed to the literature available 
regarding the last mile of distribution of cold 
chain medication for retail and privately-owned 
pharmacies in Auckland Park and surrounding 
areas. Some discrepancies were found in the 
distribution process that could compromise the 
quality of the cold chain medication. Although 
these pharmacies mostly used the correct storage 
systems for cold chain medication within the 
specifi ed temperature range, the appropriate 
form of transport for delivery to the pharmacy is 

questionable. Th e safety of using cooler boxes as 
an alternative to temperature-controlled vehicles, 
needs further investigation.

Limitation 
Th e demarcated area produced a small sample 
size which may have aff ected the reliability of 
the statistics. Increasing the demarcated area 
would have generated a larger sample size which 
would have made the statistics more reliable. 
Th e researchers could not prove the reliability 
of the information provided by the respondents 
regarding the use of domestic refrigerators as 
there was no visual view of the thermometer 
fi tted in the refrigerator.

Future research 
Future studies should focus on evaluating the 
last mile distribution challenges of cold chain 
medication from the manufacturer or distribution 
centre to the pharmacies. Th e use of domestic 
refrigerators in pharmacies and the locking 
of refrigerators necessitates further research. 
Pharmacies situated in rural areas, situated a 
distance from distributors, might experience 
similar or completely unique problems and can 
be compared to rural pharmacies.
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